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Summary

St (Intangible capital)2 214170l S0 it Z23H 7ol WMRA 2 HZ4e| 1 QT FHAM2 21M|7] 71Y2| ZHIH 5
Ao Z2YEel QA2 SHEED JACH, Hill 7|YS2 FHXIM| dEet EXLE St QAL = 2 EEOA = O|XF MiteAo|

FQ HEOR Mt TS J|UEE Z P 20Xt SO 3 O|H A ZHE FHXHAS oA XHATHE o Zof 22 &~}
EXE Lot X} Bict o[ Qs 7[E2 HollA] HAIE gr2str}, o 2t2[H|(Sale, General, and Administrative
=]

HES
= =2
Expense)2t A7 H|(R&D expense)2l A™ =S S3ll AIL7|ZH(Perpetual inventory method)2| A2 J|HEE 2

B AF0M ZHstE £ RHAH2 T X| XHAM(Organization Capital)2t X| & Xt (Knowledge Capital)2| B2 M EICE o|2{3t
By XME E KAMOZ LHEZE 22 71E2Z Book-to-Market(5) X RFEXIAH5)2 £ 25719 ZEEZEZ|QE [ Ml Excess
Return, CAPM Alpha, FF3F Alpha, Carhart 4 Factor IS #8HHQUICt, 2 E Book-to-Market 22I0[A 2&HXIM0| 2245
O =2 20 2 9l 20 7S ECL 0l= 7|2 71 2H ZHE0| £2 FHARE XU 7|1¥E2 +AES HYsHK| Réict=He
A

AMARSED, 7t 2 2Hol| 28 KMS F715Hs 20l et 2eld S MAISHICE
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[Main Figure] The Ratio of Intangible Capital to Physical Capital (k™¢/KkP")

I Ratio esseseese Moving Average of 5-Years
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Introduction

2yt (Intangible capital)2 21M1710] §0{ HAt ZQ3t 7| MMeAR B2t QUCH(Eisfeldt and Papanikoalou
2013!, 20142 Peters and Taylor, 20173; Belo et al, 20194 Koh, Santaeulalia-Llopis, and Zheng, 20205). 2&XAH2 214
71 719] ZHN At 20 ZHEQ QA2 HEE[1 JAOMH 0]of w2} Y 7|HYES FHAHto)| APEt £XHE st ULt O|=72
BEA(Bureau of Economic Analysis)lld= XA A3, R&D, AZE0| 59| 7txE ZHSt= X|HX 4 (Intellectual
Property Products)2 R&xHH(Equipment) 2t 22/8l| National Income and Product Accounts (NIPA)O| 2 JHxjstn Qs
ol o]2] |2 It O SEE6tCE,

[Figure 1] Intellectual Property Products: Research and Development
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[Figure 2] Share of Aggregate Investment
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Xt BEA, Labor Share Decline and Intellectual Property Products Capital, 2020.

L Eisfeldt, A., & Papanikolaou, D. (2010). Organization capital and the cross-section of expected.

2 Eisfeldt, A. L., & Papanikolaou, D. (2014). The value and ownership of intangible capital. American Economic Review, 104(5), 189-94.

3 Peters, R. H., & Taylor, L. A. (2017). Intangible capital and the investment-q relation. Journal of Financial Economics, 123(2), 251-272.

“4Belo, F., Gala, V., Salomao, J., & Vitorino, M. A. (2019). Decomposing firm value (No. w26112). National Bureau of Economic Research.

> Koh, D., Santaeulalia-Llopis, R., & Zheng, Y. (2020). Labor share decline and intellectual property products capital. Econometrica, forthcoming 4
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[Figure 1]2 BEAOA WHSH XAI2E HIEIQ 2 0|20 M| X[ MR M FXHE LIEIL =G|, 80N E 7|H 2 £EXI7t 2F3| 7Ist1
QUCH. 5 sl EofollM 2] Xt Thé 20| Ot 0|2 FM|Q] EXtOlAM AHX[St D L= HIE HAl 2 BIHM|7L SE33stLt. [Figure 2]2
2 0|=20|A] O|R0{El EXIE ALS|ZFHXHR (Structures), M4t ZH|(Equipment), X|HXAH(IPP)2 O HIE S 2760 HMAlstD
U=l XX RFAHQ| HIF-2 1900 CH ol HISH &5 ZI1et S ole 4= ULt 0]218 S7HAl0l 2l lof 2010'ALCHofl 0|22 X|H

XHirol H|Z2 CHE & XH2 1} H| S 2t 042 H|SH L

22ZENM= O|HH WAoo ZQt HEOR
OfEA| XHAIHH o B0l 28 4= UA=XIE LOHE X
ool et XpAE (R&D Capital to Asset, RCA)O| &2 7
M S CHE =o| ACL S 2[ZE= 0]0f| Lot RHRIMS EEP CHFs}A| sl 3“.:_*7# TIUE S A ZS H|AISHXL SICE O] ¢
o| AT (Eisfeldt and Papanikolaou, 2013; Peters and Taylor, 2017; Ewens, Peters and Wang, 20206)0i| A| H[A| £l &
X OoR ggolQLCt. f2/= mof2tz|d|(Sale, General, and Administrative Expense)2t H77lLH|(R&D expense)

1} 22 S8l A% 7|2 (Perpetual inventory method)2| 2410 2 7| H 2 IS SHSHHLE,
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[Figure 3] The Ratio of Intangible Capital to Physical Capital (k™¢/KkP")

