HEAXFECOEHNDIK YREMELZVH— MMRC Discussion Paper No. 127

MMRC
DISCUSSION PAPER SERIES

/ MMRC-J-127

RBEZEDF|EED Value Relevance

ERKEKEREHEHER
XEBH B

2004 £ 4 1

‘U"ll'

N ',;.
' C

o5 A-‘j‘n

ICORRD (U

e

R K21 42COE (#a)
LD IKYBREH R F—



mailto:info@ut-mmrc.jp
http://www.ut-mmrc.jp/




The Value Relevance of Earnings
in Transportation Industry

Takashi OBINATA
University of Tokyo, Faculty of Economics

Bunkyo-ku, Hongo, 7-3-1, Tokyo, Japan

April 2004

Abstract

This paper investigates the value relevance of earnings in four transportation industries (railroad,
transportation by land, shipping, and warehouse). The business environments in those industries are not
the same as those in manufacturing industry, since a part of transportation business is influenced by the
industrial regulation. Moreover, the transportation industries have a characteristic of the network
industry. This paper especially focuses on the issue whether the value relevance of earnings in
transportation industries is different from those in the manufacturing industry.  First, by adopting various
regression models and by examining across industries and among periods, we find some distinctive
results in the transportation industries. In the railroad industry, earnings is valued as if investors expect
that earnings will be smoothed by the rate-regulation. On the other hand, although earnings is not so
highly relevant in the shipping industry, earnings is value relevant in recent period. Second, the value
relevance of earnings in transportation industries does not depend on the relative performance compared
with that of the manufacturing industry. We cannot detect the evidence that the performance of
transportation industries is evaluated in comparison with the manufacturing industry.  Third, in railroad
and transportation- by-land industries, the value relevance of earnings differs in the size of network,
which is measured by sales volume. In some industry-periods, while earnings for the larger firms is
value relevant, earnings for the smaller firms is not relevant. The observed results in this paper

re-confirm that the value relevance of earnings considerably differs in industries and periods.

Keywords: value relevance, transportation industry, relative performance evaluation, network, industrial

regulation, Japan
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FSCOLLT OMERIL, 2E0@EY THhDH, 2 HiTIE, BUFOHBIB IRy U —
JEEICHAT 2R EZMEICLE2— L, BITHROMBEERE O EREZHERT S
TEERBUT, ZOMROLEENHICT S, 3EHTIE, ¥y -T2 2HHT 5, 4
i Tlx, 28R EIFE T VT L o THIZE O relevance & ZRBIZHRFT L, BEE T L, HIMZ
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7. Inoue and Thomas (1996) I X O'EMH (2000) (%, HARMFEDOSEFHHEIR 2 K RHIC
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ELTH, TUBRRER Y FUY—7 OBBIZ LI 200, ThE b REFLHT L DHNTE
DU ZEZ KB LT b DO TH LD E, HfETIERY, LaLl, ZOMEEZEL T
b7k, Al —PEEN T L@EBURIZ & o THIEE O relevance 23 872 2 D A%, BHE R MRFER
BTHh D, ZOMENBZE ST, Zhid, FEEO relevance 723 = FHHEHE LA 0 B 58 B A

CHEAIND Z L ERTEERIAMMLE D000 Th D, ZWPEEDOF|LE D relevance %
Ak L7 BATARER 7202 &b B X HbEIIE, ZOMmLOOITHERIL, EHEALEKEZ LT
<haLt#ifsEshs,
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(Warehouse) D 4PE¥ETHDH, Vo7 Vid, EGEED I B 3 AREOMREZ T THf
Gl L, ¥ o7 V040 %iiE Tablel DY ThH D, Fiz, LBORUF~v—2r &7 5 5E
KOV TIIE, KBT(2002a) L [ CTH Y oA RIE. K HJ7(20024, b, c)iZ Bl & h
ZbDThD, VT NORFHEEIT T X THMRE (@) ObDThHD, LELME
T — &%, 1999 4F 3 A M E TIL A # NEEDS 225, 2000 4F 3 A WIZ >\ TILFEE TULE
U7z, BRAMIE. SRR BT At O #fli CD-ROM /nH ¥ v m— R LT,

R OFLIBHEFRIE, Table2 IZE & BTV D, FMalt&EIF T T, BIIRKMTT 7
L= LTWARWLIKEHZY DFEIZOWVWTOEDTHY | 3 BEOHFIL, EnbEy, A
TAT v, BERAEZRLTND, EHORBRIFEOLWIZICEHMSI N TVDDIE,
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b5, TOFREICBNT, BNROEESEAS WA GEASHE) BAICE, T
EICOWTIEENHMERE LT (RELRW) tREEZZNENIToTo. AT 4T iZ20
TiE. Mann-WhitneyOUREIZ L > T, 2 OO K/ ZHEE LT, FEFTOLE[O [*)
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Table2 12 X % &, SREEOKMO FEIIEL, 1986—1992 4E 0 11 H1 X v 1 1993 —2000 4D
MOIFE > NEL< o TWD, Zhid, MW T, Hilio K& 72 IR (RHAAR, HIfE,
WAAR) BEHBINTDTHD, Z0O XKD KW TR, HRIMKELZ £ O F AR
& L7z OLS [El@id, AR B Ay —HoMEL iz 2 PRI, LarL, 2O

X, BTURBR M2 T 7 L — 2 — LT 2 LT K0 AR MR EMT 5720, IR &4
HY T NITED TWD, el BRIELISN O PERE TIE AR EEIZ A7 Ao 1 & < |
FRDMEE L7 TR e v o | FEER R EB AR LTV D,

BRI, REFIE, MFIER EOEKOBIMIE, EEICIoT, BEE{ioTW
Do, BREHRIZHOWVWTIE, IR EHORBEZR 2D, AT 47 o THMT 2 0ENH D03,
FIZEAKHET R 72 0T NS 1M HIC T THRICE(L L TV DA b Tidzwn, L L,
PRS2 B A R D & I TIEEREmICEE T TWD, 202 &k, FlisoKAERE & 21k
A& Tl value relevance 28870 5 Z L AR LT\ 5, filLr, FEE Tix, FIREOKAEFEHT
HAEMETH, LH2 S IS TEER2 M E L, NS 1 HIZ 2T TEERNMK
TLTWD, ZaiE, EFMoRKEMEAEEL TWD, SGE¥E & EESE O T N O FHE
L. FlZE D value relevance IZ HHHIEZ 72 LT O, TN RETREIC R S,

WETH . FIEOKEFEIL, N7 A ER L%, RXUERREIIETEL T\ D, 72
72, PR OB HOWTIE, 3 HIobWIEICHE R EZRITBEI N TRy, ik
Frx DRIBENTFELLENTVDEZ L EZRLTWS, ThTh, BEEZICEZVWLTE, X
BRPE EOERN S, BAHIRE T 572D OREBRPERM SN TWD —T, ERFRS
HIERE L MRET SO OPRBER N ER SN TR Y | WEEIT, RV RERREET
b5, WhIE, WHESLOSFEEITEME R EEXBURIC Lo TEVHENZ DO TH Y,
ZOFIRIE WD relevant TH DO 2%, 1R FERED LV, ZORIE. 2 OfmXOMAEIC
FoThEconizansd,

BE¥ETIE, FIREEEOIZI I, RROLE BT 2HEEZRLTVLIDITEWVL

ZZTOBREIX., ~TEREOSBOMMICEZ D TIERL HFMAMITH D AR LT, 1L
N, NEE ML ERERARTELTCHELZLDOTH B,



T EERR EBREFROKEFEL, NHE NMBLEOHWEICHERAER TRV, ZDA
T, AEEOEMBIAIL, SKEXOTNIZHBUL TS, LR -> T, AEEICONTH,
F2E D KHUERR & ZALFE & D 8\ 72T value relevance 78 & D X 5 1B 72 2 B AT B
no,

ZOEIT, ODELKBICKMEFEL V- TH, MBIOPERT LICEKOBRILR L > T
W%, Table 2 OFERIT, FEE T LICFIZED relevance 23 B2 DRI A HER S E 5, LIFL
X, PEEMR A EE L EE, LEOSFHERD relevance NRFES IV, ZOFERIZH &S
WK RANHECE BRI AR S AL T WD, 1372 LT, 20O L) RRRGEICREIZ 2w
DTHHI D TTIRRANIZE ST, ZOFEDOE 1O ML, FlZE D value relevance |%
BH I L, BRI LICRRS>TOVDLEWVWIRAZMAET 22 & ICH D, T OHIEIE, EX
RPBERENTODRATHRICZVW LT, BEALAEREZZET I THA I,

4  F3#ED Value Relevance
4.1 Fik D KEEEED Relevance

AN FZR K HE D value relevance Z 1[Il PEE RIS HERS L X 5 o MRAEEIIF 3.1 3 (1979
A3 A —1985 4= 3 A M) 1141 (1986 4= 3 151 —1992 4F 3 A1) . 111 1] (1993 4F 3 J 4]
—20004F 3 HH) D 3MIcHEI Lz, ZZTHRALEEYRET VT, DETDEY Th D,

I:>it:a“"ﬂxit""zijj"'uit (M1)

ERML)AT PR, X TR EOFIEE (LRSHZD ), DITFEEZRTELS I —, u
TRAEI, 0. tITREEE REH) Thd, B, NY—0BEBEMT 5790,
A B ORI A% & B BZAB O AN, BTHROMKIMG T 7 v — L2 (LFOF~ToD
EFT VB FEER)

