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S0 AR EAEFTLEYE G (PVOL) 2T 358 27620 = °' > R 4 f T35
Bz 2%t HF %R K P A (AEARN) 2. T 3585 03121 ~ » &+ & 5 41.9306 ~ >
Akl B S —14.3028 A o 2 P -1 W F LR G § & (BY) T ¥ i 184540 & 0 &+
® 3152248 ~ > @ &/ B 5 0.1243 =~ -

® 1.

RESERAEREE

R Fi91E

R SHEE HWAE U

F—ity - ERHEE MR R TSHE

MVE, 38.7811 24.8999 50.2749 669.9960 0.6779
Asset"™ 36.0043 26.1653 51.4070 846.1045 0.8484
Debt, 9.1822 5.6599 12.2587 155.6782 0
PVOL, 2.7620 0.2012 26.8999 665.3894 0.0000
AEARN, 0.3121 0.0561 3.0711 41.9306  —14.3028
BV, , 18.4540 15.6930 11.9281 315.2248 0.1243
AEARN, 0.3179 0.1473 2.8185 259369  —-21.0138
5B - B EHEE A LB R]SRME R B

log(B..) 0.7083 0.2080 0.3867 0.9415 —1.8037
log[1+(D/S),] 0.6777 0.6258 0.4409 3.9356 0.0128
log[1+(D/S);"™"] 0.7083 0.6492 0.4521 3.9360 0.0194
log(Bui) —0.9091 —0.7423 1.1187 1.6429 ~5.8363

At UROARE B R A =1,981 0 BR AR =459 B BT - TUC
R ¢ MVE, © i AN EIER WG RRERS TR 5 Asser™ : i AFIHS WS IGIRBR A A M - IEREERE
FENN 8 SR B O P RE B A AT IBR B B (6 5 Deebr, * 1 2RSS ¢ WA B 5 PYOL, & i (XIS ¢

TR R EEGHIELE 5 AEARN, i NS « AR &R 5 BV, + 1 NF1EE - 1 WS e
WRIAIEAE 5 AEARN, , @ i NFEIE -1 SRR T BER 5 log(BL) ¢ i AFEIE + WIAMRRBSE B AR EE
log[1+(D/S),] + i AT 91 (1+ ARSI BUEREE 5 log[1+(D/S),"™] « i TR ¢ WiFass
FHEERNMERZ (1+ ARERERLL) TS REEG log(Bu) + i A FIEE JHMARAT SR MBS SR8 -

VR EEHE SRR (PVOL) Z AR Ry 655.3894 (FEIE (8033) K 97 4E) » FFF2 (8033) AEAHARM
WE 6 EERHEA 4 FRZ PVoL BERA » f/MEFy 0.000018 (HREE (2546) K 100 A B HhaR M E
HBEAKREXHERSMERBEERES —F)  ASURCNERE &R EI TRURE 28T - AR

AL EREH

ZA
A ©
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FW R EAEE AR R A AR L RESER R P LWL KRR A
BB LGS RBID 1o B Y
3518 (0.7083) B >t A& B Y iﬁﬁ_? &2 f

219 R omMesahbd i fRESY - BEFERFLZ r;
o

e Fisz f FHE e 1185 Al T
FHEE e 118~ R ¥licz T35 (0.6777)

4.2 SRR

25 A S AR R AP M Gl > f4EL 2T % 2 Ml & Pearson 4p
M %#ico -+ % Pl 5 Spearman fA M Gilce d A 2 E - WAz FRY LR FLY
O (PVOL) 2 & R Hc ApMARIDA R » T30 HF L ph - F MY R F L)
f (PVOL) & = %A £ % & (MVE) Spearman 4p B % #cid 0.49381 Pearson Ap B i
b LR E R Fla AP M GH T 0.05521 0 fe v AR BFR AR ot E L
B ¥ FA (AEARN) &2 5 48 5 3 & (MVE) 2. 4p B fadictn & ~ » £ 0.62659 (Pearson) %
0.34241 (Spearman) « # 2 % = 384 ¢ > f GHREV EAFFFREFTFT AR EAFE
105 R 2 4P B % #c® i 0.98890 (Pearson) 2 0.98579 (Spearman) » 57 AL HRADE
M FRFFTACEHE G FLIRETRL A L o b AR T Y iﬁ?A~
L & btip%ff %7 E‘ f’% LS SRS WL 2l 5 - ) &K" Bt {P-ﬁ NEF

