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Risk Premium versus Mispricing: Empirical Analysis of
Abnormal Stock Returns to R&D Investments

Shoko HISADA

Abstract

This paper examines the interpretation of abnormal stock returns caused by R&D
investments ( expenditures ), which is risk premium or mispricing. Comparing
significances of each interpretation using same sample, it is conformed that the
mispricing is superior to the risk premium in Japan market. Additionally, analyzing the
relevance of R&D investment’s accounting treatment from a point of view of stock
market, the capitalizing R&D is better than the expensing. These results suggest that
stock market regards R&D investments as R&D capital partially.
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B0 12.48%| 1.90 2.86 6.50 1.22 fET4ME) 12.55%| 1.90 2.73  6.90 0.90 0.12
B=00h0) 11.60%| 1.90 2.85 5.91 0.94 #=4rfr| 11.39%| 1.90 2.68 5.78 0.95 0.08
UML) 10.79%| 1.90 2.92 4.50 1.47 SEPUSAZ) 10.00%| 1.90 2.67 4.36 1.00 0.06
FIhE) 8.48%| 1.90 2.92 2.26 1.40 A 8.04%| 1.90 2.82 2.32 0.95 0.06
Non_RD| 11.55%| 1.90 2.65 5.74 1.25 Non_RD| 11.55%| 1.90 2.65 5.74 1.25

2. 5P 7y 2 =y — 2 ™
fr™ | Ry R,~R; SMB HML fr*™ | Ry RsR; SMB HML RDHML
E—fr) 0.03%| 1.90 -2.74 -1.24 2.11 2.08%| 1.90 -2.57 0.87 1.20 0.67
B 1.19%) 1.90 -2.62 0.30 1.61 1.90%| 1.90 -2.86 0.39 1.22 1.25
B0 0.72%) 1.90 -2.84 0.50 1.15 1.36%| 1.90 -2.82 -0.15 1.26 1.17
L) 0.94%| 1.90 -2.97 -0.03  2.03 2.00%| 1.90 -2.75 0.12 1.39 1.34
S| -0.57%| 1.90 -3.05 -0.80 1.37 1.69%| 1.90 -2.71 -0.40 1.29 1.61
Non_RD} 1.05%| 1.90 -2.61 0.24 1.52 1.05%| 1.90 -2.61 0.24 1.52
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