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The structure of pay-for-performance relationship in Japan

Z B E K@eAZ)

Shota Otomasa

- )
BFRICENTREZEMASHFNBOECOREICINLTEH T LS. 2HENSERRMIZED

TonTind, AU —F TR, COSOAKRIIBREZRIT. BEZBMESHABOBRIEOCBE
THLRHNTH DD ESHERBRICHRIL -, ZOHR. RO2RICDNT. BREESRANE SISO
ERBRIEIHIFINT, BEBICHTINT 4 —v 2 AFMICITHETHENEE L, B0, BROB
B&UE. BEOBEIC. REHFBOELICNTOIREZRMORMIIR BTV, EIZ, HUFE
OSFFHBI/AEEL U LBIKICEFLIESIC. SHNBEOZ(ICHTREERMOBEEIT V12
DTV =,

Summary
There are a few empirical studies that management compensation positively responds to changes in
accounting earnings in Japan. Given such sensitivities, | statistically investigate whether the structure of
pay-for-performance relationship is always symmetric. The results tead to two findings : First, management
compensation is more sensitive to decreases in earnings than increases in earnings. Second, estimated
coefficients are unexpected sign when changes in accounting earnings are unusually large. The empirical

evidences imply that the performance evaluation for management is asymmetric in Japan.

1. [FUSIC

HARIZB W TREZRMA X FIROBLOR
BB UCEET S 2 i3, D8k S bR
ZEDIT6NTwD, EiEERIE. BEEHE &
REMFIE L OBICKETRNCE B L 79 AOB&HDS
HBIELETRLTVD, KT LoFRMEIE,
BHEOERLFMT LI AF LV ATATH
5 EFHEHLPIZEINTWS [Kaplan, 1994 ; &
B, 20031

ThEd, BREEEMASEHFIROEILE TS
ZWZHEB LTS E LTH, BEFEOXKEFIRA
RIEEOAEIFIRE R 22 THZ ATl &
BOINT + —< 7 A E DT B I REMEASD
%o AEADEE, FRARIIHT SHBITR L v
WK phbod, HFERICHTAHVIIENIEZIE
ElwkwnbhTwd [, 1994],

EHI FLIERIVBITHEL TS, #h

WZEb Lo TREARMAPRBICHZZD, K
WBiohy PE3R20 55085 0EEDL LV,
BAMEDOERMMBE LR (pay-for-performance
relationship) DHEEZED. BREED /X7 3 —
VARV AR L BETORENTH S D0
LrEWBIES HLEND b,

2. ETHROLE2—

T A A OFEEVBRICEMEZZITR-> T
OB LIELIER SR TS, ZOK,
BEHRITPHLU LOERL H 55 ICBRALREK
Mz RITRL 72T Tid %<, L Lo¥EEE S
T ol35aTE A bEHRMEZ TR Tw5
LIEEEE NS, $IE (reward) &SI (penalty)
DY AT EHBHFIIMEH L TR n EAELY
&8N Twb [Crystal, 1992],

R 2 HB OIS E O K X X (magnitude)
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WEHT ABZEIREM L T &% T\ %% [Bushman
et al, 2001], X7 4+ =< Y AIIHTIRER
WD A > 87 P OMEYE (symmetry) #2#EER
BHIZKRE LT s XBIEP v, Z2OHT,
Joskow and Rose (1994) iZ. Forbes 2~ £ 1970-1990
£ D 67831009 AOCEO7F— ¥ £ L. CEO
H|BAHEE RE) RIS T 0 L9 P,
CEOHM SR D r — A LR Oy — A TEL
STRIBT B9 % CEO#MAS [/ —< V]
LEPHN TOERELEBIFICR &S WERELL
TR TRETINE ) POV THTELT-
TWwb,

B GRE) ot ki, BIMYICREEHRM L
B EREMNERE 2> Tz, ZORIIDW
Tik. BERLELZMSIZ L 72Kaplan (1994) &
ZHB (2003) THBBEEIN TV 5,

CEOHMA MR/ NV —T L BIBZ I NV —T TR
o TREBT 222w T, 197084812134
Y 5 — L OELOBE I 7V — T OB THET
BICBLZ T, LALEA5H, 198041
BZDOENALNT, FERITHT LM OIS D
IR PRI L o 7o

