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L= o T, EE TR 2 VT OHIO £7 /10 GRIV ZHEEH L7-3 8, BEAZEO R MR
BT EDIR L B R EOBRMRAGE ) 2 b OREME 2 8L Z 2N TE D, TOERT, Zh
B OEFEMEEHEE T L, #iliE T2 ETHERARERZRIEL T D Lz D,

4.2 A 7T A4 NEARIRX MT X 55

IDIT, BEETHEAREZA 7 > b & LI2HE O GMMW O 3EMERHEE T L oF AtkEE, U
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BARITARNR, REDY AT BRTEHICL T, FOREFHINDDONTHOWTHEGEFT 5,
KIDRHIVAIL, AT T4 REARIA LU R ZEHITHONWTORAFTEBEL F DTS,
AT T4 REARa 2 FOEHEIZZNZEN, 0128 (RIV), 0.094 (OHJO), 0.089 (GRIV), 0.069 (0J)
ThHY, RIV LR LA VT T4 RERIZA MR- &b REREHMEE R L TWVD I,
GMMW DfER ERE SR D, VAT TF w7 « URATOEKTHDT L /3— R_X—% UBeta D
HEIL 0681 THY, ARBEDY F—ALKERFEDY #— (0.885) LV bifidiaik L o)
PEAMENZ EZ2RIB L CTD, F7o, MU A7 257 Leverage DO FHJfEIL 0422 TH V), KEARZE
DIFHIE 0.284 1V 50%IE E =V, 728, Size & PB OFHIMEIL, TN £4119.192 & 1.907 Th 5,

| £3 AL 7514 FEAIR R L) R BRITHOVWTOEAREE |
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#F1 HEAWHHE
RENVA AT TA REEOHEE MBI & BEERVEIC OV TOREARH &

B I IEYE(RE S/ MiE A {7 efE FE3MUS @A
A7 74 FREOEEICLDELEH (B : M)

Po 39,867 12,169 88,812 1 337 663 1,460 5,620,000
EPS, 39,867 649 4,080 -359 17 42 93 161,022
BPS, 39,867 5,485 33,106 0.851 268 590 1,171 1,060,157
Payout 39,867 0.312 0.235 0.000 0.163 0.260 0.399 1.000
CoE 39,867 0.035 0.013 0.006 0.026 0.032 0.044 0.083
TEREMICOVWTOER
poe, 39,867 25.274 32.586 -76.186 11.481 17.082 26.746 811.353
pobo 39,867 2.134 3.056 0.099 0.729 1.178 2.199 57.510
ME (HT @ {5H) 39,867 1,251 5,981 2 57 158 536 282,087

DoV TR G 4 7 At O, EPS 1% 1 HIJED 1 kS 7= 0 #2235 TAERILE, BPSyIE LikdH 7= W R EEAR
Hfili, Payout|IFLXME (FLM%H/FLS), CoElX CAPM % & & ITifZ: 60 A DAY 2 —inbEH L
TR EBEAR T A b, pofeqtT VIISEMRAMINAS R, po/bo IRRMHIE PERT R, MEIHeARZ, ThEnET,
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INFIVB AT TA REHICOWTOIRAR G =

o hiE EEoEA (% SR Diff_RegMult plE Diff_Theobench pE fEREEE  AELIUT g #3045
AT T RFE D 39,867 98 13.213 -12.061 0.00 -20.350 0.00 5.380 9.703 12.550 17.115

AT T4 KT by 39,867 97 0.837 -1.296 0.00 -0.163 0.00 0.676 0.496 0.716 1.008

P FIER 1L HIJEHRMINAES (OHIO ET7 /1), ¢p TIEFHMEHRILERSSR (GRIV) %, ZiLZN&KT,

#2 MEMEOE
IV A ARFEMED A T A

P Alternative-OHJO p i Alternative-GRIV p i TR HAUSL g fE F3USYL

OHJO -0.027 0.511 -0.371 -0.107 0.215
GRIV -0.008 0.020 0.00 0.817 -0.410 -0.141 0.204
QJ 1.834 1.861 0.00 1.842 0.00 2.767 0.225 1.052 2.439
RIV 0.358 0.385 0.00 0.366 0.00 0.883 -0.279 0.167 0.765
P/E1 0.166 0.193 0.00 0.174 0.00 1.445 -0.348 -0.020 0.406
P/B 0.000 0.027 0.00 0.007 0.04 0.605 -0.428 -0.119 0.285

