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The Influence of Cash Holdings on Enterprises’ Financing Ability
CHENG Guo, HUANG Yuan-li

Abstract: Agency cost brought from the firm size is chosen as an angle to analyze the relationship between cash-holding be-
havior and the enterprise’s financing ability from banks. The results show that cash-holding behavior has two opposite-direction
influence on enterprise’s financing from banks. Proper amount of cash holdings can help enterprises get loans from banks.
However, as the firm size increases, so does the information asymmetry, which will lead to the high monitor cost and cash a-
buse. In this sense, cash holding will have negative influence on the enterprise’s financing from banks. As for the access to
bank credit, enterprise scale is not the bigger the better, but there exists a most suitable size for the commercial bank credit.
Key Words: cash holding behavior; agency cost; firm size; the ability of financing; the nature of property rights; cash flow;
cash holdings
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