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Abstract

This paper reports our extensive study on the cross-shareholdings among Japanese
companies and their impact on share prices. We use three alternative indexes to measure
the extent of stable ownership of individual companies. To investigate the impact of
cross-shareholdings on share prices we combine an EVA-type valuation model and
analysts' earning forecasts of Nomura Research Institute. We find a significant positive
relation between share price and one of the three indexes of stable ownership, but not
the other two. We give an interpretation of this result from the perspective of
managerial incentivesin relation to the ownership structure of Japanese companies.
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1988 50.6 31.6 18.0 52.3 30.8 18.7
1989 50.1 31.8 18.4 51.8 31.0 18.9
1990 49.8 31.8 18.4 51.3 31.1 17.7
1991 50.1 31.9 18.8 51.6 31.2 18.2
1992 49.6 314 18.8 51.1 30.8 18.2
1993 49.6 314 18.9 51.0 30.8 18.0
1994 49.0 31.1 18.8 50.4 30.5 17.9
1995 48.9 31.3 18.8 50.2 30.7 18.0
1996 48.1 30.8 18.5 49.4 30.2 17.7
1997 47.8 30.8 18.4 49.0 30.3 17.6
1998 47.4 30.8 18.1 485 30.2 17.3
1999 44.1 28.2 16.3 45.4 27.8 15.7
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Date Cor_Average) Cor(March)

ROE

Date Cor_Average) Cor(March)

Date Cor_Average) Cor(March)

1988 10.2% 11.8% 1988 10.3% 11.7% 1988 -1.5% -2.5%
1989 12.4% 10.4% 1989 6.5% 7.6% 1989 -3.2% -0.2%
1990 10.6% 14.2% 1990 2.5% 4.1% 1990 -5.3% -7.5%
1991 10.1% 8.1% 1991 1.8% 1.7% 1991 -7.1% -3.9%
1992 10.3% 7.4% 1992 -2.6% -1.8% 1992 -10.6% -8.3%
1993 11.3% 10.7% 1993 -4.3% -6.3% 1993 -11.1% -12.7%
1994 7.6% 9.8% 1994 -5.0% -5.9% 1994 -7.3% -8.1%
1995 8.6% 12.8% 1995 -3.6% -8.0% 1995 -6.9% -12.7%
1996 9.3% 12.5% 1996 -3.4% -6.1% 1996 -9.7% -11.3%
1997 8.0% 10.2% 1997 -1.3% -5.1% 1997 -9.3% -10.9%
1998 5.1% 4.0% 1998 -3.5% 1.0% 1998 -6.4% -5.5%
1999 8.0% 8.0% 1999 -6.3% -6.2% 1999 -8.8% =7.9%
Total 9.3% Total -0.6% Total -7.2%
Cor(Average) 1 12 Cor(March) 3 Total
PBR PBR P/B(
EBO ) PBR Rz 23 80
90
PB 4 1
PBR PBR
Date Cor_Average) Cor(March)
1988 30.0% 36.6%
1989 33.0% 31.4%
1990 45.9% 46.2%
1991 53.4% 50.4%
1992 49.3% 52.0%
1993 54.8% 49.3%
1994 55.9% 67.0%
1995 51.3% 49.6%
1996 56.4% 50.5%
1997 43.9% 59.9%
1998 44.4% 46.7%
1999 54.3% 59.9%
Total 47.6%
Cor(Average) 1 12
Cor(March) 3 Total
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(PBR_PAR - PBREBO9) = a + b LN(ME) + ¢ STABLE + 3 d N_IND21

