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Identification of Factors Associated with Firm Value in the Mexican Stock

Market

José Carlos Rivera Ramirez”, Hugo Brisefio Ramirez and Alejandro Rodriguez Magafia

Alvaro Del Portillo 49, 45010, Cd. Granja, Zapopan, Jal., México

Abstract: This research aims to explore the factors associated with the firm’s value in Mexico. A database is built
with companies listed on the Mexican stock exchange during the period 2015 to 2019 to avoid the data from being
influenced by the effect of COVID-19. Financial companies were excluded. Both cross-sectional and panel regres-
sion models were carried out in which the dependent variable is the firm value and the explanatory variables are
some financial ratios. Total assets, asset turnover, net income, return on assets, and working capital ratio were signif-
icant positive in different models. On the other hand, the variables receivables days and cash conversion cycle were
significant negative. It is concluded that adequate management of working capital has a relevant impact on the firm
value. It is observed that an increase of one percent in receivable days decreases the firm value by up to 0.49 percent;
and that a one percent increase in the cash conversion cycle decreases the company value by up to 0.63. It is con-
cluded that both variables are value drivers of the value of the companies.

Keywords: Firm value, working capital, receivable days, cash conversion cycle, Mexican stock exchange.

INTRODUCTION

One of the main goals in corporate finance is to maxim-
ize the value of the company for shareholders. However, to
properly carry out a valuation it is necessary to analyze the
company’s fundamentals, the industry and its competitive
environment, and the economy in general, for which differ-
ent internal and external factors intervene. For this reason, it
is important to know what these factors are, and how they
are associated with the value of the company. Thorough
knowledge of the main factors related to firm value, compa-
nies can make decisions to focus their efforts on their strate-
gies for value creation.

These efforts should be a priority for companies, espe-
cially considering their future growth plans (Putra et al.,
2021), because investor perceptions of the future value crea-
tion will influence the value of companies' shares on the
stock market.

The value of companies, however, can be measured di-
rectly through their market value, or by using ratios or meas-
urements that compare the market share price with its book
value, which can help investors or analysts make investment
decisions (Sudiyatno et al., 2020).

Although investment decisions depend on multiple fac-
tors and considerations that must be analyzed, the main
source of information to carry out a detailed analysis of the
financial situation of a company is its financial statements
(Rajabi & Ebrahimi, 2020), for which in this work, financial
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ratios are used to try to explain the value of companies. Fur-
thermore, the factors over which the company's management
has control or greater influence are internal or endogenous
(Gharaibeh & Qader, 2017).

The objective of this research is to explore the factors
associated with the value of publicly-traded companies in the
Mexican stock market. In the first part, a literature review is
carried out to discover the factors that have been significant
for the value of companies in different markets. Then, the
construction of the database, the chosen variables, and the
development and interpretation of different econometric
models are explained. Finally, some conclusions are offered.

STUDIES ON FIRM VALUE IN THE WORLD IN RE-
CENT YEARS

This section explores the main findings in scientific jour-
nals related to firm value. To develop a systematic literature
review, a search is performed in the Scopus database with
the syntax shown in Table 1. Mainly the term "firm value"
and its equivalents "company value" and “enterprise value”
were searched, as well as the words "factors" or "determi-
nants”. The search is limited from the year 2018 to 2023.

With the previous strategy, 42 articles published in jour-
nals were found. Three papers were excluded because their
dependent variable was not related to the market firm value,
and three papers were excluded because the document could
not be accessed. Table 2 shows a list of the different authors,
as well as dependent variable, methodologies, and main find-
ings (significant variables of the value of the company, both
positive and negative).

1923-7529 (Print)
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Table 1. Search Syntax.

Ramirez r et al.

Database Syntax Results
TITLE (("firm value" OR "company value*" OR "enterprise value") AND ("determinants” OR "factors" OR "drivers"))
Scopus AND (LIMIT-TO (SRCTYPE, "j")) AND (LIMIT-TO (DOCTYPE, "ar")) AND (LIMIT-TO (LANGUAGE , "English")) 4
P AND (LIMIT-TO (PUBYEAR, 2023) OR LIMIT-TO (PUBYEAR, 2022) OR LIMIT-TO (PUBYEAR, 2021) OR LIM-
IT-TO (PUBYEAR, 2020) OR LIMIT-TO (PUBYEAR, 2019) OR LIMIT-TO (PUBYEAR, 2018))

Source: authors with information from Scopus database.

