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1991; Fama and French, 1992; Rosenberg et al, 1934). 7} SAkgk dgjo)9] 94
g, A7) AL e] AGRTEA o 22 7] e] A A 7hx] e} vlalste] Al 7FA 0] vhAl FAE
FTAE vgehe Ags wekh

7FA FAre] At Alel tiaiA A7 theFgk A rF A E o o] AAl F
7MA 2 BHE = ) shtE Kahneman and Tversky(1982) 2 A 25 &= )% A F-3k9]
9ol t}hE s} Fama and French(1992, 1993)9] A& E-8Ald] 7123 Al 93
1 A (market risk premium) 7FHd o]t} De Bondt and Thaler(1985)% @ F2} A 2F(con-
trarian strategy) 24 Ad 0] F& TS Fujste] 184 & FAE viFshe
FRlE FAF dEre] 29 AaE Baskglon 1 o mA wdRk-g-7H (over reaction
hypothesis)& AAI8HIEE 5 DA FAF2Hnaive investor)E©] A7) AR ARl spHlsHA
S-St o] Fo] TS Y FAIA I8 FA M ZH(contraian strategy)e] 23 A&
z#gtctar Fsldnh ofof whksl Ale] S84 7148k Fama and French(1992, 1993)
52 982207 (risk based hypothesis)S A|A|stL 712 ZHu|FS 714 Al
% (market risk)ell ojgt ®BAFo =z djA ekl
B Adge 7T AEFE e RS Ve o w2 AozhA] B 2yl 7vket
TRZElHE NEE AUl oleld e ES A FUFRYE WA oR

LA E B AAY onE 2 B
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Aol 74 Zejrlgle] EAlek: AE Belsta 1 9Ae BHHL,

Ak Bk BPE T4 Al A8 AF WA Fsw ol ft thest 2k A,
F4e) vle) AFsEe| oA e] Aslo] olofzt vz oletz Mol vl
Agsgel 4 Wil thal 4 4 otk B4, e AzsEe] A4ES 47 7199
W% 9 A A, k0 A PR BE adol od) A4HR olF F4sks
W oA el AgE BAAYS R A, vl AFEEE 43R o)

1) Ak S naive strategy)2 o] 9]ol & thFet A5 Esitt 7k #A o] 244 77} wlege &=
a2 fA¥v= 384 7]l (extrapolation),
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AAH R Y dusse] AdE dw AEE A9 st ol=27Y dEN
A& AT WAE AT olE oA stk met Else] @bl 5
Aot AeA o 2 et

S Al 712 olgrol tialA ol @ w3t AZhe ThA ke o)
- o

S7F s o ke ol Al AR AR A e 4 gt
2 AFE At Au/bA] B8] FY Wy F /M o8ty F49 EEAAE I
Z AAES A FUIREE YAY o2 EEHE WHE AFS-Si o= 9 A4 (reverse

engineering method) 224 @ 2] F- —’Foﬁ‘ E(internal rate of return)¥ 3412 WA

5 A (implied volatility)©] ©]9} 5d s BHS X835k Ao}, & AF= AY] AFAE

U AR FUHE trde Aoirbx] B 23l tiydste] o|=F Y AuirbA] A x 9
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B AT AR AUV Wk Bge WY Bl Y, 7191el A3 EEECE) 29
2, A% BHEVA) &9 BHolth o] A% WFe ol hEe ANow
ek ol A 7lselel, ARG olel, ifEAe FAHoR Attt AET BPL
Ige1) Sl 5] AR E CREeR o A7) ATAES] BA A9E E0E R
LTHYES B 0B V|FOR O F2L 4ste] 1079 B F TEZeQ
(Ri~Ri)& TE3Hh ool tfa 24 datt gt g}

A, TR VG e XEEE Fuls] 2T MG Re XE
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E2 25 vigsks FHlE REZ YRR HitFeEol 04~1.3%, AlE*

%23} A3}(Jensen’s alpha)”} 0.6~1.4%, Fama and French(1993) & tjn] 23} A
0.

