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Abstract

This study examines the effect of Working Capital Management on the profitability of Wealth
Tree Group. Working capital management plays a significant role in maintaining the liquidity,
operational efficiency, and financial stability of an organization. Efficient management of
current assets and current liabilities directly influences the profitability and overall performance
of a firm. The study aims to analyze how the management of cash, inventory, receivables, and
payables impacts the profitability position of the company. The research is based on secondary
data collected from the annual reports, financial statements, company records, journals, and
websites related to the organization for a selected period of study. Financial tools such as ratio
analysis, trend analysis, and comparative analysis are used to evaluate the working capital
position and profitability performance of the company. Ratios including Current Ratio, Quick
Ratio, Inventory Turnover Ratio, Debtors Turnover Ratio, Working Capital Turnover Ratio,
and Net Profit Ratio are analyzed to understand the relationship between working capital
efficiency and profitability. The findings of the study reveal that effective working capital
management contributes positively to the profitability and operational performance of the
company. Proper utilization of short-term resources helps the organization maintain adequate
liquidity while maximizing returns. The study concludes that maintaining an optimal balance
between current assets and current liabilities is essential for improving financial performance
and achieving long-term business sustainability.
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I. INTRODUCTION

Working Capital Management is one of the
most important aspects of financial
management in every business organization.
It refers to the management of current assets
and current liabilities to ensure smooth day-
to-day business operations.  Efficient
working capital management helps a
company maintain sufficient liquidity, meet
short-term obligations, improve operational
efficiency, and enhance profitability. The
success and growth of an organization
largely depend on how effectively it manages
its working capital components such as cash,
inventory, debtors, and creditors.

In the modern business environment, firms
face increasing competition and financial
challenges, making effective working capital
management essential for survival and
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sustainability. A company with inadequate
working capital may face liquidity problems,
while excessive working capital may result in
inefficient  utilization = of  resources.
Therefore, maintaining an optimal balance
between liquidity and profitability is crucial
for achieving organizational objectives.

This study focuses on analyzing the effect of
Working Capital Management on the
profitability of Wealth Tree Group. The
study aims to evaluate how efficiently the
company manages its short-term assets and
liabilities and how this management
influences the firm’s profitability. The
research  considers  various  financial
indicators such as Current Ratio, Quick
Ratio, Inventory Turnover Ratio, Debtors
Turnover Ratio, and Net Profit Ratio to
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assess the company’s
performance.

The study is based on secondary data
collected from annual reports, financial
statements, journals, websites, and other
relevant sources. Ratio analysis, trend
analysis, and comparative analysis are used
as analytical tools for evaluating the financial
performance of the company. The findings of
the study help in understanding the
relationship between working capital
efficiency and profitability and provide
valuable suggestions for improving financial
management practices.

Effective working capital management not
only improves profitability but also
strengthens the financial position and
operational stability of the organization.
Hence, this study highlights the importance
of proper working capital practices in
achieving long-term growth and
sustainability of the firm.

working capital

Research Objective:

» To study the concept and importance of
Working Capital Management in an
organization.

» To analyze the working capital position
of Wealth Tree Group.

» To evaluate the relationship between
working capital management and
profitability of the firm.

» To examine the efficiency of
management of current assets and
current liabilities.

» To analyze various financial ratios
related to working capital and
profitability.

» To study the liquidity position and
operational efficiency of the company.

» To identify the impact of cash
management, inventory management,
and receivables management on
profitability.

» To suggest suitable measures for
improving the working capital
performance of the company.

Research Methodology:

»  Study based on secondary data

» Data collected from annual reports and
financial statements
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» Information gathered from journals,
books, websites, and company records

»  Study conducted for a selected financial
period

» Focus on working capital management
and profitability analysis

» Use of ratio analysis for financial
evaluation

» Application of trend analysis and
comparative analysis

» Analysis of liquidity and profitability
ratios

» Data presented through tables, charts,
and graphs

» Interpretation of financial performance
and operational efficiency

» Evaluation of the impact of working
capital management on profitability

II. Review Of Literature

Working Capital Management has become
an important area of financial management
because it directly affects the liquidity,
profitability, and overall performance of an

organization. Many researchers have
conducted studies to understand the
relationship  between working capital

management and firm profitability. Efficient
management of current assets and current
liabilities helps firms maintain smooth
business operations and improve financial
performance.

According to Smith,
capital management  improves  the
operational efficiency of firms by
maintaining a proper balance between
liquidity and profitability. The study
emphasized that inadequate working capital
may lead to financial difficulties, whereas
excessive working capital may reduce
profitability due to idle resources.

effective working

Deloof studied the relationship between
working capital management and corporate
profitability and found that efficient
management of receivables, inventories, and
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payables significantly improves business
profitability. The research highlighted that
reducing the cash conversion cycle can
increase the profitability of firms.

Another study conducted by Shin and Soenen
examined the effect of the cash conversion
cycle on profitability. The study concluded
that there is a strong negative relationship
between the length of the cash conversion
cycle and firm profitability, indicating that
firms with shorter cash conversion cycles
perform better financially.

Raheman and Nasr analyzed the impact of
working capital management on the
profitability of firms and observed that
current ratio, inventory turnover ratio, and
debtors turnover ratio play a major role in
improving organizational performance. The
study suggested that firms should maintain
an optimal level of working capital to
achieve better profitability.

Research by Padachi revealed that improper
management of working capital negatively
affects the financial health of organizations.
The study emphasized the importance of
maintaining  efficient  inventory  and
receivables management practices for
enhancing profitability and operational
efficiency.

