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ABSTRACT 
The study examined the effect of cash holdings on financial performance of quoted 

manufacturing companies in Nigeria. The population of the study consisted of 21 consumer 

goods firms quoted on the Nigerian Stock Exchange as at 31st December, 2018. The study 

relied on secondary data sourced from the annual reports of the quoted consumer goods 

firms. Descriptive statistics was done using Statistical Package for Social Sciences (SPSS). 

Multiple regression analysis was employed in hypotheses testing. The study finds a strong 

negative relationship between cash to book value of assets and net profit margin. Cash to 

book value of assets has no significant effect on net profit margin (NPM) (p<0.5); There is no 

significant effect of cash to book value of asset on gross profit margin (GPM) (p<0.5);There 

is no significant influence of cash to book value of asset on Tobin’s Q (p<0.5). The study 

recommended that management should set proper exit strategies (contingency plan) for a 

high conservative cash management; firms should set a time horizon to encourage them to 

return to direct financing and optimization of cash holding reserves should also be 

encouraged. 
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1.0 INTRODUCTION 
The global financial crisis of 2008 had a negative impact on most financial institutions' 

economic activities around the world, and most non-financial institutions had to tighten their 

funding policies owing to financial constraints. As a result of the loss of financial 

intermediary functions by financial institutions, the Nigerian capital market and many other 

capital markets are rapidly shrinking. Despite the available investment prospects, several 

Nigerian enterprises were unable to acquire finance from the financial markets. 

Manufacturing firms, particularly those in the consumer goods industry, have a substantial 

market share in Nigeria and West Africa. The sector also carries out large production 

activities which impacts performance and volatility of cash holding hence there could be a 

high propensity for these firms to engage in more use of cash. There has been a notable 

increase in corporate cash holdings levels within the last decade in Nigeria. Studies have 

shown that Nigerian companies are holding excessive cash for reasons that include unstable 

political climate, planned offshore investments, anticipated future investments and 

acquisitions and labor unrests (Fodio, 2009; Ogundipe, Ogundipe, & Ajao, 2012; Amahalu & 

Ezechukwu, 2017). Other reasons include anticipated peak selling season, fluctuating interest 

rates at banks, and increased capital needed to fund expansion plans into other countries. 

Hence, the problems tackled in this study are in three folds. Firstly, the relatively lack of 

empiricism on effect of cash holding on financial performance of Nigerian firms, as existing 

studies which investigated the link between cash holding and financial performance focused 

mostly on developed economies (Ozkan & Ozkan, 2004). However, for poor countries like 

Nigeria, there is a scarcity of study in this field. Furthermore, the impact of cash holding 

varies depending on business characteristics; so, while it may have a good impact in certain 

cases, it may have a detrimental impact in others (Akinyomi, 2014). Second, Ferreira and 

Vilela (2004) provided a theoretical framework for cash holding; others, such as Banafa, 

Muturi, and Ngugi (2015) in Kenya and Amahalu, & Ezechukwu (2017) in Nigeria, focused 

on returns on assets and returns on equity. There are other performance indicators, such as 

net profit margin (NPM), gross profit margin (GPM), and so on. It is therefore important to 

investigate the effect of cash holding on performance while considering other performance 

indicators. Thirdly, earlier research, such as Pinkowitz, Stulz, and Williamson (2006) and 

Hofmann (2006), focused on non-financial enterprises in foreign countries, whereas Fodio 

(2009) in Nigeria randomly sampled all manufacturing firms in Nigeria. Furthermore, 

Amahalu and Ezechukwu (2017) only looked at publicly traded insurance businesses. 

However, no research has been done on individual manufacturing companies in Nigeria's 

consumer products sector. As a result, there is a gap in research on the impact of cash 

holding on the financial performance of listed manufacturing companies in the Nigerian 

stock exchange's consumer products sector. Thus, the study fills an empirical gap from 

tackling the above specified problems and investigating the effect of cash holding on 

financial performance of quoted manufacturing companies in the consumer goods sector of 

Nigeria.   

