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Abstract

This paper examines the impact of accounting conservatism on the
level and value of firms’ cash holdings. Using a sample of 132 firms in
the Egyptian environment for the year 2016, the results indicate that there
is a positive and significant association between accounting conservatism

~and the level of cash holdings. Also, there is a positive and significant
relation between accounting conservatism and value of cash holdings.
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1. Introduction

In a perfect capital market, where capital would be obtained at any
time it is needed to finance new projects without costs, there would not be
any benefits associated with hoarding cash. However, in the real capital
market with financing frictions (e.g. information asymmetry, moral
hazards and transaction costs) obtaining cash is costly. This highlights the
importance of holding cash ta have an insurance against liquidity shocks
(Almeida et al., 2004; Faulkender and Wang, 2006).

Cash is an essential component for day-to-day operations, investing
and financing activities of every firm. It provides the firm with liquidity

and eases the payment of various obligations. Insufficient liquid assets . -

oblige the firm to delay the payment of those obligations and thus may

force the firm to declare bankruptcy. Therefore, cash level is a key.
‘element that contributes to firms’ survival. It has played a crucial role in

recent financial crisis. Firms with high cash levels managed to hold off
the recession and hence required a [esser need to borrow, while firms

with lower cash levels were required refinance, either via debt or equity,

at higher costs of capital. Not only the funding was expensive, but also it

might be not available (Ozcan and Ozcan, 2004; Al-Amri et al., 2015).

Among all corporaie resources, cash is the asset that is most
susceptible to potential misuse due to its liquidity and discretionary
nature. Managers have incentives to exercise discretion over cash
expenditures with little scrutiny. Low monitering mechanisms induces
managers to spend firms’ liquid assets on negative net present value
(NPV) projects to pursue their private benefits, represented in empire
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building and compenSations, at -shal_'eholders’- expense. This abuse of cash
aggravates the agency problems (Jensen, 1986).

Low monitoring '_m'ech_an'isms _we};kén' investors™ ability to- mitigate
agency costs of managerial discretion. Thus lowers the value of ‘corporate
cash holdings when inveStqrs_'eXpeét'_ pnvate berefits to be extracted by
entrenched 111aﬁagefs. Since investors plage the value of cash holdings
upon their expectations o:f'-_h_ow_;c:as}_i WQtl_ld be used, in ca$e of aggravated
ageicy cosls, a dollar miay” not be worth:a" dollar as it is-going to be
wasted (Louis etal,, 2012)° -~ - .

Accounting conservatism can be incor_po'rafed into control. mechanisms
designed for efféctively:implemenﬁﬁg firm’s operation on behalf of its
stakeholders. 'Ac_cbunting- ~conservatism  implies ¢ the ' accelerated
recognition of future losses -from “poorly performing projects. So,
accounting conservatism “enhances - managerial - incentives to avoid -
suboptimal investments ex-ante, and 0 abandon: loss projects quickly ex~
post. In this regard, accounting conservatism is viewed as both helping
resolve agency problems and enhancing firm value through decreasing
the potential for lower value of cash related to overinvestment decisions
(Watts, 2003; Louis et al., 2012). ' '

Acédrdingly, this paper inﬁe’stigatésthe'folloWing research qﬁestion:

RQ. What is the impact of édcquﬁﬁﬁg conservatism on both the level and .
- the value of cash holdings in Egyptian listed companies? ..

So, the pufpose‘ of this paper' is to_invesﬁgate__the following:_

1- The impact of _accéunting .conser:\ﬁ.a,tisjm on the level of cash holdings
in Egyptian listed companies.. e ‘ o '

~ 2~ The impact of accounting conservatism on the value of cash holding in
Egyptian listed companies. . ' :

This paper is significant in several ways: '

1-In the Egyptian_ environment; there is-an ‘ample work. asserts the

beneficial role of accounting conservatism in debt and equity markets
(i.e. external financial decisions).. However,. there is no, to the

researcher knowledge, research examining how reporting accounting

conservatism shapes firms internal financial decisions.
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2- By investigating the impact of accounting conservatism. on the value
‘of cash reserves, this research contributes to the growing accounting
conservatism literature argues that conservatism  is. essential for
pr'eventin'g menagers from destroying firm value. '

3- This research also contributes to the lxteratule on the determmants of
the level of corpor ate cash holdmgs :

4~ This research can be a helpful instrument for financial -officers and
stakeholders to understand the mechanisms and drivers of corporate
cash holdings in order to manage and govern ﬁrm ‘s’ assets more

efficiently.

