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Abstract

The current study examines the association between Corporate Cash Holdings and 
Firm Value and explores whether the interaction effect of Cash Holdings and financial 
expertise supports fair value. The study used data on 175 non-financial firms from 
2015 to 2023 and employed pooled OLS regression. The fair value variable denoted by 
Tobin’s Q shows an average (median) of 3.01, while the mean (median) of cash hold-
ings and Audit Committee financial expertise was 18% (13%) and 45% (33%). This 
study finds a positive coefficient of 0.63, which is significant at less than a 1 percent lev-
el, revealing that cash holding increases the value of companies, promoting transaction 
and precautionary incentives for maintaining cash reserves. Interestingly, the study 
also finds the positive influence of cash holdings on fair value, which is enhanced by 
the financial expertise of the audit committee (positive coefficient of 0.04, significant at 
less than a 1 percent significance level). Moreover, the interaction of cash holdings with 
audit committee financial expertise found a positive coefficient of 1.84, which is sig-
nificant at less than a 1 percent significance level. This study presents the importance 
of the Audit Committee mechanism, particularly with the presence of financial and 
accounting expertise, in supporting the market value of a company. The outcomes of 
this study benefit policymakers, managers, and investors regarding effective corporate 
liquidity management and its effect on fair value.
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INTRODUCTION

Corporate management should make various operational, investment, 
and financial decisions. The corporation’s CH is deemed a vital factor 
that must be considered in producing such determinations. Recently, 
there has been a continuous rise in the levels of corporate holdings by 
corporations worldwide, particularly in the countries of US, Africa, 
Arab region, and Europe. Cash Holdings are a form of liquidity that can 
act as a safeguard against financial hardship expenses in times of un-
certainty, as companies can better weather economic downturns or un-
foreseen events, reducing the likelihood of bankruptcy. Moreover, cash 
holdings represent a significant asset in undertaking investment proj-
ects that benefit companies without relying on external funds that incur 
substantial transaction costs, leading to higher expected upcoming cash 
inflows, higher fair value, and increased investor confidence. Otherwise, 
cash holdings can lead to agency conflicts between owners and manage-
ment. When there is free cash flow, managers practice opportunistic be-
havior and decide against the owners’ interests, increasing agency costs.
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The most common theory used with cash holdings research is the Free cash flow theory. Trade-off 
theory proposes that firms should determine an optimal cash level that weighs the costs against the 
advantages of cash holdings. It recommends that higher cash allows companies to invest in profitable 
opportunities when access to external funding is limited. The Pecking order theory, also known as the 
financing hierarchy, was proposed by Myers (1977). It claims that companies should use their internal 
funding first (retained earnings and cash reserves), followed by debt financing or issuing equity. Agency 
theory claims that the division resulted in conflicts of interest among owners and managers. Managers 
should represent shareholders’ interests by investing in projects that maximize shareholder wealth. 

Saudi Arabia is a group of 20 economies with the largest capital market among the Gulf Cooperation 
Council (GCC) nations and other Arab regions. Recently, Saudi Arabia implemented significant chang-
es in its business markets, notably allowing foreign investors to invest in its markets. Like other GCC 
states, Saudi Arabia, “as an emerging market,” is classified as a state with poor investor protection, 
undeveloped legislation, and ineffective enforcement mechanisms. Institutional factors, such as actors’ 
attitudes and slower institutional development, impact the formulation of financial strategies for com-
panies, like cash management. 

Literature enriches the present debate by investigating the association between corporate cash holdings 
and fair value using data from companies listed within the oil-dependent market of KSA. Secondly, 
and even more significantly, it uses internal corporate governance represented by Audit Committee 
expertise, which is considered an important mechanism in the overall corporate governance structure, 
as a moderating variable on the association between the companies’ cash holding levels and their value, 
which has not previously been examined. This is the first study to deliver empirical evidence examining 
how Audit Committee financial expertise affects the association between corporate cash holdings and 
fair value. 

1. LITERATURE REVIEW 

AND HYPOTHESIS 

DEVELOPMENT

Theoretically, it is suggested that financial de-
cisions would not impact their values in a per-
fect market. In this scenario, external funding 
would always be easily accessible and reasonably 
priced, with no cost for maintaining cash reserves. 
However, the costs and benefits of maximizing fair 
value are analyzed. Therefore, higher cash hold-
ings can increase the chances of value-enhancing 
projects that may have been overlooked and lessen 
the need for expensive external financing. 

