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Relative Pricing Multiple on Book Value of Equity and
Earnings of Bankrupt Firms

Hyun-Dai, Shin*
Abstract

This study examines that pricing multiple on and incremental explanatory power of equity book
value(earnings) increase(decrease) as financial health decrease. Test using a sample of 75 bankrupt
firms and test using a cross-sectional, pooled sample both yield inference consistent with
predictions. It is thus hypothesized that the more bankrupt time are, the higher(lower) pricing
multiple book value of equity(earnings) obtained. Findings are robust to inclusion of for debt/assets
ratio, ROA, and ROIC. Overall, the results is the hypothesis.

Key Words: book value, financial health, bankrupt firms
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