The teminder -of this research is organized as fo]lews: Section 2.
provides the theoretical development of the 'hypoth'eses' Section 3
describes the methodology; while Section 4 dlscusses the data and
descnptwe statistics. Section 5.reports the results

2. Theoretical underpinnings of the hypotheses

2.1. Aecoimting conservatism and the level of cash holdings

~ Accounting conservatism reinforces cash availability by both

increasing cash inflows and decreasing cash outflows. Kirschenheiter and
Ramakrishnian (2010) discuss analytieally that cautious decision makers
prefer accounting conservatism- to facilitate decisions concerning
precautionary savings ‘as future cash flows become riskier, thereby

enhancing cash holdings.

Accounting conservatism  decreases cash outflows through
discouraging cash wastage on perquisite consumptions and lowering
agency costs related to cash holdings. Watts (2003) show that delaying
the recognition of net income and net assets defers or reduces cash
disbursements for performance-based compensations, dividends and
taxation (Callen et al (2010} and Chen and Zhu, {2009) show conﬁrmmg

evidence).

From the other hand, Low monitoring mechanisms drive agency
problems which make external funding more expensive and create the
incentives of firms to stockpile internally generated cash for transaction
and investments and to hoard larger precautionary balances, Applying
accounting conservatism, one of monitorinig mechanisms, reduces agency
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problems and thus decreases costs of external finance. Therefore there is
no need for firms to hold large qash-balances. .

La Fond and Watts (2008) find that accounting conservatism mitigates
information asymmetry between shareholders and mariagers and restrains
managers’ ability to manipulate and overstale financial performance.
Reduction of information' asymmetry. and agency costs increase the
probability of having external finance at low costs, 50 there is lesser need
1o hold excess cash. '

Based on the pre_cédihgfdisc'ussion,'l present my first hypothesis as
follows: o S ' ' '
HI: There is a. relationship berwe.en accounting conservatism and the

- level of cash holdings. ' ' '

5 2. Accounting conservatism h_nd the value of cash holdings

-Low monitoring mechanisms trigger. information asymmetry and
increases ‘agency cost of cash held by .the firm. Investors, therefore,
increase the discount rate they. apply to cash level held by the firm
resulting in a devaluation of its market value. Undisciplined firm
managers - dissipate firms> cash flow on wasteful investments at the

-detriment of shareholders.

Harford (1999) and Bates (2005) show evidence that cash-rich firms
are more likely to disburse cash on acquisitions that subsequently turn out
to be poor. performers. According to Opler et al., (1999) cash enables
managers to undertake projects that the external capital markets would
not be willing to finance. These unrestrained actions of managers create
the necessity to monitor and control their self-serving actions. Accounting
conservatism makes it easy to discipline the behavior of firm managers

(Ball, 2005).

Firms practicing accounting conservatism are less prone to overinvest
as timely loss recognition limits discretionary cash amount available to
managers. This added efficiency creates greater value. This provides the

rational for the next hypothesis. '

H2: Accounting conservatism has a positive impact on the value of
corporate cash holdings: '
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3. Methodoelogy

3.1. Measures of accounting conservatism
To measure accounting conservatism, I will depend on two proxies:

3.L1. Total Accrunals (TA)

Consistent with (Givoly and Hayn , 2000 and Ahmed et al. 2002), I use
total accruals before depreciation as 4 proxy for conservative accounting.

Due to accounting conservatism, bad news is recognized in income in a
more timely manner than good news. If news is recognized on a different
moment. in time than the cash flow takes place, accruals are used.
Negative accruals are brought on by. the recognition of bad -news before -
the cash outflows occurs.. Accordingly, negative a.ccruél_s refer.a timely
recoguition of losses. Persistent negative accruals for a long period
provide a proxy for conservative accounting. 1 use the sum of total
accruals excluding depreciation (net income before extraordinary items
plus depreciation expense less operating cash flows). deflated by total
assets. I also multiply this measure by negative one so it s increasing in
the amount of negative accruals, : - -

3.1.2. Nen-operating Accruals (NOA)

In this measure, Givoly and Hayn’s (2000) classify total accruals into
operating and non-operating accruals, They concentrate more on non-
operating accruals as operating accruals are caused mainly by business
operations. So, operating accruals will not be available for management
to influence the reported income of the firm and the timeliness of loss and
gain recognition, Some examples of non-operating accruals are bad debt
provisions, restructuring charges and gains and losses on the sale of
assets. Givoly and Hayn (2000) exhibit that negative accumulated non- -
operating accruals point to-accounting conservatism, ' '

Non-operating accruals are calculated as follows:

Non-operating accruals = Total accruals - operating accruals. (1)

Total accruals = Net income + depreciation " — cash (2)
: flow from operations.

