
 

http://www.inosr.net/inosr-arts-and-management/  
Ugwu  

INOSR ARTS AND MANAGEMENT 6(1): 67-88, 2020. 

67 

 

©INOSR PUBLICATIONS  

International Network Organization for Scientific Research                                                                                                                  ISSN: 2705-1668 

 

Moderating Firm Characteristics on Cash Holdings of Companies Listed in 

Nigeria Stock Exchange 

 

Ugwu Ikechukwu Virginus 

 

Department of Accountancy Chukwuemeka Odumegwu Ojukwu University 

(COOU), Igbariam Anambra State Nigeria 

 Email: virginusugwu418@gmail.com  

 

ABSTRACT 

The study was on moderating firm characteristics on cash holdings of companies listed in 

Nigeria Stock Exchange NSE. This study applied secondary data in the form of annual 

financial statement, collected from companies listed in Nigeria Stock Exchange for the 

period of 12 years from 2008-2019. The analyses applied descriptive statistics, correlation 

and regression analysis on the collected data. The study result, therefore accepted that 

there is a significant moderating role between firm characteristics and cash holding. This is 

anchored on the value of F-statistics (2.324334); and its overall corresponding probabilities 

(0.007416), which is less than (0.05) level of significance. The result shows that the 

Adjusted R-squared (R
2

) is (0.733671), indicating that about 73% of the systematic 

variations in the dependent variable in the pooled companies over the period of interest: 

was jointly explained by the firm characteristics variables used for the study; while the rest 

of about 27%, could not be explained by the variables used in Nigeria.  Firm characteristics 

variables show that: Firms size has a positive and insignificant moderating relationship; 

Leverage has a negative and insignificant moderating relationship and finally Profitability 

has a negative and insignificant moderating relationship with cash holding of listed 

companies in Nigerian. The study, therefore recommends that: Companies’ management in 

making decisions should know that firm size is positive but is not statistically  significant  

in moderating cash holding; Leverage is insignificant in moderating cash holding and its 

decrease does not affect cash holding; and decrease in profitability does not decreases cash 

holdings of  listed companies in Nigeria. 

Keywords: Companies Listed, Firm Characteristics, Cash Holding, Firm Size, Leverage, 

Profitability 

 

INTRODUCTION 

Today in both developed and developing 

countries , there is a  growing global 

concern about persistent stagnation and 

decline in economic growth, accompanied 

by chronic unemployment, poverty and 

its resultant social problem which have 

led to increased search for strategies 

which can stimulate economic growth. 

Both developed and developing countries 

have therefore focused on this strategic 

development of all sector. In almost all 

economies, Breweries are critical for 

sustaining growth. In Nigeria for 

instances, there is still the need to create 

conditions for private sector growth 

which is still being held back by an 

inadequate financial system, [1]. Authors 

like [2]; [3] have identified the challenges 

of the economic sector as lack of capital, 

inhibiting enabling environment and poor 

non-financial promotional programs. 

According to [4] firm’s resources and 

objectives summarized as firm 

characteristics, influence performance of 

organizations. These include structure, 

market and capital-related variables. 

Structure-related variables include firm 

size, ownership and firm age. Market 

related variables include industry type, 

environmental uncertainty and market 
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environment. Capital-related variables 

entail liquidity and capital intensity. [5] 

described firm characteristics as a firm's 

demographic and managerial variables 

which, in turn, comprise part of the firm's 

internal environment. According to [6], 

firm characteristics include firm size, 

leverage, liquidity, sales growth, asset 

growth and turnover. Others include 

ownership structure, board 

characteristics, age of the firm, dividend 

pay-out, profitability, access to capital 

markets and growth opportunities [7] [8]. 

Firm characteristics such as profitability, 

firm size, liquidity, leverage, sales 

growth, age of the firm, board structure 

and composition, asset growth, turnover, 

dividend payout and growth prospects are 

argued to have an influence on the 

relationship between FCF and firm 

performance [9]; [10]; [11]; [12] [13]. 

Further, empirical studies on 

characteristics of corporate cash holdings 

have occupied a central place in corporate 

finance literature. Cash holding is defined 

as the assets that company hold in ready 

cash, as opposed to property, shares, 

bonds etc,. It is also the amount of cash 

and cash equivalents that is kept by an 

organization at a given period of time, 

[14].  Cash includes cash at hand, cash at 

bank. Cash holding, according to [15] is 

defined as cash in hand or readily 

available for investment in physical 

assets and to distribute to investors. Cash 

holding is therefore viewed as cash or 

cash equivalent that can be easily 

converted into cash. In this context, cash 

holding will include cash in hand and 

bank, short time investment in money 

market instrument such as treasury bills. 

Owing to the significance of cash and its 

importance in working capital 

management, different approaches are 

being used to determine factors that 

influence cash holding. Holding cash is at 

a cost, which is the opportunity cost of 

the capital invested in liquid assets. The 

potential profit forgone on holding large 

cash balance is an opportunity cost to the 

firm. [16] observes that the costs of cash 

holding are of two categories: cost of 

excessive cash holding such as 

opportunity cost of interest foregone, 

costs of purchasing power among others 

and cost of inadequate cash holding 

including cost of corporate image, loss of 

cash discount on purchases and loss of 

business opportunities.  

The moderating effects of firm 

characteristic on cash holding have been 

anchored on some theories, namely: the 

Trade-off Model, Pecking Order Theory 

and Free Cash Flow Theory. According to 

tradeoff theory, they set their 'optimal 

level- of cash holding by weighing the 

marginal costs and marginal benefits of 

holding cash [17].  

According to [18], the benefits of cash 

holding are: reduction in the likelihood of 

financial distress, ii) allowing the 

pursuance of investment policy when 

financial constraints are met, and iii) 

minimizing the costs of raising external 

funds or liquidating existing assets. While 

marginal cost of holding cash is 

associated with the opportunity cost of 

the capital due to the low return on liquid 

assets. As per the pecking order theory, 

[19] opines that firms finance, 

investments firstly with retaining 

earnings, then with safe debt and risky 

debt, and finally with equity. When 

current operational cash flows are 

sufficient enough to finance new 

investments, firms repay debt and 

accumulate cash. When retained earnings 

are not enough to finance current 

investments, firms use the accumulated 

cash holdings and, if needed, issue debt 

while free cash flow theory as explained 

by [20] says that managers have an 

incentive to hoard cash to increase the 

amount of assets under their control and 

to gain discretionary power over the firm 

investment decision. With the cash 

holding, they do not need to raise 

external funds and could undertake 

investments that have a negative impact 

on shareholders' wealth.  

The decision-making of cash holdings is 

the primary concern in the companies' 

management. This is closely related with 

the companies' daily operations, 
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investment, the behaviours of financing 

and dividend payments and other 

activities [21].  

