
The initial ChatPT response was very direct and clear addressing the debt to equity ratio 

for both 2024 and 2023. It correctly used total liabilities/total stockholders equity when using the 

ratio and accurately distributed the difference between the ratios from Tesla and Ford. When it 

calculated the difference from both ratios no mistakes were made from the AI while emphasizing 

the financial risk for each ratio. The AI was really good at doing the financial analysis for this 

project. Furthermore the AI’s clear and professional tone made it clear for me to understand 

Tesla’s performance.  

However the AI did extrapolate for the last portion. It extended commentary that went 

beyond the prompt given which made the response slightly less focused on the comparison from 

Tesla and Ford. This resulted in creating a more narrow and focused prompt for a more direct 

answer. The second prompt highlighted how Tesla's leverage compared to Ford’s using the 

debt/equity ratio with Tesla’s lower number. Our goal for this second prompt was to get a more 

structured and concise answer emphasizing the impact leverage on a company, whether that is 

Tesla or Ford. This adjustment improved the AI’s analysis since we made it prioritize the 

implications of the ratio and implications with a higher number. The AI continued to provide 

accurate calculations but presented the information in a more concise fashion.  

Another main goal we had was to make sure the AI did not extrapolate information which 

it indeed did not on our second prompt. It also explained how Tesla carried a lower financial risk 

by having more stockholders equity than total liabilities within the year 2024 and 2023 unlike 

Ford with a ratio greater than 1. Finally the AI included leverage levels, trends and implications 

which made it more suitable for financial analysis.  

 



To begin, the initial AI response was relevant in my opinion because it directly answered 

the question I asked. Immediately ChatGPT answered whether short-term creditors should lend 

money to Tesla and proceeded to use the financial ratios from the Excel sheet I sent to form a 

decision. The response specifically addressed solvency, liquidity, and profitability. I find all of 

these essential components of a complete financial statement analysis. In terms of accuracy, the 

ratios the AI calculated were based on the correct numerical values from my sheet, and there 

were no major errors that I noticed. However, even though the calculations were correct, the 

response didn’t always explain how the ratios were calculated, derived, or what they mean for 

creditors when making decisions, this truly limited analytical depth. Furthermore, the clarity and 

tone were very easy to follow, but the analysis was more of a summary than a financial analysis 

a creditor would follow. It ultimately lacked interpretations and direct comparisons between 

Tesla and Ford which reduced its usefulness for what I needed, a financial analysis.  

 In order to address these limitations, I updated the prompt and was a lot more specific. I 

explicitly asked the AI to explain each ratio's meaning, compare Tesla to Ford, and give a final 

recommendation with clear reasoning. The intention of this new prompt was to produce a more 

organized and targeted response that better supports the decision/approach a creditor would take. 

 Compared to the first prompt, the AI’s response to the updated prompt was much better. 

It actually included step-by-steps calculations, interpretations of each ratio in terms of a creditor, 

a final decision and even a counterargument. The comparison it provided was pretty systematic, 

showcasing why Tesla is a much lower risk short term borrower. Also, contextual factors like 

Tesla’s declining net income and Ford’s debt load were considered making this analysis very 

solid. To conclude, the updated prompt guided the AI to produce a more comprehensive and 

analytically useful response than the initial response, while preserving correct calculations. 



Appendix:  

Topic 1: 
Prompt from #1: Using the debt to equity ratio for Tesla 2024 debt to equity is 0.664 and for 
Ford 2024 debt to equity ratio is 5.353. For Tesla 2023 it is 0.687 and for Ford it is 5.390 
provided please analyze Tesla’s performance with its competitor ford for two years. 
 
