IMPACT OF LIQUIDITY MANAGEMENT ON THE PROFITABILITY OF LISTED FOOD AND BEVERAGES COMPANIES IN NIGERIA

By
ALADE, Kabir Olawale  HND/23/ACC/FT/0515


BEING A RESEARCH PROJECT 
SUBMITTED TO THE DEPARTMENT OF ACCOUNTANCY 
INSTITUTE OF FINANCE AND MANAGEMENT STUDIES (IFMS), 
KWARA STATE POLYTECHNIC, ILORIN

IN PARTIAL FULFILLMENT OF THE REQUIREMENT 
FOR THE AWARD OF HIGHER NATIONAL DIPLOMA (HND) 
IN ACCOUNTANCY 


May, 2025

CERTIFICATION
This is to certify that this research work has been completed by ALADE, Kabir Olawale  with matriculation number HND/23/ACC/FT/0515, approved and submitted to the Department of Accountancy in partial fulfillment for the Award of Higher National Diploma (HND) in Accountancy in the Institute of Finance and Management Studies (IFMS), Kwara State Polytechnic, Ilorin.

__________________					_______________
Mr. Akanbi K.A							Date
 (Project Supervisor)



_________________						________________
Mrs. Adegboye B.B							Date
 (Project Coordinator)



_____________						________________
Mr. Elelu M.O							Date
(Head of Department)



________________						_________________
IKHU Omorege Sunday (F.C.A)					Date
(External Examiner)




DEDICATION
This project work is dedicated to Almighty God and my beloved parents for always been there for me. Thanks for all you do.



















ACKNOWLEDGEMENT
To God be the Glory, great things he hath done First and foremost, I thank Almighty God for sparing my life to this moment with which I started with National Diploma then Higher National Diploma and successfully through with it. It had been God all the way and I say may all glory, honour, praise, thanks and adoration be unto Almighty God.
 I would like to express my sincere gratitude to my project supervisor Mr Akanbi Kayode for his invaluable guidance, support, and encouragement throughout the course of this project. His expertise and feedback have been instrumental in shaping the direction and quality of this work.
 My gratitude goes to Mr Elelu M.O the HOD of Accountancy Department and other lecturers for impacting knowledge into us. God bless you sir.
My immense thanks also goes to my Parents and Guidance’s, a very special thanks and regard to them. To my parent Mr. & Mrs ALADE, you own a very special place in my heart, thanks for all the sacrifices and support all these years ma. 
Also to all my friends and colleagues people like Idowu fatimoh and others. 


TABLE OF CONTENTS 
Title page										i
Certification 										ii
Dedication 										iii
Acknowledgments									iv
Table of Contents  									v
CHAPTER ONE: INTRODUCTION
1.1 	Background of the Study							1
1.2	Statement of the Problem							2
1.3     	Research Questions								4
1.4     	Objective of the Study							4
1.5    	 Research Hypothesis								4
1.6    	Significance of the Study							4
1.7     	Scope of the Study								5
1.8     	Limitation of this Study							5
1.9 	Operational Definition of Terms						5
CHAPTER TWO: LITERATURE REVIEW
2.1 Introduction 									8     
2.2 Conceptual Framework.   							8
2.2.1	The Concept of Liquidity							8
2.2.2 	Liquidity Management							9
2.2.2.1 Proxies of Corporate Liquidity 						10
2.2.3	Profitability 									11
2.2.4 	Investment Growth 								12
2.2.6	Firm PAT									13
2.2.5	Short Term and Long Term Debts 						14
2.2.7	Debt Capital and Investment 							15
2.2.8	Liquidity and Investment Growth 						16
2.3	Theoretical Framework 							16
2.3.1	Trade-off Theory								18
2.3.2 Agency Theory 									18
2.3.3 The Cash Conversion Cycle (STI) Theory
2.4 	Empirical Review.  								19
CHAPTER THREE: RESEARCH METHODOLOGY
3.1	Introduction									20
3.2   	Research Design								20
3.3 Population of the Study							20
3.4 Sampling Technique and Sample Size					20
3.5 	Method of Data Collection							21
3.6	Instrument of Data Collection							21
3.7	Method of Data Analysis							21
CHAPTER FOUR: DATA ANALYSIS AND INTERPRETATION
4.1       Introduction									22
4.2        Data Analysis and Presentation						22
4.3        Statistical Result								32
4.4        Test of Hypothesis								32
4.5        Summary of Finding								37
CHAPTER FIVE: SUMMARY, CONCLUSION AND RECOMMENDATIONS
5.1	Summary 									38
5.2	Conclusion	 								38
5.3 	Recommendation								39
References 		       							40
ii