WM FEROBIE 2 BLICRE IS T 50 L
A PTHBY, KM 7 — OB T A RE
B, B EREL DS TV ER
ZALIZEE S IR LTz, EROMNR 2 Bkt
LTI, BEBEMZAL-XLESETDh
PEHATBY, FELVEROEZL L dKIE
AR BB OBM - BT D LD o TV,

HALEZNRE L2EMNEE LTt Ang
and Constand (1997) %% 5%, 5 1E, 1980-1992
FE£D 3641t DT — & B BB, HREMBEDOE(LS
75 ADKE LA FAOLEEOERBMBERE
FRTV D, REMEDOEALYA FADY VT
NTIE. BREMEDOENIRAT 513 L% B HM
ML vz, EEETH, BREMEOEL
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A FADY TSN Dr — A TR A
bhic, TOZEiE, HEN-ZAOREZHWA
B, REFHMOIIE Y X7 2 IR TRV
T ERRBLT VD,

3. PETIL

3.1 {REHDER

effi<— ZADOREICET 5 EREMBERIZT T
12 Ang and Constand (1997) THIE SN T35
DT, T T FERN—-ADORE L EEHRHN
EOMOBRICEREZEEZ AL, bAEORE
BT 5 ERBBI R OME 2 RE 5 5. T DR,
Joskow and Rose (1994) # BB L 445, &FF
FIREDOBALIIH T 5 R E BB OIS 0 b
BETHRALTHENEI VERET 5o

REDEEIZOWTIE, Kaplan (1994) & &
B (2003) THERINTWAEDT, T TRHKRD
2ODRBENOWTEEL LS, BT, HESE
B IZARIRBZOEMDIE ) »H (R
PCRZ-TRIGT A0 EI %, E210, BESE
A A 2 RETFIR O (RWHELEWY
&b) & NEREFIROB{LOMTEZ
THISTADEI P TH A,

FEE 1 HICONT, BEEICYT 537 4 —
< ¥ AFEASH IR TH B %2 HIE. KEFFIZRATR
WThAEY &, BRCESH L. KETFIREEE
HHHOBMBRIEIFALTH AL EELOND, LA
2Ty WD) RARHAEREE NS

Hl ETHAIH &, BAETHAH) &, HARE
FIIBT 5 EEBEMBRIIF L TH %o

82 BICOW T BRIRICERIARIC R o720
B ICEEPRIFIC o720 T28Eb. 1Vt
VFALT VAT LAPAMBREL T H L5
WAE S ORI L CREFEMIIRE ST
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53T Thb, 2Fh, BEBEIIWHTENNT +—

Y VAFEAR L DRRTHELLITPhERS

i, ZELCERPRECTHEL T, 2hickd

o THREZBRMIKBICHMR TS THS . &

HIZDWT, RO LD REEILTS,

H2 BmICERABV (HLVIEEV)HEE.
BEOEROBALOMT, HALEILE
VT 5 EEBMBERIFEICTH B,

3.2 EFILOEE
EARBICIE, TROLI BEFMICL - TRE
MHEEE NS,

ACOMP;y=a + B1AERN;+ B, APy + €5
n

A COMP 3. SEFEOREEZHRM (% B
LEBESOER) 2 OREEOREEHME =
LW D THbH, HEDHE, HEEHTMA
A (%A BRSNS &idhl. BEH
R EN-BHREATRILINE 2 L —
BHTHD, BEEBAOHMELES2520
12 HARMSEZNRIZ L EROEIEHFETIE
REEHRMTRE (OUREERR) BTHs e
W FREE LD, BEETHHRM L HIHERK
ELTHwTEZ Bz, &, 1993].

dhred, REORICIR. EFRHORREER. b
Ao O EEIR. EHAFRBIE 2 S
3 5DT, — AL/ ) OFHHMEICITERL
NATABEENTHLUERELND 5, AROS
2BV TIE, BEBFBATIEI R, THEE]
LV F—24 (team) D87 3 —< ¥ AHFEAM
ENDBEEHOZEEZHROBENI—ETIER VA,
TR URBRETLRORY, BEERRENSEER
EERICI > TEITERTVDLEHEET S, Fhw
ZIT EBBITOMMEE L CTRESEF — 2 OHM

