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Abstract

We study the relationship between firm value and investment to test the underinvestment and
overinvestment hypotheses. The results obtained, using panel data methodology as the estimation
method, indicate that the abovementioned relation is quadratic, which implies that there exists an
optimal level of investment. As a consequence, firms that invest less than the optimal level suffer
from an underinvestment problem, while those investing more than the optimum suffer from
overinvestment. The quadratic relation is maintained when firms are classified depending on their

investment opportunities, the optimum being in accordance with the quality of investment
opportunities.

References v

Adedeji, A., ‘Does the pecking order hypothesis explain the dividend payout ratios of firms in the UK?’, Journal
of Business Finance & Accounting, Vol. 25, 1998, pp. 1127-55.

Google Scholar (4

Arellano, M. and Bond, S., ‘Some tests of specification for panel data: Monte Carlo evidence and an application
to employment equations’, Review of Economic Studies, Vol. 58, 1991, pp. 277-97.

Web of Science® [Z  Google Scholar &

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential


https://onlinelibrary.wiley.com/journal/1468036x
https://onlinelibrary.wiley.com/toc/1468036x/2003/9/2
https://doi.org/10.1111/1468-036X.00214
https://onlinelibrary.wiley.com/authored-by/Morgado/Artur
https://onlinelibrary.wiley.com/authored-by/Pindado/Julio
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D25%26publication_year%3D1998%26pages%3D1127-55%26journal%3DJournal%2Bof%2BBusiness%2BFinance%2B%2526%2BAccounting%26author%3DA.%2BAdedeji%26title%3D%25E2%2580%2598Does%2Bthe%2Bpecking%2Border%2Bhypothesis%2Bexplain%2Bthe%2Bdividend%2Bpayout%2Bratios%2Bof%2Bfirms%2Bin%2Bthe%2BUK%253F%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1111%2F1468-5957.00230&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1991FG98300005&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.2307%2F2297968&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D58%26publication_year%3D1991%26pages%3D277-97%26journal%3DReview%2Bof%2BEconomic%2BStudies%26author%3DM.%2BArellano%26author%3DS.%2BBond%26title%3D%25E2%2580%2598Some%2Btests%2Bof%2Bspecification%2Bfor%2Bpanel%2Bdata%253A%2BMonte%2BCarlo%2Bevidence%2Band%2Ban%2Bapplication%2Bto%2Bemployment%2Bequations%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.2307%2F2297968&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D1998%26author%3DM.%2BArellano%26author%3DS.%2BBond%26title%3DDynamic%2BPanel%2BData%2BEstimation%2BUsing%2BDPD98%2Bfor%2BGAUSS%253A%2BA%2BGuide%2Bfor%2BUsers&doi=10.1111%2F1468-036X.00214&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1992GZ26500012&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-4076%2892%2990037-R&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D51%26publication_year%3D1992%26pages%3D233-57%26journal%3DJournal%2Bof%2BEconometrics%26author%3DR.%2BBlundell%26author%3DS.%2BBond%26author%3DM.%2BDevereux%26author%3DF.%2BSchiantarelli%26title%3D%25E2%2580%2598Investment%2Band%2BTobin%2527s%2BQ%253A%2Bevidence%2Bfrom%2Bcompany%2Bpanel%2Bdata%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2F0304-4076%2892%2990037-R&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Chen, S. and Ho, K., ‘Market response to product-strategy and capital-expenditure announcements in
Singapore: investment opportunities and free cash flow’, Financial Management, Vol. 26, 1997, pp. 82-8.

Web of Science® [©4 Google Scholar &

Cleary, S., ‘The relationship between firm Investment and Financial Status’, The Journal of Finance, Vol. 54,
1999, pp. 673-92.

Web of Science® [Z4 Google Scholar &

Del Brio, E., Perote, J. and Pindado, J., ‘Measuring the impact of corporate investment announcements on share
prices: the Spanish Experience’, Journal of Business, Finance and Accounting, 2003, forthcoming.

Google Scholar 4

Doukas, J., ‘Overinvestment, Tobin's g and gains from foreign acquisitions’, Journal of Banking and Finance,
Vol. 19, 1995, pp. 1285-303.

Web of Science® [ Google Scholar &

Fazzari, S., Hubbard, R. and Petersen, B., ‘Financing constraints and corporate investment’, Brooking Papers
on Economic Activity, Vol. 1, 1988, pp. 141-95.

