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ASSESSMENT OF THE IMPACT OF FINANCIAL
AND NON-FINANCIAL INSTRUMENTS ON
EQUITY AND CASH FLOWS AS THE BASIS FOR
DECISION-MAKING TO INCREASE ENTERPRISE
MARKET CAPITALIZATION

ABSTRACT

The market capitalization of an enterprise is one of the key indicators that characterize
the degree of influence of financial and non-financial instruments on its volumes and
dynamics. Establishing the relationship between such instruments and metrics of equity
and cash flows best outlines the plane of their direct impact on stimulating market cap-
italization and implementing effective management measures in the context of optimiz-
ing the use of equity and cash flows. The purpose of the study is to establish how the
impact of indicators of financial and non-financial instruments on equity and cash flows
forms an appropriate basis for making managerial decisions to increase the market cap-
italization of enterprises. As a result of the study, the toolkit for increasing the market
capitalization of the enterprise from the standpoint of its grouping in terms of financial
and non-financial plane was clarified. It was found that among the 36 analyzed indica-
tors of the impact on equity and cash flows of the studied machine-building enterprises
in Ukraine during the period 2010-2021, the most significant are bank lending, invest-
ment and technical metals, research and development costs, foreign scientific and tech-
nical services received, production investments, work-in-progress, and accounts paya-
ble for products, goods, and services. The results were transformed into a model of
ranked instruments for stimulating the market capitalization of machine-building enter-
prises, which demonstrates the degree and directions of the influence of indicators of
financial and non-financial instruments on the dynamics of equity and cash flows, which
ensures the formation of an information database for making decisions on the further
use of such instruments. The structuring of the toolkit serves as the basis for forming a
system of management decisions containing practical recommendations within each
group of instruments aimed at optimizing market capitalization through increased equity
and cash flows of the enterprise. The obtained results will be beneficial to financial
analysts of enterprises in preparing databases for making financial and non-financial
decisions.

Keywords: market capitalization, financial instruments, non-financial instruments,
impact, equity, cash flow, enterprise

JEL Classification: C25, D24, G23

INTRODUCTION

Studying the impact of financial and non-financial instruments on the dynamics of en-
terprise equity and cash flows plays a crucial role, both in terms of developing measures
for further optimizing these indicators and in terms of their influence on increasing mar-
ket capitalization. This is particularly relevant for machine-building enterprises, whose
stocks are often traded outside the stock exchange and which must constantly seek
additional opportunities to increase their equity, enhance cash flows, and grow their
market capitalization. Despite the extensive development of this issue in corporate fi-
nance theory, there is still vigorous debate surrounding the choice of instruments for
stimulating enterprise market capitalization in terms of studying the relationship with
the dynamics of equity and cash flows.
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Firstly, because enterprise market capitalization is most often characterized by its dominant value-based nature, expressed
in its relationship with the value of the enterprise (Herciu, 2018; Sari Permata & Alkaf, 2020), the market value of its
issued shares (Manu, 2018; Kumar et al., 2021), as well as capital growth (Kuvshinov & Zimmermann, 2022). An alternative
is an approach that considers expectations of future benefits from the efficiency of enterprise operations and is formed
based on current and future cash flows (Wang, 2022; Laghari et al., 2023). A compromise solution should be an approach
that models the degree and strength of the influence of financial and non-financial instruments in order to further system-
atize management decisions regarding the optimization of the dynamics of equity and cash flows. This is precisely what
has been done in this study.

Secondly, this is driven by the trends in the development of financial and non-financial markets (Schmidhuber, 2021),
which determine the priority in selecting the appropriate toolkit to influence the dynamics of the researched metrics. In
particular, economic growth will have a favourable effect on the formation of such trends, stabilization will form neutral
influences, while decline and stagnation or crisis manifestations will have a negative effect on the development of such
trends.

Thirdly, this is determined by the significance of studying the impact specifically on the dynamics of enterprise equity
(Friedrich & Guerin, 2020) and cash flows (Derrien et al., 2022), which can significantly influence market capitalization and
enterprise value metrics. Thus, the relationship between the nature of market capitalization formation and the dynamics
of its capital highlights the importance of the equity metric, which, when invested in long-term assets, is characterized by
high capitalization capable of approaching 100%. Through cash flows, the market value of the enterprise is determined
and a plane of instruments of direct influence on the stimulation of market capitalization is formed.

Fourthly, there is also a lack of established approaches to evaluating the impact of financial and non-financial instruments
on the dynamics of enterprise equity and cash flows, as well as their differentiation according to the degree and direction
of influence.

Fifthly, evaluating the impact of key instruments on equity and cash flows should be accompanied by corresponding
financial decisions that have long-term perspectives and shape financial strategic opportunities (Kryvovyazyuk & Strilchuk,
2016). However, in practice, due to the influence of subjective and objective factors, such decisions tend to be predomi-
nantly narrow-focused and fragmented.

The mentioned points indicate the relevance of the developed theme aimed at addressing the complex scientific and
applied task outlined in the work.

LITERATURE REVIEW

The exploration of possibilities and ways of increasing enterprise market capitalization has always been at the centre of
the attention of modern scientists. At the same time, their thoughts on how to accomplish this, which financial and non-
financial instruments to utilize, and which methods to apply for evaluating their impact have significantly varied. Addition-
ally, their choices were influenced by whether they were directly evaluating stocks of companies traded on the stock
exchange or companies whose market value is formed outside of stock exchange trading, which is characteristic of Ukrain-
ian enterprises lacking sufficient investment attractiveness.

It has been proved that for assessing the impact of financial instruments, there is a positive correlation between market
capitalization and the ratio of indicators such as price/earnings, operating income/earnings per share, and working capital
per share, and a negative correlation between market capitalization and ROE, ROA, and profit margin, the impact of which
on the target indicator is evaluated using multiple regression models (Al-Afeef, 2020; Pavone, 2019). However, the authors
themselves note that the variables considered are not decisive factors, and the lack of analysis of the formation charac-
teristics of the selected evaluation instruments, as well as their relationship with the financial decisions made based on
research results, pose significant limitations to the implementation of the proposed approaches.