x 2. RESHIERFRERERE
F—ibtr  EEHEEA [:;%\ﬁ:Zrh%nﬂf

MVE,  Asset™  Debt,  PVOL, AEARN, BV,., AEARN,_,

MVE, 0.81311 0.54173 0.49381 0.34241 0.82896  0.30463
<.0001 <.0001 <.0001 <.0001 <.0001 <.0001

Asset!™  0.77951 0.81424  0.57631 0.06377 0.95178  0.10579
<.0001 <.0001  <.0001  0.004 <.0001  <.0001

Debt, 0.37976  0.74594 0.42898 —0.05753 0.71349 —0.01136
<.0001  <.0001 <.0001  0.0104 <.0001  0.6135

PVOL, 0.05521  0.23485  0.28705 0.05759  0.53596  0.08176
0.0140  <.0001  <.0001 0.0104  <.0001  0.0003

AEARN,  0.62659  0.27659 —0.10181 —0.05494 0.02354  0.61078
<.0001  <.0001 <.0001  0.0145 0.2950  <.0001

BV, , 0.85718  0.90305 0.53169 0.09818 0.35084 0.10602
<.0001  <.0001 <.0001 <.0001 <.0001 <.0001

AEARN,_, 0.65336  0.37094 0.03830 -0.06756 0.64578  0.48236
<.0001 <.0001 0.0884 0.0026 <.0001 <.0001
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FHE - B EHEEA BRI SRR < B

log(B.4) log[1+(D/S),]  log[1+(D/S),"] log(Buir)
log(B.:,) 0.05258 0.04474 0.26519
0.2609 0.3389 <.0001
log[1+(D/S),] 0.08392 0.98579 ~-0.31524
0.0725 <.0001 <.0001
log[1+(D/S);"™] 0.06648 0.98890 ~0.32674
0.1550 <.0001 <.0001
log(Bui) 0.28851 ~0.19444 -0.21192
<.0001 <.0001 <.0001

3 HEMEA R 5 R Pearson FHBEGREL - 45 _E 5k Spearman FHBHREL ; BEAREL ¢ B0 EAREL =1,981 5 B
AR =459 » 502 B ToC -

CEEBEREE © MVE, © i NFIE ¢t RS T 5 Asset;,™ 1 i NFEIEE t WIS BEE B FARBRERERE
FENN /8 ST B i AR AE IR S Al 5 Debr, & i INTIER t BISIRT B&(E s PVOL, : i NFIE ¢
G E G AME 3 AEARN, @ i NS « G SERGR 5 BV, @i ONFEIE (— 1 Hig AR
WRTEIEIE + AEARN,_, © i TS (— 1 SRR HAIER © log(BL,) © i AN FIEE ¢ SR BBS B AR B
log[1+(D/S),] + i AFIE t 1 (1+ EfEMERSEL) BUEREIBL ; log[1+(D/S),"™] + i AFIES « WiFHHE
HEHEBEMUBE (1+ AEREREL) BUEREIE log(Buy) 1 i 28 B15E HTMERE A 2 M0 R RS S AR 8