R-square: 11.16% Number: 2051

Date a b c R2(Average) R2(March)
1988 -5.177 (-4.483 **¥) 0.474 (8.216 **¥) 0.041 (6551 ***) 12.63 12.99
1989 -4.306 (-3.445 **¥) 0.487 (8.109 ***) 0.034 (5.125 **¥) 13.09 17.78
1990 -1.210 (-1.157 ) 0.123 (2.226 ) 0.045 (8179 **¥) 9.39 9.96
1991 -2.117 (-2.916 **¥) 0.218 (6.194 **%) 0.028 (7.739 **¥) 9.93 7.79
1992 -1.883 (-3.952 **¥) 0.210 (1 8.987 **%) 0.010 (3.894 ***) 9.80 7.95
1993 -1.359 (-3.040 *) 0.192 (8560 ***) 0.009 (3.670 ***) 8.48 7.45
1994 -0.757 (-1.622 ) 0.130 (5.431 =**%) 0.010 (4.022 ***) 6.78 6.98
1995 -1.332 (-3.117 *) 0.152 (7.139 **%) 0.008 (3.674 ***) 6.32 4.18
1996 -1.459 (-3.281 **¥) 0.183 (8521 =**¥) 0.004 (1.587 ) 6.48 6.28
1997 -2.898 (-8.164 **¥) 0.271 (16.367 ***) 0.004 (2.139 *) 13.36 9.04
1998 -3.190 (-10.332 **%) 0.295 (20.898 ***) 0.003 ( 1.659 ) 18.60 18.82
1999 -5.096 (-12.564 ***) 0.424 (22.173 ***) 0.010 (4.829 ***) 2241 25.35
Total -2.500 (-4.641 *) 0.259 (9.929 **) 0017 (4412 **)
Notes: *Significant at the 90% level.
**Significant at the 95% level.
***Significant at the 99% level.
t-statistics and z-scores in parentheses
R2(Average): 1 12 R2 R2(March): 3 R2
80
(PBR PAR - PBREEBO9) = a+b LN(ME) + c ONE + Z d N_IND21
R-square: 10.32% Number: 2051
Date a b c R2(Average) R2(March)
1988 -2.739 (-2.549 *¥) 0.382 (6.827 ***) 0.024 (4.928 **%) 11.57 11.26
1989 -2.195 (-1.936 ) 0.396 (6.927 ***) 0.027 (5.277 **%) 13.16 17.66
1990 2.063 (1925 ) -0.005 (-0.039 ) 0.010 (2.149 ) 6.34 7.88
1991 -0.016 (-0.031 ) 0.141 (4147 *%) 0.000 (0.123 ) 7.10 4.96
1992 -1.142 (-2.622 *) 0.183 (8.194 ***) -0.001 (-0.705 ) 911 7.49
1993 -0.714 (-1.741 ) 0.167 (7.763 ***) 0.000 (0.176 ) 7.82 7.26
1994 -0.001 ( 0.007 ) 0.100 (4.393 ***) 0.000 (-0.087 ) 5.98 6.11
1995 -0.720 (-1.848 ) 0.127 (6.269 ***) 0.001 (0.495 ) 5.75 3.57
1996 -1.210 (-2.958 *¥*) 0.170 (8319 **%) 0.003 (2.024 ) 6.56 6.22
1997 -2.640 (-8.028 ***) 0.258 (16.292 ***) 0.003 (2241 *¥) 13.36 8.89
1998 -3.023 (-10.617 ***) 0.285 (21.227 ***) 0.003 (2824 *¥) 18.76 18.92
1999 -4.237 (-11.396 ***) 0.389 (21.870 ***) -0.002 (-1.106 ) 21.72 24.64
Total -1.308 (-3.280 ) 0.212 (9.028 **) 0.006 ( 1.596 )
Notes: *Significant at the 90% level.
**Significant at the 95% level.
***Significant at the 99% level.
t-statistics and z-scores in parentheses
R2(Average): 1 12 R2 R2(March): 3 R2
P/B
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(PBR_PAR - PBREBO9) = a+b LN(ME) +c TWO + = d N_IND21
R-square: 10.09% Number: 2051

Date a b c R2(Average) R2(March)

