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Burdening the Young:
Life Cycle Effects of Mandatory Disclosure on Investment

Abstract

We examine how the investment effects of mandatory financial disclosure evolve over the
corporate life cycle. We find that mandatory disclosure burdens temporarily suppress
investment among newly public firms, particularly during their first three years as public
companies and in settings with pronounced information frictions. In contrast, we find
no evidence that these disclosure requirements affect the investment of seasoned public
firms, even those facing high information frictions. The transient investment effect reflects
newly public firms’ heightened reliance on external capital markets to expand public
float and market capitalization. Our findings reconcile mixed prior evidence on the real
effects of financial disclosure mandates by showing that disclosure costs and benefits vary
systematically with firm maturity and capital-market dependence. These results inform

ongoing SEC deliberations on scaling disclosure requirements for smaller U.S. public firms.
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1. Introduction

Whether mandatory disclosure requirements affect corporate investment depends on the
presence of information frictions—such as information asymmetry and uncertainty—that distort
financing and investment decisions away from the frictionless benchmark of Modigliani and
Miller (1958) (see, e.g., Roychowdhury et al., 2019). When disclosure mandates are imposed
on firms that face significant information frictions, the resulting investment distortions should
be most pronounced. This perspective implies that the real effects of disclosure regulation will
vary systematically over the corporate life cycle as information frictions evolve.

Our central prediction is that the investment effects of mandatory disclosure requirements
diminish rapidly after firms go public. This prediction is agnostic to the precise source of
information frictions—whether arising from asymmetric information (Hermalin and Weisbach,
2012; Edmans et al., 2016), managerial learning (Pinto, 2023), or proprietary cost concerns
(Kim and Valentine, 2021)—but it builds on the observation that the first few years after an
IPO are characterized by sharp reductions in these frictions. For example, the average bid—ask
spread drops from over 1% in the first year after listing to about 0.4% within three years, with
similar improvements observed in Amihud’s illiquidity and analyst forecast dispersion. These
sharp declines suggest that the potential for disclosure-induced investment distortions is largely
confined to the early post-IPO period.

We test this prediction using two policy experiments that exploit recent adjustments to the
disclosure burdens faced by small U.S. public firms. Both experiments stem from changes to
the financial-statement disclosure requirements imposed by the Sarbanes-Oxley Act of 2002
(SOX), which Tliev (2010) estimates cost small public firms roughly $700,000 per year and led
to more conservative reporting practices. Crucially, these shocks target different segments of
the small-firm population with similar treatments, allowing us to trace how the investment
effects of disclosure mandates vary with firm age and capital-market maturity.

Our first experiment examines the 2012 JOBS Act, which relaxed SOX-related disclosure

burdens for newly public firms. Following Chaplinsky et al. (2017) and Dambra and Gustafson



(2021), we exploit the fact that firms above and below the $75 million public-float thresh-
old were differentially affected: smaller reporting companies (SRCs) already operated under
reduced disclosure requirements, whereas newly public firms just above the threshold expe-
rienced a meaningful de-burdening. Because both groups faced similar economic conditions,
SRCs serve as a credible control. Consistent with disclosure costs constraining investment when
information frictions are high, we find that the JOBS Act’s de-burdening provisions increase in-
vestment among newly public firms. The effect attenuates after roughly three years—two years
before the JOBS Act provisions expire but coincident with the documented post-IPO decline in
information frictions. Both the magnitude and dissipation of the investment response concen-
trate in R&D investment and in firms that are youngest at the time of going public—settings
characterized by elevated information frictions.

Our second experiment examines the SEC’s 2018 expansion of the SRC definition, which
raised the public-float threshold from $75 million to $250 million and extended similar de-
burdening provisions to more seasoned small firms. Restricting the sample to firms that have
been public for at least five years, we estimate a difference-in-differences model comparing firms
newly eligible for SRC status (the treated group) to otherwise similar small firms (the control
group). In contrast to the JOBS Act setting, we find no evidence that gaining SRC status affects
investment. The null result persists when comparing treated firms to both smaller and larger
control firms as well as in subsamples of seasoned firms with elevated information frictions.
Thus, our findings suggest that disclosure costs cease to meaningfully constrain investment
once firms mature beyond the early post-IPO stage.

Further evidence suggests that newly public firms’ short-term market pressures drive this
transitory investment effect. Newly public firms expand their public float by more than 50%
per year and issue substantial equity during their first two years, creating strong incentives to
focus on current share price (see, e.g., Field and Hanka, 2001; Krigman et al., 2001). The rate
of float expansion predicts the magnitude and dissipation of the disclosure-investment relation,

and strong CEOs—founders, board chairs, or long-tenured executives—mitigate it, consistent



with greater insulation from short-term pressures.

Taken together, our findings reveal a life-cycle pattern in the real effects of disclosure reg-
ulation. Mandatory disclosure burdens suppress investment only during the brief period when
firms transition from private to public ownership—when information frictions and external fi-
nancing needs are greatest. Our results thus contribute to the literature on life-cycle dynamics
in corporate policy (e.g., Diamond, 1991; Berger and Udell, 1998; Beck and Demirguc-Kunt,
2006; Hoberg and Maksimovic, 2022; Arikan and Stulz, 2016; DeAngelo et al., 2006, 2010),
showing that disclosure regulation operates through similar maturity-dependent channels.

We also extend the literature on the real effects of mandatory financial-statement disclosure
by documenting when these effects are strongest. Prior studies report mixed evidence on the
investment consequences of SOX and other disclosure reforms (e.g., Bargeron et al., 2010;
Kang et al., 2010; Gao and Zhang, 2019; Bradshaw, 2009; Leuz and Wysocki, 2016; Coates
and Srinivasan, 2014; Albuquerque and Zhu, 2019; Kraft et al., 2018; Nallareddy et al., 2021;
Breuer et al., 2025). By showing that these effects are concentrated among newly public firms,
we reconcile much of this heterogeneity and identify the stage of the corporate life cycle when
disclosure costs matter most.

Finally, we contribute to research on the JOBS Act and related disclosure reforms (e.g.,
Dambra et al., 2015; Chaplinsky et al., 2017; Barth et al., 2017; Pinto, 2023; Alhusaini et al.,
2023; Dambra and Gustafson, 2021). Our results clarify that the Act’s investment effects
are shaped by the information frictions and short-term incentives of newly public firms, and
that these effects dissipate quickly as firms mature. The evidence underscores that disclosure
policy changes have their greatest real impact when targeted at firms in the early post-IPO

stage—precisely when information asymmetry and external financing needs are most acute.

2.  The Burdens of Being Public and Corporate Investment

Economic theory provides several mechanisms linking mandatory disclosure to corporate

investment, all of which introduce information frictions into the Modigliani—-Miller benchmark



(Roychowdhury et al., 2019). Some models predict higher investment when disclosure mitigates
financing frictions (e.g., Myers and Majluf, 1984; Diamond and Verrecchia, 1991), while others
predict lower investment when disclosure intensifies short-termism or proprietary-cost concerns
(e.g., Hermalin and Weisbach, 2012; Edmans et al., 2016; Kim and Valentine, 2021). Additional
channels emphasize managerial learning from prices (Pinto, 2023) or the role of disclosure in
alleviating moral-hazard constraints (e.g., Biddle et al., 2009; Shroff et al., 2014).

This theoretical ambiguity naturally produces a mixed empirical literature on disclosure’s
real effects. Much of this work studies the investment impact of changes to U.S. mandatory
financial-statement disclosure rules following the Sarbanes-Oxley Act (SOX). Early evidence
documents reduced investment among small or risky firms (e.g., Bargeron et al., 2010; Kang
et al., 2010), whereas later research highlights identification challenges (e.g., Bradshaw, 2009;
Leuz and Wysocki, 2016; Albuquerque and Zhu, 2019). Similar ambiguity arises across other
settings—quarterly-reporting reforms in the U.S. (Kraft et al., 2018), disclosure shifts in the
U.K. (Nallareddy et al., 2021), and public-filing mandates for European private firms (Breuer
et al., 2025).

The lack of consensus on how mandatory disclosure affects U.S. public firms today is partic-
ularly important because the SEC continues to adjust disclosure requirements for small issuers.
Since the 2012 JOBS Act, which relaxed SOX-related disclosure burdens for qualifying newly
public firms, the SEC has enacted several additional rules expanding eligibility for reduced
reporting. Most notably, the 2018 revision increased the public-float threshold for Smaller Re-
porting Company (SRC) status from $75 million to $250 million, substantially broadening the

population of firms subject to lighter disclosure obligations.*

2.1. Life-Cycle Effects in the Disclosure-Investment Relation

We posit that the mixed evidence in prior studies arises because disclosure regulation pri-

marily affects a narrow set of firms—those that have recently gone public. Newly public firms

In 2020, the SEC further amended the definition of accelerated and large filers, again expanding the set of
firms eligible for reduced disclosure burdens.



face acute information frictions and unusually strong incentives to favor short-term, tangible
performance over long-term investment.

Theoretically, these firms are most susceptible to disclosure-induced investment distortions
because they operate under heightened uncertainty and shifting investor bases. Figure 1 illus-
trates the rapid post-IPO decline in information frictions, measured by Amihud’s illiquidity,
tone differences between managers and analysts, and bid—ask spreads, which fall from over 1%
in the first year after listing to roughly 0.4% within three years. As DeAngelo et al. (2006)
emphasize, this period coincides with a transition from hard-to-value growth opportunities to

tangible assets in place, reducing informational opacity.

FIGURE 1 ABouT HERE

Figure 2 further shows the substantial public float expansion of the typical newly public
firm. The dashed line plots the firms’ cumulative share issuance, showing that issuance increases
the total shares outstanding by 150% in the first five years a firm is public. At the same time,
the percentage of these shares that are floated to outside investors rises from about 30% to
80%. Combining both dimensions shows that newly public firms rely on external investors for
roughly four times as many shares five years after the IPO. Although these statistics are not
pervasive in the literature, the rapid float expansion and accompanying increased incentives to
maximize current value have been touched on in existing literature. For example, newly public
firms are often involved in both insider sales (see e.g. Field and Hanka, 2001) and follow-on

offerings (see e.g. Krigman et al., 2001).

FIGURE 2 ABOUT HERE

Building on these intuitions, we derive three empirical predictions linking information fric-
tions, firm maturity, and disclosure burdens.
Prediction 1. Investment effects of mandatory disclosure decline rapidly after a firm goes

public. We first estimate the disclosure-investment relation for newly public firms and trace its



attenuation over time. A second policy experiment targets seasoned firms exposed to similar
regulatory changes, allowing us to observe whether the relation persists once firms mature.

Prediction 2. The disclosure-investment relation, and its attenuation, concentrate when
information frictions are high. This prediction is agnostic to the precise source of friction—managerial
myopia, learning from markets, proprietary-cost concerns, or moral hazard. We expect stronger
and more transitory effects in informationally sensitive investment (R&D vs. capital expen-
ditures) and among firms that are youngest at IPO. Using our second policy shock, we test
whether any remaining disclosure-induced investment effects are concentrated in R&D or among
firms in the upper quintile of information-friction proxies.

Prediction 3. Disclosure effects are strongest among newly public firms with heightened
incentives to maximize current stock price. When disclosure increases the observability of
short-term performance, managers may underinvest in intangible projects to influence current
valuations (Hermalin and Weisbach, 2012; Edmans et al., 2016). These incentives are especially

pronounced early in the public life cycle, when firms rely heavily on external capital markets.
3. Identifying the Life Cycle of the Mandatory Disclosure-Investment Relation

In this section we discuss the policy shocks we use to identify the life cycle of the manda-
tory disclosure-investment relation. In each subsection we first discuss the institutional details

underlying the policy experiment, followed by a description of the data used in the analysis.

3.1. The JOBS Act: A Shock to the Burdens of Newly Public Firms

We first conduct a policy experiment around the 2012 Jumpstart Our Business Startups
(JOBS) Act, which established Emerging Growth Companies (EGCs) as a class of firms with
reduced disclosure burdens. As we define in Appendix A, firms that go public under the
JOBS Act are eligible for EGC status for up to five years as long as they meet certain criteria
based on their revenues, public float, or debt issuance. EGC IPO firms are granted reduced
disclosure burdens along several dimensions, but many of these provisions relate to relaxing

the increased disclosure requirements of SOX. For instance, EGCs can disclose one less year



of audited financial statements, are not required to obtain auditor attestation of the financial
statements, and can reduce executive compensation disclosure.?

Dambra et al. (2015) show that the JOBS Act de-burdening provisions are popular among
EGC IPO issuers, with approximately half of EGCs choosing to reduce financial statement
disclosures or opt out of the auditor attestation requirements (approximately 46%). Iliev (2010)
highlights the potential real effects of these decisions as auditor attestations impose substantial
costs, on the order of $700,000 for small public firms, and lead to more conservative earnings
reports. The selected sample of provision adopters, combined with the wide range of possible
provisions that can be adopted, leads us to treat all EGCs similarly, irrespective of which
provisions they actually adopt. This is akin to an intent-to-treat analysis.

The intuition underlying our identification strategy is similar to that in Chaplinsky et al.
(2017) and Dambra and Gustafson (2021). We isolate the effect of the burdens to being public
by splitting EGCs into treated and control groups based on their SRC status. SRCs, which over
most of our sample period are firms with less than $75 million in public float, already benefited
from the reduced disclosure burdens that the JOBS Act granted to EGCs. Specifically, as we
discuss in Appendices A and B, SRCs already benefit from the reduced financial statement
disclosures, the optional auditor attestation opt-out, and the reduced executive compensation
disclosure.?

The similarities between the key de-burdening provisions of the JOBS Act and those already

offered to SRCs make SRCs a natural control group that is exposed to the same prevailing

economic and market conditions, including the non-de-burdening provisions of the JOBS Act,

2Reduced compensation disclosure occurs in a few ways. Firms can focus on only the most recent two years
and on the top three highest-paid executives instead of the usual five. Additionally, firms have the option to
exclude the standard Compensation Discussion and Analysis (CD&A) section, which typically covers executive
incentives, compensation metrics, benchmarks, and peer firm performance in both the prospectus and subsequent
proxy statements.

3These statements are derived from Goodwin Procter LLP publication: “JOBS ACT: A New IPO Playing
Field for Emerging Growth Companies”, Dambra et al. (2015), Dambra et al. (2018), and Dambra and Gustafson
(2021). See these references for more details on the specific similarities and differences between SRC and EGC
disclosure requirements and Appendix B for more discussion regarding how the SRC provisions closely resemble
those offered by the JOBS Act, especially regarding reduced financial statement disclosures, auditor attestation
opt-out, and reduced compensation disclosures. Finally, see Appendix C for all provisions related to SRC
accommodation.



but not affected by the JOBS Act’s shock to mandatory disclosure burdens. Our baseline
analysis considers firms with between $75 million and $700 million in public float as treated
with the JOBS Act’s de-burdening provisions, and uses firms with below $75 million in public
float as controls.* To mitigate the inherent size differences between SRCs and Non-SRCs, we
add pre-JOBS SRCs and Non-SRCs as additional control groups. Figure A2 illustrates this
identification strategy, which layers the 2012 passage of the JOBS onto this treatment and
control framework to form a quasi-difference-in-differences analysis. The left column shows
that, following the JOBS Act, all firms—regardless of their SRC status—are exempt from the
added disclosure burdens we study. The right column shows that, prior to the JOBS Act, Non-
SRCs (i.e., firms with above $75 million in public float) were not exempt from these burdens,
whereas firms with smaller public floats were. By comparing Non-SRCs’ and SRCs’ outcomes
surrounding the JOBS Act, we therefore isolate the impact of the burdens to being public while
plausibly controlling for other effects of the JOBS Act or more general market conditions, which
impact both SRCs and Non-SRCs.

Our two main empirical specifications test for the existence of a life cycle of the disclosure-
investment relation. Both of these tests restrict the sample to the first five years a firm is public,
when the JOBS Act’s de-burdening provisions remain in effect. In both specifications we study
whether there is significant evolution in the mandatory disclosure-investment relation over the
first five years a firm is public. EGC Treated indicates newly public firms that are treated with
the JOBS Act’s de-burdening provisions. This treatment is the interaction between Non-SRC),
which is an indicator variable equal to 1 if a firm has a public float greater than or equal to $75
million and 0 otherwise, and JOBS IPO, which is an indicator variable equal to 1 if an issuer’s
IPO date occurs after March 2012 and 0 otherwise. We first do this using a linear time trend.

Specifically, we estimate

4Figure A1 more specifically shows how we construct our sample of EGCs and SRCs. First, we drop firms
that have either public floats of over $700 million or revenues over $1 billion because they do not qualify as
EGCs. Within the set of EGC eligible issuers, we split them into SRCs with below $75 million in public float
and non-SRCs with above $75 million in public float.
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where Y ,; represents the quarterly investment, defined as capital expenditures plus research
and development (R&D) expenses divided by lagged quarterly assets, of firm i in quarter g,
and t years since the IPO. For instance, t = 1 for the first four quarters a firm is public, and
t = 2 for the next four quarters, etc.

