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DEFINITION:

Working capital is the difference between a company’s current assets and

its short-term liabilities.
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What Is Working Capital?
Working capital, also known as net working capital (NWC), is the amount of

money a company has available to operate after deducting its current liabilities

from its current assets. Current assets are items like cash, accounts

receivable/customers’ unpaid bills, and inventories of raw materials and

finished goods. Current liabilities are items such as accounts payable and debts.

Working capital is a commonly used measurement to gauge the short-term

financial health and efficiency of an organization.

Credit: Investopedia / Yurle Villegas

Understanding Working Capital
Working capital is calculated using the assets and liabilities listed on a

corporation's balance sheet, with a focus on immediate debts and assets that

KEY TAKEAWAYS

Working capital measures a company’s short-term liquidity by

subtracting current liabilities from current assets.

Positive working capital suggests a company can fund day-to-day

operations and meet near-term obligations.

Negative working capital occurs when short-term liabilities exceed

short-term assets and may signal liquidity pressure.

Excessively high working capital can indicate inefficient use of cash,

excess inventory, or missed financing opportunities.

Get personalized, AI-powered answers built on 27+ years of trusted expertise.

Ask anything to get started... ASK
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can be converted to cash within a short period. Calculating working capital

provides insight into a company's short-term liquidity. A company with positive

working capital generally has the potential to invest in growth and expansion.

But if current assets are exceeded by current liabilities, the company has

negative working capital and may face difficulties in growth, paying back

creditors, or even avoiding bankruptcy.

The amount of working capital needed varies by industry, company size, and

risk profile. Industries with longer production cycles require higher working

capital due to slower inventory turnover. Alternatively, bigger retail companies

interacting with numerous customers daily can generate short-term funds

quickly and often need lower working capital.

Open a New Bank Account

IMPORTANT

In corporate finance, "current" refers to a period of one year or less. Current

assets are those that can be converted into cash within 12 months, while

current liabilities are obligations that must be paid within the same

timeframe.
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Working Capital Formula
To calculate working capital, you subtract a company's current liabilities from

its current assets. Both figures can be found in public companies' publicly

disclosed financial statements. This information may not be readily available

for private companies.

Working Capital = Current Assets – Current Liabilities

Working capital is expressed as a dollar figure. For example, if a company has

$100,000 in current assets and $30,000 in current liabilities, it has $70,000 of

working capital. This means the company has $70,000 at its disposal in the

short term if it needs money for any reason.

A business can either have positive or negative working capital:

Positive working capital: When this calculation is positive, it indicates that

the company's current assets exceed its current liabilities, as in the above

example. The company has more than enough resources to cover its short-

term debt and some leftover cash if all current assets are liquidated to pay

this debt.

Negative working capital: When the calculation is negative, the company's

current assets are insufficient to cover its current liabilities. This is a warning

sign that the company has more short-term debt than short-term resources.

It typically indicates poor short-term health, low liquidity, and potential

problems in paying its debt obligations.

It's worth noting that while negative working capital isn't always bad and can

depend on the specific business and its lifecycle stage, prolonged negative

working capital can be problematic.

Components of Working Capital
Working capital consists of current assets and current liabilities. A company's

balance sheet contains all working capital components, although it may not
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need all the elements discussed below. For example, a service company that

doesn't carry inventory will simply not factor inventory into its working capital

calculation.

Current Assets
Current assets are economic benefits that the company expects to receive

within the next 12 months. Calculating working capital poses the hypothetical

situation of liquidating all items below into cash.

Cash and cash equivalents: All of the company's money on hand, including

foreign investments and low-risk, short-term investments like money market

accounts

Inventory: Unsold goods, including raw materials, work-in-progress, and

finished goods not yet sold

Accounts receivable: Claims to cash for items sold on credit, net of any

allowance for doubtful payments

Notes receivable: Claims to cash from other agreements, usually

documented with a signed agreement

Prepaid expenses: The value for expenses paid in advance, which, while

hard to liquidate, still carry short-term value

Others: Any other short-term asset. For example, some companies may

recognize a short-term deferred tax asset that reduces a future liability.

Current Liabilities
Current liabilities encompass all debts a company owes or will owe within the

next 12 months. The overarching goal of working capital is to understand

whether a company can cover all of these debts with the short-term assets it

already has on hand.

Accounts payable: Unpaid vendor invoices for supplies, raw materials,

utilities, property taxes, rent, or any other operating expense owed. Credit

terms on invoices are often net 30 days, capturing nearly all invoices.

Wages payable: Unpaid salaries and wages for staff members. Depending on

payroll timing, this typically accrues up to one month's worth of wages.
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Current portion of long-term debt: Short-term payments related to long-

term debt. Only the upcoming 12 months' payments are included in working

capital calculations.

Accrued tax payable: Obligations to government bodies, including accruals

for tax obligations not due for months but payable within the next 12

months

Dividend payable: Authorized payments to shareholders. While a company

may decline future dividend payments, it must fulfill obligations on already

authorized dividends.

Unearned revenue: Capital received in advance of completing work. If a

company fails to complete a job, it may need to return this capital to the

client.

Credit: Theresa Chiechi Â© Investopedia, 2019

Limitations of Working Capital
Working capital can be very insightful in determining a company's short-term

health. However, there are some limitations that can make the metric

misleading. Here are four limitations of working capital:

1. Changing values: Working capital is always changing. If a company is fully

operating, several—if not most—current asset and current liability accounts

will likely change. Therefore, by the time financial information is

accumulated, it's likely that the company's working capital position has

already changed.

2. Nature of assets: Working capital fails to consider the specific types of

underlying accounts. For example, a company with positive working capital,

whose current assets are entirely in accounts receivable, may face liquidity

issues if customers delay payments.

3. Asset devaluation: On a similar note, assets can quickly become devalued.

This may happen due to factors beyond the company's control, such as

customer bankruptcy affecting accounts receivable, or inventory becoming

What Is Working Capital?
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obsolete or stolen. Physical cash is also at risk of theft, impacting working

capital.

