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2004). PEGEE & 7|47k 3
3} Zo| AtEETh

PS4y~

PS4
H (

Vepe=

o4l A4
FAolg 4B A3
we} e

A

2e FH4

., Kang and Yoo 2007 7<}7]7<}£H]*‘18
Liu, Nissim, and Thomas(2002)9} 22 4]
© 2 CAPM(Capital Asset Pricing Model) &
o] g3t A&t CAPMS A4317] 9%
B (Beta)= a9 719 2 AFAA S o] 6074
4 B € FAFAES Al &S,
SEA Y s AAN] Hsted AR #H5A
wieke] Z7ld wet 10719 ages yE ¥

2t 259 942 9BH0R Agagon, B

=

=

rEe 3d W] FuA ojAES, aea A
FAFzend e 5%2 7M. old WA
R AMZE A7IARgo] F9g ojag R W
Brle FAR olAEE AR o2 7}7&
skt

7 AAY AL ol FA], FRF
7h aeln RS ASEN S AR WFE
= Wagh F AR Al gshe g Rae
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TARGET = By + B1V/P + Year and
industry dummies + ¢ (6)
RECOM = By + BiTARGET + Year and
industry dummies + ¢ (7)
RECOM = By + B1V/P + Year and
industry dummies + ¢ (8)
RECOM = By + BiTARGET + B2V/PFAC
+ Year and industry dummies + ¢ (9)
()& 22 AF-EA7E] o]l SA (V/P)
JHTARGET), 183 B3 37tel £a4%
(RECOM) Atole] Z#AAE #Aat7] 4
s]F|2lolt}, A-EA 7P 7199 o] SR At
ot o] & A 7]@7}21337}—?’—:6301] Yoto] =
= Wt 4(6)44 V/P7t TARGET
(+)e] ZaaAE 7}*] Zlolth, ‘%0}7} A5
MHE BR2FFE A FA7HE
AFHor FAFHAAE
X TARGET® RECOM Ao
A7} Bz Zloltt. 2(8) A
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MRLAD} HBYEY MEBRAY U oj2Tt 520 Bet A7

, )
o FABAVL BEAE Aoz JdH}, vpx g}
]

2 Sh AR 7R BAAR 47
A= EF8ta, o] SA|7t FAFHIA S 2
Aohe dol Slo] BRIt nXe s dol
FHQ dFgFe = 7 deA T sk,
TARGETZ} V/P% RECOJ\M AT E A
&g A Aotk 4 (9) 4] 7+t 1?37}21337}
nYgoRRE A% 7Htﬂ V/P 7t s e Aol
Aty o5 BF shue A4 x3 l% ¥

T+ e v‘f‘xﬂﬂ opld  erg 2 (9)d
ME FAHEEA (principal component analysis)
< &t F29 ME V/PE9 9% (principal
component; V/PFAC)S AF-EA71e] oldd=
A7} Azt Juel e 2 Agaqrt.

3.2 o[YoliEx], SEFI} A
oj2f 7t o SHof| Chet 24 2

ol

L)
-\
>,
1o,
4
19 =
i
o
lo,
=
o
L

7] 2] .

I8N0 FEHOR AeE BANSFES
F4598d 9P vt YHEoR L
A@d & Eolvt. ey A2 weH(BETA

Fama and French 1993), 7197=(SIZE; Amihud
and Mendelson 1986), A57Fx ] A|A7F=]H]

%(B/M; Fama and French 1993), FAul&
(D/M: Modigliani and Miller 1958), 71939
HIAAA 919 (IDRISK: Malkiel and Xu 1997),
a2l gdelele] ¥Ed(OIVOL; Barth, Beaver,
Hand, and Landsman 1999) o] dgdd&x]2
A AT 5 AT FouA S At
7] gk FAAQ IARY S tho] 2(10) ~(13)

o 2o BE FARFe tele] FA5 8 o
w2 el WEAe Ak fet] dxd

gzl A grieE Frlesid.

