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Abstract

In the context of financial decision-making, Economic Value Added (EVA) is a relevant indicator for
assessing firms’ financial efficiency. This research aimed to determine the impact of the Weighted
Average Cost of Capital (WACC) and profitability on the EVA of industrial sector companies in Peru.
The study employed a quantitative, correlational-causal, non-experimental design. The sample
included four industrial sector companies listed on the Lima Stock Exchange (BVL). Data were
collected through document review and analyzed using panel data regression models with a
longitudinal approach. The results show that Return on Equity (ROE) is a statistically significant
predictor of EVA in all companies, indicating a direct relationship. In contrast, WACC showed a weak
relationship with the variables studied. It is concluded that profitability shows a stronger and more
consistent influence on EVA than WACC, although the impact of WACC varies across companies.
However, the relationship between WACC, ROE, and EVA differs among companies. The model
explains a moderate share of EVA variability (14.39% to 50.52%), suggesting that factors beyond
WACC and profitability also contribute to value creation. These results provide both theoretical
insights into financial performance metrics and practical guidance for managers in emerging markets.

Keywords: Economic Value Added; profitability; capital structure; investment; industrial sector

1. Introduction

Understanding the impact of financing structure and profitability on Economic Value Added
(EVA) remains a major challenge in finance and business. Globally, innovation strategies within
organizations are becoming increasingly relevant as the competitive environment evolves and
market demands increase (Garcia-Sanchez et al., 2019; Flores-Macha et al., 2024). In this context,
financial management has been shown to have an impact on firm profitability (Mang'ana et al., 2023),
thus analysis of financial strategies suggests that adopting a value-based approach through EVA can
significantly contribute to improving firm profitability (Seddaoui et al., 2024; Yupanqui-Castillo et
al., 2024). In addition, EVA allows identifying competitive advantages and developed financial
strategies, thereby strengthening firms’ competitiveness and economic attractiveness (Gongalves et
al., 2023)

Williamson (1996) points out that equity finance contracts do not always require repayment of
the amount invested by a specific date. In the case of equity, no specific payment is guaranteed as a
return for the use of the money; instead, claims on profits and liquidation value are residual and
depend on the financial situation and performance of the firms. This highlights the challenge of
balancing debt and equity to finance operations in a dynamic market, where the goal is to generate
value for the firm.
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According to Climent and Haftor (2021), companies must focus on generating economic value
to be competitive, which requires strategic planning and the evaluation of performance metrics. In
this context, discussions on the Weighted Average Cost of Capital (WACC) arise from the need to
adequately measure the cost of capital, a crucial aspect to ensure operational continuity. The WACC
weights the cost of capital according to the proportion of debt and equity in the firm's financial
structure, reflecting the average cost of raising new funds (Brealey et al., 2017). This makes it a factor
that assesses the profitability of investments and calculates the present value of future cash flows
(Kostruba, 2024).

Traditional measures of financial performance often emphasize lenders’ cost of capital,
overlooking that shareholders also expect a return on their investment. EVA represents a
contemporary measure of financial performance, reflecting the economic benefit available to owners
(Zenzerovi¢ and Benazi¢, 2024).

In Latin America, understanding the factors that influence EVA is essential for assessing firms’
financial efficiency, particularly in industrial sectors where financial decisions are critical for long-
term value creation (Oke and Ajeigbe, 2024). However, the evaluation of intangible resources—
although crucial within the firm —still lacks precision, which limits their integration into value-based
performance models (Lopes and Carvalho, 2021). Within this framework, Return on Equity (ROE)
and the Weighted Average Cost of Capital (WACC) emerge as key indicators for evaluating
industrial performance, as they provide firms with reliable information for making informed
decisions about value creation (Marifio-Arevalo and Mufioz-Martinez, 2024).

Consequently, WACC and ROE should be considered as determinant variables in the creation
or destruction of economic value within organizations, and it is necessary to know their impact on
EVA, which is why the general objective is to determine the impact of the Weighted Average Cost of
Capital and Return on Equity on the Economic Value Added of the industrial sector.