1~07% s AU o] =l 3129 Al Q7SS o83k 71 w9l

EAE RS g B4, L 7AAGENA o)F 10d7e] A7) Har AANGES
AHzkste] ool ik sl 3] A4S S A BE By aFAGES] AT}
FFE AU o= TG EC] %%?%(‘;’%%—’F% el Ao (A F4)
HAvE RS AlAbeb 7hA] Zeju o] FApake] A4 7] v (extrapolation) ¢k
HH-S-(overreaction)oll 7]1913FtH= Lakonishok et al.(1994)2] 7}d-& A= &t}
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added, ©]3} EVA) &¢l 238 7rojo] ) (residual income, ]38+ RI) &2 =& o] JtiFrancis
et al., 2000; Shrieves and Wachowicz, 2001; Foerster et al., 2017).

2. 7k« Zgn ¢

ChFEE A F2p defo] Al AGE e Bk op el Al 2ol S Bk
43} g ste] teFe A7t M aE Ak Basu(1977) % S PERZ 1A H LEZ Q.
A5 FEo] Frbste 7k Zejule] EAgs Bl on o2 E A AR
& 9] PER7} A7HA ol S2b4 o2 Tefan Sie] vk EA] etk F463ith Chan
et al(1PDS L FAAGS tiFo = 71 tiy] 5ol HI&(EP), 571 tiv] Y9T=sF
H)&(C/P), A7 2] A 7EA] div] 23-7FA] 1] & (book to market ratio, ©13F B/M),
ae]ar Al7EE A (size) o] F7F AW E S A A3 B/MI C/P7F 7o Eoll #-o %
o] AlE BATS Rl o] 25-F Fama and French(1992)+ AR Bgo=
A A e 71T (size) &k A7 |ARE O] AHIEA] tiu] A7 BleB/M) E9E

A8

Chan(1983) =gk 712 T2 ko] el o= BfdabA] &2 1748 Aol
kAl o] & Aol ¥ (market anomaly)= 418 = flvkal Fskaith 1= CAPME
H e} Fo] g-8o] AZ7bA Aol ThA] Y2 AA A o' foletA] FAL
(wealth)®] 7] 1&gl gk BAo R A& & vk F43s3it o]ol whal] Fama
and French(1993)& 7|4 1f K(size) &3k} A7) AL ] A147EA] djv] GH-7E4] B]&(B/M)
EHE 2 FH S TEEYQE Al B FUE o e ket 7HA| ZejvdE
A & Aok FEeh

Kahneman and Tversky(1982)&= FAALEo] dJe]|d o2 2o HHo} o]
a2l e uk3-(overreaction) < st 430l Aa= A4kt o] =5 De Bondt and
Thaler(1985)+= A8 F7trol g5 o83 938 T4 A= (contrarian strategy)®] =3
J3H5 AABFA T Lakonishok et al.(1994) TheFsh 714 ZEjn| A4S 4 FApAbE0]
282 7ol 4ztste] AL AR S At nlg R FGA7]7] wiEolekal ek

7EA T Eakel A sl AFEA FFE, A9 2003)S AdiR AEE R
B/M, E/P, C/P, S/PE o83 7kA] Fa} ks A% 23 BM¥ C/P7) 714 Zen 9
st o 1 A2 A AFAAETE & 7 F7F B 7 AL AP A B
457 BB b = Aol kil Fskadvh o] % (2019)2 =l kA
Aol A TS o w 7EX FaE dEfe] AI3ks 5743 A3 PBR, PER,
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PCR, PSRe] $+& 7} 57} al vl&o] %2 4gFrl fols] w8 Aus sy
g a7 o] 7hA] ZEu g Fie] AHetA] evha stk 18(2016)>
F2pe] Agl el 7wk 29 vk (good deal bound)E o]-&-dte] = 71 Al
PBR, PER, PDR< ©]-8-3F 71| Zejw|jo] ZAshAwk 1 &37F AlAIG A o5 A4} oFalj#]
3 goka FAskh ol d, AFM(2017)E FHAGR Y S o|gste] Ar|HEE
Tk e} AT vl s A skE FAF Age] 7hA TR Fabete ARt 43S
Huskgith AEH Q01D 28 ATFEA Sl FAAG g A A w3 g
¥ =S Aelste] APEAIT flol A7, BM, EP7E sl 410l i Shd ] Adrge o]

