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The fundamental condition of value creation is that return on invested capital is 
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The global company can avoid agrowth investment with negative NPV by using the 
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of capital for operations). We find that the LPV-based cost of capital for operations 
retains significant predictive power for future asset returns up to three years ahead and 
is positively associated with future operating risk, as predicted by theory. In contrast, 
the estimated cost of capital based on standard factor models fails to exhibit systematic 
predictive power/reflect operating risk. Thus, we conclude that the LPV approach 
produces a reliable estimation of the cost of capital for operations in the Japanese setting.

Prospects
Lessons from History: A rich economy under a shrinking population 
 …………………………………………………………………… Yosuke Mitsusada, CMA 51

Economic and Industrial Analysis
Paradigm Shift in Regulatory Disclosure: Expansion of substantial descriptive  
information in annual reports ………………………………………… Koei Otaki, CMA 57

Point of View ………………………………………………………………… Yasuhiro Atsumi 67

Article
ESG Disclosure Score and Investment Performance 
 ……………………………… Tomonori Yuyama, CMA / Yoko Shirasu / SoichiroMoridaira 72

For investors with fiduciary duty, when making ESG investments, their investment 
performance is important. This paper considers investment in companies that are 
proactive in disclosing ESG information, and examines stock returns using factor models, 
propensity score matching, and other methods. The results were not necessarily positive, 
nor were they negative. However, in 2017, it was suggested that they might be positive.

Book Reviews …………………………Katsuhiko Okada / Kimie Harada / Kazuhiko Ohashi 84 

SAAJ News ………………………………………………………………………………………  91


