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The moderating role of managers’ ability on the relationship
between profit management and the amount of cash holdings of
companies

Ali Gheysarpanah!

Abstract

One of the important issues in financing literature is to examine the amount of cash reserves of
companies, which is influential in the decision-making of company management. In inefficient capital
markets, keeping cash is an advantage in order to increase investment opportunity and brings
opportunity cost to the company. The main purpose of the research is the relationship between profit
management and the level of cash retention with emphasis on the moderating role of management
ability in Tehran Stock Exchange, in this regard, the level of cash retention is the dependent variable
and the profit management is the independent variable. Management ability is also a moderating
variable. Based on this, the data of 132 active companies in the Tehran Stock Exchange between 2014
and 2018 have been selected as a research sample. The hypothesis testing method is correlation and
multiple regressions. The results of the research showed that there is an inverse and significant
relationship between profit management and the level of cash retention, and management ability also
reduces this relationship.

Keywords

profit management, cash holding level, management ability
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