Dimitropoulos et al. (2019) explained that man-
agers aiming to maximize shareholder value will 
determine cash reserves. The benefits of maintain-
ing cash include reducing transaction costs asso-
ciated with raising capital, preventing the need to 
sell assets to meet payment obligations, and facili-
tating the ability to capitalize on investment op-
portunities while minimizing reliance on exter-

nal resources. In contrast, firms do not maintain 
cash holdings at an optimal level. Instead, cash 
reserves are utilized to bridge the gap between re-
tained earnings and future investment expenses. 
Essentially, these are short of meeting new invest-
ment needs; companies will tap into their cash 
holdings to cover the deficit, resorting to debt 
only when no other options are available (Ali et 
al., 2024; Ha & Tai, 2017). Having liquid assets on 
a company’s balance sheet, as Keynes (1937) sug-
gested, is the ability to pursue valuable projects. 

Another point of view argues that holding liquid 
assets signifies an increase in cost, as the potential 
return on these liquid assets is usually lower than 
what could be earned from other investments of 
similar risk. This opportunity cost is especially 
significant if a company forgoes more lucrative 
investment opportunities to maintain a high cash 
balance (Chang et al., 2017). Based on an agency 
theory, higher cash could lead to conflicts, as man-
agers may misuse funds on investments that pro-
vide personal satisfaction but do not benefit the 
company’s profitability, ultimately harming share-
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holder value (Bates et al., 2009). Furthermore, by 
increasing their liquidity, managers can enhance 
the worth of their assets and exert more influence. 
This also enables managers to avoid seeking exter-
nal capital, thereby avoiding the need to divulge 
information about investment projects to foreign 
investors (Asante-Darko et al., 2018).

Previous research shows that cash holdings enhance 
firms’ performance (Ali et al., 2024; Alnori, 2020) 
and improve their profitability (Abushammala & 
Sulaiman, 2014). These scholars discuss that HC 
permits companies to avert the significant expenses 
of seeking outside finance and offers a more cost-ef-
fective funding alternative. Alnori (2020) used da-
ta from the Saudi market from 2005 to 2016, find-
ing that cash holdings enhance firms’ performance. 
In addition, the author found a converse relation in 
the non-linear Model. 

Martínez-Sola et al. (2013) examine the impact of 
cash holdings on the value of firms in the USA and 
discuss how the optimal cash level reduces fair value 
and between cash holdings and fair value in the lin-
ear association. Their findings also indicate a curved 
association between the amount of cash held and 
FV in a non-linear association with an optimal cash 
holding level. In contrast, Anton and Nucu (2019) 
found an association between cash holdings and fair 
value in Polish-listed firms from 2007 to 2016. They 
document that companies aim to achieve cash to 
improve their value. Similarly, a study by Nguyen et 
al. (2016) reveals the same results among companies 
in Vietnam from 2008 to 2013.

On the other hand, Ha and Tai (2017) examined 
the effect of cash holdings on fair value and found 
a positive association between cash holdings and 
fair value. They conclude that companies that hold 
great cash in their balance sheet can grow their 
cash flows from business operations and fulfill 
their obligations and debts, enhancing the market 
value of their shares. Similarly, Kusnadi (2011) used 
data from listed firms in Singapore and Malaysia. 
They reveal that holding excess cash increases the 
value of the firm. However, they prove that com-
panies with weaker governance attributes tend to 
accumulate more cash than those with stronger 
governance practices. The emerging market stud-
ies by (Abushammala & Sulaiman, 2014; Kusnadi, 
2011) point out that maintaining cash allows firms 

to bypass enormous external funding costs and of-
fers a low-cost financial option. Corporate hold-
ing cash in the Saudi market is a more cost-effec-
tive financing alternative that can improve a com-
pany’s value. Further, the firms with higher cash 
holdings have a negative firm value, while the op-
posite is true that firms have high firm value with 
lesser cash holdings (Habib et al. 2021). Moreover, 
the extent of investor protection compels the firm 
to maintain the level of cash. A firm with more in-
vestor protection must maintain significant cash 
levels (Akhtar et al., 2023). Further, Chireka and 
Moloi (2024) reported that the cash holdings of 
firms will increase the firm’s value up to some ex-
tent of rise in firms’ cash levels; the opposite is true 
with the crossing of optimal cash levels. 