AF-EA VR AlFste ol dd S|, FEFTL
ae)a FAFAAAS o] g3t e F4 o RET12 = By + B1V/P + B:BETA
5 d3F F eA A5 A8k 459 + BsInSIZE + BunB/M+ BsInD/M
E(RET12)E £&A42 sta AFEA7IES] & + BeIDRISK + B70OIVOL + Year and
FHHES SHHTE e THIAEAY (rank industry dummies + ¢ (10)
regression) < AAlSITH SAAG @ Eoh &
10) FAEENLS A2 EZsi #AlE] e of SHUFES 2 /9] SHAA A2 FAE HFRE b = FAUHe
D}%ﬁl‘ﬂg‘*“ﬂ’ﬂ g3l A SEste o de *"“% & ek (el 2001).
11) & Q7oA A8 93849 ﬂﬂﬁ] ﬁ?‘j“"ﬂ AHEE 71FES A9 Wge] 7] o 10719 aFeR vyE H A
9 aFH FHele aFS 44 Al gk iElﬂ TAYE W] F2] $AES oJu]dit), o]d] g AAIE A2 Rajgopal,

e}
Shevlin, and Venkatachalam(2003)2} Abarbanell and Bushee(1998)9] 45 1 A.

12) WrLEe] AFYL AAN

F#(UnSIZE, InB/M, InD/M)& AH-4-8%itt.

ZASHAT 397 A1z 20104 28

Aated QT R(SIZE), FR7Hthe] A 4712 v &

(B/M), 28]x FAu&(D/M)- 2+ A
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RETI12 = By + BITARGET + B2BETA
+ BsInSIZE + B4InB/M+ BsinD/M
+ BeIDRISK + B7OIVOL + Year and
industry dummies + ¢ (11)
RETI12 = By + BIRECOM + B2BETA
+ B3InSIZE + BuInB/M+ BsinD/M
+ BeIDRISK + B7OIVOL + Year and
industry dummies + ¢ (12)
RETI12 = Bo + BIANAL + B:BETA
+ BsInSIZE + B4InB/M+ BsinD/M
+ BeIDRISK + B7;0OIVOL + Year and

industry dummies + ¢ (13)
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o &, BxF7E, FAFHYA, a8 A
¥ FnGuideZ%FH AHEst, 1 o9 A5
EE52 KisValueIZ2%H 2t=319 . Yo, =

wel fi7tsdards ZagAdd A3E 7Y F
e 9HAES wHESE V|YES HF BEoR
akska =g
(1) FnGuidedlA AFEA7LY o] 24, &
E77F FAFAYA 9 FHEE 78 5

(2) @E=2EH 7P B KisValuellolA A5

A2E 78 4 e 719

(3) A=} 12982 FRY = 7Y

(4) 34T &34 &= 714

(5) AHIA7E 5ol obd 719

(6) o]l FA Ag7t &0 obd 719

(7) 719714 F4 9ol ol opd 7]

21(3)& Y T E A5 93 IAEH
& Bt P or by YA =YHUL
n, 4% AFARY oF-FAA o] 3YTolg=
e Ackste] AFEA7 9bgHl 3 F7AEE
d 498E 7R FESGT 2Ad)e =
Tl &3te 7195 AR BE 4 Sol 4|
A3 Aolshy] wEd =sjEden, 24(5)e 2
23440] € 719]e] F AFEATE 2ok B A
o7F BT hsAel 7] Wi A8HAd =
74(6)3 0JEE 4 PEGEE S o4 of a4

QA &r1ole] 4FEY] AEE flste] o 27io]

t} (Gode and Mohanram 2003). =7
2 A<l ajMo] Brbse &9 7197k F
Ast7] g 2deltt, A7d 21E HEATE
% 40571 719 o25H 4HEd 20019%5E 2006
W7kA1 9] % 1,08870¢] dHolE7l & AT E4 4|

A

7

~—

2

o,
12
tlo rlo

2

HASATE H39A AM12 20104 28



MFEA7L HSYES dzaeid o ol2fFot o Fof 2at A7

AgE9n
V. &5Zat

4.1 71ESA & AEpis 24 2

T A7l AHgE T8 W] TIsEAEE (R
1><>ﬂ Ueh %lv}.”)