[22] investigated the impact of 

macroeconomic variability on cash 

holdings and stated that managers are 

more conservative in volatile 

macroeconomic conditions, and thus they 

increase firms' cash holding and vice 

versa. They describe a negative inter play 

between economic uncertainty and cash 

holding. Many studies in the literature 

have focused on firm specific features 

rather than external factors as an 

influence on cash holding levels. The 

prior studies however have not been able 

to pin down the specific factors that 

affect the companies' cash holdings. This 

study therefore wants to find out on 

whether Firm characteristics (of firm size, 

leverage and profitability) are the main 

moderating factor on the level of cash 

holdings that improve company operating 

efficiency.  

Statement of the Problems 

[23] stated that Firms should maintain 

optimum cash holding. The major issues 

that moderates optimum cash holding has 

been a major concern for firms. 

Literatures have tried to identify the 

moderating factor on cash holding based 

on the firm's characteristics such as size, 

growth opportunities, leverages, cash 

flow, dividend payout, account receivable 

and payable among others. Up-to-date 

there are yet vague works on cash 

holdings in Nigerian firms’ perspective. 

There are several studies that have been 

carried out on the determinants of 

corporate cash holding but evident show 

that majority of the works were carried 

out outside Nigeria and some of these are: 

[24]; [25]; [26]; [27]; [28]; [29], and in 

Nigeria the literature found is the work of 

[30]. Critical reviews of some of these 

works indicated that [31], found that cash 

holdings are positively affected by asset's 

liquidity, leverage and size; [32], found 

that cash holding is not significantly 

related with firm size; while [33] found 

that company liquidity is positively 

related with cash holding. From the 

ongoing, it is clear that the findings of 

some of these researches did not agree on 

the exact determinant of cash holdings of 

firms both within and outside Nigeria. 

This study is being carried out to find the 

moderating role of firm characteristics on 

Cash holdings of listed companies in 

Nigeria Stock Exchange from 2009-2019 

financial years. 

Objective of the Study 

The main objective of this study is to find 

out the moderating role of firm's 

characteristics on cash holdings of listed 

companies in Nigeria using Companies 

listed in Stock Exchange from 2009-2019. 

The specific objectives of this study are 

to find out the moderating role of:  

Firm Size; Leverage; and Profitability on 

cash holdings of listed companies in 

Nigerian 

Research Questions 

  i. How does firm size moderate cash 

holdings of listed companies in 

Nigeria?  

 ii.  How does leverage moderate cash 

holdings of listed companies in 

Nigeria?  

 iii.  How does profitability moderate 

cash holdings of listed companies in 

Nigerian?  

Research Hypotheses 

The hypotheses of the study are:  

i. There is no significant moderating 

role between firm size and cash 

holdings of listed companies in 

Nigeria.  

ii. There is no significant moderating 

role between Leverage and cash 

holdings of listed companies in 

Nigeria.  

iii. There is no significant moderating 

role between Profitability and cash 

holdings of listed companies in 

Nigerian.  

Significance of the study 

The significance of this is that corporate 

bodies will gain the proper knowledge of 

the moderating factors of cash holdings 

for proper management decision on their 

day to day business operations. The rich 

literatures will serve as a reference point 

for other researchers. 
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REVIEW OF RELATED LITERATURE 

Based on trade-off theory, pecking order 

theory and agency theory, various firms' 

characteristics, such as ownership 

structure, growth opportunities, cash 

flows, liquid assets, leverages, size etc, 

have been identified as determinant 

variables of cash holdings in previous 

studies. The relationship between cash 

holding and other explanatory variables 

that is the firm characteristics is the 

object of focus in this study; while other 

explanatory variables used in explaining 

the level of cash holdings are discussed 

below.  

            Conceptual Framework 

Concept of Cash Holdings 

The concept of Free Cash Flow was 

presented by [34] as surplus cash 

available after financing profitable 

ventures. Cash holding is defined as the 

assets that company hold in ready cash, 

as opposed to property, shares, bonds 

etc. It is also the amount of cash and cash 

equivalents that is kept by an 

organization at a given period of time, 

[35]. Cash includes cash at hand, cash at 

bank. It was also defined as net operating 

income minus capital expenditure, cost of 

inventory and paid out dividends. On the 

other hand, [36] describe cash flow as net 

income; add depreciation and 

amortization, minus capital expenditure, 

minus change in non-cash working 

capital, plus net borrowing. [37], argues 

that firms which have surplus funds risk 

wasting it in ventures that are not 

profitable, based on the premise that cash 

flow are financial resources at the 

managers’ discretion to apportion, they 

are also referred to as idle cash flows. 

Cash is an important requirement for 

daily proper business operations of any 

firm. Cash provides firms with liquidity to 

carry out the normal payment to meet up 

daily obligations.  Firms that have not 

sufficient liquid assets, will not be able to 

meet business obligations and thus, they 

might be forced to declare bankruptcy, 

sooner or later [38]. Cash holding was 

defined as cash and marketable securities 

or cash equivalents by [39]. Cash 

equivalents are current assets, which can 

be converted in a very short term and are 

thus characterized by a high degree of 

liquidity.  

Cash holding is therefore seen as cash or 

cash equivalent that can be easily 

converted into cash [40]. Further, cash 

holding will include cash in hand and 

bank, short-term investment in money 

market instrument such as treasury bills. 

But, [41] was of the opinion that if there 

were perfect capital markets, firms would 

not feel the need to hold liquid assets, but 

they would be easily able to raise external 

capital. Even though, this is not obtained 

practically in real business world, it is to 

assume that financial frictions are 

responsible for causing such ambiguous 

predictions with respect to holding cash, 

[42].  

There are justifications (motives) of cash 

holding identified in the literature by [43]; 

[44]; [45]. The first one is the transaction 

cost motive and the second one is the 

precautionary motive. The transaction 

cost motive, states that there are fixed 

and variable costs related with raising 

external capital, which gives rise to the 

assumption of an optimal level of cash 

holdings and prompts companies to hold 

cash as a buffer [46]; [47]; [48]; [49]. But, 

the precautionary motive, stresses the 

presence of asymmetric information, 

agency costs and the opportunity costs of 

forgone investments. The ideas are to 

portray that, the costs of adverse 

selection of external finance are 

excessively high, firms tend to 

accumulate cash or other liquid assets as 

prevention mechanism in order to hedge 

against future shortfalls in cash and being 

forced to pass on positive net present 

value (NPV) investments.  

Firm Characteristics 

The works of [50] defined firm 

characteristics as a firm’s demographic 

and managerial variables which in turn 

comprise part of the firm’s internal 

environment. [51], stated that firm 

characteristic include firm size, leverage, 

liquidity, sales growth, asset growth, and 
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turnover. While others were stated by [52] 

[53] to include ownership structure, board 

characteristics, age of the firm, dividend 

pay-out, profitability, access to capital 

markets and growth opportunities. Firm 

characteristics were defined as the wide 

varieties of information disclosed in the 

financial statement of business entities 

that serve as the predictors of the firms‟ 
quality of accounting information and 

performance [54]. It was also defined as 

the behavioral patterns of companies 

operation, which enables them to achieve 

their objectives throughout the business 

period. Companies’ characteristics vary 

from one business entity to another. They 

can be determined based on the relevant 

information disclosed on financial 

statements for a particular accounting 

period [55]. 

