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1.0 Introduction

Abstract

This paper seeks to examine the impact of Covid-19
pandemic on corporate cash holding. The research collects
data from 531 listed Vietnamese firms for the period
2020Q1-2021Q1. The data are analyzed using panel Fixed
Effect model. Results show that corporations hoard more
cash in response to the Covid-19 pandemic. This can be
attributed to firms’ precautionary purpose and investment
delays to a limited extent. Firms' increased cash holdings are
channeled through conservative payout policy. The results
further reveal that hoarding cash amid the pandemic
alleviates the adverse impacts of the Covid-19 outbreak on
investment. Previous studies identified various determinants
that affect firms’ cash holding. Our study adds another critical
factor, a rare disaster, as an important determinant of corpo-
rate cash policy.

Acknowledgement: Dung Viet Tran gratefully acknowledges the financial
support from the Banking Academy of Vietnam.

negative consequences of the pandemic on
firms have motivated them to be cautious

The Covid-19 pandemic emerged in 2020
and spread at a frightening speed, causing
a severe damage to the global economy
(Goodell, 2020; 2020). Countries across the
world implemented nationwide lockdown
and suspension of production and distribu-
tions of goods and services for a consider-
able period. This has resulted in a fatal
disruption in the stream of corporate cash
flow, drowning out firms into liquidity crisis
which  consequently  increases  the
bankruptcy risk (Acharya and Steffen, 2020;
Wang et al., 2020). The elevated uncertainty
induced by the pandemic rises the external
financing costs (Ke, 2021), aggravating
firms’ financial constraint (Brogaard and
Detzel, 2015). Moreover, the pandemic-
imposed financial hardships are more
pronounced for firms which experienced
tighter financial budget before the
pandemic (Ding et al, 2021). These

and hoard more cash to soften financial
shocks and ensure the continuity of opera-
tions. Additionally, the real options mecha-
nism reveals that firms find it advanta-
geous to delay investments amid elevated
uncertainty, resulting in higher cash
holdings. Accordingly, we hypothesize that
a firm would tend to hoard more cash amid
the pandemic.

Literature provides limited evidence as to
the effect of Covid-19 on firms' cash behav-
ior. Acharya and Steffen (2020) and Tawiah
and Keefe (2022) for US firms, Qin et al.
(2020) for firms listed in Shanghai and
Shenzhen stock exchanges, show that
firms increased cash holdings during the
early phase of the pandemic (first quarter
of 2020). Such behavior is driven by firms'
precautionary motive to safeguard against
future uncertainties (Pettenuzzo et al,,
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2021). This strand of literature provides
early evidence and lays the foundation for
further study that covers an extended
period of time and different countries. We
build upon this literature to examine the
impact of Covid-19 pandemic on firms'
cash holding. We further explore the
purpose behind firms' tendency of large
cash holding and investigate the channel
through which firms accumulate cash.

We analyze quarterly data of 531 listed
Vietnamese firms for the period 2020Q1-
2021Q1. Updated quarterly data allows us
to identify in a timely manner how the
Covid-19 outbreak affects corporate cash
holdings. Our study documents that firms
hold more cash during the pandemic. We
unfold the motives behind the dash for
cash amidst the pandemic: (i) the precau-
tionary purposes, and (i) investment
delays, to a limited extent. Our results also
suggest that firms hoard more cash amid
the pandemic by reducing their payout. We
document the dash for cash during the
pandemic alleviates the adverse impacts of
the Covid-19 outbreak on investment.

Our study contributes to the nascent
literature which aims to assess the impacts
of Covid-19 on corporate behavior, and to a
large literature of corporate cash holdings.
Acharya and Steffen (2020) and Qin et al.
(2020) cover only the first quarter of 2020,
which was just the beginning of the
pandemic. Our study covers the peak of the
pandemic and can be considered an impor-
tant extension to this stream of scarce
literature.

Moreover, we use Vietnam as a laboratory
for our study because firms in emerging
markets experience costlier external financ-
ing due to the market imperfections
stemming from their underdeveloped
financial systems (Love, 2003). Additionally,
the investors' protection in Vietnam is
among the weakest group in the world,
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hence it makes Vietnamese firms difficult
to access external financing (La Porta et al.,
1998). This further leads to a costlier
external financing, implying firms to rely
more on internal financing. Considering the
limited availability of hedging instruments,
Vietnam presents as an ideal case to exam-
ine the corporate cash holding behavior.