CHAPTER ONE
INTRODUCTION
1.1	Background of the Study 
Liquidity management is the management of a firm’s investment in current assets, current liabilities, short-term borrowings and management of surplus or deficit cash for short term periods, which affect the firm’s profitability (Pandey, 2021). Liquidity is one of the goals of working capital management hence its management revolves around the management of the components of working capital. These include inventories, receivables, cash and short-term securities and current liabilities. Thus, liquidity management has to do with the timely conversion of inventories and accounts receivable into cash; timely payment of accounts payables; and the investment of excesses into short term marketable securities. 
Investment of excess cash, minimization of inventories, speedy collection of receivables, and elimination of unnecessary and costly short-term financing all contribute to profit maximization. Firms, in managing working capital, seek to avoid illiquidity and excess liquidity. Illiquidity is highly risky. It creates a bad credit image, loss of creditors’ confidence, high-cost emergency borrowing, or even closure of the firm. On the other hand, high model of working capital will require high cost of holding current assets, which affect profitability negatively (Lamberg and Valming, 2022). 
The term “Liquidity management” is a crucial issue that cut across different firms. It is a situation that describe the ease way in which an asset can be turn to cash. Liquidity measures the ability of a firm to pays its debt obligation when they are due. Lack of proper liquidity management may lead to permanent dissolution of a business entity. Some of the challenges face by business managers include procurement of funds and the proper deployment of resources for the generation of high returns. The rising cost of capital and scarcity of funds call for efficient utilization of resources, especially liquid funds. The importance of liquidity cannot be under estimated. Thus, many organisations focus on how to maximise its profit while it neglects the need for efficient and effective liquid asset management. This is proven by the assertion that profitability and liquidity have conflicting goals. Hence, it will be difficult to pursue both concurrently, this agrees with the theory of liquidity and profitability trade-off.
Corporate profitability is the ability of management of a firm to use resources/assets efficiently in the primary mode of business to generate returns/revenue (Ajanthan, 2022) Profitability and management efficiency are positively associated such that poor current profitability may threaten current management efficiency and vice versa. Profitability is related to the goal of shareholders’ wealth maximization, and investment in current assets is made only if an acceptable return is obtained, (Sandhar, and Janglani  2022)
1.2        Statement of the Problem						
The concepts of liquidity management and corporate profitability are very important in the development, survival, sustainability, growth and performance of a firm. Effective management of liquid assets entails curtailing the length of time such assets are converted into cash to ensure timely off-setting of short term obligations as they fall due. Thus, shortening the cash conversion cycle releases liquidity and impacts directly on the profitability of a firm (KPMG 2023). The Food and Beverages industry in Nigeria is not an exception to this fact. Food and beverages companies in Nigeria involve in the processing of raw food materials, packaging, and distribution. These food materials include fresh prepared food as well as packaged food, alcoholic and nonalcoholic beverages, and products meant for human consumption. As manufacturing outfits, these companies require investment in inventories, which is financed either through cash or trade credit (amounting to accounts payable); utilize the trade credit as a marketing tool to maintain or expand sales; need cash to finance day-to-day operations and any excesses the reform are invested in marketable securities; and desire to be profitable.
Different studies attempt to determine the impact liquidity management exacts on profitability of firms across the globe. (Ben-Caleb Olubukunola, and Uwuigbe, 2022) found an insignificant negative relationship while (Zygmunt, 2022). reported a significant negative relationship between the cash conversion cycle (STI) and profitability of manufacturing companies in Nigeria; (Majeed, Makki, Saleem and Aziz, 2022). saw an insignificant negative relationship between STI and profitability of Polish Information Technology firms; (Sharma, and Kumar, 2023) found an insignificant negative relationship between STI and profitability of the manufacturing sector in Pakistan; on the contrary, (Richards, and Laughlin, 1980) reported an insignificant positive relationship between STI and profitability of non-financial firms in India; and so on. The variation in impact could be as a result of individual firm or industry effects, which is an indication that choosing a particular industry and adopting a more robust tool of analysis would yield a better result.
However, the appropriate time frame within which liquid assets would be converted into cash to positively impact profitability remains a bone of contention to every individual firm. This is dependent on the nature and PAT of business, manufacturing cycle, business fluctuations, production policy, credit policy, and growth and expansion activities of the firms, which changes over time. 
1.3      	Research Question						
· Does cash assessment influence profit after tax in the listed consumer good companies in  Nigeria 
· Is there any significant relationship between covering debt obligations and return on asset in the listed consumer good companies in  Nigeria 
·  Does short-term investment enhance overall profitability in the listed consumer good companies in  Nigeria 
1.4        Objectives of the Study						
This paper assesses the impact of liquidity management on the profitability of listed consumer good companies in Nigeria to ascertain the extent of the influence liquidity management, measured in terms of cash conversion cycle (STI), exacts on their profitability. Specific objectives include to:-
· To determine the influence of cash assessment on profit after tax in the listed consumer good companies in Nigeria 
· To examine the significant relationship between covering debt obligations and return on asset in the listed consumer good companies in Nigeria 
·  To find out whether short-term investment enhance overall profitability in the listed consumer good companies in  Nigeria 
· 
1.5        Research hypothesis 				
Because of the above research questions, the following hypotheses were formulated.
HO1:  Cash assessment does not  profit after tax in the listed consumer good companies in Nigeria
HO2: There is no significant relationship between covering debt obligations and return on asset in the listed consumer good companies in  Nigeria
HO3: Short-term investment does not enhance overall profitability in the listed consumer good companies in  Nigeria. 
1.6 Significant of the Study
To achieve profitability, business firms must maintain adequate liquidity as failure to meet their obligation as and when due results in bad credit rating by short term creditors. This study examined the Impact of liquidity on capital structure of listed conglomerate companies in Nigeria. Thus, the study of this nature will be useful for some bodies which include but limited to; consumer goods companies in Nigeria, researcher and future researchers. The however, will consumer good companies in Nigeria understand the influence of Cash assessment on profit after tax. Researcher will gain knowledge as well as reward as part of requirement for every graduating student. Upcoming researchers that choose topic related to this research work will use the study as source of material for his or her write up. 
1.7     Scope of the Study
This study tends to assess the impact of liquidity management on the profitability of listed commercial banks. Thus, the study will use Honeywell Flour Mills within the period of 2029-2024 and attempt shall not be made beyond this.  However, the scope of this research work cover all listed consumer goods companies in Nigeria as listed in the Nigeria exchange group. 
1.8    Limitation of the Study
During the research findings, there were limitations encountered in carrying out the work. Those limitations encountered in carrying out the work include the following factors .
Time: The researcher is a student and has limited time to carryout the research due to his lectures and other activities embarked on the school.
Finance:  the researcher requires huge capital i.e. to carry out a good research however the researcher is financial constraint work because he is a student
Scope: the scope covered by the researcher work is voluminous. This has made the research not to cover all the areas needed but made use of sample study which she generalized on the population.
1.9 Significant of the Study
This study focuses on the impact of liquidity management on the profitability of listed Nigeria food Product. The outcome of the study would assist the various management decision makers (both in government and private sectors) of the economy on the better board structure characteristics to adopt for optimum firm profitability. Students of higher learning and other researchers will also find it beneficial for further contribution, research and even critism as the case may be, for advancement of knowledge. This work will as well make a few contributions to the literature on the relationship liquidity management and profitability in general, especially in the context of listed Nigeria consumer good companies where not much research has been carried out in that particular aspect.     
1.10 Operationalization of Variables
The variables are independent and dependent variables and this will be operationalized as follows:
Independent Variable
X = LIQUIDITY MANAGEMENT
The independent variable (X) 
X = (x1, x2, x3,)
Where:
X1 = Cash Assessment 
X2 = Covering Debt Obligations
X3 = Short-Term Investment
Dependent Variable
Y = PROFITABILITY
The dependent variable (Y) 
Y = (y)
Where: 
Y1= Profit after Tax
Y2= Return on Asset
Y3= Overall Profitability
The equation that explains the functional relationship between the two variables can be written as:
Y = f (X) 
Where  
Y = Liquidity Management (Vector of Dependent Variable)
 X = Profitability (Vector of Independent Variable) 
The operationalization of the variables for each of the hypothesis can be summarized in these models: 
Independent 						Dependent
x1: Cash Assessment			    y1: Profit after Tax	
x2: Covering Debt Obligations	        y2: Customer loyalty and satisfaction
x3: Short-Term Investment		    y3: Overall Profitability
1.11	Definition of Key Terms						
Capital: is typically cash or liquid assets being held or obtained for expenditures. In a broader sense, the term may be expanded to include all of a company's.
Structure: is an arrangement and organization of interrelated elements in a material object or system, or the object or system so organized. 
Capital structure: refers to the specific mix of debt and equity used to finance a company's assets and operations.
 Liquidity: refers to the ease with which an asset, or security, can be converted into ready cash without affecting its market price. 
Profitability: In economics, profit is the difference between the revenue that an economic entity has received from its outputs and the total cost of its inputs. It is equal to total revenue minus total cost, including both explicit and implicit costs.
Food Product:  A consumer good companies is a food that has been prepared and packaged for sale on a market. This includes basic commodities such as vegetables.
Profitability: Profitability is closely related to profit – but with one key difference. While profit is an absolute amount, profitability is a relative one. It is the metric used to determine the scope of a company's profit in relation to the PAT of the business. Profitability is a measurement of efficiency – and ultimately its success or failure. A further definition of profitability is a business's ability to produce a return on an investment based on its resources.




