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Abstract

One of the classic issues in business administration is whether managers can maximize profit. Thus,
this article aims to identify the causal factors regarding the maximization of companies’ market value to
subsidize decision-makers. The sample was extracted from the Capital IQ database and formed of non-
financial public companies from Germany, France, and England, considering the period from 1999 to
2019, with quarterly frequency. The study finds theoretical support from market-to-book decomposition
concepts as in Rhodes-Kropf, Robinson, and Viswanathan (2005), and uses the classical theory decision
model with hypotheses proposed by Lindenberg and Ross (1981), Hirschey and Wirchem (1984), Habib
and Ljungqvist (2005), Hertzel and Li (2010), and Belenzon (2012). The research adopted a t-1 period
lag in the independent variables in relation to the dependent variable to demonstrate the result of actions
of independent variables in the dependent variable in subsequent periods. Subsequently, correlation and
regression analyses were performed with panel data. The results show that the management of tangible
and intangible assets, goodwill, revenue, Ebitda, return on assets, research and development, advertising,
Capex, and return on equity contribute to increasing the companies’ market value, and they can be
maximized through good management. Therefore, because these variables are manageable, it is possible to
infer that managers are in the position to maximize companies’ market value.
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Andlise de fatores que influenciam o valor de mercado de empresas na Inglaterra, na Franca
e na Alemanha. Como os gerentes podem maximizar?

Resumo

Uma das questdes classicas em administragdo de empresas € se os gerentes sdo realmente maximizadores
de lucros. Assim, o presente trabalho tem como objetivo identificar os fatores causais que maximizam o
valor de mercado de uma empresa, a fim de sugerir agdes aos tomadores de decisdo. A amostra é extraida
da base de dados Capital IQ, de empresas publicas ndo financeiras de Alemanha, Franga e Inglaterra, no
periodo de 1999 a 2019, com periodicidade trimestral. Como suporte tedrico, foram utilizados conceitos
da decomposi¢ao do market-to-book sob a éptica de Rhodes-Kropf, Robinson e Viswanathan (2005), bem
como o modelo do processo de decisdo da teoria classica, com hipdteses propostas por Lindenberg e Ross
(1981), Hirschey e Wirchem (1984), Habib e Ljungqvist (2005), Hertzel e Li (2010), além de Belenzon
(2012). Considerou-se uma defasagem do periodo t-1 nas variaveis independentes em relagio a variavel
dependente visando demonstrar o resultado das agdes das primeiras na segunda em periodos subsequentes.
Depois, foi feita uma analise de correlagao e regressao com dados em painel. Os resultados mostram
que a gestao de ativos tangiveis e intangiveis, goodwill, receita, Ebitda, retorno sobre ativos, pesquisa e
desenvolvimento, propaganda, Capex e retorno sobre o patriménio contribuem para o aumento do valor
de mercado das empresas, sendo uma boa gestio de indicadores para maximiza-los. Portanto, como essas
varidveis sdo gerencidveis, conclui-se que os gestores podem aumentar o valor de mercado das empresas.

PALAVRAs-cHAVE: Valor de mercado. Alemanha. Franca. Inglaterra. Tomada de deciséo.

Andlisis de factores que influyen en el valor de mercado de empresas en Inglaterra, Francia
y Alemania. ;Cémo los gerentes pueden maximizarlo?

Resumen

Una de las preguntas clasicas en la administracion de empresas es si los gerentes son realmente
maximizadores de ganancias. Asi, el presente trabajo tiene como objetivo identificar los factores causales
que maximizan el valor de mercado de una empresa para sugerir acciones a los tomadores de decisiones.
Lamuestra se extrajo dela base de datos Capital IQ, empresas publicas no financieras de Alemania, Francia
e Inglaterra en el periodo de 1999 a 2019, con frecuencia trimestral. Como soporte teérico se utilizaron
conceptos de la descomposicion del market-to-book (valores de mercado contra valores contables) desde
la perspectiva de Rhodes-Kropf, Robinson y Viswanathan (2005), y el modelo del proceso de decision
de la teoria cldsica, con las hipétesis propuestas por Lindenberg y Ross (1981), Hirschey y Wirchem
(1984), Habib y Ljungqvist (2005), Hertzel y Li (2010), y Belenzon (2012). Se consideré un desfase del
periodo t-1 en las variables independientes con relacion a la variable dependiente, con el objetivo de
demostrar el resultado de las acciones de las variables independientes en la variable dependiente en
periodos posteriores. Posteriormente, se realizé analisis de correlacion y regresién con datos de panel.
Los resultados muestran que la gestion de activos tangibles e intangibles, fondo de comercio, ingresos,
Ebitda, retorno sobre activos, investigacion y desarrollo, publicidad, Capex y retorno sobre el patrimonio
contribuyen al incremento del valor de mercado de las empresas, y constituyen una buena gestion de
indicadores para maximizarlos. Por tanto, dado que estas variables son manejables, se concluye que los
administradores pueden maximizar el valor de mercado de las empresas.