Adequate corporate governance controls are 
necessary to reduce conflicts and agency prob-
lems to align managers’ and shareholders’ inter-
ests (Raweh et al., 2021). These authors suggested 
that corporate governance practices are essential 
to managing the decisions of cash holdings and 
aligning conflicts between owners and manag-
ers. Corporate governance tools, such as Audit 
committees, are vital monitoring tools for reduc-
ing agency costs and conflicts (Raweh et al., 2021; 
Abernathy et al., 2014).

Raweh et al. (2019) report that an Audit Committee 
encourages the timely disclosure of financial state-
ments by company management. It is found that 
the Audit Committees with a high rate of financial 
experts support financial reporting. Song et al. 
(2023) prove that existing Audit Committees en-
courage appointing industry specialists. As re-
ported by Cohen et al. (2014), Audit Committee 
directors with financial expertise support other 
expert members in Audit Committees in reducing 
earnings management and increasing the qual-
ity of financial reporting. Likewise, Raweh et al. 
(2021) record that although Audit Committee fi-
nancial expertise has an insignificant association 
with timely auditing reports in Omani companies, 
it strongly contributes to reducing delays in audit 
reports and promotes issuing financial report-
ing promptly when it merges with industry ex-
perts. Moreover, similar results were reported by 
Sagitaria and Mita (2019), who reported that audit 
committee expertise did not affect the earnings re-
duction of Indonesian firms. Baatwah et al. (2019) 
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examined the expertise of the audit committee 
and audit report and reported that the expertise 
of the audit committee reduces the delays caused 
by audit delays. Similarly, Raweh and Abdullah 
(2024) established that Audit Committee char-
acteristics contribute to reducing agency prob-
lems among Saudi Arabian listed companies by 
decreasing the magnitude of SG&A costs asym-
metric in these companies. Furthermore, Choi 
et al. (2020) investigate the association between 
Audit Committees with CEO expertise members 
(supervisory experts) and the value of cash hold-
ings in Korean-listed firms from 2000 to 2015. The 
study shows that having supervisory experts on 
the Audit Committee reduces the value of cash 
holdings, implying that their presence may hin-
der monitoring managerial decisions. Jiang et al. 
(2023) highlighted the importance of Corporate 
Governance, cash holdings, and firm value of PSX-
listed firms. They observed that corporate gover-
nance components do not affect the cash holding 
levels of the firms.

Accordingly, corporate cash holding is a more cost-
effective financing alternative that can improve 
a company’s fair value. Moreover, effective firm-
governance mitigates agency problems and enhanc-
es fair value by supporting the value of cash hold-
ing levels. Therefore, the current study assumes 
that directors with financial expertise in the Audit 
Committee support its effectiveness and observa-
tion of a company’s projects, promoting fair value 
by monitoring and directing the company’s assets 
of cash holdings and cash equivalents and restrict-
ing the entrenchment effect of managing cash by 
the Saudi Arabian companies. Therefore, the fol-
lowing hypothesis was formulated:

H1: There is a positive association between cash 
holdings and fair value, moderated by the 
Audit Committee’s financial expertise.

2. DATA AND METHODOLOGY

2.1. Data collection

The study sample included 175 companies listed on 
the Tadawul from 2015 to 2023. This period cap-
tures the benefits of Tadawul’s stricter disclosure 
requirements, increasing the data’s dependability 

and quality for examining the cash holdings-firm 
value relationship and assessing the influence of 
the Audit committee’s financial expertise on this 
relationship. The main sources of data are firms’ 
annual reports and the website of Argaam (https://
www.argaam.com/en/company/financial-pdf) for 
data regarding firms in the market and data on 
stock prices. Financial firms were not included in 
the analysis because they are governed by unique 
regulations, which significantly influence their fi-
nancial decisions. Further, all missing firm-year 
observations for any variable were removed, giv-
ing 1,097 client-year annotations.

2.2. Measurement of variables

This study uses Tobin’s Q as a proxy for fair value 
(Kusnadi, 2011). This is the ratio of a firm’s MV to 
the replacement cost of its assets. The ratio com-
pares the MV of assets to the estimated funds to 
replace those assets at the current moment. 

Corporate Holdings (CHs) are the primary inde-
pendent variable indicating a company’s capabil-
ity to meet its obligations and/or secure invest-
ment opportunities (Alnori, 2020; Martínez-Sola 
et al., 2013). Audit Committee financial expertise 
(ACFX) is a moderating variable that denotes the 
percentage of members (Table 1). 