BEVPRFHFR L LD LI CEB L T L9 2R
52

A ERN, 3 BEEOREAR L BTEEOREHH
#WOZET, KEHHIRE L TREFREHVS, &
EEHHM E REFRROBRITT T ATH S LHIFF
ENB (B1>0)0 A Pyld M4 BEARMRM & AiERE
KU OZETH S, HABCEDOHEHMIZ, B
UY&—- T RITEE LTV S L0 RS
5 [BIE, 2002], COEHEEDTH, HED

LY REFRE OB E B RN OE L L EE) L
TVWAHERETS Y TRTOERIZ kY7
DOBIETH Y. ZOBEIHHKOMLM (Py)
THELING,

ST, MROBELEROBEIL, BEHEDO/
7+ —< Y AFHlAE U ehiu, WY
Dp; (La) BOCIWKERRY Y IVD B, (&a)

IZEWRETNRWTH A ), HEOHFESKRE
T 57D, ROLICNDUME WS 73 —%
BRIEHALL Y. BREOF Y Iz 1, B0
FUIMIZR0ELBTIRDBY,

A COMPy = a1+ a NDUM;, + B, A ERN;,
+ A By AERN; X NDUMy + Bs APy + &y
(2)

PI-ERTIR. RGNV T MBIV —T
BT, EBEHLMEREDEOBRERL-T
VEPEHLPICT B az & B AETNICHE
ThWhHIE, WYY IV OERE RO EHE
RICEFEITN L ZRB LW EEROT SN Y,

WIZ, EFIBRICRVT — A, EREAHAIC
Bur—2, BXUERPA (V—~=) O —
AZH TN T HLEND B, RIS
BUHPBVRE EDO I ) ICHET 23 IERIcE
L vy, Joskow and Rose (1994) i, Moz T
WE SNz AT 4 7 li% REMAEICL, KEHFIR

_3-



ORK{T 2o O0—Yv—H%@® 2003%F3A Nod

DEALDZD = 2 %HIZADZPALZVRENRS
HEMETHELRToTWVA, TITREFNES
REREA L VOT, BMIERIE (A ERN)
WYY IV EBRBEL, BAL10% & TAL10% %
B R EEE DT r— AL b2 5, TR
D —AZ, = VLEREDIT AR
FELTWSY,

B EROBLE ) —< VR EEOT{LED
Bz, RBORVEVHTELZHE) PEFARD
7212, QREFBIS, RO LD 2y I—EH%z
(LRITHAAND T,

ACOMP; = a; + aUppDUM,;, + asLowDUM;
+ B1 AERN; + f2: AERN; X UppDUM,; +
fBs AERN,; X LowDUM; + B4 AP+ €,
(3)

LowDUM 2%, BIBIZERDENT — AR
THH TR, FRPSHIIE 02K Th,
M, EEOBBIZHVI—AE ) —<VERER
D —ADIHTIX, UpDUM E NS F I —%
MWL, Zhicid, BIBICHERIIBWY
— 21, FRPAHCE oA B THNRD Y,

4. BUTILEREEFRHEE

4.1 HBUTILER
FrINE UTO 4 00ERLETTHT
RELEE,IOEBREINL, HENREIL1986
43 A5 199948 3 IO TH %,
1) bAFEOEEGHRIG Frovwdhyiz b
THRE (2L, ST HHF - RREZER )
2) SAREALET REARNF12>Ad5
Z &,
3) EROERICH SN D BEOBBRED
MB7— % LB — 7 AT R CAFHET

_4_

bHZ L, MBF— %13 [HENEEDS ¥
MEF—5] 5y ra—FL., Bifiy—
1% [Hfli CD-ROM2002) (R HEFHL)
O L7,

4) RESMSEo TR L, Yudbbnid
FEROBERY TSR SRS,
INSDADDEMERME T INh b, E
EAHICBT S REM (outliers) DEBEHRE
THLEDIC, EEILIEERIIOVWTLI/S—X
VEIANPUTEYNN— LN oY T
NEHIBEL CTWwb, RIS, 1634935 -E0

