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PRI H PR AR A CRED 4-0.62(-2.8); DL IR FME CH{ED 24 15.72(15.09);
XU EAE ERE, At ff ke, Blad BRI, HA R & A R

Toh, BATRE R BRI B SREIE, HURRRBC LR AT W 225, AR 0
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ROE 169 1510  13.32 11.25 -39.4 8.58 19.75 72.62
CF 169 15.72  15.09 30.5 -91.67 1.72 28.44 99.33
ACCR 169 -0.62 -2.8 29.36 -88.42 -12.12 8.89 127.98
VOLA 169 2.25 2.25 0.37 1.1 2 2.47 3.32
BETA 169 1.14 1.09 0.38 0.18 0.91 1.35 2.62
SIZE 169 12.07 11.96 1.1 9.16 11.24 12.73 15.74
IS 169 13.01 6.96 13.91 0 1.22 22.34 63.54
NPROP 169 65.89 67.92 10.36 38.61 60 73.33 94.67
TIME 169 23 2 1.16 1 1 3 6
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WA B A ) B2 /KRR OC R E, FRAT TR I S 55 3 B 7 WS i 4 FH I B 4 %
FE DB BRI, 1358 [IIRR S AU RE B L] 25 IEAHOG . NTh I H [l
DA R PR R R UG, MICRECN-0.93, Uk, A T#kHaE EILekk, RAEZD
IR B e s 9 e m S N R EFE B0k A I & < ae p Nl 1D Eie il S 7l I D 2
PR R AR B A B B et BEh 5 A w IR, R 3R
WA RFEARIE R B S AR w) S IEARSG, ARUE B Ee ] B 2 2
Ui PRNESE €/ RS S /NI RTE 150 FPA
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ROE  ACCR CF VOLA BETA SIZE IS NPROP TIME MEAN OWN  MARKET
DJ -0.21** 0.30** -0.36** 0.15** 0.23** -0.20™* -0.21** 0.39** -0.20*** -0.18**  -0.10 -0.13*
ROE 0.09 0.28**  -0.07 -0.24*** 0.05 0.34*** 0.08 0.16** -0.01 -0.02 -0.04
ACCR -0.93**  0.12  0.29"* -0.22* 0 0.16** -0.002 -0.01 -0.20**  -0.29***
CF -0.15* -0.36™* 0.24*** 0.13* -0.13* 0.06 0.006  0.18** 0.26***
VOLA 0.56*** -0.33***  -0.13* 0.02 0.04 -0.10  -0.22***  -0.33***




BETA -0.46*** -0.33*** 0.07 0.02 -0.10  -0.29***

SIZE 0.12 -0.02 -0.01 0.11 0.41***
IS -0.01 0.12 0.08 0.03
NPROP -0.25***  -0.08 -0.04
TIME 0.01 -0.12
MEAN -0.07
MARKET

-0.58***

0.54***

-0.001

-0.19**

-0.03

0.05

0.30***

T RN 10% BEEACPRE RS, T FORIEIE 5% BEMACHRE (URRR), T Rl 1% 8 E KT
K CRURRIR .

K4 AR BOR AR R I M
5 REEMEZESR
51 WMEBEF. RERRHHT
N T KSR Y 1ay 1b ARG 2, FATEE T T [ AR

DJ.=a0+a1*ROE+0{2*VOLA+Zn:0{ *control; + ¢, (D
DJ, =, + B * ACCR, +,6’2*VOLA+_3Zn:,B *control +, (2)
DJ =y, +y,*CF, +y, *VOLA+Z)/ *3control +é& (3
DJi=/10+/111*ACCR,.+ﬂ12*CE+/12*VOLA+Z/1j*controlj+g[ (4)

Jj=3
MRV 1ay 1b FERBE 2, BATNE o, (1,+ 4,0, @, (By ¥,s A 0.