AI Response from #1: Nice — thanks for the numbers. Below I’ll compare Tesla and Ford using 
the debt-to-equity (D/E) ratios you gave for 2023 and 2024, show the changes, explain what they 
mean, and give a short recommendation for how to interpret the two-year picture. What D/E 
measures (short) 
Debt-to-equity = total debt ÷ shareholders’ equity. 
A higher D/E means a company uses proportionally more debt financing (more financial 
leverage); a lower D/E means it relies more on equity. High D/E → higher financial risk 
(interest & repayment pressure) but potentially higher return on equity in good times. Low 
D/E → lower default risk but less debt tax-shield and potentially more conservative capital 
structure. 
The numbers (given) 

● Tesla 
○ 2023 D/E = 0.687 
○ 2024 D/E = 0.664 
○ Absolute change = 0.664 − 0.687 = −0.023 
○ Percent change = (−0.023 / 0.687) × 100 ≈ −3.35% (a small 

reduction in leverage) 
● Ford 

○ 2023 D/E = 5.390 
○ 2024 D/E = 5.353 
○ Absolute change = 5.353 − 5.390 = −0.037 

 
○ Percent change = (−0.037 / 5.390) × 100 ≈ −0.69% (an even 

smaller reduction in leverage) 

Two-year comparison — what stands out 

1. The magnitude difference is very large. 
○ Tesla’s D/E (~0.66) is far lower than Ford’s (~5.35). That means Tesla carries 

much less debt relative to equity than Ford does. 
2. Both companies slightly reduced D/E from 2023 → 2024. 

Tesla’s reduction (~3.35%) is proportionally larger than Ford’s (~0.69%), though both 
are fairly small movements in absolute terms. 
 

3. Implications for risk and creditors 



○ Tesla (low D/E): lower financial risk from debt service; lenders are likely to view 
Tesla as less leveraged and therefore less risky on solvency metrics (all else 
equal). Tesla’s balance sheet is comparatively conservative. 
 

○ Ford (high D/E): much higher leverage implies greater sensitivity to interest-rate 
increases, cyclical downturns, or cash-flow stress. Creditors may demand higher 
spreads or stricter covenants; Ford has significantly more debt relative to its 
equity base. 
 

4. Implications for investors 
 

○ Tesla: lower leverage means lower financial risk but also less potential upside 
from leverage-amplified ROE. It may reflect a growth company funding via 
equity or retained earnings rather than debt. 
 

○ Ford: high leverage can boost ROE when business is strong, but it also raises the 
chance of distress in a downturn. Ford’s capital structure is typical of capital-
intensive, legacy automakers but still substantially more leveraged than Tesla. 

Short conclusion / recommendation 

Over these two years, Tesla shows a healthier (much lower) debt-to-equity position than Ford 
and slightly improved (reduced) leverage from 2023 to 2024. Ford remains highly leveraged and 
only marginally reduced debt relative to equity. If your focus is on solvency and short-term 
creditor risk, Tesla looks materially stronger by the D/E metric alone. 

Suggested next steps / additional analysis (to make this judgment robust) 

D/E is informative but incomplete. To make a fuller, practical assessment compare these 
alongside: 

● Interest coverage (Times Interest Earned) — ability to pay interest from operating 
income. 
 

● Cash flow metrics (operating cash flow, free cash flow) — actual debt-service capacity. 
 

● Liquidity ratios (current & quick ratios) — short-term payment ability. 
 

● Profitability (EBIT margin, net margin, ROE) — to see if leverage is being deployed 
profitably. 
 

● Maturity schedule of debt and credit covenant terms — near-term rollover risk. 
 

● Industry/peer benchmarks — typical D/E in the auto & EV sectors. 
 



If you want, I can: 

● write a short paragraph you can paste into a report (concise summary + recommendation), 
or 
 

● create a 1-page slide text comparing the two with the numbers and suggested next-metric 
checks. 
 

Which of those would you like me to do next? 

 
Prompt from #3: Using the debt to equity ratios for Tesla (0.687 in 2023 and 0.664 in 2024) and 
Ford (5.390 in 2023 and 5.353 in 2024), analyze how Tesla's leverage compares to Ford over the 
two-year period. Explain in detail what the differences in these rations indicate about each 
company’s financial risk. 
 
