
EFFECT OF LEVEL OF CURRENT ASSETS

Working capital, the difference between current assets and current liabilities, directly impacts asset levels. The more
cash a firm maintains in working capital, the less that company can invest in long-term productive assets. During times
of adverse economic circumstances, a.

Such components free up the capital for other uses. Depending on the nature of the business and the products
it markets, current assets can range from barrels of crude oil, fabricated goods, work in progress inventory,
raw material, or foreign currency. Lamberson et al. Working capital can be defined as the capital available for
conducting the day to day operations of an organization represented by its net current assets Adeniji,  Working
Capital and Risk Tolerance Working capital can help a firm absorb short-term income shocks so that
long-term assets are protected during a firm's financial crisis. Working capital is regarded as the result of the
time lag between the expenditure for the purchase of raw material and the collection for the sale of the finished
good. However, corporate profitability might also decrease with the cash conversion cycle, if the costs of
higher investment in working capital is higher and rises faster than the benefits of holding more inventories
and granting more inventories and trade credit to customers Deloof,  The more cash put into working capital
the less there is available to finance growth. Where a firm is experiencing growth or significant seasonal
fluctuations, working capital must be available to finance the necessary inventory and bills payable. Current
assets represent all the assets of a company that are expected to be conveniently sold, consumed, utilized or
exhausted through the standard business operations, which can lead to their conversion to a cash value over
the next one year period. Firms can decrease their financing costs and raise the funds available for expansion
projects by minimizing the amount of investment tied up in current assets. The way of working capital
management can have a significant impact on both the liquidity and profitability of the company Shin and
Soenen,  The longer this time lag, the larger the investment in working capital. In practice, current assets will
have to be employed before growth takes place. Samson , Josiah Mary , Bosun-Fakunle Yemisi and Imuzeze
Obehi Erekpitan Abstract The objective of the research study was to empirically investigate the impact of
working capital management on the profitability of a sample of small and medium-sized Nigerian firms.
Efficient working capital management is necessary for achieving both liquidity and profitability of a company.
Research Journal of Business Management, 6:  Risk and Growth Tradeoffs The more cash a company ties up
in working capital, the less money it can put into long-term productive assets. It could also be regarded as the
current assets less liability of the firm. By maintaining levels of working capital, a firm can continue to utilize
long-term assets rather than having to idle plants or even sell off equipment. Of more importance is its
function which is primarily to support the day-to-day financial operations of an organization, including the
purchase of stock, the payment of salaries, wages and other business expenses and the financing of credit
sales.


