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How to calculate your
business’s working capital

Ensure your business has enough liquidity to cover
short-term costs and operate smoothly by calculating

how much working capital it has.
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< — This is a snapshot of your business’s short-term financial health.
It can help you make important financial decisions, prepare for
> fluctuations in the market and respond to economic changes.
]
WOI'I.(II‘Ig Working — Current — Current
capital capital assets liabilities
- _J
4 )
]
RS WOI‘kII‘Ig ] Current
dDﬂ ol . Working assets ©F
capital ratio capital ratio = 2 Current
liabilities
This helps you understand how efficiently
you’re using your resources to cover short-term obligations.

A ratio greater than 1 shows you can cover short-term liabilities. Optimal ratio:

A ratio less than 1 shows you may struggle to meet short-term obligations. between 1.5 and
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6 Your net working capital reflects How to
@ o . 20/ calculate
your liquidity and capacity to grow.
H It helps you gauge if your business Use the working
Net Worklng ps yot gatig y L capital formula to
. can meet short-term obligations calculate your
ca pltal (NWC) without relying on financing. business’s net
working capital.
Adjust the formula
Adjusted Current Current __ Short-term to get a true picture
NWC —  assets liabilities debt of your operational
working capital.
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