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Analyzing the Relationship between Accounting Conservatism and
Cash Holdings and its Impact on the Quality of Accounting Profits: An
Empirical Study on listed Firms in the Egyptian Stock Exchange.

Dr.\ Shereen Shawky El-Sayed El-Mallah
Lecturer, Departmentof Accounting
Faculty of Commerce- Banha University

Abstract:

The Objective the Research: To analyzing the relationship between accounting

conservatism and cash holdings and its impact on the quality of accounting
profits: an empirical study on listed firms in the Egyptian Stock Exchang
(EGX 50).

Design and Methodology: The empirical study was conducted on a sample
composed of (32) listed firms in the Egyptian Stock Exchange (EGX 50),using
the content analysis method in the examining of the companies annual reports of
during the period from (2016) to (2018), with a total of (96) observations, to test
the research hypotheses which reflect the relationship between accounting
conservatism and cash holdings and its impact on the quality of accounting
profits,using a set of statistical methods are Pearson correlation coefficient and,
multiple regression model.

Results and Recommendations:The results of this research indicate a positive
significant relationship with between the accounting conservatism and cash
holdings ,Also there is positive significant relationship with between accounting
conservatism,cash holdings and total accruals, which means that is negative
significant relationship between accounting conservatism,cash holdings and
earnings quality, On the basis of this, the researcher recommends that the
Financial Supervisory Authority determining a specific level of cash holdings for
companies as a conditions for registration in the Egyptian Stock Exchang and
obligate the listed companies to disclose the level of cash holdings and the
reasons and justifications for increasing or decreasing from this level.

Authenticity and Addition: The current research provides contribution and
addition a modest to the current researchs in this field by analyzing the
relationship between accounting conservatism and cash holdings and its impact
on the quality of accounting profits, an empirical study on listed firms in the
Egyptian Stock Exchang (EGX 50).

Keywords: Information Asymmetry - Agency Costs - Accounting Conservatism
- Cash Holdings - Earning Quality - Total Accruals.
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.Transparent dgles ST (sS ~LyY) asa
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tAgdalail) Ayl [o

Bygdiiall libull aladinly mgdll HLEAY Ll Luh ehal Gl e ghall s Jolin
Al alia Yl ralaall aintll oy A8 apaaal by Dyendll dempsdl 6 Ayl SN
Jaaig Content Analysis (ssisall dodad bl aladil daalad) 7 LY 5asa e Lajil
fh Lo Ganll (g b HLiaY Lagadaill duhall cilasia




tdfal) dse g aalaal [0

Syidll DA ety A peaal) daygll 6 dapaall SASE (o degana b Aubal) gaine Jid
4 o pl) Tadg disall 3aa3 23 285 (Yo VA) ale s (Y4)1) ole (e
Al 358 s (EGX 50) hsmdl iise (o dayre SN (05 o =
eyl 558 DD Gkl (e <20 Dugiad) ol jils -
Ll ll Aals Al (e 4l Ll il g U Slaind
Al 58 A plad caiia 38 ulall Jae oIS o YT -

(Yo17) ale cre 5yl JNA 4555 (TY) sae 5Lasl o3 (LSS giladl Lug yil) (3l ass
(Y VA) e s

Sy 32 Ay 4] a0 (53 g Uailly isal) S5 a0 (1) o8y I Jpandl ey
el aas s ) g Uad S

g Uadl) daudal by il iy 230 riaga (V) oy Jgia

&M\ eu\

Al 3)lse g lad )

.Q_\)l:\.wj chl.ua Ql;l’i.aj Giladd tu:é -V
(i) elul) dalle lead g Y

.L"_ilta})ﬁm‘g :\:mcj tu:ﬁ —¢

Agaly dpaaa dley g s -0

hylaall gl =1
Clslesl g Us -V

Apaddy daliie cilaiie g U —A
el dlgag andall ¢ U -9
.Q\yb.a:l\ tu Y

.4:15)3} 2\;\:\.“: &LLE -\
Ay

_\’o_



ralibyd) Ao Jgandl jalaa Y/o

AW ulilly piledl) Jalas e dgbal Al Lo D) bl pes A Balll i)
Ag SN adlgall b Bypialy (Y0)A) ale ia (Y017) ale 00 553l DS Al Jae clS)al
Glaglead) ;21 yime 385 & aBsay WWW.EOX.COM.EY A ymaal) diagill aBgay «ilS, il
www.mubasher.info. il closles aises (WWW.egidegypt.com

ta)dl) Cfpiia ¥[0
Bagay Aol Jalialy velaal) Jadasll AR sty Adadyall duall Ciasie Jiam
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:Accounting Conservatism slaal) Jaasl) -
Aol ) Al Bsaad dfgudl daidll zigar o oulaall Tadanl) (Wbl b Ealll Cirdic)
(Beaver & Ryan, 2000) 4.3 sills Market to Book Ratio (MTB) 4.SLdl (3saal 4 )
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CASHit= o + B1 (MTBit) + B2 (SIZEi) + B3 (LEVi) + B4 (ROAi) + B5 (NWCi)
+ B6 (CFOir) + &it.
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EQi= Bo + B1 (CASHi) + B2 (SIZEi) + B3 (LEVi) + B4 (ROAK) + Bs (NWCi) +
Bes (CFOiy) + €it.
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(1) Bl (i) AS5a0 dualaddl Z LY B3 1l el EQu
(1) ) & (i) Al Aol BalisaY) s Jiiwal) juiall :CASHi
el £ L) Basay palaal) Jadat) s AN & 3gall