PaLaBras cLAvE: Valor de mercado. Alemania. Francia. Inglaterra. Toma de decisiones.
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INTRODUCTION

Determining the market value of a company is not a simple task since there are several methodologies,
even conflicting ones, and many of them present a number of subjective variables, which can be
constructed or deconstructed according to the model used.

These suppositions are broad and involve not only equity elements, but also variables that
are difficult to prove, such as market trends, strategies, and the capacity of the intellectual capital
applied in the processes; as well as variables from external factors such as inflation rate, interest
rate, unemployment rate, GDP trends, country risk, and exchange rate, among others which are not
possible to manage.

For Habib and Ljungqvist (2005), the definition of a company’s value is the value of the
cash flows that a company’s assets provide by means of the use of these assets and for growth in
opportunities.

Theoretically, companies seek to maximize their value and thereby provide a greater shareholder
return. In order to do so, there are several factors that make up this increase in value, and many of
them are not observable, thus, difficult to measure. With the intention of maximizing the results by
means of a higher market value of the actions, the challenge arises as to how managers can optimize
their actions in order to be more efficient and effective in their actions.

Konar and Cohen (2001) analyzed the relationship between the performance of the
environment and the market value of firms. They also addressed the financial aspect over
time and the effect of the external environment on the market value of companies. Hirschey
and Wichern (1984) used accounting numbers to measure business performance because they
are widely disseminated and present a conservative nature. The authors question the fact that
accounting practices are different among countries, even though they maintain the qualitative
observable in their bookkeeping.

External factors such as macro and micro economy, and political factors, as they are not
subject to management by the managers, were not considered, especially because it is assumed
that the historical behavior of accounting variables in the database of this study are impacted in
the series.

The increase in the market value of the companies has been associated with an increase in the
competitive advantage that this company has in relation to its competitors, and as a consequence, a
greater expectation of future returns.

Vasconcelos, Forte and Basso (2019) relate intangible assets and their role in generating
competitive advantage, and Peteraf and Barney (2003) state that competitive advantage occurs when
the company is able to create more economic value in relation to its competitors, and for that it is
necessary that the company has a structure by means of its intangible assets in order to maximize its
economic value.

The market value is also estimated using the valuation method, and Damodaran (2006) explains
that the major valuation methods are settlement valuation, multiple valuation, and discounted cash
flow. In this manner, this paper aims to identify the variables that contribute to increase the market
value of a company considering the 3 main economies of Europe according to GDP: England, France,
and Germany. It is hoped that this paper contributes by indicating insights on how managers can
maximize the market values of companies, adding knowledge to both the practical market and the
readers of the newspaper.
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THEORETICAL FRAMEWORK
Value and evaluation: first considerations

Damodaran (2007) clarifies that the difference between value and price is essential to the
company’s evaluation process. While price is the common agreement between seller and buyer at
a given moment, since it is unique and exclusive of a specific transaction, the value depends on
several subjective factors. In their neoclassical economic approach, Friedman and Miles (2002)
argue that profit is the purpose of a company for its owners and shareholders, who invest capital
expecting a return.

Freeman (1984) through the theory of stakeholders, recognizes a positive effect in this relationship
between return and market value. Authors such as Jensen (2001), Brealey, Myers, and Allen (2008)
discuss the importance of aligning the stakeholder expectations with the companies’ financial
and economic performance and results. Freeman (1984), Hill and Jones (1992) and Donaldson and
Preston (1995) explain that this view corroborates the wealth generation process and directs the
actions of the managers towards the business, aiming at maximizing the results.

Modigliani and Miller (1961) argue that in perfect markets, with the premise that there
are no taxes or transaction costs, the dividend policy is irrelevant for the shareholders of
the companies. The increase in the market value of the company’s shares is directly related to the
amount of dividends distributed, thus, the companies that pay more dividends tend to have a lower
appreciation of their shares, making a return consistent with the investment risk to partners and
shareholders of the company. The authors also state that companies that distribute less dividends
tend to obtain a higher market value of the company by means of a greater appreciation of the
company’s shares. It is important to note that the return to the total shareholder corresponds to
the dividends paid and the increase in the market value of its shares in order to compensate them
in relation to the investment risk.

Vasconcelos, Forte and Barboza (2020) analyze the factors that impact a greater total return to
theshareholder, suggestingto the managers which variables could be managed in order to maximize the
total return to the shareholder, and as a consequence, the market value companies.

Gordon (1959) and Lintner (1956), in turn, according to the Dividend Relevance Theory
(or Bird-in-Hand Theory), claim that shareholders prefer current dividends, thus contributing to
stability and the reduction of uncertainty, therefore contributing to the increase of the company’s
market value. According to Black and Scholes (1974), studies of the monthly data on dividends,
prices and returns for each common share listed on the NYSE index demonstrated the lack of a
correlation between stock quotes and dividend policy, providing even more strength for the Dividend
Irrelevance Theory.

