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@ The purpose of this study is to examine whether debts of marginal
subsidiaries, those which will be dropped from consolidations with
applications of consolidation scope criterion of 50% ownership
interests under IFRS affect systematic risk of the parent company.
This research question was addressed using two methodologies. First,
compare the explanatory power of full regression models with debts
of the marginal subsidiaries versus that of reduced regression models
without debts of the marginal subsidiaries. Second, examine the
partial regression coefficient of debts of the marginal subsidiaries in
the full regression models.

Empirical results from the two methodologies suggest that debts of
marginal subsidiaries do affect systematic risk of the parent
company. The results are robust across different measures of
variables and methods.
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