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Abstract

Purpose: The present study was conducted to gather evidence to investigate the relationship between cash holdings,
firm value, and financial performance of companies' constraints in financing the Iranian capital market.
Methodology: This study was investigated for 91 companies (number of observations 728) in 8 years between 2012
and 2019. Also, panel data regression was used to test the relationships between vatiables.

Findings: The results indicate a nonlinear relationship between cash holdings and performance, and this relationship
is inverted U-shaped. Also, this relationship has existed with the petformance variable (ROE) as an alternative vari-
able. This study shows a negative relationship between the non-optimal level of cash holdings and financial petfor-
mance. The results indicate that companies with financial constraints hold cash holdings, which will reduce financial
performance.

Originality/Value: Evidence of a nonlinear relationship between firm petformance and cash holdings under com-
pany-specific conditions gives managers and investors the insight to examine the performance of companies, future

value, and how they make decisions in certain circumstances, such as financial constraints for companies.
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Table 1- Descriptive statistics results.
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Table 2- Test results of the first hypothesis of the reserch (panel data with random effects).
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Figure 1- Non-linear relationship between cash holdings and firm value.
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Table 3- Test results of model 3 of the reserch (panel data with random effects).
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Table 4- Test results of the secend hypothesis of the reserch (panel data with random effects).
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Table 5 - Test results of the third research hypothesis (panel data with random effects).
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Table 6- Test results of the hypothesi (ROE) s (panel data with random effects).
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Figure 2- Nonlinear relationship between cash holdings and financial performance of firm.
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Table 7- retest results of the second hypothesis (ROE) (panel data with random effects).
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Table 8- retest results of the third hypothesis (ROE) (panel data with random effects).

&) lobine mlaw to,Ll 3 lasll Bl yzuil wly yuiio pb
.000 4.0572 1416 5745 CASH
.034 -2.1240 .3232 -.6865 CASH?
.000 -2.8171 .0361 -.1017 FC
.020 2.3304 4449 1.0368 FC*CASH
011 -2.5430 1.1480 -2.9194 FC*CASH?
.027 2.2014 .0144 .0317 GROWTH
718 .3592 .0721 .0259 LEV
.000 3.7228 .0469 1746 C
F statistic 4.9832 R-squared .0462

Prob .000 Adj R-squared .0369




Sl 3 Shas 5 0S8 i)l (A amy SIS

Codgdoms Lo

Jbﬂ‘ %bﬂjb\f asdzs 39 :JL‘I WEJJ

380ee b g3 iy (sl b5 O el 51 5 A s CBIUgSs o s oo L3S A ddom 5 gty i o b (503 ol
3 Il Cusdons L 0T el 15 4B s Coblig 053 015 (sl ekt o 4 53 2315 355 etes 5 Cute abasly (ROE) 25,5
o s sdoms (5115 LS, 48 Ans o DS a3 ) gl 23,05 3ym5 o alaly (ROE) C5 5 Shas b o s poms
i b e Sl 3 05001 Jaolom gl sl 1l dalis S8 (35 RS Comgo al ol 457005 A dormy CIMESS 4
) O 4 5 48l LS (6513 ) Ol S A5 g0 A oy SIS &2 o 4 S, S ()5 oo 80l S5, 55

e s el cpl 5l e Jlo glacgs gdoes Sils a5 GLACS S 55 55 S dalss Ty JalS o glac syl
S g (§ 5 A -0