Google Scholar 4

Hubbard, R., ‘Capital-market imperfections and investment’, Journal of Economic Literature, Vol. 36, 1998,
pp. 193-225.

Web of Science® 4 Google Scholar ¥

Jensen, M. and Meckling, W., ‘Theory of the firm: managerial behaviour, agency cost and ownership structure’,
Journal of Financial Economics, Vol. 3, 1976, pp. 305-60.

CAC A Wah Af Crianrcam A CAanacla Crchalav [A

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1997YA23300006&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.2307%2F3666215&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D26%26publication_year%3D1997%26pages%3D82-8%26journal%3DFinancial%2BManagement%26author%3DS.%2BChen%26author%3DK.%2BHo%26title%3D%25E2%2580%2598Market%2Bresponse%2Bto%2Bproduct%25E2%2580%2590strategy%2Band%2Bcapital%25E2%2580%2590expenditure%2Bannouncements%2Bin%2BSingapore%253A%2Binvestment%2Bopportunities%2Band%2Bfree%2Bcash%2Bflow%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.2307%2F3666215&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=000079181400008&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1111%2F0022-1082.00121&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D54%26publication_year%3D1999%26pages%3D673-92%26journal%3DThe%2BJournal%2Bof%2BFinance%26author%3DS.%2BCleary%26title%3D%25E2%2580%2598The%2Brelationship%2Bbetween%2Bfirm%2BInvestment%2Band%2BFinancial%2BStatus%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1111%2F0022-1082.00121&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26publication_year%3D2003%26journal%3DJournal%2Bof%2BBusiness%252C%2BFinance%2Band%2BAccounting%26author%3DE.%2BDel%2BBrio%26author%3DJ.%2BPerote%26author%3DJ.%2BPindado%26title%3D%25E2%2580%2598Measuring%2Bthe%2Bimpact%2Bof%2Bcorporate%2Binvestment%2Bannouncements%2Bon%2Bshare%2Bprices%253A%2Bthe%2BSpanish%2BExperience%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1111%2F1468-5957.05254&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1995TE69800008&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0378-4266%2894%2900117-L&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D19%26publication_year%3D1995%26pages%3D1285-303%26journal%3DJournal%2Bof%2BBanking%2Band%2BFinance%26author%3DJ.%2BDoukas%26title%3D%25E2%2580%2598Overinvestment%252C%2BTobin%2527s%2Bq%2Band%2Bgains%2Bfrom%2Bforeign%2Bacquisitions%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2F0378-4266%2894%2900117-L&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D1%26publication_year%3D1988%26pages%3D141-95%26journal%3DBrooking%2BPapers%2Bon%2BEconomic%2BActivity%26author%3DS.%2BFazzari%26author%3DR.%2BHubbard%26author%3DB.%2BPetersen%26title%3D%25E2%2580%2598Financing%2Bconstraints%2Band%2Bcorporate%2Binvestment%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=000072737500006&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=e_1_2_1_11_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D36%26publication_year%3D1998%26pages%3D193-225%26journal%3DJournal%2Bof%2BEconomic%2BLiterature%26author%3DR.%2BHubbard%26title%3D%25E2%2580%2598Capital%25E2%2580%2590market%2Bimperfections%2Band%2Binvestment%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=32&doi=10.1111%2F1468-036X.00214&key=1%3ACAS%3A528%3ADyaE2sXis12rtg%253D%253D&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-405X%2876%2990026-X&linkType=COI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1976CJ65000001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-405X%2876%2990026-X&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D3%26publication_year%3D1976%26pages%3D305-60%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DM.%2BJensen%26author%3DW.%2BMeckling%26title%3D%25E2%2580%2598Theory%2Bof%2Bthe%2Bfirm%253A%2Bmanagerial%2Bbehaviour%252C%2Bagency%2Bcost%2Band%2Bownership%2Bstructure%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2F0304-405X%2876%2990026-X&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1986C125500066&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=e_1_2_1_13_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D76%26publication_year%3D1986%26pages%3D323-9%26journal%3DAmerican%2BEconomic%2BReview%26author%3DM.%2BJensen%26title%3D%25E2%2580%2598Agency%2Bcosts%2Bof%2Bfree%2Bcash%2Bflow%253A%2Bcorporate%2Bfinance%2Band%2Btakeovers%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Kaplan, S. and Zingales, L., ‘Do investment-cash flow sensitivities provide useful measures of financing
constraints?’, Quarterly Journal of Economics, Vol. 112, 1997, pp. 169-215.