I Ratio esesesese Moving Average of 5-Years
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X2 QRAFT Technologies, Compustat
CI2o 2, ZHE XM S (Compustat item, PPENT)S HH 2 gHAst H|E8 SQISIRICt. [Figure 312 O HIES
LIEILTH, XM CHH| XA HIE2 S35 S7HM0f Qs B S 2QUE £ U= o= 24 A i5et BEASE FREDR Z2 7I3'.-_*01IA1

HAlSHtet O S 50| 4| FAFSICL

2 Hlo|I = fEXAte| H|F0| MA| AHAk CHH| =2 7|HE2 2|A37} £Ch= 7|1EQ| AT (Eisfeldt and Papanikolaou, 2013)
ol Zots, QoM == FHRIAS B XHMOE LI F 5, 0| 42 71ECE TEEZ|QE M SIRUCL SXpA ChH] REX}FA H|
20| E2 ZEE2| 29 £ E0| RO £Ch= A IS

=

0|21t 2| €2 7|ZE29| Fama and French 3 Factor (0|5t FF3F)
23} Carhart 4 Factor 22 MEE|X| FSS 2QISIRUCE 0] s FYXHO| 7|0 HEE MEE|X| 2= FIHHQl A ES

=4
SBCH= AS AlAret

£t 9| Z3H= Book-to-Market Ratio (0[5t BM)E SH[s3F0{ = 5246t Ct BM2t R XA H[2 2 5x5 Double-sort ZEZ2|

QRE NS ul, 2 E BM F2H0[AM REHXIA H[E0] =2 70| &3t 2|, CAPM Alpha, FF3F Alpha, Carhart 4 Factor Alpha
7t =UACL o= REHAHALE 12510 BMS MA 2|5t Value Factor?! HML(High Minus Low)2 ME2| Aldtst= Zi0] L A
a4 ACH= WS HAIBICE

6 Ewens, M., Peters, R. H., & Wang, S. (2019). Acquisition prices and the measurement of intangible capital. NBER Working Paper, (w25960)
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2= 23] BMO| & 2 7HXIZF(Value Stocks), H2 FA2 MEF(Growth Stocks)2 7ot Stedl, 67| A 27 2l
o 71E2 70| ’“—‘?‘-ﬂ*l(Book Value) CHH| ofi{st A|ZE7FX[(Market Value) 2 Lot 0 QU= 712 ZHEEICE 7HE, M&EFE9 A
2 x| HEIK| = X2 S5 J|Ho| 4FY HO=E AF HOAHE0| 7|chst7| 20l 7HXIZE CHH| A|E 7FX| 7t =Lt SHX|2F BRIt

K= HEE FYRULE £F 7155170l 2 2| ZE= 0|2 2R Y A0 2XIE H7I5H 2Rt BHLCL

SloilM 7IYHR ST TURALE J|E 7|2lo] FEIK|o| Eatsto] MSFEIAES W, JHIF(Value Stock)2] 2215 62 A4
EICts M2 BBt 3, Value HEIQ! HMLO| SRS 236t} ZH3ts 20| 7|E FF3F 28t Carhart 4 Factor 28
INME & YIS 2toleh HYTH O1F $15) FF3F 22 % Carhart 4 Factor RU0IA 7| Z2| HMLE SHXAHS Z8Het HML(HML

with Intangibles) 2 CHHISH E| DA o] HF20| ZI15H=X| &elstirt. O A, MEH e HMLS HIEIQ 2 o= TE| ZHO|
7|E HE Z-o| B3 2F20| folOlstA SItt= RE & ECZ = 2 REMME 7| Z0 2| MEd=

=

FF3FHMLS HWE S 2Xtat2 n2fs MEA M AStCrH
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Measurement of Intangibles Capitals

PR OfEA £F TN RYRMS HEfTL 9l XpA0[T[0f QB nt 22 E4% A S HQITICHH J(gie] TR =

=Ch= £%0| ULCL Eisfeldt and Papanikolaou (2013), Peters and Taylor (2017), Ewens, Peters, and Wang

o 2t2|H] (Sale, General, and Administrative Expense)2t S 717H2H| (R&D expense)E 0|83l 2} 7|2l ¥

Aiks ZFSIRALE 2 2 ZEME J[E 7o Wynt WHEN SUSHH SLSH, F AYA=SS AMESIALD =F Xpi

(Organization capital, K°79) 3t X| & X+t (Knowledge capital, KX"oW)g A|AHStICE O2| 10 =& XHAkat X[ & xpAto] gt 28
Xritol2t Ho|5tdCt.

ZX| KHke] A2 ST 7| LR WOl HE SHM HE0 OS5 SES FAUHOZ A £ A= £E 3 52 ZEdt=s
JHEo|Ct =F A2 22 W Y 7S 9 3Y J2|10 ZFT QAL E SHOZRE J|Ql5H=C o[2{et FCiH| 0] Erof 22|
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K& KpAF e ZX| XHA O G AL A O 2 A& 7|8 S S| HAI|LH|(Compustat, XRD)E A6l A|Aotct, HoH'LH|of 2
2 42 2451 7| 0| RHRIAE BHESHT| ol XISt HIEO0|2 2 M| 7} X MXAMO R EXFEICID 7F-HSIRICE &, 9| EE Rpot
O| XXt AO|SHAH K| M RpAte] £EXHHIE2 1.09 2 M2 Moj| HA|SHX| RLACE K| XpAte| x|t o3t CHS 0t ZHo| =& 3Lt

Kfnow — XRDy;
L

XRD Know
g*rP +

2l AMollM = 72 ?:.*7@’—.*%(619“, sfmow) ot MHE(g*5¢4, g*RP) J2| 1 YubEtolald] ciy| ZXIX}L £X}HIE(y;)= Ewens,
Peters, and Wang (2020) =22 & 1510 sligh7|glo] &3 Aeiof mi2t Ct2 A £0{st Lt Ewens, Peters, and Wang (2020)
£ 7IY 2 AHIM(Consumer), HIZg (Manufacturing), 7|&(High Tech), ®A(Health), 7|EHOther)2 E&3IRILC}. 2} Az

