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Abstract

The paper examines the impact of information about cash flow from operating activities of firms listed on Vietnam’s stock market to the 
decision making of individual investors. Data were collected from interviews with 160 individual investors about their investment decisions 
based on information on profit growth and cash flow growth from operating activities. T-test was conducted to research on Vietnam’s 
stock market - a market considered as information that is not really public, transparent and ineffective. The research results show that: (1) 
investors do not care about cash flow from operating activities when making investment decisions if the company’s profits grow positively, 
(2) information about cash flow from operating activities only affects the decisions of individual investors once profit growth is negative, 
and (3) conflicting information between profit growth and cash flow growth from business activities significantly affects the confidence and 
comfort of investors in Vietnam’s stock market when they make investment decisions. Then, the study points out the mistake of investors 
when making investment decisions, and offers recommendations to investors when making investment decisions, not only concerned with 
profit growth, but also paying special attention to cash flow growth, especially cash flow from the company’s business operations.
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1. Introduction

Vietnam’s stock market is a nascent market, newly 
developed at an early stage with an asynchronous and 
incomplete legal system. Not only the market is young, but 
most investors still lack substantial knowledge, skills and 
experience. With a new market at an early stage and based 
mainly on individual investors, like in Vietnam, investor 
psychology and understanding have a strong impact on the 
stability of the market. 

Due to limited knowledge, investors’ reactions are 
always passive in the movements of the stock market. 
Therefore, to avoid fluctuations in Vietnam’s stock market, 
to help individual investors be confident and comfortable 
when making investment decisions, the provision of relevant 
financial information - including information cash flow is – 
very important and necessary.

Most studies have recorded the role of information 
about cash flow for information users, including investors. 
This research acknowledges the critical usefulness of this 
information to investors. However, in reality, although 
appreciating the role of cash flow information for investors, 
there is very little research on investor behavior regarding 
information about cash flow, whether the investor’s decision 
is based on information about cash flow or not. For a fairly 
effective and transparent information market, investors will 
be responsible for the financial information that businesses 
provide. On the contrary, for a market like Vietnam, it is 
difficult to assert that investors have actually used information 
about cash flows in particular and other financial information 
announced by enterprises to make business decisions. 
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Information about a company’s cash flow includes cash 
flow from operating activities, cash flow from investment 
activities and cash flow from financing activities; attention 
to operating activities is key because cash flow is related 
to activities that generate revenue or major income of a 
company. Cash flow from operating activities provides basic 
information to assess the ability of businesses to generate cash 
from operating activities to cover debt, maintain operations, 
pay dividends, and carry out investment activities without 
external financial resources.

Our selection of the impacts of operating cash flow on 
individual investors’ decision-making, the research topic of 
this paper, is based on the following aspects:

-  Regarding the size of individual investors in Vietnam. 
In Vietnam, individual investors account for 99% of the 
current market. According to the latest statistics of the 
Securities Depository Center, the number of individual 
investors has reached more than 1,800,000 accounts, 
while the number of institutional securities investment 
accounts has fallen to just over 8,000 accounts 
(Passionate investment, 2019). 

-  Regarding the concerns of individual Vietnamese 
investors. Unlike institutional investors, individual 
investors often focus only on seeking lightning or surfing 
opportunities. Therefore, most of the time they spend 
on monitoring trading boards, monitoring current stock 
prices, reading news, and listening to information through 
forums, individual investment groups, etc., but very little 
reliance on market research and analysis. Investments 
by individual investors often follow the public’s buying 
trend and the trend of “not buying yet, but worried about 
selling”. Therefore, investing in securities in Vietnam is 
potentially risky, especially for new entrants.

-  Regarding the psychology of individual Vietnamese 
investors. Investor sentiment on the stock market 
reflects their attitude towards market movements. Due 
to the characteristics of culture, lifestyle, education 
and psychology of individual investors in Vietnam, 
they also bear common psychological characteristics 
of the nation. These psychological traits are: (a) 
overconfidence, outrageous optimism or pessimism, 
(b) regrets, (c) herd mentality, (d) preservation, and (e) 
reliance on experience (Nguyen, 2016). 