AI Response from #3:  

Here’s a clean, detailed analysis you can use:
 

Two-Year Leverage Comparison: Tesla vs. Ford 

Using the provided debt-to-equity (D/E) ratios: 

Company 2023 D/E 2024 D/E Change 

Tesla 0.687 0.664 ↓ 0.023 

Ford 5.390 5.353 ↓ 0.037 

 

1. Overall Leverage Level 

The first thing that stands out is the huge difference in the magnitude of the debt-to-equity 
ratios: 

● Tesla’s D/E is around 0.66, meaning Tesla uses $0.66 of debt for every $1 of equity. 
 

● Ford’s D/E is above 5.3, meaning Ford uses over $5 of debt for every $1 of equity. 
 



This means Ford is operating with roughly eight times more leverage than Tesla. That alone 
signals much higher reliance on debt financing. 

 

2. Trends From 2023 to 2024 

Both companies have a slight decline in D/E, meaning both slightly reduced leverage: 

● Tesla: 0.687 → 0.664 (a small improvement, ~3.3% decrease) 
 

● Ford: 5.390 → 5.353 (very small improvement, ~0.7% decrease) 
 

This indicates neither company significantly changed its capital structure, but Tesla’s leverage is 
already low, while Ford continues to operate with very high leverage. 

 

3. What These Differences Mean for Financial Risk 

Tesla 

● Low D/E (≈0.66) indicates low financial leverage. 
 

● Tesla relies more on equity and internal cash flows rather than debt. 
 

● This leads to lower financial risk, because: 
 

○ It has fewer fixed interest payments. 
 

○ It is less vulnerable to rising interest rates. 
 

○ It has more flexibility during economic downturns. 
 

● Creditors usually view this type of structure as safer. 
 

Conclusion for Tesla: 
 Tesla’s relatively low D/E ratio means it has strong solvency and low financial risk. This 
gives it a more stable position for meeting debt obligations. 

 

Ford 



● Very high D/E (above 5.35) signals extremely heavy use of debt. 
 

● Such a high level of leverage means: 
 

○ Large interest expenses. 
 

○ Higher dependence on stable cash flow to meet debt obligations. 
 

○ Greater vulnerability to recession, sales declines, or higher interest rates. 
 

● High D/E increases the probability of distress if earnings weaken. 
 

Conclusion for Ford: 
 Ford’s capital structure exposes it to significantly higher financial risk. Creditors may see 
Ford as riskier because its debt load is much higher relative to equity. 

 

4. Final Interpretation 

The two-year data shows this pattern consistently: 

● Tesla: Low, slightly declining leverage → low financial risk, strong solvency 
position. 
 

● Ford: Extremely high, almost unchanged leverage → substantial financial risk and 
heavy reliance on debt. 
 

Bottom Line: 
 Tesla’s leverage profile is far more conservative and financially stable compared to Ford. Ford’s 
high D/E ratio indicates it carries much greater financial risk, and even though the ratio declined 
slightly, its leverage remains significantly elevated relative to Tesla. 

Sharable Link: https://chatgpt.com/share/6921313a-d028-8008-85a3-6c38587264e0  

 
 
Topic 2:  
Prompt from #1: Evaluate this excel sheet on tesla vs ford company and evaluate whether 
creditors should loan money to Tesla in the short term. also use financial ratios to defend your 
point 
AI Response from #1: Below is a clear, short-term creditor assessment based directly on the 
ratios and data you provided. I’m using the current ratio, quick ratio, receivables turnover, 



inventory turnover, times-interest-earned, and debt-to-equity to evaluate whether creditors 
should loan money to Tesla in the short term. 

膆 Conclusion: Should Short-Term Creditors Loan Money to Tesla? 
Yes — short-term creditors should loan money to Tesla. 
Tesla is significantly more liquid, has very strong interest-coverage ability, and carries far less 
debt risk compared to Ford. Despite declining profitability, Tesla’s liquidity and solvency ratios 
clearly support short-term lending safety.

껳껱껲 KEY RATIO ANALYSIS (Tesla vs Ford) 
1. Liquidity Ratios — Tesla is FAR safer for short-term creditors 
Current Ratio = Current Assets / Current Liabilities 
-Tesla: 2.03 
-Ford: 1.17 

膆 Tesla has double the current assets needed to cover its current liabilities. 

