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Conclusion

Using a difference-in-differences approach, we find that firms increase
their cash holdings after announcements of accounting restatements. The
effect is concentrated in restatements related to accounting irregularities
rather than accounting errors. The effect of irregularity restatements on
the cash holdings of firms is more pronounced when firms have a higher
demand for precautionary savings, and the effect is less pronounced
when firms experience a greater decrease in CEO option compensation
or a greater decrease in overinvestment.
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