4. Unknown debt: Working capital calculations assume all debt obligations

are accounted for. In fast-paced environments or during mergers, missed

agreements or incorrectly processed invoices can skew the accuracy of

working capital figures.

Special Considerations
Most major new projects, like expanding production or entering into new

markets, often require an upfront investment, reducing immediate cash flow.

Therefore, companies needing extra capital or using working capital

inefficiently can boost cash flow by negotiating better terms with suppliers and

customers.

On the other hand, a high working capital amount isn't always a good thing. It

might indicate that the business has too much inventory or isn't using excess

cash as well as it could. Alternatively, it could mean a company fails to leverage

the benefits of low-interest or no-interest loans.

Another financial metric, the current ratio, measures the ratio of current assets

to current liabilities. Unlike working capital, it uses different accounts in its

calculation and reports the relationship as a percentage rather than a dollar

amount.

Example of Working Capital

FAST FACT

Companies can forecast future working capital by predicting sales,

manufacturing, and operations. Forecasting helps estimate how these

elements will impact current assets and liabilities.
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To understand working capital, look at a company’s balance sheet. Subtract the

total current liabilities from the total current assets.

For example, if a company has $150 billion in current assets and $120 billion in

current liabilities, its working capital is $30 billion, which represents the

amount by which short-term resources exceed short-term obligations,

indicating financial flexibility to meet near-term operating needs.

Explain Like I'm Five
Working capital is the amount of liquid assets a company has available, after

accounting for its upcoming payments. It tells you how much money the

company has available to pay employees, suppliers, and other day-to-day

business needs.

Working capital is calculated from the current assets (assets the company can

sell or spend easily within one year) minus any upcoming debt payments due

over the next year.

How Do You Calculate Working Capital?
Working capital is calculated by taking a company’s current assets and

deducting current liabilities. For instance, if a company has current assets of

$100,000 and current liabilities of $80,000, then its working capital would be

$20,000. Common examples of current assets include cash, accounts receivable,

and inventory. Examples of current liabilities include accounts payable, short-

term debt payments, or the current portion of deferred revenue.

Why Is Working Capital Important?
Working capital is crucial for businesses to remain solvent. Even a profitable

business can face bankruptcy if it lacks the cash to pay its bills. For example, if a

company has $1 million in cash from retained earnings and invests it all at once,

it might not have enough current assets to cover its current liabilities.

Is Negative Working Capital Bad?
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Generally, yes, if a company's current liabilities exceed its current assets. This

indicates the company lacks the short-term resources to pay its debts and must

find ways to meet its short-term obligations. However, a short period of

negative working capital may not be an issue depending on the company's

stage in its business life cycle and its ability to generate cash quickly.

How Can a Company Improve Its Working Capital?
A company can improve its working capital by increasing current assets and

reducing short-term debts. To boost current assets, it can save cash, build

inventory reserves, prepay expenses for discounts, and carefully extend credit

to minimize bad debts. To reduce short-term debt, a company can avoid

unnecessary borrowing, secure favorable credit terms, and manage its

spending efficiently.

The Bottom Line
Working capital is critical when gauging a company's short-term health,

liquidity, and operational efficiency. You calculate working capital by

subtracting current liabilities from current assets, providing insight into a

company's ability to meet its short-term obligations and fund ongoing

operations. 

Positive working capital generally means a company has enough resources to

pay its short-term debts and invest in growth and expansion. Conversely,

negative working capital indicates potential cash flow problems, which might

require creative financial solutions to meet obligations.

Working capital is a useful measure to track. Still, it's important to look at the

types of assets and liabilities and the company's industry and business stage to

get a more complete picture of its finances.

Get personalized, AI-powered answers built on 27+ years of trusted expertise.

HOW CAN COMPANIES OPERATE SUCCESSFULLY WITH NEGATIVE WORKING
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6/1/26, 8:52 PM Working Capital: Formula, Components, and Limitations

https://www.investopedia.com/terms/w/workingcapital.asp 9/14

https://www.investopedia.com/terms/l/lifecycle.asp


ARTICLE SOURCES

Open a New Account

WHAT IS CONSIDERED A GOOD WORKING CAPITAL RATIO?

WHAT ARE THE DIFFERENT TYPES OF WORKING CAPITAL?

Ask anything to get started... ASK

Get Personal Advice When You Need It Most
Discover the best financial strategy for your unique goals and find investment

opportunities that can help maximize your income. Vanguard Personal Advisor

allows you to receive personalized support from experienced financial advisors

and access to services that can help you maintain your portfolio. Find out how

you can access personal financial advice and start talking to an advisor.