Overly optimistic psychology triggers people’s attitude 
of “disregard”, when faced with insurmountable barriers, 
investors easily have feelings of pessimism, boredom or 
extreme vulnerability, and easily engage in activities even if 
the business is losing money and they don’t know where to 
stop. Regret psychology dominates the decisions of investors, 
causing them to make investment decisions emotionally and 
without basis. The herd mentality, following the crowd due 
to inexperience and unprofessionalism, lack of transparency 

in financial market information, uncontrolled insider trading, 
etc., will cause panic on the financial market. Conservative 
psychology, not wanting to lose money, makes investors 
distrust financial policies, and so they always find a way to deal 
with financial policies as long as it benefits them. Experienced 
psychology makes investors good at imitating, following, less 
likely to be creative and interested to follow a path that will 
make it difficult to deploy new financial instruments.

2. Literature Review

Research on the influence of cash flow on investor 
decisions is limited. Imhof and Seavey (2018), Oh and Shin 
(2019) examined the importance of investors’ cash flow 
and earnings forecast. The results show that investors are 
more interested in cash flow forecasting information for 
economic decision-making. Yeo (2018) studied the role of 
free cash flow in making investment decisions and dividends 
decisions in the shipping industry, showing that free cash 
flow (FCF) of shipping lines of different sizes affects 
investment and dividends. FCF is a determining factor for 
investments and dividends. Larger FCF leads companies to 
increase investment and reduce dividends. Studying the use 
of income and cash flow in pricing and investment decisions 
in the United States and Mexico, Miranda-Lopez and 
Nichols (2012) show that the majority of US investors rely 
on income, while most investors in Mexico rely on cash flow. 
The results also show that investors can be unpredictable; 
they do not consider using any information measures to 
make decisions, especially those investors focused on using 
income information instead of cash flow. 

Lau and Mahat (2019) conducted research on the 
different roles of cash flows in assessing the return on 
investment in the Association of Southeast Asian Nations 
(ASEAN) suggesting that companies should manage cash 
flow prudently in considerations of firm value from the 
shareholder’s perspective, measured directly using stock 
return. Cash returns on assets will become an important 
performance indicator for the company, while higher cash 
component over reported earnings is preferred. Aoun and 
Hwang (2008) researched the impact of cash flow and firm 
size on investment decisions of US information technology 
and information technology companies listed on the 
NASDAQ stock exchange. They indicate that all companies 
are sensitive to the availability of internal funds; investment 
intensity decreases by firm size and leverage have a negative 
impact on investment for ICT companies. Melander, 
Sandström, and Schedvi (2017) study the impact of cash 
flow on investment and find that cash flow has a positive 
effect on investment, and that the efficiency of cash flow is 
enhanced for companies with limited financial resources. 

Some studies mention the role of other factors in 
decision-making such as the role of financial information, 
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behavioral trends, herd mentality, overconfidence, heuristics, 
risk aversion, corporate governance and experience, 
etc. Zager and Zager (2006) refer to the role of financial 
information in the decision-making process. The study 
emphasizes the existence of quality information, including 
accounting information and information from financial 
statements. The study also emphasized the requirement that 
users of information – including investors – must know how 
to read those reports. Rasheed, Rafique, Zahid, and Akhtar 
(2018) examines the impact of the two most commonly used 
heuristics, namely, representative bias and availability bias 
in making investment decisions, looking at whether either 
locus of control sites interacting with the relations was based 
on theoretical proposals or lack of evidence. The results 
show that both of the research methods studied led investors 
to deviate from rational decision-making, while the control 
position had no significant censorship effect. Mumtaz, Saeed, 
and Ramzan (2018) studies factors that influence investment 
decision-making in the Pakistani stock market such as 
heuristic, risk aversion, financial tools and techniques, firm’s 
corporate governance, and day-to-day experience with the 
decision making of the investor. Research results show that 
heuristics, risk aversion, financial tools and techniques have 
a significant positive effect, and day-to-day experience and 
corporate governance play an important role in the investment 
decisions of the investors. Nguyen, Dang, and Pham (2020) 
when studying the effects of overconfidence and cash flow on 
investment in Vietnam, have shown that the overconfidence 
of CEOs has a positive impact on investment. The results 
also indicate that firms with overconfident CEOs and large 
cash flows tend to invest less than firms with low cash flow.

