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Abstract: Managers of companies with overvalued stocks often give the impression of
achieving improved performance; however, their actions commonly sacrifice firm equity
in the long run. The concept of agency costs of overvalued equity was first proposed by
Jensen (2004, 2005), and since that time a number of studies have presented indirect
evidence to support his claims. In contrast, this study tests Jensen’s arguments directly,
by examining the relationship between overvalued equity and agency costs. Data were
collected on companies publicly traded on the Taiwan Stock Exchange and the Gre Tai
Securities Market between 2001 and 2007. Multivariate regression analysis provided
moderate support for our proposition that overvalued equity represents a further proxy of
agency costs.
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gﬁgpﬁhM%uﬁgﬁﬁopﬁiﬂﬁQ1%1$£%g %k e B
(Kole, 1991; Gaver and Gaver, 1993) » @ A XX L ¢RI g TR E - (4) F

AL dt s (PPE) @ 2% %% Jindra (2000) 2. 7= % > z\‘fﬂip‘”‘éf BE
A ENFTALINUF o L RFHEAFF R FAp > T EHIFT A RS EBE
BRI R R o (B) 2 7 M (FirmSize) R34 A3 & R FRAGFL T Es

* AL 973 &0 Hand, Lond and Rogow (1982) ~ Pettit and Slnger (1985) % Arrondo
and Gémez-Anson (2003) # 4 0 & FARHEZ A ) EFIA HHE Az R A
oo AFETHETHRE ﬁ;ﬁﬁxg»\ﬁgV»A,mﬂgr PR AR K

=~ RERE

j‘ﬁﬂi’]/'—é‘:é"fl‘l? 317]$|;§';:\ij&§( ’_bki,;\;FﬁBg7 \L%Ié— ﬁ_;_f‘é‘;l*%‘;

ZARFREr R AT ARE BRAEZ P EF G 0P NEELT EME P
N TR SN BT S R N RS S a AT e
AGC, = ay + a,OVER_VALUE, , + a,UNDER _VALUE, , + a,Profitability,

+a,PRratio,, + agRDratio,, + agPPE, + o, FirmSize, + g, ~(2)

AGC @ 2@ gma k> 2w F AN F2 5# (4ssetU) ~ pd &
b fékf’ﬁ\i E ’bﬁg 2% 338 (Free_Tobin) ~ & F ¥ 55 1( Pyramiding )
P R #FL (Cross-holding) H7g o FAJI* I hriddh fiz %E%
mpﬁ‘”‘;‘;i WA BFHce pd AR EE D Fbﬁgf 2%k
FoHY pd AT ﬂaa‘r“T#Lr% ELESE B - -
BRET LR ARE R (8§ FL b ) 0 R
A RFT A SR E TobmsQ«érﬂ}rg PNy ET B R
e o :% B )L&“fuﬁﬁaugﬁ » 2o @2 Tobin’s Q /| 3+
AFY 8RR A G R = Fv};&g‘y{? 1-EF R % 0o
e%ﬁ%i&%%ﬁ%ﬂ&%&ﬁg’7; R 2
a‘?”iﬁ‘u?ﬁ 1> %85 0¢

OVER VALUE : m# %% 5D &3 5ie > % ABRET,, ~** 0 & B 3tieg K
PAETEYma e UE VP, 31028 B ieg MERT S

Pisa e s 1 EFRG 0
UNDER VALUE ' m¥ %8> 85 3 BKGE » 3 ABRET, /|t 0 & 3 kg K
PR T Y 5A o UE V Py *3 10~ &,%"f;rg PR T X

¢ =9’E’Ja‘i.il’l"‘»ﬁlﬁ 0-
Profitability : A1 > w2 F B p w2 F FE A P ITEEAERT Y ‘W,% ™

&

|8
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pE
P&Ma:ﬂ?%ga%gﬁgiﬁﬁﬁ@%uiﬁﬁ%o
RDratio : ¥4 % o Tof & R 2 BT L Sk g [T
PPE @ AL IS TERIFTAFUH AT AR -
FirmSize @ = @R8> TH A FT ARG (H =0~ ) B f R