4.3 VAR
23LAH oML FERFT AN G HEmR R REr P ETKGEA
KREMEREZITRE > 2 TR EKEA S HMBFLA BB L P E RS
ZEFE A RIANFORLETRPM o w3 sl (A (D)2 Q) H
Seemingly Unrelated Regression (SUR) fz 3t o d £ 3 % - Mix & L REHA 2 F H 2
Skawm - 2 ERB Y FAR (AEARN, ) &2 A E 5 R F ¥4 (AEARN,) 2. #F F 15
BELAPM o G#ci 07309 @ s - W2 E R EEG BB (BY, )2 GEkE L HE
0.0093 » #-3] (1) * L & ¥ F4 (AEARN, ) B & % F ke § & (BV, ) 2 H#> »w &
B2 R R oo T A3 H SN EAY > FRESE T RDFELT AR
(Asset;™) 2~ %l (B) B F 5 & (1.4414) > 53 L f f % ¥ (Debt,) 2 ¥ (B,) 5 B ¥
£ 8 (=0.9160) > ¥ & %R ¥ P4 #c (AEARN,) 2 48 (B,) B ¥ 5 1 (9.9127)» = 7
Rl Gl e BAR R ARRE Y - e
FPHIF Ao o R FRat (G (TPEFERFE94 7 PYOL,) >
3HE-MAFHREFFRERYERF L) G RE(PVOL,) 2 B8 (B,) 5 8
f B (—0.8662) - 7 & 7 B2 28 ROC GAAP 2 7. {7 US GAAP 2z P 7& &% i+ #fe f
R RFERFERTREF R YERFLNEAT AL RIIRETEYA KR
BR G ERFTAIPRFERFEGEF(PVOL) FF L 5 ¥ 2 Faks §
2 A FREEFAFFIER I T 2P ERFF AL L AR P S
Eimﬁ%ﬁwMoJ’aalzﬁﬁ%%&wwéﬁﬁm’H%ﬁ%%wﬁﬁu
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YERFTEHFT WP 73 FrI+4E 4 (Bowman 1980; Dhaliwal 1986; Imhoff et al. 1991,
1993; Ely 1995; Lim et al. 2003; Ge et al. 2009; Dhaliwal et al. 2011) - 7 % HFu 5 § ¥
RFFACEREIR I GP2 G BAFTAIRANRT I FLRYE- Ko

k3 EXRHEEMBBZHGTEESER —MRXLMERERRERTR

o8

Bl BhREAR R

12 11
AEARN, = 0, +o, BV, +w,  AEARN,_ + > a,-D,+ > 7,, Dy, +e, (1)

Jj=1 Ind=1

B2 FEEBTT SR RE DAEE t {8

HEIE ? ~1.3966"" 0.5332 -2.62
BV, , + 0.0093™" 0.0025 3.76
AEARN, + 0.7309" 0.0224 32.69
JEER R 0.4336

5 ERhY - BHERA
MVE, =B, + B, Asset!”™ + B, - Debt, + B, PVOL, + 8, - AEARN,,

12 11
+> @, D+ D Vi Do +e, )
j=1 Ind=1
B FEEBTT S RE FAEE t{E
HEIE ? —0.2699" 0.6603 —-4.09
Asset;™ - 1.4414™ 0.0320 45.11
Debt, — —-0.9160"" 0.1030 -8.90
PVOL, — ~0.8662"" 0.2633 -3.09
AEARN, + 9.9127" 0.2458 40.33
FEER R 0.8153
FRES = ST pfE
B,=p; 0.9547
AECREARE =1,981 0 " BT RRIREREEE KHERy p<0.1 » p<0.05 * p<0.01 °

*SEEERI  MVE, @ i /8T ¢ W RERS T E 5 Asset,™ + i NFISE SRR BB ESE  ARGBEERE
FEN & SR S i TR AR S & 5 Debt, : i NI ¢ W GTE&E 5 PYOL, @ i NFEIH ¢
SR ESEHESRIAE 5 AEARN, i NF]5E WS E AR 5 BV, © i NFIE — 1 gLt
BRIAIEIE 5 AEARN,_, * i ZNF]5 1 SR M RS -
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&”’ﬁ%ﬂﬁ?‘%*%ﬁﬁ?bﬁﬁ%ﬁéﬁﬁi.%ﬁ wH LR A
TR BRI QL F Ry ERFLYS f% (PVOL,) % #c2 7 % (—0.8662) & &
with (Debt,) % 3 33 t‘*ﬁx( 09160) L2 elFLE (TRl#EH B ﬁ3
,”‘{‘ SEHTA RE GEET 3AEFLE (pE —09547) ’ L""J)Lx”‘ ARG E '%ﬁE_

J%im$mg\hmm( ERFLOEG) BRANTALGLY ZH LB
WTﬂ%féﬂ FrERLErIF] &@2r\€’%ﬂ??*“i§%£ﬁ?25
HLEF  HEEY E2LHMIBET s FLR - o

%pﬂxfmﬁ;ﬂé?iﬁ?“*“éw SF bR ME S RS
REE2 A4 (A HRBREA LD ERNFEFELIITRT ) - 24 5% - s (K

