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Agency theory suggests that agency costs are resulting from conflicts of interest between managers and shareholders
that might cause consequences such deviations from the optimal investment behavior. Thus, it is likely that managers
have different investment behavior where the agency costs exist. Hence the present study examines the impact of
agency costs on investment behavior in Tehran Stock Exchange. Thus, sampling deletion, numbers of \e companies
was chosen. We use efficiency ratios for measuring agency costs and to estimate the investment behavior (over and
under investment) the Biddle et al (Yood) model have been used. The panel data model was used to test the
hypothesis. The results show that agency costs are causing deviations from optimal investment behavior. Thereby
increasing agency costs, related problems with over and under investment will intensify and investment decisions will
affect companies. Also, the results showed that the impact of agency costs on the investment behavior in over and
under investment firms is different. Keywords: Agency Costs, Investment Behavior, Agency Problems, Information
Asymmetric
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