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Variable (1) (2) (3) (4) (3) (6) (7) (8) (9) (10)

Intercept 0.0002 —0.0013 — 0.0037 0.0041 0.0056 0.0059 0.0005 0.0054 0.0055 0.0011
(0.21) (- 1.70) ( — 4.45) (5.12) (6.47) (8.01) (0.50) (6.42) (7.47) (1.12)

Mean target — 0.3283 —0.3519 — 0.3400

Adjustment ( — 8.69) [ — B.20) (—7.87)

Size and sigma —0.2117 —0.2270 —0.2157

target adjustment (— 11.54) {—12.13) (—11.37)

Sophisticated — 0.2586 — 0.2555 —0.2525

target [—13.22) (— 11.68) (—11.41)

Pecking order —0.2195 —0.2103 —0.2204 — 0.2020 —0.1310 —0.1212 —0.1705

(—1510) (—1260) (—1561) (— 16.83) (—638) (—678) (—11.19)

Pecking order —0.1573 —0.2410 — 0.0673

# above target (—4.86) (—8.65) (— 2.82)

N 19912 22,851 21,582 16,086 12,028 15,351 15,078 12,028 15,351 15,078

Adjusted R? 0.082 0.104 0.140 0.130 0.214 0.244 0.266 0.230 0.280 0.270
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Variable First Second
quartile quartile

Third
quartile

Fourth
quartile

t-statistic
(p-value)

Cash/assets range  0.00 to 0.04  0.02 to 0.09

Cash/assets 0.0129 0.0427
[0.0125] [0.0412]
Real size 4773 4.801

[4.645] [4.769]

Market-to-book 1.322 1.351
ratio [1.090] [1.102]

R&D/sales 0.0152 0.0158
[0.0000] [0.0000]

Cash flow/assets 0.0324 0.0390
[0.0586] [0.0638]

Net working 0.1828 0.1783

capital/assets [0.2064] [0.1948]

= .
.}‘u\;‘ j Q.Jf.i; L:" ‘d‘ J'f C.)B- ‘J‘“\'G‘ g(a]::;a{;lituresfasscts [ggggg] [gggg;]
Cewln ae gaile &S J=1s

Acquisitions/assets  0.0108 0.0125
[0.0000] [0.0000]

Payout to 0.0131 0.0150
Shareholders [0.0048] [0.0063]

0.1111 0.1147
[0.0801] [0.0819]

Industry sigma

0.05 to 0.28
0.1142
[0.1034]

4687
[4.657]

1.503
[1.177]

0.0213
[0.0000]

0.0488
[0.0769]

0.1729
[0.1813]

0.0918
[0.0666]

0.0119
[0.0000]

0.0180
[0.0082]

0.1213
[0.0866]

0.09 to 3.47

0.5082
[0.3437]

4.083
[4.000]

1.958
[1.458]

0.0545
[0.0000]

0.0288
[0.0930]

0.1686
[0.1870]

0.1023
[0.0736]
0.0094
[0.0000]
0.0233
[0.0056]

0.1362
[0.0988]

— 15422
(0.0001)

39.32
(0.0001)

—56.24
(0.0001)

—35.85
(0.0001)

1.69
(0.0911)

5.96
(0.0001)

—26.03
(0.0001)

4.14
(0.0001)

—35.87
(0.0001)

— 28.45
(0.0001)
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Independent Fama- Regressions using dummy Cross- Fixed-
variable MacBeth variables for: sectional effects
model regression regression
Year Year and
industry
Dividend dummy — 0.1001 —0.1275 —0.1247 —0.1815 0.0403
(—2.67) (— 11.35) (— 11.05) (—2.11) (3.10)
Regulation dummy  — 0.1438 — 0.0968 —0.2414 —1.0230 —0.0284
(—2.59) (—2.16) ( — 4.06) (—242) (— 0.60)
N 24 87,117 87,117 1,048 86,955
Adjusted R* 0.223 0.219 0.234 0.381 0.101

