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Abstract

The nwajor aim of this study fonds to examime the impact of woeking cepital mansmemen. oo e
stock prices of the indusmial comeeazions listed rm the Pafesrine Fachange; PEX. Henee, this peper
refiers rr the fmancial dara of the fisied Indostriial corporations In the PEX fhorm 2007-2004 a: it is u
mustwortay sampla and bighlv porticipatss in schieving te afwomentioned objective. L alse smploys &
suprber of statiztical tasts, For instancs, it employs (descoiptive smristics, Pearson's comelation, and G
TincaT rogrossion wets). Comseoutively, this paper sclects eon listod Pelestindan indusrial corpualioas 1o
engmite il hvpotheses [RG frrevears]. Consisient with s peals, this peper 2licils the Soilowing
Andimzsz 15 Lhe wkugionl sorperivions isbed on the PEX are inetficiect in munaging e workicg
capita. ¢2) Thers is a pegadive aod Fsigniticen: impac of the cash conversion ovee (0O on {he
stock, relures ol the icdwsirial corpontivns Listed on the PEX. [3) Therz is ne bopscl ol OO0
componerts (ARTD, ITD, and PTTY on the stogk retems of the indusivial corporations listcd on the
FEX. Pmally vl imporfantly, this valuable study kighlights n ser of highly condridive
sermmendations, Front iz poinl, i récommends he indusicial corpocalions listed on the PEX
wiock om coneenimaling their efforts toward steoring the working capital managomert i oam efiRcien
MEINCT 80 £5 W mmbance iz cminent sector. (2 Also recnmmancs fhe Paesting Fxchange w0 put
effect destirning efficien! poliy For the working cepital management by the lsted cocosaliors acsd
itadng B s abligatary ceyuined Lo,
Koy Woends: Iodusisial secor, working capital mumapement, cesh conversiom cvele, Palesliue

Exnchompge [PEX], 20k pelures

L. Iotroduetion

In the past, the focus of the literamres in exploring Ge hnance and acceanting was given
investigate the long-term financial decisions, The researchers. [or instance, particularty tended
fio explore the capiral stmchoee, dividends or corporation value [I]. [n conieast, since 1WH)s,
the researclhers leant wwards aiving mere Tecus on exploniap the sher-term financial
decisions. ITence, the question has been cgised regarding this tendency is: Does working
sapitel management affoet firm valne and profitability™ As the papers |2] 13] |47 33 [8] have
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Anyhow, the paper [7] poes on to state thar corporations can maximize ther valoe and
profitubility by having an optimal level of working capital. While, on the other hend previous
studies tend o wse different tools alming ot messurlng the efficiency in the working cagilul
munagerent. Thos, it is worth meationing these Gesous (oole which are- a) net trade cveke
[8] M. b) cosh conwersion cwele [37 767 [10] [11]. Tndeed, this analysis shows us that the vast
majority of the researchers measure working capital manapement eMiciency by nsing the cash
eonversion evcle, Accondingly, thiz paper follows the aforementioned rescarchers by adopting
the cash conversiom eyele Bs a variable represents the working zapitzl managementl. For
inzance, the paper [12] proves that die cash converslon cyele is considered as an influential
imsrrument aims Al measuring he corporation adequacy m munamne e wotking capital. As
well, the papers [2] [6] [13)] demonstrate thel o corporation with a lowers cash gonversion
eyile in days 5 moce efficient considering that it tums ils working capilal more thines per yesr,
and allows it o creais more revenues per aseets invested. Alao, the paper | 14] showes that the
negative value of the CCC represents the nomber of davs a compacy has received cash from
sales before the payment for suppliers. Whaeteas, the papers [11] [14] show that 2 positive
value of the COC mdivalzs Ui the number of days a company must borrow while wwaiting
payment from costomers. In contrast, the paperz [6] [10] [15] show that a corpomtion can
improve the cash conversion cvele by recognizing the following set of findings: a- redveing
the amonnt of time that poods are held in mventory b collecting the rezeivahles more quickly
¢= paying liabilitics more slowly, As well, the paper [15] explains that the theory of the
working capital management says that the relyionship beiween current assets and cumen
dabilitics 1z a key theme of the theory, Blence, this theory dascribes how working cuprial
should be managed. T has also shown the benafits in rerms of liquidity. sobvency, efficicncy,
profitability, and sharchelders wealth maxisrzation.