Second, previous studies identif ied
financial constraint (Denis, 2011), corpo-
rate governance (Dittmar and Mahrt-Smith,
2007), corporate culture (Chen et al., 2015),
and policy uncertainty (Phan et al., 2019) as
important elements that affect firms' cash
holding. Our study adds another critical
factor, a rare disaster, as critical determi-
nant of corporate cash policy.

Third, our timely evidence has prominent
implications for managers. Corporate
managers should pay more attention for
cash management to buffer against
business shutdown and maintain smooth
operations since these rare disasters are
completely out of reach of corporations
and cannot be adequately eliminated
through hedging strategies. While excess
cash-holding at present delays long-term
investments and obstructs firms' future
growth, a shortage of cash during the
pandemic may intensify the risk of being a
fallen angel (Acharya and Steffen, 2020).
Thus, our research provides an important
insight by investigating if managers'
precautionary motive outweighs firms'
long-term sustainability.

2.0 Literature
development

review and hypothesis

2.1 The precautionary motive of firm cash
holding

Hyman P Minsky, a renowned American
economist, provided valuable insights into
the different reasons for retaining cash, one
of which is the precautionary motive
(Minsky, 1975). The cautious motive is a
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factor that motivates individuals and corpo-
rations to retain liquid cash reserves
instead of investing in assets that are less
easily converted to cash. Minsky's
viewpoint on the precautionary motive can
be comprehended by considering the
concept of financial instability and the
inherent uncertainties present in economic
contexts.

Minsky highlighted that the economic
milieu is essentially unpredictable and
susceptible to abrupt fluctuations. Given
this ambiguity, it is advisable for firms to
retain cash as a precautionary measure
against unforeseen circumstances that
may necessitate rapid expenditures
(Fazzari et a., 2008). Examples of such
circumstances could encompass abrupt
income reduction, unforeseen exigencies
(such as Covid-19 pandemic), or unantici-
pated investment prospects. Moreover,
Minsky also further highlighted that
financial markets are prone to volatility,
which can lead to unpredictable fluctua-
tions in asset prices (Minsky, 1977). Having
cash on hand serves as a safeguard
against these changes, enablingnfirms to
refrain from selling assets at a disadvanta-
geous price during a downturn or financial
crisis.

In essence, Minsky's incorporation of the
precautionary motive in his comprehensive
analysis of financial instability underscores
the significance of being prepared for the
inherent unpredictability and probable
downturns in financial systems. By retain-
ing cash, both individuals and institutions
can effectively mitigate risk and uphold
stability when confronted with unexpected
economic difficulties.

2.2 Review of relevant literature

The literature on cash holdings indicates
that firms hoard cash for two main reasons:
a precautionary motivation, which is driven
by the anticipation of future financial

constraints, and an agency motive, which is
influenced by the defects in the dispersed
ownership structure of public firms (Amess
etal, 2015). Hong and Liu (2023) analyze d
the influence of regional diversification on
company cash reserves and present
supporting evidence for the precautionary
saving motive. By diversifying their opera-
tions over several geographic locations,
firms can minimize their vulnerability to
risks that are peculiar to individual states.
This allows firms to stabilize their cash
flows and thus, reduces their need to hold
excess capital as a precautionary measure
(Fernandes and Gonenc, 2016). The
regional diversification and cash reserves
becomes more prominent for financially
constrained firms and companies with
active internal capital markets (Dimitrov
and Tice, 2006).