(F DA B gdejole|ng me Zajo|o %
2g% olgstd 73 F7HE 19 FHY
(V/Pel&)e] Hito] 1H 2 gkd& & 5 sdvh
ol ARz § ZE 719 tste] 3%
Aoz A8He /el ofstd 71947 F4 9ol
Awtd o sjgrd 7hsA ol 7193} 8
T AANH R V/Pgo] 5EFE(AETE) WA
o F7P} Hag7HEE o Hejalra sk
V/PRIET BR37Y, FAFA B vlge £
A gt ARdAE dsste 5 A7
2 e o, 2@ /e B T A
T Agol obrdl Y-S vAA gEnt

&, F7F ai¥] FRF7HTARGET) S| Bt
1.272% ol =9 AFRA7bSo] d=71d 50l

g0

Bt 2T% = A%7tEo vk Adsta Je=
ofm gt ?x}%ﬂ% RECOM)Ql e 3.674
2 3T AR Ae
Hr} ol 6}3 = RE OL'/F%]\ colge &

Ateel des

S }9} .”_/\]-3}]31 & Al AHE 7
IS uns}oq Bt T8 AFEAIFS0l PR
g AZdL sl Aoz L}E}”E}

ol& FHATE Ueh L et

A, Y Fojold B oA AEH V/PHE
(Vare/P, Va/P B Veve/P) 548 23]
RN Az VPRI (Voy/PY Vere/P)E
e 747t =& AuAAE #EdEe ‘ﬂ(ZV—,
0.834~0.985 % 0.992), A& & Rgo=zi
H 228 V/PHEE AloldE & %1%}74]7} +

A% AtH0.593~0.654).

V/PRlEE BXF7HTARGET) Atolelle 0.213
~0.387 A& H(+)9 FHBAV BHEHNC
o, FEF7HeE FAFRA (RECOM) = °k(+)

o] A#AA(0.362) B}, o}y V/PH &

B FAFHAH Abold® Viyy/PE A e
BE e F(+)9 FEEA0.158~0.221) 7k
#ZEA =, ole "= AFEALE Ao

Aelol 9| RS ol §3 V/PH &3} FAFH

Felap e

2], & dAFedA o] &g oAl 7HA 9 71997HA %
ulgto 2 }\]'E?ﬂ' 7Htﬂ V/PHIEEZRYH F4
Ng %ﬂoﬂ & FHEA V/PFACYE

+)e] A

13) S2A9] 535 FH2gsly] A ZE
At
14) V/PFACS frgk& 3.9910]m

ZASHAT 397 A1z 20104 28
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&1 7Iz8A

Variables MEAN Sfji 1% 5%  10%  25% MEDIAN 75%  90%  95%  99% Obsljf‘;aiifons
Ve /P 1953 1.150 0433 0.685 0.824 1.133  1.699 2419 3.454 4.376 6450 1,088
Vanr /P 1580 1.050 0281 0439 0530 0855 1289 1989 3.017 3959 5314 1,088
Vi /P 2.028  1.267 0293 0.645 0.781 1.153  1.741 2492 3.679 4654 7.233 1,088

Vo /P 4.311  3.885 0.372 0.806 1.204 1.843  3.151 5313 8.661 12.022 23.091 1,088
Vese/P 8552 8.256 0.251 0.645 0.917 1.465 2593 4451 7.173 10.543 18.423 1,088

