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Abstract

This research aimed to analyze the effect of leverage and asymmetry information
on the firm value through cash holding as mediation variable. The populations of
this research were all the firms which listed on the Indonesia Stock Exchange
since 2012 – 2015. A sample of this research was saturated sample and census,
consisted 56 firms related the population criteria.  This research used secondary
data from the firm financial report through path analysis method. This research
showed that leverage had a negative effect on the cash holdings, asymmetry in-
formation had a negative effect on the firm value through cash holding, and cash
holding had a negative effect on the firm value.  With leverage and effect on cash,
holding cannot affect the firm value, due to investor risk-averse, investor risk
seeker, and neutral investor has their own point of view in assessing the com-
pany. Cash holdings can lead to asymmetric information that can lead to agency
conflict that can affect a company’s performance, so that indirectly, with the exist-
ence of asymmetry information had an effect on the declining the firm value.
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Abstrak

Penelitian ini bertujuan untuk menganalisis pengaruh leverage dan informasi asimetri
terhadap nilai perusahaan dengan melalui cash holdings sebagai variabel mediasinya.
Populasi penelitian merupakan seluruh perusahaan manufaktur yang terdaftar di Bursa
Efek Indonesia sejak 2012-2015. Sampel penelitian menggunakan teknik sampling
jenuh atau sensus, yang terdiri dari 56 perusahaan yang sesuai dengan kriteria populasi.
Penelitian menggunakan data sekunder dari laporan keuangan perusahaan dengan
menggunakan metode analisis jalur. Hasil penelitian ini menunjukkan leverage
berpengaruh negatif terhadap cash holdings, informasi asimetri berpengaruh negatif
terhadap nilai perusahaan melalui cash holdings, cash holdings berpengaruh negatif
terhadap nilai perusahaan. Adanya leverage dan pengaruhnya terhadap cash hold-
ings tidak dapat memengaruhi nilai perusahaan, karena investor risk averse, inves-
tor risk seeker, dan investor neutral memiliki sudut pandang tersendiri dalam menilai
perusahaan. Cash holdings dapat memicu adanya informasi asimetri yang pada
akhirnya dapat menimbulkan agency conflict yang dapat memengaruhi kinerja
perusahaan, sehingga secara tidak langsung, adanya informasi asimetri berpengaruh
terhadap menurunnya nilai perusahaan.
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Firm value is a company’s primary goal that can re-
flect the well-being of shareholders. Basically, the
main goal of a company is to maximize the wealth
and value of the company which means to maxi-
mize shareholder wealth (Drobetz & Grüninger,
2007).Thus, managers must provide positive signals
so that corporate value does not decrease. Optimal
capital structure can be one of the ways to maintain
the firm value, because capital structure will deter-
mine best capital mix which used by company to
meet the company operational needs so that the
company does not bear high capital cost.

Determination of optimal capital structure that
can increase firm value can be influenced by cash
holdings. Cash holdings or cash available within the
firm is one of the current assets instruments that
managers can use to meet the managers interests
beyond the shareholder’s needs, therefore it can
worsen the conflicts between managers and share-
holders. There are several theories in capital struc-
ture related to the firm’s cash holdings, namely
Trade-off Theory, Pecking Order Theory, and Sig-
naling Theory. To determining cash holdings, the
firm must consider various factors, including the
current situation and conditions, future prediction,
internal and external environment of the firm so that
the availability of cash to provide maximum ben-
efits.

In the Trade-off theory, firms tend to use debt
at some level, because it can bring in profits in tax
savings. Therefore, the manager of will more con-
sider to use the debt. Debt is the first obligation to
be paid by the firm. When profit is more used to
pay the debt, the retained earnings will be less, as
well as cash holdings will decline. In addition, higher
debt will lower the firm value, because according
to the investor’s view, the risk will be higher.

The existence of information asymmetry can
lead to potential investors does not trust the
company’s information, so according to signaling
theory, when the firm size companies greater the
risk of information asymmetry is also getting big-

ger. However, if the company is a public company
can avoid the occurrence of information asymme-
try by fulfilling its obligations in providing infor-
mation on the company periodically by using finan-
cial statements. Thus, the greater the asymmetry
information in a firm can increase the firm’s cash
holdings but can lower the firm value.