The literature discusses various theoretical approaches to WACC, EVA, and ROE. According to
Damodaran (2023) the WACC is defined as the opportunity cost of all capital invested in a company
and is expressed as follows: WACC=W_d [i*(1-t)]+W_s*ks, where Wd: is the proportion of debt in the
capital structure of the firm; i: Interest rate on debt; T: Income tax rate; Ws: proportion of equity in
the capital structure of the firm; ks: Cost of equity.

According to Fung et al. (2002), profitability measures the ability of a company to generate
profits based on its sales, assets or invested capital; for Soto and Hiza (2021) it is an important variable
in business growth and business sustainability, and there are different types of profitability.
According to Peters (2024), ROE is a type of profitability that, being optimal, balances profits for
shareholders and the company's ability to raise capital. Mafra et al. (2016) highlighted its relevance
as a key indicator in economic decision-making, while Hernandez et al. (2013) noted that it influences
the mix of debt and equity financing within the financial system. Hoyle et al. (2020) indicated that it
is important to implement corporate governance strategies to optimize profitability.

For Heryan and Gajdova (2024), DuPont analysis is recognized for its complexity in assessing
the financial performance of companies. Ayaba et al (2023) mention that it is important in analyzing
the financial health of the company, belonging to the category of economic profitability ratios, being
useful in assessing the operational and economic performance of a company.

A widely used method for measuring profitability, particularly shareholders’ return on equity
(ROE), is the DuPont analysis. This method breaks ROE down into three key components: net profit
margin, asset turnover and financial leverage. These indicators allow assessing financial performance
from different perspectives (Saus-Sala et al., 2021).

Net profit margin indicates what proportion of revenue is converted into net profit, asset
turnover measures the efficiency of using assets to generate revenue, and financial leverage reflects
the level of indebtedness and the firm's ability to manage its solvency (Mei et al., 2019). The DuPont
analysis formula combines these three ratios: net income to sales (net profit margin), sales to assets
(asset turnover) and assets to equity (financial leverage), providing a comprehensive view of the
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sources driving profitability (Saus-Sala et al., 2021). The DuPont analysis is useful to identify which
component has the greatest impact on ROE (Jin, 2017).

EVA is a financial performance metric that measures the real economic profit of a company by
considering the Net Operating Profit After Taxes (NOPAT) and the opportunity cost of capital
(Tripathi, 2022). Introduced by G. Bennett Stewart and Joel M. Stern in 1989, EVA assesses whether a
firm generates or destroys value by allowing capital costs to be deducted from profits earned
(Sugeng, 2023). Similarly, Marshall et al. (1920) note that EVA reflects the profit remaining after
deducting capital ratios, while Amat (2000) highlights its usefulness in assessing organizational
wealth and operational risk.

EVA is calculated as the difference between Return on Invested Capital (ROIC) and WACC,
multiplied by total invested capital.. This metric not only measures financial performance, but also
guides strategic decision-making, aligning the interests of management and shareholders (Zhang et
al., 2024). Moreover, its advantage over indicators such as Return on Assets (ROA) and ROE lies in
its ability to balance operating costs, interest, taxes and expected economic returns, making it a tool
for measuring value creation (Pasandi et al., 2024).

The scientific literature has addressed the relationship between WAC and EVA of companies.
Lopez et al. (2019) demonstrated the relevance of EVA in the stock valuation of four Colombian
companies between 2015 and 2018, using a quantitative approach based on the results of the economic
value-added macro inducer. They concluded that long-term value creation has a significant impact
on the price of the market in which they operate, confirming their profitability.

Simultaneously, Leite and Silva (2019) conducted research on 127 firms in the industrial sector
during the period 2009-2013, of which 82 were Brazilian and 45 Chilean. They found that a higher
share of third-party equity in the capital structure of these firms was strongly negatively related to
their economic performance, which compromised their profitability. Also, EVA showed a low
relationship with the economic performance of Brazilian and Chilean firms.

The study by Tudose et al. (2022) explored the interrelationships between several financial
performance metrics: profit margin (PM), profit growth rate, ROA, ROE and EVA. Analyses such as
these revealed that factors such as leverage and firm size have a positive interdependence with
respect to EVA.

Similarly, Roque et al. (2023) evaluated the relationship between EVA and its determinants. They
examined 9,037 firms in nine Colombian economic sectors. The results of the statistical tests indicate
a weak relationship between EVA and its determinants. They concluded that there is a weak linear
association between EVA and its factors, suggesting that the generation of shareholder value does
not depend on a single factor, but on the result of a synergy between them.

