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Valuation and Earnings Information Contents Based on

Financial Ratios

Ryu Sung Yong#*/Kim Dong Chool#*

Abstract

The purposes of this research are to analyze information contents of net book value and
earnings. If investors use Net book value and earnings to their investment strategies, These
informations are positively to be correlated with future corporate value. Research methodologies
applied are theoretical and empirical ones.

Results of the study are as follows:

First, as investors form their investment portfolios, PBR and ROE are good indicator in finding
out undervalued and overvalued corporation.

Second, present earnings are differently reflected in future stock prices. Price-earnings correlation
of undervalued corporations are higher than that of overvalued ones.

Results of this study imply that investors can utilize net book value and earnings to their

investment strategies.
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