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Abstract

In this paper, we provide application strategies of representative finance and
investment metrics using breakdown properties of Return On Equity(ROE). The
research discusses the relationship of ROE for finance and investment metrics such
as Return On Asset(ROA), Return On Invested Capital(ROIC), Price Book
Ratio(PBR), and Price Earning Ratio(PER). Furthermore, we provide three different
perspectives of its purpose and utility of Residual Income(RI) Models, Market
Value(MV) Models and Enterprise Value(EV) Models.
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1. A &
714l A= AAA FA(Liability)9F A2 (Equity) 0.2 =& 23t a&%4
OJ A4k (Asset) 29 E3t9] o] A (Return, Profit) & =3t} o] = 3 (Cash)3}
H ool Ve AEDHNA wlg FR3H. oS FAHse AFAREE FTA
54 +9J4& YElE ROEReturn On Equity)7} 9lEd ol &R o] &3} A

A
FEHEAZ FAAEE ROASHS] #AE Fetd + e XA Axolvh 1y
ROE+= AW A Hl&o] =2 7|do] Aol A ®ox LBO(Leveraged Buyout)
Ao o3 mio] A o] H7] F% Aol AUtk

T AR 3= A9 FASUEE A FAe FUtE SR AE
(Asset Turnover, "&H/F A b)o] Zrolxm HFzjo o]gt 2AEH|L&F7F= o] 9 o]
Faso] wjEd o] E(Profit Margin, 0]9/m&H)o] ol WA 4 o= ROEZ}
k2] Al gk o] % ROEE A%t B AlFAxete #AE &8 Fdxs sof
dof &ntE FA]o] 7hEdiu

kA 2 AF A= ROES A A 12(Systematic Review)E &3 492 &4
2] ROAReturn On Asset)[2,3], 9 FAAE 3 EVA(Economic Value Added) T4
9] ROIC(Return On Invested Capital)[5,6], FAF(Investment) ¥7°] PBR(Price Book
Ratio), PER(Price Earning Ratio)[1,4] G° A< AF-A xele] A Fx2d w
2 Al 54 oo mE AEWks AAlstaar g

2. ROE°| A ROA9 2 &4et

ROE(Return On Equity)© F37F A&st= AL JEZ (DA Z o
ROA(Return On Asset)¢} AFdAH A= A3 H T},

ROE = Return/Equity
= (Return/Asset) X (Asset/Equity) (1)
= ROAx A F# ¥ 2] A
=(Return/Sales) X (Sales/Asset) x (Asset/Equity) (2)
ROAE CEO =+ CFO7} Azsles AAold &= ()23 Zo] £94E YEE=

rulo

“H%O] 1E (Profit Margin)® &%4S YEdl = }Jﬂ Lg(Asset Turnover) & T4
A= 93ke] AAE YEY 15877 AlES defske lﬂﬂﬁ}ﬂo
2o wjFEolego] AW, AVMAES dF EAAvie= Fay wi
2 wjEo)gELS Foy zksl A &0l Atk ROEE ROAE AFUAHIAE o] &34
TAES AA T F Aoy wEFdo] FIEHA v A =g FAo] ok x4

o= Q3 M&AS tdo]l € & = TAEE 7FA 2 o 4y o= ROEE
ROAR T} =Lt}

Fl
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ROAE %30l 9 (Residual Income) =&, A|771X] MV (Market Value) 238, 714713
(Enterpirse Value) =& o2 Yetlld 3)a 3 2tk A7A roypys FFANFIE
(MARR: Minimum Attractive Rate of Return)® CAPM(Capital Asset Pricing
ModeDell &l (4)2] e o]af k=3,

RI = Return - rqypy X Equity (3)
MV = (Return - rgypy X Equity) / reqpar

EV = Equity + (Return - roypy, X Equity) / roypur (4)
Teaps = Tp+B X (r, — ;) 5)

DA ANA AZ7EA MVE o3} A4S
MV = Return/(r—g)2 r& 9dES A&7} nj
A e wE A ddets FAEFIES Uiy
A A1 %¢] Risk Premiume WEW L g AA A A8 S ‘/}E]r‘ﬂ‘_ W e} Al 5= o] T}.[3]

(3)A S Equity2 2 RI=(Return/Buity—r o py,) X Buity = (ROA—r1 ) ) X Bquity 2 %
o] o] ROAZE rpyp BT & 7450 MVel EVZ7E #A Xt

3. ROE4 A ROIC® Z &<t

Aprkat F-A = <Figure 1>9] (a)9h 2o 993 S§ @AM EFdrh 9T
& A aAHE HHEZH:‘JA APAT A, AeHg, FEAte s FAHEY 9
Al wGA T, Adea, §AFdsEdE, oldWdA A Tog FAgEE Heox
B A3 &7

