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This study aimed to examine the relationship between cash flows from investing activities

and firm value and to determine whether family ownership moderates this relationship. This | Initial Publish: 03 October 2026
applied, ex post facto study was conducted using historical corporate data. The statistical
population consisted of companies listed on the Tehran Stock Exchange. Using systematic
elimination based on the study eligibility criteria, 112 firms were selected over the five-year
period from 2020 to 2024, yielding 560 firm-year observations. Firm value was measured
using Tobin’s Q, while investing cash flow was calculated as cash flows from investing activities divided by the book value of
non-current assets. Family ownership was measured based on the proportion of family shareholders. Current ratio, asset
turnover ratio, financial leverage, and board size were incorporated as control variables. Data were processed using Excel
and analyzed in EViews. Panel-data regression was employed, and the Chow and Hausman tests supported the use of fixed-
effects models. The first regression model indicated a significant negative relationship between investing cash flows and firm
value (B=-0.476, t=-2.524, p=0.027). The overall regression model was statistically significant (F=8.215, p<0.001) and
explained 42.8% of the variance in firm value. In the second model, the interaction between investing cash flows and family
ownership was not statistically significant (8=0.057, t=0.858, p=0.165). Accordingly, family ownership did not significantly
moderate the relationship between investing cash flows and firm value. The findings indicate that investing cash flows are
significantly associated with firm value, suggesting that cash outflows directed toward productive investment opportunities
may ultimately contribute to future economic benefits and corporate value creation. However, family ownership alone does
not significantly alter this relationship, implying that other ownership and corporate governance characteristics may be more
influential in determining how investment decisions translate into firm value.
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Extended Abstract

Introduction

Firm value is one of the central indicators used to evaluate the financial position, market performance, and long-term
economic prospects of business entities. From the perspective of shareholders, maximizing firm value is closely associated
with wealth creation, while from the managerial perspective, it reflects the effectiveness of financing, investment, and
operating decisions. Among the various factors influencing firm value, cash flow information has received substantial
attention because it provides direct evidence regarding a firm's capacity to generate liquidity, finance investments, meet
financial obligations, and sustain future operations. Cash flow information can also complement accrual-based accounting
information by providing investors with a clearer assessment of the firm's ability to generate future economic benefits.
Previous evidence has demonstrated that cash flows possess significant predictive ability for future cash flows and therefore
constitute an important component of financial statement analysis and valuation (Barth et al., 2001).

Cash flow statements classify corporate cash movements into operating, investing, and financing activities. Among these
categories, cash flows from investing activities are especially important because they directly reflect the allocation of financial
resources to long-term assets, productive capacity, strategic investments, and growth opportunities. Investment-related cash
outflows do not necessarily represent unfavorable financial events. Rather, they may indicate that the firm is allocating
current resources to projects expected to generate future revenues and economic benefits. Consequently, the value
relevance of cash flow information can depend on the availability and quality of investment opportunities (Kumar & Krishnan,
2008). Previous Iranian evidence has also indicated that the different components of cash flow statements may have distinct
relationships with market-based indicators, emphasizing the necessity of examining each cash flow category separately
(Sardari Zzadeh et al., 2014).

The relationship between investing cash flows and firm value is theoretically ambiguous. On the one hand, allocating
financial resources to productive investments may improve future profitability, operating capacity, and market valuation. On
the other hand, inefficient investment, overinvestment, managerial opportunism, and weak monitoring mechanisms may
cause corporate resources to be allocated to projects that fail to create sufficient economic returns. Corporate governance
therefore has an important role in shaping the efficiency of investment decisions. Evidence from emerging markets suggests
that corporate governance quality influences investment—cash flow sensitivity and that weak governance can alter the
manner in which internal financial resources are translated into investment decisions (Francis & Hasan, 2013). Similarly, prior
research in Iran has shown that corporate governance mechanisms may influence cash flows arising from corporate
investment activities (Abbasnejad, 2014), while governance capability and financial constraints have also been examined as
important determinants of investment efficiency (Fathi Gharatappeh et al., 2016).

Empirical research further suggests that the individual components of cash flows convey different information to capital
markets. Financing cash flows can signal firms' external financing needs and financial structure (Omag, 2016), while
governance characteristics may influence operating and financing cash flows as well (Khademi, 2013). Evidence from Taiwan
demonstrates that cash flow statement information is significantly associated with firm value, suggesting that investors
incorporate information concerning the sources and uses of cash into firm valuation decisions (Ni et al., 2019). However, the
existence of available cash does not necessarily guarantee value creation. Free cash flow, investment opportunities,
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importance of considering governance and ownership structures when evaluating the consequences of corporate cash
allocation decisions (Wijayanto et al., 2024).

