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E—F:?l%}gl e v &Y dFES AR g 7% BAFE BAGT. dFES w2 (1 da2dI9AD/(0d A
A - td dEgdadAh )R Z%ﬂﬂﬂ} PR AYHUS FolA, ARFA v &2 (((td AT - t-19 a3 At +
td A7) /(0 AREAD )2 &% oh ERAAE &S (19 /ARt - td fEA)/(0d ARAD) 2 SFed. &
QA Hl&L ((td EBIT)/(td AMADE S4eta, FAZF0R Q3 d55E H&d AFEFes AT d355L 44
(« tLﬂ AFFoR et AgaR)/(td AEA)IS ((td AR5z Qe AgaR)/(td AEA) )2 S33ch AT
Hl gL (¢ 7 H A2 /(0d AdEA)R 45k, MTB &2 ((td #2434 + td A7ksd)/(td AdEA) )= 48

altﬂﬂzl HE2 ((0d FAFA)/(0d FAFA + td AV o2 SF8n, 79 EE Intd AREA) 2 St

W ikiy T Ha gk Hoj gk CRikis

CH 0.0760 0.1216 0.0004 0.5105 0.0394

CAPEX 0.0502 0.1109 -0.2871 0.5086 0.0318

NWC 0.1441 0.2382 -0.2983 0.6895 0.1239

ROA 0.0628 0.0790 0.0017 0.4976 0.0413

INVCF -0.0680 0.1317 -0.4586 0.3074 -0.0453

FINCF 0.0286 0.0819 -0.2485 0.4128 0.0109

DEFA -0.0285 0.1864 -0.9081 0.7562 -0.0196

MTB 0.8864 0.4217 0.2643 1.9875 0.8384

L 0.5789 0.2950 0.0068 0.9685 0.5797

SIZE 25.4625 1.7530 20.9086 32.3055 25.2866

& HAIFEG v HHF(FYF) S 4 9.26% A HE(L)9 HHES 57.89%E =9 57.97%
(4.18%)%F 6.80%(3.57%)2 Hustdx, 9= Bt} 2, 7GFR(SzZE)S] H 25.46252
AF FoA, Kim et al.(1998)3 Opler et al. 904 25.28665TF 2 HI A EEE o] FaL T}

(1999) daif v HA (TIPS 44 B4 A7, gy /9S59UFES dad 9
8.1%(4.7%) 9 17%(6.5%) 2 B3}, Tt  Atol7t gle ACR BhA, 7 MigEe] F
At 2GR SN, AEFA vl (CcAPEX) ©A9 FaFs 2 A gevh a8 7 W
o FHEE 5.02% %2 T4 3.18%Et} Ax, & Ut fbsAAgY ZAgAAEE A8 1%5
AAE HE(WVe)e Bae 14.41%2 F995  Blojue o] ZAE AANCRRE MeEse] 37}
12.39%5t}t Atk $A94 B (R0A)9 Fie 27 U FHdY
6.28%% F9F 4.13%50 A1, EFAgFoR (£ 3)& WIFE 719 ZAAAE Foj& 4
A% HFEEF W& (INVCR) Y BHE -6.80%2 = YR Folth WA dAFHG AYHS Fo
T -4.53%0h Fom AFGFoz gt da A, FIA HlE(ROA), FALZFLE QA AT
S5 HE(FINCF) S T2 2.86%%2 94 1.09% & WE&(NVCF), AFZEo 2 9% dF5E H
Hr} Aot ARAA 8E(DEFA)Y HHE -2.85% & (FINCF) 2 MTB B & (MTB)& dAFEF &
Z 294 -1.96% %t &3, MTB H&(M78B)9 (cH)# 1% FFAA FAg FH(+)o] FaaAzt
e 0.8864% F917 0.83845ch AH, HHg] S, AT HE(CAPEX), THAHE Hl&
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L CH  CAPEX NWC  ROA INVCF FINCF DEFA  MTB I size  VIFs

CH 1
caprex  -0.040** 1 1.186
Nwe  -0.396**  -0.062" 1 1.524
ROA 0.076**  -0.053"*  0.268™* 1 2.853
wver  0.065" -0.296"  -0.046"" -0.093" 1 2.275
rINcr - 0.043**  0.353"  0.048" -0.115** -0.351" 1 1.984
peErA - -0.039"*  -0.085" -0.134™  0.123"*  0.382"" -0.329"* 1 1.354
mre - 0.061F  -0.020 0.012 0.324**  -0.134**  0.088"  0.034* 1 1.597
L -0.072**  0.004  -0.365"* -0.341**  0.028"*  0.029* -0.090"* -0.325** 1 2.015

size -0.119" -0.013  -0.318" 0.186** 0.117"* -0.146"  0.142" 0 .162"™ -0.154" 1 1.324

