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1. AIE

BAZHREERPEHRFRE—AGTIAMU LT - EERCEEBERACHRERIT &K
SRR ARE R RO SRR - HEREME - SRR RR AR ARBEREL | KX ¥E
BHERRI &8 LT A R A MR TR e 2 R R R » DR R R R SR TR »
MBI N F SRR R A AV BB

FERT - THRIGRRERIERRS S LA A TR (event study)fRi2 - HAE FEATHH I EHMRNEE
BREME - REFRTTETAHRANER TS RL(market model) 3£ Fama and French (1993)F7&
56 - FARAAERREGRAENRE - RERNEN AR IS aR M EMRE £ EHEE - H5IF
Fi Fama and French (1992)F7#-H84% BHERY (characteristic-based model)2A Bz Fama and French (1993)FF2H8
KT #R8(factor-based mode)f3: - AUHFRR © BAEETE (cross-sectional) I S + FFIL BB KR HBN R 5 H
BRI REEER - TTERERHEREER - EEETRERE SR SES BB AR TEGm size)i
FRHErT{ELE(book-to-market equity) » 4] Banz (1981} » Fama and French (1992)--- 522 & 52 R G MR 6L 10
AR R R ERFUEBEARBO < MEREE AR - S5 SRR REENEGize effect) | 5—HH
Stattman (1980) * Rosenberg, Reid, and Lanstein (1985) - Fama and French (1992) ---Z£88 (|2 pr oo sy =z
R EIL ABREE AR » SO SRR RSHME T EELHE (book-to-market effect) ; ARFFEAHEH 5
FI A ERFHET R T RRA - RRRREEM R BRI RIER - LIehiitEAs
B TR =R < FRIRI AR -

A FRAGERERRREFFIMN S - T RA ER RS 2 H [ F(common factor) iR E  £—E
FMETEZETHBE THE - FR L2 HEEFHETHEILAE 28 - R =1 ReE g
B R B A ST B SR SR M 5 2 R RR R -

MATE @ EEREREFECT  ERHHEREEEME R E ARG - BEF LATRZEA T8
HFEMEE R R ERIPREHRRAIES  BLBEESH AR E NS - HEREGTE - EXEH
B 4248 ) % - Malkiel, von Furstenberg, and Watson (1979)82 Chappell and Cheng (1982)Zf 24325

TTRMEE - EHBSTREI{EN Tobin's q APBEHEH EREBEHIEARE - Shich (1995)82 Chung, Wright
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and Charoenwong (1998)ilf; B ##3H Tobin's S W HNE &7 H 2 BB S S M EZRMRV S - ¥ high-q 2
Al S » BAZHH BEE SRR ECAEETRR K - ¥ low-q ATFIME » BAL S BEE EHH
B A SRR £R  McConnell and Muscarella (1985)+ 8] — i 2 S8 H I TRA ST HZ BRI -
AR RN B & RY—RER RET ER RS  HAEEAEFEE L E - Titman, Wei and
Xie (199)FI e BA R FREVETTR AU R - SRRE - BaftRERESREATN
A BB TR R M A AR B RHESERIANEAS  KMLSRELEH
% RFE{REETE -

HTHRASNE - AFERENTANERE - AIEERDBEE S - B EEN] LR E A
FRIATERA - EEER ETHEAE LT - T ERE A RO RN R R E IR BITR
BT - A A SR RIS B SRR SRR LB - BT TRt
IR RRIRAIRIHRYE Bt 22 B EER At B B ER AR E IR S FAE
BORFR] - IR ENERRTRIARE 2% kE -

2. 3R

EFRIVERRSERMAERENEE  UERSRERSHRA CREEET S SR
HEN—HERRE - EWFTARMON —HEEHRE -

Malkiel, von Furstenberg, and Watson (1979):Z:BER A BB R 2 R ETR AT - R &
Hili#4 . B Eh(change in the ratio of output relative to its trend value) S FE 12 R AR IRTEHZE HAE S EESER
WHENER ¢ M Tobin’s q ABENRIRFE THBEHNNATRRFEBEHELY - HRENNARRRIYSEIER
HIRE - G B SRR T B LA H SR - Chappell and Cheng (1982)ZEMRILERE Z 58 » 7E
W& L1F T E B EHER - Rt BRI SR ERETER M3 T AR5 Malkiel, von Furstenberg, and
Watson B9F5R - MR « HEOHH - BAORERNSURADE R AFTZEREL) - ElEse
B AR  TIJE Tobin’s q - BEAREBEFEER » HEL ERISIRIES SR E L 3h 2 i)
Tobin’s q FHRENT A B EHIEARE

Tobin’s q BEAAR] RIEHTIBEHYA R RRFFEIRIN - WA FAREEERE  MEETE - SREL
B{A{E - Shieh (1995)FIABFHAREH AR LHBEE SHELSCRE M - WE—SERR TN



g Tobin's q ZRIKIBRIR » #EEBH | WHEZABT HEENERRRF - high-g ARRAZHIBES
BH R M R R IR : low-q AREATHE RS SAERTEN < MOREIITEER
£ - Chung, Wright and Charoenwong (1998)[EHERF BHRFE T4 - FRETRAS BB E T2 R[H Tobin’s q
CATRENEE  BRRE  HERREREEN R EEERgh-q fimms) « AEASHZ B E S HRERIL
M K EREHEeTEEEow-q fims) - HIEAHY BB EEHRETRARE B0 1t
—R 733 ERbE Shieh AR —HWEY -

TESCRLLE » BT EE A BAEhEE Tobin’s q HOMMEATRES BT Ay H BB SISE YR FEATBRGRAY - B
FAFFTHE S PR L — - McConnell and Muscarella (1985)4R/f event-time study I RATHBBE S
SIEE—EE S ISR AT R RN - DS A S FORmE TR RINSIFEATE
60 HI(TIERATE 10 FRVZRISIRE - A REE B —RERN S - 5 THBew EEXNRETEREE -
HEHROLHRAERECE -

BRI S BN A RS - R A e E S MR AMERE ; Titman, Wei and
Xie (199N IR SRR BIERHER Y  FHEAYEERGBNXE - RERESOPE - B8
REE  BALHENAS  HEORRESNERTHCRE - HAREEORE 5 £ L—EREA
S BHAFREATENRIENR - $EZEAMGF - (FEEHRES IR R RN ARIERE '
BHERSE  GATNNE SRR M A AR ROEERR D S(ERRIER AR REREZ L)
SRR - MEESZRAREARILE HERSA R A EDRHET R -

BRATIEE S BRI - A TR RSN E R B TR L TR A TR ¢ L
288 - Tobin's q « X7 - L HRRSBIERE - 1 H U THERI R (E S R R RIS
PRI 2RV B - AR 463 B Titman et al AUERES - 2 FHRAIIS MRS TR BT
NEATIRA S BB AR 5 SRERWE R - DR RS e R R T E R R
HEIERRS: - LRIFALIT 4 R IEEAFTE -

L TERARREL

a0 FI RN IR E B - HITENIR B HIE - BITRHIRAE &E s T @ kS
Mo astahn - FERTEEATIFIGIES - (EERDREH - BEATAZBFES - LRRRKRS |



R - EFRARBERD - MXERRR I - WOeEASEE TR - 5 EERIER - BERE
5 B4 F BE R -
I FFREAEEERERE)

Tobin’s q LT TSR FARFA TR - EFRARAFE LRAFR T - @I R hE A
ERERR - K2 BT TR D TG INiR SCH » FERIEEA R BE M - BE L Tobin's
q BIRBE T AFRIRRBE LE -

M. 2SR -

EXEEBICARNMESES - AR OENE R R ARSI A I - SR EEREA 5
HREXEBNYBER - WA SRS R R SR es - AR RERTELE -

IV. &&%FR(financial constraint)ai iR & (over-investment) :

Titman, Wei and Xie (19998t : EARIREERESHE - BRaEILER  REEREHBNEHE
RN - MESRASTIDAENMKTREAREE - RARELAFREEHESRE  LEAMLES
HREHBLAEIRANHE I & M A EHEEE T AEE -

FREL > AR ZER S BRI &0 A I AT R M S - BT & RS R4S e Ei
HAF MR M ESRF - DR R A St B e i MR T R RE -

3. WRAEEREEE

31 WETH

AHFRPEEANER TENEAA SN A REENEE  EWEAIENESRIT - E5%
HREEERGRE - BEE BRI LR - KRN RN E SRS HSMEEREA /MG  EIL -
BRI Titman, Wei and Xie (199989283 + B UMEAR NS E SRR RE SBNDATH  FEH
WA BB A I A S AR 3 E TR AR EIR » Q0T ¢

op - CE ~(CE_ +CE,, +CE,,)/3

<3-1>
f (CE_, +CE,,+CE_,)/3

He o Cl FRRAXHSE) - RAAH R capital investment) : CE, FREIFINHAE SR A BT AR



ZREARASTH -

B->RTERZRARRBIEESHNBER  FEAS B ERFINRHE T ELEBERHE A
S, - PIIELE]ER 1, 2, 3, 4 SFNELE AU RS- 10, -10, -10, 10 » AHRER<3-1>EH - 71§
£ 4 FEFRRR-2 - ARE 4 ERVRATHIESDE] 3 £ EKERAEE) 2 % BREZATEEFIH
BMURTER R L58 4 FRYRASHIENN - RRERRAL RS R AR RGN B - 2115
TEBRAIRAEABEAZTHIGEE - AEHRM<3-2>3 ¢

_CE,-{CE,,+CE,,+CE_,)/3

o 3-2
‘B +CE, +CEL) T a2

S-PRS-CANEREFENIBRETRENE | BREHERER - THAFTE 4 £HERRS2
IE AR A ST 2 SRR L -

HER " AREMOS/UNIX EHERM ) DU ELGA LN ANNER - AU TBEAE  CaRK
SRS RN RE —EE T HR LA ERy3aH - RITH A EE R B R AR 4 B B B L T B
REAZHARE -

RERRAZ MBS R R MR FRRER - RN SRR EER AR AR K s
HFE R R R (T AT RS © 281 - S —fREAlERZ E Rk - IR EA SO B E I e i T A
SRR MENIHE— KR - RIEARARA #10 FIR MR AR SE R T AT - RIS ) s
M R AR R % -

3.2 R

Fama and French (1992){EHHErEER » RS B T {H(beta)il HE 1k 13 S TR HEIH T I EE SR R e
&) » HIE LU ISR A E MR 2 A RS E{E - BRI A TS BIHET{ELLBM) » HEA
T

R, -R;, =0, +o,, -SZLt + oy, -BML‘ +u, <3-3>

Hop s R, FORER i 75 t IR | R, Z0R ¢ B2 SRR (risk-free rate) : SZ;, 2 BM, 7rHIFm
iR | TESEHET BILATE RSB = 1,2, T <3-3>FEFBET ¢ BIFTE IR S R 3
{EZFIRIRRGR - BEL » BALEALIS-3>AZ MR Ees - SRPIREHRZTERE T AERR RS

5



oy, > O, BT 0 DIREREEMERENFSME ARG EEENR - A - <3>3 [RESFS
B EHE TR E estimation errors) » BREEMEIRE  S-D>RALARYEHEHH  EEBELGEeM
AREEFRFEERE - D#H R CERG AR MR EENE - — RS ENEEENEE 6
RIEERERES - DIRSE 6 B SZ LIRAT—EE 12 AEZ BM S8 - IR T4 SZ-BM %54
& » BIFTERZ e WAl S (benchmark portfolios) » Hth SZ ZLIRERE 6 ABERERLFUETEABRERS -
ZE BM AR FEEEMREEERUAT—EEEENTERS - #T% AU ESEYETES
MRSRMG p IR EMB,) - INETITREL(SZ ) HIgETEEL(BM ) - WH[FI4EEE 7 548
MZHAMESEEEREES p TIWEFSEERRER, -ROET—HEE 6 AESIE  Hp » ZRIES
7E ¥ 1 32 5 (non-synchronous trading) Ay ] RE - IR Scholes and Williams (1977)fy B 3 5T B
Scholes-Williams B {’ -

BT AVATREE H k182 303080 & EURR i DA<3-4>0E 1 T g -

R .- Rf,l =0, + 0, -Bp’t +a,, ‘SZPIt +0, -B\Mmt +u, <3-4>

pit

- Hg ]R3 12 AREBR{% vay oo, 8o, FEERMARSRE o AIEE T SR RE(T F

' AR | FEEAEE 6 AR EENHENT

ﬂ.sw — ﬂl-.t + Bi,t + B:l
it 1+2PM,|

_CoVR, o Ruea) , 6=0,1,2,....47 A

B

var(Ry )
B' =M ’ S=0!192"“’4? H
M VaI'[R M,t—& )
B = cov(R,, . Ry .4}, s=0,1,2,....47 H
it

var(RM.hs-ﬂ )

Pouy = COV(RM,t—nRM.t—s—l}
M.t Std(RM‘t_,)std(RM.t-s-l)

Hd  cov T E B (covariance) » var ZE B R B (variance) - std FRfEHEE(standard deviation) * R #ARTIS
EAH & (market portfolio) 3R | &% H TR LIAT 48 & H i A SBRAT T - AE#EN tHRRERTL - i
FREfEEH SRS EANEE 18 EHEE -



HEFRA 12 () - BT RBRASH RIS RN 8 - TER O RARRR S 2R
ARFACL,, » M1<3-555

Rl,'t -R;, = oy + Oy, -BN +a,, -SZP’t +Q,, -BMP,t +o,, Clp, +u, <35>

F<3-5>FATTHRAR : Rif SZ K BM FiiBse 2 REEE - REAXHBS s MESEREWE T
HAERREBT Fo, BEEE -

55 - ZIRRGERIEISREY)  ARFeh RO SZ 5 BM 4943 3 IAIEHS » B3 41 SZ BE
A 3 M BM R SHIEA TV 9 AEEREHS D 9 SRS TEREEA HEETE -
EEH RSO R 5 BRI, » BRI DA e TR E R MR B e S I H e
MR ERATE A RRRASHNREE  BfFETRRE CENAEHLE TS NaEnDen
FHRRETFEFATR R A - B4 © Fama and French (1992) + Chui and Wei (1998) -

BR T AR E R A R SR SR S R A B BB RST - 28 2 TRIEE RIS T SR
FHEHATE AR ORI - 8.2 SEIET% %4 R (benchmark-adjusted return) » &3

AR, F5F :
AR, =R, -R_,
Hep s Ry FORMARE | i AZISBSRH AT IEME - S T30 ETEDEZ BARESEE B
t4F 6 AR EHEERgSH! 5 # CLEREMS  LTSHESME CIRTESE t4E 7 BREw)E 6 AEIF
SAZTITABRENE | ZFEHEBEEIRS R - EREEZN 5 48 C SRS 2 T s am® - 5§
LHTE ClRRE S ELH TS R & MIRHR - TTERM% EMR  TRER T e Ry
H7 RN -
1A StHRAHFANME L ERERFAENVESR  RMULAZEFGRLE - 1 45 6 BED
C-DECERGARER  EEEHR S A T REDS  TEHESHE O REESEDE 7 BRE?)
6 AIEZ IR R - 7RE1 CLIEIEATURSE 2 2 BN DUt - 33 4854
Z TR MR A A - DIt R a A Ui - A 5 ER SRR B -

33 Bred



Fama and French (1993)$2HHETHRAY - MR R EMRAMESZ 2B T (market factor)XIREE -
[FIFFIRZEI 745t 2 [ER T A - ERERE TR 2RISR T(SZ facton) i gHE M HEEAT(BM factor) - H
BEA SRR FREFFRE A FoRA T ¢

R, —Ri =Bo, +Bip Ry ~Re)+Bsy, Ry 81, R, + V)4 <3-6>

Heph» R FT t PRSP EERMER R, Fon t i TSR A S HINER IR R & S wlE
BWEERRFER,  ISTHBETF<BERE 2N Rap B R 4 A BIBHEE-F B EHE LR T
RigaE - HEtEWT  fE8F 6 AE - MATRREKESE 6 HE SZ 57 5/8) - A(B)MM » LHAT—
12 A BM KFPERREI BEE) « (M) « B4 - TR S/H - S/M -~ S/L ~ B/H > BM » BLL
7R F & G (factor portfolios) : HIFKF S/H ~ SM ~ S/L ZMEKREHSHTISHMERZE BH - B/M »
B/L =HEHHAESHIFITHEME - BIn8/) SZ &G HA SZ RHEEFIE < BRsRM=REE - thAE
ERTHIRBRERg) + B4 ¥ S/H - BH AR EH ST MR ZE S/L - B/L iR &E#H S
MR - AET45E BM A& HE{K BM &G RHE MR E(E - HENSETELLE TrIE,
BRI R o) ©

<3-6>XAVEBVER FEAFS CIIREMAE - 5% - INEF 6 AERrERESRT—FE CI  B/hEA#H
5 54 CLERAS I LT EEE ClLITEHaERE 7 FEET—FE 6 AIERIE8E ATI9HEM® -
HIFTRE] 5 4 Cl B AR EE SRR RS BT 2K - R LA<3-6>U TR 5 5EpE
REEMHE Cl HEHEGERFRB, - B, - B, HEB, s Hep » B, BIF Cl A SHB=RrhAH 3 AFAr
RRRSTRRYERMD - TTEHBE A/ R CIR S S 2 HNRER - AR E R LR E SR R .2
IR -

FH - SEREEA N ERMESTRESRENRS - BMULIEEREREILFSE R tE6 AR
BFTARERGEDFEE CL H/EAHSE 5 4 CLEEAS - T AHBEAE CIHEHEEEDETH
FEE 6 HESIFEAF9HE » 7rE) CLIREHERERSE 2 T2 TS8R BT FEEHE
FHEEER » ERSREBAHM Cl HEHSTRERNETES 2 SR TEMEES | T3 » FERES-6>2
TR RS EERR - HITSRISFH Cl B & EERRE B, ~ B, ~ B, BB, ; HELLHFFARHED, - 1748 CI 12

HHEE 2 TR 3 W FAET 2R0ENM USRI 853 -8 458 5 2 B AR HLL -



DI BR PRRAER A3 SO g - 136k 5 ERSTERRC BEhnY -

A — R R R R IR R SR R IR KT - 35BS Titman, Wei and Xie (1999)F#RA :
TR SZ - BM MRHER AR RS » BT BURNTEETRAIFTIEN - 2Rk
T REIRRSRR . Bk SAER ISR S > W EE RS IETR R EEAR) -
% BREIFEHTIEN MR 22 SZ - BM FHEEARIRTEND  T—58 B S CIRgEe - 13EE
#l Cl SRR & TR R | BT BB Cl &2 HBREMEARA<S-6>RERI LS
EFTRHE S ERR - it L EER B, B Cl B4R S < FIIBRRENTT - #ERLRSFRIEZ Cl RS2 THMsR

EMRCARRHE  RILAAFREEREHSR  HERINT -
ARp,l = Bﬂ,p + Bl,p ! (RM,t - Rf,u)"' B2,p ) RHMIL.t + BS,p ) RSM:B,! + vp,t <3-7>
He» AR, iR CILEEHAE p 76 t IS EERE iR -

