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firm-year
observations

The initial number of annual reports 756

(-) Annual reports for financial firms (98)

(-) firms with annual reports dated 30/06 (119)

(-) Annual reports with Financial statements (56)
presented in dollars

Final sample 483

Table 1 Sample selection
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Mean Median | Std. Dev. Min Max 25% 75%
CASH HOLD ; 1172.28 | 188.635 27.925 0.233 | 26456.3 | 41.17 980.98
INST-OWNRSHP 28.67 25.25 26.41 0 91.39 3.15 56.98
INSDR-OWNRSHP 7.32 0 17.02 0 80.58 0 2.59
BRD-SIZE 9.22 10.00 2.491 4.00 14.00 8.00 11.00
BRD-INDP 1.89 2.00 1.353 0 9 1.00 3.00
BRD-MEET 12.97 14 2.334 1 17 12.00 14.00
AUDT-COMM-MEET 3.16 3.00 0.88 1 5 3.00 4.00
AUDT-COMMS-SIZE ; 3.64 3.00 0.86 0 5 3.00 4.00
LIQUD 0.88 0.62 0.73 0.02 2.84 0.34 1.24
PROFT 0.056 0.041 0.088 -0.154 0.253 0.005 0.103
F-SIZE 26336 98908 40.85 1029 219658 | 29065 27065
LEVRG 0.34 0.30 0.23 0 0.98 0.16 0.51
Table 2 Note(s): This table presents the main descriptive statistics of study variables.
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Firm size and cash holding by million L.E.
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[1] [2] [3] [4] [5] [6] [7] [8] [0 | [10] | [11] | [12]
CASH-HOLD & [1] Pearson Correlation 1]-058"| 0018| 0054| -0006|-178""| 0082| 0051 -0052| 0062 | 0079 | 0070
Sig. (2-tailed) 0004| 0693| 0236| 0887 0000 0071 0269 0302 0177 0.085| 0127
INST-OWNRSHP i [2] Pearson Correlation -.058" 1| 008| 0.001]| 0.015]| -100"| -0.001| -.150""| 0.066| -0.019| 235" | -0.004
Sig. (2-tailed) 0.004 0060 0979 0746 | 0028 0990 0001| 0182 0670 0.000| 0932
INSDR-OWNESHP i [3] Pearson Correlation 0.018 | 0.086 1| 0.064| 0.080| .099"| .154*| -207™| .198™| -0.014 | 0.068 | .161"
Sig. (2-tailed) 0693 | 0060 0157 0.078] 0029] 0001| 0000| 0000] 0.757| 0.138| 0000
BRD-SIZE it [4] Pearson Correlation 0.054| 0001)] -0.064 1| 188" | 0024| 0070| -096-"| -0086| 0062| 0033| 091°
Sig. (2-tailed) 0236 0979 0157 0000 059 0122 0034| 0085 0177 0476 | 0047
BRD-INDP & [5] Pearson Correlation 0.006| 0.015| 0.080| .188™ 1| 0.053| -099"| -107"| -0.046| -108"| .115*| .092°
Sig. (2-tailed) 0887 0746 0.078]| 0.000 0246 0030) 00183] 0355) 0.018| 0011 | 0.044
BRD-MEET i [6] Pearson Correlation -178" | -100"| 099%| 0024 | 0033 1| 100"] -102"| 0034| 0039] -0026| -0023
Sig. (2-tailed) 0000 0028 0029 0.5% | 0.246 0028 0.024) 0499| 0389 | 0575 0619
AUDT-COMM-SIZE  [7] Pearson Correlation 0082| -0001| 154™| 0070]-099-*| 100 1| 0038 120" 155™| -0046| -114
Sig. (2-tailed) 0071 0990 0001 0.122] 0.030| 0.028 0399| 0016| 0001| 0317| 0012
AUDT-COMM-MEET i [8] | Pearson Correlation 0.051 | -.150™ | -207"*| -096"| -107"| -102"| 0.038 1]-160""| 0.018)-133"| 0.070
Sig. (2-tailed) 0269 0001 0000 0034 0018] 0.024[ 0399 0001 0688 0003 0126
LIQUD i [9] Pearson Correlation 0052| 0066 198™| -0086| -0046| 0034 | 120%] -160% 1| -0025| 0002 212*
Sig. (2-tailed) 0302| 0182 0000| 0085 0355]| 0499 | 0.016]| 0.001 0616 0.962 | 0.000
PROFT i [10] Pearson Correlation 0062| -0019| -0014| 0062| -108"| 0039 | 155" 0018] -0025 1] -0.044 | 0.061
Sig. (2-tailed) 0177 0670 0757 0177| 0018 0389 0.001| 0688| 0616 0.332| 0.180
F-51ZE #[11] Pearson Correlation 0.079| 235" | 0.068| 0.033]| 115" -0.026 | -0.046 | -.133""| 0.002 | -0.044 1] 1477
Sig. (2-tailed) 0085 0000) 0138 0476 0011 ] 0575| 0317 0003| 0962 | 0332 0.001
LEVRG #[12] Pearson Correlation 0.070| -0.004 | -.161%"| 091%| .092°| -0.023| -114"| 0.070| -212*"| 0.061| .147" 1
Sig. (2-tailed) 0127 0932 0000 0.047] 0044] 0619 0012] 0.126| 0000[ C.180] .0.001
N 483
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Panel (1) Panel (2)
Coefficients VIF Coefficients VIF
(t-statistics) (tolerance) (t-statistics) (tolerance)
Intercepts 0.813 0.806
(5.056%%%*) (4.751%%%)
INST-OWNRSHP ; -0.169** 1.160
(-3.355) (0.862)
INSDR-OWNRSHP 0.004* 1.882 0.093* 1.242
(1.769) (0.531) (1.763) (0.805)
BRD-SIZE j 0.010 1.363 0.009 1.364
(0.188) (0.733) (0.173) (0.733)
BRD-INDP 0.030 1.191 0.016 1.200
(0.626) (0.839) (0.344) (0.833)
BRD-MEET j -0.287*** 1.345 -0.306*** 1.287
(-5.626) (0.739) (-6.042) (0.777)
AUDT-COMM-SIZE i 0.188*** 1.533 0.179%** 1.536
(3.448) (0.652) (3.337) (0.777)
AUDT—CQMM—MEET 0.072 1981 0.062 1.287
1t
(1.454) (0.781) (1.252) (0.837)
LIQUD j -0.027 1.373 -0.013 1.382
(-0.525) (0.728) (-0.263) (0.724)
PROFT -0.012 1.154 -0.020 1.157
(-0.248) (0.866) (-0.421) (0.864)
F-SIZE i -0.113** 1.482 -0.060 1.614
(-2.111) (0.675) (-1.087) (0.619)
LEVRG i 0.057 1.498 0.074 1.512
(1.058) (0.668) (1.392) (0.661)
IND EFFECT Included Included
YEAR EFFECT Included Included
F-test 4.909%** 3.125%**
Adjusted R-Squared 0.226 0.247
Observations 483 483

