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Abstract: This is the first research investigating the mediating effect of investor recognition on the
association between advertising and firm value. In the LISREL setting, we first examine the direct
effect of advertising on investor recognition and on firm value. The results indicate the positive
effects of advertising on both investor recognition and firm value. We then treat investor recognition

as a mediating variable, and the results show that the impact of advertising on firm value remains
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positive but less significant. This evidence suggests that investor recognition plays a partial
intermediary role in the relation between advertising and firm value. Specifically, improving investor
recognition is one of the important gateways for advertising to upgrade firm value. Our finding of the
mediating role of investor recognition is helpful to clarify the inconclusive relationship between
advertising and firm value, and thus contributes to the literature by linking fields of marketing and

finance.
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