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THE PICTURE OF FINANCIAL CONDITION OF POLISH LISTED
COMPANIES IN 1995-2010 ON THE BASE OF THEIR CASH FLOWS
INITIAL EVALUATION

Abstract. This article addresses the issue of the spagifanid significance of the distribu-
tion of net cash flows from operating, investingldimancing activities in determining of entities
financial condition, especially in times of econonarisis. The author’'s subject of interest is the
variety of entity performance initial evaluation tire base of sectional streams of net cash flows.
In the article the author presents results of #eearch based on polish listed companies cash
flows, in the years 1995-2010 and provides ing@iclusions from the study.

Keywords: cash flows initial evaluation, entities performanoature of net cash flows,
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1. INTRODUCTION

Research indicates that cash flow statement is esoming more widely
used, more comprehensible and far more useful itndhe previous decades.
Among the arguments for the application afaah flowapproach, speaks mainly
the fact, that cash flow data are not dominatedth®y rules, concepts and
principles of accounting in the same way as otdements of the financial
statement.

Today, in the large domains of business, the imvesnore likely use the
cash flow statement, whereas to a lesser extentnfbrmation from the income
statement. A classic, now almost a cult evidengparing the statement about
the usefulness of cash flow information as a taolthe foreseeable financial
results of the company, is the history of the WTal@rCompany bankruptcy
(Largay, Stickney, 1980).

In the years 1970-1973 the company has present#tkinreports a net
profit of more than 40 million dollars annually. Ate same time, the amount of
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cash flows from operating activities decreasednaalarming pace, and conse-
guently as an effect in 1973 a negative amountedfcash flows of the entire
business raised up to over 90 million dollars.His ituation it seems obvious
that the rapidly deteriorating financial situatiohthe company — taken early
enough as an urgent alarm signal — could preshevavestors and the company
from the downfall. Unfortunately for the investaSWT Grant Company, self-

-concentrated on the amount of earnings per shavas too late.

A balance sheet and a profit and loss accounteaé and interpreted in
many ways, including the profitability indicatoreadysis. It is often forgotten,
however, that despite the undeniable usefulnessfofmation, the accrual
presentation of the entity’s financial performarfoe the given period, exists
almost exclusively “on paper”.

There are many reasons of a such state of affair¢hee fundamental one is
the impact on the financial performance of many-nmmetary items, mostly
including those resulting from the estimates. Exasinclude asset impairment
charges, the creation of reserves, charged acion@ksts and exchange rate
differences, revenue from not completed long-teontm@acts, etc., as well as
depreciation. The greater part of these figurethénfinancial performance (in
net profit or in net loss), the less possibilitatthhe result shows a real entity’s
abilities to provide cash. Developing the profitthe entity is not an equivalent
to the possession of liquid assets that can be ts@ady debts, dividends or
investments (fixed or financial). Sometimes it hamg that the whole profit
shown in the profit and loss account is distributedash to owners, while this is
simply “counting your chickens before they're hatdh On the payday profit
“lies” still in inventories or in receivables. Tledore, it seems to be reasonable
to supplement (not replace) the traditional analysi the balance sheet and
profit and loss account with the analysis of cdskw finformation, bearing in
mind that:

— one things is the starting point of profit andsl@count, while another is the
starting point of cash flow; profit and loss accoprovides information about
what were the revenues and expenses of the entltpth paid and not paid
and what is their profit balance, which is the tesuhile cash flow contains
data that allow to explain the titles of which 8tate of liquid assets increased
or decreased over the year;

— profit and loss account shows the total resuthefwhole activity — operating,
investing and financing, while the cash flow stagainclearly divides the net
cash flows into those resulting from operating\aiti(mainly from the sale
of products, goods and services after deductingdisés which were incurred
in their production or purchase), investing anaficing;

— profit and loss account does not recognize thdesetnt with the owners
(contributions and their withdrawal, dividends),ilelcash flow includes such
information.
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2. VARIETY OF INITIAL EVALUATION OF ENTITIES PERFORMANCE
ON THE BASE OF SECTIONAL STREAMS OF NET CASH FLOWS

The division of cash flows by activity and type agerations that are the
result, and the assessment of their nature camrlpéuhin assessing the entity’s
financial position during the previous and the entrperiod. They can also
provide a basis to determine the trend of the dgwveént of the future cash
flows. Moreover, the analysis of historical datavas serves to predict;
recollection of the past, which does not resuthim conclusions for the future, is
a lost time.