Web of Science® & Google Scholar &

Lang, L. and Litzenberger, R., ‘Dividend announcements. Cash flow signalling vs. free cash flow hypothesis?’,
Journal of Financial Economics, Vol. 24, 1989, pp. 181-91.

Web of Science® & Google Scholar &

Lang, L., Ofek, E. and Stulz, R., ‘Leverage, investment and firm growth’, Journal of Financial Economics, Vol.
40, 1996, pp. 3-29.

PubMed & Web of Science® [Z  Google Scholar &

Lewellen, W. and Badrinath, S., ‘On the measurement of Tobin's q’, Journal of Financial Economics, Vol. 44,
1997, pp. 77-122.

Web of Science® & Google Scholar &

Miguel, A. and Pindado, J., ‘Determinants of capital structure: new evidence from Spanish panel data’, Journal
of Corporate Finance, Vol. 7, 2001, pp. 77-99.

Web of Science® &  Google Scholar &

Modigliani, F. and Miller, M., ‘The cost of capital, corporation finance and the theory of investment’, American
Economic Review, Vol. 48, 1958, pp. 261-97.

Web of Science® & Google Scholar &

Moulton, B., ‘Random group effects and the precision of regression estimates’, Journal of Econometrics, Vol.
32,1986, pp. 385-97.

Web of Science® Z Google Scholar &

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1997WM81900006&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1162%2F003355397555163&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D112%26publication_year%3D1997%26pages%3D169-215%26journal%3DQuarterly%2BJournal%2Bof%2BEconomics%26author%3DS.%2BKaplan%26author%3DL.%2BZingales%26title%3D%25E2%2580%2598Do%2Binvestment%25E2%2580%2590cash%2Bflow%2Bsensitivities%2Bprovide%2Buseful%2Bmeasures%2Bof%2Bfinancing%2Bconstraints%253F%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1162%2F003355397555163&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1989CE39400009&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-405X%2889%2990077-9&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D24%26publication_year%3D1989%26pages%3D181-91%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DL.%2BLang%26author%3DR.%2BLitzenberger%26title%3D%25E2%2580%2598Dividend%2Bannouncements.%2BCash%2Bflow%2Bsignalling%2Bvs.%2Bfree%2Bcash%2Bflow%2Bhypothesis%253F%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2F0304-405X%2889%2990077-9&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=8&doi=10.1111%2F1468-036X.00214&key=15774082&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-405X%2895%2900842-3&linkType=PMID&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1996TQ55900002&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-405X%2895%2900842-3&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D40%26publication_year%3D1996%26pages%3D3-29%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DL.%2BLang%26author%3DE.%2BOfek%26author%3DR.%2BStulz%26title%3D%25E2%2580%2598Leverage%252C%2Binvestment%2Band%2Bfirm%2Bgrowth%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2F0304-405X%2895%2900842-3&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1997XD60800004&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2FS0304-405X%2896%2900013-X&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D44%26publication_year%3D1997%26pages%3D77-122%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DW.%2BLewellen%26author%3DS.%2BBadrinath%26title%3D%25E2%2580%2598On%2Bthe%2Bmeasurement%2Bof%2BTobin%2527s%2Bq%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2FS0304-405X%2896%2900013-X&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=000169255300004&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2FS0929-1199%2800%2900020-1&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D7%26publication_year%3D2001%26pages%3D77-99%26journal%3DJournal%2Bof%2BCorporate%2BFinance%26author%3DA.%2BMiguel%26author%3DJ.%2BPindado%26title%3D%25E2%2580%2598Determinants%2Bof%2Bcapital%2Bstructure%253A%2Bnew%2Bevidence%2Bfrom%2BSpanish%2Bpanel%2Bdata%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2FS0929-1199%2800%2900020-1&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1958CAG7200001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=e_1_2_1_19_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D48%26publication_year%3D1958%26pages%3D261-97%26journal%3DAmerican%2BEconomic%2BReview%26author%3DF.%2BModigliani%26author%3DM.%2BMiller%26title%3D%25E2%2580%2598The%2Bcost%2Bof%2Bcapital%252C%2Bcorporation%2Bfinance%2Band%2Bthe%2Btheory%2Bof%2Binvestment%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1986E753100004&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-4076%2886%2990021-7&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D32%26publication_year%3D1986%26pages%3D385-97%26journal%3DJournal%2Bof%2BEconometrics%26author%3DB.%2BMoulton%26title%3D%25E2%2580%2598Random%2Bgroup%2Beffects%2Band%2Bthe%2Bprecision%2Bof%2Bregression%2Bestimates%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2F0304-4076%2886%2990021-7&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1987G799800012&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.2307%2F1391908&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D5%26publication_year%3D1987%26pages%3D275-82%26journal%3DJournal%2Bof%2BBusiness%2Band%2BEconomic%2BStatistics%26author%3DB.%2BMoulton%26title%3D%25E2%2580%2598Diagnostics%2Bfor%2Bgroup%2Beffects%2Bin%2Bregression%2Banalysis%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.2307%2F1391908&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1977ES83600002&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-405X%2877%2990015-0&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D5%26publication_year%3D1977%26pages%3D147-76%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DS.%2BMyers%26title%3D%25E2%2580%2598Determinants%2Bof%2Bcorporate%2Bborrowing%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2F0304-405X%2877%2990015-0&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Myers, S. and Majluf, N., ‘Corporate financing and investment decisions when firms have information that
investors do not have’, Journal of Financial Economics, Vol. 13, 1984, pp. 187-221.