The review of literature indicates that
efficient working capital management has a
significant influence on the profitability and
sustainability of firms. Previous studies
clearly show that maintaining an appropriate
balance between liquidity and profitability is
essential for the long-term success of an
organization. Therefore, the present study
focuses on examining the effect of working
capital management on the profitability of
Wealth Tree Group.

III.  Data Analysis & Interpretation
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Fig 1. Age-wise Distribution of Investors
Interpretation

The majority of investors belong to the age
group of 26-35 years, indicating that young
and middle-aged individuals are more
interested in investment activities. Investors
above 46 years show comparatively lower
participation in risky investment avenues.

Number of Investors

Male rernale
Gender

Fig 2. Gender-wise Distribution of
Investors

Interpretation

Male investors constitute a larger share of
respondents compared to female investors.
This indicates higher participation of male
investors in investment decision-making.
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Fig 3. Annual Income of Investors

559


http://www.ajaccm.com/

AMERICAN JOURNAL OF Al CYBER COMPUTING MANAGEMENT
Peer Reviewed, Referred & Indexed Journal

E-ISSN:3069-0102
VOL.5, NO. 4(2025)
Interpretation

Most investors belong to the annual income
group of 2-5 lakhs. Higher income
investors prefer diversified investment
portfolios and show greater risk-taking
ability.
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Fig 4. Educational Qualification of
Investors

Interpretation

Graduates and postgraduates form the
majority of investors. Higher educational
qualification increases awareness regarding
investment opportunities and financial
planning.
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Fig 5. Risk Preference of Investors
Interpretation

Most  investors prefer —moderate-risk
investment options, indicating a balanced
approach between safety and returns. Only a
small percentage of investors are willing to
take high risks.
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Fig 6. Preferred Investment Avenues
Interpretation

Fixed Deposits are the most preferred
investment avenue among investors due to
safety and stable returns. Mutual funds are
also gaining popularity among young
investors seeking better returns.

IV.  Findings

» The majority of investors belong to the
age group of 26-35 years, showing
higher interest in investment activities
among young and middle-aged
individuals.

» Investors above 46 years participate less
in risky investment options and prefer
safer investment avenues.

» Male investors constitute a larger
proportion of respondents compared to
female investors.

» Most investors fall under the annual
income category of 325 lakhs.

» Higher income investors tend to prefer
diversified investment portfolios with
better return opportunities.

» Graduates and postgraduates form the
major share of investors, indicating that
education  influences investment
awareness and financial planning.

» Most respondents prefer moderate-risk
investment  options, reflecting a
balanced approach toward risk and
return.

» -Only a small percentage of investors
are willing to choose high-risk
investment avenues.
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» Fixed Deposits are the most preferred
investment avenue due to safety and
stable returns.

» Mutual  Funds are  becoming
increasingly popular among younger
investors because of their higher return
potential.

» Investor preferences are influenced by
factors such as age, income level,
education, and risk-bearing capacity.

V. Conclusion

The study reveals that investment decisions
are significantly influenced by demographic
and financial factors such as age, gender,
income, education, and risk preference. The
majority of investors belong to the age group
of 26-35 years, indicating that young and
middle-aged individuals are more interested
in investment activities and financial
planning. Male investors were found to
participate more actively in investment
decision-making compared to female
investors. The study also shows that most
investors fall under the annual income group
of 325 lakhs and prefer investment options
that provide safety along with stable returns.
The analysis further indicates that
educational qualification plays an important
role in creating awareness about investment
opportunities and financial management.
Most  investors prefer  moderate-risk
investment avenues, reflecting a balanced
approach between risk and return. Fixed
Deposits continue to remain the most
preferred investment option due to their
security and reliability, while Mutual Funds
are gradually gaining popularity among
younger investors seeking higher returns.
Overall, the study concludes that investor
behavior is largely determined by financial
awareness, income level, and risk-bearing
capacity, and there is a growing need for
investor education to promote Dbetter
investment decisions and financial growth.

VI.  Future Scope

The future scope of studying the effect of
working capital management on firm
profitability at Wealth Tree Group,
Hyderabad is significant because efficient
management of  short-term  financial
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resources can directly influence the firm's
liquidity, operational efficiency, and
profitability. Future studies can analyse
working capital trends over a longer period
to understand how changes in cash,
receivables, payables, and other current
assets and liabilities affect the firm's
financial performance.

Further research can examine the
relationship between the cash conversion
cycle and profitability using financial
indicators such as return on assets, return on
equity, operating profit margin, and net profit
margin. Advanced statistical techniques can
be applied to identify which components of
working capital have the strongest influence
on profitability. This can help management
develop more effective policies for
maintaining an appropriate balance between
liquidity and profitability.

There is also scope for comparing the
working capital practices of Wealth Tree
Group with other companies operating in the
same industry in Hyderabad and across India.
Such comparative studies can identify
differences in credit policies, cash
management, receivables collection,
payment  practices, and  short-term
investment decisions. Industry-level
benchmarking can help the firm identify
areas where its working capital practices can
be improved.

Future research can also investigate the
impact of digitalization and financial
technology on working capital management.
Digital accounting systems, automated
invoicing, real-time cash-flow monitoring,
predictive  analytics, and  artificial
intelligence can improve the accuracy and
efficiency of working capital decisions.
Studying the adoption of these technologies
can provide useful insights into reducing
operating costs and improving cash-flow
management.

Finally, future studies can consider the
influence of external factors such as
inflation, interest rates, economic conditions,
customer demand, and changes in financial
regulations on working capital requirements
and profitability. Predictive financial models
can be developed to forecast future working
capital needs and potential liquidity risks. By
combining efficient working capital policies,
technology-driven financial management,
accurate forecasting, and effective risk
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management, Wealth Tree Group can
strengthen  profitability —and  support
sustainable long-term growth.
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