While reading cash flow information, usually in tfiest instance one deals
with the streams of net flows from different adiiz. Extracting three types
(operating, investing, financing activity) and tadiinto account the dual nature
of net cash flows (surplus, shortage), we canrdisish eight cases of situations,
in which an entity may find itself, as shown in Teafh.

Table 1. Cases of the entity’s situations due tati®ity and nature of net cash flows

Net cash flows from: Cases
1 2 3 4 5 6 7 8
Operating activity + + + + - - - -
Investing activity + - + - + - + —
Financing activity + — — + + + _ _

Explanation to Table 1. Ne@ash flowss the difference between cash inflows and cash ou
flows from specific activity; ,+” means the sur glwf cash inflows over outflows); “-" means
surplus of cash outflows over inflows.

SourceSniezek (1997, p. 101).

In the literature of the subject the most frequerthcountered are the fol-
lowing, brief and somewhat simplified charactecstof particular situations

(cases).
The first case— a situation typical for the entity with a highdincial liquid-

ity. The cash flow surplus from each type of atyiviesulting in the increase of

11t should be emphasized that the analysis of eighes was for a time in Poland, used al-
most indiscriminately. But it was a period when Eh@ish practice focused primarily on mastering
the principles and techniques of proper reportihgash flow statements, and the dilemmas of
nature: “How and whether to use cash flow informa®’ strongly fade into the background. With
time, the development of the already universal Hedge of information capacity of this report
has resulted in improvement of the analytical téqpie. Then it turned out that the analysis of
eight cases can only be used for the initial anbderavery general recognition of the financial
situation of the business entity, serving as a kifictcool of “preliminary diagnosis” of the
condition of company. Pogniezek (2008, p. 281-299).
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liquid assets, is mostly due to the preparatiothefindividual to undertake new
projects, even on a large scale (e.g. the acauisiti another business entity). In
practice, this is the case encountered relatiaaigly.

The second case # the surplus earned in the course of operatiniyiacis
large enough to:

1. cover the shortfall of cash flows from other atts,

2. hold the investments and

3. regulate the commitments to lenders (loan repaynand owners (divi-
dend),

then the investors are very likely to invest thepital in this entity. If the
shortfall of cash flows from investing and finangiactivities exceeds the cash
flow surplus from operating activities, it would hesignal to improve the ability
to generate cash from operating activity, or look &dditional sources of
funding. The way to survive and improve the finahaituation are — presuma-
bly — the new investments made by the entity. Thige occurs most often in the
mature units, of highly profitable business which a the middle of a tempo-
rary crisis of liquidity and solvency.

The third case —depending on whether the excess of net flows frperat-
ing activities and investment flows exceed the &ys of financial activity, or
vice versa, it can indicate both that the restmirntuprocesses are conducted by
the entity and that the unit is unable to cover lthkilities of current receipts
from operating and investing activities without theéditional supply from the
financial activity.

The fourth case -the entity achieves a net surplus of cash flowsfoper-
ating activities, but the size of its investmerdgsults in the fact that the entity
must use external sources of financing. This sinais characteristic for
developing units, whose financial situation is faale enough that they obtain
new loans and credits or funds from the owners.

The fifth case —it may mean that the operating activity encountanse
transitional difficulties; the unit tries to covére shortfall of cash flows from
this activity with surplus flows from investing adty — sale of property or
financial assets — and the financial activity beeaiis financial situation is good
enough. Financial difficulties of the entity arenfgorary, that is why lenders
decide to give finance to the entity (by loan), andestors — decide on the
commitment of additional resources, which resuits isurplus of receipts from
financing activities.