This study aims to test leverage, and infor-
mation asymmetry on the cash holdings and the firm
value directly, and its effect on the firm value
through cash holdings.

HYPOTHESES DEVELOPMENT

Using of the financing firm’s sources can be
either short-term and long-term financing which
will give rise to an effect called leverage. Literally,
the meaning of leverage is lever. Lever is usually
used to help lift heavy loads. In finance, the term
leverage is commonly used to describe a firm’s abil-
ity to use assets or funds that have a fixed burden
to enlarge income levels for firm owners (Gill &
Shah, 2011). (Jiang, Chua, Kotabe, & Murray, 2011)
stated that the use of leverage is intended to im-
prove the company profitability.

In the Trade-off theory, firms tend to use debt
at some level, because it can bring in profits in tax
savings. Therefore, the manager of will more con-
sider to use the debt. Debt is the first obligation to
be paid by the firm. When profit is more used to
pay the debt, the retained earnings will be less, as
well as cash holdings will decline. In addition, higher
debt will lower the firm value, because according
to the investor’s view, the risk will be higher. It is
in accordance with the results of (Osazuwa & Che-
Ahmad, 2016; Shah, 2011).
H1 : leverage has a significant effect on the firm’s

cash holdings.

Asymmetry information that occurs within a
company because one of party, either manager or
investor has more or better information than the
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other party. Thus, the parties associated with the
company do not have the same information regard-
ing the firm’s future prospects and risks. Managers
usually have more and better information than the
outside (investor) firm, because managers within the
company so that more know anything concerning
the needs of both the firm’s future prospects and
risks. Based on the signaling theory, asymmetric
information will cause the company to have diffi-
culty in finding external funding. This is due to the
asymmetry of information that will make creditors
ask a higher rate of return on investment that they
provide. Therefore, asymmetric information will
make external financing more costly, which ulti-
mately forces the company to withstand a high
amount of cash.
H2: asymmetry information has significant effect

on the firm’s cash holdings.

Companies that have excessively high levels
of debt, will give a bad signal to investors, because
according to some investors, the company cannot
meet the financing and operational costs. So that,
firm are required to use debt. In addition, firm that
has high debt value also has a higher risk. There-
fore, the increased level of firm’s debt can reduce
the firm value. It related with research result of
(Osazuwa & Che-Ahmad, 2016) The results of the
reverse research actually states that, when the com-
pany has a high debt level, it can give a positive
signal to investors (Luo & Hachiya, 2014; Naseer &
Naseem, 2015; Selçuk, 2015). This is because, accord-
ing to investors, the firm believes it can meet its
obligations in the future, which of course shows that
the firm is confident of its future performance.
H3: leverage has significant effect on the firm

value.

The firm that has the high asymmetry infor-
mation between manager and shareholder will give
the bad signal to the investor. This is because, in-
vestors will assume that the company is experienc-

ing agency problems and the firm future cannot be
justified. So that asymmetry information that occurs
within a firm, can make the decreased firm value.
This is supported by Clemons (2014)study which
also stated that the existence of information gap
between manager and investor can decrease firm
value.
H4: asymmetry information has significant effect

on the firm value.

Khan, Kaleem, & Nazir(2012) stated that the
firm value is reflected in its stock market value if
the company has gone public. Each firm that has
gone public has a goal to maximize the firm value
where it serves as a success firm benchmark because
with an increase in corporate value, will also increase
shareholder wealth. All financial decisions concern-
ing investment decisions, funding or capital deci-
sions and cash holdings decisions are included in
investment decisions, financing and corporate capi-
tal. More cash holdings owned, will increase the firm
value, because cash holdings can help companies in
unpredictable conditions (Isshaq et al., 2009;
Wasiuzzaman, 2014).
H5: cash holding has significant effect on the firm

value.