- FPLIPRFEHAER

d 3> 1997~1998 £ F 2 LW ERE k0 R FAR N AEARRL LA RBRY
FyRE  h PP EEET BB HEAR T B EE A E 2 TR % 2001
ET2007 EGFETHEHALERPBEE IS TEFHI A 2B E 2 b
P Tt d bR R WA Hap A - BA F R B
Ao A g e A FHRABE CBREASEATEE R AP AF TR E
FRBES TR 2F o s RHT AL LRRGE -

d & LHRAAFT LT URERE S T+ F0 4875% B o H= D Baai
6.36% > £ d & & cfk At FEB > T P I 2001 £ 3 2007 # 4 iF £ 5 o2 ABE

21 HAoF 4
2001 2002 2003 2004 2005 2006 2007 g3 v F (%)
Kk 3 3 4 5 5 6 6 32 0.73
CR 18 20 20 20 20 19 19 136 3.11
E 18 20 20 22 21 25 23 149 3.41
FaEga 30 39 40 42 38 43 46 278 6.36
s 23 28 32 39 40 47 51 260 5.95
TRTE 7 8 10 9 10 10 10 64 1.46
v g 23 27 31 38 41 50 56 266 6.09
RIE L 6 5 5 5 5 5 5 36 0.82
ECG 7 7 7 7 7 7 7 49 1.12
WER 22 24 30 31 32 32 32 203 4.64
B im0 7 8 9 9 9 10 10 62 1.42
P 4 4 4 4 3 3 4 26 0.59
T+ 118 167 220 304 379 445 498 2,131 48.75
¥z 22 32 33 36 42 43 41 249 5.70
Hd 7 9 7 9 7 9 9 57 1.30
Bk 3 4 3 4 5 6 7 32 0.73
PR 7 7 7 9 11 12 13 66 151
A 7 6 6 5 42 0.96
A 17 28 32 34 37 42 43 233 5.33
&3 348 446 520 634 718 820 885 4,371 100.00

¥

tx (%) 796 1020 1190 1450 1643 1876 20.25 100.00

-
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-~ ft Rt A B Tl A AT

AT LRAIERSET AP R RSB ",’T’f?i‘é'f‘ ?;ir? e
(OVER VALUE) ~ g5 ® a1 ‘4.1; (UNDER VALUE) -~ %
222} #F % (Cross-holding ) % = 78 & #t % #c *t > ﬂ%@?%&’b 4 ‘JE’_%T"
(Winsorized) z. = ;% B2 1% 2945 99% 2 1&g iE o £ 2 B
BEDEF R MG B VR TIHL 10304% -t~ 7 5 315% 2273 &
R R G Loy 241% 2 2P F LA FRZR G EIF L T oG
16.505% > L 327 7 ¢ B v SR 5 31.4% -

%2 gt s (N=4,371)

Mean SD Q1 Median Q3
ABRET 10.304 49.611 -21.581 -0.258 28.783
OVER VALUE 0.135 0.342 0.000 0.000 0.000
UNDER_VALUE 0.121 0.326 0.000 0.000 0.000
AssetU 1.693 1.616 0.906 1.303 1.863
Free_Tobin 0.018 0.039 0.000 0.000 0.035
Pyramiding 0.315 0.464 0.000 0.000 1.000
Cross-holding 0.241 0.428 0.000 0.000 0.000
Profitability 16.505 59.102 4.073 8.339 14.760
PEratio 0.024 0.042 0.000 0.011 0.029
RDratio 0.314 0.177 0.176 0.302 0.438
PPE 15.471 1.327 14,527 15.288 16.209
FirmSize 10.304 49.611 -21.581 -0.258 28.783

R AT
ABRET @ B ¥ 4[5 > 325 2 5N ganif o
OVER VALUE : ph# %8 53 &3 ® » Z ABRET,; ~ % 02 B3 MPAET 2¢ % 2> U2
VPa %102 Bied Mprps ed 6 e > PI3k: 1> FR50e
UNDER_VALUE : m# %% > 5% @K E > % ABRET1 /0 2 B g MPERT Y a5 > U2
VP <102 BB MERT 2vd 50d o Pk 51> FR 500
AssetU @ F AN 5 thr g }{-;igﬁr% MEF AT o AL Bk o