According to Ward and Foster (1997), cash flow from 
operating activities is forecast two years before firms are in 
financial difficulties. However, the authors provide evidence 
that cash flow from investment and finance activities has 
a more limited role in predicting financial difficulties than 
operating cash flow. In support of the perception, Gomez 
(2002) argues that operating cash flow is the most important 
factor in predicting the financial crisis; however, if operating 
cash flow is positive while cash flow from investment and 
financial activities are deeply negative, businesses will also 
face difficulties in their financial situation. Operating cash flows 
also help to provide a perception of their life cycle. Investing 
in firms that are growing might bring very high profits in the 
future, while investing in firms about to be hit by recession will 
bring risks to investors. A firm goes through four stages in its 
life cycle: introduction, growth, saturation and recession. It can 
be seen in the perceptions of Jooste (2011), Dickinson (2011). 

Introduction. When the business is newly established. 
During the introductory phase, high product development 
and marketing costs and relatively low sales often result 
in negative cash flow from operating activities and profit. 
Growth. During the growth period, the net cash flow from 

operating activities increases, the cash flow from financial 
activities is positive. Saturation. During this period, cash 
flow from operating activities is still high, cash flow from 
investing activities starts to decrease, as does cash flow 
from financial activities, due to the repayment to investors 
or high dividend payments. Recession. When cash flow 
from operating activities gradually decreases, cash flow 
from investing activities can be converted from negative 
to positive when a firm liquidates assets, and the cash flow 
from financial activities is usually negative as it continues to 
repurchase stocks, repay bonds and bank loans. 

Next are related studies that compare the role of cash 
flow information with profit information provided to users. 
McEnroe (1996) evaluates the business performance of firms 
since their business performance reports will give more 
accurate results than cash flow statements. Clinch, Sidhu, 
and Clinch (2002) interestingly point out that the decline in 
cash flow from operating activities will be one of the signs 
of the business recession in its profits in the following years. 
According to Nguyen and Tran (2014), the special cash flow 
statement following the direct method enhances the firm’s 
ability to forecast data on its business performance as well as 
future cash flows.

Arguing that the role of information provision of these 
financial statements should not be compared, Kallunki and 
Paakki (2005) identify a relationship between prices in the 
stock market and data on cash flow and profit. The authors’ 
research of 165 firms in 19 European countries shows that it is 
impossible to assess that data provided in cash flow statements 
or income statement have a greater influence on the stock price 
of firms, whose information complements each other to support 
stock prices, or assess the prospects for business growth. 

Most studies related to providing information on cash 
flow from operating activities are conducted in developed 
countries, while there is very little research on developing 
countries like Vietnam, with ineffective markets. Vietnam 
stock market is considered an ineffective information market 
because the economy does not originate from the private 
economy like it does in developed countries; the stock market 
has only recently developed. Especially, the study of cash 
flow from operating activities aims at providing information 
to individual investors, who play an increasingly important 
role in the stock market. Research on cash flow from operating 
activities at firms listed on the Vietnam stock market in 
providing information to investors may differ greatly from 
other studies in developed countries for a variety of reasons.

3. Hypothesis, Data and Research Methods

3.1. Research Hypothesis

To compare the difference in investor’s decision, T-tests 
were used, while there is opposite information between cash 
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flow from operating activities and profit. From the business 
performance report, T-tests will be compared to test the 
following hypotheses:

 H1: There is no difference in investors’ decision-making 
on positive and negative signs of cash flow from operating 
activities when the firm’s profit grows.