F 5 PR T MR 2 R R85 R . WBABE R, % IR (ROE) R
H-0.01, TAHHN-2.47, {F 1%KFFBE A . BHHERGElkm, XSG, 2 &R
e 7 BT S e BN A e 2 T o IXFNERATTABCUE 1a AHAF . MG R FORE, L&V
Ml (P MRECH-0.01, TN THEH FHRZE (ACCR) [NRFNN 0.01, —FIHLE 1%
KV TF R, RPN, ISR, XA AT H B85,
XA . ARHE Sloan (1996) MIRFFTLESH: Wi h &SN ek e, MBI, W
SEPERROR . TR R AR OR,  EA R B AR ) A W AR B R R Ry, DA I AR A
TR A A AR B R FEA AW, STE— e LR LR I 2K, R IR 2R S A IR A
L DRI AT DAAH RS 225, I FIFRATTIR B 1b AHAT

FEAY ] L 2 FEAY 3 FEA 4

EN T { A T fi K T {8 B4 T A

INTERCEPT 2.88*** 4.01 2.83*** 3.99 2.82** 405 2.83*** 4.07

ROE -0.01*** -2.47
ACCR 0.01*** 3.25 -0.01 -1.45
CF -0.01**  -410 -0.01*** -2.83



VOLA 0.12* 1.95 0.13** 2.03 0.12**  2.97 0.11* 1.91
SIZE -0.09* -1.73 -0.08 -1.62 -0.08 -1.55 -0.08 -1.54
IS -0.004 -1.33 -0.01*** -2.31 -0.01*  -1.86 -0.004 -1.33
NPROP 0.02*** 5.26 0.02*** 4.65 0.02***  4.84 0.02*** 5.02

TIME -0.04 -1.04 -0.06 -1.48 -0.05 -1.28 -0.04 -1.06

MEAN -0.08* -1.81 -0.08* -1.77 -0.08*  -1.87 -0.09* -1.93

OWN -0.06 -0.58 -0.02 -0.22 -0.02 -0.21 -0.03 -0.28
MARKET 0.09 0.66 0.16 1.25 0.17 1.33 0.15 1.22
FEAKR: 169 169 169 169
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" ORI 10% B E TR GRS, ™ Jrlid % R TR RURKR), ™ Jlid 1%
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IR A8 52 1) B o PR e S o e TS LA B s kT R, X R RS LA A IR O AR
J7 IS AR By, S 000 5 1B A AE A 43 B 5O A BT B R S A RO I st i 2 o R =R
I (MEAN) LERT 3 AMEAIP I R0, 08, ZEZBPUAMEEAL ) REUCK-0. 09, JA7E 10%5 3%
PEZKSE R R A, 2 I SR A 0 B 2l i i R AT A, HSEAST B it B A . ML
FERELLB] C1S) fERLRY 2 Fn 3 vh 3 ok fh, HABPIAN RN RS ok £, (AR . BoRAL
AR 3 O 2 F) SR B 5 B AR

Ftb sl As &, et m) IR, BRI, $3R A IR AE 2 A o A P A i
o

52 HIBERBEZELEINEEAM. KKK

AETEAERDE 3 CRINLME R E 1) 255 & B2 2 1A G B BB XA 2 4,
BATE S BB R LL) 5%t 802 s, Ry HIS RERIAR & (IS>=5%), SRJGIEfT

W EH,
DJ. = a,, +ay, *HIS, +a,, * LIS _ROE, +a,,*HIS _ROE, +a, *LIS VOLA

DJ, = /by, @%ﬂﬁﬂﬁﬁzwwM%ﬁﬁA;Hm ACCR, + B, * LIS _VOLA, )

6
DJ, % By, +HiS™* HL A %IE )B]Scoﬁtﬁpﬁ et HIS _CF, +y, * LIS _VOLA4, (©)

= ™)
+7, *HIS _VOLA, + z y,; *control + ¢,

Jj=3



DJ, = Ao, + Ay *HIS, + Ay, * LIS _ ACCR, + 2, * HIS _ ACCR, + 2, * LIS _CF,

" ®)
+ A, *HIS _CF,+ 2, *LIS _VOLA +A,,* HIS _VOLA, +Z/1j *control, +¢,
Horh, HIS VARIBLE: 3 HIS FIAR N ARG (A8 X AS s LISIVARIBLE: g (1-HIS) FUAHRN
AR A XA &,

MR Pt 3, MU T Z R LU s A ], FRIBE T« s e A RS 7K 1 e e 2]
X2 AR R, BT @ Cp A iy (Bu s 7o Ay ) R EK G
T May, (s Ay Mlay, (By 7y Ay) BERT%.