Free Tobin @ pd MEGEEIEPE22fkm > P pd i ﬂ“a‘r“f:j‘frf;j”?* w2 ENE L
;);\:r'ﬁrgg,fiﬂrgjw "?‘JF: -)g:w y%;;:dﬁ»;;—f (g g_’gim‘ﬁgﬂ; m‘) .p_rﬁ;uﬁpyrw, “/;t ;£
€ e Tobins’Q g » g £ L1 f G %‘, r)*ﬁxfl/ﬁﬂiyuﬁ Fodz Ak
BE g ERLAEY CHRlE 1 BRI

Pyramiding : %8> 2P FF £F % *f#m@ L1 @.ﬁj, 0
Cross-holding : B %W 27 FF 2~ ;}éw‘m@( 210 FRE
Profitability @ E4|5 » 2 w P2 Y ‘a“r’?‘,b*’”“rl ’f“‘F‘ @+ ?;"//TTJ'ZMEVQ%‘E B
PEratio : 5§ » T E RS 5"?* i ‘f”—"* B AR o
RDratio : g % 5> Fg aR2FF L :m%u@; [
PPE ?ﬂ\).:"‘b'““’ ) qr’r‘]y\?/ilfllﬂﬂ‘j‘;"/iﬁggp
FirmSize : 2> @ .3 » ”Fﬁp#;?,i 3 (H = R) Bop R

»



%3 % Pearson 4o A 47 Y HRAELD BF & 22 (OVER VALUE)
AF AT F 2wk (dssetU) 2 & F 354 (Pyramiding) LR ¥ L ApM > Ko
FRERGAT mmé*:f%?ﬁuap¢4$ PG AT HIRE S 0 B
SETEFY B8 527 (OVER VALUE) % $aiiz 1% (Profitability) ~ > &
Atic (FirmSize) * F‘i"’ﬁl‘ # * (RDratio) £ 42§ 2. L T ¢ (PEratio) *
%% (PPE) -

—Sifij?".%-‘ie
2455 ARFERSE WA EL BT AR FR %5 F L probitie jFE % -
# 7 % OVER VALUE 2. tadkcida 5 » Pl 32~ Hl d 49 25750 5
BR B 2P ST AN 5wl (AsserU) BB ¥ 2 AP (%9 0.2850p i85 0.001)
BhdREREE L E 2 AR (Free_Tobin) R 3%t 4ph (58 0.004>p &
5 0.031) 11 % 22 & F 85 4 (Pyramiding) & % % 1 4p b ( (28 0.043>p & % 0.033) >
182 2 2 #F% (Cross- holdzng) TARM E AR ATEERE  HAEE B8 2
PEFTRMZFAN Y F RBLPI RETEE IR PE2 A FAE 3L
ﬁ°**$%i?ﬂ(m%>%ﬁ%ﬁ;ﬂ@@wép(mwmgmumy¢»ﬁ@
EEFRPED @M 2P (UNDER VALUE) 2 F A 41" = 5l#c (AssetU) & B ¥
fARM (i -0.2280p @ 5 0.000) ~ & & F ¥ %4 (Pyramiding) ( ik -0.077 -
p a5 0.000) ¥ & 2= $#53% (Cross-holding) ( th¥c -0.037 > p e 5 0.045) » % %
BEEAPM > 18 E D @B 27 (UNDER VALUE) 2 hd MENEZ 2 L€ 2
2 %% (Free_Tobin) %R ¥ 4pM » B Hh A o
FHlgE> e o &5 (Profitability) £ F A% 5 2 54k ~
&#ﬁsr“c'%ﬁfg“gjgrgg,»trpc;;pb¢/;_f1_g‘;\;r §*<%1§i§
ER TR S SUR R £ T 3 = A RE L a1

*>»

A X

P dAn e s #EF Y (RDratio) ¢ oo FREFT A 2 Hl#E 2
LREELIAM 2 pd AT EESEPER LRIEZE EFER ”f#fv_z‘iﬁ’?ﬁ#f’r&g ’
R ALIF (PPE) o Vg RFTANY Fihilcs pd METEE L
€2 2FEE £ HEE s P g EFRBOFTALD o FWA S > p RET2Z VIF
B AAZE 100 B p REE 2 R AR <0 T P fFRCAl RS v E 9% i
doAMAFTRE P LA LY -



