)

)
q

Check for

updates
JFMSE 30(5), pp. 1642~1651, 2018. www.ksfme.or.kr
At AT, M30H M5z, 5953, 2018. https://doi.org/10.13000/JFMSE.2018.10.30.5.1642

|

4% 4o 7Ide TteRdAEn S 48 a7

BN E - HE| St
AOHsrm () - TR P m (D)

Estimating the Weighted Average Cost of Capital for Unlisted Pelagic Fishery

Companies

Seojun BAK -+ Heedong PYOY
Pukyong National University(student) + ¥Pukyong National University(professor)

Abstract

This paper is to estimate WACC(Weighted Average Cost of Capital) of unlisted pelagic fishery
companies, using Hamada(1996) model. According to the criteria with major revenue share of fisheries for
more than 10 consecutive years of business activities, an empirical analysis shows that WACCs of unlisted
pelagic fishery companies, in which costs of equity are based on market value, are to be estimated as
4.22% of average for 10 years through 2006 to 2015. This paper indicates that costs of equity based on
book value are overestimated, compared with those based on market value which criteria should be more
realistically valid due to the consideration of true value.

Key words : WACC, Unlisted pelagic fishery companies, Hamada model
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<Table 1> Estimating Debt Cost for Proxy and

Non-listed Firms

proxy firms non-listed firms

A B C D E F G

2015 | 3.09 | 3.58 | 3.86 | 2.86 | 3.20 | 5.18 | 4.18
2014 | 4.31 | 3.51 | 3.93 | 291 | 3.29 | 2.24 | 3.79
2013 | 420 | 3.52 | 2.57 | 3.42 | 440 | 2.38 | 3.49
2012 | 5.20 | 3.12 | 5.05 | 3.69 | 3.95 | 0.93 | 2.85
2011 | 479 | 1.60 | 3.55 | 3.06 | 3.24 | 5.11 | 3.28
2010 | 443 | 3.04 | 410 | 447 | 2.36 | 1.49 | 3.06
2009 | 4.63 | 3.07 | 3.71 | 3.79 | 4.60 | 1.55 | 2.66
2008 | 5.23 | 3.02 | 497 | 1.34 | 6.30 | 2.21 | 3.19
2007 | 4.38 | 3.00 | 420 | 0.26 | 5.01 | 1.69 | 4.44
2006 | 3.76 | 445 | 497 | 0.24 | 6.01 | 2.02 | 3.87

year
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<Table 2> Estimating (%, for Proxy Firms

A B C
year 5}[)}‘1 5?2 B[l)]rl B;[:/r? ﬁ[;’l Bpr?
2015 | 0.419 | 0.446 | 0.577 | 0.537 | 0.347 | 0.356
2014 | 0.059 | 0.035 | 0.219 | 0.213 | 0.171 | 0.161
2013 | 0.177 | 0.111 | 0.138 | 0.137 | 0.110 | 0.111
2012 | 0.194 | 0.179 | 0.196 | 0.195 | 0.363 | 0.368
2011 | 0.247 | 0.242 | 0.343 | 0.308 | 0.279 | 0.360
2010 | 0.244 | 0.257 | 0.150 | 0.138 | 0.187 | 0.129
2009 | 0.217 | 0.240 | 0.683 | 0.655 | 0.142 | 0.109
2008 | 0.649 | 0.657 | 0.722 | 0.701 | 0.494 | 0.268
2007 | 0.124 | 0.499 | 0.878 | 0.849 | 0.365 | 0.340
2006 | 0.127 | 0.180 | 0.408 | 0.325 | 0.214 | 0.172

Note: ﬂ‘,’,"l represents book value, and [3’Zf'2 market value.
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<Table 3> Estimating 3, for Non-listed Firms