TARGET 1.272  0.262 0725 00935 1.007 1104  1.229 138 1.598 1.764 2.308 1,088

RECOM 3.674  0.349  2.64 3 311 3.465 3.77 4 4 4 425 1,088
BETA 0971 0373 0.175 0379 0507 0.710 00957 1201 1457 1658 2002 1,088
SIZE 934 2637 17 27 36 61 152 470 1,832 4,288 18,224 1,088
B/M 1420 1125 0.193 0315 0418 0.642  1.090 1.828 2.880 3.655 6.207 1,088
D/M 1407 1.901 0.042 0.112 0.163 0.353  0.757 1545 3.191 5.142 11.863 1,088
IDRISK  0.027  0.021 0.005 0.007 0.010 0014 0021 0.033 0.052 0073 0.124 1,088
OIVOL  0.036  0.027 0.005 0008 0.011 0018 0029 0046 0.071 0.089 0.162 1,088
RETI2 0280  0.626 -0.577 -0.407 -0.324 -0.149  0.124 0.523 1.097 1.457 2905 1,088

NUMEST 7.423 5585 1 1 1 2 6 11 16 18 21 1,088
EPSI/P 0.167  0.099 0035 0059 0074 0.102  0.144 0206 0281 0.348 0481 1,088
EPS2/P 0.199  0.113 0.053 0.077 0.092 0.122  0.177 0.242 0.328 0420 0.619 1,088

(F) Varve/P, Vei/P R Vane/P: Z42F RIVC, RIVI 2 RIVG 719737128 02 5E =249 71971 3325 dAF7E Use @, Voo/P 2 Veee/P: 7

Z} 0J¢ PEG 71979712 c 25 e =249 797K F42E8 dAF7t=2 Ve &, TARGET: A

==}
LRR

Wt AZE BRI B (6712 @

e AAFIE Use &, RECOM: AF-2A7E] FAFHIA (1 = Aoz, 2 = vk, 3 = B, 4 = wjs, 5 = Z¥u|s), BETA: /W87 3
7 607/ d 3] (H & 307M9) d FAFES D AFFA B JATAI 22T e, SIZE: 719 SAte] A7 (291 A9), B/M: 71949
S ARIAE AT E e 3k, D/M: A9 RIS 719 Ak A E U @, IDRISK: WEHS F45H7] 98 A4 2ake] 24T
OIVOL: Aol At 2 Bt AFAE7E e 719€ ez AE7|el 347 59zt 9dolde] 2d48 JaAe 2 Wie 3, RETIZ2: AFE47F
o eofgRIt FAE ARTE FF 1d T4 A 719 F49 #4E, NUMEST: 9 719l sl 719N E AFste AFEa7te]
EPS1/P: AFEA71e 19 F oo SAE AAF/ER Ve ¢, EPS2/P: AF2A7He] 2d £ o] &2 & dAF7IE Ue .
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MEEA HBHES MEmY U oliF} ool BEt o7

(£ 2) 72 H=2| Z|oje J2le

Vie/P Vet /P Vawe /P Vor /P Vegg /P V/PFAC TARGET RECOM ANAL  RETI2 BETA  InSIZE  InB/M  InD/M IDRISK

