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Abstract This paper examines whether management obtains information from peer stock
prices to support R&D decisions. We first document a negative e(Ject of peer stock valuation on
companies’ R&D investment. Furthermore, we show that the less (more) information content
of a company’s own (peers’) stock price, the more strong the impact of peer stock prices on
corporate R&D. What’s more, the elect would be weakened for companies with higher market
position and for industries with less severe competition. We verify the elect of peer stock price
in the scenarios of companies going public and switching industries, and find that: 1) The impact
of peer stock prices on R&D activities is weakened due to reduced demand for peer stock price
information after companies went public; 2) The elect of previous (new) peer stock prices on
R&D investment is weakened (strengthened) after the focal companies switch industries. We also
exclude alternative explanation from the catering theory and adopts a variety of ways to alleviate
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the possible problem of omitted variables. Overall, we provide a new explanation for the impact
of stock price fluctuations on corporate R&D investment from the perspective of information

feedback channel.

Keywords R&D activity; managerial learning behavior; peer stock price
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