Furthermore, Tudose et al. (2021) conducted an exploratory case study and statistical analysis,
demonstrating that a firm can improve its performance even during periods of growth, characterized
by constant investments. The results of this study contradict previous research indicating that EVA
is negatively affected by increasing invested capital. These findings open up new lines of research to
explore whether, at the industry level, EVA-based performance evaluation can foster the
development of a firm's economic capital.

Padilla-Ospina et al. (2019) conducted a study where they examined the financial performance
of 21 Colombian firms considered the most innovative in 2016. During the period from 2012 to 2016,
they analyzed indicators such as EVA and others, obtaining that only 4 companies presented a
positive EVA. On the other hand, Chen and Dodd (1997) argue that EVA has proven to be an effective
indicator of financial performance, as it adjusts accounting profits to more accurately reflect the value
generated for shareholders by subtracting the cost of capital from operating performance, aligning
the interests of managers and shareholders.

One of the variables involved in the calculation of EVA is WACGC; for Kroll and Levy (1980) this
reflects the overall cost of capital of a company, which includes both the cost of debt and the cost of
equity, being a critical measure in the evaluation of investment projects and the valuation of
companies. In this sense, research related to EVA and WACC has been conducted, such as Bueno et
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al. (2020), who calculated the cost of capital of B3-listed companies from 2012 to 2019, using WACC
as the estimation method, associating the result of WACC with EVA, obtaining that some WACC are
different, and only some companies had a positive EVA, concluding that the companies that have
generated value are those that maintained a lower WACC.

Girardone et al. (2024) highlighted that the increase in FinTech lending has facilitated the
reduction of WACC and optimized the corporate capital structure. This decrease in the cost of capital
improves key indicators such as ROA and ROE, which, in turn, increases firms' EVA.

Soto (2021), in analyzing the relationship between financial management and profitability of
Antamina S.A. during 2018-2019, used EVA and other traditional financial indicators, finding that
ROIC higher than WACC was key to this result and highlighted a positive correlation between EVA
and Antamina's strategic approaches. In addition, EVA enabled Antamina to anticipate and
overcome business challenges through more effective financial management.

While there are multiple studies on EVA and its associated variables, there is still a lack of
integrated analysis directly linking EVA to profitability and WACC. This highlights the importance
for companies to structure adequate financing in order to operate efficiently and preserve strong
indicators of profitability and value creation.

This study analyzes the relationship between WACC, profitability, and their influence on
economic value creation in Peruvian industrial firms (2013-2022). It addresses a gap in the literature
by directly linking these variables within the context of an emerging market.

The relevance of this analysis lies in understanding how WACC and profitability correlate with
EVA, and in quantifying the changes in the latter as a result of fluctuations in the two aforementioned
variables. In this sense, the main objective is to determine the impact of the Weighted Average Cost
of Capital and profitability on the Economic Value Added of companies in the industrial sector in
Peru.

2. Methodology

This study employed a quantitative and explanatory approach. Its main purpose is to generate
fundamental knowledge that establishes the basis for future research of a more applied nature,
focusing on the degree of cause-effect interrelationship between the variables studied.

The study employed a correlational-causal panel design, applying panel data regression models
to analyze the relationship between WACC, profitability, and EVA, and to determine whether
changes in one variable affect the others. A longitudinal approach was applied, examining industrial
companies over a continuous ten-year period to identify potential trends and causality. This
approach made it possible to observe changes and trends over time, which was crucial for
understanding causality. The study is classified as a panel study, since data were obtained from
industrial companies at multiple points in time (Groves et al., 2009). This provided a clearer picture
of the causal relationships between WACC and profitability in EVA.

The population for this study consisted of 32 companies in the industrial sector, covering a range
of industries representing the key components for the analysis. The selection criteria included:
belonging to the industrial sector, being listed on the Lima Stock Exchange (BVL) and filing financial
statements with the Superintendencia del Mercado de Valores (SMV), specifically in the food and
beverage sector. These companies were evaluated on a quarterly basis over the last ten years.

In addition, strict requirements were set for the inclusion of companies, such as the need to show
a clear debt structure in the notes to and audit of the FFs. This process ensured that only those
companies that met these criteria were selected, improving the validity and reliability of the study.

