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This paper investigates, by industry and by period, the value relevance of earnings of manufacturing firms
in Japan. The richness of its relevance is determined by the closeness of relation between expected
permanent earnings of a firm and reported earnings, i.e. the persistence of earnings. The persistence of
earnings is also affected by such a competitive condition as the endurance of firm’s competitive
advantage in the industry. Therefore, the industry effect in an economy (country or region), which is
characterized by the composition of industry and the environments in each industry, may affect the value
relevance of earnings in that economy. In addition, the industry effect is not necessarily fixed over a
long time. In order to controlling the changeable nature of industry effect, this research partitions
sample years into three periods. In this way, this paper directly examines the changes in the relevance of
earnings by period in each industry. For investigating the factor affecting the relevance of earnings and
book value of equity, we apply some meta-analysis to the estimated results by OLS. Major evidence and
results provided by this research are as follows.

First, whether earnings is value-relevant differs much across industries and among periods.  This
shows the existence of industry effect. Second, when the factor indigenous to losses (negative earnings)
is separated by introducing a dummy variable of loss firms, earnings is consistently value-relevant during
all sample periods. It is not observed that the bubble economy or the following recession eliminates the
relevance of earnings. Third, the effect by the factor indigenous to losses differs across industries and
among periods. The larger the ratio of loss firms in sample is, the larger that effect becomes. This
implies that investors don’t evaluate loss of a firm so strictly when the industry that it belongs to is under
depression.  Fourth, we cannot find the fact that the relevance of book value of equity has been recently
increasing. Contrarily, the number of industry, where the book value of equity is value-relevant, has
been decreasing. Fifth, we find the weak evidence that information on book value of equity

complements earnings information by controlling the factor contained in losses.

Keywords: value relevance, permanent earnings, book value of equity, losses, relative performance
evaluation, Japan
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LTW%, Lol BIlIERRMTT 7 L — b LaZ5T, | 16 1 82T TE N,
NS N T TE ER LTV D, A iE, FIERESIC X 2 ME 2E # A O R 2L IS
BRAAKHEA B3R L7z 2 & BB T, RIS CHRIC & b 722 o T 7 A 0 iR 23
PliAb L7 DL BICERAGAKYER THR L2 L 2R L TV D,



FEWT, Z OB TITEEMKELHERT 5720, Al piHlRKMmM s 7L — h L7z

BRAfi —FIZERICE B LT, AZ & Lic, 7 - 7 —F 3 Table 2 DS FEHfED T — %
Thd, ZOFEHEOEEMTONT Y XFRRKREWVITE, EEBOKEITIRENVEEZZ X
Do WANT, RIS ORI Z L ATHIFI 2 b 2 08 U 7o, BRAl — B SR8 3 00 pEZE RS 72213
HMEv b T/ L (F=5018, p=0.001). HHE NP LEDOHWIZIZITHEEREITHR
MEnehrolz, MRZEDOEES . BEMEEFEMHE | H IO & 1 B THREN M/ L%
(F=2.631, p=0.027), &L N TITAEREILZR,

TAUTTZWL T, Bl —REAIS R OEEMEZIL, 1 HME0 s N #THRALZ DD
(F=8.784, p=0.000), Il ¥ CIIliz L CREERMBKZIZIZIRL TS (F=24390, p=
0.000), Z D& oIz, HEMEE, BEFE, MFEDO OB WFNITERT 201 T, EHE
MK ZDOYIM BN R TRZDAICEE LSS, S T TiE, EERO
LTI L TV I L2 LBIIR LTSI L 2HRLTEE 2,

2 FHO AL 3N E LT, FRSOREIC Ko THM — Rl RO EEMKEN LD L S I
BB 0% HHBNCHE D=, | BITE, EERE & RFEFIIC K DMK TS
LWt DD (F=0.684, p=0.221), Mif2E TREGEOKZETA RIS/ I W G ER L
TIX F=2.839, p=0.019, % Fl#E TIlL F=4.153, p=0.003), I #Tix, 3HFICHER
ZEFL 72, NI CIR, EERIRR EMAFIRIC L D EEMKEZIIFE LV L0, BEFIET
R ZEITABEICRE W Gl %A148 T F=20.761, p=0.000, %f#ifl]# < F=30.752, p=
0.000), ZOBAMNL b, HEFME., BEFLE, MAKOWTIITERT LI E T,
FEEMOBENRI > TR 2D, T72bb, ZNENORRIZEEXR OENE R D
HPHIA TWDZ ENRMRINTZ, DF 0, 3 FOMEIL, HEMARMEERERICHL DT
T2, TNENRERDIEREZ L o LEAOEBIEER2OTH 5,

o, EEOHMMNRRREBET 5720, A0 EERE, REFS. MF 268
ST — RIS RIC KR DERT XV EUTO LS ICEHE LT,

(L) THL NH Tl Bl — RO T R 7 Rl — R RIS R O
Foxr s Bl MAREERO T X U T EFHET D,

) 8. N, myP-Lic, LRI oDT oS EHEMAR L. SHoRE
VXU T EHET D,

(3) EiEoOHHIZ X7 ERAELT, BT X ERHET D,



(4) BHOKM —FEFEROT o F 7 i —RERERO T X0 7 Bl —
MAEEOT X TEHMAH LT, U 7 25HET S,
(5) ERP)E@DOT xR TEHEMAT LT, Z0F T EFHET D,

FROMEEELOIZOMN, Table 2D Panel F Th 5, FHD T v 7 A LIZIEA T
IR RNA NS ITEBEL, A, ERAG, B2 B, U— X b 5IRHE, F OMmifEisigas.
PR, TEMY. MEMEIC 2o TV D, il BEIOERBONEMIZ LD L RR 5 IXHBIE,
EHA, L%, B, 2B THY ., U—A b SITEM, M. oM, g, 2
LATHD, 2HEOT 7 OFENAALTIEL, NA b 5 IXEEHE, EFEL, &4, bF. &
B, Z% GAFAIE) THhd, V—A N5 E, E, ZOMEEMEES. SR, BRE. B
T Do A — R R ERM LB OB B OIIE L W D DI TIERWA, 2 2 TORRIL,
BRUORAFHEELE —HL WD LV TENTHA S,

EHI ERBQOOFEHOT X ZIZOoONT AN N ETOANEDLY 2~
HEMBICONWT, 7070 EARRLREDSZOIERTH Y, 2F B I35, 3K
FEELTHoT, KA, 7 DR TRROREDST-OEFERMTHY . 2 FRITHK
M, 3 FBHIFBETH -7, UIFRKIC, BEHNIEOT 7 ERPRE RIAIC, &, £
O, TAH TUZIRTRARERIEIC, EEESR. 8. 2ot ch s, MR
DTy ERMPRERIEIC, &M b5, K T T U7 IRTARE RIES, SR,
K. M CTh o7, 2LV BHOEE T 7N EF L T2 0loxt LT, ik,
oM, RERGBOZNAMEFTL T2 Z RN bhd, 22 Th, FIEORBEIC L > CTEM
WOT X IR R > TVWD, TORIZBWTH, ZofRL ., BHNERE L1
FE—BLTWD, T TBEINEEEDERIT, WEXREKOY L TVLEaT—N LTk
SICRIE L R DPEFENR N FFRELBIZEMLTWNDL I EERBEL TWD, Z ORERIT.
FATHIFE ORI O MEN Z FiEZRE T 55D Th 5,

3 FIIEIEHRD Relevance D EAME 1L

SEHE D value relevance 2AFF R E L HIC EA LD d, 2L IR T LIz, %
< OFFEHE OBLEHED T D, Z O relevance DENRZELE < DRI Z TV D
FEEAIC SV TIX, $CICKAY (2002a) TREL<am L7, EmiZ35Tho, # 11T,
KEHEW. &V DT RIEEH O relevance Z [ 0 5510, AR S NIZRIREIC A BINLR
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EIEZ N2 $1T relevance ZMRGE L TH  KEFIT & o TN LFEM TH 2 RIS ®R OB
72 relevance (3N +3 12 L2l T & eV, 55 200, #l - RN R0 50 0 7L & Bl
—fET L L, EEMHRNEEH I, TR0 - BRICEG OEE RN EE)IC =
Fr—L &k, H3C, B0 7wl T, Bl EBEFRERKD KN
#, & 3T relevance O mR % HIWF 9~ 2 D1 relevance O F& FE O Il E R EE & P E 4R 5k O i R
D 2 RCHEA R EM T ZRNTV D,

1 OB TS, KAJ (2002b) Tigin L TRV, R KHLIET L HRFT D72
W, ZZTIEEm LRV, H2ORMBEN., ZofioEETHDH, KH (2002a, b, c) TiE
BB I —EFIH L CEEDROMBICIS Lica, 22Tk, EEMNCERITZ T2
ZEIZED 3o0WMIChE 2B E EEROERERIAET D, £, FEERNIC | B (1979
3 AHI—19854- 3 AH#) . I1#] (1986 4F 3 AH#1—1992 4= 3 A1), I # (1993 4 3 A #A
—2000 45 3 A » 3WNTHT T, LLF O ML o ElaRIC X 2 RS 21T - 72,

P =a+ X, +> 7,D;+u, (M1)

T 2T P IIMIR REE B RER) O, X 121X, T Z e ERLE (OP) #&HFl4E (O1)
MFIZE (ND 2 1HKH7Z DM TRAIND, IR FO EEE, IXREEE RAER)
ERL, U IEBERTH L, FEDRERNT 5720, TRTORIFIZONWT, FEDE
YD ANTRURHERE L7, ShIC, ERMHEEFEEY I -2 R LT A —5
BMOEBLBRBET 5720, AIHIRKMGCTT 7L —F L (UF. ZOHRCOERHEE TR
Tl L), Table3 @ Panel A IX 8 ¥F14% . B ITRE AL, CILMAFIRIZ K 2 [EFE 5B O fE 5
Thd, KELOHDIBEOETIT. E2s . REVRHEE B A —4 8 & H#H1E L 7= White
DtE, AERETHD,

DOEOMBEIZ, ED X ST L Trelevance DHIMZ(LEZ L L XD XLV DONTH D, FE
TEIECY TN EENRR > TWD D, BIMARRL & B TR AEISK ISR 72
Vo ZO8E . WERE DM AKAED KN AR L TH BEWRITRV, £ 2T, REYE
BRBOFEKECEAL, TUREETHINELERIET 5, AEKEOBMEIL 10% &
T5, ZOXOIT, FEHREZE L THMANIZFILE D relevance DF EEZ MO 728 5 LA
TD3ODRBEMKRIET 2,
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{35 H2a
8 (BAVIZ T IO 1) TIERIZE X value-relevant TIZ7Z2 W3, B IO
HH (B DV ) TiERIZE T value-relevant T 5.

{7 H2b

NI O NI, R8I value-relevant Tlx7Za vy,

7R H2c
ERMNMER L7 . FIZ& 1T value-relevant Tid7Za o,

WD H2a X, 72 & 213, FEBo TRFEREOENP LR SINDDIT L b 72> THIEED
relevance 7230a L3 % LIRET D L o, AAARERIELICLLIbDOTHL, L,
AEMOAEDZEALZE L T relevance D LA ZBRETE500T AN LV b L b &
AEMOFEL VD REIL, relevance @ TFRE ] 2 RNETERVWALTHD, Fio,
BRI D & 2EHE WD relevance DBLE O XFHEEDOHEO RS im0 2 & B
Thbo, Thwwz, ZITRKHH2a 26 - XX R_rF~v—2 L LTHEST

232,

fth )7, i H2b & H2c IE, AWIZHEA Tl e, ZNENIE~YAAT 4 T HDH WX
FROGGHEO —H CTHE 2 I ERINTZ DO TH D, Wik H2b 12 A LTk, N7 AHI
MBS ABEED T 7 o B A BN« N a—nbT L2 &, HOWIE, BEOE %
MHIEFHE L 72 I b 23 b b3 25 EOEBRFERITITZNARZ A LU —TIERB S 72
WZEPMBILZEND Z &b b D, I H2e 224 LTI, & FEANE o0 9D 1k 12 Sk
SNTWVDHDOD, FHEECHEEE LTS A L) —IZit EahrnwZ &, Db, bh
[E TR O X FHEMED R BN Z L PP OMIZEND T EBE 0,

O LEEEmOE m EARIITE R D b 0D G H2b, ¢ DWW i s FERER RIRILA 72
WEE, LIFUIR, 2Em72REFEM 2 EE (full fair-value accounting) ##2"8 9 28k & X
N2, ZN 5 DOEIEMRILEZ RN R LBORR S 1T AR DBVIAZITT e,
LHhAAL, ZOMETIE, boiED relevance DA EE O S DA EREOLEBEE T 5
O, TOFERND, RFEHEEOEZFHET S 2 &b TERTE, XBEREZETTDHZ
EHTERY R H2b 12OV TUE 1 T 31T 2 Fl4E D relevance O F M2 D Z B0 & £
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L, AL H2c iI22oWTh ., N HHZE T 5 F14% D relevance DA EEIZ D HBL AL H LT
W, ZDTD LUF T, 2EHEE O BURFA I 1T H A S 7220,

Table 3 @ Panel A, B, Cl&. ThEhEEFE, BREFE, MAELHALEL Lizs
EOEFRHEEDHER TH DL, ZNOEZOEEHRMOMBIITLLRBLAELS DD,
ZN 6 &AL L CTE &7z Table 3 @ Panel D (284 T25HZ &2 L7\, Panel D I,
78 ML ORS00 D BRI OA EKREZ T2 HEH L TELDebDTHL, &
VDD TH] L 10%K N TH* ] [ 5%k HE THx* | (13 1% /K ¥ Tl [RUR AR B A3 BERTHYIC A
HEThodZLamRmLTWS, Ml HODLS a, b, cid. ZHENHTH DG H2a, b, ¢ D
THEEBGHRHERTHLIONERLTND,

Panel D O k726, FIAEOFIEIZ L - T, ¥EMT L WK Z & IZ relevance & A A3 52
o TWDLZ ERDND, TNENOHRICHEENDHFERIZTERICFHA—TIER, ThZE
ALDOFNZE D Z O FEERRMRPUTIE U T, EAHD relevance #H L T4 Z & E2WiE-> T\ 5,
ZOFERIT, ZERENICHELHET2HAO TN OEBN L ERIH LT 2R L
T2, ThbD ) bhb, HxDOREFRIT. FAOHEHKRMED S & T, K22 f]
wiEMmEFMATNIER Y, TOXIRBMEZZEL THLED relevance 522726, &
ERE, BREFIIE, MAZE O & 11T relevance 2338 H LD A I, FIZETE
I% value-relevant THLH L AR L TIWTHA S, £2 T, LT TIE, FlEROREEHIC LD
relevance DAEZ R LT, b o1X 6, WIHBIOME L EREEOHE L ICBHLEETT D
ZEicT s,

I, o 3ME s —E L THIZEA relevant ThH D D%, b5, 2%, 8, &, H
B, ZOMEEHRE. EERES. ToMo 8 ¥ Th D, | HITITFILE L value-relevant
THEZRWH OO 1 HIE N HITIEFIZR A value-relevant Tdb 2 (M 1T, AL, B3R L&
D3O Th D, 20 3 FEMTITMH H2a 234 TILE D, 11 HIZIB W TOZFILE A relevant
TRV OIE, ffE, M- ST FA . BEO 5 E2FETHDL, Th SR
H2b 28 CTIiLE 5, I HHTIB W TO HFIZE D relevant Ti7e < | RFE H2c Y TIEE S D
X, KELHEED 2 TH D,

ZORERIZONWTHRT REERIL, 32Th D, # 11X, FlAE D relevance ® HIf 21k
DB = PERBICL > TRRSTVDHIRTHD, ZiUd, EEDRVFELET D L AR
LCRBY, REBY L IVE IR -k® 7Y ary Tl LEURHEEIX. T OEEMDE
DBEZITLHETHRIND, HR, FRICE - TEEBEN R T, TOEEDRO
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WEBOEGNLRR ST D, LER- T EEIREZaA L Pr— L LRWRD 73R -
Y7 g VERORERMMENRZELE R L T ThH, ZRAFIEE O relevance DZELIC L 5 b
OPETHEB L, RIS, A—RRTho Th, EEMESOEE T L OBRPERE
EREICL->TRLRDEE, TRDOEEDRPELDIEHROEICHONT, ThTtho s
Ry a EUROEREBEMICIERD T TIE, BEROH 5 EEREBICIEZR L 20
DTHD,

B 20%, @ H2a, b, cOWVWTHHEABR IFINTIENWRNAETH D, 2D b, K
AL H2b & ocid, SFHEUERCH SEHHIERE R EOMEI L S Z EBRZ V0D, Rl
25 relevant T2V X, 11T 5 ZERE, I T2 (MICEE T, ZOWFFEOR RiT. FILE
O relevance DR T MT L b XENHE TIEARNWI 2R LTWV5S, A7 < &b relevance
DHEEEZBET DN E D AT IVREFERL L OFHEER O RPLA relevance DFER & vy EHK 7R
HEZHONTHDLEFWVARY, TOIZ L2 EAEMITHENO TR T, ZOMEOERILKR
E0,

%5 31X, Table 3 {23\ T, 11 Hlds L O 1 HHZFI 4% @ relevance % il C & 7e o - 2EFE
(T BRA — R AR R 2 > T ATET O T TEMAR EHE S NIZEER LV E VIR TH D,
fo e ZIE WIFN T 7 28T o L0 1 HHS oW T, fiiE (14 D) M- v (7
fr) . 2 (9fr), Btk (1247), EHE (1047) Lle-TEHY . NHIZOWTiE, KE (6
fr). $i3 (1342) ThHdH, LAA. T2 fic FALOPEFETHF)4E D relevance 723 fERE S 71
TS T2 Bl —FIZE R TH > 72RO 4 - NG & F2E D relevance & 23BAFR L T 5 &
LIV Ry, L, RERIT, BFEEORSRHEERTFTEEOHKIEL Z LT
LbS LMLV &1, KB (2002a) THifkam L7-@Y , T TIRIE< BT
HEERTHDL, THThE, HRHEF L TLEar b —AT5Z L1280, gD
relevance Z iR TE D AlREME b H D, T ORBEIZ, RETHRFTL X 9,

4  BX1EHRD Relevance
4.1 FEAFEARR R
T AU B TOEL OEFEMFEICEN T, BTFREOFE LY bRTFREEOHRBEDIEZ D
. £V £ < @ transitory earnings & % \\MX temporary earnings 23 & £ TV D & D R A
TR TW5, BEFIL, #EFZE2 5 permanent earnings, sustainable earnings % £ &
THICHID . —#IZ, transitory earnings Z HEFIZE N LRV L KW T =4 FE2 DT
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T L, REEEOHRFAICIT, RFEEOFRELY b HWINEZ &H 72 2 5 >,
HOLWTEL T L EBEIN TS, FEEARLET /L (earnings capitalization model) %
AW TIE, £ DORFIFL T oBRIFRIZ L > THRIEE L D,

Pit:a+ﬂlxit+ﬂ2Dint+Z7/J‘Dj+Uit (M2)

CZTPIEMIER (RERRR) OMME, X ITIEREFF EOREN 1HKHZD DETRAS
No, DT HEEPF LS TWEIY TN a2 L 2SN E 0L THXI—EHTHD,
D IFESI—Ths, MATO I, CIFRFEE REH) 2RL., u Z#EH
Th D, AR ORDUE, BFEEOFSFIC TV L THREEN b 2B INH 72 relevance % 3
TREB, O ERELZB L TRIESN D, TOREBHHMICHRICATONIE, TDOKR
MU SN Z LT b, 220, BEITIZ, - <B,<0. T7bb, 0<B+B,<p
TRIhEeblhwn, 2826, BREILPDPL2BBEOEFITL+L, THY .
Bi+ B, <0< BOGAITIT RN K E VIE ERRMAMEIT SN L2220 HRBEICH
BEOMBEL TRRDBMRERNENDHL 2 LI D16 THD,

ZORBEIZHA LTI, DREOREE LR E LT, KHJF (2002a) THERH O 7 »
Aok 7 va I i o TRELIMAE LTz, ZOaHT T, FHMICR L L. DRET
b TAVBERL LI, BFREORR IV b RFREOHKEDIZOIIZ, LV £L<
@ transitory earnings 23 & £ALT WD & W I RGN R S 47z, Lo L, BN 72238 R F I
ELTHBREME 2 oMLz ThH 72, 12i%, $HIIC transitory earnings 238 £ 5
EWVoTH, £ noise NEKDHERMIEZ TRICKDED LIEINELRY, Thbb,
AR DR ETE I L. DRICB+B,=0LR2DD T TIERLS. 0<B+B,<pTHDHZ L
b Fo LTBLWDI TEARMoT, b9 100, BISMNGICTIEH D2, B+ 8, <0< f,
ERDT—ABBESNT, TREFEBICKT IR THDL OO, HANEA O HA
Kebor—AL LT, TOGFHEEHERLIZOTH -7,

SRR e L AN OWIM 2R A5 O TIX, 1 ZFHOOHE LT, AHY v
TNMZEENDHRERY T L OEIE (RATIO) 2#FESOMBBE I LICHA L, £, 20
RATIO O HIFHER ICHOWT, 2 TS NHAAMETF L, 1 s m#~LF525 L
WO VFERE =N TNDDONEHPDT, EDOR IRV FRI = ZBETEDLD
X, BEAR TR T ERLE DI b LT, BEFRIE TIX 13 ¥R, A Tk 12
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(ML HELHO TS, 2L, BEE, Z Ol ki es ., FE K O 3 ¥ T, RATIO
WEERERIC ERH L Tnd, 2o ko, EEIZLHE I LI, AT U T LOEIERIED
DNTNSHT, FHITIE T T, HENEHD relevance b X4 ThH 5 & THRIND,

W T, R—8MEzrmx-tvr7varTRIEEE, HOEFED RATIO N, HiLEFEE
PR 72 B AR O RATIO L0 b A EICEWMNE WD E I A ek E CHRAE L 72, © D
KB ERVRIERESEO RATIO ZZ —FtH L, ThEDELFRE Lo, Tdif.) Mo
BTEThHD, TR T T ATHIUE, RATIO @&, ThabbLELKY v FANHMICL
WZLEEWRL, Wi~ AT ATHNIE, BERY T APHEGHICHRNZ L E2ERLT
WD, A ZRREIC L DA EKRAEL, 10%IE 1], 5% [**), 1% [***) T/RINT
W35,

COHNHIRERICE D & BEERMIRITOWTIL, MO RATIO (X 3 I T— & L THIpEZE
E0bEmW—0 ALEB L OHBIHEO RATIO (X, 3 Ml — B L TRV, BEFIEIZ OV TIE,
PR D RATIO 23k i9IZ @ < o Bdn, B G, B, BEEOZ KW, #MFEEICOn
TH, gD RATIO 23 3 WIE bEXELV b ARICHE S, &, k¥, BE, BEHED
RATIO X 3L b EE LV ABEICEKY, Z) LEBSNBRINIZ D, ZOEK
RATIO 3, (MM DOERZBRET 2HKD 1 >ONRBEEKIZR> TV D LHEHIEND, &
5. 20 RATIO & Hii i © WL 72 BRAlE — FI 2§ 3 & O A B 2 J ~ 7o, FHBALRE IEAZFABE) 13,
R IE- 0419 (-0517), FEHEFILEIE-0.257 (-0.545), #iFl4%i1%-0.735 (-0.730) TH
oz, ZORERIEL, BEAEE KM —FIERLE OB IILUTVDL OO, ERICHE—TIX
<, MFBIFEEMEEDORRIMERL TVWDHILERLTVND,

ZZT, ZITHHET U TINLVEEGOEEMBEEIZONVWT A i i, £, #&%
HHIEE O RATIO OFERMME ZIL I W TEIT <, FHME TR TH, BFEH 4% D RATIO IX
SHNCAHERAT RV, TN/ LT, — iR EDO B ITIc & 5 & 5 ML (F=3.715,
p=0.031) EHiFlz (F=9.463, p=0.0000 @ RATIO X, SHITHEIZRER->TWVD, i
Flebo LHE MBI s 1N WoOEREMEENRE W, HEFLR L MFZE DO RATIO O
FEMEIE 1 E NHNCAERZT RV —F . N I OFEEIXENE TITHXTHEREICS
KTIpoTWD, BHERBOLA., WHE MWD tEI% 2.433 (p = 0.026) TH YV, #li
Fl2E DA @ tfE1% 5.015 (p=0.000) ToH 5, Wilcoxon ME DKL EFELTH V| = HF]
WOHE N E MBPADZED 281 2.330(p = 0.020) , #iF 4% DA D 2 1% 3.027 (p = 0.002)

