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Abstract

Haier is a well-known enterprise in the home appliance industry. Therefore, research
and evaluation of Haier’s business performance and risk management level can not only
help Haier strengthen its own business management capabilities, improve business
performance, and enhance Haier’'s competitiveness, but also Help investors make
investment decisions, thereby promoting their long-term stable development. Through
a comprehensive analysis of Haier’s financial operating performance, the article
calculates Tobin’s Q value and risk assessment Z value, and then proposes measures and
countermeasures to improve Haier’s operating performance and risk control, with a
view to improving operating performance and strengthening for operators in the home
appliance industry Contribute to competitiveness.
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1. Introduction

Qingdao Haier Company is a well-known enterprise in the international home appliance
industry. As a leader in China’s white home appliance industry, it has been established for a
long time, has a standardized and reasonable corporate governance structure, and has a mature
and complete company management structure. It is in a leading position in the industry in
recent years. The impact of internal and external factors in the home appliance industry has
caused major changes in financial performance indicators. Good financial performance is the
performance of a company’s core competitiveness. Research the financial performance of
representative home appliance industry, analyze and judge its operation and management
status, and have a strategic direction for the company. Check the timeliness of operation and
find out the problems in the operation and management process, which can promote the
improvement of enterprise operation and management level, and increase the enterprise's
market competitiveness in the home appliance industry. This article attempts to reflect on the
Haier Group in a point-by-point manner. Find out the common problems in the home appliance
industry, and provide a reference for the home appliance industry seeking ways to improve its
financial performance.

2. Haier Introduction

Qingdao Haier Company was established in 1984. It was originally the Qingdao Refrigerator
General Factory which only produced refrigerators. After nearly 40 years of continuous
development, Qingdao Haier’s products are not only limited to refrigerators, but also cover all
aspects of our lives. Haier Smart Home, Haier Bio, and Yikang Life have now become leading
companies in China's home appliance industry and are well-known worldwide. The company
is mainly engaged in the research, development, production and sales of home appliances. The
product portfolio covers refrigerators, freezers, washing machines, air conditioners, water
heaters, kitchen appliances, small home appliances, U-home smart homes, etc. These
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businesses can provide consumers with integrated smart home solutions and channels
including logistics Integration services, and can also provide value-added services such as the
distribution of household appliances and other products, after-sales services.

For 36 years, Haier has been committed to creating user value. It has gone through the brand-
name strategy stage (1984-1991) and strived to launch high-quality products. The
diversification strategy stage (1992-1998) put forward the idea that invigorating assets is more
important than invigorating people. It is an international strategy. The stage (1998-2005) puts
forward the strategic concept of creating international brands, the global brand strategy stage
(2005-2012) uses Haier’s localization to create global local brands, and the network strategy
stage (2012-2019) focuses on small and micro enterprises in the ecological chain. Innolux user
experience scenarios, and then to the ecological brand strategy from 2019 to present. Haier has
gone from a small factory on the verge of extinction to a leader in the global household
appliance industry with open boundaries, an ecological organization and innovation ecosystem
that integrates global industrial innovation resources.

3. Analysis of Haierying's Financial Performance and Risk Control

Corporate performance refers to whether the strategic practice implemented by a company
during a period of operation can bring performance and reduce risks to the company during
the continuous operation period. Financial performance and risk management and control
capabilities are mainly reflected in the company's profitability, debt repayment ability, and
working capital management ability. And risk control capabilities. The financial performance
evaluation of an enterprise uses a series of scientific and objective financial performance
indicators to analyze the operation status of the enterprise, and finds the shortcomings of the
enterprise operation from it, and finally provides decision-making assistance for managers and
investors.

3.1. Haier's Operating Performance Analysis

Business performance refers to the ability of profitable organizations or individuals to create
finances, that is, the ability of enterprises to obtain profits through capital operation and
management. For companies, the level of profitability directly reflects the level of business
management. This paper selects several indicators of return on net assets, earnings per share,
and Tobin's Q value to analyze the business performance of the enterprise.