➡  Ford is barely above 1.0, meaning limited liquidity buffer. 

Quick Ratio ≈ (Cash + Short-term Investments + Receivables) / 

Current Liabilities 

(Your sheet shows incorrect values — here is the correct interpretation.) 

Tesla Quick Assets = 17,037 + 20,424 + 4,418 = 41,879 

Tesla Quick Ratio ≈ 41,879 / 28,821 ≈ 1.45 

Ford Quick Assets = 22,935 + 15,413 + 14,723 = 53,071 

Ford Quick Ratio ≈ 53,071 / 106,859 ≈ 0.50 

膆 Tesla has $1.45 in liquid assets for every $1 of short-term obligations. 

膆 Ford only has $0.50, meaning it cannot pay short-term liabilities without selling inventory. 
Creditors look at THIS FIRST — Tesla is significantly safer. 

2. Efficiency Ratios 
Receivables Turnover 
Tesla: 24.65 
Ford: 12.20 

膆 Tesla collects receivables twice as fast, meaning stronger cash flow reliability. 
Inventory Turnover 
Tesla: 6.26 
Ford: 10.35 

膆 Ford moves inventory faster (normal for automakers). 

膆 Tesla’s slower turnover isn’t a credit risk — but it means cash conversion is slightly slower. 



3. Solvency & Debt Risk — Tesla carries FAR less debt 
Debt-to-Equity Ratio 
Tesla: 0.66 
Ford: 5.35 

膆 Tesla uses relatively low leverage. 

膆 Ford is extremely leveraged — over 5× more debt than equity — a major creditor risk factor. 
Creditors prefer low leverage, and Tesla is much safer here. 

Times Interest Earned (TIE) = (NI + Interest + Taxes) / Interest 
Tesla: 6,797 
Ford: 4,765 

➡  Both cover interest easily, but Tesla’s coverage is stronger and interest expense is very small 
relative to earnings. 

4. Profitability Trends — Weakening but still positive 
Tesla’s profitability is declining: 

Net income fell from 14,974 → 7,153 (–52%) 
Profit margin: 7.3% (Tesla) vs 3.2% (Ford) 
Even though profit dropped, Tesla remains more profitable than Ford. 
This matters because higher profit → easier ability to repay creditors over time. 

궸궹궺궻 FINAL EVALUATION (Short-Term Creditors’ Perspective) 
Reasons creditors SHOULD loan to Tesla: 

✔ Strong liquidity (Current Ratio 2.0, Quick Ratio 1.45) 

✔ Large cash + investments reserve 

✔ Low debt load (D/E = 0.66) 

✔ Very high interest-coverage 

✔ Fast receivable collection 

✔ More profitable than Ford despite decline 
Concerns (but not deal-breakers): 

 Profitability dropped 52% in 2024 

 Inventory turnover slower than Ford 

 Gross margin declined from 26% → 18% over 3 years 
These concerns affect investors, but not short-term creditors, who focus on liquidity and debt 
coverage — and those remain strong. 

밇 Final Judgment 



Tesla is a low-risk short-term credit borrower. 
Based on liquidity, low leverage, receivables efficiency, and strong interest-coverage, short-term 
creditors should feel comfortable extending credit to Tesla. 
If you want, I can turn this into: 

 膆 A full written report 

 膆 A bullet-point summary for a finance class 

 膆 A table comparing ratios 

 膆 A “Credit Decision Memo” format 
Just tell me! 
Prompt from #3 (updated prompt): Evaluate the financial data in my Tesla vs Ford Excel 
sheet and provide a detailed analysis on whether short-term creditors should load money to 
Tesla. Use the financial ratios in the sheet- including liquidity (current and quick ratio), solvency 
(debt-to-equity, times interest earned), and profitability ratios, to support the conclusion. Please 
explain what each ratio means, compare Tesla to Ford, and give a final recommendation with 
clear reasoning. 
 
AI Response from #3: Short-term creditor analysis — Tesla vs Ford (based on the Excel data 
you provided) 

Below I walk through each ratio (what it means → how it’s calculated → Tesla vs Ford 2024 
values from your sheet) and then give a clear final recommendation for short-term creditors. 