Management’s decision try to keep the le-
verage ratio from growing higher refers to the pack-
ing order theory which stated that firms are more
likely internal financing than external financing.
Then firm will issue the safest securities first, the
bonds are then followed by securities with the char-
acteristics option, if not enough, the company will
issue shares. Souissi, Mohsen, Khlif, & Hichem (2012)
stated that a high leverage ratio led to a decrease in
firm value. This is because the higher the leverage
of a firm will give bad signal to shareholders so it
will decrease the value of the company.
H6: leverage has significant effect on the firm value

through cash holdings.
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When agents and principals attempt to maxi-
mize their utility, there is a strong reason to believe
that agents will not always act best for the benefit
of the principal (Rahmani, Rostami, Ghorbani, &
Branch, 2015). This is because the agent has more
information about the firm than the principal, be-
cause the agent is always in the firm. If the gap oc-
curs continuously, it will result in agency problems
and losses for the firm. So it can lower the firm value.
H7: asymmetry information has significant effect

on the firm value through cash holdings.

METHODS

This research is a quantitative research us-
ing secondary data obtained from Indonesia Stock
Exchange (BEI). The study populations were 144

firms listed on the Stock Exchange for the period
2012-2015. The sample of 56 firms determined by
using saturated sampling method with firm criteria
was not delisted during the study period 2012-2015
and did not have negative retained earnings dur-
ing the study period 2012-2015.

Description Total 

Manufacturing firm listed on BEI period 
2012-2015. 
Firms experiencing delisting during the 
study period 
The firm had negative retained earnings 
during the study period 

144 
 

29 
 

59 

Number of companies sampled 56 

Table 1. Research Sample Selected Process

Table 2. Operational Variables and Measurement Variables Definition

Variable Proxy Measurement References 

Leverage (X1): 
It is the company's ability to 
finance its assets using debt. 

Debt Ratio) DR =
Debt Total

Total Aktia
 

(Naseer & Naseem, 
2015; Selçuk, 2015) 

 
Asymmetry Information (X2): 
It is an unequal information 
shared by managers and 
shareholders. 

Bid-ask 
Spread 

BAS =
HAt − HBt

1
2

(HAt + HBt)
 

HAt = The highest selling price offer tHBt = 
The lowest selling price offer t 

(Clemons, 2014) 

Cash Holdings (Y1): 
Represents cash available 
within the company and can 
be used as an internal funding 
if external funding difficulties 
are encountered. 

Cash 
Holdings CH =

Cash +  cash equivalent

Asset Total 
 

(Isshaq et al., 2009; 
Khan et al., 2012; 
Wasiuzzaman, 2014) 

Firm Value (Y2): 
It is the investor's perception of 
the firm 

Firm Value 

NP =
MVS + D

TA
 

MVS = Market value of all outstanding 
shares = number of shares outstanding x 
stock price 
D = (Short-term debt - cash - accounts 
receivable - inventory) + long-term debt 
TA = Total aktiva 

(Rahmani et al., 2015) 
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Data analysis method used in research is path
analysis with equation as follows:
Y1 = α1 + p1X1 + p2X2+ e1

Y2 = α1 + p3X1 + p4X2+ qY1 + e2

Description:
X1: leverage
X2: asymmetry information
Y1: cash holdings
Y2: firm Value
p1: path coefficient between cash holdings and le-

verage variables
p2: path coefficient between cash holdings and in-

formation asymmetry variable
p3: path coefficient between firm value and lever-

age variable
p4: path coefficient between firm value and asym-

metry information variable
q: path coefficient between firm value and cash

holdings variable

e1: variable of residual equation 1
e2: variable of residual equation 2

RESULTS

Descriptive statistics are presented based on
the variables used in this study (Table 2).

Based on Table 3 it can be seen that in general
the distribution of relative data does not spread
except the variable cash holdings. While the lever-
age variable, asymmetry information, and firm value
do not have wide data distribution because the stan-
dard deviation value is lower than the average. In
the first equation analysis test the effect of leverage
and asymmetric information on cash holdings. The
results of the analysis can be seen in Table 3.

