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Abstract

This study aims to examine the relationship between corporate governance
evaluation and cost of equity capital. Using 2013-2017 Taiwanese listed companies
as the sample, the results show that the implementation of the corporate governance
evaluation system can indeed reduce the cost of equity capital. Secondly, as to the
effect of corporate governance evaluation ratings on the cost of equity capital, the
results show that corporate governance evaluation ratings are positively correlated
with the cost of equity capital, but not significantly in 2014. The corporate
governance evaluation ratings are negatively correlated with the cost of equity capital,
not significantly in 2015, but significantly in 2016 and 2017. In the sensitivity
analysis, this study uses two-stage regression analysis to control the effect of potential
endogeneity problem. The results still support that companies with better evaluation
will have lower cost of equity capital.

Keywords : Corporate governance, corporate governance evaluation, cost of equity
capital
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Juettner-Nauroth o5 A S &g * > 9 FE2 S BFR > A 5 Fg* E N R X
Ohlson and Juettner-Nauroth #-34( * B A O B8 ) G322 EEF &+ A HEL 77
WEBEEE p$¢ﬂkm“€-§&“ﬁq’*”h"%ﬁ—?#ﬁfﬁg'ﬂ z.t°ﬂ1, e O 5% 3
”‘7r1§$¢$’f§$ ERRL B FLFRAGTFRET EF A2 S0 o Tt
A&7 3 & w49 Easton(2004)#74% ) e0ig & AL & 4k = £ #03¢ (modified price earnings
growth model » 4 i # Easton ##-3% )% Ohlson and Juettner—Nauroth(ZOOS) » B EW
AT AS A BETES AL RS 4T

1. Easton (2004) : Easton fi= 3\
Py = [E¢(EPS;12) — Et(EPSt11) + Tgaston * Et(EPSpyq) * Et(POUTt+1)]/rE2‘aston

2. Ohlson and Juettner-Nauroth(2005) : OJ #i-3¢

E.(EPSi11) E.(EPS;;) — E.(EPSi.1)
ro; =A+ [A2+ * -0
o) \/ P, E.(EPS;:1) ]
1 Et(EPSt41)*Et(POUT¢41)
" ’Azz*[5+t t+1Ptt t+1]
AP AWt EERDFRE L ERfH Y -
b. E(EPSp41) © 5 MAARAATEF 42 @ % 4] & 5 L ZARTERI (2 FE 7 A 1757 BB

BT 127 31 p ch- X)) ¢ g o
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C.EL(EPS;y;) " ZHABAITEFHP % tH2 EXZ N FARTFRE(E RS F A7 E
FiT 127 31 pen— £)B¢ 2o

d. E;(POUT ) © 2 HAREAATEF % t A F P @ T AL F - R &%)
Al‘j-—ffﬂ??/?]ﬁ_?lﬁ‘—_&}ﬁ_‘$ ?)‘r}__?\?g:?g‘o

.8 F @AY 2L F > 4F) Chu, Haw, Ho and Zhang (2020)eni%;% » 1o - &
€pRRSF R o - ) d“#”'%#ﬂ%tﬁi%ﬂ REFEIL pIOUIRS  Ft
2 Y f‘?ﬁil‘%i?}f@b“r ARCESE TR /ﬂ 'ﬂzfjf" '% #F‘Ig{‘&i‘a—f @J‘E °

£ Et(EPSt+2) > E(EPSp41) >0 d 30 A B ¥ ZALEHGY @Y XL K54
B pF T & {, & (Easton » 2004) °

CAEEFTAA A
(= )p %¥

1. F % o 751232 8(CG)

4 ﬂx&}ifg} S5 P ATLAEE % 15 (2014-2017) i B > Bl 5 10 £
20 B LR P gk a (2013)hE B o B L 0o

FRE 5% W s 2 BEELE R 6%20% K s 1 AP L 0o

ERH 5% w5 4 EEEEERT 6%20% ® 3 3 FiEaEs
21%~35% » % 3 25 FiEEE BB 36%~50% 0 K A 15 RS 0

?\‘rﬂ
=i

G)¥ =z Ee¥e B2 P jmEgs 52016 # 21 2017 &) :