A‘accounts receivable + A inventories + 3)

A prepaid expenses -~ A accounts

payables — A taxes payables.

It

Operating accruals

W ip caleutating total accruals, Givoly and-Hayn (2000} excluded depreciation from
net income because it is considered as non-cash item,
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3.2. Accounting Conservatism and th_c-'leveli of cash hol’di'n-gs-

A multlple lcgressmn analysis is used modeimg cash holdings level
(CHL) as 2 Tunction of certain explanatory variables. Besides using other
variables which are found to be related to cash holdings in prior research
as control’ variables. 1 develop the following regression equations to

evaluate the 1esearch hypotheqes

CASHn = Bo + BIACC,(_ONSu + Ra3TNDi + BDUALR + BaSIZE + (4)
. BsLEVu + BGROA|L+ B7DIVIDi -+ git S

Where:. . A o _ .
CASHi: .~ Cash holding Jevel for firm 1 in year t
ACCCONSit: Accounting conservatism forfirm i in year t
BINDi: -~ . Board independenc__é for firm i in year t
DUALA: ' Board duality for firm i in year t
SIZEi: - Firm size for fom i inyeart
LEVit:. Financial leverage for firm {-in year t

“ ROA# °  Returh on assets for firmiin year t

DIVIDi: . Cash dividends payment for firm i in year t
3.3. Accounting Conservatism and the value of cash holdings

- Recent studies find that, on average, the market value of an additional
dollar in cash holdings is less than one dollar (e.g. Faulkender and Wang
2006; Dittmar and Mahrt- Sm1th 2007;.Sun et al., 2012).

The cmrenl paper auempts to determine whether accounting
conservatism 1mproves the ‘marginal market. value of cash holdings. The
basic idea is to exarnine if changes in cash holdings impact the annual
stock returns of firms. The justification for this is that investors, who
determine market prices, would express their expectations of the value of
cash holdings by bidding up or down the stock price when the firm
experiences changes in the amount of cash it holds; thus, this is an
analysis of the value of a change in cash (Dittmar and Mahst- Smith
2007); Faulkender and Wang (2006) argue that this method is more
robust to data and endogeneity 1ssues than. methods. which: rely on the

market-to-boak ratio of the: finm.
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Accordingly, accountmg conservatism (ACCCONS) 'is added as an
independent variable and interacting change in cash holdings (ACH) with
ACCCONS as an additional explanatory variable (see equation 2).

CHVi =80  +  BiACHw  +  HBACCCONSH ~ + (5)
BACASHi* ACCCONSI + B4BINDu + BsBDUAL# +
BBSIZEi + B/MOWNi + RoSIZEi + BioLEVi +
BHROAi + BaMTBi+ BisADIVID: - BUANWC -+ &i

Where:

CHVit Refers to cash holding value. ‘Consistent.with. Faulkender and -
Wang (2006)_ and Louis et al. (2012), the researcher uses the
following measures of cash holding value for firm i at tire t:

o ABRETi: the abnormal stock return over the yeaf ending
three months aftef the fiscal year end.
¢ MVit: market value for firm i at time t.

ACHic  The change in cash plus marketable securities over the fiscal
year scaled by market value of equity. at the beginning of the
year,’

4. Sample and descriptive statistics of selected variables-

I conduct my research on- Egyptian listed firms. The iiecésSary -
financial data of these firms have been gathered from the Egyptian Stock
Exchange: From the entire populatton I exclude financial firms as these
- firms, such as banks, are reqmred to hold cash to meet capital
requirements. Hence mcludmg them could create bias. Also, utility firms
are excluded as they are highly regulated, and these regulations may have
different effects on firms’ cash holding policies. The sample of this paper
consists of 132 randomly selected firms for a recent year, 2016,
comprising 132 firms. Table (1) provides summary of descriptive
statistics of the sample.



