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Abstract This study examines the effect of the wedge between voting rights and cash flow rights of
controlling shareholders on the implied cost of equity. Prior studies posit that controlling shareholder’s
voting rights exceeding cash flow rights causes expropriating minority shareholders. Using date from
793 group-affiliated Korean firms for 10 years from 2005 to 2016, the result shows that there is a
positive and significant relationship between controlling shareholders’ wedge and implied cost of
equity. This result implies that investors regard the controlling shareholders’ wedge as potential agency
cost in which they require additional risk premium because controlling shareholders have a strong

incentive to pursue their private interests trough tunneling practices.
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S AEAKDDI11] oJ5tE ARAEE R =
(Wedge)D9] $20] =2 7| ARSI AfA 72
= 719 W-oF BAANARY Z5S wWeliste] tiEd
EAE foks 42491 g]lolakal 4%ttt o] B
A7FERE oS AFAE TP =] et A7t A&
Ao APl U}, AFA I T} E 7IHEFE
AHiFFe 259 Aol £ FFE A5 o]
1, b AYRAES Aol HEE AT ¥od
o AolBR FHFINGE0] Hasto] g4 AR
HI A2 S71RIT L & 5= Qloh Xulls39] Af-AH)
Y=} 71G7HA] R B BT B0 At A=
< AFAMA YT ADSE 71979 B8t
Ax5a o]Qo&e] FEHE Fadte TEE 2
Z H335l0 YrH2-6]. I Z0A % Baek et al.(2004)
= U 79T AE7]AE dFeE 3] St
AEftz27 71 47H 0l vl A S BA5te] =<l
AE-golut ARIFNY =50] =2 7|FE0IA 71 5t
o] A Yehd B AJujFao] FAldo] AfdET
2 Q7A=Y F7F ok =4 Yeidthe 298
B stgoH2]. 152 ol2gt ZakEo] H A lA 7ist
£ AFEAPES] Ao] oFslr] wjiol A|ujF] Abol
o] Ftof g i In&-9] F7olA ZIQlstuTtka =
okl AHi=9] Ap&olQ] FatoflA 711gt gl
Al 7198 &5AIGAN 1Y) A=Y, olf
27, WA 27 S 2ol et FEHE Ut
g 5= ATHTL AuiFF9] AFHol9] 2l 5 E
FEARENA dRIH]E o8 QlAEo] A7 |AEEE-S
F7H71e 8Rlog 283t B3 AfAMT 2=t
E2 7192 Aol AlEsts FEIF AlgHoloiA HH
H|j A o] Aiid o g 453 Zo]a, o]of wet FAR}
E9 EF40] 376k BAl0l 419 f-54% ol
AA Hug, EAREY a74=2lE0] F7I6HA Hof s
Z7190l thet A28 A5otA "t 1H0E 2]
Aol gt At A7 AEAFT FIAY
A &gl =0l gt webA 2 dite =W diE
71yl &3 FE71de e E SRR st
A7\ ARG PR FFE AR
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PJEoh AR o] et MALTES AHET, 3
oA BAjo] olgH A2 8 A7 ATIYE
of dhelA 71gteh 4gelME 29 =} 7]
Al g 719] TS AFEAT AL AN, o}
Aupoz sgoldE Aol Ane Helgh
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2, dAAS
710l HiRt ARk Y] wERldel HokEEA 4
A 2o tiek s A5AR B9 ol =i
AL, o] 2ok #HHH =22 WAl 7
FIL QM. dubA o ® HPAE2 AHAIES] AHoloe

S5t stels APl AL, wEk AR 24
£ AEAY 332 9 BEXRL 719 ol HA BUAE
3t AR 713590491 o] A= =l At
S 7Rsdo] =rHSL thE|lEAlel thet thEARl 71+
2= oJa|dX]7Md(convergence of interest hypothesis)
T} AIRRET M (management entrenchment hypothesis)
o] girh. A= AR AE-go] AF5otH FIALt
F59] olsjAIZE QA=A e RIEA ] 7118k H]&
o] Attty F9)ek= §HHol, A= AR A
80| 71T FEAY AHHo|dS 5= #
Qlo] AFste] tiElulgo] F7tetal 7197 sk
Sttty 431H10]. Morck et al.(1988)= F+ 7Hd&
AFoto] HGRe ARET 7471 Atelol= HIAY
TAZE 24 23511 E91u AR-AH H
Lol A deARAE 7129 deRIEAET= A
o|&tA A EH sloflAl9] AdliESzo] TRt R
9] ZHofA] 71A%kH12,13]. AFA Tt 245
AufEe] Yk S7lolk= shHol vlgof gt el
EolE0], AuFFE2 TAE B3t AHdolelE =