D E F G

year 6p7'1 nl2 Bprl ni2 prl ni2 ﬂprl ni2
L L L L L L L L

2015 1.04 | 1.094 | 0.96 | 1.00 | 0.75 | 0.77 | 1.33 | 1.40
20141 0.36 | 0.40 | 0.27 | 0.29 | 0.20 | 0.20 | 0.60 | 0.70
20131 0.38 | 0.37 | 0.18 | 0.16 | 0.38 | 0.37 | 0.81 | 0.83
2012 | 0.64 | 0.67 | 049 | 0.51 | 0.94 | 1.00 | 0.50 | 0.52
2011 0.66 | 0.67 | 0.60 | 0.61 | 1.08 | 1.09 | 0.31 | 0.32
2010 0.53 | 0.58 | 0.53 | 0.58 | 1.08 | 1.22 | 0.30 | 0.30
20091092 | 0.96 | 1.62 | 1.73 | 2.02 | 2.16 | 0.56 | 0.56
2008 | -62 | -724 | 3.83 | 423 |3.85 426 |1.14| 1.14
2007 | -13 | -4.65 | 343 | 1.69 | 2.71 | 1.41 | 0.57 | 0.60
2006 | -2.5 | -2.51 | 1.22 | 1.19 | 1.47 | 1.44 | 0.37 | 0.35
Note. 3" ni2

value.

represents book value, and 3} market

2} F3o|x& Al el es

AAFANE FAM 7P g Tl
FAfolBE ARtFo® olF FHFACE A}
£3tHKim and Kim, 2001). $-2luv2te) 44 H
WA w77E Arlep & ¢ Qe sd S 10dQ]
F1AES FAFANOE ARRSk= Zlo] wbg
2 st

A~ A s ﬂi CRERL 4]
FRFIAAGE 7)) A FeEelA 99
o3

AR 247V A A A B (CAPM) S 53+ #171217]
B8k e F4% A3 [Fig 219 [Fig. 319
2ot Fgakd el 2006015l 20081 E7HA] AL
AR 8k O] 0144 (outlier) 7 A o]fri=

()8 grow FAE AFAE e AVAEE

2AZ FAE el pHkel F)oE UERT
o]tk 201058 BT F-A W e
By 49 2 ARwekgy) FEwkel 20109

=8 g BT AR Aake] 9)
of ARt 71EH AL 7IEHe] Aol 1E
El oz Rtk JIEEI] A5
FAE Ho|Auk 2013%31'?431h s
]g} q]zx% o= o]}aﬂo‘j

g [} s |
35 7
= 3 ."; L
o f \
[ 15 / \
E ™ /4 1)
= A I’ \
a8 1 J \
B 1 B
@ 15 f A
1 \ a
LT =
et r-""‘ﬁ-

[Fig. 2] Estimating kg ! for Non-listed Firms Based

on Book Value

[Fig. 3] Estimating kg ! for Non-listed Based on
Market Value



iz
x
I'-|>|

3. 7tSEoAEEI8FE

Ve AN &2 7]do] 71EL] APkl o
g WHojFolel dh= T4 % A A7) AR S
I ERIAREH] GOl AR R TFSAE e sk

w3} o] AkEgith

E D
= — — >< —
WACC=k, <+ k< = (1—1¢)

ANk, : A7V G, k= A &
E:AZAE, DERIAE AR ¢ tﬂo S

Té#

k! estimated

[Fig. 4] Estimating WACC™ for Non-listed Firms
Based on Book Value

20.00%

i estimated
v

k.

[Fig. 5] Estimating WACC™ for Non-listed Firms
Based on Market Value

8|S

I:t:l

[Fig. 419} [Fig. 5= HIAE7149 dAxd 715
BAAEHG(WACC™)e] AdE HolFEth T
A A 59 #HoeR FAE AFAE
el A7|IAHES SAR FH R ARwERre] &
(o2 YePdoZ 2006 dHE 2008 LA =}
1720 (k)] o] A (outlier) AR O, F
dE WACCHHE Y9 #oz yehwth= A
o] Eolatry. HAAHOE Afto] BEFH &F
w= ﬁml Holn Qe E1e] A4 FHAHE
B T8 ARwEkgHAM el Beek 2ol
AAp oAl A Holn 20159 V|FL
WACCFE A7} 3.05%-3.10%% 73 sit) o]

71978l glol felsh ojfow 483 5
AWk, e Qlo] O (bias) LEOE L3
gol obd 4= gl Aol EAIS QIEHE
o A% 201599 20143 % FERHPAAES 7+
69.6%, 82.9%= wj-%- A YEFZ] witel Al
el A He7b A ThsAdol ik ARk
O ® WACCHFAE I8t A7) A2 A4k 9l
F7F 710l A7E VlERn duFYES
T AT WACCHFZ ol ‘”01 A7V ARE
O]E;G o7 61-3]7(40]13% %@_\,}7]- 1:1 z:.‘oj 7;\13
% HITtK([Fig. 6)).