Table (1): descriptive statistics

CASH . T 113000 |67 11158 | 13769 .
ACCCONS_TACC 1137 (35 . |67 . |-0205- | 11969
ACCCONS_NonOper 126 [-51- .73 0122~ | 13298 -
ACASIFACCCONS TACC | 127 | -0 - |26 |.0031 | 02411
ACASH*ACCCONS_ 126 | 04 | 28 0030 | 02656
NonOper . . . o I . :
BIND IR EETE BT 1.00 7079 |-.18985
DUAL - . RERL 1 89 | 462
BSIZE O BT Y B SR T 790 | 2831 .
MTB ' 125 1614 . | 16.24 1749 | 1.96863 |
MY - 125 | 27 5.62 1.1940 | 83343
MOWN —["131 |.0000 8831 080635 | 1614535
SIZE T30 {1729 | 2433 20,2089 | 1.44973
JLEV 13000 - [239 4672 | 35118
“|ROA T [ 130 | -46- 48 0429 | .11246
“[prvip _ 1287 f.00 20 |.0296 | .04486
ACASH — [130]-53- . |39 0145 | .08940
ADIVID T 1282 09 -0043- | 03542
NWC 130 | -.76- 72 |.0726 | .25668
ABNRETURN 1126 [-8158- | 1.3526  |.013553 | 3748015

The ratio of cash level ranges 'ﬁ'om_O% to 67% with a'mean 'o_f 11.58%
which indicates that the investment in cash is a significant compdrienf of
total assets. Accounting conservatism measured by total accruals ranges
from -35% to .67% with a mean of -2 05%. Those values reach -51% to
73% with a mean of -1.22% for accounting conservatism measured by |
non-operating accruals. Firms hold on average 11.58% of their total
assets in cash, with-a leverage of 46.72%, a dividend yield of 2.96%, a
return on assets 4. 29%, NWC of 7 26%, Abnormal return of 13.553 and

size of 2020.89%..
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.. 5. Regression results
5.1 The effect of ﬁccouhting conservatism on the level of cash holdings,

Table-(Z) fepor’t's the regression estimation of equation (4) using total accruals
as measure of accounting conservatism. '

Table (2): the regression estimation using total accruals as measure of
) accounting conservatism.

Unstandardized . [ Standardized | - - - Collinearity - .

“Coefﬁgie;tt;_ -Coefﬁci_egts i Sig. .Stati§tic§ S

B Beta i | Melernce  VIE o

Constant 1409 125 _ 3.284° | 001+

ACCCONS-TACC " -|'.276 093 1251 2.976. | .004# | 637 1.571
BIND =~ [ =082« 1.046- -.139- -1.776- 1 .078% | .739 1.353
A DUAL : ‘ .004 D18 017 - 235 814 892 - 11,121
{SIZE - - 002 .003 050 1.606 546 | 654 1.530
LEV o -017- | .006 =209- - [-2,623- | .010% | 712 1.404
ROA ' : .046 031 A2 1459 [.147 764 1.309
bivib 453 126 - 398 3.609 | 000« | 373 2.684

¥ Relation is sigrificant af the:0.05 Tevel, ** Relation fs significant a the:0,01 level

R _ 0.489

Adjusted R? 0453

F 13.517 (Sig. = 0.000)
Durbin-Watson 2.033
Kolmogorov-Smirnov | 0.125

N : - 1122

These results show that accoﬁnting conservatism, measured by total
accruals has a positive and significant effect on the level of cash holdings
at 1 percent level. That is more conservative firms hold higher levels of
cash holdings than less conservative firms. Considering the control

variables, 1 find a significant - negative relation between board.
independence, leverage and level of cash at the 5, 1 percent level. Also,
there is a significant and negative relation between leverage and Dividend
and the level of cash holdings af.the 1 percent level. Table (3) reports the
regression estimation of equation (4) using non-operating accruals as measure

of accounting conservatism.
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Table (3): the regression estimation using non-operating accruals as measure of
accounting conservatism. '

Uu_sta" ardlzed ‘_Standardized R HNinearity ».-
:‘C(‘Je .?le;t:_ F)oefﬁclents T --Slg.- StatlSthS. N
. B Erm'r Beta ‘ ' _ ‘Toletance | VIF
Constant _ 347 1124 2.761 [ .007%* _
ACCCONS_NonOper | .156 |.078 |.160 2087 |[.0d6+ | .762 1.313
BIND -071- | .048 |-.120- -1.479-|.142 | 721 - 1.387
DUAL 010 | .018 | 03¢ 1.540 390 | 908 1102 |
SIZE .002 }.004 |.053 612 541 641 1.560, '
LEV -014- | .006 |-173- -2.156- | .033+ | .740 1351
ROA 032 |.032 079 1021 |.310 |.789. 1268 |
DIVID 333|118 |.290 2.835 | .005+ | 457 |2.188
¥ Relationis, sxgmﬁcant at the 0,05 level, A* Relation s significant at the 0.01 Jevel:vi s e
R '0.466- :
Adjusted R* -~ 0.428
Fo 12.223 {Sig. = 0.000)
} Durbin-Waison 1.983 '
Kolmogorov-Smirngv 0.138
N 122