Tl fol0] F7ISht 8L AAFFEAA A7t
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Sl 2P Y7 ST ol E2 AuiFEY &
FARO] 2 7G4 £FAEC] =2 7|PoE A
2 O|HAIA AHHo]E F5H= ElE®(tunneling) ¥
= Yeidt} o]2jdt Hd g2 ot FEE VERA

=8 HEHCE & &3 7Y 1 dFECET,
719 7t EolAtg 27, AH4t vzt @ YRARE =
AL 5T, 719 WRAEY A 28, AHol9lE F4
o7 3 mRAE AGAS] AL SOl UATHTL

AR AFA MY e FARLE HERLS] o]
oZ & 4= Q= FAa% 8AEHN TIEART VIdE
olA F5lo] TAEUTE La Porta et al.(1999)= 5ot
Alo} R7hEolA AuisF9] 288527 24 UEhd
£ A& WAL, ofAlol =7HE9] 80%7F E& 719
=4 2FAM A7t @A) UEht L g gl
sHlTH14]. vy AR718e e R 7EAREH
9] Aufitzet 71d7kAol #ef A7t =2 5
BABAY HHRJEA, HFF AAFF719] T
A7} 71470l B3 vRthe AZ S8k TH15].
Claessens et al.2000)2 SoHA[oF 7|FS oz &
FAHA Y =S A, tREEY i =70l
ey A EAE B3 J2d0] A= = A
£ 2ASIATH16]. Faccio and Lang(2002)= A9
27HEY] 719ES WHoRE EASte, Wrlo|, olgy
of, 294l 5 57f=oll A AfAET =7t =A UEhd
L AL TASIIH13]. Mitton(2002)2 2J8H817] 52t
| SoFAlot 571=19] 471 o= ARAHTR
o AL 5710 IAE Aoto], IAFEY o] =
B3 A8 JAFETE 7oA FAedE
o ¥A Usit=s AME EASHATHIT7I. Lemmon
and Lins(2003)2 5ot =7H9] 719S
& AfAiEERTt 710 B GRS BA51,
SFAEA YT 2 7dS0lA 7] 5o F4
O8] 20%7H4] RoA = @4 Tt AdES
of chgt 2 JIAIE| B7F A%t AS 6Tt
[18]. ESF Atanasov et al.(2010)2 Rui5FF9] A4
o] 2 AGA] A9t AAAEC v BA
UER} ZF|ALY] Adigo] thgh A|ufso] 2R3
7F EAgicka S45k9e19]. $HH, o] AFAEIRE=
o2 AujtRet 719487 BRo] flvke % A
7] F+=d], Demsetz and Lehn(1985)2 v]=9] A4}
719E QAR ARYFTES} 71985 Zholl F-ou|gt
ABBAE DAT 5 |lSITH201.
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QA vHE ARt A Tj2jet tiEQl ZAo et ¥4
I A7 6] o]FolA g, Y] ATolA=
ARAL YT 7| Q7 E Fletiths AYES B
SFal Ut} Baek et al.(2004)= =W 71T 4%
719 o R IMF AAI7] &< A9 AFA]
i =7} =2 AEEY F2A7H] sl &9kt A
< TASITH2]. Joh(2003)2 =W 7S o
2 ARAI YT 2 719E5E o] BA UEt
U 2 @4ty sl At RAIAR0] AR
£ Hosket wie HAFE F6HltHe] Kim et
al.(2011) Af-Auia] 2] e} v 8 7Ho] BAE &
Aotlat, ARAHT Y=t i AE Aokt 8
ARJAAE 5] o= ZoIAA T Aol ofd 7|
oA AfAElE =S} AT e F(HY BAE
st wigd o] qAEAE A3AZE 5= Ak
FA5ttH21]. Choi and Cho(2011)& Af-AH ¥ 2]
Lot AFNER&D) FALS] TAE £A45t FAA
o7 Jou|gt H(-)9] JAAAE FASHALL, AFAH
Y=t =2 7199 A= A8 Sl A
0]9)E & {10l s A71H & 7|47k o F
AR JFE AT FESITH22). Kang et
al.(2005) 4R714E o= A[A o ggt 92
H 55E ol8sto] AT BAsilou BAZHCE 79
u|gt TAS SASH] ZrH23]. 53] 2201D)= =
W] A7 HES e AfA T =7t 27749
7141 AEAF7149] 7147 e wA = JFS 4
S, HIAEZ Gl olA 274 G719 Tef Ak
AT =7t 7| Q7S At 238 Helwici24].
22 APATEZ 7197 D A Gl mAE &
A FY =] BAHAQ] JIF= A6k, 11 8]lo
= FARES, JEHNA, BEdy 22 EAolA
HIZE AE2EHE9 J5o] e 9L 7z o
Zolgtar 45kt o9t WA ATEA Skaife et
al.2004)= 7199 Auli+27t A7 AHEEEo) vA]=
FAFE 450}, ARFAHEY A2 A7|REu][Eo] BA
Hog [Fou|gt (-9 FFE vAH, F59 AfH
T AR ST Foulgt A+ BAZ Ak
A& WAsIATH25]. Chen et al.(2009)2 177 A5
=2 e R FEAXES HE] et 7199 Az
7} Azulgo] v FRF= EA6I, Aot 5
FH2e} F9ulgt Y BA] Jom, mebA 27
AEBE-S T 22 EASIATH26]. Boubakri
et al.(2010)2 1990 = Q37| F<F BOMAoF=
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7He9] 719 WEoE ZHEAH] 7oA AR R
8ol A Uehhes AL ddste, FAxE0] 7I5A 4
71gell A1 d2QlH]go] E2Agtrh= 2 145t
3 S-S EQI5FHTH27]. Cheng et al.(2006)2 AJuj
T2 3 340 FFAYESY} HFHH Frg/do]
ATAE-S 5ol A7IARREES FAAITAL 63
TH28]. E3F Love et al.(2004)2 3871= 7|4ES
FOoE BERAET Fo] WEhE AHFFY] 4f
FE7t A4 el ZHEH[Eo] A UEhde A
A SHATH29].