Huwrver, previous and current mlemuostionel studies mirodoees significont evidences on the
impact ol the working capital menagernent on the stock prices. T companisoi. e reality
etloxnes that Palesting suflers from a long-term lack of empirical smdies that case exploring
the ampact of working capital manogemient on the compmy's sbock prices of the listad
corpocations on the Pelestine Exchangs; PTX, As a result, this paper comes a5 a pressing need
toy guplore thay atpaifican issue adhering to the reality of the listed incustrial comporations on
tha T'EX.

‘The findings of this paper will be usad as real evidence from Palestine on the impact of the
working capimal efficiency of the stock retums.

In additlon, 1 showld be noticed that the roaults af this study 2asist e wsors in evaluating the
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sioek prices ol a corparation. I also comes to sort out the stock cvaluation provess
wesknesses so s b ensble ik the podiey makers and deciston-takers to draw the comect
comclusion. This paper, om the first hand, follows the peevicus studies regarding the
methodology and statistical techniqnes.

Howower, the sontent of this stwody inclodes six sections. Hersinafter is a list of these
scctions: Saction (1) an imwoduction, section (2) addresses the previous lileratures. section (1)
explams the hepotheses of the study, sechion (4) addressce data and methodalomy, section (5}

presenls the results, and section (&) reports the conclozon,

L Previous Literninres

The mitermational empitical cviderces om the mpact of the working capital mapagement oo
the stock retmms and profitability prove that an optimzl level of working cepital will
i innize the fair market vilue and profitahility of & firm. Thurs, this parr clarifics the findings
of 4 sot of selected intermational proven litsraourcs,

In the Uinited States. for instance, the papers [2] [13] show that o ficm cant maximize the
carings and stock retums o the cash conversion cycle 16 munaped i days [CCC] comeetly.
Furthermmors, the paper [16] shows that the cash conversion cyele, is negatively related to ner
profurabdlily for the cosporations that hsted on the London Stack Fxchange. In addition, the
paper [17] examines the impact ol the working capital management on the performance of the
mndustrial corporation: listed on East African Seock Exchauge, The paper also stes thal ers
i= & positive impact of well-managed working cepitul om the performancz. Then it @ fstrates
that the companies should shorten the CCC by keeping the reccivables’ callection penod,
payables’ deferral period and inventory halding peried o e optinnn bevel, Howeeer, Dt
Pakiatan, the paper [1] coneludes that thare 15 4 stronge positive mpact of & highly munaged
working capital on the stock retums for the compairies thal listed on Karachi Stock Bxchangze.
Also, in Brazil the paper [6] provides evidence highlighting el the working capital
management ncredss the company value of the Hrazilian puhlic companies listed on BM &
FBOVESPA. Ther, the paper [1B] provides stromp evidence that e working copitzl
manzgement is positively related o sk prives of (e vorporations fisted on Tehmm Swoi
Fxchang=, The firdings of paper [8] show that the working capital management has
sigmificant influence om corporations” value of the non-finencial mstiubions that Tisled on
Kavachi Stock Bachiange [KEE|. 1L also illusratzy that the financial managers can inercass
valie nf'a corporation by reduzing their inventory size, cash conversion eycle and net trading
cvile ol the listed conporations in the XK. Also, the paper [ 19] shows a nepative sipnificant
oelartionsiip eadsts belwien ash conversion cyele in days (OCC) and firm value of the listed
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eorporetions on Tehrun Stock Exchomge, The previous resull shows that inelfiviency
working capital -mumerement leads o a low performence. Likewise, the paper [12] neveuls
that an etficiency in the management of the vawking capital keuds o high performancs and
prafiahility of the listee zompantea on the Johannesburg Stock Exchomge. Moreover. the
puper [ 1] points out that workine capital management as represented by (he cash conversion
cyule, sales growth and lesser debtors’ ccllection poriod impacts om beer beeviery tims’
preficebility. As well, the puper [20] shuws ihat the cash vonversion exels and all s wnjor
camponents {devs in invenlory, days' sales cutslanding wnd creditors” pavinent period] were
relarcd with the fimm’s profisbilite and va'ue of the lsted compaities on the Cyprus Steek
Luchangs, Ther, the pepar [5] demonstrates that managees can ereate value by reducing their
inventories and fhe number of dave for which their accouns arc outstanding of the Spanish
firms. Moreover, shoriening the cash conversion cvele in days also improves the fiim's
profiwbiiyy, In Takistan, the paper [21] shows that e elviest working capitzl mandpement
lcads to high peofilakility and firm salue of the lisled corporelions on the Karachi Stock
Exchangs. In addition, the puper [17] concludes thet the efficient manapement of working
cupilal did not have any influence oo stock retwms of the listed corporations on Tehmn Steck
Exchatae, Howewer, this conclusion refers 10 o set of fuclors such as: special features of ench
industty, polizies Imposed bw povernment, caoital market inefficiency and muny other
varinbles.