Copeland, Koller and Murrin (2002) explain that the market value of a company is based on
the expectation that investors have in relation to the future performance of the company; thus, the
returns obtained by the shareholders depend more on expectations than on the company’s effective
performance. According to Muller and Tel6 (2003), the subjective factors on the part of the evaluators
in relation to the methods and the measures used in the evaluations are directly impacted by the
previous experiences of the evaluators who are preparing the evaluation.

Table 1 shows the main methods of valuation of companies, not exhaustive.
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TABLE 1
Summary of company valuation methods

Economic Mixed Discounted . .
Balance sheet result (Goodwill) Cash Flow Value creation Options
Book value Profit value . Economic Value
model model Classic model Free Cash Flow Added - EVA Black e Scholes
Cash Flow

Simplified model

Adjusted book  Dividend value Equity Cash Return on Investment
of the European -

value model model Union Flow Investment - option

CFROI

Settlement Sales multiples Europea'n Capital Cash Project
accounting Other models .

value model model Flow expansion
experts model

Substantial Other multiples . Dividends Investment
Indirect method

value model models model postponement
Purchase Adjusted
method and Present Value Alternative uses
annual profits - APV
Models of
relative riskand  Other models
free risk

Other models

Source: Elaborated by the authors.

The gap between Book Value and Market Value

Vasconcelos and Marino (2020) state that there is a large gap between the book value and the market
value of companies which generates a difference between the balance sheet and the market value
of the entity and this impacts on the owners’” equity. This fact is due to some factors, including
conservatism and accounting prudence, especially in relation to the non-recognition of intangible
assets, and pricing based on market expectations for future earnings.

Also, Vasconcelos, Forte and Basso (2019) emphasize that intangible assets have been a
challenge for companies and market, both in the accounting aspect, recognition, measurement, and
the valuation on the impacts in the value creation for the shareholder and market value.

Moreover, the gap between the book value and the market value becomes larger in
intangible assets in subsequent recognitions, because according to IAS 38, the taxable events
that could capitalize intangible assets should be recognized as expenses for the year. The book
value reflects a position of the present and the past, derived from the accounting records. The
market value reflects the fair value of the asset, which has expectations of future gains or losses
(Damodaran, 2006).

Hirschey and Wichern (1984) state that the market value observes the present value and the
expectation of future profits of a company. In this manner, according to Fama (1970), on the premise
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of an efficient capital market, the prices of the market provide an unbiased estimate of the present
value of a company’s expectations of future profit and discounted cash flow, as a contrast, there are
also studies by authors such as Dontoh, Radhakrishman and Rones (2007) that suggest that the
prices of the shares may not be an appropriate reference to ascertain or contain information about
two counted profits.

For Sharpe, Alexander and Bailey (1995), market value is based on the cash flow that an investor
expects to receive in the future, and this cash flow must be discounted by a discount rate that reflects
the risk of the company and the country risk, and then the present value of this flow is added
(COPELAND, KOLLER and MURRIN, 1995). In turn, Gordon (1959) states that the market value
is driven by the estimate of future dividends that grow at constant rates, and that future dividend
flows are brought to present value based on the records of the company.

It is noteworthy that Gordon’s model is also known as an evaluation model with a constant
growth rate. This is a simplified alternative to assess the company’s share value because it does not
consider a gradual growth different from dividends, a fact that usually occurs in companies in the
real economy. Moreover, Damodaran (2006) and Ross and Westerfield and Jaffe (2016) state that
intangible assets influence the value of companies and modify their capital structure, their ability to
generate cash, value generation, and market value of the companies.

Decision taking

When approaching decision making, we consider vast field of science that has consequences for
success and failure. Ineffective decisions can be disastrous for a company, because it can impact
its survival and performance for years. However, when decisions are made correctly and with
planning, they can lead companies to pursue the best performance results. Based on our intangible
assets, what decisions should be made to maximize the brand value of the company? In order to
contribute to the empirical results of this study, it is important to understand decision-making
process.

One of the variances of the decision-making process is explained by Camerer, Loewenstein and
Prelec (2005) by their classical theory that individuals are rational, thus the process takes place in
controlled or automatic facts, so that individuals are based on cognition, that is, on reason; and on
affection or emotion. Similar to solving a mathematical problem, or to a programming logic, the
controlled processes direct the decision maker to use technical data to solve problems or fulfill their
objectives. They use reason as the major weighting point in the construction of their reasoning.

Complementing, and at the same time opposing to the controlled decision process, there is the
automatic process, which is characterized as an unconscious, simultaneous process that requires
much less effort compared to controlled processes. The automatic process then presents itself in a
secondary and automatic way in the individual, such as the act of eating or walking while performing
another activity.

