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Immducfim’l

Value Stocks: Stocks are belongs to high BM firms.
Glamour Stocks : Stocks are belongs to low BM firms.

| EM=book value of equity/ market value of equity |
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But all firms are not bad and zood for all value and glamour stocks respectively,
the value and growth styles both zo through zood and bad time, there is no clear
answer which 1s better. That's why this study mvestigated whether and how zood
{(winners) and bad {losets) can be separated using contextual fundamental analysis.

Contextual Analysis: context sxhibiting strons and vnigue empirical characteristios me= 200
-——-more reliable, realistic selective and effective context  °

Motivations
Levy and Thiszarajan {]593} Abarbanell and Boshes (1998) I Piotrosla (2000 & Mobamram
(2005)
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predictive powsarin ‘ longing high-score stocdkcs and * composite soores sarn higher
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stocl returns. on fundameantal sienals sislds to-marl=t{(Bhfirms.
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Research Model and Methodology

»The reszarchmaodel iz made consistent with Piotroslo (2000) and Mohanmm (2003).
»Toimplement themodal this stedy wsed TWO composite scorss bazed on financial sipnals
# F-SCOBRE— ValueStwcks
#G-5CORE= Glamour Stocls
# Both scorss are made by 9 fundamental finanaal sismals, A raalization of zach fmancial simal &
clazzified as etther pood or bad depending on its implication to sodc fubvre retems, with 0 and 1 sco=
reprasenting bad and good implication, respactively.
RFSCORE =ROA + CFO +AROA + AC + ALEV + ALIO + EQOFF + AMARG + ATURNG (1)

PO-SCORE=R0OA +CFO +tAROA +AC + FARROA + I4RSGR + RO + CAPEX + 4DV (2]
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Stock Returns Calculation and Empirical Fesults
1 Buv-and-Hold Returns
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Descriptive Statistics

(3)

Florman s Ferrmm - 2008 - 1010

£ * Oeese=
1) E Twsa==
Srmpls Salacton & Dizte Collachion

-~ —

Irl-d.:l-

T

Sl mraesmy s we T mam e e

Pyl A T ass wl Ol e sy | Valns ad Ciames P

o gl oo [ [IEE Fomms £ 559 Samasi e g | o OF fema 1S Gims AN Bewma (AIT] P
L Fik -T
L
| biew | Sieben |Ehryaien|dSuse | basimem | biews | b0t | lenetion gl b e | Shuie | Sobeduam | o iocon {3 Iesemesn | poie
Rimban 1 o A J 3 . " EITE TN & SEFI
Wt o T b B WO | el @D | TR D 547 | EFNTAETY | 10T e WAT 2 I A 2 r Lk B
Bk ¥ ihm nil
._n_l::‘n'ﬂl 2 &i4 | EEIE | THN DI TATE | NEATHOUEE | s | RO ) TRTH @ad L BITE 1§ | P70 T3 | @™ | BEhE 0 1500 | DETLANE
B0 1w Iim ol L3 LRt 0.xE= (iR ko) nas i L2 i 2 LMW 11 T m (R b Erdd
,J-:Iul.::_ A3 LED | L& ] | IT-ER A0 JE SRS | QTN TON | IDSE NAE | 11 4A8 [N [ BEE | TR THE | TTROTH (LD | IR L6 384 | FTEE0 TIR
3
II':',I_:E_ dii o | | Sk | aade | BT A58 | Loih mid| eeagd )i a e | LS dm | eREUTG [ bd ik | SRt i i | 51K
:‘::‘;':"_" woar| prew| wrome| owopee| pszwny| sposg | asze| gmiper| ompm| oepees| samn| agx vrapd | gk s n
Parsel B lams - Sdiwiied fer aed Pold Bimm o Valor sl Gl méen ot mrtomisd hmapy
Wl e Ml P B | ] 5B i ) Dol o o L B0 B i D0 M | k&l fwma (LT
Vanabbis ik Eid [T
L B T 1= I T I e I B o T L R e I T B T L e
LK | Tam 0 zan azts | gt | cLawl z e ocas | oEid | sty | adsap | gy | gooo | i | ooiw i3 | Wy
BAKS | am o Gae a3l | aiee ik u bai ok | &3f | i 3 i w5 5 15 FIEE o e

