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Abstract 
Due to the movement control order, company performance is predicted to be highly affected by Covid-19 pandemic.  Thus, this study seeks to examine 
the impact of leverage, liquidity and cash flows from operations towards company performance during the Covid-19 pandemic. Using secondary data from 
public listed companies on Bursa Malaysia with two financial quarters in the financial year 2020, it is found that there is a significant impact of liquidity and 
cash flows from operations on company performance. This study may contribute as additional literature to future studies and provide sights to regulators 
in dealing with the pandemic outbreak.  
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1.0 Introduction 
The outbreak of the Covid-19 pandemic at the end of 2019 has become a severe worldwide problem as the virus already infected more 
than 175 million people and taken the lives of about 3.8 million people*. Companies need to be prepared and apply every crisis response 
plan to face more stringent financing requirements and higher interest costs, either as temporary or long-term resolution (International 
Monetary Fund, 2020). The economic downturn caused by the Covid-19 pandemic outbreak is by far the worst since the global recession 
in 1930 (Shen et al., 2020). As the pandemic continues to spread, Malaysia is not spared from being hit by the pandemic’s adverse impacts 

*
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on society's health and the nation's economic condition such as the hospitality industries like tourism and hotel industry including 
transportation industry like aviation as researched by Foo et al., (2020) and others. 

The Movement Control Order (MCO) implementation has impacted the world's economies by changing how companies operated. The 
Malaysian government also followed suit in implementing the MCO by quickly closing the borders and urged the citizens to stay home. 
Businesses, schools and universities were forced to shut down, and employers instructed employees to work from home. At the same 
time, students and teachers carried on their learning process via various online platforms such as Google Meet, Microsoft team and Zoom. 
Additionally, sanctions and fines were issued out to those who failed to abide by the MCO standard of procedures. The MCO triggered a 
barrier for companies to sustain profitability as only essential businesses like health care and food supply companies could operate but 
with strict Covid-19 standard of procedures in place. Due to the inability to generate fund internally, this action resulted in companies 
turning to additional debts to finance the business activities to stay afloat (International Monetary Fund, 2020). 

The MCO has hindered companies from operating at total capacity to contain the Covid-19 virus from spreading. It has been predicted 
that companies will experience higher leverage as more debt is taken in order to sustain business due to the sudden reduction of the 
Covid-19-induced demand for goods and services. This will further deteriorate current and expected revenues and income that eventually 
decays the market value of a company's assets. 

The MCO limits people from travelling and even working, resulting in lower purchasing power. People have less income to spend, and 
fewer households are allowed to leave the house. This will result in the reduction of demand in the market. When the demand for goods 
and services have been reduced drastically, sales will diminish (Shen et al., 2020). The repercussion from the reduction in sales leads to 
a reduction in liquidity and cash flows from companies' operations as both items are the crucial elements for a company to carry out its 
business activities. If both elements of liquidity and cash flows are not efficiently managed, especially in a time of crisis like the Covid-19 
pandemic, the company may not sustain itself in the market (Frank & James, 2014). This will eventually impact the company performance 
negatively for the financial year 2020. 

Studies on Covid-19 impact on company performance have been carried out in Indonesia and China (Purwanto et al., 2020; Shen et 
al., 2020). While in Malaysia, the studies on the area are still minimal. The studies covered the measures taken by the Malaysian 
government to curb the spread of the virus and analysis on the impact of Covid-19 on the stock market, small-medium business and 
several industries (Che Omar et al., 2020; Foo et al., 2020; Hasanat et al., 2020) . None of these studies covered the performance of 
companies affected by the Covid-19 pandemic outbreak. Therefore, this study is significant in reducing the literature gap by providing 
insights into the current impact of the Covid-19 pandemic outbreak on companies' performance by examining the impact of the leverage, 
liquidity, and cash flows from the operation on company performance from January 2020 to September 2020. 

 
 

2.0 Literature Review 
In order to curb the impact of the Covid-19 pandemic, many businesses are forced to shut down except for essential businesses and 
people initially are required to stay at home, keeping personal hygiene and practice social distancing intact (Tang, 2020). Thus, in general, 
businesses face challenges such as weak economic and financial results, demand cutbacks, supply chain disruptions, knock-on effects of 
troubled sectors on employment, uncertain future business direction, potential inadequacy of liquidity and working capital, and higher 
bankruptcy risk (Che Omar et al., 2020). Hence, the adverse effect of the Covid-19 pandemic may impact the leverage, liquidity and cash 
flows from the operation of the companies that consequently affect the financial performance of the companies.  
 