Having explaired all this, the analvsis of the aforementioned studies illusteares that the
warking capital management efficioncy improves fhe finaneial performance and stock prices
of e listed companize on the seourilies markets:, Bimilary, high portion of the cmercing
markels studies come with similer conclasions. In olher words, the results of this paper will

meet the explanation wl the previous sidics,

). The Hypotheses

The main pomose of this study targets explonng the impact of the working capital
magagement efficiency on the stock rerurns of the industrial listed corpomations cn he PCXT
Thus, i stales the Gellwwing hypotheses:-

Hupolhesia ana {Hy ) There s oo oopact of cash conversion eyvels in divs (working capital
management) on the stock retums of the mdustrial listed corporations on the PTEX.

Hypothesis two (Hz): There is no impect of cash eonversion ¢ycle companents {receivabls
farnover in davs, mventory turnover in days, and pagrable turmesver in daysh om che stock

relurms af the industrial listed cosporations on (he PR
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4. Data and Methodology

Thiz sectinn of the study exposes data. snady model, smdy variahles, ana the economelre
models that used to togt the hypothesas as explained in the following,
4.1 Data

The population of this paper ingludes (he listed indostrin] corporntions on the Palestine
Exchanpe [PEX| for 8-vear perfod from 2007-2014. Consequendly, the foflowing ferms ars
considesed [n choosing a sample. a- The comorution should be listed on the I'EX, - The
corporation must be mdustrial o~ Carporations stock in waded. Hence, 1) corporations mel
the previous terms. By way of illustration, the zollecred data are taken from the wehsile of the
FPEX [www.pex.ps], companics guide, in addition to the financial reports of the ndustrial
LOCPOTALIONS.
4.2 Study Model

FProzented below 18 the modeting of study hypotheses based on the previous studies that
taken plece in the mternational cepital markets.

Pependent Vanuble Incependent Yariable
. o -H\'. |l--.

Working Capita] Marageaiment

Slack Keloshis . . Indicarres:-

= Lnsb Conres s I:_:;n.'l: In Thays,

w Cadr Qunvensios Cyole Comnpoiwcl:

in Thaes.

4.3 Smady Variables

This pert exemplifics (e variables that test the hypotheses of this paper. Below are the study
variables delmitions.