Table 2. Factors that impact Firm Value.

Researchers

Dependent Variable

Method

Positive Relationship

Negative Relationship

(Susbiyani, A. et

Data of the independent board of commis-
sioners, profitability, ISR disclosure and

Independent board of commission-

Zaimovic, 2021)

data of Bosnia and Herzegovina.

Firm Value
al, 2023) firm’s value of 24 companies. The research ers.
model used path analysis.
(Sadiq et al Panel regression with data of 56 listed com- Board size, agency cost, price to
2()[123) Y Tobin's Q panies in Amman stock exchange coveringa | book value ratio and market capital- Debt.
time of 2012 to 2016. ization.
(Panda et al, Firm Value Linear, non-linear, and non-parametric panel Effective tax rates, inflation rates,
2023) regression models. capital structure and profitability.
Three-panel data regression models with
(Abbas et al., Tobin's Q data of manufacturing firms on the Indone- Leverage
2023) sia Stock Exchange (IDX) between 2014 ge.
and 2018.
(Al-Issa et al., Tobin's Q Unbalanced panel data of 386 firms from the iigrzzgiiifsﬁen;gﬁ;:f :;d:ze’
2022) S&P 500 index. Y. gag
ment.
Fama & French portfolio formation method
(Falzon & . and a panel regression with publicly listed
Tobin's ESG score.
Micallef, 2022) Q firms on the S&P Mid Cap 400, S&P 500,
and the S&P Small Cap 600 Index.
. Fixed-effect model (FEM) and robust stand- - Lo
Febrianto et al., . . . . Credit risk and liquidi
( Tobin's Q ard error with data of listed commercial Interest rate, ROA, and ROE. . quidity
2022) . . risk.
banks in Indonesia.
Literature revi f ntitati r- Integr reportin ion an
(Velte, 2022) Firm Value iterature _ewewo 8§ qua tlt_atlve pee tt_eg ated reporti g_adoptlg and
reviewed archival studies. integrated reporting quality.
. Review of the literature on the event stud . o . .
(Nicolau & Firm Value methodoloav anplied to tourism and hos ?/ Pro-social activities outside of their
Sharma, 2022) oy app tality P profit-centered area of operations.
(Poretti & Heo, . Data for 194 listed tourism firms from 2012 - .
Tobin's . Profitability and productivity.
2022) Q to 2019, using an event study methodology. y P y
(Khan et al., . Multiple regression with data from listed .
Firm Value Green disclosure.
2021) banks in Bangladesh (2008-2014).
(Olalere et al., Firm Value Panel date} technique W-Ith data from 63 _Ca_pltal adequ_acy, asset quaIlty., Efficiency ratio.
2021) Asian commercial banks. liquid asset ratio and deposit ratio.
. . . Risk management model. (A unique
(Meskovic & Tobin’s Q Ordinary least squares (OLS) model using index for risk management was

created).
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Researchers Dependent Variable Method Positive Relationship Negative Relationship

. Panel data regression analysis, using data of L . . .

(Yondrichs et al., Tobin’s Q com anies?isted on the ilndonesiagStock Liquidity (current ratio) and profita- | Leverage (Debt to Equi-
2021) P bility (Return on Equity). ty Ratio).

Exchange and indexed by 1DX30.

Ignatyuk et al., .
(Ignaty Enterprise Value

Optimal control problem.

Use of leasing to finance invest-
ments, diversification of production,
and attraction of long-term loans.

Panel data regression analysis, using data of
five cement companies listed on the Indone-
sia Stock Exchange (IDX).

Return on Equity.

Debt to Equity Ratio.

Panel Data Regression using data of compa-
nies in the agricultural sector listed on the
Indonesia Stock Exchange in the 2013-2018
period.

Profitability (Return on Assets),
leverage (Debt to Assets), and firm
size (Total Assets).

Panel data, with data of manufacturing com-
panies listed on the Indonesia Stock Ex-
change from 2016 to 2018, using multiple
regression analysis.

Firm size (Total Assets) and profit-
ability (Return on Equity).

Capital structure (Debt
to Equity Ratio) and
managerial ownership
(percentage of share
ownership).

Multiple regression analysis (least square).

