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		Abstract

		This study presents a new methodology for estimating international cost of capital. Using a discounted cash flow model, we estimate market implied risk premia for firms in the G-7 countries during the 1990 to 2000 time period. We find that the average risk premia in G-7 countries typically fall within a narrow range of 2% to 4%, and that risk premia are consistently higher for some countries and industries. Variables most useful in explaining cross-sectional variation in implied risk premia are return volatility, size, B/M ratio, analyst growth forecast, and lagged industry-country risk premia. Together, these variables explain 20% to 30% of the cross-sectional variation in international risk premia.  Interestingly, beta measures from various international asset pricing models have little explanatory power, while betas corresponding to empirical size and book-to-market factors do much better. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Lee,  Charles M.C. and Ng,  David T. and Swaminathan,  Bhaskaran, International Asset Pricing: Evidence from the Cross Section of Implied Cost of Capital (November 1, 2003).  Available at SSRN: https://ssrn.com/abstract=485762 or http://dx.doi.org/10.2139/ssrn.485762 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Charles M.C. Lee (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Foster School of Business, University of Washington  ( email )

			

			
			
				
				
				
					224 Mackenzie Hall, Box 353200
Seattle, WA  98195-3200
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Stanford University - Graduate School of Business]
				
			

			
				
				
					
				
					
					
					
				
			

			
				Stanford University - Graduate School of Business 

			

			
			
				
				
				
					Stanford Graduate School of Business
655 Knight Way
Stanford, CA  94305-5015
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						David T. Ng

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Johnson College of Business  ( email )

			

			
			
				
				
				
					301G Warren Hall, Cornell University
Ithaca, NY  14850-1967
United States
6072550145 (Phone)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Bhaskaran Swaminathan

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: LSV Asset Management]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				LSV Asset Management  ( email )

			

			
			
				
				
				
					155 North Wacker Drive
Chicago, IL  60606
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      887

			

		
		
		
			Abstract Views

			    4,304

		

		
		 
		
			Rank

			   49,903

		

		
	


	
		
            
            	        8 Citations
		

	

	
		
			
				       25 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Corporate Finance: Valuation, Capital Budgeting & Investment Policy eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Corporate Finance: Valuation, Capital Budgeting & Investment Policy eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,661

                                    

                                    
                                        PAPERS

                                           11,529

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        RenÃ© M. Stulz at Ohio State University (OSU) - Department of Finance

                                    

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    International Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                International Finance eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              984

                                    

                                    
                                        PAPERS

                                           24,637

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Disclosure Level and Expected Cost of Equity Capital: An Examination of Analysts' Rankings of Corporate Disclosure

                        
                            By
                                
                                
                                    
                                    Christine Botosan
                                     and 
                                
                                    
                                    Marlene Plumlee
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Disclosure Level and Expected Cost of Equity Capital: An Examination of Analysts' Rankings of Corporate Disclosure and Alternative Methods of Estimating Expected Cost of Equity Capital

                        
                            By
                                
                                
                                    
                                    Christine Botosan
                                     and 
                                
                                    
                                    Marlene Plumlee
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Information Asymmetry, Corporate Disclosure and the Capital Markets: A Review of the Empirical Disclosure Literature

                        
                            By
                                
                                
                                    
                                    Paul M. Healy
                                     and 
                                
                                    
                                    Krishna Palepu
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Information and the Cost of Capital

                            
                                By
                                    
                                    
                                        
                                        Maureen O'hara
                                         and 
                                    
                                        
                                        David Easley
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Economic Consequences of Increased Disclosure

                            
                                By
                                    
                                    
                                        
                                        Christian Leuz
                                         and 
                                    
                                        
                                        Robert E. Verrecchia
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Toward an Implied Cost of Capital

                            
                                By
                                    
                                    
                                        
                                        William R. Gebhardt, 
                                        
                                    
                                        
                                        Charles M.c. Lee, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Toward an Ex Ante Cost-of-Capital

                            
                                By
                                    
                                    
                                        
                                        William R. Gebhardt, 
                                        
                                    
                                        
                                        Charles M.c. Lee, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Essays on Disclosure

                            
                                By
                                    
                                    
                                        
                                        Robert E. Verrecchia
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The World Price of Insider Trading

                            
                                By
                                    
                                    
                                        
                                        Utpal Bhattacharya
                                         and 
                                    
                                        
                                        Hazem Daouk
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Market Pricing of Earnings Quality

                            
                                By
                                    
                                    
                                        
                                        Jennifer Francis, 
                                        
                                    
                                        
                                        Ryan Lafond, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.093 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
