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Introduction

Cash holding is one of the main issues of financial management. The art of
allocating cash in line with the goals of the organization in a way that creates the
best possibility to achieve the highest value of the company's shares is one of the
important duties of company managers. The lack of a long-term and clear planning
for cash is one of the main reasons for failure and financial problems for
institutions. The institution may keep cash to meet possible needs in the future,
but on the other hand, it may not invest in projects whose net present value of
investment is positive; and this will be the opportunity cost of keeping cash (Al-
Najjar, 2013).

Literature Review

A review of Iranian research shows that on average, more than half of the assets of
companies in the Tehran Stock Exchange are secured from debt (Khajavi et al., 2021).
On the other hand, the purpose of investing in shares is to get a suitable return from
the investment. This return includes the profit per share or the dividend paid per share.
Investors consider a set of variables and financial and non-financial factors at the same
time when deciding to invest in stocks. By knowing the factors affecting stock returns,
decision makers can determine the behavior of stock prices more accurately and as a
result, make more correct decisions (Asiabii Aghdam et al., 2022).

The eligibility status of companies and how they perform for cash dividend
payments or the efficiency of company decision makers in providing company
liquidity with the lowest cost in conditions affected by macroeconomic factors
have always been of interest to investors.

)y Department of Finance, Rasht Branch, Islamic Azad University, Rasht, Iran.
y Department of Business Management, Rasht Branch, Islamic Azad University, Rasht, Iran. (Corresponding Author).

mirbargkar@iaurasht.ac.ir
v Department of Accounting, Rasht Branch, Islamic Azad University, Rasht, Iran.

How to cite this paper: Memari, H., Mirbargkar, S. M., & Vatanparast, M. R. (2023). Investigating the effect of macroeconomic
factors on cash holding in Tehran stock exchange. Advances in Finance and Investment, 4(3), 77-112. [In Persian]

G https://doi.org/10.30495/afi.2023.1982853.1214


mailto:mirbargkar@iaurasht.ac.ir
https://doi.org/10.30495/afi.2023.1982853.1214

WY 5ol /Y oyleds / pylas 0)50 [ (gyli8 o puw g o (sl iy YA

The review of the literature shows that the researches have reached inconsistent
results, which may be one of the reasons for the different economic environment
of the country under study.

In a research conducted by Tayem (2017), leverage and company size had a
negative effect on cash retention, but in a research conducted by Sari et al. (2021),
leverage and company size had a positive effect on cash retention. Or in research
conducted by Rahimian et al. (2014), company size has no positive relationship
and leverage has no relationship with cash retention. Also, in research conducted
by Tavakolnia and Tirgari (2014), there was a U-shaped relationship between
leverage and cash retention. In research conducted by Kim et al. (2011), earnings
per share had a negative relationship with cash retention, but in research conducted
by Palazzo (2012), the relationship between earnings per share and cash retention
was positive. Also, in research of Didehkhani et al. (2018), inflation is not related
to cash retention, but in research of Azizi and Jokar (2021) the relationship
between inflation and cash holding has been U-shaped.

Most of these researches have been conducted in developed countries and other
emerging markets, and the results of these researches differ in terms of
methodology and other matters that will be mentioned below, and their results
should be used with caution, and also the matters that are stated below need to do
more research in lran. First, in recent years, the country's economy has
encountered changes and transformations caused by macroeconomic factors of
domestic and foreign origin. Macroeconomic factors such as inflation and changes
in exchange rates and liquidity and stock market fluctuations, etc., and external
factors such as the price of oil and the global price of expensive or industrial
metals and other factors have a great impact on the financial approach of
companies and all factors affected made changes. Secondly, in Iran, little research
has been done on cash retention and factors affecting it; That these researches
were carried out in periods when there were different economic conditions in the
country, which were caused by the political and global economic conditions
related to that period and the factors related to the company's own conditions were
addressed, or that only the economic conditions were examined alone. As
mentioned before, by referring to domestic and foreign studies, we notice the
differences in the results of domestic and foreign research, which indicates the
difference between the economic environment of the country and foreign
countries, so it does not seem appropriate to generalize the results of foreign
research to Iranian listed companies. Choosing a choice of taste to investigate the
effect of one or more factors on cash retention seems to be a kind of trial and error.