2.1 Leverage and company performance  
Leverage ratio is used to measure the company’s debt financing and it indicates the ability of the company to pay its long-term debts. 
Since companies may have difficulty in sustaining their business during the Covid-19 pandemic period, companies may turn to additional 
debts as alternative sources in financing their activities (International Monetary Fund, 2020). While a reasonable level of debt financing 
can benefit the economy to encourage public consumption and investment, excessive debts will expose the companies to higher business 
risks as the companies may not be able to meet their financial obligations when the payments are due. Previous literature suggests a 
negative relationship between the company financial leverage and company performance (Hedija & Němec, 2021). Over-reliance on debt 
financing may increase the business' riskiness that leads to financial problems which eventually deteriorate the companies' activities and 
performance. However, it found that the relationship between leverage and company performance to be positive in other studies such as 
Chabachib et al., (2020). It argued that higher debt financing would restrain managerial discretion, encourage management to strategise 
their activities to obtain higher profits, gain creditors confidence, and boost the growth of business activities (Chabachib et al., 2020; Hedija 
& Němec, 2021). Therefore, the relationship between leverage and company performance is indecisive and worth to be investigated.  
 
2.2 Liquidity and company performance 
Measures imposed by the government to curb the spread of Covid-19 have created difficulties for the companies in managing their working 
capital due to a drop in demand, delay in receivables collection, and necessity to settle obligations to significant suppliers (EY, 2020). 
These difficulties may affect the liquidity position of the company as liquidity ratio measures the ability of the company to manage its short-
term obligations. (Zimon & Dankiewicz, 2020) found that companies have a higher tendency to maintain good liquidity before the outbreak 
of the Covid-19 pandemic than during the Covid-19 pandemic outbreak. Companies that have managed their liquidity efficiently are 
expected to gain more profit (Hong et al., 2021) because they can make better investment decisions while meeting their short-term financial 
obligation without default. However, the empirical evidence on the influence of liquidity on performance is inconclusive. A study was done 
by Li, Musah, Kong, Adjei Mensah, et al., (2020) indicates a negative relationship between liquidity and performance. It argued that having  
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higher liquidity implies an inefficient utilisation of asset in generating profits. Companies recommended maintaining a good and balance 
liquidity position to sustain their business and make sound investment decisions (Li et al., 2020).  
 
2.3 Cash flows and company performance 
Cash flows have always been an important element of a company’s survival and investment decision making will be based on whether the 
company has enough cash to invest or not, which will impact the company’s performance. During the Covid-19 pandemic outbreak, Shafi 
et al., (2020) conclude that companies may face the risk of bankruptcy and going concern if they do not retain high cash flows during the 
pandemic outbreak. Thus, companies need to strengthen their cash flows position to ease the long-term adverse impact of the Covid-19 
pandemic outbreak and MCO (Shafi et al., 2020). It is the utmost priority in business management to ensure cash flows from operations 
are always positive in order to ensure strength and steadiness of business operations for a foreseeable period of time (Wijewardana & 
Munasinghe, 2018). 

Literature suggests that operating cash flows have a significant positive relationship with company performance (Alshammari, 2020). 
Companies that have net cash inflows from the operation may experience less liquidity crisis as they can generate cash from the primary 
business activities (Alslehat & Al-Nimer, 2017). Nonetheless, Zhang et al., (2015) suggest that a lower cash flow level may lead to better 
company performance, as having high cash may indicate inefficient cash management governance (Alshammari, 2020). Hence, the impact 
of cash flows on the company's performance is inconsistent and more empirical evidence is required to establish the relationship. 
 
2.4 Company size as a control variable and company performance 
The model used in this study includes company size since it is regarded as one of the determinants of company performance. Nevertheless, 
the empirical evidence in relation to the impact of company size on company performance is inconsistent. A few studies such as Hedija & 
Němec, (2021) and Li, Musah, Kong, Adjei Mensah, et al., (2020) support the view that company size has a favourable influence on 
performance. Large companies may have better performance through business diversity, economies of scale, lower costs, and higher 
competitive power. On the other hand, it is argued that larger companies could not respond to the dynamic market evolution due to 
formalisation procedures involved in larger companies compared to smaller companies. Consequently, the financial performance of smaller 
companies may be superior (Majumdar, 1997). Therefore, the size of companies may have a positive or negative influence on company 
performance.  
 
2.5 Measurement of the variables 
Table 1 shows the summary of the variables' measurement used in this study. 
 

Table 1: Measurements of Variables 
Variables Measurements Prior Studies 

Return on Assets (ROA) Profit after tax / Total Assets Wijewardana & Munasinghe (2018); Shen et al., 
(2020) 
Wijewardana & Munasinghe (2018); Shen et al., 
(2020) 

Return on Equity (ROE) Profit after tax / Total Equity 

Leverage (LEV) Debt to Equity ratio Liang et al. (2020); Wijewardana & Munasinghe 
(2018) 

Liquidity (LIQ) Current Assets less Inventory / Current Liabilities Liang et al. (2020) 
Cash Flows (CFO) Cash Flows from Operating Activities / Total Assets Wijewardana & Munasinghe (2018) 
Size Natural log of Total Assets Abdullah & Tursoy (2021) 