The explanatory variable of interest is the EGC Treated x Years Since IPO interaction,
which interacts the JOBS Act’s de-burdening shock with a continuous variable counting the
number of years since the IPO. The coefficient on this interaction, 3, captures the extent of a
time trend in the effect of the de-burdening treatment on investment.

Our second identification strategy compares the disclosure-investment relation in the first
two years after a firm goes public, to the same relation in the fourth and fifth years the firm
is public (excluding the third year). Since we include firm fixed effects, this analysis identifies

exclusively from within-firm variation. Specifically, we estimate
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where I{ Year > 3} is an indicator variable equal to one if the company is more than three years

since its IPO. In this model, 5, captures the effect of the de-burdening provisions on investment



during the last two years after their IPO, compared to the first and second years captured by
.

Throughout all of these analyses, we include a range of control variables (X;,), such as
Ln(Assets), Op. Cash Flow, MTB, as well as interaction terms between Year Post and Non-
SRC, and between Year Post and JOBS IPO. Most specifications include firm fixed effects (7;),
fixed effects for the year-quarter at which investment is measured (6,), and industry-year fixed
effects using the year of the IPO issue (drssue Yearxindustry)- We double cluster standard errors at
the firm and year-quarter levels. Detailed variable definitions are presented in Appendix D.

We also conduct a variety of robustness analyses to mitigate potential selection or measure-
ment error concerns. For example, in some specifications, we use a firm’s Non-SRC' status as
of the first year after the IPO, allowing our firm fixed effects to absorb the baseline Non-SRC
effect and shifting the interpretation toward an intent-to-treat framework. This mitigates the
potential impact of firms managing their Non-SRC' status over time, as Ewens et al. (2024)
show can be relevant around such regulatory thresholds—an issue we also address by show-
ing that our findings are robust to dropping Non-SRC firms near the $75 million public float
cutoff. Finally, we mitigate potential selection concerns in the types of firms going public via
propensity score matching. By ensuring that the pre- and post-JOBS IPO issuers shift similarly
across SRC status, this approach mitigates the role of any possible selection effect driven by the
well-documented shift in the types of firms going public after the JOBS Act (see e.g. Dambra

et al., 2015) may have on our policy experiment.

3.1.1. Data Description

Our sample contains all IPOs with issuance dates between February 2, 2008, and December
31, 2014, sourced from Refinitiv Eikon’s Deal Screener database. Following existing literature,
we exclude IPOs from the financial and real estate industries, those with prices below $1 or
proceeds under $1 million, non-original IPOs, limited partnerships, closed-end funds, rights
offering IPOs, firms not listed on major U.S. stock exchanges (AMEX, NYSE, and NASDAQ),

and those lacking Compustat financial statements and public float data. As we show in Ta-
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ble A1, many of these restrictions are redundant once we restrict the sample to exchange-listed
firms (i.e., those we can match in the CRSP database). The sample begins with 478 IPOs
and then is reduced by 144 after the exclusion of financial and limited partnership firms and
closed-end funds.

We make two important refinements to our sample to enhance the interpretation of our
results. Neither of these adjustments materially affects our main findings, but they do sub-
stantially reduce the sample in a way that refines our identifying variation. First, we restrict
the sample to firms with less than $1 billion in pre-IPO annual revenues and less than $700
million in public float as of their first report date, since only firms below these cutoffs qualify
for the JOBS Act’s de-burdening provisions. Table A1l shows that together these restrictions
drop another 58 IPOs. This leaves us with 276 IPOs in our full sample; however, we replicate
many of our tests on a balanced sample that allows us to compare the de-burdening-investment
relation in the first few years after a firm’s IPO to that same relation several years later (after
the JOBS Act’s provisions have expired). For this analysis, which includes firm fixed effects, we
further restrict the sample to firms for which we have at least 5 years of post-IPO investment
data. This reduces our sample by an additional 88 IPOs. Our balanced sample includes 188
IPO firms with 5,369 firm-quarter observations.

EGCs going public under the JOBS Act benefit from de-burdening provisions for up to five
years, but some firms lose EGC status before the fifth year. Figure A3 shows why the IPO
firms in the sample, originally treated as EGCs under the JOBS Act’s de-burdening provisions,
eventually lose their EGC status. We focus this discussion on the 91 firms that were initially
classified as EGCs among the 188 IPO companies included in our balanced sample, for which
we observe five years of post-IPO data. There are three reasons why firms in our balanced
panel, which naturally excludes delisted firms, lose their EGC status.® The first two are if a
firm attains a public float of over $700 million or revenues over $1 billion in a year. Thirty-seven

firms lose EGC status for these reasons, with the majority of this activity occurring two to four

5In some analyses, we incorporate firms with less than 5 years of data into our sample. Here, firms may also
lose EGC status if they delist. Thirteen EGC firms delist within five years of their IPO.
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years after a firm’s IPO and all but one of these instances involving crossing $700 million in
public float. Firms also lose their EGC status five years after their IPO. The vast majority of
these cases manifest as the firm not having EGC status six years after its IPO. Importantly, our
main results remain robust regardless of how we define or treat changes in EGC status—whether
we define EGC status based on the initial year or drop firms that subsequently lose EGC status
from the sample.

We also include variables from a variety of other sources throughout our analysis. We collect
accounting data from the Compustat database, stock market data from the CRSP database,
and public float data from the SEC’s EDGAR database.” We follow Chaplinsky et al. (2017)
in using IPO proceeds to approximate public float for the period prior to the end of the firm’s
first fiscal year in which they were public during the middle of the prior fiscal year. We hand-
collect the EGC status and provisions directly from 10-K/Q and S-1 (S-1/A). To measure a
firm’s founding age, we retrieve founding dates from Jay Ritter’s website.® We winsorize all
variables used in the analysis at the 1% and 99% levels.

We report summary statistics in Table 1. Panel A indicates that about 39% of our sample
goes public post-JOBS and 68% are treated or would-be treated firms as per their non-SRC
status. 25% are classified as EGC-treated firms, post-JOBS issuers with public float greater
than or equal to $75 million. The average firm invests at a rate of approximately 6.0% of total
assets per quarter, with 75% (25%) of this in the form of R&D (capital expenditure) investment.

The typical firm hovers around zero operating cash flow, and has a market-to-book ratio of 3.3.

Shttps://www.sec.gov/about/divisions-offices/division-economic-risk-analysis /data/financial-statement-
and-notes-data-set

"We manually correct cases in which companies inaccurately denote the units of public float in the SEC’s
dataset. Specifically, we observe situations where companies mistakenly present public floats in thousands
instead of millions or vice versa. For example, Straight Path Communications (CIK: 0001574300) reported a
public float of $135.132,000 on 2016-01-29, suspected to be a typo for the correct value of $135,132,000 in public
float. To address such instances, we identify companies exhibiting their public float increase of more than 1,000
times compared to the previous year. Subsequently, we directly scrutinize the 10-K filings of these companies,
correcting cases where the unit of public float is inaccurately recorded in the SEC’s dataset.

8See https://site.warrington.ufl.edu/ritter /ipo-data/. We treat firms listed on Jay Ritter’s website but with
missing founding dates as older companies by replacing the missing values with the maximum of the winsorized
founding ages.
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TABLE 1 ABoUT HERE

Panel B of Table 1 shows characteristics averaged over the first year after the IPO, catego-
rized by SRC status and the timing of the IPO relative to the passage of the JOBS Act. In
columns (1) and (2), we present averages for Non-SRC (N=316) and SRC (N=124) firms before
the JOBS Act, and in columns (3) and (4), we present the averages for Non-SRC (N=195)
and SRC (N=116) firms after the JOBS Act. In column (5), we report the significance of the
coefficients based on the difference-in-differences across these firm characteristics.

Comparing columns (1) and (3) and (2) and (4), firms going public after the JOBS Act have
less total assets, more negative cash flows, and have a higher percentage of their investment in
R&D, aligning with the findings in Dambra and Gustafson (2021). Furthermore, a comparison
between columns (3) and (4) reveals relatively similar investment levels for Non-SRC (0.079) and
SRC (0.082) firms post-JOBS Act. This similarity indicates that smaller SRC firms are neither
systematically underinvesting nor operating under fundamentally different market conditions
compared to their larger Non-SRC firms, thus supporting the validity of SRCs as a credible
control group.

Figure A4 further illustrates the similarity in the investment trends of SRCs and Non-SRCs
in the years before and after the passage of the JOBS Act. Prior to the JOBS Act, Non-
SRCs, which were subject to increased mandatory disclosure burdens, invested at about 60%
the rate of SRCs during the first two years they were public. After the passage of JOBS, the
two groups invested similarly. Aside from the shift immediately around the JOBS Act, the
two groups exhibited similar changes in investment over time. In sum, Figure A4 suggests that
under similar disclosure regimes, SRC and Non-SRC IPO firms exhibit comparable post-IPO
investment and that the investment of SRCs and Non-SRCs are similar related to broader
economic conditions.

Figure A5 illustrates the industry distributions of our final SRC and Non-SRC firms be-

fore and after the JOBS Act, categorized by Thomson Reuters Business Classification, which
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represents the industry at the time of the IPO. In general, SRC and Non-SRC firms exhibit
similarities in terms of the frequency distribution of IPOs by industry, with most listings in
high-tech industries, such as Software & IT service and Pharmaceuticals & Medical Research
fields. One consideration for our empirical analysis is that there was a post-JOBS increase in
Pharmaceuticals & Medical Research company IPOs, and this was more pronounced for SRCs.
This aligns with the findings of Dambra et al. (2015) and Lewis and White (2023), who report
a substantial increase in biotech TPO firms during the six years following the JOBS Act. It
also corroborates the idea discussed in Dambra et al. (2015) that the JOBS Act’s de-burdening
provisions were not the primary way in which the JOBS Act made going public more attrac-
tive because SRCs already had access to the de-burdening provisions prior to the JOBS Act.
Throughout our analyses, we include industry-year fixed effects to control for differences in the
types of firms in each industry that elect to go public each year. We also demonstrate robust-
ness to the exclusion of any single industry and employ a propensity score matching procedure
to ensure that our findings are not driven by this shift in the industrial composition of TPO

firms.

3.2. SRC Reform: A Shock to the Burdens of Seasoned Firms

The second policy shock we use to trace out the life cycle of the mandatory disclosure—investment
relation targets seasoned firms that experience a mandatory disclosure change similar to the
JOBS Act’s de-burdening provisions. SRCs, which, as discussed above, benefit from reduced
disclosure burdens similar to those of EGCs, were originally defined as firms with less than $75
million in public float or annual revenues below $50 million. The SEC revised the criteria on
June 28, 2018, allowing companies with less than $250 million in public float or with annual
revenues of less than $100 million to qualify as SRCs. Notably, this policy shift does not affect
our previous analysis of the JOBS Act, because the revision occurred near the end of our sample
period, when virtually all firms in the JOBS Act sample had already passed the point at which
their EGC provisions expired.

To identify the effect of the SRC reform’s de-burdening provisions on seasoned firms’ corpo-
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rate investment, we conduct difference-in-differences regressions of firms’ investment activities
around the SRC reform, after restricting the sample to firms that have been public for at least
five years. Treated firms are those with public float between $75 million and $250 million in
the pre-reform year. The use of the pre-reform period in defining treatment makes this akin to
an intent-to-treat framework. The other difference resides within the time dimension—before
and after the implementation of the SRC reform. We use two sets of control groups, neither of
which is intended to be treated by the rule change. The first control group comprises firms with
floats below $75 million in the pre-reform year, and the second control group consists of firms
with floats exceeding $250 million in the pre-reform year. In addition to our main analysis,
which pools both control groups together, we find similar results when conducting separate
analyses using only the > $250 million or < $75 million public float control samples. Figure A6
illustrates this identification strategy.

The regression specification is as follows:

Yi: =Po + 1 SRC Treated; + B2 After, + 53 SRC Treated; x After, + X,
(3)

+ % 4 0¢ + OTimexindustry 1 ity
where Y;; represents our measures of investment scaled by lagged total assets. SRC' Treated
is an indicator variable that equals 1 if a firm’s public float is between $75 million and $250
million in the pre-reform year and 0 otherwise. After is also an indicator variable that equals
1 for the post-reform period after the effective date of the SRC reform, September 10, 2018,
and 0 otherwise. X; indicates firm-level characteristics that we control for in the regressions,
including Ln(Assets), Op. Cash Flow, MTB, and Ln(Float). We include firm fixed effects (;),
and either time (0;) or time-industry fixed effects (drimexindustry). Time fixed effects include
year-quarter indicators, as well as an After indicator that is fully absorbed except with respect
to variation in the timing of fiscal year ends during the third quarter of 2018 when the rule was
adopted. We double cluster standard errors at the firm and year-quarter levels. Appendix D

provides detailed definitions.
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3.2.1. Data Description

To empirically examine whether the 2018 SRC reform affected investment, we construct a
panel of seasoned firms that allows us to compare outcomes before and after the policy change.
This design mirrors our JOBS Act analysis but requires adjustments to ensure the focus is on
more seasoned firms rather than newly public issuers. Specifically, we confine the sample to the
period between 2016 and 2019 to compare firms uniformly before and after the 2018 reform.
We require at least one year of observation on either side of treatment. Similar to our JOBS
Act analysis, to maintain a balanced comparison, we eliminate large companies by excluding
those with a public float surpassing $700 million. We also restrict our sample to companies
that were listed before 2011, since our focus here is on more seasoned firms. Additionally,
we exclude financial firms and limit the sample to companies with non-missing data for the
required variables in the analyses. Our final sample includes 695 firms with 10,821 firm-quarter
observations, and further detailed sample composition is presented in Table Al.

We report summary statistics for this sample in Table 2. Panel A shows that the firms in
our sample invest at a rate of 3.6% of lagged total assets each quarter, with approximately one-
third (two-thirds) of this coming in the form of capital expenditures (R&D expenses). Panel B
presents summary statistics for both treated and control firms during two pre-event years and
two post-event years. There are no significant differences in investment activities, including
R&D and capital expenditure, between treated and control firms both before and after the
reform. This suggests that the reduction in disclosure burden resulting from the SRC reform

itself may not directly influence investment activities.

TABLE 2 ABoUT HERE

We do see increases in the average public float in both samples, which is a mechanical result
of the positive market returns between 2016 and 2019. The increased age is also somewhat
mechanical, given that we require pre- and post-event observations for every firm, effectively

not allowing the stock of young firms to replenish in our post-period. Finally, Figure A7
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displays the industry distributions of our finalized treated and control firms, classified according
to one-digit SIC codes. The two samples exhibit a high degree of similarity to each other.
Notably, the companies in our sample are mainly concentrated in the manufacturing, mining

and construction, and services industries.

4. Evidence on the Life Cycle of the Disclosure Burden-Investment Relation

We posit a new life cycle effect whereby the mandatory-disclosure investment relation at-
tenuates as public firms become more seasoned. The key empirical prediction, therefore, is that
mandatory disclosure burdens will initially affect the investment of newly public firms, but this
effect will attenuate over time. The intuition for this prediction is first and foremost related to
the idea that the theoretical motivation for a mandatory disclosure-investment relation requires
information frictions, which Figure 1 shows attenuate rapidly during the first few years a firm
is public.

We test this prediction using two policy experiments that generate similar disclosure burden
shocks to small public firms. The first targets newly public firms, and the second seasoned public
firms. Together, these policy experiments allow us to trace out the mandatory disclosure-
investment relation over the life of a public firm, offering evidence on both our prediction that
the relation will attenuate over time and how extensive the relation is among the typical small

U.S. public firm.

4.1. Evidence among Newly Public Firms

Figure 3 presents estimates for the relative investment of EGC treated firms and other
firms in the first five years after a firm goes public. We find that there is an initial positive
relation between the JOBS Act’s de-burdening provisions and corporate investment, but that
it attenuates after approximately 3 years. Notably, the timing of this attenuation is one or
two years before the JOBS Act provisions expire, but consistent with the post-IPO decline in

information frictions, which occurs most dramatically during the first three years.
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FIGURE 3 ABouUT HERE

Panel A of Table 3 presents estimates of Equation (1) to more formally test how the impact
of the de-burdening provisions evolves over this period. We define an interaction term, FGC
Treated x Years Since IPO, where Years Since IPO is the number of years since the IPO. Our
initial analyses in columns (1) and (2) do not include firm fixed effects, allowing us to employ

a larger sample that does not require five years of post-IPO data in column (1).