Size (Total Assets).

Debt to Equity Ratio.

2021)
fman | oo
(Pu;:)azelt)al., Tobin's Q
(Sudi)gt;g)et al., Tobin's Q
(Kar;i(l)(;;t al, Tobin's Q
(Moeljadi, 2020) Firm Value

Path analysis from 30 banking sector com-
panies listed on the Indonesia Stock Ex-
change in the 2015-2018 period.

Net interest margin, return on assets
(ROA).

Liachovicius et .
( Enterprise Value

Surveys with experts, stakeholders, and
based on literature review.

Business model, expertise of the
people working in the company and
management system, financial per-

formance.

OLS and Analytic Hierarchy Process meth-

od using data of five companies among ten

active industries sector in the Tehran Stock
Exchange from 2009 to 2015.

Inflation rate, liquidity growth rate,
profit sustainability, opportunity
growth, rate of the total price of

goods and services.

Financial leverage
(Debt to Assets), firm
size (Total Assets),
profitability (Return on
Assets).

al., 2020)
(Rajabi & -
Ebrahimi, 2020) Tobin's Q
(Seok et al., 2020) Tobin's Q

Two-stage analysis using data of all manu-
facturing firms in Korea from 2005 to 2014.

The extent of hedging with deriva-
tives (nominal value of derivatives
to Total Assets).

Futures/forwards use
and swaps use (firms
that use derivatives to
total number of firms).

(Lestari et al.,

Pri Book Val
2020) ice to Book Value

Data panel regression using all companies
listed on the Indonesia Stock Exchange from
2012 to 2017.

Profitability (Return on Assets) and
company size (Total Assets).

Leverage (Debt to Equi-
ty).

(Putri & Maksum,

Multiple linear regression analysis using
data of manufacturing companies listed in

The ratio of independent commis-
sioners, profitability (Return on

Tobin’ . . Assets), fi ial | Debt t Total audit ittee.
2020) obin’s Q the Indonesia Sharia Stock Index from 2014 5¢ 's) |nanC|.a e\./erage( entio otal audit commitiee
Equity), and firm size (Total As-
to 2018.
sets).
Random effects regression panel model with

i I f 42 banks li he | i

(Sugianto et al., Tobin’s Q data o banks listed on the Indonesia Non-performing loans.

2020)

Stock Exchange during the period 2010-
2015.

Table 2. Contd...
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Researchers

Dependent Variable

Method

Positive Relationship

Negative Relationship

(Endri & Fathony,
2020)

Tobin’s Q

Panel data regression using companies of the
financial sector listed on the Indonesia Stock
Exchange from 2013 to 2017.

Dividend policy (Dividend Payout
Ratio) and profitability (Return on
Assets).

(Mandala et al.,
2019)

Enterprise value

Panel regression model using data of 52
listed Indian manufacturing companies on
BSE period of five years from 2013/14 to

2017/18.

Net income, operating cash flow,
and age of the company.

Liquidity (current ratio),
interest coverage ratio.

(Endri, 2019)

Tobin’s Q

Panel data regression model, using data of
manufactory companies from Indonesia
Stock Index, from 2011 to 2017.

Audit committee (dummy variable)

and investment opportunity (Total

Asset — Total Equity + (Number of

shares outstanding X Stock Closing
Price)).

Path analysis using data from 15 insurance

Enterprise Risk Management

Farida et al., . . : . . DO
(Farida eta Price to Book Value issuers listed on the Indonesia Stock Ex- (dummy variable), audit opinion
2019) .
change from 2013 to 2017. (dummy variable).
Logistic regression analysis using data of 42 Non-GAAP earninas
(lbrani et al., Tobin’s Q non-bank and financial companies listed on management (dumr%
2019) the Indonesia Stock Exchange (IDX) from 9 y

2010 to 2017.

variable).

(Mariana et al.,
2019)

Price to Book Value

Multiple linear regression analysis, using
data of Real State Sector companies on the
Indonesia Stock Exchange from 2015 to
2017.

Leverage (Debt to Equity Ratio) and
profitability (Return on Assets).

(Yuniningsih et
al., 2019)

Company Value

Two-stage least-squares using data of 30
companies incorporated in the Jakarta Islam-
ic Index From 2013 to 2016.

Investment and dividends.