Notes: This table shows the results of Model 1. Cash holding is as dependent variable
[CASH HOLDy]. Panel 1 presents the results of model 1without INST-OWNRSHP ;
including the control variables only. While, Panel (2) presents the results of independent
variable [INST-OWNRSHP ;] and controls variables.

* ¥* & *** show significance at the 10%, 5% & 1% levels, respectively
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Asle Lo 30l of o Jay Lee dpatilly BlEaY) (5 siuwe (lissl ) @l ol LiS
85 Cilay ) s ALl 3 Y1 alal wdly iy (601 5 851 sl 50y ) () (6250 Sl 3al)
Lea daiily Jaliia) (g giuse (palidi) 3 (pa g A0l BlEa ) e Y Gpealusd) e
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L sl AL G Al A8Me S ga g N o jlil 8 g (Loncan, 2020 €Y+ Y+
Ay Bliia V) (5 siua s
ic @l g (v, 0 AF) laiag dpaailly BliiaY) s sise o Lulaol 1,80 4 oy A8l g -
LY ALl e e Ao dllia QS WIS o e Julaa er,) g BBl 4 sina (5 5ina
Cun ANl Ayl (g 8 e (3 Laa (Al BEaY) (5 sina B3l ) I lld (ol LS
3lY) Calaal A8S p dagl sall a5V U8 (e AS slaall agul) 33l 3 2e by
s3IV a8laBaly ) ) (o 38 4y HlaY) ASlall (g siuse B2l ) ol 2 Las ¢paaalinall
Onadlusall 53,150 O pellaaall ol 5 (38 53 () @lly (g5 (Ul g AS Al dad arlans
3 A5 (Alghadi ef al., 2021) &l 5l g Al 228 5i8 5 «(Roy, 2018)
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Bates et al., 2009; Khan et al., ) %3l LU@a¥) 5 giua g abadal) 4yl claaxl) o
Shlaal il Jlall ul ) anads Cargs 4l Llaia ) aladiul S il (Ko dua (2016
A8le 3 pm 1 olaY 2053 Ly ¢(Ye, 2018) Juad Sy (Lol i) i) e dali
Khan et al., 2016; Arouri & ) 428100 LAY (5 siva g ala i) 4pamll eyl o 4l
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458100 BUEIAY) § Ay sal) AaSlal) G AB) o Abadal) Apakil) cilddail) 8 (0) aBy g
Coefficients VIF
(t-statistics) (tolerance)
Intercepts 0.713%**
(5.773)
INST-OWNRSHP -0.120%*** 1.307
(-2.618) (0.765)
CFO i 0.173** 4.485
(2.038) (0.223)
CFO x INST-OWNRSHP 0.219%* 4.838
(2.481) (0.207)
INSDR-OWNRSHP -0.002 1.824
(-0.033) (0.548)
BRD-SIZE 0.007 1.292
(0.160) (0.774)
BRD-INDP 0.026 1.184
(0.595) (0.845)
BRD-MEET ; -0.271%** 1.288
(-5.955) (0.776)
AUDT-COMM-SIZE 0.154%** 1.454
(3.182) (0.688)
AUDT-COMM-MEET j 0.039 1.314
(0.859) (0.761)
LIQUD j -0.015 1.367
(-0.327) (0.731)
PROFT j 0.037 1.120
(0.877) (0.893)
F-SIZE -0.077 1.527
(-1.555) (0.655)
LEVRG i 0.075 1.490
(1.171) (0.671)
IND_EFFECT Included
YEAR _EFFECT Included
F-test 5.104%**
Adjusted R-Squared (%) 0.224
Observations 483