FIE - AR RIS TEEEA S AN AR M ES - REB AR -
HE LA B IS T T 5 DRI A TR S 2 8 3 - B » HAIR R -
34 ATFEHE

R B RS B B IR TR B TR AR L - TR AR A R R O ) - B2 -
BEBEEHZNEATBEERN © Fi - ST B S TR B » 55 B S TR
REHE MR DD BRAKE « BUKLERE WSS BETRESETEEEREY - RERNA SR
B2 RERRAN - AR RS R RS S EARLREEHS%S  EAELEIERS
il SARLEISEATE SafttRlERSTR 4 A SIS ERE S A TSR
SRR RRANIR - IS AILLE R — SRS R » R B RN T A EE
R - ERATBEEET
2. FEHIRAEH K :

¥242 Malkiel, von Furstenberg, and Watson L) 5 Chappell and Cheng S22 E/{ER: » fi{MZLIER4EM R
oD (AlQ/Q ) R B S L E ST - o B AR —EEm AQ/Q™ sk

SIFERIRERSE  FLEE L - RIFEE £ 6 AEBEEE  R2EEN AQ/ Qm)ﬂiﬁﬁﬁﬁﬁ



B HAQ/QM),, >0 B SRTRERAELE » BIATIRG-DEBEINGE : K2 - % AQ/Q™),,<0
B - SRR - QAT DERRA IR -

HERHEE - RUERRD Y BRI PR SEINQ - DR S R R
BNS A TN - ADABBSE(Q™) ¢ TR S HIRE FRR UL N MY M8 - ETAT/S 45 I AT A S RO L
£Q/Q" -

b RTHIRAHIEE :

SUSREIB BN » 2581 BIZRF Tobin's q BEBIR » KM FIAIOUFIE « B - I8
Lang et al. (1989), Jung et al. (1996) ,Chung, Wright, and Charoenwong 25222 ¢k » EJTEEEFF Tobin's q 58
RS ERe N - REREANEAEE - B Tobin's q KR 1 IREHEHHN T EEEE » B Tobin's g
/NEY 1« B4 » $38 Malkiel, von Furstenberg, and Watson ~ Chappell and Cheng 2822 f91EE: » F[H48 Tobin’s
q MSRERESEE(DNBRBETRRKEATRRAEHBBIEY : & Tobin's q RERG
Alg/q)>0) » FRHIATIFAHIRIRR - IBAEATIENEIE & Tobin’s g BEERSGe. A(0/q)<0) FHIA
ISR - B ATIRDER - TE + 5 IFIBITARZEHE » TR Tobin’s g JUT :

D, +PSy+E,, D, +PS, +E,
1D, +ps, +E, TA

K Dy~ PSy ~ EpiFm A - AR EA ORI EIE - HAERENR AR ER R Bk
FFEFRIRRAEE : B, ik hiBEE Sz -

At 0 SR A48 Malkiel, von Furstenberg, and Watson  Chappell and Cheng 8% Titman, Wei and Xie
ERENERE  ARFHERNCFENSERESEHEC- DEMEAEERE  EE L BROEEL ¢
iF 6 AIEREREE, - RA(-2)FER) Tobin's q RMEMERE -

c. REZERINH:
FRETELBEES T  RFMERIGERERM oS (SR E SRR A R -

i HREE-LDEHTLERAMREC TAFHERRNR  B51F LEALR - 28/ATE - 3.R8K%
BT - 44BETE - SHEERBESRL TS - 6HKTHE - 7888 L3 - 8RB mis

10



BT SBRRBTE - 10755806 THRSFTREHE -
il. JEREER-TERMRESTRFRERISNCESE -

REBEHARSE > RFREEH - EREH - (2 - ETFEATRERFTRESR - HipAlRIE
WHEEZ > QEKE - B EB-F -
d. KMEBRBEIHE

RIS ELLR(D/TA) RS R B(CHMBRS HIArE RERRED BIUSS - Hd € DTA A%
CF M ZEAHZ IS A SRR REE - TS DTA B{E CF MRZEEIMEEH R BHNES TR -

EFWARILRRERSHEC EFRNT | KEFE 12 AECAERERAFHC SERS > TREEH
ZEfELE - BRI AR EAREEERTR - RO AERSASARIERRIERTIE - LOREHE
EAMEE B4 BHEERPCREFIII ETEERA » TREBSAFEMRAESHE - BEREH
ERBTEEMCEVHESFERRERETH - REREMELAE SHREEMBEILIER - LLRE
REARSTHE -

3.5 FRZGRETICER

FRRZEFFERAEHRBH L " AREMOS/UNIX BRI R |+ ZFRHT AREMOS B BiRkR&EH
FEAIZEZPRIBRAATS 1982 4F » AW EEIRIE RE 1987 47 H 1 H%EE 2000 £ 6 HELL -

4. WEHR
4.1 2BER

4.11 HENRES

? EEHIRINAARS 1987 £ 7 A | H 2RSS EEN FEUNEERR TELAMER tE 6 AREItE7H 1 H)
7 H &R ER IS EB R 4 SERRASIH IR0 1986 SERIR AR 1986, 1985, 1984, 1983 ByR A4 H
K& : B4 - AREMOS BREBHIHIEER TR  §—FENEASIHLARREFRAAT - ERENE T RER
R - B0 1983 FRYRATHLIRFIM 1983 #1982 FREEEEREFEIRHRE - At - MEREFRAE
FIBFLARY 1982 £ - FASTHEHIBIALR 1983 6F » EAKEERIBIMATS 1986 £+ By 1987 £ 7 H | HEEATLIZELL
HAT - RARFREK S CIEEEMEE -

11



A F T RS PHE T R EE RIS B R AL - RIS BIER TR ENESE 6 ABRAER
5 BFTARESBICITEEHETEILES R 3 AREES - B 3 ElEREE S 3 MEdELL
RRESHNESHTIER 9 4 SZ-BM &HEFHE - N AREESHL SZ 8 BM B1% 3 %453 HER
TR ES(SZ-BM SREHES)HHMREEEHER - T AEFSBRATR 0 SR - 85 6 REFIAF
B REEBCNENE - SEREESTHREEBIRERFERES R 1987 £ 6 BEE 199 £6 AE
MEAEREEES T EREBIIRRE [@EH) W E ¢ AR EE S PR EEEAN T 16~25
K o+ HEB(value firm)#E 5B (growth firm) $HEH#E% » T FIRF 55/ )VGUBE BLISYHETE L B ACHUS B
EIFEEILR RS -

& 6 HEWMR 9 Mgk A% - TUIERTHESER  SHHESEEREaSrHENETS
Scholes-Williams H'EfH » HIIER 1987 ££ 6 HIEE 1999 4F 6 B ESIL - SEEERRESIE S 13 F#E
TEREE @ SFEHERRFFIFSEnE 105 - hRSAEEREESHIMETSR EEREA - &
HEFREFFISES/ N | 2 fE5 - SEEEREESH R e Fit SR - REEE-T5E SZ 308 BM
RN — BRI A -

4 6 AEAAISITESEEET RS HISRREHESITETSHE - BETRLEESRRR - §
BFRFF I HER R R 1~ - B9t - BRR 1SRG R AT B H RS R TR - R 15T
—HREPETHRIEARET » THEE EETARREK - &R ()PE-AGETEAET - HERRILAEESA
AL HILETRE  ARAT 3 S —MIRTHEAE - R hES EEPRRERETEILES
ERAGEME AR A TR ENER R HEREEE - £ 1e)~ORERTEE SR T SE s
BARE GRS - EREARENERRM  RARREWESFETHHEILCHSE—E0E - Ba
BAHERN v SR SGRET HILRERN - ARRERERERRENTIEFEEXTRR - BRER
AARRMERENEER -

ik - B 6 ABEREREESR - RAETERTEREN BEEHEREESBRE 7 A
REET—5K 6 AILFRAMIIETYRRER - ZEERARSFR - SEEEREHESTHREE 1987 4
7 H#EE 2000 5 6 ARG 156 E8 A RRGRHE - HAISEEURERSIRIER 10)8()) - Bk 1035

? HER R R RHETT LA T » MIRREIEE AR B S ETH L -
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FAE—REFERRIDKET - SESAXNEEES  ARRGBERDE REEFRMEEL SRS M
AR EEFEE IO X8R - SAEEREESRREETEA - JIREEMREN TR
ZHERIR ARG T EE - EREFERMRERETHEIL MAERE B 254 E5 4R
B2 » RERAITIREEHE 1 9835%RNRRET9RRIEH 1.1928% LSRR CHEERERN
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Table I  Descriptive statistics for the 9 SZ-BM portfolios (1987/7 te 2000/6)

a.

number of firms
Book-to-market equity
Low Medivm High
Small 17 20 25
Size  Medium 20 21 22
Large 25 22 16

value-weighted Scholes-Williams beta
Book-to-market equity

Low Medium High

Small 0.8136 0.7451 0.7976

Size  Medium 0.9138 0.8409 0.8074
Large 0.9138 0.8477 0.8148

value-weighted size
Book-to-market equity

Low Medium High

Small 3,279 3,386 3,466

Size  Medium 7,792 7,585 7.413
Large 80,301 45,769 46,612

Unit: one million NT dollar

value-weighted book-to-market equity
Book-to-market equity

Low Medium High
Small 0.2752 0.4416 0.6713
Size  Medium 0.2842 0.4279 0.6597
Large 0.2647 0.4368 0.6720

value-weighted capital investrnent change rate {scaled by sales}
Book-to-market equity

Low Medium High
Small 2.1894 2.0237 -0.0794

Size Medium -0.1230 -3.8580 0.0796
Large 5.5741 0.1112 7.5207

value-weighted capital investment increasing (decreasing) rate (scaled by sales)
Book-to-market equity

Low Medium High
Small 0.0027 18.7508 2.3478
Size  Medium 1.1633 5.5746 2.1506
Large 6.0660 0.7383 7.6754

value-weighted capital investment change rate (scaled by total assets)
Book-to-market equity

Low Medium High

Srall 0.5766 0.4067 0.8253
Size Medium 0.4528 3.5116 0.6228
Large 6.4957 0.4262 0.6846

value-weighted capital investment increasing (decreasing) rate (scaled by total assets)
Book-to-market equity

Low Medium High
Small -0.3172 2.6195 0.9881
Size  Mediim 1.0620 2.9409 0.9122

Large 6.8210 0.6730 0.8761




i.  monthly value-weighted risk premium

Book-to-market equity
Low Medium High
Small 2.0981 1.8783 1.9835
Size  Medium 1.5050 1.2299 1.4839
Large 1.1528 1.1351 1.2314

Unit: %
j-  standard deviation of risk premium
Book-to-market equity

Low Medium High

Small 15.43 1592 16.40

Size  Medium 14.86 13.50 15.79
Large 12.83 12.50 14.13

Unit: %



(06°0-) (61°07) (0D (s)
8980°0- 9L60°0- v159°1
(81°07) (5TT1-) er'D) )
L6Z0'0- §TTE0 05599
(90°0) T @D (®)
¥600°0 90££°0 00LL'9
(910 wre) e (@
£€810°0- T50E°0 68LED
(o1°0) (LT'T-) @D (0)
€100 £62E°0- L
(€co)  (0z1) e
08510~ 991€°0- 8LVE'Y
(5v°0-) o¥1-) €91 (w)
TrL0°0- $696'T-  O06ET'E
(£8°0-) (8¢'1-) (oD M
9SE1°0- €LT0'E-  9VIEE
(€z07) (6¢'1-) (xo1) <0
75200 YOSO'E-  9167°€
(¥60-) 61y oD (0
860°0- SVLTE-  PILV'E
(c90) (€T'1-) D )
vIEE0 15887 SLYPE .
(9g°0) (880 (58°0) (W)
1160°0-  S61¥'1-  ShLLg
(290} W'D (g
8801°0- £905°'T
(96°0~) (8¢°1) @
6251°0- 86291
(vt 0-) ) ()
VY00 £915°1
Gy o) v ()
0Zv0 0" PSSS'l
(€£07) (Lrn (0
9651°0- 991’1
ar) (6z'1) (@
18T 61£0'9
FE'T-) (rsD (®)
1LL82-  86SI'E
51988y R0 s3[eg
Aq payeos arey (Suiseasoop)  s19ssY [eloL Aq paress aey  Aq pajeos arey (Jwsealoap) soeg AQ pajeas sy oy
Swsearouy Juosunsoauy [endey  suey) Jusunsaay] [eideyy  Swsessour Jusunsaau] eude  98uel) JUsUNSAAU] rende)  ew-ol-joog 9zIg oy a1y

sotfopuod uo paseq uotssasday v

UOISS31T3] [RUOPIFS-5501D YJIFIVA-BTIE ] UIOI] S} NSIY

TIqel



(98°0-) (0s0) (€11 (60°0) (€D (um)

91110 $5€°0-  950€0- 6810 960’9
(5£0) (8¢°0) (19°0) (50'1-) @D qe
£6¥0°0- 800Z°0-  ¥69I0- L9181~ TSILS
(zo0-) wrr) 1) (£9°0) BI'D (o)
9100°0- T9L8'0-  SELEQ0-  S6TLT 1L59'
B (9°0°) (8c°0) (8209 (36'0-) (GAVEN
L6V0°0- L661°0- 11070~ 0T9'l- 8SER'S .
¥01-) (ozo)  (BTT) GrY) ()
LETT0- S8TI'0-  O8EE0 §€68°9 .
(Lo'0) 0s0)  (61T) €D (yn)
98000 THTO- 8YICO- (4414
bL0) cco)  (6171) O (g
i §990°0- 26010~ 1TT€°0 0£65°9
(€20 (oco)  GT1) (€'} (se)
910°0- LOVL0-  LSTEO 68¥5°9
#1°0) (¥z'0) (Lz) (IsT  (se)
0610°0 1IE0 1880°€- BEWP'E
(160°) (TL'0) (8¢'1°) 0L (pe)
1821°0- 8§LE'0 YEQI'E-  #65P8'E
(50°0°) (952°0) (Lo'1) O (ow)
8¥00°0- PEST'0 8EPLT-  I80€E
(o) (TL'0) (or'1-) @D  (qu)
6101°0- 6L9E0 08TE'C-  #TPS6'E
(Lz'o-) (os0)  (L60) oD (ew)
£EH0°0- SLTI0-  88SS'1-  v98%¥
(£2°07) (€e°07) (£8°0) (13°0) @
16£0°0- 9€60°0-  168€°1-  65LLE
(60°0-) o) o) (89°0) ()
0010°0- 97900~ BELTT-  ISTE
(0£°0°) (vro) (1909 6L0)  (x)
$620°0- 1010~ €£90°1-  9T09¢

Geo)  (5g0)  (080) T (w)
STOL0- LTTTO- T10€T-  LIIS'S

(85°0-) (09°0-) 1D (a)

6.80°0- 8LBTO- £19¢°1
(€5'1-) (100) B (m)

06TC'0- 1L00°0~ 0t6l’l
bL0r) (Ls0) ((ARY )

L8900~ §9LT0- 061+l

51885y (@0, 53[eg
Aq pajeas aqey (Suiseasoop)  s19sSV [RI0] AQ pajeos ary  Aq pajeas ey (Suiswaldap) sajeg Aq pareds NEY 11
Buisearouy jusunsaaug [endey)  98uwy)) Jusunsaauy [edeny  Surseanuy wsunsaau] fende)  o8ueyn usunsaaug [eude)  wwW-01-oog azZIg uag 1dao12quy

(anunuon) soiojod o paseq uoissaiday vy



(98°0) (Z$07) (00D ()

6910°0 £S¥T'0- (44141
(ze0) (L) (6D ()
1L00°0 150v°0- VOV6 L
(S¥0) (91 6v'1) (b)
¥600°0 0Z0¥'0- 0168'L
(59°0) (017 (8r'D (d)
- Y9100 0Z0¥'0- V6LY'L
(60'D) (9t°17) (3¥'1) (0)
6120°0 0E0¥'0- $S68°L
(£v°0°) (SE1) (9¥°1) ()
OLLI'O-  €TLE0- Trel'L
(€v'0) 1) G )
L6000 98LLT-  SSSO'E
(1z°0) (€TT) (or°1) )
9¥00°0 €LVLT-  LBE0E
(39°0) (€T1-) Or'1) )
6910°0 TSLT EYT0E
(L8°0) (z17) rp1) 0
08100 VITLT  9100°€ .
(s¢°0) (SL'T) L1 ()
1L¥10- +£0Z8'C- +60L9°€ .
By (80 (1) @
PSIE0-  TO1 19%TL
(05°0) (v @)
oo VLS |
(L0°0) [620) ®
¥100°0 LY8S']
rL0) rD (9
$810°0 €655'1
(96°0) (I+'1) P)
9810°0 SILS'T
(o) (1o'n) (o)
1£220- 69271
(9¢'1-) &) (q)
1000~ 6LYR'L

o) @'y (®)
£9947T-  BIPOE

8]9SSY [230 ], SIIER
Aq pajess ey (Jwsearoap) 51085V [EI0L Aq po[eas ayey  Aq pafess ey (Jursesiosp) sa[es Ag pajeas s1ey by b
Buiseatouy Jusunsaaug [ede))  98uey) JwdunsaAu] [ende)  SuIsEaIOUL JUIUNSIAU] [eidey  aSueyn) jusunssaug ende)  Bw-o0l-joog 2zZIg Blag dasaau]

SYO03S [enpIAIpUT uo paseq uoissaBoy g



(0°0) (89°0°) €rT) Ls1) (ST (we)

98000 V89Z'0-  TEOE'0-  BOBLI-  6TETL
o (s¥'0) GGoo) @) (0s17) €D (9
L600°0 SL9T0-  E00E0-  9E691-  ¥ETIL
(#9°0) (£9°0") @) (85'1-) RV
9510°0 81STO-  B00£0-  9SLL'l-  S96L'L
i @D o) r Gr) G50 (@)
60200 L9970~  LB6TO-  L9S9l-  S9WOL .
(re0) (8¢°0) (e€1-) W1
££00°0 8610~ ¥89€'0- 8621°L .
(rvro) (8%°0) (1€°T-) €D (q)
£600°0 8961°0-  9¥9€'0- 6890°L
(09°0) syo)  (gr) VD) (3e)
L¥10°0 0£81°0-  L¥9E'0- 6890°L
(c0'D (6v'0) (e1-) D e
01200 T00T0-  €£59€°0- £V90°L
(55°0) (iv'0) (6,71 &L (ow)
02100 AVAY #1976'C"  #06EL°C
(8c0) (6€°0-) e arn (e
79000 0£91°0- +LSYR'E-  +1869°C
(69°0) (8¢°0~) (8L'1-) @D  (op)
6910°0 6851°0- #TO68'E-  wE61L'E
(z6°0) (o¥'0-) (6L1) 69D  (qe)
L8100 1691°0- fISIR'E- 4I€69°C
(10 (811-) (98'0") (ESD  (ew)
0L00°0 10260~ 651’1 6LSTL
(1v'0) orry  (€0) (s (@)
0600°0 0S1€'0-  €660°1-  ¥SPIL
(59°0) @rey  (sg0) Isn )
£910°0 691€0-  EpIlI-  GBLIL
(00'1) (T} (0g0) 6v'1) (%)
01200 9TIE0-  1Z90°1-  6550L

(190 (tri1-) (zs'1) 65D (w)
VLYTO-  ITIC0-  6BTLI-  L9¥EL

(Tv0) (250 (Ton (a)

1600°0 EErTo- P3IT’L
(£0°0) (05°0) D @

5000°0 99LT0- ELET]
(z9°0) {15°0°) (o1} m

[510°0 0LET'O- 96071

51385V [BI0] sa7es
Aq paeos sey (Suisealoap)  $)a8SY (210 Aq pajeds ey AQ pafess ey (Suisealdap) 53[eg Aq pa[eds aIey k) 11
Buiseasouy Jusunsaau (endey)  sFueys Jusunsaay [endes  Juiseasouy JusUnsIAUY [edery  93uey) waunsaaul fende)  Bw-01-joog azIg Blag 120U

{anunuos) SY5018 [ENPIAIPUY UO Paseq UoissaI8ay g



1948] % e 2oueayIuBLs sjuasadar ., [9A9] %g 1€ ousyuBis sjuasardal ., [aA3] %07 12 20uesyILELS symasadar .