These results show that accounting conservatism, measured by non-
operating accruals has a positive and 51gn1ﬁcant effect on the level of -
‘cash holdmgs at 5 percent level. That is more conservative firms hold
h1gher.levels of cash holdings than less conservative firms. Considering
the control variables, 1 find a significant positive relation between
dividend ratio and level of cash at the 1 percent level, Also, there is a
significant and negative relation between leverage and the level of cash

: holdmgs at the 5 percent level.

5.2. The effect of accounting conservatism on the value of cash

holdings;

Table (4) shows the regression of accounting conservatism, measured by total
accruals, on the value of cash holdings, measured by abnormal return.
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Table (4): the regression of accounting conservatism, measured by total
accruals, on the value.of cash holdings, measured by abnormal return.

" T Unstandérdized | Standardized Collineatity. .

" Coefficients.” Coefﬁctents tatistics.

BT e | [ [Tatwanee] viE
) . -‘-Errer_ : _ K
Constant 1218 | 484 U2.520- | 013
ACASH 5670396 | 155 11432 | 155|381 - |1.721
ACCCONS_TACC 081 1377 (028 - .p214 f.831. {391 20558
ACASH*ACCCONS_TACC | .013. |-1.408|.001 ° - - |.009 993 |.637 - | 1.570
BIND < [W351 21490200 - o 2.356...020% 9.927 . ] 1079
DUAL T 025 | 067 |-039- | 421- | 670815 - | ra2r|
STZE Tl 047|023 | 203 |2.029. | 0a5% | 674 | 1484 |
TEV .~ |063 |119 |063  [|532 |59 |.489 7044
ROA T 543 4131178 o P LR34 192 137 0 1 2:603
"ADIVID ] 3.081 812 1.324-  [3.795 | .000+ | 928 1.078
NWC 048 [.146 | 037 331|741 | 557 1797] -

:Relation-is-iignificant athe 0.01 Teve

G sigmbcantal fe 005

0.268
Adjusted R? 0.200
F ~[3.954 (Sig. = 0.000)
Durbin-Watson _ 2. 149 .
| Kolmogorov-Smirnov 377
N - 119

These results show that there is no 31gn1ﬁcant relatton between value of
cash- holdings and accountmg conservatlsm Con31der1ng the control
variables, I find a szgmﬁcant pos;twe relatlon between ‘board .
independence and firm size and-the value of cash’ at the 5 percent level.
Also, there is a significant and positive relation between .change in
dividend and the value of cash holdmgs Do

Table (5) shows the regression of. aceeun‘tmg COnseWatism ' rneaeured by non-
operating accruals, on the value of cash holdings, - measured by abnorma!
return, ) :
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Table (5): the regression of accounting conservatism, measured by non-
operating aceruals, on the value of cash holdings, measured by abnormal return.

[ Unstandardized | Standardized | " . | Collinearity -
" Coefficients | Coefficients T Sig. Statistics
B ESL 'tr(:xlr. Betg_ ' Tolerance | VIF

Constant -1.264- | 460 -2.749- | 007+ _
‘ACASH 529 J83 | 144 1.382 [ .170 ;.623 1.60¢
ACCCONS_NonOper 090 288 | .035 A1l 56 f.524 1.908
ACASH*AECCONS_ NonOper | 156 1.284 | .013 22 903 | .634 1.576
BIND 337 151 1,193 2.235 027+ [ 914 1.Q94
DUAL -.033- {065 {-045- -503- | 616 |.B6B - 1.152
SIZE 050 022 | 216 2271 1.025+ |.752 1.329
LEV .050 16 |.050 436 664 | .526 1.901
ROA 570 367 |.185 1.553 1.123 | 480 - 2.082
ADIVID 3.075 | .811 |.324 3.790 ; .000%+ | 928 1.078
NWC 059 49 | .045 396 693 |.537 .1.861
¥ Relation is significant at the 0:05 level, ** Relation i5'significant at the 0.01 level: 2
R 273
Adjusted R’ 205
F 4.015 (Sig. = 0.000)
Durbin-Watson - 2,132
Kolmogorov-Smirnov 346
N 118

" These results show that there is no signiﬁcant relation between value of
cash holdings and accounting conservatism. Considering the control
variables, I find a significant positive relation between board
independence and firm size and the value of cash at the 5 percent level.
Also, there is a significant and positive relation between change in
dividend and the value of cash holdings. '

Table (6) shows the regression of accounting conservatism, measured by total
accruals, on the value of cash holdings, measured by market value.
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Table (6): the regression of accounting conservatism, measured by total
accruals, on the value of cash holdings, measured by market value.