Research Methodology

The current research was conducted with the aim of investigating macroeconomic
factors and corporate factors affecting cash holding in stock exchange companies,
which were identified by experts using the Fuzzy Delphi method.
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The current study is an applied research based on the purpose, and from the
perspective of the research method, it is descriptive and correlational. The
required data has been prepared by referring to the databases of the Stock
Exchange Organization and the Central Bank and the financial information
software of the companies. In this regard, a sample consisting of 151 companies
was selected as a sample During the years 2008 to 2018. Next, the information
was prepared using Excel software and then the model was checked and estimated
using Eviews version 10 software and Stata version 13 software. Also, the
combined data regression model was used to test the hypotheses. In the previous
part of this research, using the Fuzzy Delphi method, the corporate and
macroeconomic factors affecting cash holding were identified (Memari et al.,
2022).

Results

In the continuation of the research, the effect of macroeconomic factors, which
included interest rate, recession, gross domestic product (GDP), economic
liquidity, exchange rate and inflation, on cash holding in Tehran Stock Exchange
companies were investigated. As a result, the factors of interest rate and gross
domestic product (GDP) had an inverse and significant effect on cash holding,
and recession, economic liquidity, exchange rate and inflation had a positive and
significant effect on cash holding.

But due to additional analysis, the effects of year and industry were controlled.
The factors of interest rate, economic recession, gross domestic product and
inflation have an effect on cash holding, but the factors of economic liquidity and
exchange rate have no effect on cash holding.

It can be concluded that even after controlling the effects of year and industry,
interest rate, economic recession, gross domestic product and inflation have a
significant effect on cash holding.

Discussion and Conclusion

The results of the first hypothesis test show that the interest rate has a significant
effect on cash holding according to the coefficient obtained. That is, companies
decide whether to keep cash according to the cost of keeping it. With the increase
in the cost, they have a stricter view towards keeping cash and with the decrease
in the interest rate, they have more available cash. The results obtained in this part
are not consistent with research conducted by Angelovska and Valenting¢i¢ (2020),
but they are consistent with research of Dehghani et al. (2020).

The results of the second hypothesis test show that recession has a direct and
significant effect on cash holding according to the obtained coefficient. Recession
makes people and businesses reluctant to borrow and create debt and repay their
debts as quickly as possible, because so-called debts become more expensive.
During periods of recession, the best place to keep money is generally cash
investments, which usually do not have high profits. Companies will also keep
more cash. The results of this part are consistent with the results of research
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conducted by Asem and Alam (2015) regarding the effect of recession on cash
retention, but in research of Asem and Alam (2015), the opposite and significant
effect is stated, which is not consistent with the results of this research. It is also
consistent with the research of Aflatooni et al. (2022).

Also, the results of the third hypothesis test show that the gross domestic product
has a significant effect on cash holding according to the obtained coefficient. The
higher the GDP, the higher the welfare of the society. As the welfare of the society
increases, people's willingness to invest will also increase. The stock market is
one of the important purposes of investment; Therefore, with the increase in GDP
and increase in prosperity, the amount of investment in the stock market has also
increased and after that, attracting liquidity through the stock market has become
more common, and as a result, it will have an impact on keeping cash in
companies.

The results of the fourth hypothesis test show that economic liquidity has a
significant effect on cash holding according to the coefficient obtained. The more
natural and legal entities have higher liquidity, the more the speed of transactions
and the amount of demand in the society will increase. By holding more cash,
companies will do their transactions faster.