CHAPTER TWO
LITERATURE REVIEW
2.1	Introduction
This section deal with review of literature which insinuate on the work of past and present authors based on subject matters “the impact of liquidity management on the profitability of listed consumer good companies in Nigeria”. Thus, the section was arranged with the following headings: Conceptual Framework that explain the concept of Accountability and other relevant concepts; Theoretical framework that states many theories out of which adopted one that is suitable for the study; and empirical review that study related headings based on the subject matters.
2.2 	Conceptual Framework 
2.2.1	The Concept of Liquidity
Liquidity is the second independent variable of the study. Liquidity of a company is a financial measurement that is primarily associated with company performance and the firm’s ability to meet its short-term obligations. Geczy, (2021) argues that liquidity ratios measure a business‟ ability to meet the payment obligations by comparing the cash and near cash with the payment obligations. Liquidity-based variables rest on the assumption that firms are more likely to forego positive net present value projects and thus suffer from underinvestment when their cash holding are low. When a firm uses more current assets, it means that it can generate internal inflows which can then be used to finance its operating and investments activities. Therefore, if a negative relation is confirmed, that is an implication that firms finance their activities following the financing pattern implied by the pecking order theory. Firm with high liquidity can generate high cash inflows and in turn, can employ the excess cash in-flow to finance their operations and investment activities. Therefore, they use less debt compared to those firms that have low liquidity as suggested in pecking order theory. As for low liquidity firms, they tend to go for debt in financing their activities (Suhaila & Wan Mansor, 2024). Liquidity of a company which is expressed as a ratio of current assets to current liabilities is a measure by company's ability to provide sufficient cash to cover its short-term obligations (debt). The most common liquidity ratios include; the current ratio and the quick ratio.
The current ratio indicates the extent to which the claims of short-term creditors are covered by assets that are expected to be converted to cash in a period roughly corresponding to the maturity of the liabilities. A current liability represents the money a company owes and is due in the near future- less than one year. A current asset, on the other hand, is cash or others short-term assets that can be converted into cash soon (i.e. less than a year). By dividing the current assets by the current liabilities, we can determine whether a company can pay off its short term debt (current liabilities). It also shows the working capital management by the firm. The study will adopt current ratio as the measure of firms‟ liquidity. The trade-off theory predicts a positive relationship between liquidity and the debt Model (Hans, eternal, 2009 Owners‟ Equity constitute the third independent variable of the study. Equity capital is that part of capital which is free of debt and represents ownership interest in a firm(Moyer, 1999). It is therefore that amount contributed by the owners and normally includes ordinary share capital, preferential capital, retained earnings and reserves. Like debt providers, equity providers also earn returns in form of dividends from the profits generated by the firm (Titman, S., Keown, & Martin, (2023). Preference shareholders receive their dividends at an agreed rate before the ordinary shareholders and any un-appropriated profit is retained for firm’s expansion programs (Titman, S., Keown, & Martin, 2022). Suffice to say that a good financial performance leads to a high retention. 
Liquidity is a ratio that aims to measure a company's ability to meet its short-term obligations. A company that has high liquidity means that it can pay the short-term debt, so it tends to reduce total debt, which in turn capital structure will be smaller, so it can be said that liquidity affects the capital structure. By the Pecking Order theory which suggests that managers prefer to use financing in the first order of retained earnings, then debt and finally the sale of new shares. This is supported by research conducted by Septiani and Suryana (2024). Based on the signal theory, the ability of a company to meet its short term obligations will get a positive response by the stock market which causes the company's value to rise so that it can be said that liquidity affects the value of the company Yanti(2019).
2.2.2 Liquidity Management
Liquidity Management has been an area of concern to the management of firms because of the uncertain nature of the future. It is receiving serious attention all over the world especially with the current state of the world’s economy. Moreover, the concern of business owners and managers all over the world is to devise a strategy of managing their day to day operations in order to meet their obligations as they fall due and increase profitability and shareholders’ wealth. It involves planning and controlling current assets and current liabilities in such a way that: (i) the risk of not meeting short-term obligations, that fall due, is eliminated; and (ii) too much investment in current assets is avoided (Priya and Nimalathasan, 2022).
2.2.2.1 Proxies of Corporate Liquidity 
The concept of liquidity management is considered from the perspective of working capital management as most of the proxies used for measuring corporate liquidity are a function of the components of profitability. Pandey, (2021), identified two concepts of working capital to include: (i) gross working capital; and (ii) net working capital, which are both significant to management. The gross working capital is a firm’s investment in current assets and how it is financed. On the other hand, the net working capital indicates the liquidity position of the firm and suggests the extent to which the working capital needs may be financed by permanent sources of funds. The net working capital is current assets less current liabilities. It could be positive or negative, depending on the PAT of current assets and current liabilities ((Priya and Nimalathasan, 2022). Thus, investment in current assets should just be enough to meet current obligations as excess or inadequate current assets poses a risk to the firm. Working capital has been taken as an important tool to analyse the sustainability and liquidity position of a firm that may help to obtain maximum returns at minimum cost. 
According to (Panigrahi, 2022) the goals of working capital include: profit maximization; risk minimization; and liquidity maintenance. The appropriate Model of working capital investment is achieved through the trade-off between expected return and the risk that the firm may be unable to settle its maturing financial obligations. The investment of excess cash; minimization of inventories; speedy collection of receivables; and elimination of unnecessary and costly short-term financing all contribute to profit maximization. Managing working capital has to do with avoidance of illiquidity (which is highly risky and creates a bad credit image, loss of creditors’ confidence, high-cost emergency borrowing, unnecessary legal battles or even closure of the firm) and excess liquidity (which requires high carrying cost that affect profitability negatively). This indicates that working capital should neither be too high nor too low. A well monitored minimum Model of working capital at a calculated risk is always good for a better profitability (Panigrahi, 2022).
Liquidity management is the routine process of managing a firm’s investment in current assets, current liabilities, short-term borrowings and short-term investment of surplus cash, which affect the profitability of the firm. Current assets are constituted by the money and other assets that are readily convertible into cash. Cash itself is, by definition, the most liquid form of assets; other assets having varying degree of liquidity depending on the case with which they can be converted into cash. The current liabilities include all types of liabilities which will mature for payment within a period of one year such as bank overdraft, trade creditors, bills payable, outstanding expenses, etc. (Eljelly. 2021). 
In the process of running the business, an asset-liability mismatch may occur which may increase a firm’s profitability in the short run but at a risk of its insolvency. On the other hand, too much focus on liquidity will be at the expense of profitability (Panigrahi, 2022). Thus, liquidity management is seen to revolve around the management of current assets and it is measured using ratios such as ICP, Inventory Turnover (IT), ARCP, Accounts Receivables Turnover (ART), APPP, Accounts Payable Turnover (APT), and the STI. Invariably, what determines the working capital of a firm is also the determinant of the firm’s liquidity needs (Eljelly. 2021). 
However, liquidity in excess of what is adequately required by the firm to finance its operations may be counter-productive. Hence, the rates at which current assets are turned over in relation to total sales of a given time period is of critical importance to the total funds employed in those assets (Owolabi, and Obida, 2012). Liquidity management is concerned with the different processes and procedures of planning, handling or monitoring a firm’s investment in current assets. Larsson and Hammarlund (2023) defined the different components of liquidity management to include: inventory, receivables, cash, payables, liquid funds, currency management and risks, and short term financing. The goal of current assets management policy is to maximize the value of the firm. As a result, firms follow a simple process of deciding on the policy and adopting incremental analysis to estimate the operating profit; Model of investment; the rate of return on investment; and comparing the rate of return on investment with the cost of funds used in financing the investment. Thus, a change in policy is desirable if the incremental rate of return (IRR) exceeds the required rate of return (RRR) and the value of a firm is maximized at a point where the IRR equals the incremental/marginal cost of funds used to finance investment in the current asset (Owolabi, and Obida, 2012). 
Effective management of a firm’s liquidity can result in better profit margins and higher turnover ratios, which in turn can lead to higher profitability. It is largely concerned with how cash is converted within a firm, in other words it involves the short-run inflow and outflow of cash. A shorter STI is better for a firm and the way of achieving this is by looking at all the components and understanding the relationship between them. Improvements can be made by speeding up the collection process and delaying the payment process (Larsson and Hammarlund, 2023). The STI is one measure that firms use in examining their cash cycle. Basically the STI will tell how long it takes for the company to transform goods or services into cash in the firm’s account and hence the shorter the STI ratio, the better for the firm. On the other hand, the longer the STI becomes, the less liquid is the firm.
2.2.3	Profitability 
Corporate profitability is a measure of the amount by which a company's revenues exceeds its reROAant expenses. It is an evaluation of management's ability to create earnings from revenue-generating bases within an organization (Larsson and Hammarlund, 2023). Thus, Management is interested in measuring the operating performance in terms of profitability. Hence, a low profit margin would suggest ineffective management and investors would be hesitant to invest in the firm (Ajanthan, 2022). Profitability is the ability to make returns from all the business activities of an organization, company, firm, or an enterprise and the concern of every firm lies with its profitability. Profitability shows how efficiently the management can make profit by using all the resources available in the market (Institute of Chartered Accountants of Nigeria, 2009). 
Profitability is also considered as the rate of return on investment and a widely used financial measure of performance. Hence, if there will be an unjustifiable over investment in current assets then this would negatively affect the rate of return on investment (Ajanthan, 2022). The primary goal of managing working capital is to control current financial resources of a firm in such a way that a balance is reached between profitability of the firm and risk associated with that profitability (Ajanthan, 2022). The greater the risk associated with a business the more profitable it is adjudged and vice-versa. Profitability is determined by the capital structure, PAT, growth, market discipline, risk and reputation of a firm (Larsson and Hammarlund, 2023). Corporate profitability is measured using ratio analysis.
Profitability in relation to sales includes ratios such as gross profit margin (GPM), net profit margin (NPM), operating expense ratio (OER), and so on. However, profitability in relation to investment, which to a greater extent justifies the efficiency and performance of a firm, includes ratios such as return on investment (ROI), return on equity (CA), earnings per share (CDO), dividend per share (DPS), dividend pay-out ratio (DPR), dividend yield (DY) and earnings yield (EY), price-earnings ratio (P/E), market value to book value ratio (MV/BV), and Tobin’s Q (T-Q) (Panigrahi, 2022). Profitability and management efficiency are usually taken to be positively associated such that poor current profitability may threaten current management efficiency and poor management efficiency may threaten profitability. It is related to the goal of shareholders’ wealth maximization, and investment in current assets is made only if an acceptable return is obtained (Panigrahi, 2022). Therefore, the management of investment in current assets is an aspect of corporate finance and it has the capacity of influencing how profitable a firm is.
2.2.4 Investment Growth 
Following Hackbarth (2019), growth of a firm is considered in terms of the proportion of firm value accounted for by assets-in-place; the lower the fraction of firm value represented by assets-in place, the greater are the firm’s growth. Adesina, Nwidobie and Oluwatosin, (2019) pointed out that firms with growth options are those that have relatively more capacity expansion projects, new product lines, acquisition of other firms and maintenance and replacement of existing assets. Three theories that might explain the association between investment opportunity set and corporate finance policy are the tax, signaling and contracting arguments (Gul, 2019).
2.2.5	Short Term and Long Term Debts 
Capital structure is the combination of the debt and equity structure of a company. It refers to the way a corporation finances its assets through some combination of equity, debt or hybrid securities; that is the combination of both equity and debt. A firm’s capital structure is then the composition of its liabilities. The various components of a firm’s capital structure, according to Muritala (2012) may be classified into equity capital, preference capital and long-term loan (debt) capital. Equity capital refers to the contributed capital, i.e. money initially invested in the business in exchange for shares of stock and retained profits; profits from past years that have been kept by the company to strengthen the balance sheet growth, acquisition and expansion of the business. Preference capital refers to a hybrid that combines the features of debentures and equity shares, except for the benefits.
Debt capital refers to the short term debts and long term bonds used by the firm in financing its investment decisions while coming up with its principal and also paying back interest. This study considers debt capital to mean the short term and long term debts that form a part of the conglomerates capital structure. 
2.2.6	Firm PAT
Firm PAT has been defined in various ways. The most popular definition is that firm PAT is the total assets of a company (Huong et al., 2024). Some studies suggested that firm PAT is positively related to the Coverage ratio. The rationale underlying this belief is the resonance of direct bankruptcy costs decreases as firm value increases, suggesting that the impact of these costs on the borrowing decisions of large firms might be negligible. It is also argued that larger firms are more diversified (Adesina et al., 2009), have easier access to the capital markets, and borrow at more favourable interest rates (Kurshev, 2023). Larger firms with less volatile benefits also have a greater likelihood of being able to fully use tax shields from interest payments, thus increasing the expected tax benefits of debt. These suggest that large firms affect debt capital and consequently the relationship between capital structure and investment growth.
2.2.7	Debt Capital and Investment 