 

 
2.5 Trade-off Theory 
Following Abdullah and Tursoy (2021) this study applies the trade-off theory. This theory explains the usage of debt and equity-based on 
corporate taxes, which Myers initiated in 1977. It supports the advantages of debt financing. The companies balance the trade-off between 
the debt benefits and debt costs because leverage may positively impact performance (Hassan and Samour, 2015). To ensure the 
company's sustainability, the company should manage its liquidity efficiently to meet its financial obligations while maximising its 
shareholders' wealth and consequently the companies' performance. Thus, companies must balance the trade-off between the costs and 
benefits of handling their liquidity (Orshi, 2016). According to the transaction cost motive, having high cash enables companies to reduce 
transaction costs to raise funds (Tahir et al., 2016). Nevertheless, precautionary motive views that companies can finance their business 
activities using cash holding if other financing sources are unavailable and unaccessible. Thus, the trade-off between the marginal cost 
and benefit of holding cash is essential.  
 
 

3.0 Research Methodology 
In conducting this study, secondary data was used to collect the necessary information. The data have been collected through Refinitiv 
Eikon published by Thomson Reuters. After eliminating the outliers and missing data, this study was carried out based on 517 public listed 
companies in Malaysia using two-quarters of the financial data in the year 2020.  
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This study presents quantitative analysis as well as theoretical data analysis. To analyze the data, both descriptive and correlations are 
used to examine the relationship between the considered variables. Furthermore, this study employs Multivariate Ordinary Least Square 
(OLS) regression to determine if there is a relationship between financial performance, ROA and ROE which are the dependent variables 
and independent variables namely leverage, liquidity, and cash flow from operations. 

The data in this study were analysed using Python Pandas programming software. It was believed that this kind of analysis method 
still lacked in usage among researchers, especially in the accounting and finance area. According to Lee (2014), Python is an interpretive, 
interactive, and object-oriented computer language with a large number of network-oriented function libraries, which can improve data 
acquisition efficiency. Pandas offer data structures and operations for manipulating numerical tables and time series by creating the coding 
system based on the data and information required for this study. 
 
 

4.0 Findings and Discussion   
 
4.1 Descriptive Statistics 
Result in Table 2 shows that, on average, ROA and ROE are -0.00267 per cent and -0.004 per cent, respectively. Concerning independent 
variables, the mean of leverage (LEV), liquidity (LIQ) and cash flows from operation (CFO) are 0.328, 1.428 and 0.021, respectively. 
Generally, negative RM0.00267 profits generated from every RM1 of assets held by companies and negative RM0.004 profits generated 
from every RM1 of equity held. In terms of leverage, RM0.328 debts will cover RM1 equity, and on the other hand, for liquidity, it seems 
that the companies generally have sufficient liquid assets to cover their current liabilities. In March 2020, due to the implementation of 
MCO by the government, numerous companies cannot operate their business as usual. Based on Table 2, this study provides evidence 
that the cash flows generated from operations might be worse and descent due to the implementation of the MCO as indicated by low 
level of cash flows from operation to total assets ratio. Generally, companies use this ratio to estimate cash availability in future periods 
based on projected operations. 
 

Table 2: Descriptive Statistics 
 ROA ROE LEV LIQ Cash Flow Size 

Mean -0.00267 -0.004 0.328 1.428 0.021 19.946 
Standard Deviation -0.0302 0.058 0.254 0.829 0.067 1.422 
Minimum -0.197 -0.592 0.001 0.054 -0.3 15.872 
Maximum 3.687 0.988 0.988 3.687 0.424 24.097 

 

 
4.2 Multiple Regressions 
This study created a regression model in order to determine the impact of leverage, liquidity and cash flows from operations on company 
performance. The equation of the regression model used in this study is as follows: 
 

Perfit = 0 + 1LEVit + 2LIQit + 3CFOit + 4SIZEit +  it (1) 
 

The results from the regression model are presented in Table 3: 
 

Table 3: Multiple Regression Results using ROA and ROE as Dependent Variable 
 ROA ROE 

Variables Coefficient t-value Coefficient t-value 

Constant -0.1236 -9.961*** -0.1705 -6.777*** 
LEV -0.0001       -0.035 -0.0063               -0.815 
LIQ 0.0067 5.916*** 0.0077 3.360*** 
CFO 0.1366 10.739*** 0.2131 8.266*** 
SIZE 0.0054 8.724*** 0.0077 6.046*** 

Adjusted R2 0.201  0.114  
F value    65.90***    34.29***  

***, ** and * indicate significance at the level of 1%, 5% and 10% respectively 
 

 
Based on the results tabulated in Table 3, the adjusted R2 of 0.201 describes that 20.10 per cent of financial performance represented 

by ROA is affected by all variables tested in this study. Using ROE, the adjusted R2 is 0.114 or 11.4 per cent which is lower compared to 
ROA. The findings proved that other factors excluded in this study will have impact on company performance. 

