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Market Valuation of R&D and Investor Interpretation

Yu ISHIMITSU

Abstract
This paper examines the relation between R&D investment and firm specific earnings (earnings
non-commonality). I define earnings non-commonality as the extent to which a firm’s earnings is
determined by firm specific factors versus market and industry factors. As a result of analysis, I find
that earnings non-commonality is positively associated with asset made from R&D activity. It implies

that R&D activity lead firm to their competitive advantage.

Keywords : R&D, intangibles, investor, competitive advantage, earnings non-commonality






