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How Does Digital Finance Affect Corporate Cash Holdings?

FU Shun'”, WANG Zhengwei’, WANG Yutong”, JIANG Jinglin®

(1. School of Finance, Nanjing Audit University, Nanjing 211815, China;
2. PBC School of Finance, Tsinghua University, Beijing 100083, China)

Abstract: This study systematically examines the impact of digital finance on corporate cash holdings based on data from listed companies
from 2011 to 2020 and the city level digital inclusive finance index. Research has found that digital finance significantly increases the cash
holdings of corporate in the region, and in addition to coverage breadth and degree of digitization in the sub indicators of digital finance, dig-
ital payment and internet credit business in the secondary indicators will significantly increase the cash holdings of corporate. It is further
found that digital finance increases corporate cash holdings through mechanisms such as increasing cash flow from operating activities, inhib-
iting corporate leverage ratio and reducing debt financing. In addition, for smaller enterprises with private and weak bank enterprise rela-
tionships, digital finance has a more significant impact on their cash holdings. This study enriches the economic consequences of the devel-
opment of digital finance and expands the analytical framework of cash holding theory.

Key Words: digital finance; cash holdings; operating cash flow; leverage; debt financing; inclusive finance
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