Aoty FFFA= FA7IAd =, AHA T oA ol FE A
TeEe] v gAiteltt ol& A=A E+FA ] FAS o] &3t AEsH (6)4
Zomn olE YAdlZn (MGG n)= YERY <Figure 1>3 vl <Figure 1>
o AE Ex Equity, 322 IC+= Invested Capital, A& 9 gl NOPLATLS
Net Operating Profit Loss Adjusted Tax, & ZY 5 ND+= Net Debt, A|&2n]&
NI= Net InterestE YWERH F3hAHE IC AlLHA] 71dmbch + 24 A1 W &o] o]
7 2l

8o

= (BT EA) - (YA A)
— (FYA-FQRA) - (FEAN-FFRA)
E =1C - ND (6)

<Figure 1>2] (b)olA tiAtz=E (A G g )l 9 gt &AL (EEE A LEA) 2]
AFA43= R = NOPLAT - NIZ yehd® ROEF ROICS] #AE (A3 2t} [3]
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<Figure 1> Balance Sheet

og ?j X]—ﬂ' oé] (ﬁ l?‘iH lE,——‘S’}—X]'%qC) _{L:i}'?:} %(ND)
w52l —AFgdoele] | —AFAF]H]E(ND)

L 9 2} A} K

T, WX}L <Ei] (NOPLAT) 22 (E)

. N Eae)

: ROA 710l 2 (R) ‘ROIC 7] Z0] A (R)

ROE
(a) )
ROE = R/E

= (NOPLAT - ND/E

= NOPLAT/E - NI/E

(NOPLAT/IC) x (IC/E) - (NI/ND) x (ND/E)

(ROIC) x (ND+E)/E - (NI/ND) x (ND/E)

ROIC x (1+ND/E) - (NI/ND) x (ND/E)

ROIC + ND/E x (ROIC - NI/ND) (7)

(M2 ollA] ND/E= AlFdlM e A2 o]& o]&3te] ROEE 7 4 Ut
<Figure 1>¢] (b)ol A 5 (Debit)®] EFQJIAEHEE& rpet AHE(Equity) ] #7124
H 88 rpol 9 gk WACC(Weighted Average Cost of Capital) 7y, oo (823 22
o orpe AAlERIE ATH[3]
Pwace=7p X (1—HAA L)< (Debt/ Asset) +ry < (Equity/ Asset)

Z 3o ¢ o] 9} (Residual Operating Income)< EVA(Economic Value Added) 7§32
=2 EVA, MV, EV 232 (9)4], (10)2] 3 2t}

EVA:NOPLATfrWrACCX]C (9)
MV=(NOPLAT— 1y 00%<10)/Twice
EV: [C+ (NOPLAT_TLVAOCX[C)/TPVACC (lo)

DAL ICE 243H EVA=(NOPLAT/IC— 1y, 00) X IC= (ROIC— 1y o) X IC
2 EVA+ ROIC7} ryyecitt 2 A5 MV EVZE AXIth
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4. ROEY| A PBR, PER® & &3¢t

ROE+ Return/Equity® Returne Earning, EquityE Book, F7}& Price?] FA}b
(Investment) X ¥ 2 Yep™ (11)3 2t

ROE = Return/Equity
= Earning/Book
EPS/BPS
(EPS/Price) x (Price/BPS)
(Price/BPS)/(Price/EPS)
PBR/PER (11)

(1))l A4 EPS(Earning Per Share), BPS(Book Per Share)= CFPS(Cashflow Per
Share), SPS(Sales Per Share)?} #o] F9 AF7HAE YEW= A Folx
PER(Price/EPS), PBR(Price/BPS)= PCR(Price/CFPS), PSR(Price/SPS)¢} #o] 3| A}
of AR Al dg Frhel ARsh Er wA} oRE setar] f@ FAA T,
PEReE 24X roypy G5 BARE 59 Earningo] 71oF PER7} #ol#] il o] &
ARl reupyrs TEAIACE St ROEZE AA Fol oA wje 4l F2o] Hr}, n}
ZH7hA 2 PBRO] &5 Booko] Ztetof PBRe] 71A#]aL o]i= Price 57+l Hl&l Book A
wol  APsslel AAWA wHAN FHo wWrhaey EANGE 53
PER,PBR,PCR,PSRG©| #& 7% ztzte] Fxo] 7|Fgkedl Hla| 2] F717F A3
7F H ek gkt

249] (3)4 RI= Return—rq < Equity S FAAER vl H RI= FEarning —rycc <X Book
olv] MV, EV 3 (12)2%

MV = (EPS_ TWYACOXBPS>/TIVACC

EV = BPS+ (EPS—1y.400XBPS)/7yicc (12)
5. 4 &
AT E FF499 Aol He AR E ROEY w725 ol &3t A
s wAe ofg AEWets ARbskAth @A wAAAe ROA, 9 HFaFARE2
EVA #A A9 ROIC, T34l

OA BATZAe] we XY S4L w=olal Al 74 BhelHe] 2ol
AR MV)R S, 7
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