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On the relationship between corporate net profit and net
cash flow

Xuan Li
China Complete Equipment Import and Export Group Co., Ltd., Beijing, 100010, China

Abstract

Net profit and net cash flow are key indicators in financial statements, reflecting a company’s profitability and cash flow status. These
two indicators have a close relationship. Net profit is influenced by accounting standards and timing recognition, while net cash flow
more directly reflects the company’s cash inflows and outflows. When net profit exceeds net cash flow, it may indicate that some
profits have not been converted into cash, potentially affecting debt repayment capacity and liquidity; conversely, it could mean that
some cash inflows exceed profit levels, with some costs and expenses not yet paid. By analyzing the differences between net profit
and net cash flow, one can gain a more comprehensive understanding of a company’s financial condition and profitability, which is
crucial for investment decisions and maximizing shareholder interests.
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