The selected sample is composed of 4 companies: Agroindustrias Aib S.A.; Laive S.A; Leche
Gloria S.A. and Unién de Cervecerias Peruanas Backus y Johnston S.A.A. The study employed a
purposively selected sample, so no formulas were applied for its selection; instead, inclusion and
exclusion criteria were established (Paitan et al., 2018)

The technique used in this study was the documentary review, which consisted of the collection
and evaluation of both physical and digital documents. Quarterly audited financial statements of 40

© 2025 by the author(s). Distributed under a Creative Commons CC BY license.


https://doi.org/10.20944/preprints202508.1509.v1
http://creativecommons.org/licenses/by/4.0/

Preprints.org (www.preprints.org) | NOT PEER-REVIEWED | Posted: 21 August 2025 d0i:10.20944/preprints202508.1509.v1

5 of 16

documents per company were analyzed, in addition to other relevant documents. This analysis
provided data on WACC, profitability and EVA, allowing for an in-depth understanding of the key
variables of the study.

To assess the impact of WACC and profitability on the EVA of industrial firms in Peru, we used
data processed with the statistical software STATA (version 16.0). A normality test was performed
using the Shapiro-Wilk method. Once normality was confirmed, correlation and linear regression
analyses were applied to assess the impact of WACC and ROE on EVA. In addition, to ensure the
robustness of the regression models, diagnostic tests were performed to evaluate potential
econometric problems. Specifically, heteroskedasticity was examined using the Breusch-Pagan test,
while autocorrelation was assessed through the Durbin-Watson test. The results indicated no severe
heteroskedasticity or autocorrelation problems, confirming the adequacy of the panel regression
models employed. These diagnostic procedures enhance the reliability of the estimated coefficients
and strengthen the validity of the conclusions drawn from the data analysis.

Confidentiality and responsible handling of any sensitive data has been guaranteed, respecting
the privacy of the entities analyzed. Transparency was ensured by properly citing sources and clearly
describing methods to allow reproducibility. Likewise, strict integrity has been maintained in the
presentation of data, ensuring that it is objective and based solely on the information obtained;
verifying that all information used is legally available and comes from reliable sources, guaranteeing
its authenticity and freedom from adulteration.

3. Results

The results present the identification of the values of WACC, ROE and EVA, in order to
subsequently determine the correlation of WACC and ROE with EVA, and the regression of these
two variables with EVA.

3.1. Identification of Financial Indicators

Analysis of the forty quarterly financial statements allowed us to calculate average quarterly
values of WACC, ROE, and EVA, which are interpreted as follows:

Figure 1 shows the average quarterly WACC for four companies in the industrial sector in Peru.
Unién de Cervecerias Peruanas Backus y Johnston S.A.A. has the highest WACC, with 3.57%,
followed by Laive S.A. with 3.06% and Leche Gloria S.A. with 2.79%. Agroindustrias Aib S.A. shows
the lowest WACC, reaching only 0.27%. These values are essential to evaluate the cost of financing
and the efficiency of the companies' financing structure.

Union de Cervecerias Peruanas Backus y

0,
Johnston S.A.A. 3.57%

Leche Gloria S.A. 2.79%

Agroindustrias Aib S.A. . 0.27%

0.00% 0.50% 1.00% 1.50% 2.00% 2.50% 3.00% 3.50% 4.00%

Figure 1. Average quarterly Weighted Average Cost of Capital (WACC) of the selected industrial companies.

Figure 2 presents the quarterly averages of the main financial indicators evaluated in the four
companies selected. Unién de Cervecerias Peruanas Backus y Johnston S.A.A. has the highest ROE,
with 2.298. Agroindustrias Aib S.A. has the lowest ROE, with 1.779.
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Figure 2. Quarterly averages of Return on Equity (ROE) and its DuPont components for the selected

companies.

In terms of profit margin, Unién de Cervecerias Peruanas Backus y Johnston S.A.A. leads with
a value of 0.319, reflecting effective cost and expense management. Agroindustrias Aib S.A. has the
lowest profit margin, with 0.002. Asset turnover, which indicates efficiency in sales management, is
higher in Laive S.A. (0.363) and lower in Agroindustrias Aib S.A. (0.138).

