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The Impact of Free Cash Flow on Investment Decisions-The

M oder ating Effect of US Quantitative Easing Monetary Policy

Aabstract

This study explored the impact of free cash flovd amefficient investment
during on the US QE. Prior studies points out thet cash flow is correlated with
inefficient investment. At the same time, investinén also affected by the
economic recession. And the investment ratio widoabe affected by the
probability of the future forecast. In addition.ethiquidity of enterprises is an
important factor in corporate investment decisiofisere are also relevant studies
on the impact on the US QE implementation of thevda market. Whether, It is
the flow of funds, exchange rates, interest ratesmaoney supply have a significant
effect, we can see that QE have a huge impact isvaiags small open economy.

This study collects filing dates of TEJ from 20@42013. The research object
was listed companies in Taiwan Exchange Markesddutwo models Tobin's Q
(1969) and Richardson (2006), were used to measugeinvestment and under
-investment. Then, regression analysis method foloex free cash flow and
inefficient investment of regulatory effect on tH& QE. The empirical study show
that in the economy recession, there is a-modeyafiiect of positive free cash flow
and inefficient investment, and also have a mitigaeffect on the negative free
cash flow with inefficient investment.

Summary, most of the empirical results show thainduthe US QE, there is a
moderating effect of positive free cash flow andffitient investment. And also
have a mitigating effect on the negative free dlsh with inefficient investment.

Keywords: Quantitative easing, Over-investment, érAdvestment
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B Tiofg HEZ B E SR LN 1S g B
INV;Zotal -0.042 0.125 -4.900 - -0.066 -0.019 0.003  0.757
INVew -0.069 0.133 -4.900  -0.100 -0.042  -0.008 0.631
Qit—1 1.383 0.930  0.001 0.901 1.147 1.582 28.854
Lev, 1 0.070 0.092  0.000 0.000 -~ 0.026 0.116  0.398
Cashy 0.153  0.141 0.004 0.049- . 0.105 0.212  0.656
Sizgy 15.000 1.377° 9.796 . 14.053 . 14.819 15.739 21.263
Age, ;1 3.044  0.578 0.000 2.708 3.091 3.497  4.190
StOCKR; (4 0.189 0.761 -0.790 . -0.257  0.000 0.363  3.754
NV 1 -0.069 0.133 -4.900  -0.100 -0.042  -0.008 0.631
INVZiew2 -0.069 0.133 -4900 -0.100 -0.042  -0.008 0.631
XINV{ 1 -0.000 0.124 -4389  -0.029 0.019 0.054  0.756
XINV, 2 -0.022 0.297 -2911  -0.154 -0.017 0.119 2.419
FCF; 1 0.116 0.167 -5.437 0.038  0.099 0.181 5.454
FCF;, 2 0.116 0.167 -5.437 0.038  0.099 0.181 5.454

ANV s an F oo INVIEY - 3784 F - QL) £ 486 » Lew,, © PAIHEHF -
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% o 75 #QE QE A3 (G0)
INvFotal T toik -0.053 -0.037 -6.78*
INvFotal L S -0.030 -0.014 -12.68*
XINV, 1 T i 0.000 0.000 0.00
XINV1 L S 0.018 0.019 -0.22
XINV, 2 T i 0.004 -0.043 8.07*+
XINV 2 L S -0.016 -0.019 5,28+
FCR,1 T o 0.131 0.102 9.56*
FCE1 IRGE - S 0.112 0.089 10.78*
FCR,2 T o 0.131 0.102 9.56*
FCE2 IRGE - S 0.112 0.089 10.78*
#AEN) 5,813 5,815
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% 4-3

L % fic2_Pearsomp B % #ics +7(N=10,456)

INVev1 INV]e¥2 XINV, 1 FCF1 XINV2 FCF,2 Qit—1
INV W1 1.0000
INV/ W2 1.0000** 1.0000
XINV1 0.9339** 0.9339*+ 1.0000 o
FCE,1 -0.2974** -0.2974** -0.3041** 1.0000
XINV 2 0.2308** 0.2308** 0.2367** -0.0243* 1.0000
FCFE, 2 -0.2974** -0.2974** -0.3041** 1.0000** -0.0243* 1.0000
Qii_1 -0.0568** -0.0568** -0.0000 0.1768** 0.0686** 0.1768** 1.0000
Ley,, -0.1804** -0.1804** -0.1514** -0.0745** 0.0038 -0.0745** -0.1139**
Cash,, 0.1006** 0.1006** 0.0690** 0.2058** 0.0700** 0.2058** 0.2803**
Size, -0.0320** -0.0320** -0.0350** 0.0028 0.0387** 0.0028 -0.0234*
Age 0.0427** 0.0427** 0.0458** -0.1842** -0.0880** -0.1842** -0.1615**
stocR, -0.0677** -0.0677** -0.0183* 0.0558** 0.0416** 0.0558** 0.3753**
Lev, Cash,_, Sizgi, Age 141 stockR; 4
Ley,., 1.0000
Cash,, - 0.2991** 1.0000
Size,_, 0.2660** -0.2136** 1.0000
Age,_, 0.0494** -0.3129** 0.2926** 1.0000
stockR; -0.0613** 0.0483** -0.0013 -0.0039 1.0000

