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This paper examines the relationship between common stock and option holdings of managers
and the choice of investment and �nancing decisions by �rms. The authors �nd support for the
hypothesis of a positive relationship between the security holdings of managers and the changes in
�rm variance and in �nancial leverage. This conclusion is based on samples of acquiring and
divesting �rms. The �ndings are consistent with the hypothesis that executive security holdings
have a role in reducing agency problems.
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