Finally, the capital multiplier, or financial leverage, is higher in Unién de Cervecerias Peruanas
Backus y Johnston S.A.A. (2.298), which reflects sound financial management, while Agroindustrias
Aib S.A. has the lowest value (1.779). This financial component is decisive, as the observed
profitability indicates efficient operational management and strategic use of resources to generate
economic value (Brigham and Ehrhardt, 2013).

Figure 3 shows the average EVA for the four companies studied, highlighting improvements in
profitability and value generation in some of them during the period analyzed. Unién de Cervecerias
Peruanas Backus y Johnston S.A.A. leads with a high and stable EVA of 74,259.68, followed by Leche
Gloria S.A. with 19,420.99. In contrast, Laive S.A. presents a negative EVA of -705.06, while
Agroindustrias Aib S.A. registers the lowest EVA, with -178.17, which evidences difficulties in the
creation of economic value by these companies.
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Figure 3. Average Economic Value Added (EVA) of the selected industrial companies.

Table 1 presents the average values of the EVA components. Leche Gloria S.A. and Unién de
Cervecerias Peruanas Backus y Johnston S.A.A. show a ROIC higher than their WACC—4.10% vs.
2.79% and 6.18% vs. 3.57%, respectively —indicating value creation. However, Agroindustrias Aib
S.A. reports a negative invested capital, which makes the ROIC calculation less reliable and
compromises the interpretability of the ROIC-WACC comparison in this case. In contrast, Laive S.A.
displays a ROIC of 2.69%, which is lower than its WACC of 3.06%, suggesting value destruction likely
caused by high financing costs or inefficiencies in capital management.

Table 1. Components of Economic Value Added (EVA): ROIC, WACC, and invested capital.

Unidn de
Agroindustrias Leche Gloria Cervecerias
Laive S.A.
Aib S.A. S.A. Peruanas Backus y
Johnston S.A.A.

ROIC 0.47% 2.69% 4.10% 6.18%
WACC 0.27% 3.06% 2.79% 3.57%
INVESTED CAPITAL -87,130.53 190,467.98 1,484,214.35 2,839,875.45

Source: Own elaboration with data obtained from the Superintendencia del Mercado de Valores (SMV, 2023),
the Lima Stock Exchange (BVL, 2023) and Damodaran (2023).

3.2. Correlation

In the following, the degree of correlation of WACC and ROE with EVA is described, it is
important to analyze how closely they are associated, and to be able to obtain whether their
association is directly or inversely proportional.

3.2.1. Correlation Between EVA and WACC

Table 2 shows that Agroindustrias Aib S.A., Leche Gloria S.A., and Unién de Cervecerias
Peruanas Backus y Johnston S.A.A. had negative correlations between EVA and WACC, suggesting
that higher WACC is associated with lower EVA. suggesting that an increase in WACC is associated
with a reduction in EVA. From a financial perspective, this inverse relationship is desirable, as it
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indicates a lower cost of capital with higher levels of economic value added. In contrast, Laive S.A.
showed a positive correlation, suggesting that an increase in WACC is associated with an increase in
EVA, which contradicts financial theory expectations.

Table 2. Correlation coefficients between Economic Value Added (EVA) and Weighted Average Cost of Capital

(WACQ).

Company Correlation EVA/WACC P-value
Agroindustrias Aib S.A. -0.1196 0.4623
Laive S.A. 0.3661 0.0202
Leche Gloria S.A. -0.3279 0.0389
Unién de Cervecerias Peruanas

-0.2794 0.0809
Backus y Johnston S.A.A.

Source: Own elaboration with data obtained from the Superintendencia del Mercado de Valores (SMV, 2023),
the Lima Stock Exchange (BVL, 2023) and Damodaran (2023).

3.2.2. Correlation Between EVA and ROE

Table 3 presents the correlation analysis between ROE and EVA. All companies showed a
positive relationship between ROE and EVA, consistent with the expected theoretical relationship
between the two metrics: an increase in ROE is usually linked to an increase in EVA, given its
relationship with return on equity; thus it can be seen that Agroindustrias Aib S.A., Laive S.A., Leche
Gloria S.A. have the strongest correlations, on the other hand, Unién de Cervecerias Peruanas Backus
and Johnston S.A.A. presented the lowest correlation.