BE e (BT A HFARAFFFEFT A2 fHRE 2 AEY
BRFFRCLfFRES  HOP PR GENREL F RS AL 45
& 13 (6) A A .'%E’ﬁ?ﬂﬁ“i foftEE e a5k (log[1+D/S),]) 2 fedic (y) = B
FrE02016); A 2 4% WA AN2AFFERFFT A2 FRE %k
(log[1+(D/S);™]) 2 tadte (™) 7= 2 B ¥ & & (0.1994) » g 3403 (6) 2 B ¥ ¥
RFFA AL FRE e T AREFFREFT AL FRE (I
PO) P AKYERFF A2 ) GRES (A (7)) 0220 L ah s ERET
LA > AT FESFEMIBEREGRIFD - R T FHREVAEF o L RR AR o
Toeb gk 44031 (6) 2R (7) 2 4 ma%a4<&ﬁ R A 55 0.2008 £ 0.1966 -
B HCA R4 2 Vuong (1989) % T Z E 2 2 B F > Han AL A7 B FY ¥4
FRrrtifusf fRE  TAXHHT 0 %xﬁﬁ* L
LRI 2t Y NS AR EEFT AL AP SRR RN (T
Bi3) »d W E AR L RRGURK AR > @ T R PEAFTREF

)

4.4 BN
THYERFT AL %:s 2P kWb g B2 MBS > &< %% Dhaliwal etal. (2011)
2 A Q) e ARl Y R EE AT (33 (10)

Bri = ay +aif +a MG + oy (D, 1 E) By +a,(D, [ E,) A +as(CapOL, [ E,)- B

10 11
+a6(CapOLit/Eit) ’ Aﬁ(rj(;(: +2aj 'Dij + z Yina " Dima € (10)
j=1 Ind=1
e
Bui D@ R R AR (M FRA )
Gi P APl EAEE ki seh e (2 ROA B LR )
i IR R R Y ERTT AL AN AR 'R (L ROARE L HFE )
LUk
D, :i«?“‘tﬁﬁéf?“

4\ a-,
CapOL, * i =7 % tﬁp 'gg-_,fﬂ%fb oh %
E, PN PE Y W’r LR FFASYERFLNL R BE

2 A SHRAE Bowman (1980) B /7 {&EE (2008) ZEHE » REZpEFT{EHS 2 -
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R4 ERHEEAMCARRARNRKARZ N ERSRE— IR AKHEE
SRR RSE

0 RAREE R A L

10 11
log(B,,)=v,+y log[l+(D/S),]+v, log(B,,) +Eaj "D, +E Vina Dina T € (0)

J=1 Ind=1
S FERBTT S RE SAEE t {8
HERIE ? -0.3537" 0.0817 —4.33
log[(1+D/S)], + 02116 0.0404 5.23
log(Bui) ? 0.0712"" 0.0164 4.35

LIS R 0.2008
ARy ¢ RS EHEE AR A

10
log(B,)=vi™ +y{™ -log[l+(D/ S)” 1+ 73 -log(B,, )+ D, 7™ - D,

j=1
11
+ 2 Vi Doy +e, (7)
Ind=1

S FEEBTT S RE SAEE t{8
BEIE ? —0.3444™" 0.0819 —-4.20
log[(1+D/S)]1;™ + 0.1994™ 0.0399 5.00
log(Bui) ? 0.0714™" 0.0165 4.34
TR R 0.1966

AE o UERAB =459 T T BT RRIRFREEE K AERy p<0.1 + p<0.05 » p<0.01 -
*HERI ¢ log(BL)+i 2N FIEE CUIRAE BRI E ARBE log[ 1+(D/S),] 11 A FIER 401 (1 + B fiERS L) AU AREH
log[1+(D/S),"™ = i N FIES ¢ JARE S ER A LR (1 + AR L) IUEAREE S logBu)
i AL ¢ AR R R SR E AR

Ho3) (10) 22 % 5eh % (B,,) % 12 Sharpe (1963) 22 % H-H-3] (T &2 ¥4 (8)) &3t
12 Dhaliwal et al. (2011) * 5% & 3~ & 45 4 S h & (B0 > 5 1 5 & % F A4 5 (ROA)
ZERLGE AP FEEFTAZ AR AARGERR ALY s A EY £
FTASZ B AL (TAEYERFTAY 2 SEROAREL) Pwinr
FERFFAZ BB 0% (TARFFERFFAVEL S # ROABEL) 2
197