1) Working set of 2024 numbers used (millions of $ unless you report otherwise) 

● Tesla — Net Income 7,153, Net Sales 97,690, Current Assets 58,360, Current Liabilities 
28,821, Cash 17,037, Short-term investments 20,424, Receivables 4,418, Inventory 
12,017, Total Liabilities 48,390, Equity 72,913, Interest expense 350, Income tax expense 
1,837, Total assets 122,070. 
 

● Ford — Net Income 5,879, Net Sales 184,992, Current Assets 124,474, Current 
Liabilities 106,859, Cash 22,935, Short-term investments 15,413, Receivables 14,723, 
Inventory 14,951, Total Liabilities 240,338, Equity 44,900, Interest expense 1,115, 
Income tax expense -1,339, Total assets 285,196. 

(These are the values I used to calculate every ratio below.) 

2) Liquidity ratios — can the company meet short-term obligations? 
Current ratio = Current assets / Current liabilities 
Meaning: shows whether current assets cover current liabilities. Higher >1 is safer for short-term 
creditors. 



● Tesla: 58,360 / 28,821 = 2.02 
 

● Ford: 124,474 / 106,859 = 1.16 
 

Interpretation: Tesla has about $2.02 of current assets for each $1 of 

current liabilities — a comfortable buffer. Ford’s ratio (≈1.16) is 

much tighter.

Quick ratio (approximate) = (Cash + Short-term investments + Receivables) / Current liabilities 

Meaning: stricter liquidity test — excludes inventory (less liquid). Values above 1.0 are 
generally healthy for creditors. 

● Tesla: (17,037 + 20,424 + 4,418) / 28,821 = 1.45 
 

● Ford: (22,935 + 15,413 + 14,723) / 106,859 = 0.50 

Interpretation: Tesla holds liquid assets equal to $1.45 per $1 of current liabilities — 
solid for short-term repayment. Ford only has $0.50 of liquid assets per $1 current 
liabilities, meaning Ford would likely need to rely on inventory sales or new financing to 
meet short obligations. 

3) Solvency ratios — longer-term debt risk & ability to service interest 

Debt-to-Equity = Total liabilities / Stockholders’ equity 

Meaning: measures leverage. Lower is safer; high values indicate a firm financed mostly by debt. 

● Tesla: 48,390 / 72,913 = 0.66 
 

● Ford: 240,338 / 44,900 = 5.35 

Interpretation: Tesla is lightly leveraged (0.66×). Ford is highly leveraged (>5×), which 
substantially raises creditor risk — especially if cash flows weaken. 

Times interest earned (TIE) = (Net income + Interest + Income tax) / Interest 

(some use EBIT / Interest; using the sheet items gives the same idea: coverage of interest) 
Meaning: how many times the company can cover interest with operating earnings. Higher is 
better. 



● Tesla: (7,153 + 350 + 1,837) / 350 = ~26.7× 
 

● Ford: (5,879 + 1,115 − 1,339) / 1,115 = ~5.07× 

Interpretation: Tesla’s interest is very small relative to 

earnings — it covers interest many times over. Ford covers 

interest about 5×, which is generally acceptable but much 

weaker than Tesla. 

4) Profitability ratios — ability to generate earnings (helps long-term viability) 
Profit margin = Net income / Net sales 
Meaning: percent of sales that turns into profit. 

● Tesla: 7,153 / 97,690 = 7.32% 
 

● Ford: 5,879 / 184,992 = 3.18% 
 

Interpretation: Tesla’s margin is stronger — it keeps a larger slice of sales as profit. 

Return on Equity (ROE) = Net income / Equity 
Meaning: how effectively the company uses shareholders’ funds to generate profit. 

● Tesla: 7,153 / 72,913 = 9.8% 
 

● Ford: 5,879 / 44,900 = 13.1% 
 

Interpretation: Ford shows higher ROE — partly because it is more leveraged (higher 
financial leverage can boost ROE). But higher ROE here accompanies much higher debt 
risk (see D/E). 