CLeS; 55 Jbo 5l 55 Cungdons Ll 53 (Jlo s Shee 5 S0 5] b a5 SIS e o BLS 4 a3 cnl )
o 5w 4 558 (IS (oman 53 el A s B ool bl el o 3 g5 sl Bl s 3 edb 4y
ngm o] S 45 48 ol ) (51315 s ) 31 L B ey el 555 51,3, ol IS 5 s 5L 5 sy (5,1
Ol e 3l piams Ls (ke 5 )l e s CAL;» slias 4 a5 b das bl glldelew gl p 1y &S00 Syl as by 1y slelp 3G
el @3l 3l piany DaclisS 5o b S (6518 ayle un e Gl b 2501 b slaels 5o b (Blio) B gl o s 5o
2 A Jelse plalis 5 CS 8 S )] s ims e 5 | 0T Ol kel e @ 7135 Gl @ 0l a2 55 0238 ROEYES
Fie slSely alalis g 53 oplsen apl il oo Jbo 018 Jolow 5 obIaS e s 58505 S8 3150 5] alican agls o slasBl s o
Sl el ol @ au 3 5 ol e ans (SIS it e Glaunsidoes Ll b s QS8 (3 5] it S5, 25 0
53 3035 (Sules OS5 oMbl 0,8 pde Ll e o 5 S e ool a5 o M gy s aiil >yl
K g35e ) 5 10 Sl 4 Sl s 2w 1L 3 HBAES S Lins oS azdils o)L g5 ol e Skl o, pos L
SISl o Cos 0 15 S il 5 oo SV () pe 4z 53 35 0o 4 o wolio OB (el (sl LoDl o blses
S5 Sl L5 g3 Olylalgs wilia b ol ks wlis odal 5 5 4 J 8 5 CuSle (g 3luli 51 Sled ONSe il J81u
St 5 o @ilie 5 Lo a5 Sl T 31 (Sl SeoolST(sla 253 31 (6ol 23 2153 15 5,5 631000 15 ol ol pcke 5 42l
Ly LS 05l 93y SISl 5 e S e GBuls a2 53 eSS S, 2 S G S 5 ol ke

AL S5 ol

S @b

Llo3 S5 o3linl (9316 et o wma s 31 e ol 2 53 9By
Lo b ol

5 3 ol SIS 53 oailin )5 et oS iy 5

&b

Al-Najjar, B. (2013). The financial determinants of corporate cash holdings: Evidence from some emerging
markets. International business review, 22(1), 77-88.

Amponsah-Kwatiah, K., & Asiamah, M. (2020). Working capital management and profitability of listed manufacturing firms
in Ghana. International journal of productivity and performance management, 2, 1741-1750.

Asadi, GH., & Baghdar, B. (2015). The effect of the optimal level of cash held on the value of companies listed on the Tehran
Stock Exchange. Journal of auditing science, 15(61), 27-50. (In Persian).

Bates, T. W., Kahle, K. M., & Stulz, R. M. (2009). Why do US firms hold so much more cash than they used to?. The journal
of finance, 64(5), 1985-2021.

Bigelli, M., & Sanchez-Vidal, J. (2012). Cash holdings in private firms. Journal of banking & finance, 36(1), 26-35.

Bulu, G., Babajani, J., & Mohseni Maleki, B. (2013). Relationship between non-optimal cash holdings and future
performance of companies in Tehran stock exchange (TSE). Journal of Knowledge Accounting, 3(11), 7-29. (In Persian).

Denis, D. J., & Sibilkov, V. (2010). Financial constraints, investment, and the value of cash holdings. The review of financial
studies, 23(1), 247-269.

Dittmar, A., & Mahrt-Smith, J. (2007). Corporate governance and the value of cash holdings. Journal of financial economics,
83, 599-634.



Ghorbani, S., & Adili, M. (2012). Firm value, cash holdings and information asymmetry. Journal of knowledge
accounting, 3(8), 131-149. (In Persian).

Gill, A., & Shah, C. (2012). Determinants of corporate cash holdings: Evidence from Canada. International journal of
economics and finance, 4(1), 70-79.

Harford, J., Mansi, S. A., & Maxwell, W. F. (2008). Corporate governance and firm cash holdings in the US. Journal of
financial economics, 87(3), 535-555.

Hossain, T. (2020). The effect of working capital management on profitability: a study on manufacturing companies in
Bangladesh. International journal of research in business and social science, 9(6), 114-122.

