controlling ownership's divergence and the implied cost of equity
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<Table 1> Descriptive Statistics of Variables related to Divergence

Variables Obs. Mean S.D. Min. QI Med. Q3 Max.
Wedge 413 023 015 000 006 026 034 055
Control_Rights 413 032 012 000 025 032 039 055
Cosh_Flou_Rights 413 0.10 014 0.00 000 000 017 0.47

© 7RIS FEAY 7| SAT
<Table 2> Descriptive Statistics of the Implied Cost of Equity
Variables Obs. Mean  S.D. Min. Ql Med. Q3 Max.
Foii 413 0.13 005 004 010 012 015 030
T as 413 0.14 0.05 0.05 0.10 0.13 0.16 0.30
Tom 397 0.13 0.04 0.04 0.10 0.12 0.15 0.26
Taun 397 0.13 0.04 0.04 0.10 0.12 0.15 0.29




<Table 3» Descriptive Statistics of Control Variables

Variables Obs. Mean S.D. Min. 01 Med. 03 Max.
Sze 413 2257 1.37 19.28 21.55 22.73 23.53 25.54
Beta 413 0.93 0.41 -0.10 0.67 0.94 1.22 1.87
MoB 413 136 1.02 0.24 0.74 1.03 160 6.03

Singned_Error 413 0.05 0.09 0.6 001 0.03 0.06 0.46

Leverage 413 184 187 0.15 0.78 13 2.00 9.95
ROA 413 0.03 0.05 -0.11 0.01 0.03 0.05 0.14

Volatility 413 0.03 0.03 0.00 0.01 0.02 0.04 0.16
Age 413 34,89 18.64 3.00 16.00 38.00 46.00 83.00
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<Table 4> Correlation Coefficients among Variables
. Q. 4 ?
2) ChaArmm . Wedre CIR CFR Size Bete MR SE IEV ROA Age
fin i
Wedge | -0.03 g
(.6101)
CTR | -0.01| 033 '
(.9592) |1.0000)
CFR | o001 -083 032 ;
(.8835) |(.0000) {.0000)
Size 009 -0D323 -0.35 -0.08 1
(.0602) (.0000) (.0000) (.2348)
Bt | 021 008 021 010 035 .
(.0000) (.0667) {.0000) (.0443) (.0000)
MB | 025 012 o002 012 034 007 i
(.0000) (.0151) {.7345) (.0121) (.0000) (.1336)
SE 0.40 -001 -0.07 -0.06 015 021 -0.12
(.0000) (.8733) (.1293) (.1992) (.0032) (.0DOOD) (.0137)
IEV | 033 -008 -0.13 -0.04 026 020 -0.02
(.0000) (.0957) (.0066) (.4377) (.0000) (.0DOD) (.6209) (.
BOA | o4 oo 008 -007 -017 -018 026 -0.51
. |1.0000) (9233) (.0302) (.1347) (.0004) (0003) (0000} {0000} (000D}
Vol 0.22 -001 -0.08 -0.06 -0.02 023 0.7 0.06 0.0
(.0000) (.7620) (.1137) (.2036) (.6813) (.0000) (.1770) (.9230) (.2230) (.2216) .
A€ 1 00 -012 001 015 023 012 -0.20 003 -0.03 i
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<Table5 > The effects of controlling ownerships divergence
on the cost of equity

Variables Sign Tom
"
Wedge + l?ll)?i}
Cash_Flow_Rgiths +/_ 0.048*
(2.16)
Size - -0.006**
(-3.04)
Beta + 3}%[3[‘)5}
MtoB - -0.011#
(-549)
Signed — Error +/_ 0.009
(0.21)
Leverage + 0.001
(0.52)
ROA 04015
- (-567)
Volatility + 0.245%
(243)
Age - -0.0001
(-083)
Year dummy Yes
Industry dummy Yes
0bs. 394
Adj.R—sq 0.506
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<Table6> The coefficients table of the subgroup analysis

Variadl P SmallFirms Large Firms
ariables ign
4 AMZ=HM A7 - -
Wed, 0067 0.045*
. 3 A
=20l 1 =2 edge + o 0
Cash_Flow_Rights +/_ 0,100+ 0,081%
¢ Y¥E J-E%i’ki 12| E(Wedge) Rt T}7| RHEE| 2 (232 (288)
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<Table7= The effects of control ownership's divergence on the cost of equity

Variables Sign Theg Tnpeg Tavg

4 Al H A'l 7 :| J__l_ Wedge . 0021 0026 0030
20l = (110) (140) (162
Cash_Flow Rights | +/- 0.041 0.038 0047

© 1|2k (Weage2t M 7tA| A7|R=H[E ALO[0] 72 i / 182 (159 219
B THAS LFEFLFX| QOpoL AT Ok4)0| 7HE - ) 0007 0006 0006
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Beta * 178 (181) (101
MtoB ) 0011 011 0010

© Ol XWFFo X2 127t s2+5 £59 8 (432) (492) (539
TS0 A5 AO|2tD == 4 918 : 3 0027 0011 0016
T Soz W THE T MO Signed_Error +/ 07 03 036

0003 0,004 0001

. o R Leverage * (109 (L19) 042
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+ J|E SHHSEE 2 241 fA 20HI0| LEHE Age _ 00002 00001 00001
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Year dummy Yes Yes Yes
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DAL Ol Ao LEttoL) ZIEMUME E4 Industry dummy Yes Yes Yes
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