Return on net assets is the average percentage of shareholders' equity obtained by dividing the
company's net profit by net assets. This indicator reflects the income of shareholders' equity to
some extent, indicating the efficiency of using equity capital to obtain higher returns. Earnings
per share refers to the value obtained by dividing the after-tax profits by the total share capital,
which reflects the net profit per share of the company or the company's net loss that
shareholders of ordinary shares can enjoy. Investors and other information users use this
indicator to evaluate the company’s profitability, predict the company’s growth potential and
make relevant economic decisions. This is usually used to reflect the company’s operating
performance, as well as to evaluate the return level of common stocks and investment risks .

Tobin's Q value reflects the ratio of the value of the company's replacement assets to the book
assets. The larger the Q value, the better the performance. Taking into account the current
phenomenon of non-tradable shares in my country’s listed companies, in order to make Tobin’s
Q value indicators more reflective of the market valuation level based on my country’s actual
conditions, this article revises Tobin’s Q related indicators, Tobin’s Q value = (period end)
Current market value + total long-term liabilities + net non-tradable shares + total current
liabilities) / total assets at the end of the period. Among them, the net asset value of non-
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tradable shares is equal to the product of the net asset per share and the number of non-
tradable shares.

Table 1. Haier's 2010-2019 operating performance indicators

Year Roe Eps Tobin Q
2010 25.42 1.52 2.425
2011 31.32 1.002 2.438
2012 33.78 1.218 2.430
2013 32.84 1.532 2.435
2014 29.34 0.932 2.361
2015 16.22 0.706 2.246
2016 20.41 0.826 1.401
2017 22.89 1.133 1.303
2018 20.88 1.217 2.058
2019 19.12 1.286 2.046

As shown in Table 1, Haier’s return on net assets from 2011 to 2013 was greater than 30%, and
its profitability was relatively good within the research period. During this period, Haier
implemented a "global brand" strategy to effectively help the company move forward. Haier
acquired Japan's Sanyo in 2011. The successful acquisition of Sanyo's white goods business in
multiple countries has had a significant positive impact on Haier's operating performance. On
the basis of absorbing this successful experience, in September 2012, Haier once again acquired
the world-renowned New Zealand kitchen brand Fisher & Paykel, but after that, the return on
equity from 2013 to 2015 gradually declined. It reached the minimum in 2015, and Haier's
financial performance has declined after acquiring GEA in 2016, indicating that the "global
brand strategy" needs to be improved. Since 2013, Haier’s return on net assets has remained at
a low level. Due to the arrival of the intelligent era, technological innovation has put pressure
on the development of the home appliance industry, product upgrades, and more and more
substitutes in the home appliance industry, competition is increasingly fierce, and consumption
The types of products available for selection are gradually increasing, and Haier’s return on net
assets has remained at a low position until 2019, indicating that the current home appliance
industry is entering a bottleneck period and Haier’s profitability improvement is hindered.

Judging from the line chart of earnings per share and Tobin’s Q value, Haier’s earnings per share
in 2015 were at the minimum level. In 2015, Haier adopted many business strategic
transformations, such as implementing Internet transformation and upgrading business,
acquiring General Electric, The sluggish macro environment has brought challenges to Haier’s
business adjustments and affected the profitability of the company. Investors’ investment risks
have risen accordingly. Subsequently, Haier Group relied on its solid corporate foundation,
business integration and adjustment, The level of earnings per share has gradually increased,
but with the increasingly fierce market competition, earnings per share have still not reached
the state before 2015. Haier’s Tobin’s Q value and the return on equity have a similar trend. The
development trend was relatively stable from 2010 to 2014. Haier’s Tobin’s Q value dropped
sharply in 2015, and Haier’s Tobin’s Q value gradually increased after 2017. It shows that in
2015, Haier’s strategic transformation and upgrading and the cross-border acquisition of
General Electric and other macro factors caused the decline in Haier Group’s market value and
the significant increase in investment risk. Tobin’s Q value was lower than 2 in 2016 and 2017.
With the maturity of Haier Group’s business and the continuous integration of global cross-
border business strategies, Haier’s Tobin’s Q value has gradually recovered. In recent years,
Haier's cross-border M&A activities have been relatively frequent, and M&A activities have
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promoted the improvement of Qingdao Haier's long-term performance from 1.401 to 2.046.
GEA’s M&A activities have only a very significant negative impact on Haier’s short-term
performance. Haier’s Tobin Q value dropped from 2.246 to 1.401. M&A activities have a greater
positive effect on Haier’s long-term performance. After 2017, Haier’s Tobin Q The value rose
from 1.303 to 2.058, which has a certain degree of positive effect on long-term performance.
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Figure 1. 2010-2019 line chart of Hertobin Q and earnings per share