In other studies, indicators of environmental, social, and corporate governance (ESG) have been chosen as measures of
the impact of non-financial instruments on market capitalization, which are becoming increasingly important and popular
among investors. Among financial instruments, value-added, calculated based on the consolidated financial statements of
companies, has been identified as key (Serban et al., 2022).

Herciu (2018) evaluates and demonstrates the correlation between market capitalization and company value, brand value,
and corporate reputation. To assess the impact of both financial and non-financial instruments on market capitalization,
similar to previous academic research, a multiple linear regression model was applied. That is, determining the direct
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influence of the selected instruments on a company’s market capitalization is the predominant approach used in the
scientific works of modern scientists. A significant drawback is that it does not allow for determining potential reserves,
structuring such impact instruments properly, and forming a system of targeted recommendations for managerial decision-
making to stimulate enterprise market capitalization, whether through increasing their equity, cash flows, or comprehen-
sively.

At the same time, in the conditions of the development of market relations in Ukraine, it is important to pay attention to
the fact that because of the accumulation of capital, capitalization becomes an important factor in the transformation of
its market. Current realities in the Ukrainian economy limit the widespread use of enterprise market capitalization both in
assessing their current state and in determining future development prospects (Pronko et al., 2021). This is due to the
significant economic problems caused by the hostilities on the territory of Ukraine since 2014, the weak development of
the domestic stock market, and the high price of borrowed resources in the period 2010-2021. Consequently, exploring
the influence of financial and non-financial instruments on business capital, particularly the metric of equity characterized
by high capitalization, emerges as a logical pursuit.

To analyze the capital of enterprises from the standpoint of managing its structure, scientists mainly use the method of
comparative analysis of changes in order to assess the impact of external risks and crisis factors in the past, as well as
predict changes in the capital structure (Bagatska et al., 2020). The cost of equity is an important element of the financial
decision-making process of a business. Hence, some authors emphasize the importance of thoroughly studying the influ-
ence of numerous indicators on its dynamics, including ownership structure, dividend policy, ability to forecast financial
results, earnings stability, capital flexibility (internal), as well as long-term and short-term interest rates, inflation, sovereign
debt, and risks associated with the banking system and financial market (external) (Mokhova & Zinecker, 2019). Evaluating
their impact on equity is also conducted using multiple regression models. At the same time, there are other approaches
to evaluating company capital (Klimek, 2020). It's worth noting that the selection of impact instruments in each specific
case is based on rating assessments and prioritizing the influence on the resultant metric (equity). The disclosure of
information about financial instruments also has an indirect impact on the cost of equity (Yamani et al., 2021).

The concept of cash flow plays an important role in the modern theory of financial analysis (Bukvic & Pavlovic, 2023).
Assessing the impact of financial and non-financial instruments on cash flows is considered by scholars from two perspec-
tives: traditional (Laghari et al., 2023; Giil & Tastan, 2020) and non-traditional (Kulakov & Kastro, 2018) cash flows. In
particular, for the first case, the methodology of generalized estimating equations is used to study the impact of changes
in cash flow indicators and metrics, the advantage of which over other methods is its “ability to reliably estimate the
variances of regression coefficients for data samples that show a high correlation between repeated measurements”
(Laghari et al., 2023). Another paper examines the impact of monetary policy, financial macroeconomic conditions, and
the global financial crisis (external instruments) on the sensitivity of cash flows to firms’ fixed asset investments for two
samples: listed and unlisted firms (Gul & Tastan, 2020). These results are interesting in terms of the instruments used for
the analysis and the similarity with the development of the stock market in Ukraine, where more attention is paid to
unlisted firms. Taking into account the fact that some instruments have a borrowing cash flow (non-traditional cash flow),
Kulakov & Kastro (2018) discuss how to use the generalized net present value method to calculate the yield of a financial
instrument with a non-traditional cash flow based on the average rate of return. At the same time, this approach is limited
to banking operations.

Among the instruments of stimulating influence on the market capitalization of enterprises, researchers also identify foreign
investment (Kim & Jo, 2019), certain types of securities (Uchendu, 2023), intangible assets, research and development
costs (Postuta & Chmielewski, 2019), and technological changes (Yemelyanov et al., 2022).

A review of the scientific literature demonstrates certain shortcomings of the applied scientific approaches, which are most
often limited to assessing the impact of financial instruments on equity and cash flows, and the indicators used for the
assessment do not allow for the preparation of a proper justification for financial decision-making. This is due to the limited
number of analyzed instruments of influence on equity and cash flows, and the lack of a comprehensive approach to
addressing the issues under study. At the same time, the above indicates the expediency of using multiple linear regression
models for such an assessment. The above convinces us of the need to develop theoretical and methodological foundations
and practical recommendations for assessing the impact of financial and non-financial instruments on equity and cash flow
indicators on the basis of an integrated approach, with a view to preparing the necessary information database for financial
decision-making.
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AIMS AND OBJECTIVES

The main purpose of this study is to demonstrate how the impact of indicators of financial and non-financial instruments
on the equity and cash flows of enterprises forms an appropriate basis for making managerial decisions to increase the
market capitalization of an enterprise.

In order to achieve this goal, the following tasks have been solved:

= to build an architecture of the impact of instruments for stimulating the market capitalization of an enterprise on the
dynamics of equity and cash flows;

=  to determine the impact of indicators of financial and non-financial instruments on the equity and cash flows of
machine-building enterprises of Ukraine;

= differentiation of financial and non-financial instruments in accordance with the degree and direction of influence of
their indicators on the dynamics of equity and cash flows of machine-building enterprises of Ukraine is carried out;

= a system of managerial decisions on the implementation of a toolkit to stimulate the market capitalization of machine-
building enterprises of Ukraine is proposed.

METHODS

In the framework of our study, we propose a comprehensive scientific approach to solving the problem of adequate
assessment of the impact of financial and non-financial instruments on the equity and cash flows of Ukrainian machine-
building enterprises, which is intended to clarify the system of decisions on increasing their market capitalization.