Examining the moderating role of firm PAT on the relationship between debt capital and investment growth is desirable, because it may help explain the differences in the findings of previous studies. The behaviour of a firms’ investment growth as a result of debt capital is affected by firm PAT, which could be as a result of larger total assets and larger market share, among other things (Jinglu et al., 2024). Previous studies argued that larger firms are more diversified (Adesina et al., 2009), have easier access to the capital markets, and borrow at more favourable interest rates (Kurshev, 2023). Bigger firms with less volatile benefits also have a greater likelihood of being able to fully use tax shields from interest payments, thus increasing the expected tax benefits of debt. These suggest that large firms affect debt capital and consequently the relationship between capital structure and investment growth. From the review of empirical studies, it is clear that few Nigerian studies examined the relationship between capital structure and investment growth in the context of Nigerian conglomerates. The conglomerates have different capital structure requirements from other sectors, which makes the findings from other studies hardly applicable to these firms. 
2.2.8	Liquidity and Investment Growth 
The PAT of a firm gives a significant contribution to the relationship between liquidity and investment growth firms. Prior studies suggest that different PATs of the firm may result in different market valuations (Dang, Vu, Ngo and Hoang., 2019) agree that firm PAT has a positive relationship with firm value. A bigger firm can create higher value to the investors; however, Kodongo, Okelue, and  Nweze, (2023) find different results, they argue that small firms have a higher ability to determine firm value rather than big firms. The considerable theory and empirical evidence from prior studies related to the role of firm PAT on capital structure choice state that firm PAT is the most reliable factor influencing capital structure (Dakua, 2024). Firm PAT becomes an important factor in capital structure because it can be an indicator representing the company’s ability to survive (Deesomsak, Makki and Kumar 2021). It provides justification to further investigation of the impact of firm PAT on the relationship between liquidity, and investment growth. Based on the results of Jaisinghani and Kanjilal (2024) using the analogy of company stock performance replacing company performance, it can be concluded that the market reacts differently on a small profitable firm with higher long-term debt compared to a big-profitable firm with higher long term debt a small-liquid firm with higher long-term debt compared to a bigliquid firm with higher long-term debt.
2.3	Theoretical Framework 
2.3.1	Trade-off Theory
The trade-off theory is based on the work of economists Modigliani and Miller in the 1950s (Cekrezi, 2022). It shows that companies target the most effective model of liquidity to stabilise the gain and cost of retaining cash. The cost of keeping cash consists of rate of Return of the total assets due to liquidity top class and probably tax downside. Holding cash has dual benefits: First is the saving of transaction cost to raise finances so that firms do not need to liquidate assets to make payments. Secondly, firms can use the current asset to finance its activities and investment in the absence of other investment resources or if the values of other investments are shallow.
The theory explains that firms with high average draw excessive price of servicing the debt, thereby affecting its profitability and it will become difficult for them to source for funds through different resources (Jenson, 1986). The concept explains variation in capital structures among industries. In contrast, it cannot explain the reasons for the decrease in debt ratio among profitable corporations inside the enterprise (Asete & Kung’u, 2024). Trade-off theory explains why worthwhile firms enjoy a giant tax shield and have more significant debt capital.
According to static trade-off theory, firms are looking for an optimal capital structure (debt ratio) which maximizes the firm’s value. In this theory, firms want to create a balance between the advantages and costs of debt issuances. The advantages of issuing debt can be tax shield, and the reduction of the controversies among the benefits of stockholders and managers and the costs of debt issuance can contain the potential costs of bankruptcy and the controversies of the benefits of stockholders and creditors. In an optimal capital structure (debt ratio), the benefits of the last return of the debt only cover the costs resulted from it (Fama & French, 2021).
2.3.2 Agency Theory 
This theory was developed in 1986 (Jenson & Meckling, 2016). They argued that the governance of a firm is premised on the conflict of interest between the owners, management, and significant providers of debt capital as each of the three groups has different interests and objectives.
Separation of ownership from management in the modern business world generates conflict between the two parties. Another agency problem source is the presence of free excess cash, which is beyond that required for financing projects of value (Jenson, 2016). He argued that somehow, free cash problem could be controlled by increasing the managers’ stake in the business or by increasing debt in the capital structure so that the availability of free cash can be reduced.
According to Pecking Order Theory by Myers and Majluf (1984), there is no any optimal debt ratio and firms will not pay attention to the optimal capital structure but will consider the predetermined pecking order. In this theory, firms can be financed through internal and external sources. In accordance with the Pecking Order Theory, firms with high growth opportunities must undertake major investment projects, which generate greater needs for finance. When internal finance is exhausted, firms prefer debt rather than external equity for funding growth opportunities, which are associated with a greater risk than make the investment in assets in place. These authors state that firms with good growth opportunities increase debt when internal funds are insufficient.
2.3.3 The Cash Conversion Cycle (STI) Theory
The STI was introduced by Verlyn Richards and Eugene Laughlin in 1980. The STI theory integrates both current assets and current liabilities, resulting to the net working capital. They devised this method of working capital as part of a broader framework of analysis known as the working capital cycle. It claims that the method is superior to other forms of liquidity analysis that rely on ratio analysis or a decomposition of working capital. The STI is calculated by subtracting the payables deferral period from the sum of the inventory conversion period and the receivables conversion period (Deesomsak et al., 2021). Since each of these three components is denominated by some number of days, the STI is also expressed in number of days. It has been interpreted as a time interval between the cash outlays that arise during the production of output and the cash inflows that result from the sale of the output and the collection of the accounts receivable. However, the current ratio and its variations are most commonly used to assess a company’s liquidity, but these measures do not incorporate the element of time. Adding the cash conversion cycle (STI) to those traditional measures leads to a more thorough analysis of a company’s liquidity position (Abioro, 2022).
2.4	Empirical Studies
Several empirical studies were conducted by different researchers, both local and international, in attempts to unveil the relationship between liquidity management and profitability of firms. Some of these studies focussed on working capital management as it relates to liquidity and firm’s profitability, in examining the effect of a firm’s management of liquidity on its profitability. These studies are reviewed as follows: 
Ben-Caleb, Olubukunola and Uwuigbe (2022) investigated the relationship between liquidity management and profitability, for a 5-year period from 2006 to 2021, on a sample of 30 manufacturing companies listed on the Nigerian Stock Exchange. The study adopted a quantitative method and both descriptive statistics and OLS multiple regression analysis were applied for data analysis. The results reveal that STI has an insignificant negative impact on ROCE of manufacturing companies in Nigeria during the study period. The association in all the cases was however statistically insignificant, indicating low degree of influence of liquidity on the profitability of the companies. 
In Pakistan, (Majeed, Makki, Saleem and Aziz, 2022) conducted an empirical study of the relationship between STI and profitability for a 5- year period from 2006 to 2021. The study obtained data from a sample of 32 companies was randomly selected from three manufacturing sectors and correlation and OLS regression analysis were used to examine the relationship of STI with financial performance. It was found that STI has an insignificant negative relationship with ROA and Earnings before Interest and Taxes (EBIT) of the sampled firms. This implies that a shorter STI will result to an increase in ROA thus, firms need to shorten their STI in order maximize profitability. The finding is consistent with the work of (Majeed et al., 2022), who also found an insignificant negative relationship between STI and ROA; it disagrees with the finding of, which also found a negative relationship between STI and ROA but was significant. This reason could be that while (Sharma and Kumar 2023). Studied manufacturing firms in Pakistan, , (Majeed et al., 2022) studied manufacturing firms in Nigeria. 
Owolabi and Obida (2012), studied the relationship between liquidity management and corporate profitability using data from selected manufacturing companies quoted on the floor of the Nigerian Stock Exchange. The study covered a 5- year period from 2005 to 2009. It adopted descriptive statistics and correlation technique to determine relationship among variables and findings revealed that liquidity management measured in terms of the companies’ credit policies, cash flow management (CFM), and STI has a significant negative impact on ROI and ROA. The study concluded that managers can increase profitability by putting in place good credit policy, shorter STI and an effective CFM procedure. This implies that as STI is shortened, ROI and ROA will improve significantly.
Ogundipe  et al., (2012) examined the impact of WCM on firms’ performance and market value of the firms in Nigeria. The study sampled 54 non-financial firms quoted on the floor of the Nigerian Stock Exchange (NSE) and collected data from their annual reports for a 15-year period from 1995 to 2009. Correlation and OLS multiple regression technique were used to analyse the data. The results show that there is a significant negative relationship between STI and market valuation and firms’ performance. In addition, the results show that debt ratio is positively related to market valuation and negatively related to firms’ performance, confirming that there is a significant relationship between market valuation, profitability and working capital components. The study concluded that reduction in the length of STI will lead to realization of profit maximization objective and consequently, the firms’ market value. 
Sharma and Kumar (2023) studied the effect of working capital management (WCM) on profitability of Indian firms. They use a sample of 263 non-financial firms listed on the Bombay Stock Exchange (BSE) from 2002 to 2008. They analysed the data by using OLS multiple regression. What they found, is in contradiction with all the above mentioned studies. The study found a positive relation between WCM and firm profitability, although the STI and ROA relationship is not statistically significant. They found that account receivables are also positively related with ROA and that account payables are negatively related to ROA. The study argued that this is because India is an emerging market. Firms are seen more profitable if they give their clients more trade credit, therefore they have more clients, who means more sales, which in turn leads to more profitability. This outcome contradicts that of Richards ( Laughlin, 2023). who found an insignificant but negative relationship between STI and ROCE. The reason could be that (Olufemi. and Olubanjo. 2009). studied manufacturing companies in Nigeria rather than non-financial firms in India. In addition, the scope of the study by (Campbell, and Jones,  2022). is 7 years from 2002 to 2008 while that of Ogundipe  et al., (2012) is 5 years from 2006 to 2021. This means that when Indian firms increase their STI, profitability will be higher. 
Pler, Pinkowitz, Stulz, and Williamson, (2023) examined the relationship between WCM practices and profitability of non-financial firms as applicable to financial firms like banks in Ghana. The random effect panel data of 28 Ghanaian banks over a 10- year period from 1999 to 2008 were collected and analysed using descriptive statistic, correlation analysis and variance inflationary factor (VIF). The VIF was used to test the presence of multicollinearity among the variables. The results showed that Cash Operating Cycle (COC) has a significant positive relationship with banks’ profitability, just like ARCP, while APPP exhibits a significant negative relationship with profitability. In addition, credit risk, exchange risk, capital structure and PAT significantly increase banks’ profitability. They recommended that banks should match their assets against liabilities appropriately by finding the optimal combination of current assets and current liabilities that would enable them to stay profitable.
2.5 Gaps in the Literature
Orshi and Yunusa (2016), examines the relationship between liquidity management and profitability of listed food and beverages companies in Nigeria over a 10-year period from 2004 to 2022. Out of the 21 listed food and beverages companies in Nigeria, a sample PAT of 10 firms was drawn. The study adopted an ex-post facto research design. Panel data was obtained from the annual reports and accounts of the sampled firms and was analysed using descriptive statistics and generalized least squaresmultiple regression techniques. The study found that: cash conversion cycle has an insignificant negative impact on Return on Equity and Earnings per Share respectively. The study concludes that management of listed food and beverages companies in Nigeria can maximize the return to shareholders by shortening the cash conversion cycle of the companies to a justifiable minimum. In view of the findings and conclusion drawn, the study recommends among others, that management of listed food and beverages companies in Nigeria should maximize the use of trade credit and ensure effective and efficient management of cash flows, which result to shorter cash conversion cycles and improve profitability.
Adesina and Olatise  (2020), examined the impact of the liquidity management on the performance of the 10 (ten) manufacturing firms selected for the period of five years 2012-2016. Secondary data were collected from the annual reports and accounts of these firms. Descriptive statistics, correlation and regression analyses were used for data analysis. The study revealed that current ratio has negative and significant impact on profitability (ROA) of the selected firms while quick and cash ratios have positive but insignificant relationship with ROA. Therefore, it is recommended that attention should be purposely paid to Liquidity management in the manufacturing firms in Nigeria in order to enhance their profitability.
Yahaya (2020) investigate the effect of liquidity management on the profitability of manufacturing firm Nigeria. The study considers a sample PAT of all the manufacturing firms in the Nigeria stock exchange (NSE). Secondary data were obtained from the financial statement of the listed firms which covers a period of five years (2008-2024). Data collected were analysis using correlation matrix and Ordinary Least Square regression techniques. The result of the study revealed that current ratio is positive while quick ratio is negative and both have insignificant relationship with profitability in manufacturing firm. On the other hand, debt ratio has a positive and significant relationship with return on asset. It was recommended that management should proper manage their debt in a way to increase profitability since debt ratio has significant influence on profitability.
Odukwu, Eke, Igwoba and Egule (2022), assesses the influence of liquidity ratio and profitability ratio on profit growth of pharmaceutical firms in Nigeria. The researcher employed ex-post facto research strategy with a population of six (6) selected listed pharmaceutical firms in Nigerian stock exchange market. The study used 30 firm yearly observations from the six pharmaceutical firms listed in Nigeria. Results: The results of the study revealed that the current ratio's liquidity ratio and the quick ratio's liquidity ratio had a statistically significant link with profit growth rate. The profit growth rate has no statistically significant link with the profitability ratio of net profit margin and return on asset. The discoveries of this study is limited to pharmaceutical firms in Nigeria and may not be adopted elsewhere. This study is anticipated to help pharmaceutical companies manage their cash and cash equivalents while also improving the performance of the business.




