UNIVERSITESI UNIVERSITESI

Wa‘mﬂ“m SAKARYA

Does Working Capital Management Affects Firm Value? Evidence
From An Emerging Economy

Rumeysa BILGIN'" /| Sema TURAN?

! Department of Management, Istanbul Sabahattin Zaim University, rumeysa.bilgin@izu.edu.tr
2 Institute of Graduate Studies, Istanbul Sabahattin Zaim University, sematrnnn@outlook.com

ABSTRACT

This study explores the relationship between net working capital decisions and the value
of firms traded in Borsa Istanbul. A panel data set of 317 non-financial Turkish firms for
the 2010-2018 sample period is analyzed using a dynamic modeling approach. System
GMM estimator is employed. A positive relationship is found between the efficiency of
working capital management and the firm value of sample firms. Firms with shorter cash
conversion cycles are found to be more valuable. However, this relationship weakens for
firms with a high level of liquidity in terms of cash holdings. The evidence from this study
suggests that even though inefficient management of non-cash operating assets has a
negative effect on firm value; cash holdings moderate this relationship.

Keywords: Firm Value; Working Capital Management; Emerging Economies.
1 Introduction

It is a generally accepted fact that the value of a firm depends on the effective management of its assets.
In that respect, both investments in long-term assets and working capital decisions can be crucial.
Working capital is the current assets of a firm and has three main components: cash and marketable
securities, account receivables, and inventories. Firms finance their working capital by short-term
liabilities such as short-term bank loans and trade credits as much as possible. Still, the difference
between the current assets and the short-term liabilities should be positive for a healthy firm. The excess
amount is called net working capital (NWC), which is to be funded by long-term financing (Hill et al.,
2010).

The relationship between working capital management and firm value can be explained within the
discounted cash flow valuation framework. Similar to any other asset, the present value of a firm is the
sum of the present values of its future free cash flow streams (Brigham and Ehrhardt, 2013):

FCF,

Vo= ) ——————
0 £ (1+WACC)*

€y

Here, V, is the present value of the firm, FCF; is the free cash flow at time t, and WACC; is the weighted
average cost of capital at time t. Working capital decisions affect the firm value via FCF in Equation
(1). A textbook formulation of FCF; is provided by Ross et al. (2016) as follows:

FCF, = [ EBIT; X (1 — t.)] + Depreciation, — A NWC ; — Capital Expenditures;  (2)
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Here, EBIT is earnings before interest and taxes, estimated by subtracting the cost of goods sold and
operating expenses from sales revenues. tc is the corporate tax rate and NWC is the change in the net
working capital. A straightforward implication of Equation (2) is the decreasing effect of NWC on FCF.
However, as Kieschnick, Laplante, and Moussawi (2013) state, it is reasonable to expect that current
NWC investments increase future EBITs. NWC also affects the capital structure, which in turn affects
WACC (Damodaran, 2007). The trade-off theory, which suggests an optimal capital structure to
maximize firm value, also implies an optimal NWC (Garcia-Teruel & Martinez-Solano, 2007). A
positive NWC indicates that the firm has sufficient funds to meet its short-term financial obligations.
However, it also points out that the firm does not invest its excess funds in long-term assets that generate
higher profits. Overinvestment in working capital has a downward pressure on firm value and
profitability (Kieschnick et al., 2013). Therefore, firms have optimal NWCs at the trade-off between
profitability and financial distress due to underinvestment in working capital (Sharma and Kumar,
2011).

The research on the relationship between working capital management and firm value can be traced
back to Lewellen, McConnell, and Scott (1980). They argue that firm value is irrelevant to trade credits
in perfect market conditions. In other words, trade credits affect firm value because of market
imperfections. Empirical studies support their view. (i.e., Deloof and Jegers, 1996). Effective
management of working capital, like investment and financing decisions, is crucial for increasing a
firm's value.

Previous studies document an association between working capital management and firm value. (e.g.
Afrifa, 2016; Altaf, 2018; Autukaite and Molay, 2014; Banos-Caballero, Garcia-Teruel, & Martinez-
Solano, 2019; Dhole, Mishra, & Pal, 2019; Kieschnick et al., 2013; Wichitsathian and Pestonji, 2019).
In an influential study, Kieschnick et al. (2013) investigate the relationship between NWC management
and firm value for US firms. They prove that investing in cash or long-term assets is more valuable than
investing in NWC. This finding emphasizes the vitality of effective NWC management. NWC
investments increase the market values of French firms (Autukaite and Molay, 2014). Conversely,
Wasiuzzaman (2015) documents a negative relationship between NWC investment and the market
values of Malaysian small/mid-size firms. He concludes that Malay investors opt for firms with
restrictive working capital policies due to potential agency problems. Some researchers show that there
is an optimal NWC for each firm (Aktas, Croci, & Petmezas, 2015; Cooper, Gulen, & Schill, 2008;
Deloof, 2003; Ek and Guerin, 2011).