[E] 5 4 E O A SR I1E . Table 312 % &7z, Panel A 13 #512E (OP). Panel B (L% % Fl 4%
(O, Panel C (ZftiFlZE (NI) DOFRERTHL, KO I EOKEL, E2rb, WEIFHEK,
White @ t i, W EDHEMR TH D, 2B, EHB L CEE L I —IT 20 TOHEER
Rix, BEAEAK L (ITREE) ., £, SGEXORREZMRL L5, HEMEIT, 3H
&% value relevant TH 523, HHOFEAKEIZ 1% THDL DIV T, 1HE NHOfH
BEOKHAEITIR WV, BRFFIE O KR IL, N HI2HB W TO R relevant Th 5 (1%K %), )7,



RIS L —H LT relevant TIEZRV, ZORERIT, B EMRIIRERZEOMFIZ LD B
relevance 28\ 2 &0 L& NI TUEAIEE @ relevance [FRWZ & AR L T\ 5,

PR O RIL, BREXDZN MBI TH D, & 112, 3 H# U T relevant 724 1%
MFIZE T v . HZEFIARIE 1T RERILEIT NHIT relevant TiZZ2W, & 212, #RFHF
A 1 HIT relevant THLHE VWS TH, ZOHEAEIZZ DD TR (10%). FlzE D
relevance & Il HIIZ@mWEITFE X2V, LA, 3 ODHEEBWT LS relevant Tdh 2 DI
| ITHD, ZDEHIT, AEOFEFEDORR LREEOMHR LITHRNTHY | BILE
WHEZ R LTV 5,

WEE I BV T, FIZRE T X 1F L value relevant 72 53 Tid e, MFIZRIX, 3 &
b relevant TiEZe <. DTN N HITEB W T, HEFR & REFILED relevant TH D (W
FTHb 10%KHE) , | B L& 11 TR OKAEER T relevant TIXZR WS, £ ORI AN PEE B
RIZHDONIE, ZOFLOFH I BIXDL 5720, 7272 FIZE D relevant T 2 11 H1E,
HARKIIRRR THo72b DD, WHEER T L OB O X o TR E A 2R
ThHDHZLICER LW, RERAEEKNFLE D persistence 21K F SH7-— 5T, HEERD
FfmILFI2E O persistence % EH S w72t PRHEIND, TOX I ICHK T2 RENHEETE
D052, N HITHRIZED relevant (272> T2 Z &0, EKICHEBIZMET 2. k. 1
BEREZVWSZ O TP TS 29 AT, ZZTOMBRIIEOO TEELRFEREZ LD
ThHs o,

A2 O E ZEFLE O relevance [ EEE O ZICHEEIL TRV | FIESOLREIT, 1 &
MTHIAPICHERIEOETH D (T 1%KHE), —J ., REFILE D relevance [LiffiE
EOZNITHEBIL TR Y, BEHLEIT 11 HTOZ relevant TH 5 (1%/K %), HiFE O
relevance [ZFRIEEDOZ N L L L TWD DD, I T relevant T2, WF A DF] L
b 1 TIEFEE A relevant TARVWEL B8 L O, fRHF4E D relevance 25 #iF 4t LV $ 45> T
WDRIZBNT, BEEOHRIFEEXOFHRIHEBUL TV D, Zhid, BlimEicks T
W PEEOREBRBEPELL T 7dhb Lk,

O, BRIV TNMICHE I —EMHT D EICL 0, HEROEEL SHHERE LT, R
? value relevance #3925, ZZ Tk, RV T a1, ThlAHEZ 0 LT 24—
Z2H D 2R LT, FrRobBUFNaHE Lz,

Pit:a+ﬂlxit+ﬁ2Dint+z71Dj+uit (M2)



Table 4 1. (M)XDOHHHEREZE LD LD TH D, WiEE (Manufac) TiE, I #] &
N OFFIGE 2 R\ TL HRIT transitory R BEENEFENTWD, ZTHIZTZWL T, &l

WG B K PEE T T IE ERE R TIXE L O transitory MEABIEZ STV R, T

IZFT X ToHEKD irrelevant TH D] L FX DD TERNOTH D, 772, FaEHED I
Iz W T, BRI transitory R EBENEENTND Z LR TE 5, Table 3 Tik, I
HA D% 5 %% & 251 irrelevant TH > 72 D72\ LT, Z O Table 4 Tix, A B KA
BWb DD, FIERIZD DR EITAERIEOMHEIZR > TWD, ZOHEKD transitory P15,
WHEE T N MO EERRE N HOMARRICOVWTHHRTHZENTE D, —H,
L BT A L TIE, Table 4 TIXHE KO transitory YEZFER T2 Z &R TE 220,
IORIZBNTYH, Thb 2EEDORKRICHBRANBESND,
4.2 FEDOEILE D Relevance

— RIS, FIZEOKIER & AT R D EHMANAE LA L TEB Y, value relevance & 57¢
S T2, TTICRIBFEFEIZOWTHEN DT K 1T, KWL & LD 272 58 & R
THEELFET D, TZ T, ZZTEHUToERRIZ LN - T, FlEDZEEED value
relevance % RAEd 2,

APy =a+ fAX, + D y,D; +u, (M3)

EFREDOMI)D AT ATFEEDEFHEZ R L TN D,
[ 53 A D& 1T, Table 5 IZH# L7z, $KEHRICHB W TH Z2# < OiE, FlAE O E(LEHNR
| #iCliX irrelevant TH Y . HHIE N A Trelevant THDHHTH D, S5, 1 H 0 E R
WEBRWT, IS OB DD DR OG5 1L~ A T Ao TWd, ik, ¥k (6
W) WNERRF Y v a7 e —0Rd () LUV TWND ZLaRLTWD, ZOH
Rl #E OBgR) 2 REROB&sI & N Bl BF) 22T LREZN/HFL T
LLWVWH VT UFEEAENTHD, 122U, BikDBEY | SHESHITEEFEISIN O FE
HLAKE L TBY, T TOMREHEMICEERE EBEESTL2ZLIXTERNTHAS I,
Bia s 36 Tl B EFIR O & RFEFIEOZALEIL 1T & 11 1T relevant TH D | #li
Flas O BT 1 W & 11T relevant ThH D, ZZTHEHLIZWOIE, FliEDOKHEFHD 5y
Hrit 5 (Table 3) & DEWNToH D, 1| B D E R AR AKE & 11 H O R HF FIGE K HEIX irrelevant



Thole, THHORRIL, 220 IZFIZEE RO relevance DRFRUE(LZEICT D & &, &
DEBEDFIZRIZER T 20N L - T, £, KBEFHIZERT 200, Th & bEMHEIC
EHTL20O0CE->ThH, MR 52522 RLT WD, FIRERNZE D LIk
RN EZ SO LICE B TR, BEEOFI S HIT 3 8 —E L T value relevant T&
HZENHIATD, ENEHERLIZZLIE, ZOMEOEKRD 1 OTH D,

WEED | L N HOFIZRITIT, HYR ) A ZARZFENLTWIZL D TH D, Table5 (2 &
%L FIREOZEALED relevant TH 5 O1x, N O ERE ERFEFIRIZT TH D, 10
T E NS R W TERBIRIC L » TR P s T s Lich, ZORRITH
R E OB A%, — iz, FIROHBEE 2 ZH#EL TH, WTFIUIIEEFRE (20T
permanent earnings) ~[EIFT D720, /A RN I VD220 LT, BikEE (Bl 1A %8)
R E KD AL EBEIRIEFE R S IF BB TH L7120, A XFIREVEBZLND N
HBThDH, 7272, | & 1 W TR DOZE(LEED relevant TR WEHIZ, Z O TIEb D
B2V, 22T, IS 72 - THRIZE D ZE{LAHAS relevant ThH D Z & Rl L & HICFI4R
@ relevance 3R T LTV D E WO EFBITITIX L TWDH Z & 2MR L TR E U,

BT N B ORERIGEOELEE, 35 X0 N H L 1 o MFIE O L LEEIT relevant
TR, &< NHITIX, 2 >DOFGROKAEFE relevant TH - 7-D XM TH 5, i
T, MEEE s AEEOFILE O relevance OB Z R L7223, Z @ Table 5 TiE, |
B0 EZERE & RE AL, IO EZERIRICOWT, 2 DD FEZE Tl relevance O A 478 i
o TS, RITV ., EEICL > TRRDEREEERNBAFIE L, L4208 relevance D % P&
HFHLTWL2DTHAS I,

RIBPEZERRITOWT, INHHTII R 28RN BN TV S, IR T, B ERN S
DZEALEEIT relevant T H DT\ LT, MiFE O ZEALEEIL irrelevant TH 5, | H1 & 11 1]
TIEHIOMMIFBE SRS, MAERIVZ D/ A XEFATNDEWS ZFT
FRATE 2, Lok, REETE, Mo W T oM ZBlEsnero7 (KH
J7,2003a), L7223 T, BT IV THFI AR D2 LER D relevance 73l O 45 12 b~ TH
BHOTWDHZ LT, RBEEIHFENRRATHL LTIV THAS I,

DENT, AR &S & T orelevance ISIEWRH I NENERFEL LD, b LHEEEDITH
25 XV persistent T 572 I, AT DBEBUL, RIS 0% L0 b/l o
TW2IETThd,
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APit:a+ﬂ1AXit+ﬂ2DNAxit+27ij+uit (M4)