ThoT,
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E 5T, WIMBNC, FEOREIC L ARATIODHE L O Lz 5 O FEHEix, H%
MEEORATIOL W b#FIZE DT DIE D 25 < (t=2.374, z=2.040), FHFIFHDORATIO
TS OICHMAEDO TR LD bRV (t=3.267, z=2794), IHITiX, EERLE &M &
2TV OO, BEFIEORATIOEA EIZE W (Gl ¥#F)4§ Tt =2.105, z=1.977, %}
MiFl4% Tt =2.524, z=2.320), MEFEE LD HMFZEORATIONEK N & 5 R IE . Rl
IR IC K 2RI ATE OF(EZ PREE D, EZAN, NHITIX, T E TEEMNRE
20 CEENLE EREARISET RV T, MARORATIOEAT 2 & LV bamwyy GFFE
R Tt =6.472, 2=23.621, AR HFI2E Tt =10.183, z=23.724), ZiE, mEABEAE L
IR 2 )V A R T DD OEFHOBEBGF LSRN T —ANZ 0D TH S 9,
ZOREPSL L, L, ZOREBICL o TERRLILEBEZRTL TSI L, Thbb, £
NENDORIEITRRDEEFEFREZ TR L TNDL I L 2B TE D,

B2 O5HE, ZOHOEELRRFRETCHLET NV M2ICELLHEFHETH DL, D
FESIT, Tableb I E &z, £EALDOH D IEDOEFIX, L2 WIEVFEE . R —
Bz AHIE L7 White @t AEMRTH D, WERBDO TO*HNE. B + 6, =0%FH
TEDLDNENERPDOT-HAEMETHY . %] 13 10%, [**] 1% 5%, [***] [ 1%DKHE
TEZOMEHKOFERNERNIND Z L AR LTS,

ET. WIRBNCHE R Z B L TA KL S, HERBEIZHD DREIFREDN 77 2 ORI H
MABWEFARIE LD /S, TRDHO0SB +L, <P Lo TNDDIE, EEFL DI
T4ER, IIT 6 EM, N T7 M, MY TIUREMTHL, 0L HINL I
~ & RN T 5 8% — 1%, Table 4 ®Panel ADOtotal DRATIOD B & & —H LT\ %
b, —H. BEAE WA OBE, 0SB +p,<BLm>TNDHDIE, IHT 8 (9) %
fll, I391C 5 (4) M, 1NIT 8 (9) ¥AE, @M T 11 (15) EMTHD, ZD XKD ITIH
P35 NI~ & EFEEA VTR /2 532 — % | Table 4 ®Panel B, CDtotal DRATIOD H)
TL—HLTWD, ZZTORENL, BEBEKITHDNDHBEBD KRN ERATIOD FEIK & D
HWIEILR AP ORERBERIEH L L THRIND,

O, EEBOERZWRLL Y, 7T AORFELV b~AF 2AOEKITH»DEEK
PNE L 2o T D WO K% BRI R E RIS MR 2 S LTz b & FEAI 3.388
HMTHY, AT 4T I3 THD, EEZTLICISDOFIE—HM D 5 B, 5% WHUT 8k

SRS BEAE, MAEO 3B OLT OESEMEOKRETIE, 3H L b 3FICHERMEE
BE I 2o Tz,

S ok, BEMBOBHEOWER S Z — b REFIE EMALOEHED V FARY — b MR
TETIZAEETIE R o T-,
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PN 8 (42=10.0634, p =0.002) LHEICELL ., KWT, BEEHENT (12=6.1719,
p=0013) LAEICEZV, ZbIE, T TICHENDZLDIC, Hif—FIERTREZL D
EMAIREE TH D, WIT, KFELIFETHZ L MM 0 (12=5.4356, p=0.020) &HEIZ
HIp L RNT, EHEGE T LA 1 (42=2.7010, p=0.100) &7,

TNDHDERIZHONT, BEARY I LEEOSKEZMIE L X O, S, HEMED
CHBZRLS THICBO T, hoEE LY L RATIO RAREICELS 2> THE Y, @ik, 3
O T X TIZOWT RATIO IZAEICE V., HEKEBOSEA T, EERMIEO 1B, &
FEAZEO 1, 1, MFIZEO 1< RATIO BAREICELS "o TW5D, 720, 1 T
T H A AR &MAEE O RATIO 3A BTV, 2, $53TiE 2 DO 8T RATIO 2 A EIZIK
<, AEBICEOVEIEZ Y, ERSD, 6 H1T RATIO N EICEL . AEICEWVEIIZZR W,
NS ORERIT BRICO D DR DO KL RATIO O EIK E KRG NH 5 2 & &Rk
LTW5, 7272, KEZ6 SOHTRATIO NAEICHL ., TA4% 5208 T RATIO
Bl 2o THY, 2O L) RREERIILT L —BERR L WS DT Tidin,

Z Z T, LLF o ——H a5t EEA (relative performance evaluation) {iii——% % & L C.

IHTORERERG L LIz A X &2 T o1,

R H3  FH e R A 5 R
PEREROEENEAL TO DM T, HRBICODDREILT 7 XA ORI
MOLBE LD bAS W,

CORFIT. HOEEPHREFLELTSH, EXRERRRETHLLE, TOEEDOH
RITMAICESFMIND 2 &, Thbb, EACEOHINEEREKOERKIITHL
THENCRHE SN D Z L2 BB LTV D, EXREKOE[MPAIRCH LA, Mle%
DIERFERT, EEEAOER TIT R, EEREIIPDOLIBERICL>THEbEn T
HLHEEINDTHAH, TOEERKRIIHPDLIBERMPEEZDHOORBLMEE b
TEHTIRENR LD TRVWNED | EEEFOERLITRL> T, TANEHICDOIE-T
RE LT 5L 3B bnv, 205G EXEEEBRIRO R TOMEBEIEDOEKIT
WX temporary b D EHRIND, £ ThIVURX, HERITETNEZEHT 20, B4
TLHLERELTHINTHA D,

O H3 ZMRFAET DICH 20 ZoOMETIERrR Yy FEUREFRA Lz, ZALWHE
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REROFEEMEZRDDDIE, RallO@EREERICH ESVWEREZOEBRETH Y 72
WH, 22T, bbb THBROMRTHL20O L5110, AEMEOLEEHHxI %L
LTV, ZOXS R —=200HCE, v¥y MEURAE L TS, 7Yy Mg,
FIS ORI T LT, 18 FEEXI W =B4pEE—HWOY TV a2T— L L TTolc, itEHK
X, R T VEIS RATIO, BRI —FIZERIC L 2 2R FH oK, WM N 2R3 E
BHEI—Th D,

_P@
1-P(1)

=a+ B RATIO; + B,PERFORM ;; +7,D, +7,D; + &1 (L1)

EXD RATIO (2iF, V7 it i 2\KREEDOES (Table 4 OF—%) ThHD
OP_RATIO, OI_RATIO, NI_RATIO "MRA S D, I HIZ, V7 b s EED
E|E5THDH AOP_RATIO, AOI_RATIO, ANI_RATIO HICA &S D (Z b DAL Table
& LTHHE L TRV, PERFORM (Zi3, 4R OF 4% 2 BITIRERAN TR L 72 %% (Table 2
® Panel B2, C2, D2 ®7 —%) Td % OP/P, Ol/P, NIIP RAZSHN D, &HIT, FlED
AL Z B R BEAG ThR L 72 AOP/P, AOI/P, ANI/P HRRASND (24D DZEEIE Table
ELTEHLTWAW, ¥E\AETEHICOW T, EREE PREOHRE ZRT 2 LI
L7z, BT IE B $4 O KR IZ_AVE, %H 1Z_MED % £ L CTXBIT %, D, & DixEin 2,
LI HNSS S D ERF I —TH 0| JIIER, TR, ¢ FRREHZEZL TV D,

HENMELSFMMS LT L8], T7eb b, Table5 12V T, 10%KHETO<S B +8,<B &
o TWHHIZE 1, 2N E 0 & L, #aIZESIT, x4 v Xo In(PQ)/L-P@1)) T
b, Wit H3 RET DX D10, RENBT IEERKROEKEF~v—27 L LT,
PR R E B O EH ARG L TV 572 61, EI(LY) ORI B OB FIZE, B,0
HHITACRLE3TTHDL, LER->T, TNOLDO/FZHREZE L T, it H3 2Rk d
Do 1272, BRIV D L. RATIO DR A ERIEDIE Th 556121, HAHLE O 5
ENRERE SN THDDICZ\W LT, PERFORM ORENAELRADETH DHEICIE, A
DKERLENREZER SN TND I LIZRD, UTTIER, Z0EWIHER LT, HxEE
fiffi {5 At 2 BREE S % o

Fior Yy NEROBREE L DLON, Table6 THD, HFH1 AT > 7L LT, #Hi
WS ORI 4% OFEFE & A Z B ORI OFEFE & Z %0 S T A OFEH Z & ITElF L7z,
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ETFALL)IE, ALZEREEE L L TEREIN TV RVWD T, X7 v 7« U A X[EFORE
REBZZBIZ, FHTAREIHEROAZE B LT (AERERNGONRDN T — A0 #
I TWVZRVY), Panel AJLE (RIS, BIXREFLE, CITMALLIZOVWTORETH D,
B, BFEREICIE., ¥ —5 8% #iiE L 7= robust standard error & FI| FH L 7=,

HERFIZOWT, TEFAQ)DOFE R TIZ. OP_RATIO IZh 2R EITIEEICT T ATH
% (5%/K#E) . ZAui. FHXFREMGGE H3 #3ZfFLTnd, L, ¥EoEHTHD
OP/P_MED DA, #iE L 1R 7T ZDMETH D (1%AUE) . B EFIRIT O TIE,
ZDE DT, FIEEDKRERLZEALTIZ R <. BROBEIZHA LT, MR EEf L H3 253
Fantwsd, 2k, BRI —ORBEOFSHELD . IHEIV L N1 HBLO N HO
EOR, BRICHT HFMMAH N ERFRINTND,

—J7. BEARICOWTIE, FERITOLEMETH 5, HADOMEE OI_RATIO [TA E 22
AKXV OO, BitEDMEE AOI_RATIO 2 DR EITAERIEOMTH Y | WK
WAEENZ WV E ZTITHEENTEREICTHME D & W ) ARG A RSN TWD,
7. MEEDKYE OI/P_AVE BV & ST HHKIT L Gl S e &y 5 mTL A RE
iz XRTDREN REN TS, 7272 L. AOIP_AVE OFBEIZIETHY . Z D
TH R I SR Sy, ks, BENROLGG R0 BIMF I —13AERE
BCixiemoiz,

L L, #FIZEICOW TR, RKE H3 XA S LD, ZOMRIEL, LR TH 5
FIZE OB WANBENEEFEOCRFARERRD LI L 00, Zheb, MFlEEICLD
RATIO X° PERFORM 7%, & ¥EF|HERXMRHFMIC LD EN S OB L TR 2R KE

(condition) ZF L TWH D0, BIMMRHRFREZRZEL TS, ZZTHE2 AT v
E LT, AR ESHAR . CRHEOREEZ 7 m AL Tr Yy MEllgaiTo7z, £ D
L 72N Table 6 @ Panel D, E, F TH 5,

=R (Panel D) D((T)DOFERIT, @)DOREREFELLTWE—T, D)EQDRERE X
BipoTwb, i, RATIO & PERFORM (I, RIS OFEFHIC L > TR DRELZRL
TSI L& RENF Ue b, B EMSBRE & RSB OB KIL, T8 TIXAKC
X REA OB AR TR SN TND Z L EZRLTWD, 2T LT, Mg D RATIO &
PERFORM (I, H¥EFIELHREFIFICLD2ZND LR LIREBERL TS LFHKFFIZ, Y4
MR, HEBRLREELKO LI IS Ty, 626, BRIEE
RFUIEEMNOERICHE S NS L ZANKEL . ¥BELEROEFLMEE T 56D
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FEER & LTI ) Tl Za v, £ O F0R T URRIZE IS D W TR R AR R A3 BRAZ L 722 WD 0 1
LIRTHH I,

I CHER E N B ER KB LR EE KO relevance & & ¥ — MO ¥R L OFEFRY
BMR) ITHT-RBRTHY ., ZOMBEOEHERAMD 1 >THL, AL, ZITDAX
SHTOREEIXZNZE@mLS WD, Z ORI RGIZ DWW TIX, 5% & 572 5 ML
VETHAH, 29 LERAEH D 0D, LT RATIO X PERFORM 23R KRB I,
F—#lThoTh, EEMBENFELTEY, L2rb, TOKEIFRZBLT—E
TIERS VIR E EBIZEBL L T b, ZOREEMKZE ST OHMZ{LiX, FlIZE D relevance
AT D EFRE RIS B L2 HT- 2 TWD, D%V, FIZED relevance 1T, ¥ &H % Vi3
Mo &4 (conditional on) TREic 2T NE R bR VWO THD, /7B AX &7 v a v
BT DREEMEEZDHFEE, FA L - V) —RIBITDZOLEIE ZHEE L CTE0EkK
O relevance AR L LG L T, 2 Z COGHEROBEZEMEZEHF L T RETHA I,
4.2 F|2&» Relevance D £ 1L

I CHER L7=DiX, 77 ADOFIEIZHRT, X0 £ < @ transitory earnings 238 K12 &
FNTVWEFr—AThoTz, LrL, BREWHIZZT T, T 77 20FE LY L noise
NELSGENDLIDIT TR, LA, HEFBRDIZO N, REFRIZL > TIVHGMR
r—A, B ORBESTEAIE. 0<B, b2 r—AbdHY 25, EHITIE, HEANK
XV EHRIAKER BN — A, TRbE B +B,<0<BLirblr—AbRIV 25, %
LI —ABFET 2000 2%, HRBECEAOERZ DM, 2 br—1T252 &
2k o T, —ICFIZE D relevance 238 LT 5D ThH 5, FlED relevance #E x5 H 2T
X, TNOHDOFEELME L TENRITIER 5220,

AT ORD LV BRI STV 5 7 — 2%, Table 5 @ Panel A & ¥ 5] 4% T,
Z¥O N, BEHEO | #H] Panel B ORFEHAIE CITEBIHEO | HITHEI L TWD, — .,
77 Z DR LR THENFMEI N TNDL T —AF, FRIIKLTWDLIHDDOE
ST < HEMETIE T L0 N, &R0 |, ko 11, o N HTalgsn
TW5, REFETIE ALFO 1H, F20 10H, ko n#, SEo 18, n#, 2o
o> 1, = 512, Panel C OfFILE Tid, FLFED B, EHEO 18], £ O himsiss o
NHIT, g +B,<0<pLtmoT N5,

INETHRLIZB <0<BDTr—A, THOLBABAGELY bBEE I, #HEK
PHERBAIZRHE S N2 257 —2TiE, BERZHOHELZ2VET AML ORI L -
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TiE, ik OrelevanceZ R T e WAlEEM R H 5, TS RHETIZE S &L ET VML O B
T, BT M2 OB+ B 1AL T B0, BED BNATHY , ZOFE, B+, WIS
., Britifi #2200 THD |, TOHE, HARICEA O R Z Sy HEm T
%2 LI X o T FIak Drelevancel IHEFHE R O ITLTH LT 5, 2D 2 L ZHEND DT,
ZIZTIE, 280 ExHET D L DI, Table 5 1B T DRI B OFEMICEH L TAH L
I, INAFEFICAE AL, FliEiZvalue-relevant TH LN DL, O EHEOH KA
U T, FliEDrelevance D HIM AL % RS 5,

Table 7 |, Table 3 ® Panel D |Z, Table 5 ®DEIFFERZ M Z 726 D Th D, EBDO*AIL,
PURFEA OFER Z /3y BEER L7220 & X ORS00 DR B O F B KU, #HIL, HKREA O
BRZ R LI L S ORI P 2BRBOABKELZRLTND, TOEN 1 DT
10%. 2 2% 5%, 3 21T 1%KHET, TRENORENAETHDL Z 2K LTS, *H
PN TWRN—F T #HIBX SV TV L — 2 E, FEMHEOFEL VNS REDL LT, H
KeFErarbm—L3252 LI2XoT XU THIEED relevance 2t S vz 7 — AT
bbb, THOLIETF—AFT20H0 ., KFOH#HITREINTND, TNHDF— AL, H¥EFR
T h EEMAET 6, MALETI, Eo, THIZ 7, HHHZ 9. MBIz 4Fo50MmL T
Do

Z @ Table 7 Tik, SLEED I TH7ZICFIZE D relevance 23RS S 4v, fikiE, M, B
O 3FEMTIEL, N HITHITFIZED relevance Z R T 5 LN TE D, 22T, 3HTHE
L 7oA A FRREE L CA L D GG H2b 1. 11 I CRIZE DS relevant TIX7R W &9 & D
ThHholld, TNABXFEINDIOE, bTFNCT L0 L¥EFEEZ T TH D, i, 1 TF]
w3 relevant TIZZRWZ & & AL TW KR H2e NXFFS LD DR, JR3ED 1T
Tho, HEE¥ELZa br— L LRV 3EHOSHT TIE, RaLd H2b & ¢ Z A TE 570
BEPOFREREONVENTH TR, Thirar br— L LI Z TONMERLHIE,
FORMEBERANLTHLSIEITH D,

HOTDTHERTHIETHRL, LS N E THRIZEIL relevant TH D, LT, Fl
WERMET VBT 2RBOFEEOFEL WS RETHW 257 &E 0 bAEO RS
EITBWT, FlIEOFEHIZ—H L T value-relevant ThH 5 & Vo Tl FEEBNZHIM Z 5y
HLTEDOZ L ZHENDTDON, ZOMBEICHEHRERTHL, NT7AHTH, HoHW
IR TH > ThH, FLED relevance 1FHEL L TWARW AR, W< HIRFH L TH @M LT

TERICIE. P T ED LA EDOE S RATIO DK X S, ©F /L MLIC & B #E e i R
L2 b2 5,
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ETERNWTHAS O, BBRIRFEL R LWV T TIEHRL T, SEIERFEMMARS
NTWDHBLRTIE, ZOBRENZNEZEERMICHER L2 EOFERITRE W,

5 MEEZBMEROKE
5.1 Flik & OMEBERE

WA, BRMOFAEEE LT, MEEBMAER SN TWD, Lo L, ME EEBMIE®
OEENZSONTIE, WEEMBH IR TWRVWENBE N, T2 T, ZOMETIETHDIC,
ol 5 PE A & R4S & OFE M BIR S & AN, A BAGR B 2 pEZE R . IR BIIC A L7z, Table 8
FZORRTH Y | Panel A 13 E ZERGE &MUE pERAR . B IXRFERILE & MEEEM. C 13wl
Fl s & MU PE A ORISR TH 5,

REERERTR D &, BEME L MEERME OB, MHMEo s 15, 1 X b
N HIO1E D 3@ <. Wilcoxon #EIC KD & NHHTE 1 R BR S (IEALAH BE 4R %50
DEFAETHD (BERMBERE. IEMZFAAREAE L biZ, 2=2.678, p=0.007), #&F]4
&AL PEFAM OARBIRE B R C <0 L 18, NHOIEETI Y &< 2-oTED, 1H
ENBOEITIAETH L (HERMEAREDOSE S, 7= 3.114, p=0.002, JNELFHEEFRE DS
B, 2=3202, p=0.001), MAIEE &HEPERAM S OMBEL . B LY 1 1B LD 1
DIEFIBEL MHE N EoEETTIEAR, NHE I HEOELHIHICHEE TS
% (B PRE DG, 2=3.724, p=0.000, JENZAHBIR I D H 6| 2 =3.506, p =0.000),
Flag O A DT, NS 1N e - T, Fl2g & A& PE A & OF BT 2R < 72
STNDZERDND, B TIEFIGE MEERME N RRDT MV THDLZ LR LY
fEBIC 22 > TV D 72D, & 2 Tlk, BRI/KHEIC 723 5 relevance 23 FI) 4% & #l& pE fifl &
RBigoTWHETPHRENS,

OENT, FASOMBETHE T 2L, 3 e b, EEME LD GRERIEDIZ O DMK PE
@AM & ORI RV, Wilcoxon #E TIiX, ZTOEILIMELAFETHD, T72bb, H=E
FRBIMRE UEAZFRBIARE) (T oW T o X, T 108, 1 B ollEC, 2.853 (2.635) .
2.766 (3.201), 2.286 (3.376) TH v . A EHMFRITZL L, 0.004 (0.008), 0.006 (0.001),
0.022 (0.001) Th D, fhf, A4 & WM& PEFEAM & OMBALREIT. MXIAICHEME R B &
ZaRLTW5D, | i, #FIEOMHBEREITREREO TN EAERER TRV, 11 H
T, MAIEE ORI L HERIEOZN & DRERRET 2R IMHICR s & #
Fl2E DHBIRENT . HEREOZN LY RS 2> TV D FERMBBAREK OGS 2= 2.940,
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p=0.003, JEAAHBIFRE DA, 2=1.633, p=0.102), 2D X DT, FHXAY R T, HF]
& L WE PE RN & OFBIRENME TEIMICH D Z Sk, 1 NI —BRICHBIR MK T L=
ZelHbETHERIND,

BRI, FIGE L A ERAE & OFBIREDFEER TONT Y X &0 Uiz, HERR L
BERIEITOWTIT, MG RERAM & OMBEREIT, 2B ZLITETLTHD2HDD,
FELWEETIE R, 5, MAGEOMBERED AT Y i3 NHICRE <20 1
INEL 2B E VI MBIDEARE = R LTS, L, ZRLHEICHEE 2L
TRV, S5, FIEORERICZEDONRTY X E2LELTYH, 1 2O ZRWT, %
R & ZERIT R0, 7272 1 SOFISE, | WIICB 1T 25 2RI LAl L 0ETH D,
HERROHBAREDOANT Y XDIF O PNAEREICKE N FEEHBEREOS G, F=2234, p
=0.054, JEMZHA BRI DIGE . F=2.361, p=0.043), # U T, Fl&k & #l% 2 BAH & o+ RS
BEOEEMTONT Y XT, BENTHY . ZONT Y TEEMEESZ OB 2L
EIFBFRR N EEZEXTINTHA D,

5.2 MiEEEM D Relevance AEM L BELOFEM

& PE FE A 1% ) O relevance % % < 5 EFEFFE TlX, £ < O5A L TFoERRIZ X - T,

04 PE &4l o value relevance 2 HRFES L5,

P, =a+ B BVE, + B, X, +U, (M3)

ZZTCPIEMIR (REHKR) O, BVE XHIEEOEM, X IZIXSF EOFIZEN 1K
bz DECRASND, BAFO | 3%, t FREEE (RER) 2% L, u d#s
HTH D,

Loyl ZOEUFET MIFBERIES TR RV, ELOM)RE X2 5 E¥EFMET
N, RFHEE T ABFEEL RN L TH D, —MRIZ, FHEET VL ERE T L L AR
T o TWRWES, 2& BRSO RICEW TREFIREPAE TH -7 LT
b, F 2 CTOBBIZEED value-relevant TH 5 L 1EWV 720, 2 F 6, MEEO EMIC1X
FEFBEPZENTND, TORIBRANFHEEICIHD 2 BHITHOWT, T TICKRAN
(2002a) THagam L72 & 912, relevance DELEZR S L WO REZD S DICHEENH D,
P IC(MI)DEYFREZER L T, ANTFREED 2 BRI 2R EOAEEEREL T 577
JTIE, MEOELZHW T RVDOTH D,
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ZORIBMEER SV RO E, M)RZM S CRAED MV IKRIN TR, MEFEH
MZNDBREBNAEE CTh D & MET 5 EIERRIL. FRAICHEERORFEREZ #2148 L
T2, BEFOREFEIZE > T, BELABDOR by 7 OFHEREZ KD, ##H O EH
MOMKEFR S OFMBEZIE L THRSATHIEFSTHLO0, Zhve b, FEOHE
EHREEET RETHLOMNI, KFFEEORGICLE > TEERMETHD, HLL,
7r—0FIE L0 b MEER Ny 7 OIWF D MR & OBIEMED FE U & D BLSR SRLHY
ThoH70E, REMBEO LV ENTARBERIZR D KD ITEESCAME ORI L2 RO

HRETHDHEVIBARNDHTETHLAREETITARW, 7272 L, FIIE D relevance 2 BLFE T
bbb Tinini s, FIEOFF A2 EL LT, EECAR LM 225G
ZREIZT 2001, FFERNBRILEZ R WIZER ThH L L VWb RITHIERLRNWTH A9,