-3l (10) =~

BBEEE AR LS RRA S OF LA AR % B 2 Gk (a)
LEE 002310 B A

AR kLR R H Ao MM D P KRR G K o oy X

¥ {H# Damodaran (2009) Z Bk » EHEH EFHIEN SUEEARK SR EREE A LR ZFI S 2 I s 2
FHZAERT - RN B A EA - MORFIRE R G AR % -
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EFFTAZ AR AR GRBE AL H» 20 4 "fa& A R Vb f 7

B E v X (DJE) » W8 mAEHE L Sh & (By) 2 3 iﬂ%% FAZ mifE SR R

BB (ABL) TRt HI P 2 kb %I r’;_&;g P88 ((adas w5 0.0003

$10.0268) of ¥ XA FL GG ;w:mmmwmy»wﬁﬁﬁ+,w&ﬁww
/‘:‘

P F R ETAL RS G RO M) L F D RS T HEL B
B W s —0.0012 2 —0.1424) > A BB GA G kEEF 2 N BRI S 4

Dhaliwal et al. (2011) 2 3] (3) i& (747 *HiRl:R 2 F @ % ,lwﬂ,@qagﬁwéﬁgEA
A2 RSP kb R 2 30 ATE S o

x5 BN —EXHEERBRMUARRBRRARZRABESER
Bui = oy +a By +a, A3 +ay(D, | E,): By +a,(D, /E,) AByy; +as(CapOL, [ E, ) By

Uit
11
+a,(CapOL, |E,) AB: +Ea,,- D+ > Vi Do 8, (10)
j=1 Ind=1
S RE) THE t {8
R T 0.8126 ™ 0.0475 17.09
i 0.0231 ™" 0.0030 7.68
o 0.0379 0.0771 0.49
(D.JE,) B 0.0003 0.0003 1.09
(D.JE,): AB 0.0268 0.0172 1.55
(CapOL,JE,)- B -0.0012 0.0009 ~-1.33
(CapOL,JE,)- AB:* -0.1424 0.1178 ~1.21
PR R 0.1926

AEUREAS =1,172 0 T T EL T 3 BIMREREESE /K #E By p<0.1 > p<0.05 ° p<0.01 °
PR By, ¢ 1 AT (IAFLREEE (DITSEAAEET) 5 B ¢ i AAFIE BRI R (DL ROA
FHEE ) 5 ARG T i AR AR SER R A C SAREAT R MR (DL ROA #RLHE iy i)
ST D, i A AR CapOL, + i NFIH VB RS SRR 5 E, 0 i AT
AR RS R A AR S E S A R PR -

4.5 AT

BHERE NP REFESRFE NI HELEET NS AT
451 FTELEMHESNEBIINER

AR iﬁ?“$%1ﬁ$m% \ﬁm~’ﬁ%*MMEaMU%D
u%?ﬁi%ﬁ7ﬁﬁlhf SATIF L ATR MR BB B A L BH-

\:'FFW

Roe FEAEFFT AL F 27 33 I_x%s? SR BRI EREFT AL S ‘} R

PHERIY (10) A B ERERR LR (D,/E,) BVESEE S A SR LR (CapOL/E,) BB (1R

Al Fs 0.0010 B —0.0009 » (HAEFEZE /KHE ) - ({EIZSIRMARIE R A B L ARECREEZE 0.0236
HAfREEI AR KR (RYIFREIN) - BliER (10)  EEE R AR -
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R M s R RETL 68T

ﬂ%6¥:%9%ﬁ%¥ﬂ? Hp R RE(PVOL,) 2- 8 (B,) 2 HF p &k
(—0.9725) » T BE 7 4L T 4 LA ;ﬂ?bJ§WGW%J$?*{””’§T’*ﬁ*
YOI T b R Q¥ EF LG G (PVOL,) %z (¥ (-0.9725) & i
,bpgwwm%&aﬁﬁ(omygiﬁﬁiﬂ’?ﬁé%ﬁﬁﬁﬁ%&iﬁ%ﬁ%
GAMFEFLE (piE=06232)  AFAETER2 A TRBFERFFTAL L G2
SF AR ZME AREYERFT AL R (BA16) 2 AFEFF
FEFACZpERE (FAT) e ARG R FIAPM > GBS
W% 02116 22 0.1992 (&2 4 44pie) o ¥ ¢b vt d THA (6) 23] (7) 2 #2112 1
Wt (AR A% 5 02008 2 0.1968) 2 Vuong (1989) # T2 Z &7 5 # B %
BT AT RASTAAEFTERFFT AL GR2 L FRE AR ELD
AL R Yk 2 }@%ﬁ“‘ ’ i A AF 7"151 B 3 o
452 HBEAFL FIRERE 2B EIAR