(
MHE 27t 424 E, 4FE, 2! xHite| EXHH|E2 01l [Table 118 S¢f 2elg &= ULt

=

[Table 1] ¢ 2 8 Z7t AZHE (80, know), SHB(gOr9know),, | A4t EXHIZ(y)

Ind UStry sarg ‘sl(rww Y gDrg gl{now
Consumer 0.2 0.33 0.19 0.333 0.348
Manufacturing 0.2 0.42 0.22 0.333 0.348
High Tech 0.2 0.46 0.44 0.333 0.348
Health 0.2 0.34 0.49 0.333 0.348
Other 0.2 0.30 0.34 0.333 0.348

Xt=: Ewens, Peters, and Wang (2020)

[Figure 4] Ratio of Intangible Capital across different industries
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[Figure 4]= 2t AtedH Q&M (Property, plant, and equipment) CHE| 9{0i|M ZX et FEXAS| H|ES LIEHHCE H|mo| ™
O|E 9lsl 2 HIZS 1980 18 1UE J7|FE AIFCE £ I 30| 30|58 AMEACH 2F M) 2 'H YK CHH] ZHE FEK A
H| &2 HMZY(Manufacturing)zt 7|EHOthers)E HM[2|st 4td Zol|lM K| 40 2t ESE ZIIME Ho|1 YSS 2HEHE £ Ut
£3¢| 7|&(High Tech) &t 1t @A (Health) AHZ 3t 22 A2 O HE0| FHiTLHEA B7tsto] s A0l &3 IS0 22 27
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Empirical Analysis

1. Model Alpha Test

SRt} s 7| ZH T (Eisfeldt and Papanikoalou, 2013)0A 2§
MER 80| JH0| EICHs F&0| M7|=[ 1 QUL FEXAS XA ChH|s XHAto] 2lo=2 'EEI7I7JRI°I 2EJ} %’é’ﬁi

ﬁ
=
=
ot
o
Hir
rlo
N
e
10
0}:'.
-I>+
N
12
re
E
)
]
N
$0
i
=2

T EEAS|0 2HRMO| MEZ2 2AZ0] 2747t E 4 QUCH 0|21t 7| E A170| Aot 22| PHAAMS SFUH ZHRpAD X|
ML LY M A8 ZEERQS 4} 0|5 LY A= 1 ASHOR SHAAE J|EOR T4H EESA|Q0| MIHE MR

Ch o ZEZZ| R LHYA2

OBt

374X 2 ofzHet Z Lt

« BM[5] X =&| Xt&H(Organization Capital)[5] = 25 Portfolios
«  BM[5] X X| ¥ Xt:tH(Knowledge Capital)[5] = 25 Portfolios

«  BM[5] X & Xt&H(Intangible Capital)[5] = 25 Portfolios

ZbAlo|A E 25710 ZEER RS 745t REED R FHE ISt ZEIXM, XX KM, REXA2 EXH(Compustat, AT)Z Lt

H 2 E ZFS US AEEC) BME SHs ZEEZRE T4 ATE = 0|f= FHAME 12T MER HMLE E&5t= 2Hd
OlM AFBE[E Z&| XA X[H KA 32|17 0] 27HE B4l 28 XM 7|1E0| 7t 23 R EE MO E[X| = Che A S A6
2lstolct, &, 2570 ZEE2|29| CAPM Alpha, FF3F Alpha, Carhart 4 Factor AlphaS #I{E0ZM 7|Z9| 20| MHS}X| of
= R ES BHESIC) 012{3 22 7|E HMLO| 23 XHAHS Zotsh= 210] et 2held S mM3E 2o|ct.

[Table 2] BM[5] X & X} CH| Z=Z|X}AH5]: 25 ZEEZ|R
Hlole 712h2 1995 62 E 2020 9K 2 Universe= AMEX, NASDAQ, NYSE &5 &, Organization Capital H\O\Eﬂ%
Handed Side) ZEEZ2|Q 25 ZHS 9/¢f HIO/EE 1 Laggingsttl ALSSIZQM, A7IEY 7tE £E2 XY

West(1987)7 t-EA 2.