(NWC), AFAA} ¥l&(DEFA), dHeA H&(L)  FO2 AEsl, RE7Y FolA 2385 B
2 7GR (SIZE)E AR HEd 1~56% & 9 Addnt WA, wo| xRl Ry BREE F
FAA e ()9 FREAPE g 2 9 d A vhe, 2 23S AA ZEVIYG A &S] Wl
TEA AW AT e foe ARdAVE I olzE] R vl 1 EFHAE FH e
© A5 sle A5t A oy dAxel A aga AA e EA & ol AFE A
Tl FAAFE 0.58 2FeHA] ¢oF dsdd HEED 1ZFHANE 9 2 7YS 20EE B
ol TR = (Kennedy, 1992). 28jlz z4 f719e® Adent
Hgo] diate] JpEA o R A A S (variance ( e A8 2HEFS 15 ARge=
inflation factors: VIFs)E &4t thaa44 FHg 4345 Yot (B8 1), (¥ 2] ¥
2 QA% A7, £ & (Ro4)Y VIF & (BF 3] ZFol2, AExEeAMoE 2 g
o] 2.8532.% 714 A Yehgoy, EAgHoR ol Rd #HI WS gt 4 AnE 747 yet
38 7FeR Y 7o R AREEE 1080 4 Wz, (B3 4)& Al 7HA o] 24 A BE WFE
A Zth(Neter et al., 1990). wehd AFRSFE o Ui 4 A& Yepdo, 2 Ayeda e ga
ARG SIARA A A BAske el & A $F AdA, et AR 22 BAE A%
Ae A Fet. AAE AA 3y EARRY S ALt gagA
T AR S B3l A58 R NAER R} 1%
4.2 38w Z282Y FHI ZtEa BRT(g Al FAA frelstAl EAlsta, a-¢-2nt A4 Bl
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(X 4) 32w 2329 33
AFng 2983e 3PERRgor FHath (29 1), (23 2) 2 (23 3)& 4308, ARREAoE
2 il e Warse] e $4 A%E 242 Jela, (29 4t A 74 o2 83 RE WpEd U &
3 ASfE Uit $HUSE ARG MEoln AYUEE ARAT G LRAAE Mg $94 uE ¥
AgEoz A% T2 WS ARTFEoZ A TS HE ARAZ ¥& MTB H&, dugA He 2
7195t Rolth. ()e %‘EﬂﬂJ o] BAA S wmelste] Whi eewnmwds&mdmdenm&a@%@ltﬁ%‘WﬂW
o, R A= A 1%, 5%, 10% FE(FE) A s Uehdd.
W RS 23] EEP 233 EET
e 0.146** 0.156*** 0.368*** 0.154**
e (2.37) (36.73) (6.08) (2.49)
. -0.011* -0.013*
CAPEX (-1.80) (-1.84)
. -0.218*"* -0.223**
awe (-31.76) (-32.46)
0.406* 0.398*
ROA * (1.70) (1.67)
0.216*** 0.220%**
INVCE - (20.63) (19.86)
0.159*** 0.163***
FINCF * (13.57) (13.58)
) -0.001** -0.001**
DEFA (-2.50) (-1.98)
0.006™** 0.001*** 0.008***
MTB * (3.20) (2.95) (3.51)
. . -0.058*** -0.035*** -0.024*** -0.061%**
(-7.48) (-6.76) (-4.53) (-7.73)
. -0.016*** -0.008*** -0.018***
SIZE (£3.86) (-4.67) (03.98)
#25(n) 10.702 10,702 10.702 10,702
7194 (g) 1.176 1.176 1.176 1.176
R2—within 0.2541 0.0486 0.0353 0.2586
R2—between 0.3481 0.0689 0.0546 0.3471
R>—overadll 0.2768 0.0526 0.0467 0.2738
Lagrange multiplier test 5968.17*** 5049.43"** 5076.34™** 5919.76™**
Hausman test 266.75*** 37.53%** 11.86** 269 .52%**
F—value 241 87" 13.87** 16.54** 247 18***
A=A U, 289 A% EE 1% oA H&(NWe) & dFEFd 22 10%% 1% 5
oJstA Ukt oA Fogt (-)9 S u|Ha, FA HE
w4 A3 7199 FAEAR Y FHAAEG A v (ROA)L A WERA dFEFd 10% F5
of Seke ARAZ WE(CAPEY)H £LAAE oA foF F(+)9 9FL PR, ok 4%
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The Effects of Excess Cash Holdings on
Marginal Value of Cash

MinShik Shin* - SooEun Kim**

Abstract

In this paper, we analyze empirically the effects of excess cash holdings on marginal value of
cash of firms listed on Korea Exchange from 1999 to 2011. First, we classify both excess cash
firms and non-excess cash ones according to the method of Opler et al. (1999) and excess cash
firms is classified into persistent excess cash firms and transitory excess cash ones as well.
The former is firms with persistently excess cash more than two years, the latter is firms with
temporarily excess cash for one year. The main results of this study can be summarized as follows.

The determinants suggested by the tradeoff theory have main effects on cash holdings, but
the determinants suggested by pecking order theory and agency theory have partial effects on
cash holdings. Capital expenditure ratio, net working capital ratio, profitability ratio, cash
flows from investment activities, cash flows from financing activities, financial deficits ratio,
market-to-book ratio, leverage ratio, and firm size have significant negative or positive effects
on cash holdings of firms. Persistent excess cash firms earn significantly lower marginal value
of cash compared to transitory excess cash firms, and holding excess cash over extended periods
results in decrease in marginal value of cash, and so a fall in stockholder value. That is, the
marginal value of cash to stockholders is not only lower for firms with larger excess cash, but
also is decreasing in value over time. This result provides additional evidence in support of
higher agency costs to firms that hold excess cash for consecutive years.

In conclusion, excess cash holdings of firms destroy stockholder value. This result suggests
that the capital market penalizes firms that hold excess cash at the expense of stockholders, and

are consistent with agency costs associated with persistence in excess cash holdings. Moreover,

* Professor, School of Business Administration, Kyungpook National University
** Assistant Professor, Division of Finance and Insurance, Sangmyung University
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it is not necessarily the level of excess cash that induces agency problems, but more importantly,
the length of time firms retain excess cash.

This paper may have a few limitations because it may be an only early study about the effects
of excess cash holdings on marginal value of cash of firms listed on Korea Exchange. Therefore,
we think that it is necessary to expand sample firms and control variables, and use more

elaborate analysis methods in the future studies.

Key words: excess cash, marginal value of cash, tradeoff theory, agency cost, stockholder

value

AASIT H41A Mz 20124 128 1403