d AR AY B F FRTEORET # 2 A REAMAEFLFURELT
ﬁpﬂu&j_&uiiii&@ﬁgﬁ oM E L %D b e f i (F
%&&mgﬁﬁé&éﬁﬁ)’iﬁﬁﬁlﬁ AT E 2 R kB AT f2
FHEREFF R AR HRFL SR T KRR AT 2 50% -
453 EERERMEREGET

4 % 7% 11 Dhaliwal et al. (2011) = 3% > 12 5 # 2 F A 5 (ROA) 2 % L 8 &
s G b 'R THA (6) B HA (T) 2RI RIS T AREAY 298 % - F
FRERP Ao (AZEFFTW) > HA(6) ABEF iﬁ?A%W7éwﬁ*“%&
(log[1+(D/S),]) 2 Tide (y) & B & & & (0.1575) ¢ & A1 () 2 A FF FFF 41
2 fRiEE ~&U%UﬂmW%)sﬂ&WWﬁ3%¥Lm®B%%”ﬁ”ﬁ
3] (6) & B Y iﬁ? $~7éw%ﬂ“7ﬂ& Bk 40 A] (6) & ] (7) 2 HEE
AR a4 (M R A 5 02488 27 .0.2449 & 23 f2 8 4 2 Vuong (1989) Lz
BELARF -HFF2 01 5 BFTEARMSF (ROA) 2 B L 8 45 4 SLh 'k -
AR 6) H A (T) 2 piuadr > HFERE 2L 42 FHEFR- Ko
454 FHERBEBEREFEE Z(LET

i%ﬁﬂ(ﬁ*ﬂwﬂilm)7 L F BARRER R AL TR R 2% 8
AL RMIE AR ERR B BRETE AT, B R o
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Ko EBXRHEENMRBZHGTEESHER —MRXLMATREBZMET

BRI

ity BRERRIEARTY

12 11
AEARN, =0, +w, BV, + @,  AEARN,_,+ ».&t,-D,+ D ¥, D, +¢, (1)
Jj=1 Ind=1

2 FRHEATRT AR 1REQ SAEE t {8
R ? —-1.3267" 0.5242 -2.53
BV, , + 0.0094" 0.0025 3.76
AEARN,_, + 0.7310" 0.0224 32.69
R R 0.4336
550y - FHER A
MVE, = B, + B, - Asset!™ + B, - Debt, + 3,- PVOL, + B, - AEARN,,

12 11
+E a; D, + E Yid " Dipa T €1 )
j=1 Ind=1

i 3| FEHATRT SR RE THEE t {8
BEIE ? -0.2714" 0.6601 —-4.11
Asset;™ + 1.44027" 0.0320 45.07
Debt, — ~-0.9093"" 0.1029 —8.84
PVOL, — -0.9725"" 0.2450 -3.97
AEARN, + 9.9187"" 0.2458 40.33
PR R 0.8151
FRESE ST pfH
B.=P; 0.6232

* R : MVE, :

i YT SRR THAE 5 Asser,™ + i NI « WG RGBSR A FE Y - HBREERY

NI 8 SERH S O I RE R TR S B (5 5 Deebr, @ i RIS ¢ MR AR 5 PYOL, ¢ i IR ¢
INERESEHESRIALE 5 AEARN, i RF]5E ¢ WA E RER 5 BV, i INFIE — 1 gL
WRIAIEE 5 AEARN,_, * i ZNFIE -1 IR H 2hR -
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K7 EFXRMEEMBEREQAFRFAECEARESER —ITREXBMEEIMRE
52 IEEFIHRIZR

5 EB)  RPREER EA

10 11
log(B,,)=v,+y log[l+(D/S),]+v, log(B,,) +Eaj "D, +E Vina Dina T € (6)