FEHEBRBT 5% KE 6 FITEERED 6%20% K 5 FiEHEE
*&»E{j W 21%~35% 0 K 5 4 BIEHEE B 36%~50% 0 K E 3 BimEE R
51%~65%° % 5 2 2EFEEEHD 66%80% K 2 1 2F=FHFE &
81%~100% > BI3K % 0 °
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1 27 R H(SIZE)

VURAT G dp A PR RGBSR T AT A et~ 2 P R
7 R Hc o VO3B R =2 & Fr 14 (Becker, DeFond, Jiambalvo and Subramanyam,
1998) - Botosan(1997) ~ Cheng et al.(2006) 4= 5 # » & HI D P R L EE T £ =
AEBEEFLAAM o AFETTFD TR EEET A AL LM -

SIZE = £ EKBT ARG @ BB p 2R c(natural log) £
2. f i (LEV)

PRyESFEFERaFPEDERL S 2 FTrofpanE Rdgih > G FA&F & 4
EHHGFa AR 2P R AR G Y fAARES (MyRaFdiR
2008) o Fp 0 LT A AEFL TP 0 L R RKFLLRFPF 0 IFLRED
PEARARGLA N P AETIY LA I EHRE T A AL AN -

LEV =4~ & & R4 f fiEG B4 VAT AMS § Eird
3. EED I (BM)

AEw ot AR R - 38 b 'k ¥4 (Fama and French, 1993) o & fp = 255
'“E’%E_,,_ & 2 A2 Fﬁgﬂm#prggﬁﬂ“ ’;?m/ilﬁ'ﬁIEI’L(J‘""E;./}-IE'%;'/A‘WL'RIE’)ﬁ'&
B TR LSRARE 0 O hﬁgg & = & ¢t 3 (Chen et al., 2004, Fama and
French, 1992 » #R5- 47 ~ i E &2 F G40 > 2013) o F)pt » AP FIEHE B B 2 g
EF & AT AH o

BM = i ~ e fe B8 AL (08 11 E KT
4, BT AP S (ROA)

Francis, Khurana, and Perelra(2005) FAFTAIBARRSFT &5 A2 B R R
FRATARPIAR > 202 <jmJ§. T AL PEAR L rﬂ%,;;? Lo Rehie &
ﬁm*@ﬁ’ﬁmﬁﬁiimﬁ' E Ao FIY o AAFT A BT AT
FHFARPF(ROA)EEZ T £ AT ) AR -

ROA:T;‘,:—ﬁ;f;[,,é&'f;‘i'ﬂfllliﬂnﬂ g
5. WAL & F(DIV)

Jensen(1986)4n &1 % & ¥4 F R I chpd T AP > FRFET A ZH/F B L Hox
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¥ Jo & £ 5 (REV)

WAL EERET 27 iR E ¥
ebhardt, Lee and Swaminathan, 2001) o — dL@m T o

ZEBLRE > AR FTAFIEFOSEFRE 0 G FWPLIEY 0 TPV R R

RAFPIS GRA 0 G M - R 5 R R S A
WFHRETESALG w0k
REV:"?I”"-& "‘r‘li{)‘:'\"v\:"fgj‘il_

i %t b W% (BETA)

Fama and French(1993)#73& 1 ez |+ f558 ¢ > 3 b ' LB LKL FPY Db 'R
2= o F b Botosan(1997)£ Chen et al.(2003) % % ¥k "G HHEZ T &~ &

TARRE o d gt ¥ é’f‘*i*&“§41’ “i‘glﬁﬁmﬁm'vﬂﬁﬁﬁ’“"f
L RED Fh “ﬁ?mﬁﬁé v e @ R g m#ﬁgﬁéﬁs\ NH e o F]Pt o RFTF A »
Wit h e o TARH AP RGEEEFT A AT AP -

BETA=w— & & K42 5600 *» WL p AR Fehia » 4% 3 4538
A % 5 e #% % #e(IND)

BASFBAE K227 RAERFYE T A L%

B Y m R E(YEAR)

BB hoE R G 2016 #pF 0 K 5 002017 #% 5 1

- P e

MR PR AR AT RS AL iR d a0

Fris o & 4 &) T2 2 (Ordinary Least Squares Estimation, OLS):i& {7 i& i 4
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17 AEFE 2 FER Efﬁ%s—“’“]%zr‘f :
S NG P IR AT AL ALY