SPONSORED

Advertiser Disclosure

6/1/26, 8:52 PM Working Capital: Formula, Components, and Limitations

https://www.investopedia.com/terms/w/workingcapital.asp 10/14

https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjsv5hvgBX7VTesCDaCvUWWlUTaGjQ2H15TUnMzg2pzueb3_9KgQ2lqoxfUBGL9q74nTktDWd6J9SPDcUogo5sx2ZMII2DlwL71NPDYyzLAuk6VKY8U0n_W0Hptal_MvK_e5eP9n8X-DACTIK-I3sp4qQ542FadNH9AGiyBLtN-JRiuGyoQ1d0gUUdYX0Z5tod6qjoRoMZSHJZzpEdCmI0dVYCkIoLG9oGK5ztldMxCL0uPN3g3wCaQeArxUjRWTKMFIYtQ0lf_r9xPDcn1Rpo_hBklRgRMKA7fVVwDYJ-LQn9ELFJw5ut01U3bMwK6UqtLcpdGuwP5tv4jsjcwNGcR2tXrVbrr3Uu4NdHOeRxzsw26hMMLhYTVn6_jcXuYzp3vnmqRcapGaeegQmQXvnPJk6bRGOYBHWCNgvrQshNZBlb68d&sai=AMfl-YSfoYJ2DH77N5kyIRKDRzMKL-adHqrCKlFUIrHdKREr4N6N_UAKiNKYPUEQjPHrCap63llXIuQpl_lalNUSLilzW33KOE1QgHzVtyFk8kWRRG_MuSYlGP_VsrrSY_vHeGx1vaYi-rDCMq3zQoEeKIqHMFUVJY3Go1d6I9qpB7MH7qeH8y5X84yqeG-9Ek1aKEYdpeQyEiMLTcddzVLPeZjNYXmep5M_E9_w5gAByHcO6EefM0rDed_Oyh3gY3N-Ppwoo6LWhyPu7he4PXpBeVCj4BkcsI4X6dRYMT75LmBL--DEp7a1dlX1TfJnlw7PKZML9zk00TKBv8-l17BTQGxPRExJ_ulXe9u30oibH7P9xhV9SBVlooJNM9wXXKioRCfXaDdEs6Fd3Jo&sig=Cg0ArKJSzOYGj_ExE3tlEAE&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://ad.doubleclick.net/ddm/trackclk/N510001.110872INVESTOPEDIAUS0/B23381186.385380135;dc_trk_aid=576309121;dc_trk_cid=208405767;dc_lat=;dc_rdid=;tag_for_child_directed_treatment=;tfua=;ltd=;dc_tdv=1
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjsv5hvgBX7VTesCDaCvUWWlUTaGjQ2H15TUnMzg2pzueb3_9KgQ2lqoxfUBGL9q74nTktDWd6J9SPDcUogo5sx2ZMII2DlwL71NPDYyzLAuk6VKY8U0n_W0Hptal_MvK_e5eP9n8X-DACTIK-I3sp4qQ542FadNH9AGiyBLtN-JRiuGyoQ1d0gUUdYX0Z5tod6qjoRoMZSHJZzpEdCmI0dVYCkIoLG9oGK5ztldMxCL0uPN3g3wCaQeArxUjRWTKMFIYtQ0lf_r9xPDcn1Rpo_hBklRgRMKA7fVVwDYJ-LQn9ELFJw5ut01U3bMwK6UqtLcpdGuwP5tv4jsjcwNGcR2tXrVbrr3Uu4NdHOeRxzsw26hMMLhYTVn6_jcXuYzp3vnmqRcapGaeegQmQXvnPJk6bRGOYBHWCNgvrQshNZBlb68d&sai=AMfl-YSfoYJ2DH77N5kyIRKDRzMKL-adHqrCKlFUIrHdKREr4N6N_UAKiNKYPUEQjPHrCap63llXIuQpl_lalNUSLilzW33KOE1QgHzVtyFk8kWRRG_MuSYlGP_VsrrSY_vHeGx1vaYi-rDCMq3zQoEeKIqHMFUVJY3Go1d6I9qpB7MH7qeH8y5X84yqeG-9Ek1aKEYdpeQyEiMLTcddzVLPeZjNYXmep5M_E9_w5gAByHcO6EefM0rDed_Oyh3gY3N-Ppwoo6LWhyPu7he4PXpBeVCj4BkcsI4X6dRYMT75LmBL--DEp7a1dlX1TfJnlw7PKZML9zk00TKBv8-l17BTQGxPRExJ_ulXe9u30oibH7P9xhV9SBVlooJNM9wXXKioRCfXaDdEs6Fd3Jo&sig=Cg0ArKJSzOYGj_ExE3tlEAE&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://ad.doubleclick.net/ddm/trackclk/N510001.110872INVESTOPEDIAUS0/B23381186.385380135;dc_trk_aid=576309121;dc_trk_cid=208405767;dc_lat=;dc_rdid=;tag_for_child_directed_treatment=;tfua=;ltd=;dc_tdv=1
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjsv5hvgBX7VTesCDaCvUWWlUTaGjQ2H15TUnMzg2pzueb3_9KgQ2lqoxfUBGL9q74nTktDWd6J9SPDcUogo5sx2ZMII2DlwL71NPDYyzLAuk6VKY8U0n_W0Hptal_MvK_e5eP9n8X-DACTIK-I3sp4qQ542FadNH9AGiyBLtN-JRiuGyoQ1d0gUUdYX0Z5tod6qjoRoMZSHJZzpEdCmI0dVYCkIoLG9oGK5ztldMxCL0uPN3g3wCaQeArxUjRWTKMFIYtQ0lf_r9xPDcn1Rpo_hBklRgRMKA7fVVwDYJ-LQn9ELFJw5ut01U3bMwK6UqtLcpdGuwP5tv4jsjcwNGcR2tXrVbrr3Uu4NdHOeRxzsw26hMMLhYTVn6_jcXuYzp3vnmqRcapGaeegQmQXvnPJk6bRGOYBHWCNgvrQshNZBlb68d&sai=AMfl-YSfoYJ2DH77N5kyIRKDRzMKL-adHqrCKlFUIrHdKREr4N6N_UAKiNKYPUEQjPHrCap63llXIuQpl_lalNUSLilzW33KOE1QgHzVtyFk8kWRRG_MuSYlGP_VsrrSY_vHeGx1vaYi-rDCMq3zQoEeKIqHMFUVJY3Go1d6I9qpB7MH7qeH8y5X84yqeG-9Ek1aKEYdpeQyEiMLTcddzVLPeZjNYXmep5M_E9_w5gAByHcO6EefM0rDed_Oyh3gY3N-Ppwoo6LWhyPu7he4PXpBeVCj4BkcsI4X6dRYMT75LmBL--DEp7a1dlX1TfJnlw7PKZML9zk00TKBv8-l17BTQGxPRExJ_ulXe9u30oibH7P9xhV9SBVlooJNM9wXXKioRCfXaDdEs6Fd3Jo&sig=Cg0ArKJSzOYGj_ExE3tlEAE&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://ad.doubleclick.net/ddm/trackclk/N510001.110872INVESTOPEDIAUS0/B23381186.385380135;dc_trk_aid=576309121;dc_trk_cid=208405767;dc_lat=;dc_rdid=;tag_for_child_directed_treatment=;tfua=;ltd=;dc_tdv=1
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjsv5hvgBX7VTesCDaCvUWWlUTaGjQ2H15TUnMzg2pzueb3_9KgQ2lqoxfUBGL9q74nTktDWd6J9SPDcUogo5sx2ZMII2DlwL71NPDYyzLAuk6VKY8U0n_W0Hptal_MvK_e5eP9n8X-DACTIK-I3sp4qQ542FadNH9AGiyBLtN-JRiuGyoQ1d0gUUdYX0Z5tod6qjoRoMZSHJZzpEdCmI0dVYCkIoLG9oGK5ztldMxCL0uPN3g3wCaQeArxUjRWTKMFIYtQ0lf_r9xPDcn1Rpo_hBklRgRMKA7fVVwDYJ-LQn9ELFJw5ut01U3bMwK6UqtLcpdGuwP5tv4jsjcwNGcR2tXrVbrr3Uu4NdHOeRxzsw26hMMLhYTVn6_jcXuYzp3vnmqRcapGaeegQmQXvnPJk6bRGOYBHWCNgvrQshNZBlb68d&sai=AMfl-YSfoYJ2DH77N5kyIRKDRzMKL-adHqrCKlFUIrHdKREr4N6N_UAKiNKYPUEQjPHrCap63llXIuQpl_lalNUSLilzW33KOE1QgHzVtyFk8kWRRG_MuSYlGP_VsrrSY_vHeGx1vaYi-rDCMq3zQoEeKIqHMFUVJY3Go1d6I9qpB7MH7qeH8y5X84yqeG-9Ek1aKEYdpeQyEiMLTcddzVLPeZjNYXmep5M_E9_w5gAByHcO6EefM0rDed_Oyh3gY3N-Ppwoo6LWhyPu7he4PXpBeVCj4BkcsI4X6dRYMT75LmBL--DEp7a1dlX1TfJnlw7PKZML9zk00TKBv8-l17BTQGxPRExJ_ulXe9u30oibH7P9xhV9SBVlooJNM9wXXKioRCfXaDdEs6Fd3Jo&sig=Cg0ArKJSzOYGj_ExE3tlEAE&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://ad.doubleclick.net/ddm/trackclk/N510001.110872INVESTOPEDIAUS0/B23381186.385380135;dc_trk_aid=576309121;dc_trk_cid=208405767;dc_lat=;dc_rdid=;tag_for_child_directed_treatment=;tfua=;ltd=;dc_tdv=1
https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjsv5hvgBX7VTesCDaCvUWWlUTaGjQ2H15TUnMzg2pzueb3_9KgQ2lqoxfUBGL9q74nTktDWd6J9SPDcUogo5sx2ZMII2DlwL71NPDYyzLAuk6VKY8U0n_W0Hptal_MvK_e5eP9n8X-DACTIK-I3sp4qQ542FadNH9AGiyBLtN-JRiuGyoQ1d0gUUdYX0Z5tod6qjoRoMZSHJZzpEdCmI0dVYCkIoLG9oGK5ztldMxCL0uPN3g3wCaQeArxUjRWTKMFIYtQ0lf_r9xPDcn1Rpo_hBklRgRMKA7fVVwDYJ-LQn9ELFJw5ut01U3bMwK6UqtLcpdGuwP5tv4jsjcwNGcR2tXrVbrr3Uu4NdHOeRxzsw26hMMLhYTVn6_jcXuYzp3vnmqRcapGaeegQmQXvnPJk6bRGOYBHWCNgvrQshNZBlb68d&sai=AMfl-YSfoYJ2DH77N5kyIRKDRzMKL-adHqrCKlFUIrHdKREr4N6N_UAKiNKYPUEQjPHrCap63llXIuQpl_lalNUSLilzW33KOE1QgHzVtyFk8kWRRG_MuSYlGP_VsrrSY_vHeGx1vaYi-rDCMq3zQoEeKIqHMFUVJY3Go1d6I9qpB7MH7qeH8y5X84yqeG-9Ek1aKEYdpeQyEiMLTcddzVLPeZjNYXmep5M_E9_w5gAByHcO6EefM0rDed_Oyh3gY3N-Ppwoo6LWhyPu7he4PXpBeVCj4BkcsI4X6dRYMT75LmBL--DEp7a1dlX1TfJnlw7PKZML9zk00TKBv8-l17BTQGxPRExJ_ulXe9u30oibH7P9xhV9SBVlooJNM9wXXKioRCfXaDdEs6Fd3Jo&sig=Cg0ArKJSzOYGj_ExE3tlEAE&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://ad.doubleclick.net/ddm/trackclk/N510001.110872INVESTOPEDIAUS0/B23381186.385380135;dc_trk_aid=576309121;dc_trk_cid=208405767;dc_lat=;dc_rdid=;tag_for_child_directed_treatment=;tfua=;ltd=;dc_tdv=1


