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Inefficient market, executive speculation & over-financing

WANG Zhengwei', 7ZHU Wu=wiang
1L School of E conan ics and Business Adm nistration Beijing Nom alUn wersity, Beijng 100875 Ching

2 School of E conam ics& M anagen ent Tsinghua Unwersity Beijng 100084 Chmna

Abstract The paper presents amodel in an nefficient market to analyze its effect on executive speculatbn
and fnancng Then according to the canparative statts results the paper nterprets how these factors nfh-
ence the chote between speculatbn and nomal nvestment The conclusions find that h an econany where
the return of nomal invesm ent is very high, the executwes will not specubhte no matter how e flicient the
matket is Further extra financing can affect the behavbr of the executive when it s too much than enough,
and it can make the executive cater to outside invesiors and the degree of this behavbr ncreasesw ith the a-
mount of extra fnancing
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