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Abstract

This study conducts an empirical analysis on the relationship between inventory turnover days
(Days of Inventory, DOI) and stock returns of fourteen listed companies in Taiwan from 2010
to 2024. Motivated by the practical observation that inventory turnover is often viewed by
investors as a key signal of business conditions and macroeconomic outlook, this research
addresses the lack of systematic comparison across industries in previous literature regarding
the correlation between DOI and stock performance. The sample includes representative firms
from six major sectors: petrochemical, steel, cement, automobile, semiconductor, and
PC/notebook (PC/NB), namely Formosa Plastics, Nan Ya Plastics, China Steel, Yieh Phui,
Taiwan Cement, Asia Cement, Yulon Motor, Hotai Motor, TSMC, MediaTek, ASE
Technology, Acer, ASUS, and Quanta Computer.

Using quarterly financial reports and adjusted stock returns, the study calculates Pearson
correlation coefficients and evaluates variations in correlation under different lag periods
(contemporaneous, one-quarter lag, and four-quarter lag). It further examines whether DOI and

its rate of change exhibit statistically significant associations with stock returns.

The results show that DOI and stock returns generally exhibit negative correlations in
traditional industries. For example, the contemporaneous correlation for Formosa Plastics is
—0.56, while steel and cement companies present weaker negative correlations (—0.29 and
—0.23, respectively), mostly appearing in the contemporaneous or one-quarter lag periods. In
contrast, the automobile industry displays a different pattern, with DOI showing positive
correlations with stock returns (+0.02 to +0.18), suggesting that higher inventory levels may

not necessarily weigh on stock prices.

In the electronics sector, the correlation between DOI and returns is weaker. Semiconductor
firms show slight negative correlations (—0.02 to —0.13), whereas companies in the PC/NB
sector exhibit more distinct and positive correlations with a notable lag. For instance, Acer’s
DOI shows a moderate positive correlation (approximately +0.42) with returns lagged by four
quarters. Similar patterns are observed for Quanta and ASUS, indicating that shifts in DOI
within this sector may precede stock price movements by up to a year, suggesting a potential

leading indicator role.
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The study also compares the correlation between stock returns and both the level and the
change rate of DOI. While the former reflects long-term inventory positioning, the latter
captures short-term adjustments or turning points. The PC/NB group shows the most significant
variation across both measures, prompting further discussion on early stocking strategies and

sales conditions among Taiwanese electronics firms.

To deepen the analysis, this study compares the dynamics between traditional and electronics
sectors and explores underlying factors behind such variations. A case study of Acer further
examines the correlation pattern before and after the dot-com bubble, offering insights into
historical shifts. The findings offer practical implications for investors and corporate financial
managers when interpreting inventory cycles and signals. Overall, this study contributes to the
domestic literature by filling the gap in cross-industry analysis of inventory efficiency and
market performance, and offers recommendations for future research and practical application

in the Taiwanese capital market.

Keywords: Days of Inventory (DOI), stock return, corporate fundamentals, traditional

industries, electronics industries, inventory cycle, Taiwan listed companies
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