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Abstract

This paper links the CEO«=s concerns for the current stock price to reductions in real investment. These concerns depend on the amount of equity he intends to sell in the short-
term, but actual equity sales are an endogenous decision. We use the amount of stock and options scheduled to vest in a given year as an instrument for equity sales. Such vesting
is determined by equity grants made several years prior, and thus unlikely driven by current investment opportunities. An interquartile increase in instrumented equity sales is
associated with a decline of 0.25% in the growth of R&D/assets, 4.6% of the average R&D/assets ratio. Vesting-induced equity sales also increase the likelihood of meeting or
marginally beating analyst earnings forecasts, and are associated with higher returns to earnings announcements. More broadly, by introducing a measure of incentives that is not
driven by the current contracting environment < vesting-induced equity sales © our paper suggests that CEO contracts affect real outcomes.

Keywords: CEO Incentives, Managerial Myopia, Short-Termism, Vesting
JEL Classification: G31, G34, M12, M52
Suggested Citation »

Show Contact Information >

CEPR Subscribers Download (http://cepr.org/active/accounts/login.php) Purchase - $8

51 References

1. J Abarbanell , V Bernard
Tests of analysts' overreaction/underreaction to earnings information as an explanation for anomalous stock price behavior
Journal of Finance , volume 47 , p. 1181 - 1207 Posted: 1992

Crossref (https://doi.org/10.1111/j.1540-6261.1992.tb04010.x)

2. ) Asker, ) Farre-Mensa , A Ljungqvist
Corporate investment and stock market listing: A puzzle? Unpublished working paper Posted: 2014

Crossref (https://doi.org/10.1093/rfs/hhu077)

3. E Bartov, D Givoly, C Hayn
The rewards to meeting or beating earnings expectations

Journal of Accounting and Economics , volume 33 , p. 173 - 204 Posted: 2002

Crossref (https://doi.org/10.1016/s0165-4101(02)00045-9)
We use cookies that are necessary to make our site work. We may also use additional cookies to analyze,
4mptofghbeliydessbridiode our content and your digital experience. For more information, see our Cookie
Polif) ¢rttarivtenmnelobjictives/lega /toakirdertics) overinvestment in longterm projects

Journal of Finance , volume 48 , p. 719 - 729 Posted: 1993

Cookie Settings Accept all cookie



https://www.ssrn.com/
https://papers.ssrn.com/sol3/ShoppingCart.cfm
https://www.ssrn.com/index.cfm/en/subscribe/
https://hq.ssrn.com/submission.cfm
https://papers.ssrn.com/sol3/DisplayJournalBrowse.cfm
https://blog.ssrn.com/
https://www.ssrn.com/index.cfm/en/contactus/
javascript:void(0);
http://cepr.org/active/accounts/login.php
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=393296
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=365137
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=1285324
https://doi.org/10.1111/j.1540-6261.1992.tb04010.x
https://doi.org/10.1093/rfs/hhu077
https://doi.org/10.1016/s0165-4101(02)00045-9
https://doi.org/10.1111/j.1540-6261.1993.tb04735.x
javascript:void(0);
http://cepr.org/active/accounts/login.php
https://www.elsevier.com/legal/cookienotice

Load more

0 Citations

Fetch Citations

D)

Do you have a job opening that you would like to promote on SSRN?

Place Job Opening (https://www.ssrn.com/index.cfm/en/Announcements-Jobs/)

Paper statistics

DOWNLOADS

\BSTRACT VIEWS

4,224

51  References

PlumX Metrics

https //pIu mx ssrn/a/’

Kelated lgyrnals

CEPR Discussion Paper Series (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=223788)

Follow ®

Corporate Finance: Governance, Corporate Control & Organization ejournal (https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1508972)

Follow ®

View more >

Recommended Papers

Location of Decision-Rights Within Multinational Firms (https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2294744&rec=1&srcabs=2501628&pos=1)

By Leslie A. Robinson (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=413891) and Phillip C. Stocken (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?
per_id=49320)

Information Environment and the Investment Decisions of Multinational Corporations (https://papers.ssrn.com/sol3/papers.cfm?
abstract_id=1939494&rec=1&srcabs=2501628&pos=2)

By Nemit Shroff (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=995221), Rodrigo S. Verdi (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=343923), ...

Discussion of 'Financial Reporting Frequency, Information Asymmetry, and the Cost of Equity’ (https://papers.ssrn.com/sol3/papers.cfm?
abstract_id=2118815&rec=1&srcabs=2501628&pos=3)

By Rodrigo S. Verdi (https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=343923)

View more >

Foodl ol —
reeaGoatK—S>

Submit a Paper > (https://hq.ssrn.com/submission.cfm)

SSRN Quick Links


https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2294744&rec=1&srcabs=2501628&pos=1
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=413891
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=49320
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1939494&rec=1&srcabs=2501628&pos=2
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=995221
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=343923
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2118815&rec=1&srcabs=2501628&pos=3
https://papers.ssrn.com/sol3/cf_dev/AbsByAuth.cfm?per_id=343923
https://www.ssrn.com/index.cfm/en/Announcements-Jobs/
https://plu.mx/ssrn/a/?ssrn_id=2501628
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=223788
javascript:void(0);
https://papers.ssrn.com/sol3/JELJOUR_Results.cfm?form_name=journalBrowse&journal_id=1508972
javascript:void(0);
https://hq.ssrn.com/submission.cfm

SSRN Rankings v

About SSRN v

f (https://www.facebook.com/SSRNcommunity/)
in (https://www.linkedin.com/company/493409?
trk=tyah&trkinfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityld%3Acompany_493409%2Cidx%:
W (https://twitter.com/SSRN)

(http://www.elsevier.com/)

Copyright (https://www.ssrn.com/index.cfm/en/dmca-notice-policy/) Terms and Conditions (https://www.ssrn.com/index.cfm/en/terms-of-use/)

Privacy Policy (https://www.elsevier.com/legal/privacy-policy)

All content on this site: Copyright © 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, Al training, and

similar technologies. For all open access content, the Creative Commons licensing terms apply.

We use cookies to help provide and enhance our service and tailor content.

To learn more, visit Cookie Settings.

(http://www.relx.com/)

https://papers.ssrn.com/sol3/updatelnformationLog.cfm?process=true
ps://pap p g p


https://www.facebook.com/SSRNcommunity/
https://www.linkedin.com/company/493409?trk=tyah&trkInfo=clickedVertical%3Acompany%2CentityType%3AentityHistoryName%2CclickedEntityId%3Acompany_493409%2Cidx%3A0
https://twitter.com/SSRN
http://www.elsevier.com/
http://www.relx.com/
https://papers.ssrn.com/sol3/updateInformationLog.cfm?process=true
https://www.ssrn.com/index.cfm/en/dmca-notice-policy/
https://www.ssrn.com/index.cfm/en/terms-of-use/
https://www.elsevier.com/legal/privacy-policy