Vn P 000
0985 0.8
Vo /P (0000 (0.000)
0641 0593  0.653
Vor B 00000 (0.000) (0.000)
p OB 0FB 0% 0%
P 0000 (0.000) (0,000 (0.000)
0934 0875 0929 0863  0.864
VEFAC 0000) (0.000) (0.000) (0.000) (0.000)
038 0213 0387 0824 0318  0.366
TARGET (0 000)  (0.000) (0.000) (00000 (0.000) (0.000)
pcoy 0T 003021 018 0162 0168 062
0.0000 (0.449) (0.000) (0.0000 (0.000) (0.000) (0.000)
oo 9L 085 089 08T 088 0990 0480 0261
(0.000) (0000 (0.000) (0.0000 (0.000) (0.000) (0.000) (0.000)
g 0219 023 019 0182 0195 0230 0065 0010 0207
0,000 (0.000) (0.000) (0.000 (0.000) (0.000) (0.081) (0.736) (0.000)
gy UF0 04O 091 0314 0290 045 0068 0019 0376 0056
0.000) (0.000) (0.000) (0.0000 (0.000) (0.000) (0.026) (0.010) (0.000) (0.063)
e 04D 03B 04T 0307 029 0397 00 0054 04T 008 0.0
0.0000 (0.000) (0.000) (0.0000 (0.000) (0.000) (0.000) (0.075) (0.000) (0.364) (0.225)
ppar 037 05T 048 020 0259 0462 0206 018 046 0176 0207 031
(0.0000 (0.000) (0.000) (00000 (0.000) (0.000) (0.000) (0.000) (00000 (0.000) (0.000) (0.000)
popr 040 0430 030 0L 035 048 015 006 0416 020 00T 0142 072
0,000 (0.000) (0.000) (0.0000 (0.0000 (0.000) (0.000) (0.044) (0.000) (0.000 (0.01) (0.000) (0.000)
puge 00 00T 0068 0038 0047 003 0180 0081 002 0131 0211 028 00 008
.07 (0.004) (0025 (0213 (0123 (0.363) (0.000) (0.008) (0.086) (0.0000 (0.000) (0.000) (0.017) (0.558)
gyo, V09 0149 002 0071 0060 0089 005 0063 003 0065 0201 0057 0377 0415 0234
0,009 (0.000) (0169 (0.020) (0.049) (0.003) (0.082) (0.037) (0.016) (0.03) (0.000) (0.059) (0.000) (0.000) (0.000)
ObN?‘ of 108 1088 1088 1088 1088 1088 1088 1088 1088 1088 1088 1088 1088 1088 1,088
servations

X

) V/PFACE FREENCZE &8 Vawe/P, Vet /P, Vave /P, Vos /P, 283 Vpge /P %S UERll= Wgoln], ANALS FAEEH R 553
57FA V/PHl&, TARGET 2 RECOM®| F4¥< Jehje ot

2) InSIZE, InB/M, InD/M2 %7t SIZE, B/M, D/M®] AAti3ts UehliH, 1 9] M) Fole (R1)+ Azt

3) T3e 4449 p-values 9|3t}

(

=
e
(=
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V/Pa&(V/PFAC 2302k mlgl| 3719 8(RETI2)
o] FBAGFE 0.1829014 0.2347HA 2 5 B4
Ao & freJstglon, ol V/PHlEo| | Tk
g5 o= mowﬂ AHE F S ofm) g
o 2ev, 2377k 1Y FYER £00)9
BHAAE Bolx lon, FAFHYHAL v
M ED AR fofdt ARTAE
AA &tk ey, V/PRE, BRFF R R
A4S ez & FARLENS 53l
AR RN AFEA7PL Al Fshe
Hol g4x2 AMSH ANALY' L 17
T frold F(+)9] BERA0.207) 5
O 2 Yepytth a8y, (E 2)d B
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L ZRF7L aea BASHAY A5

AZ) A8 dFAARNY ABE

& AFEA7 o] SA]q 7]nkgt
%ﬁ%—ﬂ(TARGET)?u A5 BAA
1 itk old wam,
°ﬂ ofgt i V/PelE
V/PFAC7} S5 BERFbe
WA (43 4.69~16.52) 5 7}
et ole AFEA 7R o] S
AEg 7197 g BE257
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(£ 3-2)& 5XF7HTARGET) S FAFH)A
(RECOM) 7te] “dzae Ao gt 37184 A3
et glem, dxF7td Hla BxF7it
STE(HESTE) viF(e)d FAFHIAE W
% AZAIE HolFm vh(tgh: 12.70).