The results of the fifth hypothesis test show that the exchange rate has a significant
effect on cash holding according to the coefficient obtained. With the increase in
the exchange rate and the process of converting domestic money into foreign
currency, its supply increases, its value decreases and its Rial volume increases.
Companies will need more volume of cash balance for their cash usage.

The results of the sixth hypothesis test also show that inflation has a significant
effect on cash holding according to the obtained coefficient. As expected, in
inflationary periods, companies needed more cash to buy raw materials and goods,
as a result, the consumption of cash increased and inflation affected the amount
of cash accumulation of companies. The results of this part are not consistent with
the results of the research of Didehkhani et al. (2018) but it is consistent with the
research of Azizi and Jokar (2021) in terms of the effect of inflation on keeping
cash.

According to the confirmation of the first to sixth hypotheses in the first to sixth
research models; Recession, economic liquidity, exchange rate and inflation had
a direct and significant effect on cash holding, and interest rate and GDP factors
had an inverse and significant effect on cash holding.
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Table (2) stationarity test of research variables
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Table (5) Data analysis results for the model (1)

P9 Gy Cashl Cash2 Kusly puiiio
o)y wre b Jenlgae  ceps e Jleinlghae Jitee sl pite
V-OVE  —efe..a5¥ ofeees —ofs oYY ofeee Intrest;,
VVEAY  —efee¥Y -\s5Y SRR I\ T2 FARAYA Levj,
TRV RPN o -[AFYVY o[+ oNavs -1aVoY Size;,
VNAY —efeeVEAD -o¥ay —o/+ DY -I¥eyY Ldebt;
YNEYE Vs el -/yYYY Vs el -J¥vay DPS;,
YAOA - vsae /AR v/oo e JEADY EPS;;

- -/ +YOYEA TRRAR o[ -SYEVD NANNYS Bo
- TARAEY ofoves ARy ofeeey AR (1)
(+f==) VWIVY-Y (++++) AUPEYY (&asize Jlois] prlaus) F oLl
-[oYvE </¥Y¥Y 0B sy o g
V/FAAY VIYASY O9ly oymy9 ool
vavay Vavsy Stamsoddg> gusuas | yously e o)le]
(+]+++) VAF/VHAY (Lo ) YAYIAV-A (b ine Jlain] o) = Sla 903l o)lo] Jlado
(+/+++) VSAY/VYD (+/o e ) YOVEIVEY (o )laiine Jloi) pdans) i plaiamys s (LR) oylel i

dlgo /o0 (slbd s | oS & 000 £ e oy (3G Jlein] aw a2 gl

4 GaaolsS (laggylITle g A8 dag Conas) A8 dag CBSS 0y E5 &S 900 donsl
Jloi) s ot 5l cpizmad )5 ()b sine 5 w5San b Cashl it iny (Il JS
o o il /0 slad aw | a8 &5 CASN2 yiiie (it (il Gups )3
OB 4 GaeolisS Slag)liSlop § 4B drg Cunnd) AB drg CBRSS g0y £ 4S5 39
dog B oy E5) gk Jol 4w b 4 3 )15 (g3 dne 5 egSn b (ol



V) Ol 5Ple Gl (g2 )3 A8 dg Bl 2 LBl (IS Jelge ST (o)

3590 223 A0 liaebo] b (3,15 ()b gine b s bl 3yl oy o Sl slocS b, 45
28 0 )8 b

oy S SNy ) 1S g o8 1m0 (s S (5l it 5 oline o ol
obsS sl gyliS ko 5 A8 dog Cond g b ol JS 4 aeolisS (sl g liS ke o ¢ A8 dsg
L5 b ime il Sl s 4 e

ol a8l WSl (F) Jgd> 50 pod s 3 90)l zulis asldl )

(V) aasly sl Wosls Jelosioa jos gls (7) Jgi
Table (6) Data analysis results for the model (2)
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Table (7) Data analysis results for the model (3)
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Table (8) Data analysis results for the model (4)
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Table (9) Data analysis results for the model (5)
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Table (10) Data analysis results for the model (6)
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