This study found that there is a significant positive impact of liquidity, cash flows from operations and company size on public listed 
companies’ performance during the Covid-19 pandemic for both ROE and ROA being used as dependent variables, separately. Findings 
in Table 3 show that company leverage does not have any significant impact on company performance. It suggested that leverage does 
not affect performance on a short-term basis since this study used only the first two-quarters of financial data in 2020. This finding is 
consistent with Iqbal and Usman (2018), who found that leverage has no significant impact on company performance represented by ROE.  

This is probably due to many other factors that may impact the company performance during the Covid-19 pandemic outbreak in a 
bigger and significant way. However, leverage may have impact on company performance if longer periods were considered as samples.  
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The liquidity ratio shows a positively significant relationship towards company performance, measured by ROA and ROE. This finding is 
aligned with the previous studies carried out by Apan and İslamoğlu, (2018) that found a positive relationship between liquidity and financial 
performance of the companies. As stated in the 2020 Report by Ernst and Young, due to the MCO imposed by the government, most of the 
companies have difficulties maintaining and managing their working capital (EY, 2020). Therefore, the result from this study is inconsistent 
with EY report and shows that the majority of the companies in this study are not yet affected by the Covid-19 pandemic and efficiently 
managing their assets in generating profit. It could be due to the fact that this study only used the first two quarters of financial data in the 
first-year pandemic hits Malaysia. Therefore, most of the public listed companies are still able to pay their short-term debts during this period.   

Consistent with Frank & James (2014), the result of this study suggests that cash flows from operation ratio have a positively significant 
relationship with both the company's performance, ROA, and ROE. This may be due to the cash flows from operations being the essential 
element in measuring a company's performance, whether they are successful in formulating positive cash flows from their business activities 
or not. On the other hand, it also shows how efficient the companies are in utilising their assets to collect cash from sales and customers. It 
is especially imperative to have positive cash flows from operations during the Covid-19 pandemic outbreak to fund a new product launch, 
a new marketing strategy, or paying off its debt. This study has proven that the cash flows from operations positively impacted company 
performance, ROA and ROE, narrowing down the literature gap as the previous study focused on a different aspect of the cash flows 
statement. 

In this study, trade-off theory is deemed helpful in assisting company management in making proper business decisions predominantly 
during the Covid-19 pandemic outbreak. It is expected that companies must handle their liquidity to maintain and sustain their company's 
operations. The results in Tables 2 and 3 show that the companies' liquidity ratio is still high and more than 1. It demonstrated that companies 
are able to manage and pay back their debts, particularly during the Covid-19 pandemic outbreak. In addition, cash flows from the operation 
of the companies also have a positive impact on company performance measured by ROA and ROE. This finding supports Orshi (2016) 
view that the company must balance in managing between the cost and benefits of liquidity and cash handling. 

 
 

5.0 Conclusion & Recommendations 
This study examines the impact of company leverage, liquidity, and cash flows from operation ratio towards company performance measured 
by ROA and ROE for publicly listed companies on Bursa Malaysia during the Covid-19 pandemic outbreak. By using the first two-quarters 
of financial data in 2020, the findings of this study showed that the company liquidity and cash flows from operations significantly impact the 
companies' performance. However, the company performance is not affected by the company's leverage ratio. This study may contribute as 
additional literature to future studies. It may also provide insights to regulators on how companies cope with the economic slowdown due to 
the Covid-19 pandemic outbreak. The use of Python Pandas analysis may also contribute to the analysis method since there is still a 
shortage of Python Pandas studies in their data analysis method. Since machine learning has become a growing force and competitive in 
the business, its use may provide better results. Due to this study limited to the two-quarters of financial reports, the findings may not reflect 
the whole performance of the companies during the Covid-19 pandemic outbreak crisis. Thus, future research should consider extending 
the study period and other variables such as management efficiency and corporate governance components on companies' performance. 
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Paper Contribution to Related Field of Study 
This study would contribute to statistical analysis in examining whether public listed companies in Malaysia are impacted positively or 
adversely by the Covid-19 pandemic outbreak for the professionals in the industry who act as practitioners. The importance to examine the 
public listed companies on the mainboard of Bursa Malaysia is to understand whether company leverage, liquidity and cash flows from 
operations do impose an impact towards company performance as the public listed companies are larger in size and are bound by the listing 
rules and regulations in order to stay listed. This study may also serve as additional information to the regulators on how public listed 
companies in Malaysia are coping with the Covid-19 pandemic outbreak and how to survive in the economic downturn, with the new normal 
and social distancing set by the government through the National Security Council and Ministry of Health. 
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