Independent Fama- Regressions using dummy Cross- Fixed-
variable MacBeth variables for: sectional effects
model regression regression
Year Year and
industry
Intercept —2.017 NA. NA. —1.1247 NA.
(— 3535 (—6.91)
Market-to-book 0.1515 0.1422 0.1328 0.3058 0.0998
ratio (16.47) (27.60) (25.64) (6.58) (18.10)
Real size —0.0439 —0.0402 —0.0332 —0.1214 —0.0826
(—6.79) (—13.37) (—10.77) (—7.57) (—10.14)
Cash flow/assets 0.6601 0.1618 0.0963 — 04337 0.0742
(3.71) (4.44) (2.65) (—0.66) (1.93)
Net working — 09713 —0.8136 —0.7742 — 1.8038 —0.5560
capital/assets (—11.71) (—31.24) (—25.84) (—9.13) (— 16.93)
Capital 0.0703 0.4850 0.6832 — 22110 0.6524
expenditures/assets (0.32) (7.38) (10.11) (—2.71) (10.52)
Total leverage — 2.8145 —3.0234 — 3.0504 — 3.3587 —2.3395
(—29.16) (— 101.61) ( — 100.45) (— 15.40) (— 65.80)
Industry sigma 0.4533 1.1636 1.0194 1.0538 —0.8903
(1.98) (14.92) (9.65) (2.25) (—12.51)
Ré&Dysales 1.2783 1.6606 1.5452 — 04762 0.7631
(10.03) (19.81) (18.47) (—0.52) (9.04)
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Independent Fama- Regressions using dummy Cross Fixed-
variable MacBeth variables for: sectional effects
model regression regression
Year Year and
industry

Panel A: Reduced form regressions

Intercept —3.0135 N.A. NA. — 27252 NA.
(— 57.48) ( — 19.00)
Market-to-book 0.2270 0.2411 0.2299 0.4512 0.1416
ratio (20.62) (43.71) (41.51) (8.27) (24.57)
Real size — 00727 —0.0734 — 0.0666 —0.1434 —0.1518
(—1333) (26.00) (— 22.68) (—891) ( — 18.60)
Cash flow/assets 1.4205 0.7366 0.6289 1.2965 0.3762
(5.75) (16.94) (14.50) (2.23) (9.01)
Net working — 02174 —0.1037 0.0613 — 0.6907 0.1442
capital/assets (—2.51) (— 4.01) (1.93) (—3.95) (4.37)
Industry sigma 09554 1.6970 1.2452 1.2115 —0.8924
(4.04) (20.13) (10.89) (2.23) (—12.20)
R&D/sales 1.7285 2.3590 2.2972 1.2027 1.0643

(9.51) (24.45) (23.74) (1.30) (11.79)




0 Jgaa yguw 5 Jao ais (sauballal ali

o

O

. \ 0)
b\ﬁ Table 5. Continued.
-} § Independent Fama- Regressions using dummy Cross Fixed-
. Q variable MacBeth variables for: sectional effects
- model regression regression
-’ Year Year and
9\ <3 industry
Regulation dummy (—02184 —0.2178 —0.3038 —1.1217 — 0.1540
(—3.51) (—4.89) (—35.11) (—2.55) (—3.21)
N 24 87,117 87,117 1,047 86,955
Adjusted R? 0.098 0.091 0.111 0.190 0.026

Panel B: Regressions adding a measure for difference in cash holdings

Intercept — 2.0311 N.A. N.A. — 1.2033 N.A.
( — 40.99) (—7.86)

Market-to-book 0.1463 0.1335 0.1249 0.3501 0.0750
ratio (16.34) (27.85) (25.94) (7.60) (16.32)

Real size — 0.0455 — 0.0437 —0.0374 —0.1224 —0.1447
(—7.69) (—1337) (— 12.85) (—7.84) (—20.52)

Cash flow/assets 0.7182 0.3099 0.2383 — 0.7788 0.1625
(4.77) (8.65) (6.69) (—1.23) (5.02)

Net working capital/ —0.9952 — 0.8725 —0.8098 — 1.7247 —0.4739
assets (— 13.80) (—3523) (—28.37) (—9.19) (— 16.63)

Capital —0.2863 0.0354 0.1842 — 1.5559 0.1012
expenditures/assets ( — 1.55) (0.64) (2.89) (— 2.06) (1.90)

Total Leverage — 2.6744 — 2.8652 — 2.8798 —3.2711 — 1.8138
(—28.95) (— 100.34) (— 98.98) (—15.63) (—59.11)