Other studies assume that individuals do not act as rationally as defended by
classical theorists. Thaler (2016), for instance, explains that individuals are more likely to
make decisions by analyzing the short term in relation to the long term. In order to facilitate
the positive decision process, nudges were created, that is, procedures with positive results as
counterparts of sludges. Thus, it is imperative to determine procedures that bring good results,
as opposed to expected biases or bad procedures.
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Breakdown of market value into tangible and intangible assets

For Lev (2001), the company’s market value is conceptually reflected by the return provided by its
tangible and intangible assets. The role of intangible assets is observed by the growth of the market-
to-book ratio, which, according to Golubov and Konstantinidi (2019), represents the deviation of
assets by means of market multiples.

In the literature, many authors have tried to break the market value in different ways according
to their study bias, either by spending on research and development (JAFFE, 1986) or on advertising
(MEGNA and MUELLER, 1991) and branding (SIMON and SULIVAN, 1993).

Rhodes-Kropf, Robinson and Viswanathan (2005) broke the market-to-book into market-to
value and value-to-book, making the estimates by the fundamental value based on the industry’s
valuation and observable characteristics. The study was conducted with companies that carry out
mergers and acquisitions compared to the stock market-to-book in the period, and they concluded
that asset pricing failures vary according to the types of errors, with the buyer generally reaching
a value of up to 20% higher than the target; cases that reach 60% are due to specific errors of the
company, and this generates an overestimation in relation to the real value of the asset.

Due to the traditional view that the company uses its intangibles and tangibles assets on its
operation, it was considered the market value breakdown suggested by Lindenberg and Ross (1981)
is adopted for this study:

VM, = Boi + ATy + ALy + 84 (1)

Where:

VM = Market Value
AT = Tangible Assets
AT = Intangible Assets

In turn, intangible assets can be broken down into intangible assets properly accounted for and
into the goodwill, where:

[Ajp1 = 1A + GWe g + 804 (2)
Thus, the market value can be broken down into:
MV;y = Boi + TA—; + 1A + GW_; + 84 (3)

Where:

GW = Goodwill

MYV = Market Value
Al = Intangible Assets
TA = Tangible Assets

In order to answer the research problem of this paper, the assumptions based on the studies were
used: adjusted hypothesis (H1) - in the proposal by Lindenberg and Ross (1981) were used; hypotheses
2and 3 (H2 and H3) - in the studies of Hirschey and Wirchem (1984); hypothesis 4 and 5 (H4 and H5)
- in the studies by Habib and Ljungqvist (2005); hypothesis 6 (H6) - in the proposal of Hertzel and Li
(2010); hypothesis 7 and 8 (H7 and H8) - in Belenzon’s proposal (2012), and hypotheses 9 to 14 (H9 to
H14) - as an improvement in the authors’ understanding of the theme, making a total of 14 hypotheses.
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H1. The higher the tangible assets (TA), intangible assets (IA), and goodwill (GW), the higher

the market value (MV).
VM;; = Boi + ATeq + Al + GW, g + 804 (3)
H2. The higher the ratio of tangible assets (TA) by revenue (REV), the higher the market value
(MV).
_ .4 PiATies
VMit - 801 + B,REVit_, + €1 (4)

H3. The higher the tangible assets (TA), intangible assets (IA), research and development (RD),
and advertising expenses (ADVER), the higher the market value (MV).

VM;, = B + AT,_; + Al,_; + RD,_; + ADVER,_; + &, (5)

H4. The higher the expenses with research and development (RD), advertising (ADVER) and
capital (CAPEX), the higher the market value (MV).

VM;, = B, + RD,_; + ADVER,_, + CAPEX, ; + &4 (6)

H5. The higher the expenses with research and development (RD), advertising (ADVER),
capital (CAPEX), and revenue (REV), the higher the market value (MV).

VM;; = Bo; + RD,_; + ADVER,_; + CAPEX,_; + REV,_; + £, 7)

Hé6. The higher the tangible assets (TA), intangible assets (IA), capital expenditure (CAPEX)
and expenses with research and development (RD), the higher the market value (MV).

VM;, = Bo; + AT,y + Al,_; + CAPEX,_; + RD,_; + £, (8)

H7. The higher the revenue (REV), and expenses with capital (CAPEX) and research and
development (RD), the higher the market value (MV).

VM;, = Bo; + REV,_; + CAPEX,_; + RD,_; + &4 9)

H8. The higher the tangible assets (TA), intangible assets (IA), expenses with research and
development (RD), and revenue (REV), the higher the market value (MV).

HO9. The higher the expenses with research and development (RD), advertising (ADVER), and
goodwill (GW), the higher the market value (MV).

VM;; = Boi + B1RDjr—y + B1ADVER;—; + B GWje—y + &3¢ (11)

H10. The higher the expenses with research and development (RD) and advertising (ADVER),
the higher the market value (MV).

VM;; = Boi + B1RDjt—; + By ADVER;_; + €541 (12)

H11. The higher the investment in research and development (RD), capital expenditure
(CAPEX) selling, general and administrative expenses (SGA), the higher the market value (MV).