The sixth case- this situation is typical for young and develapintities.
The future for the entity may be assessed as gbibdbtained funding from the
outside sources (loans or capital increase), whibbws it to finance their
investment activity and to cover the deficiency raft flows from operating
activity.
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The seventh case +the unit is most often in serious financial difflioes.
Shortage of net flows from operating activity arebtdrepayment of loans and
borrowings (shortage of financial activity) the igntries to cover with funds
raised from the sale of assets (investments), lystie fixed one. There is no
indication that the entity's financial troubles smporary.

The eighth case -the unit, despite the lack of net flows from opEgac-
tivity and the need to repay long-term loans (skgetof financial activity), leads
investment activity, which shows the collection fofancial resources, in the
previous periods, sufficient to invest. Howevers thituation (three net negative
cash flows) significantly increases the probabitifybankruptcy of the entity in
the long run.

The above outline of how to assess the financisitipon of the entity based
on information coming from the cash flow statememgdoubtedly requires
elaboration. Because of its partiality, this anialgkes not account in a compre-
hensive manner all the elements and aspects adrttiy’s functioning in the
business environment, the causes and circumstanoesrning its decisions. It
is not able to show all the relevant circumstanaed factors affecting the
financial condition of the audited entity. Despités, it is an important part of
entity financial situation evaluation, but it shduhlso be remember that to
produce a full analysis we need the data from ttheeroprimary statements
(balance sheet, profit and loss account) and natesyell as data from the
previous periods. The knowledge of the industngicme and the corporate
strategy is also useful.

Considerations presented above have shown thanthgsis of cash flows
of the entity has many advantages. It teaches bdwave a quick and, as far as it
is possible, a thorough look at the entity from #mwvpoint of its revenue and
expenditure, which means that it teaches to thinkerms of liquidity and
solvency. Facility management, financial analystemployees of credit banks’
departments often feel that they already possessufficient ability to assess
the solvency and that they do not necessarily mast flow information to do
that. Some of them even boast about the fact th@t intuitively solve the
problems of liquidity and solvency. This is undedly a very valuable skill
crucial in management, but the real figures coethim the statement of cash
flows and the knowledge of the possibility of triatieg this information into
the business language cannot be ignored. Experamteractice, especially of
Western countries, clearly indicate that the curseipervision of the actual cash
flows in different terms and from different point$ view, and especially
receiving warning signals and the comparison of endata with planned data,
allow for better and more secure management oéttigy in the contemporary
economic reality.

The analysis of eight cases allows to highlighsthareas which need to be
studied in a more careful and multidimensional waymany cases it is neces-
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sary to make an evaluation of various aspectsegtttity in question, which in
turn may even lead to the need to redefine it$egjya

Moreover, the presented analysis allows a pre@sermhination of the type,
nature and extent of the details that are needegudjerly evaluate the perfor-
mances of the entity, its financial situation ahd tegitimacy of decisions (e.qg.,
scheme of capital repayments and interests, thaenatf the investment, the
period of their maturation and size of expendituteg rules of granting and
receiving discounts, the age structure of settlésyghe nature of trade agree-
ments, etc.).

3. THE EXAMINATION OF THE VARIETY OF ENTITY PERFORMANCE INITIAL
EVALUATION ON THE BASE OF SECTIONAL STREAMS OF NET CASH FLOWS

The presented above analysis of eight cases wasgpieation to undertake
research on business practice. The author hasddaisthe initial diagnosis of
the financial position and performance of compamwiegshe basis of segmental
cash flows.

The purpose of this study was to determine theifigigc and significance
of the distribution of net cash flows from opergtirinvesting and financing
activities in listed companies, in the years 19982 The assignment of
companies to individual cases according to theroih of a positive or negative
nature of the net flows of different types of atigs, helped to identify patterns
and determine the cases that dominated the Pdigik &xchange in the period
considered.

The financial data of the cash flows of companigted on the main market
and on the parallel markets were analyzed. The pumbsurveyed companies
over 16 years varies significantly in different geal he study included all of the
public companies, and thus both those of natugraduction, trade and service,
as well as banks, insurance companies, leasing aieg) etc. The financial
information derived from thélmanac of listed companiefom the service
NOTORIA and from the financial statements available the websites of
companies surveyed . The survey was conductedaepafor each year.