READ MORE    

Partner Links

Learn to trade stocks by investing $100,000 virtual dollars...

Get daily insights on what's moving the markets and why it matters..

Sign up for our daily newsletters

Power technical analysis with OANDA's platforms. Losses can exceed
investment

Business Corporate Finance Financial Statements

Related Articles

Financial Statements

Understanding Accounting Controls for Financial
Accuracy
By Will Kenton

Financial Statements

Understanding Incremental Cost: Definition, Calculation
& Business Impact
By The Investopedia Team

Financial Statements

Financial Restatements: What They Are and Why They
Matter

By Daniel Liberto

6/1/26, 8:52 PM Working Capital: Formula, Components, and Limitations

https://www.investopedia.com/terms/w/workingcapital.asp 11/14

https://adclick.g.doubleclick.net/pcs/click%253Fxai%253DAKAOjssOQuMPoVsdUjZXPxX-SH4RoAS-sWCj74-kcZr3v2-2yU2me6_3xH01UciZSfy8f2siMLn7PVUPpOb0csgKNi8PeyTd9v9sgyhI8YmF5-pgIEYKQH7xQ3Mr_joHE8czIdjdJYUgWhwVXybscS7eev-yYqa_OlrYeCrs7el5ibv91FsCY07roVzgrVm9PAU6EmK2NklTmExrjurodOctHzRDkcHHmGH3qDjbJjZN_mVnMzrgGsxv1pFDPQh6_ptxIkXrRfom2asGOKOcfSki-a1dn0jK4NcHFkCVLoP-k6ZII66QvlCMLzCydTCGE2hSvUjApu4_U-lwEvfyNoYvAmDunWgSSU1JFGwHmVsN0ufVjHTDc554YARsHDcjrFSOp2JgYk7kqD-zMSZ4BzZMXg4Hsyvv3Fdv1d-90GVVjpXCBVyXirKw8u6vOhCgsrUvE3sPcJk%2526sai%253DAMfl-YQXTDIR_jx3UrXvVWP3lo63SSIEKI0iX2bObqkY_uZtBYo6P8JzipgsyL8ykEYZa9ouC2E8pdCcpnK2HVrqDSLK0jYoCYkr743rSLyvKM6dTw3pFo63lDKaliVEclknMdamI9kw95qlMsFYK4GyzTDgSie3SaiZ4AliauAQOmqamNk_SFlfwa1ztivADt_IGNfbjM0bR91HwXpG24CGm2yuY9-BR9ITd8fvL9FA9zYT0aNx11AHD2y79NIP3CLbtlFhPLaWyn8WAg2rbiCiMgj-H1HpN1F__QK7UTYMRi8o_shKCU8t9uPSVGO04tmvLQX5fwbGrv7usUEIJfd5u5fxnkjQ8F6PC-t0Y0nPRgYD5eT1DNyhFsrxsmXEo4J82yXeMCZ3biDn0qw%2526sig%253DCg0ArKJSzFgSorxUNXsDEAE%2526fbs_aeid%253D%25255Bgw_fbsaeid%25255D%2526urlfix%253D1%2526adurl%253Dhttp://www.investopedia.com/simulator/
https://adclick.g.doubleclick.net/pcs/click%253Fxai%253DAKAOjstP7qm4LVhkkBCKvB1ndWsjMBxtEYdB9qBYngH6zgorM4bkduIZNTH8X9RpNp80sNKnas6960zulczxap4RE6BBS99KQllJrBtuLosQMgs8L97DNBFGo1vkdot7khpHmPZXbzscIxrHmBmIJufzEZ1NvdCo2_tT2Cn_XRG0XX_9sX-lZ1rhOkgE_R41_6d9xoRtZIikjcG5Z8AtiNqeTdbvuxq97S6oPmCPtSx7b815lBdZu5khRuOh7_-T-7AUhSAC2l0aF4lStI5Q3DNcxBq95_Y4E4Tpgi6QXlFX2jDfQeUQFH_IHiGhaiGYZ-M3PQ0oCst-ji5PoVnE5uAEgO_4nfP74oQQ5PBem4oPK---IbDtgy7UNats7_kYCX33Rw_JtzBciXgd2_uAdQnf7aGP7irHhrPgWlUuGRWBmPduDJWtZCJX89YYB2UiUED0Lmvm6Yg%2526sai%253DAMfl-YTHsEMnPSFjVyYtwWjDGYmYuDQylBnGer_3R7NabWxEVUPvP_1ZkCAMywBOKpb8zLlSePWKl6_8K1Y1szkjZAc2_fkOGcoNJCwjPDDWBrSNJQRkwYhgaU3cU-BZAN0AlUIr8rM8azQzLHlD3go_QjaLNJ4O6XYHnmJrnLzLype89C9ctb2opKtUOWvZgvdek31ZNQ1nnd69C_P8RgUVwFY0id8pbwoafOTmk975mM7I7qMklaCAxEeAfn_YvlA_62ychmVfMpQPMuLH4hFOH1JKqcEMBgi2R_mrCCfIHT6eVS2zQeVVmBqtnHf2C4vFM33Z-ZtaEstB08KITRwIdCAJOjG0TOrrnoSNmv5gXbWbvUK30CoYwU2vROmdPr4mmJ1n860TSu9wf60%2526sig%253DCg0ArKJSzLR2Tc0smgcMEAE%2526fbs_aeid%253D%25255Bgw_fbsaeid%25255D%2526urlfix%253D1%2526adurl%253Dhttps://www.investopedia.com/investopedia-daily-newsletter-opt-in-right-rail-7095820
