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ABSTRACT

Cash conversion cycle is one of the most widely usedl measures to evalusie amd
mezsure the misks amd returms associnted fo ligquidity management Sincz every
corposaie arganization is extremely cencsmed about how o sastaim and immprove
profiitability, hence orgamizations have fio keep @n eye o the factors sffecting the
profitalrility. Duwe 1o dhenges of world economy omganizations Iy to keep their cash
conversion cycle inizn optimum level to increase profitabilicy.

This study examines of cash conwersion cycle and fim’s poofitability of
mamufactaring comparies listed in CSE. Among population of 33 manufacturing
compenies listed om Colammbe Stock Exchange 34 were uszd z< samiple. Tihe collected
secondary data from 34 companies ewc:redﬂmpm*i@chﬁmm%ﬂ]zm&fﬂi&wa;.uaﬂdm
examine the relationship and effect between cash comversiom cycle amd fhe
peofizbility of manufaciuring companies in S Lanka.

Cash comversion cycle. imventory conversion peried, receivalrle collection perind zmd
peyment deferal period were ussd to measare tie profitability im tzrms of returm om
assets and zeburm om equity while tzking finm size as comtrel variable. The study
adopied both descriptive and qg,tmut;a‘:uu tesearch ldEE‘.Ig‘.IL Dm:ﬂ;mw Statistics.
Peasson’s comelation, Partial correliation, Simuple fimear !’ﬁ'.gb'i‘:‘islm analysis amd
multiplle regression analysis are wsed o analyes the dialia. r I

The study found that cash conversien qml': componemnts jﬁ' imventory COOVETSIOT
 petiod have fiogative effect an peofitability. Receivable colkection feriod also have 2
‘megative effect om profitability. Payable defferrall peried ligye am imsdemifiicant but
mﬁﬂ“ﬁtumuﬁlmhﬂmy memzemammmdabymﬂmmlhwa:rﬁhmud‘m]&shn&a
gusitive effect en profitability. Cash conversion cyele Bave a megahw efffect an

comversiom cycle amd firm's profitability th @Wness, managers, debt holders, academic
rohers, zand policy makers. This study wall oondribute to the [itersture by



At the endl it cam conclude that as a part of working capital management, cesh

comversien cycle has a grest effect an the profitzbility of the companies znd the

mamagers can creste value foo the stockiholders by decreasing receivable acconmts,

.mmwmmmmmmmmm
et cprle foubish praftaility
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