3-3)& AFEA7LY o] FA]of 71 ks
V/PAl &3 A5 (RECOM) Aol 4
Ql FHAA] tt AN 275 ez ¢
g, o8 7k V/Pul&(V/PFAC %) 2% T2
FAAAT Fof et k(+)9] FAA (1gh: 2.12~
9.29)2 7N & Ao Yehgtt. o3 A3t v
9] AFEAFE AR Foo] By S o] &3
V/PRl &2 FAFA A Alold & ()] AR
T2 folelA] e AAIAE HojF A Bradshaw

E

—

[

0, EN
1r ot

AT

=i

15) ANALS] 3t 4.213¢19, V/Pl&
& gugn

U4 B9l A ATRAPE ABE AdEaEan 5
SRS oo Sl Ao ot 2

S NG/ AFH oz dasly 9= Aoz Holt),

i Amite

—
D
=

44

#7h 9 BARRe

A BFe K)o AAAAE 7 FE X9 60.2%

7 F

AR A3 miage, AEaFERErIsE 5
add JrENTlER 2

95
£ dofolelza 5

A A5t ®39A ®M1E 20104 2



ML} HBYES EURAY U 025} 520 Vet AT

-Hm
>
ol
ra
1o
™
1o
0z
ol
=]
0
0x
=)
=
ot
Job
M
i
1x

(E 3) MFEM7Ie] o|oiEx], 5757t &

(% 3-1: 4(6)) TARGET = Bo + B1V/P (V/PFAC) + Year and industry dummies + ¢

(& 3-2: 2(7)) RECOM = By + BiTARGET + Year and industry dummies + ¢

(% 3-3: 4(8)) RECOM = By + B1V/P (V/PFAC) + Year and industry dummies + ¢

(& 3-3: 2(9)) RECOM = By + B1TARGET + BV/PFAC + Year and industry dummies + ¢

(E 3-1) MEEM7Ie| o|doEx|et S HFTI| ASnEY
Year and
Intercept  Vae/P Vet /P Veve /P Vos /P Veeg /P V/PFAC  Industries | Adj. R2 N.
Dummies
Coef. | 0.885*** (0.112***
Included | 0.231 | 1,088
t-stat. | (3.80)  (16.52)
Coef. | 1.113"** 0.085***
Included | 0.124 | 1,088
t-stat. | (4.49) (10.41)
Coef. | 0.910"** 0.100***
Included | 0.230 | 1,088
t-stat. | (3.90) (4.69)
Coef | 1.271%** 0.024***
t-stat. | (5.23) (12.07) Included | 0.151 | 1.088
Coef. | 1.268"** 0.028"**
t-stat. (5.21) (12.02) Included | 0.150 | 1,088
Coef. | 1.221%** 0.120%**
Included | 0.211 | 1,088
t-stat. | (5.21) (15.47)
(E 3-2) MEEA7te| =TIt FAFHAS] A5y
Year and
Intercept TARGET Industries Adj. R? N.
Dummies
2.870%** 0.478***
Coef. Included 0.179 1,088
t-stat. (8.89) (12.70)
AYSIT ®i39A M1= 20104 2¥ 45



A

(E 3-3) MFEA7t2| o|foiFx|et FAFMAAS| dzrdy

Year and
Intercept  Vene/P Vet /P Vi /P Vos /P Vewe /P V/PFAC TARGET Industries | Adj. R*| N.
Dummies
Coef. | 3.180*** 0.080***
Included | 0.111 | 1,088
t-stat. | (9.51)  (8.20)
Coef. | 3.451%** 0.024**
Included | 0.059 |1,088
t-stat. | (10.06) (2.12)
Coef. | 3.156*** 0.080***
Included | 0.126 | 1,088
t-stat. | (9.53) (9.29)
Coef. | 3.466*** 0.014***
istat. | (10.95) 5.11) Included | 0.078 | 1,088
Coef. | 3.461** 0.018***
tstat. | (10.95) (5.40) Included | 0.080 |1,088
Coef. | 3.431%** 0.075"**
t-stat. | (10.24) (6.83) Included } 0.095 11,088
Coef. | 2.889*** 0.022%  0.443**
Included | 0.181 | 1,088
t-stat. | (8.95) (1.93)  (10.67)