379




Correlation
Pamed - Spearmom Carrch & ez b
Campasits Sipmal (F-30O0RE ) far Valwe ar Hrgh BA fres
- T - e M P T L - T o
(T T | o= | == | === |
S QAR
T, i e e
o e
Tlr e [
v
& Marus,
i R TRE TR
Fo o
s TICPLITT
A TTVTML AT
& TLO ST
Asemrrer
DT
Pamcl E: Spoaremay Carnck Azghank

S.Kundu-C.K.Na

Campeaiie Sipl (G-3O0AT ) fax S mowr o Law EM Erea

Omc-amdl Tore-Yewr Sare-Adfanicd Beyeamd-Hall Roterm, e N Fosdweresty ] Sapmaly 2 g

e =
[ === |
¥ E T e
Sl i
] A
S P
Eaba oy
—=&na S
B £--2
—SuSidal S
ST
Sl
e ]
1
Eaeial
=ama
Lula1a
Sl B

L1
ey
Sl
Ty

ezl Tore- Yz Sane-Adiuaicd Beyeasd-Hall Roterm, e N Fosdamesty ] Sapmal ad e

=ry Ty =3 AT Bk L [ ] b T EATITAL Dotk | ADr DT IETes
EET aLAa FETTH aLda T BT ~a-Lad -2.aL3 S
&a23G a3 2333 Ald ¥ aaa B il
e JEY 4 LT = SekALT R = Llad —Zoial Samd -2k il
a3 &Tad aada a7 e aaaa [HEY] WY |
Y- a. cdze™ T -aase -a.as3 ccan” -S.aET
Lo 2303 &a233 [L¥2 ¥ a3l ¥
e B ad3AT FEE b LR o =l CEIY ] 333
a.aaa 433 L s a.mas AT
bl —3.EES -2.384 -=.az3 o 2.3
333 LW aada L L sl
FN_— TERN S -anaa oA - -aaiL
LT L T -1
e T LT ] L-F-U
00 3.4 el
ranes ~aLd casa™
&-4aa A
= aam@—
LT

*, Corsalation & sneficent 2t e 001 Jove] (I-tailad) * Corneletion & Menificent 2t the 0,05 Jove] {2-talsd

Hedze Ferrfolic Remame:

= Zircddjers=d Ezpand

Haii B

Siraicpy Baacd e Fizamcal gk

T TR

i Vakes Brctment

-

=

= Sirc-Adjuicd Bey-and-Hald Roterea i Ghimasr Isvctmcat
Siraiepy Baacd am Fosmeml Spash

Taesii O LS u

AREA - A VAT, AT — SR IS A b k. v e el v el e Lo e
- -

Ta La TS

e B [ e

ez
i

e e 12T O i e s 0 s i o T e

Tim S s o e ik

Famadl A= Jm-Year Sas-ddjarsd Eory-amd-Hold Facom do m Sarermsan
T ad om F-S00FRE dor valas Sy

Famd A Jws-Viar Dirs-Adjarisd Bury-and-Held Fadorm s o brnsrsrao mrasgy
Ewed ca G-S00FE o chonour Soom

[T

T [T ES

P
&

&

=

faindm =d
7D

AR ]

Srma

Fazcl E: Twa-¥ewr Sre-ddjpswed Bey-amd Hald Retarayita =
ot vy y lacd aa F-S00RE farvales

= s
e 1
h T
s - =Ciistal
=T
| Eammiarir
b aaiarar (=7
Eriman [PEE] [RET]

o [- ¥~

|Iu&::mu:—a‘mmmdn:u.un:mmm:nmMu:m:nmc-m:n |

Sz o F Srma v alua Frima

Sena maar T

e I T P

ar

Low F-300FE a

ioa F-ICORE EELC |

Law S-ECORE =105

High F-ECJER R |

High S-IC0 &5 .08

J 1= T-300RE - Hgh G-300RE) - Low F- 200RE - Lo &-3000E) 1z

o
il
[Heas 5-20TRE - Lo G-300RE B |

380



Contextual Fundamental Analysis

Femrss ro as Isvesmeent Stravegy Based ca F-300RE and G-3C0RE m Valee and Glamscar Firms Respecovely by Paronoes