 H2: There is no difference in investors’ decision-making 
for positive and negative signs of cash flow from operating 
activities when the firm’s profit is negative.

T-tests will make comparisons. In the first case, 
comparing Firm A, having a positive profit and positive 
cash flow from operating activities, with Firm C, having 
a positive profit, but negative cash flow from operating 
activities. The second case, the test compares Firm B, having 
a negative profit and negative operating cash flow, with Firm 
D, also having a negative profit, but positive cash flow from 
operating activities. 

3.2. Research Data

The questionnaire is divided into Questionnaire 
No. 1 and Questionnaire No. 2. Eighty investors will 
receive Questionnaire No. 1 and 80 investors will receive 
Questionnaire No. 2. The investors selected are shareholders 
in the firms listed in the Vietnam stock market. Investors were 
surveyed independently from each other, one questionnaire 
for each. In the survey, 58% of the respondents were male. 
The age group 26 to 35 was the largest age group, accounting 
for 47% of respondents; the age group 36 to 45 accounted 
for 33%, 13% of respondents were under 26, and 7% were 
over 46 years old. The research also shows that 65% of the 
responding investors have a university degree or higher, and 
23% have university and college degree. The majority of 
investors, accounting for 79%, have more than three years of 
experience in securities investment.

3.3. Research Design

Questionnaire No. 1 includes two financial statements of 
Firm A and B. Firm A in the Questionnaire is a firm with 
positive profit from the income statement with a continuous 
profit growth in 2 consecutive years, a positive cash flow 
from operating activities. Firm B in the Questionnaire is a 
firm with a negative profit and a negative cash flow from 
operating activities. Questionnaire No. 2 includes Firm 
C and D, where Firm C has a positive profit which grows 
in 2 consecutive years, negative cash flow from operating 
activities and Firm D has a negative profit but positive cash 
flow from operation activities. The Questionnaire only 
provides information about operating cash flow in cash flow 
statements so that investors can focus on the relationship 
between cash flow and profitability of the firms. Moreover, 
the overview shows that cash flow from operating activities 

is a major factor in the firm’s cash flow statement; giving too 
much information is unnecessary.

The survey questionnaire asks respondents’ age, 
gender, educational background, investment term, etc. 
The US accounting regulations are used as reference to 
ascertain whether the investors’ decision are affected by the 
information in the financial statements, According to Taylor, 
Anderson, and Sennetti (1987) and Norton and Wetzel (1986, 
1984) a financial statement influences the decision of users 
of information when the information given by the statement 
is appropriate. The appropriateness of the information in the 
financial statements relies on the fact that the future forecast is 
based on the information provided by the firm in the present, 
and a feedback on whether the investment is good or not 
may be evaluate. The authors therefore asked two questions 
to evaluate the impact of the cash flow statement on their 
investment decisions based on the firm’s future stock price 
projections. The first research question is about the investor’s 
prediction about market impact on the firm’s stock price. This 
is a predictive question about future stock prices. It is given 
by the authors to investors to evaluate how the stock price 
of the firm is, whether its stock price may increase in the 
following year. This is the market’s perception of stock prices 
of these two firms. This is predictive in investment decisions.

Question 1: Do you think the firm’s stock price will 
increase next year? 

The second research question is about how investors 
feel about the firm’s basic values. This research question is 
related to the perspective on how the firm will perform in the 
future, how an investor evaluates the corporate value. This 
research question is responsive to the investment. 

Question 2: Do you think it is a good investment in this 
firm?

The questions are rated on a 5-point Likert scale from 1 
to 5, where 1 is “strongly disagree” and 5 is “strongly agree.”

After responding to questions regarding the investor’s 
decision in the case of Firm A, B, C and D, the authors 
ask investors four questions regarding familiarity and 
comfort of investors regarding their decisions. Questions 
relate to the difficulty in analyzing an investment, the time 
of the analysis, the ability to use conventional analytical 
techniques, and confidence in analyzing an investment. 
Based on the 5-point Likert scale, the authors compare two 
assessments on the comfort and confidence of investors 
with or without information from cash flows from business 
activities. If investors do experience difficulties or problems 
resulting in any lack of confidence in the business analysis, 
the information of cash flow statement is not really necessary 
for users since they do not find any matters.