4.3.1 The Dependent YVariable

Fhis study employs vne indeperdent variable which iz (the stock remwms). The
maaznremants of stnck returms are explained as o the fallowing stntement:

Ko Logel PP ). Where: it Hetums ot stoek 1 in peniod t, Py Stock®s price vear end of tirm
I for pored t. Py Stock's priee voar beginning of firm | for peeiod t, and Log: The namral
logarithm.

4.3.2 The Indeprendent Varinble:

The hypothoses of this paper toquire designing two  independent wariables. Thess

mdepencent vanebles are: 1- The cash conversion cyele in daws, [l- The compenents of cash

conversion gycle; where the definilegs of these indepencent varzables are explained s 1 the
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folowing:

T -The cash conversion cyele vurable is measured nsing the follvwing eyuetion: Cash
Conyersion Uyvele in Days = Recewvable Tuenover in Days + Inveatory Turbover in Thys -
Pavable Timmover it Daws. Thing the symibol the cash eonversion evele formedi i OO0, =
ARTDy, + 1Ty - P11 Where: CCC,: cash conversiom cvcle m days of tirm | tor penod L
ARTDy: Teccivables turnover in dags of fiem 1 far period £ P, Inventory turnover i deye
of firm T o period t, Y10y Pavables mraover in days of firm T for period L

Il «The three compuments of the COC are compooed using the following syuaticorsz-

Tirsily -Davs sales outstanding or receivables frnover in days or averspe collzetion perioad
i3 computeid by wsing e 1 lowing fomula;

Resceawahles
Reccivebles tapnover indavs= _ . ... . #3635
et Sulis

Using the symbol the recefvahles mrnever foemule in days is:

AR
s,

Where: RTD: Receivables furnover in devs ol fem [ for period 1, AR Hecoivahbles of frm

I lor period € and W5, Met Sales of flam T for period 1,

ARTD,

Secondly <Days sales in inveniory or jwventory mimaver in days is computed by nsing the

following formmla:
hweonrory "
Inventory lumuyerimdays= ... . : *ind
Cost of Goods Sold
Using the syl e mvesivry urmover formola o deys s
Iir
-[TD'r = e T———
COG S,

Where: 111 Inventory tumover in days of fiom [ for pesiod t, L; Inventaries of firm | for
periad t, and U0, Cosl of sakes or et of goods sold of [ § For period €
Thirdly-Days pavables outstanding or payables turnover in days or avemage paymont period
{in dayad 1= comauled by wsing the following formula:
Puyahles

Poyables turnover in davs — *1g5
st ol Diowwds Hiald

Uslivg the svmbol the Pavabies turmnover toamala in days is:
P.

PID, = '
O,
Whenre PELD:: Payables wnover in duys o foo [ for peciod |, By Payeblbes of firm | foa

poriod € aml COGE:: Cost ol sales or eost of gouds sold of Gom T for period €

Ml
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4.4 BEoonvinetric Models

This scofion sms of ¢rephng the cconometric models, Progonted bebowr are esplanidions
avumd the kyvpoilieses and i3 ecofomelric models. The first hypothesis comes 10 examine the
inpigt of cash eonversion eycle in dioes on Lhe stoek relums, Thes hvpothesis s examined
vsing model number 1.

R, =+ B0 (Madel 1)

Whare: R Retuna of stock [ in peried | CCCy cash conversion cycle in dags of fiem [ for
perind t, Gy Consanl, @and €, The independent variable response coefficieant,

The thanry of an officient working capital manapement save that a compoeation with a lowcr
COC in days is more efficent |2] 13] [6]. Accordingly, if the sign of the CUU responsc
coctficiont [£] iz pemadive then the practice matchee the theory. The cecond hypothesiz comes
Lo examine he impact of CCC components in days on the stock returns. Amyway, the sscond

hypothesis will by tested using model 2. Table 1 shows the second hypothesis teating maodel.