For this purpose, in the research process, we used the following methods: generalization and grouping — to build the
architecture of the impact of the toolkit for stimulating the market capitalization of an enterprise on the target indicator,
multiple linear regression models — to determine the impact of indicators of financial and non-financial instruments on the
equity and cash flows of an enterprise, the method of direct ranking — to determine the degree and direction of influence
of indicators of financial and non-financial instruments on the dynamics of equity and cash flows, the method of establishing
cause-and-effect relationships — for the formation of a system of management decisions to implement toolkit to stimulate
the market capitalization of an enterprise, logical generalization and analytical method — for formulating conclusions.

The formation of the information database was carried out using the targeted sampling method based on the consolidation
and processing of financial statements of machine-building enterprises for the period 2010-2021. 189 joint-stock compa-
nies representing the heavy, medium and general machine-building industries were included in the studied sample of
machine-building enterprises, taking into account the specifics of market capitalization formation in accordance with the
stock and financial aspects. Subsequently, taking into account their specialization and indicators of stability of business
activity, availability of financial and economic statements and databases, geographical representation, issuance activity
and the impact of military factors, their number was reduced to 12, including JSC “Ukrainian Energy Machines”, PJSC
“Dnipropetrovsk Aggregate Plant", PJSC “Novokramatorsky Mashinostroitelny Zavod”, JSC “Dneprotyazhmash”, JSC “*Motor
Sich”, JSC “Hidrosyla”, JSC “Sumy plant Nasosenergomash”, PJSC “Kalynivsky Machine Building Plant”, PJSC “SKF Ukraine”,
JSC “Dnieper Railway Switch Plant”, JSC “Kriukov Car Building Works”, PJSC “Dniprovagonmash”. Their share in the volume
of sold products in the machine-building industry amounted to 15.5% in the reporting period.

The impact of indicators of financial and non-financial instruments on the equity and cash flows of machine-building
enterprises is determined using a multiple linear regression model since it most adequately allows for establishing the
relationship between the selected values and assessing their quantitative impact on the resulting indicator. This is also due
to the formation of a sample with a significant number of factors while ensuring a high level of mathematical accuracy of
the results. An overview of the model used is presented below:

Y=ap+a XX;+a, X Xo+...4a, XX, +e (1)
where Y — indicator of representative enterprises’ equity/cash flow; X,, X,, ... , X, — defined incentive instruments for
increasing the market capitalization of enterprises; a,, a,, ... , a, — modelled value of the strength of the incentive instru-

ments; e — error value (random variable).

In order to scale the direct values of the indicators to their uniformity, the initial data were further standardized.
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The sample of the studied incentive instruments that could affect equity/cash flows included 36 indicators that took into
account the impact of financial markets (debt capital, insurance, securities, currency, metals, real estate) and non-financial
instruments (technological, innovative, organizational, internal investment, operational, and liability management) and
were statistically significant. The selected indicators became the basis for building models of the impact of financial/non-
financial instruments to stimulate market capitalization on the equity/cash flows of machine-building enterprises. As a
result of subsequent observations, the resulting variables were selected from among the analyzed indicators by checking
the pairwise correlation coefficients of all variables and the calculated significance levels for each of the analyzed models.

Determination of the degree and direction of influence of the instruments is based on their rank division, which is based
on the results of the regression analysis of representative indicators and selected components of market capitalization. In
the context of the analysis, the following ranks are allocated: Rank A — high level of direct influence; Rank B — medium
direct influence; Rank C — low direct influence; Rank D — low indirect influence; Rank E — medium indirect influence; Rank
F — high indirect influence. The rank ranges were calculated using the direct ranking method by determining the step of
negative and positive values based on the minimum (for the step of negative values) and maximum (for the step of positive
values) regression parameters. A significant advantage of this method is its ease of use.

The results obtained are transformed into a model of ranked instruments to stimulate the market capitalization of machine-
building enterprises, which demonstrates the relationship between the degree and direction of influence on the dynamics
of their equity and cash flows, providing the formation of an information database for making decisions on the further use
of financial and non-financial instruments to stimulate the increase of their market capitalization.

Thus, the results of the study obtained at the previous stages serve as a starting point for the formation of a system of
management decisions on the implementation of tools to stimulate the market capitalization of an enterprise. Taken to-
gether, this is aimed at increasing the equity capital and increasing the cash flows of the analyzed enterprises.

RESULTS

The architecture of the impact of instruments for stimulating the market capitalization of an enterprise on
the dynamics of equity and cash flows

In the context of the stimulating impact on the market capitalization of an enterprise, we propose to divide the instruments
into financial and non-financial ones, which is due to the dual nature of the interpretation of the essence of market
capitalization (Figure 1).

Financial instruments of:
market of loan capital, insurance
market, securities market, foreign
exchange market, metals market, and
real estate market instruments

Non-financial instruments
technological, innovative,
organizational, internal investment,
operational, liability management

Stimulating influence on enterprise market capitalization

Figure 1. Financial and non-financial instruments for stimulating enterprise market capitalization from the standpoint of their impact on
the dynamics of equity and cash flows.

In the context of the use of financial instruments by enterprises, the task of increasing the efficiency of financial resources
management and further development of a system of measures to optimize the process of their attraction and use was
solved. In order to achieve these goals, in the context of the main financial markets the following instruments were
systematized: instruments of the market of loan capital (effective use of the range of banking services), the insurance
market (implementation of insurance services in the company's activities), the securities market (raising capital by issuing
securities), the foreign exchange market (effective use of exchange rate differences and their dynamics), the metals market
(stockpiling and effective use of metals for technical and investment purposes), and instruments of real estate market
(mortgage loans, purchase and sale of land plots, etc.).
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Within the framework of the formation of the non-financial plane and the appropriate use of non-financial instruments,
the task of increasing the efficiency of the enterprise is solved. At the same time, there is a need to distinguish such
instruments in terms of external and internal components of the non-financial plane and to further differentiate them
based on the nature of the formation of the relevant instruments.