The research on confidence in carrying out evaluations 
is widely made in those of Paese and Sniezek (1991). The 
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research indicates that people’s attitudes influence their 
decisions, and their consideration of whether information 
is needed. If users feel completely comfortable with their 
decisions despite the information contrasting with their 
view, the information in the financial statements is not 
really important to them. The investor’s decision is based 
on familiarity of skill, knowledge in analysis, comfort and 
confidence in acknowledging the given information. The 
authors also ask if investors’ confidence and comfort have 
changed when there are positive and negative information in 
the cash flow statement, i.e., operating cash flow. Questions 
about investor’s attitude include:

Question 3: Is this investment more difficult to analyze 
than your previous investments?

Question 4: Does it take you more time to conduct an 
analysis of the financial situation in this firm compared to the 
previous analysis?

Question 5: With the above information, do you have 
sufficient knowledge and skills to carry out investment analysis?

Question 6: Are you sure about your analysis of the 
financial situation of the Firm?

In questions 3 and 4, the authors use a 5-point Likert 
scale to measure investors’ response, where the higher 
points prove the more difficult and time spent in analyzing 
the financial statements of these firms, the lower the 
confidence and comfort of the investors in their decisions. In 
research questions 5 and 6, the higher points prove the more 
confidence and comfort in their making decisions.

The questions of behavioral research are to find out the 
attitude of investors towards the information of profitability 
on the income statement and cash flow from operating 
activities of the business; when the business has a profit, 
whether the difference in cash flow from operating activities 
will affect the decision of the investor or not; or when the 
business has a negative profit, whether the difference of cash 
flow from operating activities will affect the decision of the 
investor or not.

4. Results and Discussion

The authors want to examine whether the investor’s 
decision will change when there is opposite information about 
cash flow from positive and negative business activities. It 
will partly reflect the influence of the information in the cash 
flow statement to investors in their making decisions. The 
authors test the equality of the two mean values based on 
the information of two independent samples (Independent 
Samples T-test) for two independent groups of investors with 
almost similar information about profits from the business 
performance report, while information on the cash flows 
from operating activities are opposite. The Likert scale is 

numbered from 1 to 5 where 1 is the lowest rating and it 
moves to 5 as the higher the rating is.

Firstly, comparing firms having a positive profit, positive 
cash flow from operating activities and firms having a positive 
profit, but negative cash flow from operating activities. In this 
case, we will compare whether the stock price will increase 
and whether this investment is good or not. 

A test on the equality of the two mean value is achieved from 
the information of two independent samples to assess whether 
the stock price of the firm will increase or decrease in the future 
and the investment in this firm is good or not. The mean value 
of evaluating the firm’s stock price increase or decrease in the 
following year from positive operating activities is 4.14 and the 
negative cash flow from operating activities is 4.09. 

In this case, the significant level of observation in the 
Levene test of equality of the two overall variances (Levene’s 
test) is respectively 0.164 > 0.05, so we will use the two equal 
variances assumed. The results are significant for these tests or 
not based on the significance level (sig) of the observation in 
the T-test for Equality of Means. For the first test of a change 
in the stock price that has a significant level of observation 
(sig) = 0.574 > 0.05, the information from cash flow from 
operating activities does not affect the investors’ evaluation of 
the firm’s stock whether it will increase or decrease. Investors 
will not change individual decisions when there is more 
information on cash flow from operating activities. Evaluating 
investors’ opinions on the increase of stocks in the case of 
positive profits, positive cash flow from operating activities 
for businesses and the case of positive profits, negative cash 
flow from operating activities, are shown in Table 1.