FUoll4= Chun(2014)°] 4A71dE gz 4
PR AEgo| EZFE AT|AHEH|Eo] [ou|sHA
Aol 2AS YAsHITH30]. Byun et al.(2008) A
HjERP7H4E 0]-85to] X7t /fAESE AP
AEHE-2 FofulsHA Zaste ZAZ WAL, 75
HYET} A7 |AHREES TA Bt F9% 9T
u]ATaL FASHRHH31]. Jun et al.(2013)= AF2A
A2 Agto] A[AM] HHLF FAA7]IL FAR}
9 FAEATS FAAA A7AREEE HAaAITL
F4519tH32]. Moon and Kim(2009)2 =9] A%
719E R IAFEY] 4, FHTAl, A=AAE
g, fFFAEE, o/ e B2 2 ATt BF
29| 71815914 P55 Aot AREA TS A
AA G749 A7|AEEES AT RS
ZA5FtH33]. Ahn and Choi(2015)= A4719S oA
O= IAREY Ho] ¥Z5F 5 W TP Q4
Sk 7149] AR o] WolMA A7|RHEH g0l
Sttt AL s34l

7189 APATES ANE A B2 A7E2 7Y
9] A= AZPEA 0 R 719 A7|AHE] gt %
GH|gof S FIAA 7199 7MY B AAst
Ath= AMALS HojSa Qo
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of &3t 7IAEL HIEs ol &3 71dE AVIEHS
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e LE BSEY SR dFS BAlGHHA Bl
AS Haslkelr] e Aok 1%9
(Winsorization)stitt. =3 S HAL37F it
7oz AAe 7|49 AGIAR 7| G EEH)
oA THH FHE FAT = A FAVIFo = egst
Aot ;2| 23 7|4 ARAR AREL T4l
LARZBAL]  KIS-VALUES 58] 4483
Fn-Guide database® &3 F8A7|A=EH]E&S
st Hast AFEA7L9] o]dEA] ARE o]
Gt o9l 2AE WSS V|AdET AE B4
EA57] A8l KIS-VALUES] ARIHiERE 283t
T} 200595E 2016E7kA] 12¥7F £7937 7190] #
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ARA] Fee} A|RHEEEY BAE AFEA
o17] JeiA th22] B3AEE(Pooled OLS regression
model)}Z o]853 o HE9] o= offjol A A5
Aot