1988 -2.248 (-2.087 *) 0.374 (6.632 ***) 0.002 (1 0.290 ) 10.18 10.04
1989 -1.725 (-1.525 ) 0.391 (6.770 ***) 0.004 (0.725 ) 11.77 16.52
1990 2.256 (2.097 ) -0.003 (-0.004 ) -0.004 (-0.836 ) 6.09 7.22
1991 0.001 (-0.005 ) 0.145 (4.263 *¥) -0.006 (-1.780 ) 7.26 5.39
1992 -1.160 (-2.664 **) 0.186 (8.293 **¥) -0.004 (-1.572 ) 9.20 7.52
1993 -0.729 (-1.778 ) 0.172 (7.940 **¥) -0.004 (-1.576 ) 7.90 731
1994 -0.016 (-0.029 ) 0.106 (4.613 **%) -0.005 (-2.056 *) 6.18 6.58
1995 -0.725 (-1.861 ) 0.132 (6.496 **¥) -0.004 (-1.872 *) 5.88 3.74
1996 -1.195 (-2.919 *¥) 0.176 (8514 =**%) -0.002 (-1.066 ) 6.43 6.36
1997 -2.613 (-7.941 **¥*) 0.261 (16.285 **%) 0.000 (-0.005 ) 13.20 8.86
1998 -2.984 (-10.472 ***) 0.285 (21.020 ***) 0.002 (1.297 ) 18.56 18.57
1999 -4.238 (-11.463 ***) 0.394 (22.111 **%) -0.008 (-3.166 *) 22.05 24.98

Total -1.206 (-3.180 ) 0.214 (9.086 **) -0.002 (-0.912 )

Notes: *Significant at the 90% level.

**Significant at the 95% level.

***Significant at the 99% level.

t-statistics and z-scores in parentheses
R2(Average): 1 12 R2 R2(March): 3 R2

EBO P/B
P/B
ROE ROE
P/B P/B
PBR.EBO
P/B ROE ROE

PBR atbROEO+cROE1+dLN(ME)+Z e

R-square: 37.51% Number: 2054

Date _Intercept ROE_PARO ROE_PAR1 LN(ME)

198812 -1.756 (-1.606 ) 0075  (4.793 **%) 0061 (5508 ) 0353  (6.206 **¥)
198912  -1.430 (-1.284 ) 0041 (3517 *) 0161  (9.548 **¥) 0359  (6.310 **¥)
199012 2019 (1.978 ) 0057 (3592 *) 0243  (12.322 ***)  -0.034 (-0.608 )
199112 -0.045 (-0.064 ) 0019 (2870 *) 0213  (22.020 **¥) 0122 (3.672 %)
199212 -1171 (-2.724 *¥) 0018 (2626 ) 0166  (18.313 **¥) 0179  (8.303 **¥)
199312 -0.891 (-2.222 ) -0.018 (-1.014 *¥) 0237 (18.635 **¥) 0167  (8.044 **¥)
199412  -0.166 (-0.437 ) 0032  (3.690 **) 0202 (22.643 **¥) 0102 (4718 **¥)
199512 -0.477 (-1.172 ) 0019 (2750 **) 0153 (22.985 **¥) 0120  (6.018 **¥)
199612 -0.866 (-2.063  *) 0013 (1763 **¥) 0158 (21367 ***) 0161  (7.740 ***)
199712  -2.060 (-7.028 ***) 0005 (2100 ) 0124 (24193 ***) 0246  (17.596 ***)
199812  -2.012 (-7.661 ***) 0004  (6.887 **¥) 0060 (22.831 **¥) 0263 (21.352 **¥)
199909  -3.835 (-10.126 ***) 0006  (1.563 ***) 0119  (25.629 ***) 0383 (21.409 ***)
Total -0.986_ (-2.681 ) 0023 (2.963  *) 0159 _ (18.659  **) 0197 _ (8.918 **)

Notes :*Significant at the 90% level.
**Significant at the 95% level.
***Sjgnificant at the 99% level.
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P/B ROE ROE