ZOMFEIE, £ O LIRS » T, EERN, BRI, BUFEHEROFFEZ HER
L2 LICHET D, BUROFEIT Table 912 F LD LN TRV, Panel A 1XFI4E DA B E
FA R BIR L2 0. B IIRERIEOLEOR K. CITMAEDOLEOR R TH
5, 3BOHTIE., Lo, REVRFRE B AY—8AEMIE L White @ t i, HEMK
RTHDH, ZZTOEHE 1O, T4 D relevance Tid7p < | L& pE fMIZ 222> D425 A
HAMCHEBETHLNENTH D, B, TRTORURHEE L, EROFEEL I —2EHD
TiITbh T 5

TEERARTR D & MEEBBMICONDBEN DR & 10%KETHE Th D PEE
L LIS I~ IS A~ & L7202 LT, BERROSE, | H1IX
L0PEZE, WHNZ 9 PEZE. WIS EXETH L, MEFEOLGE . MEPEFEMORENAE
IREEERIT. VDDA 8, 8, 4, MFISOLZEITIE, 9. 8, 4 Lo TS, LTI
HMOFEEERN VL WEITHETH DL, 22T I 8E N HOEEEE GHL LZEE 1
WOPEEBRD VRO E EEEREICL > TP, BEAROEHAIL, 22= 4514,
p=0.034, BERIHEDOEAIT 2=23.600, p=0.058, #FEDEAIL +2=4514, p=0.034
Tholz, LMo T, MEEBMICH»IBEBAERICEr L BRARZEEOKIT. | #
ENHITHAT, MWITHEICAZ2NE VR D,

T AV ORFEERRIT U FEZFEFE T, R E & b, FIEE R Orelevance S i T
THO L FLE PE AN R DrelevancelX EH- L T o & #ESNTWDL R, 22 TO
mREZNEEESL TRV, A A, relevanceDFEEZ E D L HIZ L THIET S DNE
FLVONIDONT, WEREEDBUT R < AT L Z OFSE &38R e 2 1E ik CHIE
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HE) 28 L T0W5, ZORIZOVWTHRFORMAKEINDICL TS, Lok R,
PER S A FAEL | Chde & & WIEPEREM Orelevance S NI T L2 Z £ &R LTV 5,
ZORKTN, BRMIZ—FNLRLDOTHLON, ThébREMURBMBETHLON, &5
W, TN HARIZEBEOHRTHLONREIZODNT, MRELRIGWNBMLETHA D

8

o

DX EENC G FEBMIC 00 DRI HAHCHE THIMOERH»D X D,
HEFBRIZONWT, TOHMOEN 0 THLOIL, JLE M- LT EROIEETHY |
1Ok 8%, 20135 ¥, 3IMT N T THMEEBMPEEREEIIR>TVDDOIE, 1k
FLZOMEBEEEO 2EBTHDL, ZOXIRMBONMEDOL DL, I A ZRREIC
2L, LKoo TWB TR, =L, Y EEMHETHE, 3 ML LHEE
BMOBRENPEE CTHDLOIX, HEHIZE LW (22=3.750, p=0.053),

R, REFEOLE, MEEEMOBRBPEr L HFEIZERSTWHWLIHA0THD
DT, FLE K ST SR EMOLERTHD, TOHOEMN 1 o1F 9 ¥R, 25
XA4ERE o TRY, 32MLFEDOAD LERMTH L, ZONMIAEIFH-TND L
AR (£2=8.089, p=0.044), {LFETOIWEVIEKFLH, MAWICHAETHD (2=
5.100, p=10.024), #ifl2ETH ., FHLPOFENHBE LN T, ZOHOEN 0 TH D DI,
KPE, L3, M- LT GO 4R, 101X 8 %M, 2 0I5 %M ThHD, 3W—HL
THIEEBMOBRENEETHLOIE, RIIVILFOLD LEMTHD, ZONHDOMRY
LA HETHY (22=7640, p=0.054), {LFDO3IWHLHEIZEZ W (42=4714, p
=0.030).

LFROMREZERNT D L. . M- VT EMR TR M ERMGIC 0 DR BT 3
H—BLTHETRY—J, [LZETE, HIZ3H - BLTCEZARAREICR>TWVD, Z0D
L DT, MUEEBMIC»DREIEEM TR > TEY, Lirbh, HiltMICARICH-
TWo, D XD RPEFERM DR 2 HA LT, M PE &M 5 H O relevance DFERE L E —
BICHEM T 2OPAWEUTHLZ LE, ZOFHKERIT AL TS, T THlENPDIZED
. FERL BIFBIO 7 a R ks va VEROERELKR L2 ZICRADRE, EE
Bl WIBBNZ 7 — VER L L ZICA X 2B L TR >T0WDHDOTH D,

53 MEEEMOFEHLBROFTENE
HifE CORRIL, FEEBLOMMIC X > THEEHMORKOFEMEN R D Z & 2R

8 . koM 10 LB R,
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Lz, TOMEZBEL TOWDIERIIRICHEREDL O, PROZSHE LT, B2
ST &R Tz, £F, Table 9 OFEFIC L7zd v, BRI, REFRIGE, MFIEZh i
DN, 18 (X3 W =54 ¥F—HOr— 2% MEEBMOBRENEERY T - 71—
7 (TN —=T1) EENRHEETIE WY T I =T (T —T0) LD 225 T7,
BT TN—THTHETH20E., ZRENOFIEN~ A T Ao TN DL 7L 0E
A RATIO & ¥kl —FIZE R TR 1 ERBURDOERTH L, ZNHOEKITER T 2D
KHEF (2002a) Tigam Lo L 91T, EREMEEK L TWD L Gae, BRBENT T

WELSEENTVDEAERETIT O NES ¥ vy = 71 —72 L permanent earnings O
T2 LT, MEEEMOFRIFROFREMTET MNP THL, T
T, UTORMEBRET D,

R Ha
BV T DEIE RATIO NEWIZ Y, D5 WIT, FIZEZRiHIRHEM T 7L —FL
TR — R R NERVIE S, MG EBMIC D2 BRENAE RIS DRI EHT 5,

EEMIRIZONWT, JURTZ APy ZREICEDE, RATIO X Z V=7 1 DIE 5 3 AH
EAZEV (Mann-Whitney @ z = 1.741, p =0.082), F7ofifligic>\WThH, Z4—7 1D
RATIO X/ v —7 2DZN L0 b AEICIK (1=2.028, p=0.048, z=1.730, p=0.084),
B AR OLEITIT M —FIEE L IV —7 1 01F ) DA B, o 72 (1 =1.931,
p=0.059, z=2.200, p=0.028), ZiLH DR FIL, KW HA DZ LIRS EINEDL D
Thb, LIEL. BEFICONTIE, RATIO bkl —FIZER L., 2 207 L —FDH
SICAERETRE I o T,

LS PE A B SR DR ENZ OV TIE, R FICIFEH IS TWaWnas, KHEJ (2002a)

Tk _7o K 9z, —Rp R R L S L2 BIES R ICHEHMEDORR A b & 5 REN
ANTH D, EBE. KA (20022) ORGEER R TR, BRI 7-WT 23 LT VEE
FEIZHOUWTC, fiEFEFAN & Mif 4% & 2B DY T2GE D bR RICEA 2R BEK %55
HEL CEELESLAGEEZRKRT DL, BHITRIE DR ELFEEN, LVEALTWEZD
Thole, TORMBENGIE, MEEHEMICTIBERLRERNZa e —L T 5KENHLDT
T nb IS, 2T, 2XORMELET S,
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7 H5
R E A OB R DGR O relevance ICH B A2 722 TWHHEE—HIF L, MG E
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ZORHHS ZRFET DI HTZD, DF DTy NERSHITEIT - T,
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1- P()
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ELTHBHELTWARY), ¥BaR T8O TIE, EHEE DR EOmE 2R T Z LI
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L. s 25503 B4 » X o In(PQ)/L-P@) TH 5. L b, K HS 8IEL <, #l
BREEFMICHELEZ s e —LT 57 $IJ73>3?>ZD®7‘£6\{%\iﬁtﬂlbifm:fgéf‘%é 9. FTz,
i HA 3 IE LW e & FCICHIEI T~ 7o K 512, BB B3 IE, B AalcR s L RS
no,
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HHERERD 5B, AEAEE 10%% HZIC L CTHEWRRME RO L% Bi#k L7z ° Table 10
DFER S, ETFTNVEGEITERS, 22 TONNFEOHBREHNBENZLEZRLTWD, £
Nz, FEROMPITITEEICR 2T E R 520,

HEFROYA | LOSS IZh RO FILT 7 A Th DM, HaMICHE TiZien,
MUEPEMARICIZERZ 2 b — VT BHREN H D &0 ) I HE IR SR S
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ZOXIIT, AFHHIT L - T, BIRO AT Z S < HBBERIEH D b DD, MK E
B RSFIREREMET H2HE BRI T roay e —Lr——>7% MAIRKLH
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72—/ iU, FEOFWMIET THAHTH Y | M EEMOFHIL redundant TH D &\
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DN, KEOKRFEFIEDO I TH, ZOFZIEATATHSD,

HEb & MR LRI AT ER S T S ERE T V(M) ITE R R ED T 13 72
<. MUEPFEFMIC 0 2 BBBIETH L LHRT 2 G RMGE S 2V, TO/FFNIET
HDHEBEZDDITTIZORANBLITHY | FF 5% M3 2 M ) O relevance 38 LY
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ZOHENRELEFHE M T 2O RBWYITH 5, T CTlLlR7= X 51z, MEEHME Rl &2
AN FREEZ D 2 LL B W ITHBILR TiE < MAMTERRICH D L RD20NRERT
HH9, TOXIITHEMTERRE LTHRZ D 0IE, FIERICHLDBEMNETH LT
T, MEEFBMC DD DMBRAIC D — A b, B ERTE D,
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TOHLENRSDEVWS | MAOEREFEMTLLEDOTH D,

2, R (AOFIE) ICEAOEREZ ¥ I —EBIT & - THREL ZEF O R1x
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RELBIZEALTNDZEEZXF LR oo, REFDL LAY THY | & EEMOE
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Tablel Sample Distribution

Industry Period 1:11979-1985  Period 11: 1986 -1992  Period I11: 1993 - 2000 Full: 1979 - 2000
Fishery 14 23 54 91
Mining 42 48 64 154
Food 140 166 255 561
Fiber & Textile 105 168 339 612
Paper & Pulp 79 105 171 355
Chemical 201 236 342 779
Pharma. 102 128 239 469
Rubber 61 73 120 254
Ceramics & Glass 126 165 251 542
Steel 221 244 357 822
Metal 183 217 327 727
Machinery 204 246 365 815
Electronics 196 237 362 795
Automobile 186 236 350 772
Trans. \ehicle 68 82 120 270
Precision M. 126 142 197 465
Shipbuilding 49 49 56 154
Misc. 67 134 284 485
All 2,170 2,699 4,253 9,122
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Table2 Descriptive Statistics

Panel Al: P, Period | Period 11 Period 111 Full
Industry 1979 - 1985 -1 1986 - 1992 - 1993 - 2000 1979 - 2000
Fishery 267.0714 4491895 *** 716.2609 -347.1128 ** 369.1481 441.1758

2535000 3785000 *** 632.0000 -2935000 *** 338.5000 350.0000

515117 12357 *** 361.3198 1817 3275354 350.1972

Mining 328.8095 397.9405 *** 726.7500 -356.0156 *** 370.7344 470.2662
292.5000 3835000 *** 676.0000 -3655000 *** 3105000 398.0000

169.4616 11002 *** 378.2251 6.995 F** 2230444 320.0000

Food 467.4286 7221859 *** 1,189.6145 18,000.6605 ** 19,190.2750 9,191.5080
406.5000 5235000 *** 930.0000 -2630000 *** 667.0000 685.0000

2438230 46,045 *** 748.6255 13026 *** 131,868.0100 89,280.1450

Fiber & Textile 281.2095 7042965 *** 985.5060 -3954175 *** 590.0885 645.6405
231.0000 5685000 *** 799.5000 -3985000 *** 401.0000 4550000

189.1815 40686 *** 7203075 2105 808.7269 752.3349

Paper & Pulp 341.1899 605.7911 *** 946.9810 -4189050 *** 528.0760 610.3887
314.0000 476.0000 *** 790.0000 -3140000 *** 476.0000 490.0000

1745189 24013 *** 670.9982 16.108 *** 301.2122 4853905

Chemical 362.2488 4551071 *** 817.3559 -1627126 *** 654.6433 628.4929
320.0000 4300000 *** 750.0000 -2520000 *** 498.0000 514.0000

155.8700 70546 *** 3204713 5892 ** 669.2304 5145592

Pharma. 1,095.6275 8855913 *** 1,981.2188 -496.8841 ** 1,484.3347 15354072
827.0000 893.0000 *** 1,720.0000 -670.0000 *** 1,050.0000 1,220.0000

9116575 3788 * 1,120.2233 1550 1,108.8119 1,114.8937
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Table2 Descriptive Statistics (continued)

Period | Period I Period Il Full

Industry 1979 - 1985 -1 1986 - 1992 1 -1l 1993 - 2000 1979 - 2000
Rubber 249.0656 4954960 *** 7445616 -172.7033 *** 571.8583 543.9724
230.0000 4700000 *** 700.0000 -305.0000 *** 395.0000 392.0000

107.9578 43118 *+* 369.8788 2828 * 4955259 436.0500

Ceramics & Glass 440.2698 4475847 = 887.8545 -287.0338 *** 600.8207 650.8782
324.5000 4855000 *** 810.0000 -325.0000 *** 485.0000 527.0000

412.6415 4523 ** 411.6579 0.285 4265167 450.9978

Steel 325.3258 4764939 *** 801.8197 -352.1670 *** 449.6527 520.7628
210.0000 4895000 *** 699.5000 -3365000 *** 363.0000 370.0000

427.6291 32134 ** 499.8302 39615 ** 350.9998 460.7884

Metal 404.5902 6775204 *** 1,082.1106 -311.8996 *** 770.2110 771.2751
310.0000 600.0000 *** 910.0000 -338.0000 *** 572.0000 585.0000

287.8558 63.374 *** 677.6533 0.873 680.5888 654.3423

Machinery 520.5392 704.0868 *** 1,224.6260 - 62.4287 1,162.1973 1,020.4294
380.0000 5415000 *** 921.5000 -2105000 *** 711.0000 690.0000

485.2664 34399 ** 1,023.8646 4053 ** 1,701.5991 1,324.1041

Electronics 1,157.0204 630.7728 *** 1,787.7932 368.9913 * 2,156.7845 1,800.3006
715.0000 585.0000 *** 1,300.0000 -135.0000 ** 1,165.0000 1,070.0000

1,387.0210 1.659 1,432.5356 14538 *** 3,327.9539 2,505.6052

Automobile 511.3925 3574634 *** 868.8559 -107.9588 * 760.8971 733.7863
338.5000 392.0000 *** 730.5000 -184.0000 *** 546.5000 534.5000

665.0465 2.266 634.7790 1.708 779.7475 722.5040
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Table2 Descriptive Statistics (continued)

Period | Period I Period Il Full

Industry 1979 - 1985 -1 1986 - 1992 1 -1l 1993 - 2000 1979 - 2000
Trans. Vehicle 444.0147 7465463 *** 1,190.5610 -603.0693 *** 587.4917 7345111
302.0000 7180000 *** 1,020.0000 -5295000 *** 490.5000 543.0000

324.4447 21850 814.6478 18377 *** 442 4071 637.9750

Precision M. 663.8730 3919016 *** 1,055.7746 37.9716 1,093.7462 965.6688
517.5000 3915000 *** 909.0000 -273.0000 *** 636.0000 678.0000

508.6765 3353 * 639.1593 12644 A+ 1,507.5070 1,089.9538

Shipbuilding 168.0000 4542857 *** 622.2857 -237.7321 *** 384.5536 391.2922
162.0000 388.0000 *** 550.0000 -1955000 *** 354.5000 2525000

38.8475 81509 *** 421.0627 17736 *** 235.8701 330.4052

Misc. 491.1642 1,1335597 *** 1,624.7239 -377.3824 ** 1,247.3415 1,247.1464
348.0000 7520000 *** 1,100.0000 -2525000 *** 8475000 808.0000

1,136.0710 13672 *** 1,740.0012 2516 1,305.0637 1,456.8538

All 517.8369 600.1331 *** 1,117.9700 8973131 * 2,015.2831 1,393.5657
336.0000 539.0000 *** 875.0000 -303.0000 *** 572.0000 597.5000

667.3524 157.652 *** 928.4581 9821 *** 32,550.0596 22,241.0324
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Table2 Descriptive Statistics (continued)

Panel A2: P,/ P,

Period | Period Il Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Fishery 1.0141 0.0687 1.0828 -0.1944 0.8884 0.9569
0.9564 -0.0302 0.9262 -0.0667 0.8595 0.8884

0.1966 2.769 0.7258 5078 ** 0.3123 0.4463

Mining 1.2147 -0.0943 1.1204 -01615 * 0.9589 1.0790
1.0102 0.0338 1.0440 -02015 ** 0.8424 0.9720

0.6296 0.652 04338 0.321 0.5054 0.5299

Food 1.0578 0.0370 1.0948 -0.1437 0.9511 1.0203
1.0307 -0.0406 0.9901 -00856 *** 0.9045 0.9619

0.2303 7831 ** 0.4005 853 0.2598 0.3086

Fiber & 1.2864 -02131 = 1.0733 -0.1614 0.9119 1.0205
Textile 1.1095 -0.1444 = 0.9650 -01112 ** 0.8538 0.9260
0.6057 0481 0.5195 28.806 0.3105 04572

Paper & Pulp 1.0837 0.0412 1.1249 -0.1664 *** 0.9585 1.0356
1.0135 -0.0135 1.0000 -00909 *** 0.9091 0.9708

0.2404 8242 *** 0.6011 4.226 0.3374 04235

Chemical 11411 -0.0954 *** 1.0457 -00521 ** 0.9936 1.0475
1.0606 -00575 *** 1.0031 -00657 * 0.9374 0.9881

0.3260 0.090 0.3151 7069 *** 0.2820 0.3093

Pharma. 1.1939 -0.2034 *** 0.9905 0.0402 1.0307 1.0552
1.0933 -01114 *=* 0.9819 -0.0135 0.9683 1.0000

04734 14133 *** 0.2671 0.498 0.3211 0.3547

Rubber 11174 0.0199 1.1373 -02316 *** 0.9057 1.0231
1.1275 -0.1146 1.0128 -0.1143 ** 0.8985 0.9599

0.2963 8.852 *** 0.5228 28677 = 0.2367 0.3707

Ceramics & 1.2368 -02044 1.0324 -00932 ** 0.9392 1.0368
Glass 1.0786 -0.1473 *+* 0.9313 -00537 ** 0.8776 0.9431
0.4790 3282 * 0.4228 7309 ** 0.3082 0.4060

Steel 1.2045 -0.0158 1.1887 -0.2880 **+* 0.9007 1.0679
1.0327 -00231 * 1.0095 -0.1355 ** 0.8741 0.9515

0.5696 4885 ** 0.7154 51.608 *** 0.3725 0.5658

Metal 1.2283 -0.1470 *** 1.0813 -0.1441 ** 0.9372 1.0535
1.0959 -0.1100 **=* 0.9859 -0.1079 *+* 0.8780 0.9655

0.5357 0.640 04143 20907 = 0.3312 04316
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Table2 Descriptive Statistics (continued)

Period | Period 1 Period Il Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993 - 2000 1979 - 2000
Machinery 1.1413 -0.0221 1.1192 -01492 ** 0.9700 1.0579
1.0271 -00730 ** 0.9541 -00289 ** 0.9252 0.9729

0.4054 11743 = 0.5156 50910 *** 0.2836 0.4041

Electronics 1.2194 -0.2037 *** 1.0157 01013 *** 1.1170 1.1120
11231 -0.2147 *+* 0.9084 0.1288 **+* 1.0371 1.0195

04351 6.726 *** 0.3764 0.267 0.4663 0.4394

Automobile 1.1100 -0.0511 1.0589 -0.0549 1.0040 1.0463
1.0252 -0.0698 *** 0.9554 0.0111 0.9665 0.9808

0.3690 10993 #*** 0.4845 7560 **+* 0.4636 0.4509

Trans. Vehicle 1.0446 0.0730 1.1176 -0.2502 0.8674 0.9880
0.9827 0.0960 1.0788 0.0000 *** 1.0788 0.9314

0.2990 11706 *** 0.4489 17.254 0.2703 0.3574

Precision M. 1.2319 -0.2103 *** 1.0216 0.0338 1.0554 1.0929
1.0649 -0.1577 ** 0.9072 0.0551 0.9623 0.9627

0.6213 4.046 04239 0.961 04316 0.4947

Shipbuilding 1.1075 02371 ** 1.3446 -0.5086 0.8360 1.0842
1.0676 0.2109 1.2785 -04886 *** 0.7899 0.9646

0.3105 22451 ** 0.5927 24.669 0.2917 0.4642

Misc. 1.0636 -0.0531 1.0105 -0.0260 0.9845 1.0026
1.0153 -0.0612 0.9541 -0.0513 0.9028 0.9360

0.3031 3947 ** 0.3885 0.144 0.5239 0.4629

All 1.1660 -0.0862 1.0798 -0.1083 0.9715 1.0498
1.0533 -0.0849 *** 0.9684 -00502 **+* 0.9182 0.9662

0.4496 10.399 04778 147.816 0.3710 04314
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Table2 Descriptive Statistics (continued)

Panel B1: OP,

Period | Period Il Period 111 Full

Industry 1979-1985 -1 1986 - 1992 n-nu 1993-2000 1979 -2000
Fishery 41.4271 -34.3271 *** 7.1000 10.2056 17.3056 184372
479271 -39.6382 *** 8.2890 2.7044 10.9933 13.0646

219113 0.169 278171 0.113 30.8749 30.5891

Mining 38.5346 -8.1570 30.3776 -87219 ** 21.6557 289776
21.6974 1.9953 23.6927 -34322 * 20.2604 21.8575

40.2152 12875 *** 23.2023 1.970 16.8924 276472

Food 46.7800 -57154 * 41.0646 1,2899862 ** 1,331.0508 628.8482
44.4258 -7.8801 ** 36.5457 -5.7989 30.7468 35.0083

28.8580 0.588 30.8285 13355 *** 91923089 6,224.0065

Fiber & 28.9166 0.5552 294718 -137673 *** 15.7045 21.7505
Textile 29.7500 -4.3878 25.3622 -137528 *** 11.6094 18.7583
29.3986 0.035 29.7377 2.150 455569 39.7798

Paper & Pulp 63.9480 -7.5851 56.3629 -21.4510 *** 349119 477181
62.0367 -6.8705 * 55.1662 -30.3760 *** 24.7902 415457

47.1424 0.741 53.8340 0.543 443538 494571

Chemical 45,0838 -24211 42.6627 -125743 *** 30.0884 37.7670
443892 -6.9827 37.4065 -143072 = 23.0993 34.7577

20.8079 0.102 20.6543 4.980 32.0648 27.1629

Pharma. 93.9857 -20.3092 A= 73.6765 27.1648 **= 100.8413 91.9364
84.6050 -19.7026 *** 64.9024 64552 ** 71.3576 744167

549441 0.000 54.1818 18403 *** 87.8321 74.1884

Rubber 279521 1.8452 29.7973 -2.3190 27.4783 28.2586
28.9052 -3.1764 25.7288 -4.1667 215621 25.2546

25.0652 0.611 27.2346 0.225 33.5386 29.8353

Ceramics & 49.0035 -6.0725 * 429310 -16.7805 *** 26.1505 36.5716
Glass 39.8593 -0.7017 39.1576 -20.0272 *** 19.1304 334226
33.4085 1.025 27.2227 2142 31.2470 32.1316

Steel 64.4074 -8.1480 56.2594 -41.0639 *** 15.1955 40.6158
45.4583 - 25208 429375 -29.8061 *** 13.1314 29.3566

102.8113 2981 * 52.0047 29,785 **+* 33.1366 67.9348

Metal 45,6140 15.1469 *** 60.7609 -21.6607 *** 39.1002 47.2053
36.1909 8.0801 *** 44.2710 -191384 *** 25.1326 34.2726

35.0483 15150 *** 545864 0.264 53.3526 50.5746
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Table2 Descriptive Statistics (continued)

