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The Effect of Product Market Competition on Corporate Real Estate and
the Value Relevance of It
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< Abstract >

This paper applies corporate finance theory to an empirical analysis of the effect of product market
competition on corporate real estate and its market valuation. First, as the level of product market competition
increases, the ratio of corporate real estate (esp. direct ownership) to other assets increases. This implies that
firms regard real estate as a way to get a competitive edge or as a method of storing value. Second, increases
in corporate real estate assets are associated with decreases in firm value, as previous studies have found, but
this relationship is weaker in more-competitive industries and more pronounced in less-competitive
environments. This suggests that competitive threats motivate firms to properly use their real estate assets.
When classifying corporate real estate into two categories, direct ownership and real estate investment, the
negative relationship between the ratio of corporate real estate assets on the balance sheet and firm value is
less pronounced in more-competitive product markets but the negative relationship is comparatively stronger
in less competitive product markets. In summary, competitive threats can motivate firms to store up value in
real estate, but management must wisely use these assets in order to have a positive impact on firm value.
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Firm Value
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B+ FCFy*Block o Entrycosty 2ol i3t £AAE ] shalETo] Fiel )
ek 4(2) 2 zoR wojRctd AEEHRYE o 4 (3)
[ Where CRE = Total_CRE or Own_CRE or Invest_CRE] ot 7F HA4o] Aol <; 1>9] AAIE viet ot
2 e g B3 SUsh ofet 795y, o
the 0 2 AEAAFOA]Q] Ao T 7|9lo] HE et A S EAIt el A Ee] o~
A w7t 1A BlAlE autg mepsly] gja) = HIEISHE HOMATE 7198 Fead 2f vE
SRS WA B0l ARG wop uppy T < WEAE WS AFee wAS wAwY
ol glol Fast otex EOlE Aot agd A 590NN WS wE adS SAleh] sk W
714 (efficient market hypothesis)o] Tt=2H s(raw variable)et HUleE A2 2
o

o B B B

o=
01§ 7h53 FRE FAVIH0] F2H 02 WYHE
?.

et 7| AIIRIO] BRI ZANA s\ xsty)  M/B rationyeryi<CRE+y,xCRE < High

L |
G2o] £ALEO AEARE B3 B 719 (or CRELow) s Highy
o] REN B G 20| YigdE Lo ARt} 2K] (o Lows*yaHHletys*Sizer
org oz WuHch Roluct B A7) 7|7t *rorLeveragety RO
of g Al AL E7Hclosing price) 71EO2 & erinvestityyrAgartiyicen A 3
H51917] TlEo] = AJelT U] 7]9l0] HEA B o [ Where CRE = Total CRE or Own_CRE or Invest_CRE]
<E 1> 4ol Hol

e )
Tota CRE |79 S84 5o B S-(ARESAHEAE S /EAM
Own CRE  |71%1 299541 BIBEASR SMBHANS Bl 1459 AL 12 U S4E8], 1529 SAN/ZAH]
Invest_CRE |7/ EAHSA! BISFEAEEMEARAIS EX|, 718, 7[Ef EAEEAS] S )/ ERHAN
HHI SIREZMALE RS 71202 228 2 MY U] 719 01EY VIE AIYESeS 25 a U
High B0 &2 0 Aty HOH[=HHI?F Sk 33%0 £3= 4% 1, ofd 4% 0]
Median B0 FU +FQ MY HO|EL[=HHIZE S 34%0f| £dt= F< 1, ofd 32 0
Low HH0| e £29 A COHAI=HHDE 4191 33%0 25t 49 1, Ofd 22 0]
M/B ratio  |7IQ7EIFAP AHES] AR RAI(BEZZA 2= ALEINAP [RHES] HEIR|(SHEAES 212
Size 7|1 G2 [=AH 2 A(FAM)]
Leverage B2 8[=&E2H/ER4H
ROA S =971 /B3
Age B AA R A AP A )]
FCF YOI BB ST ULENM FFES/ZA]
Block 2= A28 T4
Entrycost [ 4/¢l AIIBIBI-ARIZ I (U159 98 LEANIE ASaR 8ol Uet a8 a2
Invest B E{=(CAPEX+X LI |)/ZA4H
Year effect A GO
Industry effect |RIFEFMGEF 332 E 7|F02 2YH LY Hoj#Hs
F) AREEMT EXESIE WIARAY, EQREAY, 1822 52 g 22

7) AEEM0| 90| ABAKOINS] ZHO| 7| BEA B0 OIS FUSL AHEAHOINS FUO TIE 7| HEA BTt T
£ SIS SA0| 2Yo[0] 2 AR TR MAZ 7|Y0] HEL HOI LIRS 52 AMHAR SA|) Bl SAEY
HIZE0| Q2{EICh OJ2(5t SIS B3| Y P BF (UM AEE Mf(residuale 2F (312 240 9