The second test evaluates whether the investment is good 
or not, as shown in Table 2, and has an observable significance 
(sig) in the Levene test of 0.921 > 0.05, so we will use the 
result of the two equal variances assumed. The results for 
these tests are significant or not based on the significance 
level of the observation (sig) in the T-test for Equality of 
Means. The mean score for Firm A with a positive profit, 
positive cash flow from operating activities is 4.01; and 
for Firm C with a positive profit, negative cash flow from 
operating activities is 3.89. In the second test we have the 
significance level in the observation (sig) = 0.174 > 0.05, so it 
is unreasonable to say that information about cash flow from 
operating activities affects the perception of the investment. 
Evaluating investors’ opinions on the investment in case of 
positive profits, positive cash flow from operating activities 
for businesses and the case of positive profit, negative cash 
flow from operating activities are shown in Table 2.

These two values of significance in the observation (sig) are 
both greater than the significance. Through two independent 
T-tests, it is found that there is not enough basis to reject 
the assumption that there is no difference in the investor’s 
decisions if the opposite information in operating activities 
affects their decision when the firm has a positive profit. 
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Table 1: Evaluating investors’ opinions on the increase of stocks

Group Statistics
Group N Mean Std. Deviation Std. Error Mean

Points
Positive profits, positive cash flow from operating activities 80 4.14 .590 .066
Positive profits, negative cash flow from operating activities 80 4.09 .532 .060

Independent Samples Test

Points
Equal variances 

assumed
Equal variances 

not assumed

Levene’s Test for Equality of Variances
F 1.956
Sig. .164

T-test for Equality of Means

t .563 .563
df 158 156.365
Sig. (2-tailed) .574 .574
Mean Difference .050 .050
Std. Error Difference .089 .089

95% Confidence Interval 
of the Difference

-.125 -.125 -.132
.225 .225 .232

Table 2: Evaluating investors’ opinions on the investment
Group Statistics

Group N Mean Std. 
Deviation

Std. 
Error 
Mean

Points

Positive profits, positive cash flow from 
operating activities 80 4.01 .606 .068

Positive profits, negative cash flow from 
operating activities 80 3.89 .551 .062

Independent Samples Test
Points

Equal variances assumed Equal variances not assumed

Levene’s Test for 
Equality of Variances

F .010
Sig. .921

T-test for Equality of 
Means

t 1.365 1.365
df 158 156.605
Sig. (2-tailed) .174 .174
Mean Difference .125 .125
Std. Error Difference .092 .092

95% Confidence Interval 
of the Difference

Lower -.056 -.056
Upper .306 .306
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Secondly, testing the investor’s decision in the case of 
negative profits, negative cash flow from operating activities 
and negative profits and positive cash flow from operating 
activities.

Regarding the change in the stock the mean value for 
negative profits, negative cash flow from operating activities 
in Firm B is 2.35, while for the negative profit and positive 
cash flow from operating activities in Firm D is 2.96. For 
the first test in the case of negative profit on the change in 
stock prices we have a significant level of observation (sig) 
= 0.000 < 0.05, indicating there is a change in the evaluation 
of the increase or decrease of stock prices when there is an 
opposite information about the business cash flow. Assessing 
the opinions of investors on the increase of securities in the 
case of negative profits, negative cash flow from operating 
activities for businesses and the case of negative profits, 
positive cash flow from operating activities are presented in 
Table 3.

Whether the investment is good or bad, the mean value 
of a firm with negative cash flow from operating activities is 
2.28, while it is 2.93, with information about positive cash 
flow from operating activities, which are shown in Table 4. 
This table evaluates investors’ opinions on the investment in 
the case of negative profits, negative cash flow from operating 
activities for businesses and the case of negative profits, and 
positive cash flow from operating activities. In the test in 
the case of negative profit, whether the investment is good 
or bad, we also achieve a significant level of observation 
(sig) = 0.003 < 0.05 which proves that there is also a change 

in investor perception when investors have an opposite 
information on operating cash flow compared to the case 
of negative profits and negative cash flow from operating 
activities. The perception of good or bad investment changes 
when the profit is negative and there is opposing information 
about positive operating cash flow (see Table 4). 