Table 1. Measures of variables

Variable Measure

FV(Tobin’s Q)
MV of equity + total debt/book value of total 

assets

CHs Cash and cash equivalents / total assets

ACFX
Directors with finance or auditing expertise on 
the AC / total AC members

ACM Number of AC meetings annually
ACZ Number of members on the AC

BSZ Number of directors on the board 

ROA The ratio of return on assets 
LOGZ The natural logarithm of total assets
LEV Proportion of Total debt / total assets

DIVD
Dummy variable = 1 if a firm pays dividends in a 
fiscal year, 0 otherwise

Following Choi et al. (2020) and Kusnadi (2011), 
this study also introduces control variables such as 
company size (LOGZ), leverage (LEV), return on 
assets (ROA) measure for profitability, Dividend 
payout (DIVD), Audit Committee meetings (ACM), 
Audit Committee size (ACZ), and Board size (BSZ). 
This study further includes a dummy (YFX).



317

Investment Management and Financial Innovations, Volume 22, Issue 2, 2025

http://dx.doi.org/10.21511/imfi.22(2).2025.25

2.3. Empirical model

This study employs pooled OLS regression to test 
the hypothesis (Guizani, 2017; Martínez-Sola et 
al., 2013). It runs regression analysis using robust 
standard errors to adjust the potential impact is-
sues. The following are the equations of the study’s 
models:

( ) 0 1

2 3 9

’

,

 it

it

it

FV Tobin s Q CHs

AFX CONTROLS

YFX

β β
β β

ε
−+ +

+

= +
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where 

FV (Tobin’s Q) = Fair Value of company i at time t

β
0
 = Intercept

CHs
it
 = Cash Holdings of company i at time t

β
1
 – β

4-9
 = Coefficients of independent and control 

variables 

ACFX
it 

or AFX
it
 = Audit Committee Financial 

Expertise of company i at time t

CONTROLS = Control Variables

YFX = Dummy Variables of ‘0’ and ‘1’

ε
it
 = Error term.

3. EMPIRICAL RESULTS

3.1. Descriptive statistics

Table 2 displays the summary statistics for the 
study’s explanatory variables. The FV variable, 
proxied by Tobin’s Q, shows an average of 3.01, 
higher than the median of 0.72, while the mean 
(median) of cash holdings is 18% (13%). Further, 
the Audit Committee financial expertise (ACFX) 
has a mean (median) of 45% (33%) for the sam-
ple, suggesting that about 45% of the sample pos-
sess at least one financial expertise on their Audit 
Committees. 

Table 2. Descriptive statistics 

Variable Mean Sd Median P25 P75

FV(Tobin’s Q) 3.01 4.85 0.72 0.41 2.05

CHs 0.18 0.21 0.13 0.07 0.24

ACFX 0.33 0.33 0.2 0.68

ACM 5.35 1.81 5 4 6

ACZ 3.51 0.79 3 3 4

BSZ 8.22 1.4 9 7 9

ROA 0.06 0.09 0.06 0.03 0.1

LOGZ 15.71 1.6 14.54 13.78 15.44

LEV 0.42 0.25 0.41 0.21 0.59

DIVD 0.04 0.35 0.06 0.01 0.13

Table 3 shows significant positive and negative 
correlations between firm value (FV) and corpo-
rate holdings CH) and between firm value and le-
verage (LEV), but a low value of “0.29” and “0.31,” 
respectively, supported the prediction that there is 
a significant association between corporate hold-
ings and firm value. The matrix shows that the 
highest correlation coefficient is lower than “0.41” 
between Audit Committee Members (ACZ) and 
the Natural Logarithm of total assets (LOGZ). 
This signifies the absence of a multicollinearity 
problem (Studenmund, 2014). Further, the VIF 
test is calculated to verify the multicollinearity. As 
exhibited in Table 3, the values of VIF are lower 
than 5, supporting no multicollinearity problem 
(Studenmund, 2014).
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3.2. Regression findings

The findings of the analysis for Model (1) in Table 
4 demonstrate that the corporate holdings model 
is significant at 1% (p < 0.001) and has a predictive 
value of 29.5%, indicating that the Model is fit and 
justifies the variability in fair value. The results re-
vealed that corporate holdings increase fair value 
(Tobin’s Q) at p-value < 0.01(coefficient = 0.63, t-
statistics 4.19). The results also reported that the 
Audit Committee’s financial expertise (AFX) has a 
positive association with Fair Value (Tobin’s Q) at 
p-value < 0.05 (coefficient = 0.04, z-statistics 2.05), 
signifying that the Audit Committee contains fi-
nancial expertise members related to promoting 
fair value. 