Objectives of the study  

Based on the above research problem, the main objective of this study was to ascertain the 

effect of cash holding on financial performance of manufacturing companies in the consumer 

goods sector quoted on the Nigerian Stock Exchange. The specific objectives of the study are 

as follows, to: 

1. Ascertain the effect of cash to book value of asset on Net Profit Margin (NPM).  

2. Examine the effect of cash to book value of asset on Gross Profit Margin (GPM).  

3. Determine the effect of cash to book value of asset on Tobin’s Q.  
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      Research Hypotheses  

The following hypotheses were formulated to guide the study. They are stated in the null 

form as follows:  

1. Cash to book value of asset has no significant effect on Net Profit Margin (NPM).  

2. There is no significant effect of cash to book value of asset on Gross Profit Margin 

(GPM).  

3. There is no significant effect of cash to book value of asset on Tobin’s Q.  

2.0 REVIEW OF RELATED LITERATURE 

Conceptual Framework  

Cash Holdings  

Although quick improvements have greatly enhanced our understanding of the determinants 

that drive firms' cash holdings, Benoit (2004) remarked that the literature has paid little 

attention to whether cash policy has a real effect on firms' day-to-day operations. A company 

with a large cash reserve can use it to fund competitive tactics. A robust balance sheet can 

also be used to harm rivals' bottom lines and prospects through aggressive pricing, according 

to the report. A company's cash reserves can be used to fund a variety of different 

competitive policies, such as the location of stores or plants, the development of efficient 

distribution networks, advertising targeted against rivals, or even the employment of more 

productive workers. From a different perspective, the study concluded that a firm’s stock of 

cash can signal the possibility of aggressive behavior, thereby distorting competitors’ actions 

in the product market. Accordingly, one can view cash holdings as a preemptive device that 

may affect, for instance, rivals’ entry or capacity expansion decisions (Benoit, 2004).   

Financial Performance  

This is the monetary measurement of the outcomes of a company's plans, policies, and 

activities. The firm's return on assets and return on investments reflect these outcomes. 

Financial performance is a subjective indicator of a company's ability to earn revenue from 

its principal way of operation. Revenues from operations, operating income, cash flow from 

operations, and total unit sales are all used to calculate it. The analyst or investor may want 

to dig deeper into the financial records to check whether there are any lowering debt rates or 

margin growth rates (Leah, 2008). 

Net Profit Margin (NPM)  

Net profit margin measures the effectiveness of the economic unity in using its revenue to 

generate profit especially manufacturing. Net profit margin is one of the most important 

indicators of a company’s financial health. By tracking increases and decreases in its net 

profit, a company can assess whether current practices are working and forecast profit based 

on revenue.   

 Net Profit Margin  =  Net profit after tax/Revenue  

Gross Profit Margin (GPM)  

The difference between revenue and cost of goods sold divided by revenue is the gross profit 

margin. The gross profit margin is a profitability metric that compares a company's capacity 

to provide a product or provide a service to its competitors. As a result, a company's 

operating expenses cannot be met without a sufficient gross margin (Kenton, 2019).

 `Gross profit margin = Gross profit/Revenue  
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Tobin’s Q  

Tobin’s Q is the ratio between a physical asset’s market value and its replacement value. The 

ratio has considerable macroeconomic significance and usefulness, as the nexus between 

financial markets and markets for goods and services.  

Tobin’s Q is calculated as:  

Equity market value + Liabilities market value 

Equity book value + Liabilities book value 

Cash holdings and Firm Performance  

The strategic aim in any business is to bring value to shareholders by improving the firm 

performance. The strategic setting in any business or industry is to create competitive 

advantage for the firm compared to competitors. A firm capable of creating competitive 

advantage will need cash to for it.  

Cash Holding and Net profit margin  

Availability of cash allows firms to take advantage of the moment. Firms can make 

profitable investment deals that have a huge impact on their continuity whether for 

restructuring purposes or for taking advantage of new opportunities. On the other hand, the 

cash holdings decision must be sound, thorough and logical in order to avoid the negative 

impact of holding too much cash (Elkinawy & Stater, 2007).  