ALl (g dpdis Ao 2 ga s ¢(T) @) Jsaadl ilaY) Jladll 23 s il (e gy
Aol A8De 3 g5 (i LS sl il il 0S5y Lo 4080l LA Y) (5 a5 dpasns el
Ll 50 0l e daiil) o3 (3855 5 A28l LlEiaY) (5 sivea s Alia il dpaiall ISy 4, gina
Al de S L8 G ety Sl 5 (Khan e al., 2016; Arouri & Pijourlet, 2017)
i Ol ol (2alS 40l Blsia Y (5 sivna 33 ) SO (50 AS il saiill aua ) 3 3e3 e 5,08
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iables

Labels

Measurements

Supporting literature

Cash holding

Institutional ownership

Board directors size

Board independence

Board meetings

Audit committee size

Audit committee meetings

Managerial ownership

Liquidity

Firm profitability
Firm Size

Firm Leverage
Year effect
Industry effect

Variables definitions

CASH-HOLD it

INST-OWNRSHP it

BRD-SIZE it

BRD-INDERP it

BRD-MEET it

AUD-COMM-SIZE it

AUD-COMM-MEET it

INSDR-OWNRSHP it

LIQUD

PROFT it
F-SIZE i
LEVRG it
YEAR_EFFECT

IND EFFECT

The natural logarithm value of ratio of cash and cash
equivalents to total assets.

The percentage of outstanding shares owned by
institutions.

The total number of directors on board.

The percentage of independent directors on the
board.

The total number of board directors meetings yearly.

The total number of audit committee members
yearly.

The total number of audit committee meetings
yearly.

The percentage of outstanding shares owned by
insider.

Current ratio at year end (current assets divided by
current liabilities)

The net income of a firm divided by its total assets
The natural logarithm of a firm’s total assets

Total liabilities of a firm divided by its total assets
Year dummy for each year

Industry dummy for each industry

Note(s): This table defines all variables of the study

(Brown et al. 2011).

Saha and Kabra (2020).

Enache and Hussainey (2020).

Enache and Hussainey (2020).

(Yusoff et al., 2016; Saha and
Kabra, 2020).

Maskati and Hamdan (2017).

Maskati and Hamdan (2017).

Saha and Kabra (2020).

Fisher et al. (2019).

Chychyla et al. (2019).
Guay et al. (2016).

Alm El-Din et al. (2021).
Alm El-Din et al. (2021).

Alm EI-Din et al. (2021).
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The Relationship between Institutional Ownership and
Cash Holding from the Precautionary Saving Theory
Perspective: Evidence from the Egyptian Stock Market
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Abstract

This study aims to determine the relationship between the Institutional
ownership and cash holding to achievement the hypothesis of Precautionary
savings theory in the light of the application of corporate governance rules.
Using the regression analysis method for a sample consists of 69 firms, which
listed on the Egyptian stock market during 2015: 2021, with a total number
of 483 observation. The study found a negative and significant relationship
between the institutional ownership and cash holding, which indicates that
increasing of the institutional ownership percentage leads to an increase in
the oversight role, which is considered a motive for management to make cash
distributions to shareholders instead of cash holding. Which is consistent with
the imposition of effective control, which demonstrates the ability of
institutional ownership as one of the rules of corporate governance to increase
the effectiveness of the supervisory role on the Egyptian firms.

In addition to the study, found a positive relationship between the
managerial ownership and cash holding. This is consistent with the
assumptions of the agency theory, as the increase in the shares owned by the
management helps to achieve harmonization between all the objectives of the
management shareholders.

Keywords: Cash holding; Precautionary savings theory; Institutional
ownership; corporate governance.
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