Industry sigma 0.5908 1.2470 1.0366 0.6657 —0.7739
(2.56) (16.75) (10.36) (1.47) (—12.31)

Ré&Dy/sales 1.3082 1.7484 1.6423 —0.9932 0.5932
(11.11) (2L.17) (19.92) (— 1.10) (8.06)

Dividend dummy —0.1015 —0.1267 —0.1211 — 0.0826 0.0381
(—2.78) (—11.82) (—11.27) (—0.97) (3.31)

Regulation dummy —0.1453 —0.1120 —0.2528 — 1.1620 — 0.0548
(—2.73) (—2.56) (—4.35) (—2.73) (— 1.30)

Difference in cash —0.4356 — 0.4405 —0.4394 2.6344 — 0.4792
(— 56.18) (—8583) (— 86.97) (7.66) (—13592)

N 24 81,819 81,819 1,047 81,775
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Independent variable

Full 1994 sample

Firms reporting derivatives

Capital expenditure/assets

Total leverage

Number of segments

Industry sigma

Dividend dummy

INSIDE 0% to 5%

INSIDE 5% to 25%

INSIDE over 25%

Bond rating dummy

Anti-takeover dummy

Derivative use dummy

Derivative use > 10% of assets

N
Adjusted R?

0.6426
(L.67)

— 3.0598
(—20.51)

—0.0234
(—0.74)

1.2546
(5.23)

—0.1422
(—1.95)

3.8038
(1.85)

— 0.9004
(—147)

— 0.0870
(—0.33)

—0.5211
(— 4.51)

2400
0.286

04575
(1.19)

—3.1271
(—2092)

—0.0201
(—0.63)

—0.1701
(—233)

4.1918
(2.03)

— 1.0007
(—1.63)

— 0.1090
(— 0.40)

— 04770
(—4.11)

2400
0.278

1.6739
(0.97)

— 4.0950
(— 5.99)
—0.1011
(— 1.74)
0.5488
(0.90)
— 02718
(—097)
3.5415
(0.66)
—0.1298
(— 0.05)
0.3899
(0.07)
—0.1240
(—0.62)
—0.1870
(— 117
0.0319
(0.11)

0.2822
(1.68)

216
0.364

1.5133
(0.89)

—4.1210
(—6.04)

—0.1001
(—1.72)

—0.2548
(—0.91)

3.7571
(0.70)

—0.1029
(—0.04)

0.5101
(0.09)

—0.1005
(—0.51)

—0.1841
(—1.15)

0.0107
(0.04)

0.3100
(1.88)

216
0.364
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Table 6. Continued.

Independent variable Full 1994 sample Firms reporting derivatives
Capital expenditure/assets 0.6426 0.4575 1.6739 1.5133
(1.67) (1.19) (0.97) (0.89)
Total leverage — 3.0598 —3.1271 — 4.0950 —4.1210
(—20.51) (—2092) (—5.99) (—6.04)
Number of segments —0.0234 — 0.0201 — 0.1011 — 0.1001
(—0.74) (—0.63) (= 1.74) (= 1.72)
Industry sigma 1.2546 0.5488
(5.23) (0.90)
Dividend dummy —0.1422 —0.1701 — 02718 —0.2548
(— 1.95) (—233) (=097 (—091)
INSIDE 0% to 5% 3.8038 41918 3.5415 3.7571
(1.85) (2.03) (0.66) (0.70)
INSIDE 5% to 25% — 0.9004 — 1.0007 — 0.1298 —0.1029
(— 147 (— 1.63) (— 0.05) (—0.04)
INSIDE over 25% — 0.0870 — 0.1090 0.3899 0.5101
(—0.33) ( — 0.40) (0.07) (0.09)
Bond rating dummy —0.5211 — 0.4770 — 0.1240 — 0.1005
(—4.51) (—4.11) (—062) (—0.51)
Anti-takeover dummy — 0.1870 — 0.1841
(— 117 (—1.15)
Derivative use dummy 0.0319 0.0107
0.11) (0.04)
Derivative use > 10% of assets 0.2822 0.3100
(1.68) (1.88)
N 2400 2400 216 216

Adjusted R* 0.286 0.278 0.364 0.364