O] HERE AAZ A F AN E A G ATE AU} TPE Rl A
sl QAR FA0) A9 g B vMAAFEEe AFES A AR
oarst lovf olg A thent gvt

&) W7}l 1B a4 (Value Line's investment survey)
353 A 718 AATI= 7] WAA S (mplied long-term growth
rate)= ALt o] ZHE WA G EC] FAAFE] VIt Ry E=ThE 2412 B vt

Cogliati et al.(2011) IPO 7]99] T F7I25H ALtE Joddaa sl WALEE
WA ST o] S B3 A3} [PO 7|49 AdEo] FaAldl o8 o) A==

8
4%l 9o 2 434 PO /10l 43 271 AP0 oIF Sl e
Aado] WAIRTIL TSI Liv o sl DIDE Fe] 49719 B4 o) /) dFes
of WA Bl sas BT DA o o % FAA o] Ao rbe ek
Ae Aath ek,

m. =3
L ddi7pA] H7F 29
T2 o] B4 7HA S AbEete P o mA N 71 e] VTSRO RN E o] &4
7MA<& A FA4sHe A7k #H7Habsolute valuation) 232} Al F2719ke] g 4]
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FCFF= EBIT(1—t,) + Dep— Capex )

714 EBIT= 99019, ti= FEMAMES, Dep A7H3ZHH] B ARzl g,
Capext AHE-A A& 24 9 F3FAHE (invested capital, ©]&} I1C)2] S71= 2] gt}
B FEFAEE AR LAY Frol PG At {FE AR,
oz Aojhrt 7IA7HA(V)= 719dddasEe] dAl

7ol 7| dddFEEo| E(g)9 v&= 973z A4sthd FCFFY &4 A%

&

1o,
ot

[ee]

O FCFF) FCFF0(1+E'(g))
PV, = Vo= 5+5, E

= (1+ wacc):  (WACC— Elg)) ©)

1714 717 (Vo) A71AHE] A 7R S9h BRI Ae] A7 (Bye] g
Aol Hu] WACCE 4714123 ElQlalRe] 745a Aru] o,

3) BAA FI77HA(EVA) &9l 2
A A F-7171] (economic value added)= 719¢] #&3F A% o] 2] (economic profit)

o2X AFF Pl F(NOPAT)N A FAFeHAREIC)O Wt AHr] &2 AH3He Aot

EVA= NOPAT— WACCx IC (7)
where NOPAT= EBIT(1—t,)

o714 NOPATE AlF-93%1010lo] T ICE A Faiaiolt). o e AA14 2717147}
Blgel new d74os 443 49 BVAS 34 44 mae tew 2

E(EVA,)  EVA,(1+Elg))
(1+ wAco)  (WACC—E(g))

where NB, = B,— CE,

PV, = MVA, = S,+ NB,— IC, = E (8)

17141 MVA(market value added)s 2712+ A37H(S)9 224813 A (NB)el A
FAARACIE AT Aole] AAA FPEVAIS BA7EAsE ek o] A5 =3
HANBE FAFABOIA G5 E5HCES Ae Aelt,
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_ sPs(1+£g))
PV, :PU_W’ ©
_ EBITDAPS,(1+E(g))
e e P ) B
EPS,(1+ E(g))
PVy=F = W,
e CFPS,(1+ E(g))
AT SR
BPS,(1+ Elg))
Ph=R= G )

2. 8745 (required growth rate)9] 4
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Model Required growth rate Model Required growth rate
G S S f)UreiSPSO G S f)(]reiBPSO
HOHSP R EoPS, RGRBP BT BPs,
ERITDAPS o EBITDAPS, op Pyr, — CFPS,
HaR- S “pempmpars, — RORCEPS R
RGR EPS Fyr, — EPS, RGR FCFF (B, +S,) WACC— FCFF,
- B+ EPS, - By +8,+ FCFF,
Fyr, — DES, (NB, + S, — 1G;) WACC— EVA,
RORDES B +DPS, RGREVA NB, + 8, —IC; + EVA,
<E o)A a7 ENE A FUt 3 A7tEdo] 23 o] Qi) ek &