EROMYRKD AT iEEOE{FEEZ R L, Dy, Bsd 7 g 1, b 0
ETDLHI—ERKTH D, BURSHTORER L, Table 6 (ZB#k L 7=, JefTHIE Tk, kD
persistence [ LK\ & G S TWD A, T CIZKH K (2002b, 2003a) THEN D= X 51T,
AP TP DI1E 5 28 K D persistent (2725 2 b & Y | Fl4k O Z{LEE D persistence (17%
HEEBREIIKFT 5, Table6 DRLGEEOFHERIT, REERKREZ 7=V LIERHRETH D,
HNZIERAE O1F 5 238848 L 0 b persistence L&V,

ZORIZPA LT, ZBEROHEREHEPOTHL S, N BB TRIES LY
persistent Td> 2 D 1E, FRIEEOMAFILE & HEEOEERZEOALTHD, T bid, EHNER
R[ROBAICELAINTZbDTHA D, TRLSMT, EE TR I o —RauBm & 1358
o TS, I WHZHE ST, BESISh 25BN (MR F,) BHEFHNICHE
\ZIR D =AM I L | HEgE L gE & T persistence (1T ZE RN RN LN, KB
FEEORUTHLEN-STINTHA I,

Table 6 (BT, LICEHEHR LIZWERBIOERIL, SHE¥XTH D, | HITIEIMFILEIZDS
WL AR OB E A B R IEDEIZ /> TWD (1%KHE), Table 4 I2B W1 TH,
HMOMBIROBBIIAEREDHETH T2 b, ZORH, HEASLHENELDL L, 21
MNEEE TSR T 2 EHIff SN TWE 2 2EKT 5, i, 1Tk, BERR LR
WAL E BT, HEEE & JBAE T persistence IZZEIT AW H O D, BREIT~ A F Ao TV
% (EEMIEIT 5%AKME, REFIIT 1%KHEE), ZiiE, HENFRkFr vy 2aT7m—0
Wb L RO X WA F Y vy a7 m— ORI EFRETONTND Z EEZERL T
D, TOIRPLIE, Table 5 Z R 25220, N FTHAFE L TV D, AL TND X

WCHEORMEN S L DWEILTE RN OD, Z OfE R, TEkE R HLH A 8 )
Mk Loo, EMMEZMRT 5 X ) I FEIEREE R T MBI THWEZ] L)
VFUALEAENTHD, TORT, BHEEOHIED relevance (TRIEE D Z L BHE 0 E
WERLTEY, ZORBREB[LZILIIZOMROERERNETH D,

4.3 RFBIEIRE D Relevance

TAEIR, FEENOBRFEMRICER L, KEMIEE O persistence ZRFET 5, KHF
(2003a) 12X 5 &, BER T, 1 1S 2003 1S KBS R I 020 2 B INAERE A A
BRIEOEICR DRRPBE SN, T, EENTOBFEMMENFRRT 5 & WS
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HU. & OEERLPED & PE A S 072 KB 28 723 persistent Th 25 &R S LTV AR % R
BT o5bDThole, TNEMIET DO OEIFRIT, DTOHEY THDH,

Pit:a"'ﬂlxit"'ﬁzDNXit"‘ﬂsDSHXit+Z71Dj+uit (M5)

EROME)RD Dy Id, BEsH 7w 1, TSNz 08354 I—EHTHD, Dy,
. R O 2L & AT A RAT CBR L ORI (|AX [ P]) 2%, 3 A OFIE S~
TIOWTHEDHEEAT 4 7 v HBRATGEOHEY T e 1, TS E 0 L5
FI—EHTHD, 2 CHLENTDDIIMRE B, Th DM, T2 A7z DA & HAEDE N
NPl HIZZDNAT AR T2, WAs 2R L2figZ2 2 ha—3 5, BT
DOFERIX, Table 7 1IZ/R L7z,

GREE TR, WEELRARY, BBARICT 7 Ao T D HEIZZR W, LA
WICITE R ERFEFIRO B TR TV, 2L, AT AR T, fET D
RENFEZE CRHBREENE LT OO Z 4 transitory 72 R T LN ho /o 2 & 2R
LTWBDTHAD, B, OO EZ DI, BERAO KRBT 7L
IZF =2 fH T TIBMAICHGE L TAZ (RRIIRIZL THRW), TORRIE N H o B,
FABIZT 7 ATho7z (5%KHEE), Lab, BITMHNICARETIER, LIFHER
EDETH T (B%AKMEE), Zhik, BisE¥(T N —7 L KRPBEBEEEILV—TDH
TECHME LN EZENELZZEEZBERLTWDS, 2L, ZORREPSEFETHDIO
N RENEEREDIKEEETHLLONEDONGR,

P TIE. | HIOMAIRIZONWTOR, BERLFEROMRDBEINLTND, 22

b, EERMIEO KBRS > TS E I — 2T CEMBRGEE L CAT, S
ERFRRIT 1 T, B AR L REOBMORE S, KBS 2R Lo h¥E
OBEMERE S . FEIICAER~A T ATHo72 (W Fiud 5%K%E), JEITHF5E CTHL
ENTWVWDHEY | PO KBS IC 1T transitory RERZ N LV ZLEENTVWEDTH A
Do ZHUIT, BREE LRV MHEICIIBEAEM AL T RWIEEICHEFNE LN L
ZWEE-S TN D,

WEEEIC A LT, BIRIEWRERZE STV D, I W T, HERIROSA I
10%KHET, HBEFEDOHEIT 1%KET B AFEREDHEICR>THWLIRTHD, 0
WM, PEENITHEAEN 2L L RERNFETH I E2E®R L TWD, FIETIE 1
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DALY persistent TH D Z EZMER LN, Zd, T TORREEELAHTHD, I
WX, MEENOREMEEPIIR LIZEMRTE 2156 TH D,

BHEEIZLE>T, TT M) LD 0TI AZTIEARNWE D TH D, HiHD Table 6 T
(T, Hi4E L AR & Trelevance ICB B ERAERNBE SN RN oT2Z L. 2D Table 7128
WTH, BEMKBEZRTIEUNBEIN LN L E2RAT 5 L. transitory 72 F| 4§ D B3
WHigneEZbND, TTICHNDEEIIC, BEEX RESEORILDC, Mk
T HREEDEFHNOEBEELZ T TNDHDOD, Table6 & 7 OfERIE, BHEENDHS
FSEFEWLL RN E2RRLTWD,

4.4 F|2EDORERKESR D Relevance

— R, WAL, BRI LV b transitory R BEHE 2 G TeT- 0, A D relevance 1
BERAWEOZNLY bFH - TWD, BUTHIE DL B XGFHRIC L2 2d o THEFI A 4 4l 22
FIpTl L&, FHIHEEBIOB (& ITBMRSIFHNEASIA T RNVES) . &
BIMEDME W72 D 1T, permanent earnings OHEEIZ & > TIX /A X2 D LHEI N TV D,
LrL, URABRTREIZE > TREONBEELM B RENBIICELT 556, MDY
CLECRWRRIELE S, fFRkF vy v a7 —0 PRl Lo value relevant 272
LAREME D H D, 7o & 2 IFRIEEO N BT, FAHELER K OFLDS relevant THh HEE D
FAET D, FERHRRE LOBL S . RILIZ K - T relevant (2720 95 2 WA 72 1% SAm A 2 47
LTW2DTHY, ZNEFNARSAELTND I L3, MFIEOFAMEEBE&RNICH X
ZTCWDHDTH D (KHH, 2004a), = Z TIEAEGE O D relevance & MiFET 5729
SEDERAAEFIH LT,

P, = a + B,0P, +f,FIN, + B,EXT, +Zijj +U,, (M6)
AP, = a + B,AOP, + B,AFIN, + B, AEXT, + zyj D, +uy (M7)

Z 2T OP X EAE., FIN IZEE/ELE., EXT IEEEBLOB TH S, (M) TIE
5 R B S8 D K HERA D relevance, (M7)2CTIIAEE R O ZE{LEHD relevance 2308 S5,
B, TNETEREBRIC, RY—0HEREMT D720, (ME)EB LMD EEIA L & 2
— B IR < EARITATH R TT 7 L— L7z,

R B R DRI O W T O TR R A £ L D7D, Table 8 Th 5, Panel AL, &
B OFEBERMR ((EB X Pearson OFF R BMRE. T Eti% Spearman DAL FHBIFRE) %=
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LTW5b, Panel Bix, (Me)RIC L AFEIFOMRTH S, ZHICEDE, NIV THR
WD EXT I3 value relevant Toh 5 DI LT, WD 4 EHEONTIZEB N TS EXT
1% value relevant TIEZ72\Y, ZAVIZAHPEREITRBA R A TH D,

Z® Panel B THZE DX, PEEED I HOFMRTH S, Table3 Tk, ZOHIMICE
WCL EEFIER I relevant Tl e <. R FIER I relevant ThH o7z, —J7. T Table8 T
L EERME L EESMALE D relevant TH D, Lnb. Panel A TiX, HEFIG & EEIE
WOMBIX 720\, 2O Eix, HEFRITIE transitory 2R BERMHLYEENLTWD B
DO, HENBWEN TN EFTBHT Z LICL Y BRI IE permanent earnings O HEMHIIZ &
o T relevant 2T/ > TNWDH I L EZRLTWD, 727 L, TR EHEBIEIC X
DD THDDNEN, BIESI TV D OITEEEMIEENEIENE Vo T2 RIZDONT
X bRy, TOMBEEDI TERVICLTYH, 22Tk, BERLE L EMEEN—
R & 72 o TIE U THIZE DS value relevant 1272 2 & Wy 9 | 1 I oD [ 18 36 |2 RFI500) 70 6 SR % fife
BLTEBETW,

