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1
Table 1 Descriptive statistics of main variables

CASHD overall 0.027 237 0.174 059 -0.235 226 1.061 325 43 475
between 0.101 787 -0.083 675 0.639 386
within 0.162 715 -0.677 079 1.150 805

TQ overall 1.521 762 0.880 331 0.531 694 5.773 568 63 961
between 0.618 29 0.531 694 5.773 568
within 0.667 184 —-2.046 302 5.856 858

OPER overall 0.011 708 0.048 486 -0.141 628 0.181 796 42 003
between 0.018 011 -0.107 915 0.089 246
within 0.046 039 -0.174 538 0.234 08

CAPX overall 0.017 767 0.023 211 -0.007 159 0.124 963 60 170
between 0.014 21 6.19¢ - 06 0.103 887
within 0.019 58 —-0.060 083 0.139 343

SIZE overall 21.462 03 1.171 435 18.658 79 25.128 68 69 084
between 1.024 393 18.875 1 25.128 68
within 0.556 117 18.475 26.019 29

LA overall 1.195 602 1.296 336 —-1.641 025 7.843 032 69 078
between 0.882 541 -0.489 701 6.412 529
within 0.917 577 —-5.554 655 8.955 822

NWC overall 0.021 487 0.217 113 -0.661 565 0.568 8 47 195
between 0.174 031 -0.570 073 0.545 679
within 0.129 647 -0.839 076 0.928 168

DIVIDUM overall 0.283 352 0.450 629 0 1 74 381
between 0.234 3 0 0.893 617
within 0.379 514 -0.610 265 1.262 075

1

Fig. 1 The trends of China policy uncertainty index

. http: //www. policyuncertainty. com/china_monthly. html)
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Table 2 The regression results of how policy uncertainty influences enterprises’ cash holding
(n (2) (3)
c -0.082 6 *** 0.020 4 -0.076 5***
( -4.92) (0.77) ( -3.43)
0.407 977 0.088 777 0.409 477
CASHD, ,_,
(49.67) (8.20) (49.75)
PU 0.025 977 0.005 87* 0.026 57
' (7.41) (2.03) (7.29)
10 0.098 477 0.074 577 0.080 ***
vt (9.01) (5.60) (8.01)
-0.063 *** 0.010 9** -0.064 9
OPER. ,
( -12.99) (2.48) (—13.41)
-1.014 17 0.001 3 -0.0123™*
CAPX,
(-2.72) (0.28) ( -2.40)
_ 4 1 *kk —0. 1 l *kk —0. 27 K*kk
SIZE, 0.403 0.69 0.6
( -10.36) ( -6.35) ( -8.80)
A 0.140 6™ 0.212 47 0. 146 4***
ii-1
' (5.34) (6.32) (5.36)
.2 2*)\‘** . l Fxk ‘2 *kk
NG, 0.287 0.165 8 0.286
(11.90) (9.00) (11.80)
0.011 4 -0.079** 0.032 2%
DIVIDUM, ,_,
(0.77) ( -2.20) (2.18)
-0.117 5**
OWNCON, ,
( -2.40)
. -0.004 9**
PU,* OWNCON, ,
( -1.96)
0.205 87
OLD, ,
(4.91)
-0.013 37
PU,* OLD;
(-3.26)
34105 17 567 34 105
: ko 1% 5% 10%
3 10% .
0.03
1% 0.03