TABLE 3 ABOoUT HERE

The column (1) coefficient on EGC Treated implies that during the first year a firm is
public, the JOBS Act’s de-burdening provision predicts an investment increase nearly identical
to the 4.6% of assets reported in Dambra and Gustafson (2021). This magnitude corresponds
to approximately $5 million for the typical firm in our sample. Interacting this term with Years
Since IPO reveals a statistically and economically meaningful attenuation of about 1.3% of
assets per year, indicating that the positive effect of the JOBS Act on investment in early years
diminishes over time. In column (3), we again find similar estimates after including firm fixed
effects.” The stability of our estimates suggests that our findings are not primarily driven by
sample composition or the identification strategy relying on within-firm variation.

Figure 4 provides evidence on the equivalent of the parallel trends assumption in our set-
ting. Although we do not observe the same firms pre- and post-JOBS Act, we can still exam-
ine whether our main coefficient of interest (i.e., the post-IPO attenuation in the mandatory
disclosure-investment relation) appears to discontinuously shift after the passage of the JOBS
Act. To this end, we decompose the main variable of interest into separate indicators for each
IPO year. This results in a series of Issue Year x Non-SRC x Years Since IPO interactions.

Figure 4 plots the estimated coefficients of these triple interaction term across semiannual IPO

9In Table A2 we document a similar life cycle effect with respect to investment efficiency whereby de-
burdening provisions initially cause a rise in investment efficiency, which then declines over the first five years
a firm is public.
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cohorts between 2010 and 2013.1° Each coefficient represents the difference in the post-IPO
investment trends between Non-SRC and SRC firms for IPOs that occurred in a given six-
month window. The early IPO cohorts (2010-2011) show little differential effect, whereas the
magnitude becomes larger and more positive for later cohorts (2012-2013). These results are
consistent with the JOBS Act’s de-burdening provisions being the underlying driver of our

estimates.

FIGURE 4 ABoOUT HERE

The estimates in Panel A are based on a Non-SRC indicator that equals 1 during any
fiscal year in which the public float was over $75 million in the middle of the previous fiscal
year.'! In Panel B we conduct a set of tests to respectively address potential measurement error
(column (1)), manipulation of SRC status over time (column (2)), and a correlation between
EGC treatment and the type of firm going public (column (3)).

Specifically, we exclude firms that were initially classified as EGCs at the time of the TPO
but later lost their EGC status, ensuring that the Non-SRC indicator reflects a more stable
group of treated firms over time. Column (2) addresses the possibility that firms may bunch
near SRC cutoffs in a manner that correlates with their investment activity over time. To ensure
that this does not drive our findings, we fix Non-SRC status at the time of the IPO based on
the TPO proceeds raised, essentially creating an intent to treat framework. The magnitudes
in column (2) are approximately half the size of those in the first three columns, as would be
expected to the extent that Non-SRC status changes in the years after the IPO.

Two additional tests enhance the generalizability of our results by mitigating concerns that
particular industries drive the findings. First, we adopt a Propensity Score Matching (PSM)
approach in column (3) that eliminates differences in industry between pre- and post-JOBS

Act issuers and controls for other differences in observable firm characteristics. Specifically, we

10We exclude IPOs in 2008-2009 because these years included small samples of IPOs and were influenced by
the financial crisis.

1Tn Table 3, we do not report coefficient estimates for stand-alone terms or double interactions between
indicator variables for brevity. These omitted estimates are provided in Figure AS.
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group and match SRC and Non-SRC firms before and after the JOBS Act based on industry,
Ln(Assets), Op. Cash Flow, MTB, Ln(Float), firm age, and sales growth. Similar to our un-
matched sample, unreported statistics indicate no significant differences in terms of Ln(Assets),
Op. Cash Flow, MTB, or Ln(Float). Figure A9 further shows that after matching, pre- and
post-JOBS Act samples have identical industry distributions, alleviating concerns that shifts in
industry composition drive the results. The estimates are similar to those in Panel A, minimiz-
ing the possibility that the post-JOBS influx of biotech firms explains our findings. As a second
test to ensure that shifts in the industrial composition of pre- and post-JOBS Act issuers do
not influence our results, Figure A10 shows that the results remain qualitatively unchanged
after excluding any single industry.'?

Another potential threat to our identification is the mechanical difference in size between
SRCs and Non-SRCs. The inclusion of firm fixed effects as well as a pre-JOBS period means
that for this to compromise our inferences there would have to be differential within firm shifts
in investment policy in the years after firms go public before and after JOBS and these shifts
would have to differentially occur for small versus large IPO firms. To mitigate this possibility,
in Panel A of Table A3 of the Internet Appendix we conduct several tests that add heightened
controls for IPO issuer size. First, we use non-linear controls for a firm’s public float, Ln(Float),
Ln(Float)?, and Ln(Float)? in columns (1) and (2). Second, we tighten the bandwidth for
sample inclusion issuers with initial public floats no greater than $600 million or $400 million
to make the SRCs and Non-SRCs more comparable in terms of their public float. Columns (2),
(4), and (6) additionally exclude firms whose initial public floats fall within the $70-$80 million
window around the $75 million cutoff, in order to address concerns that firms may strategically
adjust their reported floats to fall just below the threshold. The coefficients for EGC Treated
x Years Since IPO remain negative and statistically significant in all four specifications.

Table 4 estimates Equation (2) to provide additional evidence on whether the disclosure

12The five largest industries are Pharmaceuticals & Medical Research (24.77%), Software & IT Services
(23.67%), Healthcare Services & Equipment (7.23%), Industrial & Commercial Services (7.02%), and Industrial
Goods (6.18%). In an untabulated result, these findings are also robust when reweighting the sample based on
the industry composition of the seasoned-firm sample.
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burden—investment relation attenuates over the first five years a firm is public. We define EGC
Treated x I{ Year > 3}, where I{ Year > 3} equals 1 for the years more than three years after
the IPO and 0 otherwise, and retain only the first, second, fourth, and fifth years after the IPO.
This interaction captures the differential effect of disclosure burdens on investment in the fourth
and fifth years a firm is public compared with the same effect in the first and second years.
Across all specifications in Panels A and B, the coefficient on EGC' Treated x 1{ Year > 3}
is negative and significant, regardless of whether we include firm fixed effects, measure SRC
status at IPO or continuously, or use a Poisson maximum-likelihood estimator (Cohn et al.,
2022) to address skewness in investment. In contrast, the baseline EGC effect—captured by
EGC Treated—is positive and significant. These results indicate that EGC treatment boosts
investment primarily in the first two (or three) years after the IPO, with an attenuated effect

in years 4-5.

TABLE 4 ABouT HERE

Overall, this evidence suggests that the JOBS Act’s de-burdening provisions initially stim-
ulate corporate investment post-IPO, but the impact diminishes, becoming insignificant within
three to four years. This implies that the JOBS Act’s de-burdening provisions cease to impact
investment one to two years prior to their expiration, suggesting that mandatory disclosure
burdens have limited influence on the investment policies of small U.S. public firms beyond

their initial years of going public.

4.2. Evidence among Seasoned Firms

Our second policy experiment sheds light on whether our findings thus far, which are derived
exclusively from newly public firms, extend to the universe of small U.S. public firms currently
being targeted by the SEC’s recent adjustments in mandatory disclosure requirements. To do
this, we conduct a difference-in-differences analysis surrounding the 2018 expansion of SRC

eligibility to firms with between $75 and $250 million in public float. Specifically, we estimate
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B3 from equation (3), which represents the relative change in investment for firms newly treated
with SRC status in 2018.

We report the results in Table 5, where the dependent variable is Investment. As illustrated
in Figure A6, the analyses rely on two distinct control groups: the first consists of firms that
already hold the SRC status (firms with float < $75 million), while the second consists of
firms that do not have the SRC status throughout the entire sample period (firms with float
> $250 million). Columns (1)—(2) compare newly treated SRC firms against these two groups,
whereas columns (3)—(6) impose narrower float restrictions to provide additional robustness
checks within each control group. Across all columns we find no significant differential shifts in
investment levels for treated firms during the two years following the rule change when compared

3 This is true whether we include year-quarter-industry fixed

to the two preceding years.!
effects or simply year-quarter fixed effects. These null effects among seasoned firms reinforce
our interpretation that the disclosure—investment relationship is unique to newly public firms,

which face high information frictions in their early years.

TABLE 5 ABOUT HERE

5. Evidence on the Information Frictions Mechanism

The theoretical motivation for the negative effect of mandatory disclosure on corporate
investment is rooted in the presence of information frictions. This motivation is agnostic toward
the specific information friction(s) that drive the mandatory disclosure-investment relation and
its attenuation. Existing literature highlights many information frictions capable of causing a
negative mandatory disclosure-investment relation, but all of them plausibly attenuate over the
first few years a firm is public. Consider, for example, that information friction-driven stories

involving managerial myopia require manager-investor information asymmetry (Hermalin and

13Under the revised SRC rule, a company qualifies as an SRC if it has a public float below $250 million, or
if it has both a public float below $700 million and annual revenues below $100 million. In untabulated results,
we exclude firms with revenues below $100 million and a public float between $250 million and $700 million to
focus more directly on the public float threshold. The results remain robust.
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Weisbach, 2012; Edmans et al., 2016) or the comparable reliance on information frictions of
mechanisms rooted in managerial learning (Pinto, 2023), proprietary disclosure costs (Kim and
Valentine, 2021), or moral hazard (Biddle et al., 2009; Shroff et al., 2014). In this section we
empirically test our second empirical prediction from Section 2 regarding the concentration of
the mandatory disclosure relation and its attenuation in subsamples with elevated information

frictions.

5.1. Do Effects Concentrate in R&D Investment?

Our total investment measure is composed of capital expenditures and R&D expenses. We
expect the mandatory disclosure-investment relation and its attenuation to concentrate in R&D
investment for at least two reasons. First, R&D investments tend to be less transparent (see
e.g. Hall and Lerner, 2010; Ge et al., 2024). Second, R&D expenses more directly affect current
earnings. To test this prediction, we decompose our investment measure into research and
development (R&D) and capital expenditures, each scaled by lagged total assets, to separately
analyze the long-term effect of the de-burdening provisions on corporate investment.

Table 6 replicates the key findings of Table 3 after decomposing the dependent variable into

separate measures for R&D and capital expenditures.

TABLE 6 ABOUT HERE

In columns (1) and (2) of Panel A, we examine the long-term effect of the de-burdening
provisions on R&D expenditures. We find that EGC-treated firms significantly increase their
post-IPO R&D expenditure in the early years they are public relative to SRCs following the
passage of the JOBS Act, but this relation attenuates over time. Specifically, in column (1), the
coefficient on EGC Treated shows that Non-SRCs increase their post-IPO R&D expenditure by
4.4% of assets relative to SRCs in the immediate aftermath of their IPO. However, as shown
by the coefficient on EGC Treated x Years Since IPO, this increase attenuates by 1.3% of

assets per year. In contrast, in columns (3) and (4), we find no significant relation between the
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de-burdening provisions and capital expenditures as the coefficients on EGC' Treated and EGC
Treated x Years Since IPO are statistically insignificant with negligible magnitude. Table A4
further shows no relation between mandatory disclosure burdens and M&A investment.

Panels B and C of Table A3 of the Internet Appendix show that these findings are robust
to the same specifications as our main results, whereby we exclude observations with public
floats between $70 million and $80 million, near the $75 million cutoff, and replicate the test
for firms with non-linear controls for a firm’s public float in columns (1) and (2), initial public
floats below $600 million in columns (3) and (4), and below $400 million in columns (5) and
(6).

Figure 5 illustrates the year-by-year impact of mandatory disclosure burdens on the R&D
investment of newly public firms, based on the specification in column (3) of Table 3. The
estimate of around 3.95% of total assets in the first year a firm is public is large, representing
about half of the typical quarterly R&D investment in our sample. However, the effect attenu-
ates quickly, becoming insignificant in the fourth year a firm is public. The estimates in years 4
through 5 are statistically indistinguishable from zero, once again supporting the idea that the

mandatory disclosure-investment relation concentrates in the first few years a firm is public.

FIGURE 5 ABOUT HERE

In Panel B of Table 6, we compare the effect of the de-burdening provisions on R&D and
capital expenditures in the first two years after a firm goes public to that in the fourth and
fifth years, when the firm is more seasoned but still benefits from the JOBS Act. The neg-
ative and statistically significant coefficients on the EGC Treated x I{ Year > 3} interaction,
combined with the smaller positive estimates on the EGC Treated main effect, in columns (1)
through (3) suggest that the increase in R&D investment due to reduced disclosure burdens
is concentrated in the early post-IPO period. In contrast, we find no significant difference in
capital expenditures across these periods. Overall, the evidence in Table 3 strongly supports

our prediction that the effect of mandatory disclosure on investment and its attenuation will
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be most pronounced in R&D investment.

5.2.  Are Effects Larger for Young Firms?

To further test our prediction that the mandatory disclosure-investment relation will concen-
trate when information frictions are high, we next partition the sample on firm-level information
frictions. Because we are interested in ex-ante information frictions and the de-burdening pro-
visions may affect information frictions (see e.g. Barth et al., 2017), we primarily proxy for
information frictions with a firm’s age at the IPO, which we obtain from the founding dates
on Jay Ritter’s website. The idea behind this test is that the short business track record of
newly public firms leads to increased information frictions. Figure A11 descriptively supports
this idea, showing that the level and rapid reduction in information frictions is largest for firms
that are young when they go public.

We report the results in Table 7. We measure firm age using the natural logarithm of a
firm’s age at the time of listing, denoted as Log(Age’!), in the odd-numbered columns, and
an indicator variable equal to one for firms five years old or younger at listing, denoted as

LowAge’©B%

, in the even-numbered columns. The average firm age at IPO is about 16 years,
the median is 10 years, and 10 percent of firms are five years old or younger when they go
public.

In Panel A, we find that both the de-burdening effect and its attenuation are significantly
stronger for younger firms under both measures, as evidenced by the positive, though marginally
insignificant, coefficient on EGC Treated x Years Since IPO x Log(Agef™!) in column (1),
and the positive and significant coefficient in column (3), as well as the negative and significant

coefficients on EGC Treated x Years Since IPO x LowAge’9P% in columns (2) and (4). As

before, this result applies only to R&D investment.

TABLE 7 ABouT HERE

In Panel B, we further compare the disclosure-investment relation in the first two years after
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a firm goes public to that in the fourth and fifth years, excluding the third year, to examine
how this relationship changes as firms age. The coefficients on EGC Treated x I{ Year > 3} x
Log(Ager st ) are statistically positive and significant, while those on EGC' Treated x 1{ Year >
3} are statistically negative and significant in columns (1) and (3). This suggests that the
disclosure-investment relation is moderated for firms with a higher founding age. Similarly,
in columns (2) and (4), the coefficients on EGC Treated x LowAge’9P5 x I{ Year > 3} are
negative and statistically significant, indicating that the early-life investment boost delivered by
the JOBS Act is concentrated among younger firms. Consistent with prior results, this applies
solely to R&D investment.

One of the remaining questions is whether the early post-IPO investment increases also
reflect firms’ transition from a product growth stage to a mature stage. To investigate this
channel, we adopt Hoberg and Maksimovic (2022)’s text-based life-cycle measure from firms’ 10-
K filings, which proxies for the product life cycle by capturing whether firms describe themselves
in “growth” or “mature” terms.'® The measure classifies firms into four stages: (1) product
innovation, (2) process innovation, (3) stability and maturity, and (4) product discontinuation.
Based on this classification, we construct a continuous variable, ProdL(CStage, taking values
1-4 for each stage.'> Table A5 reports the results: in column (1), we include ProdLCStage as
a control variable, in column (2) we allow for a pairwise interaction with Years Since IPO in
Panel A (I{ Year > 3} in Panel B), and in column (3) we interact it with EGC Treated. The
coefficients on EGC Treated x Years Since IPO in Panel A and EGC Treated x I{ Year > 3}
in Panel B remain statistically significant, suggesting that our main results are not driven by
the product life cycle channel. In unreported tests, we also examine whether the disclosure
burden life cycle effect we observe interacts with firms’ product market life cycle, but find little

evidence of any relation. In sum, the life cycle in the disclosure-investment relation appears

4We obtain the data from the Hoberg-Maksimovic Product Life Cycles Data Repository
(https://faculty.marshall.usc.edu/Gerard-Hoberg/HobergMaxLifeCycles/index.html).

15Firms in the sample are distributed as follows: 52.88% in the product innovation stage, 22.08% in process
innovation, 19.64% in stability and maturity, and 5.40% in product discontinuation, indicating that most newly
public firms are in the early stages of the product life cycle.
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distinct from the product market life cycle.