Table 913, M EROZLFHIZ OV TONHTHRIR TH 5, Panel A IZZEEH O HHBELREL
TH Y., Panel B IZMIFOFERTH S, KHF (2002c) (2L D &, WEEITHB W TIE, &
AR DEACE AFIN 73 relevant T 57 — A3V R0WOIZ720W LT, Fil#agBs O
Bl D ZEALEE AEXT 73 relevant Tdb 5 7 — AT Z 0, KHEFEIZ DU T O relevance O &
He. BRBEIZOVWTOZNENHERL TWD MR, WEDOHERNEOENEZRLTND
DToHo7=, ZD Table 9 ® Panel BIZHBWTH, IEHETIX AFIN L irrelevant ThH 0 |
AEXT (L relevant T 5, LvL., REEHEICE W TIE, AFIN 23 relevant Th 5 77— A
DIE D BZV, i, BEEIMEROLMEPEE LOMBBEDEITHIE LD T
B, TR RF Y v a7un—%2EAT5-0THAY, T, WER LTS
BADORBEEOHEHRTH D,

mEB. BEEED N HITHOWT, HEMEOLHE L EEREOLME L ITHmVADHE
BfRICH D, Zhid, FILEFHELD 1 SOMERTELTH 5,

ZOHITIE, RIS #® D value relevance & Z i AJICHRGET D 1EE 28 U T, AZHPEHED
Fl4k 0 relevance D& V) S ORr A E(ED TN EHE LSO, HEHLNIT LT, HEHZR
MREEXEZLICHERT D2LOEDOL T D, SEEETIE, EERMIED relevance
WAL OFNE LD - TERY | BHERMIEOKEREIT 3 H—H L CTrelevant Th -7, 11 H
ILFEEN T OIS IR S 7z, FRiE¥E Tl MR O relevance 23l O Fll 4k K 0
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HESTEY, MAEEOKERFIT 3 W —E L Trelevant Th o7z, 1 HITIE, = EFLEIC
BEND A AR EEIMERPBRO TV, WHEXTIE, BRkzarte—L352 L1
FoT, WML 1N TEERLED relevant T D Z LR HEFR TE 72, L L, FHEOSHT
BT, FIEE D relevance (K> 72, BEZETIE, LI E 1 HNT W TIEFRIZE DK HERR
23 relevant T 5 — 7 (1l {1 CIIFI4E DAL relevant T 5 & v 5 BRI RE R B H
iz, 72, FlIE D relevance D&V HREIEEDO T E L L TV, RKlEERERIC
LT, SRR HIC I T 50828 O relevance, 35 KOV, EH LSO BIRIZ 351 2 KB
%t @ relevance (22 A LT, BUIE3E T ORF A 22K RIZBIS IS LBl S o T,

B ICHERR L TEPRITIER SRV OIE HE O BT Z @ U T relevance Z MGE L 72

LR ERTH D, ZONZETIE., ZZ@PEEDF]LE D relevance D RN L7257
ko THZHEMIZHE NI TS, Y IZFIZE DK HERE D relevance 7217 % R EIC
LR bliE, ZOREDI B, WS OO RITHELNITRERN2T2THAH, 1FAD

. M RIS RIERNEZ AL TV D, £ < OEITFZERREIC L T

2 DIIRIIE O KIEFETZ T TH Y . ZAUIFIEE D relevance D —5 TL 22720, LarL, H
M 2 WX PEZEICFE A OERA, FIZE o relevance ® £ D X 9 72l 128 E2 H- 2 T\ b
DPTERNITHE 5N TIERY, ZORICHONTOTEEZFEL T, ZHMICHIT LD
Lid. ZOMEOHEELHBMTH %,

5 IRIEHDEIE & FIZED Relevance

—RRIT, ZEPEEOKAM (FEINAEE) 1, RIEEOKM (REINAEE) &HA|Z R
LTIROLNTWD, F7o, MM OERFIEL, EEEBICL > THAEICE®EL TS, L
L. BRA & RIS & OBIREEF CH U CTHh D 0wt BH TR Y, Bifi T, £
BRI Lo THAEINDIFIROBBE I LT, KEFHELE, BLO, ThbDIE
ADOF SR EICER LT, fEEDOR LD relevance & W EED TN L H B LT, £
x, BR300 70 TA—=TICONTORRORKEREZLTZEDTHY | BN
BCTholz,

ZOfiTIE, RAEKERERGOKEEICRE L) 2T, FI—EHEFHATSZ
ST R0 BB — PEERENR O M A O P RS L AT PE A BRI T 5, Ok
BMORELLT, ZOmXTIE, REEORGEZIY L2, 8GO K EDFEILEME
ERUF~v—7 L L, TNE0BIEERE WY T LR TV E T Bl — Rl
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BN EDE SRR > TV LD REET D, DATICFIA L7zERT->T 0@y Th
2o

Pit:a+ﬂlxit+ﬂ2D*Xit+27ij+uit (M8)

EROMZEBOT, X FEFHLGE, DjIFFES I —ThH D, DIiE, WERLY LILEEE
PRNF Tk 1, 2N E 0 LTI A Thd, DMERIEE LT, Fli
Z HIRAME PE CBR L 72 ROE & | 4k 2 AT HIRARAN TR L 72 %2851V (earnings yield, LAF
Tl yield LW 9) 2 L7z, b Lb, BOEREL AL U 72 IS O SR 2 B AT — F1
WRRICE B L LA T RVOTHONIE RE LT L ARICIER LSRN THA D,
i, TOEBRLLHEAICIE, RE BBt HEICRARLN, ZOHEEHIT SIC
T EDORMBRLETH D, B, WEEORIIIREDROERIEZEZRELTNDEIND,
WAEHEDRWZ TG T~y A TR S, Z0REITAICRL ETHRIND, L
MWoT, LFCIE, REL,VAEBICATOLINENPERERGH L 8D,

ZIZT, BRERET DD, HONUDMHERL TR NREANH D, L, Ml i
L& DOBRTH D, —MIT, TFIGED BFEKUEL ED RIS VUL RS D56 . il
R OBMRIT, BEKELZ B LHmE FAME THHRNICRD2THAL I, DED,
B2 B2 2R s . BIEICRRE LRSS, & I persistent Tid7Ze <. FRAl — F 4% B £%
FEFTORWERNZEKICSH D & TFREND, ZHIZIZWLT, ZZTHELTWDSO
X, BITLEBBEOBERTH L, LB ->T, O ICEFTLIZERBBE I Db, Z
T EROFIRFEEICE D b O EIFE 2R\, 2L, ERMBEBEAEESNEZHEAT
boTh, ZAUTFEFELITIEIK SRV E TR DICWME T, TP FIEFELOEHED
FEBLIZ 72 B DT TiE AR,

EHlT, WEELRBEXLOMBELSN T2 AMIC, I 2 CIERBEETFYOIL
WA EAEL LTV DL AICHERLRTAE RS2, SHEFEFED L O ITHREER R
L BRI ARI N TV D HEICIE, BIEEOIE R 2R ERM (B EH) oM
BEEHRT, ZNEFEVFECAEEET 2 2 L1E, T LB TERY, LiL,
FUNBEESALO BEKETH L LIENELRY, TORTH, T2 TOHNIE. F
WA O RFEIITEBERE o0, ZhboMEEZEE L S>>, UTFTIED o
b ETOXMBIEICER L TONT %,
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BTG R IX. Table 10 (2% & 7=, Panel A I% ROE % . Panel B | yield % U %5 P FRfE &
LIzl EDRERTH S, Panel A TiE, BHED I HITBWTOAL, (MB)KNDOLRE B, 1" A
BRAOMHEIZR>TWD (10%KHE), LirL, BITMANICAEICERr LR - T
W, L7e3-> T, ZZTOOHRERN BT, Rl & RSB LEBERICH L LITFE AR
VY, Table 3 & Table 10 Z i L TA D&, £ T h, BEXD VY ROE 2 LHEL L2 ¥
I —DEAIZ X o T, FlZE D relevance IZ72A T 5 Fii RiERITHE LTV, BE¥E L
RPEE OIS E 9 5 FFiE & L C, ROE XM TIXARVWDOTH A I,

Panel B Tid, KEZED N HIZBWTO R, RE LB, nAER~A T A>T d (1%
AKHE), THE, Z ORI OBKIE RO ARG & OMI I TEis i TnD 2
EEWMFESTHS, LML, Zoyield ¥ I —%& A L7ZfER, #7oI2FI24E D relevance 23
MR TELDIZ, DT NITHEEDO | H7Z T Th b, 01TV, yield b I ELE DR &
L COMHMEICEERINTEX D,

Panel A, B % il U C. ZZilEE DM & LT, RIEEOFHIEENE L (TBKR R &
72 BIRICH 2 Z EVHIB L7z, Z OB TIE, BEEOFIIR O relevance & 433 FE ¥ D
ZNEEFEETHY TOEVWEEE L EE, mHEE 45 L TR O relevance % i
TLIFTERY, PEROFIETIT, RIEE LRGSR, SR L IFECRE, BRIEEL —
frg i LS, MARERARIUA 2V EFERICK S SNTEY . DV E—FEShizh LT
7o, 9 LB TRV LT, 22 TORKRIEL, oiTicd iz o T RS
BNV ETHLZ a2z TND,

o
L]H

EERE L FIZED Relevance

ZOETIE, Xy MU =7 OBBENRFILE O relevance ICEEE H X TWDONE N ER
AET 5, TCICHR AL HIE, Fy MUY =7 BERRKEWIZE, Fli&o persistence (35 £
HTHAHD, WIZ, TR/ THIX, FliE D persistence (31K < 72 0 | relevance $ 45> T
WHETREND, ZOMEERIET 2720, ShE¥ELREXIZOVWT, VYT b¥s
2 ODTN—TITo T T, £ OEIEEET I 3EMOE EEOIEMN TH D, TD XD