J=1 Ind=1
S FERRTT S RE SAEE t {8
HERIE ? -0.3537" 0.0817 —4.33
log[(1+D/S)], + 0.2116™ 0.0404 5.23
log(Bui) ? 0.0712" 0.0164 4.35

% R 0.2008
Sy - A EE AR R

10
log(B,,) =y +y™ -log[l+(D/S)™ 1+ y3™ 'log(ﬁU”)+2y;‘DJ ‘D,

j=1
+Zn”DW+e (7)
Ind=1
S FEEBTT S RE SAEE t{8
IR IH ? —0.3438"" 0.0818 —-4.20
log[(1+D/S)]1;™ + 0.1992" 0.0398 5.01
log(Bui) ? 0.0714™" 0.0165 4.34
TR R 0.1968

AE o UERAB =459 T T BT RRIRFREEE K AERy p<0.1 + p<0.05 » p<0.01 -
R ¢ log(By,) * i AN FEIES ¢ WIRMBBREE R 5 log[1+(D/S),] : i AFIE ] (1 + AfHERREL) HLH
SR 5 log[1+(D/S), "] + i N FIER IR E S E A A LR (1 + A fRERSEL) HUE AR
log(Buy) *+ i 23 FIER ¢ WIEARAT R R B H AR -

5. %E:m

REAFEF RN LR AT €3 L ;*
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Abstract

Current accounting standards for leases distinguish between capital lease and operating
lease (i.e. leases are kept on- or off-balance sheet). In fact, critics by practices and academic
argue that the chance of off-balance sheet financing due to leases accounting standards is
increasing. In an effort to more faithfully present lease contracts in financial statements,
International Accounting Standards Board (IASB) propose to have all lease contracts
capitalized and thereby to reduce off-balance sheet activities.

Based on the data from Taiwan listed firms, this paper examines whether market’s
valuation of lease liability under operating leases is the same as firms’ other liabilities. In
addition, I examine whether the debt to equity ratio adjusted for capitalization of operating
leases is related to the measurement of firms’ systematic risks. The empirical results show:(1)
the valuation coefficient of lease liability of operating lease is significant negative despite
operating leases are not formally capitalized on the book, and the valuation coefficient of lease
liability of operating lease is not significantly different from the coefficient of other liabilities;
(2) both the debt to equity ratio adjusted for capitalization of operating leases and the debt
to equity ratio unadjusted for capitalization of operating leases are significantly positive
associated with the firms’ systematic risks. Yet, the adjusted ratio yields no incremental
explanatory power over the unadjusted ratio. The findings support the requirement by IASB
ED Leases to eliminate the classification of leases as either capital or operating, and instead
to require all leases be capitalized.

Keywords: operating leases, off-balance sheet financing, systematic risk, footnote
disclosure

1. Research Issue

Leases have to follow specific rules to determine their classification and those classified
as operating leases are kept off-balance sheet. Academics as well as practitioners often
criticize that the off-balanced sheet treatment of leases creates opportunity for firms to increase
their off-balance financing. To present the economic substance of lease contracts, the ED
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Lease announced by the IASB requires a lessee to capitalize all rights and obligations under
lease contracts for all leases. Using all listed companies listed on Taiwan Stock Exchange (TSE)
as sample, this study examines the market valuation of the capitalized liability of operating
leases and the relationship between capitalization of operating leases and systematic risk.

2. Hypothesis

I propose the following three hypotheses:

H1: The present value of capitalized operating lease obligation is negatively associated with
equity market value.

H2: The association between the present value of capitalized operating lease obligation and
equity market value is not significantly different from the association between interest-
bearing debt and equity market value.

H3: The debt to the book value of equity when operating leases are capitalized can
significantly increase the explanation power of financial information to systematic risk.

3. Research Methods

The sample firms consist of all listed firms on the Taiwan Stock Exchange (TSE). I
hand collect the information of operating leases from the note disclosures of the financial
statements for all firms for the years from 1999 to 2011. In addition, the other financial
data and stock price data are collected from the Taiwan Economic Journal database (TEJ). I
exclude observations from financial institutions. The sample of the first part test consists of
1,981 observations. The sample size for the second part test reduces to 459 observations due
to the necessary estimating period for the systematic risk (beta risk) estimation.