RIMi; = Bo +B1WEDGE;: +82FOR;; +B83BETA;: +8
4LEVi; +B5LARGEST;: +B8sROAi; + B7GRWi, + S
8SIZEir + BoPBRi; + YIND + XYEAR + ¢,

3.2.1 &4 X7|RH2H[&(Cost of Equity)

A7|AEHE Folls AEAZHE AP (CAPME
3, GMEE, OJ=¥, HigdE712F(DDM), A
7 Ao 22 F(APT), Fama-French 38%1(Three
Facton)®g 18]al Zofo]Qg7tHyRIM)ET 5Ol
gutd o &2 AREET AR AA7HA] Tejd =
o] EAoHA] gt WEtA] £ AfoAe ol &
Q1% FhofolQlgrtn gE ARg-Sle] A7 AFEH|-E-E 57
starh35-36].

Ohlson(1995)°] AAgE %t
w7kl oldIEXE Bl vl
[37], A7IAFRHEL A&5717HS t+37]2 T AfFE

7te] elig F7ret AAl F71ete] AlelE delEe olf

2) BEARAD3E= AFEA 75 A7) AsiA dister]
et gt FRE/NALE (www.egroup.go.kr)E &3
FREAAR 7198, AFESAR 7198 E A4
o] &&3AL 5 7 71h0lA AET &% AR, Y,
SAEY, AFESER, AFINER 59 RFEE IA

st ek
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Bo] AXIRITHES). o]Se] mae] ofshH ]e] Zhe
719] A7AHRe] ZRARARG 437K e] ZTjo]
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3.2.2 SEH4 AQX|HY 22| =(WEDGE)

S A 2| =(WEDGE)= sid 7199 Al
A A7 Ao Rs ARt &% 719 A
(&fd Ee Wigd A-tHdes e FAF
T e AREAE Ee 9299 Aelz F9H,
A7 Aol ARSI AR IS S AR
St} A== 2ol drbFolt38]. o] Akt W 4
e A o EAEE FAIRE £A7F AR
ARJEIME S8l A2l diet JRE F&s] +38F
& 9len AdE A € 5 Aok &FAE F2]ze
AHAZE 71€ ARPEAS oFlY A3 Ao dAl=
S AL et BTt AwE SAlSkL
AR ot A =] o] HERt A2 ofFA|T,
0o 719E2 AR oty wizel 4
TE 2R 719E S| TR wet AEFE Al

i

meh Hr we

flo

St AfAE| Y =S ALtstE e Aatol & S
e ZAoR whET}38].
SUILRX|Z +FE
ARH(own) = o=
fEown) HIETUHRAEL XA (4SS
oy SO +REHASAHALHBIRIEOI-Y ST
(vote) SRR A X7 A - (45F)

QX 212|=(WEDGE) = 2123 - A/

3.2.3 SHHs

£ Ao e AYATENA S SHst o=
QA EL(FOR), WEKBETA), FAHIS(LEV), HAHFF
AE-E(LARGEST), S2H4O|YE(ROA), WHEAS7HE

(GRW), 7IQHR(SIZE), Z5<AMHI&(PBR), 1231
AFSI(IND) ¥ AR (YEAR) Huj#isg SAESR A8
shict.