PBR a+bROEO+cROE1+dLN(ME)+e +2 f

R-square: 38.32% Number: 2054

Date Intercept ROE PARO ROE PAR1 LN(ME) STABLE

1988 -4978 (-4275 ***) 0070 (4597 ***) 0060 (5478 ) 0463 (7.978 ***) 0046 (7.295 ***)
1989 -4017 (-3267 ***) 0041 (3507 *) 0153  (9.145 **¥) 0453  (7.651 **¥) 0035 (5.350 ***)
1990 -0.938 (-0.887 ) 0058 (3.695 **) 0228 (11.677 **¥) 0078 (1463 ) 0040  (7.287 **¥)
1991  -1.913 (-2.667 **) 0020 (2981 *) 0204 (21137 ***) 0192 (5553 **¥) 0026 (7.073 **¥)
1992 -1.755 (-3.757 ***) 0017 (2572 ) 0164 (18012 ***) 0202 (8920 **¥) 0008 (3.305 **¥)
1993  -1172 (2711 %)  -0018 (-1.011 **) 0235 (18424 ***) 0178  (8.195 **¥) 0004 (1714 )
1994  -0571 (-1.300 ) 0031 (3580 **) 0200 (22473 **x) 0118 (5191 ***) 0005 (2275 **)
1995  -0.880 (-2.050 ) 0018  (2.677 **) 0152 (22.863 ***) 0136 (6508 ***) 0005 (2538 **)
1996 -0.941 (-2.075  *)  0.013 (1758 ***) 0158 (21306 ***)  0.164 (7.482 **¥) 0001 (0443 )
1997  -2.349 (-7.494 **%) 0005 (2143 ) 0123 (23956 ***) 0257 (17.581 ***) 0004 (2574 )
1998  -2434 (-8581 ***) 0005 (7.118 **¥) 0.059 (22.469 ***) 0279 (21.530 ***) 0.006 (3.868 ***)
1999 -4.741 (-11.473 ***) 0006 (1646 ***) 0117 (25279 ***) 0422 (21,952 ***) 0012 (5378 ***)

Total ~2.160  (-4.025 ) 0023 (2972 %) 0.156__ (18.345__**) _ 0.241 _ (9.694 **) _ 0.016 _ (4.059 %

Notes:*Significant at the 90% level.
**Significant at the 95% level.
***Significant at the 99% level.

P/B ROE ROE
PBR a+bROEO+cROE1+dLN(ME)+e +> f
R-square: 37.87% Number: 2054
Date Intercept ROE PARO ROE PAR1 LN(ME) ONE

*

1988  -2.280 (-2.094 0.072 (4.723 ***

) 0.061 5473 ) 0361 (6392 ***) 0027 (5457 **¥)
1989  -1.910 (-1.710 ) 0043 (3639 *

)

)

(

0156  (9.342 *** 0360 (6392 ***) 0029 (5819 ***)
0.244 -0.034 (-0.596 ) 0012 (2496
0213 0122 (3663 %) 0002 (0661

1992 -1.160 ) 0018 (2641 0.166 0180 (8307 ***)  -0.001 (-0.419
1993 -0.899 -0.019  (-1.049 ** 0.238 0166  (7.980 ***) 0001  (0.697
(

(

)
) )
1990  1.828 (1.803 0056  (3.520 *) )
) )
) )
) ) )
1994 -0.201 (-0.520 ) 0032  (3.696 **) 0202  (22.683 ***)  0.101 4,651 **%) 0003  (1.640
) )
) )
) )
) )
) )
) )

1991 -0.071 0.018 (2852 *

*

-2.696 *

0.119 5.934 **¥) 0.003  (1.541
1996 -0.912 (-2.178 *) 0.013  (1.761 *** 0.159 21.497 *** 0.157 (7.563 ***) 0.005  (3.072 **
1997  -2.092 (-7.138 ***) 0.005  (2.097 0.124 24.263 *** 0.243  (17.393 **¥) 0.003 (2517 **

0.060
0.119
0.159  (18.668 **

1998 -2.029 (-7.720 ***) 0.004 (6.890 ***
1999 -3.775 (-9.948 ***) 0.006 (1.541 ***
Total -1.100 (-2.803 ) 0.023 (2.960 *
Notes :*Significant at the 90% level.
**Significant at the 95% level.
***Sjgnificant at the 99% level.

