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I nstitutional Owner ship and Cash Balance

Esfandiar Malekian®
M ojtaba Adili?

Abstract

The accounting literature has shown the important role of institutional ownership
in reducing asymmetries between firms and investors. On the other hand, previous
studies of the determinants of cash holdings have focused on the effects of
asymmetric information on corporate cash holdings, due to the fact that asymmetry
makes it more difficult and expensive for firms to obtain external funding as a result
of the problems associated with adverse selection. Therefore, the purpose of the
present research is investigating and analyzing the effect of institutional ownership
on corporate cash holdings, given that there is no previous direct evidence on this
important issue.

The sample data used for the research consisted of financial reporting by
companies listed of the Tehran Stock Exchange (TSE). We examined the data of
105 companies from 1385-1389. Using a pooled cross-sectional least squares
regression of cash balance with institutional ownership measures, the results
showed that there is a significant relationship between institutional ownership and
cash holding. But there is not a significant relationship between institutional
ownership concentration and cash holding.

Key Words:
Institutional owner ship, infor mation asymmetry, cash holdings.
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