Return on Assets (ROA) = Net income / Total assets 
Meaning: profit per dollar of assets; lower if a company is asset-heavy. 

● Tesla: 7,153 / 122,070 = 5.86% 
 

● Ford: 5,879 / 285,196 = 2.06% 
 



Interpretation: Tesla converts assets into profit more efficiently than Ford. 

5) Efficiency (working capital turns) — cash conversion 
Receivables turnover = Net sales / average receivables 

● Tesla: ≈ 24.65× (very high — collects faster) 

 

● Ford: ≈ 12.20× 

Interpretation: Tesla collects its receivables much faster, 

helping cash flow. 

Inventory turnover = COGS / average inventory 

● Tesla: ≈ 6.26× 

 

● Ford: ≈ 10.35× 

Interpretation: Ford turns inventory faster (typical for mass 

auto manufacturers). Tesla’s slower inventory turnover slightly 

reduces liquidity speed, but Tesla’s high cash and receivables 

compensate. 

6) Summary of the numbers (concise) 

● Liquidity: Tesla >> Ford (Current 2.02 vs 1.16; Quick 1.45 vs 0.50). 
 

● Solvency / leverage: Tesla much safer (D/E 0.66 vs 5.35). 
 

● Interest coverage: Tesla >> Ford (TIE ≈ 26.7 vs ≈ 5.07). 

 
● Profitability: Tesla higher margin and ROA; Ford higher ROE (driven by leverage). 

 
● Efficiency: Tesla collects receivables faster; Ford turns inventory faster. 

 

7) Caveats & context (important for a balanced credit decision) 

1. Net income trend — your sheet shows Tesla’s net income dropped sharply in 2024 vs 
2023 (-52%). That decline is a warning signal for future earnings volatility. Liquidity 



today is strong, but persistent profit decline could erode reserves over time. 
 

2. Sector differences — Ford is a very asset-heavy, highly leveraged traditional automaker; 
Tesla is asset-lighter and holds more cash/investments. That structural difference partly 
explains ratios. Creditors should compare appropriate industry norms and contract 
covenants accordingly. 
 

3. One-year snapshot — ratios are 2024 end values; examine multi-year trends, cash flow 
statements (operating cash flow), and event risk (recalls, macro downturns) for a deeper 
credit decision. 
 

4. Non-financial risk — market, regulatory, and operational risks (EV demand, supply 
chain, pricing pressure) matter for longer-term lending. 

8) Final recommendation (short-term creditor perspective) 
Recommendation: Lend to Tesla (short-term credit) — with standard protective covenants. 
Why: 

● Liquidity first: Tesla has strong short-term liquidity cushions 

(Current ratio ≈2.0; Quick ≈1.45), meaning it can meet short 

obligations from liquid assets without relying on inventory 

sales. 

 

● Low leverage: Debt-to-equity ≈0.66 is conservative and reduces 

default risk on short obligations. 

 

● Strong interest coverage: TIE ≈26.7× means interest payments 

are a small burden. 

 
● Cash conversion: High receivables turnover ensures dependable near-term cash flow. 

 

Suggested lender safeguards (practical & common for short-term credit): 

1. Maintain a covenant requiring Current Ratio ≥ 1.5 (or Quick 

Ratio ≥ 1.2) while the loan is outstanding. 

 
2. Short maturity (e.g., 90–180 days) to limit exposure to operating/earnings volatility. 

 



3. Quarterly covenant reporting: require quarterly financials and quick access to liquidity 
info. 
 

4. Limit on additional secured debt — prevent materially increasing leverage that would 
harm creditors later. 
 

5. Cross-default clause to protect against deterioration elsewhere. 
 

Counterargument / when not to lend: if you are an unsecured lender with zero covenants and the 
borrower has shown continuing profit decline over several quarters (not just 2024), you might 
ask for higher pricing, collateral, or decline. But based purely on the 2024 ratios in your sheet, 
Tesla is a low-risk short-term borrower compared to Ford. 

 Sharable Link: https://chatgpt.com/share/691a6f39-a7f8-8008-87d9-b37916c0ff7f  

 
 
 
 