The cash conversion cycle (CCC) is also used as an alternative measure of the working capital
management efficiency in the literature (i.e. Garcia-Teruel and Martinez-Solano, 2007). Ogundipe,
Idowu, and Ogundipe (2012) detect a negative relationship between CCC and firm value in Nigeria.
Arachchi, Perera, and Vijayakumaran (2017) report similar findings for Colombian firms. They reveal
that firms can increase their values by decreasing their days receivables outstanding and days inventory
outstanding. Vijayakumaran (2019) has reported that effective working capital management increases
the market values of Chinese firms.

Furthermore, days sales outstanding and days inventory outstanding decrease their market value.
Kieschnick etal. (2013) show that investing in account receivables has a more significant effect on value
than investing in inventory in the USA. Various other studies confirm the decreasing effects of CCC on
the market values of Malaysian, Thai, and Japanese firms. (Nurein and Din, 2017; Wang, 2002;
Wichitsathian and Pestonji, 2019).
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In a recent study, Dhole et al. (2019) investigate the moderating role of working capital management on
financial constraints and firm value relationships. They employ the cash ratio and the cash conversion
cycle as proxies of working capital management and report a significant and negative effect of the cash
ratio on market value. Contrary to the previous research, their results imply that longer cash conversion
cycles lead to higher firm values. Bafios-Caballero et al. (2019) investigate the relationship between the
net trade cycle (Shin and Soenen 1998) and firm value using a multinational sample from 30 countries.
They conclude that there is a positive relationship between the net trade cycle and firm value around the
globe. However, the magnitude of this relationship depends on country-specific factors. The effect is
robust in developed countries with a high level of shareholder protection. Their findings reveal the
necessity of country-specific research studies on the relationship between net working capital and firm
value.

Some researchers employ firm profitability as a proxy of its value and find a positive relationship
between working capital efficiency and profitability. (Bafios-Caballero et al., 2019; Chen and Chen,
2011; Deloof, 2003; Lazaridis and Tryfonidis, 2006; Enqgvist, Graham, and Nikkinen, 2014; Garcia-
Teruel and Martinez-Solano, 2007;).

This study contributes to the previous literature by exploring the effect of working capital management
on firm value for publicly listed firms in Borsa Istanbul. Its originality comes from using the firm's
market value as the dependent variable and exploring the effects of various proxies of working capital
management policies on firm value in detail. Our main findings reveal a positive relationship between
the efficiency of non-cash operating asset management and firm value. Firms with shorter cash
conversion cycles have higher market values. Besides, firms with strict credit terms and more extended
payment periods are found to be more valuable. However, these relationships weaken for firms with a
high level of liquidity in terms of cash holdings. Thus, even though inefficient management of non-cash
operating assets has a negative effect on firm value; strong liquidity indicators moderate this
relationship.

The remainder of this article is organized as follows. Section 2 explains the dataset and methodology of
the study. Section 3 details the empirical results. Lastly, Section 4 concludes.

2 Research Methodology

The sample data set comprises annual observations of 317 publicly-listed non-financial Turkish firms
whose data are available in the Compustat Global Capital 1Q database. Firms with negative
shareholder's equity are excluded. The sample period covers nine years from 2010 to 2018. The
sample data set is winsorized at the 1% and 99% levels to eliminate outliers.

Following Banos-Caballero et al. (2019), the dependent variable is the market value (MV) in this
study. The market value for a given year is measured as the sum of the market value of equity, the
book value of short-term debt, and long-term debt. Here, the market value of equity is estimated by
multiplying the year-end closing stock price with outstanding shares. Since the estimated market
values have a skewed distribution, their natural logarithms are employed.

This study investigates working capital management decisions of sample firms using net working
capital (NWC), cash ratio (CUR), current ratio (CAR), and cash conversion cycle (CCC) as focus
variables. NWC is estimated as the natural logarithm of the sum of accounts receivable and inventory
minus accounts payable. A negative net working capital is uncommon for a healthy firm (Ross et al.,
2016). Net working capital investments are vital for firms to continue their operating activities
efficiently and reduce the risks of not meeting their short-term debt services. However, too much
investment in net working capital may indicate underinvestment in long-term assets. Recent studies
show that net working capital investment increases firm value (i.e., Autukaite and Molay (2014);
Banos-Caballero et al., 2019).
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CUR is estimated as the ratio of current assets to short-term liabilities. It reflects the capacity of the
firm to meet its short-term obligations. A current ratio value lower than one indicates that the firm's
cash-generating capacity within a year will not be sufficient to fulfill its short-term liabilities. On the
other hand, a current ratio much higher than one indicates that the firm over-invested in the current
assets. Similarly, CAR is the ratio of cash and marketable securities to short-term liabilities. It defines
cash and marketable securities as a percentage of current liabilities. This ratio shows how much of
the firm's short-term debt can be paid with the cash in hand if it cannot convert its less liquid current
assets into cash within a year. Firms invest in cash and marketable securities to meet their
unanticipated cash requirements. Cash holdings create value for shareholders by decreasing the
probability of financial distress and providing internal funding for positive NPV projects. However,
they have an opportunity cost in terms of underinvesting in profitable long-term assets. There is a
growing literature on the determinants of corporate cash holdings, which show that FCF, dividend
payment, growth opportunity, capital structure, and capital expenditure affect cash holdings.
(D'Mello, Krishnaswami, & Larkin, 2008; Maheshwari and Rao, 2017). Also, there is a negative
relationship between cash holdings and other current assets (Bates, Kahle, & Stulz, 2009). The free
cash flow hypothesis states that cash holdings increase agency problems between managers and
stockholders (Harford, 1999).

