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Abstract

This paper investigates the value relevance of accounting earnings, with testing empirically the
association between stock price levels and earnings of manufacturing firms in Japan. This research
provides major five results as follows. First, whether to deflate the variables included in the
regression model determines whether to satisfy the basic presumption of OLS regression. The
deflating method gives important effects to the empirical results. To deflate the variables by stock
prices at the end of previous year is very effective for alleviating the heteroscedasticity due to size.
Second, we find the serious industry effect. The industry effect differs among fiscal years. This
result implies that the relation between the reported earnings and the permanent earnings is different
every fiscal year in each industry. Third, the relevance is high in the order of operating profits,
ordinary income (earnings before taxes, special items and extraordinary items) and net income.
Though the difference in relevance between operating profits and ordinary income is little, the
difference between ordinary income and net income is very large. This result shows the rationality
of the conventional financial analysis technique for regarding ordinary income as the “normal
earnings generating power” of the firm. On the other hand, it throws doubt on valuing ordinary
income excessively, because operating profits is more relevant indicator of permanent earnings than
ordinary income. Fourth, by controlling the loss (negative profits) firms, the relevance of earnings
increases. However, the regression results weakly support the hypothesis that losses contain large
noises, so losses are not value-relevant. We find the years when losses have the same information
contents as positive profits, and years when losses have the different information contents from that
of positive profits. Fifth, book value of equity has the very limited relevance. We cannot observe
the more relevance of book value of equity than earnings, excluding a few exceptional years.
Though the information combined earnings with book value of equity is more relevant than the sole
earnings information, the combined information is less relevant than the earnings information in the
case where loss firms are controlled. This result suggests that, for explaining the variation in stock
prices, the book value of equity information is redundant and merely earnings information is
sufficient.
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1 [F L &I
EEXEFFOFZEIFH O value relevance % 8 < HWFFEICIBNT, Fili, 2 DOMFET —~
%< OWFREDBLEED TS, 10T, BRI R T, FIZEEHRO relevance 73 EEfH Dk
WeEBIETLTHWDDNENE WS ETH D, FIEEHHO relevance DX T &2 L
TWAIFIEC, Zh &R e & sEfN O relevance @ _EH- 245 L TSR H 5
(Collins et al., 1997, Garcia et al., 1998, Ely and Waymire, 1999, Francis and Schipper, 1999, Core
etal, 2003), DK & LT, f4E, BIFIICEFO Y 2 Z7HENEF LS DM E
Z & MBMER EREIBHIIE L TOWARWEREEOREMEN S E - TWnLH 2 &, FIfF LY
HIRKDIZ D DN RHNHIRIT SR SFL D PRSFHEDTRE > T\ D Z & T EHEDOFEA R & TRE
RN LT Z L7 ERER ST 5 (Ely and Waymire, 1999, Lev and Zarowin, 1999,
Ryan and Zarowin, 2003, Core et al. 2003), L2>L. i 5 Tix. FlZED relevance H 5\ %, X
D — BN FIZETE M OA PR T LTV &0y 9 30, relevance R R A ELHEIZ 720
L CIEEERI 7272 S 5 (Brown et al., 1999, Rees, 1999, Canibano, 2000, Swanson and Benada,
2001, Buchheit and Kohlbeck, 2002, Francis et al., 2002a, b, Hoitash et al., 2002, Landsman and
Maydew, 2002, Kothari and Shanken, 2003) ', Kim and Kross (2005) %, 1D EEx v v
2 7 B0 5RO THIEES L, T LARESRIIAIZ EH L Tnd EHEL TV D,
B9 1ok, ERFIZ AT, FIERIEHR O relevance NEIZ L > TED L TRz T D
DLWV RIETH S (Alford et al., 1993 ,Amir et al., 1993, Bandyopadhyay et al., 1994, Hall et
al., 1994, Harris et al., 1994, Joos and Lang, 1994, Barth and Clinch, 1996, Chan and Seow, 1996,
Garcia et al., 1998, King and Langli, 1998, Eng et al., 1999, Frankel and Lee, 1999, Harris and
Muller, 1999, Pope and Walker, 1999, Ball et al., 2000, Guenther and Young, 2000, Bartov et al.,
2001, 2002), Z< OB TIX, [T rnm - 7Y o F—aty - m——U XTI
He | OBREE TIEEFHEHRD relevance [THXI AT m < | TRFEER—RSE— (Bl L K0 iE<
FEODUNTZ) (RSFIUZRREHEENE | DOBREE TIXREHE RO relevance IXHHXFAGIZAR U &0y D
M ENTAGA A HRFES VTN D, 2 < OIFFEIEL, Z DGR Z R T DR Z R L TV D,

L 7238, eventstudy OFEIRICIUVTEH ., Beaver (1968) M dOF%5 D information content 23EF{ & & & (2
WD LTzER LT3, < OMPREDER ZHEDH TV D, ZOHRIZ DWW TIE, Loand Lys (2002).
Buchheit and Kohlbeck (2002), Francis et al. (2002a, b)., Landsman and Maydew (2002) 72 &% ZH,
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LrL, 20 X0 REMNRMRELEETH L0, BRI FEEL FIEICHIT 5 9 2
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THEREZENAFED permanent earnings 2 THl$ 5 2 & A3FTHR & IS4, MEFIREICENTZT D
transitory earnings 72\ L temporary earnings 732 £ 41T % 22 L - THIZE O relevance [ #
EEND EMESNTNDY, £ 5 ThiuX, £¥ERER L TV DR DA TRRIY
i (Fxrvrarye—) OREEENRELDIIT THLND, FIIED relevance (X, B3N
BT DEMEOBHFEREICL > THESTL 21T TH D,

L7283 o T s iE )50 pE A Rl S B 70 2 IO A — 5 0 IS8 T s 556, F)
%5 relevance & HLAIZITIEE TE 720, 2RO OMRFERTEERNZ 2 ha—L L THHTL
72Uk E | relevance DEW VAL . SEHEIE OEWRLERFHEEDOE IR A S Tilam L T
HLEKIZARWS, LIELIE, FIZED relevance DX T 2 & FHEHEDE DK FICHE O 5 LR
R0, HEEAIZ R 72 HAROFIZED relevance DAX E & 23 FH B O R EPEITKE OMT 1T 2 g S A
HALDHH, FIZED relevance Z# ED L I L THIEELZ L KXW oOh, L2 bigm ORI
DNTE R, FHRITITEBRD R, £D X5 RREERN O, BENBT DEEICEA DR
—%EBE LT, bREEEICBT D EHRD relevance & RFES 2 D
NI OMILDE 1 O, 2OBREERAMTHD, O3V, EROPFITITHIB R X
heteroscedasticity (272> L TR EHAL L CTWRWAS, 2 OWFZE TIEZ ORIEIC & EE 2%
Wt B, ZHHB, ZOmIDFE2DOHANTH D,

05 A, permanent earnings 1%, < ETHME 42 ODREFZNEH TRTH DO TH- T, A
EITBEE T E DAFE TRV, ZIUTBEEDOKRMIT A 7 A KBS TV D &V 5
FEIZT- o T BRBRIIZIR, SRS &AM & OFFH I ZRBERZRGETE 212X 20, Lo
L. HEFIZRICRASMIZ M, 72 ACFIEE & B & OFEEHIRIGR 21T 2 S RIZE D
relevance Z w9 D721 TIEA T TH A9, HE BT transitory earnings, temporary
earnings CEETEZ Db DL, FRWTERX TAHALREENLTH D, 7oL xiL, LILLITE
BIZ72 D DI, RFRE (BR) ThD, BEPKFIICTHEAZE ELET S LITEZ LN

2 Z Z|Z\ 9 permanent earnings & transitory earnings (temporary earnings) 1%, HEMAIRMESTH B,

ATE L RBE (BEME) D570, BEDOIRF v v a7 — 0o &, BEMEICTZVWL T
relevant Tdb 5723, BAEIIHBMENR RN, 2OICENRELCTEH, BEOFRRF Y v 2T n—
AT D REFZOHIFHINGET S BEAME & IZRERA 2,

SRS R D RFEE CHMBERZER L CWD & &, 20 2 lloFlE i+ 2 541213,
ZOMBEITELRY, LnL, Z2OXS Y T THY | 2 DBE OMGER R & ORRED
—MEZ L > TV LN, BEITH D,
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BOND HEREFH EL T LY TR OWTIE, o ETEEZMZ 2T IE R D
R, BEFENYKIAT ) TH A I FRIEROBELEFERH LN DML TSR L, £
D Z LA L THIZED relevance Z 3T 2 LE R &H 5, S L7120 | HEEFHO relevance
EHEND DD, FHIDOHAKTH S,

ZOMXDOEBE R HRERIT, LTFD5 5 Th D, B 1IC, EEXI—FHHEKICED
T2 EDX I =N DBRBOEEMEME. XL Hausman EZ 8 LT, EEDROT
EZER L TWD, TOEEDHRORES EEBEASV) ITHFEICL > TRR-sTWD, Z
AUE, WAEFIZE L permanent earnings & OBIR, EHXT L, FET LIRS TNDH I L
EERELTWD, H21C, £8%7T 7 b— b4 208 ME, OLS [BlF ORI & 7= 3 7>
BT A L, DT ORERICER2EEEZ HT- 2 Tnb, HFEIZEK T % heteroscedasticity
BRSS9 2T, BHERARMKE T 7 L— b3 HEITAD THL Z ERHE 5MiC
SN D, 5312, FIZED relevance (X, B HEFLE, RFFIZE, MAZEONEIEKL 2> T 5,
BRI L RRE R DTN TH 2 23 BHEFIGE &MFIEE & DR AITRE V. ZORERIT,
R 2 EFED TIEFINAE S]] & L TEET DRI BT FIEOAEMEZ /R L TV
5, L)L, Z2O—FT, H¥ERMZEDOIFEO N, LY HAHEZ: permanent earnings DI TH 5
7, REAREZBEEICERT S Z LIS L TERBEZRT NI T D,

FAT, BELZE ELTWOEE RFE¥E) L2l (BFE¥) LandsZ il
Lo T, FIZEIEHD relevance 1L EHT5, LL, HBRIZ/ AV —RERTHLHTZD,
relevant TiE7e\, | EWHRFUL, B3WVET LIRS N oT-, ADFIZE (BK) 2NIE
OFGE & R CIERNE 2 0 EHEE SN ORFEC, MBEBNRLDERNAEL O LHEES
NOWREM LFET D, HRENGHET 52——7 7 AOHE LD /ST = A FEE<
S FEL., —EHETHEDITIEIH SO0, LFLE FRETIZAR, H512, MEHE
MO D relevance (ZFRE TR Y . FIEIF#®Z LA 5 relevance 123 2 DREFE M 4
PR TS S o o, MG EETAN & R & A G b 7o B AR B OFB#R LY b
XV relevant TlxdH Db DD, HEE L b a—L LFIZETEERO relevance & LA 5 7220,
ZOFERIE. BRIAKIED AT Y XTI L 5 2T, MEEBMEHRIT redundant TH Y |
FIREERZ T THLITHLHZ L EREL TV D,

ZOFSLOLL T ORERRITK DO LB ThH 5, 2 T, KFHEHO relevance DFERZE L%
D DHEATHREZ L 72— LT, ZOMXOMIHEEZFE L @I 5, 3HITIEL, 7V
EH U TNEFH LD & FRSERMEE T L O BB SRR A R 5, Z OHiTIL.
& < AT heteroscedasticity DFIEMRFT S 15, 4 HilckW T, REHNOZ v -7 23
YOMTIZ L o THIZE D relevance ZAER L. S HIZ, EOHIE L AOFIE (HEK) & T
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BEAT & D BIEPEIZ K o THIE SN DHEFHERD relevance DFEEEIL, D & & & & DR
BRiE CGRR#Em, SArESRORES) . SEHHGIOMRE, SFHEREONELE, Hx O3
DFEFT), RN, MBI & ZRERRBRICHEIND, LR >T, B Lk
FOHIE 2 &V BT TREHEMRO relevance & IR 5 DICIFRE REER H 5, [SFHEHR
O relevance IR E E HIZED I B LT=DN 2 ) L) BVmiHicid, Rz
ZDHZEFTERVDTH D, 7o, FEIEFEOMER L. I, o 7 =70,
R EDY P —F - FHA ko TH, DEHERD relevance (DWW TOHEE R RITL
FEND, Ol Bie D905 O FEFERE R T2 T 2 i3 2 0 bt Tk,

FHIZH b b, 2FIEHRD relevance DAY 2 bI%. %< OIFFEE DEILZ 5
DTND, Bl Lo CREHABIOMIEN 037 biu, £ < O L EIREZ A L TREHE
EPMMELNTWDLL b, ZOSFHEMEDN D EA N SN HEFHERD . Pl O BLH B /) DAL
ICENETEBRL T2 00, FREE S L THRICHRF STl by, i
3. SERFRICRE W TEGENIE A L TLOR, 479 L b IRITIZZRWIZE L £ < O
EN—BLTHALTEZMEBLTH L, A RO X IZHGIFEoEEl, HHIEIZE b
2o T, TS T 2 RFHELEMI LT 21ZLE, WotH, 20O X5 RMEERN & E
HZOIEHTEVEZOZELEROTHA I,

KETIL, & <IZ relevance DK T % 8 < D580 A Td %, Collins et al. (1997) 1%, 1953
D 1993 4D 40 FFITDOWT, BRMKEZ BRI S S L, MiFlaE 2 s A5 L 2 1
B, 0 PE AT & B R4 & 9 % Bilml, A0FIGE & MU EEF M O i 2 AR L T 5 E
[ElFSHTE Lz, FFEO7r R &7 v a VAN GELNRERBERR () (ZEF
T 52 LIZE 0 relevance DFERZEZ M LT\ D, 1 HI, FFIEE & 8 PE L & 241
HEDETIEHRD relevance (T 40 FEF TR FLTE LT, LA, bTC EF LTS E
WELTWD, 2720, MFREOIBMKZ: relevance IXEAIMIIK T LTEY ., TObY
2, HUEEREM O relevance 1344 EH LT\ 5, ZTOFRKICOWT, #E51E, —REH7eF]
ROBEARDNET LENOBENELA -2 & RERENZ (ML & BIPEEICHLESY
B EEHNEM LI L EIzLdEmT LT 5,

Francis and Schipper (1999) %, 1952 47~ 6 1994 4% %1522 L C, Collins et al. (1997) & [Al
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(FF) 2l Lz, 208, 20 43 Fl2b- 2 MM TIIFREOHHIME T L TEBY
FREE O relevance ITE FLTWA ESHIT LTS, S HIT, BRMIAKMEZBERHIE S & L
T, BEMALAKBEICL2ERIF, BXOMEEERM & MFIRIC X2 ERFAEL T,
relevance DAERZEALZREE L TV 5, 128 ORRMMKAEZ PRI &+ 2 048 Tld, XEHE
HWOBANIETFTLTEL T, LLAEML TS EHESN TS, ik b ORFFETIL,
F £ D relevance 2ME T LTV DL, Collinsetal. (1997) & [FkE, FERICEREZ AT X 5 72
B O o0 B E CEAEL TWA 5 THD LS T 5%,

F7-. Ely and Waymire (1999) . &FIEMEDRE RO EE XD A N7 ~—)L
LT, BRROSEFHEHMO relevance Z L T 5, BRIKEZ GEHAZE S, #F]HES
G PE AT 2 B 840 & 3 2 HelR B L OERR 2170, IRERBE DO K E X% relevance @
RELLTWSD, ZOBETIE, FIEEEHREMO relevance (FEMER E AR -TH E
FALTWRNWZ ERIRESNTWD, —J7, M EEM L MARE ZlAabELED
relevance I%, APB 75 FASB ~iXE EAN D720zl b7 > TEH L TWDHA, Zhu
APB REX D relevance 2B IRV Z S IZ K Db D TH Y FALLLAT & 5 & BT FASB
KR D relevance IIFEFHHIICA EIZE WD TlE W & HE STV 5,

—Ji. DOWEEZ B relevance DHEREALE A A - T —~ & L TERRIITHIZE L7258
3720, £ ZTLUF Tk, 2FE#HO relevance % 5T LT-AFZE 2 E Y biF, 2 2 #
SRR D, HE (1998) 1. AMEHARIC)NA T D EGRIIN ORI RIS TH D, D
13 T CIE. 1990 £ D 1997 AED 8 AERNT OV TE R &8s D2 FHEH O relevance 234y
Fr STV D, BRAMAKEA BRI E & U, WlRIAR & Wl PE M A S I A8 & 5 2 BRI 4
PR SN TWD, KK 13-2 [ZITREHRI O SRR s h s o T, 22 To
RITEARE A PRI & U CTHEEEIC OLS [l & L CATe, Blattf@nl Gatkl) o%aicid,
TP DREVFREBITIIET 5% (1%) KETHE Th o7, Ll FRZEICKRIIFHEAN
BlEts o2, FE & WG e AT & LA & 7 relevance 134F 4 EH L TW5D L1, IE
IV 2 720,

F)11 (2000) [HERE 2 EHE B O A A RRRICONT LT Ch 0 . 7 =TiE, 1984
FEND 1998 F£D 15 FEBDOFEFER| D relevance DT 2 L TCU 5, Ohlson &5 /L % 42 H
L C, BRAM K HE 2 B B 2 & U, sl 0 R A 2 O 5 | BUEA I O HEE 8 & i o Al &

Y ZORBEIZ OV T, Lev and Zarowin (1999) B E 720,

8



FlaE. BES L UHEEBMEFHRD Relevance (1)

AR L T D EEIFRSIT AR ST\ b, MFE 7.2 (p.211) ([ZITBEFOWRER
BHRHRESNTNDLDT, AZ0HE L THIc, ZOWREREZHFEIZ OLS [|l)F L THD
Lo Bl (ER) L EEE L I, BRI DREIFMEEIIETH 72 (1%KHE),
Fo, KFE 7.4 (p.216) [THEE STV HHEFEFEMIC & 5 HEYFETH, FEOLREBILIET
Hole BWAKHE), LrL, RIFVEEICITS E LR RIIMEENE L, PR SmiT5E
Y ARANAN

F7-. Charitou et al. (2000) TiZ, 1985 5 1993 A0 13 FERJICHOW T, FIZETEF#H O
relevance 230 HT ST\ 5, SFHUIR 1 R ORBEE ISR 2 i AR L ¢, SRz
EEEEENOALLF ¥ v a7 n—a2BAA L T EEIFRST AT TV S, il
ZENTIOKYE & ATHIEL I D 2 FEE & XA, ARF. 4 DOBMALEIZ WL TY 2 — R
RSN TN D, T X TOFBAZEBIIATHIRE SO L > TF 7 b— S TWd, £
OFEFRIT Table 3 (p12) ITEEHLNTNDIDT, £ I TORERBIIONTYH, FHEIC
OLS [l L T Tz, € DOf R IREMREII Z ORI EFHH TS LTV L3 LT,

LA @ Collins et al. (1997), Francis and Schipper (1999). Ely and Waymire (1999). # [ (1998).
A1 (2000) D3 Hfs BTl MEPEEAD & FIR A AGDED &, AKE BIZ, SFHER
@ relevance 2ME T L TWD & W) FEILIZHR LTV 2R, LvL, b OFETIIWNT
b, BUEIZ X 5 heteroscedasticity 235 STV eV, Zivi, FEIOMIEIZ N TRE
CEWIRERBIZH b TS, 7o 2E JFk (1998) Tid, ERMEMORELRE D
Y (hoRfE) 13 0.8095 (0.8159) T v, HiffFHORELREKIL 0.8010 (0.8151) &7~
TW5b, £, AJI (2000) OEYFTH ., HEEEEHRIC L 2 EREIL, Ohlson £ 7 /LZEBWN
T, FfE (hRfE) 23 0.686 (0.772) TH Y | MG PEMEA DA X 5561213, 0.563 (0.528)
L7 o T 5, fliJ7, Charitou et al. (2000) Tl YR EFREL O F-HME (1 gefif) 1% 0.1332 (0.1221)
ToHY ., B 2HZEOWIEITHAD ERERIEITN 72D /S0,

Z OREIX. 3 TIZ Brown etal. (1999) (2 & > TEEB R DT 2 STV 5D, 5 Do
IZh2e, BEERZa br—LT58, ZHZHREMRBITIIZLERE S BR, L
b, KETIE 1958 4705 1996 40 39 MU T, FUAILE & e pE il 2 42 & o
7o REHE RO relevance 13Tp LAIK T LTV 5 &S STV %, Brown et al. (1999) D5
#2523 % & Charitou et al. (2000) DIREMRE DS/ NS WDIT, WAZENRT 7 L — &R
TWLHTeHThDETREND, ZOMEIT, ZOmXABLICERTLIRTHDL, ZOHF
%2 ClZ. Brown etal. (1999). Easton and Sommers (2003) (27250, B ET 7L — 452
LI L~ T, HIAIZHEEIRT 5 heteroscedasticity (ZxtiL9 %, %< OIEATAFZE CIIEENT 7

> /23, Ryanand Zarowin (1995) %M,
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VN, BEE T LT DR BRRE OB ODBFIZED relevance [CEEREBE HIZZ D LB X
FIUT7ZR B, EROHIENC X o TEMEN R D56 BEXREDRE R Lok 5
® relevance ZtHE L THTH, BERO D DifmmlT B T2V, PERES I — %8 U CREEDR
ZREFHICALER L7 5 2T, FIZRIEH O relevance DD D D, Z OFe KO 2 O HIY
Thb,

F 72, stock valuation model Z &k Lo, HKlRESNTT T v 7 - Ry 7 2L snT
V% permanent earnings O E KA I DEIFET LA U CTHED O D, EERIZHE S5
FIZEIZ I transitory earnings, temporary earnings & AL TV 5728, W& SRS N2
?F F permanent earnings OHEEEIZ X7 5720, HEFIT, FlIELLZNLD ) A V—72
HHE & FRU T, permanent earnings O TRICFIA T2 D Th A 5, 772, HiEFHEEICKB TS
X372 LA BETET T 7 A ARSERITERDID DT Tt 72 < | RIS ORERLE SR O 43 FELAN O
JFEBRA LT, BEZIT permanent earnings & #EE L T\ 5139 CTdH D (Ramesh and
Thigarajan, 1993), Z DX TIXZDRMEIZER L. £ 95 Lic /A X\ 28 4 [El)F
ET IRV IAATE 5 2T, FIRSIEH O relevance Zfatd 5, T, H3IOHKWTH D,
Z® X 91z, permanent earnings D& X 5, DL E —EHTHHMESIZR o TV D,