https://adclick.g.doubleclick.net/pcs/click%253Fxai%253DAKAOjsuYWfbhmRUE2SdyJWFMYW67LIai6hFQen87IkfnTEnKkc1_yRa3SwaSiHN4K9CHWuPLYv4UZpY6lDtYnb7m_l7Rv-9Ndt7p249CkO0Ugf6BMmLFdDUAlX74IXq5GvH0mZoB1HU0AvqX53tzFBkbGzJH-xKtMJsSkOGb614wGQJsw5a2nNEOme7Cuh-sjZGbchNd5EH4ACKNa4IexbWnZIKSIEEJBe7iqC1RwpWPE7205yfzZ4pQgGUqG-S-jDaljO8tr_iwqp9NyJm2KNNRG9WfXk9VMf-XgNvZm5t1VFRdet7zpFdtq5v6I7dApV_8CrDLPeor3qJ3TKAQIS80OjL9f4eOxJFE6aFYtjZTEFeEdh36gIE7cnnqVjpkAYLcIBd6zE6iTcnTsDGR28K8Op3fqk-NP2IZ7YHXHzYZOYKsz9jCZ5AjlLlTN-5iAvCJVyJOB1E%2526sai%253DAMfl-YRbcUHV4xST0nvkjVlNUzpkJoeJ9mqO16bXABByzHs9_zHs-hsiaTX8bU26P5vA3QA58NyFro5eOlRw7uKudHB2HW4YRJcPUcV4Cfu9o7fzreMaB46rBJo876roYcV550Grz1AV2X9OGtgSpwu__uU_ziwkloRMMTDllQM7_5m80d_nqpp4f5oosK8r-vjaj7QKXAFIk4Pe9LXIUtoezo8V1PWaj3eF9Ekgp6EK8_osEqg-Pg3tv78vsr9CQ4tGfDrjlYD__XouijAQ-YoXlyI0Jy-T9pa7eF3F-LzNIjhjucY0UC1vzVaxtANrEA-Cid_yWCJvjm8SrJX-ZSn9L8yI0DvBG-2j8bcQJoDGuspX7-TGxdNt9p2c8pLvu1VroJySXBrVv312q4A%2526sig%253DCg0ArKJSzCOC_RG22WohEAE%2526fbs_aeid%253D%25255Bgw_fbsaeid%25255D%2526urlfix%253D1%2526adurl%253Dhttps://www.investopedia.com/investopedia-newsletter-opt-in-7095821
https://adclick.g.doubleclick.net/pcs/click%253Fxai%253DAKAOjstSDdo5IA_q5NxYdmYXuzGxgHObNiFK8it31kcv55u0owlm8fdkNsMyvtR31Qmh8gaIwXb8GAjyZvjkFoU-4BuOjDxdn4eGBCKz1cfm2i5kzFhCDX2ZGkQ5MSU9dXJKbMax-OewiZopsRsD89cXvYzodd81EVGKno9de67Yy_bbhnaOFYa7glsjZ10_X6LbHgnqj74rePgHed88IHNGYyjHNdSB7ptpgy7jLJu8UIyp5Vcxuxfbnw23i0PBsYk_7R7X3nAkHwYWicogxWlz0HKQYxAighp3rZmr3H1fHuqCgE60Ke4q_dythEpc8NB0-XiAh1o36hP2aF0_JFhLpCPlYweMOaRb4uTLkqfdTPxVA1H7PbPBd0PTYTis9M3Oe7w1ZlP3UBQ1mMwxZi0FlRrE3c-WVHOZZzUzUwnD7iR8EJddsrFWCNZpRsbCKPZueNyC1PyD8Qk%2526sai%253DAMfl-YQcKzbY6EHAJa4VwZoiMVO_-M2jdKlAomzCU1dPpHa2qTHz6c2JZXAoV__7F7xACf0Z_qznumBEiBSMFyCfrL9E_9sY-vbOgNSUKt0Nzs09oB7Mo8gAtZ9Kf7CyKPEdp4Ja4Cs46BxgY8Uy7FbH_h1Vc1dZNM5658Q7c50XoPuxgz-FQMlSqY4_oH6pibY7FZVr2ztfXdDAXj4UbiHG2hhPhASQhGdsSjhqSlIdEGhHukZjQQVf5O6mR04oOxzpNdqsNRW7j7sXk7_nJCrLGH0irl5lp7j1rvXi7GOU8_xxaFOa1guX_cjJU2hzR58FGwGfG5aafMhO5p9pTJ6LBBMS-_rPyIMvedzyL1_Oc3yQBV6WlPSNqmjJ6OFr8jMK3YUQyThrFp_BoMo%2526sig%253DCg0ArKJSzIb5fSdQxLiHEAE%2526fbs_aeid%253D%25255Bgw_fbsaeid%25255D%2526urlfix%253D1%2526adurl%253Dhttps://ad.doubleclick.net/ddm/trackclk/N980739.110872INVESTOPEDIAUS/B27667508.334563592;dc_trk_aid=526611151;dc_trk_cid=169946758;dc_lat=;dc_rdid=;tag_for_child_directed_treatment=;tfua=;ltd=
https://adclick.g.doubleclick.net/pcs/click%253Fxai%253DAKAOjsv65CRCwSy5oqxo9lUIaV3I-R0C0Mea9e75yk5mM2SC_G56zQcsXo7I1YgaHB0HDJw4CgDjeCmHF_7440JkrG826tGBoIvBJ1enUtmvy4J6KMQpBv3nH1P1oEWnpFR-h0AuAsWqwhJDLGCngQrcu0JSDN4XRfnT9j0kgJqrA-H-vJ2k96l047wviVFAfh40r0JavYlcEH97mdAZFYxsY4s0lRa9kf_6g0o7x3WcgJQh8ztoLXPtxtfkNKTztyAk1hE9jeXX_9TRs3QPkMhEGgRnrLw6bQhD9o9UcHWI0wlgh34DMKVLGS8QNuM9tQV8iM2ZXbGvDyj8qf89eAHXxLnO5D-iD6Us3He6tJ_X1dKbOozmK1evfysGe99p2zzgIPfVzzGkx5xC_NIs-n5Kn_RxYPFoJLaOLLFjIKpyiIz0eqth-Z1VyZsXubXTgsR_Nj77zwU%2526sai%253DAMfl-YRQQRDzHn2zqtU1VZxRaLhyRehZucmCD3IX0wgCcRDIZ0yt-F3WKD7Na6yYKhp0Sov41FxHZ29F4RSN0gLKls-GbScDtUOTjGBd0fNJoN5HCDWrurFjrEqbqkBwRFZsjaqSPAsKRkRG8UIP3K3FkKrL40uMbydApyUTA4Euytd_IfjgaqmPtMaZwxZUGhJLnOxaXfvkhb1xGOx-xF3rDvy0gVJR_YmjnyEWOXyQplyhez0XJmoClhmOPFh7p7dXcWzw5XCqig-ELAzf62fN-kJmclez7Df7uV2MvnE6rlBn7OgPSfUaSX4B7cZ221wegJF6YlwVdRCN02haMxej-aJd3C0WIf-Ncsad_1OFyDgXzrZowp7YogZQe1Xtvy2ygViBBmD_uQ4HtWg%2526sig%253DCg0ArKJSzJ-Svn8WYbENEAE%2526fbs_aeid%253D%25255Bgw_fbsaeid%25255D%2526urlfix%253D1%2526adurl%253Dhttp://www.investopedia.com/simulator/?subid=dfp&source=dfp