In terms of the external component, which is formed outside the enterprise and is determined by global and national
market trends, peculiarities of development of productive forces at a particular stage, etc., it is proposed to divide non-
financial instruments into technological (implementation of advanced technologies available on the market), innovative
(production of new products or creation of qualitatively new solutions) and organizational instruments (use of best practices
in the field of building and organizing operational activities).

Non-financial instruments in terms of the internal component, which, being generated within the enterprise, is determined
by the results of the optimal use of its internal potential, we propose to divide it into operational instruments (aimed at
improving the operational activities of the enterprise), internal investments (expansion by redirecting the available funds
of the enterprise to the implementation of investment projects), liability management tools (optimization of incoming and
outgoing obligations of the enterprise).

The architecture of the influence of instruments for stimulating the market capitalization of an enterprise on the dynamics
of equity and cash flows demonstrates the system of interrelations that is formed in the process of finding management
solutions that will ensure the increase of the enterprise’s market capitalization.

The impact of financial and non-financial instrument indicators on the equity and cash flows of Ukrainian
machine-building enterprises.

To determine the impact of financial instruments on the amount of equity of representative enterprises, we will form a
table of initial data within the framework of the main capital-forming indicators of the main financial markets (Table 1),
the results of standardization of which are summarized in Table 2.

Table 1. Data for calculating the impact of financial instruments to stimulate market capitalization on the equity of machine-building
enterprises. Notes: Y — the value of equity of representative enterprises, UAH billion; X; — the amount of loans granted by banks to business entities,
UAH billion; X, — the amount of bank liabilities to business entities, UAH billion; X5 — provision of factoring services, UAH billion; X, — the amount of funds
lent by financial organizations, UAH billion; X5 — the value of financial leasing agreements concluded with legal entities, UAH billion; X, — net insurance
payments, UAH billion; X, — the value of the Ukrainian stock index UX, UAH; Xg — the value of the S&P 500 index of the US stock market, USD; X, — Eu-
ronext 100 index of the European stock exchange of the same name, EUR; X;, — official NBU exchange rate of the USD to the Ukrainian, UAH; X;, — price
per 1 ounce of gold (London fixing), USD; X, — price per 1 ounce of silver (London fixing), USD.; X,; — volume of mortgage loans to non-financial corpo-
rations, UAH billion.

Varia- Research period
bles 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
X 508.2 580.9 609.2 698.8 802.6 830.6 840 864.4 919.1 821.9 749.3 795.5
X, 144.0 186.2 202.6 234.9 261.4 318.6 369.9 404 406.4 498.2 646.5 758.4
X3 6.4 6.9 11.7 10.0 23.5 16.6 16.9 31.4 48.1 56.5 84.8 72.4
X4 0.02 0.2 1.2 2.6 3.4 1.8 5.8 26.9 51.9 79.2 89.2 125.5
Xs 5.0 11.3 14.7 31.5 7.2 6.2 9.8 12.8 21.5 24.6 24.1 39.1
Xe 5.9 4.7 5.0 4.5 4.9 7.6 8.6 10.3 12.4 14.0 13.6 13.2
X, 2493.2 1476.7 973.6 910.0 1033.6 685.9 795.8 1339.1 1710.7 1518.7 1617.1 1738.2
Xg 1256.8 1265.3 1413.6 1782.6 1995.0 1940.2 2278.9 2823.8 2704.1 3225.5 3714.2 4515.6
Xy 690.8 592.9 684.3 786.6 906.3 874.3 916.7 1063.0 973.1 1120.2 1085.4 1318.5
X10 7.91 7.97 7.99 7.99 15.18 23.47 25.74 26.75 27.95 24.19 28.28 26.66
X11 1368.5 1598.0 1656.0 1226.0 1172.0 1106.4 1189.5 1314.9 1292.2 1553.6 1943.2 1792.6
X12 40.5 29.2 30.4 20.2 16.4 14 16.5 17.1 15.8 17.9 27.5 22.5
X13 4.6 4.7 1.1 4.1 3.6 1.7 1.3 3.8 1.8 1.1 1.2 0.5
Y 11.8 14.7 19.1 21.6 24.1 29.6 31.7 38.3 40.7 38.3 40.6 42.6
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Table 2. Standardized data for calculating the impact of financial instruments to stimulate market capitalization on the target indicator.

Varia- Research period

bles 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
X; -1.926 -1.351 -1.127 -0.419 0.403 0.624 0.698 0.892 1.324 0.555 -0.019 0.346
X, -1.194 -0.970 -0.883 -0.712 -0.572 -0.268 0.003 0.184 0.197 0.683 1.469 2.062
X3 -0.953 -0.935 -0.757 -0.820 -0.319 -0.575 -0.564 -0.026 0.593 0.905 1.954 1.494
X, -0.740 -0.736 -0.713 -0.681 -0.663 -0.700 -0.608 -0.124 0.449 1.075 1.304 2.137
Xs -1.137 -0.556 -0.242 1.310 -0.934 -1.027 -0.694 -0.417 0.386 0.673 0.626 2.012
Xe -0.742 -1.057 -0.978 -1.110 -1.005 -0.296 -0.033 0.414 0.965 1.386 1.281 1.175
X, 2.217 0.232 -0.750 -0.874 -0.633 -1.311 -1.097 -0.036 0.689 0.314 0.506 0.743
Xg -1.128 -1.119 -0.974 -0.613 -0.406 -0.459 -0.128 0.405 0.288 0.798 1.276 2.060
X -1.081 -1.547 -1.112 -0.624 -0.054 -0.207 -0.005 0.692 0.264 0.965 0.799 1.910
X10 -1.260 -1.254 -1.251 -1.251 -0.447 0.481 0.735 0.848 0.982 0.561 1.019 0.838
X1 -0.245 0.608 0.824 -0.775 -0.976 -1.219 -0.910 -0.444 -0.529 0.443 1.891 1.332
X1z 2.274 0.860 1.010 -0.267 -0.743 -1.043 -0.730 -0.655 -0.818 -0.555 0.647 0.021
X13 1.370 1.434 -0.869 1.050 0.730 -0.485 -0.741 0.858 -0.421 -0.869 -0.805 -1.253

Y -1.614 -1.348 -0.945 -0.717 -0.488 0.016 0.208 0.813 1.032 0.813 1.023 1.206

Independent variables X;-Xs are representative indicators of the debt capital market, variable X, — of the domestic insur-
ance market, variables X,-X, — of the securities markets, variable X,, — of the foreign exchange market, variables X;,-X,
— of the metals market, and variable X,; — of the real estate market.