BEMEZ 1372,

4.2 EBXEE

F1O/RRNVAIIE, &Y Y TN OERKE
BARENT VD, 7XANVBIZERRTHE L7
FN—FZTEDACOMP. AERNBXUAPIC
DNTEHEE AT 47 v EFR LI, &EHFIZE
IR EBMRFEH IR TS, BREFTNV—TT
12 A COMPDYEBfEE 254 7 VI3AT, B
FV—TTRELLDIEL ST S,

Wi, BIRICEEABAL L2V —T (Low)
LRESBIRICRIG S Vv—F (Upp). BLUF
NoOBEIChH B ) —< V¥R BTV —
7 (Mid) \Z2WTTdH 5o Low®D A COMP D
FPHEE X F 4 7 MERETH D, Upp TRIET
HAHH, WREINV—TDACOMPERL LX)V
TLARV,

RENCIIE, S THW OB BB OIS
BREAERENT V5, HEAEKREOMBBRE
END EIEIEEL L SEILEEOMEZ XU
THELEDLDTRBENVTHS ),
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1 EFICEBINDIEROBEHR
RNEAN A FEROERETE
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NANVB : TN —T T DEROFHE AT 4T ¥
Fh—7 ACOMP  AERN AP N
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RANC  ZEBOHEBRRE
ACOMP  AERN AP
A COMP 1.000
A ERN 0.164 1.000
AP 0.087 0.289 1.000

FE Ay aRRAT4T Y
Wit =AERN<ODTNV—F
WE=AERN>ODFV—F
Low= A ERNOTFH10%D 7 NV—F
Upp = A ERNDO LR 10% DTV —F
Mid = Low & Upp SN 7 NV —7

5. SKEDTDFER

BRI IV —T &R T IU— T DR
312

REERMIL, BEPBENTRE > TRIST
APEIPOGHRHRRIRZICEH IR TS,
AERNAFEUTHABHEZEFIA TRV,
FI—EEFEETNECETNOREEELFTR
LTWwh, AERNIZ1 %KETHIHIZHERI
TIATHbI, APLTTAT, HEFEV,

I —EREEDZRXTIE. A ERNOSRIL

5.1

00023 TIA FATH Y PRFHFGL—H L Twix
Vo HilIZ-134 & B L vy, NDUM OREUSHEET
WICEBRIATARSTHLLHEN SN 4
HoBRERZFHOBEREL RS W
A BEZEOBLEMWITHERT S T L RN
WKEIF LR,

NDUM & A ERN D3I IIHEIICHERICT
FATH Do BTN —TDHEEIZIEAERND
B X1300115 (=-00023+00138) TFF A% 5,
BMEOHEG L) SBEOHEITEEHIEEMIS
5 ANBARIZ R D I LA EN, TORE
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REHIIBL EEONDH, IFERDOE X212
HAUE) BB ERITLILNTELRVENL
Bo ZDEFHLIZ, Joskow and Rose (1994) #k
fili X — 2 @ R E % B v 72 Ang and Constand
(1997) L3Rz oTw5,

HAGEOREZICE o T WEEEAORE
FEEERTHIEHPTELIPEPEIEKRTD
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B OHBEZRLEETWL I HDH I EIIE
BLThE %ok,

5.2 MEREERE LS —ADREERH
55

BT, RETHMI. BuR s EROZL (BW
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Summary