Table 3. Correlation coefficients between Economic Value Added (EVA) and Return on Equity (ROE).

Company Correlation EVA/ROE P-value
Agroindustrias Aib S.A. 0.7046 0.000
Laive S.A. 0.7034 0.000
Leche Gloria S.A. 0.5096 0.001
Unién de Cervecerias Peruanas

0.329 0.038
Backus y Johnston S.A.A.

Source: Own elaboration with data obtained from the Superintendencia del Mercado de Valores (SMV, 2023),
the Lima Stock Exchange (BVL, 2023) and Damodaran (2023).

3.3. Linear Regression

The regression analysis evaluated the relationships among financial variables of industrial sector
companies, specifically in food and beverages. Linear regression analyses how a dependent variable
varies in relation to other independent variables.

3.3.1. Regression WACC, EVA

Table 4 shows that the regression coefficient reflects the impact of the WACC on each change in
EVA. Agroindustrias Aib S.A. and Leche Gloria S.A. show a negative influence, indicating that
increases in WACC are associated with decreases in EVA. Unién de Cervecerias Peruanas Backus y
Johnston S.A.A. shows the most considerable negative impact, indicating a significant decrease in
EVA with an increase in WACC. However, not all coefficients are statistically significant; for example,
Agroindustrias Aib S.A. shows a p-value of 0.349, indicating a lack of statistical significance. The
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coefficient of determination R? shows that in Unién de Cervecerias Backus y Johnston S.A.A., the
variability of EVA explained by the WACC is 7.8%.

Table 4. Linear regression results of Economic Value Added (EVA) on Weighted Average Cost of Capital

(WACQ).
Union de Cervecerias
. Agroindustrias . Leche
Item Laive S.A. Peruanas Backus y Johnston
Aib S.A. Gloria S.A.
S.A.A.

Coefficient of -125552.1 387858.8 -1258993 -1.30E+07
P>1tl 0.349 0.031 0.162 0.010
R squared 0.0143 0.134 0.1075 0.078

Souce: Own elaboration with data obtained from the Superintendencia del Mercado de Valores (SMV, 2023), the
Lima Stock Exchange (BVL, 2023) and Damodaran (2023).

3.3.2. Regression EVA, ROE

In Table 5, the regression coefficient shows the impact of ROE on EVA, showing a positive
impact in all the companies studied, i.e. as ROE increases, so does EVA, an expected result in financial
management. Moreover, since all p-values are less than 0.05, all coefficients are statistically
significant. Finally, the R? factor reflects the proportion of EVA variability explained by changes in
ROE, with Agroindustrias Aib S.A. being the company with the highest variability of 49.66% in EVA
due to changes in its ROE.

Table 5. Linear regression results of Economic Value Added (EVA) on Return on Equity (ROE).

Agroindustrias Aib Leche Gloria Union de Cervecerias Peruanas
Item Laive S.A.
S.A. S.A. Backus y Johnston S.A.A.
Coefficient of 70819.02 134779.4 648765.1 1411521
P>ltl 0.000 0.001 0.000 0.008
R squared 0.4965 0.4947 0.2597 0.1085

Source: Own elaboration with data obtained from the Superintendencia del Mercado de Valores (SMV, 2023),
the Lima Stock Exchange (BVL, 2023) and Damodaran (2023).

3.3.3. Regression EVA, WACC, ROE

Table 6 presents the regression results for each of the companies studied. Agroindustrias Aib
S.A. shows a decrease of 91,442.25 units in EVA for each unit increase in WACC, while, for each unit
increase in ROE, an increase of 70,412.94 units in EVA is expected. Leche Gloria S.A. experiences a
decrease of 1,565,041 units in EVA for each unit increase in WACC, and an increase of 721,722.4 units
for each unit increase in ROE. Unién de Cervecerias Peruanas Backus y Johnston S.A.A. shows a
significant decrease of 9,207,844 units in EVA with each additional unit increase in WACC, and an
increase of 1,154,318 units for each unit increase in ROE. Finally, Laive S.A. presents a decrease of
117,882.8 units in EVA for each unit increase in WACC, and an increase of 126,554.2 units in EVA
with each increase in ROE. In all models, ROE was confirmed as a statistically significant predictor
of EVA. In contrast, WACC only shows significance in some companies, and its explanatory power
is limited. The coefficient of determination (R?) ranges from 14.39% to 50.52%, indicating that other
factors not included in the model also influence EVA.
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Table 6. Multiple regression results of Economic Value Added (EVA) on Weighted Average Cost of Capital
(WACC) and Return on Equity (ROE).