0262  (21.176 ***) 0.002 (1581
0.382  (21.388 ***) -0.002  (-1.300
0.197 (8874 **) 0.007 (2.064

(
( (
( (
( (
( (

1995  -0.502 (-1.235 ) 0019 (2784 ** 0153  (23.022 ***

( (
( (
( (

(

) NN NN NN NN

P/B ROE ROE

PBR at+bROEO+cROE1+dLN(ME)+e +2 f

R-square: 37.56% _ Number: 2054
Date Intercept ROE PARO ROE PAR1 LN(ME) TWO

1988 -1752 (-1.601 ) 0075 (4779 ** 0061 (5512 ) 0353 (6199 *= 0000 (-0.046 )
1989 -1444 (-1297 ) 0041 (3543 %) 0462 (9557 **¥) 0356 (6246 ***) 0004 (0698 )
1990 2025 (1983 ) 0058 (3605 *) 0243 (12264 **¥)  -0034 (-0602 ) -0001 (-0144 )
1991 -0029 (-0042 ) 0019 (2862 * 0212 (21906 ***) 0125 (3743 *) -0005 (-1230 )
1992 -1167 (-2714 *% 0018 (2621 ) 0166 (18218 ***) 0181 (8338 ***)  -0002 (-0792 )
1993 -0.891 (-2221 )  -0018 (-1.013 *¥) 0237 (18589 **¥) 0167 (7975 *** 0000 (-0038 )
1994 -0.168 (<0440 ) 0032 (3680 *¥) 0201 (22559 **¥) 0104 (4739 ***)  -0001 (-0466 )
1995 -0479 (-1176 ) 0019 (2718 *%) 0153 (22926 ***) 0122 (6075 ***)  -0002 (-0.854 )
1996 -0.864 (-2.059 *) 0013 (1769 **¥) 0158 (21.313 **¥) 0461 (7633 *** 0000 (0162 )
1997 2061 (-7.027 **%) 0005 (2094 ) 0124 (24114 ***) 0246 (17.370 ***) 0000 (0091 )
1998 -2018 (-7.682 **¥) 0004 (6909 ***) 0060 (22691 ***) 0266 (21287 ***)  -0002 (-1201 )
1999 -3763 (-9982 ***) 0006 (1616 ***) 0118 (25335 ***) 0389 (21729 ***) 0010 (-4107 %)

|—

Total -0981 (-2.672 ) 0023 (2966 %) 0159 (18580 **) 0198 (8907 **) -0.001  (-0572
Notes:*Significant at the 90% level.
**Significant at the 95% level.
***Significant at the 99% level.
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PBR
ROE
PBR
PBR
ROE
PBR

(PBR_PAR - PBR.EBO9) = a+b LN(ME) + ¢ STABLE

R-square: 6.42% Number: 992
Date a b c R2(Average R2(March)
1988 -2.375 (-2.112 ) 0305 (3.668 *) 0051 (5.604 ***) 4.52 6.08
1989 0235 (0.154 ) 0160 (1.716 ) 0.049 (4.765 ***) 271 311
1990 3.015 (2.420 ) -0.142 (-1.557 ) 0.042 (4.953 ***) 312 3.19
1991 0710 (0.945 ) 0034 (0.741 ) 0020 (3.574 **¥) 1.45 1.93
1992 -0.179 (-0.586 ) 0112 (3432 *) 0.002 (0.571 ) 1.39 0.25
1993 -0.074 (-0.312 ) 0104 (3585 *) 0.005 (1.391 ) 1.92 151
1994 0.028 (0.042 ) 0092 (3.066 *) 0.007 (1.942 *) 1.55 0.66
1995 -0.469 (-1.256 ) 0103 (3.556 ***) 0.007 (1.990 ) 1.62 1.76
1996 -0.234 (-0.712 ) 0103 (3.581 ***) 0.007 (2.026 *) 1.66 0.93
1997 -2.818 (-10.250 ***) 0272 (12.885 ***) 0.008 (3.195 *) 13.99 8.47
1998 -3.324 (-15.301 ***) 0311 (18613 ***) 0005 (2332 **) 25.10 20.66
1999 -4.550 (-13.867 ***) 0427 (16.988 ***) 0009 (2.995 **) 2293 2921
Total -0.741 (-3.135 ) 0150 (5571 *) 0.018 (2.944 )

Notes: *Significant at the 90% level.

