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The Dynamism of Cash holdings and the Behavior of Cash-rich Firms

Nakaoka, Takayoshi
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Earnings at Risk

In this study, the cash holding behavior of Japanese companies and their
economic outcomes were examined using the econometrics and the non-parametric statistical analysis.
First, we estimated the Earnings at Risk by Monte Carlo simulation for listed companies in Japan,
and verified how much capital loss would occur if such a tail risk were to emerge. Second, we
examined the impact of cash and deposits (including the BOJ current accounts) of the banking
industry on the productivity change of the industry due to the quantitative easing policy. As a
result, it was shown that the increase in cash and deposits accompanying the quantitative easing
policy improves productivity through lending and purchase of securities, but its effect is limited.
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Note:
Heteroskedasticity-robust standard errors are reported in parentheses. Superscripts
*xk k% % correspond to statistical significance at the 1%, 5%, 10% levels, respectively.
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