3 ETILEHUTL
31 7

ZOMLTHE, BERIIRT A EME LS TV E LTHED DD, BLFOFMFIZLE
BoT, T VERE L, F LI, —MORFT — 4 % FEETIET D &0 ) HlFHR
bolelod, BHGREIIN ST I 2520 o7, 2T, BF¥EOT 7 M7y MGICET
LG EARNPENE WV BIRTORERELY IV ET L ELEZANE LT, ZNEN
DFEFIT-OVT, 2000 4F 3 HHICI 1T 598 bm BAL S0 A LIN A x5 & LT, ZDfER, 2
DL DY T g, EEREO X 5 2REMEZA L TE 6T, 2 LEBif (operating
volume) X OMEZETERE (survivorship) (20 AT B3 7T ANEBIERICE TN TS, H2

® Gu(2001) I, PEMRED L Z D < B RIE S A SRR RIS B o TV B,
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2, BGTIGIC L DA T AZEET D7, LSO TGBS KO ZH HSIC ES s
TWOLEESLRIT LT,

B 31T, AMERIZRBIUEIC K o THEMEZAT O 72D, AARFEHHE (NIKKEI NET) 2
ANFLTWDEMRIGE L@ T % 7 2R Ui, /X 50E, K (Marine) | 52 (Mining) .
8 (Foods) . #f#k (Fiber), %« /X)L~ (Paper). 1t (Chemicals), [E3/f (Medical) .
= (Rubber) | 223 (Ceramics) | #:4l (Steel) | 4 J& (Metal) . #4k (Machinery) | &% (Electronics) .
H #hH (Mobile) | & Ol bt ss (Trans. Vehicle) | &% % (Precise P.) | i& /i (Ship Building) .
ZOft (Other) @ 18 ¥ TH D, ZIULT —F - XN—RKWM L= HDTHDHN, T D5y
IR HEFRICA O TRHAESN WD EIff SN D, IEEEESFEZFIAT L2 LB 1
DOHETH LN, TN EORERE AN EINTAFETH D DONLENTITRN D, 20

LTI Lo 727,

saRek s varpgiETHIChizY U I ABEORK HIZRE - TRFER S,
Fio. BN 28] %2 7 — 0 L Totrd 2120, REMY I —23HEHIZE D T, I
MR EZRET DHENDH Y ZO7=HICH, R HDBFE—OREL Y 7 Mz LT
b0, LnL, EFEO NIKKEINET O F % v Z12i%, 3 HIE DA OELEEN T
W5, EZT, o6 U IAEELLTHIEEZANE LT, 3ARKERELT T
WA, 7072, 3SAREREL T2 S > CHAREDEHGZH#< Z 12, BEimmicd
FLRENC B ERARMEN D D, FMITHR T 25, 3 HRREMRE L TS O L ITHE
BT LB RIE TIE RS, Z2ORTEH, ZOMIXOY > 7 WITIE B ARRE S O s 72 Bk
TOREFEHEFRNZEZHONTUORD TR TIUE RS20,

BB, U T OEMH BRI it Tl <, 2D EZORBRIZRVH D
D, LR COMEEZREMEL LT, K VHEATHE TR, S5 EOZHITHOW T, IRIFEED
B S TSR T %, 2070, TN T D LD a2 MIH DA, BiEE
MHBIERFNT LAFERFEZRA L TWAREICYH VT VERET D, T OaIE 1979 4
3AHITH Y, #IBE 2000 £ 3 HWITH D, MBRELDT — 1%, 1999 4 3 A £ TIIH
#% NEEDS LYV #' 7 >m— RL, 2000 4F 3 A IS\ T [AMREFRREZHRED 726 F1F
T LT, BRSO W T, BERFEET RO [HEAH CD-ROM] 7~ Bl L 7=,

32 FB/EARET IV

TSR DS o TUL, SAEEE COEERBIE 00N D, DX Rk
BEIZX->ThH, TNERETE RWERTH D, £l EEDEOFTEVLAUIZL > T, ZOmILH
ERZDTTWVLEENRONERLDRBRRRDZEbMETERY, ZOMmXIT 1 DDA T
HY. O LEMBEABRFET L2 ZE0EMicE Lo, 2Ll RIFE kLA,
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XB% &

FRAM & F3HE R & OFGHRIBIE D & FHE H D value relevance & 73 #T9 2 EiEF5EIX, 7
TITHESL LT 2B T D, L L, TORMENRTHREZ O R)ho720 3L LT
WD T2, ERER RO 2R 720 | AR A 7Y r—v g U as I EE HE D
ETHMELHD, £H LA ERET 572012 H, 2 Z T, value relevance study @ JERERY
AifED > 6, BERRA LV MR L TBLORARETHA I,

BEFZOYFEACHRAGHIIC W L TRFHERP AN TH L L nbivd L& K5 T
IHERRIZ, BERBRT HFEOERICEH &SN T, HEZDFEROFREOWHI, FFk¥
Yyvvaza—%THL, ZOTRINIT > TREOEBEAME (fundamental value) % H#E7E
T2EE2LNTERL, T, RHFORTEL ALV TH RV, ZZTHRESRD
FERFIAE, FRRF v v v a7 m—d, REDNLIER., MRS T X 5 permanent earnings
THDH%, WHETHZARL, 2D permanent earnings 1, REFEREL D —HF 2B B2 E Eo
I, 4 B Z2RIZR BRI I3 S22, Bl & SFHEH & OBIFRZ [ 5 value relevance
study I, AT, & D permanent earnings & SEHEH & OBIRZREIZ L TWAHDOTH D,

WE L ERERTTREZE S TA L TV 5 permanent earnings & PE, & L, R¥EDE AR R M &
100R %, #kfliz P, &4 2, Z 2T, MEEEFIGIET V) (1 THL 2 BOR O/ ZE A B
N LT,

p = (3.1)

CRET D, T, EEOKEMITERO M RBIMICH > THIfF S5 permanent
earnings DOE|F|FHAEMEIZ Ly, &9 stock valuation model Z487E4 %, ZHhiE. value
relevance study O EE 2 JLEERHED 1 > TH D, bHAA, FEHITHEET 2 9 2 Tid.
(BRI KLEFHY 72 R THLIHIT AL L TV L vy,

W2 OIERER R ETHRIL. 2FEH & permanent earnings & DBIRIZHOWT TH 5, i
WD HLORFEDOEME (2 & 2 ITFIEE) % X, L LE D, BRI AT XA LTI, BT
DB.2)AUTEK SN D BRI EE STV D,

S DT H AL BIONTIE, KA (2002) HBRE N0,

®  Z o permanent earnings & Z LIS OFIZE S & TITMRMBLHR G R & OBIRN R 5 Z LT,
T TILEEZ S OIFFUICL > THE LM SN TV D, 72 & 21X, Lipe (1986), Kormendi and Lipe (1987).
Ali and Klein (1992), Ali and Zarowin (1992), Ohlson and Penman (1992), Strong and Walker (1993). Parkash
(1995). Cheng and Liu (1996). Beaver et al. (1997), Ramakrishnan and Thomas (1998). Mest and Plummer
(1999). Easton et al. (2000), Jones et al. (2000), Charitou et al. (2001) 7¢ & & &R,
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FlaE. BES L UHEEBMEFHRD Relevance (1)

PE, =aZ, +bX, +u, (3.2)

I akbRERAT A= — ZEX PSAOERTHY | U FEEETH D, ZDZ,
%, permanent earnings & BItR % A9 % /& ¥ C value relevant 72 1EH TH 5, THH Z, 121, X,
USADOEFHERIZ D B A A, REFLUSAOERDEENDY, Zib 2 FEOKEH LS omitted
variables & & T 5528, value relevance study OB (B X iu7z) JEREAORTHE L 72> T
W5,

—J%iZ, value relevance # fRFET % & Z DEIFET VI, KkRUIZL D

P =a+ pX, +y, (3.3

Z OEIFRIC BT DRENFIRE S OFF S EZITV, ZUBHEHICARICEr L3RR D
ZENHERESND & AFHEKME X, 13 value relevant TH D LHESIND, LIRS T, £D
FRERE RN, TR TOREHERD relevance 2773 H D TIEAeWy, Lnd, 72& % X, 2 value
relevant Tho7zL LThH, 7ZACENTT T, MICREBERBGFE LRV E NS BT

ZIE A OERMES S 5 EWIE TE 501 Th7ew, Z 212, value relevance study @ 1
DORRAD® %, Value relevant information DA IR ZMEFEICHNIETERWVNRED | D
WIFABROZEE Z, ZHRETERWVNE Y | ZORFUITER S 720,

5 3 DI L RTIRIL, FRETH D, FEAt £ CTICHEEFITH 517z value relevant fot'fi
WAL RSO P IS S LTV D, BRStOSEHER (Zhicix, A by 7 O
TiEeL ., 7u—7Th 5%IJ§®'F§$&% GEND) EERN P, SHETRICAH BERBRICH 256

EFHIERITIE, BB B S U7z value relevant 72 fE G R TV D &9 BEIRT,
FHE T value relevant Toh 25 L fllr S LD, 2 O[RIEEME & AR stock valuation model 73,
value relevance study DR % 2 2 T\ 5,

ZCRHEIE, SFHMEBROYIMX I EEDORERIZL > TRO LN TN D DTV LT,
PR E L LT E DR RDOKATZ BRI L 725 LD TH D, fiamh b Il o
BPUCHA L THRIED & Z AFERII 2R D FIX R0, 70T, &%%Mﬂ&)fﬁaﬂﬁ%& X, %
MY 2B EFECERZELEY, TOHOMMZWHALE K E T2 05, [FIFR(EB.3)IF
DEHEREZ Mo D EEZ N TN E MR S E TN L% D &0 ) R EKE b

0 AL OB relevance 122V Tik, 72 & % 1F Amir and Lev (1996), Hirsch et al. (2001) 72 & %
2,
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XB% &

2, LML, eventstudy TOFERDOEERPHZ TN TWVWDHERBY, 2O L 57 HRFEZRFE
TLHOIXZDLDOTEH L, ZERRAT 4 T OFREIZLY | KEFHEROERFREEK A LA, 3§
KNED D LD O BEANCTH SN TNDLTH A, Tz, TOREMAL T
b, BEICEDIEARFEE D OMME R ALEICT 5 L. S OITHEMRERET 2,

120 F, BEICL> TREREOINREZR>TVDEEWHIRETH D, TORWTIL, %
ITLTARSINTERPRERBREEOHMIC b EEL HT- 2 5, 5 spillover effect,
contagion effect & FEIZILDBSG TH D, ZOBBNEL D & IRERENENREIZONT
L BRI & SEHEH & OBEMEABEEL ThH . SEHEHO value relevance (2D THAE 7RG
FIE SRV, FH 5 O spillover effect, contagion effect 2 =2 b 1 — L4 5 F%h 72 FBIZX
BUERS 72D, b9 100F, BFEORFEFREEOH AN —E TIZRWDIT, IREREN
LIROWHFERE COMBELY L FMICEETERVWHETH D, 2086, AR Ok
fili 22 RTER OFRAE THI > TH ., £ OEIE 1 EROMALRIZIT R 6, BEEEEL 7 —1
L 72T I IT BRI e B R 2580 5 T E R TE R,

ZNOORMEOTRZBER LT, —HICRE A2 D 3 » A% OKM 2 8L L 355
AL B 5D, 72& 21X 3 HREAETHIIEX, 6 HRFFROKM (HDWIERIHFED 7 H 1
H7225 6 H 30 HE TORBIURR) 2alHAZKET L0 TH D, LinL, ZOHEICIE,
HARRRMBENE T TLUE O MRMMITIZ IRE A 3 o A INITEREF D3 %1 Y 2 72 value relevant
information & St S AL TV 5 — 07, IR HRRICAEFEITAE U HRFED 5 HRIEE OSFHE
IR END DL, BREFEZRREO—EFHOFISN Lo, £ 5 LRI TIE, KEHEHO
relevance (Zit/NEH S 4L DGR D 5

Z 2T, ZOMX TR, WA B R ROMMZ PR AT 2, WERNRLED L) 2T
IZ & 5 T value relevant information Z AF L TWHDNNXT T v 7Ry 7 A LT, #EH
FTICHREFITHY 7= value relevant information 78 % OO FHFERIC KR STV D &
V) BEETO relevance Z[HEICT 50T TH D, b L EFIZROREHA relevant THhiL, 7
TUHAENGHIICERPZ DD Z EXbBAL, T Y A NEPHIEE THIT A1TEIE O
LOOEHEMLHEZOMNTRDITTTHD, 2L, HEFZNRERKH E TIlTiTmy 5
WIHFRASFHERICH TN TND & & ZDOFEHRD relevance (X, Z DR D3 H 6 13
L2, ZO8T, 2OV —F - FTHF A 2L o7 LTH, 2FHERD relevance (i
N E NS ATREMEE B> TV D Z EICHBE L TEBLERHA I,

33 FI7L—4F—
Z DL TIE. AR OFIISE AL (earnings capitalization) EF /L (BLF., EF /L M1 &
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FliE, BES L UHEEBMFER®D Relevance (1)
) BT IR, F7L—F—OBRICOWVWTIIEE > T= RN, T 7 L—F —%{f
AT 208 0E, HREEOEBEIESR TS, 22T, LFOT 7 L—4—% R L%
WETIL MIA EETHIRMEMZ T 7 L — % — & 5FF /L MIB & Zlikd 5,

Pit :a+ﬂxit + & (M1A)

P X,
=g+ —+u, (M1B)

it-1 it-1

T CHERBAZSEL P IR (RER) FEROBMETH 0 . FIEEO X 1T, EEMRE
(OP: Operating Profit) . #% % (OI: Ordinary Income) . #lif|%E (NI: Net Income) . #i¥& P&
& fM (BVE: Book Value of Equity) 23, WIh b 1 EH- Y OB TRAIND, o, KT
O i FEEERL, CIIREY RER) 2RL VD, FEEORFENI ORI EiX
Table2 IZE LD TH D, TRTCLIHEHT-VOHTTHY . BFEOHENIIHTH D,

E7L M1A, M1B £ ZHIZ L5 OLS FliD#E R, Table 3 Th b, B¥aT 7L —
FLZRAWVWET L MIA Tk, EOMBAZEICHOWT S, HHEEESREREIL 95%nR1# &
BHRMZE VD, - ED 400 22 TE Y | St LoFIGRE X OWMIE ES KRR ED A E
RHAER LD Z LB R LTS, ZORRERDNED T, KFEOFILE, MEPEE
DB, WTNA LY relevant 2 fFH TH L D H, BT TE 220, LarL, BEfFDOE
AETFEDRE R LT D & & ZNODORERBLE tIEO®mSIZRFE THY . Z OBROHE
RITIFERRBEMZ NS D2 2720,

i, B¥AET 7L — M LIEET/VMIBIZL D & WERBITET L MLIA L0 HKIEIC
KT 5, 2720, AR L OB EITNTHRE relevant TH D, £F /L MIB IZBW
T REREE tEICERT 27225 S5O relevance 1, B RIS, BFFILE, MRS,
MG EEMONAIIK 2o TWAH Z ENHERTH S, T /L MIA & OBEE/E VL, #E
PEFEMOMA DI E TH S, BT /L MIB OFE RIS IiE, #UEREEMOMIZ V95
FAIIHAZE LY L5 TWDHR, EF /L MIA DFERIZZOMTH 5, ZOMHEND D
oD, WTFNDOETNVEERT L2000, OO TERERMBEIZR S,

ZIZT ET 2O0DFET/MZOWTHRMOEHRE (AIC) AR L THT, £ DORERIT,
Table 4, 5 (Z48# L7=, Table 4 ZRFEHIBNZ AIC ZFHE L7ZH D TH Y . Panel A [T 7]
ik, BIERERILE, CIIMAILE, DITMEEFEMO AR TH D, TXTORMALEE, T
RTOWRBINTIBNT, AICITET /L MIB DIE 9 /NS, PEZERNC AIC Z 51 L 7= Table

15



XB% &
5CHLZDOMIZFALETHY, T XTOFMHELE, T X CTOEEIZBWT, 7/ MIB @ AIC
TET/VMIA DZRED B/hS 0, AIC R/MEIEEIZ X 572613, Z#¥ET7 7L —hLT
EBT/VMIB ZRIRGRE Z LITR DM, ZAUTEED order RS TWNEHTZHTHH D,
T NVOERITOWTHRERZHB A2 TR0,

O, FIROFEROEENEE X 2D OLS OFEMMFIHRIC OV THRH Lz, —&iz, 7
TL— FORERET VOMAEICERREELHT-2 58 1 OERFE LTI TO
LD, HCARY— (heteroscedasticity) Toh b, 7 7 L— & — O AN ARE — 43 8 e B
THENDNDZ LN, % Z T, heteroscedasticity O — A2 E F1ETH D White test
ZER L, Tabled & 521X, DI A RELAEMELZER L THD, ZDI A FfEN
FORENWEGBIZEV A —THY, ZHICE bR L0/ NS MFRIL, [k —T
HHEVWIRMEFATE L) AEMENLVENIEERL TS, LER-T, 5B1Y
—TdHDHL\9 OLS OIEMENZRNE &l 7= 7o DITiE, A RIS <, FERIIRE
WIZODBEE LY,

ETT /L MIA Tl D% —TH DI 1%KETEH IRV oiE, < TR
LN — A2 Tl 5, Table 4 DFEELRIATCTIE, HEMGE, BRHEFIGE, MAFIEED 3 FI
SUNT I 1987 4 3 A HIPR B D 2 W PEFIIZ OV T i 1986, 1987 AR FL D A1 IZil £ 7200,
Table 5 DPEFER AT CTIX, BEHEFRIZOWTIE, M- L7 L EELO 2 R, BEFEIT
Z 02 FMICHBE, ERENZ T 4 FERE, BREFIRITO T2V T O 1 RO L
o TS, MEEEMIC OV TOBAY —MEEATE 201, M-V B3RS, &
MOIERDOHLTHDH, ZORERKEL Y, TF /L MIA Tl OLS [AJF OAEHER 22 {5 E ANl
REN TN EHIET S, A O Table 3 DEIFAERIZIEHTEX 202 L1125,

iz, 7N MIB DIEZH b, SEBERICE— L0 biFTidRwy, <2, Eoil
BRI L - Th, 1997 HRE & 1998 FIRFE TIX, GBI ARE—ThH D &I KGiAE 1%K
WTHEATE 2V, FEENOREMBICL D &, BBEETIXEOHILHICL>TH 1%
KETHHBARE =122 > TV D, LEOFHREZZBE LT, L FTIXET /L MIB &7
DD, S HIZIRD 3 DD FHIEIZ K o THIMAE—MHICHLT 5, DFEERHOZrX -7
9 UOHTTIE, EROEEY I —IZ Lo CHEEDR LIRS | 2RGFEEDO IR (22 FF1H) %
F LT AR TIE, EES I IO TEES I —IC L > TEEHRERRL, 3)/ —
<D HETIHZR L . DR M2 L7 White @ t 512 & » TREFREOFK
BRI 2 2 & &7 2, RO TIE, T VEGELH AL —MHICZn L THd
Lb+aREENLDOI T IR o7072, & ORGER R OEEMEICITRMAE S, Z1ic
7ZWLT, ZOMXITEDOREZEB L CND720, BURSHTOFREOEEMEIT LV &< o
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FlaE. BES L UHEEBMEFHRD Relevance (1)

TWAIETTh D,

34 REAIZEBZVVTINLVORE
suaR ks va e 57IiE, REHABFE—OY T NDBE kI L CEYR
I ETHRMEND D, MO LB DARETIE 3 AREEEN I Z N0, 3 H
WRHEPHEDHERGIZ L THNT 5 DON N2 GIETH D, £lo, HEFEELZ =1L LT
FEDRZELS I —ICEFT 258120, BRHEBDOa X NOFHEFREOERZBE
LCOREH DR TR T 2R A THIRESITT 5 2 L B2, ZOREITRBEIZR 5 D1
WHEAICH ESNWEH U FADRIIC AL T AR TODDHNENTH D, PHEA OE
I K> TIEFORERPIRANCE R D72 51X, WREAITEKILL TH A ZRE LI L ED
(R A 1L VYA AN
ZDREMPD DT, 3 ARBEREICHRERET S Z L DY 5% Chow test IZL - T
ez, 3 AREOY TN EZNLNOY T L ORI, &R FED B 2 N0
ERGET 2017 ThH D, Table6 1L, ZOFRERTH D, METHERET & LLERIIOVWTIT-
7z FEEOBMEIZFETHY | [[NOEMEITHEMETH D, HEFR. BEFIE, MRS,
MG PEFMR DT X TIZHONWT 3 HIREDOY Tt ZnUS O v T b ORICHE ek
ZENRHDHOIL, MiHEE TOMBLED 2 ¥ TH D, T, EELTH, MR &MUE PE A
13 1%KHET 3 HIRBEARFE L 2 E OMICHBRIEENRD BILD,
Z CORMGER R, 3 AL ﬁ%%@mht“ﬁ@ﬁ%i PR A R DA FEIC
HBIZ—BAbT 2D REN THDLZ L EZRLTWD, TDOHEEREE LSO, Table 6 Dk

R, ¥ L BT 50 &0 IREH OMEPBEIKZZELIETOVRNT L 2R
LTV, BLFD 3 ARRRELZRIG & Lo RIT—EOREEE Lo THY, M
MRAYIRANA T NI NEZZX TEINWTHA I, 722, T TR EBY, £HEH IO
XDV TVFIBHFHE TR, T F LY TV T2 TV D DT THRVD T,
M OFERNEEIEE S > TVD LTV ZRY, HETH, OO EIT, ZZTHEE
L7 IIEAFE L TEBY, £O—RILIZITEETRIINERLRNWTH A 9,

4 FIE1EIRD Value Relevance
4.1 F|ZE D Value Relevance

WEARFERID 7 o A « 27 > a Vo THIZED relevance & fRGET 5 & &, LIE LIEWISE
FENFLEANT TWDDIE, AR L7z &R0, FlEED relevance (XFFRFITE D L 9 I2ZA4k
L7cDINThH D, 1 DORRRBIEL, SEHEEOE x OEMBIYLETIC & b e o> THIZE
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XB% &
relevance (X L72WVMZ EH L TWD EWHI BGFTHD, b9 1 ODOHONRLE, FRFERE, 4
HETEB ORI 7 B LIC B FHEE DO SGET B WO F, FIRED relevance 1 L7ZWITK T
LTS EWVWIRETHD, WTNIZLTH, N0 IZEFTORGOMDLEAL & SFHEEUEDMR
DAL & OFIFTBIBIFRIC L > THIZED relevance DZELNE SN D26, T DOZELOH A
IR TN > TTPRT 2 Z LIETERY, MEET XSGR AT TERVNDOTH 5,