Table 11 The second hypothesis testing model

Toobyporhesis Wl Ml ¢

(H:,): Therz is nooimpact of warkics cagsitzd
covnprcivts CARTD, TTDy ond FTL om the
sick  retorms ol the  dnbustrial o Yished
cumpnrelioesg in the PEX.

Boo= € | G ART, 1 11D, | £:0TD, ihdadal )

Where: By Beturns of stock T i period ©, 1, ARTL,: Receivables ternoser in days of firm |
lor penod t ITE:: Inventory twmover in days of firm 1 for period t, P10 Pavables tomover
i days of brm T for period t €, Conatant, and €. & and € The independent variahles
response coellicients.

The popers [£] [2] [3] [2] [6] (1G] 149 [20] [21] show that the firm ouns its working capital
10 elficient way if the sipn of the ARTIY rezponse eocfficient iz negative and statistically is
sipnilicant, e sign of the FTD response cocfficient is nepative and statstically is significant,

smd the sigm al the PTT respomss wocfficiont is positive and stacistizally iz signiticant.

5. The Resnolix

This part displays the deseriptive statstics and Lypotheses 12sling outeomes. B amploys the
ecomanetric methods which are v, Tor inslance, by suthors in the [6] [193 [20] [21]
Fresented bolow ere the findings of €108 paper.
&1 The Deacriptive Statistics

Talyle 2 shenws the smmmary stlisties of stock returns vanable [K] for the annueal and pooled
data of 10 industrial listed corporations on the PEX [rom J007-20 14, 83U firm-yeir, As wall,
the mean of the R iz found bebwzen -0,030 10 0.041, As 8 peners] conclusion, (he mean of

paled data iz 0.019. Furthermore, the Kolmugorov—Smimaes [KS] tost of normalily shuws

— A
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that the I variable follows the noamal disgibution beeanse o is grester thun 0.03 The
hypothesis of the KS test for normaliny states that: Hy: normal distribution, T1: noa-normal
distribution, Morsover, a variabbe follows the normal disoribuiion when o 15 mors than (L3
[22].

Table Z: Descriptive statistics ()

“umberal ] Wianirmm Hiinrum Sandd | Frrahitioy
ik Chearvatitms e Chasryrfion  Cheermion Devigion 'ﬁ_'{ ML [
W 1 [P (= -7 1.2% TR AR
HHE 10 ~LLFR R -0 T 1110 E'.jlil‘.!‘ T L85
TR 1t __ oMy 027 [ Y L 0. 745
PR I 011 (3| 0063 0,141 0537 R
T T opye 0I5 02w 11133 i 30 OEF
Z0s I ALl 08 165 S T i L
Ik T2 3000 k2 0461 0éE 0 oa4 T
FIIE —m . niME T hdg ~ -nuITR ARED] manT REFE
T loaled RNl 0 LT nill 913 0474

Table 3 shows the summary statistics of acconnt receivables tonover in days |ARTLY for
the anrual and pooled date of 10 indeatriad listed corporatians on the PEX from 20072014,
80 firm-vear. As well, the mesn of the ARTLY vanahle is found between 108.263 to 53098,
As o general concluzion, the mean of pooled dom iz 181.4% What's mare, the Kolmogomw-
Smirnov tesf of normality shows thar the ARTD vaciable follows the normal disiribation
becanse o is prester than 0,05,

Table 5: Drseriptive statistics (ARTL)

b ol Saximen Mmimur Somudaml 3 Probanility
5% Ohsrvalioms Faid (Ihmemvaoom Oihservation Tevimiom 1 3
LT R | 195 5250 BIL1T3 1274 T4 L (5
zing 1 Tadwst 4ERE  4B0M6E  Gidv 081) 1378
2l 1] 108 20s Afa 1] 1277 TR E4] {Lelil 0850
T | MR 1T 284 46 TR - I R .
L 10 HEME RIS 3038 BAOOOL LW 1 55)
I 10 T2ER B T Y 0 OTe7T
G RN 288,351 IE35E CIEET OF&t_ 02E%
=0l 10 iTERY? 25004 ARe 130 0#£12 M2 S
Puuled B 181220 ITELTIA T Ao 315348 1461 .0