In order to exclude from the model, the factors that do not have an impact on the dependent variable, as well as to avoid
the phenomenon of multicollinearity of the factor (dependent) variables, a correlation analysis of all variables was carried
out. The analysis based on the Statistica 10.0 software allowed to form a multivariate regression model of the impact of
financial instruments to stimulate market capitalization on the equity of representative enterprises:

Y = 0.661X; + 0.205X, + 0.443X5 + 0.182X, + 0.202X; )

where X, — is the amount of loans granted by banks to economic entities; X, — the value of financial leasing agreements
concluded with legal entities; X — official NBU exchange rate of the US dollar to the Ukrainian hryvnia; X, — the price per
1 ounce of gold (London fixing); Xs — the price per 1 ounce of silver (London fix).

The model illustrates that bank lending and the official NBU exchange rate of the US dollar to the Ukrainian hryvnia, which
represent the instruments of the debt capital market and the foreign exchange market, have the greatest impact on the
formation of equity capital of machine-building enterprises. This dependence emphasizes the significant role of the banking
sector and the high impact of currency fluctuations on the activities of enterprises, which is due to their export-oriented
nature.

The obtained results demonstrate a high level of adequacy of the constructed model, as evidenced by the values of the
multiple correlation coefficient (R = 0.997), the coefficient of determination (R? = 0.994) and the adjusted coefficient of
determination for the number of observations and the number of parameters (Adj.R? = 0.989). As well as the Fisher's
adequacy criterion, the value of which (190.4) exceeds the table value.

The calculations for the other models were performed in a similar manner. The final results of the regression analysis are
summarized in Table 3.
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Table 3. Summary results of multivariate regression analysis of indicators of incentive instruments for market capitalization of ma-
chine-building enterprises. Note: factors with the most significant impact are in italics.

Ob- Groups of tools
gfe f't:_ Non-financial
Financial
pact External Internal
Y = 0.661X; + 0.205X, + 0.443X; + 0.182X, B B B Y = 0.057X; — 0.104X, + 1.235X; +
+0.202X; Y= 0422X, - 0.424X;, — 0.214X; +0930Xs, | 550x, 1 0.136X, + 0.157X, — 0.462X,,
where X, — the amount of loans granted by where X; — the cost of purchasing non-cur-
banks to economic entities; where X, — the amount of R&D services ex- | "ot 25S€tS; o
> X, — the value of financial leasing agree- ported by domestic enterprises; X, — the value of current financial invest-
3 ments concluded with legal entities; X, — the sum of R&D services imported by ments; o )
™| X, - official NBU exchange rate of the US | domestic enterprises; X3 —amount of depreciation and amortiza-
dollar to the Ukrainian hryvnia; X, — the sum of scientific and technical ser- tion; N )
X, — price per 1 ounce of gold (London fix- vices imported by all domestic enterprises X, — additional capital;
ing); X, — the price growth index for manufactur- | Xs — increase in work in progress;
X5 — price for 1 ounce of silver (London fix- | ers of machine-building products. X, — tax burden ratio;
ing). X, — current accounts payable for products.
}1’(;5—)?-8:%);18;)}-3_2%XZ7‘*1‘)(()-3:4())(;;'2X N Y = —0.984X, + 1.403X, — 1.089X; + Y = 0.134X, + 0.904X, + 0.218X; —
0.634X4 3'541)(5 ’ e 7 0.453X, — 1.236X5 + 0.749X,, 0.181X,,
. 8~ O 97
where X; — the amount of loans granted by
banks to economic entities;
X, — provision of factoring services; where X, — the volume of exports of high-
. . tech domestic products;
" X5 —amount of funds lent by financial or- .
2 ganizations; X, — the amount of R&D services exported where X, — is the cost of purchasing non-
kel . by domestic enterprises; current assets:
= X, — net insurance payments; X —th £ R&D services imported b "
] . : . 3 —theé sum o services imported by X, — level of operating profitability;
8 X5 — Ukrainian stock index UX; domestic enterprises; XZ _ .p kg' p ty
; . - increase in work in progress;
X — S&P 500 index of the US stock market; | x. _ the sum of scientific and technical ser- 3 . prog
X, — official NBU exchange rate of the US vices imported by all domestic enterprises X, — tax burden ratio;
dollar to the Ukrainian hryvnia; X5 — the share of R&D expenditures in GDP;
Xg N price per 1 ounce of gold (London fix- X, — the number of registered utility models
ing); in the field of mechanical engineering.
X, — price for 1 ounce of silver (London fix-
ing).

The summary results of the multivariate regression analysis of the indicators of stimulating instruments of the market
capitalization of machine-building enterprises show that the most stimulating impact on the dynamics of their equity was
made by such a financial instrument as the amount of loans granted. Among non-financial instruments, the most stimu-
lating impact had price growth (external) and the amount of depreciation and amortization (internal). As for the impact
on the cash flows of machine-building companies, the most negative impact on the change in the target indicator among
financial instruments was made by the volume of loans granted by commercial banks and the volume of factoring services.
The stock market development, changes in the US dollar exchange rate, and the dynamics of gold and silver prices had a
positive impact. Regarding the impact of non-financial instruments, among external instruments, the largest negative
impact was made by the volume of exports of high-tech domestic products and the share the share of R&D expenditures
in GDP. The growth in the number of registered utility models had a positive impact. Among internal non-financial instru-
ments, the most significant positive impact on the cash flows was the growth of operating profitability.