(FD) AL (E D 2 (F 2)E Fxdrh

(F2) ™, ™ "2 AR CE A 1%, 5%, 10% T BAH R Fol3dE ot

(2004)¢] AT A3}e} ubs] = Aoy P 4.2.2 o] FA], BxF7t 2 FAFAAY
npx|uko 2 BRF7HTARGET) 9 V/PFACS % nlef 7t o S ek 3454 A

A5 (RECOM) S AR FAd 12 st

AN ExF7I8 V/PFAC 2% FASA] (E HE 210)~13)el Azt AFE47t

A3 fol@ F(+)e ABWAgt 47 1067 7h Ageke OI‘MHXI 2E37} aga BAS
21932 /ME Ao et AREAMEY A9l AU AFUENE FAG A%

FAFAYAS AusEY dof olddZAel 24 AP FA9 G 19 FUAe] FA5YEE A3
@719 el BEFL WAL GRS 4 UEA d¥e] U@ AANRY 2uE welFa
A4 37189 A9 e WD dga AeEn. 9

17) Bradshaw(2004)2] A2z} gt

H ASANE 2FH o)f2e 4 199495FE 199897419 =79 S BEOE ARG
Bradshaw(2004)¢] 977} #tojo] —‘.E =

4 59 HA 719797 RG] off dntslEA] ek AVIE “EH%QE EJ_ 71

B £ A0 olel AR} 25 SAsY 2P 48T 2 4 ARl 71 AFEALe)
By 5 ARRAPL ATHE Jue) GRE AIAL A% a9150] 1994A%E] 19984A1e] vi7] 24823 20019

A0 200604l 9] A48 o] A2 Ak U1 WAL A S5 o ole] A A2EAL 5 B 9
& Yol BAIZ 19984 o ¥l vla/del e SAKF AN 5 $5977} 888 Aoz BuEn,
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(E 4) MFEM7LS] o|oilEx], S737t & FAFMAA o257} oS3l st

A
~

q

(2(10)) RET12 = By + B1V/P (V/PFAC) + B2BETA + BsInSIZE + B4lnB/M + BsInD/M + BsIDRISK
+ B7;O0IVOL + Year and industry dummies + ¢
(21(11)) RET12 = By + B1TARGET + B2BETA + B3InSIZE + BalnB/M + BsInD/M + B¢IDRISK
+ B7;OIVOL + Year and industry dummies + ¢
(#1(12)) RET12 = By + BIRECOM + B:BETA + BsInSIZE + BsInB/M + BsIinD/M + BsIDRISK
+ B7;O0IVOL + Year and industry dummies + ¢

(21(13)) RETI12 = By + BIANAL + B2BETA + B3InSIZE + B4InB/M + BsInD/M + B¢IDRISK

+ BrOIVOL + Year and industry dummies + ¢

Variables @ @ ©) @ ®
Intercent -0.282 -0.215 -0.301 -0.220 -0.235
ntercep (-0.51) (-0.39) (-0.55) (-0.40) (-0.43)
Veive /P 0('5 (ﬁ;)
0.100
Varn /P (0.91)
0.194%*
Varra /P (2.57)
0.115*
Vos /P (1.78)
0.146*"
‘/I’EG /P (231)
-0.078 ~0.109 -0.074 -0.111* ~0.100
BETA (-1.19) (-1.39) (-1.13) (-1.77) (-1.60)
0.245%** 0.201%** 0.244%%* 0.211%** 0.218%**
InSIZE (3.62) (3.02) (3.63) (3.26) (3.38)
0.035 0.042 0.063 0.095 0.098
InB/M (0.44) (0.45) (0.79) (1.21) (1.25)
0.376"** 0.409%** 0.380%** 0.382%** 0.372%**
InD/M (4.88) (5.27) (4.97) (4.84) (4.75)
-0.115* -0.107 -0.117* -0.106 ~0.109*
IDRISK (-1.78) (-1.65) (-1.81) (-1.65) (-1.70)
0.108* 0.127* 0.109* 0.131** 0.128**
OIVOL (1.70) (2.00) (1.72) 2.11) (2.05)
Year and iz?dustry Included Included Included Included Included
dummies
Adj. R? 0.272 0.269 0.272 0.270 0.272
N. 1.088 1,088 1,088 1.088 1.088
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(E 4) MFEA7Ie| o]0l =A],

