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BIBHEC-AHAAI3 IHBECTULIMHOI AISABHOCTI TA ONITUMI3ALIA
I'POIIOBUX ITOTOKIB Y MIDKHAPOAHOMY MEHEAKMEHTI

The article deals with the improvement of tools for analyzing cash flows from investments made by
a company, which is topical due to the required productivity and competitiveness of business. The
research puts general description and provides improved steps for analyzing cash flows generated
through investing activities. Under current conditions of heavily restricted financial markets, Ukrainian
companies suffer from the huge money deficit and no access to the financial resources. Foreign
investors do not will to finance local projects through the invasion of the Russian Federation. Thus,
the primary objective pursued by the top management of any company is to maintain the relative
stability of the cash flow and provide operations based on investment and paying the debts.

There is a topical task of improving the conceptual framework for analyzing cash flows from
investing activities, which will allow enhancing the company’'s competitiveness. There are several
reasons for analyzing company’s cash flows: results gained through the cash flows analysis are used
for assessment of investment projects; company’'s competitiveness is achieved through reallocating
cash to investment and financial activities as well as operations; the investment strategy of a company
is developed and changed on the basis of the cash flow analysis; the effective cash flow regulation
provides the company with speeding-up turnover of the working capital and release of additional
financial resources for further investing activity. By analyzing cash flows from investing activities of
a company, one should take into account the full set of indicators of variable industries highly
impacting the company and its life cycle.
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Thus, the conducted research systemized tools for analyzing cash flows from investing activities,
investigates them and developed improved stages included in the analysis procedure. It can be
employed for assessing the efficiency of managing the cash flows from investing activities.

CrarTio npuCBSIY€HO BAOCKOHAJ/IEHHIO iHCTPYMEHTAapIlo aHasni3y rpoLloBuUX NOTOKIB Big MixxHapos-
HUX iHBeCTULIN, 3QiliCHeHNX KOMINaHielo, y 3B's13Ky 3 He0OXigHO NPOAYKTUBHICTIO Ta KOHKYPEHTOC-
NPOMOJXKHICTIO Bi3Hecy. Y AocnimxeHHi AaaeTbCcs 3arasibHUii ONNUC i NPONoOHYIOTbLCSI BAOCKOHAaJIeHi Kpo-
KU Ans aHasi3y rpowoBuUX noTokKiB, O reHepyrlTbCsl B pe3y/braTi IHBeCTULINHOI AisiIbHOCTI. Y
HUHILLUHIX yMOBaXx XOPCTKO 06MexxeHux piHaHCcoBUX PUHKIB yKpaiHCbKi kKOMNaHii noTepnaloTs Big Be-
Jim4e3Horo gediunty rpoLueii i BigCyTHOCTI AOCTyny A0 piHaHCOBuUx pecypcis. IHoO3eMHi iHBecTOpU
He 6axaroTb piHaHCyBaTN MicLeBi NPOEKTN Yepe3 BTOPrHeHHs P®. Takum ynHom, nepLioyeproBum
3aBAaHHAM, siKe nepecnigye Ton-MmeHeaXMEHT OyAb-s1Koi KOMNaHii, € NigTpuMaHHs BigHOCHOI cTab-
iIbHOCTIi rpoLWOBOro NOToKy i 3abe3ne4yeHHs onepawii, 3aCHOBaHUX Ha iHBeCTULisx i noralueHHi
6opris.