8 (16'0) LL (Z6'0) I8 (zs0) YL (Ly'0)
9EIt+'0 ROy’ Q 86ET°0 08670 T peaads-1)
98 090 LL (z£'0) 6L (50°0) L 8T0)
A2 A%Y £6.0°0 121070 61L0°0 [ peaxds-[)
L9 (99°'1-) 59 (e¥'1-) LS (z6'07) YL {16'0°)
«88TE0- 850L°0- £961°0- 9E0Z°0- 19YBIH
LL (oo’ L (0.0 6L {ToD 1L {6L°0)
£9L1°0 98010 £80€°0 BLET O u¥
6L (Leo) L8 (ss'1) 08 (5007) 78 {61°0°)
00L0°0 8L8T0 £800°0- 12€0°0~ pt
£8 (gc0) £L (r60°) 98 {£€°0) 8 01°0)
1500 69¢1°0- £960°0 S910°0- pul
€L (970} 6L (Zeo 69 (€1°0) LL (1e0)
8rR0°0 ¥860°0 76£0°0 YP60'0 1samo]
{sonsnes-) (sonsne)s-1) (sonsge)s-1) (sansneis-1) wrmaa aanisod Jo Joqrunu oy,
Iaqump] s Jaquinp] UBIN Jaquuinp ueay qump] ueap /(521S1EIS-1) UMGAT UBDIN
[ s1ey (Buiseadaq)) Fuseaou] a1y aduey) aey (Fuisesrna(]) Suiseasou] apey afuey) JUBUNSAAU] [B1de)
GEE AR sa[ES Kq pajeos

0007 dung 0 1861 AMf :0f[0R104 Juaunsaau] [ende)) paysnipy-dnsiaessyy) 10§ sallag nIny A[PUOI € 2qeL




1987 to 1999
{Capital Investment is scaled by Sales and defined as change rate of capital expenditure)

Table 4 Yearly Returns on the Characteristic-Adjusted Capital Investment Portfolio at Year 1, 2, 3, 4, and 5:

Formation Returns Retumns Returns Retumns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 lowest -4.3950 27.2410 -6.3242 14.2289 -1.5600

2nd -0.1900 -10.5455 9.5165 -3.7034 2.6091
3 -3.4929 43337 2.3743 -1.8173 -0.5039
4 -4.7703 -17.9587 5.0130 13.1346 -5.3208
highest 16.5415 5.6015 -3.5927 -2.6274 6.3910
1688 lowest 38.5061 -8.2421 10.0246 0.5918 1.9081
y i $.3902 3.7350 -10.1193 9.6441 2.2869
3 -13.2647 0.0289 8.7960 -2.1314 0.2272
4 -2.1548 6.2090 1.5281 -4.5145 -0.2661
highest -13.3012 2.9255 7.1855 21377 0.2465
1989 lowest -9.8703 5.3384 -2.6789 -1.0616 -18.1746
2 6.9875 4.1244 -6.4635 -0.6626 -12.6578
34 5.9646 -2.5563 2.2589 7.0914 7.5645
4% 2.6502 3.2677 5.6458 -10.6177 -0.7694
highest -1.0460 -1.4336 0.6655 7.2248 19,2684
1990 lowest 8.9005 -1.0815 3.8059 -21.2669 -8.2007
2™ -5.8400 -2.0693 -2.5947 1.6633 -7.4101
X -5.3975 1.3081 -0.3489 7.1440 -6.1356
4 5.5047 2.8060 -2.6095 1.8463 6.2493
highest -2.3920 -3.7819 6.4955 8.6764 13.4926
1991 lowest 4.2727 2.7432 4.6130 -3,7697 -7.5370
2™ -2.5277 3.0028 12.6341 1.2805 -3.3977
3 -1.2148 3.4980 6.8642 2.5227 5.2738
4t 1.0299 -5.1606 2.5407 1.4365 7.8445
highest -0.5831 0.9850 -15.8009 -3.6107 4.6793
1992 lowest -2.6709 -12:1823 1.7415 -13.3482 0.2838
2nd 53237 41827 5.7891 -5.4970 3.4298
3 5.6162 1.2150 -2.9840 20.7489 -4.1561
4% -3.9413 5.1208 3.0165 -5.6993 -1.2266
highest -5.0824 1.2992 -5.8351 1.5593 -19:1936
1993 lowest -2.3928 2.2006 -2.5959 -2.9882 9,0606
™ -1.8153 -3.9995 57423 -8.2481 -4.0705
31 8.7538 8.8943 -1.8372 5.8855 25070
4t 0.8443 -42225 0.3698 3.6512 -0.1241
highest -11.0938 -6.9201 2.4600 -24.4794 -2.6176
1994 lowest 1.0297 -15.3226 -0.6374 6.2361 212872
2md 6.4769 0.4390 -10.0950 6.8053 -2.4823
39 2.6430 1.3361 -0.4450 -1.3275 10.0815
4 -9.5780 6.8410 24337 -3.2540 -7.4139
highest -0.4861 2.1863 -2.6149 -6.0706 99211
1995 lowest 93640 -8.1017 -9,1838 6.1319 -16.5313
2nd -14.0835 -6.7415 -2.2265 -14.6846 -4.0119
34 -3.5166 -7.0945 6.2985 -10.5268 -16.1078
4t 8.2932 5,719 -0,8869 8.6910 -3.6785
highest 29197 3.5584 -3.4637 5.2338 1.7197
1996 lowest -3.3571 -4.8894 -14.7723 -12.106% -
pi -4,7951 12.3440 -21.5798 -12.9200 -
3 1.2872 -3.3726 12.1906 -9.6654 -
4t 4.3969 -1.0013 24.3975 5.4190 -
highest -0.9083 0.7257 6.4325 -0.2603 -




Table 4 Yearly Returns on the Characteristic-Adjusted Capital Investment Portfolio at Year 1, 2, 3, 4, and 5:
1987 to 1999

(continue)

Formation Returns Returns Returns Returmns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1997 lowest 32144 -11.9678 -7.0175 - -

2™ -3.7270 -21,7165 -3.1123 - -

34 1.7520 1.7311 1.2150 - -

4® 3.8597 5.0044 10.9464 - -

highest -7.4175 9.2226 -9.2103 - -

1998 lowest -29.3525 2.7947 - - -
20d 3.3936 0.8638 - - -

3 -4.3164 -2.0451 - - -

4% 16.5256 -0.6872 - - -

highest -3.5721 0.7594 - - -

1999 lowest 1.4724 - - - -
2™ -0.1645 - - - -

3w 0.1764 - - - -

4 -1.1664 - - - -

highest 0.4962 - - - -

Number of lowest 13 7/12 4/11 4/10 3/9

positive returns/ 20 5/13 7112 4/11 4/10 3/9
Observations 3 7413 8/12 7711 5/10 4/9
4 8/13 712 811 6/10 /9
highest 2/13 9/12 5/11 5/10 6/9
Mean lowest 1.1324 -1.7884 -2.0932 -2.7353 -6.8932*
{t-statistics) ©.27) (-0.54) {(-0.98) {-0.82) (-2.02)
2™ -0.1978 -1.3700 -2.0463 26322 -2.8561
(-0.11) (-0.54) (-0.68) (-1.05) (-1.65)
3™ -0.3854 0.6064 3.1257* 1.7924 -0.6959
(-0.24) (0.51) 2.16) {0.62) {(-0.26}
4" 1.6534 0.4949 4.3207* 1.0093 -0.5228
0.91) {(0.24) (1.85) (0.45) (-0.32)
highest 22,4434 1.2607 -1.5708 -1.2217 1.5628
(-1.24) (1.05) (-0.73) (-0.41) (0.41)

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level.



1987 to 1999
(Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure)

Table 5 Yearly Returns on the Characteristic-Adjusted Capital Investment Portfolio at Year 1, 2, 3, 4, and 5:

Formation Returns Returns Returns Returns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 Towest -(.0075 -5.8962 7.5137 0.5005 3.2221

P 1.2949 -3.1852 0.7611 2.9744 1.2595
3 -2.4137 -7:6557 3.7589 43142 -4.9116
4% 1.0168 6.5707 0.0157 3.4860 5.5021
highest 12.9%64 18.8459 -5.3470 5.4392 -4.5806
1988 lowest 8.3665 -3.3035 6.2422 6.8955 -0.0142
2™ -8.7904 3.8839 1.3566 -1.4865 6.2788
3 -3.9484 6.2075 1.4629 -1.4723 -2.2424
4t 35.1941 -2.8361 3.7547 -1.3254 1.5328
highest -13.4057 -0.8446 5.4888 2.7056 -2.0133
1989 lowest -7.1756 6.5257 -4,3585 -8.1956 -29.0619
ond 14.7399 -4.0537 3.6277 3.4511 49145
3 -1.3152 -2.1277 0.3519 7.3486 6.0133
4% 3.3515 12,8457 4.9541 -7.7094 0.8454
highest -2.9074 -4.7975 -3.4832 9.5935 19,7688
1990 lowest 6.4598 -4.6751 6.0520 -2.7919 -3.8497
2 -3.4237 2.2496 -6.2804 1.0348 -14.1474
3 -0.4329 3.6172 4.6572 10.7319 0.8449
4t 5.9553 13.1677 -6.5999 -5.4384 2.4873
highest -4.5109 -5.2328 5.3904 -8:1118 12,2295
1991 lowest 2.1833 0.8049 5.4687 0.9587 -15.7621
2™ -1.5336 2.5448 94452 3.4024 -1.0734
3™ -0.1327 5.2606 10.5902 1.3218 3.7421
4t 1.1718 -4,5563 0.9702 -1.3888 12.9348
highest 0.8839 0.9302 -15.0569 -5.8625 4.9054
1992 lowest 4.2203 -4.8041 9.5287 -13.3378 0.8879
2m 2.8207 2.1832 2.5750 6.2949 -4.2899
3 1.4337 -2.0142 -9.6476 17.7942 -0.7740
4 -4.0486 67471 5.5289 -6.5657 -1.6355
highest -4.1929 1.2765 -4.6534 0.6284 -16:7420
1993 lowest 0.7501 -(.5752 7.2980 -12.3470 3.5536
20d 5.2099 3.8018 -8.4684 7.0919 0.2347
3r 3.4286 6.9243 1.7141 4.7690 -5.1397
4t -0.1109 -10.3421 0.0538 -5.8925 4.3366
highest -11.6907 -4.3554 3.9896 -16.7458 =5.1584
1994 lowest -0.1876 -10.2772 -2.4971 9.9950 -20.4589
ond 4.0943 0.2856 -11.1680 3.7942 2.0373
3 4.6267 -0.2770 3.4966 -1.83838 9,3218
4t -6.8638 10,2351 ~1.6034 -8.7459 0.3428
highest -1.8926 -4.2935 -2.0512 0.4208 -24.1145
1995 lowest 9.6028 -12.6232 -124113 -7.6983 -16.4198
2 -8.1829 -10.9786 7.0925 6.0341 -11.6042
3 -2.0933 -0.5759 7.1985 -22.5563 -11.8202
4 -2.4171 13.8617 -0.9960 16.5085 6.7289
highest 2.6878 -2.4087 -8.2211 4.0493 -18.8252
1996 lowest -6.0195 -3.3270 -15.9931 -9.8319 -
2™ 5.5695 10,8836 -11.3402 -15.8337 -
31 -6.3770 -1.9865 11.7103 -10.9437 -
4th 11.1892 -2.7156 27.8057 3.3754 -
highest -0.4719 2.4412 0.9810 8.0067 -




Table 5 Yearly Returns on the Characteristic-Adjusted Capital Investment Portfolio at Year 1, 2, 3, 4, and 5:
1987 to 1999

{continue)

Formation Returns Returns Returns Returns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1997 lowest 2.9270 -33:5380 -17.0037 - -

2™ 4.6216 -15.7106 -5.0874 - -

3¢ 2.0800 0.5978 1.9498 - -

4 2.2015 6.4441 7.9523 - -

highest -8.6905 15.6842 -0.0701 - -

1998 lowest -27.9834 -0.0218 - - -
o 0.5109 -4.5349 - - -

K 11.0379 8.5783 - - -

4t 5.7776 9.7476 - - -

highest -3.8256 3.0014 - - -

1999 lowest 12.9857 - - - -
yi 0.0624 - - - -

3 -1.1883 - - - -

4t -4.3202 - - . -

highest 4.3645 - - - -

Number of lowest 8/13 2112 6/11 4/10 3/9

positive retorns/ 2 9/13 712 611 8/10 4/9
Observations 3™ 5/13 5/12 10/11 6/10 4/9
4 8/13 712 8/11 3/10 819
highest 4/13 6/12 4/11 7/10 3/9
Mean lowest 0.4709 -5,975G* -0.9239 -3.5853 -8.6558*

(t-statistics) (0.16) (-2.06) (-0.30) (-1.41) (-2.17)

20 1.1603 -1.0525 -1.5897 1.6758 -2.9132

(0.66) {(-0.51) (-0.73) {0.80) (-1.33)

3 -0.0996 0.6095 3.3857% 0.9424 -0.5518

(-0.07} (0.42) (1.97) (0.26) (-0.26)

4t 3.6998 3.3062 3.8033 -1.3696 3.6750**

(1.25) (1.29) (1.42) (-0.57) (2.53)

highest -2.3581 1.6872 -2,0939 0.0124 -3.8367

(-1.22) (0.74) {-1.11) (0.01) (-0.79)

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level,




1987 to 1999

{Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure)

Table 6 Yearly Retumns on the Characteristic-Adjusted Capital Investment Portfolio at Year 1, 2, 3, 4, and 5:

Formation Returns Returns Returns Returns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 lowest -15.1491 13.8335 -9,4321 23.1145 6.6338

20d -0.3591 -8.2154 8.2117 0.0647 2.5725
31 48177 3.1764 2.6169 -4.9358 -0.9439
4 -3.5647 -19.2566 6.9784 12.8922 -5.8267
highest 18.7895 16.2280 -3.4504 -2.2108 0.4398
1988 lowest 36,1452 -5.3637 7.9919 -0.4527 3.1444
yi 7.2039 -4.4846 -12.1162 11.7968 0.0601
3 11.4926 -0.3203 6.7871 2.6056 0.3115
4t -9.2601 6.9190 3.3763 -3.9876 1.2194
highest -14.9194 3.6186 8.3109 0.9727 -1.0261
1989 lowest -11.1022 5.8744 -3.0057 -0.5945 -18.4548
o™ 8.0223 6.5633 -6.4944 -1.0627 -10.0944
3™ 8.2949 -2.7158 0.9892 7.1331 4.5604
4 5.2325 3.9695 4.7267 -7.7392 0.1811
highest 4.4844 -6.0084 3.3060 6.2427 23,6440
1990 lowest 8.7502 -3.3754 3.0391 -22.2105 -6.9816
2 -6.1936 -0.1153 -3.1870 4.0839 -6.9620
3 -3.6769 1.7843 -1.8104 4.4489 -8.1070
4% 2.6697 2.4746 -0.0925 3.7265 5.3191
highest -2.4852 -3.5334 6.4463 8.3393 13.6776
1991 lowest 4.2368 1.6482 5.3441 -3.1669 -7.4523
i -0.5801 1.4262 14.3057 1.8426 -2.2901
3 -1.6939 2.3962 5.4442 3.5593 2.9053
4 12,0838 -6.2898 0.1065 54722 5.2868
highest -8.0936 3.7532 -11.2630 0.3177 9.1304
1992 lowest -1.3592 -15.1084 -0.9751 -14.3979 -1.5524
2™ 2.1158 -2.6486 12.2269 -9.3299 3.0680
3™ 5.6221 8.4511 -2.3645 16.5715 1.2266
4" -4.0448 3.2841 -6.1170 -0.5189 -8.3460
highest -4.2791 0.0157 2.4311 -0.5108 -17.2027
1993 lowest 3.5910 3.0161 5.9099 -8.9446 2.3483
2nd -6.4015 -5.6005 -2.5994 -5.9864 -1.5962
3™ 9,399]1 10.5947 -2.0340 7.8278 -3.8685
4 -1.3535 -10.8642 3.0413 -3.8989 5.8254
highest -12.9824 -71.0276 2.4761 -18.9575 -5.2976
1994 lowest 0.6992 -15.7686 -0.3929 5.8537 21.7221
i 4.0359 0.9782 -10.6723 48123 0.2406
3¢ 2.7526 1.4089 -4.3724 1.9605 1.8613
4t -4,2682 4.1335 1.1252 -3.5871 4.1018
highest -1.9792 4,2338 -1.5716 -6.0459 -10.6881
1995 lowest 9.9961 -8.9776 -9.7759 8.0693 -15.4581
o™ -14.5709 6.6961 -6.4673 -2.0052 -2.8330
3™ -4.5085 -5.0827 5.3004 -18.3828 -18.6253
4t 11.3995 3.8748 -1.7596 10.1388 -1.4474
highest -4.0919 3.7959 0.1215 4.0446 -0.4619
1996 lowest 1.7000 -1.4962 -17.9819 -1.5420 -
2nd -11.2038 29,4996 -22.3751 22,4930 -
3™ -4.6588 0.7704 2.6800 -11.7564 -
4 12.1786 -0.8031 31.6803 3.2780 -
highest -5.8447 -1.1225 2.8618 2.1364 -




Table 6 Yearly Retumns on the Characteristic-Adjusted Capital Investment Portfolio at Year 1, 2, 3, 4, and §:
1987 to 1999

(continue)

Formation Returns Returns Returns Returns Returmns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1997 lowest 3.3967 -13.2120 -6.0776 - -

20d -9.8584 -19.6314 15.0053 - -

3 8.8464 -6.6884 5.5653 - -

4t 1.0628 15.4242 2.7091 - -

highest -7.7790 6.3654 -6.7562 . -

1998 lowest -30.6358 1.9494 - - -
™ 2.9004 3.3594 - - -

39 21.0936 5.7776 - - -

A -2.6162 -5.2769 - - -

highest 4.7313 -7.0029 - - -

1999 lowest 5.0814 - - - -
20d 3.53%4 - - - -

3 3.2472 . - - -

4t 25726 - - - -

highest 5.1778 . - - -

Number of lowest 9/13 5/12 4/11 310 3/9

positive returns/ 2nd 6/13 6/12 4/11 5/10 4/9
Observations 3™ 713 712 71 710 5/9
4% 6/13 M2 8711 4/10 6/9
highest 2/13 7112 7711 5/10 4/9
Mean lowest 1.1808 3.0817 -2.3051 -1.4271 -6.6105%
(t-statistics) (0.28) (-1.18) (-0.96) (-0.36) (-1.95)
2% -1.6424 21312 -1.2875 -1.8277 -1.9816
{(-0.81) (-0.96) (-0.35) {(-0.62) (-1.39)
3 3.4537 1.5010 1.7092 0.9032 -2.2977
(1.54) (1.01) (1.46) (0.28) {-0.96)
4t 1.3036 -0.2009 4,1614 0.4832 07015
(0.67) (-0.08) (1.41) (0.22) (0.41)
highest -3.6695 1.1097 0.2648 -0.7617 1.3573
{-1.58) (0.57) (0.15) {-0.32) (0.33)

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level.



