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Economic Policy Uncertainty and Capitalization of Corporate
R&D Expenditures

Luo Qi, Gao Yuanqgi (Wuhan University)

Abstract Increased economic policy uncertainty can disrupt corporate financing and innovation activi-
ties, while companies adopting appropriate information disclosure strategies may be able to mitigate this ad-
verse impact. Using A-share listed companies from 2008-2021 as a sample, this paper examines the role of
capitalization of R&D expenditures in dealing with economic policy uncertainty. It is found that companies
tend to increase the capitalization ratio of R&D expenditures when economic policy uncertainty increases,
which will attract more attentions from securities analysts, and improve the company's information transpar-
ency, thereby reducing the market's uncertainty expectations for the company's future development and en-
hancing the company's ability to obtain external financing. Chinese listed companies should give full play to
the information transmission function of the capitalization of R&D expenditures within the scope of account-
ing standards to enhance their ability to cope with economic policy uncertainties and thus seize opportunities
for their own development.

Key words economic policy uncertainty; corporate R&D expenditure; capitalization; information

transmission
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