R 6 T WA WS LR, s T32mx it 2 s i g At 45 R 5oR: LY
Bt F RS (H1S) LEPUAN DA AR 1% 2 ACF P 6, SRR R IR (%
bR, FERARL 1, USRS SR 58 [ R I A SO (HLS ROED [F1 AR5
N-0.013, £ 5% /KF N oG i AR LAY 3L 0F A 00 A2 BRI 7 [ 41 56 1) 28 ST
(LIS ROE) WZKN-0.009, Ak, XAERPRUAN THMETEE S SRR ST
wl, R AR, WNBAR, AR T ROk T ERE B R 2
e

FERERL 2 v, MUY e AR RN 1300 H R RS I (HIS ACCR) W R EUh
0.007, & 1% 25 KF N NIE; 1ARNLA BT 5 8 0% 5 A0 4 3t 1 (9] 4k 256 (1) A2 X It
CHIS CP) WRBEBARNIE, HEARE . AERA 3, HURHE T R AR 2RI a0 2 Al
R NI (HIS CF) HIZECH-0.007, 76 1%5E /KT 7 mAENMHRE S BA S
FILA U B [P HCR A X (HIS CP) W RELEAR 7, (B B 2 F 3 14h R oK,
SUE WP RGeS B 2 BRI T o I I i PRI, AN R o N THI0TH [RR e
AT

B 1 i 2 i 3 57 4

EY T {8 EX T 14 EY T8 EX T 18

INTERCEPT ~ 3.966**  4.93 377" 493  3.627™* 483 3.876™  4.98
HIS -1.899***  -3.31 -1.701™* 305 -1.59"* 288 -1.669"* -3.00
LIS ROE -0.009  -1.63
HIS_ROE -0.013**  -2.09
LIS ACCR 0.002 0.73 0.011*  -1.76
HIS_ACCR 0.007**  3.44 -0.003  -0.58
LIS CF -0.003 -150  -0.01 -1.62
HIS_CF -0.007***  -399  -0.013*  -2.19
LIS VOLA 0.364  -164  -0316 -162 -0.313 -164 -0332 -1.54
HIS VOLA 0387 256 0339 225  0.333* 226 0.323** 219
SIZE 0075  -148 0059 -119  -0.052 -1.07 -0.063  -1.27
NPROP 0.023** 518  0.019** 428  0.02"* 465 0.02* 461
TIME 0.045 -1.16  -0.065* -1.74  -0.053 -146 -0.047  -1.26
MEANS -0.095* 211 -0.086* -1.93  -0.09* -2.07 -0.094* -2.15
OWN 003 -0.31 0.009 0.09 0011 011  -0.001  -0.01

10



MARKET 0.09 0.71 0.141 1.12 0.146 1.18 0.150 1.21
FEAK R 169 169 169 169
Adj-R’ 27.6% 29.8% 32% 32.7%

e T RN 10% 2 FMKCERLE G, T Rl 5% B FE KR G, T Fonidid 1%E
FVEACERIR: GRS . HIS AR &, WP LG T2T 5%, %1 1, f50ZF 0; HIS_VARIBLE,
g HIS AN AS A8 X A8, LIS VARIBLE; 2 (1-HIS) FMIAAMNAS A8 X As ik

R 6 LM 122 N2 0T — WU BB Vs, AR5

PRI BT R AU AL SR B 22 (IR S PR (KA SCIR (IS VOLAY TR K3 W4 A 1E, iR
WU BEE 0 R S0 AT AR SR (IR e S A X (LIS VOLA) F 2R K038 25 0 B, i WIS
[RGB PEROR, XE iy o IXR ], R 6 AR ZRAER A (10 S I T2 22 i U 5T
HHSE S M THIMBTEHE S SREBIR AR, EERARR QR IR R. M
THIUH R DL R R AR PR B s P A 2 o XU, BBt e A 32 22
FEME I AABETE SRR AR IR HEAS R 3BT R B X 2