Table 4 shows the summany statistics of inventory tornover in days [TTD] for the anmual and
povled data of 100 industrial listed corporlions on the PEX fom 2007-2014, B0 firm-year. Az
weil, the mean of the [LD varable @5 Tound belwean 125744 o 153164 A< a geperzl
concluzion, the mein of poalet datn 13 139691, Whot's more. the Kolmegorov Smirnoy bed
of nommality shows that the [TD vasiable follows the normal distribution because o s greater

dhizee 0005,
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Tumbee ol CMaimem Mieoun  Stadird ., Probubdily

Dhsirvalivis ___{"{_GE:'_ Lo Obzervsleon | Ohecreabon  Lenstce A iz
2007 10 14 (15K 25127 51611 56420 LR aTE

TEOoM W qERsd FTENEY] T I A,
2it ig 158 50 260155 3d.114 L Tedied p-x
LD I 144 480 FHLNET 4%, 1a2s BRIl 05ty o

5 TN RN v WSS EURE Y B T N o M -
LiLZ o 133054 L] 33031 T 152% L.
1 L I N 24T HBh Eh730 TR &M nsm
N W laEAE LT AT yEeE 0 BAL uTe

. Foobal a0 124471 L AILOET Anlds e 0¥ AT

Tahkle # shows the summary statistics of payvable mraover in days [FTLY for the annual and
pooled data of 10 indwstrie! Wsted corporatinns on the PEX from 2007-2014, B0 fiem-vear, As
well, e mean of the PTL vardable is fousded Detweea 55,500 (o 84400, As a general
conclusion, the mean of peoled data is 75.270. In addition, the Kolmeperov—smirmoy el of
mormality shows that the TTD variable follows the pormal distribution besavse o is greater
than (05,

Table & shows the summary stetistics of cash conversion evels in days [CCC] for the armual
und pocled data of 10 indnstrial listed corporutions on the PEX [rom 2007 2014, 80 firm-year.
Ay well, the mean of the COCC variable is found between 174233 o 558230, As & goncral
sonclusion, the mean of peoled data is 245670, Morcover, the Kolmogorov—Smirmoy test of
normality showes that the COC variakle follows the normal distibntiop hecanse @ is erealer
tham 0.5,

Tuhle 5: Deseriptive statistics (P11
T M af 7 t iimum inimwan e R Shahilicy
T Cousrvativns e Ogervasin  Cbservatom __ Devisiom " © 20 4

KT | Hddml AR e ERICK yTEd  BEN
R IV fr. 194 i35 gz 20 Al es 0 54s [BEEE
) 10 TEATE T _lEIvG asedk R 0245
AN 1 wlTen 13070 24547 43 HHR 0k .74
A I 7512 7 441 TYEE EEETT e niRe
T b e TSRS 19448 indTH  hEm Uy
K 10 GRLANG 193] pe g G - T v R I -
FITIE® 11k HiL AN R | (KN EER LT ] T
Poold 80 B ZOME] TS A6l 1k

[EH

‘lableg &: Descriptive statistics (CCC)
T Funl wl ey s Blminas Sradund  R-SE Frgbwnilins
Oboemaliome fbzzcyoption Cthservabion Crevigriom ] - 1 |

] R el BT T 7 || v v A . & a3d
TR Iz RNEE] FLTECET: 44 107 1410775 338 A915

X To 0 THIg . FhME 0 N0 TITER U (R |

i T 1o Fr i O, ] T Sdotd . LIRGER  hadh L
ann Lo ___iii.!!-.‘- et o H ] | 1237 Heal. 450 [RECE ___-i.'l ﬂ‘:‘l

