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The stock market R&D valuation in the high-tech sector: a comparison between US and
European firms

Abstract

The High-tech sector accounts for a disproportional large share of the Research and
Development spending in relation to its value added. This relation is in the US more
distinctive than in the EU and thus one of the causes for a R&D expenditure gap between
the US and the EU. The focus of this bachelor thesis is to look if there is a R&D valuation
difference between US and European firms on the basis of the R&D expenditure gap. The
method for the empirical analysis is the ordinary least squares regression. It consists of the
market value of a firm on the dependent side and R&D expenditure on the other side of the
equation. The results report a 3 to 5 times higher R&D valuation for European firms than
for US firms in the 90’s. Upon including the size into the regression, the R&D valuation
difference between US and European firms was only in half as much years significant than
without. It appears that the R&D valuation is affected by the size effect of the firm; the
bigger a firm the higher the R&D valuation.