ruu ]
Hr
op
Jio
un
=]
=
(]V
> 10
Hu
Sé
oo
—
T
%}
’,:‘
@

Panel A: Excess Return

BM\ K979 1 2 3 4 5 5-1
1 5.2661(0.85) 12.7465(2.33)" 5.9353(1.37) 6.8675(1.78) 8.4696(1.92) 1.055(0.22)
2 6.1159(1.62) 7.6122(1.78) 8.7416(2.35)* 9.5185(2.85)** 8.8624(2.45)* 0.598(0.21)
3 5.7442(1.34) 6.79(1.90) 7.858(1.99)* 12.5089(3.79)*** 11.1491(2.76)** 3.2564(0.96)
4 1.7986(0.44) 10.7646(2.17)* 8.6931(1.79) 11.3356(2.53)* 7.3606(1.54) 3.4136(0.96)
5 2.4214(0.38) 9.1267(1.83) 13.4171(2.29)* 12.9037(2.13)" 7.5306(1.11) 2.9607(0.49)
Panel B: CAPM alpha
BM\ K079 1 2 3 4 5 5-1
1 -6.1432(-1.43) 2.5679(0. 65) -2.7087(-0.81) -0.6196(-0.19) -0.2433(-0.09) 3.7476(0.89)
2 -1.7825(-0.88) -0.9756(-0.50) 1.1685(0.61) 3.0938(1.63) 1.5383(0.80) 1.1685(0.40)
3 -2.6923(-0.98) -0.0904(-0.03) 0.2115(0.08) 6.3333(2.92)** 3.3453(1. 14) 3.8853(1.17)
4 -6.2066(-2.19)* 2.2756(0.65) 0.1894(0.05) 2.9032(0.89) -1.5265(-0.40) 2.5278(0.80)
5 -8.5981(-1.6994) -0.1172(-0.03) 4.0451(0.96) 4.2163(0.79) -2.7679(-0.48) 3.6779(0.68)
Panel C: FF3F alpha
BM\ K979 1 2 3 4 5 5-1
1 -6.0515(-1.82) 2.6798(0.94) -2.4658(-1.24) -0.3752(-0.16) -0.0669(-0.03) 3.831(1.00)
2 -1.6122(-0.85) -0.9545(-0.48) 1.198(0.63) 3.2268(1.64) 1.5388(0.80) 0.9974(0.35)
3 -2.7454(-1.16) -0.0887(-0.03) 0.0122(0.01) 6.2697(3.26)** 3.2232(1. 21) 3.8151(1.13)
4 -6.162(-2.64)** 2.256(0.75) -0.0485(-0.01) 2.6773(1.08) -1.9518(-0.65) 2.0566(0.65)
5 -8.7422(-1.75) -0.3505(-0.11) 3.7784(1.24) 3.7445(0.94) -3.1694(-0.57) 3.4193(0.6)
Panel D: Carhart4 Factor Alpha
BM\ KO79 1 2 3 4 5 5-1
1 -3.2755(-1.03) 5.3991(1.74) -1.2778(-0.79) 0.3231(0.15) 0.4627(0.19) 1.607(0.41)
2 -1.0243(-0.56) 0.597(0.27) 2.563(1.33) 3.7116(2.06)* 2.4622(1.27) 1.3554(0.46)
3 -1.1173(-0.49) 1.4597(0.66) 2.2433(0.99) 6.4856(3.19)** 4.3743(1. 57) 3.3605(0.95)
4 -5.267(-2.60)** 3.9991(1.28) 2.0448(0.57) 4.4045(1.68) -0.3909(-0.14) 2.745(0.89)
5 -5.4547(-1.20) 1.8357(0.62) 7.5932(2.29)* 5.76(1.25) -0.1237(-0.02) 3.1999(0.54)

INE=S OFw TTerhno\omes Compustat
Unit: 9 ualized

Newey, W.K. and \
Econometrica, Vol. 5¢

st, K.D. (1987), “A simple, positive semi-definite, heteroskedasticity and autocorrelation consistent covariance matrix”,
lo. 3, pp. 703-708.
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[Table 2]2 BM1} ZZ[XHAE & RO R LIFZE S 71ZQ2 5X5 ZEEZZ|QE 43t 2 ZEER|QEQ| X1t £ &, CAPM
Alpha, FF3F Alpha 2|1 Carhart 4 Factor AlphaE LIE}HCEH 2E BM 22|10 ZE|XH4t 7[ZE Long-Short X3} ~2| E3 efn}
X

art
USS BE Y(+)0| 4B T RS BB L ULt

[Table 3] BM[5] X & X}t CiH| X| =X} &H[5]: 25 ZEER|Q
HIOIE Z12H2 1995\ 625 E] 2020 97X 2 Universe= AMEX, NASDAQ, NYSE &5 &, Organization Capital HIO|E{7t &
Handed Side) ZEE2|Q +2|& ZHES 2l HIOIHE 1 Laggingdstol AISSIRO, 7SN 7tE 82 SFGIAS. 2
West(1987) t-SAIZY.