Alternative — OHJO & Alternative — GRIV I, fiDE T /W K BEHEMIED A 7 27535 OHIO &5 /L
BLOGRIV 1 HEDVAEEMED /N T A% 2 LG IWeKRE S %, ZRZENRT, LI2h> T, IE(A)
%ﬁa‘:)}: 5%:;'%/2\, 1&%@’97’;%-7‘»0)/%‘4’ TALDHOHIOET/VE LLIZGRIV DA T ADTFH/NEN (K

A = 5,

SRV B AREAME O R

SERfE Alternative-OHJO p fiE Alternative-GRIV pfiE o BT A o fE ] BT A
OHJO 0.386 0.336 0.150 0.315 0.526
GRIV 0.443 0.057 0.00 0.686 0.166 0.342 0.558
oJ 1.937 1.552 0.00 1.495 0.00 2.695 0.389 1.052 2.439
RIV 0.661 0.276 0.00 0.219 0.00 0.686 0.224 0.466 0.794
PE1 0.546 0.161 0.00 0.104 0.00 1.348 0.172 0.371 0.645
PB 0.460 0.074 0.00 0.017 0.00 0.393 0.186 0.380 0.625

Alternative — OHJO & Alternative — GRIV X, {hoET /WIZ L % REMEOMFAED D OHIO E7 /v
B EDGRIV 22 b I IR ORMER IR Z 2 LW KR E &2, ZhEnE T, LIhi-> T, 1E(R)
%[ﬁ%)& E)i;?k%/g:, {J;%%?/gﬁ%?ﬂ/@/\‘/]’ TAXDEH OHIO EF VL <IE GRIV OffEkIFAAZ D J7 03/ S (R

W) ZEERE o

S C o AREAIE O BT GE

OHJO GRIV 0J RIV P/E1 P/B
EEH 797.519%**  746.246***  865.921***  508.017**  969.798***  730.655***
tfiE 4.45 3.40 4.02 2.84 3.86 3.06
1 AT 1.264%** 1.457%** 0.589*** 1.311%** 0.967*** 1.706***
tfiE 12.79 11.08 7.85 8.80 11.10 10.80
L% 39,765 39,765 39,765 39,765 39,765 39,765
R? 0.760 0.741 0.720 0.739 0.784 0.672
Difference in R?
OHJO-Alternative 0.019 0.040 0.022 -0.024 0.088
pfE 0.07 0.00 0.13 0.21 0.00
GRIV-Alternative 0.021 0.002 -0.043 0.069
pfE 0.21 0.89 0.05 0.01

OHJO — Alternative & GRIV — AlternativelX, #ffiz OHIO E7 /L35 LU GRIV (T K 2 ZEAMEIZ B
L7cG B D RO OMOET NV EEH LTEHED RREELGIVWIERE S %, TNTAERT, LIER-T, E
(B) % & 2546, NEMNRET/LEY S OHIO €7 /4% L <X GRIV OMMMEARE 2 B ()
}’_ % %?;ﬁg%‘é%g%, wrk LR, TN 1%, 10%OKETHEE SN/ T A= PFEICE R &7

£ : /j_\‘ o
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K3 AT T4 FERAR LY 2RI ERITONTOERFF &