SIFARARNFORIE 719E ZAskEs Hast 4
& 2153 Q7] HEo] A7) Re| gt 2o Pl

3

Aol AeH33L. EZE =Rl TR Aol WerE
SA9] Frgido] JfAE o] 53 W ExpReLY] HH ELF
ol Faslr] fgo] =AAEET} A7) AHEHE- 1t

o= F(-)9 o]l ATH39). AEAPIAEY LT
(CAPM)ol| 9J5}9 HIEKBETA) 3+ 7199] AA1% 9%
< HHgsly] Wi2ol|(Sharpe 1964), HEHgko] F7igko]
w2t A7|RREEEE S7FE ZoE Z|dErh33,35,39].
2 29 FAUIE(LEV)S AFH Agde SAg
HHEZQ X 3o]7] whiEo] FAHE&S Apr|ApEu]8)
A BAE vehd Aoz ZHiEnH40,41].
9] A& 714719} BRGE AFoA= A&
3} 71471219 B9 #AE F5k=E ol XM
(interest alignment hypothesis)? F(-)9] #HAAZS
FA= AYARETMd(management  entrenchment
hypothesis)o] St Qirt. wets HFEFAEE
(LARGEST)S BAMsE AHstaoy daks di&st
A FUTH33]. Jun et al.(2013)2 7199 )47} =
71AEHE Afolofl= R-oJHIgt 2(-)S] AT 24
kAl gsiolnh webA ol whdshe Ml &
A4t EHROA)E BAIHTEA B0l ZIAHTHA2I.
AR M52 2 JFEE B T 92
BE9 £9E o B AEE WA= At 4
SktH42,43]. TebA] SR JT-E(GRW)S A7 |AHE
H-&1 Z(HY BA ald=7] tizol FAMsE 4%
Skt 71t o Aol axr) A7 AFEu]Eo]
H X FFS BAIH YA 7| A+HE(SIZE) HEE
"o F7retqinh. FAIEE AR o] g furt
7192 AlA B9 thiide] 7| wiEol Z1d%
AL Afo]o] HERB[NA O] ZAZF Aad 7ol &
o} wEbA] 740l et R ev|ge HASHA ol
(44] A7 AR 8= ()] BA7F AETh Fama
and French(1992)= 71949] AF7HA7F A7 HA| Het
E2 7IAE0lA F7hpelEo] A Ut @2
ZAskoicH44]. FE7ESE AP7EA O] Hlgo] H|E
(BETA)7} ti¥ish= €19 99 o f3e Wizska 9l
7] wiZolct. weba] FeRAAHE(PBR)E A7 AR H]
|z £(-)9 TAGo] S A0E A7 e
BANSE Attt w9 e R 4hjo) EA43 717t
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9] Zjolof| w2 HIE FAIBH] Yol AHdT A o
nHSES Byo] XA

Table 12 & A7+9] 23of AS-H W59 39
AAISEAL .

it

Table 1. Measurement of variables

Variable implied cost of equity using Gebhardt et al.(2001)
RIM voting right - cash—flow right
WEDGE voting right - cash—flow right
FOR proportion of foreign stockholder owership
BETA measurement usiqg the daily return against the
corresponding KOSPI for one-year
LEV total debt; / total equity:
LARGEST proportion of the largest stockholder ownership
ROA net-income; / total assetsi-1
GRW (sales; - salest-1) / salesi
SIZE natural logarithm of the total assets
PBR stock price per share / book value per share
IND, YEAR 1 if industry/ year is, else 0

0] 0.84999] &2 A& Eth Y=AAEE(FOR)Y
B2 0.2058, Hoigk2 0.6862, 13l FHAg>
0.0007& Yepgtt. 71499 AAA 98-S vetdi= Al
EHBETA)S] B2 1.0523, H gk 2.3423, F|4gk
0.0518% UEHAth FXHIS(LEV)Y Bodt F9)gto]
717} 1.06587} 0.9266°.% &4E0] 44 7|JE9] 3
#AQ FAlgo] FAE oiy] o 100% +EYUS &
& Stk FFFAES(LARGEST)S Ho] 0.2691,
F9g= 0.220002 UERyTh SRl E(ROA)T
& NZ7H&(GRW) ] Hak2 7+ 0.05213} 0.08552
ettt Sapel] AARALNE FH 71d+R
(SIZB)Q] B2 12.5347, 72 12.532622 e}
W, FUighe 14.2278 AZH 1098872 £A12 B
P}t FFHEIIXEL(PBR)S] B F3S 2
1.73999} 1.3286°0& UEht BHdo® 7|99 A7t
A7t AE7HR o] vlaf] 1.7802 A A= A T
g 4= Stk