Panel A: Excess Return

Ste Z=E0 YO R SHAS. LHS(Left
o

HAIXE 129 Newey and

}0} I
ro
©
o
>

BM\ KXnow 1 2 3 4 5 5-1
1 1.1707(0.33) 7.7821(1.69) 6.4287(1.55) 10.1967(2.43)* 10.5402(1.75) 6.604(1.33)
2 5.1998(1.84) 8.01(2.28)" 8.9144(2.46)* 10.0712(2.98)** 11.5538(2.34)* 3.5886(0.84)
3 5.4065(1.90) 5.622(1.78) 8.6645(2.50)* 9.2791(2.39)* 15.5118(3.42)*** 7.3398(1.81)
4 3.713(1.18) 2.7807(0.71) 10.4548(2.81)** 15.2256(3.07)** 15.557(2.94)** 9.0785(1.85)
5 5.2798(1.20) 4.7897(1.07) 14.029(3.10)** 22.6022(4.22)*** 19.1244(3.45)** 11.0791(2.13)*
Panel B: CAPM alpha
BM\ KXnow 1 2 3 4 5 5-1
1 -7.8466(-2.88)** -2.972(-0.84) -3.5148(-0.93) 0.9785(0.26) -1.8386(-0.36) 3.2454(0.56)
2 2.3421(-1.57) -1.1571(-0.61) -0.3111(-0.13) 1.9944(0.82) 1.3449(0.36) 0.9245(0.22)
3 -1.6975(-0.89) 2.34(-1.24) -0.3177(-0.14) 0.3816(0.13) 5.5788(1.57) 4.5138(1.12)
4 -3.516(-1.59) -6.9163(-2.62)** 1.3141(0.52) 5.0676(1.34) 4.6347(0.99) 5.3882(1.00)
5 -4.7295(-1.56) -4.7382(-1.30) 4.3214(1.07) 11.8949(2.52)" 8.1005(1.65) 10.0674(1.81)
Panel C: FF3F alpha
BM) K Know 1 2 3 4 5 5-1
1 -7.64(-3.38)** -2.7515(-0.99) -3.2399(-1.26) 1.2241(0.45) -2.1953(-0.53) 2.6797(0.55)
2 -2.2188(-1.62) -1.1132(-0.60) -0.1876(-0.11) 2.0537(0.98) 1.1238(0.37) 0.5777(0.17)
3 -1.7444(-1.08) -2.4229(-1.35) -0.4453(-0.22) 0.3105(0.11) 5.3607(1.80) 4.3402(1.37)
4 -3.6236(-1.985)* S7.174(-3.33)*** 1.1449(0.56) 4.9518(1.38) 4.2627(1.09) 5.1214(1.18)
5 -4.9688(-2.146)* -5.0751(-1.76) 3.8301(1.29) 11.391(2.86)** 7.6614(1.72) 9.8653(1.94)
Panel D: Carhart4 Factor Alpha
BM\ K Know 1 2 3 4 5 5-1
1 -5.5826(-2.95)** -0.2816(-0.11) -2.3583(-0.99) 2.2586(0.88) -0.8698(-0.23) 1.9839(0.45)
2 -1.7123(-1.32) 1.1783(0.62) 1.4912(0.83) 2.758(1.32) 1.1228(0.38) 0.1062(0.03)
3 -0.6375(-0.41) -0.2035(-0.12) 1.085(0.54) 1.7867(0.70) 5.5003(1.62) 3.4089(1.02)
4 -3.3373(-2.05)* -4.7351(-2.55)* 2.5127(1.13) 7.4133(1.83) 6.7171(1.81) 7.3255(1.76)
5 -1.8649(-0.75) -2.8416(-0.91) 4.643(1.54) 12.2956(3.27)** 8.8318(2.25)* 7.9678(1.58)
Xt&: QRAFT Technologies, Compustat
Unit: %, Annualized

S2Z [Table 3]2 BMI} X[ HAHME & KM Z LIFE S 71E22 5X52 TSt ZEZ2[S9| X1t £ Yl 2}
=

= LIEMMC Z1F 21 S0 CAPM Alpha ZH0||A 2= BM EH|0I M ZEER[QS2 X HAHI0| =S+E I1F

S 2o} 2tS B0 RS OHE7ER| 2 X" 7|2 Long-Short $UEQ| Xt £l E G YNt S22 BF A(+)el &
C!IEI-

AN .
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[Table 4] BM[5] X & X4t CiH| XA [5]: 25 ZE &2
HlolE 7|7H2 1995 62 £ Ef 202018 9 HX| 2 Universe= AMEX, NASDAQ, NYSE 5 &, Organization Capital BIOIE{7} EXHst= S=S0 O &
O SIS, LHS(Left Handed Side) ZEE2|2 0|5 ZHS 2[4}l Cl0IE = 1 Laggingdto] AISSIROM, AP EN 7tE Sl B2 ZFIUS. 2

S ot9| gh2 XIHAIKF 122] Newey and West(1987) t-SH &Y.

Panel A: Excess Return

BM\ K™t 1 2 3 4 5 5-1
1 5.6872(1.19) 5.2065(1.15) 5.5713(1.44) 8.6555(2.37)* 7.5123(1.71) -0.9403(-0.22)
2 3.482(1.04) 6.7424(2.10)* 7.4723(2.33)" 8.7697(2.85)** 9.1311(2.76)** 2.8836(1.02)
3 2.0286(0.61) 6.1979(2.15)* 8.2069(2.68)** 8.3976(2.63)** 10.3683(2.86)** 5.5742(1.78)
4 1.681(0.51) 6.3646(1.88) 10.4891(2.60)** 9.8744(2.38)" 11.1924(2.54)* 6.7459(1.96)
5 4.1593(0.91) 8.9938(1.90) 10.9625(2.55)* 14.506(2.74)** 12.0665(2.29)* 5.1417(1.14)
Panel B: CAPM alpha
BM\ K"t 1 2 3 4 5 5-1
1 -5.4708(-1.68) -5.7631(-1.72) -4.0001(-1.36) -0.6454(-0.21) -2.1828(-0.57) 0.5254(0.12)
2 -5.3183(-2.20)* -1.7414(-1.04) -0.766(-0.44) 0.9921(0.52) 1.2006(0.59) 3.7564(1.25)
3 -6.0504(-2.16)* -1.1638(-0.63) 0.7656(0.35) 0.526(0.24) 1.4022(0.57) 4,69(1.37)
4 -6.4588(-2.80)** -2.2484(-0.94) 1.7417(0.63) 0.8772(0.26) 1.0633(0.29) 4,7595(1.29)
5 -6.3183(-1.66) -1.0625(-0.30) 1.3859(0.44) 5.0597(0.91) 1.2687(0.32) 4.8244(1.15)
Panel C: FF3F alpha
BM\ Kt 1 2 3 4 5 5-1
1 -5.2751(-2.03)* -5.6226(-2.49)* -3.7766(-2.03)* -0.4268(-0.20) -2.135(-0.59) 0.3752(0.08)
2 -5.2717(-2.31)" -1.6766(-1.01) -0.7071(-0.43) 1.0878(0.60) 1.1976(0.63) 3.7044(1.22)
3 -6.1675(-2.58)** -1.2643(-0.75) 0.6843(0.32) 0.4437(0.21) 1.2531(0.57) 4.6557(1.51)
4 -6.6335(-3.47)*** -2.3998(-1.21) 1.5595(0.58) 0.6532(0.21) 0.7024(0.22) 4,571(1.34)
5 -6.6121(-1.97)" -1.3513(-0.49) 1.0223(0.36) 4.602(0.99) 0.8018(0.23) 4.649(1.08)
Panel D: Carhart4 Factor Alpha
BM\ K"t 1 2 3 4 5 5-1
1 -2.2589(-0.93) -2.4713(-1.27) -1.8537(-1.08) 0.7289(0.39) -1.4047(-0.37) -1.8747(-0.38)
2 -4.3593(-2.11)* -0.6476(-0.38) 1.0043(0.58) 2.4541(1.48) 2.1835(1.17) 3.8139(1.26)
3 -4.0538(-1.71) 0.0881(0.06) 2.7348(1.50) 1.5109(0.71) 2.4127(1.06) 3.7375(1.21)
4 -5.4138(-3.30)*** -0.7795(-0.42) 2.7439(1.06) 3.7376(1.23) 3.2101(1.12) 5.8949(1.80)
5 -2.753(-0.92) 1.6796(0.57) 3.2426(1.06) 7.9975(1.53) 3.0129(0.93) 3.0369(0.72)
Xt&: QRAFT Technologies, Compustat
Unit: %, Annualized