Prior studies provide evidence of the motive
and determinants of corporate cash
holding in different country settings. For
example, Weidemann (2018) reviewed the
literature of corporate cash holding
research and mentioned eleven general
characteristics that had been discovered to
influence corporate cash holdings. Notable
drivers among them include business size,
growth possibilities, leverage, liquidity
substitutes, and corporate governance.
However, most studies focus on the US and
China. For example, Magerakis et al. (2023)
docu-mented that uncertainty in policies
leads to a cautious reason for keeping more
cash in US firms. They further showed that
They further show ed that the relationship
between cash flow and cash holdings is
more noticeable among financially cons-
trained firms. Similarly, Jayakody et al.
(2023) examine d the relationship among
local political corruption, political uncer-
tainty, and corporate cash holdings in the
United States. They illustrate d strong
evidence indicating that companies
situated in states with higher corruption
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scores respond to heightened local political
uncertainty by increasing their cash
reserves. Das et al. (2024) studied the
combined influence of economic policy
uncertainty and inflation risk on the corpo-
rate cash holdings of US companies
between 2011 and 2021. The findings
indicate d that both economic policy uncer-
tainty and inflation risk had a positive effect
on corporate cash holdings. In another
relevant study, Marwick et al. (2020) exhibit
ed a correlation between organization
capital and higher levels of cash holdings
by analyzing a large dataset of U.S. listed
corporations spanning from 1981 to 2017.
They further demonstrate d that the impact
of organization capital on corporate cash
reserves is more pronounced for firms
facing significant financing constraint and
cash flow uncertainty.

In the context of China, Gao and Gao (2023),
reveal ed that the adoption of low-carbon
practices leads to a decrease in firms' cash
reserves. Their channel analysis demon-
strated that the process of transitioning to a
low-carbon economy leads to a decrease in
financing cost and an increase in govern-
ment subsidies. Likewise, Legesse et al.
(2023) analyze d Chinese nonfinancial firm
for the period 1997 to 2018 and demon-
strate that economic policy uncertainty
leads to an increase in corporate cash
holdings. Additionally, the growth of
financial institutions and markets reduces
the sensitivity of corporate cash flow.
Zhang and Zhou (2022), using data from the
Chinese stock market between 1998 and
2019, show ed that market competition has
a negative impact on cash holdings. They
further found that business innovation
somewhat mediates this effect, whereas
financial constraint fully mediates it.

Apart from the single country context,
studies also provide evidence from interna-
tional and regional data. El Ghoul et al.
(2023) analyzed a large sample of 73,828
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firm-year observations from 19 countries
for the period 1988 to 2015. Their findings
provide d convincing evidence that there is
a negative relationship between economic
policy uncertainty and corporate cash
holdings. Ezeani et al. (2023) draw evidence
analyzing 2,805 observations from UK,
France, and Germany throughout the
period of 2009 to 2019. They found that the
characteristics of a company's board
influence the amount of cash that enter-
prises hold. In the context of six Gulf Coop-
eration Council (GCC) countries, Bugshan
et al. (2021) demonstrate d that the adher-
ence to Shariah principles by non-financial
listed enterprises has a noteworthy impact
on their decisions about cash holdings.
Farooq et al. (2024), for a large sample
collected from listed firms in BRICS
countries, show ed that firms that actively
participate in sustainable practices tend to
have lower cash levels.

The above discussion postulates that firms
hoard more cash during the time of uncer-
tainty resulting from political or natural
events. The COVID-19 pandemic signifi-
cantly amplified the precautionary motive
for corporate cash holdings, with firms
boosting their liquidity as a strategic
response to unprecedented uncertainty
(Elamer and Utham, 2024). The uncertainty
surrounding the availability of credit and
potential tightening of financial markets
further motivated firms to accumulate
cash, ensuring they could meet immediate
financial obligations without relying heavily
on external financing (Jung and Choi,
2024). Consequently, the pandemic marked
a pivotal shift in corporate cash manage-
ment strategies, underscoring the critical
role of liquidity in navigating severe global
disruptions.

Based on the above discussion, we formu-
late the following hypothesis.

H1: firms tend to hoard more cash during
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the Covid-19 pandemic.
3.0 Data and variables

We use financial data of listed Viethamese
firms for the period 2020Q1-2021Q1
collected from Thomson Reuters Eikon. All
missing firm-quarter observations are
removed. Our proxy for cash is the ratio of
cash and cash equivalent to assets (CASH).
We use the natural logarithm of total cases

infected (CVD) as our proxy for the Covid-19
pandemic. We control for size (SIZE),
leverage (LEV), performance (ROA), trade
credit (TRADE), growth opportunities
(GROWTH), Tobin" Q (TQ), and macroeco-
nomic conditions (GDPGR). The definitions
are in Table A1 (Appendix). All ratios are
winsorized at 1% and 99% levels. We report
the summary statistics in Table (1).

