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Prefitability and Gquidity are the mos praminemt issues in the corporate fimames
literature. The ultintate peal for any firm is 1o maximize profitability. Hawever, fioo
mnch attention om profitability may lead the finm mito @ pitfall By dilutting ithe Gouidity
prosition uf&mm.mmmt.mpmﬁmhmmunﬁmm
relationship berween liquidity snd profitshility. The study covered tlurty losted
compamies witich were selected from mamufacturing, serviess znd trading sectors in
Colombe Stock Exchange over the pesiod of five years from 2011 o 2015. Liquidity
wras meesured by wsing corrent ratio and quick ratio and predrability was measursd by
msimg selarm o 28sefs, refum on eguity and reture on capial emploved. Descriptive
amzlysis. correlation amalysis and regression anmslysis were msed in amalysis and
finding sugeests that there is significant and wezk nepative nelatiomship between
liguidity and profitahility of selected menufacturing companies in CSE and dompamies
in servicss sector have wery wezk negarive relationship between: liguidity amd
profitability while that relationship is statisticallly imsignifficant There s partially
significant and megative relationship between liquidity and profidability of trading
sector in CSE. Fimally it was concluded thar, level of iquidity and profitabifity varied
frome sector to sector and also strength of n=gative relationship between liquidity and
profitebillity varied frem secter to sector. However, the findingz of this research are
Based om a smdy conducted en the selerted compamies from three sectors. Hence. the
sesults are ot generalizable th companies in tﬁihzraa:tms_".ﬂheﬁmdmgm mor: uselfol
to finemcial mamagers of conpamies for takmg sotmd dmsm om peoper tradeoff
between liguidity ard peofitability. P
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