Based on the two independent T-tests, it is found that 
there are sufficient grounds to reject the assumption that 
there is no difference in the investor’s decision when the firm 
having a negative profit with opposing information of cash 
flow from operating activities. Thus, in the case of a negative 
profit, having positive information about the operating cash 
flow makes investors change their decisions.

Thirdly, assessing the comfort and confidence of 
investors in making decisions.

Although investors do not change their cash flow 
from operating activities, having opposing information 
from operating activities also affects their confidence in 
assessing their investments. The mean difficulty in assessing 
investments in the case of positive profits, positive cash 
flow from operating activities is 2.54, while in the case of 
positive profits, negative cash flow from operating activities, 
it is 3.11. With the significance level of 0.000 < 0.05, it is 
concluded that there is a difference in investors’ confidence 
in both cases. Assessing investors’ opinions on the difficulty 
in analyzing investments in case of positive profits, positive 
cash flow from operating activities for businesses with 
positive profits and negative cash flow from operating 
activities are presented in Table 5.

Table 3: Assessing the opinion of investors on the increase of securities

Group Statistics
Group N Mean Std. Deviation Std. Error Mean

Points
Negative profits, negative cash flow from operating activities 80 2.35 .597 .067
Negative profits, positive cash flow from operating activities 80 2.96 .583 .065

Independent Samples Test

Points
Equal variances assumed Equal variances not assumed

Levene’s Test 
for Equality of 
Variances

F 8.968

Sig. .003

T-test for Equality 
of Means

t -6.561 -6.561
df 158 157.910
Sig. (2-tailed) .000 .000
Mean Difference -.612 -.612
Std. Error Difference .093 .093

95% Confidence Interval 
of the Difference

Lower -.797 -.797
Upper -.428 -.428
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Table 4: Evaluating investors’ opinion on the investment

Group Statistics

Group N Mean Std. Deviation Std. Error 
Mean

Points
Negative profits, negative cash flow from operating activities 80 2.28 .616 .069
Negative profits, positive cash flow from operating activities 80 2.93 .632 .071

Independent Samples Test

Points

Equal variances assumed Equal variances not assumed

Levene’s Test for 
Equality of Variances

F 2.222
Sig. .138

T-test for Equality of 
Means

t -6.589 -6.589
df 158 157.893
Sig. (2-tailed) .000 .000
Mean Difference -.650 -.650
Std. Error Difference .099 .099
95% Confidence 
Interval of the 
Difference

Lower -.845 -.845

Upper -.455 -.455

Table 5: Assessing investors’ opinions on the difficulty in analyzing investments

Group Statistics
Group N Mean Std. Deviation Std. Error Mean

Points

Positive profits, positive cash flow from operating 
activities 79 2.54 .636 .072

Positive profits, negative cash flow from operat-
ing activities 81 3.11 .689 .077

Independent Samples Test

Points
Equal variances assumed Equal variances not assumed

Levene’s Test for 
Equality of Variances

F .750
Sig. .388

T-test for Equality of 
Means

t -5.401 -5.406
df 158 157.534
Sig. (2-tailed) .000 .000
Mean Difference -.567 -.567
Std. Error Difference .105 .105
95% Confidence 
Interval of the 
Difference

Lower -.774 -.774

Upper -.360 -.360
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The average assessment results for the four firms shown 
in Table 6 is taken into account. For the first question about 
the difficulty of the analysis, investors’ assessment on two 
positive profits, negative cash flow from operations and 
negative profit, positive cash flow from operating activities 
is more difficult than their assessment on two businesses, 
one with positive profits, positive cash flow from operating 
activities and the other having negative profits, negative cash 
flow from operating activities. This is similar to the authors’ 
expectation because the given information is opposite – 
negative profit whilst positive cash flow from operating 
activities and positive profit whilst negative cash flow from 
operating activities. The higher the mean, the more investors 
find it difficult to analyze. Compared with the negative profit 
and positive cash flow from operating activities, the mean is 
3.36, which is greater than 3.11, the mean achieved in case 
of positive profits and negative cash flow from operating 
activities. This discrepancy shows that, when profits are 
negative, it is more difficult for investors to analyze than 
when profits are positive. In the case of positive profit and 
positive cash flow from operating activities, the mean is 2.54 
while in case of negative profit and negative cash flow from 
operating activities the mean is 2.42. 