Consequently, investors undervalue firms with a high amount of cash holdings. On the other hand,
according to the trade-off theory, increasing cash holdings decreases the probability of financial
distress and enables firms to borrow at lower debt costs (Opler, Pinkowitz, Stulz, & Williamson,
1999). Martinez-Sola, Garcia-Teruel, and Martinez-Solano (2013) report a concave relationship
between cash holdings and firm value that implies an optimal level of cash holdings. Drobetz and
Gruninger (2007) also show that firms have optimal levels of cash holdings to which they adjust
periodically. The market value of the firm increases when it reaches the optimal level. Thus, the
efficient management of cash holdings can increase the market value (Dittmar and Mahrt-Smith,
2007; Du, Wu, & Liang, 2016). Pinkowitz, Stulz, and Williamson (2006) find that investors in
countries with weak governance value cash holdings less than investors in countries with strong
governance. Besides, firms operating in countries with low protection of shareholder rights opt to
hold more cash and marketable securities (Dittmar, Mahrt-Smith, & Servaes, 2003). Luo and
Hachiya (2005) show that investors prefer profitable firms that maintain higher levels of cash
holdings.

Also, days sales outstanding (DSO), days inventory outstanding (DIO), days payables outstanding
(DPO), and cash conversion cycle (CCC) are employed as focus variables in this study. DSO, DPO,
and DSI are also employed as proxies of cash conversion policies of firms. DSO can be defined as
the number of days it takes for the accounts receivable to be collected on average. The receivable
collection policy depends on the firm's relationships with its customers. A strict credit policy may
decrease sales and may cause a loss of market share. However, a too loose credit policy may trigger
financing problems for the firm. DPO is the number of days it takes to pay the accounts payable on
average. Firms prefer to pay their accounts payable as late as possible. However, the credit terms of
their suppliers are usually the main determinants of the firms' accounts payable payment period. DIO
is the number of days it takes to sell the average inventory. A smaller DIO is better as it is unnecessary
to over-invest in inventory instead of channeling funds to profit-generating activities. The sum of
DSO and DIO constitute the operating cycle. Lastly, CCC is estimated by subtracting the days
payable outstanding from the operating cycle. CCC gives information about the efficiency of
working capital management. It accelerates with the rapid collection of credit sales and is negatively
affected by the delays in collecting receivables. Therefore, firms are recommended to shorten their
credit collection periods and waiting times in inventory and shorten their cash conversion cycle by
extending their commercial debt payment periods. As it is unnecessary to over-invest in inventory
instead of channeling funds to profit-generating activities, a smaller CCC is better.

Table 1: Variable Definitions
Variables Definition Symbol Formula Source

478



ﬁﬁ@ﬁﬁﬁm SAKARYA

UNIVERSITESI UNIVERSITESI

Log( (Number of Shares Outstandin,

Dep_endent Market Value MV X Stock Price) + Short Term Debt
Variable
+ Long Term Debt)
Current Ratio CUR Current Assets
Current Liabilities
Cash Ratio CAR Cash and Marketable Securities
Current Liabilities
Focus
Variables Net Working Nathural Logarithm of (Accounts Recei All Financial data
. NWC .
Capital + Inventories — Accounts Payable) were collected from
Cash Days Sales Outstanding g?é?;gﬁgt da?;g;;i'
Conversion CcccC + Days Inventory Outstanding
Cycle — Days Payable Outstanding
Firm :
Profitability PRO Net Income /Total Equity
Control Market . . .
Variables Leverage LEV Financial Debt/Total Capital
Firm Size Siz Log(Total Assets)