Period | Period I Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Machinery 50.4958 45732 55.0690 -4.9346 50.1344 51.7143
38.0805 -1.7297 36.3508 -83340 M+ 28.0168 32,6783

62.6174 3780 * 66.4093 3069 * 98.9085 81.7599

Electronics 92.7677 -27.8410 *** 64.9267 -102529 * 54.6738 67.1220
61.0641 -8.8188 *** 52.2452 -189157 *** 33.3295 47.7455

105.4834 17852 *** 58.8212 9549 ** 85.9731 85.7673

Automobile 83.0152 -32.7514 A= 50.2638 -6.1544 44,1094 55.3645
49,0068 -10.3499 A** 38.6569 -1.7231 36.9338 40.7384

149.7623 8471 ** 77.6341 0.153 51.1702 93.0265

Trans. Vehicle 41.0881 -1.9917 39.0964 -222015 = 16.8949 29.7306
40.2655 -4.6012 35.6643 -16.1863 *** 19.4780 27.9010

224014 2.704 35.7126 0.271 32.0609 33.1149

Precision M. 625712 -255733 *** 36.9979 -5.7566 31.2413 41.4886
52.3080 -17.7915 A= 345165 -11.2495 ** 23.2670 35.3231

457733 3838 * 34.2662 5333 ** 50.7181 46,6828

Shipbuilding 20.2917 -4.5681 15.7236 185081 ** 34.2317 23.9073
19.3385 -7.5349 11.8037 144952 *** 26.2989 20.3229

85.3244 3274 * 44,7845 0.034 42.7399 60.2871

Misc. 52.8993 20.8920 ** 82.7913 -17.7034 ** 65.0879 68.2954
40.9564 16.0593 *** 57.0156 -37692 * 53.2464 50.5008

79.9072 5741 ** 83.9787 1.299 73.1427 776776

All 57.6433 -72177  *** 50.4256 66,5761 * 117.0017 83.1827
450293 -5.6980 *** 39.3313 -134819 = 25.8495 34.8416

76.2348 5136 ** 53.8163 9462 ** 22683693 1549.8251
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Table2 Descriptive Statistics (continued)

Panel B2: OP,/P,,

Period | Period Il Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Fishery 0.1589 -0.1339 ** 0.0250 0.0183 0.0433 0.0565
0.1436 -01324 *+* 0.0112 0.0163 0.0275 0.0340

0.0937 5007 ** 0.0594 0.358 0.0619 0.0798

Mining 0.1059 -0.0615 *** 0.0444 0.0098 0.0542 0.0652
0.1023 -0.0636 *** 0.0387 0.0090 0.0476 0.0516

0.1368 11173 *** 0.0281 4405 ** 0.0551 0.0845

Food 0.1072 -0.0690 0.0382 0.0076 0.0458 0.0589
0.1075 -0.0700 *** 0.0376 0.0065 *** 0.0440 0.0498

0.0493 44972 0.0261 9317 *** 0.0361 0.0467

Fiber & 0.1446 -0.1110 0.0336 -0.0213 0.0123 0.0408
Textile 0.1368 -01014 = 0.0354 -00073 *** 0.0280 0.0349
0.1628 119.697 0.0388 20594 0.7840 0.1031

Paper & Pulp 0.2010 -0.1367 0.0643 -0.0110 0.0533 0.0894
0.1897 -01257 = 0.0640 -00136 ** 0.0504 0.0726

0.1552 17.652 0.0758 0.159 0.0755 0.1154

Chemical 0.1482 -0.0900 *** 0.0582 -00104 ** 0.0478 0.0769
0.1312 -00798 *** 0.0514 -00064 **+* 0.0450 0.0582

0.0792 73314 0.0351 1.068 0.0385 0.0665

Pharma. 0.1152 -0.0773 *** 0.0379 0.0295 *** 0.0674 0.0698
0.1126 -00754 *** 0.0372 0.0304 *** 0.0676 0.0640

0.0584 83.778 *** 0.0229 5.846 0.0329 0.0465

Rubber 0.1247 -0.0791 *** 0.0456 -0.0055 0.0401 0.0620
0.1112 -0.0733 *** 0.0379 0.0036 0.0415 0.9599

0.1536 23762 *** 0.0495 0.645 0.0504 0.0935

Ceramics & 0.1598 -01077 = 0.0521 -00137 **+* 0.0384 0.0708
Glass 0.1348 -0.0904 *+* 0.0444 -0.0087 *** 0.0357 0.0515
0.0969 86.385 *** 0.0343 11513 *** 0.0520 0.0788

Steel 0.2292 -01527 = 0.0765 -00554 ** 0.0211 0.0935
0.1977 -01292 0.0685 -00337 **+* 0.0348 0.0634

0.1999 89.044 =+ 0.0684 2.345 0.0836 0.1498

Metal 0.1502 -0.0887 *** 0.0615 -00169 **+* 0.0446 0.0762
0.1283 -00782 = 0.0502 -00062 **+* 0.0439 0.0541

0.1160 60.313 *** 0.0461 0422 0.0669 0.0889
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Table2 Descriptive Statistics (continued)

Period | Period I Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Machinery 0.1034 -0.0662 *** 0.0372 -0.0037 0.0335 0.0521
0.1004 -00601 *** 0.0402 -0.0018 0.0384 0.0464

0.0708 30473 ** 0.0574 3184 * 0.0616 0.0694

Electronics 0.1062 -0.0701 *** 0.0361 -0.0086 *** 0.0275 0.0495
0.1001 -00645 *** 0.0356 -0.0082 *** 0.0274 0.0376

0.0734 75474 % 0.0261 20937 = 0.0419 0.0582

Automobile 0.1625 -01036 *** 0.0589 -0.0021 0.0568 0.0829
0.1554 -0.1047 ** 0.0507 0.0059 0.0566 0.0697

0.0720 49754 *** 0.0456 5215 ** 0.0777 0.0814

Trans. Vehicle 0.1146 -0.0770 0.0376 -0.0220 0.0156 0.0472
0.0391 -00065 *** 0.0326 -00071 ** 0.0255 0.0391

0.0809 18.369 0.0414 6.980 *** 0.0708 0.0774

Precision M. 0.1216 -0.0871 0.0345 -00103 ** 0.0242 0.0538
0.1051 -00716 **=* 0.0335 -0.0024 0.0311 0.0430

0.0789 55.421 0.3380 10964 *** 0.0529 0.0703

Shipbuilding 0.0844 -0.0768 0.0076 0.0567 *** 0.0643 0.0527
0.1258 -0.1033 *** 0.0225 0.0371 *** 0.0596 0.0575

0.5534 13272 *** 0.1267 5.567 0.0654 0.3220

Misc. 0.1440 -0.0872 0.0568 -0.0037 0.0531 0.0667
0.1135 -0.0652 *** 0.0483 0.0039 0.0522 0.0537

0.1442 29.423 0.0524 0.865 0.0779 0.0900

All 0.1425 -0.0937 0.0487 -0.0094 0.0393 0.0666
0.1256 -00827 *** 0.0429 -00019 *** 0.0409 0.0519

0.1438 485.095 0.0505 41.391 0.0645 0.0971
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Table2 Descriptive Statistics (continued)

Panel C1: Ol,

Period | Period Il Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Fishery 38.9757 -365035 *** 24722 10.2950 12.7672 14.1973
345132 -20.8612 *** 46521 3.6098 8.2618 10.0721

16.3684 1.602 275021 0.868 25.0221 26.9103

Mining 17.4059 1.9234 19.3293 -7.8968 * 11.4325 155230
8.8736 9.1264 18.0000 -74887 ** 105113 12.5409

22.8723 0.168 28.9653 2673 18.8469 235944

Food 457251 4.6201 503452 12451471 ** 12954923 615.1682
41.9466 -0.2318 41.7148 -58868 * 35.8280 38.3139

34.7673 1.252 39.2251 13278 *** 89059741  6,030.1565

Fiber & 16.2034 124096 *** 28.6130 -94386 ** 19.1744 21.2557
Textile 16.8922 38102 **+* 20.7024 -8.1007 *** 12.6017 16.2309
26.0138 3166 * 34.3488 1.883 474319 41.2783

Paper & Pulp 315773 3.8404 35.4177 -120072 ** 234105 28.7793
24.4087 18.0861 424949 -246321 17.8628 24.7657

420277 0.136 44.4264 1.106 38.0677 41.1545

Chemical 25.1509 112420 *** 36.3929 -9.8096 26,5833 29.1856
24.1190 7.9235 **+* 32,0425 -115357 = 20.5068 25,5985

21.7051 0.021 20.9962 8488 34.9416 285016

Pharma. 92.6825 -9.8347 82.8478 19.7701 ** 102.6179 95,0614
83.0603 -11.1389 719214 2.6708 745922 77.7193

55.1182 0.073 57.1444 1835 = 90.9121 76.2635

Rubber 12.7311 111783 ** 23.9094 4.3317 28.2411 23.2713
16.6664 48293 * 21.4956 -1.5766 19.9190 19.7138

26.6343 0.108 29.4949 2456 36.5253 32.8927

Ceramics & 32,6783 1.6677 34.3460 -11.2158 *** 23.1302 28.7643
Glass 27.2585 3.5387 30.7972 -15.2858 *** 155114 23.2799
28.3298 2443 23.7494 3172 * 305177 285411

Steel 28.0544 159839 *** 44,0383 -334228 10.6155 25.2252
16.5500 121405 *** 28.6905 -214401 A= 7.2504 15.7120

67.3158 0.648 52.1267 24919 36.5313 52.8898

Metal 30.2509 246737 *** 54.9246 -183073 *** 36.6173 404793
22.6127 16.3266 *** 38.9393 -169261 *** 22.0132 26.9270

40.0551 7535 ** 56.6288 0.007 57.0852 53.9912
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Table2 Descriptive Statistics (continued)

Period | Period I Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Machinery 46.3933 111815 * 575748 -8.1994 493754 51.1038
29.3078 83499 ** 376577 -14.3967 23.2609 28.8511

66.4030 1.147 69.5936 2744 = 101.1534 845720

Electronics 93.1055 -14.2883 78.8172 -146891 ** 64.1281 75.6512
54.0686 7.6462 61.7148 -22.6664 39.0485 485821

116.3003 11801 *** 72.9969 4519 ** 96.1811 96.1786

Automobile 74.8576 -264196 ** 484380 - 6.1505 42.2875 52.0149
441384 -54576 *** 38.6808 -83811 *+* 30.2997 36.7805

122.4464 6.251 ** 80.2193 0.195 546358 84.1603

Trans. Vehicle 31.2579 6.0211 37.2790 -24.1029 A 131761 25.0502
25.7168 9.8635 35,5803 -230191 = 125612 20.0826

22.6585 1311 33.9618 0.342 30.5488 31.7214

Precision M. 56.0876 -19.3115 *** 36.7761 -6.1676 30.6085 39.3959
49.8207 -11.7607 *** 38.0600 -154295 *** 22.6305 33.1967

41.0780 1.934 34.1971 7997 *** 55.7115 47.2395

Shipbuilding 0.9817 8.1280 9.1097 156394 ** 24.7491 12.2105
74010 2.5551 9.9561 90422 *** 18.9983 13.9859

93.1468 6.588 ** 34.8868 0.080 30.7328 59.5344

Misc. 29.0203 51.0089 80.0292 -158713 * 64.1579 63.6889
254577 286205 *** 54.0872 -84902 * 455969 425182

70.1354 10.080 82.1172 0.002 79.1451 80.1673

All 44,1634 43217 ** 48.4851 653416 * 113.8267 779216
30.0502 6.1355 *** 36.1857 -136737 = 225120 284983

70.9427 2889 * 57.2309 9.368 2,198.0579  1,501.8685
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Table2 Descriptive Statistics (continued)

Panel C2: OL./ P,

Period | Period Il Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Fishery 0.1452 -01261 *+* 0.0191 0.3189 0.3380 0.0472
0.1404 -01341 * 0.0063 00154 ** 0.0217 0.0226

0.0496 0.044 0.0678 0.096 0.0518 0.0697

Mining 0.0410 -0.0142 0.0268 -0.0054 0.0214 0.0284
0.0371 -0.0056 0.0316 -0.0023 0.0293 0.0310

0.0677 4277 ** 0.0375 2425 0.0647 0.0587

Food 0.0969 -0.0519 0.0450 0.0047 ** 0.0497 0.0601
0.1000 -0.0597 *** 0.0403 0.0103 ** 0.0506 0.0532

0.0558 49546 0.0274 4035 ** 0.0392 0.0463

Fiber & 0.0658 -0.0350 0.0308 -00152 **+* 0.0156 0.0284
Textile 0.0782 -00496 *** 0.0286 -0.0019 0.0267 0.0312
0.1378 58402 *** 0.0438 13.094 *** 0.0823 0.0885

Paper & Pulp 0.0716 -0.0345 0.0371 -0.0039 0.0332 0.0429
0.0937 -0.0488 *** 0.0448 -0.0064 0.0384 0.0465

0.1808 7610 *=* 0.0878 0.228 0.0796 0.1129

Chemical 0.0712 -0.0248 0.0464 -00083 *** 0.0381 0.0492
0.0793 -00361 **=* 0.0432 -00039 ** 0.0393 0.0472

0.0651 51587 0.0244 17.898 *** 0.0420 0.0472

Pharma. 0.1151 -0.0714 *** 0.0437 0.0237 *** 0.0674 0.0713
0.1207 -0.0759 *** 0.0448 0.0256 *** 0.0704 0.0661

0.0579 67034 *** 0.0244 9591 *+* 0.0352 0.0464

Rubber 0.0252 0.0065 0.0317 0.0028 0.0345 0.0315
0.0646 -0.0330 ** 0.0316 0.0087 0.0404 0.0417

0.1410 27557 = 0.0439 0.873 0.0562 0.0822

Ceramics & 0.0875 -0.0486 *** 0.0389 -00074 ** 0.0315 0.0468
Glass 0.0845 -0.0472 ** 0.0373 -00072 ** 0.0300 0.0415
0.0747 36.621 ** 0.0258 1562 *** 0.0490 0.0558

Steel 0.0814 -00322 *** 0.0492 -0.0458 **+* 0.0034 0.0380
0.0793 -00361 *** 0.0432 -00212 **+* 0.0219 0.0379

0.1543 56.046 *** 0.0602 14073 *** 0.0897 0.1096

Metal 0.0721 -0.0215 ** 0.0506 -00131 ** 0.0375 0.0501
0.0763 -00352 *** 0.0411 -00032 * 0.0380 0.0434

0.1105 78665 *** 0.0461 2741 * 0.0748 0.0799
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Table2 Descriptive Statistics (continued)

Period | Period I Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Machinery 0.0779 -0.0390 *** 0.0389 -00099 ** 0.0290 0.0442
0.0800 -00375 *** 0.0425 -00079 **+* 0.0346 0.0427

0.0740 37930 ** 0.0522 2.589 0.0603 0.0649

Electronics 0.0901 -0.0498 *+* 0.0403 -0.0110 *** 0.0293 0.0476
0.0414 -00002 *** 0.0412 -0.0099 *** 0.0312 0.0415

0.0543 50.744 *** 0.0252 20022 0.0418 0.0482

Automobile 0.1497 -00919 **=* 0.0578 -0.0080 0.0498 0.0763
0.1444 -00912 =+ 0.0533 -0.0052 0.0481 0.0634

0.0763 49754 *** 0.0641 0.856 0.0670 0.0800

Trans. Vehicle 0.0747 -0.0399 0.0348 -0.0267 0.0081 0.0330
0.0742 -00421 = 0.0321 -00092 *** 0.0229 0.0323

0.0415 20383 *** 0.0233 11.872 0.0674 0.0576

Precision M. 0.1051 -0.0700 0.0351 -00148 *** 0.0203 0.0478
0.0948 -00599 *** 0.0349 -0.0032 0.0318 0.0419

0.0662 29978 ** 0.0348 11400 *** 0.0584 0.0652

Shipbuilding -0.0490 0.0393 -0.0097 0.0572 0.0475 -0.0014
0.0559 -0.0428 * 0.0131 0.0288 *** 0.0419 0.0364

0.6278 16.446 *** 0.1136 7528 0.0548 0.3611

Misc. 0.0608 -0.0129 0.0479 -0.0089 0.0390 0.0445
0.0724 -0.0251 *** 0.0473 0.0048 0.0521 0.0529

0.0886 32391 ** 0.0363 7044 ** 0.0916 0.0800

All 0.0834 -0.0415 0.0419 -0.0092 0.0327 0.0475
0.0877 -00470 ** 0.0406 -00033 *** 0.0374 0.0451

0.1374 298.653 *** 0.0483 80.561 0.0669 0.0877
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Table2 Descriptive Statistics (continued)

Panel D1: NI,

Period | Period I Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 n-nu 1993-2000 1979 - 2000
Fishery 16.7655 - 23.0651 - 6.2996 11.0991 4.7995 3.8352
13.6983 -10.1918 3.5065 -1.4649 2.0417 41136

6.5884 5.789 33.8462 7968 *** 15.8109 22.0528

Mining 9.6880 -2.7493 6.9387 -8.2463 -1.3076 4.2615
5.6657 2.5489 8.2146 -41873 ** 40273 51992

115374 1.647 28.8840 0.109 29.1303 25.7812

Food 20.5652 49598 25.5250 657.1290 682.6540 322.9822
175551 1.4389 18.9940 -72128 *** 11.7812 16.3112

17.2600 3.045 20.8253 13271 *** 47642125 3,225.4051

Fiber & 105649 6.9214 17.4863 -106275 *** 6.8588 10.4120
Textile 9.2941 3.0980 12.3921 -55668 *** 6.8253 8.3191
20.0540 2.104 445054 0.650 37.0558 37.2855

Paper & Pulp 15.6730 5.3885 21.0615 -16.4808 *** 45807 11.9238
14.9902 5.2598 20.2500 -12.7047 A 7.5453 12.2059

436576 0.094 34.9810 0485 40.9224 40.4674

Chemical 11.8913 5.1858 17.0771 -6.2251 10.8520 13.0061
11.1538 3.4919 14.6457 -58138 *** 8.8319 115862

10.4468 212 11.9341 8.979 23.3650 17.8254

Pharma. 35.0886 0.8449 35.9335 3.9496 39.8831 37.7625
32.6540 -2.7873 29.8667 -0.0824 29.7843 30.6104

241779 1.454 25.3312 17621 *** 60.1694 46.3269

Rubber 6.4801 7.5580 14.0381 -1.9955 12.0426 11.2802
8.0850 2.6079 10.6930 0.0983 10.7913 9.6677

16.3422 1.375 19.9574 5179 ** 26.8794 22.9030

Ceramics & 15.7439 2.8611 18.6050 -98535 *+* 8.7515 13.3767
Glass 12.1567 3.3352 15.4919 -75703 *** 7.9217 11.2740
16.2325 0.031 18.4138 1651 20,5195 19.4372

Steel 16.3509 6.1017 22.4526 -214544 A 0.9982 11.4943
9.7083 4.7556 14.4639 -10.7748 *** 3.6891 8.2461

34.3337 0.044 26.7044 0.025 30.8253 32.0767

Metal 145062 10.4374 24.9436 -150265 *** 99171 155575
11.2111 7.9992 19.2103 -95913 ¥+ 9.6190 125833

19.6538 6.345 25.9549 4643 *** 51.4926 39.1001
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Table2 Descriptive Statistics (continued)

Period | Period 11 Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 n-nu 1993-2000 1979 - 2000
Machinery 22.9590 6.3127 * 29.2717 -109476 = 18.3241 22.7887
15.0066 35422 ** 18.5488 -6.6262 *** 11.9226 14.9878

36.4684 0.563 35.0865 5441 62.0390 494464

Electronics 45,0338 -4.2560 40.7778 -136210 *** 27.1568 35.6248
26.4347 3.8544 30.2891 -11.8084 *** 18.4807 245248

55.5152 6.94 *** 37.9667 11.207 *** 60.9352 54.1850

Automobile 34.2007 -124814 * 21.7193 -5.7543 15.9650 221177
20.3225 -12839 * 19.0385 -6.1450 ** 12.8936 17.3068

53.7192 0.654 735709 0.53 41.3681 56.2966

Trans. Vehicle 16.0448 43899 * 20.4347 -176711  *** 2.7636 11.4753
115837 4.8438 16.4275 -10.4989 *** 5.9286 10.3342

12.6542 2.644 17.7044 0.585 25.0978 21.8294

Precision M. 25.3576 -73031 ** 18.0545 -9.7684 8.2861 15.8950
23.4298 -70171 ** 16.4127 -80313 *** 8.3814 154757

21.2350 0.315 21.2016 17.957 429225 32.9640

Shipbuilding 2.3780 -1.1833 1.1947 87613 * 9.9560 47571
6.6970 -2.6410 4.0559 43165 ** 8.3725 6.8030

81.3687 4276 ** 29.1834 3.075 19.5862 49,9800

Misc. 135268 246669 *** 38.1937 -16.1606 *** 22.0331 25.3230
11.8527 142761 *** 26.1288 -50886 ** 21.0403 20.0499

32.7162 11.136 39.5466 3010 * 65.6414 56.2725

All 21.0438 2.8898 *** 23.9336 208475 * 53.7811 37.1621
14.8649 2.8664 *** 17.7312 -76440 ** 10.0872 13.6053

36.0193 0.045 36.4404 9598 ***  1176.0759 803.5786
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Table2 Descriptive Statistics (continued)

Panel D2: NI/ P,

Period | Period Il Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Fishery 0.0623 -0.0616 *** 0.0007 0.0060 0.0067 0.0137
0.0603 -0.0561 *** 0.0042 0.0013 0.0055 0.0086

0.0173 2.761 0.0423 0.141 0.4079 0.0436

Mining 0.0259 -00185 * 0.0074 -00416 * -0.0342 -0.0048
0.0236 -00093 ** 0.0144 -0.0040 0.0104 0.0146

0.0445 0.241 0.0490 9390 *** 0.1691 01171

Food 0.0429 -0.0200 0.0229 -00102 **+* 0.0127 0.0232
0.0427 -00221 =+ 0.0207 -00012 * 0.0195 0.0229

0.0306 24.055 0.0164 8831 *** 0.0471 0.0383

Fiber & 0.0488 -00282 * 0.0206 -0.0243 -0.0037 0.0120
Textile 0.0405 -00253 *** 0.0152 -00017 ** 0.0135 0.0160
0.1387 8727 *** 0.0981 7870 *** 0.1138 0.1160

Paper & Pulp 0.0265 -0.0078 0.0187 -0.0130 0.0057 0.0142
0.0474 -00246 **=* 0.0228 -00072 *+* 0.0156 0.0221

04513 3941 ** 0.0754 1.833 0.3252 0.3121

Chemical 0.0341 -0.0125 0.0216 -0.0090 0.0126 0.0209
0.0372 -00177 **=* 0.0195 -00022 ** 0.0173 0.0213

0.0382 22031 0.0155 18.395 0.0442 0.0372

Pharma. 0.0450 -0.0263 *** 0.0187 0.0004 0.0191 0.0247
0.0439 -0.0256 *** 0.0183 0.0100 *** 0.0282 0.0267

0.0261 67.609 *** 0.0107 6.203 ** 0.0715 0.0538

Rubber 0.0180 0.0032 0.0212 -00199 ** 0.0013 0.0110
0.0376 -0.0218 *** 0.0158 0.0054 0.0212 0.0228

0.1020 11233 *** 0.0341 6.609 ** 0.0936 0.0837

Ceramics & 0.0409 -00210 *** 0.0199 -00131 **+* 0.0068 0.0187
Glass 0.0405 -0.0221 *+* 0.0184 -00044 ** 0.0139 0.0192
0.0405 24185 ** 0.0163 19382 *** 0.0466 0.0405

Steel 0.0512 -00252 *** 0.0260 -0.0513 *** -0.0253 0.0105
0.0450 -00229 **=* 0.0221 -00126 **+* 0.0094 0.0190

01172 45359 *** 0.0306 50508 *** 0.1299 01111

Metal 0.0358 -00141 = 0.0217 -0.0244 -0.0027 0.0143
0.0374 -00177 **=* 0.0197 -0.0039 **+* 0.0158 0.0201

0.0685 49851 *+* 0.0225 16.694 *** 0.1238 0.0920
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Table2 Descriptive Statistics (continued)

Period | Period I Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Machinery 0.0378 -0.0179 *** 0.0199 -00211 **+* -0.0012 0.0149
0.0397 -00186 *** 0.0211 -0.0045 **+* 0.0166 0.0216