%3 ApM s+ (N=4,371)

1. 2. 3. 4. 5. 6. 7. 8. 9. 10. 11. 12.
1.ABRET 1.000
2.0VER VALUE 0396~  1.000
(0.000)
3.UNDER VALUE -0.273"" -0.147"" 1.000
(0.000)  (0.000)
4. AssetU 0.009 0.099™" -0.095""  1.000
(0.533)  (0.000)  (0.000)
5.Free_Tobin -0.010 0.009 0.0477"  -0.1377"  1.000
(0.517)  (0.536)  (0.002)  (0.000)
6.Pyramiding -0.001 0.030" -0.053"" 0.158" -0.012 1.000
(0.943)  (0.045)  (0.000)  (0.000)  (0.446)
7.Cross-holding ~ -0.033”  -0.015  -0.010 0.081™"  0.032”  0.319™  1.000
(0.028)  (0.332) (0.501)  (0.000)  (0.037)  (0.000)
8.Profitability 0.102™" -0.125"" 0.126™" -0.283""  0.258"" -0.011 0.025°  1.000
(0.000)  (0.000) (0.000)  (0.000)  (0.000)  (0.458)  (0.094)
9.PEratio -0.011 0.048™" -0.032"  -0.001 0.051™"  0.003 -0.012 0.064™  1.000
(0.471)  (0.002) (0.033)  (0.964)  (0.001)  (0.843)  (0.422)  (0.000)
10.RDratio -0.053™  -0.027°  0.002 0.064™ -0.113"" -0.095"" 0.033" -0.073"" -0.006  1.000
(0.000)  (0.075) (0.907)  (0.000)  (0.000)  (0.000)  (0.029)  (0.000)  (0.672)
11.PPE -0.055""  0.0477" -0.088"° 0.0777" 0.1967" 0.095" 0.008 0.120™ -0.003 -0.170"" 1.000
(0.000)  (0.002) (0.000)  (0.000)  (0.000)  (0.000)  (0.589)  (0.000)  (0.866) (0.000)
12.FirmSize -0.078™" -0.070"" 0.064™° 0.0607" 0.078"° 03147 0316 01917 -0.003 -0.187"" 0.072"" 1.000
(0.000)  (0.000)  (0.000)  (0.000)  (0.000)  (0.000)  (0.000)  (0.000)  (0.862) (0.000)  (0.000)
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%4;%5?%

AGC, =ay +oyOVER _VALUE,, ;| + o,UNDER _VALUE,_, + o Profitability, + a,PRratio,

+agRDratio, + a4 PPE, + o, FirmSize, + &, ~(2)
AssetU  VIF Free Tobin VIF Pyramiding VIF Cross-holdin VIF
INTERCEPT  -1.014™ -0.002 -1.47277 -1.4727
(0.000) (0.765) (0.000) (0.000)
OVER VALUE 0.285  1.043 0.004” 1.043  0.043" 1.043 0.006 1.043
(0.001) (0.031) (0.033) (0.752)
UNDER VALUE -0.228"" 1.047 0.004™ 1.047 -0.077"" 1.047  -0.037" 1.047
(0.000) (0.011) (0.000) (0.045)
Profitability ~ -2.708"" 1.086 0.049™" 1.086 -0.187"" 1.086  -0.066"  1.086
(0.000) (0.000) (0.000) (0.072)
PEratio 0.000 1.009 0.000” 1.009  0.000  1.009  -0.000 1.009
(0.440) (0.003) (0.722) (0.452)
RDratio 33627 1.065 -0.0617" 1.065 -0.294"  1.065 0.959™" 1.065
(0.000) (0.000) (0.075) (0.000)
PPE 1.021™ 1.057 0.035" 1.057  0.183"" 1.057 0.001 1.057
(0.000) (0.000) (0.000) (0.982)
FirmSize 0.163"" 1.077 0.000 1.077  0.113™" 1.077 0.110™ 1.077
(0.000) (0.485) (0.000) (0.000)
Wald test — — 448.470 413.430
F value 31.870 56.550 — —
N 4,371 4,371 4,371 4,371
Adj. R? 0.117 0.101 — —
Pseudo R? — — 0.094 0.096

