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Abstract: A large body of research has attempted to
investigate the influence of cash flow factors  on
company performance, however none of the prior
studies have examined the influence of cash flow factors
using financial liquidity and flexibility measures. This study
aims to predict profitability using two types of operating
cash flow ratio. We find that first, greater current cash debt
coverage ratio  worsens return on assets. Secondly, the
greater the cash debt coverage ratio, the higher the
return on assets and return on equity. Further, our findings
suggest that cash debt coverage ratio has more predictive
ability relative to current cash debt coverage ratio on
profitability. Surprisingly, it was found  that both current
cash debt coverage ratio and cash debt coverage ratio has
no predictive ability on  earnings per share. Overall, the
evidence highlights the influence of financial liquidity and
financial flexibility on profitability as measured by return on
assets and return on equity. This study contributes  to
current understanding of the usefulness of operating cash
flow ratios in predicting profitability.
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