LTI D T ORI DGR R BIE, FZED relevance DRI AR Z &1
TERV, BEORIROWICE D705, P ENEEE ORI OFEERE 5
E) NTE LT ET, 2RI OMFKREFRIEIZIE~TH | relevance % E&({LT 5 )
BRI ZORERFIOEAEIZ 5 Z LIXTERVWNLTH D, ZOWRD L H Tk
BN X > TH TN ER R DG83 0B AA, e 2 R—®EEx5 L LTHBICZ a7
Ak a U EITOGE THoThH, WERBORRINENEZNET 59 2T, £F
STRREFIEDR 72\, FIZED relevance DFEEEIZOWTDERAVRERR & £ DML S ALTZF]
HFIESFAE LRV EL |, relevance DRI Z g 2 9 Z LI TERVWOTH D, T
Al T TICHIZIATIFFEIT BRI 7237 TH B 23, IREREIZH B o DFH ) DI
relevance DIEE i SETEZ TLWVL, FRORMADH S 9,

UTFTIE, o, FEEICBW TP AERHAZLE TH L0 ENIEB LT, Fl
% relevance & X 5, FIESRNAERALE L 72 6 72 WEEEDNTAERIN L T,
O relevance IR T LTWHEEZXDHZ LICT D, il )OFRIETH DR EREIT, [F—
YU T ONT, BIp DAL DR 7 VOB ) 2 BT 556 0
BEELTHETDIZEED D,

ZHLOFLIRHFT RIS Table 7 1ZH# L7z, T X TLIHESZY OEFTHY . ©EOHEIL
MTh s, 1996 FREHNOEEOKRE e BITHRREBRD720) BERF T NICEE
NTWDT, Bl LN LS 70 OF3E & W& FE Al O V-5 & AZHER 2213 OAFEE)N D
REANCKRE SR> TWVD, 2072, BEUEOKRRINOEMIL, AT 47 L ELBE LT
ZO NI, ZOBAIL, Wb LT EZOFELZRT L ST, 1991 4 3 A#iE T L
L. 1992 4 3 AMILIBRIITRL T2, ¥, ZOMmX T, BiROKMTT 7 L —
FLTWEOT, RN KE R BEET T NMICEDTH, BURSHTICITE R BEZ £ T
SHEZR,

Table 8 1%, HFEOFIEAZTALIEE LI EDAIC LB LD THD, WTHOF]
TAEED AIC DI/NSWDDINEHEND DT, EFEFER L HEAIZR (OP-01), H R & Hl
FlZE (OP-OI), #HEAHE LAFIEE (O1-NI) @ 3HUZTHDWNT AIC DEEFHR L7z, REH
IZE > TRBHRIZE /2 > T D72, /3T A R U » 7 FRE D Wilcoxon (2 & A E (IE
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FliE, BES L UHEEBMFER®D Relevance (1)
REAF BHRE) Z1To 77, ZHUE. TR ENOMOFIZEN B REHNC OV TG LTV A0
bThD, 2720, FRIEOW O T IE S, FREINIMNL L RET D2 L1k b, K
EMRIZZ THY, AEMEILp-value TRLTHD, S HIZBNST (binominal sign test)
X, AIC DRPDERIZONWT ZHM AR Lz L & O/ FREDORR (FERE
p-value) T&H D,

Table 8 (TR STV D K 91T, AIC 1T, BRI, FEFIAE, MRAEOIEIC/ NS £20
FUNBAR A ilE U CAERT ZMRITE L TH 5.2%ICT 200, ZNHO/BENLIX, B
FEE ERRHFIIED AIC OFV/NEERITIZ- XV LW b OO, #iFIEfMo 2 FEOFIZE LY
. AIC F/MEBREDBLE TH > TNDHEVZE I TH D, 7272, LLFTHMY IR LFIHY
% Wilcoxon OFEEIL, K/BIHRDNEL. Z DA ENEIZONWT 22 W2l U TRET A H DT
HY ., KDOMRIZEOREBESEEZRET 5B O TIERVRICIEER L TEE 0,

DEIZ, Table 91X, Z DWFFED IR & 22 DGR AKEZFHER L T H5ET LV MLIZL D
[ OFERTH 5, BUROHEEICHTZ > TE, EROEEL I —%2Eb=, Wb D H
TEXNE (fixed effect) BT /L2 L7-, Panel A 1%, B ¥R 2L E L- & X DOfEE
T %o BRI DD DB 10%KEETHE TIERW DX, 1987 D 1 HI7Z1F Th %,
1989 FEIRE TIX, fRIEIFFREUL 5%/KHE THETAIICH EIT 2 > TV D, 1996 FRFEIZHOUVT
. BIRETAZDOLOOAENENMEV (F=1.012, p=0.444), Panel B (%, &% F]2% %t
AL LTz & EDBEIFATOR R TH S, 85, 87, 89 fF 3 WITITRFEFILIZ D15
BIIAETIEAR, F£72, 1996 483 AL, LIV ETVZD S DITHFRIEKRDS 20 (F
=0.882, p=0.601), fth /7. Panel C i, MiflEEZFALI L LizL EDFRTH D, 1979,
85, 89 4D 3 IEMNT OV TIE, FFIZRICH D REIHFICHE TIE ARV, FURET
NZEDEHDITERNZ2 DT, 000 1996 £ 3 A TH 5 (F=1.028, p=0.426),

T IZC, 1996 4 3 AMNCBWTET VICHB N W L ORREZR DL 12D, B
TN EBRON TR 21T o 72, ¥R, RERLE, Aoz Ena2diER L 15
HRYF NI BN T AEE(L LT RN 2 BB A D v TV R v e Bipd 2 LI
L7z, ZOfEE, WINOBAEE THLRE U 8% (1996 4EREI 20 7 L0k 2%) 23
BTN BRI &N T, M STt TV E BT Lz BRSO R1L, Table 10
IZE LT, BE T EERS & 1996 R EHIC IV T HFIZE I relevant TH 5, F 72,
ZORRERD L BEY T TR D DR O & tIEICIXEE B E -
TWRWE) THDH, TDOZ EEMR LI D 2T, BEV 2 TV OHEIIEE BT A 2
ERZ b0, UIFTIER. EOEEIZONWTHH U FADBRINE LW 22T 5,

LL Lo Table 9 DIENFFERZRIET 5 L. WTNDOFIZRIZOWNTH, 1980 FRE DT

19



XB% &

JVHNZRILE DS relevant TARWREMIZANZ SBIZZ S D, 1996 FEDORISMY, HH 7R 4 bR <
&L 1990 FEARIZHILZE D relevance 23 Kbz & D FRILITEIZ S e, & BT, RERE
AHAICH T 20& 0 | BRKEDIZS ST/ 0WT 20T, EHMICR D &, E¥
g, BEEFIS, MAREOIERETE VIR 2o TWD, ZhIE, FHEE LY HREFIED
E9 2, FRFEAIE LV BAFIRZEDIT D 2, XV %< O transitory earnings & & A TUN 5 )
bTh I, ZORIFRITHMRIT D,

ZAER ZOMIXORE 2 DT TH D ERMPEHID L D, Table 9 DA 2 SO
3. BRRDAENOEEDROFMEL ZORBELRRE LI R TH D, A6 2 FHD

Dummy Test OB X, FUFICE O TCEEY I — 120D 5RO T X TR RIS
(7,=7,="""=y,= 0) THINENEMRE LT F1l_ (FEfER) Thd, Z0 Fﬂ_75>7ﬁf§

(NS T AUR, FEESREBFIET D LTV 272\, 1996 AERE D FRF T EBRL &
HIERE, BEAIE, MAROWTIICONT Y, TRTOEEICBW T, EES I —%[H
JRHEEIZEZD D ZLICERRH D, DEV ., T RTOEEICENT, EENROIFIED R
SNTWD, 72720, 2@ Dummy Test TiX, FHHEE ThH i OFEHIC L DE NS, F
FEIZ X DN, SIZEHE OEMNTIEIR,

Table 9 D474 Hausman Test DT T, AREIFFRELOHEE 12 I3 1T 2 HFTHAI NN % 8
T, EENRETNOLENEZRGE LT A Rl (FEMHEE) ThoD, ZOIA ZFHEN
AEICRE TR, EELI—Z2EGDRWGEOHEITR->TNDH I EEZRLTND, 20D
RN, BLERROVE R A2 R LT D, 8 LIS, BEZEN R BRI 0 [l HEE A B 7 528 (1%
KHE) ZHT- 2 TWDOIE, BHEFIET 10 #, BHEFIETOW, Mg TIMEoTE
0. FEEFE ORISR EENROFBEL R ZIT THDH DT TRV, 7272, A—HETH
ST, FREORIEIC X > THEEDROFBIIR 2> T D, =& 2IE, 1984 £ 3 AHIT
L EZERIRE LRIRIZE O A RN 1%KBETREVDIZTZN LT, BENIEDOZIUTA
BICRE e, T, 1993 FEDORBEWI Tlx, MFRED I A ZRBOHNAREIZKE W,
212, HEMRE, BERIS. MAROT X TICEEDRENAEREE (1%KHEE) 21
STWDHDIX, 22 Hd 55, 1980, 90, 94, 97, 994 3 Ao 5 HITH 5, Wiz, WTh
DRFEIC G EEN BN BB L2 - 2 TWnoli, 1979, 82, 85, 86, 87. 838, 89,
96$3H%®8%f%60%%%:55k NT VNI EREDRITHN TN, TORAE
BORKIEEINCEEDROFENENTCWND, 20X HIC, EEIROPEOKE SITE
JE (H2DVITHIR, B Ik TR TWDEDOTHD,

ZOEHT, DEEDROGHEL, QFREOFEREIC K> TR 2 BN R D Z L 3)FE
JEIC K o CHEEDROFENELL TWDLZ EEFRRLEZOIX, ZOMXOEELERTH
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FlaE, BERP L UHEEBMIFHD Relevance (1)

Do TTIZHAIZ K DI PEZEMRCE ~ D PEEN DOBEFEREL AN J 70 2 Hilsl . 8 2 VW TR
ZE T2 o THIRED relevance % i35 DL TH DD H, BB ZV, Z 2 TOMRGE
R, TOREER LIZIEROMFRICTZ W L TERAREMZRT T T0D, ebHA, PE
ER L LD L HICary hr—L L XV OnZon T, relevance study OFELL TEDLA
bDHDITTIHZR, LovL, EEDRDRERBRICHI- A D EZHH L IVWEE, BHE
BEIEBRERBE O E & SWTLGIT relevance & Ll 2 L. o k48 < GRS
HbH, T TOERIERREIT, BITHEICIZO L TEELREHZEBS L TNDHDOTHD,

4.2 FZE L REROIEXNHME GERBHE)

RIS D REFRE O K& S, T TICBRREZ L D12, BEEOFEERRLE RIS
permanent earnings & OBIHEIZ K> THE I D, —MIT, MOFRENRFE LWL ED | JERIE
B72. HEGEPED 72 RS, permanent earnings & OBIERE V-, BRTOEHEITHET,
HRFOGEDREIFIRENT/ N EL 2D EZbND, KER ETIE, ZOIERFRIELR VD LIE
RIEMEIXFERERIC BN BTV % (Hayn, 1995, Shroeder, 1995, Elliott and Hanna, 1996,
Basu, 1997, Burgstahler and Dichev, 1997a, Martikainen, 1997, Lipe et al., 1998, Collins et al., 1999,
Givoly and Hayn, 2000, Sin and Watts, 2000, Bartov et al., 2001, Brown, 2001, Jenkins, 2003, Ball
and Shivakumar, 2005, Dopuch et al. 2005, Joos and Plesko, 2005) , = Z C, Z D@ XITHB W TH,
Z DR Z MR T D720, LT ORIFERIC K 20 217072,

Pit:a"'ﬂlxit"'ﬂzDLXit"'z}’ij"'uit (M2)

Z TP IRk, X IEAFEoRIEER L, DL FEn 772 (BT ofA%0, <
A T2 ORT) OBEELETHFI-EHTHD, DFEESI—-THD (j=1,2,-,
17), 72k, EHHEERS AT, fiRHKRMmTT 7 L—Fsh b,

—RITBEESNTNDEHIC, BLBIEKTH D L9 21T T earnings O persistence 72\
L quality MEWO THIUX, RIS, 15~ A T RZ2D1TT TH A9, BRIFHMIZIZVvL
T, irrelevant & THEND, L7eMR o T, MGEET REEHIILL T O L 512705,

&t H1

L (A FADOFEE) ITEREIZ 720 L Cirrelevant T 5, B%&ITh
DAImENREREIL. 77 AR ORI LY H/hE < (M)RXDORE B,
A F R D, L. — B <f, <0,

21



XB% &

ZOMELEX T, BENEOHZEL D b relevance 3% % (B, <0) T TH-T, HEMN
[E4h @ relevance & b O (B, + 4, <0) ITELRWVWEWVWSIHIKEETHD, BLDH,
B+ B, <O THhIE, BRIZIEOFIRE L ITRR2HEREA L TNDHI LT ZOLA.
i HL TR S D,

RN, BREFHELRWET /L MIB LHEZDHELTZET L M2 LDOBHWET, AIC
DRNE B U2, ZDOHEOREFIL, Table 11 1275 L7=, Wilcoxon BEIC L 5 &, & A
. BEAGR, MAROTXTIZONWT, BERZHHELIZBEDIE O 2 AIC 1I/has< . [
JHETNVOBEAEITEmS 8o TWD, fit);, ZHSMIC K DERBEROBMEICL D L. HiF
WIZDONTIE, BREEEL72FT LV M2 DIE 9 A AIC 23N S WDIREIIAEEIZZ ) &
Z 780, BRODBEIC X 5T NV OERE L, HERR EREFIROLA AT, HiF
WOLHEIZIE, ST ERE TR0,

[T OFEF 1%, Panel 12 1277 L7-, Panel A I35 28048, B ITREFIZE, CIIMFZEIC
ONWTORRTH D, FA—FEOFIEIZONWT, BEEZDEEL2WEALY L, DEELIZ
D PRERENT LA L Tnb, 20 EFFREET Table @ Tvs. *** | MO TA/RL T 5D,
Wilcoxon DFEEIC &2 & &R, RFEFIE, MFEEOT X TUZONT, IERBUIAE
WIZHEINL T 5, 7272 L, Table 11 OFEENRIE L T2 X 912, MFIZRITHOWTIEX, o
2 DOFFRITHAT, WERED LA ORI,

HERREaAL PRV L ZORETHD Panel A 5 H 5 L. 7T ADEEFRIRITH
MOREE, REFOPFEINZIB N T 1%KETHICHAE TH L, HEAY I 2205
RE L, D FORENEZRD L. 2 OREH THERADHEICR> TS, £z, #HE
DN DR DA B+ B, 1. ZEOFEIZE N TEr EFEIZITR SR, ORI
I D2 A D RRGEERE BT AR F & p-value IZ L » TRENTWD, R A8+ &
Bl HLIZX RS Tn5,

LU, fllx OWRFEHNZHOWTEEMIC LD &0 ARG HL 2 328F LU RERS, & 0 BBRZR
WREERNBE LI TS, T2 20X, BERY I =200 280307 < &b 10%KET~ A F
AT 5 TRV DKL, 1982, 85, 89, 91, 93, 96 F LN 2000 FEDRFEMTH D, F/-,
1983 FETIE, HEA LM E ITAOERIZH Y . HEAENREWIZE, RIMAKER SN LW
VT T )= IVIRBIRNBIE I N TS, 2D ORERIE, HERIT irrelevant TH D &)
R HL 2 3CRF L TR0,

REFIIRICONWTORE R 2 £ & 7= Panel B TlE, a7 relevant TldW 2 & 23 %
SOWRFEMHTHRINTND, Ll 1982, 85, 89, 96, 2000 FORFHITIX, BFL
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FlaE, BERP L UHEEBMIFHD Relevance (1)
TRFL DBV DA EIE AT, £72, 1986, 90 FEDOWRFMHTIX, HEDHREK
DERLL + B FEER~A T ADMETH Y, 77 /) —< VISR BBE S T\ D, i,
FAIZE (Panel C) 1T oW TIE, BRF I —ITh DB EN D L 10%KHETHE T
RODR, 22O L, FoEBEAL 12 MbH 5, E72. 1990 4 3 AT, HEIC
PN DAREBOGENIAER~A T ATHY . FEREWTIIH 203, BRI relevant TH
% (10%7K %),

UbkaElHn e, K HL #3220 0D, DRl (FEAIIC) ZIAAK
ST D DT TIERY, 7T ADOHEE & FRRICHR KD relevant 227 — 2 b H UK, 7T ZADOF|
e E VTR D ERE b o TWD &) BT relevant 72 7 — A bR SNz, LEHR
T, permanent earnings OHEEIZH Tz > THEZERT L Z LIT—EDREH->TWVD B
OO, LT LHHTRETIT/RV, HIIEHRD relevant 12725 Z L1, HiaMICHR L THET
. KT noisy TH D 1T MW ZRVDTH D, Kim. LD relevance IZZ D & &
EEORPUMKTF L CRED EBX D5V THA I,

I THREAEZSHELTZBE T, 1996 4F 3 HHITIE, W OFIFE D relevant Tz,
ZZ T, Bk L= ERERIC, BEV TNV ERLS Z LIk o T, FlZED relevance % filioe
HICHERS L7z, £ DR RIT Table 13 1Z/R L7z, "B RIS, BEFIAR, MAZEOWTE | K
iz LT relevant THH B, 77 AR E~ A FADFIE (BKR) Lob\iEI
relevance Mz %72 < | it HLIFZFEHI STV 5, Z 2 TOMZEIZ L Y | Table 10 (23T,
1996 FIRFEHICAERERNBNLRVOFX, BEREXEZa L br— L LRNWZ EAFRKT
E72<, BEY L TIANEDORRNTH D Z EBHERINTZ &1L D,

BB, PEEDRICOVWTHERRL TR Z 5, ARV I vEar bu— L L Z OO
TIATOWT b, Hiifli & [k, EEY I —DFT R THRFARFICER (y,=y,=+-=y,=0) Th
L NI OV T O Dummy Test & FREHHEE D HEFHIIRN M DU T Hausman Test 217
S72, ZOFEFIL, Table 12 @ Panel D (2#8#; L 7=, Dummy Test O#% Fix, Ao b D & 5
FEIREVT 72D, Hausman Test Ot RITFHEAIZ2MEZ R L TWD, £, EEROE
BNH BB INL, RIS & RERIE T 12 8, MRS T L 2R o T D, RiTEIOD
FERITHART, ZOWOEIIHEML TEH Y | & ATHMF]RE TIXEOMHENE L, D&,
SHIHOFIE L LIHEENENFEREELHT-2THDH01X, 28055 6 ITH Y | Al
OFERL DL 1HZHBEML T D, WTFNORRICLAEREENLLNRNOIX, T
MM 3HWOARTH Y | FIFIO 8 Win b KIEIZHEA LT 5,

6o Panel D OFERIT, HHEAMBEE L br— L LEET VM2 TiE, ThEza v b
2—/L LZRWET L MLIZH AT, FEENRDBEROHEERRIC I Y REREELHT-Z T
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XB% &

WHT L, LD DIMRSTENABEE THD - E AR LTV, HikEar ha—L L

FRHER L, FERIREERMT 0TI, ZORBE LVRZTTOEDT Th 5,
BEOHL, ERICL- T, BRI NOBEIGHERIEHRD relevance 73572 > TS 72
ThHH9. ZORRIE, FIIED relevance ZHRAEET 5 S\, PERHREZ 2 hr—/LT D0
BERHDLZLEBMERT 2D THD, bbAA, EEIRNEHTE D75 —ABHFELT
WBHS, ZOATIIRA LT T A I LICHEICRH LA RS RV I L &, 22 TO
FERERER DR LTV D,

5 #i&EEMD Value Relevance
5.1 MEEEMET )V

ZOFITEY B 2 HE AT T T, BRIKED AT Y R 2S5 oG ERE (W&
PEFEAN) ONTYRIZE o THHALE Y ET2ETLTHD, WE LD TV OWIE FE A
#BVE &% &, MBEEHEMIROEIFATEHINDS,

Pit =a+ ﬂBVEit + Uj; (M3)

Z OWEPEBALE T VT, SRRES OSSN (Il & Rl & O 2R ESA D value
relevance Z MRFET 2 SV LIZ LIFFIA ST b, BREIZE o> TORFEMMIL, KIKRT
HaF EOMEEREMZ RIS 2N TIXRWNAE WS | FAMeE A OERITFEL T
WBHDTHA S (Berger et al., 1996, Burgstahler and Dichev, 1997b), L72>L. % D23 £
THE L TCOHERYEBEILT LLHE 50 TIER,

1 SOfFERIE, 2 EOR by 7 OFHIEETH 2 MG FEDOFEN ., T D F FHRXNOARE M
& (intrinsic value of stock) DIVERZEELIZ/2 > TWD EWHIFRIRTH D, LinL, Z OfFIRIC
IEEERR A 72 RIS 22V, Ohlson (1995) 238 & H /M Lz X 91 %t@$f%ﬁﬁkﬁ§
PEFEAM & DX, W S DRk oiEF)2E (expected abnormal earnings) D E|5 | BAEAM i C

%, Wi & @M= (PBR: Price to Book Ratio) (DWW T, 7o R« k&7 g T

FZERNRL,—ETHD D FERIIT—ETH D ENEET LD, FEHENTHA S,
11

9 1 HOOMRIZ, FamERET VLR UL, MEFEHEMAS permanent earnings & B
L. Al (M%) oA TH DI GREH) LEET LW HIMRTH D,
Subramanyam and Venkatachalam (2000) (. i P& A 73 18 45 BE O Kl 4§ D i 51 D A ERFR A

1 Z oREIE. Bartholdy etal. (2000) 733E L < 4 LT\ 5
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FlaE, BERP L UHEEBMIFHD Relevance (1)