The obtained research results are the basis for determining the degree and vector of influence of financial and non-financial
instrument indicators on the dynamics of equity and cash flows of machine-building enterprises of Ukraine.

Differentiation of financial and non-financial instruments according to the degree and influence direction
of their indicators on the dynamics of equity and cash flows of Ukrainian machine-building enterprises

For further interpretation of the research results, it is important to rank financial and non-financial instruments for increas-
ing the market capitalization of machine-building enterprises. This is significantly facilitated by the authors’ developed
method of analyzing the stimulating impact on market capitalization, which demonstrates the degree and direction of
influence of the main instruments, in particular, in the context of their groups, on the target indicator. In the developed
model, the ranges of ranks are calculated using the direct ranking method, meaning by determining the step of negative
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and positive values based on the minimum (for the step of negative values) and maximum (for the step of positive values)
regression parameters (Figure 2).

Equity Cash flows
Loan capital market instruments | 1(F) || 3(6) || 4(C) |
2 .
é Foreign exchange market instruments
e I
g Metal market instruments
.8
E Insurance market instruments
£
Seaurities market instruments
- | 1© || 120 || 13(D) | Technologicalinstruments | 14(D) || 13(Q) || 12(0) || 11 (A |
c o}
g 5 Organizational instruments Innovative instruments | 17 (B) || 16 (E) |
™
2 I
.‘Eu 18 (C) 19 (D) 20 (A) 21 (C) | Internal investment instruments 18 (C)
g | w :
E g Operational instruments | 2308 || 2200 |
| 24 (C) || 25 (D) | Liability management instruments
|

Rank: (A) — High direct impact; (B) — Medium direct impact; (C) — Low direct impact; (D) - Low indiredt impact; (E) — Medium
indirect impact; (F) — High indirect impact.

Instruments:

1. Bank lending; 2. Financial leasing; 3. Factoring; 4. Non-bank lending; 5. Exchange rate differences; 6. Investment metals; 7.
Technical metals; 8. Insurance; 9. Domestic exchangetraded investment funds; 10. Foreign exchange-traded investment
funds; 11. Own research and development; 12. Involved foreign research and development; 13. Foreign services received in
the field of science and technology; 14. Development of innovative high-tech products; 15. Pricing policy of machine-building
enterprises; 16. State funding in the field of research and development; 17. New technological solutions; 18. Production
investments; 19. Financial investments; 20. Depreciation and amortization; 21. Additional capital; 22. Work in progress;
23. Operating profitability; 24. Tax burden; 25. Accounts payable for products and goods.

Figure 2. Model of ranked instruments for stimulating market capitalization of machine-building enterprises.

It is established that among the above financial instruments, the broadest range of impact (both on equity and cash flows)
is provided by: bank lending — from the standpoint of reflecting the amount of loans granted by banks to business entities;
investment metals — outlined by the price of 1 ounce of gold; industrial metals — formed by the price of 1 ounce of silver,
due to the active use of this metal in industrial production.

Among the analyzed non-financial external instruments, the broadest range of impact have: own and foreign research and
development — measured by the amounts of research and development-related services exported and imported by enter-
prises; foreign services received in the field of science and technology — measured by the amount of scientific and technical
services imported by enterprises.

The results of creating a model of ranked instruments for stimulating the market capitalization of machine-building enter-
prises serve as a basis for further development of a system of management decisions on increasing equity and cash flows.
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Formation of a system of managerial decisions for implementation of the toolkit to stimulate market capi-
talization of Ukrainian machine-building enterprises

Modern management, based on the analysis of the influence of financial and non-financial instruments on the dynamics
of equity and cash flows, to ensure comprehensive impact on the growth of market capitalization of the researched ma-
chine-building enterprises, requires comprehensive approaches to address the set tasks. This is primarily due to the im-
portance of considering all useful results for managers, orientation towards achieving long-term goals, and the necessity
of comprehensive justification of implemented managerial decisions. Accordingly, we recommend a number of practical
measures in these areas.

1. In the sector of developing and adopting finance-oriented managerial decisions to ensure the use of appropriate
instruments of stimulating of:

= the equity of machine-building enterprises: through optimizing the use of the “financial leverage” effect, minimizing
devaluation risks by preserving existing capital in currency, and utilizing financial leasing for acquiring fixed assets;

= the cash flows of enterprises: by minimizing the volumes of consumer credits used, stimulating product exports to
optimize the impact of exchange rate differences, and hedging production risks;

= both equity and cash flows simultaneously: based on restructuring loans with high interest rates, as well as through
optimizing raw material prices by exploring alternative suppliers.

2. In the sector of preparation and adoption of non-financial external decisions, which will optimize the increase of:

. enterprise equity: by raising product prices while minimizing the negative impact on demand levels;
= cash flows of machine-building enterprises: by ensuring technological upgrading of the enterprise through the imple-
mentation of new technological solutions;

= both equity and cash flows simultaneously: through the implementation of in-house research and development, as
well as leveraging advanced international experience in technology transfer.

3. In the sector of justifying non-financial internal decisions to promote the implementation of instruments for
enhancement of:

. equity — when establishing the most economically feasible useful life of property, implementing the most efficient
depreciation mechanisms, and increasing requirements for financial investment selection standards;

= cash flows — by maximizing the level of operating profitability of the enterprise through the implementation of an
integrated approach, increasing requirements for the standards of production investments selection;

= equity and cash flows — in normalizing the level of work-in-progress, optimizing production-related accounts payable
and preventing the emergence of overdue, doubtful or irrecoverable accounts receivable.

The recommended system of managerial decisions (Figure 3) will ensure the implementation of instruments to stimulate
the market capitalization of machine-building enterprises in terms of increasing indicators of equity, cash flows, or a
combination of these indicators comprehensively.
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Figure 3. Management decisions system for implementing the toolkit to stimulate market capitalization of Ukrainian machine-building
enterprises.