(Kolsi & Attayah,
2018)

Market-to-book ratio

Multiple regression model on 61 companies
listed on the Abu Dhabi Stock Exchange
from 2010 to 2014.

Corporate Social Responsibility disclosures do not affect firm

value.

(Jati & Anggoro,

Content analysis from the annual report of

Disclosure of the Internal Control

Tobin’s Q manufacturing companies in Indonesia from
2018) 2012 o 2016. Structure.
Ownership concentration (percent-
L . age of outstanding shares in the
. Panel data analysis using data of 609 firms .

(Saona & San Sector-adjusted mar- . Y . g . . hands of the controlling sharehold- Development of the

. . from Argentina, Brazil, Chile, Colombia, ! .
Martin, 2018) ket-to-book ratio er), legal enforcement, and regulato- financial system.

Mexico, and Peru from 1997 to 2013.

ry systems (governance perfor-
mance indexes).

Source: Authors with information from Scopus database.

After analyzing the most relevant literature, we find that
the main factors that impact the value of companies are prof-
itability (measured through ROE and ROA), size (measured
through the market value of assets), liquidity (measured
through current ratio), and leverage (measured through Debt
to Equity Ratio). However, no research about enterprise val-
ue in the Mexican stock market was detected in this search
strategy. Likewise, regardless of the stock market, no find-
ings were found on the importance of proper working capital
management in the value of the company.

To measure enterprise value, it was found that variables
such as Tobin’s Q, the market value, and the Price to Book
Value are used. Regarding the methodologies, the use of

panel data was mainly detected, as well as regression analy-
sis. For the above, different databases were used, mainly
information from stock markets in different countries during
defined time ranges.

MODEL TO ESTIMATE FIRM VALUE IN MEXICO

To explore the factors that impact the value of companies
in the Mexican stock market, a database is built with the de-
pendent variable enterprise value (EV) and the explanatory
variables return on equity (ROE), return on assets (ROA),
total assets (ASSETS), debt to equity ratio (DE), current
ratio (CURR_RATIO), receivable days (REC_DAYS), cash
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Table 3. Variables, sources, and descriptive statistics.
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ndar
Variable Description Units Mean Median Sta.dé d Minimum Maximum
Deviation
. Millions of
Enterprise value (EV) Value of the company . 91,044 25,704 205,711.73 197.1 1°600,196.33
Mexican pesos
Retl t Net i / Total -
eturn on assets et income / Total aver % 317 208 6.22 12.89 3139
(ROA) age assets
Return on equity
Net income / Equity % 1.56 6.33 35.46 -310.2 725
(ROE)
Total assets o
Millions of
Company assets . 80,146 27,927 174,892.72 188.1 1°451,779.6
(ASSETS) Mexican pesos
Debt to equity ratio Total debt / A
o1l debt! Average % 151.6 66.31 376.4 0.52 3,000
(DE) equity
Current ratio
Current assets / Current Times 2.19 1.64 2.84 0.26 26.92
(CURR_RAT'O) liabilities
Receivable days Accounts receivable /
. Days 95.67 60.42 107 6.28 596.4
(REC_DAYS) sales * 360
Cash i Receivable days + i -
ash conversion eceivable days + inven Days 126.3 68.29 188.7 7374 924.6
cycle (CCC) tory days — payable days
Beta (BETA) Cov(Ri,Rm) / Var (Ri) Slope 0.60 0.53 0.53 -1.41 2.05
Asset turnover
Sales / Total assets Times 0.68 0.66 0.45 0.04 2.3
(AT)
Net income margin
Net income / Sales % 12.56 4.43 99.57 -98.18 987.3
(MARGIN)
Equity multiplier Total A Total Equi-
otal Assets / Total Equi Times 3.121 2.2 5.11 256 34.59
EM) Yy

Source: Authors with information from Factset.

conversion cycle (CCC), beta (BETA), asset turnover (AT),
net income margin (MARGIN), equity multiplier
(EQ_MULTIPLIER). It is important to note that the data
used are the averages of the aforementioned variables from
the years 2015 to 2019, excluding financial companies. Ta-
ble 3 shows the variables, their description, the units or scale,
and some statistics such as the mean, median, standard de-
viation, minimum, and maximum.