VM;: = Boi + B1RDj—q + B2CAPEX; 1 + B3SGAj—1 + €i¢1 (13)
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H12. The higher the earnings before interest, taxes, depreciation, and amortization (EBITDA),
the higher the market value (MV).

VM;; = Boj + B1EBITDA;i—1 + ¢4 (14)

H13. The higher the return on assets (ROA), the higher the market value (MV).
VM;e = Boi + B1ROAj—1 + &i0—1 (15)

H14. The higher the return on equity (ROE), the higher the market value (MV).

VM;: = Boi + B1ROEj_1 + €j¢—1 (16)

METHODOLOGY

This present paper is aimed to verify whether the decision process follows a maximizing procedure.
The first step is to measure the variables that contribute to the market value of a company, using
the concepts of the breakdown of the market-to-book in the view of Rhodes-Kropf, Robinson and
Viswanathan (2005) and the model of the decision process of the classical theory.

The database is Capital IQ. Data were obtained from 1999 to 2019, in a quarterly basis, and
econometric tests were performed with the Stata-15 software. After the loss of the degree of freedom,
due to the delay of 1 period, as well as the missing data in part of the inexistent database, the final sample
of the research is composed of 42,427 observations, as shown in table 2.

The 1-period lag in the independent variables is due to the term of the impacts of the variables not
being immediately in the dependent variable, assuming a period of maturation of the lag for the impacts.

In this study, companies from England, France, and Germany were selected because, according
to the website https://europa.eu/, they have the three highest gross domestic product (GDP) in 2019,
in this way as a premise it was considered that the companies wished countries present a greater
economic representativeness among the countries of Europe.

TABLE 2
Observations per country

Country Observations

England 23,798
France 9,610
Germany 9,019
Total 42,427

Source: Elaborated by the authors.
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Research variables

Table 3 shows the variables extracted from the Capital IQ database, as well as their respective
acronyms, description, and code in the database.

Acronym

ADVER
CAPEX
EBITDA
GW

IA

LSP

RD
REV
SGA
SO

TA
TOA

Code (Capital IQ)
IQ_ADVERTISING
IQ_CAPEX
IQ_EBITDA
1Q_GW
IQ_GROSS_INTAN_ASSETS
IQ_LASTSALEPRICE
IQ_RD_EXP
IQ_TOTAL_REV
IQ_SGA
IQ_SHARESOUTSTANDING
IQ_GROSS_TAN_ASSETS
IQ_TOTAL_ASSETS

TABLE 3

Research variables

Meaning
Advertising Expenses
Capital expenditure
Earnings before interest, taxes, depreciation and amortization
Goodwill
Intangible Assets
Market price - Year End
Research and development
Net Revenue
Selling, General and administrative
Stock number
Tangible Assets
Total Assets

Source: Elaborated by the authors.

Construction of variables

According to table 4, some variables in the database were calculated in this work in order to analyze
the market value of the companies.

Variable

MV

ROA
ROE

RTAREV

TABLE 4

Construction of variables

Variable description

Market Value

Return on Assets

Return on Equity

Ratio of Tangible Assets and Net Revenue

Variable calculation

MV = Market price Year End x Stock number

ROA = Net Income/ Total Assets

ROE = Net Income/ Equity

RTAREV =Tangible Assets/ Net Revenue

Source: Elaborated by the authors.
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DISCUSSION OF RESULTS

Concerning to answer whether managers are performance maximizers, we identified the insights
that may increase the market value of the company, Panel data tests and regressions were
performed and summarized in tables 5, 6 and 7, where data descriptive statistics are presented,
and tables 8, 9 and 10 present the correlations of the data by hypothesis.

In order not to generate bias in survival analysis, the database presented a panel with unbalanced
data, especially due to missing data, Thus, in order to avoid losing a degree of freedom as an
assumption of stationary data, the Unit Root Test was not considered, with no prejudice to analysis.

According to table 2, the database is composed of non-financial publicly traded companies from
England, France, and Germany available in the Capital IQ database, There were 23,798 observations
from 483 companies in England; 9,610 observations from 157 companies in France and 9,019
observations from 158 companies in Germany.

The values of RD, ADVER, and CAPEX are negative because they decrease the economic effect
on the Income Statement; while MV, TA, IA, and GW are positive because they are values capitalized
in the balance sheet, and REV for presenting an economic increase in the Income Statement. French
companies did not present values for ADVER in the Capital IQ database for the period.