Table 7 Yearly Returns on the Characteristic-Adjusted Capital Investment Portfolio at Year 1, 2, 3, 4, and 5;
1987 to 1999
(Capital Investment is scaled by Total Assets and defined as inereasing (decreasing) rate of capital expenditure)

Formation Returns Returmns Retums Returns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 lowest -0.6076 27.1218 6.7826 -1.5335 3.7624

2 2.0204 4.9910 0.7817 0.9435 -0.7184
3 -8.2952 -13.8064 6.3736 8.2697 -4,1487
4 0.6446 3.1996 0.8519 2.9325 6.5107
highest 11.1065 20.5175 -6.1846 6.4543 40010
1988 lowest 2.3900 5.8861 -1.6367 5.8949 0.2606
2 14.0528 -4.8467 3.0516 6.1726 2.4226
3 -8.9368 7.4289 3.4350 -3.7426 1.6573
4 5.7333 -1.9209 -1.9740 -2.1279 2.5802
highest 3.2058 -5.2986 16.2923 2.0772 4.9899
1989 lowest -6.6912 7.1455 -4.2433 -8.3544 -29.8085
2 6.3333 -8.1606 3.6305 7.3226 -5.6470
34 3.0251 5.8083 -2.0018 2.9889 11.9730
4t 5.3462 8.7745 6.4732 49982 -4.7987
highest -4.1814 -7.3101 -2.3398 8.4854 19.5742
1990 lowest 14.4074 -7.0647 4.0499 -2.1151 -2.6692
2 -11.1855 0.5063 -4.7896 5.3688 -10.6812
3 33164 2.7034 -0,2445 3.2459 -3.2090
4t 3.5274 2.7849 1.8038 4.1338 3.9226
highest -3.7870 -3.2632 3.5038 -11.8917 11.2615
1991 lowest 5.2087 0.6854 6.1302 1.6043 -15.6777
2 -2.6620 1.5243 9.6833 2.4058 -0.9121
3™ 222731 5,2825 10.3621 3.2322 3.1015
4% 6.8904 -8.4656 -3.9207 -1.0932 5.0142
highest -3,8875 40558 -9.5814 -6.9302 14.2548
1992 lowest -2.0647 -14.9738 3.5845 -16.3201 1.0887
20¢ 1.2960 10763 3.7201 -3.8544 0.4338
3 5.6304 8.4264 0.2865 16.9958 -1.6595
4 -4.3596 -0.4847 -4.2212 -5.4198 -7.9276
highest -3.6574 1.0286 -2.0998 -1.7370 -14.4350
1993 lowest 0.4755 4.1036 4,9368 -14.5163 2.4777
2™ 22254 -10.0024 -1.0930 -2.2100 -1.6175
X i 8.7098 11.2649 -2.5881 9.0947 -3.4326
4 -1.7579 -11:0325 2.9008 -5.1957 4.5322
highest -11.4036 -4.3804 3.0984 -16.4561 -4,9198
1994 lowest 0.5169 -10.6012 -4.3020 6.9203 -20.0435
ond 4.8713 0.0543 -9.8421 0.7172 3.4651
3d -1.0856 2.6817 -5.4576 2.1331 0.0377
4" -1.4727 50703 1.9461 -6.9038 4.5911
highest -2.7894 -1.7750 32717 2.8414 -16.9990
1995 lowest 13.7899 -15.1187 -9.4624 -6.4774 -16.1806
i -17.1648 -4.2495 0.1039 -14.4146 2.0518
3 -1.2710 4.4483 3.8440 -8.6460 -19.3191
4" 7.1602 2.9389 24252 7.6299 0.3511
highest -5.0326 92,3315 -2.4359 15,1922 -1.1738
1996 lowest -0.8628 1.1683 -19.3617 -8.7875 -
2 -.2329 5.9534 -18.8470 -17.5134 -
3 -11.4240 -2.9021 6.3261 -7.1788 -
4t 15.5069 -2.3882 35.4561 4.7240 -
highest -13.3217 4.3204 -14.4702 -5.5252 -




Table 7 Yearly Returns on the Characteristic-Adjusted Capital Investment Portfolio at Year 1, 2, 3, 4, and 5:
1987 to 1999

(continue)

Formation Returns Returns Returns Remirns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1997 lowest 3.0087 -31.7087 -16.5005 - -

2 3.0683 -21.8601 5.7861 - -
30 52349 -3.6110 10.0450 - -
4t -2.3205 16.669% 0.2223 - -
highest -5.8817 12.0797 -0.6842 - -
1998 lowest -33.7003 0.2326 - - -
70¢ 4.9926 1.6148 - - -
39 23.0663 3.5210 - - -
4% -3.7307 -5.6981 - . -
highest -10.5202 -2.6863 - - -
19499 lowest 183079 - - - -
2w 4.8402 - - - -
3¢ -4.7793 - - - -
4% -3.6609 - - - -
highest -1.1396 - - - -
Number of posi-|  lowest 7/13 6/12 511 o 4/9
tive returns/ 2 8/13 6/12 6/11 6/10 4/9
Observations 3" 6/13 8/12 7111 710 4f9
4 7/13 6412 711 4/10 7/9
highest 2/13 6/12 4/11 5/10 3/9
Mean lowest 1.0175 -5.6139 -2.7293 -4.3685 -§.5322*
(t-statistics) (0.29) -1.73) (-0.99) -1.74) (-2.12)
pi 0.6157 -2.8793 -0.8525 -1.5062 -1.2448
(0.28) (-1.30) {(-0.36) (-0.57) (-0.84)
3 0.8398 1.8624 2.7618 2.6393 -1.6666
(0.33) (0.93) (1.76) (1.07) (-0.61)
4 2.1159 0.7873 3.3739 0.6318 1.6418
{1.30) {0.36) (1.01) (-0.39) (1.00)
highest -3.9454%* 2.2176 -1.0567 {7490 -0.1587
(-2.25) {0.93) (-0.44) (-0.24) {-0.04)

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level.



Table 8 Yearly Returns on the Characteristic-Adjusted CI-Spread Portfolio at Year 1, 2, 3, 4, and 5: 1987 to
1999
(Capital Investment is scaled by Sales and defined as change rate of capital expenditure)

A. The first CI-Spread Portfolios:

Formation Returns Returns Returns Returns Retums Cumulative
Year in Year | in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 -8.1781 14,5263 0.8860 0.0091 -0.0106
1988 31.1761 -6.8208 -4.4042 6.3064 2.1073
1989 -2.2435 3.8143 -7.7268 (.8344 -24.6658
1990 -0.0261 -1.0875 -1.3374 -15.0631 -17.6764
1991 0.6491 4.9608 15.2536 -0.1575 -11.7293
1992 5.8382 -7.2098 5.1746 -7.3526 12.0669
1993 3.0207 4,6763 0.1583 4.7959 3.8659
1994 8.7853 -11.9555 -2.8419 11.1830 -3.2172
1995 -5.0465 -12.0607 -3.5298 -11.2387 -9,2922
1996 -5.8204 3.8651 -33.5910 -15.0927 -
1697 1.5226 -23.9856 -5.9329 - -
1998 -19.4562 1.7932 - - -
1999 0.9890 - - - -

Number of

positive returns/ 713 6/12 4111 510 ifm
Observations
Mean 0.8623 -2.4570 -3.4447 -2.5776 -5.3940
(t-statistics) {0.27) {-0.82) (-0.97) (-0.39) {-1.41)
B.The second CI-Spread Portfolios:

Formation Returns Returns Returns Returns Returns Cumulative
Year in Year | in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 -20.9365 21.6395 -2.7315 16.8563 -7.9510
1988 51.8072 -11.1676 2.8390 -1.5459 1.6615
1989 -8.8243 6.7720 -3.3444 -8.2864 -37.4431
1990 11.2925 2.7003 -2.6897 -29.9433 -21.6934
1991 4.8558 1.7582 20.4139 -0.1590 -12.2163
1992 24115 -13.4815 7.5766 -14.9075 19.4773
1993 8.7010 9.1297 -5.0559 21.4911 11.6782
1994 1.5158 -17.5089 1.9775 12.3067 -11.3661
1995 12.2837 -11.6602 -5.7200) (.8982 -18.2510
1996 -2.4488 -5.6150 -21.2048 -11.8465 -
1997 10.6319 -21,1903 2,1929 - -
1998 -25.7804 2.0353 - - -
1999 0.9762 - - - -

Number of

positive returns/ 9/13 6/12 5/11 4/10 3/9
Observations
Mean 35758 -3.0490 -0.5224 -1.5136 -8.4560
(t-statistics) {0.69) (-0.84) (-0.17) (-0.31) {-1.46)

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level.



Table 9 Yearly Returns on the Characteristic-Adjusted CI-Spread Portfolio at Year 1, 2, 3, 4, and 5: 1987 to

1999
(Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure)

A.  The first CI-Spread Portfolios;

Formation Returns Returns Returns Returns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Retums
1987 -6.3629 -17.2490 6.8031 -2.7252 1.7800
1988 -11.1062 2.1305 -(0.8224 2.0144 3.3726
1989 3.5601 -2.7881 -1.1008 -3.3143 -27.2953
1990 0.7958 -5.1802 0.4805 5.8066 -16.3570
1991 -1.7030 34879 14.5003 5.8062 -17.3379
1992 7.6413 -5.3222 5.6126 -0.5528 74878
1993 §.9258 £.9621 -2.6069 8.6916 2.3050
1994 6.3316 -7.9665 -5.0052 11.0572 2.6750
1995 0.5746 -17.5274 1.9491 -11.1110 -7.9638
1996 -5.5836 3.9155 -28.0600 -18.5239 -
1997 7.0188 -35.6884 -14.9867 - -
1998 -14.7122 1.0948 - - -
1999 6.5019 - - - -

Number of

positive returns/ 8/13 512 511 5/10 5/9
Observations
Mean 0.1448 -6.0109 -2.1115 -0.2761 -5.7037
{t-statistics) (0.07) {-1.68) (-0.62) (-0.10) {-1.42)
B. The second CI-Spread Portfolios:

Formation Returns Returns Returns Returns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 -13.0040 -24.7421 12 8608 -4.9387 7.8027
1988 21.7722 -2.4589 (0.7534 4,1899 1.5992
1989 -4.2682 11.3232 -0.8753 -17.7891 -48.8307
1990 10.9706 0.5577 0.6616 53199 -16.0792
1921 1.2994 -0.1253 20.5255 6.8212 -20.6676
1992 8.4132 -5.0806 14.1791 -13.9662 17.6299
1993 12.4408 3.7802 3.3084 4.3988 8.7120
1694 1.7050 -5.9837 -0.4459 9.5742 3.6556
1995 6.9151 -10.2145 -4.1902 -11.7476 2.4054
1996 -5.5476 -5.7682 -16.9741 -17.8386 -
1997 11.6175 -49.2222 -16.9337 - -
1998 -24.1578 -3.0232 - - -
1999 8.6213 - - - -

Number of

positive returns/ 9/13 3/12 6/11 510 6/9
Observations
Mean 2.8290 -7.6631 1.1700 -3.5976 -4.8192
(t-statistics) {0.84) {-1.69) (0.33) {-1.05) (-0.71)

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level.



Table 10 Yearly Returns on the Characteristic-Adjusted CI-Spread Portfolio at Year 1, 2, 3, 4, and 5: 1987 to

1999
(Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure)

A,  The first CI-Spread Portfolios:

Formation Returns Returns Returns Returns Returns Cumulative
Year in Year | in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 -15.3665 4.3234 -2.3742 6.2489 7.2966
1988 33.7643 -10.1929 -7.9058 8.1522 1.5056
1989 -1.9140 7.2382 -8.7664 -0.0803 -26.1871
1990 1.1360 -1.2160 -3.2509 -15.0962 -16.4702
1991 -0.1668 2.8055 15.4031 1.9151 -12.0798
1992 4.5403 -10.5284 7.4688 -11.3490 13.5321
1993 5.7628 7.6492 -1.1G34 3.9627 0.1121
1594 5.4912 -11.5789 -5.3095 10.1495 -7.4476
1995 -5.9412 -11.6722 -7.3026 -4.0597 -8.1909
1996 -7.9188 4.9645 -37.4496 -14,7247 -
1997 0.1273 -27.3165 6.4874 - -
1998 -10.1940 8.7942 - - -
1999 3.0073 - - - -

Number of

positive returns/ 7/13 6/12 311 5/10 4/9
Observations
Mean 0.9521 -3.0608 -4.0094 -1.4881 -5.3255
{i-statistics) (0.29) {-0.95) (-0.99) (-0.50) {-1.30)
B. The second CI-Spread Portfolios:

Formation Returns Retumns Retums Returns Returns Cumulative
Year in Year | in Year 2 in Year 3 in Year 4 in Year 5 Retums
1987 -33.9386 -2.3945 -5,9817 25.3253 6.1940
1988 51.0646 -8.9823 -0.3190 0.5200 4.1705
1989 -6.6179 11.8828 -6.3118 -6.8372 -42.0587
1990 11.2354 0.1580 -3.4072 -30.5498 -20.6592
1991 12.3305 -2.1050 16.6072 -3.4847 -16.5828
1992 2.9199 -15.1242 -3.4062 -13.8871 15.6503
1693 16.5735 10.0437 3.4339 10.0129 7.6459
1994 2.6784 -20.0025 1.1786 11.8996 -11.0340
1995 14.0880 -12.7735 -0.8674 4.0247 -14.9963
1996 7.5447 -.3736 -20.8437 -3.6784 -
1997 11.1757 -19.5774 0.6786 - -
1998 -25.9045 8.9522 - - -
1999 -0.0964 - - - -

Number of

positive returns/ 9/13 4/12 4/11 5/10 4/9
Observations
Mean 4.8503 -4.1914 -2.5699 -0.6655 -7.9678
(t-statistics} {0.85) (-1.30) {-0.93) {-0.14) {-1.32)

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level.



Table 11 Yearly Returns on the Characteristic-Adjusted CI-Spread Portfolio at Year 1, 2, 3, 4, and 5: 1987 to
199%
(Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure)

A,  The first CI-Spread Portfolios:

Formation Returns Retumns Returns Returns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 -5.1691 -12.9239 5.6668 -4.9884 0.2671
1988 3.7518 4.1294 -6.4517 6.0591 2.5464
1989 -0.7613 -1.2398 -2.3731 -2.2595 -25.1155
1990 1.7407 -3.0400 -3.0237 5.5058 -14.2672
1991 -(0.2281 3.3097 14.6578 6.0168 -17.9204
1992 3.6242 -7.7970 6.8128 -6.5089 11.9426
1993 52303 4.7616 -1.0777 2.4627 0.6239
1994 4,8252 -6.9211 -9.6839 5.8450 -2.0853
1995 -2.7512 -15.8193 -2.2487 -21.8570 -5.6530
1996 -1.6405 2.5948 -29.5673 -12.7499 -
1997 7.1396 -41,1591 -5.1262 - -
1998 -7.2284 5.1159 - - -
1999 13.9743 - - - -

Number of posi-
tive returns/ 713 512 3711 5410 4/9
Observations
Mean 1.7313 -5.7491 -2.9495 -2.2469 -5.6300
(t-statistics) (1.11} (-1.51) {-0.87) {-0.75) (-1.46)
B. The second CI-Spread Portfolios:

Formation Returns Returns Returns Returns Returns Cumulative
Year in Year 1 in Year 2 in Year 3 in Year 4 in Year 5 Returns
1987 -11.7141 -27.6393 12.9672 -7.9877 7.7634
1988 -0.8158 11,1847 -17.9290 3.8177 5.2505
1989 -2.5098 14,4555 -1.9036 -16.8399 -49.3827
1690 18,1944 -3.8015 0.5461 9.7766 -13.9307
1991 ©.0962 -3.3704 15.7116 8.5345 -26.9324
1992 1,5927 -16.0025 5.6843 -14.5832 15,5237
1993 10.9281 8.4930 1.8384 1.9397 7.3975
1994 3.3063 -8.8262 -7.5797 4.0789 -3.0445
1995 18.8226 -24.4502 -7.0265 -21.6696 -15.0068
1996 12,4589 -3.1521 -4.891§ -3.2623 -
1997 8.8904 -43.7884 -15.8163 - -
1998 -23.1801 2.9190 - - -
1999 19.4475 - - - -

Number of posi-
tive returns/ 9/13 4/12 511 5/10 4/9
Observations
Mean 49629 -7.8315 -1.6726 -3.6195 -8.3736
(t-statistics) (1.43) (-1.56) {-0.52) (-1.03} (-1.200

* ¥ represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level.
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Table 42 Regression Results for the Capital Investment (CI) Porifolio’s Year 1 Returns on the Three

Factors: July 1987 to June 2000

A. Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Regression Coefficients

Capital Investment
Bﬂ BM ﬁSMB BHML I_lz
Lowest -0.1078 0.9236>** 0.4054%** 0.247G%»> 0.8204
2m 0.0972 0.8564%»* 0.2409%+=* 0.3623 % 0.9276
3t 0.0815 0.8783%%+ -0.0524 0.2675%%* 0.9186
4% 0.1176 0.8846% 4+ -0.0792 (.2555%%+ 0.8684
Highest -0.3572 0.9011%** 017G *** 0.0657 0.9196
Cl-spread | 0.1145 -0.0028 027320k 0.1445%** 0.2718
(t-value) (0.44) (-0.15} (6.80) (3.53) )
CI-spread 2 0.2494 0.0225 (.2202%%* 0.1822* 0.0821
{t-value) (0.53) {0.64) {3.08) {2.43) )

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

B2 means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
BO BM HSMB BHML R ?
Lowest -0.0146 0.0104%** 0.3248%** 0.2400%** 0.8239
2™ 0.2509 0.8434% % 0.1642%++ 0.2937%++ 0.9047
3" 0.0186 0.8646%** -0.0793 0.2749%** 0.9024
4t 0.3092 0.9119%** 0.1010* 0.22G] 24 0.8365
Highest -0.4218 0.9242%*+ 01721 4%+ (0.1853 %% 0.9068
CI-spread 1 0.1744 -0.0411* 0.1080** 0.0597 0.0390
(t-value) (0.57) {-1.80) {2.26} {1.22) ’
Cl-spread 2 0.4071 -0.0137 0.1527** 0.0548 0.0109
(t-valug) {0.83) (-0.38) (2.02) (0.71) '
C. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Regression Coefficients
Bo P Bsms Bina, R?
Lowest -0.0924 0.9133%%* 0.4001 %+ 0.1822%+ 0.8324
2 -0.0023 0.8575%%* 0.234]1»*> 0.312] % 0.9123
34 0.5271 0.8970*** -0.0344 0.3729%%* 0.9020
4 0.0600 0.8766*** -0.0615 (.2094*%* 0.8842
Highest -0.4885 0.908]1**+* 0.1576%** 0.1769%*+ 0.9153
Cl-spread 1 0.1669 -0.0069 0.2691%*%* 0.0540 0.2087
(t-value) {0.62) {-0.35) (6.45) (1.27) )
Cl-spread 2 0.3961 0.0052 0.24254 4+ 0.0053 0.0546
(t-value) (0.87) (0.15) (3.42) (0.07) .




D. Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
BO BM BSMB BHML l_?:z
Lowest 0.0059 0.9]182%%+* 0.3782%%» 0.206]%** 0.8232
m 0.2203 0.844%%* 0.1540%** 0.3540%** 0.8982
3 0.1215 (.8890**>* -0.0612 0.254G%%* 0.9028
4" 0.1509 (.8844%*x* 0.0180 (.1868*** 0.8880
Highest -0.5172* 0.9267%%* 0.2198 0.2676%** 0.9173
Cl-spread | 0.2962 -0.0242 0.1472%%* 0.0528 0.0738
(t-value) {(1.11) (-1.22) (3.56) (1.25) )
Cl-spread 2 0.5231 -0.0086 0.1585%* -0.0615 0.0129
{t-value) (1.08) (-0.24) (2.12) (-0.81) )

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

*  R* means adjusted R-square




Table 43 Regression Results for the Capital Investment (CI) Portfolio’s Year 2 Returns on the Three

Factors: Iuly 1988 to June 2000

A. Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Regression Coefficients

Capital Investment
ﬂ[} BM ﬁSMB BHML EZ
Lowest -0.3105 0.9206%** (.3758 %%+ 0.0929* 0.8990
20 -0.1385 0.867 744+ 0.1386%** 0.2392%%+ 0.8802
3 0.0578 0.910G*** 0.0375 0.3306%%* 0.9143
4* 0.2915 0.9044%** 0.0063 0.2333%** 0.8757
Highest 0.0253 0.9030*** ¢.0602 0.1982%*++ 0.8632
Cl-spread 1 -0.3829 -0.0124 0.2230%%% -0.0497 0.1685
(t-value) (-1.47 (-0.55) {5.61) (-1.10) )
Cl-spread 2 -0.3358 0.0120 0.3156%** -0.1053 0.1687
(i-value) (-0.88) (0.36) (5.40) {-1.60) '

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Regression Coefficients

Capital Investment
ﬂn ﬂM BSME ﬂHML Rz
Lowest -0.6138** 0.8956%+* 0297 7H** 0.1850%** 0.9210
2m -0.1296 0.8956%** 0.0835* 0.2269%** 0.9088
34 0.1649 0.8716%** 0.0619 0.35G7 Wk 0.8976
4" 0.4181 0.9124%%* 0.0041 0.0966 0.8576
Highest 0.0893 0.5478%** 0.1458%* 0.2150%** 0.8702
Cl-spread 1 0.6254%* -0.0345 0.1157%** 0.0502 0.0651
(t-value) {(-2.52) (-1.62} (3.05) (1.17 )
Cl-spread 2 -0.7031 -0.0522% 0.1519%** -0.0299 0.0418
{t-value) {-1.95) (-1.68) (2.75) {-0.48) ’
C. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Regression Coefficients
By Bu Psin B R’
Lowest -0.3228 0.9183%*>» 0.37QG%*+ 0.0606 0.9129
2™ -0.2207 0.8786%** 0.2304*** 0.223(%*+ 0.8797
3 0.2898 0.8707%*+ 0.0872* 0.2902% 0.8913
4" 0.1801 0.92]5%** -0.0442 0.2298 %% 0.8833
Highest -0.0341 0.9004*++ 0.0809 (0.2736%** 0.8745
CI-spread 1 -0.3447 -0.0125 0.2823%*+ -0.1099** 0.2463
(t-value) (-1.27) (-0.53) (6.80) (-2.35) '
Cl-spread 2 -0.2887 0.0179 0.2900*** -0.2130%%* 0.2342
(t-value) (-0.88) {0.63) {5.76) (-3.75) )




D. Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
ﬁﬂ BM BSLL'B ﬁHML ﬁz
Lowest -0.6038%* 0.87893%» 0.3192%*% 0.1456%** 0.9122
2 -0.2292 0.B003%+* 0.2264%+* (0.2793%k* 0.8868
3" 0.3641 0.8950%** -0.0022 0.3039%++ 0.2071
4* 0.1345 0.9225%¢+ -0.0220 0.1198** 0.8698
Highest 0.1078 0.9004*** 0.2620%%* 0.2468*++ 0.8873
Cl-spread 1 -0.5377%* -0.0418** 0.1524%%* 0.0291 0.1187
(t-value) {-2.33) (-2.11) {4.32) {0.73) ’
Cl-spread 2 -0.7116%* -0.0215 0.0563 -0.1013* 0.0146
(t-value) (-2.34) {(-0.82) (1.21) {-1.93) '

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level
P g rep

* R’ means adjusted R-square



Table 44 Regression Results for the Capital Investment {CI) Portfolio’s Year 3 Returns on the Three

Factors: July 1989 to June 2000

A. Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Regression Coefficients

Capital Investment
BU BM BSMB BHML ﬁl
Lowest -0.3041 (0.9748%** 0.3565%** 0.1186* 0.8952
2 -0.2068 0. 87T5%%* 0.1383%** 0.3450% %+ 0.8964
3" 0.3748 0.876] %%+ 0.0782* 0.2196%%+ 0.8785
4* 0.5823 0.9066%** -0.0065 0.2527%%* 0.8535
Highest -0.0019 0.9219%** 0.0261 0.216g%%> 0.8701
Cl-spread 1 -0.5456* 0.0119 0.2376%** -0.0030 0.1474
(t-value) {-1.72) {0.41) {4.99) (-0.03) '
Cl-spread 2 -0.3022 0.0529 0.3304»*> -0.0983 0.2051
(t-value) (-0.76) (1.43) (5.49) (-1.34) '

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R? means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Regression Coefficients

Capital Investment
BD BM BSMB BHML Rz
Lowest -0.2437 0.0342%%+ D.2BG7w** 0.2200%** 0.8633
and -0.0260 0.87494 4+ 0.1277%%* (0.2920%# 0.9131
3t 0.4467 (.885] %%+ 0.0477 0.2088*** 0.8849
4t 04477 0.937] %%+ -0.0187 0.1031 0.8548
Highest -0.0604 0.9204%** 0.1193%= 0.2016%** 0.8925
CI-spread 1 -0.3285 -0.0242 0.1584%*x 0.1037* 0.1023
{t-value) (-1.14) (-0.91) (3.65) (1.96) )
Cl-spread 2 -0.1833 0.0137 0.1703%+* 0.0184 0.0418
(t-value) {-0.47) {0.38) (2.88) (0.26) )
C. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Regression Coefficients
ﬁﬂ ﬁM BSMB ﬂHML R :
Lowest -0.2672 0.9689%** 0.370G%** 0.1253* 0.8758
2™ -0.1438 0.869F 4+ 0.1867%** 0.2911*** 0.8836
3 0.2894 0.8995%*x* 0.0844* 0.2285%%* 0.8846
4" 0.6245* 0.8900%** 0.0084 0.2358%** 0.8566
Highest 0.0847 0.9284%** 0.0022 0.2581 %%+ 0.8707
Cl-spread | -0.5601* 0.0099 0.2735%%* -0.0388 0.1986
(t-value) {-1.80) {0.34) (5.83) (-0.68) '
Cl-spread 2 -0.3519 0.0405 0.3687%** -0.1328* 0.2506
(t-value) {(-0.90) (1.12) (6.26) {-1.86) '




D. Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure

Regression Coefficients

Capital Investment
ﬁ[} BM ﬁSM.B BHML §2
Lowest -0.3918 0.9170%*= 0.2440% %+ 0.1764*** 0.8708
an 0.1104 0.88B6*** 0.2058*** 0.3196M M 0.8978
3t (.3504 0.882] %+ 0.0227 0.3187%wk 0.8708
4" 0.5469 0.8846% %+ 0.0325 0.1053* 0.8559
Highest -0.1455 0.9760%** 0.154] %+ 0.2297+** 0.8661
Cl-spread | -0.3414 -0.0275 0.1316%** 0.0805 0.0684
(t-value) (-1.19) (-1.03) (3.05) (1.53) :
Cl-spread 2 -0.2463 -0.0590 0.0899 -0.0533 0.0070
{t-value) {-0.57) (-1.47) {i.38) (-0.67) )

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R® means adjusted R-square




Table 45 Regression Results for the Capital Investment (CI) Portfolio’s Year 4 Returns on the Three

Factors: July 1990 to June 2000

A. Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Capital Investment Regression Coefficients
BO ﬁM BSMB ﬁHIt{L ﬁz
Lowest -0.2434 0.9934*++ 0.2154%** 0.1771%** (.8854
2™ -0.1197 0.852]%*= 0.167] *** 0.3211%** 0.8719
3¢ 0.3538 0.8902*** -0.1074* 0.2663%»* 0.8480
4t 0.3592 (.884 740 0.0290 0.3086%** 0.8603
Highest 0.0921 0.8530% %+ 0.0262 0.1389%* 0.8832
Cl-spread 1 -0.4071 0.0539* 0.1637%** 0.0254 0.1060
(t-value) (-1.44) (1.97) (3.49) (0.49) )
Cl-spread 2 -0.3354 0.1405%** 0.1892%*x 0.0382 0.1683
(t-value) (-0.91) {3.95) (3.11) 0.5 )

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R? means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
BO ﬁM BSMB BHML R-z
Lowest -0.2995 0.9612%%* (.19273+ 0.3073%%* 0.8780
2™ 0.2522 0.8406% ¢+ G.1596% 0.3160*** 0.8524
3@ 0.3014 0.9087%** -0.1519** 0.3608%** 0.8463
4t 0.1960 0.8788*»» 0.0150 0.0968 0.8725
Highest 0.0461 0.8724%%n 0.0809 0.1011* 0.8856
Cl-spread | -0.1247 0.0298 0.1282%** 0.2127%%* 0.1538
(t-value) (-0.45) (1.11) (2.78) {4.19) )
Cl-spread 2 -0.3456 0.08BE** 0.1117* 0.2061 %+ 0.1101
(t-value) {-0.96) (2.55) (1.88) (3.14) )
C. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Regression Coefficients
ﬁl} BM BSMB BHM.L Rz
Lowest -0.1106 LG132%** 0.2429%»» 0.1508%+ 0.8963
2 -0.1128 0.8647%** 0.255 4> * 0.2997%** 0.8839
3" 0.3718 0.8677%** -0.0280 0.3059%++* 0.8398
4@ 0.2463 0.397]1*** -0.0778 0.2839%** 0.8571
Highest 0.1450 0.8550%** 0.0018 0.154p%+* 0.8880
Cl-spread | -0.3073 0.0575%* 0.2886%** 0.0060 0.3256
(t-value) {-1.26) (2.45) (7.16) (0.16) )
Cl-spread 2 -0.2555 0.1475%** 0.2410%** -0.0038 0.2758
{t-value) (-0.80) 4.79) (4.57) (-0.07) )




D. Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
Bﬂ ﬁM BSMB BH_ML E!
Lowest -0.2936 0.9374%* 0.202]1+** 0.3082%%+ 0.8778
2 0.0094 0.8734 %%+ 0,197 *wx 0.3337%= 0.8702
3¢ 0.4634 0.884]1%+* -0.0906 0.3692%** 0.8383
4 0.1863 0.398 ¥+ -0.0412 0.1362%* 0.8906
Highest 0.0089 0.8908%x* 0.1145%* 0.1284%+ 0.8784
Cl-spread ! -0.2397 0.0110 0.162g*** 0.1886*** 0.2065
(t-value) (-1.00) (0.48) (4.12) {4.32) )
Cl-spread 2 -0.3025 0.0466 0.0876 0.179744* 0.0547
(t-value) {-0.82) {1.31) (1.44) (2.68) ’

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

B? means adjusted R-square



Table 46 Regression Results for the Capital Investment (CI) Portfolio’s Year 5 Returns on the Three

Factors: July 1991 to June 2000

A. Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Capital Investment Regression Coefficients
BO BM ﬂSMB BHM]_ Ez
Lowest -0.4985* 0.946] %k 0.36064** 0.1045* (.8888
2™ -0.05%0 0,871 1 %%+ 0.1188% 0.1485%* 0.3402
3¢ -0.2308 0.8835%+ -0.2052%*# 0.1234+* 0.8713
4" -0.0310 0,882 % -0.0617 0.2823 %% 0.8792
Highest 0.3495 0.9058%** 0.0971 0.0497 (0.8004
Cl-spread | -0.4380 0.0145 0.222(4%* -0.0395 0.0939
(t-value) (-1.54) (0.44) (3.71) {-0.67) )
Cl-spread 2 -0.8480%* 0.0403 0.2635%** 0.0548 0.0741
{t-value) {-2.14) {0.88) (3.17) (0.67) )

* represents significance at 10% level, ** represents significance at 5% lIevel, *** represents significance at 1% level

R? means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
Bo Pu Bsus Prsa. R’
Lowest -0.4876 0.9168%** 0.3164%++ 0.1411%* 0.8592
2™ -0.3173 0.8487%++ -0.1277 0.0967 0.7792
3¢ -0.2657 0.8743**> -0.2043%+* 0.1992%%» 0.8743
4" 0.4899 0.9468*++ 0.0545 0.0838 0.8768
Highest -0.2145 0.BBOOH** 0.1847%* 0. 15894 0.8203
Cl-spread 1 -0.5401* -0.0337 -0.0253 -0.0024 -0.0207
(t-value) (-1.67) {-0.90) {-0.37) {-0.04) ’
Cl-spread 2 -0.2731 0.0308 0.1317 -0.0178 0.0025
(t-value) {-0.71) (0.69) (1.63) {-0.22) e
C. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Regression Coefficients
BD ﬂm BSMB I}HML R :
Lowest -0.4299 0.94(] #** 0.393gH» 0.0884 0.8828
2™ 0.0019 0.9099%** 0.2122%%* 0.0801 0.8333
3¢ -0.3706 0.9065%** -0.1516** 0.2286%%* 0.8532
4™ 0.1281 0. B557%%x* -0.0662 0.1499%% 0.8790
Highest 0.2932 0.8932%%x 0.0458 0.1005 0.7896
Cl-spread 1 -0.4246 0.0506 (0.3132%%* -0.0409 0.1747
(t-value) (-1.44) (1.49) {5.06) (-0.67) )
Cl-spread 2 -0.7231* 0.0470 0.348(%** -0.0121 0.1212
{t-value) {-1.82) {1.02) (4.17) {-0.15) "




D. Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure

Regression Coefficients

Capital Investment
Bl} BM BSMB BHML ﬁz
Lowest -0.5207* 0.893p%** 0.3278%x* 0.1935%** 0.8622
2 -0.0228 0.8679**+ 0.1165 0.0419 0.8082
3 -0.3762 0.BETR*** -0.2640%** (0.294 ] ¥** 0.8739
4" 0.3081 0.9]35%%* 0.0929 0.0369 0.8902
Highest 0.1113 0.9258%** 0.1048 0.0791 0.8226
Cl-spread 1 -0.4815* -0.0388 0.1233%* (.0598 0.0663
{t-value) {-1.76) (-1.23) (2.15) (1.06) ’
Cl-spread 2 -0.6321* -0.0322 0.2220%+%* 0.1145 0.0993
{t-value) (-1.68) (-0.74) (2.83) {1.47) ’

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

*  R? means adjusted R-square




Table 47 Regression Results for the Benchmark-Adjusted Capital Investment (CI) Portfolio’s Year 1

Returns on the Three Factors: July 1987 to June 2000

A. Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Capital Investment Regression Coefficients
B(] ﬂM ﬂSMB BH_ML 'ﬁl
Lowest -0.0154 0.0293 0.2155%** 0.0381 0.1369
2™ 0.0061 -0.0305%+* 0.069]*** 0.08]15%%* 0.1272
3™ 0.0006 -0.0052 -0.0828*++ 0.0314 0.0534
4™ 0.1794 -0.0030 -0.1200%** -0.0228 0.1171
Highest -0.2115 0.0038 0.0104 -0.0748** 0.0099
Cl-spread 1 0.0114 -0.0010 0.197]1++* 0.1086**+ 0.1968
{t-value) (0.05) (-0.06) {5.53) {2.98) '
Cl-spread 2 0.1960 0.0255 (.2051%** 0.1128 0.0633
(t-value) (0.45) {0.79) {3.03) {1.64) )

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R* means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
BO BM BSMB ﬁHML R ?
Lowest -0.0279 0.0169 (.1393 %3 -0.0403 0.0452
2™ 0.1538 -0.039] *** 0.0006 0.0235 0.0400
3 0.0340 -0.0112 -0.085] %% 0.0245 0.0609
4" 0.2833 0.0118 0.0235 0.0275 -0.0042
Highest -0.2364 0.0273* -0.0013 0.0216 0.0025
Cl-spread 1 0.0395 -0.0307 0.0589 -0.0329 0.0101
(t-value) (0.15) (-1.55) (1.42) (-0.78) )
Cl-spread 2 0.2085 -0.0104 0.1407%* -0.0618 0.0099
(t-value) (0.46) {-0.31) (1.98) (-0.85) )
. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Regression Coefficients -
ﬁD BM BSME ﬁHM_L R :
Lowest 0.0055 0.0192 0.2114%** -0.0397 0.1224
2 -0.1043 -0.0316%** 0.0427*> 0.0588%+* 0.0977
3" 0.3121* 0.0036 -0.0991*** 0.0715%* ¢.0919
4" 0.1437 -0.0066 -0.07G7H*+ -0.0630%** 0.1036
Highest -0.3164 0.0097 -0.0129 0.0260 -0.0128
Cl-spread 1 0.0370 -0.0077 0.1734%%* 0.0280 0.1159
(t-valuc) (0.16) (-0.44) (4.74) {0.75) )
Cl-spread 2 0.3220 0.0095 0.2243%%* -0.0657 0.0570
(t-value) {0.75) {0.30) (3.36) (-0.97) )




D. Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
Bﬂ ﬁM BSMB BH’.ML Ez
Lowest 0.0066 0.0192 0.1639%** -0.0401 0.0620
v 0.1122 -0.0367%%* -0.0238 0.0389 0.0715
3™ 0.0916 0.0015 -0.0779%%* 0.0169 0.0278
4t 0.1814 -0.0011 -0.0096 -0.0423 -0.0035
Highest -0.3673* 0.0216 0.0183 0.0901 0.0535
ClI-spread 1 0.1523 -0.0190 0.0657 -0.0245 0.0078
(t-value) (0.63) (-1.06) {1.75) (-0.64) :
Cl-spread 2 0.3739 -0.0024 0.1455** -0.1302* 0.0275
(t-value) (0.83) (-0.07) (2.08) (-1.82) :

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R’ means adjusted R-square

*  The benchmark-adjusted return means return adjusted by size and book-to-market equity. It is used to replace the risk
premium on the CI portfolic as the dependent variable Compare to the time-series regression of the capital investrnent
portfolio’s first year risk premium on the market, size, and book-to-market factor, the explaining power of the factor
model decreases apparently here. Most of coefficients are insignificantly and the adjusted R-square reduces to 15%
below.