Tit = (04} + a1CGi't + azslei’t_l + a3LEVi't_1 + a4BMi’t_1 + asROAi’t_l +

35
a6D1Vi,t—1 + 6‘(7REVi’t_1 + agBETAi,t_l + aj Z INDi,j,t + 5i,t (1)
j=9
I NP REFIRTER RN RET AL AR

(- )2014 & 5 - A :
Tit = Qy + ach_Ri,t + aZSIZEi,t—l + a3LEVi't_1 + a4BMi’t_1 + a5R0AL‘,t_1 +
35

a6D1Vi,t—1 + a7REVi,t_1 + CZSBETAL',t_l + aj z _ 91NDi,j,t + Si,t (2)
j=

(£)2015 & % - & -

ri,t =y + a’ch_Ri,t + azslei’t_l + a3LEVi’t_1 + a4BMl"t_1 + a5R0Ai't_1 +
35
a6DIVi't_1 + a7REVi,t_1 + CZSBETAL',t_l + a]- z INDi,j,t + Si,t (3)

Jj=9
(2)2016 & § = &3 2017 & § w &
Tit = Qy + aICG—Ri,t + azsIZEi't_l + a3LEVi_t_1 + a4BMi’t_1 + a5R0Al-’t_1 +
35
agDIV;i_1 + a;REV; 1 + agBETA;;_4 + +q; Z IND; i + azeYEAR;; + €;¢
j=9

(4)

[ = AL
= AE R
r=4 < %[ Easton(2004)# Ohlson and Juettner-Nauroth(2005)# & 2. £ & F & =

SIZE=2 7 445
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LEV=§ & %
BM=:% g {1t
ROA=F 2 3 ¥
DIV=A 1 4 i/ 5
REV=4 e = £ 1t F
BETA= & 3Ll b &
ND=7 # ] b 5 % e
YEAR=# B %] & % % #ik

PEAHES B B AL ACEEAT AN BRI R A
REA 47 % 8 * winsorized 077 3V @R B o BB ) (2 ) F SOOSBE A
BLEREIE 595 B A o Es it o

B REEFEA

-~ it st

2 2PanelA 5§ % 2 P AT ER Y T 4 S &2 M A(Em- )it $lik
R o 4ok A 13304 o Panel B 5 2 9 p iR E Rk LR T
B A2 B G(RGRT )N E RSO AT R 0§ ok A dE 12024 ¢

ARSE e 0 R ?f%\ j\(rEastonleroj)E"””if—:’ﬁ(A} G4 0160 2 0.162 +
FHEAEEHR T BEREFFT AL AT L 0160 &2 0162 A p Rl G o
NPT EEE S P L (CG_R)HT sodc h 2,194 > B B 5 0.000 > B % & 5 6.000
BB G0 O P N(SIZE) T o s 16.552 ¥7 16.535 ~ B B 5 13.412 &
13497~ B~ 5395 21676  r A E X A2 P RH L EFRAPLE - fEG
fac 4 ena o S (LEV) T 3ok h 042582 0427 0 BT T iR 3 H ok £ ¥
FAKR NI BACENAE FEATAL I TR 2P 5 REP I F
B FR G RE e AN 2 E o EED B (BM)HT ks 0.708 &
0710 B4 SHBE AP L ALEYDP o BF AW S (ROA)HT sag3n % 0.070
IR AL 2 22 FAIFPF 5-0389 £2-0.336 AR & F(DIV)shT 3285 0.675 &
0676 & £ ¥£5 5 ph— ApF s R L AT A eI £ %A 5 0.675 £ 0.676 -
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§ oS £ F(REV)T $odc s 0.047 22 0.062 > % % % 5 #c2 7 g o L8 R kAR
ook SLMR G (BETA)T 3585 0.931 22 0.928 > § 3 35k %] 20 1 pF o i 4 3
Wi R E R Lk e B dp di 0 T R KPR R R