Similarly, regarding the research question about the time 
to analyze the investment, the scores of Firm B having a 
negative profit, negative cash flow from operating activities, 
Firm A having a positive profit, positive the cash flow from 
operating activities, Firm C having a positive cash flow from 

operating activities and Firm D having a negative profit and 
positive cash flow from operating activities is, respectively, 
2.89; 3.03, 3.43 and 3.67. Thus, in the two research 
questions, the lower the average score, the higher the level 
of confidence in the analysis. 

However, for the latter two questions about the knowledge 
and skills to analyze the investment and the confidence level 
in analyzing the investment, the lower the score, the lower 
the confidence level. The opposing information between 
profit and cash flow from operating activities makes it harder 
for investors to use conventional analytical techniques and a 
lack of comfort in making their decisions (see Table 6). 

5. Conclusions and Recommendations

5.1. Conclusions 

Based on the authors’ research, hypothesis H1 has been 
rejected. When there is no difference in the investors’ decision 
in the case of a positive profit, the cash flow from operating 
activities differs positively and negatively. However, 
investors also feel that there is a lack of confidence in decision 
making in the case of a positive profit and a negative cash 
flow from operating activities. In hypothesis H2 it is seen 
that there is a difference in the investor’s decision in the case 
of a negative profit, the cash flow from operating activities 
differs negatively and positively. Investors have changed 
individual decisions when there is conflicting information 

Table 6: Evaluating investors’ opinions on the comfort and confidence in assessing investments in businesses

Questions 

Positive profit, 
positive cash flow 

from operating 
activities of Firm A

Negative profit, 
negative cash flow 

from operating 
activities of Firm B

Positive profit, 
negative cash flow 

from operating 
activities of Firm C

Negative profit, 
positive cash flow 

from operating 
activities of Firm D

1.  This investment 
is more difficult to 
analyze than previous 
investments

2.54 2.42 3.11 3.36

2.  Analyzing the financial 
situation of this firm 
takes more time than 
previous firms 

3.03 2.89 3.43 3.67

3.  With the above 
information, do 
you have sufficient 
knowledge and skills 
to perform investment 
analysis?

3.05 3.28 3.21 2.85

4.  Certainty in analyzing 
the financial situation 
at this Firm

3.44 3.67 2.94 2.71
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about cash flow from operating activities. In this case, it is 
also seen that investors take more into consideration when 
there is conflicting information on cash flow from operating 
activities than when both profit and cash flow from operating 
activities are negative.

5.2. Recommendations

The paper points out that investors are mainly concerned 
about the business performance report, which reflects the 
profits of a firm rather than the cash flows mostly mentioned 
in the cash flow statement from operating activities. When the 
corporate profits are positive and growth rate is stable, investors 
who make decisions are not affected by the information from 
the cash flow statement. Investors only pay attention to cash 
flow statements when corporate profits are not satisfactory. It 
is a mistake of investors in decision-making. The interest is in 
profit targets and high-profit generation to help businesses easier 
to call for investments. Therefore, the profit of the business is 
often adjusted by the management until it cannot be adjusted 
anymore. Cash flows from the firm’s cash flow statements often 
reflect the weakness earlier than the business performance report. 
Investors who intend to make a long-term investment should 
pay attention to information on cash flow statements. Vietnam’s 
stock market is perceived as an ineffective information market, 
where the information is not transparent. In newly-developed 
markets, any ineffective information or transparent and honest 
references to the information from the statements without being 
affected by accounting estimates such as cash flow statements 
are essential.
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