

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Firm-Specific Information and the Efficiency of Investment

	
    
        
            
            







    
    










    
    
    
    











			
                    Journal of Financial Economics (JFE), Forthcoming
 
        

    
	

	
	
		
		
			46 Pages
		
		

		Posted: 8 Nov 2007
		
		
		
	

	
		
			
			




	See all articles by Anusha ChariAnusha Chari
University of North Carolina (UNC) at Chapel Hill - Department of Economics; National Bureau of Economic Research (NBER); University of North Carolina (UNC) at Chapel Hill - Kenan-Flagler Business School; Centre for Economic Policy Research (CEPR)
Peter Blair Henry
New York University (NYU) - Leonard N. Stern School of Business; National Bureau of Economic Research (NBER); NYU Stern Department of Finance


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 4 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Firm-Specific Information and the Efficiency of Investment
									

								
							
							
							
								Stanford University Graduate School of Business Research Paper No. 1930
							

							
							
								
									Number of pages: 48
								
								
									Posted: 10 May 2006
								
								
							

							
						

						
							
							Downloads
							  229
							
						

					

					
					

					
						
							
						

						
							
								
									Firm-Specific Information and the Efficiency of Investment
									

								
							
							
							
								Stanford Graduate School of Business Research Paper Series No. 1975
							

							
							
								
									Number of pages: 48
								
								
									Posted: 17 Sep 2007
								
								
							

							
						

						
							
							Downloads
							  132
							
						

					

					
					

					
						
							
						

						
							
								
									Firm-Specific Information and the Efficiency of Investment

								
							
							
							
								Journal of Financial Economics (JFE), Forthcoming
							

							
							
								
									Number of pages: 46
								
								
									Posted: 08 Nov 2007
								
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  132
							
						

					

					
					

					
						
							
						

						
							
								
									Firm-Specific Information and the Efficiency of Investment
									

								
							
							
							
								NBER Working Paper No. w12186
							

							
							
								
									Number of pages: 47
								
								
									Posted: 11 May 2006
								
								
									Last Revised: 26 Oct 2022
								
							

							
						

						
							
							Downloads
							   65
							
						

					

					
				

			

		

	

	


	
	
	
	
	
		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		In the three-year period following stock market liberalizations, the growth rate of the typical firm's capital stock exceeds its pre-liberalization mean by an average of 4.1 percentage points. Cross-sectional changes in investment are significantly correlated with the signals about fundamentals embedded in the stock price changes that occur upon liberalization. Panel data estimations show that a 10-percentage point increase in a firm's expected future sales growth predicts a 2.9- to 3.5-percentage point increase in the growth rate of its capital stock, depending on the specification; country-specific changes in the cost of capital are also important, generating an economically and statistically significant change in capital stock growth in almost every specification; firm-specific changes in risk premia do not affect investment. 
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