This paper investigates the validity of the nonlinear residual income dynamics proposed by Biddie et al.
(2001) when applied to Japanese firms. In particular, it focuses on the cases in which the large corporate
cross shareholding prevailing among Japanese firms restricts the range of a particular firm's investment
opportunity sets. While the cross shareholding provides effective protection against the external takeovers, it
might fix the transactional relationships with affiliated firms, creating weak incentive problems in discontinuing
any poor performing operations. These transactional ties appear to be reasonably descriptive in explaining
the observed behavior of residual income and/or losses produced by Japanese firms, which would be quite
informative in predicting a particular firm's stock price. First, it is shown that the downsizing of a firm's
operational activities facing lower profitability is subject to the transactional ties as for those firms with their
significant fraction of shares held by other business firms, in terms of the investment sensitivity to current
residual income. Second, empirical evidence suggests that given this operational constraint, the greater
a firm is controlled by other firms, the more persistent its residual losses tend to become, thus in turn
increasing the shareholders' losses.
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Changes in value-relevance of consolidated financial statements
around the accounting big-bang period in Japan
i B R @ERESIAE R
Takehiro Yamagata
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Michio Kunimura
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19097 £2 BIl. tERHEZRII ERVERRFIBORELICBISRRE] OLBERZRET
L. RFEDOBEZEAISERETROUMBERIBENDER., EREEONARUERRFFREOREZ
BEL, FOEO6BICEERBENMABEICERESNT—RICHE LI EDON. 2000 £F3RAHEH
hOEBICEBINGL, KBTIE. COEZKERDT« X0O0—-2v—HEORR%Z 1984 £3 5,
2000 £3BMZETH 17 EHENRIC. FIE 1 HMIBRELE 7,073 0H TV THILY %, EBH
AMBRIIZIDOTH D, £, 1984 EASHEEBEREEBRLVEBPALSH DI H2ICED
EEWT Y. Bl (2000) EEHY . LRERRERERO 1997 ELR. ERERN/EAERORBELZE
FEBEVWSRBHESHIZ. F2I10. BENROEREETHEIL /L3, EHEBRI/EFSLIIKRE
WVEEER T 1/3 5 7ILTE. AREREREO 1997 15 2000 £OHIE(LER X TEBER
FEEICEUKBERENEON, BEIC. Chow TA METDIET S 1997 EilEknEZ ofc &
WORRERLUI

Summary

On February 1897, the Business Accounting Deliberation Council presented the Draft on "Opinion
Concerning Revision of the Consolidated Financial Statement System," and the opinion officially published
at June 1997. it recommends a radical revision of the system of consolidated financial statements, including
a switch of focus to consolidated disclosures from single-entity disclosure, expansion of the scope of the
consolidation and changes in consolidation procedures. The new system rapidly enforced from the fiscal
year ending March 2000. This paper investigates changes in value-relevance of consolidated financial
statements on 7,073 firm-year sample on the 1 st Section of Tokyo Stock Exchange during seventeen years
from 1984 to 2000.

We report three primary findings. First, the difference in value-relevance between parent-alone financial
statements and consolidated financial statements is gradually decreasing since 1984, and contrary to
Ishikawa(2000), the value-relevance of consolidated financial statements become greater than those
of parent-alone after 1997 presented the Draft. Second, dividing sample by the ratio of consolidated to
parent-alone on income before income taxes, we find that the value-relevance of the upper one-third group
of consolidated financial statements is remarkably greater than those of parent-alone after the Draft and
continuing by 2000. Finally, the Chow test shows a structural breakpoint at 1997.
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A EARN1 1.000 0419 0.844 -0.005 -0.005 0.229
EARN2 1.000 0.556 0.189 0.138 0.137
A EARN2 1.000 -0.005 -0.015 0.156
BV 1.000 0.678 0.043
MV 1.000 0.279
R 1.000
HAR
Al A2 EARN1 A EARN1 EARN2 AEARNZ BV MV R
Al 1.000 0.942 0.552 0.117 0.405 0.088 0.696 0.756 0.125
A2 1.000 0.587 0.168 0.565 0.230 0.680 0.688 0.109
EARN1 1.000 0.458 0.856 0403 0.211 0.179 0.187
A EARN1 1.000 0454 0.842 0.000 -0.008 0.229
EARN2 1.000 0.621 0.163 0.102 0113
A EARN2 1.000 -0.003 -0.029 0.149
BV 1.000 0.669 0.038
MV 1.000 0.279
R 1.000
R3 EBENREFNVICEDHBATA
BEHCEARVTHRET N | MV;= dos+ 1BV, + 52AL+ &,
kS Hifk
Year N BV Al Adj.R? BV Al Adj.R? A AdjR?
1984 209 0.067 9.781** 0.559 -0.025 12.359** 0.588 -0.028
1985 223 0.185 7.825* 0474 0.074 10.658** 0.552 -0.078
1986 238 1.329** 5.325 0.566 1.112** 8.307%* 0.626 -0.060
1987 259 0.879** 5.331** 0434 1.028** 6.249** 0458 -0.024
1988 327 1.766** 4717 0.604 1.771** 8.131** 0.650 -0.046
1989 380 1115** 3.251** 0.489 1.158** 4583** 0513 0.024
1990 408 1.406** 7.097** 0.609 1.413**  10.039** 0.677 -0.068
1991 425 1.047** 6.659** 0.721 0844**  10.358** 0.780 -0.060
1992 441 0.725** 5.196** 0.779 0.685%* 7.303** 0.803 -0.024
1993 455 0.894** 4426** 0.750 0.896** 5.937** 0.770 -0.021
1994 459 1.263** 4543** 0.775 1.286** 5775** 0.788 -0.013
1995 521 0.862** 4580** 0.831 0.894** 5.671** 0.830 0.000
1996 525 0.837** 6.137** 0.773 0.825** 8.095** 0.782 -0.009
1997 538 0.708** 7.055** 0.808 0594** 9.464™* 0.787 0.021
1998 548 0.497** 7.691%* 0.802 0451** 9.708** 0.754 0.048
1999 542 0.802** 7.068** 0.680 0.856** 8.193** 0.643 0.037
2000 575 0.794** 8.108** 0.538 0.964** 8.488** 0488 0.050
Panel 7073 0.665** 7.580%* 0.600 0.653** 9.700** 0611 -0.011
N:H%rI$