P T R | IR e, L I 11 ot TR . N, .. IS | b . NS
0L W . 1Edes 00 Jadis | diedln . LXLETR ke d6F o
FIRE! Ll [EINES] AT TR 44 1%,7 [T+ 0 Lsd :
boodia R MEETY  ERIHER -1 J40LCE 2007, 000 |
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5.2 The Correlation Matrix

I'ahle 7 shows the resulis of Pesrson correlatiom test [or the amnoal and pocled time senes of
R, ARTD, ITD, PTD and CCC. The correlation test demonstwates e fiollowing, Dndiogs,
Firgtly, ters is 8 negative hut insignificant ralatinnshin hetween the stnek returns (1) and the
recaivable tumover 1 days (AR of the pooled dats; whereas the comelalion coeffictont is
0,103 and statistically ie insignificant ar 0.05. These outcoines indicate that (e receivablz
trnover in dava doesn't influenez the stock reaurns of the ndustrial listed corposaticns an the
PEX. Secondly, the correlation anelysis shows o negative but insignificant eclatiomship
berween the stock relurns and the invemtory turnover in days (TT10) of the indusizial listed
pompanies on the PEX; whercas the pooled dam comelation cosfMicienl 1 -00133 and
gtatistically is insipaificant at §.03.

Thirdky, thers i3 a positive but insignificant relationship between the stock remmes end the
pavable twmover in days of the industra] listed compamier on the PLE, What iz maore, the
pooled dats cormrelation coeticient i3 0,028 and statistically is insignificant at (.02, Al last but
not teaat, therg is a negative but insignificant relationship hetween the ateck returns imd the
cash conversion evele of the Industrial Tisted companies on e PEX. Besides, the ponled data
eorrelabion ceeflicisnt is -0 154 aod slatistcally s nsigoificant st 4.05, The previons resalts
mdicate that the industnial listed corporations on the PEX are inefficient in managmi the
working capdial,

Table 7: Pearson's comrelation matrix (R, ARTD. TTT), PID&CCC)

GRS BRSS! T RS = e —
Feralid H ] =
TS|
i P e : .
: FNET 716
s 1318 0141 |
: E T e * FEI
i age . vwis o owy ' eoan
e -LL33 i s [ L inany
o 1.235 1060 2,115 3 0400

T Gipaificnnt w (011 +* Sigrific a2 0013, tedl ~ g zaad 2 010

SEOTPE B EEER LAY S

5.3 The Findinps

Presenred below ere the outcomes of the hypotheses.
5.3.1 Findings of Aypothesis 1

Tabls 8 displays the summary stalistivs of the OLS, which iospecls the [irst Lypatinssis. The
fiest hypothesis comes to examite the impact of cosh comversion cyvele (working capital
napagemeant) on the stock returrs of e indwsteial listed sorporations on the PEX for § yvears
feom 20072014, The statistics of the pooled |ime series, on the st hand, lind 2 negative
impact of the cash conversion eycle (C0C) o4 the stock eeturns (R On the secoad hand, the
vahie of the B is 0L018 and the T value is 143, Also, the COC response coefficient [&,=

— 5406



THIL K ALT CF WORERDG CAPITAL EFFICIENCY ON ZTOCK ZETURNE

00054} {5 megalive bl statistically is sigailicant al 5% The previous outcomes indicate thal

the industrial listed corporations on tke PEX manape the working capital in incfficient weay.