Table 1: Summary Statistics

Variable Obs Mean Std. Dev. Min Max
CASH 2547 0.14 0.156 0.001 0.675
TOTAL CASES INFECTED 2547 1138.58 862.87 212 2603
CVD 2547 6.668 0.927 5.357 7.864
SIZE 2547 13.631 1.562 9.942 17171
LEV 2547 0.223 0.193 0.00 0.753
GROWTH 2547 0.026 0.699 -2.33 2.317
ROA 2547 0.056 0.109 -0.308 0.469
TRADE 2547 0.162 0.151 -0.03 0.606
TQ 2547 1.149 1.392 0.093 37.696

Source: Authors' calculation

4.0 Empirical results
4.1. Baseline models
We apply the following regression:
Gi=CVD+ @ By toc+6,+e, (1)

where ¢, is the proxy for cash holding
(CASH) of firm i in time t. We use the natural
logarithm of total cases infected as our
main proxy for Covid-19 pandemic (CVD).
B Is the vector of control variables. To
alleviate endogeneity concerns, we lag all
explanatory variables of one period. All
specifications include firm-, and time-
fixed-effects. We use the heteroscedasticity
-robust standard errors clustered by firms
for statistical inference.

Our main results are shown in Table (2),
Panel A. Our baseline model (Model 1)
document a positive and statistically
significant (at 1% level) coefficient on CVD,

suggesting firms tend to hold more cash
during the pandemic. This supports our
primary hypothesis (H1). Our baseline
results support the finding of Acharya and
Steffen (2020) and confirm that cash
behavior of corporation in emerging market
is akin to that of advanced economies.
Leverage and Tobin's Q show a statistically
significant negative reaction to cash,
whereas firms' profitability, trade credit, and
GDP growth positively effect cash holding
during the Covid-19. In Model (2), we
augment our specification with additional
variables such as investment (CAPEX),
dividend payout (DIVIDEND), inflation rate
(INF). Our results remain unchanged.
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Table 2: Main results (PANEL A)

This table reports the regression results of Equation (1). Robust t-statistics are reported in parenthe-
ses. *** ** and * denote statistical significance at 1%, 5%, and 10% level, respectively.

Baseline Additional Low IIR High IIR Y=D.CASH+D.CAPEX
model variables
m 2 ©) 4) (5)
CVD 0.004+** 0.071%x* 0.005** 0.003** 0.004*
(0.0071) (0.003) (0.002) (0.002) (0.002)
SIZE -0.014 -0.015 -0.015 0.002 -0.123%**
(0.018) (0.024) (0.028) (0.020) (0.025)
LEV -0.088** -0.096** -0.048 -0.066%*  -0.117**
(0.042) (0.044) (0.068) (0.034) (0.057)
GROWTH -0.001 -0.004 -0.001 -0.001 0.006*
(0.002) (0.002) (0.002) (0.002) (0.003)
ROA 0.057** 0.045* 0.037 0.056%** -0.026
(0.024) (0.027) (0.044) (0.027) (0.026)
TRADE 0.129%** 0.120%** 0.1477%** 0.103***  0.327***
(0.038) (0.044) (0.053) (0.040) (0.058)
TOBIN'Q -0.012* -0.016* -0.014 -0.010 -0.033***
(0.007) (0.009) (0.014) (0.008) (0.010)
GDPGR 0.007*** -0.003 0.007*** 0.007**  0.079%**
(0.0071) (0.003) (0.002) (0.002) (0.003)
CAPEX -0.024*
(0.015)
DIVIDEND -0.004
(0.003)
INF -0.070%**
(0.003)
Constant 0.314 0.304 0.333 0.076 1.725%%%
(0.245) (0.338) (0.382) (0.274) (0.342)
Obs 2,558 1,903 1,252 1,306 1,696
Adj R2 0.060 0.069 0.057 0.075 0.141
BFE Yes Yes Yes Yes Yes
QFE Yes Yes Yes Yes Yes