272 D ATREMEZ RIE L TV D, FIREDIEFHRIC S & DV TREMELZFTMT 5 L 0O HHEITH,
FIEE DRI BFEROMEE 2 TS D LW HBETLT LHERESNRNNG, TDRTIE,
P PE AN & MRS & IR RBRICH D E TRRT L2 b TE DL, 2O L 5 ITfET UL
REEZEIZHOWTITIHZEE LY %f@iéfﬁ%ﬁﬁ@ 1E9 2% relevance (X2 & b A S ICHETX
% (Tan, 2004), FRF-OERIET 4L 5 %6, FROTINTIB N TENNRFE R LD TH -
THERMAINTLE I DIZZWNLT, mﬂ@ﬂﬁﬁT&Tﬁ%éﬂkﬂgﬁﬁﬁ®%ﬁ%ﬁ

S HGAITIE. HEEORFITRE S, BEEDFORTRICH - 2 2 BT ENn 5 L&
ZONHENETHD, £z, FROFREIZE > T, VAN THEEOF EBRFEIZITHILTY
720 REHEERRSHE L T2 T AGEIIE, RIS L D b MG E S O 15 oo EE S
mE L0 LiZevy (Barthetal., 1998, Collins et al., 1999) ,

Z 2T BE OB HHUE FEEH O relevance & & 5 2 TATZW, WE | T4 permanent
earnings % PE, fi&EHS permanent earnings A4 315 %5% k. #I5I1E (EALE) % r
ET5, ZolE FRETAMIIFL IO EEZFEL TN,

PE, = kBVE, (5.3)

P, = —BVE; (5.4)

ZIOLT, BRETAMIOBIE, GAHRICBITHK/rOfffEREE 725, BlRSHTET 59
T, ZOL[ENZEY T MZONT—iEET DD, FIREARLET V& RRREONGE 72
WLHIRIZR L TR, o EOEE LTIHFENATHA 9,

Table 14 /%, #i&FE@EMET L EFREAMEET L EE AICORE S THIEBELIZHDTH
Do B, BURHEEICHT- > Tk, ZNETERERIC, EROEESY I —2BALKICED
TWo, &K% 7= Le (FEYI—f) BRTHLIEHMEED 79 - 00 DI OEUE A
B5E, WPFROFRETHRREREET L DOIE S PG EBMET L LY bELTWD
PPN RS &, EHRLAT 4 7 v, BLO Wilcoxon HEDRE RS, BEFIRICLD
FREEALE T VT, MEEFBMET LEL0 bOTHEBRTND IR D, —FH, &
HRIE & MRS I X DRI EARET L L MG RERME T V& 2T 5 & AIC FMb
ETIEHRED XL IIZRZ D,

T PEEM &7 T X D AR OfE Bid. Table 15 12 F & 7=, Tvs. *** | O¥fiEix, 7
WEAMEET N E B LT & EDOREREOETHY 2NN T T A (A FR) ThHiL,
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XB% &

FREEALE TV L0 bAMEEERG T T L OWREREOIZ S BEmy ([Ry) Z & &2RL T
%o AIC DHGHER LRI U< | B EFIZEIC X DRI E AT TV O ) IIME pE &M 7
VRS TWD 7 REFIIRE L OWIRIERIC L 2 FREEALE T L & W& PERGE T v
DRFERENIAEITITR R B2,

RERFIB N DWW C— B LA TE b oo, MEEEMTET L L0 &, Flik
BARET IV OWREREDIZ D BREVARDLAY, 1996 47 3 H LA 2000 4= D3R HH & Tk
LTW5, ZOHMTERTEE, 1996, 98, 99, 2000 F(ZI\VCTHIE FEREMIZ D
FRBUIHFICHEE TIERWVWETH D, Lnh, 1998 4£35 LT 2000 F TR DO 5 h3 ~
AT A>TV D, TORHITIE, DESHEDOERTIZE b2 9 BHENE L TWeDNb Lt
AR

— I, REOIERMENMET L, EEOHENRESE D &, REMEOFTMIC SV L T
adaptation value OV = A F3EE D, MG EFEMIEHROA HMEZ 5830 250F ORI,
fli % PE {841 23 adaptation value DARERZAELIZ /20 9 5 2 & R, EEAIRM T EME E
TGO relevance IXEE D L\ ) BES H D0, £ 5 THIUE, RELHICEE T HE%
DIENNT 2 SRR AT, RO L v &, MG EEMD relevance X EHT5TH
59 LrL, ZZTORRIT, 2O TV AZIFFL TR, MEIZHE L0 E WD
DI TRV, LA, 22 TOMEIT, DREORRMICI T, MIE PE S H® O
relevance |3 TNDHZ L EZRLTWD, 1272, 2B HHHEOIEANZ L 5L D0, i
Eh, DREORBHEFHFIZLD bONTbN B, 22Tk, 95 LI FIEE s
THITE EDTEL,

72k, 1996 4 3 AMNCIX, ML ST FREN 2 A DY U T ADRFELE LIz, i
HERU LI, 2OV TR LTSS 2R Lz GERIZFIEEE) . FIRXZ D
HOITITHEHBICE®R R D72 DD (F = 2237, p=0.003), HEpEREMIZ 0D EEE
EtEvIZ Tl 7emo7z (t=0.574, p=0.566), i/, 1996 4 3 H Wik Tidk, FlEEE
ﬁm%?wﬁiﬁﬁﬁx7w@%£ Lo THRAIMIZ K 23 358D b b DIz L
T, MEEEME T L TIENTIUC L THRA AR B,

5.2 ¥ PEMEIE & R DL EEIF
ATEE T, A& PEFEAT OO relevance ZMEE L, [EIRE 7 /LD AIC 36 L ORELRE D

2z id, IESREEME (Net Present Value) NE D711 =7 FDIF(E, Wb % IBHRE IE D 1A
LTV D,

B 2o X o RMIZHOWTIL, Bergeretal. (1996). Burgstahler and Dichev (1997b). Barth et al. (1998),
Tan (2001) 7¢ &% S,
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FlaE, BERP L UHEEBMIFHD Relevance (1)
KD RETIR, BRI 720y U 8 7 A A% 1 2 ol 4 & RIFREE ORI 1 &2 ¢ - T
Wiz, 1o EFENMEEEAM E RO VDTN —TT L E RN E W RPUTEZ Y X
T ORIZHEDHEREAF L TWDHIET TH D, £ 95 Thilld, permanent earnings DHEE
70 U o AR SRR & | MU EFM G i & Rl & 2 A bETRENTWD EET D
DNRERTHAH, £ T, T Z Tl Collins et al. (1997)., Francis and Schipper (1999) 73 & &
[FIERIZ, LT OEIFE T /T L > TEREHEHR D relevance & LT 5,

P, =a+ BVE, + X, + Y 6,D; +u, (M4)

FELO PITHIEROBAMN, BVE 1% 1 #kdH 72V OMEEHEM, X IZ2E LoFiEThy | 1
HTIZ Y OEFEME, BEME, ARSENENRASND, DFEESI—-THD (]
=1,2,--+,17), 72¥B. EEHEZ RS EZRIT, RKIETT 7 L— S D,

ZIZTHER L TBPRITNE R 67200l FEROBYFET VM4 DEKRTH L, MEE
A & FER 2 K A L EBYFE T /113 Ohlson Type & HFEEIL, S F S ERMAEHBTHRIH &
LT3 (Barth et al., 1998, King and Langli, 1998, Nwaeze, 1998, Schnusenberg and Skantz, 1998,
Barth et al., 1999a, b, Brief and Zarowin, 1999, Harris and Muller, 1999, Lee, 1999, Black et al.,
2000, Cahan et al., 2000, Aboody et al., 2001, Ou and Sepe, 2002 7¢ &), LU, M4 |2 L Blalq
E7 /U, Ohlson DAEHEFAMHET /L LMD HDTH %, Ohlson E7 /WL, B4FISIET
NEFRETH D, BRAOAREIMNE BRI L > TORZEMME) 1%, WIFE T O B
it & WU E AT & OFIERE G TRILIN DY, L 2 AN, FEEEOFIEEASRENR O WIRHE I F] 4
DOHLEAME OB 72 (B D&, BEETHICH5372) REIAEIT/2 2 & 5 BRERAVAR ML 720
728, M4 OIEFET /ViL, Ohlson DET /L& ERE L TWD DT TIERD,

Z Z"ClZ. permanent earnings O E| 5| BLEMIELZ & - TR TG S5 &0 5 BiEIZ 7z -
T, &FHES & permanent earnings & OFEFHA 72 BAFR & FBIREIZ L TV 5, Ohlson €7 /LGl
FEROFZR DO THMERN HT- 2 bz & & il H 7o > TEh e £ ORI 5 DA
BTHLOITTZNW LT, 22 TORELE, FEROFMZEDOTRIC L > T, ED X D emitiHk
DIRNZSEDDDITAT BTV D, TOFEWRTIE, T 2 TOMGHRREIT L 0 RIFEA 22
TTHDH, ANy THLHMEEBMOIERE 72 —ThHOFEEDIFWMD 9 B, W IR
flilZ72\ LT relevant TH D DH, ENEHENDLONI Z TOFETH D, £ T, FF
ET IV M4 OREIFEREICER LT, U FOERERET D,

14 Ohlson DAE3EFAET /L Tld, TR O PR E BB RO TFENLETH D, FHla 2 OB
Th, Ohlson EF /L ERLMEGET N7V LAREEALET IV EDHWIEIZIREN R ZRIT 20,
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XB% &

IEH 2A
M DB RITME EBM OB LV & relevant TH D, T7bb,
p=0THH, y#0TH %,

{7 2B
WG PEFEM OB RITFIZEDOFHR LD L relevant TH D, T72bb,
L#0THY . y=0Th5,

K78 2C
WG FEBMOER LA OERD & HIZ relevant TH D, T70b b,
L£0THY. y20Tha,

LUF Tl & PE M O & RIS O & OB 7R Z & L7 b b3z,
FRAIZHEMAY 72 LG 3 DORGROWT IR YT D D0 &3 5, Table 16 (X, #iEE
il L SFIE E OMBIREE Db D TH D, ElE, WThoEEL 1D 0¥k
EOEETT 7L —FLARNEXOMBFRETHY | AL, BEAERTHEROKM T 7 L
— ML EOMBEFRETHE, T 71— b LAV E XOMBEREITE <. & <IT 1996 4
3 AMILIBE I, BHE O K& A BERNY v T MCE TNl h, MEREKITIEE AL 113
VMEIZZR > T D, ZOEREZDEELHEROBHAEEICT 5 & RARZEILHED
MENEC DRSNS D, LR T, T TIC3ETHHEENDL I, F0 ., Mg
BRI 2T 7 L— b L72a\W & EEUFHEE I35 D1, OLS D FEAAIRIHE 4 fif i L7z
Wi, FEFFEICRIETH 5,

fih)i, 7 L— b LTEBAICIE, BESL- TEWABIERIZEIN 9, SRR ORIE A 1%
4581280 ThH, ZHEARBRMKBE TS 7L — M52 LITARTH D, AROFBIR
BCTHZBIK O, 1999 4F35 X 1 2000 = DORF T, FiE FEMMN & Rk & AADOBEKRICH
LR THD, TORAKRIIFHNE DD, ENENDREIFRBOFFTE LI ERED L HIZ
DD, BIRNEIND,

Table 17 i%, €7 /L M3 (MG EHEM D7), EF7 ML FliEDH) 7/ M2 (HE%
SEELTZRIER) FREnLE ., BT L M4 (MERERN & FlZ) & DHWET AIC DR/NE L
WLebLDOTHD, FIIEOZEKIT, Panel A TITEEFRLE, B TILREFILE, C TIIMAILE
IZOWTEHR LTS, 11T, WTNOREEIZOWN TS, MEEEMOZD M3 L0 &,
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FliE, BES L UHEEBMFER®D Relevance (1)
MU PETEAN & FIAE & ZMAEDETZET L MA O IC 1T, KV/hSWv, ZOEKT, €71
M4 DIE D HENTND,

%202, MRS OV TR, FREHEIROE T L MLIZEART, MG EEM & AT T L
M4 D AIC T LV /IS (L0%KETHE), ZORTIE, BMAKEDNT Y X233 5 9
Z T, MRS RO HR L0 &M EREM &S DT HHRDOIZ D B> TS &
D PR LD, LavL, BEEFR ERFEFIRICHOVTIL, £D X572 AIC OR/INERR
o & D & LTV,

#31%, HEZDEE L -AIEEARMLET L M2 L ORI TH D, HEFZSICOWTIE, £
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Table 1 Sample Distribution

Panel A
Industry Full Sample Sub Sample 79 -’85 ’86 - 792 93 -’00
Marine 143 91 14 23 54
Mining 238 154 42 48 64
Foods 937 561 140 166 255
Fiber 993 612 105 168 339
Paper 521 355 79 105 171
Chemicals 1,060 779 201 236 342
Medical 618 469 102 128 239
Rubber 364 254 61 73 120
Ceramics 854 542 126 165 251
Steel 1,026 822 221 244 357
Metal 898 727 183 217 327
Machinery 1,011 815 204 246 365
Electronics 1,029 795 196 237 362
Mobile 949 772 186 236 350
Trans. Vehicle 343 270 68 82 120
Precise P. 549 465 126 142 197
Ship Building 154 154 49 49 56
Other 812 485 67 134 284
All 12,499 9,122 2,170 2,699 4,253

Sub sample contains only firms with closing fiscal year on 31 March.

Panel B
Year 79 ’80 ’81 ’82 ’83 "84 "85 "86 '87 ’88 ’89
N 303 304 307 310 313 316 317 322 321 330 348
Year 90 91 ’92 ’93 94 ’95 ’96 '97 ’98 99 ’00
N 418 469 491 502 508 517 521 541 547 558 559
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Table 2 Descriptive Statistics (per share)

Mean St. Dev. Min 1Q Median 3Q Max
P 1,393.566 22,241.032 45.000 350.000 597.500 997.750 1,150,000.0
OP 83.183 1,549.825  -282.323 16.427 34.842 61.394 73,378.5
ol 77.922 1,501.869 - 604.492 11.974 28.498 57.166 70,699.0
NI 37.162 803.579  -965.592 5.630 13.605 27.724 39,769.5
BVE 779.636 15,896.162 - 620.526 178.243 305.208 495.132 756,905.5

OP = Operating Profits, Ol = Ordinary Income (earnings before taxes, special items and extraordinary items), NI = Net
Income, BVE = Book Value of Equity.

Table 3 OLS Results of model M1A (not deflated model) and model M1B (deflated model)

M1A M1B
Coefficient F Coefficient F
(t-value) [p-value] Adj. R? (t-value) [p-value] Adj. R?
[p-value] [p-value]
OoP 14.099 253,036.095 0.9652 1.0522 541.335 0.0559
(503.0) [0.000] (23.27) [0.000]
[0.000] [0.000]
ol 14.520 227,242.360 0.9614 0.9057 319.633 0.0338
(476.7) [0.000] (17.88) [0.000]
[0.000] [0.000]
NI 26.947 166,015.247 0.9479 0.4925 134.550 0.0144
(407.4) [0.000] (11.60) [0.000]
[0.000] [0.000]
BVE 1.3728 235,609.034 0.9627 0.0376 10.520 0.0010
(485.4) [0.000] (3.244) [0.001]
[0.000] [0.001]

45



XB% &

Table 4 AIC and heteroscedasticity test (White test) by Year

Panel A: OP Per Share Deflated
White test White test

Year AlC Chi-square p-value AlC Chi-square p-value
1979 89,064 13.505 0.0012 0.25518 11.722 0.0029
80 61,309 189.223 0.0000 0.12323 2.278 0.3201
81 139,330 84.458 0.0000 0.15810 5.815 0.0546
82 65,347 89.668 0.0000 0.05837 0.751 0.6871
83 121,060 118.309 0.0000 0.07253 1.989 0.3700
84 369,260 168.652 0.0000 0.28236 17.673 0.0002
85 577,550 39.125 0.0000 0.15798 2.881 0.2369
86 477,370 13.047 0.0015 0.14872 0.083 0.9595
87 511,330 3.843 0.1464 0.19113 3.089 0.2134
88 514,210 26.321 0.0000 0.39248 1.428 0.4897
89 412,470 31.556 0.0000 0.20097 11.555 0.0031
90 535,660 40.641 0.0000 0.16955 12.243 0.0022
91 546,950 226.604 0.0000 0.04326 0.954 0.6206
92 274,920 119.468 0.0000 0.02331 1.157 0.5608
93 279,340 14.192 0.0008 0.03559 4.745 0.0932
94 478,780 18.794 0.0001 0.05747 5.781 0.0556
95 218,990 38.114 0.0000 0.02505 48.862 0.0000
96 490,060 52.351 0.0000 0.17073 0.490 0.7826
97 448,860 71.451 0.0000 0.04087 11.065 0.0040
98 611,950 58.226 0.0000 0.05415 18.501 0.0001
99 1,020,300 27.051 0.0000 0.09018 14.030 0.0009
2000 5,496,300 102.060 0.0000 0.35626 0.155 0.9256
79 - 00 17,214,000 8,125.401 0.0000 0.17575 59.000 0.0000
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Table 4 AIC and heteroscedasticity test (White test) by Year (continued)

Panel B: Ol Per Share Deflated
White test White test

Year AlC Chi-square p-value AlC Chi-square p-value
1979 76,872 33.707 0.0000 0.29216 6.532 0.0382
80 44,815 182.113 0.0000 0.12995 0.124 0.9400
81 98,226 75.301 0.0000 0.15545 20.079 0.0000
82 56,417 25.954 0.0000 0.06155 0.614 0.7357
83 99,152 50.233 0.0000 0.07218 1.341 0.5114
84 309,120 133.369 0.0000 0.27887 6.408 0.0406
85 506,520 41.467 0.0000 0.16353 0.516 0.7727
86 427,380 10.967 0.0042 0.14958 0.369 0.8314
87 443,330 3.775 0.1514 0.19112 1.639 0.4407
88 400,880 19.739 0.0001 0.41039 1.753 0.4162
89 324,610 44.603 0.0000 0.20389 3.417 0.1812
90 425,930 57.629 0.0000 0.16477 3.779 0.1511
91 589,560 243.137 0.0000 0.04302 1.636 0.4412
92 202,740 123.769 0.0000 0.02227 26.364 0.0000
93 204,690 34.114 0.0000 0.03568 3.285 0.1935
94 398,600 33.538 0.0000 0.05747 1.636 0.4414
95 178,550 95.549 0.0000 0.02633 3.067 0.2158
96 432,300 47.993 0.0000 0.17140 0.910 0.6344
97 362,530 93.658 0.0000 0.03725 28.949 0.0000
98 578,770 57.881 0.0000 0.05364 22.063 0.0000
99 885,900 63.693 0.0000 0.09123 18.388 0.0001
2000 5,361,800 102.391 0.0000 0.35400 0.343 0.8422
79 - 00 19,093,000 7,393.087 0.0000 0.17987 74.430 0.0000
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Table 4 AIC and heteroscedasticity test (White test) by Year (continued)

Panel C: NI Per Share Deflated
White test White test

Year AlC Chi-square p-value AlC Chi-square p-value
1979 140,000 150.878 0.0000 0.29558 5.572 0.0617
80 64,601 140.555 0.0000 0.12823 0.040 0.9802
81 128,430 117.688 0.0000 0.15885 3.776 0.1514
82 76,922 27.563 0.0000 0.06201 0.949 0.6220
83 121,990 105.237 0.0000 0.07377 0.483 0.7853
84 305,530 130.504 0.0000 0.28958 3.176 0.2044
85 611,190 32.782 0.0000 0.16266 0.068 0.9666
86 452,010 9.775 0.0075 0.14951 0.248 0.8835
87 494,310 3.905 0.1419 0.19154 1.254 0.5341
88 447,530 38.432 0.0000 0.42945 1.806 0.4053
89 513,070 207.663 0.0000 0.20447 2.837 0.2420
90 451,530 59.45 0.0000 0.16292 4.904 0.0861
91 976,960 157.748 0.0000 0.04389 0.809 0.6674
92 290,310 199.366 0.0000 0.02353 9.671 0.0079
93 314,490 107.919 0.0000 0.03761 5.604 0.0607
94 563,350 99.637 0.0000 0.05830 0.283 0.8682
95 254,490 111.713 0.0000 0.02633 2.303 0.3162
96 903,730 74.176 0.0000 0.17058 0.338 0.8446
97 535,930 1.897 0.3873 0.04191 26.590 0.0000
98 2,114,900 193.183 0.0000 0.05521 15.040 0.0005
99 3,384,400 200.603 0.0000 0.09534 5.023 0.0812
2000 5,682,900 42.074 0.0000 0.35510 0.132 0.9362
79 - 00 25,768,000 7,954.195 0.0000 0.18347 25.688 0.0000
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Table 4 AIC and heteroscedasticity test (White test) by Year (continued)

Panel D: BVE Per Share Deflated
White test White test

Year AlC Chi-square p-value AlC Chi-square p-value
1979 82,203 6.407 0.0406 0.29251 0.595 0.7427
80 40,569 31.472 0.0000 0.12915 0.006 0.9970
81 130,440 30.671 0.0000 0.15454 18.330 0.0001
82 69,990 30.081 0.0000 0.06241 1.825 0.4015
83 101,700 130.563 0.0000 0.07455 0.946 0.6232
84 341,840 54.934 0.0000 0.30597 1.741 0.4187
85 474,030 34.956 0.0000 0.16143 0.996 0.9178
86 340,260 8.919 0.0116 0.14612 1.346 0.5102
87 414,610 6.351 0.0418 0.19166 2.080 0.3535
88 355,540 18.059 0.0001 0.39606 2.757 0.2520
89 273,180 17.081 0.0002 0.20417 1.348 0.5097
90 388,760 20.565 0.0000 0.16229 1.737 0.4197
91 566,960 11.732 0.0028 0.04407 2.266 0.3221
92 233,630 26.712 0.0000 0.02374 3.356 0.1867
93 257,070 56.776 0.0000 0.03386 3.894 0.1427
94 295,930 25.592 0.0000 0.05465 1.539 0.4631
95 146,770 46.697 0.0000 0.02451 4.482 0.1064
96 259,840 46.828 0.0000 0.17157 1.779 0.4109
97 455,150 124.638 0.0000 0.04644 0.194 0.9075
98 657,950 104.123 0.0000 0.06091 1.962 0.3750
99 873,910 88.731 0.0000 0.09927 0.230 0.8914
2000 6,024,700 80.455 0.0000 0.35498 3.590 0.1661
79 - 00 18,440,000 7,828.592 0.0000 0.18596 0.369 0.8313
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Table 5 AIC and heteroscedasticity test (White test) by Industry

