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Companies Whose Price to Book Ratio (PBR) is Less
Than 1 and Corporate Governance

Shinya Tsujimoto
Nippon Life Global Investors Singapore

Abstract:

Corporate governance might affect the fact that there are many Japanese companies whose stock
prices are below book value per share (BPS). When corporate governance applies to a company
with a price to book ratio (PBR) under 1, we can expect to see alternative use and liquidation of
fewer operating assets. In this case, the stock price has a stronger relationship with book value in-
formation than earnings information. The empirical results show that the stock prices of compa-
nies with better corporate governance have a stronger relationship with book value information.
The relatively weak relationship with earnings information is only partially supported.

Keywords:
corporate governance, price to book ratio (PBR), book value per share (BPS), residual income
model





