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Abstract This study examines the relationship between R&D(research & development) investment and market
value among KOSDAQ firms in the Korea Stock Exchange. We investigate the effect of R&D investment on
firm value in both total sample and sub-samples classified by firm characteristics based on types of firms. And
we study the impact of a major economic disruption as the global financial crisis triggered by sub-prime
mortgage problem in the US on R&D investment relative to the firm value. We find that R&D investment
positively affects firm value and the squared term of R&D investment is found to be significant and negatively
correlated with market value. This suggests the presence of nonlinear relationship like a reverse U-shape
between R&D investment and market value in total sample and most of sub-samples. And we find firm
characteristics and global financial crisis partially affect the contribution of R&D investment to market value in
some of sub-samples.
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[Table 2] Correlation matrix of variables

Hat HZFHA}; MV BV RI RD LEV GR RDRD
MV 24.527 1.023 1
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GR 0.148 0.479 0.080* -0.024 -0.081* -0.044 0.018 1
RDRD 0.004 0.031 -0.017 -0.021 -0.053# 0.801* -0.026 -0.036 1
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[Table 3] Effect of R&D investment on firm value in total sample
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[Table 4] Effect of R&D investment on firm value in sub-samples classified by firm characteristics

el PAZE 2AsHe Ao S
233 ), 117]

Panel A. A|Z27|93 vA =71 Panel B. IT7|¥¥} HIT7|
T Az71Y A 2719 IT7]¢) HIT7| ¢
Aa | @k | opgt | Als | @k | ek | Al | g | pst | Al | @h | pst
Y 9 | 6.643 | 8.669 | 0.000 | 8.850 | 8.372 | 0.000 | 7.907 | 8221 | 0.000 | 6.601 | 7.929 | 0.000
BV 0.720 | 23.142 | 0.000 | 0.640 |15.020 | 0.000 | 0.673 | 17.218 | 0.000 | 0.723 |21.459 | 0.000
RI 0274 | 2.543 | 0.011 | 0.054 | 1.787 | 0.075 | 0.053 | 1.854 | 0.064 | 0296 | 2.434 | 0.015
RD 3.855 | 4.587 | 0.000 | 2.956 | 2.673 | 0.008 | 2.413 | 3.177 | 0.002 | 4.262 | 3.018 | 0.003
LEV | 0.044 | 2316 | 0.021 | 0.050 | 3.492 | 0.001 | 0.060 | 3.269 | 0.001 | 0.045 | 3.076 | 0.002
GR 0217 | 4.564 | 0.000 | 0.391 | 2.638 | 0.009 | 0.174 | 3.717 | 0.000 | 0.365 | 3.193 | 0.001
RDRD | -5253 | -2.852 | 0.004 | -4.156 |-2.635 | 0.009 | -3.609 | -2.879 | 0.004 | -4.857 |-1.763 | 0.078
adi-R® | 0.360 0.380 0.332 0.383
Fzt 99.1 0.000 | 415 0.000 | 56.2 0.000 | 81.761 0.000
EHS | 1048 398 666 780
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