OiX|22 2, [Table 4]= BMat & ik CHH| 2L 7|Z Q2 740t 5X5 ZEER|Q Ynt ZHSS LIEMACE 9l #|0]| A2t SUSHA|
fUHMOZ BMS 7IELZ 57l ZEZZRE s O RS I[ELZ 571 ZEEZQE T
gt & 25712 ZEZERRE THSIUCL REZZRSS| X1t A& = =2[ BM THRl0l| A REXLO|
SULSE O 2 230t 0t A0 LS HO|= WS BHEE 4 AL £ 9| A0| A ORMIIX|Z 2 E BM HHRI0M FHXIM 7|1E

AT 4082 RI2/okD AT} (+)2l 2 HHLL.

0|2{$t Zat= 7= FF3FE 28X Span(Fully Explained)® 4= QICH= ZiS AAFSICE CHA| e, HEA Xpat 7HH 2ol
CAPM EE{ FF3F J2|1 Carhart 4 Factor 222 2 E BM tHRI0IM =2 2 X2 HRS 7| E9| &S MYsHX| 23ict,
Ol= 714 2H Yol Ao Y RS F7ksH= Ziof chgh 29| A2 ®AlstCt.
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2. Historical Performance of Models

[Figure 5] Cumulative Returns of HMLs

2

1.5

1

0.5

0
L e T e T e, T e, T e, S e, T e T e, I e T e T e, T e, T e, T e, T e, T e, e, e, e, e, O e, TR e, R e e, e B e |
2255555535555 555%%5553555555%
Mm W K~ O - = M N~ A =3 M Wy~ E =2 M W;, N~ = = M 0N~
22927590899 050058 45999005800
0O O =2 N M 1NN W I~ 0 O O N M g LV O I~ 0O © = N M < O ~ 0 O
0 OO O O O O O OO oo 0O O © © © o 0o © © =W = = = = < 4 < -
O O O O O O 0O 0O O 0O O O O O O O O O O O O o o o o o o
- - - - - - - < = =~ &N N &N &N & & & & & & & & N N N N}~

FF3F HML HML with Intangibles

Xt&: QRAFT Technologies, Compustat

Cteo=, FHAMAS FF3F & HMLO| Z7t5t0] AT R QtCt. [Figure 5]= 7|E FF3FQ| HMLT} REAtAS ZEsI0| MEH ZH 3t
HMLS| M1tE LIEPACE & of|o[E] 7|2+ 1989\ 3REE] 202014 722 Universe= NYSE, NASDAQ, AMEX A%
oM 27tX| B E Fama-French@t St et o 2 = £} RLCY

L

AL MTHE MTEE o 4 S, FF3F HMLZ SHAIALS T2{3t HML 25 1 407t ALs] HZEst 202 2R Et shxjat, 2
ax

| 2
ExritE ZEo HML2 FF3F HMLELHHS 2 40t HoF 1 oM 1 date| X0l= 2000 ZZFE Ho{N 22 S0 2 &
7

[Figure 6] Recent Annual Return of HMLs
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Xt=: QRAFT Technologies, Compustat
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3. Factor Validation

FF3F2| HMLO| f&RtAS ZBstoiof B} o
C}. mp2tA 2 HIo|H &= Michael R. Gibbons, Stephen A. Ross, Jay Shanken(1989)8 0| Af HIA|El #4591 GRS Test
FF3F, Carhart 4 Factor 2% CHt| 28X}MS 1243t 3 Factor 22 5! 4 Factor 20| LS MHHO| JE=71E A
20| %2 AlphaZ EO|=X|, =2 R-Squared 242 LIEIL = X| £ |48 &S Ta 7t ULt

rr
ek

M2 A 7120l Y2 0% BE2M 1 e ASsHE 20|

rx
ﬂlIHJ mh!
om o
2 2
N2
-~ o

ok i

rhc
o
2

L2 22 £ Spanning TestS ZIM$HC}. Spanning Tests= RHS(Right Handed Side)oll &3t= LIHX| WE{S0| 2t HEISS M
HE £ Q= JIE AmEE Ziolct, Y2, Fama-French(2015)= 1963HSE] 201371X|2] HIO|E{E S&l U.S Market0|M 5
Factor Model2 Z{Z 3t Ht7} QICE. O] CHE 471X| HE{SS CHAIQ 2 3t HML ME{2| Spanning Regression2| MM (2= 72|
00l 72 Ao R LIEFLLCE 0= HMLE O 0|4 2ZQ(redundant)stl CIE 47(X|9] WE{Z HML HE{Q| WF LAES
Spanned(Fully Explained)d = ASS LHSIUCE. StX| T, o|2{8t Zut7t FEXILE T2{Et HMLOIM 40[5tHA| LIEFICHH 7| =
HML2 22 3 210| o}, ME A ZF=|ojoF & 2io|C}.