In addition to the focus variables, profitability (PRO), leverage ratio (LEV), and firm size (SIZ) are
included in the analyses as control variables. PRO is estimated as the ratio of net income to the total
book value of equity. The market value will be higher for firms with higher profitability. LEV is
estimated as financial debt over total invested capital. Financial debt is the sum of short and long-
term interest-bearing debt. Total invested capital is the sum of the financial debt and the market value
of equity. The market value of equity is estimated by multiplying the number of shares outstanding
by the year-end stock price. LEV is a measure of risk within this study. Lastly, SIZ is the natural
logarithm of total assets. This variable is often used as the reverse proxy for the possibility of
bankruptcy in the literature. Therefore, a positive relationship between firm size and performance is
expected in this study. Variable definitions and data sources are given in Table 1. Descriptive
statistics and correlation tables of the dependent and independent variables are presented in Tables 2

and 3.
Table 2: Descriptive Statistics

Mean Median St. Dev. C.V. Skew. Kurt. Obs.
MV 7.697 4,117 1.802 0.234 0.344 2.591 1872
NWC 4,152 -4.269 1.856 0.447 -0.360 3.418 1872
CAR 0.649 0.001 1.682 2.593 4.746 27.114 1872
CUR 2.340 0.263 2.547 1.089 3.571 18.166 1872
CcccC 207.450 -161.305 482.249 2.325 6.842 54.213 1872
DIO 116.211 0.000 167.881 1.445 4.730 30.212 1872
DSO 210.566 3.812 669.965 3.182 7.978 68.636 1872
DPO 107.865 3.166 212.900 1.974 7.534 64.458 1872
PRO 0.037 -1.886 0.277 7.414 -3.516 22.776 1872
SIZz 5.852 2.271 1.777 0.304 0.232 2.595 1872
LEV 0.039 0.000 0.068 1.748 3.672 21.074 1872

Source: Authors

As can be seen in Table 3, the correlation coefficients between NWC, NOWC, and SIZ are higher than
80%. Therefore, the results of the models that include them need to be interpreted with caution.

Table 3: Correlation Matrix
MV NWC CAR CUR CCC DIO DSO DPO PRO SIZ LEV
MV 1.00
NWC 075" 1.00
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CAR 0.077 -0.18" 1.00

CUR -0.03 -0.19" 0.82" 1.00

ccc  -0417" -0.08° -0.03 0.10° 1.00

DIO -0.15*  -0.07" -0.01 0.03 056" 1.00

DSO -0.14"  -0.09" -0.04 0.06® 096" 0417 1.00

DPO  -0.11" -0.10° -0.06" -0.05" 0.65" 050 0.74" 1.00

PRO 029" 0.21* 0.11" 0.16° -0.077 -0.08" -0.07° -0.10" 1.00

Slz 0.88" 0.84° -001 -0.16" -0.11" -0.10" -0.07° -0.04 0.16° 1.00
LEV -0.09" 0.077 -0.15" -0.25° -0.01 -0.01 0.01 0.07° -0.33" 0.16" 1.00
Source: Authors

“p<0.05

3 Methodology

This study employs a two-step system GMM estimator (Arellano, & Bond, 1991) since the sample
panel data set is an unbalanced micro panel with a small T large N property with an assumed
dependence of the regressand on its first lag. Even though the time dimension of the data set only
consists of nine years, stationarity may still be a problem. Pesaran's (2015) test is employed to check
the cross-sectional dependence of the variables. The null hypothesis of weak cross-sectional
dependence is rejected with a CD test statistic (p-value) of 27.064 (0.000). Thence, a first-generation
panel unit root test is employed to test the stationarity of the variables. Due to the unbalanced nature
of the data set, Maddala and Wu's (1999) stationarity test is used. Test results have revealed that all
variables are stationary. The following panel data model is estimated in this study.

MV = By + 89 MVj_q1 + ZE:l BiFiit + P YmCmiit + Yy Yo + g (3)

Here MV, is the natural logarithm of market value of the ith firm of the sample in the tth
year. MV;;_4 is the natural logarithm of market value of the ith firm of the sample in the t — 1th year.
Fy i 1s the kth focus variable of ith firm of the sample in the tth year. NWC, CAR, CUR, DSO,
DIO, DPO and CCC are the focus variables used in the model. Various combinations of the focus
variables are used to create different versions of the model given in Equation (3). Cp, ;¢ is the mth
control variable of ith firm of the sample in the tth year. Control variables used in the analysis are
PRO, TAN, and SIZ. Lastly, Y;’s are the time dummies! and B,, &y, Bx, and y,, are model
parameters.