R 6 FIIEHIAR AR 5 — . MiHZ, &6 MEEREIATREY 3 —58, RUIPY
BRA W22 5 RENE A B W e 2 Rl i DU ISR RIS 1 B 2 e I 6}
ez

6 UK
N T B DUESESE R AT FENE, FATZR M T I SRR

Lo AR 1 S AT AR bR A 17 R 418 7 AR R o BRATMEE T 1 2 = XU R 4K
febi: 1 BIEINBUG T PRI Beta RAG 2D SIE TIN50 B 5
(¥] Beta Z & 3) AN H [HHRA (bRAE AR MG BN P B XS KRR Bl 45 e AN
A2

2 BEEANF M A RE T HR bt 20 450 A8 m o BATRA T~ AR bR: D
IR AR PSRN A VE Bk S e ) S vk &, JoAT I AR AL I B iR
o NFIUH R DL R R ORAUCR B B R . I [Pl B
AR 2) RALE B R (RO VE A EAIRE I AR R . A B L B R A S

WL IR B A S o

3y FBEHBTTH AR E S A X4 . BATR T FPikhsik: D
XU R I LU BIEAT HE R s JEREAS D AT AR I =41, AL — AU Ui E 2 51
FERARIIFEAS, SR & 520 A =V AN B E S H R R IIFEA  2) DINUAFE
IR EC IR T SRR ARl 23 A o XA I AN R AT T T 18

4y BERARMARE FIUE 0 850 A A TR iy A w] e sod R s S AL
HARRUBEAT AN 5y, KL R WA R A SIS 18 -

5y USROS B s S A BN FEA, RSB SCHI4E 8
7 SwRER

T 2005 455 A9 HE 2005 4F 11 A 30 H 58 B2 7 19 169 KA [ i A 7], FAl]
WG T M0 R AR R 25, 2658 T HIABE 78 38 70 0 Bl (9 1 FH o AR B SEUE R 5 () A R
BAFH LR (D EHARMEFRIRE S QRFEF IR s, FOE R RS2
B WG R (B R ks, FOE R AR 1 B R . (2) IR ZERIHR 3 5)

11



PEBOR, X, (3) HUBBEE S SRS, o i . et i IREREHRD
ENVE R EIR O 2 I RE SR . SiAh, BATTERIL, A A AL ARRE R sl RIS
ARV Z D, M FEIXT .

ASSCIRIE SO A BT 8w BE— 2B B 2 B SR BAT R R R i X

(1) BRI A S ANV E A RE T BATCR AT SR S REA D 2, 4 mt ST e
e PURBBEREE N LR AT, FOEBAMARRIE AR AR5 8 T 2 w5 BAFEAT ;1M
FEARHURIBE S 0 B~ ], TSR0 B T 2w A

(2) MU BBAR (A, A7 By AT S e AR s 24 ] (R AT A R B ey SRk A
WoRt i i S BEE, T ES B 5 RORIER ;s 53—t A B T A T L B AR AT A (5 R4
SEMAXTO I E 3R, TR 22 AOA5 R P e 2 e Bt

(3) MARFUE BB AR SE, A7 B TAA TR A w22 B et i JRAL 454
SEREAAT R LUt BB I RS 1 DL, BEUE S B 5 58, AEYEY B 5 R S A E 1
BN, AR I SO %

(4) XS TAHRKIBURFRII S, 1 AL 3o fr s w] DAFEBOARATT HE &5 A 50k
M BIMENTE R BN, T 4D SR A AT

(5) Chen & Yuan HIWFFEAEL, T BN AT R ML, dr T leas 55 Ok
W, AR B R MR R R A, 8 i B ) U U A E,
U 2 S I 0 7 WA it A DA R ALt R 3K AR RO B A A R TR SR T S R A
KILTIRE. I, MG B f R, JBecior S i Sty B T ARSI B AR Y & e KA A
HEMHAIIR 5™, B shaS M EARE S, X druEE A, JoseR st ARRIE I B R S
TIPS ENER ik G

B bk
[ 1] Bajaj, M., D. J. Denis, S.P. Ferris, and A. Sarin, 2003, Firm value and marketability discounts,

working paper.

