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This study analyzes (1) the characteristics of Iiguidit¥ in the Japanese
stock market and (2) the effect of firms" cash holdings on mitigating predictable and unpredictable
shocks. According to (1), the TSE First Section has the highest liquidity compared to the Second
Section and Mothers, judging from all indicators except turnover. Correlations between liquidity
indicators are not high. A size bias exists in the liquidity indicators in the TSE 1st section.
According to (2), firms® cash holdings have a positive impact on stock prices, which is reflected in
stock prices before predictable shocks. After unpredictable shocks, the cash value of financially
constrained firms is larger than that of unconstrained firms. When examining the impact of liquidity
on excess returns, it is better to use changes in the liquidity index.
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Can Cash Be a Ventilator for Firms Suffering from COVID-19? Evidence from Stock Market in Japan

2021

2021