CHAPTER THREE
RESEARCHMETHODOLOGY
3.1	Introduction
Research study is an important tool for advancing knowledge, promoting progress and for enabling man to relate more effectively to his environment in order to accomplish his purposes and to resolves his conflicts. Basically, this chapter is concerned with the methods used in collecting, analyzing and interpreting the data for the study. Therefore, it contains the research design, population of the study, sample techniques and sampling PAT, source and method of data collection, techniques of data analysis as well as variables of the study.
3.2 	Design Study
Design study means a proper way of organizing collected data and analyzing the data to fulfill the purpose of research, so that it can provide the required information such which is sought. The ex-post facto research design is adopted for the study.
3.3	 Population of the Study
The population of the study comprised of all the 21 consumer goods companies quoted on the list of the Nigerian Stock Exchange as at 31st December, 2024. 
3.4	 Sample Size and Technique
The year of listing; technical suspension due to one reason or the other; and Non-existence of trend records were used as filters on the population, resulting in a sample Size of 1 listed (Honeywell) Consumer goods companies in  Nigeria, as contained.
 3.5 Sources Data Collection
The source of data for this study is secondary sources. 
Table 3.2: Variables Definition and Measurement
	VARIABLE
	DESCRIPTION
	MEASUREMENT

	DEPENDENT:

	Return on Equity (CA)
	CA measures a firm's return on its shareholders' fund, i.e. ordinary share capital plus
reserves (Arnold, 2008).
	Profit After Tax (PAT) / Equity capital

	Earnings per Share (CDO)
	CDO is the ratio of Profit after Tax (PAT) to Number of outstanding ordinary shares. It measures the return per unit of shareholding (Pandey, 2021).
	PAT / No. of Ordinary Shares

	INDEPENDENT:

	Cash Conversion Cycle (STI)
	The STI measures the time frame it takes a firm to convert current assets into cash (Pandey, 2021; Arnold, 2008).
	Inventory Conversion Period (ICP) + Accounts Receivable Collection Period (ARCP) - Accounts Payable Payment Period (APPP).

	CONTROL:

	PAT (PAT)
	The PAT of a firm is measured in terms of its total assets (Vural, Sokmen & Cetenak, 2012).
	Natural Log. of Total Assets (TA).

	Average (ROA)
	This is the ratio of a firm's total debts (TD) to its total assets (Pandey, 2021; Arnold, 2008).
	TD / TA.



3.6 Instrument for Data Collection
Since the study is qualitative based research, some of the instrument used for the research include but limited to:- Journals on the related topic, Textbooks, class note, magazines, online research et cetera. Pure secondary data were use in the study. 
The annual reports and accounts of the sampled listed food and beverages companies in Nigeria. The dependent variable (profitability) is measured in terms of CAand CDO, whilethe independent variable (liquidity management)is proxied by STI. The PAT (PAT) and Return on asset (ROA) of the sampled firms are introduced as control variables to take care of individual firm effects. The definition and measure of each variable is contained in table 3.2.
Secondary data:- This refers to these data that are already gathered and made available having been collected for another purpose but found to be useful to the problem at hand, information generated from secondary data has research mind to the resonant as regarded.
3.7 Techniques for Data Analysis
The data was analyzed using descriptive statistics. The descriptive statistics involved Summary Statistics while regression analysis technique and ANOVA were used as an inferential statistics. Other diagnostics test been carried out includes test for the significant of the estimated parameters using standard error test, T-test and probability test; test for significant of the fitted model using R- square and test for the goodness of fit of the model using F-test statistic.