Panel A: OP Per Share Deflated
White test White test

AIC Chi-square p-value AIC Chi-square p-value
Marine 123,370 41.664 0.0000 0.20500 2.988 0.2245
Mining 82,359 23.560 0.0000 0.28635 1.076 0.5839
Foods 266,970,000 499.827 0.0000 0.09128 1.360 0.5066
Fiber 376,730 122.271 0.0000 0.18838 9.406 0.0091
Paper 203,310 0.041 0.9799 0.17314 0.219 0.8961
Chemicals 164,030 98.300 0.0000 0.08078 13.543 0.0012
Medical 917,870 0.333 0.8466 0.11757 0.093 0.9544
Rubber 134,020 12.594 0.0018 0.13657 0.584 0.7467
Ceramics 154,100 75.398 0.0000 0.14739 3.518 0.1722
Steel 142,740 136.072 0.0000 0.28534 3.969 0.1375
Metal 248,920 67.113 0.0000 0.15591 13.401 0.0012
Machinery 853,790 53.070 0.0000 0.15792 22.026 0.0000
Electronics 3,829,400 112.360 0.0000 0.18612 3.302 0.1919
Mobile 322,250 25.296 0.0000 0.19296 2.614 0.2707
Trans. Vehicle 285,990 60.205 0.0000 0.12083 0.248 0.8834
Precise P. 918,840 26.992 0.0000 0.21043 14.812 0.0006
Ship Building 102,530 11.238 0.0036 0.21853 2.218 0.3299
Other 852,820 73.276 0.0000 0.20734 0.053 0.9738
All 17,214,000 8,125.401 0.0000 0.17575 59.000 0.0000

Panel B: Ol Per Share Deflated

White test White test

AIC Chi-square p-value AIC Chi-square p-value
Marine 124,690 39.409 0.0000 0.20377 0.623 0.7325
Mining 72,991 43.175 0.0000 0.28554 0.811 0.6666
Foods 299,950,000 457.986 0.0000 0.09023 0.778 0.6776
Fiber 335,620 123.395 0.0000 0.19516 6.312 0.0426
Paper 211,490 6.51 0.0386 0.17711 0.340 0.8436
Chemicals 121,630 45,452 0.0000 0.08823 48.469 0.0000
Medical 898,000 0.478 0.7876 0.11690 0.335 0.8456
Rubber 107,500 18.807 0.0001 0.13889 1.479 0.4773
Ceramics 128,580 136.22 0.0000 0.15189 3.632 0.1627
Steel 123,000 65.628 0.0000 0.29719 4.200 0.1225
Metal 220,540 86.801 0.0000 0.17668 2.782 0.2488
Machinery 866,730 40.776 0.0000 0.15939 21.894 0.0000
Electronics 3,311,400 93.182 0.0000 0.18573 2.967 0.2269
Mobile 315,340 8.592 0.0136 0.19148 1.653 0.4377
Trans. Vehicle 241,400 24.444 0.0000 0.11844 1.171 0.5569
Precise P. 865,600 30.461 0.0000 0.21557 14.896 0.0006
Ship Building 103,630 9.000 0.0111 0.21880 0.994 0.6083
Other 713,550 102.035 0.0000 0.20702 0.178 0.9148
All 19,093,000 7,393.087 0.0000 0.17987 74.430 0.0000
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Table 5 AIC and heteroscedasticity test (White test) by Industry (continued)

Panel C: NI Per Share Deflated
White test White test

AIC Chi-square p-value AlC Chi-square p-value
Marine 125,700 19.33 0.0001 0.20257 0.36 0.8354
Mining 89,449 25.174 0.0000 0.27552 19.982 0.0001
Foods 403,020,000 489.308 0.0000 0.09140 0.027 0.9866
Fiber 466,040 140.438 0.0000 0.19750 5.383 0.0678
Paper 223,330 4.451 0.1080 0.17970 0.052 0.9746
Chemicals 163,470 197.558 0.0000 0.09218 8.509 0.0142
Medical 987,170 12.137 0.0023 0.12517 0.433 0.8053
Rubber 129,010 55.557 0.0000 0.13602 0.313 0.8551
Ceramics 147,710 212.293 0.0000 0.15519 7.072 0.0291
Steel 145,960 198.616 0.0000 0.31196 1.887 0.3892
Metal 317,280 414.694 0.0000 0.18021 6.787 0.0336
Machinery 1,126,900 56.759 0.0000 0.15917 31.717 0.0000
Electronics 3,403,700 120.077 0.0000 0.18997 1.194 0.5505
Mobile 395,560 248.873 0.0000 0.19547 2.378 0.3045
Trans. Vehicle 293,220 66.467 0.0000 0.12023 0.649 0.7230
Precise P. 960,800 49.493 0.0000 0.23616 12.589 0.0019
Ship Building 105,160 11.667 0.0029 0.21858 1.309 0.5197
Other 1,401,700 219.452 0.0000 0.20970 0.198 0.9056
All 25,768,000 7,954.195 0.0000 0.18347 25.688 0.0000

Panel D: BVE Per Share Deflated

White test White test

AIC Chi-square p-value AIC Chi-square p-value
Marine 101,680 44.604 0.0000 0.19472 1.058 0.5892
Mining 73,330 30.829 0.0000 0.28620 0.920 0.6312
Foods 289,790,000 497.081 0.0000 0.09561 0.506 0.7764
Fiber 373,200 131.217 0.0000 0.20896 0.424 0.8092
Paper 201,230 2.620 0.2698 0.18079 0.577 0.7495
Chemicals 123,720 44.476 0.0000 0.09583 1.763 0.4141
Medical 964,910 0.735 0.6923 0.12298 8.512 0.0142
Rubber 104,280 8.164 0.0169 0.13896 4.360 0.1130
Ceramics 146,860 34.902 0.0000 0.16538 0.490 0.7827
Steel 153,430 50.863 0.0000 0.32049 0.425 0.8084
Metal 273,180 181.520 0.0000 0.18650 0.839 0.6574
Machinery 730,110 306.495 0.0000 0.16061 24.084 0.0000
Electronics 2,959,700 32.304 0.0000 0.18657 0.045 0.9776
Mobile 275,430 24.791 0.0000 0.20006 2.076 0.3542
Trans. Vehicle 315,630 25.046 0.0000 0.12863 2.697 0.2596
Precise P. 853,500 11.175 0.0037 0.24382 0.235 0.8890
Ship Building 107,910 1.515 0.4688 0.21841 2.200 0.3328
Other 1,150,700 27.026 0.0000 0.21640 0.579 0.7487
All 18,440,000 7,828.592 0.0000 0.18596 0.369 0.8313
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Table 6 Chow test between samples closing fiscal year on 31 March and others

OoP Ol NI BVE

Marine 2.6099 3.8424 3.7310 4.1847
[0.077] [0.024] [0.026] [0.017]

Mining 0.0570 0.1134 13.101 1.3002
[0.945] [0.893] [0.000] [0.274]

Foods 2.0187 2.4863 0.9288 3.1609
[0.133] [0.084] [0.395] [0.043]

Fiber 4.8876 7.4438 10.838 7.8430
[0.008] [0.001] [0.000] [0.000]

Paper 1.2491 1.8276 3.0015 2.6258
[0.288] [0.162] [0.051] [0.073]

Chemicals 3.7058 2.8910 2.9880 4.2035
[0.025] [0.056] [0.051] [0.015]

Medical 3.2244 4.4123 5.8513 5.8950
[0.040] [0.013] [0.003] [0.003]

Rubber 0.3995 2.1380 1.0673 1.7390
[0.671] [0.119] [0.345] [0.177]

Ceramics 1.0154 0.4379 0.7993 0.1299
[0.363] [0.646] [0.450] [0.878]

Steel 0.7671 3.5917 0.6356 1.3230
[0.465] [0.028] [0.530] [0.267]

Metal 1.4292 1.6159 2.6097 0.8004
[0.240] [0.199] [0.074] [0.449]

Machinery 0.3527 0.1360 0.2862 0.3086
[0.703] [0.873] [0.751] [0.735]

Electronics 1.0163 1.4732 0.3785 0.3041
[0.362] [0.230] [0.685] [0.738]

Mobile 1.6374 1.4615 0.1971 5.0805
[0.195] [0.232] [0.821] [0.006]

Trans. Vehicle 0.3707 2.2703 0.4920 1.2902
[0.691] [0.105] [0.612] [0.277]

Precise P. 0.2814 0.5254 1.2724 5.2009
[0.755] [0.592] [0.281] [0.006]

Other 10.537 19.280 35.039 3.8539
[0.000] [0.000] [0.000] [0.022]

All 51.220 43.114 49.787 25.010
[0.000] [0.000] [0.000] [0.000]

The value represents Chow test results: F and [p-value].
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Table 7 Descriptive statistics

Panel A: P
Year Mean St. Dev. Min 1Q Median 3Q Max
1979 442.878 457.008 95 227.000 324.000 481.000 3,500
80 388.112 377.308 106 209.500 295.000 428.500 4,050
81 465.104 557.967 92 228.000 306.000 515.000 5,700
82 417.974 456.158 102 215.000 284.000 454,750 4,410
83 462.933 530.635 95 220.000 316.000 500.000 4,870
84 673.883 876.423 100 289.750 436.000 729.250 9,990
85 761.274 1,025.336 115 335.000 478.000 796.000 9,600
86 804.242 876.589 124 391.250 553.500 872.250 7,450
87 837.012 827.435 164 399.000 581.000 903.000 7,600
88 1,135.964 881.700 255 652.000 850.500 1,300.000 6,470
89 1,294.805 828.496 510 887.250 1,040.000 1,420.000 7,980
90 1,434.596 965.762 500 889.250 1,150.000 1,600.000 8,000
91 1,305.610 1,103.565 440 725.000 945.000 1,460.000 14,000
92 921.185 730.854 260 496.500 660.000 1,085.000 7,200
93 903.448 821.563 230 462.000 641.000 1,020.000 8,700
94 996.693 947.271 181 495,750 690.000 1,122.500 8,950
95 820.267 721.892 195 430.000 590.000 900.000 6,460
96 2,930.983  43,337.043 270 559.000 737.000 1,140.000 990,000
97 2,419.549  35,317.374 150 385.000 575.000 980.000 822,000
98 2,606.759  42,569.703 60 253.500 412.000 771.000 996,000
99 2,873.534  48,668.478 45 200.000 365.000 781.250 1,150,000
2000 2,364.442  31,164.461 53 180.000 354.000 831.000 735,000
Panel B: OP
Year Mean St. Dev. Min 1Q Median 3Q Max
1979 52.877 75.152  -282.323 26.279 40.851 61.417 830.455
80 64.141 69.864 - 73.462 32.121 52.308 74.570 650.909
81 64.825 87.491  -247.448 33.280 49.717 70.720 919.286
82 61.916 79.002 - 31.567 30.336 45.570 67.412 943.925
83 48.454 62.592 -42.114 22.761 37.222 59.418 750.000
84 51.058 69.005 - 65.370 24.002 40.044 62.701 843.040
85 60.473 86.126 - 52.060 28.207 46.659 67.885 1,003.551
86 48.149 66.523 - 66.233 20.962 36.258 62.112 839.489
87 37.562 59.892  -109.136 12.051 28.143 52.789 756.392
88 42.597 44.536 -79.292 18.249 33.428 59.129 293.168
89 53.086 51.662 - 65.586 24,721 41.995 66.160 405.451
90 54.209 48.264 -50.821 26.808 45.178 67.568 343.829
91 58.178 55.377 - 98.436 27.185 46.040 71.504 451.453
92 53.079 48.344 - 68.199 23.264 40.086 66.647 314.429
93 42.194 56.650 -161.774 12.847 31.569 56.542 698.521
94 32.385 55.763 - 196.355 5.891 21.757 46.670 527.493
95 39.206 56.405 - 94.699 11.216 27.427 51.142 524,915
96 151.379 2,542,679 -135.168 12.060 26.449 51.679 58,061.000
97 183.345 3,153.377 - 258.641 15.532 32.768 61.896 73,378.500
98 150.575 2,544,483  -202.229 11.533 27.262 54.402 59,533.500
99 163.009 3,091.532  -129.880 1.594 16.441 49.828 73,044.500
2000 158.003 2,765.762  -114.622 6.749 22.143 50.435 65,409.500

53



XB% &

Table 7 Descriptive statistics (continued)

Panel C: Ol

Year Mean St. Dev. Min 1Q Median 3Q Max

1979 39.585 66.034 - 357.258 12.209 28.300 52.672 564.545
80 48.650 61.765 -126.748 17.700 36.889 60.177 468.139
81 46.984 80.225 - 338.531 14.906 28.859 59.622 757.009
82 47.311 76.659 - 52.400 13.751 29.352 56.933 761.257
83 35.587 62.313 -110.455 7.422 24.835 47.780 550.000
84 39.560 67.266 -219.545 11.399 27.702 52.433 655.540
85 51.484 78.691 - 45.887 18.483 34.566 59.838 867.898
86 41.209 63.204 -97.183 13.166 30.050 56.195 727.273
87 34.845 55.117 - 133.364 8.615 24.838 45.130 602.273
88 41.775 45.414 - 78.500 18.222 33.456 55.652 295913
89 54.077 53.747 - 73.451 24.283 42.401 61.588 374.344
90 55.585 51.961 - 55.835 25.709 42.562 68.708 373.380
91 56.205 69.476 - 604.492 22.861 42.784 71.834 447.171
92 49.302 52.778 -98.245 17.104 33.800 66.381 305.463
93 38.968 60.713 -119.622 9.624 24.819 55.700 726.154
94 30.332 58.991 - 204.993 3.812 18.608 42.943 560.659
95 35.915 60.217 -129.729 5.929 20.635 49.843 560.180
96 151.575 2,547.675 - 129.536 9.833 23.624 53.045 58,173.500
97 174.410 2,938.555 - 235.488 13.305 29.655 63.000 68,379.000
98 141.864 2,329.268 - 205.118 10.170 25.533 53.693 54,496.000
99 159.256 2,992.354 - 147.682 1.495 15.606 46.349 70,699.000

2000 162.388 2,850.790 - 141.130 6.431 21.519 51.890 67,419.000

Panel D: NI

Year Mean St. Dev. Min 1Q Median 3Q Max

1979 16.948 40.443 - 370.290 6.470 12.564 26.143 197.961
80 23.361 30.785 - 139.752 8.988 18.068 30.670 200.583
81 23.173 39.827 - 233.566 8.030 15.981 29.187 302.850
82 22.121 38.442 -69.720 6.709 13.994 26.168 382.328
83 18.011 32.060 - 62.052 5.073 12.089 23.650 256.250
84 18.859 30.927 - 56.858 5.820 13.670 26.439 299.716
85 24.793 37.804 -62.091 8.333 16.567 28.739 362.926
86 19.967 31.022 - 97.633 7.111 15.325 26.978 358.665
87 15.057 28.513 - 204.644 5.174 11.125 21.115 278.409
88 18.526 22.279 - 86.858 7.437 15.173 25.435 130.351
89 26.510 35.403 - 59.387 11.173 19.728 31.049 468.775
90 28.406 26.656 -63.545 12.539 22.022 35.666 187.018
91 29.322 58.604 - 965.592 12.639 22.755 39.405 280.555
92 25.192 30.193 -147.944 8.643 17.731 35.096 188.904
93 17.300 34.250 - 156.941 4.208 11.670 26.605 335.824
94 12.502 37.504 - 244.601 2.125 8.305 21.950 310.849
95 16.079 34.072 -127.313 3.302 10.309 23.769 291.748
96 80.440 1,448.369 - 261.422 4.554 11.899 26.916 33,062.500
97 94.692 1,709.366 - 247.229 6.014 13.768 31.736 39,769.500
98 68.060 1,226.110 - 549.230 3.445 11.275 24.937 28,667.000
99 64.571 1,434.887 - 460.828 -6.777 6.302 19.306 33,870.000

2000 69.742 1,490.166 - 522.340 - 7.309 6.605 21.694 35,210.000
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Table 7 Descriptive statistics (continued)

Panel E: BVE

Year Mean St. Dev. Min 1Q Median 3Q Max

1979 183.005 175.877 - 354.050 96.506 146.646 215.453 1,871.708
80 197.952 184.253 -328.125 102.476 157.299 237.303 1,977.910
81 220.332 209.045 - 228.935 108.752 172.962 251.540 2,202.209
82 238.619 229.258 -79.720 114.290 177.677 289.285 2,503.823
83 246.176 238.195 -22.473 124.936 182.248 302.535 2,741.406
84 258.300 254.208 - 40.160 129.918 193.792 320.413 2,717.330
85 283.328 288.291 9.850 135.760 208.472 348.527 3,000.000
86 296.339 305.709 - 87.783 145.108 224.621 360.882 3,277.699
87 302.878 311.269 -113.783 152.814 238.984 377.572 3,479.403
88 314.919 271.390 -179.348 166.106 256.612 395.076 2,343.563
89 354.871 322.786 -17.933 189.133 287.982 424,731 2,810.152
90 394.595 321.416 26.955 218.748 328.414 471.723 3,376.544
91 439.807 365.026 - 620.526 240.272 348.841 518.961 3,574.746
92 464.095 366.752 - 168.278 252.418 365.218 564.890 3,261.302
93 477.284 381.385 30.357 248.369 371.822 582.379 3,279.916
94 483.855 392.046 -23.070 247.782 379.622 590.799 3,311.240
95 492.430 399.504 25.643 248.125 383.340 604.313 3,358.160
96 1,682.847  26,972.590 8.919 255.309 387.313 615.329 616,090.000
97 1,727.779  27,873.781 - 76.579 264.183 400.711 650.373 648,773.000
98 1,761.135  28,622.068 - 106.969 254.620 402.640 670.961 669,861.500
99 1,790.385  29,472.391 - 282.808 241.175 408.497 695.638 696,645.500

2000 1,919.711  31,994.100 5.136 240.741 406.016 714.171 756,905.500

55



XB% &

Table 9 Value relevance of earnings

Panel A: OP Dummy Test Hausman Test
Year Coeff. White-t p-value Adj. R? F (p-value) 7’ (p-value)
1979 0.8720 4.068 0.000 0.2027 2.32 (0.003) 1.48 (0.224)

80 1.0747 5.644 0.000 0.3491 9.13 (0.000) 664.44 (0.000)
81 0.6115 2.096 0.037 0.2082 5.02 (0.000) 71.39 (0.000)
82 0.6031 5.924 0.000 0.1719 3.39 (0.000) 1.33 (0.249)
83 0.4443 3.720 0.000 0.2563 6.68 (0.000) 12.52 (0.000)
84 1.6154 4,124 0.000 0.2074 3.91 (0.000) 30.57 (0.000)
85 0.7467 2.153 0.032 0.1444 3.44 (0.000) 1.72 (0.190)
86 0.6844 2.139 0.033 0.1198 3.27 (0.000) 0.10 (0.749)
87 0.3639 0.915 0.361 0.0751 2.45 (0.001) 0.85 (0.356)
88 2.8287 4.365 0.000 0.2163 3.52  (0.000) 251 (0.113)
89 1.2344 2.133 0.034 0.2172 6.27 (0.000) 1.92 (0.165)
90 5.0598 5.566 0.000 0.1728 3.84 (0.000) 329.24 (0.000)
91 1.3154 2.826 0.005 0.0838 2.70 (0.000) 0.30 (0.587)
92 1.3620 4,947 0.000 0.1947 6.43 (0.000) 16.32 (0.000)
93 1.3251 6.429 0.000 0.1663 3.77 (0.000) 0.03 (0.856)
94 1.0198 3.641 0.000 0.1573 5.63 (0.000) 70.57 (0.000)
95 1.0721 4.052 0.000 0.1804 5.42 (0.000) 94.57 (0.000)
96 0.7660 2.921 0.004 0.0004 0.92 (0.550) 1.42 (0.233)
97 2.3522 9.567 0.000 0.2958 6.94 (0.000) 6.90 (0.009)
98 1.4026 5.485 0.000 0.2346 5.86 (0.000) 2.20 (0.138)
99 0.8029 4,742 0.000 0.2077 5.62 (0.000) 605.98 (0.000)
2000 0.5794 2.541 0.011 0.0619 2.95 (0.000) 251 (0.113)
79 -00 0.9198 9.289 0.000 0.2865
Mean 1.2789 4,091 0.1784
Median 1.0460 4,060 0.1876
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Table 9 Value relevance of earnings (continued)

Panel B: Ol Dummy Test Hausman Test
Year Coeff. White-t p-value Adj. R? F (p-value) v*  (p-value)
1979 0.3306 1.690 0.092 0.1347 3.37 (0.000) 0.44 (0.507)

80 0.8233 3.470 0.001 0.2666 7.47 (0.000) 73.01 (0.000)
81 0.4672 1.704 0.090 0.1980 4.38 (0.000) 16.29 (0.000)
82 0.3734 2.820 0.005 0.1272 3.40 (0.000) 1.71 (0.191)
83 0.3756 3.015 0.003 0.2397 6.04 (0.000) 0.00 (0.962)
84 1.7339 5.746 0.000 0.2009 3.48 (0.000) 0.97 (0.324)
85 0.2369 0.579 0.563 0.1248 3.69 (0.000) 1.57 (0.210)
86 0.5949 1.671 0.096 0.1148 3.27 (0.000) 0.41 (0.523)
87 0.5776 1.184 0.237 0.0777 2.51 (0.001) 0.00 (0.993)
88 2.7241 3.554 0.000 0.2005 4.07 (0.000) 0.71 (0.400)
89 0.5547 0.805 0.421 0.2094 6.39 (0.000) 1.29 (0.256)
90 5.5971 7.803 0.000 0.1893 3.61 (0.000) 171.38 (0.000)
91 0.8247 2.629 0.009 0.0862 2.61 (0.001) 12.29 (0.001)
92 1.5792 4.224 0.000 0.2204 5.97 (0.000) 0.00 (0.996)
93 1.2661 6.744 0.000 0.1651 3.81 (0.000) 0.06 (0.805)
94 0.8916 3.063 0.002 0.1524 5.44 (0.000) 11.60 (0.001)
95 0.6084 2.799 0.005 0.1336 5.21 (0.000) 85.19 (0.000)
96 0.4750 2.127 0.034 - 0.0041 0.90 (0.573) 2.32 (0.128)
97 2.6970 7.952 0.000 0.3466 6.28 (0.000) 34.11 (0.000)
98 1.2409 4.572 0.000 0.2318 5.38 (0.000) 9.77 (0.002)
99 0.6339 4.071 0.000 0.1977 5.58 (0.000) 503.65 (0.000)
2000 0.8024 4.017 0.000 0.0678 2.94 (0.000) 0.73 (0.392)
79 - 00 0.7254 6.692 0.000 0.2736
Mean 1.1549 3.465 0.1673
Median 0.7182 3.039 0.1772
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Table 9 Value relevance of earnings (continued)

Panel C: NI Dummy Test Hausman Test
Year Coeff. White-t p-value Adj. R? F (p-value) v*  (p-value)
1979 0.1045 0.707 0.000 0.1259 3.40 (0.000) 5.43 (0.020)

80 0.9815 3.966 0.000 0.2572 6.85 (0.000) 14.47 (0.000)
81 0.4471 2.169 0.000 0.1879 4.57 (0.000) 0.05 (0.826)
82 0.4061 2.742 0.000 0.1211 3.41 (0.000) 2.19 (0.139)
83 0.3484 2.365 0.000 0.2256 6.12 (0.000) 4.09 (0.043)
84 1.8116 5.202 0.000 0.1578 3.17 (0.000) 15.19 (0.000)
85 0.3195 0.939 0.000 0.1265 3.62 (0.000) 2.14 (0.143)
86 0.8977 1.818 0.000 0.1163 3.30 (0.000) 2.48 (0.116)
87 1.0255 1.685 0.001 0.0815 2.64 (0.001) 2.05 (0.152)
88 2.5441 2.062 0.000 0.1683 4.20 (0.000) 0.52 (0.472)
89 0.1297 1.248 0.000 0.2083 6.42 (0.000) 0.04 (0.843)
90 10.0260 4.968 0.000 0.1784 2.95 (0.000) 9.24 (0.002)
91 0.3837 2.470 0.000 0.0704 2.69 (0.000) 25.01 (0.000)
92 1.1309 3.094 0.000 0.1711 5.77 (0.000) 0.13 (0.716)
93 0.9292 3.010 0.000 0.1303 4.19 (0.000) 39.43 (0.000)
94 0.8788 3.736 0.000 0.1417 5.50 (0.000) 12.69 (0.000)
95 0.6953 2.620 0.000 0.1281 5.00 (0.000) 6.49 (0.011)
96 0.7292 4.086 0.426 0.0010 0.91 (0.562) 3.02 (0.082)
97 1.8763 5.633 0.000 0.2633 6.20 (0.000) 19.73 (0.000)
98 1.0826 4.889 0.000 0.2106 5.44 (0.000) 7.75 (0.005)
99 0.3157 3.786 0.000 0.1860 6.70 (0.000) 12.90 (0.000)
2000 0.2486 2.073 0.000 0.0615 2.82 (0.000) 4.19 (0.041)
79 - 00 0.4181 4.718 0.000 0.2639
Mean 1.2415 2.967 0.1509
Median 0.8040 2.681 0.1498

Earnings Capitalization Model (M1): P, = + BX,, + 271_ D; + Uy P = stock price, X = accounting earnings (OP, Ol,
NI), D = industry dummy (j =1, 2,--+, 17). Dummy Test represents the results of F-test whether all industry dummy is
zero.