PubMed Z Web of Science® 2 Google Scholar 4

Nohel, T. and Tarhan, V., ‘Shares repurchases and firm performance: new evidence on the agency costs of free
cash flow’, Journal of Financial Economics, Vol. 49, 1998, pp. 187-222.

Web of Science® &  Google Scholar &

Stiglitz, J. and Weiss, A., ‘Credit rationing in markets with imperfect information’, American Economic Review,
Vol. 71, 1981, pp. 393-410.

Web of Science® & Google Scholar &

Stulz, R., ‘Managerial discretion and optimal financing policies’, Journal of Financial Economics, Vol. 26, 1990,
pp. 3-27.

Web of Science® & Google Scholar &

Vogt, S., ‘The cash flow/investment relationship: evidence from U.S. manufacturing firms’, Financial
Management, Vol. 23, 1994, pp. 3-20.

Web of Science® &4  Google Scholar &

Vogt, S., ‘Cash flow and capital spending: evidence from capital expenditure announcements’, Financial
Management, Vol. 26, 1997, pp. 44-57.

Web of Science® & Google Scholar &

Whited, T., ‘Debt, liquidity constraints and corporate investment: evidence from panel data’, The Journal of
Finance, Vol. 47,1992, pp. 1425-60.

Weh of Sriencea® [/ Gnngole Schalar (4
This website utilizes technologies such as cookies to enable essential site functionality, as well as for

analytics, personalization, and targeted advertising. You may change your settings at any time or accept
the default settings. You may close this banner to continue with only essential cookies. Privacy Policy