! Industry dummies are also used in the model formation process. However, they are not employed in the final
models due to their insignificance. These may cause from the existence of insufficient number of firms for each
industry.
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4 Results and Discussion

The results of Equation (3) are presented in this section?. Table 4 gives the estimation results for single
focus variables. In line with our expectations, CAR has a significant and positive coefficient estimate in
Table I11. All other things equal, the market values of firms increase with investing in cash holdings.
This finding is in accordance with the previous research on the relationship between cash holdings and
firm value (Dittmar and Mahrt-Smith, 2007; Du et al., 2016). The coefficient estimates of CUR is also
positive but insignificant. In addition, the coefficient estimate of NWC is insignificant. Consistent with
the previous literature, CCC is found to have a negative effect on firm value (Arachchi et al., 2017;
Nurein and Din, 2017; Ogundipe et al., 2012; Wang, 2002; Wichitsathian and Pestonji, 2019). Firms
can increase their market values with efficient management of their operating cycle. Lastly, DSO has a
negative and significant coefficient while the other two components of CCC are insignificant. Taken
together, these results suggest that firms with strict credit terms and more cash holdings have higher
market values. Among the control variables, both SIZ and PRO have highly significant and positive
coefficients in all models. As predicted, large and profitable firms have higher market values. Also, LEV
has a significant and negative effect on firm value.

Estimation results of models with combinations of focus variables are presented in Table 5. CUR has
significant and positive coefficients in all models. The coefficient of CCC loses its significance when it
is modeled with CAR. This rather remarkable finding shows that cash holdings have a moderating effect
on the relationship between the efficiency of non-cash operating assets management and firm value.
Even though inefficient management of non-cash operating assets has a negative effect on firm value;
the effect will be eliminated by a sufficient level of liquidity, especially in the form of cash holdings.
The significance of CCC increases when CUR is controlled in Model 5b. This finding may partly be
explained by the CUR’s being a compact measure of liquidity that reflects both the non-cash operating
assets and the liquidity policies of firms. Thus, the moderating effect of cash holdings on the operating
cycle and firm value relationship may be suppressed by the impact of operating assets on CUR.

2 Models in Table 3 are re-estimated without including SIZ to check whether the results are affected by the
correlations between NOWC, NWC, and SIZ. The findings are robust to this change. These results can be obtained
from the authors upon request.
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Table 4: System GMM Results with Focus Variables.

Model 1la Model 2a Model 3a Model 4a Model 5a
Lag MV 0.7473™ 0.7587" 0.7378™ 0.7787" 0.7603™
[0.0602] [0.0601] [0.0645] [0.0603] [0.0607]
CAR 0.0183™ - - - -
[0.0088]
CUR - 0.0089 - - -
[0.0064]
NWC - - -0.0044 - -
[0.0143]
CCC - - - -0.0001™ -
[0.0000]
DSO - - - - -0.0001™
[0.0000]
DIO - - - - -0.0001
[0.0001]
DPO - - - - 0.0001
[0.0001]
LEV -1.6397" -1.5635™" -1.6169™ -1.5039"" -1.6322""
[0.4192] [0.4368] [0.4619] [0.4634] [0.4525]
Siz 0.2496™" 0.2392™ 0.2551™" 0.2136™" 0.2316™
[0.0546] [0.0551] [0.0582] [0.0541] [0.0546]
PRO 0.2422™ 0.2428™" 0.3028™" 0.2610™" 0.2463™
[0.0427] [0.0439] [0.0577] [0.0427] [0.0429]
Constant 0.5743™ 0.5360™" 0.5282™" 0.5785™" 0.7470™
[0.1534] [0.1461] [0.1862] [0.1605] [0.1616]
Year Dummy Yes Yes Yes Yes Yes
AR (1) Test p- 0.000 0.000 0.000 0.000 0.000
value
AR (2) Test p- 0.183 0.316 0.269 0.307 0.244
value
Hansen Test p- 0.346 0.077 0.063 0.106 0.119
value
Wald Test p- 0.000 0.000 0.000 0.000 0.000
value
Number of 47 47 47 47 49
Instruments
Number of 302 303 295 294 302
Groups
Number of 1783 1826 1712 1746 1801

Observations

Standard errors in brackets
Source: Authors
“p<0.1,"p<0.05 " p<0.01
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Similarly, DSO has a negative effect when its modelled with CUR. However, the significance of this
effect decreases when CUR is replaced by CAR. The coefficient of DPO is also found to have a weak
significance. Thus, it can be said that firms can increase their values by adapting strict credit policies
and increasing their payment periods. Contrary to expectations, this study did not find a significant effect
of NWC on firm value. Lastly, the signs and significances of control variables are the same as the results
of the models presented in Table 4.