Table 10 Value relevance of earnings in 1996

Dummy Test Hausman Test
Year Coeff. White-t p-value Adj. R? F (p-value) v*  (p-value)
OP 0.8847 3.632 0.000 0.0740 2.54 (0.001) 2.67 (0.103)
Ol 0.5567 2.743 0.006 0.0546 2.43 (0.001) 1.25 (0.264)
NI 0.7261 4.467 0.000 0.0673 2.49 (0.001) 2.17 (0.140)

Earnings Capitalization Model (M1): P, =a + BX, + 271 D, +Uy» P = stock price, X = accounting earnings (OP, Ol,
NI), D = industry dummy (j =1, 2,--+, 17). Dummy Test represents the results of F-test whether all industry dummy is
zero.
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Table 11  AIC comparison between model M1 and M2

1) ) @)
Year OP_Loss vs. OP Ol_Loss vs. Ol NI_Loss vs. NI
1979 0.23122 - 0.01939 0.25561 - 0.01747 0.24571 - 0.02904
80 0.08866 - 0.00055 0.09872 - 0.00180 0.10132 - 0.00049
81 0.12841 - 0.00785 0.11978 -0.01822 0.13880 - 0.00095
82 0.05468 0.00031 0.05767 0.00037 0.05800 0.00030
83 0.05645 - 0.00187 0.05823 - 0.00139 0.06023 - 0.00050
84 0.25202 - 0.00487 0.25009 - 0.00890 0.26727 - 0.00567
85 0.14685 - 0.00016 0.15012 - 0.00027 0.15098 0.00090
86 0.13873 - 0.00093 0.13536 - 0.00510 0.13872 - 0.00150
87 0.18654 - 0.00015 0.18529 - 0.00088 0.18655 0.00116
88 0.34612 -0.01873 0.34523 - 0.02697 0.35671 - 0.03048
89 0.16703 - 0.00034 0.16982 0.00080 0.17024 0.00096
90 0.15050 - 0.00757 0.15068 - 0.00424 0.15144 - 0.00556
91 0.04216 - 0.00006 0.04118 - 0.00093 0.04261 - 0.00023
92 0.02009 - 0.00020 0.01881 - 0.00083 0.02082 - 0.00006
93 0.03366 0.00004 0.03322 - 0.00045 0.03388 - 0.00120
94 0.04890 - 0.00248 0.04973 - 0.00195 0.05206 - 0.00028
95 0.02166 - 0.00092 0.02349 - 0.00038 0.02406 0.00004
96 0.17734 0.00060 0.17751 - 0.00003 0.17698 0.00034
97 0.03471 - 0.00078 0.03055 - 0.00239 0.03539 - 0.00175
98 0.04597 - 0.00251 0.04291 - 0.00575 0.04417 - 0.00584
99 0.07863 - 0.00280 0.07839 - 0.00405 0.08361 - 0.00005
2000 0.34767 0.00121 0.34531 0.00103 0.34784 0.00123
79 - 00 0.13120 - 0.00217 0.13237 - 0.00343 0.13683 - 0.00078
Mean 0.12718 - 0.00318 0.12808 - 0.00449 0.13124 - 0.00357
Median 0.10854 - 0.00085 0.10925 - 0.00160 0.12002 - 0.00039
z - 3.165 - 3.490 -2.029
p-value 0.002 0.000 0.042
BNST 0.004 0.001 0.134

Earnings Capitalization Model Modified in Losses (M2): P, =a+ B X, +B,D X, + z 7 D,- + U P = stock price, X =
accounting earnings (OP, Ol, NI), D|_= dummy variable, 1 for firms reporting losses and 0 for others, and DJ- = industry dummy ( j
=1, 2,-++, 17). For example, OP_Loss represents regression model M2, which controls operating losses. The column “vs. OP”
presents the difference in AIC between simple earnings capitalization model (M1) with using operating profit as independent
variable. Z = Wilcoxon test score, BNST = p-value of binominal sign test.
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Table 12 Nonlinearity between positive and negative earnings (losses)

Panel A oP D _OP

Year Coefficients White-t p-value Coefficients White-t p-value Adj. R? vs. OP F p-value N (loss)

1979 1.5214 5.713 0.000 - 1.8346 -3.785 0.000 0.2666 0.0639 1.2373 0.2670 303 (20)
80 1.1859 5.604 0.000 -0.9377 -2.350 0.019 0.3551 0.0060 0.2977 0.5858 304 (10)
81 1.4154 4.648 0.000 -1.4182 -4.214 0.000 0.2560 0.0478 0.0002 0.9886 307 (10)
82 0.6252 5.605 0.000 - 0.4855 -1.512 0.132 0.1697 -0.0022 0.0210 0.8848 310(9)
83 0.6256 3.781 0.000 - 1.6548 - 3.586 0.000 0.2823 0.0260 5.3562 0.0213 313 (24)
84 2.1100 3.822 0.000 - 2.6826 - 2.860 0.005 0.2247 0.0173 0.4704 0.4934 316 (18)
85 1.0197 2.627 0.009 - 1.5939 -1.049 0.295 0.1479 0.0035 0.3823 0.5369 317 (13)
86 1.1579 2.580 0.010 -1.7086 - 2.085 0.038 0.1282 0.0084 0.6440 0.4229 322 (21)
87 0.9413 1.667 0.096 - 1.3867 -1.918 0.056 0.0785 0.0034 0.4293 0.5128 321 (37)
88 4.3972 6.339 0.000 - 5.8533 - 5.264 0.000 0.2586 0.0423 1.6886 0.1948 330 (21)
89 1.8408 2.535 0.012 -2.9961 -1.563 0.119 0.2209 0.0037 0.5086 0.4763 348 (11)
90 6.3116 9.362 0.000 - 20.255 -1.827 0.068 0.2142 0.0414 11.555 0.0007 418 (14)
91 1.6992 3.612 0.000 -1.9330 -1.618 0.106 0.0870 0.0032 0.0500 0.8231 469 (15)
92 1.6474 5.682 0.000 -2.7138 -3.117 0.002 0.2041 0.0094 1.2019 0.2735 491 (15)
93 1.5168 5.112 0.000 -0.6248 -1.303 0.193 0.1668 0.0005 4.3811 0.0369 502 (50)
94 2.3983 5.247 0.000 - 2.8575 -4.226 0.000 0.1995 0.0422 1.7022 0.1926 508 (90)
95 1.8955 5.666 0.000 - 2.0382 - 4.285 0.000 0.2151 0.0347 0.2297 0.6320 517 (61)
96 0.5875 1.310 0.191 0.4897 0.543 0.587 - 0.0012 -0.0016 1.8597 0.1733 521 (58)
97 3.0854 9.853 0.000 -2.3228 -4.431 0.000 0.3126 0.0168 2.4450 0.1185 541 (36)
98 2.6002 7.587 0.000 -2.3391 -5.344 0.000 0.2756 0.0410 1.0081 0.3158 547 (52)
99 1.8476 4.685 0.000 -1.7395 - 3.603 0.000 0.2362 0.0285 0.2808 0.5964 558 (126)

2000 0.5232 1.491 0.137 0.1673 0.323 0.747 0.0602 -0.0017 1.7569 0.1856 559 (84)

79 - 00 1.3823 11.30 0.000 - 1.4691 - 8.300 0.000 0.2982 0.0117 0.8720 0.3504 9,122(795)
Mean 1.8615 4.751 - 2.6562 - 2.685 0.1981 0.0198 1.7048
Median 1.5844 4.899 -1.7871 - 2.605 0.2147 0.0131* 0.8260

*Z = 3.815 (p = 0.000), BNST p-value = 0.001
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Table 12 Nonlinearity between positive and negative earnings (losses) (continued)

Panel B ol D Ol

Year Coeffsicient White-t p-value  Coefficients  White-t p-value Adj. R? vs. Ol F p-value N (loss)

1979 1.4606 3.860 0.000 -1.7792 -3.590 0.000 0.1892 0.0545 2.0914 0.1492 303 (35)
80 1.3613 3.436 0.001 -1.1144 - 2.505 0.013 0.2819 0.0153 0.7339 0.3923 304 (18)
81 2.2600 4.688 0.000 -2.2853 -4.471 0.000 0.3060 0.1080 0.0341 0.8537 307 (21)
82 0.3798 2.284 0.023 - 0.0245 -0.063 0.950 0.1242 - 0.0030 0.8735 0.3508 310 (29)
83 0.6822 3.492 0.001 -0.9275 -2.742 0.006 0.2596 0.0199 1.0686 0.3021 313 (47)
84 2.8760 5.343 0.000 - 2.8040 -4.110 0.000 0.2306 0.0297 0.0169 0.8966 316 (39)
85 0.8032 1.456 0.146 - 1.6250 -1.313 0.190 0.1289 0.0041 1.1615 0.2820 317 (19)
86 1.9090 3.067 0.002 -2.8971 -3.142 0.002 0.1494 0.0346 3.5500 0.0605 322 (31)
87 1.5499 2.245 0.025 - 1.9570 -2.373 0.018 0.0847 0.0070 0.3407 0.5599 321 (48)
88 5.3789 7.037 0.000 - 6.8986 - 6.229 0.000 0.2605 0.0600 2.2675 0.1331 330 (21)
89 0.8241 0.999 0.318 -1.2081 - 0.609 0.543 0.2079 - 0.0015 0.0478 0.8272 348 (10)
90 6.5412 9.284 0.000 -12.7910 -4.903 0.000 0.2133 0.0240 3.5144 0.0616 418 (9)
91 2.2380 4471 0.000 -2.0541 - 3.684 0.000 0.1082 0.0220 0.3892 0.5330 469 (20)
92 24477 8.550 0.000 -2.7346 - 4.593 0.000 0.2547 0.0343 0.4083 0.5232 491 (21)
93 1.9685 6.089 0.000 - 1.4965 -3.444 0.001 0.1777 0.0126 2.0285 0.1550 502 (63)
94 2.4546 4,709 0.000 -2.5781 -3.775 0.000 0.1860 0.0336 0.1774 0.6738 508 (98)
95 1.2710 3.608 0.000 -1.3141 -2.464 0.014 0.1490 0.0154 0.0282 0.8667 517 (71)
96 -0.2726 -0.428 0.669 1.4793 1.413 0.158 - 0.0021 0.0020 3.4722 0.0630 521 (47)
97 4.0735 12.32 0.000 -3.6778 - 6.497 0.000 0.3951 0.0485 0.9282 0.3358 541 (37)
98 3.4464 9.159 0.000 - 3.3165 - 7.665 0.000 0.3238 0.0920 0.4690 0.4938 547 (58)
99 2.1082 4.209 0.000 - 2.0557 - 3.646 0.000 0.2385 0.0408 0.1061 0.7448 558 (122)

2000 1.0074 2.5632 0.012 -0.4134 -0.734 0.464 0.0666 -0.0012 1.6816 0.1953 559 (74)

79-00 1.7219 10.41 0.000 -1.7896 -8.851 0.000 0.2920 0.0184 0.9717 0.3243 9,122(938)
Mean 2.1259 4.655 -2.4761 -3.234 0.1970 0.0297 1.1540
Median 1.9388 4.035 - 2.0056 - 3.517 0.1986 0.0230* 0.8037

*Z = 3.880 (p = 0.000), BNST p-value = 0.001
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Table 12 Nonlinearity between positive and negative earnings (losses) (continued)

Panel C NI D_ NI
Year Coeffsluent White-t p-value  Coefficients  White- t p-value Adj. R? vs. NI F p-value N (loss)
1979 2.0076 5.862 0.000 -2.1755 -5.956 0.000 0.2206 0.0947 1.9630 0.1623 303 (27)
80 1.5857 3.395 0.001 -1.0679 -2.010 0.045 0.2631 0.0059 2.0375 0.1546 304 (13)
81 0.7248 1.452 0.148 - 0.5826 -1.084 0.279 0.1958 0.0079 0.4647 0.4960 307 (17)
82 0.5058 3.789 0.000 - 0.3067 - 0.896 0.371 0.1192 -0.0019 0.2550 0.6139 310 (21)
83 0.5645 3.250 0.001 -0.9087 -2.108 0.036 0.2342 0.0086 0.8725 0.3510 313 (36)
84 3.3356 4.498 0.000 -3.1383 - 3.512 0.001 0.1778 0.0200 0.0769 0.7817 316 (30)
85 0.2409 0.470 0.639 0.2414 0.331 0.741 0.1239 - 0.0026 0.6221 0.4309 317 (16)
86 2.5600 3.021 0.003 -2.5313 - 2.526 0.012 0.1283 0.0120 0.0025 0.9599 322 (25)
87 0.9661 0.939 0.349 0.0868 0.063 0.950 0.0785 - 0.0030 1.9477 0.1639 321 (41)
88 9.6947 6.075 0.000 -10.866 - 6.060 0.000 0.2360 0.0677 1.1021 0.2946 330 (17)
89 0.1422 1.449 0.148 - 0.2980 -0.232 0.817 0.2059 -0.0024 0.0069 0.9340 348 (9)
90 12.166 6.578 0.000 - 20.357 - 4.509 0.000 0.2093 0.0309 3.1069 0.0787 418 (5)
91 1.3079 1.335 0.182 -1.1024 - 1.096 0.274 0.0772 0.0068 1.0908 0.2969 469 (15)
92 1.6282 2.275 0.023 -1.0674 -1.240 0.216 0.1750 0.0039 1.8461 0.1749 491 (19)
93 2.7860 4.598 0.000 - 2.4453 - 3.508 0.000 0.1616 0.0313 2.2039 0.1383 502 (62)
94 2.0298 2.214 0.027 - 1.5457 -1.473 0.141 0.1479 0.0062 2.6471 0.1044 508 (97)
95 0.9635 1.637 0.102 - 0.5440 -0.688 0.492 0.1283 0.0002 1.6601 0.1982 517 (83)
96 0.0306 0.046 0.963 1.0179 1.112 0.267 0.0009 - 0.0001 4.6468 0.0316 521 (59)
97 3.8873 2.586 0.010 -2.9519 -1.768 0.078 0.2992 0.0359 11.285 0.0008 541 (46)
98 4.8537 7.900 0.000 -4.4797 -6.718 0.000 0.3039 0.0933 5.4291 0.0202 547 (79)
99 0.7266 1.445 0.149 - 0.4609 -0.875 0.382 0.1879 0.0019 10.510 0.0013 558 (170)
2000 0.2286 1.969 0.049 0.0375 0.159 0.874 0.0598 -0.0017 2.8538 0.0917 559 (160)
79-00 0.8472 2.624 0.009 - 0.6453 -1.828 0.068 0.2681 0.0042 17.964 0.0000 9,122 (1,047)
Mean 2.4062 3.036 -2.5325 -2.027 0.1697 0.0189 2.5741
Median 1.4468 2.431 -1.0677 - 1.357 0.1764 0.0065* 1.8969

*Z =3.149 (p = 0.002), BNST p-value = 0.052
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Table 12 Nonlinearity between positive and negative earnings (losses) (continued)

Panel D (1) OP_Loss (2) Ol_Loss (3) NI_Loss
Dummy Test Hausman Test Dummy Test Hausman Test Dummy Test Hausman Test

Year F  (p-value) 7®  (p-value) F  (p-value) 7°  (p-value) F  (p-value) 7®  (p-value)

1979 1.42 (0.128) 3.85 (0.146) 3.00 (0.000) 12.71 (0.002) 2.71 (0.000) 51.27 (0.000)
80 8.28 (0.000) 53.51 (0.000) 7.55 (0.000) 25.96 (0.000) 6.94 (0.000) 19.27 (0.000)
81 5.64 (0.000) 35.24 (0.000) 3.81 (0.000) 45.97 (0.000) 4.59 (0.000) 0.03 (0.983)
82 3.39 (0.000) 1.07 (0.586) 3.30 (0.000) 76.56 (0.000) 3.32  (0.000) 16.92 (0.000)
83 7.37 (0.000) 35.03 (0.000) 6.54 (0.000) 1.76 (0.415) 6.43 (0.000) 69.95 (0.000)
84 4.23 (0.000) 41.60 (0.000) 3.76  (0.000) 6.00 (0.050) 3.28 (0.000) 106.74 (0.000)
85 3.32  (0.000) 2.00 (0.368) 3.64 (0.000) 1.66 (0.437) 3.60 (0.000) 10.01 (0.007)
86 3.28 (0.000) 0.07 (0.968) 3.45 (0.000) 2.90 (0.234) 3.28 (0.000) 3.02 (0.221)
87 2.29 (0.003) 6.80 (0.033) 2.35 (0.000) 4.42 (0.110) 2.60 (0.000) 5.80 (0.055)
88 2.74 (0.000) 15.36 (0.001) 3.36 (0.000) 129.50 (0.000) 3.43 (0.000) 130.98 (0.000)
89 4.83 (0.000) 165.28 (0.000) 5.78 (0.000) 71.78 (0.000) 6.14 (0.001) 31.63 (0.000)
90 3.91 (0.000) 68.30 (0.000) 3.61 (0.000) 17.85 (0.000) 3.26  (0.000) 15.32 (0.001)
91 2.68 (0.000) 0.09 (0.956) 2.69 (0.000) 7.54 (0.023) 2.71 (0.000) 12.55 (0.002)
92 6.68 (0.000) 30.38 (0.000) 6.29 (0.000) 0.24 (0.887) 5.85 (0.000) 3.26 (0.196)
93 3.67 (0.000) 9.02 (0.011) 3.62 (0.000) 9.11 (0.011) 4.40 (0.000) 19.15 (0.000)
94 6.18 (0.000) 1,486.34 (0.000) 5.92 (0.000) 333.76  (0.000) 5.49 (0.000) 13.58 (0.001)
95 5.22 (0.000) 0.54 (0.762) 5.21 (0.000) 94.63 (0.000) 4.65 (0.000) 150.45 (0.000)
96 0.92 (0.545) 2.31 (0.315) 0.91 (0.560) 3.71 (0.157) 0.92 (0.548) 3.25 (0.197)
97 7.02 (0.000) 6.54 (0.038) 6.40 (0.000) 53.21 (0.000) 5.88 (0.000) 32.31 (0.000)
98 6.79 (0.000) 12.37 (0.002) 6.37 (0.000) 6.18 (0.046) 5.88 (0.000) 5.25 (0.073)
99 5.90 (0.000) 170.79 (0.000) 5.37 (0.000) 133.16 (0.000) 6.74 (0.000) 12.95 (0.002)

2000 2.86 (0.000) 130.25 (0.000) 2.95 (0.000) 24.59 (0.000) 2.80 (0.000) 3.87 (0.144)

Earnings Capitalization Model with controlling losses (M2):
reporting losses and 0 for others, and D; = industry dummy j
same earnings, OP, Ol, NI, respectlvelﬂ Z = Wilcoxon test score, BNST p-value of binominal sign test.