= RN A

3. 3% % 4 % Pearson4p B A 455E 4 o 4 3 A 4090 f”l A F(ROA)E
D (BM)edn MR ((0.489 % -0.633)2 b 0 B @ el B chdp B 4 ks
f30-05~05 2 F » A&l BReni @R 7 < Ao fFaisd » 2
T2 6 F L R FRREERAMLORIE o 7 A RGEKG I HFREAPETES
S endash o

i i

%03 Ao kAt 0 p REhS G 0 2P NEFEFIH(COREET 4
* N (Tgaston B T0y)2 L f AP M > r%";,‘%i?ﬂiviﬂ’“ [FE ?ﬁP I AN S /pI“’ =
EHRNP R VIR EERET AN A o & 4 TBRE S AT A
R G o 2PN EIELEER L(CCREEE T &2 »(Tpaston B 70)) 2 & A

FRARM > 2R BRI AR -

FAA L FREVEEE T & ¥ (paseon W10 L REF L AIM > #2279 §
feehd ERERGABRT A AP B T RT g AIE B s
T 2 G EF RPN > TR KL R ERE - LT ARPS
(ROAZAEE T & 3  (paston #1059 % BT F L ARM » 2 457 L B2 T8 AR -

12 kB st

Panel A © B~ (2013-2017) N=1,330
fH TN B¥E LB QL ¢t Q3 i
Foacton 0.160  0.084  0.001  0.114  0.145  0.179  0.923
o 0.162  0.085  0.004 0115  0.148  0.182  0.963
G 0.900 0300  0.000  1.000  1.000  1.000  1.000
SIZE 16.552 1482 13412 15486 16256  17.380  21.676
LEV 0425  0.162  0.045 0306 0420 0543  0.893
BM 0.708 0430  0.054 0394  0.633 0926  3.571
ROA 0.070  0.065 -0389  0.034 0064  0.102  0.443

DIV 0.675 1.325 0.000 0.451 0.666 0.814 38.119
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REV 0.047 0284  -0984  -0.052  0.031 0.113  17.230
BETA 0.931 0307  -2.831  0.745  0.940 1.141 2.036
Panel B : B3 (2014-2017) N=1,202
% Tiofk HEZI B E Ql R 3 Q3 oL B
TEaston 0.162 0.094 0.001  0.114  0.147  0.180  0.923
Toj 0.164 0.095 0.004  0.115  0.149  0.182  0.963
CG R 2.194 1.922 0.000  0.000  2.000  4.000  6.000
SIZE 16.535 1455  13.497 154838 16248 17.353  21.676
LEV 0.427 0.162 0.045 0307 0422 0545  0.893
BM 0.710 0.433 0.068 0397 0633 0909  3.571
ROA 0.070 0.065  -0336  0.034  0.064  0.102  0.443
DIV 0.676 1.364 0.000  0.443  0.665 0812  38.119
REV 0.062 0.576  -0.984  -0.049  0.031  0.107  17.230
BETA 0.928 0309 -2.831 0743 0934  1.142  2.036

LR A REE EE T £ A)%F) Easton(2004) % Ohlson and Juettner-Nauroth(2005)fﬁf\i i
EFAS ko p B G 0 2P ISIEE L 0P 5 (CG) AT % & B 15(2014-2017)H A Bl 5 1o
’137“5’ W ERET(2013)FE AX A 00 2 P EE LR (CGR) % - B2 & pEmgids f;@,w 5% >
220 gL EET 6%20% K a2 1 HeARKE O VAL rI‘"F g;ﬂ:?’;f-ﬁ’ 5%
35'6—’5%’%‘214 FEE R B 6%20% %k 5 3 B G 21%~35% 0 K 5 25 B
4,_J,,&%=¢73,6%~50%’€J{1 1; B4% 50 52 E¥se £ fj‘{:‘—é— B 5% % 5 65 —g;f—f’
5T 6%~20% 0 K L 5 EIEEE R BT 21%~35% 0 % 5 4 LR R 36%~50% 0 % 5 3
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81%~100% > RIK 5 0 Bdr4|%¥#=> 6 > 2 7 RWSIZE) - # &2 RAFT ARG § @8 p RH
#(natural log) 7% o f F v F(LEV) a0 - & & R F rh%w e K% MRTF ARG EFFE o E
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F(REV) L 70 — 4553 Flrr FEFHE o FAML%GBETA) I S - 22 KAw4E 60 B 2 L
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=P RREST
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AlgR* F @A) T2 E(OLS)ie 79 2 » %‘Jﬁ«” RO P T ERELI T AN AL
4P B 42 e
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Easton -3¢ OJ #i-57¢
38 L2l L =21
ik zg ;% pi&  VIFi& ;% piE  VIFi
Constant 0.316 0.000%** N/A 0.301 0.000***  N/A
CcG - -0.010 0.140 1.48 -0.014 0.041** 1.48
SIZE - -0.012 0.000%** 1.34 -0.012 0.000***  1.34
LEV + 0.076 0.000%** 1.28 0.077 0.000***  1.28
BM + 0.004 0.732 2.60 0.005 0.697 2.60
ROA - -0.119 0.206 2.11 -0.125 0.189 2.11
DIV - 0.009 0.016** 1.01 0.009 0.017** 1.01
REV + -0.023 0.092* 1.01 -0.023 0.085* 1.01
BETA + 0.008 0.263 1.24 0.008 0.276 1.24
IND ? Yes Yes
YEAR Yes Yes
N 1,330 1,330
F-statistic 7.11%%* 7.30%**
Adj R? 25.26% 25.77%
o] REE kR w3 1%~ 5%27 10% 90k F oK (AR T) -