Source: Authors' calculation

It should be emphasized that since our
specification generally controls for firm

investment via growth opportunities
(GROWTH), Tobin" Q (TQ), investment
(CAPEX), therefore our specification

reflects (i) the direct effect of the pandemic
on firms' cash holdings related to precau-
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tionary motives via CVD variable, as well as
(i) the indirect effect on firms' cash
holdings related to investment delays via
investment proxies. Since firms tend to
delay investment during the pandemic
(Zheng, 2021), the negative effect of invest-
ment proxies on cash holdings in Model (2)
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reflects the indirect and positive impact of
the pandemic on the level of cash holdings
via the investment channel. To decipher the
economic impacts of the pandemic on
cash holdings related to the precautionary
purposes and investment delays in
perspective, Model (2) suggests that one
standard deviation increase in the cases
infected implies an increase of 9.48% in
cash holdings after controlling for the
impacts of investment, whereas one stand-
ard deviation increase in CAPEX (TQ)
implies a decrease of 2.2 (0.2) bps in cash
holdings. This evidence suggests the
precautionary cash holding outweighs the
investment delays.

In Models (3)-(4), we conduct further inves-
tigation to document the motives after
holding cash amid uncertainty by perform-
ing our specification for subsamples of
firms based on the investment irreversibility
(IIR) proxied by the ratio of fixed to total
assets. We suggest that amid the
pandemic, firms subject to higher degree of
[IR tend to hold more cash to avoid invest-
ment delays, whereas firms subject to
lower degree of IIR hold more cash for
precautionary motives. In each quarter, we
rank firms based on IIR, and assign to the
high (low) IR subsample as those firms in
the top (bottom) 50 percentiles of IIR. The
findings in Models (3)-(4) indicate a positive
and significant effect of CVD on CASH for
both subsamples. The finding confirms the

evidence from Model (2), suggesting that
amid uncertainty, firms hold more cash
both for precautionary purposes and to
avoid investment delays, but with more
emphasis on the former motive.

We take further step by regressing the sum
of change of cash and investment (D.CASH
+ D.CAPEX) on CVD. We postulate that if the
investment delay results in higher cash, the
sum of change of cash and change of
investment should not differ from zero. The
coefficient on CVD consequently is not
statistically different from zero. The results
in Model (5) document the statistically
positive coefficient on CVD, suggesting the
cash-holdings-increasing effects of the
pandemic regardless of the investment
variation.

4.2. Alternative approaches and measures

We further verify the robustness of our
findings with alternative approaches and
measures. We perform our specification
using Prais-Winstein approach in Model (1)
to address the serial correlation, Newey-
West in Model (2) to address the autocorre-
lation. Results are reported in Panel B of
Table (2). The positive effect of Covid on
cash holding in the modified models is
economically more significant than the
baseline regression. This confirms our
hypothesis that firms hold more cash
during the pandemic.

Table 3: Main results (PANEL B)

This table reports the regression results of Equation (7). Robust t-statistics are reported in parenthe-
ses. ***, ** and * denote statistical significance at 1%, 5%, and 10% level, respectively.

Prais- Newey- CASH_1 CASH_2 XCASH DUM_
Winstein West CVvD
™M 2 ©) 4 5 (6)
CVD 0.043*** 0.037* 0.001* 0.008** 0.004*** 0.016%**
(0.009) (0.027) (0.007) (0.003) (0.002) (0.004)
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Prais- Newey- CASH_1 CASH_2 XCASH DUM_
Winstein West CVvD
M ) ®) &) ®) (6)
SIZE -0.006 -0.008*** -0.020%** -0.019 0.012 -0.006
(0.004) (0.003) (0.007) (0.040) (0.019) (0.012)
LEV -0.137%%* -0.239%** 0.000 -0.188* -0.074* -0.109%**
(0.027) (0.023) (0.020) (0.104) (0.042) (0.034)
GROWTH 0.000 -0.007* -0.000 -0.001 -0.001 -0.000
(0.007) (0.004) (0.007) (0.003) (0.002) (0.007)
ROA 0.049*** 0.332%** 0.010 0.096* 0.045* 0.0677***
(0.014) (0.039) (0.017) (0.052) (0.026) (0.027)
TRADE 0.135%** -0.1677%* 0.057*** 0.257%** 0.042 0.074**
(0.032) (0.024) (0.0271) (0.073) (0.042) (0.029)
TOBIN'Q 0.003 0.008* -0.005* -0.026*  -0.035*** -0.005
(0.003) (0.005) (0.003) (0.015) (0.008) (0.006)
GDPGR 0.0277** 0.022%* 0.004*** 0.0710%** 0.000 0.006%**
(0.004) (0.009) (0.007) (0.003) (0.002) (0.002)
Constant -0.093 0.030 0.293%** 0.465 -0.151 0.235
(0.087) (0.156) (0.097) (0.545) (0.266) (0.173)
Obs 2,558 2,558 2,533 2,558 1,791 3,601
Adj R2 0117 0.068 0.043 0.041 0.039 0.043
BFE Yes Yes Yes Yes Yes Yes
QFE Yes Yes Yes Yes Yes Yes

