
acroeconomic factors  affect the company's performance; Companies need to be aware of
these factors to minimize the impact on future cash flow and profitability. Microeconomic

factors such as demand and factors of production are controllable and their effects are easy to predict
and manage, but macroeconomic variables such as the unemployment rate and the corporate tax rate
are beyond the control of the organization, so it is necessary  for companies  to anticipate the
heterogeneous effects of these macroeconomic factors.

Fluctuations in macroeconomic variables  affect  the optimal performance of listed companies.
These elements are external to the organization and not under the control of management.
Political-environmental variables, suppliers, government regulations  and competitors all affect  this
(Issah and Antwi, 2017). A number  of external  factors  affect  the growth  of a company's  profits
(Obeng-Krampah, 2018). Despite  the existence of the aforementioned variables, many  researchers
consider the exchange rate, public spending, unemployment, population, interest rate, inflation, money
supply and gross domestic product (GDP) as the most important and established factors (World) Bank
Report, 2019; Haider et al., 2018; Issah and Antwi, 2017). When assessing  the importance  of
disclosing to the government,  the stock market, listed companies  and investors the impact of
macroeconomic factors on the performance of listed companies, it is important to remember that these
variables are not independent (Epaphra and Salema, 2018).

With the increase in demand and supply of quality goods and services, international trade  has
grown, including commercial banks to meet the growing demand for quality financial services (Ally,
2022). Exchange rates, interest rates and inflation must be taken into account when making investment
decisions. Commercial banks are interested and conduct analyzes to find out the impact of the smallest
changes in these variables on their business (Vines, 2017). Exchange rates, inflation and interest rates
deserve special  attention in developing countries,  because  small increases in interest  rates  are  very
sensitive and controversial,  due to the need  for structural adjustments  and changes  necessary  to
remove economic uncertainties  in the system;  Idaka, Ugwoke, Ajuh and Edith, 2021). Countries
around the world try to maintain a good economic policy, because the manufacturing sector is very
key, which makes economic development a developing economy, because the manufacturing industry
has a  positive effect on economic activity both in terms of job creation and the added value of the
gross domestic product and export.

Examining the Interplay between Macroeconomic Factors
and

Airbus' Financial Performance in the United Kingdom

Marilena Ruiu, Department of Psychology, Olivet Nazarene University, Bourbonnais, IL 60914, USA
Maria Pietronilla Penna, Department of Pediatrics, the University of Chicago, Chicago, IL 60637,

USA

Abstract: This study examined the effect of macroeconomic  on financial performance  of Airbus companies  in United
Kingdom using money supply as the independent variable while return on assets financial performance  of Airbus
companies in United Kingdom. Ex Post Facto and time series data were adopted for the study. Data were extracted from
the annual accounts of the company, World Bank and OECD indicators from 1999 to 2022. Multiple regression analysis
was used to test the hypotheses.  From the analysis, the study found that money supply has  a positive and significant
effect on the financial performance of Airbus companies in United Kingdom. Based on the finding, the study proffers that
financial institutions should pay special attention to the broad money supply by manipulating, among  other things,
instruments such as the liquidity ratio and the reserve ratio, which directly affect the monetary aggregate, in order to
improve the performance of companies.

Keywords: Money supply, return on assets and Firm leverage

Introduction

Organization Development Journal
Volume 42, Issue 2, 2024
© The Organization Development Institute
Some Rights Reserved (CC BY-NC-ND 4.0).
ISSN: 0889-6402
http://odjournal.org/

M



ORGANIZATION DEVELOPMENT JOURNAL

Many previous researches  prove that macroeconomic factor have an impact on company’s
financial performance. In existing studies, the effects of macroeconomic factors were mainly analyzed
for the banking system, stock market, and profitability of companies. However, majority of the studies
did not look at the effect  of macroeconomic variables  on specific industry and also most  of these
studies use stock returns instead of absolute accounting variables to measure performance. This work
attempts to evaluate a specific macroeconomics variable (money supply) to determine the effect on
financial performance of Airbus Company in United Kingdom.