AERGR)Z AAo F7F = AVFEdE Adstehs diZbA Ao Ha 2749 E

olehz A o) Zrerk o= HE STHFE B R4S A 18 FFoA]

oRGR __CR(1+r) an
aPVy  (PVy+ CR)*

oRGR _ PV,
or  PVy+CF,’

oRGR  PV,(1+7)

oCE,  (PVy+ CRY

2) FnGuide® 7913 #9&82A =i 59X 528 E, We2A fid 59 &% A% div] We 2445,
ARzrYgezA 6
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4 (DEPE A7) AL 2/1G(CR)T Aol Frehs A7) ol et
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TH T 128 2] 7] ARARTE sAEE vid 38 B Ve R 87 RES
FA 35T webA] xéltﬂﬂﬂ A g 2715k 719e] A 1 Eete] g AAS whgshy
ojZo] e H(EFH) A F7HE ATEets v 2R ES SUHFHED) T

LTERES 01%@ FA defo] Auf7hA] Rgel 7Inkek FAp el Hs) b A2
U3 2ok AA, 878880l e S(EETS) AlRH/HIAEIY Aol senw
ol& Fal Ah7HA] B} FA FAb Aol sttt =A, L ELS 57 Wl

AT olg] AAAH, JUAA ASE Bl AF /14 WA A T Al
Pk HUEYY S ek A, A2 AT FAF Wake o8 Jeoloe] HAxehe
GF AGAR G A% Fohl b} TSk APl Uit vk 8THRES
lelE A 1) i A B HER Y & et

2 AT STAARES o)&s XEZY Y 9% 24 AHE F457] A8l Ak &
(SR), A Al oELE‘r(JA), AR H)E(IR), Zakamouline and Koekebakker(2009)¢] < uk=]
AREZH] & (GSR)S 4 &34t

) AEA AAAE

AZH (SRS EEEY Q0] 2|05 ES EFARE L Aol

SR:w (12)
WM BT NGRS 2R AAAAS el B Aol

JA=(E(R)~R,)—B,(E(R,)—R)) (13)
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HEHE(R)2 A dHJAE ol8 FEA= s Aotk

IR= L4 (14)

JA_FF3% Fama and French(1993)¢] 38¢1 23 (o]&} FF3 23)< 71A39S w9
AAFA ot} 7] Rovp®t R 2H2F 71 A F B(size) &34} A7) AFE- 0] A] 771
oy FE7ER] B&(B/M) s 2 FHl8 LEZZ]Q 9 o Eolt)

JA_FF3= (E(Bp) 7Rf)7ﬁp,m(E(‘Rm) Rf) ﬂp,&l{EE(RSﬁ/B) 7/3p,H]\/fLE(RH:WL) (15)
IR_FF3+% JA_FF3Z o]9] §59A & tir gholth

IR FF3=—F—+L (16)

mlo
rlo
>
2
£
=
o
w0
)
o
mO
=
»or

AR H])S-(generalized Sharpe ratio, ©]3} GSR)& AA| 84t 15
ARZHE(GSR) 9] S5 F 4-9-9S Blon -9 A4 583 (negative exponential utility
function)2} NIG(negative inverse Gaussian) &3 slollA] dRE4 ARZH]-E&(GSR)Y] 34 E1E
th53 o] AAEHA

GSR= \/5\/<urf>(ﬂ+ “(“—_”))ja( Vol -2 | a7

62+(u—rf 2 §2+(u—rf)2

A7 = FHE FUECIAL o, 4, 6, pi= NIG ZE| AMsolth. NIG 3=
Barndorff-Nielsen(1977)0] 70'&-3F GH £ ¥ (generalised hyperbolic distribution)] &3k

AS-2A olo FEIDESFE U3 2

5@06504»5(1 w)
V&4 (x*,u)

flzs a, B, 6, p) = ](1(04\/52+(z—u)2), where ¢ = aQ—ﬂz (18)
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Z~(modified Bessel function of the second kind with index 1)

3}
=

=

Z;;g uq] Al

o

.