The number of listed companies in the years sun/egepresented in
Table 2.

Note that for the year 2010 only 64,5% of compamiese examined (285
from 400 companies). Furthermore, the survey wasedaon preliminary
information, often from summary reports. At the namnof putting the article
into print, the final consolidated annual reportsisted companies for the year
2010, have not been published yet. However, theoautecided to include these
data for the sake of outlining the current imagéhefstudied phenomena.
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Table 2. The number of listed companies surveyed
in the years 1995-2010

The year surveyed  The number of companies surveyed
1995 65
1996 83
1997 143
1998 198
1999 221
2000 225
2001 230
2002 216
2003 203
2004 230
2005 225
2006 284
2007 351
2008 378
2009 379
2010 285 (from 400)

Source: own elaboration.

Analyzing cash flows of listed companies in therged995-2010, we can
point out both many similarities and occurring aes In the first studied year
(1995) strongly dominated entities included in sleeond case, which meant that
over 40% of the population were mature businesseglly with a high return on
sales, but also with negative cash flows from fanag activities, which in practice
should mean an extra vigilance and indicate the afepecial monitoring.

In the next period, the share of this group of canigs slightly decreased.
In 1996, many companies were assigned to the faatie. The years 1997—
1998 brought changes in the percentage of compahescterized by positive
net operating cash flows and negative flows frommeptactivities (the second
case). The appearance of the second case in tiiedstoopulation during this
period declined by almost 18%. The number of corgsamualified for the
fourth variant in this period, however, remainsatiekly constant. Subsequent
periods (1999-2001) are characterized by altergadiominance of the fourth
and the second case. Such situation provides a gwollet position of the
entities, since in both cases, the individualseeha positive net cash flow from
operations and generated cash are spent on invesame development.

The years directly preceding the period of econaerigis (2002—-2006) are
characterized by a slow but consistent increag@drshare of companies from
the cases: seventh and eighth and entities withfittre variant. Banks are
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becoming more firm and restrictive in their apptoée debt repayment by their
customers. This applies equally to long-term anartsterm loans, with over-
drafts included. There is a growing part in theveyed companies of entities
assigned to the third variant, and it is by no nsedmose which are undergoing
the process of restructuring. After such a longntef a boom on market one
would rather expect the increase of the partiaypatdf the fourth variant,
whereas it has been changing little over the stugéars.

Years of crisis (2007-2010) bring the stock magk&narily an increase in
those who bear the loss, withdrawal of companies fthe floor due to the loss
of solvency and a significant increase in the nunadbeompanies located in the
second, third and sixth variant. The number of camigs from the fourth variant
decreases, while slightly, but consistently pgrtition from the seventh and
eighth variant increases.

Summary of the percentage of companies in diffevaniants and tested
over the years is shown in Table 3.

Table 3. Percentage of listed companies clasdifietifferent variants and tested over the years

1995-2010

CaselYear 1995 1996 1997 1998 1999 200p 2001
1 0,00 1,2 1,40 0,51 0,00 0.89 0,00
2 43,08 38,55 2796 22,78 36,20 28,44 35,p2
3 1,54 2,41 3,50 4,55 3,62 7,56 12,41
4 32,30 40,98 40,56 38,8p 33.94 29,78 19,p6
5 3.08 0,00 0,70 4,04 4,98 4,44 6,96
6 16,92 14,46 19,58 23,2p 15,38 20,0 12,p1
7 1,54 1,2 4,20 3,03 4,07 5,78 10,90
8 1,54 1,2 2,10 3,03 1,81 3,11 3,04

CaselYear| 2002| 2009 2004 2005 2006 2007 2008 200910 20

0,00 0,99 0,87 1,96 1,06 0,00 1,87 0,79 1,65
48,15| 31,03 30,00 30,9 29,23 30,0 31|28 44,833,014
18,98 | 23,15 12,14 109 10,92 2,85 8,82 9,50 12,0