Source: Authors' calculation

Next, we verify whether our findings hold
with alternative measures. We use the ratio
of cash over assets (CASH_1) in Model (3),
and the ratio of cash and cash equivalent
over assets (CASH_2) in Model (4) of panel
B. Following Dittmar and Mahrt-Smith
(2007), Frésard and Salva (2010), in Model
(5), we use excess cash (XCASH) as
dependent variables since excess cash is
defined as cash that is not needed for
operations or investments. In all specifica-
tions, we obtain similar findings.

Finally, we create a dummy variable which
is equal to one for the period from 2020Q1
to 2021Q1, and zero for the period from
2019Q1 to 2019Q4, then re-run our specifi-
cation for the period 2019Q1-2021Q1. The
results in Model (6) document that firms
tend to hold more cash during the
pandemic than the earlier period which
supports our finding that pandemic has
forced firms to hold more cash.
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5.0 How do firms increase cash holding
amid the pandemic?

We examine the origin of the increased
cash holdings during the pandemic times.
The elevated uncertainty due to the Covid-
19 outbreak made it difficult for firms to
plan their business. Managers by caution
tend to ensure a certain level of liquidity to
avoid the rescue for external financing
(Opler et al., 1999). One of the prime targets
of conserving cash is the suspension of
dividend. Krieger et al (2021) show ed that
US firms either substantially cut dividend
payments or entirely omitted paying
dividend in the second quarter of 2020.
They further estimate d the cuts and
omission to be three to five times larger
than any quarter during the last five years
preceding the pandemic. Similarly, Cejnek
et al. (2021) drew evidence from index
dividend futures to conclude that near-term
dividend expectations dropped dramati
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cally at the beginning of Covid-19. Thus, we
investigate if Vietnamese firms limit their
payout to create a cash buffer. We then
regress dividend ratio on CVD. The results
in Model (1), Table (3) suggest a negative

and significant relation between CVD and
DIVIDEND, confirming our postulation
about the decreased payout amid the
pandemic.

Table 4: Additional analyses
*xx, %% and * denote statistical significance at 1%, 5%, and 10% level, respectively.

Y=DIVIDEND Y=CAPEX
M )
CVD -0.007* -0.006*
(0.004) (0.003)
CASH -0.191
(0.131)
CVD*CASH 0.037**
(0.017)
SIZE 0.135%** 0.016
(0.042) (0.026)
LEV -0.136%* -0.163**
(0.069) (0.082)
GROWTH -0.013* 0.007*
(0.006) (0.004)
ROA 0.066 -0.024
(0.045) (0.038)
TRADE -0.138* 0.042
(0.075) (0.046)
TOBIN'Q 0.057** 0.003
(0.024) (0.0171)
GDPGR 0.000 0.0710%**
(0.004) (0.004)
Constant -1.820%** -0.121
(0.582) (0.355)
Obs 1,183 1,811
Adj R2 0.043 0.030
BFE Yes Yes
QFE Yes Yes

Source: Authors' calculation

6.0 The benefits of cash holding amid the
pandemic

Literature suggests a decrease in invest-
ment when firms face higher uncertainty
(Gulen and lon, 2016). Jiang et al. (2021)
observe d Chinese firms' investment behav-
ior during the Covid-19 and illustrate that
excess cash reserve helped Chinese firms

not only to better deal with adverse external
shocks stemming from the Covid-19 but
also to increase investment in fixed assets.
Almeida (2020) developed a model to show
that it is logical for firms to issue debt and
preserve cash during the pandemic-like
uncertain economic circumstances so that
required investment can be financed in time.
In commensuration with this proposition,
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we investigate whether cash holdings
mitigate the adverse effects of the
pandemic on our sample firm's investment.
We perform the following model:

CAPEX=CVDj+CASH;;1+CVDi*CASH;i1+6
iitociHOter (2)

where CAPEX is the ratio of capital expendi-
ture over assets. Our variable of interest is
the interaction term CVD*CASH. We report
the results in Model (2), Table (3). We
document that firms decrease their invest-
ments during the pandemic; however, this
effect is mitigated with cash-rich firms.
This implies that cash-constraint firms tend
to hoard cash for precautionary purpose,
but they utilize extra cash for mitigating
investment delay.