Based on Table 4, it can be seen that leverage
has a significant negative effect on the company’s
cash holdings, while the asymmetric information has
no effect on the firm’s cash holdings (p <5%).

Variable Min Max Mean Std. Deviation 
Debt Ratio 0.029 1.052 0.409 0.184 
Bid Ask Spread -1.452 1.992 0.821 0.795 
Cash Holdings 0.002 0.615 0.128 0.131 
Firm Value 0.0003 1.773 0.299 0.238 

Table 3. Descriptive Statistics Research Variable (N=224)

Table 4. First Equation Regression Analysis Result (N=224)

Variable Unstandardized 
Coefficients 

Standardized  
Coefficients T-hit Sig 

Constant 0.253  4.219 0,000 
Leverage -0.420 -0.600 -8.251 0,000 
Asymmetric 
Information 0.000 0.002 0.022 0.982 

Adj R2 0.320 
F-hit 17.837 
Sig F-hit 0.000 
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Table 5. Second Equation Regression Analysis Result (N=224)

Variable Unstandardized 
Coefficients 

Standardized 
 Coefficients T-hit Sig 

Constant 0.328  2,329 0.021 
Leverage 0.015 0.012 0.115 0.909 
Asymmetric 
Information 0.024 0.068 0.835 0.405 

Cash Holdings -0.381 0.068 0.835 0.405 
Adj R2 0.069 
F-hit 3.184 
Sig F-hit 0.009 

Table 6. Second Analysis Equation by Mediation Variable (N=224)

Based on the Table 5, it can be seen that cash
holdings have a significant negative effect on firm
value, while leverage and firm size have no effect
on firm value (p <5%).

Based on Table 6, it can be seen that asym-
metric information has a significant negative effect
on firm value through cash holdings, while lever-
age has no effect on firm value through cash hold-
ings (p <5%).

DISCUSSION
The Effect of Leverage on Cash Holdings

The results showed that leverage has a sig-
nificant negative effect on cash holdings of manu-
facturing firms listed on the Indonesia Stock Ex-
change period 2012 to 2015. This result is in accor-
dance with the research hypothesis and in accor-
dance with the Trade-off Theory which states that
the use of large debt will provide benefits to the
firm, because interest paid by the firm is a shield

tax for the firm. Therefore, companies will tend to
use debt financing compared to internal funding
companies, so the increasing amount of corporate
debt, can reduce the amount of cash available in the
company. In addition, the results of this study are
also consistent with the results of the study Gill &
Shah (2011); Wijaya et al. (2010); and Osazuwa &
Che-Ahmad (2016) which stated that the company
will increase the use of debt up to a certain level.
This happens because it is considered to be profit-
able in tax savings. However, debt is the first obli-
gation that must be fulfilled by the company. So,
when the company gets the profit and debt used
increasing, the remaining profit after fulfilling the
debt will be less. So the cash holdings available in
the company will decrease.

The research does not consistent with re-
search Ambarwati & Hikmah (2014) which states
that the existence of leverage only affects the closed
firm, but in the open firm leverage cannot give ef-
fect, especially in the size of the firm’s cash. Firm

Variable Unstandardized 
Coefficients Standardized Coefficients T-hit Sig 

Constant 0.331  13.180 0.000 
Leverage 0.376 0.051   0.471 0.638 
Asymmetric 
Information -0.231 0.226 2.006 0,046 

Adj R2 0.023 
F-hit 2.183 
Sig F-hit 0.072 
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owned cash has a strong connection to agency con-
flict and leverage is considered to minimize the con-
flict. In fact, increased leverage can also increase the
chances of an agency conflict, as it may be that the
firm’s debt funds are being used for some things
that are not right by the manager.