0.0754 16.773 *** 0.0306 18.096 *** 0.0968 0.0784

Electronics 0.0445 -0.0236 *** 0.0209 -00139 **+* 0.0070 0.0204
0.0450 -00238 *** 0.0212 -0.0048 *** 0.0164 0.0222

0.0302 30880 *** 0.0134 45027 0.0451 0.0378

Automobile 0.0694 -00435 *** 0.0259 -00211 **+* 0.0048 0.0268
0.0659 -00397 *** 0.0262 -0.0047 *** 0.0215 0.0290

0.0357 1.488 0.0733 12424 > 0.1032 0.0861

Trans. Vehicle 0.0414 -0.0225 0.0189 -0.0253 -0.0064 0.0133
0.0358 -00184 =+ 0.0174 -00070 **+* 0.0104 0.0160

0.0393 7472 0.0121 15795 *** 0.0688 0.0539

Precision M. 0.0469 -0.0299 0.0170 -0.0276 -0.0106 0.0134
0.0424 -00252 =+ 0.0172 -00052 **+* 0.0120 0.0206

0.0451 19.234 0.0214 37.293 0.0871 0.0667

Shipbuilding -0.0339 0.0027 -0.0312 0.0421 0.0109 -0.0167
0.0394 -0.0319 *** 0.0075 0.0128 *** 0.0203 0.0178

05722 10.789 *** 0.1013 10.755 *** 0.0618 0.3283

Misc. 0.0299 -0.0055 0.0244 -00205 **+* 0.0039 0.0132
0.0372 -0.0151 *** 0.0222 0.0005 0.0226 0.0233

0.0468 14089 *** 0.0317 14065 *** 0.0959 0.0780

All 0.0411 -0.0209 0.0202 -0.0192 0.0011 0.0163
0.0425 -00225 =+ 0.0200 -00034 **+* 0.0166 0.0216

0.1383 93.701 0.0445 147752 *** 0.1112 0.1056
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Table2 Descriptive Statistics (continued)

Panel E1: BVE,

Period | Period Il Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Fishery 220.5839 -485266 * 172.0573 -388209 * 133.2364 156.4864
222.7288 -11.7312 2109977  -122.7956 88.2020 123.1613

51.3678 18269 *** 945429 1.946 88.7045 90.6925

Mining 148.3762 845260 ** 232.9022 16.3326 249.2348 216.6372
93,5818 111.3954 *** 2049772 13.8760 218.8532 148.8274

154.4617 1.430 190.2116 0.188 202.6478 190.3256

Food 252.9930 150.0935 403.0865 134154275 ** 138185140 64635515
202.3122 104.7963 *** 307.1085 1989111 *** 506.0196 330.0839

150.1005 28.788 265.9649 13474 *** 0943027310 6,3865.5040

Fiber & 143.7255 1285451 272.2706 127.0834 399.3540 320.6105
Textile 143.8388 1111369 *** 254.9757 374287 *** 292.4044 254.6216
50.9052 50413 176.0565 41.146 328.6514 279.5063

Paper & Pulp 168.2194 1438788 *** 312.0982 713096 *** 383.4078 314.4292
172.1540 1303015 *** 302.4555 37.7992 *** 340.2547 302.0733

137.8696 4136 * 193.2905 4.069 230.9986 218.7694

Chemical 155.2717 105.4078 *** 260.6795 101.5254 362.2049 278.0540
145.4645 1106845 *** 256.1490 56.3031 *** 312.4521 245.8606

67.3408 26.582 110.0751 16.180 2725726 210.9242

Pharma. 404.7604 1401394 *** 544.8998 190.0881 *** 734.9879 611.2896
368.3810 1095492 *** 4779301 181.2407 *** 659.1708 524.1059

157.4100 5797 ** 266.5193 23593 372.7671 337.0529

Rubber 126.2845 73.7927 *** 200.0772 1775082 *** 377.5854 266.2175
131.6245 749743 *** 206.5988 774110 **= 284.0098 206.1317

56.5908 19.017 *** 118.7206 30967 ** 286.6539 235.1299

Ceramics & 192.4516 1182229 *** 310.6745 108.7994 *** 419.4739 3335759
Glass 169.9864 1335949 *** 303.5813 75.6256 *** 379.2069 306.5025
91.0660 24223 ** 135.2238 7596 *** 246.7572 209.3281

Steel 172.8282 744049 *** 247.2331 1252102 *** 372.4433 281.6085
109.6825 765936 *** 186.2761 89.6700 *** 275.9461 197.5963

193.8431 456 ** 191.3968 22555 HHx 293.5796 255.7514

Metal 177.3069 1471172 *** 324.4241 1982353 *** 522.6594 376.5568
148.6170 1192389 *** 267.8559 1329156 *** 400.7715 269.8368

1495231 26341 ** 251.1807 20692 411.9212 347.8531
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Table2 Descriptive Statistics (continued)

Period | Period I Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Machinery 262.1763 159.3480 *** 4215243 1615170 *** 583.0413 4539743
189.5617 1525321 *** 342.0939 055390 *** 4376329 348.7841

213.0530 13447 A= 329.0615 17938 *** 530.5019 432.1658

Electronics 376.8953 3231968 *** 700.0921 2031298 *** 903.2219 712.9052
302.3202 192.8392 *** 495.1594 1685575 *** 663.7169 484.3251

341.3431 33962 ** 632.1763 8535 ** 804.2342 697.0692

Automobile 342.8364 65.1170 * 407.9534 1035302 *** 511.4836 439.2019
228.2724 131.8049 *** 360.0772 447558 *** 404.8330 342.9119

440.7030 1.866 334.3257 12497 = 303.3531 356.7030

Trans. Vehicle 214.3915 123.8063 338.1978 919797 ** 430.1775 347.8968
169.6167 1057149 *** 275.3316 442282 ** 319.5598 271.3257

108.1669 8.073 250.7009 5522 ** 376.6160 303.5471

Precision M. 272.0175 125.0383 *** 397.0558 85.8860 *** 4829418 399.5606
236.8460 156.0817 *** 392.9276 185164 * 411.4440 365.9333

123.9283 3460 * 157.9504 20604 332.3598 256.4195

Shipbuilding 715680 26.739%4 98.3074 90.5265 188.8339 122.7182
96.3287 2.8077 99.1364 39.9231 = 139.0594 113.7703

104.9108 8012 **=* 48.2203 30584 100.1477 105.3264

Misc. 209.5689 356.8432 566.4121 1695698 *** 735.9819 616.4107
173.1320 205.8642 *** 378.9963 290.0374 *** 669.0336 446.7434

296.9161 28214 503.6453 0.057 441.0217 4769131

All 233.0566 1445411 377.6007 936.0524 * 1,313.9531 779.6365
175.1099 126.4186 *** 3015285 920999 *** 393.6284 305.2082

231.0714 114.945 335.5291 10481 *** 23,268.0910 15,896.1620
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Table2 Descriptive Statistics (continued)

Panel E2: BVE,/ P,

Period | Period Il Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 nm-nu 1993-2000 1979 - 2000
Fishery 0.8477 -05428 *+* 0.3049 0.0874 0.3923 0.4403
0.7844 -0.6286 *** 0.1558 0.1366 ** 0.2924 0.3522

0.2440 0.074 0.2700 0.038 0.2923 0.3296

Mining 0.4641 -01331 ** 0.3310 0.2839 **+* 0.6149 0.4853
04275 -0.1166 * 0.3109 01774 *** 0.4883 0.3974

0.3143 3381 * 0.2290 13199 *** 04153 0.3581

Food 0.5696 -0.1984 *+* 0.3712 0.3117 0.6829 0.5624
0.5664 -0.2334 ** 0.3330 0.2615 *** 0.5944 05175

0.1698 0.462 0.1602 30.355 0.3596 0.3014

Fiber & 0.7188 -04146 0.3042 04541 0.7583 0.6269
Textile 0.6105 -03028 *** 0.3077 03394 **+* 0.6470 0.5378
0.3021 33.036 0.1884 29579 0.6280 0.5320

Paper & Pulp 04279 -0.0631 0.3648 0.3745 0.7393 0.5592
0.5198 -01411 ** 0.3787 0.2685 *** 0.6472 05235

0.7061 3861 * 0.2150 22494 0.5283 0.5368

Chemical 0.4909 -0.1552 0.3357 0.2955 0.6312 0.5055
0.4929 -0.1693 *** 0.3236 0.2516 *** 05751 04673

0.1644 21.691 0.1173 70.631 0.2869 0.2508

Pharma. 04991 -0.2005 *** 0.2986 0.2047 *** 0.5933 0.4924
0.5133 -0.2217 *** 0.2916 0.2616 *** 0.5532 04591

0.1810 12138 *** 0.1230 20.826 *** 0.2711 0.2530

Rubber 0.5640 -0.2584 *** 0.3056 03757 **= 0.6813 0.5451
0.5305 -0.2156 *** 0.3149 02743 *** 0.5892 04842

0.2161 4981 0.1494 20372 = 0.4388 0.3652

Ceramics & 0.6293 -0.2672 *** 0.3621 04346 **+=* 0.7967 0.6255
Glass 0.5850 -0.2507 *** 0.3342 03308 **+* 0.6651 05317
0.2230 20424 0.1345 53986 *** 0.5282 0.4250

Steel 0.6226 -0.2625 *** 0.3601 04981 **+=* 0.8582 0.6470
0.6058 -0.2933 ¥+ 0.3124 0.3425 **+* 0.6549 0.5451

0.2708 5263 ** 0.2158 7316 ** 0.6619 05172

Metal 0.4999 -0.1933 ¥+ 0.3066 04486 *** 0.7552 0.5571
04971 -02125 *+* 0.2846 03130 **+* 0.5976 0.4680

0.2500 32.778 *** 0.1640 50980 *** 0.6124 0.4789
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Table2 Descriptive Statistics (continued)

Period | Period 11 Period 111 Full

Industry 1979 - 1985 -1 1986 - 1992 - 1993-2000 1979 - 2000

Machinery 0.5653 -01774  F* 0.3879 0.1994 *** 0.5873 0.5216

0.5284 -0.1839 **+* 0.3445 02041 > 0.5486 0.4817

0.2272 1753 0.1929 18414 *** 0.2847 0.2611

Electronics 0.4581 -00825 **+* 0.3756 01890 *** 0.5646 0.4820

0.4471 -00790 **+* 0.3681 01714 = 0.5395 0.4616

0.1567 1414 0.1435 33096 *** 0.2144 0.1992

Automobile 0.7632 -02436 *** 0.5196 02932 *** 0.8128 0.7112

0.7045 -02105 **+* 0.4940 02353 *** 0.7292 0.6526

0.3155 3970 ** 0.2536 22.765 0.4441 0.3864

Trans. Vehicle 0.5707 -02230 *** 0.3477 0.3637 0.7114 0.5655

0.5362 -0.2355 ** 0.3007 02746 *** 0.5753 0.4853

0.2208 2441 0.2027 15574 0.4989 0.3982

Precision M. 0.5298 -0.1180 *** 04118 0.2232 0.6350 0.5383

0.4820 -00731 ** 0.4089 01813 *** 0.5902 0.4972

0.1928 3205 * 0.1648 23.690 0.3362 0.2737

Shipbuilding 0.4510 -0.1447 0.3063 01918 *** 0.4981 04221

0.6432 -04761 2 0.1671 02175 *** 0.3846 0.4062

0.6741 9710 *** 0.2680 0.450 0.3495 0.4644

Misc. 0.5158 -01597 ** 0.3561 0.3761 0.7322 0.5984

0.5289 -01869 *** 0.3419 02961 *** 0.6381 0.5289

0.1795 2214 0.1502 39431 04293 0.3822

All 0.5631 -01983 *** 0.3648 03313 *** 0.6961 0.5664

0.5396 -02001 *** 0.3395 02603 *** 0.5998 0.5033

0.2041 93003 *** 0.1901 437523 ** 0.4636 0.3890
P is stock Price. OP is operating profits per share. Ol is ordinary income (earnings before taxes, special items and extraordinary
items) per share. NI is net income per share. BVE is book value of equity per share.  Subscript t denotes the fiscal year.  In each
period, the numbers represent as follows: top = mean, middle = median, bottom =st. dev. “II - I’ and “III - 11" present the difference

between periods, except for the bottom (st. dev.).  As to st. dev., numbers between periods represent F value.  Those differences are
tested t test, Wilcoxon test, F test, respectively.

* Significant at the 0.10 level (two tailed).

** Significant at the 0.05 level (two tailed).
*** Significant at the 0.01 level (two tailed).
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Table2 Descriptive Statistics (continued)

Panel F: Ranking

@) @ ©) ) ©) ©)
Period | Period I Period 11 O+2)+(3) Full (4)+(6)

Industry 1979- 1985 1986 - 1992 1993 - 2000 Total 1 1979 - 2000 Total
Fishery 2 17 6 8 9 9
Mining 17 15 13 18 15 16
Food 6 3 2 4 3
Fiber & Textile 14 16 14 17 15
Paper & Pulp 10 8 8
Chemical 13 6 4
Pharma. 5 11 1 2 2
Rubber 16 11 13 14 13
Ceramics & Glass 9
Steel 18
Metal 10 10 6
Machinery 14 12 14 16 13 14
Electronics 9 10 11 11 8 10
Automobile 1 2 4 1 1 1
Trans. Vehicle 12 13 17 17 16 16
Precision M. 4 16 15 12 9 1
Shipbuilding 18 18 2 15 18 16
Muisc. 15 4 7 10 12 12

Rank in each period and full period (in (1), (2), (3) and (5) above) is calculated by averaging the rank of OP /P, Ol / P and NI / P,
which is performance measured by eamings to the stock price at the beginning of the year.  Total rank in (4) and (6) is the mean rank as

depicted.
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Table3 Value relevance of earnings

Panel A: OP Period I: 1979 - 1985 Period 11: 1986 - 1992 Period 111: 1993 - 2000 Full: 1979 - 2000
Industry OP Adj. R? OP Adj. R? OP Adj. R? OP Adj. R?
Fishery 0.9641 0.8984 -1.1858 0.3162 0.4287 0.3642 0.5285 0.3892
(20.69) (-0.285) (1.285) (1.641)
[0.000] [0.779] [0.205] [0.106]

Mining -0.5158 0.3897 2.3692 0.6245 -1.4996 0.2496 -0.6139 04032
(-1.283) (1.238) (-0.854) (-1.273)
[0.208] [0.223] [0.397] [0.205]

Food 0.3291 0.3294 1.8994 0.2916 2.0808 0.3930 1.2406 0.3520
(1.034) (1.344) (7.092) (4.339)
[0.303] [0.181] [0.000] [0.000]

Fiber & Textile 15121 0.3767 0.1331 0.2411 0.5187 0.4200 1.0064 0.3935
(4.401) (0.107) (3.235) 4.782)
[0.000] [0.915] [0.001] [0.000]

Paper & Pulp 04114 04294 -0.1498 0.3871 1.2093 0.5164 0.5453 0.4388
(1.693) (-0.331) (4.149) (2.855)
[0.095] [0.742] [0.000] [0.005]

Chemical 1.5030 0.5180 1.4769 0.4844 2.3023 0.3826 1.7064 04724
(6.378) (3.264) (5.000) (8.638)
[0.000] [0.001] [0.000] [0.000]

Pharma. 13871 0.2089 3.6957 0.4393 15939 0.2680 1.7878 0.3030
(1482) (5.199) (2513) (3642)
[0.142] [0.000] [0.013] [0.000]

Rubber 0.4619 0.4248 -05617 0.2716 -0.1143 0.3045 0.2760 0.3654
(2417) (-0.403) (-0.231) (1.313)
[0.019] [0.688] [0.818] [0.190]

Ceramics & Glass 15376 0.3978 2.3644 0.4053 0.9542 0.3399 1.4096 0.4332
(3431) (4.230) (3392 (5.213)
[0.001] [0.000] [0.001] [0.000]

Steel 0.8523 0.3805 2.1642 0.4409 0.6019 0.2984 0.9300 0.4291
(4.324) (3912 (2.610) (5.906)
[0.000] [0.000] [0.009] [0.000]
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Table 3 Value relevance of earnings (continued)

Period I: 1979 - 1985 Period 1I: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry OP Adj.R2 OP Adj.R2 OoP Adj. R2 OP Adj. R2

Metal 21673 0.3079 38411 0.4696 0.5995 0.2791 1.7709 0.3675
4.712) (7.344) (2.659) 6.179)
[0.000] [0.000] [0.008] [0.000]

Machinery 15163 0.2259 1.0591 0.3098 0.8195 0.3868 1.0868 0.3318
(2.574) (1.303) (4.030) (3674)
[0.011] [0.194] [0.000] [0.000]

Electronics 0.8126 0.4036 1.0668 0.4479 2.3521 0.2265 1.4080 0.3334
(1.759) (0.744) (3494) (3.628)
[0.080] [0.458] [0.001] [0.000]

Automobile 1.7944 0.3581 21670 0.4594 0.8311 0.1058 1.2483 0.2715
(4.716) (3.028) (1.754) (3.275)
[0.000] [0.003] [0.080] [0.001]

Trans. Vehicle 0.9440 0.2569 1.3896 0.5008 0.6169 0.5889 0.8243 05297
(4.157) (1121) (2.344) (3.738)
[0.000] [0.266] [0.021] [0.000]

Precision M. 4.1667 05313 35574 0.4544 24051 0.2252 3.4054 04223
(6.041) (3.258) (3811) (7.217)
[0.000] [0.001] [0.000] [0.000]

Shipbuilding 0.1309 0.0916 0.1489 0.4147 11148 0.6786 0.1505 05218
(1.587) (0.293) (2.592) (1.854)
[0.120] [0.771] [0.013] [0.066]

Misc. 0.5621 0.3208 1.8724 05152 1.0242 0.1797 0.9205 0.2427
(2.520) (2.790) (2.219) (3.560)
[0.014] [0.006] [0.027] [0.000]

All 0.7838 0.2314 1.7282 0.3357 0.9590 0.2553 0.9198 0.2865
(5.990) (6.354) (8.723) (9.289)
[0.000] [0.000] [0.000] [0.000]

56



Table 3 Value relevance of earnings (continued)

Panel B: Ol Period I: 1979 - 1985 Period 11: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry ol Adj. R? ol Adj. R? ol Adj. R? ol Adj. R?
Fishery 1.7532 0.6740 0.7409 0.3155 0.4555 0.3627 0.6088 0.3877
(2.125) (0.875) (1.182) (1.819)
[0.078] [0.395] [0.243] [0.073]

Mining -1.3500 0.3983 15812 0.6229 -0.1317 0.2229 -0.3974 0.3954
(-1.719) (1.855) (-0.139) (-0.665)
[0.095] [0.071] [0.890] [0.507]

Food 0.2609 0.3287 1.8783 0.2932 1.8359 0.3921 10735 0.3513
(1.102) (1.849) (6.574) (4.981)
[0.272] [0.066] [0.000] [0.000]

Fiber & Textile 1.4148 0.3273 1.0898 0.2494 0.4510 04171 0.8995 0.3841
(3537) (1.165) (2.186) (3.882)
[0.001] [0.246] [0.030] [0.000]

Paper & Pulp 0.1302 0.3707 -0.0522 0.3868 0.8997 0.4895 0.2804 0.4290
(0.620) (-0.213) (3425) (1.578)
[0.538] [0.832] [0.001] [0.116]

Chemical 0.8651 0.4182 2.3822 0.4939 1.6778 0.3495 1.2797 04311
(2.082) (4.280) (4.387) (4.387)
[0.039] [0.000] [0.000] [0.000]

Pharma. 0.7259 0.1959 40423 0.4769 1.7098 0.2764 16104 0.3012
(0.659) (6.815) (2.579) (2.925)
[0.511] [0.000] [0.011] [0.004]

Rubber 0.1688 0.3711 -0.1668 0.2690 -0.1001 0.3044 0.0810 0.3615
(0.757) (-0.135) (-0.237) (0.385)
[0.453] [0.893] [0.813] [0.701]

Ceramics & Glass 1.9794 0.3955 2.6492 0.3939 0.9158 0.3349 15414 0.4258
(3.300) (2.630) (2.883) (4.745)
[0.001] [0.009] [0.004] [0.000]

Steel 0.8313 0.3519 2.3085 0.4344 0.4641 0.2931 0.8486 0.4168
(3.048) (3.036) (2.744) (4.678)
[0.003] [0.003] [0.006] [0.000]
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Table 3 Value relevance of earnings (continued)

Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry ol Adj. R2 ol Adj. R2 ol Adj. R? ol Adj. R2

Metal 05543 0.1288 36705 04621 06317 0.2849 08958 0.3012
(L742) (8.5540) (4.125) 4.754)
[0.083] [0.000] [0.000] [0.000]

Machinery 1.1894 0.2076 04084 0.2978 09261 0.3939 0.9091 03232
(2.052) (0522) (4.028) (3.044)
[0.042] [0.603] [0.000] [0.002]

Electronics 1.2009 04073 0.7489 0.4450 24312 0.2293 1.7477 03371
(L556) (0531) (3.962) (3.714)
[0.121] [0.596] [0.000] [0.000]

Automobile 1.2440 03028 1.3161 04531 1.2176 0.1166 1.2493 02718
(3.182) (2.137) (2.956) (4.765)
[0.002] [0.034] [0.003] [0.000]

Trans. Vehicle 1.6097 0.2344 4,0808 05270 06417 05881 09845 05257
(2.737) (2.445) (2.436) (3.167)
[0.008] [0.017] [0.016] [0.002]

Precision M. 43199 04848 2.9052 04327 2.1061 02194 3.0504 03921
(5.349) (3.003) (3879) (6.516)
[0.000] [0.003] [0.000] [0.000]

Shipbuilding 0.1014 0.0826 01313 04144 1.2884 06754 01148 05196
(1.365) (0.221) (2.487) (1546)
[0.180] [0.826] [0.016] [0.124]

Misc. 12671 0.3824 33105 05447 0.8625 01795 1.0540 0.2475
(4.280) (2.963) (2622) (3424)
[0.000] [0.004] [0.009] [0.001]

All 05160 0.1977 16368 03321 09121 0.2546 0.7254 02736
(3.974) (5.701) (1043) (6.692)
[0.000] [0.000] [0.000] [0.000]
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Table 3 Value relevance of earnings (continued)

Panel C: NI Period I: 1979 - 1985 Period 11: 1986 - 1992 Period 111: 1993 - 2000 Full: 1979 - 2000
Industry NI Ad;. R? NI Ad;. R? NI Ad. R? NI Ad. R?
Fishery -46511 0.7488 1.4333 0.3199 04131 0.3624 0.5497 0.3872
(-4.331) (1.783) (0.972) (1.377)
[0.005] [0.095] [0.336] [0.173]

Mining -1.8693 0.3917 0.6052 0.6106 -1.3243 0.4103 -1.2308 0.4621
(-1.770) (1.827) (-1.377) (-1.380)
[0.086] [0.075] [0.174] [0.170]

Food 0.1456 0.3251 2.7953 0.2918 1.3585 0.3862 1.2342 0.3535
(0.349) (1.342) (4.304) (4.668)
[0.727] [0.181] [0.000] [0.000]

Fiber & Textile 15528 0.3546 0.3618 0.2456 0.3932 0.4242 0.6703 0.3841
(6.789) (1.435) (3.951) (3.849)
[0.000] [0.153] [0.000] [0.000]

Paper & Pulp 0.0155 0.3616 -0.1087 0.3870 0.1412 0.4653 0.0803 0.4270
(0.236) (-0.648) (4.634) (1.634)
[0.814] [0.518] [0.000] [0.103]

Chemical 1.6458 0.4256 2.1982 0.4756 0.8546 0.3162 1.1538 04174
(2.963) (2.792) (4.159) (5.391)
[0.003] [0.006] [0.000] [0.000]

Pharma. 0.7590 0.1914 9.0496 0.4691 0.6074 0.2626 0.7092 0.2860
(0.278) (6.386) (2.153) (2.285)
[0.781] [0.000] [0.032] [0.023]

Rubber 0.6827 04211 -0.7539 0.2712 0.4698 0.3381 0.4883 0.3732
(3.040) (-0.498) (3.208) (3458)
[0.004] [0.620] [0.002] [0.001]

Ceramics & Glass 3.7195 0.4041 1.1440 0.3707 1.4525 0.3595 1.9985 0.4247
(3.290) (0.892) (3.959) (4.756)
[0.001] [0.374] [0.000] [0.000]

Steel 0.6362 0.3287 41019 0.4307 -0.0370 0.2817 0.2901 0.3993
(2.215) (3.554) (-0.158) (1.521)
[0.028] [0.000] [0.874] [0.129]
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Table 3 Value relevance of earnings (continued)

Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry NI Adj. R2 NI Adj. R2 NI Adj. R? NI Adj. R2

Metal 05414 0.1206 6.6940 04358 05793 0.3098 06910 0.2953
(0.990) (4.664) (5.272) (4.595)
[0.323] [0.000] [0.000] [0.000]

Machinery 16136 0.2483 0.7355 0.2981 04313 0.3763 0.7220 03227
(2.075) (0699) (2.286) (2.555)
[0.039] [0.486] [0.023] [0.011]

Electronics 2.2654 04095 2,0010 04475 1.8282 02133 19112 03335
(1907) (0.565) (4.094) (4.463)
[0.058] [0573] [0.000] [0.000]

Automobile 1.9202 02701 05372 04343 1.0823 01413 0.9882 0.2688
(2.334) (1832) (3331) (3.5580)
[0.021] [0.068] [0.001] [0.000]

Trans. \ehicle 1.3149 0.2186 4,9854 0.5007 0.6081 0.5855 0.7803 05178
(2.213) (L421) (2017) (2.363)
[0.031] [0.160] [0.046] [0.019]

Precision M. 45889 0.3994 1.9377 0.3874 1.1626 01928 1.6890 03283
(2802) (1.749) (3216) (4.424)
[0.006] [0.083] [0.002] [0.000]

Shipbuilding 0.0088 0.0485 12144 04454 05927 06281 0.0495 05142
(0.055) 2.477) (L054) (0317)
[0.956] [0.017] [0.207] [0.752]

Misc. 2.4600 0.3824 24347 04939 08238 01795 0.9658 0.2408
(6470) (1.649) (3561) (3891)
[0.000] [0.102] [0.000] [0.000]

All 03411 0.1852 1.0612 0.3159 0.3987 0.2433 04181 0.2639
(2.303) (3.198) (4.070) 4.719)
[0.021] [0.001] [0.000] [0.000]
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Table 3 Value relevance of earnings (continued)

Panel D OP ol NI

Industry | Il [} H | I i H I [ i H

Fishery e b,c * b,c e * c

Mining * * c * * c

Food ok @,b * ok a falaie @,b

Fiber & Textile ok ok b ok o b haigied haigied b

Paper & Pulp * faiaie b faiaie @,b faiaie @,b

Chemical halaied ok ok ** ok ok ok ki Hoxk

Pharma. Hokk ** a ok o a il ** a

Rubber *x b,c ok ok b

Ceramics & Glass ok ok ok ok ok ok ok ok b

Steel ok ok ok faiaie ok ok ** il c

Metal ok ok ok * ok ok ki ki

Machinery il Hokk b *x e b il el b

Electronics * faiaie b faiaie @,b o Hx b

Automobile ok ok * ok e ok e * ok

Trans. Vehicle ok e b ok *ox *ox *ox e b

Precision M. ok ok ok ok ok ok haigied * haigied

Shipbuilding wx @,b ** @,b **

Misc. o ok o ki ok ok ok ok b
All ok ok ok ok ok ok il ok ok
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Panels A to C are the results of OLS estimation by the following equation: P, = ¢ + X, + Z 7;D; +Uy- P is stock price. X is eamnings per share. Operating profits, Ordinary Income and Net Income

are substituted into X respectively. Dj = fiscal-year dummy. The numbers in each cell represent as follows.  Top = coefficients, (middle) = t- value using heteroscedasticity-consistent covariance matrix (White’s
t), [Bottom] = p- value.