3 Mmoo _13i o NORE e 32 r1r tl

=4[ —~E
n
...... .‘\,_
e y 5\
0% V.
g o bn|
[RL AR
E /X
T 500% / O
§ % -
4.00% .1 4
3 i 2 ‘
300% e
/
/
2005
A
1.00% -

[Fig. 6] Difference between WACC™ Based on
Book Value and Market Value

- 1648 -



z
=
bl

rio

2 FRgozHn 7| A=y A
Q% A5E xﬂ%é}&— dle] gltt o]
ol &R 7FxH 7}
g, UFrelE
Pﬁ(NPV) %—% 5 FAAA
d e M Aad, gAasl oo, AMW
44 5 l‘?jA AHE A oA Aol 4
oﬂfs]—_O_ fﬂ- _/,: 2}% 7}10]1;]_ % oq:rLoﬂ}qL 7]
‘4 u]}\]—xl—ﬂﬁ‘q ].E_H] oﬂ J,l-s} /Hsﬂoi—‘ll
E3to] o]F nldA Fabriel HEate] A
£ FAsAE vETIge] AN g F4
Hell  9le]  ARAHo=z  Agsly] golst
Hamada(1969) 5.8 ©]43t9 =, ol A3
s vad7Igo R Aol vPdgTIe] Akt
} . o] R3S o]ga|
AeiAE FFHdEF @“&71?301 EAH ok ffH:}

Jéi
=3 u\l FPN rE

o

ol A5

It A%He BIBES Gl

e
9 WACC(%)E 2006914 20156744 34t
422%%  FAHALt.  mE 671
WACCEA S 918 A7|ARAL Qo] 4357}
7130] AAT} 7)Fel| o3 AxTh ) =3

ool Jleiel JISHRAELS 2 AT

e
N
50
%
o
=
>
(@)
(@)
4
o
2
% s
.
o
T
3
N

o,

N

N

ifot

=

of
oo N

Mo
=

[181!‘

(7

)

o

i
Anie
R
oft

!

1o

=)

i

N

N
)
=
o
o

m
o _1>
2
N
e
1o

o 2
I

0,
o2 &ofu ”
2

MN e

o ot
Y

£

I g

"
o,
ol
o,
rlr
D)
e
o,
N

jus

le
O"L/ —
e

o
M ood
4
2
o N
e
1o
N
o oo rlo
>*

32

olF 7199 7HE

£ A7 dAde o
T+(Oh, 2005)°IA4] BF3 %] 2k
HAA7I9S S AT e Ago] =
AL Ao dHor T 7

o

[o
X
gr\r
1o
PRS-
=2
A2

I

A

kil
o
r lo
i!?. 2
—_ _{3
ml
o
o 2

_

o]
o] 7ko)

_—

r&

N
of QT
o ™

>
ol SOT
e
o
e o
o> G
O_%i HE
=~
o 2.4:
£ [
o T
Z 2,
o O
L e
o2 oX

A oA F ApolE HAY EA, AF

24 =49 2011d5H

AL F53AF E3hHe S A 5] A 7
el

FRAFRS) S 2FHoz Agsbl Sk A%
AL AY7NFS) WES ARG A o]
o A% GFL FA B Zolth A AT
AR AYIEN BE ol AbgRA EHNE
o BRARE 2l 9B F 5 Yok
A, ARG AEAAGE) 270 2}

& HT7HS(KOSP)E A

A (proxy) & ©]g3t= Zlojtt 17
w2 KOSPI #01 %

o] ¥7] ofe]gm, &

ol&olg} B7|% o]t} KOSPI ¢
oWkAl 0 7 AE] Q7] Wfﬂn}% KOSPI7}
A XEE 07 ofHolA 2EE
o] tHKim & Kim, 2006). <, KOSPI =] & Xt}
© TYEAETIEEWDE ARESHo] HIEHE
FAste Zo] By Age Wolgta & 4 Sl
o} 2 ?ﬂ Wh EWI A55 8 71 glof

2

—

5 drME 2 04? s vmke s o
¢hskal 7hg w AR SH(WACCO) = &

ARE
AAbEol ol ZROA) T Blwdo A 7|99 e

- 1649 -



kA

References

Beaver W, Kettler P and Scholes M(1970). The
Association between Market determined and
Accounting Determined Risk Measures, Accounting
Review 45, 654~682.
https://DOL: 10.2307/2490419.