The level of leverage and cash holdings held
by the firm varies, because each firm has different
considerations. Firms with high leverage rates, more
consider the benefits in tax savings. While firms with
low leverage, more consider the risk borne when
having high debt, so the firm prefers internal fund-
ing by increasing the firm’s cash holdings. How-
ever, the use of leverage may incur a fixed cost whose
amount depends on the amount of loan received by
the firm. The firm has an obligation to always meet
the fixed costs. The term leverage is usually used to
describe a firm’s ability to use assets or funds that
have a fixed cost to increase the income level for
the firm owner (Gill & Shah, 2011). Thus, the main
purpose of a firm using leverage is to increase its
profits (Jiang et al., 2011). However, the earned
profit must be paid in advance for the firm’s debt
costs.

The Effect of Asymmetry Information on the
Cash Holdings

The results showed that asymmetry informa-
tion was not significant to cash holdings of manu-
facturing firms listed on Indonesia Stock Exchange
period 2012 to 2015. It means, asymmetry informa-
tion has no effect in increasing or decreasing the
firm’s cash holdings. The results are not in accor-
dance with the hypothesis of research and not in
accordance with the statement Signaling Theory,
namely the existence of asymmetry information can
lead to markets and investors do not believe in the
firm’s information so as to make the cost of exter-
nal funding to be expensive. This is because mar-
kets, investors and creditors are asking for a higher
rate of return on their investments. Therefore, the

company will have difficulty in obtaining external
funding, so the firm must save the cash holdings in
larger amounts for internal funding.

The results also inconsistent with research
Rahmani et al. (2015) which stated there was posi-
tive relationship between information asymmetry
with the availability of cash in the firm, when infor-
mation asymmetry within a firm increases then the
gap between owner and manager is higher. It can
increase market distrust of the firm so that the firm
will have difficulty in obtaining external funding and
consequently the firm will increase its cash to fi-
nance the firm. The ownership structure of a firm
can be positive and negative, because every firm
applying proprietary structure that is different
(Yendrawati, Agung, & Nugroho, 2012). The pres-
ence of concentrated ownership (controlled by a
single possession) that will limit managers to man-
age. If efficient earnings management, the owner-
ship power concentrated on one owner will improve
the cash management of a company, but if the cash
management of the company is opportunistic then a
high ownership strike will reduce the cash manage-
ment efficiency (negatively related). Asymmetric
information is heavily dependent on the ownership
structure of a firm, therefore asymmetric informa-
tion has no significant effect on the amount of cash
held by the company.

Asymmetry information that occurs within a
firm can lead to possible agency problems between
managers and investors. The agency theory implies
the existence of asymmetric information that occurs
between the agent (manager) and principal (owner).
If both parties are those who seek to maximize their
utility, then there is a strong reason to believe that
managers do not always act best for the owners of
the firm, so the occurrence of asymmetric informa-
tion can lead to agency problems within a firm.

The Effect of Leverage on the Firm Value

The result of the research showed that lever-
age has no significant effect to the value of manu-
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facturing companies listed in Indonesia Stock Ex-
change period 2012 to 2015. It means, leverage can-
not increase or decrease firm value. The results of
this study are not in accordance with the research
hypothesis and not in accordance with the theory
of Signaling, which states that firms with high debt
levels will give a bad signal to investors, because
the firms is considered not able to meet the needs
of funding and operating costs. High levels of debt
can also increase the risk of the firms, which can
lower the value of the firms. The results of this study
were also inconsistent with the study Luo & Hachiya
(2014) and Selçuk (2015) which supported the Sig-
naling Theory. Besides, Meythi(2013) shows that
leverage is the best proxy in assessing a company,
because it can measure the ability of the firm’s as-
sets in repaying the debt it has.

This research in accordance with Wijaya &
Wardani(2017) which states that leverage does not
directly affect the value of the firm. However, the
greater the debt or leverage of an enterprise can
decrease the value of the firm if other factors that
can affect the value of the firm decreases, for ex-
ample leverage can affect investment decisions and
result in the firm can decide on adverse investment
decisions.