}\I-gl _Lr_EJZ‘l
o — = [=]
7|99 £S5 BR0| T82|2 FBO10) B4R 23t HIE ZUYA SARH A HOISO] ATLES HAY 4 YA
8) MRS T2f510] 2R SY40| 17] AZflag)E £ ZFQOIE 2 2UA40 S R4S A4S, YIS HHZ QA
o
7

o
B2 EQIE|SICE Ol QM QIFat bieh Zo| BB AR 7P fof B HEIF olo] 5 7|of 7|Y7HRIof S
STk, Ofaigh S MM AARA ZASHCY,

o
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CHE 2> J|aEAY

e 53 B U BEH2L 2ozt e
Total_CRE 8,058 0.2520 0.2324 0.1539 0.9965 0.0000
Own_CRE 8,058 0.2391 02195 0.1522 0.9745 0.0000
Invest_CRE 8,058 0.0130 0.0000 0.0470 0.7125 0.0000

HHI 8,126 0.1200 0.0686 0.1396 1.0000 0.0054
M/B ratio 8,126 1.0294 0.7037 1.0711 9.8082 0.0111

Size 8,126 19.5581 19.2875 1.5095 25.7656 15.8077
Leverage 8,126 0.4548 0.4602 0.1989 0.9990 0.0005

ROA 8,126 0.0256 0.0331 0.0995 0.9731 -0.9480

Age 8,126 3.4035 3.5835 0.7301 47622 0.0000

FCF 8,126 0.0504 0.0499 0.0874 0.5388 -0.9750

Block 8,092 0.4127 0.4093 0.1686 0.9998 0.0048
Entrycost 8,126 12.7831 12.7303 1.8151 17.8620 7.8104

Invest 8,126 0.0473 0.0295 0.0554 0.9279 0.0000

High= 737891 &A1 (HHI 51 33%) W &35} M/B ratiop=vo+v,*CRE;*High;:
© 7199 4% 1 ofd 8% 09 S 2= Hodes +Vo*CRE+Median;+vs* CREy*Lowy
olujstt, Lowx BIFAAQ FFAIFHHL #Vg*Highy+vs*Low;etVex HHI
33%) W &sh= 7199 4% 1, obd 4% 09 e +vy*Sizen+vsxLeveragey+ve*ROA;
Zi= Huid oJujRtthd) ety & WS B +Viorinvesty+vixAgewtntActer - A (4)
AP H O H|g HAQM0] A AR HAL AR 5170 [ Where CRE = Total CRE or Own_CRE or Invest_CRE]
et 7199 B34 B57F 7197HR 00 UlRl= G ol
ofgA 2t & Ae=7te AAIE Aol of2igh #4500 Qo] A FAM 7K = I
o, FFAFONIAL GRS ASARl JEdEe o =7t Ad5E/d(industry effect, n)t AE=57g
o Dasgdo] ltks FolA 2 A+t ofl A (49 (vear effect, A)o] M Znto]] 7AYo =zM LAY 7}
RS F7HoR FATI: ot B2 HHIF 59 et R BMojof 7]l g AIE SAlst
34%0°] sigsh=(Median) 71942 FEe} A& FH 7] ol Atd-de 1 antey

ZAFACLI0 0] F
o

o
=2
2oE EEE o U2

33%(Low), 591 33%(High)oll slgst 71210 el wjgroz mch A A0

tro] Atolg wet wWaks] wAlsP] Slsh WAsch 2 ogEch @, fddolelo] A4 AP

E£35], & A9 7}*414- AX|5HA 7]1¥9] H=AF HG I} o|BEAd o 95t Q BHbA ypixdS Flolsto]

o] ZAAISTt HEAIAIAC FR] SI7HEE 7 Heteroscedast1c1ty—con31stent standard error g}

A)of whe} @& Z7Hmonotone increasing)(®= o Ale B3l =AAZ20] Qo]HS ARG

A7 A (monotone decreasing))st=X]& Yt Ha

817 2elo] 7153 Zolch,

9) SEALIMY A £FS B0 HEG| YHESE| QI3 MA| BES HHIO 329 £00| TEh LHeH, 025 HHA2 7| A70|

A &38| Z8E|D QUCHGiround and Mueller, 2011).