Table 2. Descriptive statistics (N=793)
4. g%-i-&'! 7E='I|_I- Variable Mean Median Max Min Std. dev.
RIM 01035 | 00988 | 1.1297 | 0.0166 | 0.0600
4.1 7|x=EA = WEDGE | 02464 | 02460 | 0.8499 | 0.0000 | 0.1943
FOR 02058 | 01685 | 06862 | 0.0007 | 0.1506
L HAEO =ZzE %_0 5] o =
Table 2= W39 7128AFE oL )l 5 BETA 10523 | 1.0511 | 23423 | 00518 | 0.3686
39 FHAZ| AR RIM Y B S 2 LEV 10658 | 09266 | 63589 | 0.0028 | 0.7936
7} 0.10358} 0.0988% RO, gk 1.12979] LARGEST | 02691 | 02200 | 08474 | 00416 | 0.1511
3 ROA 00521 | 00427 | 18323 | -0.1655 | 0.0853
el Aoz Ut} galmol Ao x|uiTlaEn
Foh= A RRES ARl Al e GRW 00855 | 00537 | 2.8926 | -0.9652 | 0.2971
(WEDGE)= Bt S918ke] 0.24649F 0.2460< .o SIZE | 125347 | 125326 | 142278 | 109887 | 05421
A29H3}F o]Z4 A9 XJol7} A2 EA 5= Ao R F9] PBR 17399 | 1.3286 | 17.7990 | 0.0464 | 1.6434
HoH, FH3-E 23 (Winsorizing)dh Holx izt
Table 3. Correlations
RIM WEDGE FOR BETA LEV LARGEST ROA GRW SIzE
WEDGE 0.0610*
FOR -0.0817%  -0.2401%
BETA 0.1287%*  -0.1069*  -0.0120
LEV 0.1422%%% 0.0796%  -0.2061**  0.2372%*
LARGEST 0.0203 0.5863%*  -0.3378%* 00872  0.1232%
ROA 0.0001 -00086 02239  -00853**  -0.1910"*  -0.0667*
GRW 0.0106* -0.0368 -0.0488 -0.0145 0.0062 -0.0086 0.0203
SIZE 00481 -0.1866**  04930°*  02066"*  -0.0810"*  -0.2582** 00195 -0.0506
PBR -0.1809"™" 0.0115 0.1612"" -0.1001 0.1001™ 0.1083*** 0.1766%** 0.0007 -0.1023**

1) * ** and *** denotes significance at the 10%, 5% and 1% levels, respectively.
2) RIM : implied cost of equity, WEDGE : the difference between control and cash—flow rights, FOR : proportion of foreign stockholder owership,

BETA : systematic risk measure, LEV :

: total return on assets measured as the ratio of net income to total assets, GRW : sales growth ratio, SIZE :

measured as of end of year(t-1), PBR : book to market ratio of equity.

the ratio of total debt to the book value, LARGEST : proportion of the largest stockholder owership, ROA

natural logarithm of the total assets
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Y= 7] 3
o AHHEE APl BHE 2FsH Er &
T A et A AREE]E Afolo] FHTAE
U FP7IEe dHder ASEAEAT. ddxt
&R0 AolRl AFAE 2 =(WEDGE)7} 33 71
o] A7|AHEE| g0l vA= YT A1 AsiAM 2
RS AAISIAL AHETable 40 AAIsth A5
EAEY BE 2S00 SHH LaAu 2z
A 2 FoerE 10%0014 FAH2Z [l H(+)
o] #AS Utk o] AL v¥E SAAY
g2 A3 ot 7|Ee] Agd+-solA Hud A

I of,

3) Easton(2004)°] A|Fst Z}7| 4281821 R_mpeg, R_peg, 1
2|3l R_peE o8N E BAE stoloy, £443= RIM
HEE o83 A3 IA 2R Eoirt

