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This research investigated the factors that affect the marginal value of
cash and the relationship between the marginal value of cash and market reactions to payout. First,
I found that due to agenc¥ problems, the marginal value of cash is significantly lower for firms
engaging in cross-shareholding than for independent firms. | also found that a financial constraint
measured by firms® bond ratings does not impact the marginal value of cash.

Next, | found that the market assesses favorably the payout decision of firm with lower-valued cash,
sggggsfing that firms should pay out cash to shareholders when their marginal value of cash is
valued lower.



1
1994
2001
(€)) 2001
2013
Faulkender and
1 Wang (2006)




25

10
A 10
A B
cce
U
@
(
)
t-181  t-30
€Y

2001

150

2013

BBB

t=0



Year 2001 2002 2003 2004 2005 2006
Cpy 0.3456 0.3033 0.3378 0.3600 0.2428 0.2086
HAeOME  0.0705 0.1806 0.3025 0.4859 0.4002 0.5099
Observations 882 922 949 1,039 1133 1202
AdjR2 0.2748 0.1807 0.2990 0.3965 0.1851 0.3006
2007 2008 2009 2010 2011 2012 2013
0.1601 0.1869 0.2778 0.4193 0.3423 0.3572 0.3494
0.5779 0.1062 0.4210 0.3845 0.3477 0.1857 0.4599
1241 1.294 1.295 1270 1233 1235 1085
0.3197 0.2884 0.2840 0.2840 0.2762 0.3255 0.3349
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0.6474 0.6466

(AAR)

(CAR)

AAR  CAR(-11)

Mean 0.0729%  1.1270%***
p value (0.441) (0.000)
Median -0.0191%  0.8436%***
p value (0.977) (0.000)
Obserbatior 501 497

Mean 0.4657%***  2.4006%***
p value (0.000) (0.000)
Median  0.1666%*** 1.7829%***
p value (0.005) (0.000)
Obserbatior 437 439

Mean -0.3928%*** -1.2736%***
p value (0.008) (0.000)
Median ~ -0.1857%** -0.9393%***
p value (0.036) (0.000)
Obserbatior 938 936
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