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The concept of corporate governance has drawn extensive attentions
after the numbers of international financial scandals. Literature shows that the
managerial ownership structure plays an important role in reducing agency
costs associated with the separation of ownership and control. In Taiwan's
stock market, 90 percent of investors are individual investors and most of the
investment information of individual investors comes from analysts. Thus, it
is important that the analyst following offers the unbiased information and
serves as an external monitor simultaneously. In this study, a non-lincar

three-si

least-square model is used to investigate the correlation of the

analyst following and managerial ownership with the firm valuation. The
financial data in Tawan stock market from 1998 to 2001 is used to test the
hypotheses proposed in this study. The result generated in this study shows
that the firm value is both influenced by the analyst following and managerial
ownership. The knowledge of this correlation can be used to improve the

corporate governance.
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