*  However, the insignificant intercept also shows that there is no obvious pattern between capital investment and the
remained adjusted return that doesn’t be explained by factors. Furthermore, the highest CI portfolio always has the least
remainder. The high capital investment portfolio does not obtain a significant and positive reward as its high investment.

*  The factor model is also applied to the Cl-spread portfolio. The insignificantly positive intercept also implies that the high
C1 portfolio doesn’t have a higher excess adjusted return.



Table 48 Regression Results for the Benchmark-Adjusted Capital Investment (CI} Portfolio’s Year 2

Returns on the Three Factors: July 1988 to June 2000

A. Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Capital Investment Regression Coefficients
ﬁﬂ ﬁM ﬂSMB ﬁH.M]_ Ez
Lowest -0,1998 0.0102 0.1299%** 0.0182 00716
2™ -0.1020 -0.0340* 0.0261 -0.0146 0.0082
K 0.0574 0.0050 -0.0453* 0.0837**» 0.0539
4" 0.0617 -0.0033 -0.0573* 0.0110 0.0034
Highest 0.1197 0.0069 -0.0554* -0.0012 -0.0005
Cl-spread 1 -0.2416 -0.0137 0.1343*%* -0.0032 0.0807
(t-value) {-1.08) {-0.71) (3.93) {-0.08) )
Cl-spread 2 -0.3195 0.0033 0.]1853%M* 0.0193 0.0724
(t-value) (-0.96) {0.12) (3.65) (0.34) )

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R' means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Regression Coefficients

Capital Investment
Bo Bu Pswo Benac R*
Lowest -0.5372%e -0.0094 0.1261%** 0.0362 0.1370
2 -0.0686 -0.0118 -0.0361 -0.0002 0.0010
3 0.0637 -0.0284* -0.0094 (0.1082%+** 0.0725
4 0.2916 0.0147 -0.0602* -0.0704* 0.0312
Highest 0.1308 0.0281 -0.0286 0.0438 0.0035
ClI-spread 1 -0.5141%* -0.0320* 0.08G4%%* .0309 0.0495
(t-value) {-2.39) (-1.73) (2.71) (0.83) )
Cl-spread 2 -0.6680** -0.0375 0.1547%%* -0.0076 0.0522
(t-value) {-2.09) (-1.37) (3.17 (-0.14) "
C. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Regression Coefficients —
ﬁﬂ BM BSMB BHML RZ
Lowest -0.2952 -0.0002 0.12]1G%*+* -0.0388 0.0793
and -0.1846 -0.0194 0.0562* -0.0083 0.0072
3t 0.1339 -0.0298%* 0.0153 0.0550** 0.0499
4" 0.0040 0.0119 -0.0841** 0.0085 0.0261
Highest 0.1042 -0.0027 -0.0398 0.0494 0.0031
Cl-spread 1 -0.2940 -0.0144 0.1510%** -0.0525 0.0917
{t-value) (-1.21) {-0.69) (4.08) (-1.26) ’
ClI-spread 2 -0.3994 0.0025 0.1617%** -0.0882* 0.0852
(t-value) {-1.40) {0.10) (3.69) {-1.79) )




D.  Capital Investment is scaled by Total Assets and defined as increasing {decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
Bﬂ BM BSMB B[{ML Rz
Lowest =0.4993www -0.0264* 0.1347%%=* 0.0268 0.1454
2™ -(.2434 -0.045G%** 0.0876*»* 0.0160 0.0867
ke 0.1738 -0.0032 -0.0622** 0.0643* 0.0297
4" 0.0860 0.0189 -0.0823%* -0.0599 0.0456
Highest 0.1660 -0.0439 0.0501* 0.0661* 0.0285
Cl-spread 1 -0.4974%* -0.0436** (0.1272%%» 0.0183 0.0999
{t-value) (-2.30) {-2.35) (3.85) (0.49) '
Cl-spread 2 -0.6653%* -0.0225 0.0845** -0.0393 0.0127
(t-value) (-2.42) (-0.95) (2.01) {-0.83) )

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R? means adjusted R-square




Table 49 Regression Results for the Benchmark-Adjusted Capital Investment (CI) Portfolio’s Year 3

Returns on the Three Factors: July 1989 to June 2000

A. Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Capital Investment Regression Coefficients
BU ﬁ!-!l BSMB BHM.L ﬁ!
Lowest -0.1559 0.0490* 0.0866* 0.0744 0.0434
2 -0.1348 -0.0300 -0.0057 0.1028%** 0.0562
3™ 0.2709 -0.0231 0.0064 0.0295 -0.0030
4% 0.3686** 0.0101 -0.0272 0.0229 -0.0081
Highest -0.1167 0.0048 -0.0584* 0.0346 0.0073
Cl-spread 1 -0.2713 0.0020 0.0832%* 0.0599 0.0290
{t-value) (-1.11) {0.089) {2.26) (1.34) :
Cl-spread 2 -0.0392 0.0441 0.144G%** 0.0398 0.0532
(t-value) (-0.11) (1.36) (2.75) {0.62) :

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R? means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
BD ﬂM ﬁSMB BHML Rz
Lowest -0.0746 0.0212 0.1080** 0.0256 0.0285
2™ -0.1031 -0.0299 0.0024 0.084G%» 0.0461
3 (.2852 -0.0103 -0.0112 0.0062 -0.0169
4" 0.3601 0.0256 -0.0703* 0.1225%%+ 0.0559
Highest -0.1678 0.0012 -0.0325 0.0155 -0.0130
Cl-spread 1 -0.1850 -0.0178 0.1066%** -0.0137 0.0435
(t-value) (-0.77) (-0.30) (2.94) {-0.31) )
Cl-spread 2 0.0932 0.0200 0.1405%%* 0.0101 0.0350
{t-value) {0.26) {0.61) (2.65) {0.18) )
C. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Regression Coefficients —
ﬂD BM BSMB BHM.L Rz
Lowest -0.1727 0.0394 0.0920%* 0.0765 0.0469
2m -0.0750 -0.0408* -0.0099 0.0906"* 0.0478
3v 0.1679 -0.0079 0.0025 0.075G%+ 0.0161
4t 0.3446** -0.0056 -0.0118 -0.0091 -0.0202
Highest 0.0443 0.0151 -0.0622* 0.0594 0.0174
Cl-spread 1 -0.3183 -0.0055 0.0780** 0.0584 0.0256
(t-value) (-1.32) (-0.25) (2.15) (1.33)
Cl-spread 2 -0.2170 0.0242 0,154 1 %** 0.0172 0.0519
(t-value) (-0.64) {0.77) (3.01) (0.28) '




D. Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure

Regression Coefficients

Capital Investment
|30 ﬁM BSMB BHML EZ
Lowest -0.2302 0.0022 0.0772% 0.0034 0.0017
o -0.0269 -(L0337* 0.0627%* 0.1377%%% 0.1253
3¢ 0.2390 -0.0064 -0.0239 0.0222 -0.0101
4 0.3162 -0.0191 -0.0454 0.0964*+* 0.0327
Highest -0.0776 (L0517 7%* -0.0173 0.0351 0.0200
Cl-spread | -0.2479 -0.0320 0.1013%** 0.0048 0.0398
(t-value) (-0.98) {-1.37) (2.66) {0.10% )
Cl-spread 2 -0.1526 -0.0495 0.0945 -0.0317 0.0091
(t-value) {(-0.39) (-1.38) (1.62) (-0.45) )

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R’ means adjusted R-square




Table 50 Regression Results for the Benchmark-Adjusted Capital Investment (CI) Portfolio’s Year 4

Returns on the Three Factors: July 1990 to June 2000

A, Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Capital Investment Regression Coefficients
BO ﬁM BSMB ﬁHML E!
Lowest -0.2350 Q0751 %%+ 0.0558 0.0597 0.0629
2~ -0.1568 0. 0554 %** 0.1079*** 0.0539 0.1566
3 0.1516 -0.0055 -0.0561 0.0143 0.0007
4* 0.1573 -0.0100 0.0744** 0.144G% 0 0.1326
Highest -0.0897 -0.0380%* -0.0331 -0.0080 0.0281
Cl-spread 1 -0.2297 0.0338 0.0612 -0.0117 0.0241
{t-value) {-1.02) {1.56) {1.65} (-0.29) '
Cl-spread 2 -0.1453 0,113 %% 0.0850 0.0677 0.1015
(t-value) {-0.44) {3.56) {1.64) {1.13) '

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Coefficients
By B Bsus Broar R*
Lowest -0.3016 0.0481** 0.1223 %%+ 0.0182 0.0908
2 0.1899 -0.0642 0.1040%%* 0.0142 0.1054
3 0.1146 0.0139 -0.0988*+*+* 0.132] *** 0.1298
4" -0.0974 -0.0144 0.0606* 0.0060 0.0033
Highest 0.0290 -0.0199 -0.0547 0.0586 0.0294
Cl-spread 1 -0.0216 0.0091 0. 11024 %% -0.0161 0.0502
(t-value) {-0.10} (0.41) (2.92) {-0.39) '
Cl-spread 2 -0.3306 0.0680%* 0. 177w -0.0404 0.1049
{t-value) {-0.9%) (2.09) (3.18) {-0.66) '
C. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Regression Coefficients
BO ﬂH ﬁSMB ﬂHML Rz
Lowest -0.1540 0.0839 0.0892»* -0.006% 0.131%
2™ -0.1054 -0.0433%* 0.1503%** 0.0188 0.2050
3 0.1126 -0.0377* 0.0001 0.0444 0.0177
4" 0.0919 0.0031 -0.0236 0.1359%%* 0.1369
Highest -0.0373 -0.0171 -0.0391 0.0535 0.0212
Cl-spread 1 -0.1570 0.0273 0.15] 1*** -0.0887** 0.2152
(t-value) (-0.82) (147 (4.70) {-2.54) )
Cl-spread 2 -0.1167 (0.1010%** 0.1284+** -0.0604 0.1640
(t-value) (-0.41) {3.68) 273 {-1.17) ’




D. Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure

Capital Investment Regression Cocfficients
Bo P Bsun Biac R’?
Lowest -0.3408 0.0283 0.1154%%* 0.0592 0.0642
o -0.0736 -0.0457%%* 0.159] %*=* 0.0256 0.2209
K 0.2572 -0.0004 -0.0683* 01097 *** 0.0693
44 -0.0279 -0.0215 -0.0361 0.0437 0.0262
Highest -0.0461 0.0027 -0.0056 0.0446 -0.0150
Cl-spread 1 -0.1702 0.0006 0,158 % -0.0018 0.1433
(t-value) (-0.85) (0.03) (4.76) (-0.05) )
Cl-spread 2 -0.2947 0.0256 0.1210%* 0.0146 0.0205
(t-value) {-0.87) {0.78) (2.15) (0.24) ;

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R® means adjusted R-square




Table 51 Regression Results for the Benchmark-Adjusted Capital Investment (CI) Portfolio’s Year 5

Returns on the Three Factors: July 1991 to June 2000

A. Capital Investment is scaled by Sales and defined as change rate of capital expenditure

Regression Coefficients

Capital Investment
Bo Bu Pswe B R’
Lowest -0.4405%* 0.0317 0.203 [ %% 0.0336 0.2025
2™ -0.1953 -0.0746%** 0.0372 0.0007 0.0881
34 -0.1085 0.0097 -0.0992%* 0.0312 0.0375
4 0.0013 -0.0067 -0.0172 0.1468*** 0.1092
Highest 0.1878 0.0066 0.0784 0.0345 -(1.0083
Cl-spread 1 -0.4170% -0.0215 0.0895* -(.0735 0.0301
(t-value) (-1.78) (-0.79) (1.82) (-1.51) )
Cl-spread 2 -0.6373* 0.0250 .1246 -0.0009 -0.0023
(t-value) {-1.75) (0.60} (1.63) {-0.01) )

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R’ means adjusted R-square

B. Capital Investment is scaled by Sales and defined as increasing (decreasing) rate of capital expenditure

Regression Coefficients

Capital Investment
By Bu Bswo Proc R’
Lowest -0.6019%* 0.0103 0.2104%** -0.0095 0.1340
2™ -0.2827 -0.0433 -0.0744 -0.0199 0.0080
3 -0.0790 -0.0016 -0.1076%** 0.0848%* 0.0635
4™ 0.3495 0.0320 0.0649 0.0362 0.0081
Highest -0.1997 -0.0317 0.0939% 0.1523%** 0.1035
CI-spread 1 -0.5172% -0.0167 -0.0114 -0.1089* 0.0117
{t-value) (-1.92) (-0.54) (-0.20) (-1.96) )
Cl-spread 2 -0.4022 0.0420 0.1164 -0.1618%* 0.0421
(t-value) (-1.20) (1.08) {1.65) (-2.33) )
C. Capital Investment is scaled by Total Assets and defined as change rate of capital expenditure
Capital Investment Begression Coefficients
B B Bsup Brow R’
Lowest -0.4061 0.0297 0.2668%+* -0.0179 0.2540
2m -0.1172 -0.0497%* 0.0701 -0.0203 0.0561
34 -0.1978 0.0191 -0.0515 0.0815%* 0.0284
4" 0.0763 -0.0262 -0.0246 0.0700* 00116
Highest 0.1622 0.0025 0.0246 0.0963 -0.0023
Cl-spread 1 -0.3809 0.0019 (.1684%** -0.1023 0.0858
{t-value) (-1.53) (0.07) (3.23) (-1.99) '
Cl-spread 2 -0.5682 0.0272 0.2422%%% -0.1142 0.0736
(t-value) (-1.59) (0.66) 3.24) {-1.55} '




D. Capital Investment is scaled by Total Assets and defined as increasing (decreasing) rate of capital expenditure

Capital Tnvestment Regression Coefficients
Bo Bu Bsres Ban R’
Lowest .5718%* -0.0253 0.1902%** 0.0517 0.1784
2 -0.0803 -0.0346 (.0839* -0.0992%* 0.0603
30 -0.1805 0.0140 -0.1477%%* 0.1387+*+ 0.1735
4" 0.1868 -0.0063 0.0832* -0.0037 0.0118
Highest 0.0551 0.0127 0.0425 0.1276%* 0.0294
Cl-spread 1 -0.4470* -0.0332 0.0742 -0.0857* 0.0365
{t-value}) {-1.90) (-1.22) (1.50) {-1.76) )
Cl-spread 2 -0.6269*% -0.0380 0.1477%* -0.0760 0.0385
({t-value) {-1.86) (-0.98) (2.09) (-1.09) ’

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

* R means adjusted R-square



Table trqe-1 Descriptive statistics for the 9 SZ-BM portfolios (1987/7 to 2000/6)

a.  number of firms
*  Positive change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High
Small 7 9 11
Sizé¢  Medium 9 10 9
Large 15 11 8

*  negative change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High
Small 10 11 13
Size  Medium 11 11 13
Large 10 11 8

b. value-weighted Scholes-Williams beta
*  Positive change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High

Small 0.7531 0.7870 0.7685
Size  Medium 0.9001 0.8286 0.8056
Large 0.9646 0.8067 0.7817

*  negative change value on the ratio of cutput to its trend value
Book-to-market equity

Low Medium High

Small 0.8673 0.6890 0.7939

Size  Medium 0.9053 0.8299 0.8003
Large 0.8676 0.8457 0.7991

¢c. value-weighted size
*  Positive change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High

Small 3,255 3,242 3,439

Size Medium 7.521 7,629 7.508
Large 72,260 40,121 40,992

Unit; one million NT dollar
*  negative change value on the ratio of cutput to its trend value
Book-to-market equity

Low Medium High

Small 3,242 3,334 3,452

Size  Medium 7,905 7,519 7,337
Large 84,752 43,207 38,469

Unit: one million NT dollar
d.  value-weighted book-to-market equity
*  Posttive change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High
Small 0.2721 0.4289 (.7063
Size Medium 0.2795 0.4257 0.6785

Large 0.2643 0.4366 0.6435




*  negative change value on the ratio of output to its trend value
Book-to-market equity

Low Medium _High
Small 0.2740 0.4506 0.6727
Size Medium 0.2840 0.4263 0.6554
Large 0.2703 0.4373 0.6910

value-weighted capital investment increasing (decreasing) rate {scaled by total assets)
*  Positive change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High

Small -1.0161 13161 0.2787

Size  Medium 0.5228 9.0409 0.8908
Large 0.8853 0.7818 1.4842

*  negative change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High
Small 0.2125 3.8471 1.2626
Size  Medium 1.4808 0.0973 0.7233
Large 14.9194 0.3836 0.4850

monthly value-weighted excess return
¢ Positive change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High
Small 1.7615 2.1539 1.4246
Size  Medium 1.4056 1.0266 0.6776
Large 1.1416 0.8591 1.3598

Unit: %
*  negative change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High
Small 2.3550 1.8304 1.9966
Size  Medium 1.6128 1.6273 1.7694
Large 1.7621 1.0158 1.1171

Unit: %

standard deviation of excess retumn
*  Positive change value on the ratio of output to its trend value
Book-to-market eguity

Low Medium High

Small 15.18 17.23 15.28

Size  Medium 15.73 13.82 15.02
Large 13.00 12.30 14.33

Unit: %
*  negative change value on the ratio of output to its trend value
Book-to-market equity