BHEEFT AL T ST Ay
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" % ¥ t & % #ic tiE

A E ? -0.057*** -24.79 -0.071*** -5.05

Qit—1 + -0.008*** -5.82 -0.006*** -4.72

Cash, + 0.040** 4.28

Size ,_, + 0.002* 2.27

Iy + 0.394"*  41.84

Lev,, — -0.110%** -7.82

Age — 0.004* 1.93

stocR, + -0.010%** -6.07

£ F ¥k YES YES

AEH % YES YES

Adj Rz (%) 0.32 18.68

Fie 33.86*** 342.76%**
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%45 pd R ENEE R RFRT AR @A 45 % % (N=10,456)
&SR8 XINY,
GIE-E S ;i-f; o0 (1) f oxinv, 1 o (2) 1 XINv, 2
o % i t & oS /4 tiE

B iE ? 0.044*** 28.15 -0.011*** -2.67
P FCEF — -0.344*** -40.96 -0.084*** -3.84
N_FCE + 0.044%** 3.36 0.048 1.40
£ F e Ek YES YES
Adj R? (%) 13.84 0.15
Fie 839.82*** 7.86%**
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% #c tiE % # tiE
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e T4 054 (1) : XINV1
' e T A% I
i% B t & % i t i

B ? 0.033%* 9.47 0.068%** 21.05
P FCR — -0.193%** -12.23 -0.579*** -36.81
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QE | ? 0.004 0.8  -0.031% -7.03
B1+p3 ? -0.289*** -16.57 -0.361** -18.11
B2+B4 ? 0.073* 1.72 0.013 1.06
£ aock YES YES
N 5,982 4,473
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B TIAE T
% i ti % i ti
#5E ? 0.028** 4.87 0.010 0.85
P FCEF — -0.015 -0.55  -0.268*** -4.88
N_FCR + -0.013 -0.16  0.154 0.66
P_FCF xQE, +/— -0.019 -0.48  0.022 0.24
N_FCExQE, 4 0.056 051  -0.106 -0.44
QE, ? -0.055*** -7.25 -0.043*** 2.77
B1+B3 ? -0.033 2114 -0.247%* -3.54
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£ B Tk YES YES
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F i 28.60*** 9.2 ***
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) SE 8 #o58(1): xinv, 1 59(2): XNy, 2
PR o A% T
DS 3 tE % t i@

B §E ? 0.034*** 9.19 -0.035*** -3.24
P_FCF - -0.239*** -12.07 0.025 0.38
N _FCF,, + 0.187*** 2.81 0.193 1.01
EXSE ! YES YES
Adj R? (%) 5.82 -0.03
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"R e 2A% A%
e ;o tiE S i d t i@
B E ? 0.030*** 5.75 0.026*** 1.79
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N _FCF, xQE,, — -0.032 -0.24 0.044 0.12
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£ BTk YES YES
Adj R? (%) 5.91 2.03
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(#-Hi3 (2)# 4 . £ % #)(N=10,456)

FHF A KA G A 415 % -QE B &k %

% # XINV,
e il B (2): xiNv, 2
5 2 A%
EES tiE

BB ? 0.016** 234
P_FCF,, — -0.237*** -7.24
N _FCF + 0.078 0.66
P_FCF, xQE,, + 0.104** 2 06
N _FCF,, x QE,, — -0.013 -0.10
QE ? -0.038++ -4.03
B1+Ps3 ? -0.133*** -3.44
B2+P4 ? 0.066 1.60
= ok YES

Adj R* (%) 0.66
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% # XINV,
e R B (1): xinv, 1
=5 2 A%
S tiE
B E ? 0.122%** 10.12
P_FCF; — -0.398*** -37.99
N _FCF + 0.225*** 6.01
P_FCF; xQE;; + 0.082*** 5.22
N _FCF;, x QE;, — -0.197*** -4.98
QE |, ? -0.028** -9.37
Size, + 0.001 1.36
Invew + 0.320%* 38.95
Ley s - -0.137* -11.38
Age ., = -0.014*** -7.34
stockR ., + 0.001 0.75
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B2+P4 ? 0.028 1.55
= H ok YES
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