The moderating role of firm 

characteristics on cash holding, [56] 

argued that the more a firm has free cash 

flow, the more it engages into capital 

investment, and hence the higher the 

financial performance. Smaller firms gear 

towards rampant growth, thereby 

utilizing most or all the available free 

cash flow in a bid to better financial 

performance. The relationship between 

free cash flow and investment is stronger 

in small and medium firms which 

generally, are in the growth stage. [57], on 

the other hand, notes that the effect of 

size is neutral and those older firms tend 

to rely more on internal funds to finance 

their corporate investments than the 

small and medium firms. Firms that are 

new require time to adapt to the 

environment. A new firm needs to catch 

up with an older firm when the new firm’s 

performance is lower than that of the 

older (existing) firm so as to be 

competitive in the market. Therefore, it is 

expected that firms that are new will 

show higher growth rates in productivity 

than the older firms as a result of high 

FCF. Hence, age of the firm is negatively 

correlated with productivity growth rate 

because older firms have lower FCF [58]. 

Firm Size 

Literatures have shown that structure-

related firms’ characteristics include firm 

size, age and ownership. The firm size 

reflects how large a firm is in 

infrastructure and employment terms. 

The work of [59] stated that company size 

is significantly linked to better business 

performance. But, larger firms were found 

to have higher level of success. There are 

those who view firm size to relate to 

industry-sunk costs, concentration, 

vertical integration, and overall 

profitability, [60]; while some say that the 

size of a firm is one of the major drivers 

of operational costs [61] have the opinion, 

that larger firms have higher return on 

asset ROA, return on equity ROE and 

operational self-sufficiency; while Small 

firms not only find it difficult to compete 

with larger firms in the market but they 

also face problems in obtaining enough 

finance, thereby hampering their ability 

to grow. For example, [62] examined the 

relationship between size and sales 

growth small firms in Sweden and found 

that sales growth was higher in larger 

firms compared to the smaller ones. 

According to [63], age related factors can 

be observed on three different levels: old 

firms may have more customers which 

may drive economies of scale; higher 

average loan sizes resulting from repeat 

customers may improve the cost structure 

and more knowledge about customers 

may streamline processes. This idea they 

related to micro-finance, but is also 

applicable to any small size firm.  

Larger firms are assumed to have more 

resources at their disposal and therefore 

have the financial requirement to utilize 

several investment opportunities. Prior 

literatures show that when firms become 

exceptionally large, the effect of size 

could be negative due to bureaucratic and 

other reasons, [64]. Because of this, the 

size of a company cannot be overruled in 

determining the value of the firm. Larger 

companies are prone to having a 

maximized value than smaller companies. 

When the value of a company is measured 

by her performance: the large volume of 

their transaction might translate into a 

better performance compared with 
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smaller companies. Thus, many 

companies may want to expand the size 

of their business operation for them to 

grow either in revenue, number of 

employees, or size of facilities [65]. 

Further, large companies may generate 

superior performance as they are more 

able to use economics of scale and scope, 

and they may organize their activities 

more efficiently than small firms, [66]. 

[67] asserted that many companies 

compete with  the rapidly changing 

industries, expansion of manufacturing 

capacity, geographical presence, market 

shares and so on which are the only 

requirement for survival. [68] stated that 

one of the factors influencing firm size is 

the availability of workers and other 

resources in the surrounding community 

where the business is operating. He 

further suggested that it is possible for 

the company to outgrow the 15 

communities in which they operate, 

particularly when they are located in a 

remote area.  Schiner continued that some 

factors that may indicate that a company 

has outgrown its operating community in 

size include; growing at a faster rate than 

the community labor force, providing 

more than one third of the local 

governments funding through taxes, and 

being responsible for the death of the 

community, if the company should shut 

down [69]. 

Firms size has been measured in different 

ways such as asset, employment, sales, 

and market capitalization).  Several works 

have used firm size as a control variable 

while others used it as a predictor 

variable in their studies. Firm size is used 

in this study as independent variable, 

because the study is on firm 

characteristics and size is among the 

proxy of firms environment. This study 

used firm size as a natural log of total 

asset. Even though, the Trade off theory 

of cash flow suggest negative relationship 

between cash flow and firm size; while 

the other two theories: pecking order 

theory and free cash flow theory predicts 

a positive relationship between cash flow 

and firm size. [70] found a negative 

relationship between cash holding and 

economies of scale. Then, [71] found that 

small firms hold more cash. [72] [73] 

observed a negative relationship between 

cash flow and firm size for US firms, all 

results are supporting tradeoff view. [74] 

found a positive relationship between 

cash holding and firm size and [75] also 

found a positive relationship between 

firm size and cash holding. 

Using firm size as a variable, the trade-off 

model supposes a negative relation to 

cash holdings; while both the pecking 

order theory and the free cash flow theory 

posit a positive relation. The trade-off 

model argues that larger firms benefit 

from economies of scale regarding cash 

management and thus large firms would 

hold less cash than small firms. This 

opinions agrees with the results of these 

authors [76]; [77]; [78]; [79]; [80]; [81 [82]; 

[83]; [84]. The Model applied by [56] 

stated that large companies can benefit 

from economies of scale with respect to 

cash management, than small firms. 

Further, there is no correlation between 

the fees of borrowing and the size of a 

loan, which indicates that such fees are a 

fixed amount [7]; [8].  

Leverage 

Firm leverage is the degree to which a 

company applies fixed-income securities, 

such as debt and preferred equity. 

Leverage is the amount of debt used to 

finance other capital expenditure that can 

improve firm financial performance [16] 

[17]. Leverage also refers to the 

proportion of debt to equity in the capital 

structure of a firm [19]. It is the means to 

measure what portion of the total assets 

is financed by debt funds. Leverage ratios 

are used to measure business and 

financial risks of a firm [23]. The theme 

can be financial or operating leverage. 

Financial leverage is the use of borrowed 

money to increase production volume and 

sales as well as earnings of a company for 

better performance. It is measured as the 

ratio of total debt to equity of a firm [26]. 

Leverage is defined as the ratio of total 

liabilities to total asset in finance 

literature and empirical investigations of 
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different authors: leverage is explained as 

a proxy of firm's debt issuing ability. 

Except pecking order theory all other 

theories such as trade off and cash flow 

theory predict negative relation between 

cash holding and leverage. [30] in their 

empirical investigations observed a 

negative relationship between cash 

holding and leverage. There are other 

studies that have shown a positive 

significant relationship between leverage 

and firm size [32]; [33]; [34]; [35].  