1714 K

= TFE(scale) EEA] o)A o]

AARA =L FAH R §

At

il
0
o

ToR

=

A A
=

o]
o

b,

of S|gu4: Abelol

ST
X

} NIG

stal a7} g Auigkrh Aok

o

ojojof

) 5= (tail heaviness) B52A4 a7} A-YGFE &

Z = (peakedness) 7} A4 a1 212] 7} FE 9] ZITH NIG

L
. T

g 252A 9

p2s

R

-

A, 5

e
B

AAZ &

ux&]

]

H

o

L

(19)
=

&

]

14 g w49 714
Z?(ETFETNELW)

dp

9|

&)

)

A A

=2 T A HEKOSPD

Kurtlz] =3+

=

=

K

V. 2} =
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o] AH}E FA38t] 9lo]A Fama and French(1992)¢]
* =

129 AAagele] 47 ATAL FAAH

o

e ! =
L. 878454 A4 54
D) 87888 725 AF
<E 2AAME A7 AFAETE SAEE d 39 E Vo R FAT T 8T
FE] e 7| 2E AR didk H A (Min), w5 (Avg), Hdigt(Max)o] A= o]
Ark #d ARFE QFES] Hetol A4S TS (RGR.IDPS)9) AAIE Ht(Avg)©l

= 8
51%% WAL U= B S5 St 8B AdTS A AR
= o7 E S 7ol
seas Az Ao F7ke A9Etetr] fsd
T eng da HJUHENS THeAdol A o] =4
U A
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N
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:OL_l‘
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oX,
o
-
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-
A,
(d

TAGES RFAA A (Avg)S B HAA 0= 36~25.1% tel
PEGY AR R S EAFoR FRulEE(RGRIDPS)®] 3.6% Hl, 7| doid=
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Avg -0.578 -0.101 -0.031 0.051 -0.499 -0.081 -0.003 -0.088
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Panel A: Diff RGR_SPS Panel B: Diff RGR_EBITDAPS
Est. SE. Pval Est. S.E. Pval
Intercept -0.179 0.060 0.003 Intercept 0.047 0.056 0.407
RGR_SPS 0.761 0.034 <.01 RGR_EBITDAPS 0555 0.026 <.01
RGR_SPS_square 0.013 0.030 0.671 RGR_EBITDAPS_square -0.207 0.041 <.01
asset_ret -0.001 0.005 0.891 asset_ret -0.002 0.005 0.714
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OP_ret 0.000 0.000 0.628 OP_ret -0.001 0.001 0.097
OP_sales_ratio 0.222 0.023 <.01 OP_sales_ratio -0.212 0.024 <01

OP_equity_cap_ratio -0.017 0.004 <.01 OP_equity_cap_ratio -0.022 0.004 <.01

5) AAl 37 BAL 73735 378 Aol 119, 3, 54, 108719] Bt AAAGETS] 2belE EA8k5 o
B2 2AEE LE AR 27 4%E JAAFE FrE A
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<E 5> H¥E2 Ao ZH(AH)

Panel C: Diff RGR_EPS Panel D: Diff RGR_DPS

Est. SE. Pval Est. SE.  Pval
Intercept 0.328 0.075 <.01 Intercept 0.044 0.048 0.366
RGR_EPS 0.075 0.050 0.132 RGR_DPS 0.692 0.070 <.01
RGR_EPS_square -0.655 0.095 <.01 RGR_DPS_square -1.229 0533 0.021
asset_ret -0.032 0.019 0.089 asset_ret -0.004 0.011 0.711
sales_ret 0.018 0.010 0.061 sales_ret 0.010 0.005 0.059
OP_ret -0.001 0.001 0.385 OP_ret 0.000 0.000 0.421
OP_sales_ratio -0.185 0.068 0.001 OP_sales_ratio -0.045 0.024 0.059
OP_equity_cap_ratio -0.746 0.069 <.01 OP_equity_cap_ratio -0.336 0.036 <.01
Panel E: Diff RGR_BPS Panel F: Diff RGR_CFPS