Cash Holding and Gross Profit Margin  

When measured by return on assets, Frésard (2010) discovered evidence that enterprises with 

more cash than their competitors achieve superior performance and profitability. As a result 

of expanding corporate cash holdings, the study found that a firm's market share increased 

faster than that of its competitors. Because it is dependent on dividend payment decisions as 

well as increases in the price of shares, the gross profit margin (GPM) does not represent the 

amount of cash returns to investors. 

Cash Holding and Tobin’s Q  

In a perfect Modigliani-Miller world, holding large amounts of cash is irrelevant because 

companies can easily go to capital markets to finance their profitable investment projects at 

negligible transaction costs. However, many international studies show that companies 

maintain important cash holdings. For example, Kalcheva and Lins (2003), find that 

companies hold on average 16% of their total assets in cash or cash equivalents, Ferreira and 

Vilela (2004) find an average cash ratio of 15%, and Guney, Ozkan and Ozkan (2003) 

observed an average cash ratio of 14%. Tobin’s Q is a widely used proxy for operating 

performance in studies of corporate governance.  

Theoretical Review  

Agency Theory  

Agency theory paradigm was first formulated by Stephen Ross in the 70s (Ross, 1973). It 

was first associated with agency costs by Jensen and Meckling (1976). The theory assumes 

that the interest of Principals and agents diverge and both seek to maximize their interest. 

Shareholders are interested in maximizing wealth while managers may succumb to self 

interest and unless restricted from doing otherwise, would be interested in protecting and 

enhancing their pay and perk. The theory also assumes that managers have better access to 

information about entity’s position vis-à-vis shareholders. This implies that agents have 

private information which the principal cannot gain access without cost. Agency theory 

relates to this study as it tries to resolve two problems that usually occur when one party (the 

principal) delegates work to another (agent). The first problem is the conflict of goals 
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between the two parties as well as the costs incurred in reducing the discrepancy. The second 

problem is sharing of risk, which arises when there is discrepancy in the risk preference of 

the two parties. 

Pecking Order Theory  

The Pecking order theory is credited to Myers and Majluf, (1984). The assumption of this 

theory is that firms finance their investments primarily with internal funds, then with debt 

and finally with equities. It is used as a buffer between retained earnings and investment 

needs. Under this theory, the cash level would just be the result of the financing and 

investment decisions. According to this theory, issuing new equities is very costly for firms 

because of information asymmetries. Thus, firms finance their investments primarily with 

internal funds, then with debt and finally with equities. When operational cash flow is high, 

firms use them to finance new profitable projects, to repay debts, to pay dividends and finally 

to accumulate cash.   

2.3      Review of Empirical studies  

The study reviewed the following empirical studies: 
 

Amahalu, and Ezechukwu, (2017) assessed the extent at which cash holding affects financial 

performance of quoted insurance firms in Nigeria. Ex-post facto research design and time-

series data were adopted and the data for the study were obtained from annual reports and 

account of the quoted insurance companies under study. Pearson coefficient of correlation 

and multiple regressions were applied for the test of the three hypotheses formulated with the 

aid of STATA 13 statistical software. Findings showed that cash holding (proxy by cash to 

total book value of assets and cash) has a positive and statistical significant effect on 

financial performance (proxy by Return on Asset, Return on Equity and Tobin’s Q) at 5% 

significant level. Based on these findings, the study recommends among others that insurance 

companies should adequately manage how they re-invest their resources so as to prevent any 

form of mismanagement of resources that can guarantee their existence in business.  

Kimunduu, Mwangi, Kaijage, and Ochieng, (2017) evaluated the effect of cash holdings on 

the relationship betweenfinancial performance and dividend policy. The study applied 

positivismresearch philosophy and descriptive causal research design. The study was 

anchored on hypothetical view that the relationship between financial performance and 

dividend policy of firms listed at the Nairobi securitiesexchange is not intervened by cash 

holdings which was tested against asample size of 31 firms listed at the Nairobi securities 

exchange selectedusing purposive sampling technique. Pearson coefficient of correlation and 

multiple regressions were applied for the test of the three hypotheses formulated. The 

research findings were as follows:There was a significant direct association between 

operating cash flows and dividend policy which was intervened by cash holdings. In general 

it wasconcluded that the link between financial performance and dividend policyof firms 

listed at the Nairobi securities exchange was significant.   