**Significant at the 95% level.

***Significant at the 99% level.

t-statistics and z-scores in parentheses

(PBR_PAR - PBREBO9) = a+b LN(ME)+c ONE

R-square: 5.86% Number: 992
Date a b c R2(Average R2(March)
1988 -0.793 (-0.759 ) 0295 (3509 %) 0028 (3.939 ***) 2.86 3.88
1989 1.662 (1.323 ) 0149 (1585 ) 0.031 (3.799 ***) 1.87 2.62
1990 4774 (4274 **) -0167 (-1.862 ) 0016 (2.272 *) 1.28 213
1991 1447 (2.095 ) 0025 (0.585 ) 0.009 (2.215 *) 0.71 0.77
1992 0019 (-0.120 ) 0107 (3274 *) -0.001 (-0.535 ) 141 0.38
1993 0.044 (-0.025 ) 0103 (3563 *) 0.003 (1.256 ) 191 1.63
1994 0155 (0.373 ) 0093 (3.077 %) 0.005 (1.995 *) 155 0.81
1995 -0.255 (-0.749 ) 0102 (3.491 **¥) 0.003 (1.283 ) 1.39 149
1996 -0.106 (-0.409 ) 0103 (3.591 ***) 0.005 (1.974 *) 164 0.79
1997 -2.542 (-9.968 ***) 0270 (12.738 ***) 0.004 (1.875 ) 1341 8.36
1998 -3.163 (-15.790 ***) 0310 (18481 ***) 0.002 (1.456 ) 2484 2011
1999 -3.891 (-12.798 ***) 0411 (16.268 ***) -0.003 (-0.927 ) 2243 28.79
Total -0.126 (-2.454 ) 0143 (5420 *) 0.009 (1.785 )

Notes: *Significant at the 90% level.

**Significant at the 95% level.
***Significant at the 99% level.

t-statistics and z-scores in parentheses
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(PBR PAR - PBREBO9) = a+b LN(ME) + ¢ TWO

R-square: 5.49% Number: 992
Date a b c R2(Average R2(March)
1988 0659 (0.601 ) 0250 (2977 %) 0.002 (0.246 ) 122 215
1989 3149 (2601 ) 0105 (1.125 ) 0.005 (0.503 ) 0.43 1.25
1990 5645 (5251 **)  -0.195 (-2.190 ) 0001 (0.121 ) 0.74 1.40
1991 2067 (3.173 ) 0008 (0.242 ) -0004 (-0.725 ) 0.26 0.56
1992 0114 (0.101 ) 0105 (3243 *) -0.005 (-1.685 ) 1.67 0.65
1993 0278 (0.618 ) 0.097 (3.370 ) -0.002 (-0.812 ) 178 1.58
1994 0450 (1.166 ) 0085 (2829 *) -0.001 (-0.342 ) 1.15 0.62
1995 0061 (0.101 ) 0093 (3.229 ***)  -0.005 (-1.553 ) 1.49 142
1996 0.259 (0.551 ) 0.093 (3.274 ** -0.003 (-1.036 ) 1.38 0.52
1997 -2.314 (-9.350 ***) 0.265 (12.464 *** -0.001 (-0.630 ) 13.19 8.41
1998 -2.994 (-15.370 ***) 0.305 (18.213 **¥*) -0.002 (-0.905 ) 24.74 19.85
1999 -3.666 (-12.413 ***) 0401 (15983 ***) -0.010 (-3.348 **) 2313 2948
Total 0411 (-1.645 ) 0128 (5.125 ) -0.002 (-0.783 )
Notes: *Significant at the 90% level.
**Significant at the 95% level.
***Significant at the 99% level.
t-statistics and z-scores in parentheses
McConnell/Servaes[1990]
[2000]
Berle/Means[1932]
Jensen/Meckling[1976]
Morck/Shleifer/Vishny[1988] [2000]
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PBR.EBO

