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ABSTRACT

This study is to analyze the existence of the real buffer effect that reflects the effect of
beginning-of-period inventory stocks effect on the demand for fixed investment, and the
financial buffer effect indicates the substitution effect between end-of-period inventory stock
and the source of financing for fixed investment. | use panel data of 361 Korean listed
non-financial firms during 1990-2003. After the crisis, it also observed whether the
relationship between inventory stocks and fixed investment has altered or not.

I review the theoretical connection between inventory stock and fixed investment through
the paper Bo(2004) and estimate the investment model by the method of GMM-SYS.

The results show negative relation between end-of-period inventory stock and fixed
investment in the whole period and each period classified, also it confirms that the relation
between fixed investment and end-of-period investment is significantly negative.

It can be interpreted through two aspects that firms not only use inventory stock as a
buffer in response to unexpectedly high demand, but also utilize inventory stock as a source

of financing for fixed investment.

The results imply that firm's decision-making is much correlated with production-
and-inventory stock adjustment, decision-making about fixed investment, and decision-making

about financial affairs.
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and Bond(1998)<] System-GMM(generalized
methods of moments) 7]} o]&3le] &
A3t} o] H st A E(moment) 5742
3| AAIG=2] ZE A 2Hmoment restriction)
oA FE=HT}14) System-GMM-2 F+ 7l
o] WS Aeste] FAst=), o] W

He 3 (level) ﬂq—m((?) N
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FE (g ) o 271 oV ARG e
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U]EH%/%O] TR BEeith 2y

2, AU QG 9] R U A%
15) WA (I/K),, % 2713 A, 2 AREA 7] ol

o] WA olgtal A 4= Qe olfr
Arellano and Bond(1998)7} xHEH:4 2]
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(2> DYFA MAAE 7i9] A 241 OLS, WG, GMM-DIF

OLS Within-Groups GMM-DIF

(/K 0.549" 0.299™ 03337
N (0.023) (0.030) (0.030)

Gs, 0.098™" 0.092"" 0.072"
(0.018) (0.016) (0.028)
Gs,_ -0.011 0.008 0.008
B (0.008) (0.008) (0.009)
(INV/EK), -0.386" -0.365" -0.214”
(0.055) (0.052) (0.105)

(INV/K), 0.3387 0.221™" -0.044
‘ (0.058) (0.052) (0.103)

ml [0.001] [0.959] [0.000]
m2 [0.095] [0.016] [0.748]
Sargan test [0.288]

1) () ek std. Error, [ ] 9 pvalueQd. ***, ¥ x= 24zt 10, 5%, 10% -5
2) m2e FApe 23 AGQST ASR oM, AAGA G gtk AFIIEsIA N, 1) B

Hi=2 &
E2YXE &

3) Sargan< FZAEA k] gk AFH| O], xi(pEEE WE.

7} S AABHAT

<% 2>9] Z3E F3)| OLS, Within-
Groups, GMM-DIF9] A= A= Hlwg
T Ak olgt Al 7R FAHXE Fol
A ARFEEATY AlFihs Hlalst
E ), OLS X< A Es #a,
Within-Groups 38X+ 33 E 217
wj ol ARRSESH] gk 3AAIFY
AAFPAE F F82] Apelo] EA)3H
of gt} o443t tlZ GMM FAHA7L ¥
AFAFS Zeva 3dd 5 Qo 1
4} Blundell and Bond(1998)= 12} X}
GMM FHo] o|i4H A9 2H713] 7

Bggko] 1o 7k jke 7] Wi
A5E A9E FEY sl EAS
ol AAE AT ek 2 AFolME
Blundell and Bond(1998)7} #|$+3} System
GMM FAWHS o] &8st A ekATh
System GMM-S 13} xPEHPY A9} 23
WA oR oozt
Agsh= 4 713 D(optimal weight-
ing matrix)= Alxksl7] A 13} 2R
WA 2ol st HEx70] g4
e et

<3 3>o| A= System GMMS- ©]-&35}
o 71% F4221 (13)29] A#HE A

=] = [e]
X+ FS



(B 3 AYFAR MUASF 710 2 24 GMM-8YS 3
) @ ®) “)
(I/K),_, 0.366" 0.372"" 0.358" 0.348""
) (0.033) (0.030) (0.032) (0.032)
Gs, 0.1017" 0.089"" 0.085"" 0.1117"
(0.034) (0.032) (0.029) (0.031)
as,_, 0.006 0.006 0.002 0.008
- (0.009) (0.008) (0.009) (0.009)
(INV/K), -0.3517" -0.296"" -0.296"" -0.266"
' (0.109) (0.100) (0.105) (0.116)
(INV/K), 0.118 0.1107" 0.120 0.087
(0.108) (0.094) (0.098) (0.101)
CASH/K),_ 0.049"
( V)i (0.025)
FE/K -0.092"
(FE/K), (0.046)
LD/K -0.014
(LD/K), 0032)
ml [0.000] [0.000] [0.000] [0.000]
m2 [0.700] [0.710] [0.668] [0.800]
Sargan test [0.134] [0.347] [0.254] [0.389]

