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AANF R (InSIZE, InB/M, InD/M)< W52 424 A8ttt

6) £ Ao AFEAL A gAENd] ulES £ Fama-MacBeth(Fama and MacBeth 1973) H2¥ <& #83}
FodolzE 5 A|AREH o] vX = AT trHsE HE
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T ATl AFEAE Aste] Bad ARE
’\47}9] ol &2 9} F7IAEE Fn-Guide ZH-F
Hatz a2 99 AFAE ABELS KisValue
leraryETEi FHsA. Yo7}, g9
AARI FAGA R A3E 719 F o
= WSt VP ES AN S g% HE
= 436k
(1) Fn-Guidedld AFEA7LE] o] o 53] 9}
F7REE 78 F de 719
(2) E=Al83 71 Kol KisValue Library©ll
A AR ARE 7S 5 e 714
(3) 7199 AFAE FE F sfelviEd} a9
ARk & 23} 2= 9l 7))
(4) 918 d8&A] & AR A2
£2 3 2 9l 79

AR 129 2R

BE HE

BT A
AE F3tAl B A

i
27107} 2ol ohd 719
_‘:r'_

= A=
g R E wid 498 V)R FEET
22(6)& T &3t 71959 AFHE] 4
Zo] dn7|iat dolatr] wEel =HEt e, £
A7) A2 & 7149 A5 AFEA7L o]
ol ZA ol Mol 7t LT 7HsAdol 7] wEel A
SH. 24 (8)2 2o YYE RIS o] &3 o
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4.1 eSSt LRk Al =4

| 2 Ao ASEN AME Fo WHF
NEEAZFE (E Dol vehd 9l
1, A(1)~2(4) £ ol &at] F4 3 7' 27
& FHA(COEn)~ COEw)® it (2=4
)& 11.3%(3.6%) 1A 16 9%(8.1%)°] =
£ Holx glen, g=7]4 W*‘Oi 3 Ahn
Cha, Ko, and Yo0o0(2008)2] &7+ A] X] q3t o
9} 2o ;‘«yqlo]ouéx}ufﬂq] 7] wkat /u( ) 21 (4
£ ol &dto] ==
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Bt g0 B AT &4 A}
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& 14.9%°H, FFUAE 5.4% = et o+
on ¥ Q7o 2o pANEEA AU/ A
T2tsl A =2 SA et dful &1 5 (FORSALES)
of P37} FFAHAE 27 43.6%, 30.6% = JE
won, 0.1%%8 100%7H4] st BXE Ho|
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W7 el THctAET| A7 |A=E[E0 Rl I d=TIgE 2R

(B D FQ o JlesA

E e 4384 AgE Fansel 9, EFUA 5 145A%E nnsn dn
il . FZFEa 1% 5% 10% 25% ek 5% 90% 95% 99% FEF

COE 0.149 0.054 0.048 0.072 0.089 0.113 0.142 0.178 0.220 0.254 0.330 755
COE) 0.1568 0.067 0.041 0.073 0.085 0.112 0.147 0.193 0.244 0.288 0.418 755
COE2) 0.113 0.036 0.048 0.063 0.074 0.088 0.108 0.133 0.161 0.180 0.236 755
COEs) 0.169 0.081 0.009 0.017 0.055 0.126 0.165 0.212 0.274 0.318  0.400 755
COEw) 0.155 0.077 0.006 0.018 0.051 0.112 0.149 0.197 0.255 0.298 0.376 755

FORSALES 0.436 0.306  0.001 0.013 0.036 0.157 0.413 0.711 0.870 0.952  1.000 755
FORASSET 0.070  0.084  0.000 0.001 0.004 0.014 0.040 0.094 0.185 0.251 0.422 755

BETA 1.041  0.383 0.175 0.448 0.574 0.780 1.022 1.269 1.576 1.713 2.141 755
SIZE 1,147 2,764 22 36 50 91 228 801 2,606 5,530 18,224 755
B/M 1.632  1.463 0.161 0.282 0.385 0.597 1.064 1939 3.178 4.290 8.675 755
D/M 1.983 3.076 0.032 0.112 0.169 0.371 0.848 2.233 4932 7.829 19.430 755
IDRISK 0.029 0.024 0.006 0.008 0.011 0.015 0.022 0.034 0.0565 0.070  0.177 755
OIVOL 0.040 0.033 0.006 0.009 0.012 0.019 0.031 0.050 0.079 0.101 0.192 755

EPSDISP  0.236  0.271  0.015 0.046 0.061 0.094 0.152 0.252 0470 0.740 1.758 755
GROWTH  0.151 0.242 -0.470 -0.185 -0.093 0.035 0.121  0.240 0.404 0.566 1.195 755