Fahle B- The impect ofcash sonversion cyele (COC) on the stock retums (R} of the igdusrrial
listed corporations on the PEX for § vears from 2007-2014, B, = €, +€,CCC; {n}

R . P S e . "
Yau  Conssnc{y) Coefficient (S} T+ ahee R Autju=tod R
il 00054 ; d
e ] ; .
o {1067 i-1.1%7) bt Bae L1

T *** Sipmificont ot (L. ** Sigrificant xt 0.05. end * Sipnificme o 0,10,

5.3.2 Findings of Hypothesiz Number 2

Table 9 dizplaye the summaery stalistics of the OLS thal inupecds the second hypothosis.
Hence, the second hypothesis comes to cxamine the impact of cash conversion wwle
components (ARTO, 1Ty, and PTTY on the stock remrns (B)Y of the indusinal lsed
corpurations on the PEX for 8 vears from 2007-2014, The statistics of the pooled fme semes
imdiznte (hat there ia no impact of cash conversion cvale componens oa the stock retums of
the industrial listed corporatsonz on the PEX, Therofore, the valuc of the R squared is 0,042
ard the T-value iz 1104, In addiion, the ARTD response cocfficient |C—-0.00013] is
meealiva but statisrically is inzignificent et 5%4, Also, the ITD response cogfficient [#,~0.00] &=
Zera hut statistically is imsigmificant s 5%, Tn addition, the PTD respomse coefeieod
[E=.000] 13 momo bt stabisteally 15 msignificant at 5%. The previows outcomes prave thar the

indnstrial listed corporabons on the PEX manage tha working capital m melhicient way.

T'able % The tmpact of cash conversion cyels componens (ARTT, TTTY, and PTD on the
sicck returns (B of the industrial Hsted corporations on the PEX for 8 vears from 2007-2014.
By~ €, + € ARTD, + £ITDy, + €FID, (o)

Constant  Coefficicat Cociliclenl  Coemicieny ¥ Adjuzhed
y w 2 3
eur i_'tg'l (€} P €, F-Yalus [ s e
- L] -l I0CHEE (LHE]
-\. ] [ i
Fodded  crasti peemd i-1.453] (1.16%) B i "':"']t“f___ i}

iy e E-isn'rﬁl:a'nut DI, = EEEni‘h'ml: ak .35, and * Significans at .10,

0. Conclusion

This paper nims a1 exiniindg the impact of e working copilal managedent on the atock
prices of the lsted imdustdal corporations on the Palestme Exchanee; PTX. Hence, this stedy
i ledes o sasaple froo the Guaciad deta of te induestoial lsted corpocativns vae Qe FEX (v
20072014 =0 m 10 sceomplish the previous objcctive. Tt ulse employs & number of statiscical
tests  (descriptive statistics, Pearsci's coreelation. and the linesr regrossion iesis).
Conscquently, ten induestrial lisled Palestinian corporations are selecled seoas W examine the

siudy hvpotheses [BG fimm-vears], Anyvway. the study Gndinps siele e following outcomes:-

2047



LHARTT W AT WARSH FATE &N “MOHAWAT AT TATATHMA

Firscly: The industnial fisted corporations on the PEX are ineff cient in managing the working
capital bocawse the average CUC in days is high and positive, Seeondly: Thers 15 8 nepative
Tt insignificent mopact of the cash comversion oyele (GOCY on the stock retuius of dee
industrial fsted corpormiions on the PEX. This outcoms refers to the ineQicioncy o managing
1he working capital. "Thirdly: There is no Impact of cash converaion evcle components (AR TEL
ITD, and PTTY) an the siock returns of the imdustinl listed corporations on the FEX. Heonee.
this resalt proves that the listed industnal corporatioms on the PEX are inetficient m managing
the working capital, Finally et importanily, this valuable susdv comca with complote
evidensy that beads to highly recommends the ndasteial listed sorpovations on the FRX
itlensify their effors toward dealivg will G cumponeots o wdweciug (he wvking capital
managerent ellciently, TL aluw recommeands the Palestine Exchange to work on lewisluing
laws thar offer lawinl enforcement arpees ubliging the liswsd corporations oa the Palosting
Exchenge lo adopl eflicient policy 20 as to organize and improve the working copital
mansgerienl sleatogy, And now, lust bat not lesst it recommends the invesioss 0 avoil

surnplelely relying on the working copitel indizegora in predicting the stock pricws,
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