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The Influence on Enterprise Value of R&D Costs of KOSDAQ
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Abstract This study examines the ratio of R&D expenses in intangible assets for pharmaceutical
companies, and determines whether these expenses affect the firm value among companies listed on the
KOSDAQ.

The research subjects included annual R&D expenses of 39 pharmaceutical companies listed on the
KOSDAQ between 2011 and 2017. The survey was achieved via "Panel Data Model" with "Tobin Q" as
an independent variable, and the ratio of R&D expenses in intangible as a dependent variable.
Results of the study conclude that the ratio of R&D expenses in intangible assets of KOSDAQ
pharmaceutical companies negatively influence the Tobin Q (Enterprise Value). A large proportion of
intangible assets indicates increased R & D investment, and the operating profit is likely to be low due
to the high debt ratio, thereby negatively impacting the enterprise value. This study further investigates
whether the existing researches are based on researches that identify the total value of R & D
expenditure. Results determine a significant relationship between enterprise value and R & D

expenditure.
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t * Stock price at end of period

PS = number of preferred shares issued at time

t * Stock price

DBT =t7](Non-current liabilities + Current
liabilities - Current assets)

TA =The value of the book on the t-total assets
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Table 1. The average value of each variable*

Year N TobinQ CRP AD Beta
2011 18 2.3879 0.6400 0.0163 0.6730
2012 24 2.0775 0.5576 0.0214 0.7590
2013 24 2.4353 0.4830 0.0234 0.6665
2014 29 2.1144 0.5073 0.0242 0.5723
2015 29 4.1267 0.5161 0.0237 0.6131
2016 24 3.0765 0.4118 0.0152 1.0881
2017 27 3.9555 0.3374 0.0250 1.0256
TOTAL 175 2.9310 0.4867 0.0217 0.7686

(*variable: TobinQ=7] 7}, CRP=2-&A}4H]|% AD=311H] Beta=A1%
AAE)

TobinQ#=2 Table20]42} Zo] A A B
2931002 20159 4.12672 7P =A YUeha,
201249l= 2.0775%2 7P W2 sz ARl
Table 2. TobinQ Average by year

Year N Mean Std.Dev Min Max

2011 18 2.3879 2.5616 0.2166 9.6817

2012 24 2.0775 2.3079 -0.3263 8.9152

2013 24 2.4353 2.8102 -0.0641 12.4354

2014 29 2.1144 23671 -0.0421 10.9482

2015 29 4.1267 4.0947 0.0405 15.9603

2016 24 3.0765 3.1862 -0.0017 14.9059

2017 27 3.9555 3.7238 0.2225 16.2165

TOTAL 175 | 29310 3.1753 -0.3263 16.2165

CRP & Table 394 E=H1e} Zo] 20119 0.6400
oz J|dE Hugol 7P =2 o9, 20179
0.33742 74 W2 32 RIEAH.

Table 3. CRP (R & D intangible asset proportion)
Average by year

Year N Mean Std.Dev Min Max
2011 18 | 0.6400 0.2871 0.0008 1.0000
2012 24 | 0.5576 0.3142 0.0025 0.9938
2013 24 | 0.4830 0.3710 0.0069 1.0000
2014 29 0.5073 0.3134 0.0009 0.9958
2015 29 0.5161 0.2932 0.0008 0.9897
2016 24 0.4118 0.3027 0.0022 0.9506
2017 27 | 03374 0.2870 0.0000 0.9942
TOTAL | 175 | 0.4867 0.3177 0.0000 1.0000
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Table 4. R&D Proportion of intangible assets (CRP)
to company value (TobinQ)

Coef.
-1.7843
3.7883
0.8392

Variable
CRP
AD

Std,Err
0.8959
11.0010
0.4963

t
-1.9900
0.3400
1.6900

Py |t
0.0480
0.7310
0.0930

Beta
F(3,133)

Number
of
comapny

2.91*

39

Number of

obs 175

*p<0.05,*p<0.01,**p<0.001
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