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		Abstract

		We study the joint effects of uncertainty and investment spikes on corporate leverage adjustments. In our baseline finding we show that, while uncertainty has a nontrivial adjustment speed effect for overlevered firms, underlevered firms are not greatly impacted. In our second baseline finding, we document asymmetric effects of investment spikes on the adjustment speed between overlevered and underlevered firms. Specifically, during the investment-spike period, underlevered firms adjust their leverage very promptly, whereas overlevered firms tend to adjust their leverage much more slowly. Bringing these two baseline analyses together in a combined analysis, conditional on the level of uncertainty, the investment regime has asymmetric effects between overlevered and underlevered firms. Specifically, when uncertainty is fixed, regardless of whether uncertainty is high or low, overlevered firms facing investment spikes tend to adjust their leverage slower than their non-spike counterparts, but underlevered firms facing investment spikes tend to adjust their leverage substantially faster than their non-spike counterparts. Further, we find that elevated uncertainty uniformly increases the speed of adjustment for overlevered firms without investment spikes, but the influence for underlevered firms without investment spikes is much less evident. 
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