Table 4 shows the correlation matrix of the variables. We
found that there is a high correlation between variables asso-
ciated with profitability such as ROA and ROE, as well as
ROA and MARGIN. Likewise, there is also a high degree of
association between the variables equity multiplier (EM) and
debt to equity ratio (DE); and cash conversion cycle (CCC),
and receivable days (REC_DAYS). It is important to note

that the highest correlation is between enterprise value (EV)
and total assets (ASSETS).

In the following section, econometric models are carried
out to estimate the value of the company based on the ex-
planatory variables analyzed above.

MODELS AND RESULTS

Different econometric models were carried out to esti-
mate the enterprise value and determine which variables
have a significant impact on it, as well as its direction and
magnitude. It should be noted that these first models are car-
ried out with the averages of the variables from the years
2015 to 2019, excluding financial companies. The models
that resulted in a better fit and that complied with the valida-
tion tests are shown in Table 5.
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Table 4. Correlation matrix.

Ramirez r et al.

EV ROA | ROE ASSETS DE CURR_RATIO REC_DAYS CCC BETA AT MARGIN EM

EV 1

ROA 0.10 1

ROE 0.11 0.58 1

ASSETS 0.95 0.03 0.07 1
DE -0.00 | -0.18 | -0.49 0.01 1
CURR_RATIO -0.10 | 0.10 0.09 -0.1 -0.04 1
REC_DAYS -0.15 | -0.15 | -0.32 -0.13 0.03 0.36 1

CccC -0.19 0.05 -0.14 -0.17 0.08 0.39 0.76 1

BETA 0.21 0.19 0.42 0.23 -0.02 -0.02 -0.19 -0.17 1
AT 0.10 0.16 0.18 0.03 -0.07 -0.18 -0.43 -0.39 -0.10 1

MARGIN -0.03 0.54 0.48 -0.03 -0.08 -0.03 0.23 0.40 -0.04 -0.10 1
EM 0.03 -0.06 0.30 0.04 0.98 -0.03 -0.11 -0.14 0.22 0.06 -0.07 1
Source: Authors with information from Factset.
Table 5: Estimated regression model for enterprise value.
- (Model 1%) (Model 2%) (Model 3%) (Model 4) (Model 5)
- In_EV In_EV In_EV In_EV In_EV
Constant —0.123620 (0.7490) —0.121611 (0.7501) 0.0465947 (0.8962) 12.5861 (0.0000) 11.9531 (0.0000)
In_ROA - 0.205287 (0.0028) 0.218260 (0.0011) 0.330628 (0.0354) 0.374997 (0.0169)
In_ASSETS 1.02343 (0.0000) 1.02008 (0.0000) 1.01012 (0.0000) - -

In_CURR_RATIO

0.169043 (0.0097)

0.125296 (0.0353)

In_REC_DAYS - - ~0.110769 (0.0403) - ~0.499247 (0.0159)
In_CccC —0.117946 (0.0089) -0.116572 (0.0052) - -0.626221 (0.0000) -
In_AT 0.302641 (0.0097) - - - -
In_MARGIN 0.192981 (0.0024) - - - -
Observations 65 65 81 65 81
R? coefficient 0.95 0.95 0.94 0.28 0.18
Adjusted R? 0.95 0.95 0.93 0.26 0.16
p-value normality test 0.09 0.21 0.88 0.48 0.21
p-value Ramsey Reset test 0.72 0.82 0.66 0.06 0.35
p-value White test 0.02 0.03 0.00 0.29 0.11
p value Breusch Pagan test 0.47 0.82 0.71 0.16 0.14
VIF In_ROA - 1.028 1.109 1.005 1.093
VIF In_ASSETS 1.291 1.254 1.090 - -
VIF In_CURR_RATIO 1.180 1.182 - - -
VIF In_REC_DAYS - - 1.150 - 1.093
VIF In_CCC 1.539 1.417 - 1.005 -
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VIF In_AT 1.409

VIF In_MARGIN 1.291

Notes: p-value in parenthesis. *Robust standard deviations to correct heteroscedasticity.

Source: Authors with information from Factset.

Model 1 is carried out with logarithmized variables and
with robust standard deviations given the presence of hetero-
scedasticity. ASSETS, CURR_RATIO, AT, and MARGIN
are positive significant at one percent. While CCC is signifi-
cant negative at one percent. The coefficient of determina-
tion R squared is 0.95, which indicates high goodness of fit.
The model complies with normality and correct specifica-
tion. It is considered that the model does not have relevant
multicollinearity problems given the variance inflation fac-
tors (VIF) of less than 10.