Panel D represents the significance level of coefficients on eamings, i.e. 4 in above equation.

* Significant at the 0.10 level (two tailed).

** Significant at the 0.05 level (two tailed).

*** Significant at the 0.01 level (two tailed).
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Table4 Distribution of loss - firms

Panel A: OP Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry RATIO dif. RATIO dif. RATIO dif. RATIO dif.
Fishery 0.000 -0.048 0.348 0301 *** 0.241 0111 ** 0.231 0145 ***
Mining 0.048 0.000 0.021 -0.029 0.063 -0070 * 0.045 -0042 =
Food 0.029 -0.021 0.030 -0.021 0.055 -0.081 *** 0.041 -0.049 ***
Fiber & Textile 0.181 0140 *** 0.077 0030 = 0.224 0101 *** 0.176 0096 ***
Paper & Pulp 0.038 -0.010 0.076 0.028 0.111 -0.021 0.085 -0.003
Chemical 0.000 -0.053 *** 0.008 -0.045 0.061 -0076 *** 0.030 -0.063 ***
Pharma. 0.020 -0.030 0.023 -0.028 0.017 -0121 *** 0.019 -0072 ***
Rubber 0.148 0102 *** 0.137 0090 *** 0.108 -0.023 0.126 0040 **
Ceramics & Glass 0.008 -0042 ** 0.012 -0040 ** 0.147 0.017 0.074 -0.014
Steel 0.063 0.017 0.061 0.013 0.263 0144 *** 0.150 0069 ***
Metal 0.033 -0.017 0.014 -0.039 **=* 0.092 -0042 ** 0.054 -0.036 ***
Machinery 0.059 0.012 0.073 0026 = 0.153 0.025 0.106 0020 **
Electronics 0.026 -0.025 0.021 -0031 ** 0.144 0.014 0.078 -0.010
Automobile 0.005 -0047  Fx* 0.025 -0027 * 0.091 -0.043 ** 0.051 -0040 ***
Trans. Vehicle 0.044 -0.004 0.061 0.012 0.200 0071 ** 0.119 0032 =
Precision M. 0.032 -0.017 0.070 0.022 0.193 0065 *** 0.112 0026 **
Shipbuilding 0.286 0243 *** 0.327 0282 *** 0.143 0.012 0.247 0162 ***
Misc. 0.075 0.028 0.030 -0.021 0.077 -0.057 *** 0.064 -0025 =

Total 0.048 0.050 0.131 0.087
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Table4 Distribution of loss - firms (continued)

Panel B: Ol Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry RATIO dif. RATIO dif. RATIO dif. RATIO dif.
Fishery 0.000 -0.096 0.435 0379 *** 0.241 0108 ** 0.253 0151 ***
Mining 0.119 0.024 0.063 0.003 0.156 0.023 0.117 0.014
Food 0.014 -0.087 **=* 0.012 -0.050 **=* 0.051 -0.088 *** 0.030 -0.077 ***
Fiber & Textile 0.219 0129 *** 0.071 0.013 0.198 0069 *** 0.167 0068 ***
Paper & Pulp 0.139 0.045 0.095 0.037 0.175 0043 = 0.144 0042 ***
Chemical 0.080 -0.018 0.021 -0042 A 0.085 -0.054 = 0.064 -0042 =+
Pharma. 0.029 -0.070 0.023 -0038 = 0.017 -0124 *** 0.021 -0.086 ***
Rubber 0.230 0138 *** 0.137 0080 *** 0.142 0.008 0.161 0060 ***
Ceramics & Glass 0.079 -0.018 0.036 -0.024 0.127 -0.007 0.089 -0.015
Steel 0.167 0080 *** 0.107 0.052 *** 0311 0.193 *** 0.212 0120 ***
Metal 0.164 0074 *** 0.041 -0.019 0.095 -0042 ** 0.096 -0.007
Machinery 0.098 0.002 0.065 0.006 0.134 0.000 0.104 0.002
Electronics 0.036 -0.066 **=* 0.021 -0.042 *= 0.102 -0035 = 0.062 -0.045 ***
Automobile 0.005 -0099 *** 0.030 -0032 ** 0.086 -0.053 *** 0.049 -0059 ***
Trans. Vehicle 0.015 -0084 ** 0.049 -0.011 0.200 0.068 0.107 0.005
Precision M. 0.016 -0.085 *** 0.092 0034 = 0.193 0062 *** 0.114 0.012
Shipbuilding 0.347 0257 *** 0.327 0272 *** 0.107 -0.027 0.253 0153 ***
Misc. 0.134 0.040 0.022 -0039 = 0.102 -0034 * 0.085 -0.019

Total 0.096 0.059 0.134 0.103
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Table4 Distribution of loss - firms (continued)

Panel C: NI Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry RATIO dif. RATIO dif. RATIO dif. RATIO dif.
Fishery 0.000 -0.078 0.348 0302 *** 0.315 0139 *** 0.275 0162 ***
Mining 0.024 -0.055 0.083 0.035 0.188 0.010 0.110 -0.004
Food 0.014 -0.068 **=* 0.006 -0.045 *+=* 0.110 -0072 *** 0.055 -0.063 ***
Fiber & Textile 0.162 0089 *** 0.054 0.005 0.245 0073 *** 0.178 0.068
Paper & Pulp 0.114 0.038 0.067 0.019 0.193 0.016 0.138 0.024
Chemical 0.040 -0042 ** 0.017 -0035 ** 0.120 -0.063 *** 0.068 -0.051 ***
Pharma. 0.039 -0.040 0.008 -0043 ** 0.050 -0135 *** 0.036 -0.083 ***
Rubber 0.148 0072 ** 0.096 0.049 0.200 0.023 0.157 0.044
Ceramics & Glass 0.063 -0.015 0.042 -0.007 0.155 -0.024 0.100 -0.016
Steel 0.145 0076 *** 0.086 0041 *** 0.333 0170 *** 0.209 0104 ***
Metal 0.115 0041 ** 0.060 0.012 0.159 -0.020 0.118 0.004
Machinery 0.064 -0.015 0.041 -0.009 0.184 0.006 0.110 -0.005
Electronics 0.026 -0.057 **=* 0.013 -0039 *** 0.163 -0.016 0.084 -0.033 ***
Automobile 0.005 -0079 *** 0.017 -0035 ** 0.131 -0050 ** 0.066 -0.053 ***
Trans. Vehicle 0.015 -0065 ** 0.049 0.000 0.208 0031 0.111 -0.004
Precision M. 0.040 -0040 = 0.063 0.016 0.254 0080 *** 0.138 0.024
Shipbuilding 0.327 0255 *** 0.306 0262 *** 0.143 -0.035 0.253 0141 ***
Misc. 0.119 0.044 0.030 -0.020 0.144 -0.036 0.109 -0.006
Total 0.074 0.049 0.178 0.115

RATIO is the rate of loss firms to sample firms.  dif. represents the results of chi-square test whether, given the ratio of other industries, the ratio of its industry is significantly higher (lower).
* Significant at the 0.10 level (two tailed).

** Significant at the 0.05 level (two tailed).

*** Significant at the 0.01 level (two tailed).
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Table5 Value relevance of positive and negative earnings

Panel A Period I: 1979 - 1985 Period 11: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000

Industry OoP D OP Adj. R? OP D, OP Adj. R? oP D _OP Adj. R? OoP D, OP Adj. R?

Fishery -0.2473 -2.7730 0.2692 0.2594 1.2596 0.3508 0.6920 -1.6899 0.3814
(-0.092) (-0.393) (0.343) (0.301) (2173) (-0.406)
[0.928] [0.700] [0.733] [0.765] [0.033] [0.686]

Mining -15707 2.0820 0.3971 2.0891 112.67 0.6177 -1.1146 -23.623 0.2572 -1.2641 15998 0.4067
(-1.384) (1.214) (1.000) (1.249) (-0.770) (-0.729) (-1.350) (1.163)
[0.176] [0.233] [0.323] [0.219] [0.444] [0.469] [0.180] [0.247]

Food 0.3201 0.1795 0.3243 15764 6.4139 0.2888 2.1520 -0.3990 0.3907 1.1204 1.1862 0.3514
(0.889) (0.099) (0.916) (0.920) (4.743) (-0.390) (3162 (1142
[0.376] [0.922] [0.361] [0.359] [0.000] [0.697] [0.002] [0.254]

Fiber & 2.0205 -2.8913 0.3965 1.8047 -4.2216 0.2492 1.2838 -1.0799 0.4255 1.8073 -1.9076 04115
Textile (4.499) (-2.546) (1.109) (-1.925) (3.218) (-2.159) (5.140) (-4.071)
[0.000] [0.013] [0.269] [0.056] [0.001] [0.032] [0.000] [0.000]

Paper & 0.7640 -1.2431 0.4960 -0.7161 1.1593 0.3825 1.4006 - 0.6465 0.5154 0.8377 -0.9086 0.4420
Pulp (4.015) (-3.894) (-0.444) (0475) (3.257) (-0.954) (3.798) (-2122)
[0.000] [0.000] [0.658] [0.636] [0.001] [0.342] [0.000] [0.035]

Chemical 1.5065 -6.6331 04825 26817 -2.7530 0.3886 1.7475 -1.2630 04724
(3.230) (-1520) (4.745) (-2522) (8.439) (-1.756)
[0.001] [0.130] [0.000] [0.012] [0.000] [0.079]

Pharma. 12141 7.8551 0.2028 3.6447 0.6358 0.4346 1.7090 -09710 0.2651 1.7801 0.1054 0.3014
(1.174) (1.110) (4.249) (0.256) (2.168) (-0.369) (3.127) (0.046)
[0.243] [0.270] [0.000] [0.798] [0.031] [0.712] [0.002] [0.963]

Rubber 0.6569 -0.9315 04332 -0.2110 -4.8733 0.2635 1.1764 -3.8429 0.3712 0.6105 -1.5406 0.3733
(2.930) (-1.594) (-0.143) (-0.714) (1.925) (-3.195) fiaiad (2.340) (-2.639)
[0.005] [0.117] [0.887] [0.478] [0.057] [0.002] [0.020] [0.009]

Ceramics 15629 -1.8741 0.3932 2.0165 53.092 04163 09131 0.1460 0.3373 1.4855 -0.6887 04327
& Glass (3.355) (-1.320) (3.694) (5.446) (2.268) (0.185) (4.697) (-0.978)
[0.001] [0.189] [0.000] [0.000] [0.024] [0.853] [0.000] [0.329]

Steel 0.9842 -1.5491 0.3859 2.6957 -5.6574 0.4500 2.0301 -2.2726 0.3224 1.2532 -15111 0.4376
(4.324) (-2.558) (4.888) (-2.025) (3.400) (-3.248) (6.027) (-4.973)
[0.000] [0.011] [0.000] [0.044] [0.001] [0.001] [0.000] [0.000]
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Table5 Value relevance of positive and negative earnings (continued)

Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000

Industry oP D, OP Adj. R? oP D, OP Adj. R? oP D, OP Adj. R2 oP D, OP Adj. R?

Metal 2.4962 -6.2476 0.3427 3.9965 -3.7756 04700 0.1002 1.0726 0.2844 2.1341 -1.7958 03775
(5.467) (-7.237) ok (7.326) (-2.941) (0212) (L612) (6.367) (-3.008)
[0.000] [0.000] [0.000] [0.004] [0.833] [0.108] [0.000] [0.003]

Machinery 15752 -05170 02222 5.2368 -6.3707 0.3780 1.3104 -09415 0.3914 2.0483 -22125 0.3493
(2.029) (-0.241) (3643) (-3.947) * (4.320) (-2.287) (4.437) (-3.775)
[0.044] [0.810] [0.000] [0.000] [0.000] [0.023] [0.000] [0.000]

Electronics ~ 1.4047 -2.7790 04177 36892 -7.2052 04827 39210 - 42443 0.2431 2.3643 -3.3554 0.3470
(3.767) (- 1.505) (3609) (-4.793) ok (5.290) (-3414) (6.176) (-3509)
[0.000] [0.134] [0.000] [0.000] [0.000] [0.001] [0.000] [0.000]

Automobile 17497 17.484 0.3564 2.7307 -3.8074 04647 0.9830 -05334 01041 1.4950 -1.2061 0.2742
(4.568) (2.850) (3408) (-2.763) (1.269) (-0.461) (2.836) (- 1.570)
[0.000] [0.005] [0.001] [0.006] [0.205] [0.645] [0.005] [0.117]

Trans. 0.9581 -1.3688 0.2445 32174 -6.0079 05357 14125 -1.2052 0.5946 1.3207 -1.3033 05370
Vehicle 4.042) (-0452) (3202) (-4.357) (2.623) (- 1.766) (5427) (-3.008)
[0.000] [0.653] [0.002] [0.000] [0.010] [0.080] [0.000] [0.002]

Precision M. 4.3306 -11.040 05296 5.2002 -8.2799 04852 47424 -43333 0.2498 4.4186 -41886 04442
(5.862) (-1.034) (3.915) (-3217) (2.926) (-2.024) (7.592) (-4.328)
[0.000] [0.303] [0.000] [0.002] [0.004] [0.044] [0.000] [0.000]

Ship- 0.3202 -03117 0.1196 -0.2307 0.7842 04038 0.9482 09416 06740 0.3252 -0.2044 05248
building 4.710) (- 1.944) (-0.308) (0817) (1628) (0.650) (3.909) (- 1.826)
[0.000] [0.059] [0.760] [0.419] [0.110] [0519] [0.000] [0.070]

Misc. 05412 03136 0.3007 2.2654 -6.9264 05276 0.9868 0.1350 01767 0.9040 0.0960 02411
(2.189) (0.349) (3.229) (-3418) (1439) (0.149) (2.768) (0.195)
[0.033] [0.728] [0.002] [0.001] [0.151] [0.881] [0.006] [0.846]

Al 1.2427 - 16307 0.2632 2.7978 -3.9000 0.3544 1.3407 -0.8747 0.2583 1.3823 -1.4691 0.2982
(8.964) (-6.359) ook (8.921) (-7.377) ok (5.437) (-2.674) ook (11.30) (-8.300)
[0.000] [0.000] [0.000] [0.000] [0.000] [0.008] [0.000] [0.000]
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Table5 Value relevance of positive and negative earnings (continued)

Panel B Period I: 1979 - 1985 Period 11: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry Ol D, Ol Adj. R? ol D Ol Adj. R? ol D, Ol Adj. R? ol D Ol Adj. R?
Fishery -0.1227 5.3886 0.2768 0.4306 0.2314 0.3482 0.2969 2.7736 0.3814
(-0.202) (1.479) (0.762) (0.074) (0.745) (1.114)
[0.843] [0.161] [0.450] [0.942] [0.459] [0.269]
Mining -2.2969 2.2770 0.3902 2.0955 -0.9518 0.6140 - 26930 3.7412 0.2353 -1.9485 2.7325 04043
(-1.876) (1.283) (0.839) (-0.291) (-0.736) (0.845) (-1.368) (1473)
[0.069] [0.208] [0.407] [0.772] [0.465] [0.402] [0.174] [0.143]
Food 0.3028 -0.5750 0.3243 1.6997 6.6114 0.2898 2.2589 -1.3816 0.3937 1.0725 0.0064 0.3501
(1.126) (-1.078) (1.466) (0.980) (4.818) (-1.758) (3918) (0.010)
[0.262] [0.283] [0.145] [0.329] [0.000] [0.080] [0.000] [0.992]
Fiber & 2.4635 -2.8628 0.3617 2.3914 -3.0230 0.2547 1.5609 -1.5785 04332 21771 -2.3533 0.4086
Textile (4.567) (-3.273) (1.636) (-1.442) (4.553) (-3559) (5.887) (-5.063)
[0.000] [0.001] [0.104] [0.151] [0.000] [0.000] [0.000] [0.000]
Paper & 0.9490 -1.1796 0.4468 -0.4900 0.6223 0.3810 1.0680 -0.3371 04871 0.8930 -0.9430 0.4339
Pulp (3.398) (-3.714) (-0.287) (0.293) (2.043) (-0479) (2.964) (-2421)
[0.001] [0.000] [0.774] [0.770] [0.043] [0.633] [0.003] [0.016]
Chemical 2.3741 - 3.6683 0.4623 24757 -2.5699 0.4920 2.8270 -2.8218 0.3678 25417 -3.3383 04543
(3.635) (-3.148) el (3.756) (-0.687) (4.019) (-2.763) (6.243) (-4.738) *
[0.000] [0.002] [0.000] [0.493] [0.000] [0.006] [0.000] [0.000]
Pharma. 0.6860 16771 0.1874 4.3003 -2.3091 04743 1.9712 -1.9471 0.2755 1.6680 -0.6706 0.2998
(0.546) (0.143) (5.911) (-1.242) (2.367) (-0.851) (2538) (-0.322)
[0.586] [0.887] [0.000] [0.217] [0.019] [0.396] [0.012] [0.747]
Rubber 0.4826 -0.4486 0.3624 0.2445 -1.1887 0.2587 1.3873 -3.0438 0.3602 0.6888 -0.9755 0.3634
(0.900) (-0.660) (0.128) (-0.484) (2.135) (-2962) fiaiad (1.340) (-1.481)
[0.372] [0512] [0.899] [0.630] [0.035] [0.004] [0.182] [0.140]
Ceramics 25197 -2.2695 0.4006 3.9227 -10.989 0.4086 0.8211 0.2489 0.3324 1.9818 -1.4975 0.4285
& Glass (3.290) (-1.974) (4.291) (-4.796) (1539) (0.262) (4.263) (-2.024)
[0.001] [0.051] [0.000] [0.000] [0.125] [0.794] [0.000] [0.043]
Steel 13710 -1.6108 0.3691 3.8055 -5.7933 04571 1.7679 -1.8328 0.3061 1.7987 -2.0457 04339
(3.306) (-2.869) (5.353) (-3.480) (2.946) (-2575) (5.064) (-4575)
[0.001] [0.005] [0.000] [0.001] [0.003] [0.010] [0.000] [0.000]
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Table5 Value relevance of positive and negative earnings (continued)

Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry ol D, Ol Adj. R? ol D, Ol Adj. R? ol D, Ol Adj. R2 ol D, Ol Adj. R?
Metal 15176 -2.6405 0.1533 3.9544 -31515 04643 0.1198 0.8831 0.2886 14755 -1.3593 0.3085
(2.860) (-2.947) (8.569) (- 2.965) (0.257) (1382) (4.289) (-2.339)
[0.005] [0.004] [0.000] [0.003] [0.798] [0.168] [0.000] [0.020]
Machinery ~ 1.4479 -1.0900 0.2060 37382 -5.3952 0.3412 1.8352 - 15861 0.4087 1.9938 -23341 0.3408
(1537) (-0548) (2.400) (-2913) ok (5.325) (- 3651) (3849) (- 3529)
[0.126] [0.584] [0.017] [0.004] [0.000] [0.000] [0.000] [0.000]
Electronics ~ 2.8585 -5.7550 04424 35527 -7.3020 04760 45188 -4.9638 0.2530 35914 -5.0683 03614
(4.709) (- 2.265) ok (3423) (-4530) ok (6.761) (- 4.050) (8.539) (-5.180) ok
[0.000] [0.025] [0.001] [0.000] [0.000] [0.000] [0.000] [0.000]
Automobile 11870 15908 03034 3.2436 -32422 04801 1.8302 - 15342 0.1204 17183 -14726 0.2782
(3037) (3.952) (4.076) (-3677) (2.341) (-1378) (4.953) (-3.180)
[0.003] [0.000] [0.000] [0.000] [0.020] [0.169] [0.000] [0.002]
Trans. 1.6860 -15236 0.2223 27378 18.004 05342 15111 -1.1593 05904 2.0368 -1.7284 05322
Vehicle (2.641) (-0.995) (L454) (2.049) (2.068) (-1.330) (3.869) (- 2.640)
[0.011] [0.324] [0.150] [0.044] [0.041] [0.186] [0.000] [0.009]
Precision M. 4.5666 -9.2480 04860 46494 -7.3670 04615 43175 -35677 0.2383 44337 -4,0079 04167
(5.446) (-2542) (3642) (-3.021) (2.554) (- 1.730) (6.723) (- 4.308)
[0.000] [0.012] [0.000] [0.003] [0.011] [0.085] [0.000] [0.000]
Ship- 04256 -0.4048 01344 -0.1171 0.3924 0.4006 09744 1.2054 06727 04338 -0.4039 05270
building (4.605) (-2.971) (-0.120) (0.383) (1.237) (0.820) (3833) (-2.721)
[0.000] [0.005] [0.905] [0.704] [0.222] [0417] [0.000] [0.007]
Misc. 2.0046 - 16683 0.3949 53874 -9.9442 0.6082 2.7087 -2.4910 0.1963 2.8980 -2.7692 02741
(4.160) (- 2.114) (7.348) (-6592) ox (2.524) (- 2.066) (4.504) (-3.707)
[0.000] [0.039] [0.000] [0.000] [0.012] [0.040] [0.000] [0.000]
Al 1.4504 -16714 0.2346 34192 -41278 0.3583 1.7320 -1.3999 0.2625 17219 -1.7896 0.2920
(7.085) (-6527) ok (9.248) (-8.195) ok (8.400) (-5.308) ook (10.42) (-8.851)
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
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Table5 Value relevance of positive and negative earnings (continued)