Chong YK, Ahn YY and Koo WI(2010). Estimating
the Weighted Average Cost of Capital in Two
Non-Listed Food Service Companies: Sunat Food
& Amoje, Journal of Tourism Sciences, Vol.34
No.2, 411~432.
http://210.101.116.16/kiss61/viewer.asp.

DokKo Y, Suh YS and Han BH(1996). Determining
the Cost of Capital for Korea Telecom Using
Financial Data, Korean Telecommunications Policy
Review, Vol.3 No.1, 31~45.
http://www.itpr.or.kr/home/kor/journal/journal.asp?glo
balmenu=6.

Hamada  R(1969). Portfolio  Analysis, Market
Equilibrium and Corporation Finance, Journal of
Finance, 13~31.
https://doi.org/10.1111/j.1540-6261.1969.tb00339.x.

t3#o] A <Appendix 1>

A
kHl

Sl=
=S

Hwang SW(2014). Financial Management, Chungram
Press.

Jang JI and Lee KJ(1999). Estimating the Cost of
Capital for A Non-traded Telecommunications
Company, International Telecommunications Policy
Review 6(1), 35~58.
http://www.itpr.or.kr/home/kor/journal/journal.asp?glo
balmenu=6.

Kim KJ and Kim JS(2001). Development of
Estimation Methods for the Cost of Capital and
Effective Interest Rates, Korea Accounting Institute
Research Report(12).

Lee JW(2007). Business Valuation, Jean Press.

Oh SK(2005). An Empirical Study of Cost of Equity
of Private Firms in Korea, Dept. of Finance The
Graduate School, Hanyang University.

Rosenberg B and Guy J(1976). Prediction of Beta
from Investment Fundamentals, Financial Analysts
Journal, 32(3), 60~72.
https://doi.org/10.2469/faj.v32.n3.60.

® Received : 30 July, 2018
e Revised : 10 August, 2018
® Accepted : 13 September, 2018

- 1650 -



<Appendix 1> Estimating 37" for Proxy Firms
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Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 247 0.01 0.223 0.9028 0.010%** 1.543
2015 B 247 0 0.259 0.6463 0.000%** 1.983
C 247 0.06 0.214 0.6471 0.060* 1.67
Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 244 0.488 -0.202 0.1597 0.488 2.188
2014 B 244 0.204 0.203 0.2483 0.204 1.989
C 244 0.046 0.212 0.5077 0.046** 1.891
Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 246 0.049 0.212 0.3453 0.049** 2.343
2013 B 246 0.323 0.210 0.1604 0.323 1.878
C 246 0.213 0.202 0.3416 0.213 2.06
Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 247 0.026 020161 0.2388 0.026%* 1.977
2012 B 247 0.106 0.266 0.2371 0.106 2.017
C 247 0 0.265 0.7913 0.000%** 2.212
Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 247 0 0.277 0.4964 0.000%*** 2.44
2011 B 247 0 0.287 0.4076 0.000%*** 2.476
C 247 0.008 0.224 0.6813 0.008*** 1.65
Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 250 0 0.255 0.4753 0.000%*** 1.951
2010 B 250 0.062 0.210 0.1725 0.062* 2.243
C 250 0.013 0.221 0.4276 0.013** 2.378
Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 252 0.007 0.225 0.4773 0.007*** 2.034
2009 B 252 0 0.349 0.793 0.000%** 2316
C 252 0.021 0.221 0.3335 0.021%** 2215
Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 247 0 0.370 1.3602 0.000%** 1.883
2008 B 247 0 0.274 0.8718 0.000%*** 1.596
C 247 0 0.351 1.0913 0.000%*** 1.805
Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 245 0.002 0.235 0.8737 0.002%** 1.617
2007 B 245 0 0.393 1.051 0.000%** 2.057
C 245 0 0.31 0.9645 0.000%*** 2.335
Year Firm obs Prob>F AdjR"2 Beta p-value DW
A 246 0.001 0.237 0.5965 0.001*** 2.073
2006 B 246 0.005 0.227 0.4996 0.005%** 2.196
C 246 0.005 0.227 0.5114 0.005%** 2.076

Note: 1. obs: no. of observations

2. AdjR™2: Adjusted R squares
3. DW: Durbin-Watson statistic

4. ***** and * represent statistically significant at 1%, 5% and 10% level, respectively.
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