[ 2] Bartov, E., S. Radhakrishnan and I. Krinsky, 2000, Investor sophistication and patterns in stock

returns. The Accounting Review (January): 43-63.
[ 3] Bernstein, L., 1993, Financial statement analysis, 5th ed, Homewood, IL; Irwin.

[ 41 Burgstahler, D. and |. Dichev, 1997, Earnings, adaptation and equity valuation, The Accounting
Review (April):187-215.

[5] Chen, P, and G. Zhang, 2002, “The Role of Earnings and Book Value in Equity Valuation: A Real

Options Based Analysis”, working paper.

[ 61 Chen Zhiwu and Peng Xiong, 2001, “Discounts on llliquid Stocks: Evidences from China”, working
paper.

[7] Chen, K. C. W. and Honggi Yuan, 2005, “Government Involvement, Market Forces, and the Pricing
of Earnings: A Comparison of China’s Tradable and Nontradable Shares”, working paper.

[ 81 ElI-Gazzar, S., 1998, “Predisclosure Information and Institutional Ownership: A Cross-sectional

Examination of Market Revaluations during Earnings Announcement Periods”, The Accounting Review

12



(January): 119-129.
[ 91 Finnerty, J. D., 2003, The impact of transfer restrictions on stock prices, working paper.

[ 10 Uiambalvo, J., S. Rajgopal, and M. Venkatachalam. 2001, “Institutional Ownership and the Extent to
Which Stock Prices Reflect Future Earnings”, working paper.

[ 11 1Longstaff, F. A., 1995, “How Much Can Marketability Affect Security Values?” Journal of Finance 50
(5), 1767-1774.

[12] Longstaff, F. A., 2001, “Optimal Portfolio Choice and the Valuation of llliquid Securities”, Review of
Financial Studies 14, 407-431.

[ 13 ] Longstaff, F. A., 2005, “Asset Pricing in Markets with llliquid Assets”, working paper.

[14] Ohlson, J., 1995, “Earnings, Book Values, and Dividends in Equity Valuation”, Contemporary
Accounting Research 11:661-687.

[15] Penman, D., 1998, Combining earnings and book value in equity valuation, Contemporary
Accounting Research 15: 325-342.

[16] Silber, W. L., 1991, “Discounts on Restricted Stock: The Impact of llliquid on Stock Prices”,
Financial Analysts Journal 47 (4): 60-64.

[17 ] Sloan, R. G, 1996, “Do Stock Prices Fully Reflect Information in Accruals and Cash Flow about
Future Earnings?” The Accounting Review 71 (July): 289-315.

[ 18] Utama, S. and W. Cready, 1997, Institutional ownership, differential pre-disclosure precision and
trading volume at announcement dates, Journal of Accounting and Economics 24 (Dec.): 129-150.

[19] Xie, H., 2001, “The Mispricing of Abnormal Accruals”, The Accounting Review 76 (July): 357-373.

[20] zZhang, G., 2000, “Accounting Information, Capital Investment Decisions, and Equity Valuation:

Theory and Empirical Implications”, Journal of Accounting Research 38(2): 271-295.
[21] BFZE. “XT LT RS BEiEF EARBAE LA X P #Magi@4”, 2005-9-8.
[22] RFE,EEE. (KREIEAT 9" A AT IR FIEFFRY, (LFFLY 1999 5 9 4.
[23] ¥ EHGER S, B HTE M, T BARBATFE 53, (RS B FIHFF L), 2005-8-23.

[24] FEER A, (EH 8BRS BB EEEpi%), 2005-9-4.

Does Compensation Ratio Reflect the Information Contained in Earnings
and Volatility?

Qinglu Jin, Hongqi Yuan

(Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: This paper investigates the determinants of compensation ratio, and examines whether the
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institutional investors influence the impounding of firm-specific fundamental information into the
compensation ratio. We find that, the compensation ratio certainly reflect the information in earnings and
volatility, more specifically, the higher the returns on equity and earnings quality, the lower the
compensation ratio; and the higher the volatility of stock returns, the higher the compensation ratio. In
addition, we show that the institutional investors increase the ability of returns on equity, earnings quality

and volatility to explain the compensation ratio.

Keywords: Split Share Structure Reform, Compensation Ratio, Return on Equity, Volatility of Stock
Returns
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