In model 2, the logarithmized variables ROA, ASSETS,
CURR_RATIO, and CCC are used. The ROA and ASSETS
variables are significant positive at one percent. REC_DAYS
is significant positive at five percent; and CCC is significant
negative at one percent. The coefficient of determination is
0.95, which implies high goodness of fit. The model com-
plies with normality and correct specification. Robust stand-
ard deviations are used because the model does not have
homoskedasticity. VIFs less than 10 suggest that there are no
multicollinearity problems.

Model 3 includes the variables in logarithm ROA, AS-
SETS, and REC_DAYS. ASSETS and CURR_RATIO are
significant positive at one percent; and REC_DAYS is sig-
nificant negative at five percent. The R squared coefficient is
0.94. The model complies with normality and correct speci-
fication. However, standard deviations robust to heterosce-
dasticity are used. There are no obvious problems of multi-
collinearity since the VIFs are less than 10.

In model 4, the variables ROA and CCC are used. ROA
is significant positive at five percent; and CCC is significant
negative at one percent. The coefficient of determination R
squared is 0.28. The model complies with normality, correct
specification, and homoskedasticity. No multicollinearity
problems are detected.

In model 5, the logarithmized variables ROA and
REC_DAYS are considered. The ROA variable is significant
positive at five percent; while REC_DAYS is significant
negative at five percent. The coefficient of determination R
squared is 0.18. The model complies with normality, correct
specification, homoscedasticity, and non-multicollinearity.

To have more data, a data panel is carried out with the
available information of the previously analyzed variables of
the non-financial companies listed on the stock exchange
from the years 2015 to 2019. It is important to note that
models with fixed and random effects were run. However,
the coefficients were not significant, or the signs of some of
them were not consistent with the literature. The models with
the best fit are reported in Table 6.

In the first panel regression model, ASSETS,
CURR_RATIO, CCC, AT, and MAGIN are used as loga-
rithmized explanatory variables, to explain the logarithm of
enterprise value (EV). The logarithmized variables ASSETS,
AT, and MARGIN are significant positive at one percent;

and, at five percent, the CURR_RATIO variable. In contrast,
the CCC variable is negatively significant at five percent.
The model complies with the assumptions of ordinary least
squares except for homoscedasticity. For this reason, robust
standard deviations were used. Similarly, it is assumed that
there are no multicollinearity problems since the VIFs are
less than 10. The coefficient of determination R squared is
0.93.

In the second panel model, the logarithmized variables
ASSETS, AT, and MARGIN are positively significant, at
one percent. However, the REC_DAYS variable is negative-
ly significant at five percent. To achieve normality, it was
necessary to eliminate the “Urbi Desarrollos Urbanos SAB
de CV” observation for the years 2016 and 2017. The model
complies with the correct specification but not with homo-
scedasticity, so it is necessary to use robust standard devia-
tions. Judging by the VIFs, there is no multicollinearity. The
coefficient of determination R squared is 0.92.

Regarding the third model, the logarithmized variables
ROA and ASSETS are positively significant at one percent,
while CURR_RATIO is significant at ten percent. However,
the CCC variable is negatively significant at five percent. To
achieve normality, it was necessary to eliminate the “Urbi
Desarrollos Urbanos SAB de CV” observation for the year
2017. The model complies with the correct specification but
not with homoscedasticity, so it is necessary to use robust
standard deviations. Based on VIF indicators, there are no
multicollinearity problems. The coefficient R squared is
0.93.

In model 4, the log variables ROA and CCC are contem-
plated. The first is significant positive at one percent; and the
second is significant negative at one percent. The model pre-
sents an R squared of 0.26 and complies with normality and
correct specification. Robust standard deviations are needed
in the presence of heteroscedasticity. There is no evidence of
multicollinearity when observing the VIF indicators.

Model 5 only includes the logarithmized variable CCC,
which is significant negative at one percent, and by itself
generates an R-squared coefficient of 0.19. The model com-
plies with normality and correct specification. It is necessary
to use robust standard deviations in the presence of het-
eroskedasticity.