Table 5: System GMM Results with Combinations of Focus Variables.
Model 1b Model 2b Model 3b Model 4b Model 5b Model 6b

Lag MV 0.7296™" 0.7743™ 0.7473™ 0.7309™ 0.7796™" 0.7666"
[0.0661] [0.0614] [0.0632] [0.0677] [0.0625] [0.0613]
CAR 0.0220" 0.0209" 0.0165" - - -
[0.0114] [0.0111] [0.0090]
CUR - - - 0.0106 0.0136 0.0102
[0.0077] [0.0085] [0.0067]
NWC 0.0133 - - -0.0014 - -
[0.0155] [0.0141]
CCC - -0.0001 - - -0.0001™" -
[0.0000] [0.0000]
DSO - - -0.0000" - - -0.0001™"
[0.0000] [0.0000]
DIO - - -0.0001 - - -0.0001
[0.0001] [0.0001]
DPO - - 0.0001" - - 0.0001"
[0.0001] [0.0001]
LEV -1.6229™  -1.5170™"  -1.6726™" -1.5850""  -1.4255™"  -1.5597""
[0.4445] [0.4377] [0.4280] [0.4523] [0.4517] [0.4469]
SIZz 0.2492™ 0.2211™ 0.2460™" 0.2616™" 0.2155™ 0.2284™
[0.0579] [0.0553] [0.0570] [0.0608] [0.0570] [0.0559]
ROE 0.2788™" 0.2476™" 0.2355™" 0.2914™ 0.2467" 0.2329™
[0.0558] [0.0418] [0.0422] [0.0562] [0.0422] [0.0428]
Constant 0.4558™ 0.5505™" 0.5112™ 0.5094™" 0.5316™" 0.6922™"
[0.1885] [0.1602] [0.1810] [0.1819] [0.1533] [0.1535]
Year Dummy  Yes Yes Yes Yes Yes Yes
AR (1) Testp- 0.000 0.000 0.000 0.000 0.000 0.000
value
AR (2) Testp- 0.244 0.123 0.148 0.215 0.219 0.210
value
Hansen Test 0.054 0.253 0.101 0.065 0.338 0.207
p-value
Wald Test p- 0.000 0.000 0.000 0.000 0.000 0.000
value
Number of 47 47 45 47 53 48
Instruments
Number of 302 301 289 294 286 294
Groups
Number of 1801 1759 1631 1688 1607 1671

Observations
Standard errors in brackets
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Source: Authors
“p<0.1,"p<0.05 " p<0.01

5 Conclusions

The role of working capital management as a determinant of firm value has received increased attention
in the previous literature. This study contributes to the literature by exploring the effect of working
capital management on the market value of publicly listed firms in an emerging economy. A sample of
317 publicly listed non-financial Turkish firms for the 2010-2018 sample period is analyzed. The
twofold importance of this study comes from using the firm's market value as the dependent variable
and providing a comprehensive examination of the working capital management policies with numerous
focus variables. Net working capital, cash ratio and current ratio days sales outstanding, days inventory
outstanding, days payables outstanding, and cash conversion cycle are employed as proxies of the
working capital decisions of firms. The findings reveal a positive relationship between the efficiency of
non-cash operating asset management and firm value. Ceteris paribus, firms with shorter cash
conversion cycles, strict credit terms, and more extended payment periods have higher market values.
Investors opt for firms that finance their current assets with long-term debt or equity. However, the cash
holdings have a moderating role in these relationships. In other words, investors do not consider long
cash conversion cycles as negative signals for firms with high levels of cash holdings. These findings
show the importance of effective working capital management for increasing the firm value in Turkey.
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Degerli bilim insanlart;

Diinyada esi goriilmemis bir saskinlik, hayatin her yoniinde ani bir durus ve doniisiim yasatan
Covid-19 salgminin golgesinin hala tizerimizde oldugu su giinlerde; en ¢ok 6zledigimiz ve
sabirsizlikla bekledigimiz, saglik riski olmadan bir araya gelmek ve kaynagsmak oluyor.

1995 yilindan giinlimiize finans alaninda calisan en kidemli akademisyenlerden, heniiz ilk
bildirilerini yazan gen¢ finansgilara kadar genis bir toplulugu bir araya getiren Finans
Sempozyumu’nu 2020 yilinda pandemi nedeniyle gerceklestiremedik. Tiirkiye nin en koklii ve
nitelikli akademik organizasyonlarindan biri olan sempozyumumuzu, yillardir bu
organizasyonun kiiltiirii haline gelen bir arada olma ve ag olusturma imkanlarinin olmamasi
nedeniyle ¢evrimigi yapmayi tercih etmedik.

Post-Pandemi diinyasinin belirsizligi yeni ve giiclii bir degisken olarak hayatin dogal akisina
eklemleniyor. Ayrica Post Kiiresellesme donemine girdigimiz diinyada; insanoglu bir yandan
yapay zekaya dayal1 biiylik veri ve bilgi olustururken, diger yandan tezat bicimde, sorunlari
daha karmasik hale geliyor, dngoriilemezlik artiyor ve siirdiiriilebilirlik ajandanin en iistiinde
yerini aliyor.