CHAPTER FOUR
DATA ANALYSIS AND PRESENTATION
4.1	INTRODUCTION
	This chapter deals with data analysis, presentation and interpretation of the study which will be explaining in details the outcome of the researchers work.
4.2 Data analysis and Interpretation
4.2 	Financial Report of Honeywell Company




















Source: Honeywell Annual Report 2024 
4.3 	Presentation and Analysis of Data According to Research Hypotheses
This section presents the results and discussion of correlation and regression analysis. It presents the result of diagnostic tests for the study.
Correlation Coefficients
The correlation matrix is contained in table 4.1.
Table 4.1: Correlation Matrix
	
	CA
	CDO
	STI
	PAT
	ROA

	CA
	1.0000
	
	
	
	

	
	
	
	
	
	

	CDO
	0.0574
	1.0000
	
	
	

	
	0.5703
	
	
	
	

	STI
	-0.3829
	0.1844
	1.0000
	
	

	
	0.0001
	0.0663
	
	
	

	PAT
	-0.1008
	0.5100
	0.5673
	1.0000
	

	
	0.3183
	0.0000
	0.0000
	
	

	ROA
	-0.0574
	-0.1664
	-0.5568
	-0.5417
	1.0000

	
	0.5704
	0.0979
	0.0000
	0.0000
	

	Source: STATA Output



Table 4.1 shows that: there is a significant negative relationship between STI and CA, with a correlation coefficient of -0.3829 at a P-value of 0.0001. This shows that a unit increase in STI decreases CA by 0.3829STI; STI and CDO have an insignificant positive relationship at a correlation coefficient of 0.1844 and P-value of 0.0663. This indicates that if STI increases by one unit, CDO will insignificantly increase by 0.1844STI; there is an insignificant negative relationship between PAT and CA at -0.1008 correlation coefficient and P-value of 0.3183 thus, a unit increase in PAT means CA will insignificantly decrease by 0.1008PAT. PAT also correlates with CDO at the coefficient of 0.5100 and STI at the coefficient of 0.5673. The P-value in both cases is 0.0000, meaning that PAT has a significant direct variation with CDO and STI at 0.5100PAT and 0.5673PAT respectively. Table 4.1 also shows that: there is an insignificant negative correlation between ROA and CA at the coefficient of -0.0574 (P-value = 0.5704) and between ROA and CDO at the coefficient of -0.1664 (P-value = 0.0979); ROA significantly correlates with STI at -0.5568 (P-value = 0.0000) and PAT at -0.5417 (P-value = 0.0000). This implies that a unit increase in ROA will insignificantly decrease CA and CDO by 0.0574ROA and 0.1664ROA respectively, while an increase in ROA by one unit will significantly decrease STI and PAT by 0.5568ROA and 0.5147ROA respectively.
4.4 Analysis of Other Data
  Diagnostic Tests
Test For Data Normality
Thus, having established the correlation among variables, it was pertinent to conduct diagnostic tests on the data for the study. Hence, the result of the Shapiro-wilk test for data normality is shown in table 4.2.
Table 4.2: Result of Shapiro-wilk Data Normality Test
	Variable
	W
	V
	Z
	P-Value
	Obs.

	CA
	0.27988
	59.456
	9.063
	0.00000
	100

	CDO
	0.7675
	19.196
	6.555
	0.00000
	100

	STI
	0.49487
	41.706
	8.276
	0.00000
	100

	PAT
	0.91312
	7.173
	4.371
	0.00001
	100

	ROA
	0.31606
	56.469
	8.948
	0.00000
	100

	Source: STATA Output



The Shapiro-wilk test for normal data tests the null hypothesis that the data is not normally distributed at a 0.05 model of significance. Table 4.2 shows the P-values of 0.00000, 0.00000, 0.00000, 0.00001 and 0.00000 for CA, CDO, STI, PAT and ROA respectively. As a result, the study accepts the null hypothesis that the data values were abnormally distributed.
Test for Multi-co-linearity
In addition to the data normality test, the study conducted tests to check for multi-co-linearity among the independent variables. The result of the Variance Inflation Factor test is contained in tables 4.3.
Table 4.3: Result of Variance Inflation Factor (VIF) for Multi-co-linearity
	Variable
	VIF
	1 / VIF

	STI
	1.69
	0.590086

	PAT
	1.65
	0.604268

	ROA
	1.63
	0.614721

	Mean VIF
	1.66
	

	Source: STATA Output



Table 4.3 shows that the VIF of 1.69, 1.65 and 1.63 for STI, PAT and ROA respectively. The mean VIF is 1.66. Consequently, the VIF are less than 5 and tolerance models (1 / VIF) are greater than 0.10 in all the cases, implying that there is absence of perfect multi-co-linearity among independent variables of the study. This means that the models for this study are fit.
4.5 Test of Hypothesis
Table 4.3 shows that the VIF of 1.69, 1.65 and 1.63 for STI, PAT and ROA respectively. The mean VIF is 1.66. Consequently, the VIF are less than 5 and tolerance models (1 / VIF) are greater than 0.10 in all the cases, implying that there is absence of perfect multi-co-linearity among independent variables of the study. This means that the models for this study are fit.
Test For Heteroscedasticity
The result of heteroscedasticity is presented on Table 4.4. The Table also contains Hausman fixed – random specification test as well as the Breusch and Pagan lagrangian multiplier test for random effects.




Table 4.4: Result of Hettest, Hausman Specification and Random Effect Test
	
Test
	CA
	CDO

	
	Statistic
	P-Value
	Statistic
	P-Value

	Hettest: Chi2
	1230.16
	0.0000
	30.57
	0.0000

	Hausman: Chi2
	1.80
	0.6150
	0.07
	0.9956

	Random Effect: Chi2
	0.00
	1.0000
	243.61
	0.0000

	Source: STATA Output



Table 4.4 shows a hettest Chi2 of 1230.16 at a 0.0000 significance Model for fitted values of CA. Therefore, the study rejects the null hypothesis, which states that there is absence of heteroscedasticity, and concludes that there is presence of heteroscedasticity for fitted values of CA. To this effect, the residuals of the fixed and random effects GLS regression for fitted values of CA were used to conduct the Hausman fixed random specification test. The result of the specification test shows a Chi2 of 1.80 at an insignificance model of 0.6150, meaning that the robust fixed-effect
GLS regression is not suitable for fitted values of CA. Consequently, the Breusch and Pagan lagrangian multiplier test for random effects was conducted, resulting to a Chi2of 0.00 at an insignificance model of 1.000. This implies that the OLS regression best suits fitted values of CA.
For fitted values of CDO, Table 4.4 shows a hettest Chi2 of 30.57 at a significance model of 0.0000. Thus, the study rejects the null hypothesis and concludes that there is presence of heteroscedasticity among fitted values of CDO. As a consequence, the Hausman fixed random specification test was conducted, the result of which shows a Chi2 of 0.07, which is insignificant at the p-value of 0.9956. This implies that the random effect GLS regression is more suitable for fitted values of CDO. Therefore, the Breusch and Pagan lagrangian multiplier test for random effects shows a Chi2 of 243.61 at the significance model of 0.0000. This indicates that the robust random effect GLS regression is more appropriate for fitted values of CDO.
Result Of Robust OLS And Robust Random Effect GLS Regression
Thus, the model summary of robust OLS regression for fitted values of CA and robust random effect GLS regression for fitted values of CDO is presented on Table 4.5, which is used to test the hypotheses formulated for the study.
Table 4.5: Regression Result
	