5.3. Are Seasoned Firms Affected when Information Frictions Are High?

The results thus far indicate that the mandatory disclosure-investment relation concentrates
in (1) young public firms, and (2) informationally sensitive investment. Guided by our overarch-
ing prediction that the mandatory disclosure-investment relation requires information frictions,
we next extend our analysis of seasoned firms to see if there are any pockets of seasoned firms
that exhibit a significant mandatory disclosure-investment relation. On the one hand, small
seasoned firms might still be expected to show such an effect, since they face relatively high
information frictions according to the measures presented in Figure 1. For example, Appendix
Table A6 shows that key proxies for information asymmetry— Tone Difference, Bid—Ask Spread,
and Amihud Illiquidity—are remarkably similar between newly public firms in their first year
and seasoned firms. On the other hand, we may not find any significant relation even in these
cases, because newly public firms are subject to unique frictions—such as being new to public
markets and unusually active in expanding their public float—that do not apply to seasoned
firms and may drive the mandatory disclosure-investment relation (perhaps via an interaction
with more traditional measures).

We first investigate this question by splitting our analysis from Table 5 into separate tests on
capital and R&D spending. The insignificant results in Table 8, even within R&D investment,
continue to suggest that there is no significant mandatory disclosure-investment relation among

seasoned firms, even when looking directly at their most informationally sensitive investments.

TABLE 8 ABouT HERE

To delve further into high information friction situations among seasoned firms, we next
study whether a disclosure-investment relation emerges when splitting seasoned firms based
on various proxies for information frictions. To do so, we employ four proxies that capture
distinct dimensions of opacity: the Market-to-Book (MTB) ratio—where higher values in-

dicate more growth opportunities and thus greater information problems; Bid-Ask Spread—a
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microstructure-based measure of trading frictions and market opacity; Amihud Illiquidity—capturing
the price impact of trading; and Tone Difference—the absolute gap between manager and an-
alyst tones during earnings call Q& A, which reflects divergence in private information.

Figure 7 uses regression specifications similar to those in Table 5 and partitions the sample
into quintiles by market-to-book ratio, bid—ask spread, tone difference between managers and
analysts, and Amihud’s illiquidity. Plotting the coefficients on SRC' Treated x After within
these information friction quintiles reveals no pattern and little evidence of any statistically
significant mandatory disclosure-investment relation. Across all quintiles and all measures,
point estimates hover within roughly two percentage points of zero and remain far smaller
than the economically significant investment response we documented for newly public firms in

Table 3.16

FIGURE 7 ABOUT HERE

Z-statistics comparing the top and bottom quintiles of each information friction measure
confirm the lack of any significant trend in the disclosure-investment relation. Specifically,
the resulting statistics—0.81 (MTB), 1.46 (Bid—Ask Spread), 1.34 (Tone Difference), and 0.01
(Amihud Illiquidity)—offer little evidence that the de-burdening treatment effect on investment
becomes more pronounced among seasoned firms with higher information asymmetry. These
findings suggest that the absence of a disclosure-investment relation among seasoned firms
cannot be attributed to observable differences in information asymmetry. Instead, there may
be something unique about newly public firms—potentially unobserved information frictions
rooted in being a new public firm or a distinct reliance on external capital markets—that drives

the strong mandatory disclosure effect we find only in the early post-IPO period.

16We find a similar pattern for R&D, with coefficients across information asymmetry quintiles remaining small
and statistically insignificant, as shown in Figure A11.

28



6. Are Effects Larger when Current Stock Price Matters More?

The evidence presented thus far suggests that there is a short-lived disclosure burden-
investment relation for newly public firms. In addition, this relation appears to be related
to the extent of information frictions, yet we continue to find little evidence of the mandatory
disclosure-investment relation even among seasoned firms with elevated information frictions.

In this section, we test our third empirical prediction from Section 2, which is that newly
public firms with a disproportionate incentive to maximize current stock price will drive the
short-lived mandatory disclosure-investment relation. More so than our previous analyses,
this prediction leans into a specific information friction mechanism, namely those relating to
the possibility that mandatory disclosure can exacerbate managers’ myopic incentives in the
presence of information frictions (Hermalin and Weisbach, 2012; Edmans et al., 2016).

The reason that newly public firms have elevated incentives to maximize current stock price
is that they are disproportionately reliant on their market price to sell shares. For example,
Field and Hanka (2001) discuss a potential tripling of public float around the TPO lock-up
expiration, while Krigman et al. (2001) describe the large fraction of IPO firms conducting a
follow-on offering in the three years after they go public.

Figure 2 illustrates newly public firms’ reliance on external capital markets in our sample,
depicting the evolution of the ratio between public float and total market capitalization and the
cumulative fraction of shares issued in the years following the IPO. The fraction of shares floated
increases rapidly in the early years following the IPO, particularly within the first three years,
rising from 29% to 60%. At the same time, the firm issues shares sufficient to approximately
double its market capitalization.

We next examine whether share issuance and public float expansion in the initial years after
a firm goes public are linked to the disclosure burden—investment relation. Unlike seasoned
firms, which are typically financed through internal cash flows or debt and are therefore less
sensitive to information asymmetry, young firms rely more heavily on external equity markets to

finance marginal investment. This reliance makes them particularly exposed to equity market
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conditions and current stock price valuations. If disclosure relief primarily matters when firms
are likely to engage with equity markets, then the effect of de-burdening can be pronounced
when public float is actively expanding and when firms issue shares soon after going public.

To test this mechanism, we begin with post-IPO share issuance. Specifically, we construct
Log(Cum.Issue%), defined as the natural logarithm of cumulative proceeds from common
equity issuance (scaled by end-of-quarter market equity) over the first 12 post-IPO quarters.
Following McKeon (2015), we exclude preferred equity, use quarter-to-quarter changes to correct
for Compustat’s year-to-date reporting, and set negative or missing values to zero.

Panel A of Table 9 presents the results. The negative and significant interaction between
EGC Treated, Years Since IPO, and Log(Cum.Issue%) suggests that the positive investment
effect of disclosure relief diminishes as firms mature, particularly for those issuing more eq-
uity. In contrast, the negative and significant coefficient on EGC Treated x I{ Year > 3} X
Log(Cum.Issue%) indicates that the benefits of reduced disclosure requirements are weaker
for more seasoned firms (years 4-5) and stronger in the early post-IPO years (years 1-2), es-
pecially among firms actively raising external equity. These effects are concentrated in R&D
investment, with no significant association observed for capital expenditures. Together, these
findings show that disclosure relief reduces short-term pressures when firms are likely to engage

with external capital markets.

TABLE 9 ABOoUT HERE

We then investigate whether public float is related to the disclosure burden-investment
relation. We identify firms’ post-IPO public float expansion by measuring the difference between
the number of floated shares in the fourth year (i.e., 16 quarters post-IPO)—when float growth

typically stabilizes—and the reported number in the first non-IPO public float exposure.!” Our

17This measure results in an approximately 20% smaller sample size due to the requirement that a firm has
non-missing public float data 16 quarters after their IPO and at some point between 4 and 8 quarters after their
IPO. Conditional on having this float data available, we search sequentially for each firm’s initial floated shares
recorded within 4, 6, or 8 quarters post-IPO, using the earliest available disclosure. We begin by examining the
filing four quarters after the IPQO; if float data are missing, we use the six-quarter value, and if still unavailable,
we use the eight-quarter value. Using this stepped procedure, 28% of firms report float with four quarters,
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baseline measure, Float Erpansion, has a mean of 1.364 and a median of 1.162. Notably, it is
largely uncorrelated with a firm’s age at the time of its [PO.

The results in Panel B of Table 9 align with the findings in Panel A. In the even-numbered
columns, we further distinguish between the early post-IPO period (years 1-2) and the later
period (years 4-5). The coefficient on EGC Treated x I{Year > 3} x Float Ezpansion is
negative and statistically significant, indicating that the de-burdening—investment relation is
stronger in the early post-IPO years and attenuates by years 4-5, particularly among firms that
expand their float. This finding supports the idea that reducing disclosure requirements helps
relieve short-termism when firms are actively issuing shares and, therefore, are most sensitive

to current stock prices. As before, the effect is evident in R&D but not in capital expenditures.

6.1. Role of Managerial Short-term Pressure

As a final set of tests, we examine whether the de-burdening—investment relation and its
attenuation concentrate in cases where managers are more exposed to short-term pressures. In
particular, disclosure can heighten managerial career concerns: managers may shy away from
long-term, risky projects when early returns are difficult to demonstrate, because boards and
investors often interpret short-run outcomes as a direct reflection of managerial ability. We
expect that these sensitivities will be lessened for more established CEOs.

To capture variation in managerial insulation from short-term pressures, we construct a
StrongCEQO measure using the IPO firm governance data generously provided by the authors
of Field and Lowry (2022). StrongCEO is an indicator that equals one if the CEO is a founder,
the CEO also serves as the chair of the board, or the CEO’s tenure exceeds six years, and
zero otherwise. This measure proxies for governance structures that reduce the extent to which
CEOQOs are pressured to engage in short-term signaling.

The results are reported in Table 10. In columns (1) and (3), the coefficients for the

with cumulative coverage increasing to 64% after six-quarter substitutes and reaching 80% with eight-quarter
substitutes. By using each firm’s first non-missing float observation, we avoid systematically excluding early
reporters and reduce potential bias from delayed disclosure. We elect not to search for initial public float
disclosure after the 8th quarter to allow for a full two years of float expansion.
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interaction term FEGC' Treated x Years Since IPO x StrongCEQ are positive—statistically
significant in column (1) and marginally insignificant in column (3)—whereas the coefficients
on FGC Treated x Years Since IPO are negative and significant. Given the similarity in
magnitude between the two coefficients, these results indicate that strong CEOs mitigate the
mandatory disclosure-investment relation and its attenuation over the first few years a firm is
public.

Likewise, in columns (2) and (4), the coefficients on EGC Treated x I{Year > 3} X
StrongCEO are positive and significant, while the coefficients on EGC Treated x I{ Year > 3}
are negative and significant. This indicates that EGC firms substantially expand investment in
the immediate post-IPO period relative to SRCs after the JOBS Act, but this increase is mod-

erated when the CEO is stronger and thus less sensitive to short-term market expectations.!®

TABLE 10 ABoUuT HERE

7. Conclusion

Using two policy experiments, we document a clear corporate life-cycle pattern in the real
effects of mandatory disclosure. Newly public firms reduce investment in response to financial-
statement disclosure requirements, with the effect concentrated in R&D and in firms that are
youngest at the time of going public. The investment suppression persists for approximately
three years after the IPO and then fades. The absence of a corresponding relation among sea-
soned public firms—even those subject to pronounced information frictions—demonstrates that
disclosure costs constrain investment only during the early post-IPO stage, when informational
frictions are most severe.

We further show that newly public firms’ reliance on external capital markets drives this

life-cycle effect. Young public firms face intense pressure to expand public float and issue

18Table A7 shows that these conclusions remain qualitatively similar after excluding firms younger than five
years at PO and focusing on relatively mature IPOs. Notably, as shown by the coefficients on FGC Treated
x Years Since IPO and EGC Treated x I{ Year > 3}, we still observe the attenuation of the initial investment
increase following reduced disclosure among older firms with weak CEOs.
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shares, which heightens their sensitivity to short-term market valuations. The scale of this
market dependence strongly predicts both the magnitude and subsequent dissipation of the
disclosure-investment relation.

Overall, our results reconcile conflicting prior findings on the disclosure-investment relation
by revealing its dynamic nature: disclosure mandates affect real investment primarily during
the brief period when firms transition from private to public ownership and rely most heavily
on external financing. These insights help integrate life-cycle considerations into theories of
disclosure costs and benefits and provide timely evidence for ongoing SEC deliberations on

tailoring disclosure requirements for smaller public firms.
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Appendix A: JOBS Act provisions under the “IPO on-ramp” for Emerging Growth Companies

Derived from Goodwin Procter LLP publication: “JOBS ACT: A New IPO Playing Field for Emerging Growth Companies”,

Dambra et al. (2015), Dambra et al. (2018), and Dambra and Gustafson (2021).

Pre-JOBS Act

Post-JOBS Act available to EGCs

Post-JOBS Act available to SRCs

PRE-IPO PROVISIONS:
Confidential filing

Testing-the-waters

No confidential filing
for U.S. issuers.

Written and oral com-
munications regarding
the offering prior to
filing the registration
statement is generally
prohibited. During
offering, written com-
munications other than
prospectus  generally
prohibited.

Emerging growth  companies
(EGCs) may submit draft PO
registration statements to the
SEC for confidential review (to
go public, registration statements
and any amendments must be
publicly filed with SEC no later
than 21 days before the road
show).

EGCs, either before or after fil-
ing a registration statement, may
test-the-waters by engaging in
oral or written communications
with Qualified Institutional Buy-
ers and individual accredited in-
vestors to determine interest in an
offering.

New provision under the JOBS Act.

New provision under the JOBS Act.
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Analyst IPO Involvement

e Research reports by
offering participants in
connection with the of-
fering may be consid-
ered prospectuses and
offers for purposes of
Section 12 liability and
Section 5 “gun jump-
ing” restrictions of the
Securities Act of 1933.

e Research reports
and public appear-
ances by managers

and co-managers are
prohibited by FINRA
rules for up to 40 days
after the date of the
offering and within 15
days before or after the
expiration of lock-up
provisions, subject to
certain exceptions.

e FINRA rules include
extensive  restrictions
on the ability of re-
search analysts and
investment bankers to
interact.

e Research reports by offering
participants in connection with
offerings for common equity secu-
rities are not considered prospec-
tuses or offers for purposes of Sec-
tion 12 liability and Section 5
“gun jumping” restrictions of the
Securities Act of 1933.

e FINRA rules prohibiting pub-
lication of research reports and
public appearances do not apply
to those by offering participants
following the TPO or prior to the
expiration of lock-up provisions.

e SEC and FINRA rules may
not restrict investment bankers
from arranging for communica-
tions between research analysts
and potential investors or re-
search analysts from participating
in communications with manage-
ment in the presence of invest-
ment bankers; rules are otherwise
unaffected.

New provision under the JOBS Act.
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DE-BURDENING PROVISIONS
(providing scaled disclosure and opt-outs of previous or future regulations):

Reduced  financial — state-

ment disclosure

Reduced compensation dis-
closure

Auditor attestation opt-out

Future GAAP accounting

or PCAOB auditing stan-
dards opt-out

e Three years of au-
dited financial state-
ments in [PO registra-
tion statement.

e Five years of se-
lected financial data in
IPO registration state-
ment, subsequent regis-
tration statements and
periodic reports.

Compensation, dis-
cussion and analysis
section and compen-
sation disclosure for
five named executive
officers in IPO reg-
istration statement
and subsequent annual
reports.

Management assess-
ment and  auditor
attestation of internal
control over financial
reporting beginning
with  second  10-K
following IPO.

Must comply with ap-
plicable new or re-
vised financial account-
ing standards.

e Two years of audited finan-
cial statements in IPO registra-
tion statement.

e Two years of selected financial
data in IPO registration state-
ment.  Selected financial data
in subsequent registration state-
ments limited to earlier audited
period presented in IPO registra-
tion statement.

No compensation, discussion and
analysis section. Compensation
disclosure for three named exec-
utive officers in IPO registration
statement and subsequent annual
reports.

Only management assessment of
internal control over financial re-
porting beginning with second 10-
K following TPO.

Not required to comply with any
new or revised financial account-
ing or auditing standards (cannot
selectively comply).

Available to SRCs under Regula-
tion S-K.

Available to SRCs under Regula-
tion S-K.

Available to SRCs under Regula-
tion S-K.

New provision under the JOBS Act.
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Executive
vote opt-outs

compensation  Must hold non-binding

advisory  shareholder
votes on executive com-
pensation (specifically,
Say-on-Pay, Say-on-
Frequency, or Say-
on-Golden  Parachute
vote required by the
Dodd-Frank Act and
SEC rules).

Exempt from holding non-
binding advisory shareholder
votes on executive compensation
(specifically, Say-on-Pay, Say-
on-Frequency, or Say-on-Golden
Parachute vote).

SRCs were exempted from Say-on-
Pay through January 21, 2013.




Appendix B: Comparison of JOBS Act Provisions to SRC Accommodations

De-burdening Provision

JOBS Act Grants EGC

SRCs Already Had

Financial Statement Disclo-
sure

Compensation Disclosure

Auditor
Out

Attestation Opt-

Future Accounting/ PCAOB
Standards Opt-Out

May file only 2 years of
audited financial statements

File reduced selected fi-
nancial data (2 years)

No Compensation Discus-
sion & Analysis (CD&A);

Only 3 named executive
officers disclosed

Need only management’s in-
ternal control assessment,
not auditor attestation

Can choose to defer com-
pliance with new or revised
accounting standards (but
must do so consistently)

File only 2 years of audited fi-
nancials under Reg. S-X Article 8

No requirement for
selected financial data

d-year

Omit CD&A, pay ratio, and

certain compensation tables

Only 3 named executive offi-
cers disclosed

Already exempt from auditor at-
testation (SOX 404(b))

No formal indefinite deferral in
rules, but smaller public firms
often receive extended transition
periods informally
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Appendix C: Scaled Disclosure Accommodations for Smaller Reporting Companies

Rule Item Scaled disclosure

Regulation S-K

Description of Business Item 101 Less detailed than the disclosure required for
larger reporting companies and only requires
disclosure of business development activities for
three years rather than five years. Segment re-
porting is not required.