(1) GRS Test
otzHe| &|HAlS Sl GRS TestE Al stCt.
Ryt — Rpp = a; + B1iFie + BoiFoe + o+ BLiFie + €5t
GRS Test= LHS(Left-Handed-Side)9] ZEZ2|2E1} RHS(Right-Handed-Side)2| TE| DAZtO] WA -EM T8M
(Efficiency)2 Z&sts WHolch M2 ZEER|Q £AE2| LMS0| SA|0 (Jointly) 022 L 0Lt BlojLt J=XIE &elst
£ Z0|Ct. of2l| 12 GRS testE 2|0|5tCt.

T T-N-L ' xylxa
_r v X ~F(N,T—N —
fGRS F(N,T—N—L)

N T-1-1 1+ a Xwlxgi

07|M a= 28 HMO| N X 1 HIE|S LIEKH T, 1= ZhA} SR M WTo| M FHA|, g= WE| X |20 2 ol LX14H,
2 TE] 2leo| SR Y| 2 FF2S LIEHHLE

GRS TestE TIdls}7|0]l %A, LHS(Left Handed Side) ZEEZ|QE FAUCE FEIIE AHE LTt ULt Lewellen, Nagel,
and Shanken (2010)° & %2 XH4IHA A =20 M AFRE|= W2l Size and BM 5x5 portfolioS LHS ZEZZ|RE &&=

A2 FEHSICHE U2 FUUCL ME2 o4y o WE S HACH= HO|HSE2 F= MR0M 7HE FE Size2t B/MO| IGHE £
& XI0|E MUY= 202 EltE S FRSIE SiCt SHX|TH LHS ZEE2| @ XHN|2| WE £} L 2L Hetsto|of o|2{%h
E2 BXHESIChE Ao\t ot 2 2|EEME Size?t BMS 2H 283t0] WE{E HE FF3F Z2to| HWE SHO= 57|

.l
Size and BM 5x5 portfolioE LHS ZEE2|2 2 &858tz 22 FF3F0| XILEX| A |28t #4E 2 HZst= AolC}.
2t A, olof cHst CitO = Lewellen, Nagel, and Shanken (2010)01A] AF2¢t gHH S x}E$HC} LHS ZEZZ| 22 Size?t BM
ZEZZ|Q0|M IX|= 240] OfL|2t SMB X HMLIIO| AFztA|4T} W2 HAS S A2 MM E2|Q= gtrlistet. o|E 26l HI
WA MEA LT SE2 Size, OP and InvE HIE O 2 2x4x42| 32712 ZEE2|RE LHSE 7 AsiC}.

r.‘at

Size(AM7tEd) 3t OP(FUE), Inv(FEXHE)S ALl 2X4X4 At WA= 32719 EEEZ|QE [MICE 0| AL kY= &
2 Sl BMO| HI2|=|7]0fl 2 2|ZE0M 0| El= YRS TSt HMLO| TE] RHS JHMAZH £ °'=XIE FBIMO = Pt
gt 4 ULt [Table 6]2 FF3Fet FEXIAE T2{s MEA A8t HMLE WA=l 3 Factor Model2| GRS Test Z3tE LIEHALCE,
GRSZ}9| p-valuezt2 25 Q2o|stA| LIEt T MEAH ZHEl HMLE 148t 3 Factor Model2| alpha2| Er{Zto| of S| LIELL A

HO| CS R4S HOELL,

e

A test of the effic
2|, S., & Shanken, J. (2010). A skeptical appraisal o

8 Gibbons, M.R., Ross, S.A. and Shanken,
Lewellen, J., Nz

ncy of a given portfolio”, Econometrica, V
sset pricing tests. Journal of Financial ec
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[Table 6] GRS Summary Table - Size OP Inv 32 Portfolios
GRSZLL 37| 2% ol g7 12 ©|0|8t0, p(GRS)E G

By 2t It 7; = EES2Q o] HR A48 0[$ITh . Ac?/ATE 2 B

SRS £7| 242 p-value ZHOICE. Ala;|= &

=X K9 7|cH

01, Alay| / Al7il = &
f

o Hgel BRO=

mEo ol gt HRo2 Lhe

& 2011, A(R?) 2 2|72 R-Square gt2 2|0/&.

GRS p(GRS) Ala;| Ala;| / Al Aa}/AT? A(R?) A(Adj R?)
Panel A: Conventional HML Portfolios
FF3F (Mkt SMB HML) 2.3627 0.000*** 0.240bp 0.3884 0.1931 0.7628 0.7608
Carhart 4 Factors (Mkt SMB HML UMD) 2.1690 0.000*** 0.189bp 0.3074 0.1155 0.7802 0.7778
Panel B: HML with Intangibles Portfolios
FF3F (Mkt SMB HML) 2.3206 0.000*** 0.239bp 0.3882 0.1940 0.7631 0.7612
Carhart 4 Factors (Mkt SMB HML UMD) 2.1094 0.000*** 0.183bp 0.2964 0.1080 0.7807 0.7783

Unit: 1bp =0.01

XAt=: QRAFT Technologies, Compustat
*** p-value < 0.01, **p-value < 0.05, *p-value <0.10

(2) Spanning Regression

Spanning Regression2 ME ZHEOA Z} WES0| 2 WSO 2d MYIISTX| HHET| st HASOICL. Fama-
French(2015)2t Brillas and Shanken(20171, 201812) Ol A= AFREl HO 2 Brillas and Shanken(20171°,201811)2 2} 4
E{7} Ct2 WE{ofl el MYots & HETL o] WE RASS Hlwsh=0| A0 SQsICtn FHSICE 2 HolHoME ol2{et
Spanning Regression2 7|Z2| FF3F HML CHH| 28 X}AHS 128t HMLO| B EFHM 0| A =T7HE A S| 28l &2sict.