Bu “yeni normal paradigmada” finansal akimlara ve enstriimanlara dayali kiiresellesme ve
bliylime sorgulanirken, hizla artan parasal genislemenin ve Ozellikle kobileri savunmasiz
birakan salginin yikicr etkilerinin yillarca devam etmesi bekleniyor. Bununla birlikte hala
ozellikle gelismis tlkelerin en zeki ve yetenekli gencleri finans sektoriine girmeye devam
ediyor.

1200’11 yillarda poligenin kullanilmasi ile baglayan, 1950’11 yillarda bugiinkii anlaminda bilim
haline doniisen ve 2000’1li yillarda kripto paraya kadar evrilen bir hikayede artik saha, finans
miihendislerinden, finans veri bilimcilerine ge¢mis goziikiiyor. Iste bu ortamda 24. Finans
Sempozyumu’nu 20-23 Ekim 2021 tarihleri arasinda Sakarya Radisson Blu Hotel’de
gergeklestirdik. Pandemi kosullarinda olmamiza ragmen otuzyedi sehir ve elliyedi farkli
tiniversiteden yiizotuzii¢ akademisyenin katilim sagladigi ve ellialti bildirinin sunuldugu
sempozyumda ge¢mis yillardan farkli olarak bir de doktora kolokyumu yapildi. Sempozyumun
son aksaminda en iyi bildiri 6diilleri sahiplerine verildi. Bizler de en iyi bildiri 6diilii alan
akademisyenlerimizi kutluyoruz. Ayrica ayni aksam 2019 yilinda Marmara Universitesi’nden
devraldigimiz bayragi Burdur Mehmet Akif Ersoy Universitesine devrettik.

Sakaryamiza 0zgli bir atasozii “Misafirin sevileni ekmegin yapildigi giin gelir” der.
Ekmegimizin yapildigi 24. Finans Sempozyumu’nda finans alaninda ¢alisma yapan
akademisyenlerle birlikte olmaktan ve onlara ev sahipligi yapmaktan onur duyduk. Bu vesile
ile katilim saglayan, mazereti sebebi ile katilamayip 1yi dileklerini ileten tiim akademisyenlere
tesekkiir eder oniimiizdeki yillarda yapilacak sempozyumlarda tekrar bir arada olmay1 goniilden
dileriz.

Prof. Dr. Hakan Tunahan Dog. Dr. Sinan Esen
Sempozyum Bagkani Sempozyum Bagkani
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Degerli Meslektaglarim,

Finans alanindaki tiim 6gretim iiye ve elemanlarinin olusturdugu bir sivil toplum kurulusu olan
Finans Bilim Platformu, her y1l Ekim ayinda genellikle de ikinci yarisinda, bir tiniversite ile ve
bu {iniversitenin ev sahipliginde Finans Sempozyumu diizenlemektedir. Tirkiye’de bu
sempozyum finans alanindaki akademik camiada, akademik ¢alismalarin sunuldugu oncelikli
bir etkinlik olarak kabul gérmektedir.

Her yil araliksiz olarak diizenlenmekte olan bu sempozyumu 2020 yilinda maalesef pandemi
yliziinden gergeklestiremedik. Dolayisiyla bundan bdyle sdylemlerimizde 2020 yili hari¢ her
yil diyecegiz. 23. Finans Sempozyumu’nu 2019 Ekim aymda Marmara Universitesi’'nin ev
sahipliginde Antalya’da gerceklestirdikten sonra 24. FINANS SEMPOZYUMU’nu 20-23
Ekim 2021 tarihleri arasinda Sakarya Universitesi Isletme Fakiiltesi ve Sakarya Uygulamali
Bilimler Universitesi, Uygulamali Bilimler Fakiiltesi’nin ev sahipliginde gerceklestirmek iizere
SAKARYA'da Radisson Blu Hotel’de bir araya gelmis bulunmaktayiz.

Yogun emek, maddi imkan ve belki de hepsinden 6nce biiyiik 6zveri gerektiren bu tiir
organizasyonlar sadece diizenlendigi yil degil, sonra ki yillarda da hafizlarimizda kalict hale
gelmekte, bilimsel birikim ve anilarimiz zenginlesmekte, bir sonraki sempozyum sabirsizlikla
beklenir olmaktadir.

Pandemi ortaminda ve bunun beraberinde getirdigi zorlu sartlar altinda Sakarya’da
gerceklestirilmekte olan bu sempozyumun hakli gururunu basta tiniversite yonetimi, diizenleme
kurulu olmak iizere, emegi gegen, katki veren, katilimiyla destek veren herkes fazlasiyla
yasayacak ve yasatacaktir.

1995 yilinda Istanbul Bayramoglu'ndaki ilk toplantiyla baslayan, bu yil Sakarya’da
gerceklestirilmekte oldugumuz sempozyumun 25.’si 2022 yilinda Burdur Mehmet Akif Ersoy
Universitesi’nin ev sahipliginde, 26.’s1 da 2023 yilinda Malatya Turgut Ozal Universitesi’nin
ev sahipliginde gerceklestirilecektir.

