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	Variable
	Definition
	Source 

	Debt FF1
	Dummy variable 1 is assigned to firms that has at least three consecutive years of unused debt capacity, and zero otherwise.  
	S&P Capital IQ and authors calculation

	Debt FF2
	Total debt divided by equity 
	S&P Capital IQ and authors calculation

	Cash FF1
	Firms with cash more than industry median are cash flexible firms that are assigned a dummy variable 1 and zero otherwise. 
	S&P Capital IQ and authors calculation

	Cash FF2
	Natural logarithm of one plus cash and cash equivalents
	S&P Capital IQ and authors calculation

	EPU
	Economic policy uncertainty 
	http://www.policyuncertainty.com/index.html 

	Maturity
	Ratio of debt repayable after one year to total debt
	S&P Capital IQ and authors calculation

	MTB
	Ratio of market value of equity to book value of equity
	S&P Capital IQ and authors calculation

	Tangibility
	Ratio of fixed assets to total assets 
	S&P Capital IQ and authors calculation

	NDTS
	Depreciation divided by total assets
	S&P Capital IQ and authors calculation

	E.Sales
	Earnings before extraordinary items divided by sales
	S&P Capital IQ and authors calculation

	NWC.TA
	(Current assets – current liabilities) divided by total assets
	S&P Capital IQ and authors calculation

	Firm Size
	Natural logarithm of total assets 
	S&P Capital IQ and authors calculation

	RE.TE
	Retained earnings divided by total equity
	S&P Capital IQ and authors calculation

	Firm Age
	Natural logarithm of one plus firm age
	S&P Capital IQ and authors calculation


Source: S&P Capital IQ and authors calculation


[bookmark: _Hlk131625469]Appendix 2: Descriptive Statistics 
	Variable
	 Obs
	 Mean
	 Std. Dev.
	 Min
	 Max

	 Debt FF1
	1014
	.18
	.39
	0
	1

	 Debt FF2
	1014
	.24
	.25
	0
	1.26

	 Cash FF1
	1014
	.5
	.5
	0
	1

	 Cash FF2
	1014
	5.29
	1.62
	0
	8.37

	 EPU
	1014
	73.6
	19.77
	39.88
	134.57

	 Maturity
	1014
	.64
	.42
	0
	1

	 MTB
	1014
	2.96
	7.98
	-.02
	124.67

	 Tangibility
	1014
	.53
	.32
	0
	.99

	 NDTS
	1014
	.01
	.01
	0
	.04

	 E.Sales
	1014
	.03
	1.16
	-12.38
	7.6

	 NWC.TA
	1014
	.06
	.13
	-.47
	.55

	 Firm Size
	1014
	7.27
	1.14
	0
	9.27

	 RE.TE
	1014
	.46
	3.61
	-11.96
	71.07

	 Firm Age
	1014
	41.02
	31.74
	3
	154.25

	Refer Appendix 1 for variable definitions


Source: Authors' own work







Appendix 3: Pairwise correlations
 
	Variables
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)
	(8)
	(9)
	(10)
	(11)
	(12)
	(13)
	(14)

	(1) Debt FF1
	1.00
	
	
	
	
	
	
	
	
	
	
	
	
	

	(2) Debt FF2 
	-0.18***
	1.00
	
	
	
	
	
	
	
	
	
	
	
	

	(3) Cash FF1
	0.02
	-0.03
	1.00
	
	
	
	
	
	
	
	
	
	
	

	(4) Cash FF2
	0.08**
	0.03
	0.56***
	1.00
	
	
	
	
	
	
	
	
	
	

	(5) EPU
	0.12***
	0.04
	0.02
	0.00
	1.00
	
	
	
	
	
	
	
	
	

	(6) Maturity
	-0.08***
	0.54***
	0.08**
	0.22***
	-0.01
	1.00
	
	
	
	
	
	
	
	

	(7) MTB
	-0.03
	0.04
	0.04
	0.14***
	-0.03
	0.09***
	1.00
	
	
	
	
	
	
	

	(8) Tangibility
	-0.01
	0.45***
	-0.06*
	0.03
	0.02
	0.21***
	-0.07**
	1.00
	
	
	
	
	
	

	(9) NDTS
	0.05
	-0.04
	0.02
	0.09***
	0.05
	0.00
	0.17***
	0.23***
	1.00
	
	
	
	
	

	(10) E.Sales
	0.01
	-0.01
	0.05*
	-0.01
	0.01
	-0.01
	0.04
	-0.04
	-0.06**
	1.00
	
	
	
	

	(11) NWC.TA
	0.00
	-0.06*
	0.05
	0.08**
	-0.15***
	0.00
	0.11***
	-0.21***
	0.06*
	0.10***
	1.00
	
	
	

	(12) Firm Size
	0.09***
	0.14***
	0.40***
	0.55***
	0.00
	0.22***
	0.09***
	-0.01
	-0.05
	0.00
	-0.03
	1.00
	
	