H2REFESINARA223 1

2607 IREFELBHENEET LS iiié%éﬁi&ﬁﬁ?b#’?%%dﬂm ¥

Easton $i- 7% OJ #-5¢
- a1 = =1
£33 :i i;u :l;:fﬁ{ pie  VIF& :«fgz piE  VIFi&
Constant 0.335 0.010** N/A 0.315 0.033%** N/A
CG_R - 0.018 0.143 1.42 0.017 0.168 1.42
SIZE - -0.014 0.021** 1.89 -0.014 0.027%** 1.89
LEV + 0.048 0.390 1.57 0.043 0.456 1.57
BM + 0.047 0.064* 1.92 0.048 0.058* 1.92
ROA - -0.026 0.855 2.02 -0.039 0.787 2.02
DIV - 0.017 0.443 1.25 0.017 0.444 1.25
REV + 0.021 0.00]*** 1.08 0.021 0.001*** 1.08
BETA + -0.006 0.772 1.18 -0.005 0.810 1.18
IND ? Yes Yes
N 259 259
F-statistic 4.96*** 4 80%**
Adj R? 34.30% 33.70%

el BN AR E T /S

S 10% 8 % K (R E f ) -
ERUFE S AR A 2230
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Easton -3¢ OJ #-
" g e . . 3t " ”
‘ " y =0 VIF & . B VIF i&
TE ae ag P ag P

Constant ? 0.258 0.011** N/A 0.270 0.009%** N/A

CG_R - -0.006 0.192 1.50 -0.006 0.142 1.50
SIZE - -0.011 0.023** 1.84 -0.011 0.018** 1.84
LEV + 0.078 0.054* 1.60 0.077 0.063* 1.60
BM + 0.004 0.849 1.89 0.010 0.656 1.89
ROA - -0.207 0.084* 2.38 -0.213 0.082* 2.38
DIV - 0.055 0.000*** 1.03 0.055 0.000*** 1.03
REV + 0.019 0.376 1.10 0.017 0.426 1.10

BETA + 0.037 0.057* 1.05 0.034 0.094* 1.05
IND ? Yes Yes

N 264 264
F-statistic 5.46%** 5.32%*%*
Adj R? 36.56% 36.53%

FLL R RN I T 1%~ 5% 10%08 F oK (AR Q) -
2R EEFE AR A 2230

2827 nRTEILHEETES d\iié.‘?‘ﬁ?&lﬁﬁk\ﬁ}%%-mm 2 2017 &

Easton -3¢ OJ #5¢

T B B

L2 A pE  VIFi& ;f& pE  VIFi

Constant ? 0.393 0.000%** N/A 0.388 0.000***  N/A

CG_R - -0.004 0.043** 1.31 -0.004 0.045%* 1.31
SIZE - -0.007 0.020%* 1.72 -0.007 0.021** 1.72
LEV + 0.080 0.001*** 1.50 0.082 0.0071 *** 1.50
BM + 0.013 0.190 1.84 0.013 0.186 1.84
ROA - -0.212 0.002*** 1.93 -0.217 0.0027%** 1.93
DIV - 0.007 0.000%** 1.01 0.007 0.0007%** 1.01
REV + -0.028 0.006%** 1.08 -0.029 0.004**%* 1.08
BETA + 0.004 0.720 1.07 0.006 0.608 1.07
IND ? Yes Yes
YEAR ? Yes Yes
N 679 679
F-statistic 4.67%** 4.82%**
Adj R? 15.92% 16.52%