(F) COE: 229 H(1)~4 ()9l /ARG 2e £58 AL A|A4R0g 2929 4EFRA, COE0~COEw: 44 (1) ~4(4)9l N4 2Y
o23E £5@ Y A4 G FA, FORSALES: S| E 71919] F0)5910 2 L1 1%, FORASSET: AslA0e & 7199 Fau002 he
M, BETA: 1271908 371 607192e) (32 30719) 9 2459188 oF A4%5e 8ol S8 se] £ WE, SIZE: 719 @Al A7) (&
9 ), BAL 71999 A48 3RS AR e gt D/ FAkel BRskg 19 EAasl AR e g, IDRISK: MEtE 3457 99
914 WAe #4, OIVOL: Hol% Ad 24 5 ATARI Ut /19 BPom AY/199 3 530 9doldel EFRAE FRAROD U &,
EPSDISP: 78 AR-E4719] 19 F 0|l 2Re] EZAAE oY AFEAES] o]l 2A HEO2 Whe &, GROWTH: AFEAbe] 39 F olelo) 3
oA ATEALe) 29 F ol ZAE AR 0|8 AFEAE] 29% ol ZA 2 i g
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1.041% ®u=eh. E3 7|9 =(SIZE) = B
o] 12 1A 4M9Y, AR7AY] A7 &
(B/M) #+te] 1.532, 28] A8 &(D/M)<
o] 1,983 JEhgton, HgdTE wEtA
olE A7HA W5 AAUFHE AT o]
otk 3k, A7l HIAAA 1% (IDRISK)
I} gdole MEA(OIVOL) 2L AF-EA 7} o] d
Z2)9] BAYE(EPSDISP) 9 B3 22+ 0.029,
0.040 % 0.2360190a1, mlgle1ele] 48443 (GROWTH)
e Bt 15.1%% A2 Yeyt ZEH0 = o

S Wrsd RIE 93 /9SS e 5 9
EE/\E

T} frAkst At 718 A+ (e.g., Ahn
Cha, Ko, and Yoo 2008)¢} H]$=3F ZAo2 Hu
S =

ol &jelviEH| 5 (FORSALES) 2 9] Abrku] 3
(FORASSET)S 747} 0.046 2 0.014¢] & (+)
o FHAF FE HE L ot FAHCR fo
A= gtk @ A AEHE(COE) & A7t
A du] A7 B &(InB/M), F-A¥1&(InD/M),

AFEA7}E o] SA]9 T4 =(EPSDISP) %
mlgfolele] A (GROWTH)Z A el o 3kl
2 5% FEA EAACRE §93 F(+)9 AT
HAE 72 93, 7192 (InSIZE) 8= o553
T BAHoE ol §(-) o] ZHRAE 7}
Ae A2 eyt sARE o &3 g2 A&
B &(COE)& WEHBETA) 2 wAAZA 99
(IDRISK) %= A2 o AHadAE 714
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A A7) AHEH & (COE)°] o] 98 X
o} o3t AAAAZ A= FAld BAMSF 2
Atztel =& S4 sk al<vlEv] S (FORSALES)

2 3 ) Ak F(FORASSET) <Al ©1& 918 ¢
X9} ol AAVPAS 71 mt I A
AF B4 A9z HF 485 WY S 21 Aol
o Bt} A3 AZ2ATe] 228 YA s 2]
AHEE Go] 9GS WA E 9F g B BAG

AZVAER &7 FA TS 3 7] AR

AR E F87t 9 Aot wEtA
A7 AFEH]E-(COE) & Arst7] Hated =Ath
1l $3< 233 @9l ZH) S (FORSALES)
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(F & 4FN0 e Fou5Y sole JAFE Badta o,

