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This study investigated what have affected the Japanese firms’' capital
investment and R&D since 1990s, which is so-called “ lost two decades” . The empirical results showed the
following three findings. (1) The firms’ capital investments have depended much more on corporate value
than cash flow. (2) The Japanese firms have considered their corporate value more as the foreign
investors have got their stocks more. (3) The R&D has also depended on the corporate finance rather than

the incentives given by tax credits.
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