Manage Preferences

Accept All

Reject Non-Essential



https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=8&doi=10.1111%2F1468-036X.00214&key=10425691&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-405X%2884%2990023-0&linkType=PMID&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=000081466300004&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-405X%2884%2990023-0&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D13%26publication_year%3D1984%26pages%3D187-221%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DS.%2BMyers%26author%3DN.%2BMajluf%26title%3D%25E2%2580%2598Corporate%2Bfinancing%2Band%2Binvestment%2Bdecisions%2Bwhen%2Bfirms%2Bhave%2Binformation%2Bthat%2Binvestors%2Bdo%2Bnot%2Bhave%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2F0304-405X%2884%2990023-0&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=000075480600003&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2FS0304-405X%2898%2900022-1&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D49%26publication_year%3D1998%26pages%3D187-222%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DT.%2BNohel%26author%3DV.%2BTarhan%26title%3D%25E2%2580%2598Shares%2Brepurchases%2Band%2Bfirm%2Bperformance%253A%2Bnew%2Bevidence%2Bon%2Bthe%2Bagency%2Bcosts%2Bof%2Bfree%2Bcash%2Bflow%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2FS0304-405X%2898%2900022-1&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1981LU03100011&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=e_1_2_1_25_1%3AISI&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D71%26publication_year%3D1981%26pages%3D393-410%26journal%3DAmerican%2BEconomic%2BReview%26author%3DJ.%2BStiglitz%26author%3DA.%2BWeiss%26title%3D%25E2%2580%2598Credit%2Brationing%2Bin%2Bmarkets%2Bwith%2Bimperfect%2Binformation%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1990EZ67200001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1016%2F0304-405X%2890%2990011-N&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D26%26publication_year%3D1990%26pages%3D3-27%26journal%3DJournal%2Bof%2BFinancial%2BEconomics%26author%3DR.%2BStulz%26title%3D%25E2%2580%2598Managerial%2Bdiscretion%2Band%2Boptimal%2Bfinancing%2Bpolicies%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1016%2F0304-405X%2890%2990011-N&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1994PH11900001&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.2307%2F3665735&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D23%26publication_year%3D1994%26pages%3D3-20%26journal%3DFinancial%2BManagement%26author%3DS.%2BVogt%26title%3D%25E2%2580%2598The%2Bcash%2Bflow%252Finvestment%2Brelationship%253A%2Bevidence%2Bfrom%2BU.S.%2Bmanufacturing%2Bfirms%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.2307%2F3665735&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1997XL00700004&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.2307%2F3666166&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D26%26publication_year%3D1997%26pages%3D-57%26journal%3DFinancial%2BManagement%26author%3DS.%2BVogt%26title%3D%25E2%2580%2598Cash%2Bflow%2Band%2Bcapital%2Bspending%253A%2Bevidence%2Bfrom%2Bcapital%2Bexpenditure%2Bannouncements%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.2307%2F3666166&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://onlinelibrary.wiley.com/servlet/linkout?suffix=null&dbid=128&doi=10.1111%2F1468-036X.00214&key=A1992JT34400008&getFTLinkType=true&doiForPubOfPage=10.1111%2F1468-036X.00214&refDoi=10.1111%2Fj.1540-6261.1992.tb04664.x&linkType=ISI&linkSource=FULL_TEXT&linkLocation=Reference
https://onlinelibrary.wiley.com/action/getFTRLinkout?url=http%3A%2F%2Fscholar.google.com%2Fscholar_lookup%3Fhl%3Den%26volume%3D47%26publication_year%3D1992%26pages%3D1425-60%26journal%3DThe%2BJournal%2Bof%2BFinance%26author%3DT.%2BWhited%26title%3D%25E2%2580%2598Debt%252C%2Bliquidity%2Bconstraints%2Band%2Bcorporate%2Binvestment%253A%2Bevidence%2Bfrom%2Bpanel%2Bdata%25E2%2580%2599&doi=10.1111%2F1468-036X.00214&doiOfLink=10.1111%2Fj.1540-6261.1992.tb04664.x&linkType=gs&linkLocation=Reference&linkSource=FULL_TEXT
https://www.wiley.com/privacy

Download PDF

ABOUT WILEY ONLINE LIBRARY

Privacy Policy
Terms of Use
About Cookies

Manage Cookies
Accessibility

Wiley Research DE&I Statement and Publishing Policies

HELP & SUPPORT

Contact Us
Training and Support
DMCA & Reporting Piracy
Sitemap

OPPORTUNITIES

Subscription Agents

Advertisers & Corporate Partners

CONNECT WITH WILEY

The Wiley Network

Wiley Press Room

Copyright © 1999-2026 John Wiley & Sons, Inc or related companies. All rights reserved, including rights for text and data mining and training
of artificial intelligence technologies or similar technologies.

WILEY

This website utilizes technologies such as cookies to enable essential site functionality, as well as for
analytics, personalization, and targeted advertising. You may change your settings at any time or accept

the default settings. You may close this banner to continue with only essential cookies.



https://onlinelibrary.wiley.com/doi/pdf/10.1111/1468-036X.00214
https://www.wiley.com/privacy
https://onlinelibrary.wiley.com/terms-and-conditions
https://onlinelibrary.wiley.com/cookies
https://onlinelibrary.wiley.com/accessibility
https://onlinelibrary.wiley.com/publishing-policies
https://hub.wiley.com/community/support/onlinelibrary
https://www.wiley.com/customer-success/wiley-online-library-training-hub
https://onlinelibrary.wiley.com/dmca-notification-policy
https://onlinelibrary.wiley.com/sitemap
https://onlinelibrary.wiley.com/agents
https://onlinelibrary.wiley.com/advertisers
https://www.wiley.com/network
https://newsroom.wiley.com/
https://www.wiley.com/
https://www.wiley.com/
https://www.wiley.com/privacy