	(13) RE.TE
	0.04
	0.00
	0.01
	0.03
	-0.07**
	0.03
	0.48***
	-0.05*
	0.03
	0.09***
	0.21***
	0.01
	1.00
	

	(14) Firm Age
	0.03
	-0.02
	0.08**
	0.16***
	0.01
	-0.12***
	-0.01
	-0.09***
	-0.11***
	0.00
	-0.14***
	0.19***
	-0.03
	1.00

	*** p<0.01, ** p<0.05, * p<0.1



Refer Appendix 1 for variable definitions
Source: Authors' own work


Appendix 4: OLS regression results of EPU impact on debt (Debt FF1) and cash (Cash FF1) flexibility before and during COVID-19
	 
	(1)
	(2)
	(3)
	(4)

	Variables
	Pre-Covid
	During Covid
	Pre-Covid
	During Covid

	 
	Debt FF2
	Debt FF2
	Cash FF2
	Cash FF2

	EPU
	0.000984***
	-0.000644*
	-0.0022
	0.0039

	
	-0.001
	-0.017
	-0.368
	-0.073

	Firm Size
	0.0392
	0.202*
	0.964***
	1.373

	
	-0.086
	-0.034
	0.000
	-0.072

	MTB
	0.00324***
	0.00991***
	0.00509
	0.00478

	
	0.00
	0.00
	-0.328
	-0.815

	Maturity
	0.174***
	0.185***
	0.621***
	0.312

	
	0.00
	0.00
	0.00
	-0.129

	Tangibility
	0.222***
	0.213**
	5.084***
	6.212***

	
	0.00
	-0.005
	0.00
	0.00

	NDTS
	1.625
	7.889**
	-30.57**
	-7.64

	
	-0.219
	-0.003
	-0.006
	-0.719

	E.Sales
	-0.00607
	0.00154
	0.233
	-0.0177

	
	-0.774
	-0.62
	-0.19
	-0.48

	NWC.TA
	-0.115**
	0.0782
	1.092**
	0.952

	
	-0.009
	-0.208
	-0.003
	-0.058

	RE.TE
	-0.00229
	-0.00519*
	-0.0029
	0.0138

	
	-0.074
	-0.038
	-0.787
	-0.49

	Firm age
	0.00791*
	-0.0320**
	0.155***
	-0.0237

	
	-0.035
	-0.009
	0.00
	-0.809

	Constant
	-0.686**
	-0.104
	-10.72***
	-7.685

	
	-0.002
	-0.896
	0.000
	-0.228

	N
	663
	351
	663
	351

	R-sq
	0.371
	0.326
	0.522
	0.326

	aic
	-1082.6
	-668.5
	1736.6
	795.8

	p
	0.000
	0.000
	0.000
	0.000



p-values in parentheses * p<0.05, ** p<0.01, *** p<0.001
Refer Appendix 1 for variable definitions
Source: Authors' own work





Appendix 5: DID estimations results of covid induced EPU 
	 
	(1)
	(2)
	(3)
	(4)

	Variables
	Debt FF1
	Debt FF2
	Cash FF1
	Cash FF2

	Treat
	0.0666*
	0.0297**
	0.0659*
	-0.102

	
	-0.021
	-0.002
	-0.041
	-0.176

	Post
	-0.057
	0.0488**
	-0.305***
	-0.646***

	
	-0.254
	-0.003
	0.000
	0.000

	Treat*Post
	0.041
	-0.0572***
	0.153**
	0.311*

	
	-0.405
	0.000
	-0.005
	-0.015

	Firm Size
	0.004
	0.0454*
	0.185**
	0.667***

	
	-0.946
	-0.018
	-0.005
	0.000

	MTB
	-0.00493**
	0.00369***
	-0.00486*
	0.001

	
	-0.008
	0.000
	-0.020
	-0.893

	Maturity
	-0.221***
	0.184***
	0.050
	0.567***

	
	0.000
	0.000
	-0.264
	0.000

	Tangibility
	0.264**
	0.266***
	0.735***
	5.337***

	
	-0.006
	0.000
	0.000
	0.000

	NDTS
	3.022
	-0.139
	-6.161
	-22.85*

	
	-0.373
	-0.901
	-0.106
	-0.011

	E.Sales
	0.005
	0.003
	0.002
	-0.027

	
	-0.645
	-0.334
	-0.885
	-0.313

	NWC.TA
	0.075
	-0.0957**
	0.168
	1.023***

	
	-0.491
	-0.008
	-0.169
	0.000

	RE.TE
	0.0100**
	-0.002
	0.005
	0.000

	
	-0.007
	-0.104
	-0.272
	-0.979

	Firm age
	0.0507***
	0.00803*
	-0.003
	0.105***

	
	0.000
	-0.026
	-0.793
	0.000

	Constant
	-1.972**
	-0.698***
	-1.045
	-6.748***

	
	-0.001
	0.000
	-0.119
	0.000

	Period FE
	Yes
	Yes
	Yes
	Yes

	N
	1014
	1014
	1014
	1014

	R-sq
	0.099
	0.387
	0.149
	0.453

	p
	0.000
	0.000
	0.000
	0.000


p-values in parentheses * p<0.05, ** p<0.01, *** p<0.001
Refer Appendix 1 for variable definitions
Source: Authors' own work










