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		Abstract

		Equity market timing refers to the issuance of equity when a firm’s stock is overvalued. Despite such efforts resulting in these firms significantly underperforming in the long run, managers are assumed to be acting in the best interests of current shareholders. Agency theory and current events clearly show that managers do not always act in the shareholders’ interest. Therefore it is imperative that this issue of shareholder benefit be further investigated. This paper attempts to overcome the hurdle of superior insider information, and determine if shareholders do indeed benefit. We use Logit and Probit models to evaluate the propensity of managers to issue new equity conditioned upon the degree of alignment (as measured by managers’ equity ownership) of their interests with those of shareholders. Specifically, how does the likelihood of equity market timing change in relation to the level of insider ownership? Our results indicate that the probability of issue increases with managerial holdings of common stock. Managers are acting for shareholder benefit, since they are more likely to issue equity when they themselves are heavily invested in the firm’s common stock. 
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