[2000]
Date Cor Average) Cor(March)
1988 27.7% 37.2%
1989 29.7% 23.8%
1990 37.5% 41.0%
1991 44.3% 42.9%
1992 39.1% 37.7%
- 1993 40.0% 36.1%
gg g 1994 43.6% 44.4%
2y 1995 36.8% 30.7%
z 1996 40.2% 44.9%
" 1997 37.9% 48.1%
1998 33.0% 35.6%
1999 40.3% 47.2%
Total 37.4%

25

30d

Date Cor Average) Cor(March)

1988 9.1% 6.9%
1989 8.1% 9.5%
1990 3.7% 6.3%
1991 0.8% 1.5%
1992 -1.5% -0.6%
1993 -2.3% -3.3%
1994 -2.4% 1.3%
1995 -6.1% -6.7%
1996 -2.8% -6.4%
1997 0.4% -0.3%
1998 -3.2% 1.2%
1999 -5.2% -4.7%
Total 0.0%




304

Date Cor Average) Cor(March)

1988 9.5% 9.7%
1989 13.3% 12.1%
1990 9.9% 12.5%
1991 6.8% 6.1%
1992 3.4% 2.0%
1993 7.0% 3.0%
1994 5.7% 2.7%
1995 7.1% 10.0%
1996 7.0% 9.5%
1997 3.9% 4.8%
1998 1.9% 2.1%
1999 6.0% 5.9%
Total 6.8%
ROE
ROE PBR(

PBR
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)

30d

Date Cor Average) Cor(March)

1988 -2.3% -4.8%
1989 -1.6% 3.7%
1990 -3.3% -5.5%
1991 -3.7% -3.3%
1992 -3.8% -0.1%
1993 -5.9% -5.4%
1994 -3.2% -3.0%
1995 -7.1% -8.3%
1996 -7.0% -8.4%
1997 -4.3% -6.0%
1998 -4.3% -4.0%
1999 -5.5% -4.3%
Total -4.3%
ROE
ROE PBR



PBR

PBR PBR
PBR PBR
Date Cor Average) Cor(March)
1988 37.4% 44.7%
1989 38.1% 37.6%
1990 47.6% 46.0%
1991 53.8% 48.9%
1992 50.3% 54.1%
1993 56.0% 46.0%
1994 57.7% 69.2%
1995 49.3% 48.9%
1996 56.6% 56.8%
1997 47.1% 62.3%
1998 52.3% 50.7%
1999 56.0% 60.0%
Total 50.0%
PBR
PBR
1996 1996
1996
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(PBR_CON - PBR.EBO9) = a + b LN(ME) + ¢ STABLE

