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2] <145le] AFS G5 HW HAAEEAR A4 " kStiglitz and Weiss, 1981 ; Lambert
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McNichols and Stubben, 2008 ; ¥HA1<d - vl 3k, 2011).
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AR 01942 AAFAET Rzt o g Faprh AR o Erhe As & 5 dth

ZNJTFR(SIZE)S] BEL 1934011 FYFE 19.1010]H, 27| AHREe] ARILA] ) A1 Z7HA]

(BTM)< %+to] 1.897°13 S5 1.466°]th. F-AWH|&(LEV)S] o] 049701 F9F
;L

L 0.5000.2 #Ake] oF 50% A =7} BAALS & 4 ) Ao AL HF 0.027% FH A
o] ¢F 2.7%9] olde ERHUE AL & F Uk

<# 3 JssAZ

il by EEHA ERU 1=¢ R 3=¢ ECi 2k
EVAR 0.048 0.048 0.001 0.018 0.032 0.059 0.343
INV 0.200 0.419 —0.802 0.029 0.098 0.242 2.840
EINV 0.194 0.239 —0.731 0.060 0.153 0.278 2.502
UINV 0.100 0.162 0.000 0.000 0.023 0.135 1.207
OINV 0.106 0.270 0.000 0.000 0.000 0.088 2.675
SIZE 19.339 1.392 16.803 18.363 19.101 20.077 23.799
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The Effects of Efficient Investment, over
Investment and under Investment on Future

Earnings Variability”

Hwa—Deuk Yi*" - Sang Hoon Oh™™*

<{Abstract>

Capital investment, which is closely related to a firms’ production, sales, and financial activities,
is important because it affects long—term profitability for the enterprise. Previous research has
analyzed the causes of capital investment efficiency and the factors that can improve capital efficiency.
On the other hand, in this study, the effect of over—investment or under—investment on future earnings
risk(variability) and future earnings is analyzed.

For the sample of KOSPI listed companies from 1994 to 2015, capital investment is divided into
efficient capital investment, over investment, and under investment. In addition, since the effect of
capital investment on future earnings variability differs depending on the business environment, it
is divided into manufacturing firms and non—manufacturing firms.

The results of the analysis are as follows. First, over and under capital investment has a negative
impact on future earnings variability rather than efficient capital investment. Secondly, it can be seen
that under capital investment has a more negative impact on future earnings variability than over
capital investment. Third, over and under capital investment in non-manufacturing companies has
a greater negative impact on future earnings variability than manufacturing firms. Fourthly, in the
result of the additional analysis that the dependent variable is analyzed as future earnings, it is found
that the efficient investment has a positive relationship with the future earnings, while the inefficient
investment(over and under investment) has a negative relationship with the future earnings. It was
also found that under investment had more negative impact than over investment.

This research has several contributions. First, understanding future earnings variability from over
and under investment can help firms make capital investment decisions. Secondly, it provides implications
for accounting decisions such as depreciation and asset impairment in accounting practice. Thirdly,
there is also a contribution that can explain the inter —linkage in capital investment anomaly research.

<{Key words> efficient investment, over—investment, under-investment, future earnings variability
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