3.2. Haier's Risk Management and Control Capabilities

Operational risk refers to the possibility that the actual operating status of the enterprise and
the expected operating performance may deviate from the expected operating performance
due to the implementation of the strategy and the changes in the external environment in the
production and operation activities of the enterprise. This risk includes the decline in the
profitability of the enterprise. Generate stable income and lead to a decline in solvency and
ultimately lead to the risk of corporate bankruptcy. In order to illustrate the risks in the
business management process, this article also uses the Z-value model calculated through
various financial indicators to verify the bankruptcy risk faced by the company. For the Z-value
model used in the model, this article refers to the revised Z-value model Refer to Altman (2000),
its expression is:

7=0.717(X1) +0.847(X2) +3.107(X3)+0.420(X4)+0.998(Xs)

Among them, X1: working capital / total assets = (current assets-current liabilities) / total
assets; X2: retained earnings / total assets = (undistributed profits + surplus reserve) / total
assets; X3: profit before interest and taxes / total Assets = (pre-tax profit + financial
expenses)/total assets; X4 is the book value of shareholders’ equity/total book value of
liabilities; X5: operating income/total assets = main business income/total assets.
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Table 2. Tobin's Q and Z values from 2010 to 2019

Year Tobin Q Z Value
2010 2.425 2.431
2011 2.438 2.218
2012 2.430 0.501
2013 2.435 0.536
2014 2.361 1.751
2015 2.246 1.824
2016 1.401 -0.136
2017 1.303 -0.122
2018 2.058 1.517
2019 2.046 1.477

Altman’s Z value classification standard points out that if the measured Z value is less than 1.23,
it indicates that the company is facing bankruptcy risk. The Z value between 1.23-2.9 indicates
that the company’s financial risk is relatively stable. If the Z value is greater than 2.9, it indicates
that the company’s financial status is relatively healthy., In most quarters, Qingdao Haier’s Z
value is between 1.23-2.9, indicating that Haier’s operating risk is relatively stable, but in the
study year it did not exceed 2.90, indicating that Haier’s financial risk management level has
yet to be improved, and there are relatively special years. The Z value is less than 1.23,
indicating that Haier’s operating risk is relatively high. Among them, the Z value was less than
1.23 in 2012-2013 and 2016-2017. The risk of operating bankruptcy in 2012 and 2013 was
relatively high. In September 2012, Haier’s The acquisition of Fisher & Paykel, a Southwest
home appliance brand, had a relatively large negative impact on Haier’s operating risks. In
addition, due to the impact of China’s macroeconomic situation, the economic downturn in
2013 led to insufficient demand in the home appliance industry, which caused Haier to
encounter a certain degree of operating risks; in 2016, the state Adopting policies to control the
rise in housing prices in the real estate industry. With the increase in control efforts, the
demand in the home appliance market has been suppressed. In addition, Qingdao Haier has
long planned for the acquisition of General Electric in the United States. In 2016, Haier seized
the opportunity to complete General Electric in the United States. The acquisition of China has
achieved a big step in internationalization and created a milestone in the history of China's
white goods development. Under the influence of the macroeconomic environment and
strategic layout, Qingdao Haier's risk Z value in 2016 and 2017 was negative. This indirectly
indicates that Qingdao Haier's overall working capital operation is poor, and the financial risk
of acquiring GEA in the short term is relatively high. The risk of bankruptcy is greater. With the
economic recovery and Haier's strategic adjustments, Haier's Tobin Q and risk assessment Z
values have been improved in 2018 and 2019.
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Figure 2. Tobin Q and Z line chart of Haier from 2010 to 2019