Considering the exposed models, we can observe that a
one percent increase in the return on assets (ROA) increases
the value of the company between 0.18 and 0.37 percent. An
increase of one percent in ASSETS increases between 1.01
and 1.03 percent the firm value. An increase of one percent
in CURR_RATIO increases between 0.13 and 0.17 percent
the company value. An increase of one percent in
REC_DAYS decreases between 0.11 and 0.49 percent the
enterprise value. An increase of one percent in CCC decreas-
es between 0.11 and 0.63 percent the value of the company.
An increase of one percent in AT increases between 0.24 and
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Table 6. Panel regressions to estimate enterprise value.

Ramirez r et al.

(Model 1*) (Model 2%) (Model 3*) (Model 4*) (Model 5%)
In_EV In_EV In_EV In_EV In_EV
Constant -0.238887 (0.5272) -0.0507599 (0.8813) —0.190012 (0.6148) 12.5527 (0.0000) 12.6564 (0.0000)
In_ROA 0.185211 (0.0001) 0.299328 (0.0077)
In_ASSETS 1.03369 (0.0000) 1.02426 (0.0000) 1.02911 (0.0000)
In_ CURR_RATIO 0.145298 (0.0212) 0.125510 (0.0550)
In REC_DAYS ~0.116286 (0.0477)
In_ccc -0.112218 (0.0162) ~0.115145 (0.0136) ~0.620451 (0.0000) ~0.594769 (0.0000)
In_AT 0.239350 (0.0063) 0.257795 (0.0017)
In_MARGIN 0.181628 (0.0000) 0.203503 (0.000)
Observations 305 391 304 305 378
R? coefficient 0.93 0.92 0.93 0.26 0.19
Adjusted R? 0.93 0.92 0.93 0.26 0.19
p-value normality test 0.11 0.06 0.18 0.32 0.35
p-value Ramsey Reset test 0.52 0.56 0.42 0.10 0.46
p-value White test 0.00 0.00 0.00 0.00 0.01
VIF In_ROA 1.290 1.024 1.003
VIF In_ASSETS 1.059 1.260
VIF In_CURR_RATIO 1.203 1.198
VIF In_REC_DAYS 1.454
VIF In_CCC 1.839 1.436 1.003
VIF In_AT 1.503 1.913
VIF In_MARGIN 1.227 1.452

Notes: p-value in parenthesis. *Robust standard deviations to correct heteroscedasticity.

Source: Authors with information from Factset.

0.30 percent the value of the firm. An increase of one percent
in MARGIN increases between 0.18 and 0.20 percent the
value of the company.

The following section offers some conclusions on the
analysis of the results obtained in the econometric models
used as well as the variables that impact the value of listed
companies in the Mexican stock market.

CONCLUSIONS

In this research, both cross-section (variable averages)
and panel regression models are carried out to define which
financial ratios have a significant impact on the value of
Mexican listed companies. According to the results obtained,
the variables return on assets (ROA), assets (ASSETYS), cur-
rent ratio (CURR_RATIO), asset turnover (AT), and net
margin (MARGIN) are significant positive. On the other
hand, the variables receivable days (REC_DAYS) and cash
conversion cycle (CCC) are significant negative.

In the literature review, it was observed that the main
factors that impact the value of companies are profitability
(measured through ROE and ROA), size (measured through
the value of assets), liquidity (current ratio), and leverage
(debt to capital ratio). However, it is not detected that varia-
bles associated with the proper management of working
capital are explored.

In this article, it is proposed to include, in addition to the
variables suggested by the literature, indicators associated
with working capital management such as receivable days
and cash conversion cycle. In the understanding that these
variables would result significant negative since they imply a
lower capacity for collection and recovery of the cash invest-
ed in accounts receivable and inventories. It is considered
that the relationship of these variables with enterprise value
is the main contribution of this research.

The relationship between working capital management
and the Free Cash Flow of companies listed on the stock
market is strengthened with the idea that the greater the li-
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quidity, the greater the Free Cash Flow and, therefore, the
greater the present value of the company.

It is observed that an increase of one percent in receiva-
ble days decreases the firm value by up to 0.49 percent; and
that a one percent increase in the cash conversion cycle de-
creases the company value by up to 0.63. It is concluded that
both variables are value drives of the value of the companies.
(Nufio-Velasco & Mejia-Trejo, 2022).
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