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Representativeness Heuristic and Cash Holding Decisions .
An Empirical Study Based on the Panel Data of China’s A-share

Rule-breaking Listed Companies
MA Guangqi, CHEN Xuemeng

(School of Economics and Management, Shaanxi University of Science and Technology, Xi’an 710021, China)
Abstract; From the perspective of behavioral finance theory, aiming at the phenomenon of “high cash holdings” and the frequent
occurrence of illegal behaviors of listed companies in China,this paper makes an empirical analysis on all A-share listed compa-
nies with illegal behaviors from 2012 to 2018, trying to reveal the influence mechanism of “representativeness heuristic” of com-
pany managers on cash holding decisions. The results show that the manager’s “representative heuristic” can significantly in-
crease the level of cash holdings of listed companies in the next period. The promotion effect of the manager’s “representativeness
heuristic” on the level of cash holdings can be realized through the increase of related party transactions. The adjustment mecha-
nism test shows that under the influence of the external market environment, the manager’s “representativeness heuristic” has
gradually weakened the promotion effect of the level of cash holdings.

Key Words: behavioral finance theory; representativeness heuristics; level of cash holding; rule-breaking listed companies; monetary

fund; transactions between related parties
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