According to the time trend line chart of Haier’s 2010-2019 Tobin’s Q and Z values, it can be
seen that, except for the large differences in Haier’s profitability and operating risk levels in
2012-2013, the trends in other research years are basically the same. Haier’s mergers and
acquisitions did not affect operating efficiency. The gains from mergers and acquisitions offset
the impact of the economic downturn in 2013 on Haier to a certain extent. Tobin’s Q value
remained basically stable. In 2016, the company’s transformation and upgrading and the
impact of the home appliance industry Multiple factors have affected Haier’s profitability,
external macroeconomic shocks and Haier’s strategic adjustments. The mergers and
acquisitions in 2012 and 2016 both have increased corporate operating risks, indicating that
the financial risks of acquiring subsidiaries will be affected by operating costs, financial risks,
and political risks. Risks and other factors are triggered. When conducting foreign mergers and
acquisitions, companies must carefully analyze and carefully review the potential risks of
mergers and acquisitions in light of the macroeconomic situation, and choose to implement
strategic measures in a timely manner. After 2018, the company’s Tobin’s Q value and operating
risk level will develop The trend is basically the same, indicating that the business risk and
profit level of the enterprise are basically the same.

4. Conclusion and Inspiration

This article combines Haier’s financial data from 2010 to 2019, and calculates Tobin’s Q and
Risk Z values to evaluate operating performance and financial risks, and longitudinally
compares and analyzes Haier’s financial performance and risk status. The data shows that in
2012 and 2015 There are two stages in the year. Under the influence of external
macroeconomic forms and internal strategic planning, Haier’s operating performance is poor
and the risk of bankruptcy is high. In this regard, relevant suggestions are made to help Haier
respond to external environmental shocks and improve its own operating conditions and risk
management. ability.

(1) Optimize capital structure and improve debt repayment ability. Under the external
economic situation impacted by trade friction and the epidemic, Haier's working capital
management is of great significance to the company's survival and development. Haier Group
should establish a channel-based working capital management model in the business
operations of procurement, production and marketing, and realize the integration of business
development and financial services, and the joint management of financial services. Working
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capital management is a process of high-level strategic decision-making, participation of all
employees, and overall financial control evaluation. The main part of working capital
management is the rationalization of financial management. Finance must strictly implement
the internal control system of capital, and promote innovative and optimized management of
working capital. At the same time, we must advocate for business changes, subvert existing
processes, and promote the improvement of working capital competitiveness.

(2) Establish a sound risk management and control system. In the new economic era, cash is
king. Haier Group’s operating capital management focuses and focuses on capital revitalization.
At all stages, companies must spare no effort to centrally manage and control early warning
risks. To ensure stable management of operating funds, to ensure that funds are operated well
and without risks; at the same time, Haier needs to win the respect of customers in the
globalization. Haier Group should always stand in the position of customers and help suppliers
and customers solve problems through effective management of operations. Funds can
improve competitiveness through the globalization of the household appliance industry.

(3) Increase investment in research and development and improve the level of product
innovation. In the context of increasing market competition, the number of substitutes for white
goods in the home appliance market is gradually increasing. Haier needs to always increase
R&D investment in accordance with market demand, maintain the high-end level of the
industry, strengthen the core competitiveness of the company, and increase investment in
scientific research. Level is the way to gain more core technical advantages. Although a large
amount of capital investment is required in the short term, the long-term benefits exceed the
cost, which enables products to be constantly updated and updated to keep pace with the times,
meet market demand, and increase sales to obtain brand effects.

(4) Optimize product structure and create profit growth points. From the above analysis, it can
be seen that Haier's ability to respond to external macroeconomic shocks is poor. Under the
conditions of external shocks, the return on net assets and the level of earnings per share have
declined to varying degrees, so Haier should continue to take measures Improve the response
of the market, pay close attention to the development of the market environment, promptly and
boldly research and develop innovative products to respond to market demand according to
market needs, adjust product structure at any time according to the needs of the development
of the home appliance industry chain, eliminate outdated products in time, and concentrate
resources for development. Potential products and services create new profit growth points.
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