Market Price of and Dividends on Item 201 Stock performance graph not required.

the Registrant’s Common Equity

and Related Stockholder Matters

Selected Financial Data Item 301 Not required.

Supplementary Financial Infor- Item 302 Not required.

mation

Management’s  Discussion & Item 303 Less detailed than the disclosure required for

Analysis of Financial Condition larger reporting companies.  Only requires

and Results of Operations MD&A for two years rather than three years
and no tabular disclosure of contractual obliga-
tions.

Quantitative and Qualitative Item 305 Not required.

Disclosures about Market Risk

Executive Compensation Item 402 Three named executive officers rather than five.

Two years of summary compensation ta-
ble information rather than three.

Not required:

e Compensation discussion and analysis.

e Grants of plan-based awards table.

e Option exercises and stock vested table.

e Pension benefits table.

e Nonqualified deferred compensation table.

e Disclosure of compensation policies and
practices related to risk management.

e Pay ratio disclosure
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Rule

Item

Scaled disclosure

Transactions with Related Per-
sons, Promoters and Certain
Control Persons

Corporate Governance

Prospectus Summary, Risk Fac-
tors and Ratio of Earnings to
Fixed Charges

Exhibits

Regulation S-X

Audited Statements of Income,
Cash Flows and Changes in
Stockholder’s Equity

Item 404

Item 407

Item 503

Ttem 601

Article 8

This is the one item where the requirements for
smaller reporting companies are more stringent
than those for larger reporting companies.
While larger reporting companies have to
disclose related person transactions in excess
of $120,000, smaller reporting companies must
disclose transactions that exceed the lesser
of $120,000 or 1% of average total assets at
year-end for the two most recently completed
fiscal years.

In addition, smaller reporting companies:

e Must provide additional disclosure about
underwriting discounts and commissions and
corporate parents; and

e Must provide disclosure regarding promoters
and certain control persons.

Not required to disclose policies and procedures
for approving related person transactions.

Not required to provide disclosure on com-
pensation committee interlocks and insider
participation or a compensation committee
report.

Not required to provide audit committee
financial expert disclosure until the first annual
report after initial registration statement is
filed with the SEC.

No ratio of earnings to fixed charges disclosure
required.
No risk factors required in Exchange Act filings.

Statements regarding computation of ratios not
required.

Required for two years rather than three years.
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Rule Ttem

Scaled disclosure

Audited Balance Sheets Article 8

As with larger reporting companies, required
for two years (an increase from the one year
required by former Regulation S-B).

Source: https://www.pillsburylaw.com/images/content/1/1/v2/118108 / ALERT-July-2018-Small-

Reporting-Cov2.pdf
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Appendix D: Variable Definitions

Variable

Definition

Investment

RED

Capex

MEA Cost

EGC Treated

I{ Year > 3}

Years Since IPO

Float Expansion

LowAge’0B5

Yeartest

Issue Year

SRC Treated

After

The sum of quarterly capital and research and develop-
ment (R&D) expenditures scaled by lagged quarterly as-
sets.

Quarterly research and development expenditures scaled
by lagged quarterly assets.

Quarterly capital expenditures scaled by lagged quarterly
assets.

Quarterly acquisition expenditures scaled by lagged quar-
terly assets.

An indicator variable equal to 1 when both JOBS IPO=1
(the issuer’s IPO occurs after March 2012) and Non-
SRC=1 (the issuer’s public float is above $75 million),
and 0 otherwise. We proxy public float with IPO pro-
ceeds until the issuer files a 10-Q for the second fiscal
quarter.

An indicator variable equal to 1 if a firm is more than
three years old since its [IPO and 0 otherwise.

The number of years since the IPO.

The ratio of the floated shares in the fourth year after the
IPO to the initial floated shares observed within 4, 6, or
8 quarters post-IPO, whichever is first available.

An indicator variable equal to 1 if a firm’s founding year
immediately after listing is less than or equal 5 years and
0 otherwise.

An indicator variable that equals 1 for the post-IPO years
and 0 otherwise.

The calendar year in which a firm goes public.

An indicator variable equal to 1 if a firm’s public float is
between $75 million and $250 million in the pre-reform
year and 0 otherwise.

An indicator variable equal to 1 for the post-SRC reform
years and 0 otherwise.
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Variable

Definition

Ln(Assets)
Op. Cash Flow

MTB

Float

Ln(Float)
Ln(Float)*
Ln(Float)?
Log(Cum.Issue%)

Amihud Illiquidity

Bid-Ask Spread

Tone Difference

ProdL CStage

StrongCEO

The natural log of the firm’s lagged quarterly assets.

Quarterly cash flows from operations scaled by lagged
quarterly assets.

The market value of equity + book assets — stockholders’
equity scaled by book assets.

A firm’s public float.

The natural log of a firm’s public float.

The square of the natural log of a firm’s public float.
The cube of the natural log of a firm’s public float.

The logarithm of the sum of quarterly common equity is-
suance scaled by market equity over the first 12 post-IPO
quarters, following McKeon (2015). To isolate common
equity issuance, we subtract preferred equity proceeds
and use quarter-to-quarter differences from Compustat’s
year-to-date reporting convention. Negative or missing
issuance values are treated as zero.

The ratio of the absolute stock return to the dollar trad-
ing volume, averaged over each year.

The daily percentage spread, calculated as the difference
between the ask and bid prices divided by the midpoint,
averaged over each year.

The absolute difference between manager and analyst
tones during the Q&A section of earnings calls. Each
tone is measured as the net positivity score, (Positive —
Negative)/(Positive 4+ Negative), using the Loughran and
McDonald (2011) dictionary.

A continuous variable taking values 1-4 that correspond
to the four product life cycle stages defined by Hoberg and
Maksimovic (2022): (1) product innovation, (2) process
innovation, (3) stability and maturity, and (4) product
discontinuation.

An indicator that equals one if the CEO is a founder, the

CEOQO also serves as the chair of the board, or the CEQ’s
tenure exceeds six years, and zero otherwise.
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Figure 1 Reduction in Information Asymmetry Post-IPO

This figure plots three information frictions—Amihud illiquidity (blue), bid-ask spread (red), and tone difference
(green)—for newly public firms over the first six years since IPO. All measures are averaged annually. Amihud
Tlliquidity is calculated daily as in Amihud (2002). Bid-Ask Spread is computed as the daily percentage spread
and averaged over each year. Tone Difference is constructed as the absolute difference between manager and
analyst tones during the Q&A section of earnings calls. Each tone is measured as the net positivity score,
(Positive — Negative)/(Positive + Negative), using the Loughran and McDonald (2011) dictionary.

49



.8
i)
©
n'd
o 7-
_.O_, X
2 <
© | (7]
- .6 2
E :
S O
o |
= 5 c
O )
ol =
S
O 4
c
©
(O]
=

KE

Year Since IPO

— Public Float / Market Cap
—-—— Cum. Issue%

Figure 2 Public Float Ratio and Cumulative Equity Issuance over Time

This figure plots the post-IPO evolution of (i) the mean public float as a percentage of market capitalization
(solid blue line) and (ii) the mean cumulative equity issuance scaled by market equity (dashed red line) for
EGC-treated firms. Public float to market capitalization is defined as the ratio of floated shares to total
market capitalization, where market capitalization is calculated using the offer price and first-quarter shares
outstanding before the float, and using stock price and shares outstanding on the float reporting date thereafter.
If the ratio exceeds 1, it is adjusted to 1. Cum. Issue% is constructed by summing quarterly equity issuance
percentages—each measured as the amount of common equity issued divided by the contemporaneous market
capitalization—over time from the IPO date.
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Figure 3 JOBS Act Impact on Total Investment

This figure plots the estimated coefficients from a regression of TPO firms’ quarterly investment and EGC-
treated status. Specifically, we plot the series of estimated coefficients fS; and associated 90% confidence
intervals estimated from OLS regressions of the following empirical specification: Investment;q+ = Bo +
Zle Bt EGC Treated; ¢ x Yem‘tpo‘qt + Zle Bot YearffSt x Non-SRC; 4 + Zle B3¢ YearffSt x JOBS IPO; +
Zle B4t Yea"{?St + BSNOTL'SRCi,q + ﬂG JOBS IPOZ + ﬁ'?EGC Treatedi,q + Xi,q + 5Issue Year X Industry + eq + Ei,q,t-
In this model, 8; captures the effect of the de-burdening provisions on investment during the first five years
after the IPO, compared to the sixth to eighth years.
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Figure 4 Time Trend: Dynamics around the JOBS Act

This figure plots the estimated coefficients of the triple interaction term Issue Year; x Non-SRC;, X
Years Since IPO;, across semiannual IPO cohorts between 2010 and 2013, based on columns (2) and (3) of
Table 3. Blue circles represent the estimates of the specification without firm fixed effects (column (2)), while
red diamonds represent those of the specification with firm fixed effects (column (3)). Each point measures the
differential post-IPO investment trend between Non-SRC and SRC firms for IPOs issued in a given six-month
window. Specifically, we plot the series of estimated coefficients 3; and associated 90% confidence intervals es-
timated from OLS regressions of the following empirical specification: Investment; 4+ = Bo + f1 (Non-SRCi,q X
Years Since IPO; ; x Issue Ye(m) + B (Non-SRCLq x Years Since IPOZ-,t) + X, ¢ + Olssue YearxIndustry +0g +€iq,¢-
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Figure 5 JOBS Act Impact on R&D Expenditure

This figure plots the estimated coefficients from a regression of IPO firms’ quarterly R&D expenditure
and EGC-treated status. Specifically, we plot the series of estimated coefficients §; and associated 90%
confidence intervals estimated from OLS regressions of the following empirical specification: R&D;q;: =
Bo + Zf:l 1 EGC Treated; 4 x YeartPOSt + Zle Boy Yeaw’f:fSlt x Non-SRC; 4 + Zle Bt Yearf?fSlt x JOBS IPO; +
Zle Bat Yearft‘”t + BsNon-SRC; ¢ + Be JOBS IPO; + 7 EGC Treated; ¢ + X g + lssue YearxIndustry - 0g + €iq.¢-
In this model, B; captures the effect of the de-burdening provisions on R&D expenditure during the first five
years after the IPO, compared to the sixth to eighth years.
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Figure 6 Seasoned-Firm Sample: Investment Effects by Information Asymmetry

This figure plots the estimated coefficients on SRC Treated x After from regressions examining whether the
investment response to the SRC reform varies by the degree of information asymmetry among seasoned firms.
Specifically, we plot the series of estimated coefficients 33 and associated 90% confidence intervals from OLS
regressions of the following specification: Investment;: = o+ 51 SRC Treated;+ B2 A fters+B3SRC Treated; x
Aftery + Xiy + v + 04 + OTimexIndustry + €4,¢. Firms are sorted into quintiles by four information asymmetry
proxies: Market-to-Book ratio (MTB), Bid-Ask Spread, Tone Difference, and Amihud Illiquidity. Blue circles
represent estimates by MTB, red triangles by Bid—-Ask Spread, green squares by Tone Difference, and black
diamonds by Amihud Illiquidity. MTB equals market equity over book equity. Bid-Ask Spread is computed as
the daily percentage spread, averaged annually. Amihud Illiquidity is calculated daily as in Amihud (2002). Tone
Difference is constructed as the absolute difference between manager and analyst tones during the Q& A section
of earnings calls, where tone is measured as the net positivity score, (Positive — Negative)/(Positive + Negative),
using the Loughran and McDonald (2011) dictionary.
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Figure 7 Seasoned-Firm Sample: R&D Effects by Information Asymmetry

This figure plots the estimated coefficients on SRC Treated x After from regressions examining whether the R&D
response to the SRC reform varies by the degree of information asymmetry among seasoned firms. Specifically,
we plot the series of estimated coefficients 83 and associated 90% confidence intervals from OLS regressions of
the following specification: R&D;, = o + f1.SRC Treated; + f2After, + B3SRC Treated; x Aftery + X, +
Vi + 0 4+ 6TimexIndustry + €i,¢. Firms are sorted into quintiles by four information asymmetry proxies: Market-to-
Book ratio (MTB), Bid—Ask Spread, Tone Difference, and Amihud Illiquidity. Blue circles represent estimates
by MTB, red triangles by Bid-Ask Spread, green squares by Tone Difference, and black diamonds by Amihud
Hlliquidity. MTB equals market equity over book equity. Bid—Ask Spread is computed as the daily percentage
spread, averaged annually. Amihud Illiquidity is calculated daily as in Amihud (2002). Tone Difference is
constructed as the absolute difference between manager and analyst tones during the Q&A section of earnings
calls, where tone is measured as the net positivity score, (Positive — Negative)/(Positive + Negative), using the
Loughran and McDonald (2011) dictionary.
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Table 1 Summary Statistics: JOBS Act

This table presents summary statistics for 5,369 sample firm-quarter observations. Panel A reports summary
statistics for the full sample, while Panel B compares post-IPO firm characteristics across pre- and post-JOBS
periods by SRC status. JOBS IPO is an indicator variable equal to 1 if an issuer’s IPO date occurs after
December 8, 2011, and 0 otherwise. Non-SRC is an indicator variable equal to 1 if the issuer is eligible for small
reporting company (SRC) status under SEC regulations and 0 otherwise. EGC Treated is an indicator variable
equal to 1 if an issuer’s IPO date occurs after December 8, 2011 and the firm has public float greater than or
equal to $75 million, and 0 otherwise. Investment is the sum of quarterly capital and research and development
(R&D) expenditures scaled by lagged quarterly assets. RED is quarterly research and development expenditures
scaled by lagged quarterly assets. Capex is quarterly capital expenditures scaled by lagged quarterly assets.
Ln(Assets) is the natural log of the firm’s lagged quarterly assets. Op. Cash Flow is quarterly cash flows from
operations scaled by lagged quarterly assets. MTB is the market value of equity + book assets — stockholders’
equity scaled by book assets. Float is a firm’s public float (in millions of dollars). All variables are winsorized
at 1% to control for outliers and are defined in Appendix D.

Panel A: Full Sample Descriptive Statistics

Mean SD p25 pb0  p7H P99

JOBS IPO 0.386  0.487 0.000 0.000 1.000  1.000
Non-SRC 0.684 0.465 0.000 1.000 1.000  1.000
EGC Treated 0.246  0.431 0.000 0.000 0.000 1.000
Investment 0.060 0.068 0.018 0.043 0.076  0.417
RED 0.046 0.064 0.000 0.027 0.060 0.371
Capex 0.013 0.022 0.001 0.005 0.014 0.130
Ln(Assets) 5.503 1.394 4.734 5487 6.372 8.883
Op. Cash Flow -0.026 0.111 -0.060 0.006 0.036  0.187
MTB 3.279 2772 1487 2424 4.065 17.395
Float (millions) 802.5 1621.0 90.0 244.6 713.5 11455.1

Panel B: Diff-in-diff, Post-IPO Quarterly Characteristics (First Year)
Variable Pre-JOBS Post-JOBS Diff-in-Diff

Non-SRCs SRCs Non-SRCs SRCs
(N=316) (N=124) (N=195) (N=116)

Investment 0.055 0.099 0.079 0.082 ook
RED 0.031 0.086 0.054 0.075 oAk
Capex 0.021 0.011 0.021 0.007
Ln(Assets) 5.503 3.970 5.336 3.761
Op. Cash Flow 0.009 -0.086 -0.025 -0.107
MTB 3.824 3.290 4.476 3.310

Float (millions)  204.875 50.393 204.475 54.429
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Table 2 Summary Statistics: SRC Reform

This table presents summary statistics for 10,821 sample firm-quarter observations. Panel A reports summary
statistics for the full sample, while Panel B compares firm characteristics across pre- and post-reform periods
by treatment status. SRC Treated is an indicator variable that equals one if a firm’s public float is between $75
million and $250 million in the pre-reform year and zero otherwise. After is an indicator variable that equals
one for the post-reform years and zero otherwise. Investment is the sum of quarterly capital and research and
development (R&D) expenditures scaled by lagged quarterly assets. R&D is quarterly research and develop-
ment expenditures scaled by lagged quarterly assets. Capex is quarterly capital expenditures scaled by lagged
quarterly assets. Ln(Assets) is the natural log of the firm’s lagged quarterly assets. Op. Cash Flow is quarterly
cash flows from operations scaled by lagged quarterly assets. MTB is the market value of equity 4+ book assets
— stockholders’ equity scaled by book assets. Float is a firm’s public float (in millions of dollars). All variables
are winsorized at 1% to control for outliers and are defined in Appendix D.