Table 4. Regression results for the relation  
of corporate holdings with fair value (Model 1)

Variable β t-statistics
CHs 0.63 4.19***

ACFX 0.04 2.05**

ACM 0.02 0.63

ACZ 0.00 0.12

BSZ –0.01 –0.65

LOGZ 0.05 3.90***

ROA 0.1 6.41***

LEV –0.41 –3.32***

DIVD 0.38 2.44*

_cons 1.48 6.11***

FXY Included

R-squared 0.295

Wald chi2 2136.00

P-value 0.00

N 1,097

Note: *** p < .01, ** p < .05, * p < .1.

Table 5 exhibits findings from Model 2. The results 
display the interaction regression of cash holdings 
and Audit Committee financial expertise with fair 
value (Tobin’s Q) and demonstrate that this Model 
has a high level of significance at p < 0.001, suggest-
ing that the Model is fit and explains the variability 
in fair value (FV “Tobin’s Q”). The results presented 
that Audit Committee financial expertise (AFX) 
promotes the positive association between corpo-
rate holdings and fair value (Tobin’s Q) at p-value < 
0.01(coefficient = 1.84, t-statistics 3.32).

Table 5. Regression results for Model 2 
interaction effect of ACFX with CASH

Variable β t-statistics
CHs 0.71 2.31**
ACFX –0.20 –1.00
CHs*ACFX 1.84 3.32***
ACM 0.00 0.20
ACZ 0.013 0.24
BSZ –0.01 –0.74
LOGZ 0.06 3.80**
ROA 0.11 5.31***
LEV –0.51 –2.24***
DIVD 0.42 3.26**

_cons 1.46 5.78***
FXY Included

R-squared 0.294 
Wald chi2 7570.68
P-value 0.00
N 1,097

Note: *** p < .01, ** p < .05, * p < .1.

4. DISCUSSION OF RESULTS

The results of descriptive statistics on fair value, 
cash holdings, and Audit Committee financial 
expertise imply a strong scattering to the right, 

Table 3. Correlation matrix analysis

Variables 1 2 3 4 5 6 7 8 9 10

1. FV(Tobin’s Q) 1 VIF

2. CASH 0.29* 1 1.01

3. ACFX –0.05 –0.04 1 1.01

4. ACM –0 0.00 –0.06 1 1.04

5. ACZ –0.07 0.00 –0.07 0.16* 1 1.35

6. BSZ –0.06 –0.01 –0.02 0.10* 0.35* 1 1.25

7. LOGZ –0.20* –0.06 –0.02 0.12* 0.41* 0.37* 1 1.55

8. ROA 0.11* 0.05 –0.04 –0.01 0.02 0.10 0.04 1 1.02

9. LEV –0.31* –0.07  0.05  0.00 0.10* 0.05 0.28* –0.06 1 1.23

10. DIVD 0.13 0.01 –0.01 0.04 0.05 0.07 0.17* 0.02 –0.20* 1 1.14

Note: * Significance at the 1% level.
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which indicates that the values of certain com-
panies are significantly greater than those of 
others. The result also shows that Saudi Arabia-
listed companies hold almost 18% of their net 
assets in cash. To compare, this result is close to 
that found by Guizani (2017) of Saudi Arabian 
firms over 2006–2014 (14%), and Choi et al. 
(2020), who report the mean (median) for cash 
holdings in listed companies within the Korean 
market is almost 21% (11.3%). The regression 
results indicate a positive correlation between 
cash holdings and fair value, showing that 
greater cash reserves are linked to increased val-
ue. Such findings support the assumption that 
cash holdings increase fair value. These findings 
are consistent with those of Ha and Tai (2017) in 
Vietnam and Kusnadi (2011) in Singapore and 
Malaysia, who showed that cash holdings posi-
tively affect fair value. This positive association 
between cash holdings and fair value (Tobin’s 
Q) can be attributed to the fact that the sub-
stantial cash reserves enable companies to avoid 
the large costs of outside financing and provide 
them with the agility of profitable investment 
opportunities. This aligns with precautionary 
motives for higher cash as outlined in the trade-
off theory (Chireka & Moloi, 2024).