Further studies like [11] defined leverage 

as the ratio of total liabilities to total 

assets. To them it refers to the proportion 

of debt to equity in the capital structure 

of a firm [39]. The financing or leverage 

decision is a significant managerial 

decision because it may influence the 

shareholders value, risk and the market 

value of the firm. The ratio of debt-equity 

has implications for the shareholders’ 

dividends and risk. [41], is of the view 

that this affects the cost of capital and 

the market value of the firm. Prior 

researchers on debt application have 

suggested that the determinants of 

financial leverage and company debt-

equity decision is generally based on a 

tradeoff between interest tax shields and 

the costs of financial stress, [44].  

The proposition of the trade-off theory of 

capital structure is that optimal debt level 

balances the benefits of debt against the 

costs of debt [48]. Thus, the use of debt 

to a certain debt ratio results in higher 

value on equity. But, the benefit of debt 

would be lower than the cost after this 

level of capital structure.  The more a 

company uses debt, the less income tax 

the company pays, but the greater its 

financial risk. Based on the trade-off 

theory for capital structure, firms can 

take advantage of debt to make a better 

value on equity. Leverage financing is 

commonly employed by a company to 

achieve a specific or temporary objective, 

such as acquisition of other firms, to 

affect a buy-out, to purchase shares or 

fund a one-time dividend, or to invest in 

self-sustaining cash-generating assets 

[49]. Leverage financing can be seen as 

ratio of debt to equity capital of a 

company. The payment of interest and 

repayment of principal amount of the 

debt, a large part of a company’s cash 

flow would decrease [50]. Since interest is 

a fixed cost which can be written off 

against revenue, a loan allows an 

organization to generate more earnings 

without a corresponding increase in 

equity capital which will require increase 

in dividend payment that cannot be 

written off against company’s earnings. 

There is an operating leverage that takes 

care of how company commits itself to 

high level of fixed operating costs which 

vary with time, such as insurance, rent, 

salary, with no interest attached to it as 

compared to the level of variable costs 

which vary with volume of energy, labour 

and raw materials [51]. The opinion of 

[52] is that firms with high level of 

operating leverage have high break-even 

points, but when the break-even point is 

crossed, they show a greater increase in 

operating income with every increase in 

sales revenue and greater losses with 

every drop in sales revenue in 

comparison with firms that have lower 

operating leverage. 

Further, there is an investment leverage 

which is the ability of a firm to control a 

large value of commodities or securities 

in a future contract by buying on margin 

and thus, leveraging a relatively small 

investment [53]. It is generally accepted 

that highly leverage firms entail a higher 

risk of bankruptcy, due to the fact that 

the rigid nature of amortization plans by 

creditors pressures the treasury 

management of companies, [54] [55]. This 

opinion supports that in order to reduce 

this related risk, highly leveraged firms 

are expected to hold larger amounts of 

cash. However, there is another notion, 

which argues with this assumption and 

states that, the extent to which a firm is 

financed by debt gives an indication of a 

firm's ability to raise debt. Thus, firms 

with high leverage ratios are also 

expected to have a better access to debt 

capital and hence they would hold less 

cash, accordingly.  
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Profitability 

Using firm characteristic variable 

profitability, there is evidence that higher 

cash holdings are significantly associated 

with higher profitability [11]; [12]. The 

assumption has always been that higher 

the profit, the higher cash holdings by 

firms. [34] investigated the hypothesis 

that cash balances have a precautionary 

motive and serve to mitigate the volatility 

of operating earnings. He used a sample 

of 9,168 firm-year observations from 

Tokyo Stock Exchange for the period of 

1992 to 2003, through regression 

analysis, he found that cash holding 

increases with its profitability growth. 

[48] studied the determinants of cash 

holdings and the value of cash in China's 

share-issue privatized firms from 1993 to 

2007. Through regression analysis, they 

also found that more profitable firms 

hold more cash. [67] examined the 

determinants of profitability of listed 

agricultural companies in Nigeria, using a 

sample comprised four agricultural firms 

listed on the Nigeria Stock Exchange for 

the period 2008–2016. The independent 

variables were leverage, liquidity, sales 

growth and operating expenses efficiency 

and the analysis used panel data multiple 

regression technique. The study findings 

revealed that liquidity and sales growth 

have a positive and significant effect on 

profitability (ROE), leverage had a 

negative and significant effect on 

profitability, and operating expenses 

efficiency revealed an insignificant 

negative effect on the profitability. The 

study was, however, delimited to firms in 

the agricultural sector. Similarly, [65] 

examined determinants of profitability in 

Pakistan. The sample comprised 31 

insurance firms (life and non-life 

insurance from 2006 to 2011. The study 

found that leverage, size and age of the 

firm were significant determinants of 

profitability, while sales growth and 

liquidity were not significant. 

THEORETICAL FRAMEWORK 

This work has been anchored on two 

theories: Trade-Off theory and Cash 

holding Theory. The Trade-Off Theory by 

[28] pointed out that the literature on 

trade-off theory and cash explicitly to 

companies is usually traced back to [31]; 

[32]. The view of the trade-off theory is 

that firms set their optimal cash levels by 

comparing marginal benefits against 

marginal costs of holding cash [45]; [46]; 

[47]. As such, the cash holdings are 

keenly managed with the view of deriving 

their full benefits. The primary benefit of 

cash holdings is that it constitutes a 

safety butter which permits firms to 

evade the costs of, raising external funds 

or liquidating existing asset to finance 

their growth opportunities [57] [58]. The 

insufficient cash forces firms to abandon 

profitable investment projects or to 

support abnormally high cost of financing 

[32]. The theory supports that the main 

cost experienced by holding cash is the 

opportunity cost of the capital invested in 

the liquid assets [50]. The costs 

associated to cash holdings depend on 

whether managers work to maximize 

investors' wealth or they prefer to 

stockpile cash to increase assets under 

their purview so as to gain managerial 

discretion [75]. Thus, the cost of cash 

holdings will increase and include the 

agency cost of managerial discretion. The 

theory insisted that companies have 

optimal cash holding, which they 

determine by trading off the costs against 

the benefits of the use of the debt and 

equity.  

The second theory behind this work is the 

free cash flow theory that was 

propounded by [11]. This theory, 

challenges the assumption about an 

optional level of cash holdings. This 

theory deals with the relationship of the 

investors (who delegate authority) and the 

managers (agents) who have to perform 

the duties delegated to them. [4] views, 

was that managers tend to appreciate 

cash because it enhances their 

discretionary power to make investments 

and acquisitions that would not have been 

approved by the capital market and thus 

they have more flexibility to pursue their 

own interests. This might not be a desired 



 

http://www.inosr.net/inosr-arts-and-management/  
Ugwu  

INOSR ARTS AND MANAGEMENT 6(1): 67-88, 2020. 