Est. SE. Pval Est. SE. Pval
Intercept -0.068 0.038 0.078 Intercept 0.283 0.058 <.01
RGR_BPS 0.862 0.022 <.01 RGR_CFPS 0533 0.034 <.01
RGR_BPS_square -0.062 0.022 0.005 RGR_CFPS_square -0.100 0.053 0.059
asset_ret -0.005 0.003 0.086 asset_ret -0.010 0.013 0.463
sales_ret 0.002 0.003 0.534 sales_ret -0.012 0.007 0.072
OP_ret 0.000 0.000 0.304 OP_ret 0.001 0.001 0.172
OP_sales_ratio -0.074 0.015 <.01 OP_sales_ratio -0.067 0.032 0.035

OP_equity_cap_ratio 0.103 0.014 <01 OP_equity_cap_ratio -0.428 0.038 <.01

<H 55014 RGRUEPSE A9jg LE A;ol A 2 F4RE) HAAG7} 1% F2olA
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<E 6> 2TPMAEES| Fama and Macbeth(1973) AN

7] AFAE FA AR 39)9] T5E $ 80 st A7 GEY] JH 4 A S Fama and Macbeth(1973)
AAS T3 4519k AWM= Fama and French(1993)2] 3 291 HlE} 4 X 24 Market betat= A HEEZE] Q.
WELS, SMB beta= Al7FE9 712 T84 XEZ2] Q(SMB)2| WELE, HML betas A7 AHE9] A71A] djv] 5713
71E FHE LEZFQ(HML)Y WERE ndte) 10% oA folet 49 "5 grlsksith

Panel A: RGR_SPS

Panel B: RGR_EBITDAPS

Panel C: RGR_EPS

Variable Est. Variable Est. Variable Est.
Intercept 0.024 Intercept 0.017" Intercept 0.013
RGR_SPS 0.027" RGR_EBITDAPS 0.047" RGR_EPS 0.003
Market beta -0.015 Market beta -0.014 Market beta -0.013
SMB beta 0.009" SMB beta 0.014" SMB beta 0.017°
HML beta 0.024° HML beta 0.024" HML beta 0.029°
Panel D: RGR_DPS Panel E: RGR_BPS Panel F: RGR_CFPS
Variable Est. Variable Est. Variable Est.
Intercept 0.017" Intercept 0.039" Intercept 0.015"
RGR_DPS -0.115 RGR_BPS 0.054" RGR_CFPS 0.021
Market beta -0.009 Market beta -0.018 Market beta -0.013
SMB beta 0.016" SMB beta 0.006" SMB beta 0.016"
HML beta 0.026 HML beta 0.021" HML beta 0.026"
Panel G: RGR_FCFF Panel H: RGR_EVA

Variable Est. Variable Est.

Intercept 0.018" Intercept 0.015

RGR_FCFF 0.055 RGR_EVA 0.024

Market beta -0.019 Market beta -0.014

SMB beta 0.016" SMB beta 0.014"

HML beta 0.025" HML beta 0.029"
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4. %04 A%
D A% ZEE 43

QTFAARAET} o]o ALEl= FAY AAELS o] L35}
Fama and French(1992)¢] #Hel wel & 16719 A% LEZTE T53%s W
29 71EHF o8] AAHo] gtk o] 714 AGR_Sales, AGR_EBITDA, AGR_NI,
AGR_DPS, AGR_CFPS, AGR_FCFF, AGR_EVA+= 747 274

AAE, Aol S8, o1 SIS, T

<R oA Ad7bA] #]3Ee]