HF L LN S "§;Whlte(1980) F'}ii’_,ﬂ_l ‘Fﬁ'%_ﬂlgf B * o * L2 k7 1% 5% 2 10% 2 A
MERE - RETEFL 20

B A

McKnight and Weir (2009) 4% 2 & % ¢ 22975 L% 2 P2 %80 %9
_{Eé‘r_7 ]Lﬂg\.j\ F—-‘Cﬂ\?—s’\»"’r}/v\*ﬁ—@ }}‘)\élPLL:“E (LeV) \.‘ﬁ— ﬁ F;}’gm

2

7

Fek Bd=idlie (¢ 3 F iw\gnﬁﬂlﬁjﬁg-;?) (Top_Change) £ 538 A 5951

% (Man_Share) % = 38 7 %&’fij”’oﬁq}p‘;_&)’i BEHN B R

A IR f"ﬁ“]-&)ii_r\;l«r\x » X iR LB D P2 BRI AL R

R *i?%§i°%5“%" %’%Mﬂ;,j N S L R S IR LR
AL

pgrglﬂfybé]ﬁf“ T TR A g
Bor A iR RRREART

Fis o A5 R p BEEFYEL LT
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£5 FAAFEE
AGC, =ay +oOVER _VALUE,, , + a,UNDER _VALUE, | + a,Profitability,
+a, PRratio, + asRDratio,, + og PPE,, + o; FirmSize,, + aglev,
+agTop _Change, + ayoMan _Share, + YEAR _Dummy + g, e (3)

AssetU  VIF  Free Tobin VIF Pyramiding VIF Cross-holding VIF

*kk

*kK

INTERCEPT  -0.406 -0.005 -1.375 -1.527
(0.449) (0.656) (0.000) (0.000)

OVER VALUE 0.291™" 1.090  0.004™ 1.054 0.055" 1.090 0.010  1.090
(0.003) (0.024) (0.011) (0.604)

UNDER VALUE -0.161" 1.077  0.004™ 1.052 -0.071"" 1.077  -0.037°  1.077
(0.013) (0.016) (0.001) (0.082)

Profitability -2.8697" 1.294  0.049™ 1276 -0.21177 1.294  -0.158"  1.294
(0.000) (0.000) (0.001) (0.015)

PEratio 0.000 1.011  0.000™ 1.009 0.000 1.011  -0.000 1.011
(0.582) (0.006) (0.783) (0.401)

RDratio 2592 1199 -0.060"" 1.194 -0.406 1.199 0.567 1.199
(0.112) (0.001) (0.198) (0.117)

PPE 0.7877 1100  0.036™" 1.083 0.152"° 1.100 0.005 1.100
(0.020) (0.000) (0.038) (0.947)

FirmSize 0.1807" 1.202  0.000 1.192 0.1157 1.202 0.122™"  1.202
(0.000) (0.654) (0.000) (0.000)

LEV -1.168™" 1.373  0.004 1.364 -0.144" 1373  -0.334"" 1.373
(0.005) (0.530) (0.087) (0.000)

Top Change 0.0717 1.047 -0.000 1.046 -0.004 1.047 0.0167  1.047
(0.025) (0.580) (0.532) (0.011)

Man_Share -0.059™" 1.080 0.001° 1.078 -0.003 1.080 0.003 1.080
(0.000) (0.086) (0.508) (0.599)

YEAR ¢ 35 ¢ 35 ¢ I ¢4

Wald test — — 176.210 124.940

F value 11.760 21.480 — —

N 4371 4371 4,371 4,371

Adj. R? 0.147 0.102 — —

Pseudo R? — — 0.102 0.110

o 4EFRN A& White (1980) £2cluster standard deviation 3 BB S o P R B fcis 2 p (B FIF N RR L 2 R

BATriE 1% 5% 2 10% 2 FEEFKE - 84K £& (YEAR) e T AT 9 2 i F i

ol

A

>

<

[750 40 o RUR AL 2009 LEV 5 o5
AL (¢ 3 EEL

AR

vl P E R
S HREIR g F ) 32 & B bl Man_Share G

IR IR

¥ A : Top_Change
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