Panel A: Full Sample Descriptive Statistics

Mean  SD p25 pd0 p75 P99
SRC Treated 0.278 0.448 0.000 0.000 1.000 1.000
After 0.357 0.479 0.000 0.000 1.000 1.000
Investment 0.036 0.055 0.006 0.016 0.043 0.341
RED 0.027 0.055 0.000 0.000 0.030 0.334
Capex 0.009 0.013 0.001 0.006 0.011 0.077
Ln(Assets) 5.100 1.649 3.918 5.287 6.328 8.503
Op. Cash Flow -0.018 0.097 -0.037 0.005 0.030 0.174
MTB 2.308 2.566 1.073 1.453 2.429 17.952
Float (millions) 274.8 356.9 37.8 139.0 396.8 2077.2
Panel B: Diff-in-diff, Firm Characteristics
Treated Control
Variable Pre-Reform Post-Reform  Diff Pre-Reform Post-Reform Diff Diff-in-Diff
(N=1944) (N=1062) (N=5019) (N=2796)
Investment 0.035 0.035 0.038 0.035 *x
RED 0.026 0.025 0.029 0.026 o
Capex 0.009 0.010 0.009 0.009
Ln(Assets) 5.448 5.538 4.899 5.053 ok
Op. Cash Flow -0.009 -0.011 -0.023 -0.020
MTB 2.254 2.217 2.338 2.327
Float (millions) 197.226 287.466 HoHk 259.279 351.845 HoHk
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Table 3 Post-IPO Investment: Attenuation Over Time

This table reports how the JOBS Act investment effect attenuates over time. Panel A presents the baseline
specification, and Panel B reports robustness check results using PSM-matched samples. For all columns, the
dependent variable is Investment, defined as the sum of quarterly capital and research and development (R&D)
expenditures scaled by lagged quarterly assets. As explained in Equations (1) and (2), EGC Treated equals
1 when both JOBS IPO=1 (the issuer’s IPO occurs after March 2012) and Non-SRC=1 (the issuer’s public
float is above $75 million), and 0 otherwise. Years Since IPO is the number of years since the IPO. Control
variables are Ln(Assets), Op. Cash Flow, MTB, as well as interactions between Year Post and Non-SRC, and
between Year Post and JOBS IPO. The sample is restricted to firm-year observations corresponding to 1-5 years
post-IPO. All variables are winsorized at 1%. Standard errors are double-clustered at the firm and year-quarter
levels. *** ** and * denote significance at the 1%, 5%, and 10% levels. For the sake of brevity, we do not
report coefficient estimates for stand-alone terms or double interactions between indicator variables.

Panel A: Baseline Attenuation

Dep: Investment (1) (2) (3)
EGC Treated x Years Since IPO -0.013***  -0.016"* -0.011**
(0.004) (0.005)  (0.005)
EGC Treated 0.046*  0.059***  0.036**
(0.013) (0.016)  (0.014)
Control Y Y Y
EGC Treated included Y Y Y
EGC Treatedt st N N N
Issue Year x Industry FE Y Y Y
Firm FE N N Y
Fiscal Quarter FE Y Y Y
Drop Non-SRCs not EGCs N N N
Matching Group FE N N N
PSM Matching N N N
Firms without 5 years of post-IPO data Y N N
N 4848 3756 3756
R? 0.558 0.579 0.736
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Panel B: Robustness and Matched Samples

Dep: Investment (1) (2) (3)
EGC Treated x Years Since IPO -0.013**  -0.008**  -0.015***
(0.005)  (0.004)  (0.006)
EGC Treated 0.047** 0.074**
(0.015) (0.021)
Control Y Y Y
EGC Treated included Y N N
EGC Treatedt st N Y Y
Issue Year x Industry FE Y Y Y
Firm FE Y Y N
Fiscal Quarter FE Y Y Y
Drop Non-SRCs not EGCs Y N N
Matching Group FE N N Y
PSM Matching N N Y
Firms without 5 years of post-IPO data N N Y
N 3517 3756 1409
R? 0.752 0.736 0.763
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Table 4 Post-IPO Investment: Early Increases

This table reports how investment responds during the early post-IPO period. Panel A presents baseline OLS
specifications, and Panel B reports robustness checks using Poisson maximum-likelihood estimation (MLE). For
all columns, the dependent variable is Investment, defined as the sum of quarterly capital and research and
development (R&D) expenditures scaled by lagged quarterly assets. As explained in Equations (1) and (2),
EGC Treated equals 1 when both JOBS IPO=1 (the issuer’s IPO occurs after March 2012) and Non-SRC=1
(the issuer’s public float is above $75 million), and 0 otherwise. I{ Year > 3} equals 1 for firms more than three
years old since their IPO and 0 otherwise. Control variables are Ln(Assets), Op. Cash Flow, and MTB, as
well as interactions between Year Post and Non-SRC, and between Year Post and JOBS IPO. The sample is
restricted to firm-year observations within the first three years after the IPO. All variables are winsorized at
1%. Standard errors are double-clustered at the firm and year-quarter levels. *** ** and * denote significance
at the 1%, 5%, and 10% levels. For the sake of brevity, we do not report coefficient estimates for stand-alone
terms or double interactions between indicator variables.

Panel A: Baseline Early-period Effects

Dep: Investment (1) (2) (3)
EGC Treated x I{ Year > 3} -0.051*  -0.035** -0.027**
(0.015)  (0.015)  (0.011)
EGC Treated 0.037*  0.020*
(0.012)  (0.010)
Control Y Y Y
EGC Treated included Y Y N
EGC Treated™st N N Y
Issue Year x Industry FE Y Y Y
Firm FE N Y Y
Fiscal Quarter FE Y Y Y
Drop 3 years post-IPO Y Y Y
Poisson MLE Regression N N N
N 3005 3005 3005
R? 0.579 0.730 0.730
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Panel B: Poisson MLE Robustness

Dep: Investment (1) (2) (3)
EGC Treated x I{ Year > 3} -0.622**  -0.318* -0.313*

(0.211)  (0.184) (0.135)
EGC Treated 0.481*  0.268**

(0.158)  (0.116)
Control Y Y Y
EGC Treated included Y Y N
EGC Treatedt st N N Y
Issue Year x Industry FE Y Y Y
Firm FE N Y Y
Fiscal Quarter FE Y Y Y
Drop 3 years post-IPO Y Y Y
Poisson MLE Regression Y Y Y
N 3005 2942 2942
R? 0.093 0.111 0.111
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Table 5 SRC Rule Reform: Reduced Disclosure Burden and Investment

This table reports the effects of the SRC reform on investment. For all columns, the dependent variable is
Investment, defined as the sum of quarterly capital and research and development (R&D) expenditures scaled
by lagged quarterly assets. The sample is restricted based on public float: columns (1)—(2) include firms with
float < $700 million, columns (3)—(4) include firms with float < $250 million, and columns (5)—(6) include firms
with float in [$75, $700] million. SRC Treated is an indicator variable that equals 1 if a firm’s public float is
between $75 million and $250 million in the pre-reform year and 0 otherwise. After is an indicator variable
that equals 1 for the post-reform years and 0 otherwise. Control variables are Ln(Assets), Op. Cash Flow,
MTB, and Ln(Float). All variables are winsorized at 1% to control for outliers and are defined in Appendix
D. Time fixed effects include year-quarter indicators, as well as After indicator that captures differences within
this quarter. Numbers in parentheses are standard errors clustered at the firm and year-quarter levels. *** **
and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

Dep: Investment

Sample: Float < $700m Float < $250m  Float in [$75m, $700m)]
noo® ® W (0
SRC Treated x After 0.001 0.002 0.004 0.004 -0.002 -0.002
(0.002)  (0.002) (0.002)  (0.003) (0.002)  (0.003)
After -0.001 -0.002 -0.001 -0.003 0.001 0.002
(0.001)  (0.002)  (0.002)  (0.003) (0.001)  (0.002)
Ln(Assets) -0.027*  -0.031*** -0.027** -0.031"** -0.025"** -0.032**
(0.003)  (0.004) (0.004)  (0.005)  (0.004)  (0.005)
Op. Cash Flow -0.110™*  -0.126*** -0.118"* -0.138"* -0.093*** -0.128*
(0.015)  (0.015) (0.016)  (0.017)  (0.026)  (0.030)
MTB 0.002** 0.002* 0.002* 0.002** 0.002** 0.002*
(0.001)  (0.001)  (0.001)  (0.001)  (0.001)  (0.001)
Ln(Float) 0.006***  0.008***  0.006**  0.008***  0.006™** 0.009**
(0.001)  (0.001)  (0.001)  (0.002)  (0.001)  (0.002)
Firm FE Y Y Y Y Y Y
Time FE Y N Y N Y N
Time x Industry FE N Y N Y N Y
N 10821 10821 7491 7491 6336 6336
R? 0.804 0.835 0.803 0.841 0.828 0.862
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Table 6 Decomposing Post-IPO Investment into R&D and CAPEX

This table presents the effects of the JOBS Act on post-IPO R&D and capital expenditure. Panel A presents the
attenuation pattern of the JOBS Act’s investment effect over time, and Panel B reports investment responses
in the early post-IPO years. For Panel A, columns (1) and (2) use R&D as the dependent variable, defined as
quarterly research and development expenditure scaled by lagged quarterly assets, and columns (3) and (4) use
Capez as the dependent variable, defined as quarterly capital expenditure scaled by lagged quarterly assets. For
Panel B, columns (1)-(3) use R&D as the dependent variable and columns (4)—(6) use Capez as the dependent
variable. As explained in Equations (1) and (2), EGC Treated equals 1 when both JOBS IPO=1 (the issuer’s
TPO occurs after March 2012) and Non-SRC=1 (the issuer’s public float is above $75 million), and 0 otherwise.
Years Since IPO is the number of years since the IPO. I{ Year > 3} equals 1 for firms more than three years old
since their IPO and 0 otherwise. Control variables are Ln(Assets), Op. Cash Flow, MTB, as well as interaction
terms between Year Post and Non-SRC, and between Year Post and JOBS IPO. We restrict our analysis to
firm-year observations corresponding to 1-5 years post-IPO. All variables are winsorized at 1% to control for
outliers and are defined in Appendix D. Numbers in parentheses are standard errors clustered at the firm and
year-quarter levels. *** ** and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.
For the sake of brevity, we do not report coefficient estimates for stand-alone terms or double interactions
between indicator variables.

Panel A: Attenuation of Investment Effects Over Time

Dep: RED Capex
OIRC RO RC)

EGC Treated x Years Since IPO -0.013***  -0.008**  0.001  -0.000

(0.004)  (0.003) (0.001) (0.001)
EGC Treated 0.044** 0.001

(0.012) (0.004)
Control Y Y Y Y
EGC Treated Y N Y N
EGC Treated"rst N Y N Y
Issue Year x Industry FE Y Y Y Y
Firm FE N Y N Y
Fiscal Quarter FE Y Y Y Y
Firms without 5 years of post-IPO data Y N Y N
N 4848 3756 4848 3756
R? 0.685 0.833 0.502 0.713

63



Panel B: Early Investment Increases

Dep: RED Capez
O R C R C N - )

EGC Treated x 1{ Year > 3} -0.049**  -0.034** -0.027**  0.001 0.002 0.000

(0.014)  (0.014)  (0.010)  (0.003) (0.004) (0.003)
EGC Treated 0.030**  0.016* 0.005*  0.004

(0.012)  (0.009) (0.003) (0.003)
Control Y Y Y Y Y Y
EGC Treated Y Y N Y Y N
EGC Treated! st N N Y N N Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE N Y Y N Y Y
Fiscal Quarter FE Y Y Y Y Y Y
Drop 3 years post-IPO Y Y Y Y Y Y
N 3005 3005 3005 3005 3005 3005
R? 0.690 0.828 0.828 0.560 0.709 0.708
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Table 7 Firm Age and Post-IPO Investment

This table presents the long-term effect of the JOBS Act on post-IPO investment depending on a firm’s age. Panel A presents the attenuation pattern of
the JOBS Act’s investment effect over time, and Panel B reports investment responses in the early post-IPO years. For columns (1)—(2), the dependent
variable is Investment, defined as the sum of quarterly capital and research and development (R&D) expenditures scaled by lagged quarterly assets.
For columus (3)—(4), the dependent variable is R€D, defined as quarterly research and development expenditure scaled by lagged quarterly assets. For
columns (5)—(6), the dependent variable is Capez, defined as quarterly capital expenditure scaled by lagged quarterly assets. As explained in Equations
(1) and (2), EGC Treated equals 1 when both JOBS IPO=1 (the issuer’s IPO occurs after March 2012) and Non-SRC=1 (the issuer’s public float is
above $75 million), and 0 otherwise. Log(Agef"*!) is the natural logarithm of a firm’s founding year immediately after listing. LowAge’9B% is an
indicator variable that takes one if a firm’s founding year immediately after listing is less than or equal 5 years. Years Since IPO is the number of
years since the IPO. I{ Year > 3} equals 1 for firms more than three years old since their IPO and 0 otherwise. Control variables are Ln(Assets), Op.
Cash Flow, MTB, as well as interaction terms between Year Post and Non-SRC, and between Year Post and JOBS IPO. We restrict our analysis to
firm-year observations corresponding to 1-5 years post-IPO. All variables are winsorized at 1% to control for outliers and are defined in Appendix D.
Numbers in parentheses are standard errors clustered at the firm and year-quarter levels. *** ** and * indicate statistical significance at the 1%,
5%, and 10% levels, respectively. For the sake of brevity, we do not report coefficient estimates for stand-alone terms or double interactions between
indicator variables.

Panel A: Attenuation of Investment Effects Over Time

Dep: Investment RED Capex
(1) (2) (3) (4) () (6)
EGC Treated x Years Since IPO x Log(Age™ ") 0.007 0.009** -0.002
(0.004) (0.004) (0.001)
EGC Treated x Years Since IPO x LowAge’9B3 -0.024* -0.0277* 0.002
(0.010) (0.010) (0.002)
EGC Treated x Years Since IPO -0.024*  -0.003  -0.029***  -0.003 0.004  -0.001
(0.011)  (0.004)  (0.011)  (0.003)  (0.003) (0.001)
Control Y Y Y Y Y Y
EGC Treated™ st Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
N 3756 3756 3756 3756 3756 3756

R? 0.738 0.738 0.836 0.836 0.713  0.713
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Panel B: Early Investment Increases

Dep: Investment RE&D Capezx
v @ B W 5 ®
EGC Treated x I{ Year > 3} x Log(Agef™st)  0.023* 0.027* -0.003
(0.013) (0.012) (0.003)
EGC Treated x 1{ Year > 3} x LowAge’9B3 -0.078** -0.077* -0.001
(0.032) (0.031) (0.007)
EGC Treated x I{ Year > 3} -0.081  -0.013  -0.090**  -0.013  0.008  0.000
(0.034)  (0.011)  (0.033)  (0.009) (0.008) (0.004)
Control Y Y Y Y Y Y
EGC Treated!rst Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
Drop 3 years post-IPO Y Y Y Y Y Y
N 3005 3005 3005 3005 3005 3005
R? 0.733 0.733 0.831 0.831 0.709  0.709




Table 8 SRC Rule Reform: Reduced Disclosure Burden and R&D and Capex

This table presents the treatment effects of the SRC reform on research and development, and capital expendi-
tures. In Panel A, the dependent variable is Ré/D, defined as quarterly research and development expenditure
scaled by lagged quarterly assets. In Panel B, the dependent variable is Capez, defined as quarterly capital
expenditure scaled by lagged quarterly assets. The sample is restricted based on public float: columns (1)—(2)
include firms with float < $700 million, columns (3)—(4) include firms with float < $250 million, and columns
(5)—(6) include firms with float in [$75, $700] million. SRC Treated is an indicator variable that equals 1 if a
firm’s public float is between $75 million and $250 million in the pre-reform year and 0 otherwise. After is an
indicator variable that equals 1 for the post-reform years and 0 otherwise. Control variables are Ln(Assets),
Op. Cash Flow, MTB, and Ln(Float). All variables are winsorized at 1% to control for outliers and are defined
in Appendix D. Time fixed effects include year-quarter indicators, as well as After indicator that captures dif-
ferences within this quarter. Numbers in parentheses are standard errors clustered at the firm and year-quarter
levels. *** ** and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