P, = a+ g X ; V.
1,2, fhe column vs " présents the’increment in adjusted R-square compared with simple earnings regressmn model (M1) with using the

J

D U P = stock price, X = accounting earnings (OP, OI, NI), D -dummy variable, 1 for firms

Dummy Test represents the results of F-test whether all industry dummy is zero.
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Table 13 OLS results of reduced samples in 1996

X D X Dummy Test Hausman Test
Coeff. ~ White-t  p-value  Coeff. ~ White-t p-value  Adj.R?> Improve F p-value F (p-value) 7> (p-value)
OP_Los
1.2441 3.866 0.000 -0.9859 -1.616 0.107 0.0776 0.0036 0.3718 0.5423 2.61 (0.001) 7.60 (0.022)
s
Ol Loss 0.7422 1.996 0.046 - 0.3667 -0.718 0.473 0.0534 -0.0012 1.1442 0.2853 2.45 (0.001) 15.06 (0.001)
NI_Loss  1.1709 2.795 0.005 - 0.6486 -1.294 0.196 0.0680 0.0007 3.9772 0.0467 2.54 (0.001) 112.28 (0.000)

Earnings Capitalization Model with controlling losses (M2): P, = o + B X, + 8,D X, + 271 D +Uy P = stock price, X = accounting earnings (OP, OI, NI), D, = dummy variable,
1 for firms

reporting losses and 0 for others, and D; = industry dummy (j =1, 2,--+, 17). The column of “Improve” represents the increment in R2 compared with simple earnings regression
model (M1). Dummy Test represents the results of F-test whether all industry dummy is zero.
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Table 14 AIC Comparison between book value model and earnings capitalization model

Year BVE vs. OP vs. Ol vs. NI
1979 0.27415 0.02354 0.00219 - 0.00060
80 0.10480 0.01558 0.00428 0.00299
81 0.13486 - 0.00140 -0.00314 - 0.00489
82 0.05848 0.00411 0.00118 0.00078
83 0.06133 0.00302 0.00171 0.00061
84 0.28476 0.02787 0.02577 0.01182
85 0.15021 0.00320 -0.00018 0.00013
86 0.13674 - 0.00292 -0.00372 -0.00348
87 0.18417 -0.00252 - 0.00200 -0.00122
88 0.36508 0.00023 -0.00712 -0.02211
89 0.16794 0.00057 -0.00108 -0.00134
90 0.15755 - 0.00052 0.00263 0.00055
91 0.04220 - 0.00002 0.00009 - 0.00064
92 0.02097 0.00068 0.00133 -0.18783
93 0.03341 - 0.00021 - 0.00026 - 0.00166
94 0.05077 - 0.00061 - 0.00091 - 0.00157
95 0.02320 0.00062 - 0.00067 - 0.00082
96 0.17805 0.00131 0.00051 0.00141
97 0.03994 0.00444 0.00700 0.00280
98 0.05511 0.00663 0.00645 0.00511
99 0.08641 0.00498 0.00396 0.00275
2000 0.34925 0.00279 0.00497 0.00264
79 - 00 0.13909 0.00572 0.00329 0.00148
Mean 0.13452 0.00415 0.00195 - 0.00884
Median 0.11983 0.00100 0.00085 -0.00023
z 2.581 1.380 -0.179
p-value 0.010 0.168 0.858
BNST 0.134 0.523 0.832

Book value of equity model (M3): P, =a+ BBVE, + Z 7, Dj +U s P = stock price, BVE = book value of equity.

D = industry dummy (j =1, 2,---,17). The column “vs.” represents the difference in AIC between book value of equity

model (M3) and simple earnings capitalization model (M1). Z = Wilcoxon test score, BNST = p-value of binominal sign

test.
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Table 15 Value relevance of book value of equity

Year Coeff.  White-t p- value F p-value  Adj.R®> vs.OP vs. Ol vs. NI

1979 0.0924 1.052 0.293 3.458 0.000 0.1278 -0.0749 -0.0069  0.0019
80 0.1581 2.005 0.046 6.182 0.000 0.2354 -0.1137 -0.0312 -0.0218
81 0.3805 2.390 0.018 5.690 0.000 0.2162  0.0080  0.0182 0.0283
82 0.0282 0.496 0.620 3.106 0.000 0.1093 -0.0626 -0.0179 -0.0118
83 0.0798 1.332 0.184 5.828 0.000 0.2179 -0.0384 -0.0218 -0.0077
84 0.2440 1.769 0.078 3.417 0.000 0.1214 -0.0860 -0.0795 -0.0364
85 0.0922 0.872 0.384 3.527 0.000 0.1258 -0.0186  0.0010 -0.0007
86 0.3338 3.083 0.002 3.861 0.000 0.1383  0.0185  0.0235 0.0220
87 0.2595 2.194 0.029 2.706 0.000 0.0876  0.0125  0.0099 0.0061
88 0.8090 3.970 0.000 6.030 0.000 0.2158 -0.0005  0.0153 0.0475
89 0.2617 1.602 0.110 6.264 0.000 0.2145 -0.0027  0.0051 0.0062
90 1.1011 7.086 0.000 5.933 0.000 0.1755  0.0027 -0.0138 -0.0029
91 0.2673 3.279 0.001 3.390 0.000 0.0842  0.0004 -0.0020  0.0138
92 0.1890 3.956 0.000 6.480 0.000 0.1676 -0.0271 -0.0528 -0.0035
93 0.2733 6.496 0.000 6.759 0.000 0.1714  0.0051 0.0063 0.0411
94 0.2562 4.879 0.000 6.662 0.000 0.1674  0.0101 0.0150  0.0257
95 0.1913 4313 0.000 6.378 0.000 0.1580 -0.0224  0.0244  0.0299
96 0.0194 0.179 0.858 0.800 0.702  -0.0070 -0.0074 -0.0029 -0.0080
97 0.2329 5.500 0.000 8.864 0.000 0.2077 -0.0881 -0.1389 -0.0556
98 -0.0365 -1.097 0.273 5.532 0.000 0.1300 -0.1046 -0.1018 -0.0806
99 0.0043 0.208 0.836 6.860 0.000 0.1592 -0.0485 -0.0385 -0.0268

2000 -0.0313 -1.167 0.244 2.782 0.000 0.0544 -0.0075 -0.0134 -0.0071

79-00 0.0624 4.180 0.000 81.451 0.000 0.2560 -0.0305 -0.0176 -0.0079

Mean 0.2366 2.473 0.1490 -0.0294 -0.0183 -0.0018
Median 0.2121 2.100 0.1586 -0.0131 -0.0049 -0.0018
z -2565 -1445 -0.114
p-value 0.010 0.149 0.910
BNST 0.134 0.523 0.832

Book value of equity model (M3): P, =a+ fBVE, + Z 7,D; +Uuy P = stock price, BVE = book value of equity, D =

industry dummy (j=1, 2,---,17). The column “vs.” represents the difference in adjusted R-square between book value
model (M3) and simple earnings capitalization model (M1). Z = Wilcoxon test score, BNST = p-value of binominal sign
test.
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Table 16 Pearson product moment correlations between book value of equity and earnings

Per Share Deflated*

Year (BVE, OP) (BVE, OI) (BVE,NI)  (BVE, OP) (BVE, OI) (BVE, NI)
1979 0.7280 0.8246 0.6829 0.4302 0.5347 0.7387
80 0.7859 0.8793 0.7812 0.0818 0.2675 0.0506
81 0.8279 0.8778 0.7929 0.3770 0.4979 0.3069
82 0.8535 0.8818 0.8366 0.0018 0.2356 0.0907
83 0.8156 0.8136 0.7633 0.1434 0.3053 0.2629
84 0.8271 0.8376 0.8648 0.2181 0.3689 0.3134
85 0.8637 0.9335 0.8512 0.2812 0.3907 0.3027
86 0.8117 0.8693 0.8474 0.3763 0.4919 0.4252
87 0.7596 0.8297 0.7635 0.1753 0.3150 0.2982
88 0.6042 0.7574 0.7289 0.2985 0.4282 0.3744
89 0.6363 0.7906 0.5763 0.0669 0.2954 0.1995
90 0.6331 0.7721 0.7490 0.3606 0.5367 0.4616
91 0.6662 0.7669 0.5421 0.1607 0.4874 0.4199
92 0.5339 0.6886 0.6150 0.1497 0.2768 0.2420
93 0.5522 0.6646 0.5898 0.1789 0.1879 0.0720
94 0.5428 0.6320 0.5169 0.0708 0.1387 0.1153
95 0.6169 0.6887 0.5960 0.1373 0.1157 0.0911
96 0.9998 0.9998 0.9997 0.0835 0.1370 0.1482
97 0.9999 0.9999 0.9999 0.2220 0.3116 0.2363
98 0.9998 0.9998 0.9993 0.1026 0.1404 0.0616
99 0.9999 0.9999 0.9993 -0.1005 - 0.0680 0.1232
2000 0.9998 0.9998 0.9994 - 0.0599 - 0.0090 - 0.0682
79 - 00 0.9940 0.9954 0.9913 0.0758 0.1444 0.0537

* Variables are deflated by stock prices at the end of previous year.
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Table 17 AIC comparison among models

(1) BVE and OP (2) BVE and Ol (3) BVE and NI

Year BV _OP vs. BVE vs.OP  vs.OP_Loss BV Ol vs. BVE vs. Ol vs. Ol_Loss BV _NI vs. BVE vs. NI vs. NI_Loss

1979 0.25097  -0.02318 0.00036 0.01975 0.27376 - 0.00039 0.00180 0.01815 0.27596 0.00181 0.00121 0.03025

80 0.08826  -0.01654 -0.00095  -0.00040 0.10044  -0.00436  -0.00008 0.00172 0.10048 - 0.00432 -0.00133 - 0.00084

81 0.13152  -0.00334  -0.00474 0.00311 0.13385  -0.00101  -0.00415 0.01407 0.13358  -0.00128 -0.00617  -0.00522

82 0.05469  -0.00379 0.00032 0.00002 0.05764  -0.00084 0.00034  -0.00002 0.05808 - 0.00040 0.00037 0.00007

83 0.05854  -0.00279 0.00022 0.00209 0.05997 - 0.00136 0.00035 0.00174 0.06098 - 0.00035 0.00026 0.00075

84 0.25755  -0.02721 0.00066 0.00553 0.26063 - 0.02413 0.00164 0.01054 0.27411 - 0.01065 0.00117 0.00684

85 0.14786 - 0.00235 0.00085 0.00101 0.15107 0.00086 0.00068 0.00095 0.15082 0.00061 0.00074 - 0.00016

86 0.13685 0.00011  -0.00281 -0.00188 0.13755 0.00081  -0.00291 0.00219 0.13741 0.00067 -0.00281  -0.00131

87 0.18524 0.00107 - 0.00145 - 0.00130 0.18521 0.00104 - 0.00096 - 0.00008 0.18479 0.00062 -0.00060  -0.00176

88 0.35163  -0.01345  -0.01322 0.00551 0.36048  -0.00460  -0.01172 0.01525 0.36645 0.00137  -0.02074 0.00974

89 0.16728  -0.00066 - 0.00009 0.00025 0.16888 0.00094  -0.00014  -0.00094 0.16891 0.00097 -0.00037  -0.00133

90 0.14893 - 0.00862 -0.00914  -0.00157 0.14987 -0.00768  -0.00505  -0.00081 0.14946  -0.00809 -0.00754  -0.00198

91 0.04160  -0.00060  -0.00061 - 0.00056 0.04197 -0.00023  -0.00013 0.00080 0.04233 0.00013 -0.00051  -0.00028

92 0.19964 0.17867 0.17935 0.17955 0.01952 -0.00145  -0.00012 0.00071 0.02055 - 0.00042 -0.00033  -0.00028

93 0.03129  -0.00212  -0.00233  -0.00238 0.03150  -0.00192  -0.00217 -0.00173 0.03225  -0.00117 -0.00283  -0.00163

94 0.04899  -0.00177  -0.00239 0.00009 0.04956  -0.00121  -0.00212 - 0.00017 0.04997  -0.00080  -0.00237  -0.00209

95 0.02168  -0.00152  -0.00090 0.00002 0.02278  -0.00042  -0.00109 - 0.00071 0.02287 - 0.00033 -0.00116  -0.00119

96 0.17742  -0.00063 0.00068 0.00008 0.17822 0.00017 0.00068 0.00071 0.17732  -0.00073 0.00068 0.00034

97 0.03459  -0.00535 -0.00090 -0.00012 0.03266  -0.00728  -0.00028 0.00211 0.03618 - 0.00376 - 0.00096 0.00079

98 0.04821  -0.00690  -0.00027 0.00225 0.04821  -0.00690  -0.00045 0.00530 0.04990 - 0.00521 - 0.00011 0.00573

99 0.08168  -0.78237 0.00026 0.00306 0.08274  -0.00367 0.00029 0.00434 0.08390 - 0.00250 0.00025 0.00030

2000 0.34726 - 0.00199 0.00080 - 0.00041 0.34486 - 0.00439 0.00058 - 0.00045 0.34736 - 0.00189 0.00075 - 0.00048

79-00 0.13323  -0.00586  -0.00014 0.00203 0.13574  -0.00335 -0.00006 0.00337 0.13745  -0.00164  -0.00016 0.00062

Mean 0.13690  -0.03297 0.00653 0.00971 0.13143 -0.00309 -0.00114 0.00335 0.13289  -0.00162 - 0.00193 0.00165

Median 0.13419  -0.00257  -0.00044 0.00009 0.11715  -0.00129  -0.00014 0.00087 0.11703 - 0.00058 -0.00044  -0.00028
z -3.230 -1.640 1.477 - 3.100 -1.348 2.581 -2.094 -1.834 - 0.503
p-value 0.001 0.101 0.140 0.002 0.178 0.010 0.036 0.067 0.615
BNST 0.001 0.523 0.286 0.017 0.286 0.286 0.134 0.286 0.523

Combined model (M4): P, = + 8,BVE, + 3, X, + 27/1. D,— +u, . P = stock price, BVE = book value of equity, X = accounting earnings (OP, Ol, NI), D = industry dummy (j =1, 2,---, 17).

The column “vs.” represents the difference in AIC between book value of equity model (M3), simple earnings capitalization model (M1) and earnings capitalization model with controlling losses (M2). Z
= Wilcoxon test score, BNST = p-value of binominal sign test.
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Table 18 Value relevance of earnings combined with book value of equity

Panel A BVE OoP Dummy Test Hausman Test

Year Coeff. White-t  p-value Coeff. White-t  p-value  Adj. R?2 F (p-value) Ve (p-value) vs.BVE  vs.OP OPVT_' 0ss
1979 -0.0998 -1.178 0.240 0.9689 4.402 0.000 0.2040 2.40 (0.002) 12.57 (0.002) 0.0762 0.0013  -0.0626
80 0.1321 2.637 0.009 1.0561 5.745 0.000 0.3580 9.39 (0.000) 1,709.36 (0.000) 0.1226 0.0089 0.0029

81 0.3009 1.842 0.067 0.4521 1.525 0.128 0.2380 5.17 (0.000) 8.73 (0.013) 0.0218 0.0298 - 0.0180

82 0.0243 0.450 0.653 0.6024 6.013 0.000 0.1695 3.37 (0.000) 1.38 (0.503) 0.0602 -0.0024 -0.0002

83 0.0490 0.852 0.395 0.4313 3.782 0.000 0.2557 6.72 (0.000) 18.96 (0.000) 0.0378 -0.0006 - 0.0266

84 0.1243 0.929 0.354 1.5652 3.881 0.000 0.2077 3.96 (0.000) 3.53 (0.171) 0.0863 0.0003 -0.0170

85 0.0423 0.418 0.676 0.7244 2.096 0.037 0.1420 3.34 (0.000) 6.60 (0.037) 0.0162 -0.0024 -0.0059

86 0.2891 2.552 0.011 0.3864 1.140 0.255 0.1400 3.35 (0.000) 1.16 (0.560) 0.0017 0.0202 0.0118

87 0.2481 2.071 0.039 0.1513 0.401 0.688 0.0850 2.68 (0.000) 11.54 (0.003) - 0.0026 0.0099 0.0065

88 0.5991 3.206 0.001 2.1029 3.640 0.000 0.2468 3.00 (0.000) 7.24  (0.027) 0.0310 0.0305 -0.0118

89 0.2279 1.411 0.159 1.1264 2.020 0.044 0.2197 6.39 (0.000) 0.65 (0.724) 0.0052 0.0025 -0.0012

90 0.7866 4.962 0.000 3.5578 3.652 0.000 0.2224 3.50 (0.000) 4,364.37 (0.000) 0.0469 0.0496 0.0082

91 0.2314 2.734 0.007 1.1355 2.555 0.011 0.0990 3.05 (0.000) 23.41 (0.000) 0.0148 0.0152 0.0120

92 0.1438 3.069 0.002 1.2195 4.490 0.000 0.2090 6.45 (0.000) 9.51 (0.009) 0.0414 0.0143 0.0049

93 0.2353 5.766 0.000 1.1262 6.368 0.000 0.2256 2.46 (0.001) 8.86 (0.012) 0.0542 0.0593 0.0588

94 0.2358 4.476 0.000 0.9159 3.361 0.001 0.1980 4.85 (0.000) 53.32  (0.000) 0.0306 0.0407 - 0.0015

95 0.1611 3.732 0.000 0.9615 3.546 0.000 0.2145 4.44  (0.000) 149.35 (0.000) 0.0565 0.0341 - 0.0006

96 0.0075 0.070 0.945 0.7634 3.020 0.003 -0.0016 0.92 (0.552) 1.43 (0.490) 0.0054 -0.0020 - 0.0004

97 0.1559 3.927 0.000 2.1516 8.796 0.000 0.3150 7.14 (0.000) 6.09 (0.048) 0.1073 0.0192 0.0024

98 -0.0748  -2.397 0.017 1.4490 5.606 0.000 0.2402 5.37 (0.000) 99.24 (0.000) 0.1102 0.0056 - 0.0354

99 0.0105 0.511 0.610 0.8059 4.802 0.000 0.2065 5.52  (0.000) 121.26 (0.000) 0.0473 -0.0012 -0.0297
2000 -0.0275  -1.032 0.303 0.5684 2.518 0.012 0.0614 2.62 (0.000) 19.48 (0.000) 0.0070 - 0.0005 0.0012
79-00 0.0403 2.770 0.006 0.9057 9.116 0.000 0.2874 12.57 (0.002) 0.0180 -0.0125 -0.0242
Mean 0.1729 1.864 1.1010 3.789 0.1935 0.0445 0.0151 - 0.0046
Median 0.1498 1.957 0.9652 3.646 0.2084 0.0396 0.0094  -0.0005

z 4.042 3.133 -0.828

p-value 0.000 0.002 0.408

BNST 0.000 0.052 0.523

69



XB% &

Table 18 Value relevance of earnings combined with book value of equity (continued)

Panel B BVE ol Dummy Test Hausman Test

Year Coeff. White-t  p-value Coeff. White-t  p-value  Adj. R2 F (p-value) 7 (p-value) vs. BVE vs. Ol vs. Ol_Loss

1979 0.0056 0.051 0.960 0.3232 1.295 0.196 0.1317 3.24  (0.000) 35.42 (0.000) 0.0039 -0.0030 -0.0575

80 0.0946 1.512 0.132 0.7495 3.178 0.002 0.2695 7.46 (0.000) 69.01 (0.000) 0.0341 0.0029 -0.0124

81 0.3009 1.686 0.093 0.2741 1.060 0.290 0.2245 4.68 (0.000) 1.09 (0.581) 0.0083 0.0265 - 0.0815

82 -0.0240 -0.480 0.632 0.3916 3.234 0.001 0.1246 3.40 (0.000) 1.91 (0.386) 0.0153 - 0.0026 0.0004

83 0.0242 0.425 0.671 0.3596 3.092 0.002 0.2375 6.03 (0.000) 9.58 (0.008) 0.0196 -0.0022 -0.0221

84 -0.0127  -0.088 0.930 1.7461 5.176 0.000 0.1982 3.45 (0.000) 1.95 (0.378) 0.0768 -0.0027 -0.0324

85 0.0774 0.700 0.485 0.1481 0.346 0.800 0.1234 3.44  (0.000) 7.75 (0.021) -0.0024 -0.0014 -0.0055

86 0.3173 2.405 0.017 0.1040 0.253 0.017 0.1357 3.33  (0.000) 1.20 (0.550) - 0.0026 0.0209 - 0.0137

87 0.2369 1.849 0.066 0.2104 0.452 0.652 0.0851 2.70 (0.000) 11.65 (0.003) - 0.0025 0.0074 0.0004

88 0.6074 3.144 0.002 1.6211 2.369 0.018 0.2279 3.55 (0.000) 4.62 (0.100) 0.0121 0.0274 - 0.0326

89 0.2476 1.567 0.118 0.1835 0.277 0.782 0.2122 6.52 (0.000) 1,113.32 (0.000) - 0.0023 0.0028 0.0043

90 0.6597 3.547 0.000 3.8337 4.230 0.000 0.2175 3.36  (0.000) 1,120.96 (0.000) 0.0420 0.0282 0.0042

91 0.1676 1.573 0.116 0.5667 1.605 0.109 0.0909 2.80 (0.000) 26.27 (0.000) 0.0067 0.0047  -0.0173

92 0.1036 2.004 0.046 1.4268 3.766 0.000 0.2267 6.03 (0.000) 1.15 (0.562) 0.0591 0.0063 - 0.0280

93 0.2290 5.444 0.000 1.0400 5.758 0.000 0.2205 2.38 (0.002) 10.08 (0.007) 0.0491 0.0554 0.0428

94 0.2259 4.044 0.000 0.7298 2.527 0.012 0.1888 4.65 (0.000) 38.60 (0.000) 0.0214 0.0364 0.0028

95 0.1758 4.052 0.000 0.5048 2.459 0.014 0.1746 4.18 (0.000) 67.10 (0.000) 0.0166 0.0410 0.0256

96 0.0061 0.055 0.956 0.4713 2.040 0.042 - 0.0061 0.90 (0.575) 2.32 (0.313) 0.0009 -0.0020 - 0.0040

97 0.0997 2.611 0.009 2.5153 7.458 0.000 0.3533 6.42 (0.000) 35.09 (0.000) 0.1456 0.0067  -0.0418

98 -0.0895  -2.786 0.006 1.3093 4.649 0.000 0.2402 4.83 (0.000) 311.73 (0.000) 0.1102 0.0084 -0.0836

99 0.0044 0.212 0.832 0.6339 4.073 0.000 0.1963 5.42  (0.000) 113.23 (0.000) 0.0371  -0.0014 -0.0422

2000 -0.0332  -1.276 0.202 0.8078 3.966 0.000 0.0678 2.61 (0.001) 18.47 (0.000) 0.0134 0.0000 0.0012

79-00 0.0286 1.938 0.053 0.7052 6.496 0.000 0.2739 35.42  (0.000) 0.0179 0.0003 -0.0181

Mean 0.1556 1.466 0.9068 2.876 0.1791 0.0301 0.0118 -0.0179

Median 0.1016 1.570 0.6003 2.810 0.1973 0.0160 0.0055 -0.0131

z 3.652 -2972 -2.321

p-value 0.000 0.003 0.020

BNST 0.004 0.189 0.286
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Table 18 Value relevance of earnings combined with book value of equity (continued)