The results of regression analysis regarding the correlation between the stimulating instruments of market capitalization
and the metrics of equity and cash flows, along with the developed model of ranked instruments and management deci-
sion system for the application of capitalization stimulation toolkit in machinery enterprises, serve as the basis for further
optimization of enterprise market capitalization. This optimization is approached from the perspective of refining the ob-
jective component of the capitalization management mechanism and implementing effective management measures in
the context of capital structure optimization.

DISCUSSION

The analysis carried out in the article allows to determine which indicators of financial and non-financial instruments and
to what extent affect the dynamics of equity and cash flows of machine-building enterprises. In addition, the results of the
analysis serve as an analytical basis for developing a system of management decisions that will have a positive impact not
only on the dynamics of equity and cash flows but also indirectly contribute to the increase in the market capitalization of
the enterprise. At the same time, it should be mentioned that the market capitalization of domestic enterprises, in particular
machine-building enterprises, is much lower compared to similar indicators of European or American companies. The main
obstacles to the increase of equity and cash flows of enterprises, and therefore the growth of the market capitalization of
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machine-building enterprises, are the low level of efficiency of financial management of domestic enterprises, insufficient
level of introduction of own research and development, weak development of the stock market, low investment attractive-
ness of enterprises due to high depreciation rates of fixed assets and low rates of technological re-equipment, low opera-
tional efficiency, use of credit resources with high interest rates, unfavourable country export policy, hostilities on the
territory of Ukraine in centres of concentration of industrial enterprises, including machine-building enterprises. On the
other hand, this lag is also due to the constant introduction of innovations in business, including in the financial sector
(Kryvovyazyuk et al., 2023), to which Ukrainian machine-building enterprises are unable to respond in a timely manner.

Due to the novelty of the methodology implemented in the article, it is difficult to conduct a comprehensive comparison of
the results obtained with the results of previous studies. The research findings presented in this work are only partially
reflected in the scientific works of other researchers, primarily at the level of assessing the impact of financial and non-
financial instruments on equity and cash flows as separately researched indicators or on the overall market capitalization
of the enterprise.

In particular, Mokhova & Zinecker (2019) identified that among the indicators of financial and non-financial instruments
for Czech companies, significant influences on the value of equity have informational asymmetry, corporate governance,
and financial performance (internal environment), long-term and short-term interest rates, inflation, government debt,
credit and financial risks associated with the banking system (external environment). The proposed solutions are focused
on increasing the number of companies entering the public and private equity markets and improving the efficiency of
financing choices in the business environment. It can be concluded that such results are only partially consistent with the
obtained in the article, which can be explained by significant differences in the indicators of economic development be-
tween Ukraine and the Czech Republic, as well as the conditions in which enterprises operate.

Gll & Tastan (2020) note the importance of studying the impact on cash flows of some external instruments. They prove
that the marginal effect of cash flow on investment may vary depending on the central bank’s monetary policy, financial
macroeconomic conditions, and the impact of the global financial crisis. The macroeconomic perspective on the researched
issue has undeniable value, which is both an advantage and a disadvantage. This is because a narrowly focused analysis
does not provide a comprehensive understanding of the impact of instruments and, as a result, does not consider the
internal nature, particularly the non-financial instruments.

A certain addition to the research results obtained in the article can be considered the proposals of some authors to use
the method of generalized estimating equations when studying the impact of changes in cash flow indicators. The method
allows for obtaining more accurate results in assessing the impact of indicators, which is achieved through improved
estimation of the variance of regression coefficients for data samples (Laghari et al., 2023).

As ways of increasing market capitalization, the works suggest attracting foreign and domestic investors to purchase shares
by getting to know the markets in which companies operate, relying not on the fact of presence of shares on stock
exchanges, but on the reputation of the company, as well as high rates and stability of dividend payments (Sénmezer &
Sozen, 2014). However, these ways can also be criticized, considering the conditions of implementation of Ukrainian
machine-building businesses today.

At the same time, we should not ignore the proposals of scientists to improve methods for assessing the impact of financial
and non-financial instruments on the dynamics of equity and cash flows and increasing the market capitalization of enter-
prises. It is better to consider them as a harmonious addition to this article, because today’s market conditions are fast-
moving, and management decision-making requires the preparation of information databases of problems and solutions
for finding opportunities to solve the tasks set by financiers.

CONCLUSIONS

The scientific approach outlined in the paper solves the problem of adequately assessing the impact of financial and non-
financial instruments on the equity and cash flows of Ukrainian machine-building enterprises, providing an opportunity to
refine decisions regarding the increase of their market capitalization. The novelty of this research lies in the integration of
such components of the process as “methodology — evaluation — result — decision” which was absent in previous scientific
publications by scholars on the addressed issue. At the same time, this approach is part of the authors’ vision of the
management decision-making process in the context of optimizing the use of equity and cash flows to determine the
stimulating impact of financial and non-financial instruments.
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The article clarifies the instruments for increasing the market capitalization of an enterprise from the standpoint of its
grouping in terms of financial and non-financial dimensions. The results of the study have proved the need for a compre-
hensive and simultaneous assessment of the impact of both financial and non-financial instruments on the indicators of
equity and cash flows of enterprises through the integrated use of grouping methods, linear multivariate regression, direct
ranking, establishing cause and effect relationships, logical generalization and analytical. This allows for a comprehensive
view of further financial management decision-making.

The application of the linear multiple regression method confirmed the feasibility of increasing market capitalization in
terms of the growth of equity capital and cash flows of the enterprise, as evidenced by the established interdependence
among the 36 analyzed indicators and the defined performance metrics. In particular, the most influential indicators of
financial and non-financial instruments during the period 2010-2021 for Ukrainian machine-building enterprises were iden-
tified as bank lending, investment and technical metals, research and development costs, foreign scientific and technical
services received, production investments, work-in-progress and accounts payable for products, goods, works.

On the basis of the obtained results, a model of ranked tools for stimulating the market capitalization of machine-building
enterprises was developed. The model illustrates the relationship between the degree and direction of the influence of
financial and non-financial instruments (external and internal) on the equity of enterprises and their cash flows. The
developed model became the basis for the formation of a system of management decisions to increase the market capi-
talization of enterprises by increasing their equity and cash flows.

