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We empirically examine motives of cash-holding of Japanese corporate

managements. Concretely, we focus on two aspects of the motives. One 1s a positive aspect that means
insurance against future financial constraints. The other is negative one based on the

Free-cashflow hypothesis. Excess cash-holding might cause moral hazard behavior of managements. We
confirm the insurance roll of cash holding thorough finding out the negative relation between
dependence on main-bank and cash-holding. If the firms were financially dependent upon their
main-banks heavily, they could get financial supports from main-banks in case of financial
difficulty. Therefore, they need not have much cash as insurance for financial difficulty. And we
ascertain the negative aspect of cash-holding by confirming the negative relation between tendency
of shareholder returns and cash-holding. Imposing strict discipline of shareholders on managements
could prevent excess cash-holding and mitigate moral hazard problem.
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