Working Capital & Cash Conversion Cycle (CCC) Summary Report
Week 7 - Task 1: Working Capital Cycle Analysis (5-Year Historical Performance)
	Task Name: Working Capital Cycle Calculation
	Target Sheet Name: CCC_5yr

	Key Metrics: DIO, DSO, DPO, and CCC
	Submission File: Word File (.docx)



1. Executive Summary
Working capital management is a fundamental component of operational liquidity and financial sustainability. The Cash Conversion Cycle (CCC) quantifies the total time (in days) required for a firm to convert its investments in inventory and operational expenditures into liquid cash receipts from sales.
This report provides a concise 5-year analysis of the Cash Conversion Cycle across its three core components: Days Inventory Outstanding (DIO), Days Sales Outstanding (DSO), and Days Payable Outstanding (DPO). Over the evaluated period, the Cash Conversion Cycle initially expanded from 20.16 days in Year 1 to a peak of 25.95 days in Year 4, driven by inventory accumulation and extended client collection periods. In Year 5, operational efficiency significantly improved, reducing the cycle to 21.85 days (a net reduction of 4.10 days), demonstrating tighter stock management and enhanced credit recovery.
2. Methodology & Core Formulas
The Cash Conversion Cycle measures the net working capital lock-up period using the following standard financial formulas:
	Days Inventory Outstanding (DIO)
	DIO = (Inventories / Cost of Goods Sold) × 365
Measures average holding period of inventory before sale.

	Days Sales Outstanding (DSO)
	DSO = (Trade Receivables / Revenue) × 365
Measures average time taken to collect cash from trade receivables.

	Days Payable Outstanding (DPO)
	DPO = (Trade Payables / Cost of Goods Sold) × 365
Measures average time taken to pay suppliers for trade purchases.

	Cash Conversion Cycle (CCC)
	CCC = DIO + DSO - DPO
Represents total operational cash lock-up duration.



3. 5-Year Working Capital Summary Table
Below is the complete 5-year financial dataset and calculated working capital ratios:
	Metric / Line Item
	Year 1
	Year 2
	Year 3
	Year 4
	Year 5

	Revenue (£m)
	1,650.00
	1,710.00
	1,725.00
	1,489.00
	1,763.00

	Cost of Goods Sold (£m)
	1,280.00
	1,310.00
	1,317.00
	1,139.00
	1,347.00

	Inventories (£m)
	210.00
	225.00
	240.00
	230.00
	258.90

	Trade Receivables (£m)
	310.00
	335.00
	350.00
	315.00
	365.50

	Trade Payables (£m)
	380.00
	410.00
	425.00
	390.00
	457.50

	Inventory Days (DIO)
	59.82
	62.69
	66.51
	73.71
	70.15

	Receivable Days (DSO)
	68.58
	71.51
	74.06
	77.22
	75.67

	Payable Days (DPO)
	108.24
	114.24
	117.79
	124.98
	123.97

	Cash Conversion Cycle (CCC)
	20.16
	19.96
	22.78
	25.95
	21.85



4. Year-on-Year Trend Analysis & Commentary
4.1 Inventory Days (DIO) Analysis
• Trend Pattern: DIO increased steadily from 59.82 days in Year 1 to 73.71 days in Year 4, before improving to 70.15 days in Year 5.
• Key Drivers: The expansion in DIO up to Year 4 reflects supply chain bottlenecks and buffer inventory accumulation during periods of revenue compression. In Year 5, stronger demand forecasting and stock turn reduced holding duration by 3.56 days.
4.2 Receivable Days (DSO) Analysis
• Trend Pattern: Credit collection periods rose from 68.58 days in Year 1 to a peak of 77.22 days in Year 4, before easing to 75.67 days in Year 5.
• Key Drivers: The multi-year rise in DSO highlights macro-economic pressure on trade customers, leading to extended payment terms. The decline in Year 5 indicates tighter credit enforcement and improved cash collection workflows.
4.3 Payable Days (DPO) Analysis
• Trend Pattern: Trade payable days expanded from 108.24 days in Year 1 to 124.98 days in Year 4, remaining elevated at 123.97 days in Year 5.
• Key Drivers: Extending DPO provided low-cost operational financing, allowing the firm to buffer liquidity constraints caused by slower customer collections and inventory lockups.
4.4 Cash Conversion Cycle (CCC) Net Impact
• Net Trend: CCC expanded from 20.16 days in Year 1 to 25.95 days in Year 4 (+5.79 days), indicating higher cash lock-up in operations.
• Year 5 Operational Turnaround: In Year 5, CCC improved significantly to 21.85 days (-4.10 days) due to faster inventory turnover and improved customer payment terms while maintaining extended supplier terms.
5. Strategic Recommendations
Optimize Inventory Controls: Implement Just-In-Time (JIT) stock tracking to align inventory closely with sales velocity, driving DIO back towards <60 days.
Tighten Credit Policies: Introduce automated debt collection workflows and early-payment discounts to reduce DSO below 70 days.
Maintain Supplier Terms: Preserve strong vendor negotiations to keep DPO around ~120 days without damaging credit standing.