10) & 9177} 225t 28 visk AULZOIN SYES AEAYOIMC] A £F0|D2 ek 40| Wol(omitted variable bias)d]
7|2t Wgd 2HE SHIsH| fs ME-AHE J_Z*m_rio*" ZE 2MPE0R £95H} G20 J|Y IYENDHS 2Y561R|
%E OlfeE HEAEMY FHE T2l ri C{0| 824 (High, Low), 7| HEA EQE oj0|5h= 40| HQ A|71|@'x+og B15}
7t @7{Lt O|0|GIER 7| DA SIeo| = z4—'-A1Ho| o8|y uj2o|ct,



TGN FYo| 7|HS BFit

V. A5+

[N}
L

1. 71884

<E 2>E A
S AAEHE. 7] A B9 H]&(Total_
CRE), 27554t B 8] &(Own_CRE)} 4175

ofs

At ©.Q v]&(Invest_CRE)Q] H-& 7+7F oF 0.2520,
023917 0.01302.2 TAE|oIc. HEAVFIA 7
Aol tg]X| 2 HHIO] H-& oF 0.12000. 2 e}

T P S TP
AI%G7HA] B]&(M/B ratio)o] B2 °F 1.02940]04,
FAbol AldzE Fe Sie)ol BIe o
19.55810|ct. HRjH]S(Leverage)Q] HH-& 2F 0.4548
2 pEEgon], sol4o) tfelx|m2 XM thy]
F71o0ll9] Hat2 of 0.025601tt. 719 A= (Age)
o] FZ oF 3.40350|H, Yoyda 55 +&(FCF)Y
Bge oF 005042 Uehth HjRF xEg
(Block)e] B2 °F 0.41272 U =47 ¥ 0]

AN&= A8 1% (concentrated ownership structure)

4 1o

<# 3

2RO 0|2 S 71| H#EY 71

S Lo

s 71
(Entrycost)9] =+
elshe FRM4E O
0.04730.2 HxErE] 9]
<H 3>2 H4 7F AR |4(correlation coefficient)
2 FAstc) 7]d9] & B2 A H.0 H]-&(Total_CRE)
o} HHI 2ol 893t ()] AeHgo] Exfet 21
o2 UEehdch HHIZF =t 718 u|wA v 74R8A Q]
FEAELS QJulsh] gizofl, ol=fgt Aute 4R
A FBFAE W 7184 =
o

= o
xm% 95k 918g ojujdict. AR

fijo

HolZxy olch. ZF kel Zl]d
oF 12.78310|H, /474713
AFA1Z(Invest)o] Ho2

H]

rlo

4 EE*J 1001] FEE A= oge
A EY 5 SAISHA] 4

A Ao oigt oH* =3
ghd, 7149 § Ba4t H]&(Total_CRE)x}
714 7Hx]19] T8 2 M/B ratio 7toll= §2jgt &(-)

of AFphol EAshe 202 Uekdth ol REA

o

> AFZFRER

O = =
B Total_CRE Own_CRE Invest_CRE HHI M/B ratio Size
Own_CRE 0.9529%x
Invest_CRE 0.1897xx -0.1169xx
HHI -0.1170%x -0.1113%x -0.0231%x*
M/B ratio -0.1543*x -0.1494%x -0.0214 0.0245%x*
Size -0.0627*x -0.0653** 0.0059 0.2586xx* 0.0818xx*

Leverage 0.0438+x 0.0608+x -0.0533** 0.0066 0.1065%x* 0.1369xx*
ROA -0.0434*x -0.0319*x -0.0387*x 0.0173 -0.0171 0.1668%*x
Age 0.0897xx* 0.0723*x 0.0597x*x -0.0216 -0.1334xx 0.0266%*
FCF 0.0107 0.0309%x -0.0649*x 0.0382xx* 0.0477xx 0.1599x
Block 0.0662xx* 0.03617xx* 0.10017xx* 0.0064 -0.1243%x -0.0409%x

Entrycost -0.0426%* -0.0247*x -0.0593*x 0.4890xx* -0.0591%x 0.3810%x*

Invest 0.0563xx* 0.0596%x -0.0085 0.0432xx 0.1142xx 0.1354xx*
i Leverage ROA FCF Block Entrycost
ROA -0.2972x*x
Age -0.0066 -0.0583**