X

O
=719 = e - = = o
G S7HE, TEEYLddAdTEE TS

<E 7> FAAM MAED QTMEES 0|23 2T

AW AR a7HED SA4 JEES o188 A% TEFY0) FF FIBL A AGR Sales
AGR_EBITDA, AGR_NI, AGR_DPS, AGR_CFPS, AGR_FCFF, AGR_EVA+ 8744 EY U3 717ke] A7t vj& 9
NAE, A0le] 2718, wolo] e, FRNYE 218, FHANATEE 2718, AU AR EE 8, AAY
HIVHA F7HEolt. RGR _1(AGR_D*l| A1 RGR_4(AGR_: 4):; AE JgE| Ut

Panel B: AGR_EBITDA vs RGR_EBITDAPS
RGR_1 RGR_2 RGR_3 RGR_4

Panel A: AGR_Sales vs RGR_SPS
RGR_1 RGR_2 RGR_3 RGR_4

AGR_1 -0.006 -0.003 -0.005 -0.007 AGR_1 0.001 0.001 0.000  -0.004
AGR_2 0.001 0.004 0.003 -0.004 AGR_2 0.005 0.003 0.002 0.001
AGR_3  0.005 0.001 0.002 -0.001 AGR_3 0.008 0.005 0.001 0.000
AGR_4 0.001 0.002 0.000 -0.005 AGR_4 0.003 0.003 0.000  -0.002
Panel C: AGR_NI vs RGR_EPS Panel D: AGR_DPS vs RGR_DPS

RGR_1 RGR_2 RGR_3 RGR_4 RGR_1 RGR_2 RGR_3 RGR_4
AGR_1 0.004 0.003 -0.001 -0.001 AGR_1 0.003 0.001 0.000  -0.004
AGR_2  0.007 0.002 0.000 -0.001 AGR_2 0.006 0.006 0.000  -0.002
AGR_3  0.009 0.003 0.003 -0.002 AGR_3 0.012 0.004 0.005 0.000
AGR_4  0.006 0.005 0.000 0.002 AGR_4 0.007 0.007 0.004 0.000
Panel E: AGR_BPS vs RGR_BPS Panel F: AGR_CFPS vs RGR_CFPS

RGR_1 RGR_2 RGR_3 RGR_4 RGR_1 RGR_2 RGR_3 RGR_4
AGR_1 0.000 0.000 -0.005 -0.015 AGR_1 0.004 0.001 0.000 -0.004
AGR_2 0.005 0.003 0.000 -0.003 AGR_2 0.007 0.004 0.001 0.001
AGR_3 0.010 0.005 0.001 -0.002 AGR_3 0.009 0.005 0.001  -0.001
AGR_4  0.008 0.000 -0.002 -0.006 AGR_4 0.008 0.004 0.001  -0.001
Panel G: AGR_FCFF vs RGR_FCFF Panel H: AGR_EVA vs RGR_EVA

RGR_1 RGR_2 RGR_3 RGR_4 RGR_1 RGR_2 RGR_3 RGR_4
AGR_1 0.002 0.012 0.004 0.002 AGR_1 0.004 0.001 0.005 0.003
AGR_2 0.008 0.007 0.006 0.001 AGR_2 0.008 0.006 0.002 0.002
AGR_3 0.008 0.008 0.007 0.002 AGR_3 0.006 0.004 0.006 0.004
AGR_4 0.006 0.004 0.005 0.005 AGR_4  0.003 0.004 0.001 0.000
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Performance of Combination Portfolio : RGR_DPS and RGR_BPS

ER,JA,JA_FF3 SR,IR,IR_FF3,GSR
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RGR_SPS PSR RGR_EPS PER RGR_DPS D_Yield

(Ri~Rio) (R1-Ruo) (Ri—Rio) (Ri-Rio) (Ri—Ruo) (Rio-R1)
ER 0.004 0.005 0.006 0.004 0.012 0.010
Stdev 0.045 0.036 0.037 0.034 0.051 0.038
Skew 0.623 0.602 0.618 0.474 0.482 0.736
Kurt 2.275 1.867 1.716 1.258 1.065 1.970
Beta 0.106 0.080 -0.150 0.037 -0.627 -0.200
SR 0.021 0.076 0.101 0.037 0.185 0.190