OT [0 [0

20,83 | 23,15 25234 22,7 23,94 2991 33|97 19,53,162
0,93 4,93 6,09 7.06 8,14 7,98 4,01 4,22 1,p4
9,26 6,81 16,95 18,81 19,01 21,08 1417 13,72 5713,
1,85 9,85 7,83 4,71 3,87 518 2,94 4,22 543
0,00 0,99 0,87 2,75 3,87 2,85 2,94 3,17 2,83

OIN|[oO|O|A~|[WIN]|F

Source: own elaboration.
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Bellow the dynamics of change in the number of canigs included in the
individual cases in the period considered is byiefiscussed. Percentage of
listed companies included in variant 1 in the tomainber of listed companies in
the years 1995 to 2010 is shown in Figure 1.
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Fig. 1. Percentage of listed companies includedimant 1 in the total number of listed companies
in the years 1995 to 2010

Source: own elaboration.

Data analysis confirms that the first situationatiant very rarely happens
in business reality. In the years: 1995, 1999, 2@002 and 2007 there was no
reported company which delivers positive net cdshv ffrom each type of
activity in the annual financial reports. But irhet years, their share in total
population ranged from 0,5% to 1,5%.

Percentage of listed companies included in therskeariant, in the total
number of listed companies in the years 1995-28%0awn in Figure 2.
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Fig. 2. Percentage of listed companies includatiéncase no 2, in the total number of listed
companies in the years 1995-2010
Source: own elaboration.
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As already mentioned, this is the case most comowrthe stock ex-
changes, not only in Poland and Europe, but alseXample on the New York
Stock Exchange. In the second variant generallgsifiad companies are:
profitable, solvent, usually operating long on tharket, so those having a well-
-established opinion and good, developed over dagsyrelations with suppliers
and customers. There are also companies in thendezase, which are at the
beginning of difficult times. “Flawed” elements wbrking capital management,
loans for the investments have been raised tog,eartthe plan of their repay-
ments is positioned incorrectly in relation to thian of capital expenditure.
In a classic early warning system red lights shdaddit at this point, indicating:
“step up your vigilance, watch, monitor, respondaléde!” As it can be noticed,
as a matter of fact one cannot see a particulaease in the number of this case
during the crisis, although it undoubtedly domisatedifficult times as well.

Percentage of listed companies included in thed thariant in the total
number of listed companies in the years 1995 t®28%hown in Figure 3.
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Fig. 3. Percentage of listed companies includetierthird variant in the total number of listed
companies in the years 1995-2010
Source: own elaboration.

A constant increase of participation in the stugiegulation also recorded
companies corresponding in characteristics to hivel tase. Positive net cash
flow from operating activity and investment, andgative financial flows
usually mean that the companies are being restingttheir business. It may
also be a warning against the rise of financiabfms, improper building of the
structure of capital (definitely more liabilitieban the equity), or excessive
payment of dividends, which “quality” in cash terstdll continuous to deterio-
rate. In the period 1995-2010 the share of suchpeoies in the studied
population increased by around 12%.

Percentage of listed companies included in thetliouariant in the total
number of listed companies in the years 1995 t®28%hown in Figure 4.
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Fig. 4. Percentage of listed companies includatérfourth variant in the total number of listed
companies in the years 1995-2010
Source: own elaboration.

The fourth case is, by far, the best case, thoagé dne can also find enti-
ties with hidden financial problems. On the New K &tock Exchange investors
mostly prefer to invest their capital in such compa (although this is obvi-
ously neither the only nor the most important iatlic for them). Certainly we
wish there were more of such companies on the stackange in Warsaw,
while their percentage of share in the studied f@djmn oscillates between 20
and 40%, about 31% on average. What can also enaus with concern, is
the declining trend of this share during the yedrsrisis, especially in the years
2009-2010.

Percentage of listed companies included in thk fiftriant in the total num-
ber of listed companies in the years 1995 to 28 hown in Figure 5.
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Fig. 5. Percentage of listed companies includaderfifth variant in the total number of listed
companies in the years 1995-2010

Source: own elaboration.

