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Analysis of the Relation Between Earnings Management and Cost of Capital
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The purpose of this research is to comprehensively analyze earnings
management with the cost of capital as a benchmark. In general, companies that earn returns that
exceed the cost of capital are expected to improve corporate value. Therefore, in this research, we

predict that management would plus the spread which subtracted capital cost from return by earnings
management.
As a ?esult of the analysis, we confirmed irregular distortion shape near the zero of the histogram.
That is, the frequency of the section exceeding zero is much larger than the frequency of the
section below zero. This research provides evidence suggesting that management have achieved
benchmark of cost of capital by earnings management.



Watts and
Zimmerman(1978)

Graham, et al. (2005)

(2008)
2014 8
ROE

8%

CFO
232 5
ROE

7

ROE
ROE

»

2

€)

eY)

28

(1989)

28

29



0
OSIRIS
()
0
4

®3)

28

2016
()
)
OSIRIS

®3)
29
2017

Residual Income
Model
PBR

PBR 1
PBR 1

Enterprise Value Model

Q Tobin’s q

Tobin’s q

Tobin’s q

Burgstahler and Dichev
1997 Earnings
Distribution Approach

Burgstahler and Dichev 1997



Standardized
Difference

Burgstahler and Dichev 1997

QUICK Astra
Manager ver. 2017.0

2009 3 2017
3 9
12
3
12
IFRS US-GAAP
14,054 firm-year
0
2008

1992 3

2016 3 24
bin
width 0.0025
OSIRIS
2
Fama and French 1993
3
Fama and
French 1993 CAPM
3
Lyle and
Wang 2014 2014 2017



33
2017 12 3

»
HIRAYA NOBUHIRO

50715224