One particularly important ownership structure is family ownership. Family-controlled firms represent a substantial
proportion of corporations in many economies, especially in emerging markets. Family ownership may reduce traditional
agency conflicts between managers and shareholders because family shareholders often hold concentrated ownership
positions, possess stronger monitoring incentives, and adopt longer-term investment horizons. Evidence indicates that
founding-family ownership may be associated with corporate performance under specific governance conditions (Anderson
& Reeb, 2003). Family-controlled governance structures may also create competitive advantages through concentrated
authority, long-term orientation, and stronger commitment to organizational continuity (Carney, 2005). Furthermore, family
shareholders may use their monitoring power to restrict managerial opportunism in cash-related decisions (Chen, 2002).

Nevertheless, family ownership can also generate agency conflicts between controlling family shareholders and minority
shareholders. Therefore, the consequences of family involvement depend not only on ownership itself but also on the extent
of family control and participation in management. Research has shown that the effects of family ownership on firm value
differ according to how ownership, control, and management are combined (Villalonga & Amit, 2006). More recent studies
similarly suggest that family control, family CEO characteristics, and cash-holding policies jointly shape firm value (Abdelgelil
Amin et al., 2026). Family ownership has also been found to moderate the relationship between cash holdings and financial
performance in some contexts (Ahmed & Tahir, 2024) and to influence the relationship between corporate social
responsibility and firm performance (Yeon et al., 2021). Moreover, capital structure may moderate the association between
family ownership and firm value, indicating that the consequences of family ownership are conditional on other financial
decisions (Sumantri et al., 2026).

Evidence from the Tehran Stock Exchange is similarly mixed. Family ownership has been examined in relation to cash
holdings and firm value, with some findings indicating that it does not significantly moderate the association between cash
holdings and firm value (Ghafourian Shagerdi et al., 2022). Other studies have reported that family ownership is associated
with the speed of adjustment toward target cash holdings (Matoofi & Golchoobi, 2017) and may affect cash flow sensitivity
(Hemmati Zahmatkesh et al., 2020). These inconsistent findings indicate that family ownership may not exert uniform effects
across different types of cash flow and financial decisions. Therefore, examining its moderating role specifically in the
relationship between investing cash flows and firm value can contribute to a more precise understanding of the interaction
between ownership structure, investment decisions, and market valuation. Accordingly, the present study aimed to examine
the relationship between cash flows from investing activities and firm value and to determine the moderating role of family
ownership in this relationship among companies listed on the Tehran Stock Exchange.

Methods and Materials

The present study was applied in purpose and ex post facto in research design because it relied on historical financial
information and observed corporate characteristics without manipulating the study variables. The statistical population
consisted of companies listed on the Tehran Stock Exchange. A systematic elimination procedure was employed to construct
a relatively homogeneous sample. Firms were required to have been listed before the beginning of the study period, remain
listed throughout the research period, experience no trading suspension exceeding four months, maintain consistent fiscal
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companies, or insurance firms. After applying these criteria, 112 companies were selected for the five-year period from 2020
to 2024, producing 560 firm-year observations.

Firm value was the dependent variable and was measured using Tobin's Q. Cash flow from investing activities was the
independent variable and was operationalized as cash flows from investing activities divided by the book value of total non-
current assets. Family ownership served as the moderating variable and was measured using the proportion of family
shareholders, subsequently transformed into a dichotomous variable based on the median. The models also incorporated
current ratio, asset turnover ratio, financial leverage, and board size as control variables. Financial information was collected
from corporate financial reports, Tehran Stock Exchange information sources, and Rahavard Novin. Excel was used for data
organization and preliminary calculations, while EViews was used for statistical analysis. Unit-root testing was first conducted
to evaluate stationarity. Correlation analysis was then applied to examine potential multicollinearity. The Chow test was used
to distinguish between pooled and panel-data specifications, and the Hausman test was used to choose between fixed-effects
and random-effects models. Hypotheses were ultimately tested using fixed-effects panel regression.

