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How changes in curent assets influence value?

CS: Inventory period = 35 days, Accounts receivable period = 26 days, accounts 

payable period = 20 days, Cash Revenues = 1440ooo, T=19%, calculate: 

ÂAssets, if FA = 800

ÂCapital Involved

Â FCF0, FCF1-n, FCFn

Â IRR

ÂCost of Capital if D/(D+E) = 40%, kd = 10% & ke = ? kRF=7%, km=17%, 

ÂNPV

What will change if IP (OKZAP) is shorter? Longer?

What will change if ARP (DSO) is shorter? Longer?

What will change if APP (OOSZwD) is shorter? Longer?
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Cash cycle & Operating Cycle
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Liquid assets level & Firm Value
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Liquidity level & Profitability
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Liquidity level & Value of Liquidity

Where: vi = intrinsic (internal) value of 

liquidity, 

vm = market value of liquidity, 

pp1 = liquidity level (1) for v i > vm

ppopt = optimal liquidity level for v i = vm
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Liquidity level & Value of Liquidity

Where: vi = intrinsic (internal) value of 

liquidity, 

vm = market value of liquidity, 

pp2 = liquidity level (2) for v i < vm

ppopt = optimal liquidity level for v i = vm
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Liquidity measurement

Â current ratio : current assets to current liabilities
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Example: 
Calculate Current Ratio if: Inventory = 60, Accounts receivable = 80; 

Accounts payable = 50; Cash and near cash = 4 
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