The fifth case concerns the business entitiesredgative level of operating
net cash flows, partially plated with the saleigéél assets and partially funded
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from external financing sources. For the first éhyears, this situational variant
has practically been absent, as it was indeed ata&anphenomenon in the
western stock markets. Since 1998, the share ¢f sompanies in the studied
population has increased from 5% to 7%, but, istergly, strongly rose in the
years 2003-2007, i.e. in the pre-crisis periodsThay mean that in such times
the number of companies whose financial and dewabopal prospects are
impossible to determine, without deep analysispiigantly increases and
Americans refer to as “it could go either way.” Yeharacteristic for this group
of companies is the fact that accumulated in threvipus periods free cash is
usually invested in financial assets and compaimedifficult times, evolve it
and engage in operations, in order to offset thgatiee impact of the “cash
loss” from operations.

Percentage of listed companies classified as d siagtiant in the total
number of listed companies in the years 1995 t&@20%hown in Figure 6.

It indicates a relatively high regularity of thecocrence of the sixth case.
The relative share of the companies assigned tosth#tional variant in the
years 1995-2010 is in the range from 13% to 23%h(iie exception of the
years 2002—-2003) and in almost every period corsitjeconstitutes a signifi-
cant share of the total population of surveyed cmgs. As mentioned earlier,
this is the case characteristic for young, develgpéntities, though weak
enterprises also occur in this case, in which thstrdctive processes proceed
slowly and latent. Typically, the share of thedatbn the stock market is small,
but growing in the periods prior to and post-crisis
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Fig. 6. Percentage of listed companies classifged sixth variant in the total number of listed
companies in the years 1995-2010

Source: own elaboration.

Percentage of listed companies classified as thensle and eighth variant
in the total number of listed companies in the $e8995-2010 is shown in
Figures: 7 and 8.
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Fig. 7. Percentage of listed companies classifietha seventh variant in the total number of listed
companies in the years 1995-2010

Source: own elaboration.
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Fig. 8. Percentage of listed companies classifietha eighth variant in the total number of listed
companies in the years 1995-2010

Source: own elaboration.

The seventh and eighth case gradually increasesh#ie in the total num-
ber of surveyed companies. None of them howeveeaded 10% of the
population. The biggest amount of companies, whigre threatened with
serious financial difficulties, was recorded in 200ut it is observed that even
on the stock market during the crisis, the numbeuoh entities is growing.

4. CONCLUSIONS

In order to completely illustrate the studied phaeaon, in the Figure 9 the
changes in the number of surveyed companies belgrigi specific cases in all
years studied are presented.

Figure 10 shows, in turn, the number of surveyethganies, achieving
positive or negative cash flows from operating\istiin the years 1995-2010.
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Fig. 9. Changes in the number of surveyed compédmEksging to specific cases, according to the
nature of sectional cash flow streams in years 42950
Source: own elaboration.

In the Figure 10, the number of entities sufferirgn operating cash loss
over the years is growing and definitely much fatiten the decreasing number
of companies achieving theash profit(positive surplus of cash inflows over
cash outflows).

90,00%

8000% 4, — /\\
70,00% A
) \/ \/

60,00%

50,00%

—e— Positive
40,00% .
—m— Negative

30,00% -

20,00% =~

10,00%

0,00% T T " " T T
1995 1998 2001 2003 2006 2009 2010

Fig. 10. The nature of operating net cash flowgeiars 1995-2010
Source: own elaboration.
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The Figure 11, on the other hand, presents theaaftuearnings (net profit
or net loss) in each year, for all entities incldide the research.

As shown in the Figure above, during the surveyedopd the number of
listed companies achieving net profit graduallyrdased. In 1995, over 95% of
businesses were profitable. Subsequent years krahghreduction of the
profitability of companies surveyed.

Comparing the Figures 10 and 11, one can find #aicepattern. Since
1998, despite a sharp drop in the number of ptitaompanies, the number of
entities that generate positive net operating déshis remained practically
unchanged. For the further illustration of this lgeam, one has to examine the
relations between net operating cash flows andhéiiz results. Having such
a relationship, one can distinguish the followimpgions:

— first option (O1) — positive net cash flow and peofit;

— second option (O2) — positive net cash flow agidass;

— third option (O3) — negative net cash flow antprefit;

— fourth option (O4) — negative net cash flow artlloss.
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Fig. 11. The nature of listed companies earninggars 1995-2010
Source: own elaboration.