R-square: 4.62% Number: 2014
Date a b C R2(Average R2(March)
1988 -2.994 (-3.945 ***) 0.380 (6.893 *** 0.040 (6.269 ***) 4.45 4.92
1989 -2205 (-2.777 %) 0.378 (6.680 ***) 0.033 (5.110 ***) 341 5.46
1990 0.694 (0.774 ) 0.015 (0.330 ) 0.046 (8.294 ***) 4.02 3.75
1991 -1524 (-3.312 *¥) 0.171 (5.061 ***) 0.030 (8.072 ***) 3.90 3.38
1992 -1.277 (-4.162 ***) 0.163 (7.086 ***) 0.010 (3.883 ***) 2.90 1.83
1993 -0.916 (-3.083 ) 0.151 (6.784 ***) 0.009 (3.704 ***) 2.80 2.60
1994 0.003 (-0.076 ) 0.084 (3.745 *) 0.009 (3444 ***) 157 2.16
1995 -0.623 (-2.495 ) 0.105 (5.382 **) 0.008 (3.527 ***) 181 0.69
1996 -0.537 (-2.010 ) 0.130 (6.452 ***) 0.004 (1.895 *) 1.86 1.86
1997 -1.970 (-9.297 ***) 0.212 (13.194 *** 0.003 (1.687 ) 6.93 3.79
1998 -2.429 (-13.169 ***) 0.233 (16.741 ***) 0.003 (1573 ) 11.21 10.07
1999 -3.750 (-14.624 ***) 0.355 (18.319 ***) 0.010 (4.612 ) 13.06 14.28
Total -1.402 (-4.597 *) 0.194 (7793 *¥) 0.017 (4332 **)
Notes: *Significant at the 90% level.
**Significant at the 95% level.
***Significant at the 99% level.
t-statistics and z-scores in parentheses
(PBR_CON - PBR.EBO9) = a + b LN(ME) + ¢ ONE
R-square: 3.72% Number: 2014
Date a b c R2(Average R2(March)
1988 -0.794 (-1.285 ) 0.300 (5594 ***) 0.020 (4235 ***) 3.14 3.33
1989 -0.463 (-0.791 ) 0.299 (5520 ***) 0.025 (5.198 ***) 3.44 5.51
1990 4.160 (6.671 ***) -0.100 (-1.857 ) 0.006 (1.034 ) 0.56 0.95
1991 1.009 (2.407 ) 0.094 (2929 ) -0.003 (-1.164 ) 0.71 0.15
1992 -0.394 (-1.799 ) 0.137 (6.243 ***) -0.003 (-1.383 ) 2.23 1.38
1993 -0.170 (-0.800 ) 0.127 (5.939 ***) 0.000 (-0.203 ) 214 221
1994 0.739 (2914 *¥) 0.062 (2.878 ) -0.001 (-0.673 ) 101 1.87
1995 -0.023 (-0.390 *) 0.083 (4.488 ) 0.001 (0.739 ) 1.28 0.02
1996 -0.268 (-1.374 ) 0.114 (5.988 ***) 0.004 (2.383 *) 1.95 173
1997 -1.793 (-11.417 ***) 0.201 (13.081 ***) 0.003 (2.376 **) 7.02 3.83
1998 -2.291 (-17.346 ***) 0.223 (16.906 ***) 0.003 (2917 **) 11.45 10.54
1999 -2.828 (-15.238 ***) 0.322 (17.821 ***)  -0.002 (-1.410 ) 12.28 13.49
Total -0.194 (-2.895 ) 0.151 (6.853 *) 0.005 (1.237 )
Notes: *Significant at the 90% level.
**Significant at the 95% level.
***Significant at the 99% level.
t-statistics and z-scores in parentheses
(PBR_CON - PBR.EBO9) = a+b LN(ME) + ¢ TWO
R-square: 3.57% Number: 2014
Date a b c R2(Average R2(March)
1988 -0.094 (-0.175 ) 0.290 (5384 **¥) 0.005 (1 0.796 ) 2.04 2.02
1989 0.302 (0410 ) 0.290 (5310 **¥) 0.009 (1534 ) 2.04 412
1990 4.426 (7.208 ***) -0.098 (-1.807 ) -0.005 (-1.072 ) 0.47 0.51
1991 1.044 (2539 ) 0.100 (3.083 *) -0.010 (-2.703 *) 1.02 0.75
1992 -0.429 (-1.972 ) 0.139 (6.310 **¥) -0.004 (-1.499 ) 224 122
1993 -0.132 (-0.657 ) 0.131 (6141 **¥) -0.005 (-2.123 *) 2.32 247
1994 0.776 (3113 *¥) 0.066 (3.093 ) -0.006 (-2.738 **) 140 291
1995 0.025 (-0.149 ) 0.087 (4.689 *) -0.003 (-1.484 ) 133 0.20
1996 -0.180 (-0.962 ) 0.120 (6.209 ***) -0.002 (-0.789 ) 173 175
1997 -1.722 (-11.119 ***) 0.205 (13.241 **¥) -0.001 (-0.463 ) 6.83 3.72
1998 -2242 (-17.187 ***) 0222 (16.782 **%) 0.003 (1.898 *) 11.25 10.05
1999 -2.779 (-15.333 ***) 0.325 (18.074 ***) -0.010 (-4.018 *) 12.98 1411
Total -0.015 (-2.537 ) 0.152 (6.931 ** -0.002 (-0.979 )

Notes: *Significant at the 90% level.
**Significant at the 95% level.

***Significant at the 99% level.

t-statistics and z-scores in parentheses
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