Low Medium High

Small 16.57 15.71 16.52

Size  Medium 1443 14.79 16.38
Large 14.90 11.83 14.57

Unit: %



L

A.  Regression based on Individual Stocks

Change value onthe  [Intercept Beta Size Book-to-mark Capital Investment Increasing
ratio of output to its et (decreasing) Rate scaled by
trend value Total Assets
Positive 3.0998* 2.9022°
(1.84) (-1.86)
@) - 1.4560 0.1451
egative (0.92) (0.09)
Positive 6.5418 20,3280
(1.18) (-1.05)
®) Negative 8.8667% 204569
(1.67) (-1.54)
Positive 1.1544 20,0038
(0.93) (-0.01)
(©) N 13172 20,3390
egative (1.05) (-0.63)
Positive 1.3403 0.0224
(1.25) (0.72)
(®) Neoat 1.7597 0.0102
cgative (1.54) (0.31)
Positive 5.2899 13440 -0.1983
(0.97) (-1.14) (-0.64)
(h) Negative 10.2651%% 70,4707 70,5647
2.01) (0.34) (-1.95)
Positive 33395%  -3.0828%* 0.1499
. (1.85) (-2.10) ©31)
O Newt 2.0693 21,0764 02027
egative (1.25) (-0.77) (-0.39)
Positive 3.0820% 23818° 0.0387
(1.79) (-1.80) (1.25)
(m) ) 13673 02548 0.0084
Negative (0.87) (0.16) (0.26)
Positive 5.9348 203012 20,0945
(1.15) (-1.02) -021)
(n) ) 82435 0.4327 202386
Negative (1.65) (-1.56) (-0.49)
Positive 6.6096 -0.3330 0.0438
(1.19) (-1.06) (1.45)
) . 0.0224% 20.4655 20,0008
Negative (1.68) (-1.55) (-0.02)
Positive 1.1898 0.0075 0.0243
(0.96) (0.01) (0.79)
(v) ] 1.2646 -0.3945 0.0164
Negative (101) (-0.73) (0.54)
Positive 5.1803 -1.8681 01723 -0.0425
{0.99) (-1.65) (-0.57) (-0.10)
(w) . 10.2505%% 62977 0.5727%% 03551
Negative (2.07) (0.25) (-2.03) (0.72)
Positive 53243 -1.2996 202036 0.0484
(0.98) (-1.06) (-0.65) (1.56)
(aa) . 10.4710%F 0.5297 20,5793+ 20,0017
Negative (2.04) (0.39) {-1.98) (-0.05)
Positive 33456  -3.0210%* 0.2001 0.0337
(1.81) (-2.01) (0.41) (L.11)
(ae) . 2.0609 11160 03651 0.0158
Negative (1.25) {-0.80) (-0.52) (0.51)
- 6.0543 20,3094 20,1000 0.0444
: Positive (1.18) (-1.05) (-0.22) (1.51)
(a1) : 79775 204166 20.2705 0.0065
Negative {1.58) (-1.48) (-0.56) (0.21)
potive 5.2574 18158 20,1788 ~0.0115 0.0448
(1.01) (-1.56) (-0.60) (-0.03) (1.49)
(am) 10.1433%% 03067 0.5641%¢ -0.4010 0.0043

Negative (2.02) (0.26) (-1.98) (-0.83) (0.14)
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Table trqc-42 Regression Results for the Capital Investment (CI) Portfolio Returns formed on
Change Value on the Ratio of Output to its Trend Value and Capital Investment on

the Three Factors: July 1987 to June 2000

A. Yearl
. Change value on | Average R ion Coefficients
mf:f;ntal " the ratio of output | Number of SRTEsSIon e —
“M | 1o its trend value | Firms B, By Bows Bt R®
Positive 16 -0.1694 0.9104%%% | 031730 | 03s568%r | 0.8772
Lowest
Negative 21 0.1434 0.9097%** | 0.4553%+ | 0.1328 0.7347
- Positive 18 0.3231 0.7965%** | 02519%+* | 05079%* | 07599
Negative 19 03170 0.8321%*+% | 02459%¢x | 04517%*= | 08572
4 Positive 17 0.0174 0.8713%+¢ | .0.1301%* 0.2094*** |  0.8568
Negative 20 0.1777 0.8848%%* | 0.1160% 0.3166*** | 0.8796
" Positive 19 -0.1259 0.8489*** | 0.0395 0.1783%+ 0.8212
Negative 18 0.3578 0.8980%** | 0.0630 0.2800%** | 08403
_ Positive 18 -0.9158%¢ | 0.8690%** | 0,1632*** | 0.1641%** | 08734
Highest
Negative 20 -0:1511 0.208%*% | 0.3665*** | 03477%** | 0.8740
N 0.5977% | -0.0055 0.1833%%% | 0.2612**
Cl-spread1|  Positive - (1.83) (-0.23) (3.63) (5.07) 0.1938
. 0.1269 -0.0385 0.1358%%% | 0.0216
t-val ]
(tvalue) | Negative (038) (-1.56) 2.64) (:0.41) 0.0361
poi 0.7464 0.0414 0.1542%% 01928 |
Cl-spread 2 ositive - (1.62) (1.22) (2.17) (2.65) '
: 0.2945 -0.0111 0.0888 0.2149%*
t-val ]
(tvaloe) | Negative (0.51) (-0.26) (0.99) (-2.34) 0.0211

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R* means adjusted R-square




B. Year2

Change value on

Ing::g;:im the ratio of output Regression Coefficients
to its trend value Bs Bu Bous B R?
Lowest Positive -0.8936~ 0.8BR75%** (.2993%** Q.25]10%** 0.7945
Negative -0.2069 (.888 ] #** 0.3122*** 0.099¢ 0.3501
g0 Positive 0.5740 0.8523 44+ 0.3545%wx 0.5343%#% 0.6130
Negative 0.4163 0.8633»** 0.2348%** 0287 7h** 0.8457
3 Positive (.5311 0007 Hww 0.0403 0.415G%** 0.8344
Negative 0.2117 0.8988%** 0.0805 (1.3389%** 0.8583
m Positive 0.2423 0.93]14%** 0.1109 0.3490%%* 0.7996
Negative -0.0231 (0.8739%»» 0.0670 0.0972 (.8266
Highest Positive 0.2189 0.8005%*+ (0.1957%%* 02919 %> 0.8112
Negative -0.2416 Q.87 4%%w 0.4236%%* 0.3211%%* 0.8760
Clspread 1 Positive ?3%‘;‘; '?_‘?E‘; O(;fg** 0('3‘78292) 0.0318
(t-value) Negative C0.58) Toan Cose 020 00181
s | v || TS
(t-valuc) Negative foos Yo L6 G| oo
C. Year3
Capital t‘l:'s:c];?:t%s g??ﬁt;::t Regression Coefficients
Investment | 't trend value B, By Bame Buw R?
Lowest Positive -0.2507 0.9040%** 0.1423%* 0.2488%** 0.8087
Negative -0.6244 0.92573* 0.342]%*x 0.1675%* 0.8312
o Positive -(.2833 0.9161*** 0.5534%%% 0.351 g% 0.7789
Negative 0.2355 0.8803%** 0.2090%** 0.4378%** 0.8496
3t Positive 0.3806 0.81Fg%** 0.0764 0.1947%%* 0.7857
Negative 0.0455 0.93]0%** 0.0427 0.5207%** 0.8759
o Positive 0.7816 .88 8k** G.2115%** 0.2321** 0.7418
Negative -0.0209 0.8842%+* 0.1061** 0.0918 0.8526
Highest Positive 0.2988 1.0058%** 038234 0.2084** 0.7133
Negative -0.4880 0.9039%+* 0.3505%w 0.2948%** 0.8658
CLspread 1 Positive (olsg’g* {()00333:’;; 0{3.5713(; 0(8115)’ 0.0116
{t-value) Negative 0(362%(; 0(313%5} 0(?4{.]76“; O(.;%S;E;** 0.0163
S e B T I el Iy s
(aloe) | Negative | 550 wen | cotn | Cieo 0002¢

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R® means adjusted R-square




D. Yeard

. Capital t}(ljgf;t%; :?I:Et;c:gt Regression Coefficients
nvestment - —
to its trend value By By Baws B R’
Positi -0.4683 84335 2615+
e ositive 0.8433 0.2615 0.4405%++ 0.7649
Negative -0.3446 0.9555%+++ 0.2734%%+ 0.2507%%* 0.8125
" Positive 0.7604 1.1459%% 12461%%% | .0.0489 0.6965
Negative 0.1305 0.8671 %% 0.1474%* 0.3095%*+ 0.8263
» Positive 0.7416 0.9759%%¢ |  _0.0034 0.4148%x» 0.8093
Negative 0.1837 0.8291%** 0.0148 0.3905%++ 0.7956
o Positive 0.3706 0.9329%+ 0.2438%#% 0.0091 0.8471
Negative 0.1055 0.8865%%+ 0.0027 0.2019%# 0.8176
, Positive 0.5164 1.0507%x* 04543%%+ | 0.1644 0.7891
Highest
Negative -0.2141 0.8788%* 0.3075%*» 0.4080%** 0.8637
” 202977 0.0028 0.4048 % 0.2735%%
Cl-spread 1 Positive (-0.60) (0.06) (4.91) (3.01) 0.1948
(t-value) Negative '?_‘g 5}% 0(32982? O(f%fé '?'gi‘;&; -0.0042
" 20,9853 20.2075%% | 0.1928 0.6050%%%
) P
Cl-spread 2 ositive (-1.37) (-2.98) (-1.62) (4.61) 0.2375
(tvalue) : 20,1305 0.0766 20,0341 0.1573%
Negative (-0.27) (1.62) (:0.42) (-1.76) 0.0311
E. Year$s
Capital tgzl: :_‘:g: z?tftpo:t Regression Coefficients
Investment | "its trend value B, By Bsue B R?
Positive -0.6982 0.9469%** 0.5254%%» 0.3718%*+ 0.7783
Lowest
Negative 04231 0.9070%* 0.2321 %% 0.1707%* 0.7833
i Positive 0.0156 0.93294% 03720%%¢ | _02195% 0.6535
Negative 0.2923 0.8577%%% |  .0.0243 0.0461 0.7569
y Positive -0.9936%* 0.8660%%* |  .0.2209%** 0.4085% 0.8130
Negative -0.0832 0.9218%%* |  .0.2393%%= 0.3087%** 0.8318
o Positive -0.0769 0.0421%#+ 0.3360%** |  -0.0643 0.8514
Negative 0.6194 0.9430*** | 00892 0.0860 0.7946
, Positive 0.2092 0.9732%%x 0.1203 -0.0304 0.7855
Highest
Negative -0.0496 0.9210%** 0.2566%** 0.2325%» 0.7666
— 204231 00177 0.2160%* 0.1235
Cl-spread 1 Positive (-1,06) (-0.38) (2.57) (1.49) 0.0773
value . 203503 20,0497 0.0201 10,0508 ]
(t-value) Negative (-0.95) (-L17) (0.26) (-0.67) 0.0093
" 20.9074% 20,0263 0.405 1% 0.4022%%*
Cl-spread 2 Positive (-1.67) (-0.42) (3.55) (3.57) 0.2222
value ) 03735 20.0140 70.0245 0.0618 ]
(t-value) Negative (0.67) (0.22) (-0.21) (:0.54) 0.0249

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R? means adjusted R-square




Table tog-1

a. number of firms
* Toebin’sq>1

Descriptive statistics for the 9 SZ-BM portfolios (1987/7 to 2000/6)

Book-to-market equity
Low Medium High
Small 17 19 21
Size Medium 19 20 20
Large 25 21 15
* Tobin'sq < !
Book-to-market equity
Low Medium High
Small 0.22 0.33 3
Size  Medium 0.11 0 2
Large 0.11 0 1
b.  value-weighted Scholes-Williams beta
* Tobin'sq>1
Book-to-market equity
Low Medium High
Small 0.8175 0.7490 0.7908
Size  Medium 0.9069 0.8411 0.7921
Large 0.9154 0.8502 0.8103
*+ Tobin'sqg < 1
Book-to-market equity
Low Medium High
Small 1.4566 0.6662 0.7296
Size  Medium 0.7485 - 0.7736
Large 0.6584 - 0.9733
c. value-weighted size
* Tobin’sg>1
Book-te-market equity
Low Medium High
Small 3,294 3,399 3,453
Size  Medium 7,797 7,614 7,427
Large 80,572 46,170 47,279
Unit: one million NT dollar
¢« Tohin’sq < 1
Book-to-market equity
Low Medium High
Small 559 1,582 3,012
Size  Medium 4,315 - 6,112
Large 16,761 - 15,010
Unit: one million NT dollar
d.  value-weighted book-to-market equity
* Tobin’'sq>1
Book-to-market equity
Low Medium High
Small 0.2800 0.4429 (.6561
Size¢  Medium 0.2843 0.4281 0.6475
Large 0.2649 0.4366 0.6375




¢ Tobin’'sq 5 1
Book-to-market equity

Low Medium High

Small 0.2286 0.5198 1.0558
Size  Medium 0.4351 - 0.9692
Larpe 0.4382 - 0.8272

value-weighted capital investment increasing (decreasing) rate {scaled by total assets)
* Tobin’sq>1
Book-to-market equity

Low Medium High
Small 0.3670 2.5165 0.7831
Size Medium 0.9748 29518 0.8500
Large 6.8222 0.6750 (.8306

* Tobin’sq < 1
Book-to-market equity

Low Medium High
Small -44.7376 10.1679 2.0917
Size  Medium 9.6231 - -0.0858
Large -0.3841 - 0.3944

monthly value-weighted excess return
* Tobin'sq>1
Book-to-market equity

Low Medium High
Small 2.0862 1.9107 1.7852
Size  Medium 1.5583 1.2009 1.4796
Large 1.2029 1.1501 0.9375

Unit; %

* Tobin’sq < 1
Book-to-market equity

Low Medium High
Small 9.7190 4.0654 3.6958
Size  Medium 5.1176 - 4.6206
Large -3.7169 - 4.0800

Unit: %

standard deviation of excess return
* Tobin’'sgq>1
Book-to-market equity

Low Medium High

Small 15.55 15.86 15.67

Size  Medium 14.84 13.49 15.85
Large 12.83 12.58 13.05

Unit: %
* Tobin’sq g 1
Book-to-market equity

Low Medium High

Small 24.34 23.18 23.77

Size Medium 27.42 - 19.03
Large 10.00 - 21.61

Unit: %



Laine Wiy-&~ DUy 1Mo Fama-viachciil Lross-seclional hegression
A Regression based on Individual Stocks

Tobin’s q Intercept Beta Size Book-to-marke Capital Investment Incteasing
t (decreasing) Rate scaled by
Total Assets
g 18489 1.0452
(101) (-0.55)
(@) 7 125.8936 25.5375
< (-1.25) (1.32)
) 77716 03964
® (1.50) (-1.36)
- 32.5693 12233
s (1.57) (-1.36)
g 1.1410 02822
© (0.97) (-0.61)
-1 36617 1.6992
< (132) 0.61)
o 1.5446 -0.0009
(1.41) {(-0.04)
(@ - 3.5082 21,0703
< (.37 (-0.96)
g 7.5626 05194 203666
(1.58) (:0.43) (-1.35)
(k) 1 7.0741 26.4971 219041
s (0.26) (0.76) (-1.35)
o 2.3012 T1.9141 ~0.1600
. (1.17) (-1.02) (-0.38)
0 - 715.0153 17.6026 24409
< (:0.78) 0.97) (0.85)
g 18083 20.9799 20,0014
(0.98) (-0.51) (-0.06)
(m) . 137603 158684 60711
< (-:0.93) (1.12) (-0.69)
. 71715 03767 ~0.2601
(1.48) (-1.38) (-0.65)
(n) - 373164 “15474 0.9061
< (1.23) (-1.08) ©.31)
o 7.7952 -0.3965 -0.0005
(1.49) (-1.35) (-0.02)
© o 33.2548%% 71,9035+ Z1.0810
< (2.05) (-1.50) (-0.98)
o 11419 20,3005 -0.0007
(0.97) (-0.66) (-0.03)
\) -] 33961 16155 20,9720
< (1.16) (0.63) (0.86)
. 7.2834 0.9944 03493 ~0.3458
(1.57) (-0.90) (-1.32) (-0.87)
(w) - 33.1498 16.3829 37605 14193
< (0.89) (0.50) (-1.15) (0.39)
g 75706 0.4827 0.3677 ~0.0010
(1.55) (-0.39) (-134) (-0.04)
(aa) . 33,6707 253425 58134 ~1.0690
< (0.79) (©.72) (-1.76) (-0.77)
. 22839 118873 01713 -0.0009
(1.16) (-1.00) (0.41) (-0.04)
(ae) 31,7730 1153587 0.1695 11151
< 1 (1.12) (-0.83) (0.05) (-0.78)
o 7.0298 03674 02758 0.0002
. (1.44) (-1.33) (-0.70) (0.01)
(ai) | 47.4308% 28306 3.0884 12427
< (1.90) (-1.78) (-0.96) (-1.07)
o 6.9852 0.9253 0.3341 20.3582 0.0002
(1.48) (-0.83) (-1.24) (-0.91) (0.01)
(am) 61.0514 18476 231494 “1.8676 11,0557

<1 (1.49) (-0.11} (-1.30) {-0.49) (-0.72)
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Table tog-42 Regression Results for the Capital Investment (CI) Portfolio Returns formed on

Tobin’s q and Capital Investment on the Three Factors: July 1987 te June 2000

A. Yearl
Capital Tobin’s q Nige;:fz f Regression Coefficients
Investment . —
vestmen Firms B Pu Bsmn B R®
>1 35 -0.0217 0.9199**= | 03741%** | 0.1968** | 08225
Lowest
<1 0.6 1.2054 0.7526*** | 1.0705%%* | 13741 | 08360
y >] 36 0.1586 0.8409*** | 0.1368*** | 03214%%% |  0.8969
<1 1 1.1376 0.9942%%% | 12144%** | (0.0046%** | 07244
y >1 36 0.1834 0.8955%** | 00733 0.1887%** |  0.9070
<1 0.8 13320 0.6592+++ 0.5559 1.3699%* |  0.6066
o >1 36 0.1501 0.8762*** | 0.0180 0,147 %4 0.8834
<1 0.3 .0.3728 1.0452%%% | 0.1785 1.9516%** |  0.8544
, >1 36 0.5369% | 09314%** | 02005%++ | 02326%¢* | 09215
Highest
<1 1.5 -1.3821 0.8890%*%% | 0.6546*** | 1.0800*** | 0.7835
0.2618 00234 |0.1462%% 0.0692
>1 ]
Cl-spread | (0.99) (-1.19) (3.56) (1.65) 0.0803
val P ] 03316 20,0755 0.4679 03676
(t-value) : (-0.10) (-0.86) ©.79) -L.71) 0.3157
0.5152 00115 [ 0.1736% 20,0358
>1 ]
Cl-spread 2 (1.07) (:0.32) (2.33) (0.47) 0.0164
46113+ 20,0823 13538 07145k
t-value <1 - .
(t-value) (1.88) (:0.65) (1.70) (2.26) 0.1331

