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Analyzing the Relationship between Free Cash Flow, Economic Added-Value, and

Performance of the Companies Listed in Tehran Exchange Stock
Z.Torki, H.Rezaie Dolatabadi
Abstract

The presence of big companies and new discussions in terms of separation of ownership from management
because of several conflicts between owners and managers results in more importance in evaluating managers
and companies’ performance. The free cash flow can be considered as an important factor in encouraging
managers’ opportunistic behaviors and increasing conflict between managers and shareholders. The economic
value-added that isan excellence factor evaluates the effects of financial structures ratios on the performance.
This is why that the present study was aimed to analyze the relationship between performance measures (return
on assets, return on equity, Q-Tobin measure, and return on stock) with free cash flow and economic added-
value. Also company size and debt ratio have been considered as control variables. The results of this study
revealed that there is a significant relationship between economic added-value and free cash flow with
performance measures. Also the results indicated that the managers can use such measures in their better
decision making process in terms of investment. Also another part of the results showed that there is not any
significant relationship between Q-Tobin measure and free cash flow.
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