Panel A: R&D Expenditure

Dep: RéED
Sample: Float < 700 Float < 250 Float in [75, 700]
O N R R O
SRC Treated x After 0.001 0.000 0.003 0.002 -0.002 -0.003
(0.002)  (0.002)  (0.002)  (0.003)  (0.002)  (0.003)
After -0.002 -0.002 -0.003 -0.003 0.001 0.002
(0.001)  (0.002)  (0.002)  (0.003)  (0.001)  (0.002)
Ln(Assets) -0.024**  -0.028* -0.025*** -0.029*** -0.020** -0.027***
(0.003)  (0.004)  (0.004)  (0.004)  (0.004)  (0.005)
Op. Cash Flow -0.115*  -0.129** -0.122*** -0.139"* -0.100"** -0.133***
(0.015)  (0.016)  (0.016)  (0.017)  (0.025)  (0.028)
MTB 0.002**  0.002**  0.002**  0.002**  0.002**  0.002**
(0.001)  (0.001)  (0.001)  (0.001)  (0.001)  (0.001)
Ln(Float) 0.005***  0.006™*  0.005***  0.007***  0.003***  0.006™**
(0.001)  (0.001)  (0.001)  (0.001)  (0.001)  (0.001)
Firm FE Y Y Y Y Y Y
Time FE Y N Y N Y N
Time x Industry FE N Y N Y N Y
N 10821 10821 7491 7491 6336 6336
R? 0.845 0.865 0.841 0.866 0.873 0.893
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Panel B: Capital Expenditure

Dep: Capex
Sample: Float < 700 Float < 250 Float in [75, 700]
(1) (2) (3) (4) (5) (6)
SRC Treated x After 0.000 0.001 0.000 0.001 -0.000 0.000
(0.001) (0.001) (0.001)  (0.001)  (0.001) (0.001)
After 0.001**  0.001**  0.002***  0.001* 0.001 0.001
(0.000) (0.000) (0.001)  (0.001)  (0.000) (0.001)
Ln(Assets) -0.003**  -0.002*** -0.002*** -0.001** -0.004*** -0.004***
(0.001) (0.001) (0.001)  (0.001)  (0.001) (0.001)
Op. Cash Flow 0.004* 0.002 0.003 -0.000 0.005 0.003
(0.002) (0.002) (0.002)  (0.002)  (0.004) (0.004)
MTB 0.000 0.000 0.000 0.000 0.000 -0.000
(0.000) (0.000) (0.000)  (0.000)  (0.000) (0.000)
Ln(Float) 0.001**  0.001***  0.001*** 0.001** 0.003***  0.002***
(0.000) (0.000) (0.000)  (0.000)  (0.000) (0.001)
Firm FE Y Y Y Y Y Y
Time FE Y N Y N Y N
Time x Industry FE N Y N Y N Y
N 10821 10821 7491 7491 6336 6336
R? 0.591 0.717 0.533 0.706 0.657 0.794
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Table 9 Share Issuance, Float Expansion, and Disclosure Burdens

This table presents the relationship between post-IPO financing activity and the disclosure burden—investment effect under the JOBS Act. Panel A
uses Log(Cum.Issue%), which is the logarithm of the sum of quarterly common equity issuance scaled by market equity over the first 12 post-IPO
quarters, following McKeon (2015). Panel B uses Float Ezpansion—the ratio of floated shares in the fourth year after IPO to initial floated shares—as
the key financing variable. For columns (1) and (2), the dependent variable is Investment, defined as quarterly capital plus research and development
expenditures scaled by lagged quarterly assets. For columns (3) and (4), the dependent variable is R€D, defined as quarterly research and development
expenditure scaled by lagged quarterly assets. For columns (5) and (6), the dependent variable is Capez, defined as quarterly capital expenditure
scaled by lagged quarterly assets. As explained in Equations (1) and (2), EGC Treated equals 1 when both JOBS IPO=1 (the issuer’s IPO occurs
after March 2012) and Non-SRC=1 (the issuer’s public float is above $75 million), and 0 otherwise. Float Ezpansion is the ratio of the floated shares
in the fourth year after the IPO to the initial floated shares observed. Years Since IPO is the number of years since the IPO. I{ Year > 3} equals 1
for firms more than three years old since their IPO and 0 otherwise. Control variables are Ln(Assets), Op. Cash Flow, MTB, as well as interaction
terms between Year Post and Non-SRC, and between Year Post and JOBS IPO. We restrict our analysis to firm-year observations corresponding to
1-5 years post-IPO. All variables are winsorized at 1% to control for outliers and are defined in Appendix D. Numbers in parentheses are standard
errors clustered at the firm and year-quarter levels. *** ** and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively. For the
sake of brevity, we do not report coefficient estimates for stand-alone terms or double interactions between indicator variables.

Panel A: Share Issuance and Disclosure Burdens

Dep: Investment RED Capex
Hn @ 6 @ G ©
EGC Treated x Years Since IPO x Log(Cum.Issue%) -0.008* -0.008** 0.000
(0.004) (0.004) (0.001)
EGC Treated x I{ Year > 3} x Log(Cum.Issue%) -0.030** -0.029** 0.000
(0.014) (0.012) (0.004)
EGC Treated x Years Since IPO -0.006 -0.007* -0.000
(0.004) (0.003) (0.001)
EGC Treated x I{ Year > 3} -0.023* -0.024* 0.001
(0.012) (0.010) (0.004)
Control Y Y Y Y Y Y
EGC Treated™ s Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
Drop 3 years post-IPO N Y N Y N Y

N 3756 3005 3756 3005 3756 3005
R? 0.739 0.734 0.835 0.831 0.713  0.709
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Panel B: Float Expansion and Disclosure Burdens

Dep: Investment RE&D Capex
(1) (2) (3) (4) () (6)
EGC Treated x Years Since IPO x FloatExpansion -0.010** -0.010*** -0.000
(0.004) (0.003) (0.001)
EGC Treated x I{ Year > 3} x FloatExpansion -0.030** -0.032*** 0.001
(0.013) (0.011) (0.003)
EGC Treated x Years Since IPO 0.009 0.009* 0.000
(0.006) (0.005) (0.002)
EGC Treated x I{ Year > 3} 0.028 0.029 0.001
(0.021) (0.017) (0.006)
Control Y Y Y Y Y Y
EGC Treatedt™s! Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
Drop 3 years post-IPO N Y N Y N Y
N 3037 2430 3037 2430 3037 2430
R? 0.749 0.754 0.847 0.847 0.739  0.736
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Table 10 CEO and Post-IPO Investment

This table presents the long-term effect of the JOBS Act on post-IPO investment depending on the governance structure. For columns (1) and (2),
the dependent variable is Investment, defined as quarterly capital plus research and development expenditures scaled by lagged quarterly assets. For
columns (3) and (4), the dependent variable is R&D, defined as quarterly research and development expenditure scaled by lagged quarterly assets.
For columns (5) and (6), the dependent variable is Capez, defined as quarterly capital expenditure scaled by lagged quarterly assets. As explained in
Equations (1) and (2), EGC Treated equals 1 when both JOBS IPO=1 (the issuer’s IPO occurs after March 2012) and Non-SRC=1 (the issuer’s public
float is above $75 million), and 0 otherwise. StrongCEO is an indicator that equals one if the CEO is a founder, the CEO also serves as the chair of
the board, or the CEO’s tenure exceeds six years, and zero otherwise. Years Since IPO is the number of years since the IPO. I{ Year > 3} equals 1
for firms more than three years old since their IPO and 0 otherwise. Control variables are Ln(Assets), Op. Cash Flow, MTB, as well as interaction
terms between Year Post and Non-SRC, and between Year Post and JOBS IPO. We restrict our analysis to firm-year observations corresponding to
1-5 years post-IPO. All variables are winsorized at 1% to control for outliers and are defined in Appendix D. Numbers in parentheses are standard
errors clustered at the firm and year-quarter levels. *** ** and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively. For the
sake of brevity, we do not report coeflicient estimates for stand-alone terms or double interactions between indicator variables.

Dep: Investment RED Capex
O @B @ 6 ®
EGC Treated x Years Since IPO x StrongCEO  0.016* 0.010 0.002
(0.009) (0.007) (0.002)
EGC Treated x I{ Year > 3} x StrongCEO 0.059* 0.041* 0.004
(0.030) (0.023) (0.007)
EGC Treated x Years Since IPO -0.022* -0.017** -0.001
(0.009) (0.007) (0.002)
EGC Treated x I{ Year > 3} -0.078** -0.063*** -0.003
(0.027) (0.022) (0.006)
Control Y Y Y Y Y Y
EGC Treatedt st Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
Drop 3 years post-IPO N Y N Y N Y

N 3756 3005 3756 3005 3756 3005
R? 0.737 0.732 0.834 0.830 0.713  0.709
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Figure A1 Definitions of Smaller Reporting Companies

This figure depicts the classifications of SRCs (Smaller Reporting Companies), Accelerated, and Large Acceler-
ated Filers based on public floats. Small reporting companies have a public float up to $75 million, accelerated
filers fall within the $75 million to $700 million range, and large accelerated filers have a public float surpassing
$700 million. Firms with a public float below $700 million are eligible for EGC (Emerging Growth Company)
status within these defined categories.
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Figure A2 JOBS ACT Identification Strategy

This figure provides an illustration of our identification strategy for JOBS ACT. Firm quarters are classified
based on both their public float and IPO date. If a firm’s public float is below $75 million, it qualifies for
smaller reporting company (SRC) status. Throughout our sample, encompassing both pre- and post-JOBS Act
periods, SRCs benefit from exemptions to the de-burdening provisions of the JOBS Act. Conversely, firms with
a public float > $75 million receive these exemptions solely post-JOBS Act. As a result, our treated group in
the quasi-difference-in-difference specification comprises IPOs that occurred after the JOBS Act with floats >
$75 million.
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Figure A3 Reasons for EGC-Treated IPO Firms’ EGC Status Loss

This figure illustrates the reasons why the IPO firms in the sample, originally treated as EGCs under the JOBS
Act’s de-burdening provisions, eventually lose their EGC status. The x-axis of this figure denotes the year in
which the company loses EGC status after its IPO, and the y-axis represents the number of companies that lost

EGC status for those reasons.
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Figure A4 Post-IPO Investment by IPO Cohort: SRC vs Non-SRC

This figure plots the average investment ratio (Investment) during the first two years after IPO for SRC and
Non-SRC firms across IPO cohorts from 2010 to 2014. Investment is defined as the sum of quarterly capital and
research and development (R&D) expenditures scaled by lagged quarterly assets. The solid blue line represents
SRC firms, and the dashed red line represents Non-SRC firms.
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Figure A5 Distribution of U.S. IPO Firms by Industry (JOBS Act)

35.0% 40.0% 45.0% 50.0%

The bar chart displays the distribution by industry for our final sample of U.S. IPO firms. Industry classification is based on the Thomson Reuters
Business Classification, which represents the industry at the time of the IPO. On the left side, the gray bars represent our final sample of firms issued
in the pre-JOBS Act period (N=110), and the black bars represent the final sample of firms issued in the post-JOBS Act period (N=78). On the right
side, the gray bars represent our final sample of SRC firms (N=60), and the black bars represent the final sample of Non-SRC firms (N=128).
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Figure A6 SRC Reform Identification Strategy

This figure provides an illustration of our identification strategy for SRC reform. In our paper, we establish two
control groups that remain unaffected by changes in regulatory disclosure. The first control group comprises
firms with floats below $75 million, consistently maintaining the SRC status (Always SRC). The second control
group consists of firms with floats exceeding $250 million, consistently without the SRC status (Never SRC).
Thus, our treated group in our quasi-difference-in-difference specification is the set of firms after the SRC reform
with floats between $75 million and $250 million (New SRC).
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Figure A7 Distribution of U.S. Firms by Industry (SRC Reform)

The bar chart displays the distribution by industry for our final sample of U.S. firms. Industry classification is
based on one-digit SIC codes. The gray bars represent our final sample of control firms that are not influenced
by the reform (N=504), and the black bars represent the final sample of treated firms newly classified as SRC
firms after the reform (N=191).
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Figure A8 JOBS Act Impact on Total Investment

This figure plots the estimated coefficients from a regression of IPO firms’ quarterly investment and EGC-treated
status. Specifically, we plot the series of estimated coefficients 3;—37 and associated 90% confidence intervals,
estimated from OLS regressions of the following empirical specification:

Investment; o+ = Bo + B1EGC Treated; ; x Years Since IPO,;; + B2EGC Treated; ¢ + B3Non-SRC; 4 X
Years Since IPO; ++ 4 JOBS IPO; x Years Since IPO; , —l—Zf:l Bst Yearft”t x Non-SRC; 4 +Z?:1 Bet Yearft‘m X
JOBS IPOZ + Z?:l 5715 YearﬁfSt + Xi,q + Vi + 6Issue Year x Industry + Hq + Ei,q,t-

where Investment is the sum of quarterly capital and research and development (R&D) expenditures scaled by
lagged quarterly assets. As explained in Equations (1) and (2), EGC Treated equals 1 when both JOBS IPO=1
(the issuer’s IPO occurs after March 2012) and Non-SRC=1 (the issuer’s public float is above $75 million), and
0 otherwise. Years Since IPO is the number of years since the IPO. Control variables (X; ,) are Ln(Assets),
Op. Cash Flow, and MTB, as well as interactions between Year Post and Non-SRC, and between Year Post
and JOBS IPO.
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Figure A9 Distribution of U.S. IPO Firms by Industry (JOBS Act - PSM Matched Sample)

The bar chart displays the industry distribution of U.S. IPO firms in our propensity score matching (PSM) sample. Specifically, we group and match
SRC and non-SRC firms before and after the JOBS Act based on industry, Ln(Assets), Op. Cash Flow, MTB, Ln(Float), firm age, and sales growth.
Industry classification is based on the Thomson Reuters Business Classification, which represents the industry at the time of the IPO. On the left side,
the gray bars represent our PSM-matched sample of firms issued in the pre-JOBS Act period (N=41), and the black bars represent the PSM-matched
sample of firms issued in the post-JOBS Act period (N=41). On the right side, the gray bars represent our PSM-matched sample of SRC firms (N=>52),

and the black bars represent the PSM-matched sample of Non-SRC firms (N=30).
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Figure A10 JOBS Act Impact Excluding Each Industry

This figure plots the estimated coefficients from a regression of IPO firms’ quarterly investment and EGC-treated
status with each industry excluded individually. Specifically, we plot the series of estimated coefficients 8 and
associated 90% confidence intervals estimated from OLS regressions of the following empirical specification:

Investment; o+ = Bo + B1EGC Treated; ; x Years Since IPO;; + B2EGC Treated; ¢ + B3Non-SRC; 4 %
Years Since IPO; 1+ B4 JOBS IPO; x Years Since IPO; 4 +Z?:1 Bs: Yearft”t x Non-SRC; 4 —l—Zf:l Bet Yearff“ X
JOBS IPOz + Zle 67t YearﬁfSt + Xi,q + Vi + 6Issue Year x Industry + Hq + Ei,q,t-

where Investment is the sum of quarterly capital and research and development (R&D) expenditures scaled by
lagged quarterly assets. As explained in Equations (1) and (2), EGC Treated equals 1 when both JOBS IPO=1
(the issuer’s IPO occurs after March 2012) and Non-SRC=1 (the issuer’s public float is above $75 million), and
0 otherwise. Years Since IPO is the number of years since the IPO. Control variables (X; 4) are Ln(Assets), Op.
Cash Flow, and MTB, as well as interactions between Year Post and Non-SRC, and between Year Post and
JOBS IPO. Colored lines indicate the coefficient and confidence interval of 3; when the regression analysis is
performed excluding sample firms belonging to each industry. Industries are sorted according to the proportion
of IPO firms in that industry relative to the total sample. The black dashed line represents the coefficient of ;
when the regression analysis is performed including all industries.
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Figure A11 Reduction in Information Asymmetry Post-IPO for Young vs. Old Firms

This figure compares the quarterly average bid-ask spreads (in percentage) of young (red line) and old (blue
line) firms over the first eight years following their IPO. Young firm is defined as a firm whose age at the time
of listing is less than or equal to 5 years, while old firm is defined as a firm whose age at the time of listing is
more than 5 years.
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Table A1 Sample Attrition

This table shows the methodology employed in constructing the final sample. In Panel A, the sample begins with all IPOs with issuance dates between
February 2, 2008, and December 31, 2014 from Refinitiv. We delete all IPOs from the financial industry, limited partnerships, closed-end funds, firms
with missing values, firms with a public float exceeding $700 million, firms that are ineligible for EGC status, firms with a calendar year beyond 2020,
and firms lacking 5 years of post-IPO investment data. We also exclude IPOs with prices less than $1 or proceeds $1 million, non-original IPOs,
rights offering IPOs, firms not listing on the major U.S. stock exchanges (AMEX, NYSE, and NASDAQ), but this does not significantly impact the
observations in our sample. This results in 188 firms for our main analyses. In Panel B, we confine the sample to the period between 2016 and 2019.
We exclude firms from the financial industry, those with a public float exceeding $700 million, and firms that went public after the year 2011. This
results in 695 firms for our main analyses.