Furthermore, this capacity is indicated by a com-
pany’s cash reserves; a firm with substantial cash 
holdings is better equipped to generate cash flow 
from its business operations and is more capable 
of meeting its debt obligations and expenses. The 
result of the audit committee’s financial expertise 
claims that committees with diverse knowledge 
in finance and accounting reduce asymmetric in-
formation and agency conflicts between owners 
and managers. It is also supported by the argu-
ment that Audit Committee attributes promote 
fair value (Agyemang-Mintah & Schadewitz, 
2018) by monitoring the quality of financial re-
ports, which increases the investors’ trust in the 

health of a company’s financial position, which in 
turn, reflects on the rising of fair value (Bédard & 
Gendron, 2010).

The Regression results for Model 2 again confirm 
that corporate holdings are positive, with fair value 
(Tobin’s Q). These results explain that directors hav-
ing financial and accounting or auditing expertise 
on the Audit Committee improve the monitoring ef-
fectiveness of the company by monitoring the man-
agerial actions concerning the utilization of corpo-
rate cash, making the effect of cash holdings positive 
on the market value of equity. This result aligns with 
the view of agency theory (Habib et al., 2021; Asante-
Darko et al., 2018) and increases the value of firms 
(Masood & Shah, 2014). The presence of expertise 
in the Audit Committee improves its function and 
effectiveness as an internal control mechanism to 
monitor the financial reporting process, thereby sup-
porting financial performance (Raweh et al., 2021). 

These results are supported by the argument that 
internal governance mechanisms significantly in-
fluence the valuation of a company by affecting its 
cash reserves, where sound Corporate Governance 
systems constrain the entrenchment effect of man-
agers in the exploitation of excess cash for their self-
interests that increase agency problems, and maxi-
mizing fair value (Raweh et al., 2021). Conversely, 
the adverse effect on operational performance as-
sociated with holding substantial cash reserves is 
lessened in firms with effective governance prac-
tices (Jiang et al., 2023). For control variables, firm 
size (LOGZ), profitability (ROA), and DIVD are 
related to increasing fair value. Meanwhile, lever-
age (LEV) significantly affects fair value (Tobin’s Q). 
Other variables, ACM, ACZ, and BSZ, have insig-
nificant associations with fair value. Therefore, the 
results discussed above support the hypothesis (H1) 
that there exists a positive association between cash 
holdings and fair value, moderated by the Audit 
Committee’s financial expertise.

CONCLUSION

Managing corporate cash holdings is a complex and strategic decision that requires careful consider-
ation of the trade-offs between liquidity needs and fair value. In this regard, the current study analyzes 
the effect of corporate holdings on fair value by employing firm-level data from 175 companies listed in 
the Saudi stock exchange (Tadawul) from 2015 to 2023. The study employed regression analysis using 
robust standard errors to analyze the data. 
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The findings showed a positive effect of cash holdings on fair value with a coefficient of 0.63, which was sig-
nificant at less than a 1% significance level, reinforcing the perspective of motives of the transactions and 
precautionary for holding companies suggested by trade-off theory. The study also provides new evidence 
related to the interaction influence of cash holdings and audit committee financial expertise on fair value. It 
was found that financial expertise in audit committees, with a coefficient of 1.84, significant at less than a 1% 
level of significance, strongly enhances the association between corporate cash holdings and their market 
value. Further, internal governance, like Audit Committee Financial Expertise, positively influences the as-
sociation between cash holdings and fair value (Tobin’s Q). Moreover, although the results have shown the 
effectiveness of the Audit Committee’s financial expertise in promoting the effect of corporate holdings on a 
firm’s value, other corporate governance mechanisms recorded insignificant results with fair value.

This study provides practical value for potential stockholders, investors, policymakers, and managers. It 
indicates that directors and managers should consider both costs and benefits when setting up and de-
veloping cash management strategies. Thus, this study also provides valuable insights for Saudi capital 
market authority regulators and companies’ management in improving corporate governance practices. 

It is important to emphasize that the explanatory variables used in this study were limited. Other ele-
ments, such as the internal auditing function and adherence to Islamic Shariah, could also influence the 
decisions on cash holdings. Therefore, future research could explore the influence of Shariah compli-
ance on corporate cash reserves and fair value, which may not be generalized for the financial sector in 
the same market and capital markets with different institutional standards. 
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