AKTyasibHUM € 3aBAaHHS yAOCKOHa/IeHHS] KOHLUernTyasibHUX 3acaf aHani3y rpoLoBUX NOTOKIB Bif
IHBECTULIAHOI QisiZIbHOCTI, LL{O AO3BOJINTb NMiABULLNTN KOHKYPEHTOCIPOMOXXHICTb nigrnpuemMmcTBa. IcCHye
Kinibka npuYvH 4151 aHani3y rpowoBUX NOTOKIB KOMMaHii: pe3ynbTaTtu, aki oTpuMaHi Big 6i3Hec-aHan-
i3y rpoLOBUX MOTOKIB, BUKOPUCTOBYIOTbCS A4J151 OLiHKU iHBECTULiHUX NpoeKTiB; KOHKypeHTOCnpo-
MOJXXHICTb KOMMNAaHIi OCAraeTbCs 3a paxyHOK nepepo3rodisy rpoLoBUX KOLLTIB Ha iHBECTULiINHY Ta
¢piHaHCcOBY gianbHIiCTb; PO3PO6NAKETHCS | 3MIHIOETbCS iIHBECTULiiHA cTpaTeris KOMNaHii Ha OCHOBI
aHaniay rpowoBux NnoTokiB; epekTUBHe peryioBaHHs pyXy rpoLLUOBUX KOLITIB 3abe3neyye nignpue-
MCTBY NPUCKOPEHHSs1 06iry o60poOTHNX KOLUTIB i BUBiJIbHEHHS1 BO[4aTKOBUX piHaHCOBux pecypciB ans
nogasnbLUOi iHBEeCTULINHOIT BisiZIbHOCTIi. AHani3yo4Yn rpoLIoBi NOTOKMU Bifa iHBECTULIAHOT fist/IbHOCTI
KoMnaHii, cnig BpaxoByBaTn NoBHUI Habip NOKa3HMNKIB 3MIHHUX rasiy3eii, Lo MaloTb BEJINKUI BIJINB
Ha KOMIMaHIIo Ta i XXUTTEBUIA LINKJI.

Takum YNHOM, B AOCNIAXXEHHI CACTeMaTN30BaHOo iHCTPYMEeHTapi aHasi3y rpoLuoBUX roTOKIB Bif
iHBeCcTULiNHOI BissNbHOCTI, AOCIAXEHO iX Ta po3po6siIeHO BAOCKOHaJIeHi eTanu, Lo BXOAATb A0 Npo-
uenypm 6i3Hec-aHanisy.

Key words: scash flow, international management, business analysis, investment activities of enterprises.
KntouoBi cnoBa: epowoBuli nomik, MixcHAPOOHUU meHedxmenm, 6i3Hec-aHanis, iHBecmuyitina disabHicms
nionpuemmcG,

TARGET SETTING

1) results gained through the cash flows analysis are

Under current conditions of heavily restricted financial
markets, Ukrainian companies suffer from the huge money
deficit and no access to the financial resources. Foreign
investors do not will to finance local projects through the
invasion of the Russian Federation. Thus, the primary
objective pursued by the top management of any company
is to maintain the relative stability of the cash flow and
provide operations based on investment and paying the
debts.

There is a topical task of improving the conceptual
framework for analyzing cash flows from investing
activities, which will allow enhancing the company's
competitiveness. There are several reasons for analyzing
company's cash flows:

used for assessment of investment projects;

2) company's competitiveness is achieved through
reallocating cash to investment and financial activities as
well as operations;

3) the investment strategy of a company is developed
and changed on the basis of the cash flow analysis;

4) the effective cash flow regulation provides the
company with speeding-up turnover of the working capital
and release of additional financial resources for further
investing activity.

BRIEF LITERATURE REVIEW
The tools of the cash flow analysis are investigated by
many foreign and Ukrainian economists. Among them are




N \§

RAG \S\\ SINENRIFANFIA RA

investment projects

* The ratio of actual cash flows to budgeted, which were generatrd through implemented ‘

* The structural analysis of investment cash flows ‘

* The investigation of relationship and sensitivity of investing activities of a coma

* The analysis of finansial ratios indicating the efficiency of cash flows from investments ‘

* The analysis of cash flows from investing activities ‘

Figure 1. Basic Steps for the Analysis of Cash Flows from Investing Activities

J.C.VanHorne, V. Dickinson, Ye. Brihkhem, E. Nikkhbakht,
T. Rays, V. V. Bocharoyv, L. N. Pavlova, H. V. Savyts'ka,
I. A. Blank, F. F. Butynets, H. H. Kireytsev, O. Lihnenko,
A. M. Podder'ohin, O. O. Tereshchenko, R. B. and other.