‘Unstandardized [ Standardized | - . | s Collinearityly -
:_"Coefﬁc'\:ients" "‘Crfeff.ic_:.ients o t", Slg . Statisfic's"rj-
B[ 2 Bew | Tolerance | 'VIF
Constant A75 1 .332 528|599
ACASH 463 | 285 | 064 1.624 1 .108  |..657 1.523
ACCCONS_TACC 3150 1.264 | .063 1196 | .235 | 346 . [2.888
éCASH*ACCCONS'TAC 9.527 | 1.037 {4]7 9,187 000 | 493 2.Q30
BIND -062- 1.099 |-021- -.620- | .537 | 90T 1.110
DUAL 089 1.043 [.072 . [2.077. [.040* | .846 1,182
SIZE 010 1016 |.026 638 1525|625 1.601
{LEV -056-1.105 | -.022- -530- |.597 1576 1.736
ROA 1.080 |.327 |.183 3.299 |.001*+ | 328 3.052 )
| MTB 338 ) .026 | .917. 20522 | 000 | 507 - -1.971
ADIVID 316|515 |.021 615 540 1 .896 1116
NWC - 0200 1.106 |.008 92 1848 | 541 1.849
 Relation' significant a the 0.05 level, ** Relation 15 significant af s 0,01 Tevel
R 0.90 ‘
Adjusted R? .889 ‘
F 80.710 (Big. = 0.000)
Durbin-Watson 1.917
Kolmogorov-Smirnov .745
N 111

These results show that there is a positive and significant relation
between value of cash holdings and the interaction variable of cash
change and-accounting conservatism. Considering the control vafiables,' I
find a significant positive relation between board duality and the value of
cash at the 5 percent level.-Also, there is a significant and positive
relation between ROA and MTB and the value of cash holdings.

Table _(7) shows the regression of abcounti_ng conservatism, measured by non-
operating accruals, on the value of cash holdings, measured by market value.
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Table (7): the regression of accounting conservatism, measured by non-

operatlng accruals on the vaiue of cash holdings, measured by market value

‘ Unstandardlzed Standardtzed R Collmeauty
Coefﬁclents “Cosfficients | 7| e | Statistics
e Sed R ) t o Stg-' o
Bu: Teperar - Beta | Tolerance | VIF
Constant 079 230 343 1732
ACASH .807 181 .31 4.221 | .00 {.777 1.287
ACCCONS_NonOper 198 . | .144 | 055 1.379 | .i71 474 2.109
iﬁ:(f;:“ccco“s~ 7615 | 644 | 447 11829 | 000 | 521 1.921
BIND -017- |.071 |-.007- -.243- | .80% 917 1.0%0
DUAL 068 030 | 066 2.281 | .025« |.889 1.125
SIZE 012 011 {.034 1.044 1.209 | .68] 1.468
LEV 136 074 }.063 1.851 }.067 |.648 1.544
ROA 442 214 -] .082 2070 | 041+ | 473 2.113
MTB 548 019 | 1.018 28.455 | 000+ { 580 1.724
ADIVID 086~ |.370 |-.007- -233- | .8l16 | .B88 1126
NWC 029 077 1.014 A7 J120 1532 1.880
& Réfation i significantatthe’0.05. lgvel; ** Relation is,sigrificant af the:0 Ol level: :
R 0.93
Adjfusted R? 922 _
F ' 113.820 (Sig. = 0.000)
Durbin-Watson 2.101
Koimogorov-Smirnov 0.492
N 106

These results show that there is 2 positive and significant relation -
between value of cash holdings and the interaction variable of cash
change and accounting conservatism. Considering the control variables, I
find a significant positive relation between board duality, ROA and the
value of cash at the 5 percent level. Also, there is a significant and

positive relation between MTB and the value of cash holdings.

6. Conclusions

The primary objective of this study is to investigate the impact of
accounting conservatism on both the level and value of cash holdings in
Egyptian listed companies. Using a sample of 132 firms in the Egyptian
environment -for the year 2016, ‘the results provide evidence. that
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accounting conservatism is related to the leveI and value of cash holdings
in Egyptian listed compames
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