0.01

1%
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Table 3 The sub-sample regression results considering financing contraints
c -1.027*** 0.485 4 0.130*** 0.151 9" -0.283 3% 0.110 27
( -13.79) (7.08) (2.62) (1.92) ( -12.26) (3.61)
. 2*** . *kk i *kk . 27 *kk 4 2*** 4 l *kk
CASHD, 0.390 0.350 6 0.365 3 0.327 8 0.40 0.435
(41.35) (21.13) (21.24) (24.17) (43.83) (23.79)
U 0.029 2%** 0.008 5° 0.053 37%* 0.024 27%* 0.030 5** 0.009"
’ (5.47) (1.93) (7.09) (3.55) (6.17) (1.93)
1o 0.047 6** 0.083 8*** 0.086 6** 0.019 4 0.092 7** 0.073 3%%*
it-1
‘ (3.28) (4.75) (4.41) (0.97) (7.13) (4.68)
OPER —0.082 4% | —0.025 6™ | —0.059 4™ | -0.0549%* | -0.079 5% | -0.0326"**
o (-11.89) ( -4.05) ( —6.88) ( -6.58) ( -12.29) (-4.24)
-0.0118 -0.003 9 -0.003 7 -0.014 2 -0. ok 0.003 7
cAPx, 0.027 5
(-1.55) ( -0.63) ( -0.45) ( -1.55) ( -3.63) (0.56)
i —1.172 7% -0.686*** 1,225 1% | —1.733 5% | _0.447 5% | -0.289 1***
R Q-1
' ( -10.19) ( -8.25) ( -10.35) ( -9.33) ( =7.99) ( -5.62)
» 0.155 3% 0.163 8*** 0.242 7** 0.434 3** 0.122 9*** 0.138 9***
i t-1
' (3.28) (4.50) (4.44) (4.14) (3.55) (4.09)
e 0.303 9™ 0.231 0™ 0.273 17%* 0.251 0*** 0.253 87** 0.330 17
it-1
/ (9.00) (7.68) (6.70) (7.12) (9.84) (8.01)
0.017 2 0.000 1 ~0.026 86 ™% | 0.122 3*** 0.036 2" -0.009 8
DIVIDUM, ,_,
(0.77) (0.00) ( -4.01) (3.47) (1.80) ( -0.50)
15 665 18 440 10 805 8 815 17 812 15 165
z ke ok 1% 5% 10%

4.5
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5
5
5
5
' Han  Qiu " . ( causal steps)
5
@
CASHD,;, = B,CASHD, ,_, + B,PU,_, +B;TQ, ., + B,OPER,,_ | + B;SIZE,,_| + BsLA,,_, +
B, NWC, ., + BsDIVIDUM, ,_, + BoQUARDUM, + v, + &,, (3)
CAPX,, = B,CAPX,,_, + B,PU,_, +B;TQ,,., + B,OPER,,_, + B;SALE,, + B;GDP, _, +
B,QUARDUM, + v; + &,, (4)
CASHD,, = B,CASHD, ,_, + B,PU,_, +B,TQ, ., + B,OPER, | + B;CAPX,, + B,SIZE,, |, +
B,LA, ., + BsNWC, ., + B,DIVIDUM, ,_, + B,,QUARDUM, + v, + &,, (5)
CAPX, ,
(5) B 1%
(3) B~ (4) B, (5)
Bs (5) B,
5.
. 4
(3) B 1%
; (4)
B, 10%
, (5) Bs
1%
4
@ (4) : 1

(4) ( QUARDUM,) . 3
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4

Table 4 The mediating effect regression results

(3) (5) (4)
c 0.038 1*** 0.042 9** c 0.213 4%
’ (2.45) (2.44) ’ (10.39)
0.408 5*** 0.401 1*** 0.193 6***
CASHD; ,_, CAPX;
(51.80) (49.44) (13.24)
U 0.030 3 *** 0.036 2 *** U -0.033 0***
-1 -1
' (6.13) (6.87) ' (-4.17)
0.112 0*** 0.122 9*** 0.031 4"
TQi -1 TQi -1
(9.93) (10.10) (1.83)
-0.056 6*** ~0.061 9*** —0.049 5™
OPER; ,_, OPER;
( -12.08) (-12.63) ( -6.63)
. -0.039 7% . 0.048 3***
CAPX,, SALE, ,
( -6.64) (3.46)
-0.379 2% -0.470 8 -0.0125
SIZE; ,_, GDP; _,
( -9.76) ( -10.69) (-1.18)
0.111 3% 0.113 8***
IA; QUARDUM,
(4.58) (4.48)
0.253 5*** 0.229 0 ***
NWC; -
(10.97) (9.54)
0.002 0 0.065 4***
DIVIDUM, ,_,
(0.14) (4.42)
QUARDUM,
34 918 32 406 22 251

1% 5%

10%
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Economic policy uncertainty and corporate cash holding strategy:

Empirical research by using China economic policy uncertainty index

LI Feng-u SHI Yong-dong
Research Center of Applied Finance Dongbei University of Finance & Economics Dalian 116025 China

Abstract: This paper investigates the influence of economic policy uncertainty on corporate cash holding strat—
egies. It is found that firms hold more cash reserves with increasing economic policy uncertainty which is
more evident in firms with more severe financial constraints lower ownership concentration or lower learning
ability. More importantly this paper uses intermediary effect analysis to find that at least a part of the increase
of firms’ cash holding is at the cost of abandoning investment opportunities.

Key words: economic policy uncertainty; cash holding; intermediary effect