75 

 

situation for shareholders, because it 

affect on the value of the firm. There is 

the possibility that management could be 

using cash for its own objectives and thus 

raises the costs of outside funds, because 

outsiders do not know whether 

management is raising cash to increase 

firm value or to pursue its own 

objectives. These views of cash holding 

theories revealed the relationships 

between the firm characteristics 

(determinants- firm size, leverage, debt 

maturity, likely hood of financial distress, 

cash flow volatility, liquid assets, 

investment opportunity, dividend 

payment) and cash holding.  

Empirical Review 

[45] studied the effect of firm 

characteristics on profitability in Nigeria. 

The study used a sample consisted of 18 

listed consumer goods companies for the 

period 2011–2016. Profitability was proxy 

by ROS, while firm characteristics were 

proxy by firm age, firm size, sales growth, 

liquidity and leverage. Multiple 

regressions was used to analyze the data. 

The study found that size, sales growth 

and leverage have significant effect on 

profitability. However, age and liquidity 

were not significant. 

[44] examined the impact of firm 

characteristics on financial performance 

in Nepal, using 18 Nepalese insurance 

companies from 2008 to 2016. Multiple 

regression was used to analyze the data. 

The regression analysis showed that the 

coefficients of leverage and premium 

growth were positive and significant at 1 

percent level. However, the coefficients of 

diversification, size, liquidity and claim 

payments were negative and insignificant. 

[49] examined the impact of corporate 

attributes on share price in Nigeria. The 

sample comprised five listed 

pharmaceutical firms for a period of 10 

years (2004–2013). Multiple regression 

was used to analyze the data. They found 

that size, leverage and growth have a 

positive and significant impact on 

profitability. 

[67] examined the impact of firm-specific 

and macroeconomic factors on 

profitability of firms in Pakistan. The 

sample comprised firms listed on the 

food sector of Karachi Stock Market for 

the period 2002–2006. The firm-specific 

factors include debt to equity, tangibility, 

growth and size, and the macroeconomic 

factor was food inflation. They found a 

significant negative relationship between 

size and profitability, and an insignificant 

positive relationship between tangibility, 

growth, food inflation and profitability. 

Similarly, an insignificant negative 

relationship is observed between debt to 

equity ratio and firm profitability. 

[51] studied the effect of firm-specific 

factors on financial performance in Czech 

Republic. The sample comprised 974 

firms over the period 2005–2008, using 

data from Albertina database. They used 

pooled and panel designs for the analysis. 

They found that the firm size and sales 

growth had significant positive impact on 

ROA. However, debt ratio and inventory 

had significant negative impact on ROA. 

[48] examined the relationship between 

firm characteristics and financial 

performance in Kenya. The sample 

comprised 17 life insurance companies 

over the period of 2008–2012. The 

studied firm characteristics were: size, 

diversification, leverage, liquidity, age, 

premium growth and claim experience of 

life insurance companies in Kenya. 

Regression analysis was used to analyze 

the data. All variables were found to be 

statistically significant. 

[11] examined firm-specific factors that 

determine performance in Ethiopia. The 

sample comprised nine insurance 

companies for the period 2005–2010. The 

firm characteristics were: size, leverage, 

tangibility, loss ratio (risk), premium 

growth, liquidity and age. Performance 

was proxied as return on total assets 

(ROA). The results of regression analysis 

revealed that size, tangibility and 

leverage were positive and statistically 

significant; however, loss ratio (risk) was 

negative and statistically significant. 

Premium growth, age and liquidity were 

statistically non-significant. 

[32] studied the performance of insurance 
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companies in Ethiopia. The sample 

comprised nine listed insurance 

companies from 2003 to 2011. The firm-

specific factors were: age, size, volume of 

capital, leverage, liquidity, growth and 

tangibility of assets, while profitability 

was proxy by ROA. They found that 

growth, leverage, volume of capital, size 

and liquidity were significant 

determinants of performance. While 

liquidity and leverage are negative, age 

and tangibility were not significant. 

[34] investigated the determinants of 

corporate cash holdings using a sample of 

400 firms in 12 Economic and Monetary 

Union (EMU) countries for the period of 

1987-2000. Their results suggest that 

cash holdings are positively affected by 

the investment opportunity set and cash 

flows and negatively affected by asset's 

liquidity, leverage and size.  

[67] investigated the hypothesis that cash 

balances have a precautionary motive and 

serve to mitigate the volatility of 

operating earnings. He collected a sample 

of 9,168 firm-year observations from 

Tokyo Stock Exchange for the period of 

1992 to 2003. Through regression 

analysis, Nguyen found that cash 

holdings are positively associated with 

firm level risk, but negatively related to 

industrial risk. He also found that cash 

holding decreases with the firm's size and 

debt ratio, and increases with its 

profitability, growth prospects, and 

dividend payout ratio.  

In New Zealand, [77] examined the 

determinants of corporate cash holdings 

of nonfinancial firms. His findings 

suggest that the main determinants of 

corporate cash holdings in New Zealand 

firms' growth opportunities, the 

variability of its cash flows, leverage, 

dividend payments, and the availability of 

liquid asset substitute. While growth 

opportunities and the variability of cash 

flows are positively related to cash 

holdings, large dividend payments and 

liquid asset substitutes indicate lower 

cash holdings.  

[81] used regression analysis to 

investigate the determinants of the cash 

holdings by collecting data from 297 

French firms over a period of (1998-2002) 

based on the trade-off theory and the 

Pecking Order Theory. He found that 

French firms increase their cash level 

when their activities are risky and the 

levels of their cash flow are high, and 

reduce it when they are highly leveraged. 

Growing companies hold higher cash 

levels than mature companies. For 

growing companies, there is a negative 

relationship between cash and the 

following firm’s characteristics, size, level 

of liquid assets and short term debt. The 

cash level of mature companies increase 

with their size, their investment level, and 

the payout to their shareholders in the 

form of dividends or stock repurchases 

and decreases with their trade credit and 

their expenses on research and 

development. 

[79] focused on determining the level of 

corporate cash holdings of nonfinancial 

Pakistani firms, across different firm 

sizes and different industries. They used 

data set for a period of 1988 to 2005 for 

the firm size, growth opportunities, cash 

flow, net working capital, leverage, cash 

flow uncertainty, and dividend payments. 

They found negative relationship between 

market-to-book ratio, net working capital, 

leverage, dividends and cash holdings has 

a positive relationships between firm 

size, cash flow, and cash holdings. Their 

findings show that firm size, cash flow, 

cash flow uncertainty, net working 

capital, and leverage significantly affect 

the cash holdings of non-financial firms 

in Pakistan. 

[70] investigated the determinants of cash 

holdings for a comprehensive sample of 

156 Swiss non-financial firms between 

1995 and 2004. Through regression 

analysis, they found that, asset tangibility 

and firm size are both negatively related 

to corporate cash holdings. Dividend 

payments and operating cash flows are 

positively related to cash reserves. In 

addition, Drobetz and Gritininger found a 

positive relationship between i) CEO 

duality and corporate cash holdings, and 

ii) a non-significant relationship between 
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board size and corporate cash holdings. 