The juxtaposition of relations between the finahaaults and net operating
cash flows for all the companies surveyed in tharyel995-2010 is shown in
Figure 12.
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The Figure above clearly shows that over the yd@msumber of compa-
nies that generate profit and positive net cask fioom operating activity
significantly decreased. At the beginning of theveyed period (1998) nearly
80% of such entities were recorded in the studiguufation, and in 2010 only
42%. Maintaining the same level of the number ahpanies receiving positive
net operating flow was due to the increase in thmber of companies qualified
for the third case. However, despite managing tuexe the operating cash
surplus, these units usually bear the accrual loss.

The analysis of eight cases (distinguished by tfpactivity and nature of
the net cash flows) and the comparison of the dipgraet cash flows with the
net profit (or net loss) allowed to determine,esdt in a general and simplified
way, the financial position of listed companiestlie years 1995-2010. On the
basis of mere evaluation of key elements of thé ¢lsv statement, it can be
confirmed that in that period some companies ertepad serious financial
difficulties. On the other hand, a small humbercompanies obtained positive
cash flow of each activity, which means that thesrevcharacterized by high
liquidity and aggressive attitude towards cashwatking capital management.
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Fig. 12. The nature of relation between net piafitnet loss) and net operating cash flows
(positive or negative) in listed companies in yekd95-2010

Source: own elaboration.
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The comparison of cash results from operating gtivith the achieved
net profit or loss provides further insights. Iretbtudied years, the number of
companies suffering from losses increased, althougid not change signifi-
cantly the number of entities that generate pasitbperating cash flows.
However, at the end of the surveyed period, thebmsraf companies generating
at the same time both losses and negative net ftashfrom core business,
increased.

To sum up the consideration on cash flows of ligteehpanies in the years
1995-2010 one can see some trends, as well as weowring changes.
Throughout the studied period the second case priedted the others, which
in a few of the tested periods just “switched p#ogith the fourth case. The
second case in the entire course of study reatigedighest share of all cases (it
took place in 2002 — 48% of surveyed companiesjs Tteans that the market
position of the surveyed companies is good. Asrdircoation of this fact, we
can assume that both cases reach positive cask flmm operating activity,
which then they use for development and investment.

The most stable in its share, with a slight slumg001-2003, was the sixth
case. When the share for the sixth case fell,eafdsthe third case was notice-
able, when the share of the sixth case returnéts tegular level, the share for
the third case declined again.

In the situation of the fifth case, one could onbtice its share since 1998
and has since then held a steady level at an avefdifo.

The seventh and eighth case grow slowly as thesygatby, their average
share in all the studied years is 3%. Note thasttage of the seventh case never
exceeded 10% of the studied population (the highleate was recorded only
twice, in 2001 and 2003).

We observed the first case only in seven out ofabeteen surveyed years.
The highest score was in 2005 and 2008 — aboutT2#s. only confirms the
accuracy of performance of this case.

Comparing the results of studies in 1995-2006 ang0i07-2010, that is,
without a crisis and in times of crisis, one doed notice any significant
differences. The deviations between the averageeptage shares are up to 3%,
and they consider the second and fourth case. Tésempted results of the
comparative analysis can have many causes, it sdemever, that they are
mainly due to:

— the relatively small impact of the global economrisis on the Polish
economy in the years 2007 and 2008 (serious fiaamcinsequences, particu-
larly in the areas of liquidity and solvency, wik visible and felt in the coming
years);

— the insignificant influence of the events thadkiglace on the Warsaw
Stock Exchange, on the net cash flows in the stliidi@ish listed companies;
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— the fact that for the case of the research Idigied) companies were cho-
sen, with a relatively good financial condition (@mparison with unlisted
companies) and of rigid (very often proven andat#i) liquidity management
strategies, which cannot capture the adverse cumgsegs of the economic
crisis.
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