TABLE 5
Descriptive statistics - England

Variable S-td.. in. c Ne Of.
deviation Companies

ADVER -1,26E+02 5,84E+03 -333709 0

CAPEX -1,76E+06 9,66E+06 -2,15E+08 0

EBITDA 4,55E+06 2,17E+07 -5,66E+07 7,08E+08

GW 2,33E+07 2,17E+08 0 7,63E+09

IA 7,07E+06 9,97E+07 0 4,35E+09

Mv 1,19E+13 6,56E+13 0 2,59E+15

RD 23798 -7,40E+04 1,00E+06 -3,04E+07 0 483
REV 3,27E+07 124000000 7,70E-04 1,98E+09

ROA -1,01E+01 1,68E+03 -259331 3,22E+03

ROE 3,78E+02 6,16E+04 -2,58E+06 6,43E+06

RTAREV 4442393 6,00E+07 0,000013 5,39E+09

SGA -3,65E+06 1,55E+07 -4,02E+08 0

TA 1,37E+08 4,95E+08 0 8,41E+14

Source: Elaborated by the authors.
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TABLE 6
Descriptive statistics - France

Variable o Mean Std. deviation in. 5 N° of Companies

ADVER 0,00E+00 0 0 0

CAPEX -2,45E+04 1,27E+05 -3778615 0

EBITDA 1,34E+05 1,06E+06 -2,32E+06 5,73E+07

GW 7,57E+04 3,14E+05 0 1,11E+07

IA 3,40E+04 235880,3 0 5,82E+06

MV 8,02E+11 7,28E+12 0 1,73E+14

RD 9610 -4,78E+03 3,93E+04 -7,62E+05 0 157
REV 6,45E+05 2190689 3,50E-03 4,12E+07

ROA -5,29E+02 5,34E+04 -5235868 1,36E+05

ROE 3,65E+03 3,24E+05 -3,70E+06 2,73E+07

RTAREV 205887 8,61E+06 0,0000205 5,32E+08

SGA -1,32E+05 4,92E+05 -1,28E+07 0

TA 2,14E+06 7,57E+07 0,11557 4,95E+09

Source: Elaborated by the authors.

TABLE 7
Descriptive statistics - Germany

Variable 5 Mean Std. deviation Min. [ EVE N° of Companies

ADVER -1,12E+03 21098,18 -984921 0

CAPEX -2,13E+04 267710,2 -11900000 0

EBITDA 1,49E+05 2,14E+06 -7,07E+06  1,25E+08

GW 1,22E+05 7,63E+05 0,00E+00  1,29E+07

IA 4,65E+04 3,60E+05 0 1,01E+07

MV 7,33E+11 8,15E+12 0 1,72E+14

RD 9019 -1,40E+04 1,29E+05 -3,37E+06 0 158
REV 7,36E+05 3306104 5,10E-04  1,08E+08

ROA -2,43E+01 2,39E+03 -226228 9,19E+03

ROE -8,19E+02 2,10E+05 -1,31E+07  1,41E4+07

RTAREV 882519,2 4,06E+07 0,0000164  2,71E+09

SGA -1,44E+05 6,38E+05 -1,93E+07 0

TA 22855068 1,57E+07 0,664 8,85E+08

Source: Elaborated by the authors.

The correlation in tables 8, 9 and 10 indicate that there is a positive relationship between MV and
TA, IA, GW, REV, EBITDA, and ROA, showing that the higher their values, the higher the MV of the
companies, while RD, ADVERT, CAPEX, and ROE indicate that there is a negative correlation with
MV. Since RD, ADVERT, CAPEX, and ROE are graphically represented by negative values, it can be
concluded that the higher the expenses on these variables, the higher the company’s MV. The correlations
among the variables by hypotheses in general were low correlations among the variables and the MV.
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Tables 11, 12, and 13 show the econometric results of the 14 hypotheses by country.

For companies in England and Germany, the hypotheses H1, H3, H4, H5, H6, H7, H8, H9, H11
and H12, using the R?, the independent variables indicated a high percentage of explanation for the
dependent variable.

For companies in France, only the hypotheses H1 and H9, through R? indicated that the
independent variables have a high percentage of explanation of the dependent variable, the other
hypotheses presented a low explanatory power.

The panel 1 compares the results of the hypotheses of this study, with the studies previously
carried out, and it is noticed an adherence of the variables to the results obtained. All hypotheses
after using the Hausman tests, they presented a panel model with a fixed or variable effect, after the
Wald test, the results indicated the presence of heteroscedastic data and after the Wooldridge test,
the results indicated the presence of non-auto correlated data. All hypotheses had a significance level
of 1%.
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FINAL CONSIDERATIONS

The present study was aimed to identify whether managers are maximizers, and for that, the
determinants that contribute to the increase in the companys market value were analyzed.
Accounting and financial measures were studied in order to analyze their influence on the market
value, thus serving as a useful tool for decision makers in order to improve the assertiveness in the
decision-making process to increase the market value of a company.

In order to carry out this research, 14 hypotheses were tested using the panel data model and
samples extracted from the Capital IQ database of publicly traded companies in Germany, France
and England, except financial companies, from 1999 to 2019 on a quarterly basis.

The lag of 1 period in the independent variables was performed in relation to the dependent
variable. These companies were analyzed using a regression model with panel data. In all cases, the
results indicate that the independent variables are good measures of MV measurement, however only
the hypotheses H1, H3, H4, H5, H6, H7, H8, H9, H11, and H12 plus the independent variables had
a good percentage of explanation of the dependent variable for companies in England and Germany.

