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Abstract

Economic value added, as a measure for measuring a company's financial performance,
indicates its ability to create more value than investment costs. In this regard, companies that
are able to produce positive economic value added usually have a greater ability to hold cash,
because these companies can manage their financial resources more effectively and, in this
way, provide the necessary liquidity for future investments. Domestic literature has not been
able to link these two aspects so far; therefore, this study examines the relationship between
the assessment of economic value added, the value of cash holdings and
over(under)investment among companies on the Tehran Stock Exchange during the period
2019 to 2023. The research method is correlational and is based on information from
companies listed on the Stock Exchange, which is extracted from various sources, including
the Rahavard Novin software, the stock exchange website, and the companies' financial
statements. The results of the tests show that the economic value added valuation policy
reduces over(under)investment. Also, the value of cash holdings increases the valuation of
the economic value added performance. Based on the results obtained, companies that have
better financial performance and report higher economic value added are usually more
attractive to investors. This can lead to increased foreign and domestic investments and, as a
result, provide more financial resources for new projects. On the other hand, by using
economic value added, companies can better manage the risks associated with their
investments. This criterion helps them to select projects that not only have high returns, but
also have lower risks.
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