IR 2B IR L7201, IR EH SN RICHEDO KN EZHEST LD TH D, 72, 7t
FREAEREE LD, 56 Lmid 8l 3 & FReiE e @I FI H rTeE 7 & R o REE 725
bThD, ek, IMBHERERELT2HELHY 5208, T CIC2H CHEHEICHNT

DI, HEMBRE R L BT L OBEZ L EAEN 1 >OBGERETH Y . BN RIREL %
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BT D72, AENTEER Lo 7z,

o2 se @ik, KESHE 2 AR E U CIEB) L TWAREIFERE DD, 22
T OB EPNHIR AR ZDONEER L o TV D AFEENH D, Lv L, £ O & &M
Loob, 78 EEBEIC X - THIZE D relevance 1372 5 Dk, EEARIEREETH S,
LT, HIEORENR G OMBRIZOHTEZHDRMOEEL TELETRBT L7720, 7
N—=T I —EREDT AT INV—T MK EZRGET D & D Bl ik R L,
FATHRZETIE, A EIGIE T MW T DR EARMLET VE R LR 5. FIRITIZ
THMBEROHALERE T oM BRINTVDEIN, Z20O X5 RET MITITHEGRI 2 HE
TR NEN Y 2 FIREARLET VORBRRER LD TLE S, 2O TIT
Z DY FHEE T, < ETH relevance WL O BRI A O H T, 78 RSO Y
BEo+ 5, BARIMICIE, TRROEYGEZHTHILE O relevance & GE L 72,

P, = a, +a,Dg + B X, + ,D Xy + B;D X +D_7,D; +uy (M9)
AP, = ay +a,Dg + B AKX, + B,Ds AX; + ;D AX,,
+ B,DsDyAX; + > 7;D; +Uy (M10)

ERRIZEWT, D ER EEA S WREE L, TN E 0 LT 54 I 4%, D IEHA
Kb Ine 1, TS E 0 &35 I =28 DYFREREY 7 vie 1, bz 0
ETBHHEI—ETH D, (MI)UT, FIEKHAED relevance DRRFEEZ B ETH5HDOTH Y |
HRIZIT transitory 2 EENEEFNTWVWDH I EE2EFEL T, BAXI—%25 D7, (M10)X
(X, AR &S D relevance DREGEEZ B L T 50D Th 5,

Table 11 1%, (MK L 2 HIFOFMERTH 2, FEHETIE, NWHITBW T, EHT R
B ZNBIE SN TV D, T72b b, 8 @R RE e T LV — 7 ORI relevant
THDHDIZTZ WL T, ERNNEWEET L —T7 ORI IE, RS0 fE % R 3, irrelevant
Thod, HEZI—2EH/ Table 4 OFFREILBELTAHD L, T2 THDLLICHIED
relevance NBIZE SN TV 2 DX, I IOHMAIIE TH 5. JE LM Z Mo 720 Table 4 T
IX., MFILE 1L irrelevant Td o 72723, Table 9 (2 k5 & KBIBARZE O M)A 1% value relevant
Tho, DFV . FLED relevant TIEARVWIBM 7 NV —T DB L - T, BEERKL
L TIEAI4E D relevance MBI S Lo b T Th %,

7. BEERE TR, I BB W TRBROBEBR AZNEL TS, 3HEOREE S K
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7 Vv — 7 OF|ZEIE relevant Tod 2 D272 LT, /ML 7 L — 7 O F| 4% 15 irrelevant T &
5, LrL, TN EEEREBOERICH T2 D BITIIRNEM TH Y | Table2 B LW
IR WVTIE, FEEEAARE L CTHIZRIT value relevant TH 5,

Table 12 @ Panel A I%, $KEZEICOWVWTHOMIORIC L DR TH 5, £, IHE
TN—TTiE, KRBV —7 L1380 1 HITI 0 TR 2ERIEE & RIS o 2L EIE
value relevant Toh 5 (W v d 1%KHE) . Sk B BLH 2 RTHIC B W IZHE O 1 D Ofif il
WL KRB 36 TR TE IS IR ME TP JE I BIFEAE L TV D72 HEZE S transitory 72 B35
THDHDIZTW LT, /IREEES~DIEZFHNZDIZ, HEIED permanent 72 R TH 5
EWVIBDTHD, TOVT IV ADOERLZRIET DITIE, WoxSEATE T2 LARTH
X2 B 720 Zauik, 58 LS HARIC X o THIAE D relevance 28 870 5 Z & &R i ERFE
Lo 1->5Th D,

DOEINT, KBBARREZ L —7 Tl 1| HoE ERLE LMFIRIC SN T, #2823 relevant
T 25— THALIL irrelevant TH 5 &V D IERFERBE SN TN D, TRICTZWVWL T,
INBRBL T V=T TIE O XD REFRA B II B S ey, LA I HloEZE
FIEIZONWT, ZTRERBFOMBNEL TS, Thbb, HMIEORBITE, BikORKk
FEZZR>T0D (Wb 10%K%E), Zhid, BEOHE (BiE) Ak y vy ia
Tu—OREAY 8N 26T EEBEKRLTWD, ZOJRKD, $GE ¥ ORHE KT
EHFEEAHIRIZL DD THLHDMN, TN BNATAVHORBRERICEISBDOTHDLD
DITHERE L b 0D, 58 EEHBEO K/ TR 2R R/ AE T T0D Z Lk, FEFIC
BLERYRVY, 72d5, Table 6 (28T, 110 H ZEH 4 & B FI 4R ORI 2 DR AL
o TWeDIX, /I N —T DRBNRRENSTZTZDTHA I,

Panel B 13, FEHEZREICOWTOLIHRRTH D, | & N HOEEMLE & REFEHLEIZON
TlE, FEAZREER D TTV D, REBEARZE O value relevant TH 2 D72 LT, /h
BBAEZE OIS irrelevant TH 5, ZHLE, MRBEEEZ V-7 1TRER Y FU—27 DO
FEN/NE L BE LIS 2 AR 0=, FIZE O persistence BMEWZ L A2 F L T
LD THSHH, Table5 D | H oo E FEFEE &ERERIEITHA LT, FIEE O LD LRI D HE
FFICHEEICEr L RS Ro 7o OId KEBURARZE O P4 28 transitory Td - 72 Z & 12N
2T, INRBRZEOR IR OEALED irrelevant Th o722 Lk D LIS NS,

SO REBAEZED I HNITIE, EERRR DR STV D, B ER A O H 4§ 13 relevant
TRV DIZTZWW LT, E ¥R OB IT relevant (272> T 5, 4 BiCilk~7= X 51z,
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AT HRIEE S IR R E R TH D, mRDMERK L7 BERIICIAE A L U persistent Th D
EVORERMN, BEEEO KRB N —FICbBEINTZ LT, WMEXOEBHELE N
F. BCELS 2L TRRVWTH A S, LA, ZORMP/PNRELY L — 73 BRI
WEWI | HBIZ LD ERNERINTZRIZEN, I CTORFBEIZL > TUIEETH
%o ZORIZBWTY, 72 EEBEITIFILED relevance IZ KX R B L H- 2 TVWDH Z LN
e CE T,

BB, TTICMBLIELIIC, T ToORBASBEIZ, (ML T vie¥Es 207
5ENITBEREMEIC L - ThY, BREELEEE L CTHRENRDBERENR > TNDA
MR D D, O, BBKREORERNEZR LD EMTHET S L3 TE RN, Z
TR, BB AN EEM TIERN &, ERIC Lo TZOREDHENFNRRRL L%
MR L TREW, ZbiE, FIZE® relevance SR, FEEBNCED X H ITEAe > T
LONEMHRTHIOAT, COMEPERALLEERFEETH D,

7 8 H YIS

WREEOPEEEITEEOREFBH LEEL TS, REEKLEEHL TW1D
ETHREND, L, RBEXOEHPMEROE ML EH L TWL0L L 0-T, Fl
% @ value relevance $ ZZHFEE E BEHE L CRICTH L LT « TV A VIZIEE 220, F
%5 0 relevance X, EF N HFF9 5 permanent earnings & HEF4E & OBEFRE, S0z
IXFIZE D persistence ICEEINDDTH > T, EBMOUF RN ENEZRD DO TRV,
BRERZOMEN, T DO L& EXORWEREOZEZ 2T 5 L3 E, FlIZE O relevance b [A]
BICZOEBELZITHZLIChD, LEN-T, LWEENEET D RFRENEED
FHERESTWD 2 HIE, FlIZE D relevance b ZALICIG U CHIET S & RIS DITT
b D,

EEE. Z O TIE., ZBEEOF]LE O relevance [T RLEE DTN E B D Z L ERTH
% < ORI S 7z, S RURE NI 350 THiER 25 persistent Td 2 75 5>, #2155 O % & H
H D WITEREICB W TR LS persistent TdH 2 ST A LT, HliE 3 THIER
SNTFEN BT, RBEEXETIEILT L XM T nole, ZO—FH T, KME
EEORPFIE O relevance ICH B Z HI- 2 TV D LHESN IR OB LN, £z, v
— 7 B —H o T REETIE, RIEFESE ORI O relevance (X, R & bl U 7o IS PE
DERICITELASNRNZ LEHEOENIRoT, SHIC, BEEmTHI-7ZRHERY MU
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— 7 OHBEN K X 72 BEOF|LEIE value relevant TH D S DD | Z 03/ N X e EOFE X
irrelevant Tdh 5 &\ 5 BB ENBIEZ S iz,
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Tablel Sample Distribution