Leverage is a term used to describe a firm’s
ability to increase the level of income for a firm
owner (Gill & Shah, 2011). Increased leverage can
increase the uncertainty of return that will be ob-
tained by the company. However, at the same time
leverage can also increase the return earned. This is
related to the saying that high risk, high return.
While the value of the firm is the perception of in-
vestors to the firm. Firm value reflects the price in-
vestors are willing to pay for the firm. Thus, inves-
tors will judge the firm with the best of all aspects
of the firm. However, every investor has a differ-
ent tendency. There are three types of investors:
risk averse, risk seeker, and risk neutral. Risk averse
investors do not like risk, and tend to avoid risky
investments. Investors like this prefer bonds com-
pared to stocks, especially government bonds. If risk

averse investors choose to invest in stock will also
choose companies that tend not to have volatility
and have a low return. Conversely, risk seeker in-
vestors will do the opposite, provided higher re-
turns are earned. Among them are neutral inves-
tors who do not avoid risk but also do not like risk.
Therefore, the level of leverage cannot affect the
value of the firm, because the value of the firm will
depend on the point of view of investors in assess-
ing the firm.

The Effect of Asymmetry information to the
Firm Value

The results showed that asymmetry informa-
tion has not significant effect to the value of manu-
facturing firm listed on Indonesia Stock Exchange
period 2012 to 2015. This result is did not in accor-
dance with the research hypothesis and did not in
accordance with the Theory of Signaling which states
the existence of information asymmetry between
managers and firm owners can cause problems
agency within the company. Agency issues can give
a bad signal to the company, because the company
is considered enable to work professionally. So that
the asymmetry information can reduced the firm
value. In addition, the results of the study were also
inconsistent with the study Clemons (2014);
Rahmani et al.(2015) which stated that asymmetric
information that occurs in a firm can give a bad sig-
nal to investors. Thus, investors will assume that
the firm is experiencing agency problems and the
firm’s future cannot be accounted. Therefore, when
there was asymmetry information on a firm, can
reduce the firm value. Nyoman & Werastuti(2014)
stated that directly asymmetric information does not
affect the firm value, because investor does not
emphasize the existence of information gaps that
occur in a firm. This is because investors will get
voluntary reports from companies that include fi-
nancial and non-financial data, financial and non-
financial data analysis, information about manag-
ers and firm stakeholders, and firm background.
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The results of the research description showed
that most sample firms tend to have asymmetric
information between managers and their owners.
However, all sample firms are firms that have gone
public and are required to regularly provide com-
pany financial statements for the public each period,
so that the information asymmetry cannot affect the
firm value. Public firm is a firm that has decided to
sell its shares to the public and ready to be assessed
by the public openly. Firms go public have the ease
in raising capital in the future, because the disclo-
sure of financial information owned. In addition,
the market value of go public companies is known.

The Effect of Cash Holdings on the Firm Value

The results show that cash holdings have a
negative significance to the value of manufacturing
companies listed on the Indonesia Stock Exchange
period 2012 to 2015. The results of this study in ac-
cordance with the research hypothesis and in accor-
dance with the results of research stating that the
availability of cash in the company can be an oppor-
tunity to be abused by managers companies to meet
their needs in the company, such as buying air con-
ditioners, cars and things that are not useful and not
needed by the firm (Luo & Hachiya, 2014). It will
affect the occurrence of agency issues between man-
agers and shareholders, so that it can also affect the
firm value. Thus, the existence of cash holdings can
lower the firm value. This research used go public
manufacturing company as research sample. These
firms of course have access to markets, investors and
creditors more easily than non-public firms. Thus,
the sample firm will gain easier market confidence,
so the sample firms have no trouble financing from
external and internal. This makes the availability of
cash in the firm does not important.

The Effect of Leverage on the firm Value
through Cash Holdings

The results showed that leverage has no sig-
nificant effect on the value of the company through

cash holdings of manufacturing companies listed on
the Indonesia Stock Exchange period 2012 to 2015.
The results of this study are not in accordance with
the research hypothesis and inconsistent with re-
search (Souissi & Khlif, 2012), which stated that the
higher the leverage or the debt level of a firm can
provide higher risks and require the firm to meet
its debt, thereby reducing the retained earnings and
cash holdings held by the firm. Firms that have a
small reserve of cash will have difficulty in case of
unwanted conditions and the firm needs cash. Es-
pecially when the firm has large leverage amounts,
due to increased leverage in line with the increased
risk to be borne by firm. Thus, lower cash holdings
due to increased leverage can lower firm value.