* White DBIEtESHEKRES % THE
**White DBIE tEVSHEKE 1 % THE
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K4 HRERERAFIRICEDHBATR
BHEECEARUNEETN 2 1 MV;= dort 61 BV,+ 62,A2,+ &,

S HeE
Year N BV A2 AdjR® BV A2 Adj.R* A Adj R®
1984 209 0.246 18303** 0.550 0.563 20.259** 0.546 0.004
1985 223 0.793* 11.245* 0428 0.800* 15477* 0478 -0.050
1986 238 1623** 7.536 0.551 1.382** 13.727* 0.609 -0.058
1987 259 0.937** 9.773** 0.431 1116** 10.729** 0.448 -0.017
1988 327 2084** 4518 0.589 2083** 10.686** 0.628 -0.039
1989 380 1.330** 3.549 0474 1.344** 6.196* 0497 -0.023
1990 408 1.847** 8558 0.585 1.649** 16.305** 0.661 -0.076
1991 425 1.123** 12,064 ** 0.721 1.051** 16.330** 0.758 -0.037
1992 441 0.884** 7.329%* 0.757 0.815** 10515** 0.768 -0.010
1993 455 1.026** 5.666* * 0.726 1.009** 7.750** 0.736 -0.010
1994 459 1411%** 5453** 0.755 1403** 7.793** 0.769 -0.014
1995 521 1.037** 5.222** 0.800 1.031** 7500%* 0.798 0.002
1996 525 1.068** 7734%* 0.745 1.030** 11.433** 0.753 -0.008
1997 538 0.899** 10.001** 0.773 0.676** 15.310** 0.750 0.023
1998 548 0.773** 9.524** 0.745 0.722** 11.437** 0.686 0.059
1999 542 1.003** 9.757** 0.662 1.042** 10.898** 0.615 0.047
2000 575 1.121** 8.383** 0.502 1.264** 8.443** 0.456 0.046
Panel 7073 0925** 9.642** 0.548 0.885** 12.754** 0.549 -0.001
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CHF AR PRI RIS £ T N OB A% Lel » 7=
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FEIZOWT (FEHE)] BPARIh, EHEY
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ANDOHARD T, B3O -7 HTH D 1994
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PR U530 B B3 2 EEMEOFHI
DOFEHARLEE LOTIRWIPEREIN TV D,
FLC, FREETIV L TH 19974EIC A adj R* I3 8%
BEZRL TV,

FIREFN 2 OFRIZ, HETIIRL TRV

K5 HEOHSBHERORRIWES
SEHTEMAS EEARERE 0 A ADJ_Ri= 60+ 6,4+ &

MBETFIV1T (BERSZREREK DOERIIHES

PERFIREFL LIP@E-> TS, Ll &
MEHCEARCARETFTVTEE IR LI,
B RER R AT 2 2 fREE 7V 2 T,
i - B Eb oM THRET V]
EFTESHMAOERL7

F7z, LR ERRY ETHBIORT 20
PTForEA%x &R T 5,
A AD]_Ri= @+ 01+ &, (5)
A AD]_R} : #HTERD adj R? — BARTERD adjR’®
t:19844E% 1. 20008 % 17 . F5EHITHIO L
VAL ¢