Ayegbusi and Akinlo (2016) investigated the impact of cash holdings on corporate 

performance in Nigeria. In order to analyze the data, the study uses the generalized method 

of moments. The estimation results reveal that having cash on hand has a significant 

favorable impact on a company's performance. Furthermore, the findings show that cash 

flows, growth possibilities, size, and net working capital have a negative impact on company 

performance, whereas debt repayment has a favorable impact. 

Shipe (2015) examined the volatility of Cash Holdings and Firm Value in Florida, USA. 

Pearson coefficient of correlation and multiple regressions were applied for the test of the 
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three hypotheses formulated. The study found that the more volatile a firm’s cash holdings, 

the higher its firm value. Result from the correlation analysis revealed that the correlation is 

more pronounced in smaller firms, younger firms, and firms in high tech industries. The 

findings are robust when controlling for the level of cash holdings and cash flow volatility, 

among other factors. The positive connection between cash holdings volatility and firm value 

is consistent with the need for active management of cash. Based on the findings, the study 

recommends that specialized managers who actively adjust the amount of cash holdings help 

enhance the firm value more than generalist managers, consistent with the idea that 

specialized management has a better understanding of the firm’s cash needs.   

Abushammala and Sulaiman (2014) examined the effect of cash holdings level on firm’s 

profitability. The study ignored the intermediating effect of cash holdings. A sample of 65 

firms listed at the Amman stock exchange and which were non-financial based were selected 

for the study for a timeframe of twelve years from 2000 to 2011. Simple regression models 

were used for data analysis. It was established that there was statistically positive significant 

influence of cash holdings on profitability of the firms. It was shown that progressive 

financial performance of a firm is connected to maintenance of cash balances by the 

management. This study recommends that future researches find out the suitable strategies 

related to cash holdings. Furthermore, the study helps firms hold the percentage of cash, 

which lead to efficient financial performance.  

3.0 METHODOLOGY 
The study used ex-post facto research design. The population of the study comprises twenty 

one consumer goods firms quoted on the Nigerian Stock Exchange as at 31
st
December, 2018.  

Therefore, the sample for the study was made up of 20 consumer goods firms quoted on the 

Nigerian Stock Exchange as at 31
st
 December, 2018. Simple random sampling technique was 

employed in selecting the sampled firms. The study relied on secondary data obtained from 

annual financial reports and accounts of the sampled companies. The study employed 

descriptive and inferential statistics in analyzing the data for the study. Statistical Package for 

Social Sciences (SPSS) was used in Descriptive analysis of data. Inferential statistics were 

done using Multiple Regression. 

Model specification:  

NPM   = β₀ + β1 CBVA + β2 FL + β3 FS + u1…………….………. (1)  

GPM   = β₀ + β1 CBVA + β2 FL + β3 FS + u1…………………….. (2)  

TQ = β₀ + β1 CBVA + β2 FL + β3 FS + u1…………………….. (3)  

Cash holding:  
Cash holding was proxied by Cash to total Book Value of assets (CBVA). Cash to book 

value of an asset is the value at which the asset is carried on a balance sheet and calculated 

by taking the cost of an asset minus the accumulated depreciation.  

CBVA 
Where:  

=  CCE / TBVAt 

CBVA = Cash to book value of assets  

CCE = Cash and cash equivalent  

TBVA = Total book value of assets  
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Table 3.6:    Variable Definitions and Measurement  

VARIABLE  ACRONYM  MEASUREMENT  

DEPENDENT: 

Financial performance:  

Net profit margin  

 

 

NPM  

 

 

Ratio of earnings before interest, tax, and 

depreciation to revenue  

Gross profit margin  GPM  Ratio of gross profit to revenue  

Tobin’s Q  TQ  Measured as the ratio of market value of equity 

plus market value of liability to book value of 

equity plus book value of liability.   

INDEPENDET: 

Cash Holding:  

Cash To Book  

Value Of Asset  

 

 CONTROL: 

Firm Leverage  

 

 

 

CBVA  

 

 

FL  

 

 

Cash and cash equivalent over total book value 

of assets  

 

 

Measured as the ratio of debt to equity as at the 

year end.  