Conceptual Review

Macroeconomics derived from the Greek prefix macro, meaning "large" and economy, the word
"macroeconomics" is the branch of economics that deals with the operative, construction, behavior and
decision-making of the economy as  a whole. The macro environment looks at  the forces surrounding
the company.  The existing studies analyzed  the effects  of macroeconomic factors  mainly on the
banking system, the stock market and the profitability of companies. The following macroeconomic
factors were selected: exchange rates,  interest rate,  inflation, money supply, price of cocoa and gold,
level of economic activity, default  premium, maturity premium, yield curve  slope, gross domestic
product, unemployment, foreign direct investment, and government. Debt, harmonized consumer price
index, industrial production index, volume of trade, bank loans. Although there is a consensus that the
cycles of several macroeconomic factors have an important impact on microeconomic behavior, there
are not many studies comparing the importance of these macroeconomic  factors. Financial
performance is often measured using financial ratios such as return on equity (ROA), return on equity
(ROE), earnings before interest (EBIT), or sales growth. These measurements have the advantage of
being widely available, but creative accounting, manipulation of numbers and choices of calculation
methods make it difficult to compare the financial performance  of companies (Chenhall and
Langfield-Smith, 2007). A commonly used performance measure such  as ROA or EBIT is open to
financial compromises,  especially due to leverage,  which can obscure the fundamentals  of the
business. On the other hand, ROA is less vulnerable to the short-term creativity or manipulation that
can occur in income statements,  because  many assets  involve long-term asset  decisions  that are
difficult to change in the short term.

Money supply refers to the total stock of monetary exchanges that are available to society for use
in connection with a country's economic activities (Ahuja, 2010). According to the standard concept of
money supply, it consists  of two  parts: Currency  to the  public and Demand deposits to the public
(Uduakobong, 2014). There are  two things to consider regarding the money supply of an economy.
First, the money supply refers to the total amount of money available to the public in the economy at a
given time. In other words, money supply is a concept  of stock, which is completely opposite  to
national income, which represents the value of goods and services produced in a unit of time, usually
taken as  a year, secondly, money supply always refers to the amount of money held from the public
(Ahuja, 2010).  Money supply affects  economic growth to a greater  or lesser  extent, positively or
negatively. Since 1959, there have been two main phases in the conduct of monetary policy, namely:
the phase  of direct  monetary policy and the  phase  of market  mechanism (Uduakobong, 2014). All
these steps  sought to optimally regulate  the supply and price of money to achieve certain  desired
national goals (such as increased and sustainable production). It has been observed that the amount of
money offered in the economy affects the gross domestic product, or overtime income. For example,
Sanusi (2001) argues that economic growth will remain.

Financial performance includes elements of accounting literature, and for decades researchers
have considered sub-elements or variables  suitable metrics  to evaluate  the performance  of small,
medium and large companies/organizations (Kaguri,  2013). The financial indicators of the company,
which are clearly visible in the financial statements,  are: EPS, NASP,  ROA, DPS, etc.;  market
performance metrics include: sales, market share, etc.; and shareholder return as  measured by ROE,
dividend payout ratio, dividend coverage, etc.  (Richard,  Devinney, Yip, and Johnson (2009) all of
which are  performance measures linked to different variables in financial statements.

The economic result is the value according to the financial statements included in the annual and
quarterly reports  of the company.  The economic performance of a company can be seen through
financial indicators such as liquidity ratio, solvency, activity ratio, profitability and market  value
(Aruan et al., 2022; Razak et al., 2020; Thamrin and Sembel, 2020).