Fari AZ O
on FROOES fr plamos Sors by

ETEES I FVCETRO e gy and

-
Bl ECETI S =
=3 | uom | Aom | 0F =0
I | -0 | aem | & =
m | oz | aem | =
@ | aoer | ooos | me =
o | oo
27 00 B0F)

A - mu el Hem
e by ey ol st o

Viplrs Sl Vil
[ Moo | M Akcam : Ea : B
|ALFrma ngE | AT I1F QLS 1k 2o P2 e | 0ZIE | s
i 02 O 0L &8 LRt py £ 1 [Lova -2 LR ey By 126
PalidEic 3-8 | A0FD =1L0TE Erl AT S Pl i-5 =L1W | -2I1E |
o Ta anmm | L = Qs & s | st =
- Loew | DzE | amm nize - Lerw o | aes

TEEE

bt -zoe | wms | noz sy | -oums wm | oS ~Lo L
= = .
I::zﬂ LR 0T LR LT 1354 (2L 07E) t':‘-“’-"-"i' o oy
AT HI)
Regrezases for Oue-Year Buyv-asd-Held FEersrn for Valee sad Glameur Firms
Panal & l.'.‘mFE:-&u.—_'. From Piooled Reagresaions for Vates ferms Proel B \'.‘m'ﬁ:iaﬂ:'. From Poodsd Regressions for GFlamons fians
BHR, = #,= BSIZE + F:BM, = BMOM, = 8, ACCRUAL, BHR, = §,= B.5IZE + f:BM, + B MOM, = §, ACCRUAL
¢ B, EOFF, 4 [§.F=3500RE, + & {5 + B EQFF, + B,6 ~5C0RE, + ¢ {6
Bmcncers | SO sited | AccEiar | SO0EE | FSCOES iR el - =il T | ammras i t"
e - L - e iG] SArEm | oams ann | oaem [ oz | -G (=]

P (LA | SRR L EES)

=0 S1EEE LX) T RLieRr -1L1E [ [ LGy A5 ~ee SLGE [
(L) =L RES) WLSE) | GG =55 e JIETIT) =5 128 | <0LRS | (LS
Al =- i R - -
B T = e et b e S e e e T AT

e v e Lot el

Eelationship betwem Fundamental Sismals and Effectiveness of Fundamental Anabyis

iyl S Pazel A and B: Dinrribucos of sme-vear mre-adjmsred

FOA of valee 2nd slamonr frmes bazed ow F-ECORE bey-and-bold remre: for G-SC0RE parciobios i valee
apd GECORE respeoovely frmes axd F-SC0RE pordfelics in slamonr frme rexpecdvely
- [Fures 2 o Ziema TaraiZ  [QisraarTmes
SR Ham | wmne | @ mar | smamn | ®
Liwan ZOL e — —
— — — — - Afwms | powm | mora | owme Aifes [ ppms | wim | oazm
ol T urena onal 1322 ol T mma IITT TISEEC TR =
fr-azzzx la-azzzx
[: au= | | ] T T uw
L oz L 13 ;
S 3 1 8T -aom: 2 azm a
5 R 5 ; aom | -oom
a ama a : boend e
o i o ooz -anTz e aniz
5 o + a o -aner = ~amar
= 2 & R ama ] s
= 2 T o= otz = oo
M 2 aorl -=mas =a -8 =]
» 1 e it -5y & o
—— Em -2 R _aE = - s
iz - ooz Muddie 13| moos anT
I ot iz T | moma -anTz
i = L22 ooxa | e BETTE
Pich - Lam LT Highe ~41 | mema
-3 mmms o Ep——
- Wl TR Lo LR UL BB — 4] =

381



S.Kundu-C.K.Na

Summary
#* Value firm outperform glamour firm -= BM effect exist in Korean Stock
Market

# Firms with higher composite score eam higher one-year and two-vear size-
adjusted retums than do firms with lower composite score without
additional risk.

-= Fundamental variables do separate winners from losers

* A portfolio of longing high score stocks (winners) and shorting low score
stocks (losers) earn positive size-adjusted returns (12 4%).

¥» Historical accounting information can be used to predict future stock retums
after separating winnets from losers in Korean value & glamour stock.
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