Iskandarnejad, S., Hassanzadeh Baradaran, R., & Taheri, H. (2020). The impact of working capital management on Listed
companies profitability in business cycles based on the output gap. Asset management and financing, 8(2), 31-48. (In
Persian)

Jensen, M. C. (1986). Agency costs of free cash flow, corporate finance, and takeovers. The American economic
review, 76(2), 323-329.

Lee, E., & Powell, R. (2011). Excess cash holdings and shareholder value. Accounting & finance, 51(2), 549-574.

Malekian, E., & Moradi, M. (2019). The relationship between cash value and accounting conservatism: The role of
modification controlling shareholders. Journal of financial accounting research, 11(2), 1-16. (In Persian).

Martinez-Sola, C., Garcia-Teruel, P. J., & Martinez-Solano, P. (2013). Corporate cash holding and firm value. Applied
economics, 45(2), 161-170.

Meshki, M., & Sanayeei Masuleh, M. (2016). The effect of deviation from the optimal level of cash holding on the marginal
value of cash holding. Financial management strategy, 4(2), 103-120. (In Persian).

Myers, S. (1977). Determinants of corporate borrowing. Journal of finance economics, 5, 147-175.

Myers, S., & Majluf, N. (1984). Corporate financing and investment decisions when firms have information that investors
do not have. Journal of financial economics, 13, 187-221.

Nguyen, T. L. H., Nguyen, L. N. T., & Le, T. P. V. (2016). Firm value, corporate cash holdings and financial constraint:
A study from a developing market. Australian economic papers, 55(4), 368-385.

Ogundipe, S. E., Salawu, R. O., & Ogundipe, L. O. (2012). The determinants of corporate cash holdings in Nigeria:
Evidence from general method of moments (GMM). World academy of science, engineering and technology, 61, 978-
984.

Opler, T., Pinkowitz, L., Stulz, R., & Williamson, R. (1999). The determinants and implications of corporate cash
holdings. Journal of financial economics, 52(1), 3-46.

Ozkan, A., & Ozkan, N. (2004). Corporate cash holdings: An empirical investigation of UK companies. Journal of banking
& finance, 28(9), 2103-2134.

Pawlina, G., & Renneboog, L. (2005). Is investment-cash flow sensitivity caused by agency costs or asymmetric
information? Evidence from the UK. European financial management, 11(4), 483-513.

Pinkowitz, L., & Williamson, R. (2007). What is the market value of a dollar of corporate cash?. Journal of applied
corporate finance, 19(3), 74-81.

Pinkowitz, L., Stulz, R., & Williamson, R. (2006). Does the contribution of corporate cash holdings and dividends to firm
value depend on governance? A cross-country analysis. Journal of finance, 61, 2725-2751.

Pourali, M. R., Imeni, M., & Taherpour, G. R. (2013). The study of relationship between institutional shareholders and
firm cash conversion cycle (CCC): evidence from Tehran stock exchange (TSE). International research journal of
applied and basic sciences, 4(9), 2735, 2741.

Samadi Lorgani, M., & Imeni, M. (2013). The relationship between working capital management and cash holding
companies listed in Tehran Stock Exchange. Journal of management accounting and auditing knowledge, 2(5), 39-52
Tavakolnia, E., & Tirgari, M. (2014). Financial leverage, cash holdings and firm value in the companies listed in Tehran
stock exchange: investigating non-linear and hierarchical relationships. Management accounting, 7(3), 35-51. (In

Persian).

Zhang, J. (2011). The relationship between working capital management and the corporate cash holdings (Master's thesis,

Itd&-Suomen yliopisto).

]
o
4
3
4

<

fYY-YYs ) N e OL'ZM.A) ¥ a)LA.:-: ¥ 093 ‘;;"lﬂl“‘g 6\.@},:.&‘)‘9 ‘5)‘5“,3