EQi= Bo + B1 (MTBit) + B2 (SIZEi) + B3 (LEVit) + B4 (ROAW) + &it,
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Tests of Normality dwpall cipaial bl il LIS (V) o Jgaa

One-Sample Kolmogorov-Smirnov Test
Asymp.Sig.(2-tailed) | Kolmogorov-Smirnov Z Jand) .

.000 .268 96 MTB
.000 195 96 CASH
.088 .084 96 TACC

| .000 178 96 SIZE ||
011 105 96 LEV
.000 185 96 ROA
.200 .070 96 NWC

| .000 182 96 cFo |
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Lad) b Sl alahall ae 0l BliaY) (g Jawsie 43lhasg (Y VA) ple i (1) 0,0)
(79) sy (Y o) Acaadl) Ay o(Z0),0¥) coady (Yo OV cD) Ao 2 Dyl
Alal) cliat el Aty cdahyal) 8,58 A (YY) 5 (AYY) G b (Y A ¢ oadla)ialyag
S (7E0N) A minls (Y1) ale (& (X8),8)0lS s Lad)al 358 IS Jacsgiall 53l Jaadls
Al cpiall Aol L Auhal) 558 DA duladll 7 LY 3sa Galids) e Las (Y4 VA) ble
G (YoVA) ale b alded ool il @IS Joaal Jlaa) radal) aijle ol dacgia oy 32
S (YA e B (4),1) A deay s Al dadll) ds 0 Jagie (aids) WS ¢(3,18)) &b
il s (YOI A) ale 8 Jea) Ao ailed) Jaeal deailly Led lagia o S50 cuiia s
N (Y17) ple (8 (7)9) e dualall Jd) Gy Bla 8 paliail @llia o LaS ¢(7)),7)
dad J8 cosly G dgl ) Aol clianll 8 aleds) @l NSy (Y4 VA) ale 8 (Z)A)

(Y VA) ale 8 (77)

:oag Al JLs) il Julas ¥ [e o

Aliedl) lyaial) o A Jani¥ly Bli¥1 ulad elal a3 Canadl (ag b Aaa LasY
ke (Zaid, 2015) (SPSS) diluasy! abll daja alasials Ayl z3las & dalall clyuitally
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Al cyaial Pearson Correlation Jalay) ddsaaa (1) ad) Jgas

Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation

Sig. (2-tailed)
Pearson Correlation

Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)
Pearson Correlation
Sig. (2-tailed)

*. Correlation is significant at the 0.05 level (2-tailed).
**_Correlation is significant at the 0.01 level (2-tailed).

Lianl) (e IS G dogins AN ldy Al Byl ABe d9ag (1) o) Jsaall o o
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ralaal) Jaaanl) ca dlag) Lol ADle g aalaall Baailly 48y cfpaiall duwilly
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(realaal) aaaTY Gy digina AN S iy Alag) Bl ABe aagi 1Y) sl JLas) -
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ds¥) Zisaill aneial) adl) jlaatN) Jalas (V) by Jga>

CASHirgll _iial

Aoldl) faay) cdlalaa Jouldll o jfaal) cdlalaa A il
Standardized Coefficients | Unstandardized Coefficients
Beta Std. Error B

0.085 0.296 (Constant) jlaady) culd
0.121 0.023 0.161 MTB (rulaal) Jaaal)
-0.226 0.026 -0.186 SIZE 45l aas
0.639 0.091 0.679 LEV 4alla) dad)yl)
-1.066 0.178 -1.026 ROA (sl o aslall
0.816 0.107 0.856 NWC dalal) Jlal) iy ila
0.791 0.112 0.831 CFO dlséal) duaai) eulabaty)
84 = R asial) By Julaa
71 =R? yaadl) Jalaa
.69 = Adjusted R Square Jaxall paadl) Jalea
35.765 = Cubill Julat Jgia (e dadiuall F dad
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Biddle Gary C et al., 2012 ¢Y )1 ¢ sie Y0V Acpuyan) (a0 J-S Al 1 (G4
-(Al Amri et al.,2015

A padl) o Jlaad¥) gisal Aelua (Sas

CASH = 0.296 + 0.161 (MTB) -0.186 (SIZE) + 0.679 (LEV) -1.026(ROA) +
0.856 (NWC) + 0.831(CFO).
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Standardized Coefficients | Unstandardized Coefficients
Beta Std. Error B
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