For companies in France, only hypotheses H1 and H9 had a good percentage of explanation for
the dependent variable. Besides the regression outputs the explanatory variables are not significant,
concerning the correlations, there were positive and negative correlations with the MV, and in both
cases they are aligned with the hypotheses because the positive correlations and the independent
variables have negative values because they refer to expenses in the Income Statement. Such results
are in line with the research carried out on the decomposition of the market-to-book in the view
of Rhodes-Kropf, Robinson, and Viswanathan (2005), and the model of the decision-making
process of classical theory, with hypotheses proposed by Lindenberg and Ross (1981), Hirschey and
Wirchem (1984), Habib and Ljungqvist (2005), Hertzel and Li (2010), Belenzon (2012).

In general, through this study, it is suggested that the management of the variables TA, IA, GW,
REV, EBITDA, ROA, RD, ADVER, CAPEX, and ROE contribute to the increase of companies’ MV,
and they are good drivers for the decision makers maximize the companies’ market value.

It is noteworthy that this article does not claim to end up all aspects of the issue, but to be a
means and aim at a better understanding. As a suggestion for improvement and future studies:
(1) separating companies by segments, (2) using other independent variables to test their influence
on MYV, (3) incorporating total shareholder return in the modeling (TSR) in relation to market value
and (4) using macroeconomic factors in modeling.

© ©

ISSN 1677-2067

Revista de Gestao dos Paises de Lingua Portuguesa, v. 21, n° 1, p. 43-66, Rio de Janeiro, Jan./April 2022.




REFERENCES

BELENZON, S. Cumulative innovation and market value: evidence from patent citations. The Economic
Journal, v. 122, n. 559, p. 265-285, 2012.

BLACK, E; SCHOLES, M. The effects of dividend yield and dividend policy on common stock prices and
returns. Journal of Financial Economics, v. 1, n. 1, p. 1-22, 1974.

BREALEY, R. A;; MYERS, S. C.; ALLEN, E Principios de finangas corporativas. 8 ed. Sdo Paulo: McGrawHill,
2008.

CAMERER, C. F; LOEWENSTEIN, G.; PRELEC, D. Neuroeconomics: how neuroscience can inform
economics. Journal of Economic Literature, v. 43, n. 1, p. 9-64, 2005.

COPELAND, T. E.; KOLLER, T.; MURRIN, J. Valuation: measuring and managing the value of companies.
2 ed. Nova York: John Wiley & Sons, 1995.

COPELAND, T. E.; KOLLER, T.; MURRIN, J. Avalia¢do de empresas. Valuation: calculando e gerenciando o
valor das empresas. 3 ed. Sdo Paulo: Makron Books Ltda., 2002.

DAMODARAN, A. Damodaran on valuation: security analysis for investment and corporate finance. 2 ed.
Nova York: John Wiley & Sons, 2006.

DAMODARAN, A. Avalia¢ao de empresas. 2 ed. Sio Paulo: Pearson Prentice Hall, 2007.

DONALDSON, T.; PRESTON, L. E. The stakeholder theory of the corporation: concepts, evidence, and
implications. Academy of Management Review, v. 20, n. 1, p. 65-91, 1995.

DONTOH, A.; RADHAKRISHMAN, S.; RONES, J. Is stock price a good measure for assessing value-relevance
of earnings? An empirical test. Review of Managerial Science, v. 1, n. 1, p. 3-45, 2007.

FAMA, E. Efficient capital markets: review of theory and empirical evidence. Journal of Finance, v. 25, n. 2,
p- 383-417, 1970.

FREEMAN, M. Strategic management: a stakeholder approach. Boston: Pitman, 1984.

FRIEDMAN, A. L.; MILES, S. Developing stakeholder theory. Journal of Management Studies, v. 39, n. 1,
p. 1-2,2002.

GOLUBOV, A.; KONSTANTINIDI, T. Where is the risk in value? Evidence from a market-to-book
decomposition. Journal of Finance, v. 74, n. 6, p. 3135-3186, 2019.

GORDON, M. Dividends, earnings and stock prices. Review of Economics and Statistics, v. 41, n. 2, p. 99-
105, 1959.

HABIB, M. A,; LJUNGQVIST, A. Firm value and managerial incentives: a stochastic frontier approach. The
Journal of Business, v. 78, n. 6, p. 2053-2094, 2005.

HERTZEL, M. G.; LI, Z. Behavioral and rational explanations of stock price performance around SEOs:
evidence from a decomposition of market-to-book ratios. The Journal of Financial and Quantitative
Analysis, v. 45, n. 4, p. 935-958, 2010.

HILL, C. W. L; JONES, T. M. Stakeholder-agency theory. Journal of Management Studies, v. 29, n. 2, p. 131-
154, 1992.

