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Holding Cash by Managers Using Instrumental Variables
from Transaction, Precautionary and Speculative Motivation
Perspectives

Bahram Mohseni Maleki Rastaghi(PhD)'©

Assistant Professor, Department of Accounting, Faculty of Economics and
Administrative Sciences, University of Mazandaran, Babolsar, Iran

(Received: 27 June 2022; Accepted: 17 October 2022)
Cash Management Has Been Extensively Related to Acquisition, Maintenance and
Payments that Its Main Purpose is the Determination of the Optimal Cash. This
research aims to investigate the motivations for keeping cash raised by Keynes (1936)
using the technique of instrumental variables To Achieve Purpose, the Financial Data
of 120 Listed Companies of Tehran Stock Exchange During the Period 2010-2019 (10
Years) Were Collected and Analyzed by Using STATA Software The results showed
that cash was an endogenous variable. Also, one of the reasons for holding cash by
companies is trading incentives (the inverse relationship between cash held and profit
volatility). On the other hand, the results indicate that there is a positive and significant
relationship between the amount of cash held and the risk of bankruptcy (an inverse
measure of bankruptcy). In fact, it indicates the fact that companies keep cash due to
the precautionary motive. Moreover, speculation is not among the main reasons for
holding cash. Overall, the Results Emphasize Maintenance of a Certain Amount of
Cash for Daily Transactions (Transaction Incentives) and the Maintenance of Stability
and the Prevention of Bankruptcy (Precautionary Incentives) in the Iranian Business
Entities.

Keywords: Cash Holding, Precautionary Incentives, Transaction Incentives,
Speculative Incentives, Instrumental Variables.
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