Accepted Manuscript Journal of

CORPORATE
FINANCE
Does Stock Price Informativeness Affect Labor Investment Efficiency?

Hamdi Ben-Nasr, Abdullah A. Alshwer

Pl S0929-1199(16)30004-9

DOI: doi: 10.1016/j.jcorpfin.2016.01.012
Reference: CORFIN 1008

To appear in: Journal of Corporate Finance

Recelved date: 9 April 2015
Revised date: 13 December 2015
Accepted date: 23 January 2016

Please cite this article as: Ben-Nasr, Hamdi, Alshwer, Abdullah A., Does Stock Price
Informativeness Affect Labor Investment Efficiency?, Journal of Corporate Finance (2016),
doi: 10.1016/j.jcorpfin.2016.01.012

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.


http://dx.doi.org/10.1016/j.jcorpfin.2016.01.012
http://dx.doi.org/10.1016/j.jcorpfin.2016.01.012

Does Stock Price Informativeness Affect Labor Investment Efficiency?*

Hamdi Ben-Nasr
College of Business Administration, King Saud University, KSA
Email: hbennasr@ksu.edu.sa

Abdullah A. Alshwer
College of Business Administration, King Saud University, KSA
Email: aalshwer@ksu.edu.sa

Abstract

In this paper, we examine whether managers use information
included in stock prices when making labor investment decisions.
Specifically, we examine whether stock price informativeness affects
labor investment efficiency. We find that a higher probability of
informed trading (PIN) is associated with lower deviations of labor
investment from the level justified by economic fundamentals i.e.,
higher labor investment efficiency. This finding is robust to using
alternative proxies for stock price informativeness and labor
investment efficiency, when we control for earnings quality and
mispricing, and when we address endogeneity issues. Furthermore,
we report evidence suggesting that the positive impact of stock price
on labor investment efficiency is more (less) pronounced in firms
from highly unionized industries and firms facing higher financial
constraints (firms from industries that rely more on skilled labor).
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