(Debt/Equity)  

Firm Size  FS  Natural logarithm of Revenue   

Source: Authors’ Compilation (2019) 

Decision Rule  

The decision rule is based on the significance of the computed t-statistic from the regression 

output. If the p value of thet statistic < .05 (the chosen alpha level) the null hypothesis is 

rejected; and, the variable is postulated to have a significant effect.  

4.0 DATA PRESENTATION AND ANALYSIS 
This chapter deals with the analytical procedures employed in the study in order to validate 

or refute the propositions. The chapter is sub-divided into three sections as follows: The first 

section presents the univariate properties of the data, basically the mean and standard 

deviation, as well as the correlation results of the independent variables. The second section 

presents the results of the hypotheses test, and the last section discusses the findings 

emanating from the study.  

Descriptive Statistics  
 Table 4.1: Descriptive statistics of independent variables 

  Descriptive Statistics    

 N   Minimum  Maximum  Mean  Std. Deviation  

Leverage  140  .00000  12.95956  .4362295  1.51183411  

CBVA  140  .00000  60.16489  .7425347  5.48104164  

FS  140  7.84  11.68  10.4201  .96051  

Valid N (listwise)  140       

Source: SPSS ver. 23. 

The table above shows the summary statistics for the independent variables. CBVA which is 

representative of cash to book value of assets shows a mean value of 0.743 on a scale of 0-

1and a standard deviation of 5.481. Also, Leverage shows a mean value of 0.436 and a 

standard deviation of 1.512. Finally, Firm size which is the natural logarithm of revenue 

shows a mean value of 10.42 and a standard deviation of 0.961. 
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Table 4.2: 
 

Correlation of independent variables    

  Correlations    

  CBVA  FS  Leverage  

CBVA  Pearson Correlation  

Sig. (2-tailed)  

1  

 

-.230
**

 

.006  

-.028 .744  

 N  140  140  140  

FS  Pearson Correlation  

Sig. (2-tailed)  

-.230
**

 

.006   

1  -.431
**

 

.000  

 N  140  140  140  

Leverage  Pearson Correlation  

Sig. (2-tailed)  

-.028 .744  -.431
**

 

.000   

1  

 N  

**. Correlation is 

significant at the 0.01 level 

(2-tailed). 

140  

 

140  140  

Source: SPSS ver. 23. 

The correlation results shown above reveal negative relationship between cash to book value 

of assets and firm size and leverage. Firm size also showed a negative relationship with cash 

to book value of assets and leverage. The table also reveals that the low r values showed 

evidence of absence of multi-collinearity amongst the independent variables.  
 

Test of Hypotheses  

This section presents the result of the multiple regression technique as regards the three 

hypotheses formulated 

Test of Hypothesis One  

H01:Cash to book value of asset has no significant effect on net profit margin (NPM).  
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 Table 4.3: Multiple Regression Result  

Model Summary   

Model  R  R Square  Adjusted R Square  Std. Error of the Estimate  

1  .428a .183  

a. Predictors: (Constant), Leverage, CBVA, FS  

.165   2.48420669  

Table4.3b      

 ANOVAa    

Model  Sum of Squares  Df Mean Square  F  Sig.  

1 Regression 187.795 Residual  839.294  3 136  62.598  

 6.171   

10.143  .000b 

 Total  1027.089  

a. Dependent Variable: NPM  

b. Predictors: (Constant), Leverage, CBVA, FS  

 139      

Table 4.3c      

Coefficientsa    

Model  Unstandardized Coefficients  Standardized Coefficients  t  Sig.  

B  Std. Error  Beta    

1  (Constant)  7.629   2.677    2.850  .005  

 CBVA  -.037  .040  -.075  -.934  .352  

 FS  -.674  .252  -.238  -2.671  .008  

 Leverage  -.860  

a. Dependent Variable: NPM  

.156  -.478  -5.511  .000  

Source: SPSS ver. 23. 