7.0 Conclusions

The Covid-19 pandemic have forced corpo-
rations to favor holding more cash during
the pandemic than the business-as-usual.
We thus, investigate the relation between
the Covid-19 pandemic and corporate cash
holdings in an emerging market setting.
Using a noble dataset consisting of 531
Vietnamese listed firms for the period
2020Q1-2021Q1, we document consistent
evidence of firms' dash for cash amid the
pandemic. The purpose of accumulating
cash during the pandemic can be attributed
to the precautionary motive, and to a
smaller extent, investment delays. We
further document firms reduce dividends in
order to build higher cash buffer against the
pandemic shocks. Finally, we document the
mitigating role of cash holding on the
investment-decreasing effects of firms.

Our study contributes to the growing
literature on the impacts of the Covid-19
pandemic and the large literature of corpo-
rate cash holdings. In addition, our findings
provide valuable insights into the theories of
corporate cash hoarding, with a special
emphasis on the situations of high uncer-
tainty. The pandemic situation highlighted
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the importance of having cash reserves as a
crucial safeguard against economic disrup-
tions, confirming the theories that connect
the accumulation of cash to techniques for
managing risks. This reinforces the
perspective that companies give priority to
maintaining sufficient cash flow in order to
manage risks and ensure the continuity of
their operations during times of crisis.
Moreover, the observed delays in invest-
ment indicate a relationship between saving
money as a precaution and making careful
financial plans, where companies weigh
their immediate need for cash with future
investment prospects. These dynamics
clarify the intricate connection between
cash reserves, company investment behav-
ior, and financial stability amid exceptional
disturbances.

Our results provide managers of emerging
economies with some practical implica-
tions. Government and regulatory authori-
ties should contemplate implementing
measures that offer provisional financial
assistance or credit arrangements to
mitigate the necessity for excessive
accumulation of cash, which can impede
wider economic recovery. Moreover, imple-
menting policies that focus on stabilizing
financial markets could help reduce the
need for corporations to adopt excessively
cautious payout policies. Enhancing the
infrastructure for managing crises and
promoting conditions that support sustain-
able investment can prevent the depletion
of long-term development and innovation
while  maintaining  sufficient  liquidity
reserves. In addition, we have shown that
firms hold more cash by suspending
dividend payments as well as delaying
capital investment. This may have adverse
consequences on firms' market perfor-
mance and future prospect. To ease the
pressure from stockholders for
non-payment of dividends, the government
can ensure the liquidity in the capital
market so that stockholders who need
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immediate cash can recourse to the
markets with ease and minimum transac-
tion cost. Our results further illustrate that
cash rich firms did not compromise capital
expenditure during the pandemic. This
implies that cash-constraint firms may face
growth decline in the future. To overcome
this obstacle, governments in emerging
markets can provide incentives through
fiscal and monetary measures so that
cash-deprived firms can resort to fund
providers during uncertain economic
circumstances like the Covid-19.

Our research, however, focus es on a small
emerging country, Vietnam. Hence, it could
be difficult to generalize the findings for
other emerging economies Future research
may focus on other developing countries
and compare and contrast the results to
this study.
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9.0 Appendix
Table AT: Variables definitions
Variables | Definitions
Dependent variables
Cash | The ratio of cash and short-term investments to assets
Variable of interests
CVvD | Natural logarithm of total cases infected
Control variables
SIZE Natural logarithm of assets
LEV The ratio of total debt to assets
GROWTH Income before taxes, provisions recognized in income over total assets
ROA Net income before taxes to assets
TRADE Trade receivables to assets
TOBIN'Q Market value to assets
INF Inflation
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