DETERMINANTS OF CORPORATE CASH

HOLDINGS IN MANUFACTURING COMPANIES

NUR RAIHAN AIRIL

2012455588

Submitted in Partial Fulfilment of the
Requirement for the
Bachelor of Business Administration with Honours

(Finance)

FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA

PERLIS

JUNE 2015



TABLE OF CONTENTS

Page
ACKNOWLEDGMENTS v
LIST OF TABLES viil
LIST OF FIGURES ix
LIST OF ABBREVIATIONS X
ABSTRACT xi
CHAPTER 1: INTRODUCTION
1.0 Introduction 1
1.1 Background of Study 1
1.2 Problem Statement 4
1.3 Research Objectives 3
1.4 Significance of Study 6
i 5 Scope of study 7
> 1.6 Limitation of Study 8
1.7 Conclusion 9
CHAPTER 2: LITERATURE REVIEW
2.0 Introduction 10
2.1 Theoretical Review 10
2.2 Empirical Evidences 13

2.9 Conclusion 17



CHAPTER 3: RESEARCH DESIGN AND METHODOLOGY

3.0

3.1

3.2

3.3

3.4

3.5

3.6

b/

3.8

3.9

CHAPTER 4:

4.0

4.1

4.2

4.3

4.4

4.5

4.6

4.7

4.8

Introduction

Research Design

Variables and Measurements
Hypotheses

Theoretical Framework
Research Equation
Descriptive Statistics Analysis

Data Analysis

Model Development

Conclusion

DATA ANALYSIS AND FINDINGS

Introduction

Descriptive Analysis

Multicollinearity Test

Pearson’s Correlation

F-Test

Breusch and Pagan Lagrangian multiplier test
Hausman Test

Regression Analysis

Conclusion

20

21

22

23

23

24

26

27

27

30

31

32

32

33

33

36



Table

Table 2.1
Table 2.2
Table 3.1
Table 4.1
Table 4.2
Table 4.3
Table 4.4
Table 4.5
Table 4.6
Table 4.7

LIST OF TABLES

Predicted Relationships
Literature Matrix

Variables Measurements
Descriptive Statistics Analysis
Multicollinearity Test
Pearson’s Correlation

F-Test

BPLM Test

Hausman Test

Fixed Effect Model

vili

Page

12
17
19
29
30
31
32
32
33
33



ABSTRACT

The purpose of this study is to investigate the determinant factors of corporate cash
holding of public listed companies in the Malaysian manufacturing industry for a
balanced panel data. A sample of 212 manufacturing companies listed on Bursa
Malaysia for 15 years (1999 — 2013) is selected. Corporate cash holding is designateg/‘)
as the dependent variable while leverage, liquidity, firm size, dividend policy and firm
growth are chosen as independent variables. This research utilizes Fixed Effect Model
as the regression tool to analyze the relationship between independent and dependent
variables. The result shows that leverage and liquidity has statistically significant
negative relationship and dividend policy has statistically significant relationship with
corporate cash holdings while firm size and firm growth have insignificant

relationship with corporate cash holdings in Malaysian manufacturing companies.
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