That is, CEO· duality leads to significantly 

higher cash holdings and larger board 

size has no impact on the corporate cash 

holdings.  

[80] used a sample of 1,114 firm-year 

observations for 194 equity real estate 

investment trusts (REITs) from USA over 

1998 to 2006 periods. Through Ordinary 

Least Square regression analysis, they 

found that REIT cash holdings are 

inversely related to funds from 

operations, leverage and internal 

advisement, and are directly related to 

the cost of external finance and growth 

opportunities. Cash holdings are also 

negatively associated with credit line 

access and use. The results imply that 

REIT managers prefer to hold little cash to 

reduce the agency problems of cash flow 

thereby increasing transparency and 

reducing the future cost of external 

capital.  

[83] investigated the interaction between 

corporate governance, ownership 

structure, cash holdings, and firm value 

on the Ghana Stock Exchange. Board size 

is found to be positively and statistically 

significantly related to share price among 

the corporate governance variables. 

However, a significant relationship 

between inside ownership and share price 

is not found. The results also indicate 

that additional units of cash holdings do 

not have a statistically significant 

influence on share price. Finally, leverage 

and income volatility are found to be 

significant determinants of share price.  

[55] studied the determinants of cash 

holdings and the value of cash in China's 

share-issue privatized firms from 1993 to 

2007. Through regression analysis, they 

found that smaller, more profitable and 

high growth firms hold more cash. Debt 

and net working capital are negatively 

related to cash holdings, while cash 

holdings decline as state ownership 

Increases. [75] investigated corporate 

liquidity (cash holdings) in 15 European 

Union (EU) countries and 31 non-EU 

countries from 1994 to 2004. Their 

findings were three-fold. First, the 

introduction of the euro and the 

establishment of the Economic and 

Monetary Union (EMU) have reduced 

corporate liquidity in EU. Second, cash 

and debt are more substitutable in EU 

than non-EU countries in the transition to 

the monetary union. Lastly, corporate 

governance 'variables such as closely held 

shares, anti-director rights and creditor 

rights are important determinants of 

corporate liquidity and should be ignored 

in international corporate liquidity 

studies.  

[80] examined a panel data set obtained 

from 125 publicly traded US restaurant 

firms between 1997 and 2008 and found 

that restaurant firms with greater 

investment opportunities tend to hold 

more cash. At the same time, large 

restaurant firms, firms holding liquid 

assets other than cash, firms with higher 

capital expenditures, and firms paying 

dividends were shown to hold less cash. 

Kim et al. describe that both 

precautionary and transaction motives 

play important roles in explaining the 

determinants of cash holdings for 

restaurant firms.  

[32] collected data from 300 Pakistani 

firms listed on Karachi Stock Exchange 

(KSE) over the period 1998 to 2007. 

Authors found that the cash holding of 

Pakistani firms increases with increase in 

cash flow and market-to-book ratio. They 

also found that net working capital and 

leverage are negatively related with 

corporate cash holdings of the Pakistani 

firms. To investigate a desire level of cash 

balance, [53] made first investigation on 

cash holdings by collecting data from US 

manufacturing sector from 1948 to 1964. 

The results showed that the demand for 

real cash balances is determined by 

output, the interest rate, the expected rate 

of change in general price level, and 

factor prices.  

[74], conducted an empirical study by 

collecting data from US manufacturing 

firms from 1953-1963 using Ordinary 

Least Square (OLS) regression analysis to 

examine the impact of compensating 

balance requirements on the cash 
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holdings. and found that compensating 

balance requirements are not binding. 

And also [37] studied with a sample of 

1048 US publically traded non-financial 

firms from 1971 to 1993 using cross 

section and time series test explore that 

firms with high volatility in cash flows 

and better growth opportunities hold 

more cash, he also found that well 

performing films hold more cash.  

[26] applied a sample of 1029 publically 

traded UK firms from 1984-1999 to 

investigated the empirical determinants 

of cash holding and found ownership 

structure an important determinant of 

cash holding, he also explored a non 

relation between managerial ownership 

and cash holding. In his analysis cash 

flows and firm growth opportunities were 

in positive relation while leverage, 

liquidity and bank has a negative relation 

with level of cash holding.  

[82] studied with a sample of 400 EMU 

firms from 1987-2000 and  found that 

cash flow, bank debt liquidity are in 

negative while investment opportunity is 

in nonnegative relation with cash holding 

and investor protected economies is in 

positive relation with cash holding.  

[54] made a study on the mechanisms of 

corporate governance on firm level and 

the cash holding's relationships, and how 

the firm value is affected by them. The 

firms which have poor governance will 

have a negative incremental value 

associated with holding cash excessively. 

The recognitions of minority shareholders 

in such firms will be reflected by 

discounts that are linked with these firms.  

[37] analyzed 5,232 corporations and 

their ownership control in 13 Western 

European countries. The result found that 

widely held firms are 36.93% and family 

controlled firms are 44.29%. It is 

important for financial and large firms to 

'be widely held, while non-financial as 

well as small firms are more likely to be 

family controlled. It has been also judged 

that there could be significant 

discrepancies or differences between 

ownership and control in only a few 

countries 

METHODOLOGY 

Research Design, Population, Sample, 

Model Specification, Operational 

Variables and Method of Analyses  

Research Design, Population, Sample 

This work applies research design. 

Research design refers to the arrangement 

of conditions for collection and analysis 

of data in a manner that aims to combine 

relevance to the research purpose with 

economy in procedure [34]. The study in 

the design employed ex post facto design. 

[11] stated that an ex post facto research, 

seeks to reveal possible relationships by 

observing an existing condition. This 

work considers Ex post facto research 

design as appropriate, because the study 

is non-experimental, and seeks to 

investigate causal relationship between 

the dependent and independent variables 

of the study [31]. 

Using moderating firm characteristics on 

cash holding, there are some literature 

reports that have applied range of 

indicators to measure firm 

characteristics. Some of these studies 

have used age and firm size as proxy for 

firm characteristics; while others use firm 

ownership in addition to firm age and 

size. This study applies, firm size, 

leverage and profitability as explanatory 

variables; while cash holding is cash ratio 

as a criterion variable. Firm size 

indicators as used in previous studies 

includes; Total assets, total sales and 

number of employees [65]. Example of 

previous studies which have measured 

size, using these indicators includes; [45]; 

[46]; [47] 

The population of this study consists of 

the all listed brewery companies in the 

Nigerian Stock Exchange (NSE). The 

population of the study becomes the 

sample size, and they comprise all the 

breweries companies listed on the 

Nigerian Stock Exchange. They are (6): 

Champion Breweries Plc; Guinness Nigeria 

Plc; Nigerian Breweries Plc; International 

Breweries Plc; Jos Int. Breweries Plc; and 

Premier Breweries Plc.  

