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The Relationship between Cash Flow and Profitability on the Stock Market Price of

the Listed Companies on Thailand Market for Alternative Investment Group
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Abstract

The objective of this research is to study relationship between cash flow and profitability on the
stock market price of companies listed on Market for Alternative Investment (MAI), Thailand. Data used in
this study is derived from annual reports and financial disclosures of the MAI’s data base during 2011-
2013; comprising of 66 companies; 198 firm-year observation. Ratios used in the study are cash flow
from operating, financing and investing activities, net profit margin ratio, return on asset ratio, return on
equity ratio, and market price of the companies listed on MAI. With descriptive statistics, correlation
analysis and multiple regression analysis at a 95 per cent confident interval, we found that cash flow
from operating activity and free cash flow have a significant linear correlation with market price of the
securities, while cash flow and other financial rations illustrate zero correlation to market price. It can be

concluded that information on cash flow especially on operating activity and free cash flow are
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important to management and investors for decision making. The conclusion drawn from this study can
be used for economic decision making with accuracy and disciplinary.

Keywords: cash flow, free cash flow, profitability, market price
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ATTUENUAnDaTY 198 -838.74 488.96 9.11 144.93
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M15719% 3 waAnaA Pearson Correlation Tunsnaaaumudunus

CFO CFI CFF FCF NPM ROA ROE
CFO  Pearson Correlation 1 -168  -550 902 133 291 193
Sig. (2-tailed) 018 000 000 063 000 007
N 198 198 198 198 198 198 195
CFl Pearson Correlation 1 —.500* .052 -.041 -.039 -.021
Sig. (2-tailed) 000 469 564 581 766
N 198 198 198 198 198 195
CFF  Pearson Correlation 1 632 071  -203  -126
Sig. (2-tailed) 000 317 004 079
N 198 198 198 198 195
FCF Pearson Correlation 1 .099 .222* 131
Sig. (2-tailed) 166 002 068
N 198 198 198 195

*. Correlation is significant at the 0.05 level (2-tailed).
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M990 4 UansHaNITIATIzviANanneslnvan (Multiple Regression Analysis)

Py = Bo + BlCFomaiit+ BZCFImaiit + BBCFFmaiit + BAFCFmaiit + BSNPMmaiit + B7R0Amaiit + BBROEmaiit + &
B F-test (Sig) R’
(Constant) 3.816 6.267 43.6
CFO 0.031 0.000*
CFI 0.000 0.927
CFF -0.002 0.615
FCF -0.027 0.000*
NPM 0.000013 0.996
ROA 0.044 0.404
ROE 0.024 0.405
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