The table above shows the multiple regression result for hypothesis one. The model showed 

an R squared value of .183 (R
2
 measures the proportion of the variance in the dependent 

variable that is explained by the independent variables); and, Adjusted R squared value of 

0.165; thus, the model explains approximately18.3% variation in the dependent variable. The 

F statistic (ratio of the mean regression sum of squares divided by the mean error sum of 

squares) which is used to check the statistical significance of the model showed a value of 

10.143 (more than .10). Therefore, the model is statistically significant.   

Based on our result, the Beta coefficient of our variable of interest representing hypotheses 

one (CBVA) is -0.037, confirming that CBVA has a negative relationship with NPM. This 

entails that an increase in cash to book value of asset will lead to a corresponding decrease in 

net profit margin. However, the ANOVA result table showed a (p = 0.000,<.05); thus, the 

null hypothesis is rejected. Therefore, cash to book value of asset has a significant effect 

on net profit margin (NPM).  

Test of Hypothesis Two  

H02: There is no significant effect of cash to book value of asset on gross profit margin 

(GPM).  
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Table 4.4: Multiple Regression Result 
 

Model Unstandardized Coefficients  Standardized  t  Sig. 

Coefficients B  Std. Error  Beta  

1  (Constant)  .790  .658    1.202  .231  

 CBVA  -.004  .010   -.024  -.406  .685  

 FS  -.040  .062   -.043  -.649  .517  

 Leverage  -.458  .038   -.764  -11.938  .000  

a.  

Source: SPSS ver. 23.  

The table above shows the multiple regression result for hypotheses two. The model showed 

an R squared value of .556 (R 
2
 measures the proportion of the variance in the dependent 

variable that is explained by the independent variables); and, Adjusted R squared value of 

0.546; thus, the model explains approximately 55.6% variation in the dependent variable. 

The F statistic (ratioof the mean regression sum of squares divided by the mean error sum of 

squares) which is used to check the statistical significance of the model showed a value of 

56.802 (more than .10). Therefore, the model is statistically significant. The Beta coefficient 

of our variable of interest representing hypothesis one (CBVA) is -0.004, revealingthat 

CBVA has a slightly negative relationship with GPM. This entails that an increase in cash to 

book value of asset will lead to a decrease in gross profit margin. However, the ANOVA 

result table showed a (p = 0.000, <.05); thus, the null hypotheses is rejected. Therefore, there 

is a significant effect of cash to book value of asset on gross profit margin (GPM).  

 

  

Model Summary   

Model  R  R Square  Adjusted R Square  Std. Error of the Estimate  

1  .746
a
 

a. Predictors: (Constant), Leverage, 

CBVA, FS  

.556  .546   .61016697  

Table 4.4b      

 ANOVA
a
    

Model  Sum of Squares  df Mean Square  F  Sig.  

1 Regression 63.443 Residual  50.633  3 136  21.148  

 .372   

56.802  

 

.000
b
 

 Total  114.077  

a. Dependent Variable: GPM  

b. Predictors: (Constant), Leverage, CBVA, 

FS  

 139      

Table 4.4c      

 Coefficients
a
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Test of Hypothesis Three  

H03:There is no significant effect of cash to book value of asset on Tobin’s Q.  

Table 4.5: Multiple Regression Result 
Model Summary   

Model  R  R Square  Adjusted R Square  Std. Error of the Estimate  

1  .236a .056  

a. Predictors: (Constant), Leverage, CBVA, FS  

.035   450.16936195  

Table 4.5b      

 ANOVAa    

Model  Sum of Squares  df Mean Square  F  Sig.  

1  Regression  

Residual  

1624681.544 3 27560733.804 136  541560.515 202652.454 

  

2.672  .049b 

 Total  29185415.348  139   

a. Dependent Variable: Tobin's Q  

b. Predictors: (Constant), Leverage, CBVA, FS  

   

 

 

Table 4.5b  

    

 Coefficientsa    

Model  Unstandardized Coefficients  Standardized Coefficients  t  Sig.  

 B  Std. Error  Beta    

1  (Constant)  140.115   485.127    .289  .773  

CBVA  -1.679  7.235  -.020  -.232  .817  

FS  -8.889  45.728  -.019  -.194  .846  

Leverage  

a. Dependent Variable: Tobin's Q 

68.584  

 

28.283  .226  2.425  .017  

Source: SPSS ver. 23.  

