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6. Conclusions

We examine the relation between policy uncertainty and corporate cash 
holdings. Using the BBD index as a proxy for policy uncertainty, 
we find robust evidence that corporate cash holdings are 
positively related to policy uncertainty. Our analyses suggest that 
firms' precau-tions and, to a lesser extent, investment delays 
induced by policy un-certainty lead to larger cash reserves. Our 
findings of a positive relation between policy uncertainty and cash 
holdings for firms with high growth opportunities highlight the 
detrimental effects of policy un-certainty on the type of firms that 
typically create more jobs, which is also consistent with earlier 
evidence that policy uncertainty delays real investments and 
impedes job creation.
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