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R means adjusted R-square




B. Year2

Il.ICapital Tobin’s q N’:::;:fz f Regression Coefficients
vestment Firms By Bu Baus B R
Lovest >1 35 |-0.6124%% 0.8722%%% | 03178%*» | (.1203%** 0.9086
<1 0.6 3.4999* 1.2670%%+ 0.4604 | 0.5649 0.7153
- >1 36 -0.2978 0.8530%%% | 0.2256%** | (.2570%%* 0.8819
<1 1 0.0003 0.9794%%% |  (,7850%%¢ 0.0974 0.4532
- >1 36 0.2422 0.8849% %+ -0.0275 0.2354%** 0.9057
<1 0.8 0.6865 0.8220%%* 0.5242 1.4360%** 0.5906
o >1 36 0.1928 0.9181**> | 0.0404 0.0915 0.8614
<1 0.3 -0.6658 1.0322%% | -0.1936 1.3305% %% 0.7928
Highest >] 36 0.1022 | 0.8908*** | 0.2606%%* | 0.2416%** 0.8809
<1 1.5 0.7977 0.9892% %+ 0.3844%¢ | (.7585%%+ 0.7577
e I O A A o - R
.
by [ | e e e e
Cl-spread 2 >1 - 07(1;62;; ?31685 0(‘?_513 01(1520’; 0.0167
- .
ey || e e
C. Year3
hs:;;;:;m Tobin’s q N‘i::;l;zfz ¢ Regression Coefficients —
Firms Bo B Bawa Biame R’
Lowest >1 35 -0.4483 0.9149%*= | 02237%%* | (17539 0.8684
<1 0.6 1.3490 1.0823%* | 11173+ | _0.5086 0.6310
- > 36 0.1101 0.8880*** | 0.2029%%% | (.312]%** 0.8904
<1 1 0.0026 0.9294%** 0.2028 0.2732 0.4711
4 > 36 0.3401 0.874]1%*x -0.0001 0.2860% % 0.8748
<1 0.8 3.4782* 1.1559% %+ -0.0491 1.1938%%* 0.7533
o >1 36 0.5703* 0.8817%** |  0.0008 0.0962 0.8602
<1 0.3 0.5190 1LO113%%% | 1.2458%%+ 0.1318 0.8216
Highest >1 36 01357 | 0.9741%*+ 0.1151%% | 0.2044%*+ 0.8651
<1 1.5 0.2753 0.9649%*% | 0.6229%*% | 0.9672%** 0.8386
ot 7| - | e omerse e |,
- -
e [T e e e
1 ] 0.3126 0.0592 0. 1086 20.0291
Cl-spread 2 (:0.73) (-1.48) (L67) E-g?;g 0.0121
(t-value) <1 . '?ﬁi%‘; (}'8;%9) 0'5?‘233.3 A 288 0.3777

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R’ means adjusted R-square




D. Yeard

Capital Tobin’s g Nivme;: fi ¢ Regression Coefficients
Investment . —
Firms ﬁo BM Bsma BHM.L Rz
>1 35 0.2813 0.9299%*¢ | 0.1677%** | 03313*** | 038693
Lowest
<1 0.6 -0.9845 109775+ | 11640**+ | 03871 0.9003
» >1 36 0.0590 0.8645%* | 0.1588%%% | (03452%%% | 08542
<1 1 |-2.0306% 0.9160%+* | 0.7668*%% |  0.4005%* | 07428
p >] 36 0.3844 0.8424%¢% | _01167% | 03396%** | 08272
<1 0.8 2.2655* 1.2188%++ 0.0766 LO730*** | 09098
o >1 36 0.1663 0.8926*** | _0.0622 0.1338%» 0.8928
<1 0.3 0.7203 0.7583%*** | 1.1078% 0.8493%% |  0.8532
_ >1 36 00178 | 0.8857* 00743 | 0.1451% | 08626
Highest
<1 15 04224 0.8984%%* |  0.5098%** 0.2470% |  0.9052
01854 00080 [0.1572%%* 0.1988%**
>1 ]
Cl-spread 1 (0.76) (0.34) (3.90) (4.48) 0.2048
ovalue < ] 219110 0.1724 0.23%6 02773
(t-value) (-0.68) (0.94) (0.65) (-0.87) 0.3031
202636 0.0442 0.0934 0.1862% %
>1 ]
Cl-spread 2 (-0.70) (1.22) (1.51) 2.72) 0.0564
value < ) 71.8540 02120 [0.8235%% 20.3203
(t-valuc) (-1.02) (1.67) (3.82) (1.21) 0.6005
E. Year5s
Capital Tobin’s q NAu:ll;zrgf)f Regression Coefficients
nvestment Firms By By B B R’
>1 35 |-0.5917% 0.8865*** | 03278 | 02087*** | 08622
Lowest
<1 0.6 1.6753 1.2641%** 0.8029* | 0.4908 0.4131
i >1 36 -0.0358 0.8668%* 0.1124 0.0327 | 0.8081
<1 1 0.3016 0.6715%% 0.3190 00798 | 02139
» >1 36 0.3289 0.8670%*% |-0.2817%%¢ | 03081*** | 038619
<1 0.8 0.8406 1.5a46%** |  _0.4038 0.7703** | 08206
" >1 36 0.2945 0.9155%** |  0.0949 0.0283 0.8895
<1 0.3 3.9492% 1.0589%*+ | 03472 0.7817% |  0.6165
_ >1 36 00937 | 0.9248%%» 0.0898 0.0831 | 08202
Highest
<1 1.5 0.2390 0.9442%%% | 009855 | 03085%+* | 038734
20.5079* 00435 | 0.0278% 0.0650
>1 ]
Cl-spread 1 (-1.88) (-1.40) (2.26) (1.16) 0.0804
23015 201008 0.5003 -0.5659
t-val < -
(t-value) : (-132) . (-0.41) (©.91) (-.60) 0.3107
o 10.6855* 00383 [0.2380%% 0.1256 01254
Cl-spread 2 i (-1.87) (-0.91) (3.10) (1.66) :
12157 02614 0.7205% 0.3715
t-val ]
(t-value) <1 ot o 8 i 0.1004

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R’ means adjusted R-square




Table toge-1 Deseriptive statistics for the 9 SZ-BM portfolios (1987/7 to 2000/6)

number of firms
. A Tobin’sq>0
Book-to-market equity

Low Medium High
Small 8 8 8
Size  Medium ] 9 9
Large 14 11 8

. A Tobin’sgq < @
Book-to-market equity

Low Medium High
Small 5 8 12
Size Medium 8 8 10
Large 9 9 7

value-weighted Scholes-Williams beta
* A Tobin'sq>0
Book-to-market equity

Low Medium High

Small 0.84%6 0.6736 0.6419

Size  Medium 0.8425 0.7945 0.8138

Large 0.9247 0.8119 0.7215

. A Tobin'sq < 0
Book-to-market equity

Low Medium High

Small 0.8241 0.7076 0.7155

Size  Medium 0.5043 0.8754 0.7774

Large 0.9199 0.8741 0.7321

value-weighted size
. A Tobin’'s g>0
Book-to-market equity

Low Medium High

Small 3,291 3,181 3,120

Size Medium 7,607 7,527 7471
Large 70,446 39,003 41,678

Unit: one million NT dollar
. A Tobin’sq < 0
Book-to-market equity

Low Medium High

Small 3,152 3,210 3,429

Size  Medium 7,429 6,969 7,111
Large 80,023 47,021 50,965

Unit: one million NT dollar

value-weighted book-to-market equity
. A Tobin's q>0

Book-to-market equity
Low Medium High
Small 0.2460 0.4565 0.6692
Size Medium 0.2732 0.4261 0.6649

Large 0.2850 0.4423 0.6322




. A Tobin’sq < 0

Book-to-market equity

Low Medium High

Small 03164 0.4366 0.7353

Size Medium 0.3038 0.4612 0.6776
Large 0.2995 0.4361 0.6990

value-weighted capital investment increasing (decreasing) rate (scaled by total assets)

. A Tobin’s q>0

Book-to-market equity

Low Medium High
Small 0.7908 6.5727 1.5758
Size  Medium 0.5417 0.3149 1.4490
Large 2.5032 0.5199 1.9123
. A Tobin’sq < 0
Book-to-market equity
Low Medium High
Small -0.7281 0.6608 -0.0093
Size¢  Medium 1.2148 3.4402 0.1316
Large 30.493¢ 1.0145 0.7320
monthly value-weighted risk premium
. A Tobin’sq >0
Book-to-market equity
Low Medium High
Small 2.2098 1.9332 3.0100
Size  Medium 1.6043 1.9852 2.9460
Large 1.5850 1.5180 1.4419
Unit: %
. A Tobin’'sq < 0
Book-to-market equity
Low Medium High
Small 0.0508 1.5524 1.8257
Size  Medium 0.8373 2.3357 1.9427
Large 1.9408 1.1826 0.6224
Unit: %
standard deviation of risk premium
. A Tobin’sg>0
Book-to-market equity
Low Medium High
Small 16.31 16.58 17.96
Size  Medium 15.67 15.21 22.14
Large 12.84 13.40 13.82
Unit: %
. A Tobin’sq < 0
Book-to-market equity
Low Medium High
Small 12.08 16.93 16.76
Size  Medium 14.53 14.65 17.78
Large 14.58 12,22 13.31

Unit: %




LAalie qgc-»

A Regression based on Individual Stocks

ROSLLITS ITom Fama-iviacoetd Lross-sectional Kegression

Intercept Beta Size Book-to-mark Capital Investment Increasing
ATobin's q et {decreasing) Rate scaled by
Total Assets
o 29534 30190
(1.11) (0.69)
(@) 5 3.9625 14451
< (0.95) (-0.43)
o 12.8364% 20.6807*
(1.96) (-1.85)
(b) o 9.1983 20,4763
< (1.64) (-1.47)
o 2.5774% 0.75%6
(1.76) (1.04)
© - o 0.7469 05772
{0.41) (0.60)
oo 2.1475* 0.0015
(.71) (0.03)
(8) o 1.8336 0.0410%*
(1.54) (:2.22)
o 7.6482 22820 02783
® (1.14) (-1.25) (-0.69)
o 10.0161 "1.4997 20,4637
< (1.52) (-0.41) (-1.38)
o 2.7584 37435 05333
. (1.06) (-1.03) (-0.47)
® 2o 547105 TR 6R5TH 2.4243¢F
< (165) (:2.09) (-2.10)
o 3.1590 23671 0.0111
) (1.19) (-0.80) (0.25)
o 22673 20,7460 0.8003%¢
< (0.74) (-0.22) (-2.10)
o 10.9730% 05515 03237
(L77) (-1.55) (0.46)
{n) 0 12.6075 20,6285 0.5303
< (1.60) (-1.67) (0.39)
o 13.2883%+ 0. 7110% 0.0104
o (2.02) (1.92) 0.21)
N 10,5635 20.5539 20.1981
S (L.72) (-1.53) (-0.40)
oo 2.5510% 0.7370 0.0105
(1.75) (1.01) (0.24)
) o 0.8450 70,6599 20.8018%
s (0.46) (-0.67) (-1.88)
o 4.8434 26871 0.1353 -0.7119
(0.66) (-1.24) (0.32) (:0.51)
(%) o 11.4885 42652 0.4319 207162
(1.45) (-1.09) (-1.15) (:0.47)
o 8.2842 -2.6035 202982 0.0087
(1.23) (-1.40) (-0.76) ©0.17)
(a2) o 11.3458 12647 0.5494 20,1319
s (1.57) (-0.34) (-1.49) (0.26)
o 29214 23,1710 0.6187 0.0150
(1.12) (-1.18) (:0.55) (0.33)
(ac) ) 47576 173545 2 3546% 0.7062%
= - (1.47) (-1.83) {-1.95) (-1.70)
o 11,4780 0.5841 0.3486 0.0149
. (1.85) (-1.64) (0.49) ©.31)
(ai} 25 147954 20.7412 0.6539 0.0561
< (1.29) (-1.35) (0.38) (0.08)
o 5.3915 3.0253 20.1570 20.7390 0.0125
0.73) (-1.38) (-0.37) (-0.53) (0.25)
(am) o 10,3486 43642 20,3463 08317 20,0136
< (0.92) -1.17) (-0.65) (-0.43) (-0.02)
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Table togc-42 Regression Results for the Capital Investment (CI) Portfolio’s Returns formed on the
Change Value on Tobin’s q and Capital Investment on the Three Factors: July 1987

to June 2000
A. Yearl
Capital | Change ‘Value on N?u;ebr?i 5 Regression Coefficients
Investment Tobin’s q Firms B, B,, Barun Brow R?
Lowest >0 16 0.1049 0.9159%*+* 0.3621%** 0.2]125%¢ 0.7889
<0 16 0.4278 0.9653**+* 0.7127%+* 0.4930%** 0.8211
o >0 16 0.7479 0.8167%*+ 0.1454%* 0.4175%%* 0.8421
<0 16 0.6998 0.BR50*** 0.4522%%* 0.3795%%* 0.6765
- >0 16 0.0614 0.8G3 744+ 0.0436 0.1698%*+ 0.8695
<0 15 -0.0586 0.948744+ 0. 70594 %+ 0.398 %+ 0.6957
4 >0 18 0.0328 0.8782%*+ 0.0907 0.2759%** 0.8419
<0 14 -0.2233 0.8528%*+ -0.0570 0.1200 0.8526
Highest >0 17 -0:3257 0.9102*%** | 0.2051%** 0.2306%** 0.8617
<0 14 -0.7308 0.9913%4* 0.4852%%* 0.1855 0.7401
1| 0| - | em | om0 o
T e
wong || e s
csz| 0| - | S| ama oo
- -

ey |0 | o e e o me T

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R? means adjusted R-square




B. Yearl

Capital | Change .Va]ue on Nivmegfi ¢ Regression Coefficients
Investment Tobin’s q Firms B, B, Borcn B &
Lowest >0 16 -0.8875* 0.8092%%* 04181 %% 0.1813%* 0.7658
<0 16 0.6274 1.0160*** 0.5678%* 0.3199%** 0.7847
ond >0 16 -1.2344%+ 0.7493 x4 0.3485%** 0.3519%** 0.7191
<0 le 0.8087 0.9428%++ 0.6030%** 0.2300%* 0.7034
- >0 16 -0.2910 0.8438%++ 0.0556 0.3265%** 0.8004
<0 15 1.9095%** 1.0481%** 0. 745 H** 0.1777 0.7683
4 >0 18 -0.2039 0.9667*** | 0.1520** 0.3124%%* 0.8352
<0 14 0.4037 0.B528% %% -0.1370 -0.0007 0.7619
Highest >{ 17 -0.3777 Q.B677+%* | (.2793%%* 0.3082%+* 0.8468
<0 14 0.2819 1.1310%** 0.5116%** 0.0240 0.8123
Clapead1| >0 Lo | e | e | cam | 0%
b [ s | e e s o
ez || Rl oam e e
ey |z || S e e
C. Year3
Capital | Change .Value on N‘:;;f;ifz £ Regression Coefficients
Investment Tobin’s q Firms B, B, Bos Bonn 72
L owest >0 16 -0.4600 0.87G6%++* 0.1657 0.2358* 06141
<0 16 -0.0965 0.96G] ++* 0.6509%** 0.3833%%» 0.7218
o >0 16 0.2243 0.9023+++ 0.1750** 0.5445%** 0.8017
<0 16 0.1245 0.9524%%* (.3558%%+ 0,23524% 0.7487
- >0 16 0.2081 0.8574** 0.0812 (.3382%*» 0.7209
<0 15 1.0884 1.1163%%* 0.1776 0.2634* 0.6477
4t >0 18 0.4283 0.9000%** 0.2675%** 0.0950 0.8213
<0 14 0.8548 0.8292%** 0.0558 0.2591 % 0.7356
Highest >0 17 -0.0852 0.9633%%+ | 02]10]1%** 0.2854% %+ 0.3283
<0 14 -1.6825%%+ 0.8805%*+ 0.3132%%* 0.1957* 0.7060
| % | - | Bm | om [ me | e | oy
- LT -
o [T e o
o R B - i
e [T oo 0 o

* represents significance at 10% level, ** represents significance at 5% level, *** represents significance at 1% level

R? means adjusted R-square




D. Yeard

Average

Capital | Change Value on Number of Repression Coefficients
Investment Tobin’s q Firms B, B,, Bos Buna 7

Lowest >0 16 -0.2409 0.8333%++ 0.3605%** 0.3641%** 0.7152

<0 16 -0.2551 0.9767%%* 0.3978%%* 0.3803*++ 0.6597

oo >0 16 -0.0036 0.8198H*=* 0.12G4* 0.4447mkw 0.3454

<0 16 1.2273 0.9599%*+ 0.5812%+* -0.0196 0.5092

3 >0 16 0.2901 0. 7764 %% 0.0669 0.3688+** 0.7055

<0 15 0.0887 0.9805%++ 0.1262 0.3054** 0.5991

40 >0 18 0.6911 0.8701*** (.2124%*+ 0.0845 0.8036

<0 14 -1.5372% 0.8642%%% 0.0285 0.3200** 0.5200

Highest >0 17 0.0397 0.9593%%* -0.0126 0.2499% %= 0.7794

<0 14 -0.1835 0.9108%** 0.2621** 0.1605 0.6050

||| opm [ Sme | o

(t-value) <0 ) 0.8027 0.1054 0.3546%* -0.0781 0.1131

(1.01) (1.34) (2.97) (-0.57)
otz 0| | S| omee o
*
oy [0 oo oo |0
E. Year$
Capital | Change Value on NAu:lngzf Regression Coefficients
Investment Tobin’s q Firms B, B, Bos Bont R?

Lowest > 16 0.3210 0.8898%** 0.4966*** 0.2653* 0.5259

<0 16 -0.2211 L1070+++ 0.9871*** 0.1657 0.7033

o >0 16 -0.1807 0.7728%** 0.1437 0.1442 0.7261

<0 16 0.2130 1.0486%** 0.3996% % -0.108% 0.6224

30 >0 16 -0.1802 0.9243%** | .0.2411* 0.3576%+* 0.6838

<0 15 -0.8979 0.7252%% 0.2548%* 0.0599 0.5411

n >0 18 -0.1068 0.999gH*x* 0.4525%%* 0.0987 0.8128

<0 14 0.3650 1.008g*** -0.0802 0.3433%¢ 0.6933

Highest >0 17 0.1070 0.8785%** 0.1106 0.1211 0.6759

<0 14 -0.3597 1.I15]%** 0.6182%+* 0.3502%%+ 0.8290

| || e | | e | EE | o
- ;

o I I 0 O o L

ez || e e oo T

%
e [ a0 | o e e | o o

* represents significance at 109 level, ** represents significance at 5% level, *** represents significance at 1% level

R* means adjusted R-square