Panel C BVE NI Dummy Test Hausman Test

Year Coeff. White-t  p-value Coeff. White-t  p-value  Adj. R2 F (p-value) 7 (p-value) vs. BVE vs. NI vs. NI_Loss

1979 0.0999 0.683 0.495 -0.0143 0.056 0.955 0.1247 3.22 (0.000) 35.96 (0.000) -0.0031 -0.0012 -0.0959

80 0.1503 2.490 0.013 0.9617 3.417 0.001 0.2692 7.11 (0.000) 17.77 (0.000) 0.0338 0.0120 0.0061

81 0.3329 2.138 0.033 0.3045 1.774 0.077 0.2261 4.83 (0.000) 471 (0.095) 0.0099 0.0382 0.0303

82 0.0059 0.111 0.911 0.4028 2.916 0.004 0.1181 3.39 (0.000) 2.04 (0.361) 0.0088 -0.0030 -0.0011

83 0.0474 0.828 0.408 0.3103 2.269 0.024 0.2247 6.15 (0.000) 0.93 (0.628) 0.0068 -0.0009 - 0.0095

84 0.0984 0.684 0.495 1.6978 4.479 0.000 0.1567 3.20 (0.000) 33.86 (0.000) 0.0353 -0.0011 -0.0211

85 0.0676 0.640 0.523 0.2604 0.763 0.446 0.1248 3.43 (0.000) 7.30 (0.026) -0.0010 -0.0017 0.0009

86 0.3039 2.512 0.013 0.2946 0.587 0.558 0.1365 3.34 (0.000) 1.54 (0.462) -0.0018 0.0202 0.0082

87 0.2135 1.605 0.110 0.5987 0.906 0.366 0.0872 2.79 (0.000) 14.99 (0.001) - 0.0004 0.0057 0.0087

88 0.7508 3.824 0.000 0.8225 0.658 0.511 0.2151 3.64 (0.000) 3.21 (0.201) - 0.0007 0.0468 -0.0209

89 0.2618 1.552 0.122 -0.0003  -0.003 0.998 0.2121 6.57 (0.000) 11.60 (0.003) - 0.0024 0.0038 0.0062

90 0.7429 4.077 0.000 6.9029 3.042 0.003 0.2197 3.00 (0.000) 7.98 (0.019) 0.0442 0.0413 0.0104

91 0.2386 2.162 0.031 0.1424 0.684 0.495 0.0832 3.04 (0.000) 14.48 (0.001) - 0.0010 0.0128 0.0060

92 0.1483 3.002 0.003 0.9220 2.525 0.012 0.1859 5.91 (0.000) 2.78 (0.249) 0.0183 0.0148 0.0109

93 0.2556 6.130 0.000 0.8025 3.044 0.002 0.2019 2.59 (0.001) 10.69 (0.005) 0.0305 0.0716 0.0403

94 0.2361 4.494 0.000 0.7207 2.886 0.004 0.1820 4.72  (0.000) 123.19 (0.000) 0.0146 0.0403 0.0341

95 0.1802 4.094 0.000 0.5880 2.309 0.021 0.1715 4.02 (0.000) 176.21 (0.000) 0.0135 0.0434 0.0432

96 -0.0042  -0.038 0.970 0.7318 3.697 0.000 - 0.0010 0.91 (0.564) 311 (0.211) 0.0060 -0.0020 -0.0019

97 0.1611 3.904 0.000 1.6677 5.064 0.000 0.2835 6.41 (0.000) 19.16 (0.000) 0.0758 0.0202 -0.0157

98 -0.0602  -1.975 0.049 1.1059 5.061 0.000 0.2137 5.02 (0.000) 225.41 (0.000) 0.0837 0.0031  -0.0902

99 -0.0130  -0.579 0.563 0.3229 4.076 0.000 0.1850 6.24 (0.000) 437.29 (0.000) 0.0258 -0.0010 -0.0029

2000 -0.0289  -1.094 0.274 0.2453 2.041 0.042 0.0611 2.51 (0.001) 15.34 (0.001) 0.0067 - 0.0004 0.0013

79 -00 0.0433 2.837 0.005 0.3981 4.457 0.000 0.2648 35.96 (0.000) 0.0088 0.0009 -0.0033

Mean 0.1904 1.875 0.8995 2.375 0.1674 0.0183 0.0165 -0.0024

Median 0.1557 1.872 0.5926 2.417 0.1835 0.0094 0.0089 0.0037

z 3.198 2.938 0.536

p-value 0.001 0.003 0.592

BNST 0.134 0.286 0.523

Combined model (M4): P, =+ B,BVE, + f,X, + 27,- D +Uy P = stock price, BVE = book value of equity, X = accounting earnings (OP, OI, NI), D = industry dummy ( j =1,

2,-+, 17).
Wilcoxon test score, BNST = p-value of binominal sign test.

The column “vs.” represents the difference in adjusted R-square between book value of equity model (M3) and simple earnings capitalization model (M1).

Dummy Test represents the results of F-test whether all industry dummy is zero.
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Table 18 Value relevance of earnings combined with book value of equity (continued)

Panel D BV_OP BV_OlI BV_NI

Year H sl s2 H sl s2 H sl s2
1979 A n.s. 1 n.s. n.s. n.s. n.s.
80 C 1 1 A n.s. 1 C 5 1
81 B 10 n.s. B 10 n.s. C 5 10
82 A n.s. 1 A n.s. 1 A n.s. 5
83 A n.s. 1 A n.s. 1 A n.s. 5
84 A n.s. 1 A n.s. 1 A n.s. 1
85 A n.s. 5 n.s. n.s. n.s. n.s
86 B 5 n.s. C 5 5 B 5 n.s
87 B 5 n.s. B 10 n.s. n.s. n.s
88 C 1 1 C 1 5 B 1 n.s.
89 A n.s. 5 n.s. n.s. n.s n.s.
90 C 1 1 C 1 1 C 1 1
91 C 1 5 n.s. n.s. B 5 n.s.
92 C 1 1 C 10 1 C 1 1
93 C 1 1 C 1 1 C 1 1
94 C 1 1 C 1 5 C 1 5
95 C 1 1 C 1 5 C 1 5
96 A n.s. 1 A n.s. 5 A n.s. 1
97 C 1 1 C 1 1 C 1 1
98 C 5 1 C 1 1 C 5 1
99 A n.s 1 A n.s. 1 A n.s 1
2000 A n.s 5 A n.s. 1 A n.s 5
79 -00 C 1 1 C 10 1 C 1 1

The column H represents which hypothesis is supported. The value below sl (s2), i.e. 1, 5, 10, are the significance level (%)
of coefficient on book value of equity (earnings) and “n.s.” means “not significant”.
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Table 19 Correlations between earnings and book value of capital

Pearson Spearman

Year (BVK,NI)  p-value  (BVK,NI) p-value (BVK,NI)  p-value  (BVK,NIl) p-value
1979 0.739 0.000 0.071 0.215 0.294 0.000 0.040 0.489
80 0.051 0.380 -0.198 0.001 0.258 0.000 0.066 0.250
81 0.307 0.000 -0.259 0.000 0.466 0.000 0.311 0.000
82 0.091 0.111 -0.238 0.000 0.411 0.000 0.252 0.000
83 0.263 0.000 -0.106 0.061 0.447 0.000 0.289 0.000
84 0.313 0.000 0.058 0.305 0.388 0.000 0.231 0.000
85 0.303 0.000 0.009 0.870 0.426 0.000 0.303 0.000
86 0.425 0.000 0.225 0.000 0.545 0.000 0.446 0.000
87 0.298 0.000 0.092 0.100 0.453 0.000 0.342 0.000
88 0.374 0.000 0.207 0.000 0.512 0.000 0.425 0.000
89 0.200 0.000 -0.230 0.000 0.406 0.000 0.306 0.000
90 0.462 0.000 0.372 0.000 0.557 0.000 0.488 0.000
91 0.420 0.000 - 0.007 0.883 0.447 0.000 0.336 0.000
92 0.242 0.000 0.077 0.089 0.259 0.000 0.166 0.000
93 0.072 0.107 -0.126 0.005 0.189 0.000 0.072 0.105
94 0.115 0.009 - 0.084 0.059 0.161 0.000 0.029 0.513
95 0.091 0.038 - 0.084 0.057 0.132 0.003 0.005 0.907
96 0.148 0.001 -0.076 0.085 0.139 0.001 0.009 0.832
97 0.236 0.000 0.058 0.179 0.235 0.000 0.134 0.002
98 0.062 0.150 - 0.165 0.000 0.052 0.222 -0.073 0.086
99 0.123 0.004 -0.174 0.000 0.023 0.585 -0.146 0.001
2000 - 0.068 0.107 -0.328 0.000 0.071 0.094 - 0.086 0.042
79 - 00 0.054 0.000 -0.213 0.000 0.197 0.000 0.069 0.000
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Table 20 AIC Comparison between book value of capital and earnings

Year BVK vs. BVE vs. OP vs. Ol vs. NI
79 0.27463 0.00048 0.02402 0.00267 - 0.00012
80 0.10619 0.00139 0.01697 0.00567 0.00438
81 0.14167 0.00681 0.00541 0.00367 0.00192
82 0.05851 0.00003 0.00414 0.00121 0.00081
83 0.06166 0.00033 0.00334 0.00204 0.00093
84 0.28773 0.00297 0.03084 0.02874 0.01479
85 0.15045 0.00024 0.00344 0.00006 0.00037
86 0.13742 0.00068 - 0.00224 - 0.00304 - 0.00280
87 0.18474 0.00057 - 0.00195 - 0.00143 - 0.00065
88 0.36773 0.00265 0.00288 - 0.00447 - 0.01946
89 0.16822 0.00028 0.00085 - 0.00080 - 0.00106
90 0.16063 0.00308 0.00256 0.00571 0.00363
91 0.04259 0.00039 0.00037 0.00048 - 0.00025
92 0.02119 0.00022 0.00090 0.00155 0.00031
93 0.03437 0.00096 0.00075 0.00070 - 0.00070
94 0.05155 0.00078 0.00017 - 0.00013 - 0.00079
95 0.02350 0.00030 0.00092 - 0.00037 - 0.00052
96 0.17805 0.00000 0.00131 0.00051 0.00141
97 0.04099 0.00105 0.00549 0.00805 0.00385
98 0.05448 - 0.00063 0.00600 0.00582 0.00448
99 0.08621 - 0.00020 0.00479 0.00376 0.00256
00 0.34832 - 0.00093 0.00186 0.00404 0.00171

79 - 00 0.13946 0.00037 0.00609 0.00366 0.00185
Mean 0.13549 0.00097 0.00513 0.00293 0.00067
Median 0.12181 0.00043 0.00272 0.00138 0.00059
z 3.076 3.490 2451 1.575
p-value 0.002 0.000 0.014 0.115
BNST 0.001 0.000 0.052 0.523
Capital model (M3’): P, =a+ BVK, +Z}/j D,— +u,, P = stock price, BVK = book value of capital (book value of
equity at the end of year minus net income in the year), D = industry dummy ( j =1, 2,--+, 17). The column “vs.”

represents the difference in AIC between book value of equity model (M3) and between simple earnings capitalization
model (M1). Z = Wilcoxon test score, BNST = p-value of binominal sign test.
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Table 21 Value relevance of capital

Year Coefficients White-t p-value F p-value Adj. R? vs. BVE vs. OP vs. Ol vs. NI
1979 0.1179 0.893 0.372 3.424 0.000 0.1262 -0.0016 -0.0765 - 0.0085 0.0003
80 0.0938 1.640 0.102 5.894 0.000 0.2252 -0.0102 -0.1239 -0.0414 -0.0320
81 0.2065 1.355 0.177 4.649 0.000 0.1767 - 0.0395 - 0.0315 -0.0213 -0.0112
82 -0.0122 -0.220 0.826 3.095 0.000 0.1088 - 0.0005 - 0.0631 -0.0184 -0.0123
83 0.0375 0.632 0.528 5.711 0.000 0.2137 - 0.0042 - 0.0426 - 0.0260 -0.0119
84 0.1214 0.841 0.401 3.212 0.000 0.1122 - 0.0092 - 0.0952 - 0.0887 - 0.0456
85 0.0628 0.593 0.554 3.495 0.000 0.1244 -0.0014 - 0.0200 - 0.0004 -0.0021
86 0.3394 2.843 0.005 3.759 0.000 0.1340 -0.0043 0.0142 0.0192 0.0177
87 0.2487 1.952 0.052 2.646 0.000 0.0848 -0.0028 0.0097 0.0071 0.0033
88 0.8214 3.985 0.000 5.862 0.000 0.2101 - 0.0057 - 0.0062 0.0096 0.0418
89 0.2345 1.461 0.145 6.224 0.000 0.2132 -0.0013 - 0.0040 0.0038 0.0049
90 1.0757 6.446 0.000 5.393 0.000 0.1594 -0.0161 -0.0134 - 0.0299 -0.0190
91 0.2396 2172 0.030 3.131 0.000 0.0757 - 0.0085 - 0.0081 - 0.0105 0.0053
92 0.1628 3.309 0.001 6.145 0.000 0.1590 - 0.0086 - 0.0357 -0.0614 -0.0121
93 0.2319 5.448 0.000 5.826 0.000 0.1478 - 0.0236 - 0.0185 -0.0173 0.0175
94 0.2227 4.229 0.000 6.148 0.000 0.1545 -0.0129 -0.0028 0.0021 0.0128
95 0.1703 3.783 0.000 5.942 0.000 0.1470 -0.0110 -0.0334 0.0134 0.0189
96 -0.0188 -0.170 0.865 0.799 0.702 - 0.0070 0.0000 - 0.0074 - 0.0029 - 0.0080
97 0.1800 4.085 0.000 7.894 0.000 0.1869 - 0.0208 -0.1089 - 0.1597 -0.0764
98 - 0.0952 -2.850 0.005 5.936 0.000 0.1399 0.0099 - 0.0947 -0.0919 - 0.0707
99 - 0.0267 -1.222 0.222 6.943 0.000 0.1611 0.0019 - 0.0466 - 0.0366 -0.0249
2000 - 0.0480 -1.932 0.054 2.869 0.000 0.0569 0.0025 - 0.0050 - 0.0109 - 0.0046
79-00 0.0188 1.340 0.180 80.624 0.000 0.2540 - 0.0020 -0.0325 -0.0196 - 0.0099
Mean 0.1985 1.785 0.1414 - 0.0076 - 0.0370 -0.0259 - 0.0095
Median 0.1666 1.551 0.1474 - 0.0050 - 0.0258 -0.0141 - 0.0063
z -3.146 - 3.587 -2.776 -1.250
p-value 0.002 0.000 0.006 0.211
BNST 0.001 0.000 0.052 0.523

Capital model (M3’): P, = a + SBVK,, + 7D, +Uy> P = stock price, BVK = book value of equity at the end of year minus net income in the year, D = industry dummy (j =1, 2, - -,
17). The column “vs.” represents the différanck in adjusted R-square between book value of equity model (M3) and between simple earnings capitalization model (M1). Z = Wilcoxon
test score, BNST = p-value of binominal sign test.
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Table 22 AIC comparison between earnings and earnings with capital

Year BK NI vs. BK vs. NI vs. NI_Loss
1979 0.27596 0.00133 0.00121 0.03025
80 0.10048 - 0.00571 - 0.00133 - 0.00084
81 0.13358 - 0.00809 - 0.00617 - 0.00522
82 0.05808 - 0.00043 0.00037 0.00007
83 0.06098 - 0.00068 0.00026 0.00075
84 0.27411 - 0.01362 0.00117 0.00684
85 0.15082 0.00037 0.00074 - 0.00016
86 0.13741 - 0.00001 - 0.00281 - 0.00131
87 0.18479 0.00005 - 0.00060 - 0.00176
88 0.36645 - 0.00128 - 0.02074 0.00974
89 0.16891 0.00069 - 0.00037 - 0.00133
90 0.14946 -0.01117 - 0.00754 - 0.00198
91 0.04233 - 0.00026 - 0.00051 - 0.00028
92 0.02055 - 0.00064 - 0.00033 - 0.00028
93 0.03225 - 0.00212 - 0.00283 - 0.00163
94 0.04997 - 0.00158 - 0.00237 - 0.00209
95 0.02287 - 0.00063 -0.00116 - 0.00119
96 0.17732 - 0.00073 0.00068 0.00034
97 0.03618 - 0.00481 - 0.00096 0.00079
98 0.04990 - 0.00458 - 0.00011 0.00573
99 0.08390 - 0.00230 0.00025 0.00030
2000 0.34736 - 0.00096 0.00075 - 0.00048
79 - 00 0.13745 - 0.00201 - 0.00016 0.00062
Mean 0.13289 - 0.00260 - 0.00193 0.00165
Median 0.11703 - 0.00085 - 0.00044 - 0.00028
z -3.198 -1.834 - 0.503
p-value 0.001 0.067 0.615
BNST 0.004 0.286 0.523

Modified combined model (M4): P, =a+ BBVK, + B,X, +271’Dj +Uj, P = stock price, BVK = book value of equity
at the end of year minus net income in the year), X = accounting earnings (OP, OI, NI), D = industry dummy (j=1, 2, * -,
17). The column “vs.” represents the difference in AIC between book value of equity model (M3) and between simple
earnings capitalization model (M1). Z = Wilcoxon test score, BNST = p-value of binominal sign test.
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Table 23 Value relevance of book value of capital and earnings

BVK NI
Year Coefficients White-t p-value Coefficients White-t p-value Adj. R? vs. BVE vs. NI vs. NI_Loss
1979 0.0999 0.683 0.495 0.0856 0.529 0.598 0.1247 -0.0031 -0.0012 - 0.0959
80 0.1503 2.490 0.013 1.1120 3.757 0.000 0.2692 0.0338 0.0120 0.0061
81 0.3329 2.138 0.033 0.6374 2.611 0.009 0.2261 0.0099 0.0382 0.0303
82 0.0059 0.111 0.911 0.4087 2.553 0.011 0.1181 0.0088 - 0.0030 -0.0011
83 0.0474 0.828 0.408 0.3578 2.296 0.022 0.2247 0.0068 - 0.0009 - 0.0095
84 0.0984 0.684 0.495 1.7963 5.238 0.000 0.1567 0.0353 -0.0011 -0.0211
85 0.0676 0.640 0.523 0.3280 0.965 0.335 0.1248 - 0.0010 -0.0017 0.0009
86 0.3039 2.512 0.013 0.5985 1.287 0.199 0.1365 -0.0018 0.0202 0.0082
87 0.2135 1.605 0.110 0.8122 1.341 0.181 0.0872 - 0.0004 0.0057 0.0087
88 0.7508 3.824 0.000 1.5733 1.257 0.210 0.2151 - 0.0007 0.0468 - 0.0209
89 0.2618 1.552 0.122 0.2615 1.663 0.097 0.2121 - 0.0024 0.0038 0.0062
90 0.7429 4.077 0.000 7.6458 3.528 0.000 0.2197 0.0442 0.0413 0.0104
91 0.2386 2.162 0.031 0.3810 2.571 0.010 0.0832 - 0.0010 0.0128 0.0060
92 0.1483 3.002 0.003 1.0703 2.981 0.003 0.1859 0.0183 0.0148 0.0109
93 0.2556 6.130 0.000 1.0581 4.079 0.000 0.2019 0.0305 0.0716 0.0403
94 0.2361 4.494 0.000 0.9568 3.748 0.000 0.1820 0.0146 0.0403 0.0341
95 0.1802 4.094 0.000 0.7683 3.029 0.003 0.1715 0.0135 0.0434 0.0432
96 - 0.0042 -0.038 0.970 0.7276 4.074 0.000 - 0.0010 0.0060 - 0.0020 -0.0019
97 0.1611 3.904 0.000 1.8288 5.624 0.000 0.2835 0.0758 0.0202 - 0.0157
98 - 0.0602 -1.975 0.049 1.0457 4.735 0.000 0.2137 0.0837 0.0031 - 0.0902
99 -0.0130 -0.579 0.563 0.3099 3.763 0.000 0.1850 0.0258 - 0.0010 - 0.0029
2000 - 0.0289 -1.094 0.274 0.2165 1.684 0.093 0.0611 0.0067 - 0.0004 0.0013
79 - 00 0.0433 2.837 0.005 0.4414 4.728 0.000 0.2648 0.0088 0.0009 - 0.0033
Mean 0.1904 1.875 1.0900 2.878 0.1674 0.0183 0.0165 - 0.0024
Median 0.1557 1.872 0.7479 2.796 0.1835 0.0094 0.0089 0.0037
z 3.198 2.938 0.536
p-value 0.001 0.003 0.592
BNST 0.134 0.286 0.523

Modified combined model (M4°): P, =a+ B,BVK, + B,X, +Zijj +u,. P= stock price, BVK = book value of equity at the end of year minus net income in the year), X =

accounting earnings (OP, OI, NI), D = industry dummy (j =1, 2,--+, 17). The column “vs.” represents the difference in AIC between book value of equity model (M3) and
between simple earnings capitalization model (M1). Z = Wilcoxon test score, BNST = p-value of binominal sign test. Dummy Test represents the results of F-test whether all
industry dummy is zero.
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Table 24  Summary of hypothesis test

BVE_NI BVK NI

Year H sl s2 H sl Ss2
1979 ns. ns. ns. ns.
80 C 5 1 c 5 1
81 C 5 10 C 5 1
82 A ns. 5 A ns. 5
83 A ns. 5 A ns. 5
84 A ns. 1 A ns. 1
85 ns. ns. ns. ns.
86 B 5 ns B' 5 ns
87 ns. ns. ns. ns.
88 B 1 ns c 1 10
89 ns n.s A n.s 1
90 C 1 1 C 1 1
91 B 5 ns C 5 1
92 C 1 1 C 1 1
93 C 1 1 C 1 1
94 C 1 5 C 1 1
95 C 1 5 C 1 1
9 A ns. 1 A ns 1
97 C 1 1 C 1 1
98 C 5 1 C 5 1
9 A ns 1 A ns. 1
2000 A ns. 5 A ns. 10
79-00 C 1 1 C 1 1

The column H represents which hypothesis is supported. The value below sl (s2), ie. 1, 5, 10, are the significance level (%) of
coefficient on book value of capital (earnings) and “n.s.” means “not significant”. The book value of capital is book value of equity at
the end of year minus net income in the year.
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