B FHE  EEEE RME FHUNSNL PO IS K fE
A7 74 F&FIAR b
ICOE °H° 17,219 0.094 0.069 0.000 0.038 0.080 0.137 0.300
ICOE &RV 16,872 0.089 0.068 0.000 0.034 0.074 0.131 0.300
ICOE® 34,218 0.069 0.036 0.002 0.044 0.062 0.087 0.297
ICOERY 20,920 0.128 0.080 0.000 0.061 0.119 0.189 0.300
YROEH
UBeta 34,285 0.681 0.439 -0.603 0.364 0.627 0.927 5.311
Size 34,285 19.192 1.726 14.456 17.932 18.976 20.223 26.365
PB 34,285 1.907 2.693 0.099 0.703 1.112 1.970 57.510
Leverage 34,285 0.422 0.963 0.000 0.011 0.154 0.486 49.577

ICOE* 1%, ¥EMMEFHEET /L X IZ &k o THERF S Te A 7T 4 REARA AR, UBetald” v L/X—FR
N—% (CAPM TROIZIMGN— 2 % 1+ L ALy UTRLIZKRE X), Size IRFHli#A%E4A 100 THI> 72K
E SO EAMKEAE, PBIIKMHIE ER S, Leverage IRWAF T AMEZRHERE CHRLIERE S %, Th

ThERY,

F4 A7 T74 REERaRX ML) R EROBER

ICOE °H° ICOE SRV ICOE? ICOERY
T E% g Econ.Effect (53 Econ.Effect [E% g Econ.Effect Eed Econ.Effect
TE R 0.374%** 0.333%** 0.172%** 0.403%**
il 16.85 19.91 12.67 19.06
UBeta + 0.003** 1.91% 0.004** 2.58% 0.002 2.44% 0.007** 3.84%
il 2.20 2.65 (1.09) 2.43
Size — -0.014%%* -35.02% -0.011%** -27.92% -0.005%** -23.97% -0.009%** -19.42%
il -12.73 -12.84 9.53 -12.07
PB - -0.032%** -124.89% -0.065*** -257.42% -0.011%** -82.29% 0.121%** -407.32%
il -7.93 -7.39 771 -8.91
Leverage + 0.011%** 15.35% 0.008*** 11.33% 0.007*** 18.73% 0.013*** 15.65%
1 6.74 4.48 10.40 9.31
Bl 17,179 16,844 34,122 20,865
R? 0.185 0.251 0.353 0.557

Econ.Effect!®, HEE SIIAREUTHHAS (5 Y A 7 &8 OFFERAZHNT 72 BT, #aiHEeS (o
YT T4 NERIZ L) OFERAETESIZRE SE2ERT, ok, PR LUE, £hLh 1%, 5%0DK
WETHEESINIARENEr L B b Z L2 ERT 5,
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Equity Valuation Based on Management Earnings Forecasts:
An Evaluation of Gao et al. (2019)

Kazumasa Higashikawa

Abstract
This study addresses whether the hybrid equity valuation model proposed by Gao et al. (2019) is applicable for
evaluating Japanese firms, using management earnings forecasts. Three aspects on the quality of value estimates are
examined: the degree to which the estimated equity value approximates the actual stock price; the bias, which is the
difference between the actual and estimated equity value; the absolute valuation error measured by the absolute value
of the bias; the coefficient of determination from regressing stock prices on estimated equity values. As a result, the
hybrid equity valuation model yields more favorable outcomes than the existing valuation models such as Ohlson and
Juettner-Nauroth’s (2005) model and residual income model, as well as simpler methods using price/earnings ratio or
price/book value ratio in all respects suggested above. Specifically, the results pertaining to bias are even improved from
those of Gao et al. (2019). In addition, this study estimates the implied cost of capital by solving each valuation model
in terms of discount rate, and investigates how this implied cost of capital is correlated with various risk indicators. The
implied cost of capital from the hybrid valuation model better reflects potential risk factors than Ohlson and Juettner-
Nauroth’s (2005) model, but the association is weak compared to residual income valuation model. In particular, the
hybrid valuation model most strongly captures risks related to scale. The results of this study demonstrate the useful role

of hybrid equity valuation model in the Japanese capital market.

JEL Classification: M41
Keywords: equity valuation, management forecasts, valuation error, ability to explain stock price, implied cost of capital
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