Panel C Period I: 1979 - 1985 Period 11: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry NI D_NI Adj. R? NI D, NI Adj. R? NI D, NI Adj. R? NI D_ NI Adj. R?
Fishery -2.1955 5.1977 0.2831 0.5979 -0.3976 0.3483 -0.1526 1.3831 0.3803
(-1523) (2.637) (0.728) (-0.297) (-0.278) (1.240)
[0.150] [0.020] [0.470] [0.768] [0.782] [0.219]
Mining -1.8757 0.0121 0.3732 0.9564 -0.4018 0.6007 9.7934 -11.597 0.4890 1.3150 -2.7171 0.4659
(-0.757) (0.004) (0.242) (-0.095) (4.012) (-3.700) ok (0.685) (-1139)
[0.454] [0.996] [0.810] [0.925] [0.000] [0.001] [0.495] [0.259]
Food 0.5458 -1.3599 0.3246 25431 11.916 0.2889 3.9362 -3.2294 04130 2.1847 -1.4294 0.3566
(0.964) (-1.431) (1.170) (1.278) (6.221) (-4.423) *x (3802 (-2.128) *
[0.337] [0.155] [0.244] [0.203] [0.000] [0.000] [0.000] [0.034]
Fiber & 1.7091 -0.7676 0.3514 0.3203 0.2435 0.2412 0.2350 0.2176 04233 0.8606 -0.3884 0.3850
Textile (6.340) (-1.276) (1.728) (0.224) (0.924) (0.701) (2.598) (-0.984)
[0.000] [0.205] [0.086] [0.823] [0.356] [0.484] [0.010] [0.326]
Paper & 0.2464 -0.2999 0.4044 -04481 04792 0.3811 0.1240 0.0537 0.4625 0.1465 -0.1249 04273
Pulp (2.586) (-3.128) (-0.619) (0557) (5.468) (0.631) (4.492) (- 1.860)
[0.012] [0.003] [0.538] [0.579] [0.000] [0.529] [0.000] [0.064]
Chemical 4.0690 -4.0159 0.4534 24222 -7.6210 04747 0.9887 -0.2238 0.3143 1.9459 -1.3890 0.4209
(3569) (-2.996) (2.739) (-1.138) (1.951) (-0.362) (3.037) (-1.852)
[0.000] [0.003] [0.007] [0.256] [0.052] [0.718] [0.002] [0.064]
Pharma. 0.9534 -1.6979 0.1829 8.8630 6.7676 0.4655 3.1191 - 2.8050 0.2743 3.0286 -2.7138 0.2956
(0.314) (-0.162) (5.849) (1.383) (2.297) (-1.859) (2.245) (-1.834)
[0.754] [0.872] [0.000] [0.169] [0.023] [0.064] [0.025] [0.067]
Rubber 1.3784 -0.9784 0.4202 0.8897 -7.3480 0.2828 2.5059 -2.3683 0.3844 15378 -1.3493 0.3788
(1.696) (-1.015) (0.632) (-1.150) (3.159) (-2782) (2.670) (-2.150)
[0.096] [0.315] [0.530] [0.255] [0.002] [0.006] [0.008] [0.033]
Ceramics 5.4395 -4.7021 0.4186 1.9239 - 7.6666 0.3702 20512 -0.7889 0.3580 3.5844 -2.5401 04312
& Glass (2.976) (-1.919) (1.179) (-1.429) (1.537) (-0.499) (3.494) (-2072) o
[0.004] [0.057] [0.240] [0.155] [0.126] [0.618] [0.001] [0.039]
Steel 1.0590 -1.5034 0.3373 49729 -5.8795 04324 0.7739 -0.9187 0.2844 1.2963 -1.5041 0.4101
(2.325) (-2.249) (3.221) (-1.959) (15012) (-1439) (3157) (-2.927)
[0.021] [0.026] [0.001] [0.051] [0.134] [0.151] [0.002] [0.004]
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Table5 Value relevance of positive and negative earnings (continued)

Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry NI D_NI Adj. R? NI D_NI Adj. R? NI D, NI Adj. R2 NI D_NI Adj. R?
Metal 24773 -3,6876 0.1466 10380 -10125 04743 1.3206 -0.8031 03104 2.7614 -2.4194 03127
(2.274) (- 2.560) (8:645) (-6.101) (L785) (- 1.060) (3913) (-3.268) ok
[0.024] [0.011] [0.000] [0.000] [0.075] [0.290] [0.000] [0.001]
Machinery ~ 4.6658 -4.3560 0.3345 53811 -6.8978 03181 40644 -3.9048 04180 45921 44772 0.3707
(2.974) (-2.508) (1.959) (-2.115) (6.249) (-5.711) (4.296) (-3.948)
[0.003] [0.013] [0.051] [0.035] [0.000] [0.000] [0.000] [0.000]
Electronics ~ 5.3564 -6.5022 04343 9.2786 -16.178 04963 50961 - 45368 0.2316 54560 -53230 0.3547
(4.120) (-4.239) (2.397) (-3.253) ok (4579) (-3.701) (6.077) (-5.034)
[0.000] [0.000] [0.017] [0.001] [0.000] [0.000] [0.000] [0.000]
Automobile  1.9497 -1.0966 0.2661 42777 -41813 04597 43974 -3.8092 01672 33474 -2.8216 0.2882
(2.224) (-0532) (2.216) (-2.112) (3.005) (- 2.650) ok (4.535) (-3877) ok
[0.027] [0.596] [0.028] [0.036] [0.003] [0.008] [0.000] [0.000]
Trans. 1.3000 06974 0.2054 75743 -57.155 05219 35568 -32428 06022 2.0358 - 16403 05228
Vehicle (2.129) (0.340) (2.158) (-5.269) * (3.118) (-2.667) (2.939) (-2.116)
[0.038] [0.735] [0.034] [0.000] [0.002] [0.009] [0.004] [0.035]
Precision M.  8.0629 -10024 0.4640 36867 -4.2260 0.3900 6.3536 -5.8261 0.2366 6.7922 -6.4317 0.3869
(5.901) (- 5.457) (1.654) (- 1.405) (3.506) (-3.116) (6492) (- 5598)
[0.000] [0.000] [0.100] [0.162] [0.001] [0.002] [0.000] [0.000]
Ship- 04952 -06291 01924 34933 -24313 04356 27517 -3.0545 0.6540 05349 -0,6249 05336
building 4377) (-2.629) (0.830) (-0.556) (2.055) (-1.934) (4.329) (-2.599)
[0.000] [0.012] [0.412] [0.581] [0.046] [0.059] [0.000] [0.010]
Misc. 25203 -01311 03718 28261 -35023 04952 26303 -2.0956 0.1847 2.7475 -2.1947 0.2509
(2.731) (-0.097) (1487) (-1.230) (1372) (-1022) (2.262) (-1673) *
[0.008] [0.923] [0.139] [0.221] [0.171] [0.308] [0.024] [0.095]
Al 1.1961 -1.2693 0.2102 1.8615 - 15319 03198 04520 -0.0795 02433 0.8472 -0.6453 0.2681
(3416) (-3317) (1809) (- 1.359) (1683) (-0.259) (2.624) (-1.828) ook
[0.001] [0.001] [0.071] [0.174] [0.092] [0.795] [0.009] [0.068]

Panels Ato C are the results of OLS estimation by the following equation: P, =a+pBX, +B,D X, + z 7 Dj +U, - Pisstock price. Xisearnings. Operating profits, Ordinary Income and Net

Income are substituted into X respectively. D, is adummy variable, which is 1 for loss firms and O for others. Dj =fiscal-year dummy. The numbers in each cell represent as follows.  Top = coefficients,

(middle) =t- value using heteroscedasticity- consistent covariance matrix (White’s t), [Bottom] = p- value.
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Table6 Ratio of loss firms in the industry and the value relevance of losses

Panel A: OP (N=54)

Wald chi-sq.
p-value
() Constant OP_RATIO OP/P_MED D, D, Pseudo R?
Coefficients -7.9004 9.3754 44399 4.8561 4.3240 12.78
z (-364) (204 (2949 (311) (3.01) 0.0124
p-value [0.000] [0.041] [0.003] [0.002] [0.003] 0.1454
) Constant OP_RATIO OP/P_AVE D, D,
Coefficients -4.8492 8.5300 21.136 2.7660 2.3814 548
z (-2.34) (151) (1.60) (1.86) (173) 0.2411
p-value [0.019] [0.130] [0.110] [0.063] [0.084] 0.0883
Panel B: Ol (N=54)
) Constant Ol/P_AVE AOIL_ RATIO  AOI/P_AVE
Coefficients -6.1239 -18.668 12522 215.76 12.64
z (-192) (-1.81) (2.00) (342) 0.0055
p-value [0.054] [0.070] [0.045] [0.001] 0.2102
4 Constant Ol_RATIO Ol/P_AVE AOI_RATIO AOIP_AVE
Coefficients -6.5533 -2.9382 - 25.140 14.569 239.6821 12.34
z (-1.96) (-0.56) -171) (1.98) (3.04) 0.0150
p-value [0.050] [0.573] [0.087] [0.048] [0.002] 0.2146
Panel C: NI (N=54)
®) Constant D,
Coefficients -9.96e-17 -1.2528 3.56
z (-0.00) (-1.89) 0.0591
p-value [1.000] [0.059] 0.0551
(6) Constant NI/P_MED ANI_RATIO D,
Coefficients 0.7823 58.498 -6.8932 2.0345 6.53
z (0.36) (1.93) (-157) (2.36) 0.0885
p-value [0.716] [0.054] [0.117] [0.018] 0.1106
Panel D: OP (N=54)
@ Constant Ol_RATIO Ol/P AVE  AOIRATIO  AOIP_AVE
Coefficients -3.9939 -9.4453 -77.177 14.712 208.48 16.15
z (-119) (-1.99) (-2.87) (222) (333) 0.0028
p-value [0.255] [0.047] [0.004] [0.026] [0.001] 0.2770
©®) Constant NI_RATIO NI/P_MED D, D,
Coefficients -5.6769 9.9981 80.516 2.9951 2.0826 6.40
z (-231) (1.86) (1.59) (2.02) (1.59) 0.1714
p-value [0.021] [0.063] [0.112] [0.043] [0.112] 0.0877
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Table6 Ratio of loss firms in the industry and the value relevance of losses (continued)

Panel E: Ol (N=54)

(©)) Constant AOP/P_MED
Coefficients -0.5292 66.480 3.05
z (-174) (L.75) 0.0805
p-value [0.081] [0.081] 0.0677
(10 Constant NI_RATIO NI/P_MED
Coefficients -21735 7.1286 345218 452
z (-231) (2.04) (1.49) 0.1042
p-value [0.021] [0.041] [0.135] 0.0612
Panel F: NI (N=54)
(1 Constant OP/P_MED  AOP_RATIO D,
Coefficients 1.7981 18.820 - 8.2636 1.7801 9.75
z (0.80) (258) (-182) (2:38) 0.0208
p-value [0.425] [0.010] [0.069] [0.017] 0.1429
Al panels represent the results of logit estimation with robust standard error as follows:
n 1 szl) =a+ B RATIO;; + B,PERFORM ; +y,D, +y,D; + & -

The nominal measure 1 is assigned for industry-periods where the coefficients on loss dummy (i.e. B, in the equation of note below
Table 5) are significantly negative at the 0.10 level. The nominal measure O is assigned for others. RATIO is X_RATIO or
AX_RATIO. The former is the ratio of loss firms to samples in the industry-period, as shown in Table 4.  The latter is the ratio of
eamings decreasing firms to samples in the industry-periods (not tabulated). PERFORM is X/P or AX/P. X/P is the rate of
eamings divided by the stock price at the beginning of the year, as shown in Table 2. A X/P is the rate of increase or decrease in
earnings divided by the stock price at the beginning of the year (not tabulated). X is earnings (i.e. operating profits OP, ordinary
income O, netincome NI). A means the changes in the year. _AVE and _MED represent the mean value and the median value
respectively. D, and D, are constant dummies for period Il and 111, respectively.  All p-value is the value by two-tailed test.
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Table 7 Incremental improvement in value relevance of earnings by controlling losses
OP Ol NI
Industry | 1] n | 1l 1] | ] 11
Fishery fakaia * ek *
Mining * * * *
# HiH
Food *kk * F*kk *kk
it it
Fiber & Textile Frx Fokk bkl Hok Fohk Fkk
it it it it it #
Paper & Pulp * Fokk o Sk
HHt it HH Ht i Ht
Chemical ok Fokk Fokk *x okk Fkk — Fokk -
Pharma. Fokk *x Hkk Hok Fkk i
Hitt it it Hi Hith H#H
Rubber ** Kok okk
it # i # Hitt
Ceramics & faiaid Hhk Hokok Hhk Fokk . — ok
Glass Hitt Hitt it Hitt Hit it
Steel *hk Fxk Fkk Hkk Fkk Hkk Kk A
it i Ht i Ht Hitt Ht it
Metal *xk *kk *xk * *k*k *hk *hk *kk
HiHH H HiH i i H #
Machinery wx ke *ok Hokk e *ok
#Ht it HHt H#Ht Hitt HH # Hitt
Electronics * ook ok Hok ook
it it it it Hitt Hitt it i Hitt
Automobile Fokk kK * Fokk *k ok *k * ——
it Hitt it Hit Hit HH Hit Hit
Trans. Vehicle ok *x fafaid i ok Hok ok
it it it H#it i i it Hitt
Precision M. Hhk Fokk Fokk Fokk Fokk Fkk - * dokk
it it it it it it it # it
Shipbuilding bl *ok ok
Hit HH Ht HH H#Ht
H#it it it it it it
All *xk *kk *kk *xk Fkk *kx *k Kok .
it Hitt Hitt it Hit Hit it # #
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The marks of asterisk (*) represent the significance level of coefficients on earnings in the following OLS estimation.:

P, =a+pX, + z 7;Dj +Uy- Pis stock price. X is earnings per share.  Operating profits, Ordinary Income and Net Income

are substituted into X respectively. DJ- = fiscal-year dummy.
* Significant at the 0.10 level (two tailed).

** Significant at the 0.05 level (two tailed).

*** Significant at the 0.01 level (two tailed).

The marks of sharp (#) represent the significance level of coefficients 3, in the following OLS estimation:

P, =a+BX, +B,D X, + Z 7 Dj +u,- P is stock price. X is eamings per share. Operating profits, Ordinary Income

and Net Income are substituted into X respectively. D, is a dummy variable, which is 1 for loss firms and 0 for others. DJ- =
fiscal-year dummy.

# Significant at the 0.10 level (two tailed).

## Significant at the 0.05 level (two tailed).

### Significant at the 0.01 level (two tailed).
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Table8 Correlations between book value of equity and earnings

Panel A: OP Period I: 1979 - 1985 Period I1: 1986 - 1992 Period 111: 1993 - 2000 Full: 1979 - 2000
Industry Pearson ~ Spearman  Pearson  Spearman  Pearson  Spearman  Pearson  Spearman
Fishery -0589 -0547 0.691 0.327 0.244 0.142 0430 0417

[0.027] [0.043] [0.000] [0.128] [0.075] [0.307] [0.000] [0.000]

Mining 0.175 0.205 0.332 0432 0.577 0.548 0.274 0.345
[0.268] [0.193] [0.021] [0.002] [0.000] [0.000] [0.001] [0.000]

Food 0.360 0.384 0.556 0.591 0.255 0.310 0.247 0.396
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Fiber & 0423 0.407 0.424 0.324 -0.060 0.055 0.054 0.126
Textile [0.000] [0.000] [0.000] [0.000] [0.268] [0.313] [0.186] [0.002]
Paper & 0.282 0.098 0.611 0578 0.364 0.327 0.189 0.220
Pulp [0.012] [0.389] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
Chemical 0.088 0.082 0.271 0.234 0.337 0.238 0.081 0.115
[0.212] [0.248] [0.000] [0.000] [0.000] [0.000] [0.024] [0.001]

Pharma. 0.587 0.583 0.293 0.239 0.347 0.297 0.406 0.484
[0.000] [0.000] [0.001] [0.007] [0.000] [0.000] [0.000] [0.000]

Rubber -0.316 -0.048 0.448 0.619 -0.018 0.238 -0.051 0.237
[0.013] [0.711] [0.000] [0.000] [0.842] [0.009] [0.422] [0.000]

Ceramics 0.333 0.342 0.229 0.216 0.108 0.137 0.071 0.145
& Glass [0.000] [0.000] [0.003] [0.005] [0.087] [0.030] [0.101] [0.001]
Steel 0.039 0.028 0479 0.428 -0.195 0.021 -0.105 0.050
[0.566] [0.674] [0.000] [0.000] [0.000] [0.699] [0.003] [0.155]

Metal 0.350 0.400 0.750 0.301 0.004 0.181 0.016 0.183
[0.000] [0.000] [0.000] [0.000] [0.936] [0.001] [0.659] [0.000]

Machinery 0.152 0.071 0.045 0.167 0.019 -0.073 0.084 0.093
[0.030] [0.311] [0.486] [0.009] [0.713] [0.167] [0.016] [0.008]

Electronics 0.379 0.440 0.225 0.123 0.063 0.019 0.072 0.005
[0.000] [0.000] [0.000] [0.058] [0.232] [0.714] [0.041] [0.882]

Automobile 0.488 0.564 0341 0.466 0.141 0214 0.231 0.336
[0.000] [0.000] [0.000] [0.000] [0.008] [0.000] [0.000] [0.000]

Trans. -0.248 -0.267 0.186 0.368 -0.320 -0.208 -0.226 -0.013
Vehicle [0.041] [0.028] [0.093] [0.001] [0.000] [0.022] [0.000] [0.838]
Precision M. 0.030 0.055 0.027 0.115 -0178 0.042 -0.093 0.046
[0.740] [0.544] [0.751] [0.174] [0.012] [0.556] [0.044] [0.319]

Ship- 0.399 -0.020 -0.112 -0.337 0.331 0.017 0.338 0.142
building [0.005] [0.893] [0.442] [0.018] [0.013] [0.904] [0.000] [0.078]
Misc. 0.544 0.628 0.480 0422 0.023 0.103 0.062 0.203
[0.000] [0.000] [0.000] [0.000] [0.705] [0.082] [0.176] [0.000]

All 0.246 0.270 0.288 0.297 0.016 0.130 0.076 0.181

[0.000] [0.000] [0000]  [0.000] [0.303] [0000]  [0000]  [0.000]
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Table8 Correlations between book value of equity and earnings (continued)

Panel B: Ol Period I: 1979 - 1985 Period 11: 1986 - 1992 Period 111: 1993 - 2000 Full: 1979 - 2000
Industry Pearson ~ Spearman  Pearson  Spearman  Pearson  Spearman  Pearson  Spearman
Fishery -0.235 -0134 0.842 0.617 0.374 0.290 0.621 0.619

[0.419] [0.648] [0.000] [0.002] [0.005] [0.034] [0.000] [0.000]

Mining 0.408 0.501 0.539 0.633 0.369 0579 0.354 0.498
[0.007] [0.001] [0.000] [0.000] [0.003] [0.000] [0.000] [0.000]

Food 0.377 0.367 0.650 0.660 0.248 0.381 0.263 0.430
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Fiber & 0.375 0.386 0.542 0.565 0.115 0.243 0.140 0.287
Textile [0.000] [0.000] [0.000] [0.000] [0.034] [0.000] [0.001] [0.000]
Paper & 0.672 0.307 0.630 0.630 0417 0.390 0.486 0.343
Pulp [0.000] [0.006] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
Chemical 0271 0.236 0473 0457 0.349 0.301 0.207 0.226
[0.000] [0.001] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Pharma. 0.668 0.613 0.398 0.315 0.358 0.278 0.418 0.466
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Rubber -0120 0.110 0533 0.651 0.044 0.309 0.026 0.315
[0.356] [0.397] [0.000] [0.000] [0.631] [0.001] [0.676] [0.000]

Ceramics 0.132 0.079 0.195 0.213 0.125 0.186 0.070 0.124
& Glass [0.142] [0.380] [0.012] [0.006] [0.049] [0.003] [0.104] [0.004]
Steel 0.146 0.104 0.340 0.360 -0.196 0.128 -0.115 0.073
[0.030] [0.122] [0.000] [0.000] [0.000] [0.016] [0.001] [0.036]

Metal 0.655 0.683 0.808 0594 0.006 0.349 0.117 0.405
[0.000] [0.000] [0.000] [0.000] [0.914] [0.000] [0.002] [0.000]

Machinery 0.347 0.264 0.186 0.348 0.040 -0.085 0.145 0.121
[0.000] [0.000] [0.003] [0.000] [0.446] [0.106] [0.000] [0.001]

Electronics 0.346 0.447 0.424 0423 0.092 0.096 0.088 0071
[0.000] [0.000] [0.000] [0.000] [0.079] [0.068] [0.013] [0.045]

Automobile 0.682 0.653 0.607 0.626 0.278 0.336 0.371 0.426
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Trans. -0.037 0.030 0.565 0.589 -0272 -0.107 -0219 0.063
Vehicle [0.763] [0.806] [0.000] [0.000] [0.003] [0.244] [0.000] [0.304]
Precision M. 0.112 0.175 0.158 0.303 -0.176 0.063 -0.088 0.102
[0.213] [0.049] [0.060] [0.000] [0.013] [0.378] [0.058] [0.028]

Ship- 0479 0.010 -0178 -0.294 0.305 -0.003 0.389 0.107
building [0.000] [0.946] [0.220] [0.040] [0.022] [0.982] [0.000] [0.188]
Misc. 0574 0.577 0.420 0.363 0.039 0.120 0.063 0.210
[0.000] [0.000] [0.000] [0.000] [0.516] [0.043] [0.167] [0.000]

All 0.386 0.356 0.408 0.459 0.048 0.202 0.144 0.255

[0.000] [0.000] [0000]  [0000]  [0.002] [0.000] [0000]  [0.000]
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Table8 Correlations between book value of equity and earnings (continued)

Panel C: NI Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry Pearson ~ Spearman  Pearson  Spearman  Pearson  Spearman  Pearson  Spearman
Fishery 0.387 0.358 0.605 0.548 0.231 0.261 0.507 0576

[0.172] [0.208] [0.002] [0.007] [0.093] [0.057] [0.000] [0.000]

Mining 0.383 0.562 0534 0.563 0.175 0.276 0.143 0.321
[0.012] [0.000] [0.000] [0.000] [0.165] [0.027] [0.077] [0.000]

Food 0.365 0.385 0535 0.644 0.029 0.252 0.050 0.312
[0.000] [0.000] [0.000] [0.000] [0.647] [0.000] [0.234] [0.000]

Fiber & 0.508 0.458 0.399 0.562 0.003 0.165 0.072 0.235
Textile [0.000] [0.000] [0.000] [0.000] [0.950] [0.002] [0.075] [0.000]
Paper & 0.647 0.235 0.563 0.590 0.255 0.323 0.405 0.250
Pulp [0.000] [0.037] [0.000] [0.000] [0.001] [0.000] [0.000] [0.000]
Chemical 0.260 0.279 0431 0.537 0.168 0.192 0.112 0.206
[0.000] [0.000] [0.000] [0.000] [0.002] [0.000] [0.002] [0.000]

Pharma. 0.628 0584 0.248 0.238 0.041 0.080 0.088 0.343
[0.000] [0.000] [0.005] [0.007] [0.524] [0.220] [0.057] [0.000]

Rubber 0.189 0.158 0.346 0.681 0.015 0.097 0.016 0.204
[0.144] [0.224] [0.003] [0.000] [0.870] [0.293] [0.800] [0.001]

Ceramics 0.124 0.158 0.159 0.147 -0.101 -0.042 -0.105 0.020
& Glass [0.167] [0.078] [0.042] [0.059] [0.109] [0.504] [0.014] [0.638]
Steel 0.193 0.201 0.295 0.378 -0.235 0.059 -0.199 0.076
[0.004] [0.003] [0.000] [0.000] [0.000] [0.264] [0.000] [0.028]

Metal 0.444 0544 0.741 0.630 -0.293 0.160 -0.224 0.284
[0.000] [0.000] [0.000] [0.000] [0.000] [0.004] [0.000] [0.000]

Machinery 0.467 0.339 0.080 0.333 -0.019 -0.159 0.072 0.0%4
[0.000] [0.000] [0.209] [0.000] [0.714] [0.002] [0.039] [0.007]