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

Railroad 162 160 195 517
Land Trans. 77 83 144 304
Shipping 105 105 130 340
Warehouse 122 137 201 460
Total 466 485 670 1,621
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Table2 Descriptive statistics

Panel A: Py Period | Period Il Period 111
1979 -1985 -1 1986 — 1992 -1 1993 - 2000
Railroad 883.1429 1,538.7143*** 24218571  29,390.8813*** 31,812.7385
250.0000 650.0000*** 900.0000 - 346.000*** 554.0000
2,274.4805 15.099*** 5,246.2215 0*** 125,647.3400
37.773
Land Trans. 335.2727 581.6309*** 916.9036 - 175.153** 741.7500
283.0000 592.0000*** 875.0000 B6*** 657.5000
208.6031 25.217*** 339.1761 - 217500 564.5399
0
1.890
Shipping 215.4762 429.8476*** 645.3238 - 340.0007*** 305.3231
136.0000 405.0000*** 541.0000 - 262.5000*** 278.5000
2545448 190.743*** 577.3820 25.959*** 180.2464
Warehouse 235.4426 588.1778*** 823.6204 - 239.899*** 583.7214
216.5000 579.5000*** 796.0000 0*** 470.0000
77.8186 138.975*** 361.8527 - 326.500 408.5496
0
0.010
Panel B: OP Period I Period Il Period 111
1979 -1985 -1 1986 — 1992 -1 1993 - 2000
Railroad 97.4228 - 58133 91.6095 5,038.051*** 5,129.6613
37.2278 - 31730 34.0548 8 34.1280
238.8182 0.097 218.1923 0.0732*** 22,108.7520
36.345
Land Trans. 46.5444 7.3799** 53.9244 - 57012 48.2231
44,7109 1.9381* 46.6490 - 6.6568*** 39.9922
20.0703 4.828*** 25.5279 2.356 37.5765
Shipping 20.9028 - 13.4355** 7.4673 5.6610** 13.1283
16.1111 - 5.1870** 10.9241 - 39911 6.9330
66.6875 7.723%** 17.2231 2.660 24.2133
Warehouse 35.5007 9.5410*** 45.0417 7.8636* 52.9053
28.1689 7.1252** 35.2941 5.9088 41.2029
23.1282 9.957*** 35.2177 8.603*** 47.1578
Panel C: Ol Period | Period Il Period 111
1979 -1985 In-1 1986 — 1992 -1 1993 - 2000
Railroad 11.5525 16.0690** 27.6215 1,440.617*** 1,468.2394
7.9853 4.9182*** 12.9035 9 12.1000
44,5080 4.475%* 65.8356 - 0.8035*** 6,024.7703
41.478
Land Trans. 34.4062 15.3812*** 49,7873 - 0.0012 49,7861
31.9378 13.6245*** 455623 - 6.0509 39,5114
16.4082 10.288*** 22.2781 4.888** 43.0941
Shipping 11.3814 - 8.3588 3.0225 8.4050*** 11.4275
6.0773 - 2.3573 3.7200 2.3981*** 6.1181
61.8528 5.601** 14.1469 3.419* 18.4800
Warehouse 29.3259 11.0869*** 40.4128 3.3356 43.7484
20.7214 10.6027 *** 31.3241 - 22112 29.1129
27.8555 5.254** 34.3711 6.883*** 42.3054
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Table2 Descriptive statistics (continued)

Panel D: Nl Period I Period Il Period 111
1979-1985 -1 1986 — 1992 -1 1993 - 2000

Railroad 8.3639 3.4671* 11.8310 597.1555*** 608.9865
5.7216 0.3668*** 6.0884 - 0.0823 6.0061

17.9145 1.081 19.4742 32.440*** 2,888.4963

Land Trans. 175779 6.3644** 23.9423 - 0.7692 23.1731
13.8000 7.3495%** 21.1495 - 2.4668* 18.6827

13.1065 2.861* 19.0142 1.488 245846

Shipping 3.9741 - 3.6839 0.2901 1.7141 2.0042
3.6250 - 20139 16111 0.5491 2.1602

22.1074 0.003 175132 4.044** 11.8362

Warehouse 12.8473 12.0386*** 24.8859 - 5.7382** 19.1476
10.3658 5.7119*** 16.0777 - 2.9551** 13.1226

12.1544 33.101*** 25.2274 0.155 26.9599

Panel E: AOPy Period I Period Il Period 111
1979 -1985 In-1 1986 — 1992 -1 1993 - 2000

Railroad 2.9464 - 27993 0.1471 - 311.101*** - 310.9544
1.1894 - 1.8704*** -0.6810 6* -1.5426

26.4791 0.030 36.7985 - 0.8616*** 1,674.5935

21.804

Land Trans. 1.1925 2.4255 3.6180 - 8.1181*** -4.5001
0.6769 1.3832** 2.0601 - 3.3139*** -1.2538

14,9994 3.909** 8.9761 6.925*** 13.8377

Shipping -1.4936 2.4898 0.9962 - 21522 -1.1561
0.1794 - 1.4082 -1.2288 0.9509 -0.2779

48.0407 8.722%** 17.1343 0.977 135311

Warehouse 0.0588 2.8031* 2.8619 - 6.2726*** - 3.4107
-0.0978 2.0900** 1.9922 - 4.0262*** -2.0340

10.9827 0.298 13.3161 0.508 17.6523

Panel F: A0l Period | Period Il Period 111
1979-1985 -1 1986 — 1992 -1 1993 — 2000

Railroad 2.2214 - 05582 1.6632 - 10.9820 -9.3188
0.5974 - 0.3808 0.2166 - 0.2400 -0.0234

25.5382 0.145 23.7842 7.480*** 682.0623

Land Trans. 1.8030 2.1604 3.9633 - 7.2455*** -3.2822
1.1462 2.1006*** 3.2468 - 4.5259*** -1.2791

14.8050 5.581** 6.2974 11.449*** 12.6846

Shipping -0.1502 11711 1.0209 - 06176 0.4033
0.1667 - 01423 0.0244 0.7034 0.7278

52.8287 6.947*** 15.1553 0.678 13.0412

Warehouse 0.6135 0.9398 1.5534 - 3.8487** - 2.2953
0.2389 1.1929* 1.4318 - 2.3305%** -0.8987

9.7922 1.222 12.1993 0.872 15.4534
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Table2 Descriptive statistics (continued)

Panel G: ANl Period I Period Il Period 111
1979-1985 -1 1986 — 1992 - 1993 - 2000

Railroad 1.2133 - 0.6440 0.5693 - 3.7950 - 3.2257
0.0576 - 0.0076 0.0500 - 0.0430** 0.0070

10.5414 4.031** 7.7680 6.054** 2,233.5876

Land Trans. 2.3232 - 09183 1.4050 - 50772** -3.6722
0.4415 1.5572* 1.9987 - 2.9002%*** -0.9015

11.9767 2.583 21.9543 0.744 14.7395

Shipping -0.8786 2.1917* 1.3131 - 21786 - 0.8655
-0.0909 - 0.0350 -0.1259 - 02773 - 0.4032

22.7473 0.000 19.3564 4.156** 13.7563

Warehouse 0.3592 1.8660 2.2252 - 43825 -2.1573
0.1893 0.7366 0.9259 - 1.3026*** -0.3767

5.3566 21.361*** 26.2992 0.636 229742

P = stock price, Ol = ordinary income (earnings before extraordinary items, special items and taxes) per share, NI = net income per
share. In each period, the numbers represent as follows: top = mean, middle = median, bottom = St. Dev.

present the difference between periods.

“I-1"and “lll - II”
Those differences are tested by 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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Table 3 Value relevance of earnings

Period I: 1979 — 1985 Period 11: 1986 — Period I11: 1993 -
1992 2000
OP Adj. R? OP Adj. R? OP Adj. R?
Railroad 0.7939 0.2137 3.4054 0.6644 0.7441 0.3380
(1.839) (2.604) (1.875)
[0.068] [0.010] [0.062]
Land Trans. 0.6064 0.2204 0.2750 0.3865 0.5902 0.3659
(2.394) (0.236) (1.834)
[0.019] [0.814] [0.069]
Shipping 0.1775 0.1802 0.3249 0.3421 0.9522 0.5697
(1.002) (0.592) (5.985)
[0.319] [0.555] [0.000]
Warehouse 0.8179 0.3086 0.4068 0.5610 0.4937 0.3693
(3.614) (0.554) (2.616)
[0.000] [0.581] [0.010]
Manufacturing 0.7838 0.2314 1.7282 0.3357 0.9590 0.2553
(5.990) (6.354) (8.723)
[0.000] [0.000] [0.000]
ol Adj. R? Ol Adj. R? ol Adj. R?
Railroad 0.0271 0.1584 3.3316 0.6571 0.3641 0.3034
(0.106) (4.223) (0.695)
[0.916] [0.000] [0.488]
Land Trans. 1.1574 0.2487 25144 04184 0.5236 0.3616
(2.493) (1.716) (1.478)
[0.015] [0.090] [0.142]
Shipping 0.1784 0.1796 0.4109 0.3424 1.0266 0.5480
(1.178) (0.859) (4.404)
[0.242] [0.393] [0.000]
Warehouse 0.1455 0.2579 0.3314 0.5607 0.6239 0.3640
(0.543) (0.487) (3.085)
[0.588] [0.627] [0.002]
Manufacturing 0.5160 0.1977 1.6368 0.3321 0.9121 0.2546
(3.974) (5.701) (10.43)
[0.000] [0.000] [0.000]
NI Adj. R? NI Adj. R? NI Adj. R?
Railroad -0.5852 0.1624 2.9459 0.6395 04718 0.3036
(-0.586) (0.735) (0.915)
[0.559] [0.463] [0.361]
Land Trans. 0.8928 0.1802 2.4461 0.4530 0.9157 0.3664
(2.036) (3.265) (2.392)
[0.046] [0.002] [0.018]
Shipping 0.2109 0.1772 0.0841 0.3412 0.1933 04720
(1.002) (0.297) (0.563)
[0.319] [0.767] [0.575]
Warehouse 0.8649 0.2730 1.3909 0.5698 0.4505 0.3547
(1.993) (1.367) (3.628)
[0.049] [0.174] [0.000]
Manufacturing 0.3411 0.1852 1.0612 0.3159 0.3987 0.2433
(2.303) (3.198) (4.070)
[0.021] [0.001] [0.000]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
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(White’s t), [Bottom] = p-value (two-tailed).
Table4 Value relevance of positive earnings and losses

Period I: 1979 — 1985 Period 11; 1986 — 1992 Period 111: 1993 — 2000

OP D,OP  Adj.R? OP D,OP  Ad.R? OP D,OP  Ad.R?