JA 0.001 0.003 0.004 0.001 0.010" 0.007"
IR 0.017 0.073 0.110 0.035 0.274 0.207
JA_FF3 -0.003 0.000 0.001 -0.001 0.006" 0.004
IR_FF3 -0.062 -0.013 0.035 -0.037 0.182 0.124
GSR 0.021 0.077 0.102 0.037 0.187 0.194

RGR_BPS PBR RGR_CFPS PCR

(R1—Rio) (Ri-Ruo) (Ri-Ruo) (Ri—Ruo) B
ER 0.013 0.015 0.006 0.005 0.004
Stdev 0.044 0.041 0.036 0.033 0.054
Skew 0.286 0.410 0.469 0.561 -0.740
Kurt 0.207 0.549 1.596 1.405 2.695
Beta -0.003 -0.046 -0.082 0.009 1.000
SR 0.226 0.304 0.087 0.066 0.030
JA 0.009" 0.012" 0.003 0.002 0.000
IR 0.226 0.307 0.091 0.066 n/a
JA_FF3 0.002 0.005° 0.000 0.000 0.000
IR_FF3 0.055 0.154 -0.002 -0.011 n/a

GSR 0.229 0.310 0.087 0.067 0.030
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O A3 932 o Atk o5 st L TAYE LEZT Q9 Hastd P59
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Exp Con Exp- Exp Con Exp-

Con Con

ER 0.004 0.002 0.002 ER 0.010 0.019 -0.009

(SIS g 0001 0000 0002 (FDES A 0010° 0013 -0.003

URI0T JACFF3 -0.003 -0.004  0.000 1o JA_FF3  0.007° 0.005 0.002

RGR_EBIT ER 0.007  0.007 0.000 J— 0.013 0017 -0.005

DAPS JA 0.005 0004 0.001 RR) JA 0.010° 0.014" -0.004

(R;-Rip)  JA_FF3 0000 -0.004 0.005 Lo JA_FF3 0002 0003 -0.001

ER 0.009 0.003 0.006 ER 0.008 0.005 0.003

?S%EE’S JA 0.006" -0.001 0,007 ?;iffps JA 0005 0001 0004

R0 JAFF3 0.003 -0.002  0.005 PR JALFF3S 0.001 0.000  0.000

R ER 0.008 0000 0007 Rum ER 0.008 0.000 0.007
6) D_Yield= PDRS] ¥4=0]22 (Ryp-Ry)o] Ha Fxb Ao <3 Fu)g ¥ EZZ|Qo|t)
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Required Growth Rate and
Contrarian Strategy

Bong-Jun Kim* - Seung-Youn Cha** - Jeongmin Park***

Abstract

This study estimated the required growth rate that justifies the current stock price using absolute
valuation models. We evaluated the performance of contrarian investment strategy based on the
estimated required growth rate for KOSPI market. Empirical results are summarized as follows.

First, we constructed zero cost portfolio by short selling stocks with high required growth rate
and buying stocks with low required growth rate. Market excess return (Jensen’s alpha) of these
portfolios were distributed between 0.6% and 1.4%. Second, from panel regression we found that
the difference between required growth rate and realized growth rate increases with the required
growth rate. This implies that the excess return of contrarian strategy is due to naive investor’s
extrapolation about the growth rate of growth firm. Third, from cross sectional regression we
found that required growth rate had positive coefficients with stock return. This implies that market
investors required additional risk premium for stocks with high required growth rate. Fourth, contrarian
portfolio based on the required growth rate showed performance similar to the portfolio based
on the relative valuation index like PER.

Concludingly, naive investor's excessive expectation for growth stocks caused the overvaluation
of stock with high required growth rate. As the result of it, abnormal return of contrarian strategy
was found as growth stocks with high required growth rate failed to satisfy the expectation of
these investors. Required growth rate reflects market's expectation for growth potential of individual
firm. Therefore, we suggest that required growth rate be used as the alternative index that segregates
growth stock and value stock.

Keywords : Required Growth Rate, Implied Growth Rate, Contrarian Strategy, Value Strategy,
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