The table above shows the multiple regression result for hypothesis three. The model showed 

an R squared value of .056 (R
2
 measures the proportion of the variance in the dependent 

variable that is explained by the independent variables); and, Adjusted R squared value of 

0.035; thus, the model only explains approximately 5.6% variation in the dependent variable. 

The F statistic (ratio of the mean regression sum of squares divided by the mean error sum of 

squares) which is used to check the statistical significance of the model showed a value of 

2.672 (more than .10). Therefore, the model is still statistically significant.   

Summarily, the Beta coefficient of our variable of interest representing hypothesis one 

(CBVA) is -1.679, confirming that CBVA has a negative relationship with Tobin’s Q. This 

entails that an increase in cash to book value of asset will lead to a corresponding sharp 

decrease in the ratio of market value of equity and liabilities to book value of equity and 

liabilities. However, the ANOVA result table showed a (p = 0.049, <.05); thus, the null 

hypothesis is rejected. Therefore, there is a significant influence of cash to book value of 

asset on Tobin’s Q.  

Discussion of Findings  

This study focused on the effect of cash holdings on financial performance of quoted 

manufacturing companies in Nigeria. The study finds a strong negative relationship more 

specifically between cash to book value of asset and net profit margin. In line with our 

findings are Ayegbusi, and Akinlo, (2016) who examined the effect of cash holdings on the 

performance of firms in Nigeria over the period 2001-2012 and found that cash flows, 
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growth opportunities, size, and net working capital exert negative impact on firm’s 

performance. Also, Akinyomi (2014) in Nigeria found out that cash holdings have negative 

association with performance.   

The current study also found a significant positive effect of cash to book value of asset on 

gross profit margin. This finding is in line with Amahalu, and Ezechukwu, (2017) who found 

that cash holding (proxy by cash to total book value of assets and cash) has a positive and 

statistical significant effect on financial performance (proxy by Return on Asset, Return on 

Equity and Tobin’s Q) at 5% significant level. An interesting result in line with the current 

study was that of Abushammala and Sulaiman (2014) who examined whether cash holdings 

influenced firm performance using profitability aspect in Amman using simple regression 

technique and found a positive significant influence of cash holdings on profitability of the 

firms.  

Finally, the current study found a significant effect of cash to book value of asset on Tobin’s 

Q. This finding is in line with Mohammad, and Ali, (2017) who found that there is a 

significant relationship between the cash holding and cash investment in the companies listed 

on Tehran Stock Exchange. Also in line with this finding are Malekian and Adili (2013) who 

found a significant negative relationship between institutional investors and cash holdings, at 

confidence level of 95%. However, the results from Malekian and Adili (2013) also showed 

that there is not a significant relationship between the concentration of institutional investors 

and cash holdings. 
 

5.0 SUMMARY OF FINDINGS, CONCLUSION AND RECOMMENDATIONS 

Summary of Findings  

The findings from the empirical data analysis, is briefly summarized as follows:  

1. Cash to book value of asset has a significant effect on net profit margin (NPM) 

(p<0.5).  

2. There is a significant effect of cash to book value of asset on gross profit margin 

(GPM) (p<0.5).  

3. There is a significant influence of cash to book value of asset on Tobin’s Q (p<0.5).  

Conclusion  

The study was undertaken to ascertain the effect of cash holdings on financial performance 

of quoted manufacturing companies in Nigeria. In conclusion, the results are almost 

consistent with previous study. Thus, the present findings represent unique characteristics of 

Nigerian firms’ cash holding.  

Recommendations  

The study therefore makes the following recommendations:  

1. Management should set proper exit strategies (contingency plan) for a high 

conservative cash management policy measures after considering banks’ lending 

attitudes and capital market conditions.   

2. It is highly recommended that firms set a time horizon to encourage them to return to 

direct financing and restore the capital market function, which leads to firms’ self-

sustainable growth.  

3. Optimization of cash holding reserves should also be encouraged. Efforts should be 

made by management to increase the value of the company through the funding 

policy, the provision of incentives to managers in the form of bonus shares can 

improve company performance.  
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