Variable
	CA
	CDO

	
	Coeff.
	T
	P-Value
	Coeff.
	Z
	P-Value

	CONST.
	0.0758151
	0.07
	0.942
	-24.68591
	-1.8
	0.071

	STI
	-0.0038164
	-1.04
	0.301
	-0.0036238
	-1.83
	0.067

	PAT
	0.0851795
	0.67
	0.502
	3.95124
	1.91
	0.056

	ROA
	-0.2298373
	-1.04
	0.303
	0.1081797
	2.36
	0.018

	R Square: Within
	
	0.2708

	R Square: Between
	
	0.285

	R Square: Overall
	
	0.281

	F-Value
	0.71
	0.5467
	
	

	Wald Chi2
	
	
	44.8
	0.0000

	Source: STATA Output



Table 4.5 reports that the coefficient of the constant (CONST), for fitted values of CA, is 0.0758151, which defines the value of CA given a unit rise or fall in any of STI, PAT and ROA, while all others are held constant. STI of the sampled firms during the study period has an insignificant negative relationship with CA at the coefficient of -0.0038164 and t-value of -1.04 (P-value = 0.301). This indicates that a unit rise in STI will insignificantly reduce CA by 0.0038164STI. This finding is consistent with the finding of who also found an insignificant negative relationship between STI and ROA and who also found a significant negative relationship between STI and ROI and ROA respectively. 
This finding is in line with the a priori expectation of the study that β1 ˂ 0, which implies that a shorter STI will improve profitability; PAT of the sampled firms during the study period has an insignificant positive impact on CA at the coefficient of 0.0851795 and t-value of 0.67 (P-value = 0.502). This implies that every unit increase in PAT insignificantly increases CA by 0.0851795PAT. This finding agrees with the a priori expectation of the study that β2 ˃ 0, meaning that as PAT of the sampled firms grows bigger, there is tendency for improved profitability; and ROA also has an insignificant negative relationship with CA in the period at the coefficient of -0.2298373 and t- value of -1.04(P-value = 0.303). This shows that a unit increase in ROA insignificantly reduces CA by 0.2298373ROA. This finding also agrees with the a priori expectation of the study that β3 ˂ 0. This means that the more the sampled firms finance their short-term obligations with debt financing, the less profit is maximized.
The coefficient of the CONSTfor fitted values of CDO,as presented in table 4.5, is -24.68591. It determines the value of CDO given a unit increase or decrease in any of the fitted values of CDO, while all others are rendered zero. From the Table, it is revealed that STI of the sampled firms during the study period has an insignificant negative relationship with CDO at the coefficient of -0.0036238 and z-value of -1.83 (P-value = 0.067). This means that increasing STI by one unit insignificantly decreases CDO by 0.0036238STI. This finding is consistent with the a priori expectation of the study that β1 ˃ 0. This indicates that STI and CDO have an inverse relationship; 
However, PAT of the sampled firms during the period has an insignificant positive impact on CDO. This is evidenced by the coefficient of 3.95124, z-value of 1.91 and P-value of 0.056. By implication, this means that every unit increase in PAT insignificantly increases CDO by 3.95124PAT. This is in agreement with the a priori expectation of the study that β2 ˃ 0, which implies that PAT and CDO of the sampled firms have a direct variation; The ROA of the sampled firms during the period has a significant positive relationship with CDO. This is at a coefficient of 0.1081797 and z-value of 2.36(P-value = 0.018). This result indicates that a unit increase in ROA will significantly increase CDO by 0.1081797ROA. This finding is inconsistent with the a priori expectation of the study that β3 ˂ 0. This means that the more the sampled firms finance their short-term obligations with debt financing, the more profit is maximized. However, this applies only when the borrowed fund is obtained from sources with lower costs and/or claims of creditors.
4.6 Discussion of Findings  
Hypothesis I
Hypothesis one states that: Cash assessment has no impact profit after tax in the listed consumer good companies in  Nigeria. In Table 4.5, the result of the robust OLS regression for fitted values of CA shows an overall insignificant negative relationship between cash assessment and profit after tax at an F-value of 0.71 and insignificance model of 0.5467. Hypothesis II
Hypothesis two states that: There is no significant relationship between covering debt obligations and return on asset in the listed consumer good companies in  Nigeria. The result of the robust random effect regression for fitted values of CDO, as presented on Table 4.5, reports an R2overall of 0.2810 and a Wald Chi2 of 44.8 at a significance Model of 0.0000. This implies an overall significant negative relationship between covering debt obligation and return on asset. 
Hypothesis III
Hypothesis tthree states that: Short-term investment does not enhance overall profitability in the listed consumer good companies in  Nigeria. The result of the robust random effect regression for fitted values of CDO, as presented on Table 4.5, reports an R2overall of 0.2810 and a Wald Chi2 of 44.8 at a significance Model of 0.0000. This implies an overall significant negative relationship between Short-term investment and overall profitability. .  





CHAPTER FIVE
Summary, Conclusion and Recommendations
5.1	SUMMARY
The study indicates that owners‟ equity has a positive and significant effect on financial performance. This further implies that the higher the owners‟ equity, the higher the performance, holding other factors constant. Equity financing add value to shareholders by way of improving capital structure of firms to an optimal Model to balance the benefits of the tax shield and the costs of financial distress Myers (2003).
5.2	Conclusion
Based on the findings and the research summary, the study concluded as follows:-the fact that STI of listed food and beverages companies in Nigeria has an insignificant negative relationship with CA as a measure financial performance and; significant negative relationship with financial performance proxied by CDO; It is a sign of longer STI. Thus, shortening the STI of the companies to a justifiable minimum by management can maximize the return to shareholders. Thus, the study conclude that, The fact that the result shows a positive and significant Wald Chi2 of 44.8, the study rejects the null hypothesis and concludes that Short-term investment has a significant negative impact on overall profitability in the listed consumer good companies in  Nigeria The fact that the result shows a positive and significant Wald Chi2 of 44.8, the study rejects the null hypothesis and concludes that covering debt obligations has a significant negative impact on return on asset of listed food and beverages companies in Nigeria. The F-value from the tables has shown a value of 2.17741. Since F (calculated) is less than F (tabulated), the study rejects the null hypothesis and concludes that Cash assessment has negative impact profit after tax in the listed consumer good companies in Nigeria.

5.3	Recommendations
In view of the findings and conclusion drawn, the study recommends that
i. Management of listed food and beverages companies in Nigeria should shorten the length of time it takes to convert inventories and trade receivables into cash. 
ii. This strategy would ensure uninterrupted cash and cash equivalent supply and guarantee prompt settlement of trade payables as well as effective and efficient cash flow management. 
iii. Consequently, a shorter STI would improve financial performance.
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