A COE FORSALES FORASSET BETA InSIZE  InB/M InD/M  IDRISK OIVOL EPSDISP
0.046
FORSALES
(0.204)
0.014 0.522
FORASSET
(0.697) (0.000)
-0.015 0.152 0.125
BETA
(0.682) (0.000) (0.001)
-0.333 0.091 -0.084 0.089
InSIZE
(0.000) (0.012) (0.021) (0.015)
0.457 -0.038 -0.182 -0.225 -0.360
InB/M
(0.000) (0.302) (0.000) (0.000)  (0.000)
0.520 -0.003 -0.160 -0.066 -0.129 0.729
InD/M
(0.000) (0.939) (0.000) (0.070) (0.000) (0.000)
0.005 -0.062 0.024 0.331 -0.210 -0.135 -0.080
IDRISK
(0.881) (0.089) (0.505) (0.000)  (0.000) (0.000) (0.027)
OIVOL -0.082 0.065 0.228 0.237 0.007 -0.388 -0.377 0.257
(0.024) (0.077) (0.000) (0.000) (0.849) (0.000) (0.000) (0.000)
0.262 0.113 0.066 0.139 -0.127 0.268 0.358 0.136 -0.068
EPSDISP
(0.000) (0.002) (0.071) (0.000)  (0.000) (0.000) (0.000) (0.000) (0.060)
GROWTH 0.183 -0.034 0.023 0.086 -0.017 -0.036 0.039 0.046 -0.044 0.212
(0.000) (0.355) (0.536) (0.018) (0.632) (0.328) (0.287) (0.204) (0.226) (0.000)
RS 755 755 755 755 755 755 755 755 755 755

() InSIZE, InB/M, InD/M<& SIZE, B/M, D/Me] Adti53kol™, ofef Vi (E1)& Fxdth. 3= ¥54% 9 pvalued 9n|dte},
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(% 3) THctzst 20t A7 |At=d]8e] g aet oiE37EY

iin

2)E o]&sto] AT} A AR & A& P AHET] 93 thF3] AR

Ho e Ax’ 3FEA o 7193t Fama-MacBeth(Fama and MacBeth 1973) A=

AAET (£ 3l End AAFTE A5 AN 2R E&E dxd A7

9 %%ﬁ"]‘ﬂ H‘;L 54?174] 4 EAA A4S EASE t32 Kemsley and Nissim(2002)9] #3S #4319
IR BRE 2k ARG tgholth £HE RS 2 A AN A H2H

5

4>

39 R2-‘§ ﬂwom

(281) COE = By +B1FORSALES +B;BETA +B3InSIZE +B4inB/M +BsInD/M +BsIDRISK
+B70IVOL +BsEPSDISP +ByGROWTH + Industry Dummies +e

(282) COE = By +B1FORASSET +B2BETA +B3InSIZE +B4nB/M +BsInD/M +BsIDRISK
+B70IVOL +BsEPSDISP +ByGROWTH + Industry Dummies +e

(28 1) (23 2)

il S| AAS T4 3k 3| AAS T4 7k
INTERCEPT 0.275*** 3.20 0.265*** 3.06
FORSALES 0.016*** 2.71
FORASSET 0.048*** 2.70

BETA 0.009 0.59 0.010 0.83

InSIZE -0.008*** -2.74 -0.007** -2.56

InB/M 0.003 0.76 0.005 0.92

InD/M 0.020*** 7.64 0.020*** 7.41

IDRISK -0.096 -1.51 -0.093 -1.41
OIVOL 0.178*** 5.17 0.140*** 4.68
EPSDISP -0.002 -0.41 -0.002 -0.25
GROWTH 0.029** 2.20 0.029** 2.38
Industry Dummies ¥3t *3
#3449 R? 0.408 0.405
EES 755 755
(F1) MeaEe (F 1) 2 (F 28 Fxd.
(F2) ***, % v GEAP R A7 1%, 5%, 10% $704 EAR R §282 on|d),
4.2 ckE3l7EN Z1} of 4o 2R BT & e A2 7k f9
3 FABA st FAA oS B
T dash] ¢

(& 3)& FAGZS}F A7) AR G WA= <
&9 AW E 7] 9 T2 AR AT s
oth. B AN E AFEA ALed FHdR
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Aletitt.
(& 39 3uA do Had 2F (1)
Fd UM ARG omnY Abed AR

W7 el THctAET| A7 |A=E[E0 Rl I d=TIgE 2R

l%(c E)& 1972 (InSIZE) 9= 5% G
TAHCE frofg F(-) 9 AHBAE 7= &

X

r

[
gﬂ X r}m

A 1 (InD/M), 9d°19 W54 (0IVOL)

BHlg 2R JFS FEHSF(C0R)E stz 2 AAY(GROWTH) Z= EAACR fo3 3

AE7149 98 HEXE BAG T dujZHs (+)9 ABBAE /R E Aoz et a8y
&

(FORSALES) S =A|thZtsl A o] SHA = o

A o 23} 22| Wl BETA), 57 ] A%

gt AR AAEan. AN 235 KRS (InB/M), HIAAA $2(IDRISK) % A

Bo & 9u &1 S (FORSALES) Y 3|AAS

ot

FEA7E o]l 239 EAMY = (EPSDISP) 9+

AR g 247 0.016% 2.71(GAD 132 5% 3o EAR R o3 AadAS Jeh)
1% ol A7 A2 &3 BAAH 2 f23 3 2] a9k, AT, $4E R 2 2AHE AER
+)o #AZL Qe Aoz et = o) o] Areo] 40%° Eske 5 71F A e.g., Ahn,