https://adclick.g.doubleclick.net/pcs/click%253Fxai%253DAKAOjsv65CRCwSy5oqxo9lUIaV3I-R0C0Mea9e75yk5mM2SC_G56zQcsXo7I1YgaHB0HDJw4CgDjeCmHF_7440JkrG826tGBoIvBJ1enUtmvy4J6KMQpBv3nH1P1oEWnpFR-h0AuAsWqwhJDLGCngQrcu0JSDN4XRfnT9j0kgJqrA-H-vJ2k96l047wviVFAfh40r0JavYlcEH97mdAZFYxsY4s0lRa9kf_6g0o7x3WcgJQh8ztoLXPtxtfkNKTztyAk1hE9jeXX_9TRs3QPkMhEGgRnrLw6bQhD9o9UcHWI0wlgh34DMKVLGS8QNuM9tQV8iM2ZXbGvDyj8qf89eAHXxLnO5D-iD6Us3He6tJ_X1dKbOozmK1evfysGe99p2zzgIPfVzzGkx5xC_NIs-n5Kn_RxYPFoJLaOLLFjIKpyiIz0eqth-Z1VyZsXubXTgsR_Nj77zwU%2526sai%253DAMfl-YRQQRDzHn2zqtU1VZxRaLhyRehZucmCD3IX0wgCcRDIZ0yt-F3WKD7Na6yYKhp0Sov41FxHZ29F4RSN0gLKls-GbScDtUOTjGBd0fNJoN5HCDWrurFjrEqbqkBwRFZsjaqSPAsKRkRG8UIP3K3FkKrL40uMbydApyUTA4Euytd_IfjgaqmPtMaZwxZUGhJLnOxaXfvkhb1xGOx-xF3rDvy0gVJR_YmjnyEWOXyQplyhez0XJmoClhmOPFh7p7dXcWzw5XCqig-ELAzf62fN-kJmclez7Df7uV2MvnE6rlBn7OgPSfUaSX4B7cZ221wegJF6YlwVdRCN02haMxej-aJd3C0WIf-Ncsad_1OFyDgXzrZowp7YogZQe1Xtvy2ygViBBmD_uQ4HtWg%2526sig%253DCg0ArKJSzJ-Svn8WYbENEAE%2526fbs_aeid%253D%25255Bgw_fbsaeid%25255D%2526urlfix%253D1%2526adurl%253Dhttp://www.investopedia.com/simulator/?subid=dfp&source=dfp
https://adclick.g.doubleclick.net/pcs/click%253Fxai%253DAKAOjsuXirL6q0X4-QzxZANqiGEVJRsDHvyKwAI4F1xiQklhQCCzC9oTG-4yFbo4vpDNTx-HDieOa2mZmjaUIAyY0UEia4FmHB6WjT7XjAYETY5xloAeLa5COHqTc9YC30pREp9IWevZvnUTtLng3JyyF4AWl144JrpMIcwGP4LiHTYcZaxz9ZfqqfNJ0bgDT2DHHCaG1PlAtp3kup4nRfevSTjJWeMSdn6Cy5bfXtOd4q_t5GRs92OKn-799a9a4A8vSpeMA4rbhBdSxs68UjgzciGnjRV3E6Th-Zc3S1CoNhjcukb5KdflPUhUOSQB8HzkA5qNohk4jbeSiJ_mt6zb8eLoah0RLev1gENcT_J-6MtH-IXw2f9v8XssH40Kp7OWsgmu6yFLUYP6Oi6ViWYoqf3qTH9SlCWP2nfzQgG5DIDQIG3twM3dVf8vu0z-0zZflv8gFVo%2526sai%253DAMfl-YRbqsMaV_fFtBJrZAb7n66_l5bkUkOdEV1lS6iMm9-Ea0YpuRnUuSG-LCAjkuvr40sKMSbTG64Iie89IDzEFya_Saah2t-HV3B-oktPShvn7W5KVTdAJjToJA3BvFO1aLrgDRy8i2QF8BoYWL1wX4z4IbMLcE8rFGU3n9qcYsa-LdTgyjsS77CeVhlHeThR3gCgDS5T9mzuoWVVGol-SGfP47sxXVLXRVD0PrQeGuL2q5NHp3tJk74raQsie3srZvZBKlEL3cmk38rP7RNPpFp532GnNMjIqENMIQKgcnRdcdOmDwlTchU47mu_XDEZpBfvjDa4Ry2DeZqLFaXcjFoQ_ILGMQFVj_jG4zrtmeMLE3Mtn94qtLwO8HGEC0M4uBIDiFLNHcqPoUY%2526sig%253DCg0ArKJSzCS1tb_Smq9MEAE%2526fbs_aeid%253D%25255Bgw_fbsaeid%25255D%2526urlfix%253D1%2526adurl%253Dhttp://www.investopedia.com/simulator/?subid=dfp&source=dfp
https://adclick.g.doubleclick.net/pcs/click%253Fxai%253DAKAOjsuXirL6q0X4-QzxZANqiGEVJRsDHvyKwAI4F1xiQklhQCCzC9oTG-4yFbo4vpDNTx-HDieOa2mZmjaUIAyY0UEia4FmHB6WjT7XjAYETY5xloAeLa5COHqTc9YC30pREp9IWevZvnUTtLng3JyyF4AWl144JrpMIcwGP4LiHTYcZaxz9ZfqqfNJ0bgDT2DHHCaG1PlAtp3kup4nRfevSTjJWeMSdn6Cy5bfXtOd4q_t5GRs92OKn-799a9a4A8vSpeMA4rbhBdSxs68UjgzciGnjRV3E6Th-Zc3S1CoNhjcukb5KdflPUhUOSQB8HzkA5qNohk4jbeSiJ_mt6zb8eLoah0RLev1gENcT_J-6MtH-IXw2f9v8XssH40Kp7OWsgmu6yFLUYP6Oi6ViWYoqf3qTH9SlCWP2nfzQgG5DIDQIG3twM3dVf8vu0z-0zZflv8gFVo%2526sai%253DAMfl-YRbqsMaV_fFtBJrZAb7n66_l5bkUkOdEV1lS6iMm9-Ea0YpuRnUuSG-LCAjkuvr40sKMSbTG64Iie89IDzEFya_Saah2t-HV3B-oktPShvn7W5KVTdAJjToJA3BvFO1aLrgDRy8i2QF8BoYWL1wX4z4IbMLcE8rFGU3n9qcYsa-LdTgyjsS77CeVhlHeThR3gCgDS5T9mzuoWVVGol-SGfP47sxXVLXRVD0PrQeGuL2q5NHp3tJk74raQsie3srZvZBKlEL3cmk38rP7RNPpFp532GnNMjIqENMIQKgcnRdcdOmDwlTchU47mu_XDEZpBfvjDa4Ry2DeZqLFaXcjFoQ_ILGMQFVj_jG4zrtmeMLE3Mtn94qtLwO8HGEC0M4uBIDiFLNHcqPoUY%2526sig%253DCg0ArKJSzCS1tb_Smq9MEAE%2526fbs_aeid%253D%25255Bgw_fbsaeid%25255D%2526urlfix%253D1%2526adurl%253Dhttp://www.investopedia.com/simulator/?subid=dfp&source=dfp
https://www.investopedia.com/business-4689640
https://www.investopedia.com/corporate-finance-and-accounting-4689821
https://www.investopedia.com/financial-statements-4689816
https://www.investopedia.com/terms/a/accounting-control.asp
https://www.investopedia.com/terms/i/incrementalcost.asp
https://www.investopedia.com/terms/r/restatement.asp