The use of the system of methodological recommendations and developments proposed in the article is of practical value
for domestic machine-building enterprises, as they summarize the results of their practice over a long period of time and
in today’s conditions. They will also be of interest to foreign companies that operate in an underdeveloped stock market
and should focus on optimizing their financial activities, including creating conditions for the growth of equity and cash
flows.

Further research and development should be directed towards the formation of a mechanism for managing the market
capitalization of enterprises, which, based on the results of assessing the impact of financial and non-financial instruments
on equity and cash flows, will determine promising areas for increasing the value and market capitalization of enterprises.
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Baxosny 1., Kpusosazok 1., Kosaneyyk H., Kosasibcoka /1., Jopow B., BypbaH O.

OLUIHIOBAHHS BIMJINBY ®IHAHCOBUX I HEGIHAHCOBUX IHCTPYMEHTIB HA BJIACHUW
KANITAJ I rPOLLUOBI MOTOKW SIK OCHOBA YXBAJIEHHSA YMPABJIIHCbKUX PILUEHDb I3
HAPOLLEHHA PUHKOBOI KANITANI3ALII NIANPUEMCTB

PvHKoBa KaniTanisauis NiaNpPUEMCTBA € OAHWM i3 K/HOYOBMX IHAMKATOPIB, WO XapaKTepu3yoTb CTyMiHb BNAMBY (iHAHCOBKX
i HepiHaHCOBUX IHCTPYMEHTIB Ha 1i 06carn Ta AnHaMiKy. YCTaHOBNEHHS B3aEMO3B'A3KY MiX TakvMW iHCTpYMEHTaMu Ta Me-
TPUKaMM BNAcHOrO Kanitany i rpoLIOBMX MOTOKIB HaWKpalle OKPEC/HOE MIOLMHY iXHbOrO MPSIMOro BRSIMBY HA CTUMYJIIO-
BaHH$SI PUHKOBOI KaniTanisauii Ta BNpOBaKeHHs edeKTVBHUX YNpaBRiHCbKMX 3aX0AiB Y KOHTEKCTi ONTMMi3aLii BUKOpu1C-
TaHHS BNACHOrO KaniTany M rpoloBMX MOTOKIB. MeTa AOCNIMKEHHS — YCTAHOBUTU, SIK BM/IMB iHAMKATOPIB (hiHAHCOBUX i
HeiHaHCOBMX IHCTPYMEHTIB Ha BNacHWiA KaniTasn i rpoLUoBi NOTokW hOpMYE BiANOBIAHY OCHOBY ANS YXBasieHHs! yrpaBniH-
CbKWX pillieHb i3 NiABULLEHHS PUHKOBOI KaniTanisadii nianpuemMcTea. Y pesynbTaTi 40CNIAKEHHS YTOYHEHO IHCTpYMEHTapii
NiABULLIEHHSI PUHKOBOI KaniTanisauii nignp1MeMCTBa 3 No3uLii Moro rpynyBaHHs! B po3pisi (hiHaHCcoBOT Ta HediHaHCOBOI NJ1o-
LMHK. YCTaHOBNEHO, WO cepe 36 aHani3oBaHMX iHAMKATOPIB BNMBY Ha BNACHWUIA KaniTan i rpolLoBi NOTOKW AOCHiAXyBa-
HUX MaLLMHOBYAIBHUX MiANPUEMCTB YKpaiHu 3a nepioa 2010-2021 pp. HanbinbLl 3HAYMMUMKU € HaHKIBCbKE KpeAMTYBaHHS,
iHBECTULLIMHI 1 TEXHIYHI MEeTanu, BUTPaTK Ha AOCHIMKEHHS Ta pO3pobKM, OTPUMaHi iHO3EMHI HayKOBI I TEXHIYHI nocnyru,
BMPOBHUYI iHBECTULLT, He3aBeplLeHe BUPOBHULITBO M KpeanTopchka 3aboproBaHicTb 3a NpoayKLilo, ToBapu, poboTu. Pe-
3ynbTaTh TpaHCOPMOBAHO B MOAESb PaHXXOBaHUX IHCTPYMEHTIB CTUMY/IOBaHHS! PUHKOBOI KaniTanisauii MalumHobyaiBHUX
NiANPUEMCTB, Ik AEMOHCTPYE CTYNiHb i HANPSMW BNAMBY iHAUKATOPIB PiHAHCOBUX i HE(IHAHCOBMX IHCTPYMEHTIB Ha AWHa-
MiKy BMIaCHOrO KariTany Ta FpOLLOBKX MOTOKIB, WO 3abe3nevye hopMyBaHHS iHOpMaLiiHOi 6a3u AaHWX ANst yXBaseHHS!
pilleHb i3 M0AanbLLOro BUKOPUCTAHHS TakuX iHCTpyMeHTiB. CTPyKTypu3auis iHCTPYMEHTaPpIto CNyrye OCHOBOK (POpMYBaHHS
CMCTEMM YNPaBRiHCbKUX pilleHb, WO MICTUTb MPAKTUYHI peKOMEeHAALiT B MeXax KOXHOI 3 rpyn iHCTPYMEHTIB, CNPSIMOBaHUX
Ha ONTWMI3aLil0 PUHKOBOI KaniTani3auii 3@ paxyHOK MPUPOCTY B/IACHOrO Kanitasay Ta rpoLloBMX MOTOKIB MiANPUEMCTBA.
OTpuMaHi pe3ynbTati 6yayTb KOPUCHI (PiIHAHCOBUM aHaniTMkaMm MignpueMCTB Npw NigrotoBui 6a3 AaHWX ANs yXBaneHHS
piweHb ¢hiHAHCOBOMO Ta HediHaHCOBOro XapakTepy.

KnouoBi cnoBa: pyvHKOBa KaniTanisauisi, dhiHaHCOBI iHCTPYMEHTH, HediHAHCOBI iIHCTPYMEHTH, BMNAMB, BMAcHWI Kanitan,
rPOLUOBUI MOTIK, MiANPUEMCTBO
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