CORRIZES TRL TV, Kb LHRARN
5L EDETFTNVTS 6,<0. 6,>0%RL,
LINIBARDOFI T A3 L] o T 72 REATR 4 I
EE L OEEMD. BFICAADJRI>02%Y

EFN N G 61

BEECEARTHEET V] 17 -0.083 0.007
(-7.358) (6.632)

BHECEAR BTN 2 17 0073 0.007
(-4.728) (4.628)

FZEEFN 1 16 -0.037 0.005
(-2.198) (3.175)

FIBEFN 2 16 0.039 0.005
(-2.119) (2.818)

A ADJ_R?: EEEHHRD adjR? ~ BAEERD adjR?
t:19844E% 1, 2000%% 17 &L 3B EHUTHIE L2ER
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EF) N 6o R g0 g

EHECEAB L UHEETV1 17 -0.005 -0.001 0.067 0.007
(-0.739) (-0.808) (-4.023) (4.492)

HBHECEARB L UFIRET N 2 17 -0.033 0.002 0052 0.007
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FREFN1 16 0.016 0.001 0,031 0.004
(-1.396) (0.692) (-1.288) (1457)

FIREFN 2 16 0.045 0.004 0013 0.003
(-2.069) (1616) (-0.784) (1727)
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(-3.344) (3.237)
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Change in the Effects of Japanese Stock Ratings

Al

Osamu Ogawa

EZ #

AI-EF (2001) W EEHTFFURMILBHAL —T 4 IICDNWT  BEIBBICBIT D9 EITI.
FDOEHMEEDBHTID, ZRIIERREMESHBLVSEHERBROAESY. 648 (120H) ##
BLEBRICBNTLERSNLLTEY ., TBOVERMEICT T ORSELEUIEIHRLLAE DTN
D, EIT, FMRICBNTL. THBETNEREL. IHRHEZTIBBREEOBICHKMEL —FT « > I8
BRELLEEZAONDEBBICEITHEALLESNZTAN. ERIBBEOEBERAC. InoLU. g
EFINERELLGS. BEEBICBNTENBREEVSREBEZZBLALKBRTIE. BSOLENRDHS
nahpof, 28N EnEBRICTHBONELERBTEDRBCEL O, T, TEMICHNTIIH
il —7 4 2 dDBWEH EORRICBNTHREREAEROHONBNENWSERESE, LAl BED
BEMRESHMULERTIE. BEBOAE5Y. EBBETHERAOERICHL T, fiBIFERICKRIEL
TWDEENPESMCE O/

Summary

Ogawa and Kunimura (2001) presented that stock ratings by security analysts were effective in the
beginning period of Japanese stock ratings, not only at the 5th day but also at the 6th month (the 120th
day) after announcement. But their finding raised a question on the market efficiency. In this paper | assume
a market model and analyze effects of stock ratings expanding in the well-established period when stock
ratings had been well utilized by investors. | make a comparison between both results on two periods.
If | assumed market model, the effectiveness of stock rating can not be seen at the 6th month after
announcement in the beginning period. This fact implies the market efficiency. In addition | have found that
the effectiveness of stock rating is not seen at any time in the well-established period. However Japanese
market positively responds to the change of rating in both periods.
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Kobe Quake and Contagion Effects in Bank Stock Returns

H H
Yasushi Yoshida
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Summary

This study examines the contagion effects of Kobe Quake losses in the banking industry. The Earthquake
attacked Kobe area in the early morning of January 17, 1995, and brought huge losses. Despite of the
stock market's concerning over the negative effects of the increasing bad loan caused by the losses,
there were only 3 disclosures for the losses by banks. Using daily stock returns of listed 104 banks, we
find that the bank's office ratio in distressed area significantly affects abnormal returns negatively. The
observed contagion effects appear consistent with the information effect rather than the pure contagion
effect. The prompt corrective action was introduced in April 1998; the shareholders of banks faced a strong
environment of asymmetric information at that time. There is some quake-prone area in Japan, so managers
in banks and regulatory agency should establish disclosure system in case of a catastrophic disaster.
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