The secondary data, were the annual 



 

http://www.inosr.net/inosr-arts-and-management/  
Ugwu  

INOSR ARTS AND MANAGEMENT 6(1): 67-88, 2020. 

79 

 

reports of the selected firms sourced 

from the Nigerian Stock Exchange 

available in (Fact book 2019) from, 2007-

2018. Panel data were used for the six (6) 

listed firms over twelve (12) year period.  

Model Specification and Operational 

Variables 

This study adopted a model used by [11] 

with modifications to suit this study. The 

[34] model is as follows:  

CASH =
O

 +
1

MTB + 
2

SIZE + 
4

NWC 

+
5

LEV + 
6

ROA + 
7

INV+e 

 

Where: CASH =Corporate cash holdings; 

MTB = Market-To-Book ratio; SIZE = Real 

size (SIZE) of firms; CF =Cash flow 

magnitude; NWC=Net working capital; 

LEV = Leverage; ROA=Return on Asset; 

INV=Investment in fixed assets; 
o

, is the 

intercept; 
I

- 
7

 =the independent 

variable coefficients;  e=the error term  

 

Therefore, the above model was adopted 

and modified to fit the study as follows:  

CASH = f(SIZE, LEV, PRO …………………….1 

CASH = O + 1SIZE, LEV, PRO    …………..2 

 

Where: CASH =Cash ratio; SIZE = Firm 

size; LEV = Leverage; PRO=Profitability;  

u = Error term; o = Intercept; 
1

-
2

 = the 

independent variable co-efficient.  

 

 

Measurement of Study Variables:   

Cash is measured by Cash and Cash 

equivalents divided by Total Assets: 

CASH = Cash and cash equivalents  

  Total assets 

 

Firm Size is measured by Natural 

logarithms of Total Assets 

SIZE = Natural logarithm of total assets  

 

Leverage is measured by Total Liabilities 

divided by Total Assets 

LEV = Total Liabilities  

               Total Assets  

 

Profitability is measured by Profit After 

Tax divided by Total Assets 

PRO = Profit after tax 

               Total Assets 

    

Method of Data Analyses 

The study was analyzed using Descriptive 

Statistics, Correlation Metrics and 

Regression analyses. 

PRESENTATION AND INTERPRETATION OF THE ANALYSES 

The analyses were carried out using E-Views. The result of the analyses are presented below 

as follows:  
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Descriptive Statistics 

 

       Table (1)                     Descriptive Statistics  

VARIBLES  CASH  FSIZE  LEV             PROF  

     Mean  0.008681  70101514  0.616194  0.103014  

Median  0.005500  35997290  0.651000  0.094000  

Maximum  0.339000  9.72E+08  0.929000  0.265000  

Minimum  -0.299000  393455.0  0.036000  -0.074000  

Std. Dev.  0.112370  1.31E+08  0.199706  0.060573  

Skewness  0.347606  4.951774  -0.762768  0.247451  

Kurtosis  4.522313  32.80701  2.869948  3.718967  

 

The distribution of the variables of firm 

characteristics on cash holding above 

indicates that the Kurtosis figures are 

more peaked than a normal distribution 

with larger tails (Leptokrtic). K >3 for the 

dependent variable and firm size and 

profitability; while it has K=3 

approximately for leverage showing a 

normal bell shaped distribution 

(mesokurtic). These values are evidenced 

from the positive Skewness measures for 

cash holding, firm size and profitability, 

but with a negative value for leverage 

showing a long left tailed distribution. 

There is a positive value of cash holding 

(CASH) of (0.008681); while the mean of 

firm Size (FSIZE) is (70101514); a positive 

average value of (0.616194) for leverage, 

and (0.103014) values for profitability. 

The maximum value of firm size is 

(9.72E+08) and its minimum value is 

(393455.0), maximum value for leverage 

is (0.929000) and its minimum value is 

(0.036000); maximum value for 

profitability is (0.265000) and its 

minimum value is (-0.074000). There is 

evidence of homogeneity based on the 

large differences between the maximum 

and minimum values shown by the firm's 

data.  

 

 

 

 

 

 

 

 

 

Jarque-Bera  8.402272  2959.614  7.032525  2.285524  

Probability  0.014979  0.000000  0.029710  0.318937  

Sum  0.625000  5.05E+09  44.36600  7.417000  

Sum Sq. Dev.  0.896526  1.22E+18  2.831655  0.260503  

Observations  72  72  72  72  

                  Source: Authors Computation, (2020)  
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Correlation Analysis 

Table (2): Correlation Metrics 

VARIBLES  CASH  FSIZE  LEV  PRO  

CASH  1.000000  0.016108  -0.072388  -0.032499  

FSIZE  0.016108  1.000000  -0.010512  -0.256345  

LEV  -0.072388  -0.010512  1.000000  -0.282217  

PROF  -0.032499  0.256345  -0.282217  1.000000  

Source:  Authors Computation, (2020) 

 

 

The correlation metrics is to check the 

association between each explanatory 

variable and the dependent variable. The 

result indicates that cash holding (CASH) 

has a positive association with firm size, 

and negative associated with leverage and 

profitability. Firm size has a strong 

negative association with leverage and 

negatively associated with profitability. 

Profitability is positively associated with 

firm size, but negatively correlated with 

cash and leverage. The conclusion is that 

firm size has a strong relationship with 

cash; and profitability has a strong 

relationship with Firm size. In other 

words, firm size increase on cash holding 

and firm size increases on profitability. 

 

Regression Analysis 

   Table (3)        Regression Analysis  

Variable  Coefficient  Std. Error  t-Statistic  Prob.  

C  0.057226  0.059835  0.956396  0.3423  

FSIZE  3.33E-11  1.09E-I0  0.305216  0.7611  

LEV  -0.034051  0.084441  -0.403257  0.6880  

PROF  -0.103264  0.249151  -0.414461  0.6799  

R-squared  0.731355  Mean dependent var  0.008681  

Adjusted R-squared  0.733671  S.D. dependent var  0.112370  

S.E. of regression  0.115018  Akaike info criterion  -1.420546  

Sum squared resid  0.886348  Schwarz criterion  -1.262444  

Log likelihood  56.13965  Hannan-Quinn criter.  -1.357605  

F -statistic  2.324334  Durbin- Watson stat  2.256747  

 

 

 

Pro b(F -statistic)  0.007416     

Source: Authors Computation, (2020) 

 

From the result above, the Adjusted R-

squared (R
2

) is (0.733671) and this shows 

that about 73% of the systematic 

variations in the dependent variable in 

the pooled companies over the period of 

interest was jointly explained by the firm 

characteristics variables used for the 

study; while the rest of about 27% could 

not be explained by the variables used in 

Nigeria. The F-statistics measures the 

overall significance of the explanatory 

variables in the model, and it shows the 

appropriateness of the model used for the 

analysis; while the probability value 

depicts that the study model is 

statistically significant and valid in 

explaining the outcome of the dependent 

variables.  The result above, shows the 
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value of the F-statistics as (2.324334); and 

its corresponding probabilities as 

(0.007416) which is less than (0.05) 

significance level. The study therefore 

accepts that there is a significant 

moderating role between firm 

characteristics on cash holding. This 

means that firm characteristics are 

statistically significant in explaining the 

relationship in the dependent variable.  