SEFIL U SAFHIAL 02Tt 5| Chet SFHEY (A1)

Variables ® @ ® ©
I toreent 20.295 0127 0.211 20.282
b (-0.53) (-0.23) (-0.38) (-0.51)
V/PFAC 0é2657)
TARGET (_ 01' 01677)
o
0.190"*
ANAL (2.45)
0.052 0152 -0.155™*" 0.079
BETA (-0.74) (22.62) (12.68) (-1.21)
0.246*** 0.159** 0.203*** 0.243%**
InSIZE (3.67) (2.45) (3.19) (3.60)
0.048 0.093 0.103 0.058
InB/M (0.60) (1.19) (1.31) (0.73)
0.351%** 0.435"** 0.420*** 0.365"**
InD/M (4.41) (5.86) (5.65) (4.65)
0.115° -0.100 0.110" 0.113°
IDRISK (-1.78) (-1.55) (-1.71) (-1.75)
0.104 0.144** 0.138*" 0.111°
OIVOL (1.65) (2.32) (2.22) (1.76)
Year dagrglé?e%ustr Y Included Included Included Included
Adj. R? 0.273 0.269 0.270 0.272
N, 1.088 1.088 1.088 1,088

(F1) Mg e (R]) 2 (F2)E Fxdt
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Relationships among analysts’ earnings forecasts,
target prices, and stock recommendations,
and their abilities to predict future stock returns

Seung Min Cha* - Yong Keun Yoo™*

Abstract

This study examines the relationships among analysts earnings forecasts, target prices, and
stock recommendations as well as their abilities to predict future stock returns in Korean
stock market.

Sell-side analysts are considered as the most prominent information intermediaries who can
contribute to the improvement of stock market efficiency. While sell-side analysts provide
detailed value relevant information in their research reports, investors may focus on analysts’
summary information, such as forecasted earnings, target prices, and stock recommendations,
for their decision making. Thus, it is an important research question whether those three
summary information can enhance investors efficiency in stock valuation. Although those
three summary information should be provided systematically as a precondition for such a
role, it is not guaranteed if analysts behaviors are influenced by some incentive factors, such
as the need to maintain good relationships with managers or the performance evaluation
criterion based on stock trading commission. Furthermore, Bradshaw (2004) also concludes
that analysts earnings forecasts and their stock recommendations are not positively correlated
with each other in the U.S. stock market. Thus, given that information environments for
analysts in Korean stock market may differ from that in the U.S. stock market, it is an
empirical question whether analysts three summary measures are positively associated with
each other in Korean stock market as well as whether those three measures can indicate

investors’ mispricing of stocks in Korean stock market.

* Doctoral Student, Korea University Business School, Seoul, Korea
** Associate Professor, Korea University Business School, Seoul, Korea
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By using 1,088 Korean firm/year observations between 2001 and 2006, we find that analysts’
earnings forecasts, target prices, and stock recommendations are positively correlated with
each other, which is contrary to Bradshaw (2004) who fails to report such positive correlations
in the U.S. stock market. Furthermore, we also find that those three kinds of summary
information provided by analysts can significantly predict future stock returns in Korean stock
market. These results indicate that analysts in Korea may be able to enhance the market
efficiency by providing investors with appropriate information through those three summary
measures. Our study may enhance investors as well as researchers understanding of the
usefulness or limitation of analysts summary information in their role to improve efficiency in
stock valuation.

Key words: Analysts earnings forecasts, Target prices, Stock recommendations, Market

efficiency
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