167



RUIU & PENNA: EXAMINING THE INTERPLAY BETWEEN MACROECONOMIC FACTORS

Alfred (2023) analyzed the influence of those internal macroeconomic factors that can be used to
formulate strategies to develop the financial efficiency of banks, and how much these factors affect the
financial efficiency of banks.  The data  used in this study is secondary data  obtained from; financial
statements of selected banks. Inflation, interest rates, composite stock price index, exchange rates and
gross domestic product (GDP),  capital adequacy ratio (CAR) has effect on return on assets (ROA).
The impact of macroeconomic conditions variables on banking activity is 76.9%, while the remaining
23.1% is the impact of other variables  not included in this study. Okoye (2022) investigated the
impact of selected macroeconomic variables  on the performance of savings banks  in Nigeria.  Data
were analyzed using econometric  methods using Augmented  Dickey Fuller tests to determine
stationarity and ordinary  least  square  (OLS)  regression analyses.  The  regression result  shows that
money supply and interest rate have a positive and significant effect on return on assets (ROA), while
exchange rate and inflation have a negative and insignificant effect on return on assets (ROA). Umar,
Jaleel and Shamshair (2020) conducted  a study on "Do Macroeconomic  Factors Affect  Firm
Investment Decisions?" the study employed generalized method of moments (GMM). The researchers
studied 12 Asian countries, where the study covered 10 years,  and the analysis method is the GMM
approach, which was  used  to find out the  relationship between macroeconomic factors  and capital
investment of companies.  Based  on the results of the study, it was  concluded that an increase  in
inflation leads to a decrease in investment due to an increase in future investment costs.  Ruhomaun,
Saeedi and Nagavhi (2019) examine  the impact of selected  macroeconomic and microeconomic
variables on firm performance in the  Malaysian  manufacturing sector.  The  effect of variables was
investigated using panel data and generalized methods of moments (GMM). All variables were found
to have a negative  and insignificant effect  on the result, except  for the derivative, which has a
significant effect on the result.  Khan,  Ullah, Ali and Khan (2018)  have empirically investigated the
relationship between  the interest rate, inflation rate, exchange  rate, GDP growth rate and the
unemployment rate  with the dividend payout ratio. The study used OLS model. Form the analysis of
the data it was concluded from his result that there is a positive relationship between the exchange rate
and the  unemployment rate  and negative relationship with the interest rate,  inflation rate  and GDP
growth rate with the dividend payout ratio. Pacine (2017) empirically investigated the macroeconomic
determinants of UK firm performance using data from the UK's 100 largest firms from 2000 to 2014.
The results show that  the gross domestic product (GDP), the interest rate of the domestic debt has a
positive effect on the income tax and the inflation rate with stable productivity. Rao (2016) conducted
a study on the relationship between interest rate  and financial performance in Nairobi from 2004 to
2015. Descriptive research was  used to collect and analyze secondary data.  Economic performance
was measured by EPS. The research revealed that the interest rate has a significant negative impact on
economic activity. However, the focus of this study is on Kenyan DTMFIs. Gado (2015) investigated
the impact of inflation on the performance of the 20 most capitalized companies in Nigeria. Return on
assets was used as a measure of the dependent variable. The study introduced a retrospective research
design. Correlation and OLS were also used in the study. The results show that the inflation variable
has a significant and positive effect on the result. Ahmed, Muhammad, Sehrish, Sana, and Muhammad
(2014) investigated the effect of financial variables on the performance of Pakistani firms. This study
used secondary data covering the years 2002 to 2012 and covering twenty companies out of 26 listed
companies. Panel  data was used and the statistical technique was  ordinary least square  multiple
regression. The variables used to measure performance are: leverage, sales growth, size, and age. The
panel data analysis, the parameters  used as proxies for microeconomic indicated that there is
significant effect on ROA. Leverage has positive effect on the performance of the firms when ROA is
analyzed. Size age and growth have a positive impact on return on ROE. Kwakwa (2014) conducted a
study on the  performance indicators of commercial banks  in Ghana.  The  effects of money supply,
inflation and bank size on the profits of commercial banks were analyzed. ROE and ROA parameters
were used in the analysis of the performance of banks.  The measured  results of ROE and ROA
concluded that inflation does not have a significant positive effect on bank performance. However, the
study focused on commercial banks in Ghana, so its market size and economic level is different from
that of Kenya, so the results  cannot be generalized to Kenya, as this study focuses on DTMFIs  in
Kenya.  Özlen and Ergun (2012) investigated the impact of macroeconomic factors on stock returns.
Using the ARDL approach  for inference, the authors  argue that the exchange rate  and interest rate
have significant effects on stock price volatility, and that stock prices are highly sensitive to exchange
rates and interest rates.

Methodology
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Ex-Post Facto exploration was used in this design. By analyzing events or past  information for
potential counterproductive factors, Ex-Post  Facto identifies factors  related  to certain  conditions,
situations, events, or behaviors. This is applicable because the purpose of the study is to determine the
effect of one variable on another without the experimenter manipulating the variables.

However, this study is quantitative  in nature, so it involves the collection of data from the
International Monetary  Fund, World Bank and OECD  indicators, as well as the annual financial
reports of the Airbus Company in United Kingdom (UK). The data to be extracted are money supply
and return on assets, while firm leverage for control variable from 1999 to 2022.