Ao FTujEd FoA adujE HFo] S5 7 Cha, Ko, and Yoo 2008)¢] ZEUE & ASE
Ho| A7IAEH &L ke AR A8AS & L I 7Y AIARH L BEXE AWste
= dlo] 283 23S 71 2d o et
<E 39 FHA Do Haud 28 (2)dHe 3 oldo] Hu¥ d¥d AFAnZ A wf b=t
JellAe] B efmjEH]F(FORSALES) Al #l¢] 71989 FAdAE 30| 255 87199
X}"W]? FORASSET)& =At4ste] 39 & A7|AEH| &L Z7hta 284S & & 39|
AR o] g3t AT AAledth. 24t F, 3= 7199 AF Bt ookt 57telA]
% A F(FORASSED) 9] AT BA  dE€ss &dd] Fda Yass A4 719 o199
A g 24+ 0.048% 2.70(54 € tgh) o2 HEAEe Fa5td 7199 AENES W e 89 B
QA 1% FeolA BAACE ol 202 veht te /MR FdsH He & A48, FA4 9
23(1)9] 23 ¥ e 237t =EEHAH Y e tEH g sog Qs 719 s1gge] A
g, A AEHE(COE) 3 oet BAMTE AF Al Z37F o o Jd| wet FT402e 8%
ojo] AHAAE HH, A o FE tE AR 7YY AT|AHEE]|&o] Fsste Ao R AdEn

7
o

A7el FAEA 23| Baud AAAsE A JARHoRTY 22E Ay IS Fdgkeln, A A &
W FIde BAGHE tak Kemsley and Nissim(2002)¢] W& F83te] ol dxd AT 134 A1ddde 24
of ANe tgkolnt, @ £4E R' & 2b A SRR 42E $HE RE HEgtelth
& A7 A7} ARG 3R AE A 5 77 R A EA ek 7§£Ter°ﬂ et 23S 7FeAE wiAls]
fsle] 471 7197 RG em R AEE )9 A7IAREE FEASAN 20 B RS FEGe] o5 dewde AA
28 FHAR et] F7AQL AR ARtk 1 A g ezl 9 5 sje A Ee] T Efwse that] 7h
& 2071 ZE 23 distel H(+)9 AT m2Hlen, sz %%‘%fri & B 10748 =35 9749 7
FollM, 223 deREEE PSR & Brde 10709 235 THe AfolM £49 1] $AXH SR fofaiglt. ofee
=29 (D ~H()E ol8dto] A& 449 /N A7AEH S A *}%5}04 A stttk s dujEn s T
Al EE SHUFE AHEE ZE Al diste] F(+)9] SAAF o] BuHder, & 89 A¢F 449 At +4
g t@to] FAAMCR Fod Aow eyt AdeHor & A7 ddde 54 7]“7}X]“°39—ifﬂ Aed ZPWEﬂl*‘l 5
Al A" 24 o7 sl =EHAE dgktha sddd
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Corporate International Diversification and Cost of
Equity Capital: Korean Evidence

Seung Min Cha* - Jaiho Chung** - Yong Keun Yoo***

Abstract

This paper examines the potential effect of corporate international diversification on cost of
equity capital for Korean firms. Corporate international diversification is defined as a firm's
strategy by which a firm conducts its businesses in multiple countries at the same time. In an
ex-ante sense, more internationally diversified firms may decrease their cost of equity capital
through reduced volatility of future cash flows and/or reducing more effectively unsystematic
risks by investing into various countries. However, it is also possible that cost of equity capital
of more internationally diversified firms may increase since they will be exposed to greater
foreign exchange translation risks or political risks of other countries and/or since they may
have higher agency costs for their controls of managers located out of their home country of
domicile. By using 755 Korean firm/year observations between 2000 and 2005, we find that
the level of corporate international diversification, which is measured by the relative ratio of
overseas sales (or assets) to total sales (or assets), is positively associated with ex-ante cost
of equity capital, which is proxied for by implied cost of equity capital derived from equity
valuation model, even after well-known risk proxies are controlled for. Thus, we conclude that
more internationally diversified Korean firms increase their cost of equity capital. This is the
first study to examine the effect of corporate international diversification on cost of equity capital
for Korean firms. We believe that our empirical evidence may shed some lights on our understanding

of the potential effect of corporate international diversification on various aspects of firms.
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