Railroad 09292 -1.1688 0.2138 3.1903 2.5204 0.6625 12848 -2.3507 0.3743
(1.716)  (-1.091) (1.780)  (0.394) (4.166) (-4.153)
[0.088] [0.277] [0077]  [0.694] [0.000]  [0.000]

Land 05937 -0.3763 0.3612
Trans. 1.773) (-0.125)
[0.079] [0.901]

Shipping 07393 -0.7192 0.1833 42421  -54611  0.3587 10259 -0.2308 0.5668
(1.471) (-1.388) (2039) (-2194) (3.673) (-0.501)
[0.145] [0.168] [0.044] [0.031] [0.000] [0.618]

Warehouse  0.8007 48176 0.3030 0.3455 0.7484 0.5577 04987 -0.0773  0.3660
(3389)  (1.211) (0.410)  (0.285) (2.373) (-0.197)
[0.001] [0.229] [0.683] [0.776] [0.019] [0.844]

Manufac. 12427 -1.6307 0.2632 27978 -39000 0.3544 13407 -0.8747 0.2583
(8.964) (-6.359) (8921) (-7.377) (5437) (-2.674)
[0.000] [0.000] [0.000] [0.000] [0.000] [0.008]

Ol D, Ol Adj. R? Ol D Ol Adj. R? ol D Ol Adj. R?

Railroad -0.6928 0.8634 0.1556 57280  -3.9463 0.6581 18850 -22299 0.3195
(-0492) (0.591) (2.056) (-1.069) (1.820) (- 1.708)
[0.623] [0.555] [0.041] [0.287] [0.070]  [0.089]

Land 0.5144 0.3892 0.3569
Trans. (1.368)  (0.290)
[0.174] [0.772]

Shipping 05511 -04288 0.1743 0.6815 -0.3180 0.3356 10704 -0.1646 05444
(1.448) (- 1.060) (0.243)  (-0.100) (3022) (-0.224)
[0.151] [0.292] [0.808] [0.920] [0.003] [0.823]

Warehouse  0.0960 0.5832 0.2526 0.1407 1.7103 0.5587 0.6817 -03520 0.3611
(0.309)  (0.771) (0.171)  (0.885) (2499) (-0.702)
[0.758]  [0.443] [0.865] [0.378] [0.013] [0.483]

Manufac. 14504 -16714 0.2346 34192 -41278 0.3583 17320 -13999 0.2625
(7.085) (-6.527) (9.248) (-8.195) (8.400)  (-5.308)
[0.000]  [0.000] [0.000]  [0.000] [0.000]  [0.000]

NI D, NI Adj. R? NI D, NI Adj. R? NI D, NI Adj. R?

Railroad -1.8106 2.1814 0.1655 3.0551 -21126 0.6371 23352 -21974 0.3062
(-1610) (2.275) (0.706)  (-0.139) (1.726) (-1.392)
[0.110] [0.024] [0.481]  [0.890] [0.086] [0.166]

Land 0.8879 3.0307 0.1682 43227 -2.8938 04590 0.5071 0.9716 0.3640
Trans. (1.995) (0.272) (8.706) (-2.070) (0621) (0.822)
[0.050] [0.787] [0.000] [0.042] [0535] [0.413]

Shipping 0.1737 0.0443 0.1687 0.8888 -0.8559  0.3347 27018 -2.8225 0.5200
(0.450)  (0.098) (0.256) (-0.242) (3331 (-3.138)
[0.654] [0.922] [0.798]  [0.809] [0.001] [0.002]

Warehouse ~ 1.0252 -0.7278  0.2677 16632 -30536 0.5689 05662 -0.1861 0.3515
(1.670) (-0.610) (1507) (-1.356) (1.347) (-0.361)
[0.098] [0.543] [0.134] [0.177] [0.179] [0.719]

Manufac. 11961  -1.2693  0.2102 18615 -15319 0.3198 04520 -0.0795 0.2433
(3416) (-3.317) (1.809) (-1.359) (1683) (-0.259)
[0.001] [0.001] [0.071] [0.174] [0.092] [0.795]
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Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
(White’s t), [Bottom] = p-value (two-tailed). D, =a dummy variable, which is 1 for loss samples and 0 for others.
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Table5 Value relevance of changes in earnings

Period I: 1979 -1985 Period 11: 1986 — Period 111: 1993 -
1992 2000
AOP Adj. R? AOP Adj. R? AOP Adj. R?
Railroad 2.3209 0.2038 -2.5019 0.6428 -14195 0.3153
(1.293) (-1.370) (-2.348)
[0.198] [0.173] [0.020]
Land Trans. 0.5980 0.1674 4.3629 0.4027 1.1996 0.3710
(0.880) (1.752) (2.811)
[0.382] [0.084] [0.006]
Shipping 0.2058 0.1799 0.1809 0.3421 0.7362 0.5467
(1.046) (0.950) (3.168)
[0.298] [0.344] [0.002]
Warehouse 1.9379 0.3741 2.6454 0.5793 0.4614 0.3516
(2.570) (2.786) (1.796)
[0.011] [0.006] [0.074]
Manufacturing 0.8730 0.2506 2.3781 0.3473 0.9761 0.2536
(5.123) (5.668) (5.259)
[0.000] [0.000] [0.000]
A0l Adj. R? AOI Adj. R? A0l Adj. R?
Railroad 3.2805 0.2422 -2.1334 0.6457 -1.6175 0.3153
(1.207) (-3.688) (-2.880)
[0.229] [0.000] [0.004]
Land Trans. 0.7458 0.1849 9.1300 0.4229 1.4259 0.3746
(1.262) (2.760) (2.612)
[0.211] [0.007] [0.010]
Shipping 0.0643 0.1732 0.4583 0.3454 1.0177 0.5556
(0.317) (1.195) (5.229)
[0.752] [0.235] [0.000]
Warehouse 2.1546 0.3978 2.5587 0.5789 0.3408 0.3489
(2.673) (2.960) (1.457)
[0.009] [0.004] [0.147]
Manufacturing 0.8741 0.2538 1.7767 0.3359 0.8690 0.2506
4.732) (3.219) (5.378)
[0.000] [0.001] [0.000]
ANI Adj. R? ANI Adj. R? ANI Adj. R?
Railroad -0.1425 0.1587 3.7340 0.6459 -0.5210 0.3028
(-0.300) (1.964) (-1.939)
[0.764] [0.051] [0.054]
Land Trans. 0.8120 0.1709 1.7059 0.4379 0.1648 0.3535
(2.014) (2.051) (0.287)
[0.048] [0.044] [0.775]
Shipping 0.1027 0.1739 0.2899 0.3426 0.0451 0.4677
(0.575) (0.944) (0.272)
[0.567] [0.347] [0.786]
Warehouse 4.0914 0.4588 1.4603 0.5727 0.2694 0.3506
(3.126) (1.526) (0.971)
[0.002] [0.129] [0.333]
Manufacturing 0.4139 0.1994 0.4248 0.3101 0.1896 0.2362
(3.7112) (2.216) (2.647)
[0.000] [0.027] [0.008]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
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(White’s t), [Bottom] = p-value (two-tailed). AX=X-X,,.
Table 6 Value relevance of positive and negative changes in earnings

Period I: 1979 — 1985 Period 11: 1986 — 1992 Period 111: 1993 — 2000

AOP D, AOP AdjR2 AOP D, AOP AdiR2 AOP D, AOP Adj.R?
Railroad 44359 -46154 02227 -33816 37064 06417 -09547 -06910 03121

(1268)  (-1.125) (-2342)  (0.464) (-0.791) (- 0.474)

[0207] [0.262] [0021] [0.643] [0430]  [0.636]
Land 10561 -18683 01764 41520 03175 03946 01111 15415  0.3709
Trans. (1143)  (-1576) (0.876)  (0.046) (0099)  (1.067)

[0257]  [0.120] [0384] [0.964] [0922]  [0.288]
Shipping ~ 00241 03604 01765 00759 05173 03362 04583 10803 05631

(0112) (1439 (0389)  (0.866) (3216)  (2377)

[0911]  [0.153] [0698]  [0.389] [0002]  [0.019]
Warehouse ~ 25913  -1.3548 03782 36972 -21137 05783 03461 04012  0.3490

(1701)  (-0.751) (2217)  (-0.860) (1320)  (0563)