Most scientists argue that the cash flow analysis
should include the following stages:

1. Analysis of the cash inflow (a pattern of cash
inflows, changes in cash inflows, the ratio of the growth
of cash inflow to the growth of output and sales);

2. Analysis of the cash outflow (a pattern of cash
outflow, changes in cash outflow);

3. Analysis of the net cash flow (the balance between
inflows and outflows, the quality of the net cash flow and
the level of sufficiency of cash inflows);

4. Analysis of cash flows generated by different
activities (historical analysis of the balance sheet with
revealing cash flows from operations, investments and
financial activity and defining the direct and indirect
factors of cash flows changes);

5. Analysis of the gap between the net cash flow and
net profit (assessment of available cash and the gap
between the net cash flow and net profit);

6. Analysis of cash inflows sufficiency and cash
outflows efficiency.

The Ukrainian economic contributions either do not
entirely provide tools for the analysis of cash flows
generated through investing activities or have a substantial
imperfection, as well as foreign research works do,
following the main focus on the total amount of cash flows
and sometimes on operations cash flows. Thus, tools for
the analysis of cash flows from investing activities require
improvements towards expanding theoretical concepts
and practices.

THE PURPOSE

The article aims at considering and improving tools
for the analysis of cash flows from investing activities.
During the research, we employed such general scientific
methods as analysis, synthesis, logic chains and dialectic.

RESULTS

The overviewed scientific works allowed clarifying and
generalizing the common tools for the analysis of cash
flows generated from investing activities based on
financial reports. Main tools being considered more often
than others are:

1. Horizontal analysis provides trends in cash flow in
terms of the sources of its generation over a period and
its growth rate.

2. Vertical analysis shows the pattern of cash inflows
and outflows.

3. Benchmarking implies comparing the main
indicators of a company with those of competitors within
the industry and other close industries.

4. Ratio analysis provides a range of relative indica-
tors showing competitiveness, liquidity etc.

We consider the primary goal of the analysis is the
detection of:

1. Reserves for increasing company's efficiency;

2. Facts of managerial failures;

3. Better ways of financial resources allocation and
negative factors impacting company's productivity and
competitiveness.

For efficient analysis of cash flows generated from
investing activities, we should outline the main principles
of it. Among them are objectivity and correctness of the
data, consistency and integrity of calculations as well as
readable and scientific-based results.

By taking into account available tools for analysis of
cash flows from investing activities [1] and current
political, economic and financial conditions in Ukraine,
we consider it necessary to introduce the following
stages of the analysis of cash flows from investments
(Figure 1).

The first stage of the analysis of cash flows from
investing activities of a company provides comparison
of the actual cash flow and planned one generated from
either a single investment project or the investment
portfolio.

So, the first stage of the analysis of cash flows is
proposed to compare suggested and actual increase in the
cash flow during the period. The analysis of investment
cash flows involves the use of such absolute indicators of
investment cash flows as:

1. Cash inflows and outflows;

2. Net cash flow from investing activities;

3. Cash outflows for uncompleted investment projects
being conducted at the moment;

4. Budgeted cash flows including net cash flow from
completed investment projects;

5. Amount of cash reserved on bank accounts and
company's cash department [2].
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Figure 2. A Pattern of Cash Flows through Life Cycle of Company (6)

The second stage of the analysis of the cash flows
from investing activities involves determining the
structure and dynamics of changes in investments cash
flows as well as comparing these indicators. In the
analysis, it is important to consider that the structure
of the cash flow varies according to the stage of the
life cycle of a company (Figure 2), as the misinter-
pretation of results gained through the cash flow
analysis can negatively impact the further deve-
lopment of the company. Such scientists as Dickinson
and Brikhem [3] identify the following stages of the
company's life cycle and consistent to them cash
flows:

Stage 1 — Startup. This period is characterized by
the cash inflow from financing activities and cash outflow
from investing and operating activities.