Finans Sempozyumu diizenlemenin yaninda, Finans Bilim Platformu’nun bir diger etkinligi
de, 6gretim iiye ve elemanlar ile aileler arasindaki tanisikligi artirmak amaciyla genellikle her
yil, Mayis -Haziran aylarinda gerceklestirdigi, Bahar Toplantist olmaktadir. Bu
toplantilarimizin sonuncusunu, 2019 y1li1 Bahar Toplantisini, 2019 yil1 Nisan ayinda Mardin’de
gerceklestirmis bulunmaktayiz. Maalesef pandemi dolayisiyla Afyon Sandikli olarak
planladigimiz Bahar Toplantimizi 2020 ve 2021 yillarinda gergeklestiremedik.

Gelecek yil Burdur’da yapilacak 25. Finans Sempozyumu’nda yeniden birlikte olmak
arzusuyla, Sakarya’daki bu sempozyumun basarili olmasini, is hayatina, bilim ve akademik
caligmalara katki saglamasini dilerim.

Sayg1 ve sevgilerimle,

Prof. Dr. Metin Kamil Ercan (Finans Bilim Platformu Baskani)
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Kahve Arasi (10:30-11:00)
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Nihal KANAY - Energy Pro Senior Partner — Shell Alumni: Finans Bas Sorumlusunun Perspektifinden Belirsiz Zamanlarda Ceviklik: Degisimi Y onetmek
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Oturum Baskani: Prof. Dr. Metin Kamil ERCAN

Oturum Baskani: Prof. Dr. Mehmet Siikrii TEKBAS

Oturum Bagkani: Prof. Dr. Giiler ARAS

COVID-19 PANDEMI DONEMINDE MEVDUAT
BANKALARININ FINANSAL
PERFORMANSLARININ CRITIC VE EDAS
YONTEMLERIYLE INCELENMESI
Nevzat CALIS, H. Hiiseyin YILDIRIM, Sakir SAKARYA

YATIRIMCI RiSK ISTAHI ULKE RISKINT
TETIKLER Mi: HATEMI-J ESBUTUNLESME VE
ASIMETRIK NEDENSELLIK ANALIZLER] iLE
TURKIYE UZERINE BiR UYGULAMA
Abdulkadir KAYA, Unal GULHAN, Bener GUNGOR

TASARRUF FINANSMAN SOZLESMELER] ICIN
BIR FIYATLAMA ONERISI: STOKASTIK
MODELLERLE OPSIYON DEGERLEME YONTEMI
llker KOC, El¢in AYKAC ALP

TURKIYE’DE COVID-19 DONEMINDE KONUT

FIYATLARININ ENFLASYON, FAiZ ORANI VE

DOViZ KURU CERCEVESINDE iNCELENMES]

Ustiin HATIPOGLU, Yunus Emre KAPUSUZ, Harun
TANRIVERMIS

PREDICTABILITY OF RISK APPETITE INDEX IN
TURKEY: CAUSALITY-IN-QUANTILES
APPROACH
Remzi GOK, Eray GEMICI

ABD BORSALARINDA GUN ICi DOGRUSAL
OLMAYAN ASIMETRIK ILISKININ MOMENTUM
ESIK DEGERLI MODELLERLE ANALIZi
Ayben KOY, Oguz SIMSEK, Mehmet Yusuf GUNGOR

HERDING BEHAVIOR IN THE EUROPEAN
BANKING SECTOR DURING THE COVID-19
OUTBREAK: THE ROLE OF SHORT-SELLING
RESTRICTIONS
Ibrahim YAGLI, Ozkan HAYKIR, Emin Hiiseyin
CETENAK

TURKIYE’NIN CDS PRIMLERI BiST 100, DOViZ
KURLARI ve TAHVIL FAIZLERININ ¢DCC E-
GARCH ILE MODELLEMESI
Tugrul KANDEMIR, N. Serap VURUR, Halilibrahim
GOKGOZ

HALKA ARZLARIN KISA DONEM HiSSE
PERFORMANSI UZERINE ETKILERi: BORSA
ISTANBUL UZERINE BiR DEGERLENDIRME

Ali ALAGOZ, Giilnur UCAR

Karya Salonu

Kahve Arasi (15:15-15:30)

Hitit Salonu

Troya Salonu

Oturum Baskam: Prof. Dr. ilhan KUCUKKAPLAN

Oturum Baskani: Dog. Dr. Sinan ESEN

YUKSEK FREKANSLI TICARET VE PAY
ENDEKSININ FARKLI VERI ARALIKLARIYLA
ONGORULEBILIRLIGI
Ayben KOY, Andag Batur COLAK

KOLOKYUM: ALGORITMIK VE YUKSEK
FREKANSLI ISLEMLERIN LIKIDITE VE
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