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The relationship between Agency Cost, Accounting Conservatism
on and investment cash flow sensitivity: An Emprical Study.

Dr. Mohamed Mahmoud Soliman Mohamed
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Abstract

This research aims to study the moderation role of both accounting
conservatism and agency costs (type I and type II) on investment—cash flow
sensitivity. In doing so, I will answer the following questions: what is the
impact of agency costs on investment—CFO sensitivity? What is the
relationship between accounting conservatism and investment—CFO
sensitivity? What is the impact of both accounting conservatism and agency
costs on investment—-CFO sensitivity? A sample of 125 non-financial
companies over the period from 1999 to 2017, with 2090 firm-year
observations is used. The results show a positive relationship between agency
costs, measured by dividends and return on assets, and investment—CFO
sensitivity. On the other hand, the results show a negative relationship
between accounting conservatism and investment—-CFO sensitivity.
Moreover, accounting conservatism has a negative (no) impact on the
relationship between agency costs measured by dividends (measured by return
on assets) and investment—CFO sensitivity.

Keywords: accounting conservatism, agency costs type I, agency costs type
I, agency costs measured by return on assets, agency costs
measured by dividends, investment sensitivity, investment
efficiency, cash flow from operations.
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