FCF -0.1595%x 0.4342%x -0.0605%*

Block -0.1868%*x 0.1545%x -0.0987*x 0.0537xx*

Entrycost 0.0103 0.0570%x* 0.0169 0.0752xx 0.044 1%

Invest -0.0516xx* 0.1063** -0.0254x* 0.1754%x 0.0468%x* 0.1184x*x

Z) 2 24 5% 22014 SAX Solnjgre oo



72 BSARMAT A 223 H3=2
AR WA Bl WeR 7|4ULT AN B (4] (2). RY(1)e & P54 B8 u]&(Total_CRE)
7t B & ASS AR 71E AR o2l 2 BEWLR A8 ol HHI®| F7375e
gk Autof ojsh 54 oF-g3t 4~ el 1% »FollA AN gt 2(-)9 =S A=
FEAREAl =5kl A= ol HAE Z1o 2 Uephdth HHIZF Yo ke Zh=th= 712 y]
EAIEONA ] A el Hakd & 3= nA FAAYO] =2 % = 9Jujsta = o]z
srelgich 5, 299 gl JYEARRAS 3 A FYRA FBAY ) 7IGLs S BEA
Tgohe AR REA AL BT |A7RIS Al ARG Wl 2A Pol B 8 AlAITE A%
WA FFo] Yl 4 9leg sl o] Feants 1Y o, ANeAS sty 9
gh 2ok T oj2) AAlE) gt 259 FHRIA
ATC}lO e X A o]o o S
2. AEAOIMO| FYO| 7|0l BEL B TR R ARl FEHL QleS AT,
0|z|= HsF A2 A& (Leverage)o] =545, £
d(ROA)0] FS45, 7|dd A (Age)o]l A4S, 7Y
. . ; oro] B 7IX(M/B ratio)?} F& Jod a5 &(FCF)o]
<E = AFEAX Ro] 7]9lo AF H _
b BT e vl e 2es2, YRS AEEBlock)o] B34S F 2
I &0l o]X]= &4t HEAMeH 2akE A %}‘\_} HOo njge /\0}%5}% 7102 Ueptc) sh, At
<E 4> HEAYOIMS AR 7|H0| HEL 28
= 231) 23(2) 2™H(3)
SEHS Total_CRE Own_CRE Invest_CRE
_ -0.1245x*x -0.1362x**x 0.0116
Aag
[-2.84] [-3.12] [0.58]
HHI -0.1303x*x* -0.1229%xx -0.0075
[-4.91] [-4.82] [-0.71]
) -0.0008 -0.0002 -0.0006*
Size
[-0.67] [-0.17] [-1.73]
0.0909x*x 0.0893#xx 0.0017
Leverage
[9.55] [9.42] [0.59]
-0.0773x%xx -0.0671xxx -0.0102*
ROA
[-3.66] [-3.26] [-1.75]
0.0181#x*x 0.0144%x*x 0.0037#*x
Age
[7.84] [6.55] [5.02]
) -0.0169xxx* -0.0157%xx -0.0013%xx*
M/B ratio
[-8.99] [-8.37] [-2.94]
0.0448x*x 0.0475*= -0.0027
FCF
[2.36] [2.54] [-0.55]
0.0422x%x%x 0.0212x*x 0.0210%xx
Block
[4.34] [2.24] [5.83]
0.0245%x*x 0.0259*x*x -0.0013
Entrycost
[7.20] [7.56] [-0.74]
Year effect Included Included Included
Industry effect Included Included Included
N 8,024 8,024 8,024
adj-R? 0.342 0.350 0.211
F) wrkxx x2 ZEH7F 1% 5% 10% £T0|M SAMCE Qo0 2|0|
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Ao 2A AU S(Entrycos) e F HEA G oA £5HEAS WGsA} s1 §0lo] £88 A
ulgo] 2 AL 2 oz WAL,  ARITH WL FRIARSTORA0] J]sRiH T
ol AWHOoR F3Y £AY S 2L AYu|E A AL st BH0R HEEHE BARE
o] 2o AYULS O T HEA AAS QST At H(RH(3) ABANC] HR £ETE
ol AWEfS Wolxch Che ATgS 2R ot ZloR uepic
P2 AHEA Be u]&(Own_CRE)S
27 ZAutoln], BY(3)S FAREA

Jo b
o rk
>
fru

1o

(Invest_CRE)

o
= f
HHIO| 34745 AQREA 0.8 &S B83
=
[

@) ARz Folet 5(-)9 we % <I 5> AFEAAO| 0] ARJol| mHE 7o) B
o2 WM ol2feh Aite FRLHE FH] AF ©.97} 7| 47kR]of] DlR|E EalE g EAS =5
AT T TR G D ORA BAHA FFAE ahoist Ak AAFTHA] (3). 23(1)) F LAt

<E 55 AEAOIMC ZMO| T2 7|YO] HSA B9Tt 7| YTR|0) DIRE ¥ & HSA BY b
= Q) 232 23(3) 23(4)
AbASE -0.4368*x -0.4206*x* -0.4812xx -0.4560%*
ere [-2.20] [-2.11] [-2.39] [-2.26]

-1.0147%xx -1.1829xxx -0.8998xxx
Total_CRE
[-10.27] [-10.74] [-7.65]
. 0.5289*x -0.6516%x*x
Total_CREx*High
[2.63] [-3.65]
. =1.1034#xx

Total_CREx*Median

[-7.92]
-0.3674xx -1.2838%xx
Total_CRE*Low
[-2.00] [-8.30]
. -0.0432 -0.0229
High
[-0.56] [-0.29]
0.1278+ 0.0833
Low
[1.78] [1.12]
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