Financial Statements

Understanding the Capitalized Lease Method in
Accounting
By Will Kenton

Financial Statements

EBITDAX in Oil & Gas: Calculate and Compare With
EBITDA
By Will Kenton

Financial Statements

Contributed Capital Explained: Definition, Calculation &
Example
By Adam Hayes

Financial Statements

Share Premium Accounts: Definition, Uses & Examples
By Will Kenton

Financial Statements

What Are Property, Plant, and Equipment (PP&E)
Assets?

By Beverly Bird

Financial Statements

Understanding Accounting Standards: Principles and
Applications

By Will Kenton

6/1/26, 8:52 PM Working Capital: Formula, Components, and Limitations

https://www.investopedia.com/terms/w/workingcapital.asp 12/14

https://www.investopedia.com/terms/c/capitalleasemethod.asp
https://www.investopedia.com/terms/e/ebitdax.asp
https://www.investopedia.com/terms/c/contributed-capital.asp
https://www.investopedia.com/terms/s/sharepremiumaccount.asp
https://www.investopedia.com/terms/p/ppe.asp
https://www.investopedia.com/terms/a/accounting-standard.asp


Financial Statements

Understanding Inherent Risk: Types, Examples, and
Audit Implications
By Adam Hayes

Financial Statements

Maximize Real Estate Profits: How to Calculate Net
Operating Income (NOI)
By Will Kenton

Financial Statements

Understanding Fiscal Year-End: Definition and
Comparison to Calendar Year
By Adam Hayes

Financial Statements

How Earnings Announcements Impact Share Prices
By James Chen

Financial Statements

Understanding Cash Flow From Operating Activities
(CFO)

By Shobhit Seth

Financial Statements

Understanding Cash Flow From Financing Activities
(CFF): Key Insights

By Ali Hussain

Financial Statements

Non-Cash Items: Their Impact on Banking and
Accounting

By Daniel Liberto

6/1/26, 8:52 PM Working Capital: Formula, Components, and Limitations

https://www.investopedia.com/terms/w/workingcapital.asp 13/14

https://www.investopedia.com/terms/i/inherent-risk.asp
https://www.investopedia.com/terms/n/noi.asp
https://www.investopedia.com/terms/f/fiscalyearend.asp
https://www.investopedia.com/terms/e/earnings-announcement.asp
https://www.investopedia.com/terms/c/cash-flow-from-operating-activities.asp
https://www.investopedia.com/terms/c/cashflowfromfinancing.asp
https://www.investopedia.com/terms/n/noncash-item.asp


NEWSLETTER SIGN UP

Follow Us

NEWS INVESTING

SIMULATOR BANKING

PERSONAL FINANCE ECONOMY

REVIEWS DICTIONARY

About Us Editorial Process

Careers Contact Us

Privacy Policy Terms of Service

Advertise Your Privacy Choices   

Investopedia is part of the People Inc. publishing family.

6/1/26, 8:52 PM Working Capital: Formula, Components, and Limitations

https://www.investopedia.com/terms/w/workingcapital.asp 14/14

https://www.investopedia.com/
https://www.facebook.com/Investopedia/
https://www.facebook.com/Investopedia/
https://www.instagram.com/investopedia/?hl=en
https://www.instagram.com/investopedia/?hl=en
https://www.linkedin.com/company/investopedia-ulc
https://www.linkedin.com/company/investopedia-ulc
https://www.tiktok.com/@investopedia
https://www.tiktok.com/@investopedia
https://www.youtube.com/c/investopedia
https://www.youtube.com/c/investopedia
https://www.investopedia.com/news-4427706
https://www.investopedia.com/investing-4427685
https://www.investopedia.com/simulator/?inv_to_sim=global_nav
https://www.investopedia.com/banking-4427754
https://www.investopedia.com/personal-finance-4427760
https://www.investopedia.com/economy-4689801
https://www.investopedia.com/financial-product-reviews-7110783
https://www.investopedia.com/financial-term-dictionary-4769738
https://www.investopedia.com/about-us-5093223
https://www.investopedia.com/legal-4768893#toc-editorial-policy
https://www.people.inc/careers
https://support.investopedia.com/contactus
https://www.people.inc/brands-privacy
https://www.people.inc/brands-termsofservice
https://www.people.inc/advertising
https://www.people.inc/



