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Abstract

The main purpose of the company is to maximize the value of shareholders' equity. To achieve this goal, the
management seeks to increase the stock market value and consequently increase the value of the company.
Holding excess cash by companies leads to the formation of agency conflict between managers and shareholders,
which increases the authority of the manager and can cause damage to the interests of shareholders. Cash is one
of the important and vital resources in any profit-making unit. A company that does not have enough cash may
go bankrupt. In this regard, the aim of the current research is to investigate the effect of excess cash on company
value, considering the moderating role of financial constraints and growth opportunities on this relationship,
among companies listed on the Tehran Stock Exchange in the 10-year period between 2015 to 2022 .

The statistical population of this research was the companies admitted to the Tehran Stock Exchange, and 116
companies were selected using the systematic elimination method. Baron and Kenny (1986) model was used to
test the hypotheses.

The research findings showed that excess cash has a positive and significant effect on the value of the company.
Research findings regarding the moderating role of financial constraints and growth opportunities showed that
financial constraints and growth opportunities do not affect the relationship between excess cash and company
value. The findings of the present research can help in improving the company's cash management policies in
situations where the company is limited in financial resources or facing investment opportunities, so that the
company can create more added values for the owners.
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Introduction

Studies show that the amount of cash retention in companies admitted to the Tehran Stock Exchange is 6% on
average (Kiamarthi & Ahmadi, 2022; Maleki, Jalalinia & Hamzai, 2023). Theoretically, the liquidity of the
company can affect the decision making in the company. For example, by maintaining financial flexibility, a
company can maintain its normal operation and inflow of assets, thereby increasing its market value. Companies
can reduce potential risk and increase company value by maintaining an appropriate level of liquidity (Du, Wu &
Liang, 2016). Cash reserves held by companies have increased significantly in recent years. Managers in
commercial companies that have high free cash flow invest in projects that generate non-monetary returns. As a
result, they lead to the expansion of companies' investment, and the so-called excessive investment occurs in
these companies (Jensen, 1986). Decreasing the liquidity of shares causes the price of shares to decrease and as a
result increases the risk of liquidity of the companies' shares.
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Method and Data

Based on the results, the current research is of applied type; because different people can use its results. Based on
the method, it is descriptive-correlation type. In terms of the nature of the data, the type of research is
quantitative. In addition, in terms of the type of reasoning, it is considered inductive-deductive. In terms of post-
event time dimension and in terms of information collection methods and techniques, it is archival type. In terms
of its nature, it is an original (first-hand) research. The statistical population of the research is all the companies
admitted to the Tehran Stock Exchange.

Findings

The results of the first hypothesis test of the research indicated that excess cash has a positive and significant
effect on the value of the company. The results of the test of the second hypothesis of the research indicated that,
firstly, the financial limitation has a significant effect on the value of the company, but it does not have a
significant effect on the relationship between excess cash and the value of the company. The results of the third
hypothesis test indicated that growth opportunities do not have a significant effect on the relationship between
excess cash and company value.

Conclusion and discussion

Considering that keeping cash has a positive and significant effect on the value of the company, it is suggested to
the managers of the companies admitted to the Tehran Stock Exchange to always keep an appropriate level of
cash to use investment opportunities so that they can In this way, improve the value of the company. Considering
that different methods have been proposed to measure the variables of the research, it is suggested to measure the
variables with other valid models in future researches and compare the results with the findings of the current
research. Also, it is suggested to conduct the current research using macroeconomic variables as a moderating
variable, because macroeconomic variables can affect the liquidity of the society and cause companies to
experience financial and liquidity turbulences.
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