The study employed descriptive statistics, and regressions analysis with the aid of E-Views 9.0.

Decision

The study's hypotheses  were  tested  with a 5 percent  margin of error. Therefore,  when  the
p-statistic appeared at or equal to the critical level of 0.05, we accepted the alternative hypothesis and
confirmed that a significant association existed.

Model Specification

The study applied the model of Muftaudeen and Hussainatu (2014) which looked at
macroeconomic variables and performance of commercial banks in Nigeria.

The Model was modified as follows: ROA= f (M2,)

ROAit = β0 + β1M2it + β2LEVit + μ                    i

ROAit= Return on Asset of firm i in period t

M2it= Money supply growth% i in period t

LEVit= Leverage of firm i in period t

β0 and μ are the constant and error term respectively

β1, β2, are the coefficient of macroeconomic variable on the performance

Data Analysis

The average  value (mean),  their maximum values, minimum values, standard  deviation, and
Jarque-Bera (JB) statistic (normality test) for each variable. The results provided some insight into the
nature of the Airbus Company used in this study. First, it was found that on average for twenty-four
(24) years (1999-2022), the sampled British company had a positive financial performance (return on
assets) = 0.011140. Also, the big difference  between  the maximum and minimum value of
macroeconomics; interest rate  (ITR),  inflation (IFR),  exchange rate  (EXR),  gross  domestic product
(GDP), money growth (M2) and control variables; firm size (FSZ) and financial leverage (LEV).

However, Jarque-Bera  (JB),  which tests  variables  for normality or the  presence of outliers or
outliers, shows that  most variables are normally distributed at  the 5% significance level. This means
that variables with outliers distort our conclusions less and are therefore  reliable for making
generalizations. This also means  that least squares  estimation  can be used to estimate  a pooled
regression model.

Test of Hypothesis

Ho1: Money supply has not positively affected  financial of Airbus companies  in United
Kingdom.

The R-squared  and adjusted squared values were (0.90) and (0.85). This shows that all
independent variables together explain about 85% of the systematic variation in our company's ROA
over a 24-year period (1999-2022). The F-statistic (19.594) and its Prob (Fstatistic)  of 0.0001
indicate that the financial performance regression model is well specified. Autocorrelation Test: Using
the Durbin-Waston (DW) statistic,  which we obtained from the regression result, we found that  the
DW statistic is 1.946, and the information criteria of Akaike and Schwarz criteria, which are 7.03 and
6.63, also confirms this. our model is well defined. However, the control variable, firm leverage (LEV)
was positively related to Airbus firm financial performance, while LEV was statistically significant,
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p-value = (0.000).  In addition to the above, specific observations for  each explanatory variable are
presented as follows:

The coefficient of money supply is 0.000692 with a p-value of 0.051 and it was found to have a
positive effect  on the financial performance (ROA)  of our sampled  company and this effect  was
statistically significant because its p-value is less than 0.05.

Therefore, this result suggests  that we reject  our null hypothesis  and accept  the alternative
hypothesis (Ho1) that  money supply has a significant positive effect on the financial performance of
Airbus companies in the UK.

Conclusion and Recommendation

This study examined the effect of money supply on financial performance of Airbus companies in
United Kingdom. Data  were extracted  from the  annual  accounts  of the company, World Bank and
OECD indicators. Regression analysis was employed to test the data. From the result, it was revealed
money supply growth has  a positive effect on financial performance (ROA) of the sample company
and this effect was statistically significant as its p-value is less than 0.05. This finding was consistent
with the result of Mwenda, Ngollo and Mwasota (2023) who found that money supply has significant
positive coefficients and Okoye (2022) who showed that money supply has a positive and significant
effect on return on assets (ROA)

Therefore, managers and other relevant stakeholders must know that there is a direct relationship
between macroeconomic variables and the financial performance of a company because there is more
money in the economy; money supply leads to greater public participation in the stock market, which
improves corporate  performance. Based on the finding, the study proffers  that financial institutions
should pay special attention to the broad money supply by manipulating, among other things,
instruments such as the liquidity ratio and the reserve  ratio, which directly affect  the monetary
aggregate, in order to improve the performance of companies.
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