I 2ol A2 7t w2 7IALS Y 7199
-2 A AR 2ol AsfElo] H2|JIEAlE oF
SPAZIAL, whebA] 2] RIulEo] Aoz QIR A7|ARE
H182] Jse 25kl Al 7|97 FeEE
ojuleitt. AR SolA 714 AAA A AT
e S4vhe HENBETA)R FARIZ(LEV) A7 1A
o8 FAHCE FoAt A A & |
AL, 7149 e S4shs A1 E(ROA)
e FAHCE {3t H(+)9] Tedo] TEHI
Hhdol 71 AR SIZE)RE FgeAHE(PBRZ A7
ApEH]Gt AtoloflA] BAK O {7t F(-)9] Ak
= Ho, I 99 SAMSER] = AXEE(FOR),
| FFAZE(LARGEST) T &5 7H(GRW) A
 AAR fFodE I & gl

Table 4. Cross-sectional regression of analysis of
Wedge on cost of equity
Dependent Expected

variable signs Model 1 Model 2 Model 3

Intercept 0.1522***  (0.1263** 0.2232*%**
(3.00) (2.50) 3.91)

WEDGE + 0.0266* 0.0271* 0.0288*
(1.79 (1.81) (1.83)

FOR - 0.0229
(1.28)

BETA + 0.0173***
(2.82)

LEV + 0.0122%** 0.0139***
(4.56) (4.76)

LARGEST ? -0.0057
(-0.32)

ROA - 0.0297 0.0543**
(1.17) (2.10)

GRW + 0.0074
(1.05)

SIZE - -0.0042 -0.0033 -0.0119**
(-1.05) (-0.82) (-2.52)

PBR - -0.0082***
(-6.05)

Industry Included Included Included
Year Included Included Included
adji-R 0.0254 0.0258 0.0788
F-stastics 7.87%%* 6.25%* 8.53***

Obs(N) 793 793 793
V. #=



224 3=83etsl=2X H10H Higs

(WEDGE)2 AF7|AHEH]-&- Aol &5t ALHAE
ASEAsI AfAE 22 s 71gel tiEt 9
2T 254 Afol9] HPEE 9Juohe, 7]E9] Ay
TFEAME AR EEE 2 7|AL5E 71l o
S W-9)F BAAAR] YEsHA AHEEA] GobA of
2RIEA7} EidE|o] AR u|8o] Astal, 1 FIR V)
A7 "y F46kar Qlrh. AR =Tt
71A7H 9 A Gl vX= Gl disf At =
EE2 &AMt 2 7AYSeE s 1
E9] AHHo]9E S ot TS AT 2o, uf
2HA 7199 AJAEL Al B B2 JEE AF5t
A gFoe g AoluZ i 7Yl HEu[AL 7t
Sto] ZHEH|go] AFFdittal 43It A= AujEE9]
AR E =7t AL 3 7149] AEEg2 A
Zotal 1 ATE 71479 AY e dadithe &
59 239= 2usly Qi)

2 A7) AZEHoe FH IS thfeR
20053+ € 201697H] 7937 719-A% HES i
O W. R. Gebhardt(2001)2] &Fojo] 2] 712 3 (RIM)
< B9l S5 A IAEN S Sk, SHES
QA &AM T s ZHANALI Y FAAEE o]&
sto] WS SASITHR5]. ASEAAT LA
2o} 27|28 Alelofli= F-oJu]gt H(+)2] LA 7}
U= Ao Yehgrt. o] Ak AuiFse] oFdHo]
2HEE 2IASE, S A[A I =(WEDGE)7H &
5 7199 W-F BAAAH] AgsHA HEEA|
QFotA] AuEFOY7} AbA o] E =7 R]lo] EolA|
10 ARE BARELS H 52 fneuds 8
Sto] Ap7| AR E|go] Attt v ST & Qltk

2 AT sAFCEE A, FHA IR E S A
FRA7}0] o] &2 V|Hto g ey Wz dut
Ho= 2 7| ol A=) wfiol FiE HO(bias)
9] 75430l Utk EA, W2 84E0] A7 |AEE]Eo
FEFS vAY, £ AolAe 2E BRE BS8E B4
1A Egiths SHAZE A3t AR, AgdTEsole
QIFRIAEEo] FFHS 9 HEuA oA 27
AR]85 FETL Baska Qe £ dFole &
AXHoR foulet TAYE HHsHA] Eotgict. I
T EBFelal AEEe AfAT 944 Aot B AE
oA Zt= 9fu|et AT FEFE FE2 T AolA
AAF o] &gttt
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