B L RER S RRg L B E T 1% s 5% 10%8E F KB (R T) o
ELREEFE S AR A 22301
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2014 #
Easton #-3% OJ #50
. S i . VIF w3t . VIF
T BE Ak P At S &
Constant ? 0.274 0.027%** N/A 0.254 0.076* N/A
E POSITIVE - 0.005 0.798 1.63 0.005 0.789 1.63
E NEGATIVE - 0.050 0.259 1.52 0.046 0.300 1.52
SIZE - -0.010 0.074* 1.56 -0.010 0.080* 1.56
LEV + 0.050 0.374 1.57 0.045 0.436 1.57
BM + 0.047 0.060* 1.92 0.049 0.055* 1.92
ROA - -0.020 0.885 2.03 -0.033 0.819 2.03
DIV - 0.018 0418 1.25 0.018 0.420 1.25
REV + 0.021 0.001*** 1.08 0.021 0.001 *** 1.08
BETA + -0.006 0.768 1.18 -0.005 0.806 1.18
IND ? Yes Yes
N 259 259
F-statistic 4 .83 %** 4.66***
Adj R? 34.18% 33.55%
ILLRRE N RREER L ul R T 1% >~ 5% 10% i FORE(FEEKR ) -

EREFE S AR A 223
210 27 BFER N BETES 22 P PR FLAFNES- A L LR

2015 #
Easton -3¢ OJ #3¢
9 3p 2P w3t - VIF w3t - VIF
2 o A P T S e
Constant ? 0.301 0.002*%**  N/A 0.249 0.021** N/A
E _POSITIVE - -0.009 0.277 1.55 -0.010 0.235 1.55
E NEGATIVE - -0.001 0.955 1.54 -0.001 0.916 1.54
SIZE - -0.013 0.001*** 133 -0.014  0.001%*** 1.33
LEV + 0.076 0.062%* 1.59 0.076 0.070%* 1.59
BM + 0.004 0.866 1.88 0.010 0.673 1.88
ROA - -0.211 0.080%* 2.39 -0.216 0.078* 2.39
DIV - 0.055 0.000%**  1.03 0.055 0.000%** 1.03
REV + 0.018 0.401 1.10 0.016 0.451 1.10
BETA + 0.037 0.056%* 1.06 0.034 0.091* 1.06
IND ? Yes Yes
N 264 264
F-statistic 5.20%%* 5.15%%*
Adj R? 36.34% 36.31%
Ixo]oREE S kRN ul A T 1%~ 5%22 10% B F oK (AR ) -

I 2REFE AR EA 22321
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21 2P TR RN BE TS AL B P FA KB R HHR LBR K
2016 & 2 2017 &

Easton -3¢ OJ -5\
. 3 4P i " VIF s 3+ " VIF
S HE piE & e piE "
Constant ? 0.442 0.000*%**  N/A 0.446 0.000*%**  N/A
E POSITIVE - -0.009 0.005%** 1.40 -0.009  0.006*** 1.40
E NEGATIVE - 0.002 0.536 1.43 0.002 0.606 1.43
SIZE - -0.010 0.000%*** 1.42 -0.010  0.000%** 1.42
LEV + 0.086 0.003%** 1.49 0.082 0.004%** 1.49
BM + 0.012 0.461 1.82 0.012 0.464 1.82
ROA - -0.218 0.163 1.93 -0.213 0.168 1.93
DIV - 0.007 0.112 1.01 0.007 0.112 1.01
REV + -0.029 0.005%** 1.07 -0.028 0.012%** 1.07
BETA + 0.005 0.587 1.06 0.003 0.738 1.06
IND ? Yes Yes
YEAR ? Yes Yes
N 679 679
F-statistic 5.35%** 5.26%**
Adj R? 21.17% 20.55%

31 REE kR w3 1%~ 5%27 10% 05 F oK (FEE KR T) -
H2REFE SN RFA 2231
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