Union de Cervecerias

Agroindustrias Leche Gloria
Laive S.A. Peruanas Backus y
Aib S.A. S.A.
Johnston S.A.A.
Coef P Coef P Coef P Coef P

WACC -91442.25 0.373 117882.8 0408 -1565041 0.013 -9207844 0.015
ROE 7041294  0.000 126554.2 0.002 7217224 0.000 1154318 0.041
_cons 1782.572  0.000 -6762.19 0.114 38539.03 0.024 151981 0.441

R square 0.504 0.5052 0.4225 0.1439

Source: Prepared by the authors with data obtained from the Superintendencia del Mercado de Valores (SMV,
2023), the Lima Stock Exchange (BVL, 2023) and Damodaran (2023).

Figure 4 presents a graphical summary showing the correlation and impact of the WACC and
ROE variables on EVA. The two-way arrows represent the correlation with EVA, the more intense
the less dotted the arrow. The one-way arrows to EVA reflect the impact of each variable; ROE has a
stronger impact and a stronger relationship, especially in Agroindustrias Aib S.A., with the strongest
impact and a stronger directly proportional relationship. The results highlight that ROE is a
significant predictor of EVA, while WACC has a smaller impact. An increase in ROE generally raises
EVA, while an increase in WACC can reduce it. The regression model explained between 14.39% and
50.52% of the variability in EVA, reflecting a moderate fit and providing valuable insight into these
key financial relationships.
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Figure 4. Regression and correlation between WACC, ROE, and EVA in the selected companies.

4. Discussion

The main objective of the study was to analyze the influence of WACC and profitability on the
EVA of companies in the industrial sector in Peru. The results show that ROE is a significant predictor
of EVA, while WACC has a lesser influence. Generally, an increase in ROE increases EVA, while an
increase in WACC is usually associated with a reduction in EVA. These results indicate that ROE is
a more reliable indicator of financial capacity than WACC, reinforcing its role as a key determinant
of economic value added in industrial firms. These findings are consistent with the study by Leite
and Silva (2019), who found a negative relationship between third-party financing and economic
performance in Brazilian and Chilean firms. In addition, Roque et al. (2023) reported a weak linear
association between the determinants of EVA and EVA itself, which could indicate the influence of
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other internal factors on performance. For firms in the industrial sector in Peru, improving ROE and
decreasing WACC can be an effective strategy to increase EVA. Theoretically, this study contributes
to the literature evaluating the relationship between profitability, weighted average cost of capital
and EVA creation.

The description of WACC behavior in the selected companies, based on 40 values obtained from
their financial statements, shows that Union de Cervecerias Peruanas Backus y Johnston S.A.A. had
the highest WACC with 3.57%, followed by Leche Gloria S.A. (2.79%), Laive S.A. (3.06%) and
Agroindustrias Aib S.A., which recorded the lowest WACC of 0.27%. These results suggest that a
higher WACC tends to be associated with lower EVA in most cases, although this relationship is not
consistent across all firms. This highlights the limited role of WACC in explaining economic value
creation. From a financial perspective, a high WACC increases the cost of capital and reduces EVA,
whereas a low WACC favors higher EVA, emphasizing the need to maintain a low cost of capital to
maximize value creation. These findings align with previous studies, such as Bueno et al. (2020),
which reported that firms with lower WACC generated higher economic value added. Likewise, Soto
(2021) presented similar results in his analysis of the Antamina mining company, highlighting the
importance of efficient management of ROIC in relation to WACC to optimize financial management
and improve EVA.

