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<E 8> S, H2U|2} Muusel peA o App
of Fr AAFEAL0I0] thake] 7 WMol et 7S EA(ARH AP, AAFLS ABulge 2
Mo 45Ra % 7 wepd Auge] W@ ERRE] oh), AU ReEe Aaw 2t 4
] A FAL ) e pearsondALE ST 2 HTEFS, Wi 4
A AT ook Ao S HEwze] wAdA U Biolx HUE Ferolt Cr @]
$ SE PR, TFAE 5382275, RDSE Txvlﬂ SGR¥ 4#713], CF= 838, VCF= d&
59 WEA, NWCE tAlf+5A4, LEVE HA4]& DIVE Hld E‘X]T;L, FEX+= FAA &, CEX+= AHEA|
%, NDI+= #3238 NEI+= &524248 Cde AdE7)ddy], Lde 4371 evlolt)
NEEA EET e *éUétﬂ?-‘ll E EwT
SN 2 F 2% 834 4 LEAE ws g
R P 9 =9 =9 B2e (p-value) “Z&&A
0.3 14 3.9 14.4 70.86""
0 —
coe 50 &l 031 4] 381 [105] (< 0000
174 174 175 175 1.12 0.00
S 17412 0700 0711 0721 0721 (0.261)
16.5 164 164 16.1 -9.95"" -0.10"™"
TEA 163 14 621 [1621 0617 [60] (< 0.000)
0.6 0.7 0.8 1.0 775" 0.05™"
o)
RDSG6) 08 26 0021 1006 [007] [012] (< 0.000)
SGR(%) 6.3 377 5.3 6.4 7.2 84 3.46 0.02

[5.3] [5.6] [6.3] [7.2] (0.001)
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CFG6) 37 92 811 [90] [100] [115] (< 0.000)

5.3 5.2 5.0 54 0.928 0.05™
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veree o2 o [3.7] [3.9] [3.9] [4.1] (0.353)
NWC%) 09 244 =79 -04 4.0 7.8 27.83 0.11

[-74]1 [-00] [41] 821 (< 0.000)
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Cit = a+BiSit + B:TFA; + BsRDSit1 + BsSGRip1 + BsCFiv-1 + BsVCFi 1
+ BINWCit 1 + BsLEVie1 + BaDIVie 1 + B1oCEXit 1 + BuCdie + BioLdic + e

@ C @3ug, St ANFE, TRAS §822HF%, RDSE $4713), SGRE 44713, CFe d358,
VCF: 7559 WEA, NWCE dASE54, LEVE $Au&, DIVE Wga343, CEX: AEA%, Cd
ul Lde Aridgnlolt) zk 4 2goq AArRe} F AR = ARaAT) =
oF T WigE MER XA 183 I AAGFY EE s White(1980)0l] whe} o] 24Hd (heteroskeda—
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Cross—section LS Panel EGLS Censored(Tobit) LS
-1 (2)-2 (2)-3 (2-4) (2-5) (2-6)
s 52407 164477 23007 11.746™ 26427 15979
ere (259 (9.21) (544)  (51.70) (187  (1298)
. -0.136 0.018 0.048
(-1.15) (0.67) (0.549)
~0.657"" ~0.455™ -0.633"
TEA (-6.19) (-29.48) (-8.82)
RDS 0248 0.207" 0.088™  0.086™" 0.091" 0.079°
(238 (2.07) (5.13) (4.63) (1.82) (1.74)
SCR 0014 0022 0.001 0.001 0.002 0.001
(153)  (253) (0.88) (1.22) (0.61) 0.27)
R 0120 0.074™ 0.068™"  0.054"™ 0.103™  0.077™"
(387)  (255) (1877) (2397 (657) (5.08)
VCF 0.110""  0.108™ 0.038™ 0021 0.061""  0.064™
(354)  (346) (12.43)  (17.04) (2.95) (3.17)
0.043™ 0.031"" 0.036"
Nwe (550) (12.22) (6.98)
~0.080"" -0.047" -0.065""
LEV (-9.71) (-23.94) (“1158)
DIV 03727 0.270 0.179™  0.169™ 0.181° 0.128"
(2190 (1.63) (6.78) (7.97) (2.22) (1.78)
CEX -0.054"  -0.034 -0.015™  -0.012" -0.031""  -0.022""
(-2.07)  (-151) (-353)  (-345) (-345)  (-273)
cd ~1.020  -0.054 ~0.768™  ~0.060 -1.315™ 0113
(-242)  (-012) (-556)  (-0.58) (-4.03) (0.35)
Ld 0.608  1.002° 0633 1125 0645 1.344™
(2000 (363) (6.26) (14.84) (2.83) (6.60)
AET NO NO NO NO NO NO
N 2,336 2,336 9,344 9,344 9,344 9,344
Adj. R? 0.101 0.155 0.178 0.264 - -
F-statistic 2734 4386 203.03™"" 33567 3821 64.89™

) T3k t-statistic(Cross—section LS 2 Panel EGLS) % z-statistic(Censored(Tobit) LS)e]H, ™,
= FAAGTE 1%, 5%, 10%04 2+ 218 ¢0L on] g
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The Changes and Determinants of
Cash Holdings of Korean
Manufacturing Firms

Dong-Ryung Shin*

abstract

This study examines the changes and determinants of cash to assets ratios(cash ratios) by
analyzing 14,016 Korean manufacturing firms sample for the period of 1999~2004. The major
findings can be summarized as follows. First, the average cash ratios for Korean manufac-
turing firms have increased from 4.7 percent of 1999 to 5.2 percent of 2004. In addition, the
average cash holdings per firm also have increased from 4.3 billion Won to 8.0 billion Won
during the same period. However, the capital expenditures relative to cash ratios or operating
cash flow have decreased significantly, confirming the notion that physical investment of
Korean manufacturing sector has been shrinking recently. Second, in regression tests with
panel data, the coefficients of target adjustment variables show the expected negative signs,
but coefficients of the deficit of fund variables show the unexpected positive signs. Thus, the
evidence seems to be supportive of static tradeoff model of cash holdings. Third, in regression
tests to find the determinants of cash ratios, most of the variables show similar results as the
previous studies. However, in terms of adjusted coefficient of determination and F-statistic,
the firm-characteristic variables suggested by static trade-off theory have more explanatory

power than the variables suggested by pecking order theory.

Keywords : Cash to Asset Ratios, Static Tradeoff Theory, Pecking Order Theory, Determinants of
Cash to Asset Ratios
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