Findings

The unit-root tests indicated that all variables were stationary because the probability values associated with the Levin,
Lin, and Chu statistics were below 0.05. Correlation coefficients among the explanatory variables were relatively low,
indicating that multicollinearity did not constitute a serious concern. The Chow test was statistically significant for both
regression models, supporting the use of panel-data estimation rather than pooled regression. The Hausman test was also
significant for both models, indicating that fixed-effects estimation was more appropriate than random-effects estimation.

In the first regression model, cash flow from investing activities had a statistically significant negative coefficient in relation
to firm value (B = -0.476, t = -2.524, p = 0.027). Therefore, the first hypothesis concerning the existence of a significant
relationship between investing cash flows and firm value was supported. The current ratio showed a positive and significant
effect (B = 2.001, t = 6.523, p < 0.001), while asset turnover was not statistically significant (B = 0.086, t = 0.804, p = 0.115).
Financial leverage had a positive and significant coefficient (B = 0.579, t = 4.180, p < 0.001), and board size was also positively
and significantly associated with firm value (B = 0.186, t = 3.581, p = 0.010). The first model was statistically significant overall
(F=8.215, p<0.001), with an R? of 0.428. The Durbin—Watson statistic was 1.874, indicating no serious serial autocorrelation.

In the second regression model, the interaction term between investing cash flows and family ownership was not
statistically significant (8 = 0.057, t = 0.858, p = 0.165). Thus, family ownership did not significantly moderate the relationship
between investing cash flows and firm value, and the second hypothesis was not supported. The model explained 36.1% of
the variation in firm value (R? = 0.361), and the overall regression model was statistically significant (F = 11.217, p = 0.001).
The Durbin—Watson statistic of 1.93 remained within the acceptable range.

Discussion and Conclusion

The findings demonstrate that cash flows associated with investing activities are significantly related to firm value. The
negative regression coefficient should be interpreted in light of the economic nature of investing cash flows. Corporate
investment commonly requires cash outflows for acquiring fixed assets, expanding productive capacity, purchasing long-term
investments, or undertaking development projects. Therefore, greater cash outflows associated with productive investments
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market may interpret investment-related cash outflows not merely as reductions in current liquidity but also as signals of
corporate growth, capacity expansion, and management's willingness to exploit profitable investment opportunities.

This finding also highlights the importance of distinguishing between the amount of cash available to a firm and the
manner in which that cash is allocated. Investment spending can enhance firm value when resources are directed toward
economically justified projects capable of generating adequate future returns. Conversely, investment expenditures may
destroy value when they are associated with inefficient projects, managerial overinvestment, or weak capital budgeting.
Therefore, the observed relationship does not imply that all increases in investment expenditure automatically improve firm
value. Rather, it suggests that the informational content of investment-related cash flows is relevant to market valuation and
should be evaluated jointly with the quality of investment opportunities and managerial resource allocation.

The second principal finding was that family ownership did not significantly change the relationship between investing
cash flows and firm value. This indicates that the presence of family shareholders alone is insufficient to strengthen or weaken
the manner in which investment cash flows are reflected in corporate value. One possible explanation is that family firms are
heterogeneous. Some family-controlled firms may benefit from close monitoring, long-term strategic orientation, and
alignment between ownership and management, whereas others may experience concentrated control, weaker protection
of minority shareholders, or investment decisions designed primarily to preserve family influence. These opposing
mechanisms may offset one another and result in an insignificant average moderating effect.

Another explanation concerns the measurement of family ownership. Family involvement is multidimensional and may
include equity ownership, management participation, family representation on the board, the presence of a family CEO, or
generational control. Measuring family ownership primarily through the proportion of family shareholders may not fully
capture these differences. Consequently, two firms classified similarly in terms of ownership may nevertheless exhibit
substantially different governance structures and decision-making processes. This heterogeneity may partly explain why
family ownership did not significantly alter the investment cash flow—firm value relationship.

Overall, the study contributes to the literature by demonstrating that investing cash flows contain economically relevant
information for firm valuation in the Tehran Stock Exchange while showing that family ownership does not independently
alter this association. The findings underscore the importance of evaluating the quality and economic consequences of
investment decisions rather than focusing exclusively on the amount of cash spent or retained. They also suggest that the
governance consequences of family ownership are context dependent and may require more detailed measures of family
participation, control, and managerial involvement. From a practical perspective, managers should prioritize economically
justified investments with strong future cash-generating potential, while investors and analysts should examine investment

cash flows alongside growth opportunities, financing conditions, and governance characteristics when assessing firm value.
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