The study used t-statistics in measuring 

the individuals' statistical significance of 

the parameters in the model in the result 

of the table (3). The t-statistics above 

shows that firm characteristics variables’ 

values - firm size (0.305216) is positive 

but is not significant but none of leverage 

(-0.403257), and profitability (-0.414461) 

was statistically significant at 5% 

respectively. In other words these 

variables have contributed insignificantly 

to cash holding at the rate of 5% level of 

significance.  

The Durbin-Watson value indicated a 

value of (2.256747), showing that the 

model is free from the problem of 

autocorrelation. Firm size FSIZE has a 

positive sign and its value is (0.305216), 

this implies that increase in firm size 

FSIZE does not increase the cash holding 

by 31%. Leverage and profitability has 

negative sign and its values are -0.403257 

and -0.414461 respectively, and this 

implies that decrease in leverage and 

profitability does not decrease the cash 

holding by 40%, 42% respectively.  

Hypotheses Testing 

HO
1

: There is no significant moderating 

role between firm size and cash holdings 

of listed companies in Nigeria.  The result 

of our test above shows that the value of 

the t-test for firm size is (0.305216) with 

a corresponding probability of (0.7611). 

This probability value is greater than the 

significance level of (0.05). The study 

thus accept the null and reject the 

alternative hypothesis, which says that 

there is insignificant relationship between 

firm size and cash holding of listed 

companies in Nigeria. The assertion is 

that, firm size is positive but has an 

insignificant relationship with cash 

holding of listed companies in Nigeria at 

5% level of significance.  

HO
2

: There is no significant moderating 

role between leverage and cash holding of 

listed companies in Nigeria.  The table (3) 

above, shows that the value of the t-test 

for leverage is (-0.403257) with a 

corresponding probability of (0.6882). 

The value of this probability is greater 

than the significance level of (0.05). The 

study thus, reject the alternative 

hypothesis and accept the null 

hypothesis, which says that leverage, 

insignificantly moderates cash holding of 

listed companies. The firm 

characteristics, leverage is negative, and 

has no significant relationship with cash 

holding of listed companies in Nigerian  

at 5% level of significance.  

HO
3

:  There is no significant moderating 

role between firm characteristics 

profitability with cash holdings of listed 

companies in Nigerian.  

Table (3) value for t-statistics for 

profitability is (-0.414461), while the 

corresponding probability is 0.6799. Since 

its probability value is greater than the 

desired level of significance of 0.05, the 

study thus, reject the alternative 

hypothesis and accept the null 

hypothesis, which stated that there is no 

significant relationship between 

profitability and cash holding of listed 

companies in Nigerian. The, profitability 

being negative shows that it has 

insignificant relationship with cash 

holding of listed companies in Nigerian 

measured at 5% level of significance.  

DISCUSSION OF FINDINGS 

The overall result shows that the value of 

the F-statistics is (2.324334); and its 

corresponding probabilities are 

(0.007416) which is less than (0.05). This 

made the study to accept that there is a 

significant moderating role between firm 

characteristics and cash holding of 

sampled companies in Nigeria. This 

overall findings agrees with the works of: 

[6]; [7]; [8] and disagrees with [35] who 

found negative.  

Firm size is positive and has an 
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insignificant relationship with cash 

holding of listed companies in Nigeria at 

5% level of significance. This indicated 

that cash holding has a positive 

moderation with firm size. Firm size has a 

positive sign and its value is (0.305216): 

this implies that increase in firm size 

FSIZE does not increase the cash holding 

by 31 %. These findings support the trade-

off theory and pecking order theory; and 

also in conformity with the findings of 

the followings: [35]; [36]; [37]; [38] and 

were against the findings of [59]; [60]; 

[61]; [62].  

The firm characteristics, leverage and 

profitability are negative, and have no 

significant relationship with cash holding 

of listed companies in Nigerian at 5% level 

of significance. In other words, cash 

holding has a negative association with 

leverage, profitability and Leverage, 

profitability has negative sign and its 

values are -0.403257, -0.414461 

respectively, this indicates that decrease 

in leverage, profitability does not 

decrease the cash holding by 40%, 42% 

respectively. As regards leverage, the 

findings support the pecking order theory 

and were against the trade-off theory. The 

result also is in conformity with the works 

of [11]; [12]; [13] and was against the 

works of [42]; [43]; [44]; [45]. But cash 

holding indicating negative with 

profitability agrees with the findings of 

[55].  

Summary of Findings 

This study used secondary data in the 

form of annual financial statement 

collected from  companies listed in 

Nigeria Stock Exchange for the period of 

12 years from 2008-2019. The analyses 

applied descriptive statistics, correlation 

metrics and regression analysis on the 

collected data.  

The findings of this study indicated that: 

1. The Adjusted R-squared (R
2

) is 

(0.733671) as evident that 

about 73% of the systematic 

variations in the dependent 

variable in the pooled 

companies over the period of 

interest was jointly explained 

by the firm characteristics 

variables used for the study; 

while the rest of about 27% 

could not be explained by the 

variables used in Nigeria.  

2. Firms size has a positive and 

insignificant moderating 

relationship with cash holding 

of listed companies in Nigeria. 

3. Leverage has a negative and 

insignificant moderating 

relationship with cash holding 

in companies listed Nigeria. 

4. Profitability has a negative and 

insignificant moderating 

relationship with cash holding 

of listed companies in Nigerian. 

CONCLUSION 

The final results of this study did not 

completely agree with prior adopted 

studies of [68] and others on firm's 

characteristics relationship with cash 

holdings. The study concludes that the 

overall findings indicated that the firm 

characteristics components moderates 

cash holdings in listed companies in 

Nigeria.  The difference in findings and 

conclusions as compared with other 

various empirical analyses in this 

literature area, is an indication that the 

subject matter will continue to attract 

researchers and scholars interest. The 

research findings also gives insight to 

company financial managers, 

shareholders and policy makers in 

planning and formulating policy 

concerning firm characteristics  and cash 

holding moderation.  

RECOMMENDATION 

The study, therefore recommends the 

following based on the findings of the 

study.  

1) Brewery Companies should know 

that firm size is positive but is not 

statistical significant in 

moderating cash holding.  

2) Leverage is insignificant in 

moderating cash holding and its 

decrease does not affect cash 
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holding.  

3) The decrease in profitability does 

not decrease the cash holding of 

brewery companies in Nigeria. 
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