[Table 7] Spanning Regression FF3F Model & 3 Factor Model with Intangibles
HloJE 7]7t2 1989 38 E| 20208 78 312 Universe= AMEX, NASDAQ, NYSEE 25 ZEelstRiS. Risk free Rate(Rf)= FREDS| 3-Month Treasury Bill: Secondary
Market RateE AFESHAS. 2= 2t9| gt XISTAIXF 129] Newey and West(1987) t-SAHIZF .

Intercept Mkt-Rf SMB HML R?
Panel A: Fama and French 3 Factor Model
Mkt-Rf 0.0058 - 0.4359 -0.2167 0.1282
(2.5112)* - (2.7341)** (-1.3833)
SMB 0.0004 0.2491 - -0.1249 0.1321
(0.2403) (6.13)*** - (-0.8284)
HML 0.0003 -0.1078 -0.1137 - 0.0487
(0.1243) (-1.2823) (-0.962) -
Panel B: 3 Factor Model with Intangibles
Mkt-Rf 0.0059 - 0.4359 -0.2167 0.1282
(2.5102%) - (2.8554)** (-1.3934)
SMB 0.0006 0.2443 - -0.0532 0.1112
(0.3441) (6.7234)*** - (-0.4395)
HML with Intangibles 0.0006 -0.099 -0.0434 - 0.0265
(0.2992) (-1.2789) (-0.4778) -
Xt=: QRAFT Technologies, Compustat “** p-value <0.01, **p-value < 0.05, *p-value < 0.10

[Table 7]2 FF3F 2nt FHXAE D2{3st HMLE E&3$t 3 Factor Model2| Spanning Regression ZItE LIEtHCE, 2M
FF3F 220lA HMLE #T{&EH, Alpha 20| 0.00032 2 LIELH= BHH, Panel B RAXHAE 11243t 3 Factor ZH0|A HMLS|
Alpha Zt2 0.00062 2 O 7| LIEHACE 2H0] ROI3HX|= gtoL, I X2 S Hol= 2 Wa 24 ZEE2(QE 1% A| HMLE
H7Hsh= 20| O 22848 IA #&AF(X| &S 2ln[sict. &, Alpha 2 WR-2M4 ZEER|Q7M A, O WE S HiF[sto{ = I
g 25| =712 meksh= Mzo|ct, 0[2{8 Alpha 2t2 71E FF3F 22 9| HML CHH| REXIAS 12 3 Factor Model2| HMLO| O
S 3| LIEF} CHE TE{F SHH M AT XM AHE 01820 W= HEZMe K842 FEAHtS 12{$t 3 Factor ModelO| S =

=S elo|gtct.

0 Barillas, F., & Shanken, J. (2017). Which alpha?. The Review of Financial Studies, 30(4), 1316-1338
Barillas, F., & Shanken, J. (2018). Comparing asset pricing models. The Journal of Finance, 73(2), 715-

754
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[Table 8] Spanning Regression Carhart 4 Factor Model & 4 Factor Model with Intangibles
HloJE 7]7t2 1989 3K E| 20208 78 312 Universe= AMEX, NASDAQ, NYSEE 25 ZEelstRiS. Risk free Rate(Rf)= FREDS| 3-Month Treasury Bill: Secondary

Market RateE A8 S. 2= 2F9| gt XICAIXF 129] Newey and West(1987) t-S A .

Intercept Mkt-Rf SMB HML UMD R?
Panel A: Fama and French 3 Factor Model
Mkt-Rf 0.0071 - 0.4108 -0.2968 0.2531 0.1904
(3.2707)** - (3.3108)*** (-2.3012)* (3.6106)***
SMB 0.0003 0.252 - -0.7798 -0.0124 0.1299
(0.201) (6.3707)*** - (-1.002) (-0.13)
HML 0.0016 -0.1511 -0.0994 - 0.2153 0.1304
(0.7847) (-2.0004)* (-1.2285) - (2.9081)**
UMD -0.0064 -0.0195 0.4101 - - 0.1180
(-3.7699)*** (2.7534)** (-0.1333) (2.4567)" -
Panel B: 3 Factor Model with Intangibles
Mkt-Rf 0.0072 - 0.4195 -0.3102 0.2500 0.1783
(3.2894)** - (3.5554)*** (-2.2431)* (3.4385)***
SMB 0.0004 0.2499 - -0.0429 -0.0242 0.1096
(0.261) (6.5203)*** - (-0.4803) (-0.2417)
HML with Intangibles 0.0019 -0.138 -0.032 - 0.1974 0.1060
(1.0029) (-1.9731) (-0.5216) - (3.0037)**
UMD -0.0065 0.2402 -0.039 0.4261 - 0.1133
(-3.9781)*** (2.6801)** (-0.253) (2.3947)" -
Xt&: QRAFT Technologies, Compustat “** p-value < 0.01, **p-value < 0.05, *p-value < 0.10

CH222 [Table 8]2 Carhart 4 Factor Model®t R¥Xitg 123t HMLES E®3H= 4 Factor Model®l Spanning
Regression Z2E LIEIHLE. 2| [Table 7]2| Zztet st sizto 2 2HXIAZ T2{8t HMLE| Alpha 340| LS 3 A| LIEIL CHE
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Appendix
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