The first part of this study is to examine the market valuation of the present value of
capitalized operating lease obligation (Hypothesis 1 and Hypothesis 2). The valuation model
is based on Landsman, Peasnell, and Shakespeare (2006) and Yeh and Fang (2009). To test
Hypothesis 1 and Hypothesis 2, I estimate the following equations:

12 11
AEARN, =0, +,- BV, + @,  AEARN, |+ > "D+ > v,,- D, +¢, (1)

j=1 Ind=1

MVE, =, + B, - Asset;™ + 8, Debt, + 3, PVOL, + 3, - AEARN,,

12 1
+Eaj°Dij+EV1nd°Di1nd+gn (2)

j=1 Ind=1

Where AEARN,,_, and AEARN,, are the abnormal earnings per share for years t-1 and t
respectively. BV, _, is the equity book value per share at the beginning of year t, and is the
equity market value per share at the end of year t. PVOL, is the present value of capitalized
operating lease obligation, on a per share basis. Debt, is the interest-bearing debt per share.
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Asset™ is the adjusted total assets (that is , total assets add operating lease assets and

deduct operating obligation.) Finally, D, and D,,, are the year and industry dummy variables

respectively.

The second part of this study is to examine the relationship between the present value
of capitalized operating lease obligation (PVOL,) and systematic risk (Hypothesis 3). The
model is based on Hamada (1972), Rubinstein (1973) and Bowman (1979) that identified the
relationship in systemic risk, capital structure and the betas of unlevered firms. But I then
follow Fang (2008) to take the log of both sides of the original equation to test Hypothesis 3:

10 1
log(B,;,) =y, v, log[l+(D/S),1+y, log(By,) +Eaj ‘D, +2 Vina " Dia T €1 (6)

J=1 Ind=1

10
log(BL,) =™ +y” -log[1+(D/ )™ 1+ 3 -log(By, )+ D v - D,

J=1

11
+ Vit D e, (7
Ind=1
Where log(b,,) and log(8,,) are the log of the betas of a levered and unlevered firm
respectively. log[14(D/S),)] and log[1+(D/S);/”)] are the log of debt ratio (debt to the book
value of equity) plus 1 and the log of the debt ratio adjusted for operating lease obligation plus
1 respectively.

Vuong (1989) provides a likelihood ratio test for model selection without presuming
under the null that either model is “true”. I follow the method of Dechow (1994), which is
based on Vuong (1989). To compare model (6) (expensing the operating lease obligation)
and model (7) (capitalizing the operating lease obligation), if the Vuonging the operating
lease obligat positive, it implies that capitalizing the operating lease obligation has more
explanatory power to systematic risk than expensing it.

4. Research Findings and Conclusions

The empirical results show: (1) the valuation coefficient of lease liability of operating
lease is significantly negative despite operating leases are not formally capitalized on the
book, and the valuation coefficient of lease liability of operating lease is not significantly
different from the coefficient of other liabilities; (2) both the debt to equity ratio adjusted for
capitalization of operating leases and the debt to equity ratio unadjusted for capitalization of
operating leases are significantly and positively associated with the firms’ systematic risks.
Yet, the adjusted ratio yields no incremental explanatory power over the unadjusted ratio.

Compare to the existing literature, the contributions of this study are: (1) the ED Leases
clearly states that the obligation under lease contracts meet the definition of liability. However,
the existing literature did not empirically examine whether market participants take obligations
under operating leases as firms’ obligation and whether the market valuation of obligations
under operating leases is significantly different from other on balance sheet liabilities; (2) this
study tests whether the operating lease information contained in the footnotes is significantly
associated with firms’ systematic risks. Instead of the systematic risk, the existing literature’s
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focus is on expected cost of capital for equity, realized equity cost of capital, or equity risk.
This study complements this line of research; (3) the calculation of the present value of the
capitalized operating leases is limited to 5 year payments after the end of the reporting period
for the existing literature. This study collects payment data beyond 5 years and shows that
around 46% of the sample firms have payments period more than 5 years under operating
leases; (4) as stated in the footnote 27, the regression model of this study is theoretically
more correct; (5) though the relevant information of operating leases are only disclosed in the
footnotes, yet this study finds that market participants treat operating lease obligation the same
as the firms’ on balance obligation. This evidence supports ED Leases announced by IASB.
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