()
2) m2=

oF& Std. Error, [ ] 2

3) Sargan& T2 A ko] T3l 7

FES) BE ARGE o83
FPYAe] =g
Gk EPusEEo
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AR iy M e
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= 44 TS e 24F Al g
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CH 4 DFEEAR} 7|ZMDAE Zte] A M GMM-SYS FF
) (2) (3) 4)
(I/K),_, 0.344” 0.364" 03357 0.336""
} (0.032) (0.030) (0.030) (0.033)
as 0.043 0.051" 0.041" 0.067"
‘ (0.029) (0.025) (0.023) (0.026)
Gs,_ 0.012 0.006 0.003 0.011
" (0.009) (0.008) (0.009) (0.009)
(INV/K), -0.1547" -0.097 -0.1197 -0.1217"
" (0.037) (0.034) (0.098) (0.033)
CASH/K), - 0.104™
( /EK)i- (0.025)
FE/K -0.1157
(FE/K), (0.046)
LD/K 0.009
(LD/K), 0028)
ml [0.000] [0.000] [0.000] [0.000]
m2 [0.754] [0.692] [0.656] [0.754]
Sargan test [0.075] [0.262] [0.208] [0.403]

T 1)

Std Error, [ ] e pvalue°‘ ok, *% 27} 1%, 5%, 10% F-ol55F

3) Sargan<- J%E*ﬁ‘ﬂéﬂl“ﬂ] ek 2

ASH oM, x(pEEE TE.

A pEARD U Be JHE AU
7] wolth, ek <E 4> At

AEO] JeFo 2 HE] J|UATAE

A a1

N
P 3o

]

grakaL gl7] wiell ‘Ajare] 2d 9% o] &= st FAHAFoEA A1
Fop AR SdFEFE FEHPIE o A4 dSaFTE EAskTE B4
ot & FAERYC] 7eAnLER  SiYv I A VRAALER 1PF
NEANDAES FAo] Z3eta 971 A} Alolo] folEk 29 47417} vL% 2

S RS ) o 4 i 1 S =
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(E 5y DFTXQ 7|UWDAS 70| 2 2A: GMM-SYS  FF

) (2) (3) (4)
(I/K),_, 0.3517" 0.361" 0.343™ 0.3407
N (0.031) (0.030) (0.029) (0.031)
Gs, 0.079” 0.068™ 0.063" 0.095™
(0.031) (0.027) (0.025) (0.028)
as,_, 0.010 0.009 0.003 0.010
- (0.008) (0.008) (0.008) (0.008)
(INV/K), -0.226"" -0.186" 01757 -0.1767"
' (0.040) (0.035) (0.041) (0.038)
CASH/K), 0.051"
( /EK); - (0025)
FE/K -0.104”
(FE/K), (0043)
LD/K -0.010
(LD/K), (0030)
ml [0.000] [0.000] [0.000] [0.000]
m2 [0.727] [0.713] [0.665] [0.793]
Sargan test [0.103] [0.293] [0.232] [0.400]

1) () 92 Std. Error,
2) m=

By s
X5 5

‘

a8 72 ALAES o] &3}
% Ao o] Ajare] A
7} EA3tin AR

Z7| A 22 Eo] AA LS (real buffer)
22X AFE7] ol AasFo] A
g Zlolty. T3t 87 8 Aeele
A 71¢] Aite] F7ek7] Wil 71
A5 A 719 Bk ko] A
g 712 AoluE FHNPTAGE @

o WAE A4 = Ak 2t 719

o)

[ ]9k pvalueg). *=, ** *&= z}z} 1%, 5%, 10% F-25F.
Axje) 24 AQAFB AEH oI, AALDAZ IR Slohs ARASA N, 1) S AT

A AFAH a7 FAETHE o]
213 4o WA= e A &5 Blolth
71ge] AnE TAHEAY] g2 MY
2 A AuAEe] YREo)
PEAE AT ALY AeS AT
93] Zo)E 7154 o] =olAL o9} 2
& A AR dFEI} EAshs
M gotry] flE NEAlasEThe
st AFFeATE A= <E 5>
ol AAIEFSATE.
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(B 6 DYEXIG HRAS Zto] 2 BA: Qsigly| A - 522
$17] oA 171 1%
(1) 2) 3) 4) 1) () 3) (4)

(/K), 0.3337" | 0.339 03267 | 0.268" | 0.363 0.3537" | 03477 | 03547

(0.064) | (0.030) | (0.056) | (0.065) | (0.053) | (0.030) | (0.048) | (0.061)
s, 0.3347" | 0.2457" | 0.300 0.262 0.052"" | 0.052"" | 0.038"" | 0.053""

(0.115) | (0.080) | (0.105) | (0.097) | (0.014) | (0.014) | (0.014) | (0.016)
Gs, 0.031 0.028 0.030 0.029 -0.002 | -0.006 | 0.000 0.001

(0.027) | (0.024) | (0.018) | (0.021) | (0.009) | (0.009) | (0.008) | (0.009)
(INV/K), -0.820” | -0.788""| -0.792""| -0.557" | -0.200"| -0.218""| -0.1607"| -0.239""

(0.362) | (0.264) | (0.318) | (0.254) | (0.060) | (0.058) | (0.057) | (0.069)
(INV/EK), | 0.616° | 0.568 0608 | 0.263 0.159 0176 | 01207 | 0.167"

(0.356) | (0.284) | (0.294) | (0.255) | (0.064) | (0.061) | (0.059) | (0.071)

0.132 0.020
(CASE/E):- (0.064) (0.018)
(FE/K), -0.021 -0.060™"
(0.187) (0.019)
(LD/K), -0.208™" 00717
(0.032) (0.014)

ml [0.000] | [0.000] | [0.000] | [0.000] | [0.000] | [0.000] | [0.000] | [0.000]
m2 [0.866] | [0.697] | [0.823] | [0.734] | [0.436] | [0.451] | [0.389] | [0.607]
Sargan test [0.102] | [0.272] | [0.215] | [0.175] | [0.252] | [0.219] | [0.418] | [0.050]
1) () 92 Std. Error, ] Ok pvalued. ***, ** *&= Z}Z} 1%, 5%, 10% Tl
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= o

22) 712AAET VAT AES
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