The results are in accordance with the study
Akben Selçuk(2015); Naseer & Naseem(2015) which
stated that for some investors companies that have
high leverage levels reflect a positive signal, because
the firm is considered to have confidence in its per-
formance in the future. Therefore, some of these
investors will not see any cash availability owned
by the firm. Firms use leverage to improve the abil-
ity for make profit. Therefore, in leverage firm can
also be interpreted as a lever, but to leverage the
financial burden in the firm. Leverage describes a
firm’s ability to use its fixed assets to increase the
return rate for its shareholders. The increasing le-
verage will increase the uncertainty of the return
received, as the risks are also increased. Firm value
is an investor’s perspective in assessing a company.
Therefore, the leverage and its effect on cash hold-
ings cannot affect the firm value, because risk averse
investors, risk seeker investors, and neutral inves-
tors will have their own point of view in assessing
the firm.

The Effect of Asymmetry Information on the
Firm Value through Cash Holdings.

The results showed that asymmetry informa-
tion had a negative significant effect on firm value
through cash holdings of manufacturing companies
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listed on Indonesia Stock Exchange period 2012 to
2015. The results of this study are in accordance with
the research hypothesis and agency theory which
stated that the existence of asymmetry information
is the information gap owned by managers and
shareholders. This gap is because managers under-
stand more about the company than the investor /
shareholder, because the manager is a party in the
firm. It can lead to agency issues between manag-
ers and shareholders, so that had effect in firm value.

The research in accordance with Rahmani et
al.(2015) showed that asymmetric information di-
rectly has no significant effect on cash holding and
firm value. This is because both of them cannot ex-
plain the information asymmetry that occurs within
firm. However, asymmetry information has a sig-
nificant effect on firm value through cash holdings.
This is because the asymmetry information is re-
lated to cash holdings. Asymmetry information that
occurs can be a source of agency problems in a firm.
The different information access can make manag-
ers make transactions that only benefit themselves
without thinking of other shareholders. Abundant
cash holdings can also be an opportunity for agency
problems, when managers do not use the cash as
they should be. For example, managers tend to use
the cash to shop for luxury goods that can be used
for themselves rather than to pay dividends or make
other investments. Thus, cash holdings can trigger
the asymmetric information that can eventually lead
to agency problems that can affect the performance
of the firm, so, the asymmetric information affect
the decline in firm value indirectly.

CONCLUSSION AND SUGGESTIONS
Conclusion

Based on the results of hypothesis testing and
analysis can be taken several conclusions as follows.

The results showed that leverage has a significant
negative effect on cash holdings. Asymmetry infor-
mation has no significant effect on cash holdings.
The results showed that cash holdings had a nega-
tive significant effect on firm value. While leverage
and asymmetry information has no significant ef-
fect on firm value. The results showed that asym-
metric information had a negative significant effect
on firm value through cash holdings. While lever-
age does not significantly affect the firm value
through cash holdings.

Suggestions

Firms are expected to understand the infor-
mation from the research results and understand
the factors that can be used as a basis in making
decisions that can affect the firm value.

This study was conducted over a period of 4
years. In that period it tends to be short to be able
to implement and generalize all economic conditions
in the long term. Thus it is necessary to do research
with longer time. This research uses the sample of
the whole manufacturing company without looking
at the sub-sector of the category, so that the results
of research can not show for each sub-sector, so it is
necessary to do research by considering the sub-
sector. The results showed that there are some in-
dependent variables that do not affect the depen-
dent variable and mediation, so the next researcher
is suggested to consider the use of other variables
that can prove its influence on the dependent and
mediation, so that the research result can be used
as information material which is able to show the
effect of cash holdings and firm value.

Investors can pay attention to the firm’s cash
holdings, because when the company has cash hold-
ings and it has difficulty in paying its obligations,
the company will use the cash to fulfill it.
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