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Abstract We propose a method which can directly test rational bubble from supply ap-
proach: the fundamental value of the firm is determined by the manager’s productive invest-
ment behavior. According to the Euler equation of investment, the marginal cost of
investment can be inferred from the current investment rate of the firm, and then the margin
q can be obtained. Further, by testing whether the difference between the average ¢ and the
estimated average g which represent the market value and the fundamental value of the firm is
significantly zero, we can judge whether there is a bubble in the market value of the firm.
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