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Abstract

This study aims to examine the interactive effect of cash holdings and
stock liquidity on firm value, in an attempt to explain the role of internal
liquidity and market liquidity in determining the value of non-financial
firms listed on the EGX70 index during the study period. The study also
seeks to test the extent to which these two dimensions operate
independently or complementarily in explaining market value, by

investigating the direct effect of cash holdings, the direct effect of stock
liquidity measures, and the interactive effect between them.

The study adopts a descriptive-analytical approach in the theoretical
framework and a quantitative statistical approach in the empirical part.
The sample consists of 59 non-financial firms listed on the EGX70
index, with a total of 354 annual observations. A set of panel data
econometric techniques were employed, including the Fixed Effects
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Model (FEM), supported by diagnostic tests such as the Hausman test,
in addition to descriptive statistics and comparative analysis.

The results reveal that cash holdings have no significant effect on firm
value in the Egyptian market. However, firm size shows a strong and
positive significant effect, while financial leverage exhibits a negative
and significant effect. Regarding stock liquidity, trading volume,
turnover ratio, and price spread all show a positive and significant effect
on firm value, whereas the Amihud illiquidity measure shows no
significant effect. Moreover, the findings show no significant effect of
cash holdings on stock liquidity measures. Nevertheless, there is
evidence of a positive and significant interactive effect between cash
holdings and both trading volume and price spread on firm value, while
no significant interaction is observed with turnover ratio or the Amihud
measure.

The study recommends that Egyptian firms should consider the
integration between internal liquidity and market liquidity when
making financial decisions, as firm value tends to increase when
adequate cash reserves are combined with strong market liquidity
indicators such as higher trading volume or narrower price spreads.
Additionally, the study recommends that regulatory authorities and
policymakers in the Egyptian stock market enhance transparency and
disclosure regarding firms’ cash management and liquidity policies, as
these play a key role in improving market efficiency and strengthening
investor confidence.

Keywords:

Cash holdings, Stock liquidity, Firm value, EGX70 index, Trading
volume, Price spread
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