Panel A: JOBS Act

Sample Total Firms SRC Non-SRC Pre-JOBS Post-JOBS

Compustat and CRSP-matched U.S. IPO Firms 478 121 357 260 218
between February 2, 2008, and December 31, 2014

(-) Financial industries (97) (24) (73) (55) (42)
(-) IPO with prices less than $1 (0) (0) (0) (0) (0)
(-) IPO with proceeds less than $1 million (0) (0) (0) (0) (0)
(-) Limited partnerships (45) (1) (44) (19) (26)
(-) Non-original IPOs (0) (0) (0) (0) (0)
(-) Closed-end funds (2) (0) (2) (1) (1)
(-) Rights offering IPOs (0) (0) (0) (0) (0)
(-) Firms not listing on the major U.S. stock exchanges (0) (0) (0) (0) (0)
(AMEX, NYSE, and NASDAQ)

(-) Firms with a public float exceeding $700 million (20) (0) (20) (11) 9)
(-) Firms with a revenue exceeding $1 billion (38) (2) (36) (22) (16)
(-) Firms with a calendar year beyond 2020 (0) (0) (0) (0) (0)
(-) Firms with missing values (0) (0) (0) (0) (0)
= Full Sample 276 94 182 152 124
(-) Firms lacking 5 years of post-IPO investment data (88) (34) (54) (42) (46)

= Balanced Sample 188 60 128 110 78
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Panel B: SRC Reform

Sample Total Firms Control Treated

Compustat and CRSP-matched U.S. Firms between 2016 and 2019 7,143 6,501 642
(-) Financial industries (1,205) (1,066)  (139)
(-) Firms not listing on the major U.S. stock exchanges (0) (0) (0)
(AMEX, NYSE, and NASDAQ)

(-) Firms that go public after 2011 (3,722) (3,451)  (271)
(-) Firms with missing public float (486) (486) (0)
(-) Firms with a public float exceeding $700 million (888) (888) (0)
(-) Firms with missing values (147) (106) (41)
= Final Sample 695 504 191




Table A2 Post-IPO Investment and Investment Efficiency

This table reports how the JOBS Act investment effect attenuates over time. For all columns, the dependent
variable is Investment, defined as quarterly capital plus research and development expenditures scaled by lagged
quarterly assets. As explained in Equations (1) and (2), EGC Treated equals 1 when both JOBS IPO=1 (the
issuer’s TPO occurs after March 2012) and Non-SRC=1 (the issuer’s public float is above $75 million), and
0 otherwise. Years Since IPO is the number of years since the IPO. Control variables are Ln(Assets), Op.
Cash Flow, MTB, as well as interactions between Year Post and Non-SRC, and between Year Post and JOBS
IPO. The sample is restricted to firm-year observations corresponding to 1-5 years post-IPO. All variables are
winsorized at 1%. Standard errors are double-clustered at the firm and year-quarter levels. *** ** and *
denote significance at the 1%, 5%, and 10% levels. For the sake of brevity, we do not report coefficient estimates
for stand-alone terms or double interactions between indicator variables.

Dep: Investment (1) (2) (3)

EGC Treated x Years Since IPO x MTB -0.002** -0.002* -0.001
(0.001) (0.001) (0.001)

EGC Treated x Years Since IPO -0.007  -0.009  -0.009
(0.005) (0.006) (0.006)
EGC Treated x MTB 0.007*  0.010* 0.009**
(0.004) (0.005) (0.004)
EGC Treated 0.026 0.028 0.013
(0.018) (0.023) (0.020)
Control Y Y Y
EGC Treated included Y Y Y
EGC Treatedt™s! N N N
Issue Year x Industry FE Y Y Y
Firm FE N N Y
Fiscal Quarter FE Y Y Y
Drop Non-SRCs not EGCs N N N
Matching Group FE N N N
PSM Matching N N N
Firms without 5 years of post-IPO data Y N N
N 4848 3756 3756
R? 0.562 0.583 0.740
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Table A3 JOBS Act: Different Bandwidth Tests

This table presents the long-term effect of the JOBS Act on Post-IPO investment depending on different
bandwidths. In Panels A, B, and C, the dependent variables are Investment, R€&D, and Capex, respectively. As
explained in Equations (1) and (2), EGC Treated equals 1 when both JOBS IPO=1 (the issuer’s IPO occurs
after March 2012) and Non-SRC=1 (the issuer’s public float is above $75 million), and 0 otherwise. Control
variables are Ln(Assets), Op. Cash Flow, MTB, as well as interaction terms between Year Post and Non-SRC,
and between Year Post and JOBS IPO. In columns (1) and (2), we additionally include non-linear controls for a
firm’s public float—Ln(Float), Ln(Float)?, and Ln(Float)3. We restrict our analysis to firm-year observations
corresponding to 1-5 years post-IPO. All variables are winsorized at 1% to control for outliers and are defined
in Appendix D. Numbers in parentheses are standard errors clustered at the firm and year-quarter levels. ***
** and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively. For the sake of brevity,
we do not report coefficient estimates for stand-alone terms or double interactions between indicator variables.

Panel A: Total Investment
Dep: Investment

Sample: Float < $700m Float < $600m Float < $400m
O G R G )
EGC Treated x Years Since IPO -0.013** -0.013** -0.011** -0.011** -0.011** -0.011*
(0.005)  (0.005) (0.005) (0.005) (0.005) (0.005)
EGC Treated 0.511 0.521  0.036** 0.038** 0.036** 0.038**
(0.513) (0.568) (0.014) (0.015) (0.014) (0.015)
Control Y Y Y Y Y Y
Float Control Y Y N N N N
EGC Treated Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
Firms without 5 years of post-IPO data N N N N N N
Drop out firms whose float is ($70m, $80m) N Y N Y N Y
N 3756 3516 3716 3476 3636 3396
R? 0.740 0.743 0.739 0.742 0.736 0.738
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Panel B: R&D Expenditure

Dep: R&D
Sample:

Float < $700m
(1) (2)

Float < $600m
(3) (4)

Float < $400m
(5) (6)

EGC Treated x Years Since IPO

EGC Treated

-0.012**  -0.011**
(0.005)  (0.005)
0.351  0.416
(0.430)  (0.475)

-0.010”  -0.010**
(0.004)  (0.005)
0.029%  0.032"
(0.013)  (0.014)

-0.010%  -0.010"*
(0.004)  (0.005)
0.030%  0.032*
(0.013)  (0.014)

Control
Float Control
EGC Treated

Issue Year x Industry FE

Firm FE
Fiscal Quarter FE

Firms without 5 years of post-IPO data
Drop out firms whose float is ($70m, $80m)

N
RQ

ZZ KKK
KZ KKK

3756 3516
0.837 0.838

Y Y
N N
Y Y
Y Y
Y Y
Y Y
N N
N Y
3716 3476
0.833 0.834

Y Y
N N
Y Y
Y Y
Y Y
Y Y
N N
N Y
3636 3396
0.832 0.833
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Panel C: Capital Expenditure

Dep: Capez
Sample: Float < $700m  Float < $600m  Float < $400m
R I R R )
EGC Treated x Years Since IPO -0.000  0.000  -0.000  0.000 -0.000  0.000
(0.001) (0.001) (0.001) (0.001) (0.001) (0.001)
EGC Treated -0.011  -0.092 0.005  0.004 0.005  0.004
(0.119) (0.113) (0.004) (0.004) (0.004) (0.004)
Control Y Y Y Y Y Y
Float Control Y Y N N N N
EGC Treated Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
Firms without 5 years of post-IPO data N N N N N N
Drop out firms whose float is ($70m, $80m) N Y N Y N Y
N 3756 3516 3716 3476 3636 3396
R? 0.716  0.729 0.689  0.701  0.688  0.700
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Table A4 Post-IPO M&A

This table presents the long-term effect of the JOBS Act on post-IPO M&A expenditure. For all columns,
the dependent variable is MéA Cost, defined as quarterly acquisition expenditures scaled by lagged quarterly
assets. As explained in Equations (1) and (2), EGC Treated equals 1 when both JOBS IPO=1 (the issuer’s
IPO occurs after March 2012) and Non-SRC=1 (the issuer’s public float is above $75 million), and 0 otherwise.
Years Since IPO is the number of years since the IPO. I{ Year > 3} equals 1 for firms more than three years old
since their IPO and 0 otherwise. Control variables are Ln(Assets), Op. Cash Flow, MTB, as well as interactions
between Year Post and Non-SRC, and between Year Post and JOBS IPO. The sample is restricted to firm-year
observations corresponding to 1-5 years post-IPO. All variables are winsorized at 1%. Standard errors are
double-clustered at the firm and year-quarter levels. *** ** and * denote significance at the 1%, 5%, and 10%
levels. For the sake of brevity, we do not report coefficient estimates for stand-alone terms or double interactions
between indicator variables.

Dep: M&A Cost (1) (2) (3) (4)
EGC Treated x Years Since IPO -0.000  -0.006

(0.088) (0.104)
EGC Treated x 1{ Year > 3} -0.198  -0.216

(0.284) (0.327)

Control Y Y Y Y
EGC Treatedt st N N N N
Issue Year x Industry FE Y Y Y Y
Firm FE Y Y Y Y
Fiscal Quarter FE Y Y Y Y
Drop 3 years post-IPO N Y N Y
Firms without 5 years of post-IPO data Y N Y N
N 4805 3714 3834 2972
R? 0.189  0.198  0.201 0.210
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Table A5 Product Life Cycle and Post-IPO Investment

This table presents the long-term effect of the JOBS Act on post-IPO investment depending on a firms’ product life cycle. Panel A presents the
attenuation pattern of the JOBS Act’s investment effect over time, and Panel B reports investment responses in the early post-IPO years. For columns
(1)=(3), the dependent variable is Investment, defined as quarterly capital plus research and development expenditures scaled by lagged quarterly assets.
For columns (4)—(6), the dependent variable is R€&D, defined as quarterly research and development expenditure scaled by lagged quarterly assets. As
explained in Equations (1) and (2), EGC Treated equals 1 when both JOBS IPO=1 (the issuer’s IPO occurs after March 2012) and Non-SRC=1 (the
issuer’s public float is above $75 million), and 0 otherwise. ProdLCStage is a continuous variable taking values 1-4 that correspond to the four product
life cycle stages defined by Hoberg and Maksimovic (2022): (1) product innovation, (2) process innovation, (3) stability and maturity, and (4) product
discontinuation. Years Since IPO is the number of years since the IPO. I{ Year > 3} equals 1 for firms more than three years old since their IPO and
0 otherwise. Control variables are Ln(Assets), Op. Cash Flow, MTB, as well as interaction terms between Year Post and Non-SRC, and between Year
Post and JOBS IPO. We restrict our analysis to firm-year observations corresponding to 1-5 years post-IPO. All variables are winsorized at 1% to
control for outliers and are defined in Appendix D. Numbers in parentheses are standard errors clustered at the firm and year-quarter levels. *** **
and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively. For the sake of brevity, we do not report coefficient estimates for
stand-alone terms or double interactions between indicator variables.

Panel A: Attenuation of Investment Effects Over Time

Dep: Investment RED
Hn @ B W 6B ©
EGC Treated x Years Since IPO -0.007 -0.007**  -0.007*  -0.008** -0.008"* -0.007**
(0.003)  (0.004)  (0.003)  (0.003) (0.003)  (0.003)
ProdL CStage -0.004*  -0.004  -0.014** -0.004** -0.006"* -0.011"**
(0.002)  (0.003)  (0.005)  (0.001) (0.002)  (0.004)
ProdL.CStage x Years Since IPO 0.000 0.001
(0.001) (0.001)
ProdLCStage x EGC Treated 0.001 0.005
(0.006) (0.006)
Control Y Y Y Y Y Y
EGC Treated™ st Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
N 3695 3695 3695 3695 3695 3695

R? 0.749 0.749 0.750 0.834 0.834 0.835




0¢

Panel B: Early Investment Increases

Dep: Investment RE&D
(1) (2) (3) (4) (5) (6)
EGC Treated x I{ Year > 3} -0.025*  -0.025** -0.023** -0.026™ -0.026** -0.025**
(0.011)  (0.011) (0.011) (0.010) (0.010) (0.010)
ProdL CStage -0.004*  -0.004  -0.015** -0.004** -0.003 -0.012**
(0.002)  (0.002) (0.006) (0.002) (0.002) (0.005)
ProdLCStage x 1{ Year > 3} 0.000 0.002
(0.003) (0.002)
ProdLCStage x EGC Treated 0.001 0.005
(0.008) (0.007)
Control Y Y Y Y Y Y
EGC Treatedt™s! Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
Drop 3 years post-IPO Y Y Y Y Y Y
N 2948 2948 2948 2948 2948 2948
R? 0.745 0.745 0.747 0.829 0.829 0.831




Table A6 Information Asymmetry: Newly Public vs. Seasoned Firms

This table presents summary statistics for the information-asymmetry proxies used in Figure 1, where the left
block summarizes newly public firms in Year 1 post-IPO and the right block summarizes seasoned firms. Amihud
Tliquidity is calculated daily as in Amihud (2002). Bid-Ask Spread is computed as the daily percentage spread
and averaged over each year. Tone Difference is constructed as the absolute difference between manager and
analyst tones during the Q&A section of earnings calls. Each tone is measured as the net positivity score,
(Positive — Negative)/(Positive + Negative), using the Loughran and McDonald (2011) dictionary.

Variable

Newly Public (Year 1)

Seasoned Firms

Mean

SD  p25 ps50  pTh

P99

Mean  SD P25 p50 P75 p99

Tone Difference
Bid-Ask Spread
Amihud Iliquidity

0.416
0.006
0.081

0.273 0.200 0.385 0.581

1.248

0.011 0.001 0.002 0.005 0.074

0.320 0.001 0.007 0.029

1.446

0.412 0.314 0.171 0.343 0.583 1.500
0.011 0.015 0.002 0.005 0.013 0.087
0.306 0.787 0.005 0.025 0.197 3.528
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Table A7 CEO, Firm Maturity, and Post-IPO Investment

This table examines how the JOBS Act’s effect on post-IPO investment varies with firm maturity and CEO strength. We drop firms that were younger
than five years at the time of their TPO to focus on relatively mature IPOs. For columns (1) and (2), the dependent variable is Investment, defined
as quarterly capital plus research and development expenditures scaled by lagged quarterly assets. For columns (3) and (4), the dependent variable is
R&D, defined as quarterly research and development expenditure scaled by lagged quarterly assets. For columns (5) and (6), the dependent variable
is Capez, defined as quarterly capital expenditure scaled by lagged quarterly assets. As explained in Equations (1) and (2), EGC Treated equals 1
when both JOBS IPO=1 (the issuer’s IPO occurs after March 2012) and Non-SRC=1 (the issuer’s public float is above $75 million), and 0 otherwise.
StrongCEQ is an indicator that equals one if the CEO is a founder, the CEO also serves as the chair of the board, or the CEQ’s tenure exceeds six
years, and zero otherwise. Years Since IPO is the number of years since the IPO. I{ Year > 3} equals 1 for firms more than three years old since their
IPO and 0 otherwise. Control variables are Ln(Assets), Op. Cash Flow, MTB, as well as interaction terms between Year Post and Non-SRC, and
between Year Post and JOBS IPO. We restrict our analysis to firm-year observations corresponding to 1-5 years post-IPO. All variables are winsorized
at 1% to control for outliers and are defined in Appendix D. Numbers in parentheses are standard errors clustered at the firm and year-quarter levels.
wk kK and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively. For the sake of brevity, we do not report coefficient estimates
for stand-alone terms or double interactions between indicator variables.

Dep: Investment RED Capex
(1) (2) (3) (4) (5) (6)
EGC Treated x Years Since IPO x StrongCEO  0.014 0.011 0.004
(0.010) (0.008) (0.008)
EGC Treated x I{ Year > 3} x StrongCEO -0.061** -0.050** -0.026
(0.028) (0.021) (0.022)
EGC Treated x Years Since IPO -0.016* -0.012* -0.006
(0.009) (0.007) (0.007)
EGC Treated x I{ Year > 3} 0.066** 0.057*** 0.036*
(0.025) (0.019) (0.020)
Control Y Y Y Y Y Y
EGC Treated!rst Y Y Y Y Y Y
Issue Year x Industry FE Y Y Y Y Y Y
Firm FE Y Y Y Y Y Y
Fiscal Quarter FE Y Y Y Y Y Y
Drop firms < 5 years old at IPO Y Y Y Y Y Y
Drop 3 years post-IPO N Y N Y N Y

N 3177 2542 3177 2542 3177 2542
R? 0.775 0.777 0.857 0.857 0.857  0.857
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