The DuPont profitability analysis revealed key aspects of the selected companies’ financial
performance. Unién de Cervecerias Peruanas Backus y Johnston S.A.A. showed the highest profit
margin (0.319), while Agroindustrias Aib S.A. recorded the lowest (0.002). Laive S.A. showed the
highest asset turnover ratio at 0.363, while Union de Cervecerias Peruanas Backus y Johnston S.A.A.
recorded the highest capital multiplier at 2.298. However, this value remains below the 2022 industry
average of 7.4%, as reported by Ready Ratios. Agroindustrias Aib S.A. had the lowest at 1.779%.
These findings are consistent with the study by Tudose et al. (2022), which revealed positive
relationships between profit margin, ROE and EVA as key indicators of financial performance.
Furthermore, the study suggests that liquidity and sales growth do not significantly affect value
creation, emphasizing that ROE components, together with efficient cost and expense management,
are essential to improve EVA. Thus, industrial companies in Peru could benefit from optimizing ROE
by improving sales management and maintaining rigorous control over profit margins and asset
turnover. Theoretically, this study broadens the understanding of the relevance of ROE components
in generating economic value, underlining the usefulness of DuPont analysis as an essential tool for
assessing financial performance.

Finally, Agroindustrias Aib S.A., Leche Gloria S.A. and Unién de Cervecerias Peruanas Backus
y Johnston S.A.A. generate economic value with a ROIC higher than their WACC, with values of
0.47% and 0.27%, 4.10% and 2.79%, and 6.18% and 3.57%, respectively. On the other hand, Laive S.A.
presents a ROIC of 2.69%, lower than its WACC of 3.06%, suggesting value destruction. These results
are in line with the theory that ROIC higher than WACC reflects good capital management,
contributing to value creation.

Moreover, these findings are consistent with previous studies, such as those of Lopez et al.
(2019), who found that EVA positively affects the market price of firms in the long run. Padilla-Ospina
et al. (2019) highlighted that only the most innovative firms achieve positive EVA, suggesting that
not all firms, even those with good accounting indicators, generate economic value. Tudose et al.
(2021) indicated that constant investments improve firm performance, in contrast to previous
research that pointed to a negative impact of increased invested capital on EVA. Likewise, Marifio-
Arévalo and Mufioz-Martinez (2024) highlighted the need to adapt the methods of calculating
financial indicators according to the sector. Therefore, for companies in the industrial sector in Peru,
maintaining a ROIC above the WACC is essential to generate economic value and strengthen long-
term competitiveness. This study contributes to the existing literature, emphasizing the relationship
between ROE, WACC and value creation, highlighting the importance of efficient management of
invested capital to ensure business sustainability.
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The main limitations for the elaboration of the article included the restricted access to Peruvian
market-specific data, particularly on indicators such as WACC, EVA and profitability; the absence of
an integrated methodological framework that unifies these variables in the local context; and a
limited focus on the industrial sector, restricting the applicability of the findings to other sectors. In
addition, reliance on previous studies reduced the possibility of proposing innovative approaches,
while external factors such as macroeconomic fluctuations, government policies and technological
innovations were not considered in the analysis. Finally, the limited availability of analytical tools
and comprehensive data made it difficult to apply more detailed models and advanced simulations,
limiting the methodological scope and analytical depth of the study.

5. Conclusions

The study analyzed the impact of WACC and profitability on the EVA of companies in the
industrial sector in Peru. The results support the conclusion that ROE is a significant and consistent
predictor of EVA, showing a directly proportional relationship across all firms analyzed. Conversely,
WACC exhibited a weaker and more variable impact. Overall, these findings highlight the dominant
role of profitability over capital cost in financial decision-making within the industrial sector;
however, they should be interpreted with caution due to the study’s limited scope and data
constraints.

The analysis of the Peruvian companies studied, such as Leche Gloria S.A., Agroindustrias Aib
S.A. and Unién de Cervecerias Peruanas Backus y Johnston S.A.A., revealed significant differences
in their WACC, suggesting that a higher WACC could result in lower EVA. Furthermore, the analysis
concluded that Leche Gloria S.A. and Unién de Cervecerias Peruanas Backus y Johnston S.A.A.
generate value by maintaining a ROIC higher than their WACC. By contrast, Laive S.A. shows value
destruction, as its ROIC is lower than its WACC.

This analysis reinforces EVA as a key performance indicator linked to long-term market value.
The findings emphasize the need for managers to optimize ROE and keep capital costs low, while
providing scholars with insights to expand the theoretical discussion of value creation in emerging
economies. It also underscores the need to adapt the EVA methodology to different business sectors
to strengthen financial management and support strategic decision-making.
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