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Abstract

In this paper, we argued the ability of ROE, Return on Equity, for corporate management and
investment. Historically, ROE was developed for corporate management in early twentieth century. A
lot of corporations hire ROE as one of the corporate management goals. Furthermore, ROE has been
used for investment recently.

It is generally speaking, corporate valuation would be led by ROE improvement. We wonder how
ROE will be applied for corporate improvement. In the body of our paper, we examined the relation
between ROE and corporate value by statistical analysis. According to our results, it is valuable to use

ROE for corporate management however it will not be available for an investment indices.
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