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Abstract

Abstract

There are many factors that affect corporate investment decision making, the
most important one is "the decision-makers" themselves. Therefore, we can not ignore
the influence of "decision-makers” cognitive bias on the results of their
decision-making when we make research on corporate investment decision. Because
of incomplete information and complexity of internal and external environment,
managers need to make investment decisions under conditions of uncertainty, at this
time, people's decisions and judgments are affected by their risk appetite and the
emergence of cognitive biases, thereby making non-rational decision-making behavior,
leading to decisions failure. At present, China is in the stage of financial marketization
reform which increases the uncertainty of the macroeconomic environment, in this
context, the impact of monetary policy on business investment will be more
prominent. Monetary policy is an important means of macroeconomic regulation and
the benchmark of macroeconomic policy conducting. The investment and credit
behavior of capital markets and the expectations of consumers are affected by the
monetary policy through the monetary channels and credit channels, thereby directly
affecting the corporate investment decisions. Therefore, it is necessary to take the
impact of managerial risk appetite and the monetary policy into account in the
research of corporate investment decisions and analyze the effcets and economic
consequences of managerial risk preferences on corporate investment decisions under
different monetary policy environments.

On the basis of constructing the evaluation indicator of managerial risk appetite,
this article make the multiple regression analysis of the effect of managerial risk
appetite on corporate investment decisions to explore the influence of managers risk
appetite on business investment scale, over-investment and enterprise value in
different monetary policy environment.

This article has the following innovations: (1)This article uses the principal
component analysis and multiple regression method to build the evaluation index of
managerial risk appetite, the index takes both personal background and business
characteristics into account. (2) On the basis of analysis of the effect of managerial

risk appetite on corportate investment decisions, this article combines the monetary
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policy transmission mechanism of corporate behavior, constructing a multiple
regression model for the corporate investment scale, over-investment in the
managerial risk appetite, empirical testing the impact of managerial risk preferences
on the corporate investment decisions under different monetary policy environment.
(3) This article has analyzes the economic consequences of the impact of the
managerial risk appetite on investment decisions under different monetary policy
environment, building the multiple regression model of managerial risk appetite and
enterprise value to empirical testing the economic consequences caused by the impact
of managerial risk appetite on investment decisions under different monetary policy
environment.

Based on the theoretical analysis and literature review, this articie employs the
empirical data of Chinese A-share listed companies from 2003 to 2012 to make
empirical testing. The results show that: (1) There is a positive correlation between the
level of managerial risk appetite and corporate investment scale; the managers with
high-level risk appetite tend to expand the scale of investment companies
continuously. However, the realization of business investment expenditures needs the
effective capital support as a result the company's internal cash flow and cash
holdings will restrict the effect of the managers risk appetite on the scale of
investment. The article also finds that there is a positive correlation between the
tightness of monetary policy and the scale of investment. Under the loose monetary
policy, the external financing constraints of enterprises reduced which may increase
the scale of corporate investment. The tightness of monetary policy would restrict the
impact of manager risk preferences on corporate investment scale. The influence of
manager risk preferences on the scale of business investment is greater when under
the loose monetary policy environment. The influence of manager risk preferences on
the scale of business investment is greater on the lower financing constraints
enterprise; this performance is more prominent under tight monetary policy. (2) The
result shows that the managerial risk appetite has a positive impact on corporate
over-investment. The probability of over-investment increased by managers' risk
appetite, the higher level the manager's risk preference, the greater the likelihood of
the occurrence of excessive investment. The relationship between the managerial risk
appetite and the corporate over-investment will be affected by different monetary
policy environments. The positive impact of managerial risk appetite on the

over-investment is weakening on the period of relative tighten monetary policy, which
Y
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is more significant in the loose monetary policy environment. The result also finds
that the affect of managerial risk appetite on the corporate over-investment is greater
in state-owned enterprises under the loose monetary policy environment. (3) There is
a significant negative correlation between over-investment and enterprise value. The
behavior of corporate over-investment will harm the value of corporate. There is a
significant negative correlation between over-investment and managerial risk appetite.
The high level risk appetite of the managers will increase the probability of excessive
investment, which will harm the enterprise value. The tightness of monetary policy
and the enterprise value are positively correlated, thus mitigating the impact of the
level of managerial risk appetite to enterprise value. The impact of the managerial risk

appetite on corporate value is greater during the period of loosen monetary policy.

Keywords: Risk Appetite; Investment Decisions; Investment Efficiency; Value of

Enterprise; Monetary Policy
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