Stage 2 — Rapid Growth. This period faces high rates
of profit growth and company's own investments into
R&D.

Stage 3 — Maturity. This period is characterized by
growing sales and revenues. Total cash inflows slow down
despite growing cash flows from investing and operating
activities.

Stage 4 — Stability. A company maintains profitability
at an optimal level. Cash flows from all activities remain
unchanged.

Stage 5 — Decline. Profitability and financial stability
of a company are falling down. Cash flows from all
activities are slowing down [4].

Dependently on the owners' and managers' decision,
the last stage of the company's life cycle may bring either
rebirth through reengineered business processes and
involved investments in innovations or death through
liquidation or acquisition.

Investing activities following the company's life
cycle is expected to reduce cost of capital and improve
financial flexibility. According to the contributions
made by Ivashkovs'ka I. V., financial flexibility of a
company is a growing financial stability through
diversified capital involved from different groups of
investors [5].

Analyzing cash flows generated from investing
activities requires conditions of external environment to
be taken into account and results to be matched to the
macroeconomic indicators.

The third stage of analysis of cash flow generated
from investing activities implies establishing relationship
between investment amounts and current assets for
evaluating the elasticity of investing activity of a
company.

The importance of investigating the relationship
between investing activities and variable cash flows can




explained by the fact that investments are vital for business
development and competitiveness in the marketplace
though cash is a highly restricted resource underlying
investment activity [6].

Cash flows generated from operations are very often
invested. Thus, it is advisable to match investments to the
net operational cash flows. In the case of net operational
cash flow exceeding investment amounts, then an investing
policy of a company should be considered efficient with
growing financial investments.

The fourth stage of the analysis of cash flows from
investing activities covers changes in assets of acompany
resulted from investing activities. The analysis of
investments' impact on cash flows allows managers to
observe cash through accounts, assess liquidity of
activities and conclude whether available cash fits
investment goals of a company [6].

At the fifth stage of the analysis, financial ratios
showing the efficiency of investing activities are
calculated. As a rule, scientists distinguish the
following financial ratios for investing activities to be
analyzed:

1. Ratio of cash flows from investing activities to net
cash flow shows cash flow from investing activities per
monetary unit (USD, EUR, UAH etc.) of net cash flow.

2. Coefficient of cash inflows from investing activities
shows amounts of cash inflow per monetary unit of cash
flows.

3. Ratio of long-term liabilities to net cash flow shows
the extent to which short-term and long-term liabilities
cover cash outflows from investing activities of a
company.

4. Coefficient of cash outflows from investing
activities shows cash outflow from investing activities per
monetary unit of cash flows.

5. Ratio of cash inflows from investing activities to
liabilities shows the amount of investments needed for
purchasing a monetary unit of non-current assets.

6. Ratio of cash inflows from investing activities to
non-current assets shows the amount of investments
needed for purchasing a monetary unit of non-current
assets.

1. Coefficient of liquidity of cash flow from investing
activities shows cash inflow to cash outflow ratio.

8. Efficiency of cash flows from investing activities
shows general net cash flow to cash outflow from investing
activities.

9. Ratio of long-term liabilities to cash outflow from
investing activities shows the amount of cash outflow from
investing activities that can be compensated by long-term
liabilities.

10. Ratio of short-term liabilities to cash outflows from
investing activities shows the amount of short-term
liabilities used for making investments as cash outflow
from investing activities.

11. Coefficient of cash inflows from investing
activities shows the share of cash inflows from investing
activities in total cash inflow of a company.

The offered approach to the analysis of cash flows
from investing activities is expected to match to com-
panies (their legal status, industry) and macroeconomic
conditions individually [5].

CONCLUSION AND RESEARCH
PERSPECTIVES

By analyzing cash flows from investing activities of a
company, one should take into account the full set of
indicators of variable industries highly impacting the
company and its life cycle.

Thus, the conducted research systemized tools for
analyzing cash flows from investing activities, investigates
them and developed improved stages included in the analysis
procedure. It can be employed for assessing the efficiency
of managing the cash flows from investing activities.
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