HIRSCHEY, M.; WIRCHERN, W. Accounting and market-value measures of profitability: consistency,
determinants, and uses. Journal of Business & Economic Statistics, v. 2, n. 4, p. 375-383, 1984.

© ©

ISSN 1677-2067

Revista de Gestao dos Paises de Lingua Portuguesa, v. 21, n° 1, p. 43-66, Rio de Janeiro, Jan./April 2022.




INTERNATIONAL ACCOUNTING STANDARD. IAS 28 - Investments in associates and joint ventures.
2017. Available at: <https://www.ifrs.org>. Accessed on: Mar. 30, 2022.

INTERNATIONAL ACCOUNTING STANDARD. IAS 38 - Intangible assets. 2018. Available at: <https://
www.ifrs.org>. Accessed on: Mar. 30, 2022.

JAFFE, A. B. Technological opportunity and spillovers of R&D: evidence from firm patents, profits and market
value. American Economic Review, v. 76, n. 5, p. 984-1001, 1986.

JENSEN, M. C. Value maximization, stakeholder theory, and the corporate objective function. Journal of
Applied Corporate Finance, v. 22, n. 1, p. 32-42, 2010.

LEV, B. Intangibles: management, measurement, and reporting. Washington, DC: Brookings, 2001.

LINDENBERG, E. B.; ROSS, S. A. Tobin’s q ratio and industrial organization. Journal of Business, v. 54, n. 1,
p- 1-32, 1981.

LINTNER, J. Distribution of incomes of corporations among dividends, retained earnings, and taxes. The
American Economic Review, v. 46, n. 2, p. 97-113, 1956.

MEGNA, P; MUELLER, D. C. Profit rates and intangible capital. The Review of Economics ans Statistics,
V.73, 1. 4, p. 632-642, 1991.

MILLER, M. H.; MODIGLIANTI, E. Dividend policy, growth, and the valuation of shares. The Journal of
Business, v. 34, n. 4, p. 411-433, 1961.

MULLER, A.; TELO, A. R. Modelos de avaliagio de empresas. Revista da FAE, v. 6, n. 2, p. 97-112, 2003.

PETERAE M. A; BARNEY, J. B. Unraveling the resource-based tangle. Managerial and Decision Economics,
v. 24, n. 4, p. 309-323, 2003.

RHODES-KROPE, M.; ROBINSON, D. T.; VISWANATHAN, S. Valuation waves and merger activity: the
empirical evidence. Journal of Financials Economics, v. 77, n. 3, p. 561-603, 2005.

ROSS, S. A.; WESTERFIELD, R. W,; JAFFE, J. E. Corporate finance. 11 ed. Nova York: McGraw-Hill, 2016.
SHARPE, W. F; ALEXANDER, G. J.; BAILEY, J. V. Investments. 5 ed. Nova Jersey: Prentice Hall, 1995.

SIMON, C. J.; SULLIVAN, M. W. The measurement and determinants of brand equity: a financial approach.
Marketing Science, v. 12, n. 1, p. 28-52, 1993.

THALER, R. H. Behavioral economics: past, present, and future. American Economic Review, v. 106, n. 7,
p- 1577-1600, 2016.

VASCONCELOS, T.; FORTE, D.; BASSO, L. E. C. The impact of intangibles of German, English and Portuguese
companies: from 1999 to 2016. Revista de Administragdao Mackenzie, v. 20, n. 4, eRAMF190164, 2019.

VASCONCELOS, T.; FORTE, D.; BARBOZA, E L. M. Is intangibility a rewarding strategy? A study on
European shareholders returns from 1999 to 2019 (Working Paper). 2020.

VASCONCELOS, T.; MARINO, R. Relation between intangible assets, macroeconomic environment and
market value of German public companies — period from 1999 to 2016. Revista Brasileira de Administracio
Cientifica, v. 11, n. 3, p. 1-14, 2020.

© ©

ISSN 1677-2067

Revista de Gestao dos Paises de Lingua Portuguesa, v. 21, n° 1, p. 43-66, Rio de Janeiro, Jan./April 2022.




© ©

ISSN 1677-2067

TIAGO DE VASCONCELOS

ORCID: https://orcid.org/0000-0001-6166-0078

Ph.D. in Business Administration from Universidade Presbiteriana Mackenzie; Professor at the Accounting, Controllership and Finance
Postgraduate Program at the Accounting, Actuarial and Financial Research Institute Foundation (FIPECAFI).

E-mail: tiago.vasconcelos@fipecafi.org

DENIS FORTE

ORCID: https://orcid.org/0000-0002-2933-2039

Ph.D. in Business Administration from Universidade Presbiteriana Mackenzie; Adjunct Professor at the Center for Applied Social
Sciences at the Postgraduate Program in Business Administration at Universidade Presbiteriana Mackenzie.

E-mail: denis.forte@mackenzie.br

Revista de Gestao dos Paises de Lingua Portuguesa, v. 21, n° 1, p. 43-66, Rio de Janeiro, Jan./April 2022.