Electronics 0.337 0.507 0.335 0.344 0.077 0.116 0.035 0.067
[0.000] [0.000] [0.000] [0.000] [0.143] [0.028] [0.331] [0.059]

Automobile 0.716 0.657 0.443 0.633 -0.053 0.225 0.088 0.369
[0.000] [0.000] [0.000] [0.000] [0.325] [0.000] [0.015] [0.000]

Trans. -0.142 0.011 0.596 0.559 -0.276 -0172 -0.265 0.029
Vehicle [0.249] [0.928] [0.000] [0.000] [0.002] [0.061] [0.000] [0.635]
Precision M. 0.111 0.198 0.197 0.320 -0314 -0071 -0.253 0.044
[0.218] [0.026] [0.019] [0.000] [0.000] [0.323] [0.000] [0.345]

Ship- 0410 -0.064 -0.259 -0.398 -0.032 -0.015 0.317 0.025
building [0.003] [0.662] [0.072] [0.005] [0.817] [0.915] [0.000] [0.760]
Misc. 0.383 0414 0.368 0.296 -0.045 -0.011 -0.062 0.085
[0.001] [0.000] [0.000] [0.001] [0.452] [0.848] [0.176] [0.062]

All 0.407 0.368 0.299 0.448 -0.054 0.100 0.054 0.197
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Each panel shows the correlations (p-value).
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Table9 Value relevance of book value of equity and earnings

Panel A Period I: 1979 - 1985 Period 11: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry BVE OoP Adj. R? BVE OoP Adj. R? BVE OP Adj. R? BVE OP Adj. R?
Fishery 0.1970 1.2812 0.9352 1.7250 -3.0789 0.3867 0.1769 0.6811 0.3658 0.3114 0.9450 0.4009
(2.645) (9.422) (1.638) (-0.627) (1.696) (1.825) (2419) (3.179)
[0.046] [0.000] [0.124] [0.541] [0.097] [0.075] [0.018] [0.002]
Mining -0.1056 -04738 0.3741 0.3175 1.9365 0.6410 -0.2622 -0.5926 0.2637 -0.1320 -0.4863 0.4044
(- 0.646) (-1.268) (1.361) (1.155) (-1.178) (-0497) (-0.678) (-1.302)
[0.523] [0.214] [0.181] [0.255] [0.244] [0.621] [0.444] [0.195]
Food -0.0914 0.4338 0.3278 0.5463 0.3467 0.3180 -0.0336 21021 0.3922 0.0109 1.2277 0.3508
(-0.890) (1.249) (2012) (0312 (-0.610) (7.467) (0.196) (4511)
[0.375] [0.214] [0.046] [0.756] [0.543] [0.000] [0.845] [0.000]
Fiber & 0.5115 1.2316 04171 0.2592 -0.3779 0.2438 0.0880 0.6051 0.4408 0.1288 1.0122 0.4069
Textile (3.136) (3.766) (1.596) (-0.292) (2614) (3914) (3.224) (4.885)
[0.002] [0.000] [0.113] [0.771] [0.009] [0.000] [0.001] [0.000]
Paper & -0.0428 0.4686 0.4362 0.1553 -0.4497 0.3825 -0.0256 1.2769 0.5144 -0.0183 0.5784 0.4375
Pulp (-0.831) (2405) (0.773) (-0.651) (-0.738) (3973) (-0.503) (3377)
[0.409] [0.019] [0.442] [0.517] [0.462] [0.000] [0.615] [0.001]
Chemical 0.3180 1.4552 0.5392 0.4306 1.1193 0.5032 -0.1748 2.6015 0.4043 -0.0183 1.7175 04718
(2.324) (5.944) (3.684) (2.320) (-2.995) (5.714) (-0.369) (8.725)
[0.021] [0.000] [0.000] [0.021] [0.003] [0.000] [0.712] [0.000]
Pharma. -0.4042 2.2955 0.2158 0.4389 3.0180 04721 0.0600 1.4748 0.2668 0.0389 1.7087 0.3019
(-1.047) (2.866) (2.815) (3.999) (0.466) (2.308) (0.343) (3592
[0.298] [0.005] [0.006] [0.000] [0.641] [0.022] [0.732] [0.000]
Rubber 0.4585 0.6587 0.5236 0.3190 -0.9059 0.2662 0.1309 -0.0105 0.3349 0.1753 0.3374 0.3792
(4.294) (4.291) (0.709) (-0.757) (2.339) (-0.025) (2.716) (1.661)
[0.000] [0.000] [0.481] [0.452] [0.021] [0.980] [0.007] [0.098]
Ceramics 0.2322 1.3739 0.4026 0.5360 1.9792 0.4270 0.0066 0.9461 0.3373 0.0474 1.3670 0.4336
& Glass (0.952) (2.494) (2.718) (3435) (0.191) (3426) (1.094) (4.856)
[0.343] [0.014] [0.007] [0.001] [0.849] [0.001] [0.275] [0.000]
Steel -0.0934 0.8601 0.3795 0.6157 1.1921 0.4590 0.0229 0.6207 0.2973 0.0611 0.9284 04301
(- 0.956) @.377) (2423) (2.258) (0678) (2.841) (1.613) (5.940)
[0.340] [0.000] [0.016] [0.025] [0.498] [0.005] [0.107] [0.000]
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Table9 Value relevance of book value of equity and earnings (continued)

Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000

Industry BVE oP Adj. R? BVE OP Adj. R? BVE OP Adj. R? BVE OP Adj. R?

Metal -04584 25374 0.3439 0.3986 33239 04885 -0,0501 0.5809 0.2829 -0.0428 1.7893 0.3680
(-2419) (4.839) (2.785) (6.070) (-1215) (2832) (-0.903) (5.979)
[0.017] [0.000] [0.006] [0.000] [0.225] [0.005] [0.367] [0.000]

Machinery 05296 11875 0.3050 03139 0.9769 03178 0.0266 08177 0.3857 0.2009 1.0305 0.3435
(2.380) (2.956) (L578) (L.274) (0.496) (4.005) (2.372) (3.743)
[0.018] [0.003] [0.116] [0.204] [0.620] [0.000] [0.018] [0.000]

Electronics 04497 05449 04195 0.1209 0.8978 04473 0.1301 2.2915 02278 0.1690 1.3027 0.3370
(2.307) (1.086) (0.731) (0.610) (1.206) (3391) (2.017) (3.274)
[0.022] [0.279] [0.466] [0.542] [0.229] [0.001] [0.044] [0.001]

Automobile  -00718 1.9503 0.3570 04289 18177 04952 0.0490 0.7952 0.1048 0.0951 1.1392 0.2750
(-0.856) (4.801) (3.360) (2.911) (0.604) (1643) (1583) (2.924)
[0.393] [0.000] [0.001] [0.004] [0.547] [0.101] [0.114] [0.004]

Trans. 0.2502 1.0489 02745 03075 12411 05078 01041 0.7861 0.6056 0.1506 0.9664 05425
Vehicle (2.434) (4.583) (1.706) (1082) (2.037) (2.993) (3219) (4.465)
[0.018] [0.000] [0.092] [0.283] [0.044] [0.003] [0.001] [0.000]

PrecisionM.  0.6781 4.2044 05626 0.3340 3.4666 0.4656 -0,0945 2.3040 0.2260 00795 34385 04226
(2.698) (6.226) (L415) (2.947) (-0.909) (3682) (0862) (7.321)
[0.008] [0.000] [0.159] [0.004] [0.365] [0.000] [0.389] [0.000]

Ship- 0.0207 0.1199 0.0706 0.2475 02748 04053 00103 1.0952 06717 0.0458 01271 05196
building (0.302) (L752) (0.745) (0.494) (0.095) (2.301) (0.768) (L734)
[0.764] [0.087] [0.461] [0.624] [0.925] [0.026] [0.444] [0.085]

Misc. 05107 0.2303 03716 04793 12104 05387 -00143 1.0221 0.1768 00281 09115 0.2414
(2417) (1133) (2.275) (1509) (-0.199) (2.207) (0420) (3527)
[0.019] [0.262] [0.025] [0.134] [0.842] [0.028] [0675] [0.000]

All 00979 0.7349 0.2344 04115 1.3363 0.3558 -0,0023 0.9590 0.2551 0.0403 0.9057 02874
(1931) (5617) (7.609) (5.190) (-0.154) (8.719) (2.770) (9.116)
[0.054] [0.000] [0.000] [0.000] [0877] [0.000] [0.006] [0.000]
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Table9 Value relevance of book value of equity and earnings (continued)

Panel B Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry BVE ol Adj. R BVE ol Adj. R? BVE ol Adj. R? BVE ol Adj. R?
Fishery -0.1725 1.9676 0.6825 2.2788 -4.2122 04071 0.1448 0.5834 0.3598 0.2295 0.6182 0.3913
(-2.049) (2.797) (1.613) (-1.116) (1.525) (1.404) (1.882) (1.715)
[0.096] [0.038] [0.129] [0.283] [0.134] [0.167] [0.064] [0.091]
Mining -0.0001 -1.3497 0.3800 0.2967 0.6832 0.6309 -0.3330 04621 0.2639 -0.1616 -0.0626 0.3987
(-0.001) (-1771) (0.961) (0.587) (-1.220) (0.699) (-0.889) (-0.133)
[0.999] [0.086] [0.342] [0.560] [0.228] [0.488] [0.376] [0.895]
Food -0.0940 0.3617 0.3272 0.5864 -0.1298 0.3177 -0.0416 1.8726 0.3921 0.0040 1.0683 0.3501
(-0.901) (1.363) (1.695) (-0.115) (-0.742) (6.931) (0.071) (5.189)
[0.369] [0.175] [0.092] [0.909] [0.459] [0.000] [0.944] [0.000]
Fiber & 0.5549 1.0326 0.3742 0.1297 0.7900 0.2462 0.0722 04275 0.4308 0.1061 0.8338 0.3927
Textile (2.658) (2442) (0.721) (0.826) (1.868) (2210 (2.179) (3673)
[0.009] [0.016] [0.472] [0.410] [0.063] [0.028] [0.030] [0.000]
Paper & -0.0692 0.3132 0.3843 0.1399 -0.2984 0.3818 -0.0155 0.9439 0.4867 -0.0222 0.3369 04276
Pulp (-1.468) (1.518) (0.768) (-0.806) (-0413) (3.125) (-0.725) (2.073)
[0.146] [0.133] [0.445] [0.422] [0.680] [0.002] [0.469] [0.039]
Chemical 0.2854 0.6275 04322 0.3306 15235 0.5010 -0.1599 1.9432 0.3672 -0.0335 1.3223 0.4308
(1.781) (1.538) (2428) (2.255) (-2.747) (4.928) (-0.647) (4.355)
[0.077] [0.126] [0.016] [0.025] [0.006] [0.000] [0.518] [0.000]
Pharma. -0.3305 15125 0.1961 0.3289 3.3850 04918 0.0456 16175 0.2745 0.0286 1.5485 0.2999
(-0.945) (1.861) (2.025) @.727) 0.377) (2.654) (0.270) (3.071)
[0.347] [0.066] [0.045] [0.000] [0.706] [0.009] [0.788] [0.002]
Rubber 0.3285 0.2133 0.4206 0.3258 -0.7258 0.2625 0.1306 -0.0653 0.3352 0.1633 0.0824 0.3732
(2.787) (1.152) (0.652) (-0.713) (2.340) (-0.183) (2.670) (0.428)
[0.007] [0.254] [0517] [0.479] [0.021] [0.856] [0.008] [0.669]
Ceramics 0.3456 1.8760 04143 0.5518 2.0655 0.4169 0.0070 0.9058 0.3323 0.0575 1.4906 0.4269
& Glass (1.783) (2.971) (2.826) (2.034) (0.198) (2923) (1272 (4.487)
[0.077] [0.004] [0.005] [0.044] [0.843] [0.004] [0.204] [0.000]
Steel -0.1549 0.8958 0.3541 0.6625 1.0693 0.4555 0.0189 04761 0.2917 0.0538 0.8388 04173
(-1.458) (3.374) (2.578) (1.410) (0.544) (2.995) (1.394) (4.669)
[0.146] [0.001] [0.011] [0.160] [0.587] [0.003] [0.164] [0.000]

81



Table9 Value relevance of book value of equity and earnings (continued)

Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry BVE ol Adj. R? BVE ol Adj. R? BVE ol Adj. R? BVE ol Adj. R?
Metal -04544 12671 01473 0.1837 3.2851 0.4630 -0.0505 06194 0.2888 -0.0482 09378 0.3019
(- 1591) (1993) (1121) (6.097) (- 1.249) (4.359) (-1.209) (4.810)
[0.113] [0.048] [0.264] [0.000] [0.213] [0.000] [0.227] [0.000]
Machinery 05260 0.5633 02757 03320 01312 0.3064 0.0169 09219 0.3924 0.1821 0.7810 03323
(2.227) (1563) (1695) (0:200) (0312) (4.002) (2.195) (3014)
[0.027] [0.120] [0.091] [0.842] [0.755] [0.000] [0.028] [0.003]
Electronics 04424 0.8859 04230 0.1297 04106 04443 0.1150 2.3597 0.2298 0.1500 16143 0.3397
(2.207) (L079) (0.635) (0.253) (L058) (3814) (1.750) (3320)
[0.029] [0.282] [0526] [0.801] [0.201] [0.000] [0.081] [0.001]
Automobile  -0.1324 16218 0.3044 0.4065 05058 04761 00156 1.1018 0.1142 00478 1.1481 02718
(- 1.554) (3891) (2.527) (0.909) (0.180) (2574) (0692) (3670)
[0.122] [0.000] [0.012] [0.365] [0.857] [0.010] [0.489] [0.000]
Trans. 0.1420 15036 02312 0.0498 3.8643 05207 0.0880 0.7480 0599 01227 1.0578 05339
Vehicle (1.355) (2.549) (0.251) (1938) (1.786) (2.974) (2.692) (3691)
[0.181] [0.013] [0.803] [0.056] [0.077] [0.004] [0.008] [0.000]
PrecisionM.  0.4955 4.1960 04991 0.2633 26730 04376 -01013 20153 02210 0.0446 3.0607 03912
(1.956) (5.198) (1003) (2.439) (-0.968) (3.780) (0479) (6.586)
[0.053] [0.000] [0.318] [0.016] [0.334] [0.000] [0.632] [0.000]
Ship- 00179 00011 0.0608 0.2167 0.2039 04041 0.0083 1.2689 0.6684 0.0461 0.0888 05173
building (0.256) (L475) (0.648) (0.319) (0.074) (2.229) (0.759) (1331)
[0.800] [0.148] [0.520] [0.752] [0.941] [0.031] [0.449] [0.185]

Misc. 0.3493 08140 0.3957 04158 25504 05625 -0.0259 0.8652 0.1769 00232 1.0451 0.2461
(1.336) (1.950) (2.370) (2.129) (-0.358) (2.651) (0342) (3.349)
[0.187] [0.056] [0.019] [0.035] [0.721] [0.009] [0.732] [0.001]

All 0.1070 04289 0.2009 03913 1.0531 03484 -0,0010 09152 0.2546 00286 0.7052 02739
(2.065) (3.249) (6.900) (3823) (-0676) (10.37) (1.938) (6.496)
[0.039] [0.001] [0.000] [0.000] [0.499] [0.000] [0.053] [0.000]
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Table9 Value relevance of book value of equity and earnings (continued)

Panel C Period I: 1979 - 1985 Period 11: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000
Industry BVE NI Adj. R? BVE NI Adj. R? BVE NI Adj. R? BVE NI Adj. R?
Fishery 0.1063 -5.8506 0.7138 15759 0.0887 0.3706 0.1176 0.2400 0.3552 0.2177 0.2223 0.3887
(0.823) (-4.941) (1.653) (0.073) (1.117) (0.476) (1.603) (0.446)
[0.448] [0.004] [0.121] [0.943] [0.270] [0.636] [0.114] [0.657]
Mining -0.0331 -1.7546 0.3735 0.3903 -0.3213 0.6294 -0.0750 -1.2537 04019 0.0124 -1.2448 0.4580
(-0.173) (-1.567) (1112) (-0.376) (-0532) (-1.327) (0.113) (-1.365)
[0.864] [0.127] [0.273] [0.709] [0.597] [0.190] [0.911] [0.175]
Food -0.0639 0.2621 0.3217 0.5568 0.2797 0.3178 -0.0316 1.3710 0.3852 0.0165 1.2196 0.3524
(-0.623) (0573) (1.844) (0.186) (-0.539) (4.175) (0.276) (4547)
[0.534] [0.568] [0.067] [0.853] [0.590] [0.000] [0.783] [0.000]
Fiber & 04474 1.1266 0.3780 0.1815 0.2193 0.2445 0.0701 0.3713 04370 0.1019 0.6130 0.3919
Textile (2516) (4.388) (0.936) (0.963) (1.947) (3.650) (2314) (3619)
[0.014] [0.000] [0.351] [0.337] [0.052] [0.000] [0.021] [0.000]
Paper & -0.0350 0.0515 0.3587 0.1311 -0.3429 0.3820 0.0388 0.1280 0.4646 0.0017 0.0792 0.4253
Pulp (-1.110) (0.930) (0.757) (-1.238) (1.085) (4.681) (0.060) (1.931)
[0.271] [0.356] [0.451] [0.219] [0.279] [0.000] [0.952] [0.054]
Chemical 0.2733 1.2791 04384 0.4567 0.7291 0.4935 -0.1183 0.9775 0.3252 -0.0011 1.1552 04167
1712 (2.608) (3813) (1.016) (-2.116) (4.401) (-0.020) (5.281)
[0.088] [0.010] [0.000] [0.311] [0.035] [0.000] [0.984] [0.000]
Pharma. -0.1791 1.6307 0.1855 04327 7.7968 0.5019 0.0886 0.5767 0.2641 0.1049 0.6510 0.2881
(-0541) (0.718) (2.971) (5.395) (0.701) (2.000) (0942 (2121)
[0.590] [0.474] [0.004] [0.000] [0.484] [0.047] [0.347] [0.035]
Rubber 0.2614 0.5642 0.4475 0.2580 -1.0355 0.2640 0.1093 0.3835 0.3569 0.1382 0.3937 0.3804
(2.066) (2402) (0.541) (-0.813) (1.810) (2.639) (2219 (2.864)
[0.044] [0.020] [0.590] [0.419] [0.073] [0.010] [0.027] [0.005]
Ceramics 0.3248 34935 0.4201 0.6407 -0.1161 0.4022 0.0171 1.4467 0.3575 0.0734 1.9604 04272
& Glass (1.778) (3.033) (3.058) (-0.084) (0.444) (3.996) (1.526) (4.757)
[0.078] [0.003] [0.003] [0.933] [0.658] [0.000] [0.128] [0.000]
Steel -0.1337 0.7174 0.3293 0.6858 2.1759 04571 0.0108 -0.0384 0.2798 0.0567 0.2698 0.4000
(-1.313) (2.738) (2.651) (2.254) (0.307) (-0.166) (1.516) (1.431)
[0.191] [0.007] [0.009] [0.025] [0.759] [0.869] [0.130] [0.153]
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Table9 Value relevance of book value of equity and earnings (continued)

Period I: 1979 - 1985 Period I1: 1986 - 1992 Period I11: 1993 - 2000 Full: 1979 - 2000

Industry BVE NI Adj. R? BVE NI Adj. R? BVE NI Adj. R? BVE NI Adj. R?

Metal -0.1739 0.8348 0.1208 0.2857 55519 04417 -00277 05561 0.3094 0.0016 06916 0.2943
(-0827) (L084) (L734) (3602) (-0.726) (5.442) (0.042) (4.739)
[0.409] [0.280] [0.084] [0.000] [0.468] [0.000] [0.967] [0.000]

Machinery ~ 0.4438 0.9672 0.2909 03311 05193 03072 00185 04278 0.3748 0.1865 06277 03323
(1.844) (1608) (1580) (0548) (0.340) (2.241) (2.180) (2.369)
[0.067] [0.109] [0.116] [0.584] [0.734] [0.026] [0.030] [0.018]

Electronics 04364 17136 04247 0.1049 15650 04463 0.1288 1.7581 0.2144 0.1695 17701 03371
(2.310) (1558) (0462) (0.383) (1.186) (3.775) (2.000) (3.951)
[0.022] [0.121] [0.645] [0.702] [0.236] [0.000] [0.046] [0.000]

Automobile - 00186 20414 0.2661 04843 -0.0632 04734 00419 1.0646 0.1400 0.0994 08974 02727
(-0.174) (2.180) (3.033) (-0.274) (0538) (3093) (1584) (2.962)
[0.862] [0.031] [0.003] [0.785] [0.591] [0.002] [0.114] [0.003]

Trans. 0.1863 13323 02225 02234 2.9400 04985 00763 06677 05935 0.1163 08414 05250
Vehicle (1.941) (2.257) (0.963) (0682) (L754) (2312) (2.858) (2.734)
[0.057] [0.028] [0.339] [0.497] [0.082] [0.023] [0.005] [0.007]

PrecisionM.  0.5446 44165 04168 03315 1.3631 0.3970 -0,0907 10772 0.1929 00788 1.7406 03283
(1955) (2.769) (1.227) (L171) (-0913) (3409) (0.839) (4.631)
[0.053] [0.007] [0.222] [0.244] [0.362] [0.001] [0.402] [0.000]

Ship- 0.0668 -0.0312 00414 0.1766 1.2026 04345 0.1127 0.3920 0.6288 00751 00045 05142
building (1.262) (-0.200) (0.659) (2.563) (1.003) (0.729) (1566) (0.029)
[0.214] [0.842] [0514] [0.014] [0.321] [0.470] [0.120] [0977]

Misc. 04203 1.7604 04212 05561 1.3001 05297 -0.0260 0.8265 0.1769 00348 09572 0.23%
(2.054) 4.373) (2.839) (0.970) (-0.353) (3593) (0.505) (3802)
[0.044] [0.000] [0.005] [0.334] [0.724] [0.000] [0.614] [0.000]

All 01427 02212 0.1910 04692 04773 03412 -0.0056 0.3993 02432 00433 0.3981 0.2648
(2.993) (1433) (7.799) (L767) (-0.384) (4.082) (2.837) (4.457)
[0.003] [0.152] [0.000] [0.077] [0.701] [0.000] [0.005] [0.000]

Panels Ato C show the estimated results by the following equation: P, = o + 8,BVE, + 3, X, + z 7;D; +uy - Pisstock price. BVE is book value of equity per share. X is earnings per share.

Operating profits, Ordinary Income and Net Income are substituted into X respectively. DJ- =fiscal-year dummy. The numbers in each cell represent as follows.  Top = coefficients, (middle) =t- value using

heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p- value.
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Table 10  Significance of coefficient on book value of equity and the value relevance of losses

Panel A:OP (N=54)
Wald chi-sg.
p-value
Constant OP_LOSS OP_RATIO OP/P_MED D, D, Pseudo R?
Coefficients 5.0332 1.0898 -7.5598 - 36.853 - 3.4962 -4.0163 9.49
z (2.40) (1.63) (-1.94) (-252) (-2.31) (-2.80) 0.0909
p-value [0.016] [0.103] [0.053] [0.012] [0.021] [0.005] 0.1462
Panel B:Ol  (N=54)
Constant Ol _LOSS D;
Coefficients -0.7521 1.0279 -1.0881 5.20
z (-1.58) (1.70) (-1.62) 0.0744
p-value [0.115] [0.089] [0.108] 0.0801

Al panels represent the results of logit estimation with robust standard error as follows:

PO _
1-P()

=a+ p,LOSS + B,RATIO;; + B,PERFORM j; +7,D, +7,D; + &7 -

The nominal measure 1 is assigned for industry-periods where the coefficients on book value of equity (i.e. 3, in the equation of note

of Table 10) are significantly different from zero at the 0.10 level. The nominal measure 0 is assigned for others. LOSS (X_LOSS)
is the dummy variable which is 1 for industry-periods where the coefficients on loss dummy (ie. 43, in the equation of note of Table 5)

are significantly negative at the 0.10 level and O for others. RATIO (X_RATIO.) is the ratio of loss firms to samples in the
industry-period, as shown in Table 4.  PERFORM is X/P.  X/P is the rate of earnings divided by the stock price at the beginning of
the year, as shown in Table 2. X is earnings (i.e. operating profits OP, ordinary income Ol). _MED represent the average value and
the median value respectively. D, and D, are constant dummies for period Il and 11l, respectively. ~All p-value is the value by

two-tailed test.
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