[0092]  [0.455] [0028]  [0.392] [0.188]  [0574]
Manufac. 11562 -07980 02593 48503 -4.4845 03698 05456 12176  0.2504

(3649)  (-2.041) (5613)  (-4473) (2302) (3572)

[0000]  [0.041] [0.000]  [0.000] [0021]  [0.000]

AOl D, A0l AdjRZ A0l Dy A0l AdiR2 A0l Dy, AOl Adj.R?
Railroad 71478 -80545 03212 -22256 24621 06436 -26078 16061 03142

(1L366) (-1.334) (-3739)  (0.395) (-2370)  (1.044)

[0174]  [0.184] [0000]  [0.694] [0019]  [0.298]
Land 08933 -05485 01760 39918 12041 04243 04471 16892 03752
Trans. (1149)  (-0.701) (0545)  (0.829) (0372)  (0.999)

[0255]  [0.486] [0587]  [0410] [0710]  [0.319]
Shipping  -00580 02400 01670 04426 00620 03386 10017 00387 05519

(-0269)  (0.934) 0911)  (0.086) (3346)  (0.071)

[0.789]  [0.353] [0365]  [0932] [0001]  [0.944]
Warehouse ~ 2.8611 -16628 04065 28396 -05744 05758 02939 01787  0.3456

(1986)  (-0.942) (1673)  (-0.265) (1313)  (0.280)

[0050]  [0.348] [0097]  [0.791] [0191]  [0.780]
Manufac. 11432 -07825 02628 26820 -20030 03429 04495 13057  0.2579

(3487) (- 1.966) (1921)  (-1.265) (4200 (4524

[0000]  [0.049] [0055]  [0.206] [0016]  [0.000]

ANl Dy ANl AdiRZ ANl Dy ANl AdiR2 ANl Dy ANl Adj.R?
Raiload  -04712 19062 01624 85764 -50735 06441 -19230 15331 03010

(-1220)  (3583) (0382)  (-0.223) (-1029)  (0.795)

[0224]  [0.000] [0703]  [0.824] [0305]  [0.428]
Land 07329 08552 01603 04172 21166 04475 -24582 36992 03831
Trans. (2031)  (0.729) (0386)  (1.345) (-3433) (3.717)

[0046]  [0.468] [0700]  [0.183] [0001]  [0.000]
Shipping  -00834 03675 01696 01946 01743 03358 01444 -01749  0.4649

(-0323)  (1.000) 0275  (0.190) (0585)  (-0.505)

[0.748]  [0.320] [0.784]  [0.850] [0560]  [0.615]
Warehouse ~ 54519  -42022 04907 21542 -20667 05740 05598 -06354  0.3545

4.276)  (-2.505) (1767)  (-1.331) (1962)  (-1.102)

[0000]  [0.014] [0080]  [0.186] [0051] [0272]
Manufac. 06332 -05489 02075 05328 -02856 03102 00799 04561 02421

(3382)  (-2.394) (L714)  (-0671) (744)  (3.170)

[0001]  [0.017] [0087]  [0.503] [0006]  [0.002]
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Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
(White’s t), [Bottom] = p-value (two-tailed). Dy =a dummy variable, which is 1 for samples of negative change and 0 for others.
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Table 7 Value relevance of large positive shocks on earnings

Period I: 1979 - 1985

Period 11: 1986 - 1992

Period 111: 1993 - 2000

OP D, OP Dy, OP Adj. R2 OP D, OP Dy, OP Adj. R2 OP D, OP Dy, OP Adj. R2

Railroad 0.5688 -0.0432 14989 0.2911 50074 15170 -4.1320 06720 0.5680 01817 08100 03344
(2.800) (-0.248) (1.115) (3.388) (-1129)  (-3.250) (1.035) (0.440) (1.147)
[0.006] [0.805] [0.267] [0.001] [0.261] [0.001] [0.302] [0.661] [0.253]

Land Trans. 0.2498 04187 04537 0.2227 -0.3524 06174 1.1305 0.3780 0.7385 -0.9979 0.0905 0.3789
(0.836) (1172) (1.190) (-0.219) (0407) (0.951) (1978) (-1.923) (0.237)
[0.406] [0.245] [0.238] [0.828] [0.685] [0.345] [0.050] [0.057] [0.813]

Shipping 04633 -04319 00185 0.1750 22242 -25063  -0.9037 0.3388 1.1536 -05271 0.9166 0.5945
(0589) (- 0576) (0.024) (1.356) (-1430)  (-0.434) (4.273) (- 1619) (1.656)
[0.557] [0.566] [0.981] [0.178] [0.156] [0.665] [0.000] [0.108] [0.100]

Warehouse 0.9655 04128 -0.1671 03071 00686  -0.3082 1.1678 05633 0.7479 03544  -0.1451 0.3671
(3.193) (-1537)  (-0475) (-0090)  (-0.399) (L481) (2.500) (-1103)  (-0484)
[0.002] [0.127] [0.636] [0.928] [0.691] [0.141] [0.013] [0.271] [0.629]

Manufacturing  0.7368 -06791 05778 0.2846 16023 -1.0631 1.7696 0.3629 1.1876 -0.7004 0.2429 0.2615
(5.366) (- 5.501) (3.363) (4.664) (- 3470) (3.845) (8.837) (- 4.415) (0.697)
[0.000] [0.000] [0.001] [0.000] [0.001] [0.000] [0.000] [0.000] [0.486]

ol DOl Dg, Ol Adj. R2 ol DOl Dg,Ol Adj. R2 ol DOl Dg, Ol Adj. R2

Railroad -0.0534 03137 -5.2754 0.2295 3.9867 14208 -32102 0.6551 05424 -04441 1.3674 0.3061
(-0117) (0.619) (- 1.270) (3.838) (-0554)  (-1.899) (0.780) (-0516) (1534)
[0.907] [0537] [0.206] [0.000] [0.581] [0.060] [0.437] [0.606] [0.127]

Land Trans. 06723 -0.0230 0.5166 0.2382 2.6659 16843 -0.2592 04121 0.7399 -1.2995 00775 0.3898
(1.253) (-0.062) (0.878) (L442) (0.492) (- 0.206) (1.790) (- 2.850) (0.191)
[0.214] [0.951] [0.383] [0.153] [0.624] [0.838] [0.076] [0.005] [0.849]

Shipping 1.0356 10435 -0.4485 0.1931 -0.2857 06523 35288 03331 0.8869 -0.0943 16107 0.5686
(2.189) (-2399)  (-0.976) (-0.311) (0.853) (1619) (3.086) (-0.234) (2.802)
[0.031] [0.018] [0.332] [0.757] [0.396] [0.109] [0.003] [0.815] [0.006]

Warehouse 0.4447 05752 -0.2406 0.2629 03151 -1.2149 0.8685 0.5664 0.6980 -0.3442 0.3699 0.3646
(1.187) (-2284)  (-0.771) (0.398) (- 1.225) (0.963) (2.957) (- 1.335) (1.290)
[0.238] [0.024] [0.442] [0.691] [0.223] [0.338] [0.004] [0.184] [0.199]

Manufacturing ~ 0.7088 -0.7873 0.9293 0.2589 1.9247 -1.5690 18725 0.3635 11761 -0.7106 0.3536 0.2616
(4.716) (-5.282) (3.629) (5.338) (- 4579) (3.698) (7.991) (-4.331) (1.062)
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.288]
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Table 7 Value relevance of large positive shocks on earnings (continued)

Period I: 1979 - 1985

Period 11: 1986 - 1992

Period 111: 1993 - 2000

NI D NI Dgy NI Adj. R2 NI D NI DgNI Adj. R2 NI D NI Dgy NI Adj. R2

Railroad -1.3474 1.8458 -3.9586 0.1954 47230 19081  -6.9932 0.6366 08374 -05028 27573 0.3006
(- 1.200) (1862) (- 1.027) (0.851) (-0350)  (-1435) (1.183) (- 0.565) (1116)
[0.232] [0.065] [0.306] [0.396] [0.727] [0.153] [0.238] [0573] [0.266]

Land Trans. 0.4044 -0.6481 1.9105 02221 7.4859 59975  -4.0465 04941 0.7595 0.0986 05361 0.3577
(1841) (-0.763) (L857) (2.922) (-2292)  (-1837) (0.938) (0.118) (0512)
[0.070] [0.448] [0.068] [0.005] [0.025] [0.070] [0.350] [0.906] [0.610]

Shipping -1.9916 21819 25176 01757 -1.8219 21077 36350 0.3395 2.5050 -2.5507 1.4929 05342
(-0.701) (0.764) (0.877) (- 1.236) (1.406) (1.655) (3.198) (-3.047) (0.805)
[0.485] [0.447] [0.383] [0.219] [0.163] [0.101] [0.002] [0.003] [0.422]

Warehouse 1.0745 -0.8994 05342 0.2788 0.9537 - 18712 15752 05773 0.5460 -0.2467 0.8882 0.3543
(1.893) (- 1.718) (0516) (0612) (- 1.065) (0.908) (1.368) (-0591) (1493)
[0.061] [0.089] [0.607] [0.541] [0.289] [0.365] [0.173] [0.555] [0.137]

Manufacturing ~ 0.4842 -05784 1.4463 0.2402 1.0882 -0.6737 09411 0.3203 1.0016 -06080  -0.7284 0.2455
(2.077) (- 2.357) (3.346) (2.596) (- 1L553) (0.720) (3.701) (-2075)  (-2.360)
[0.038] [0.018] [0.001] [0.009] [0.121] [0472] [0.000] [0.038] [0.018]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed). D= a dummy variable, which is 1 for

samples of negative change and O for others. Dy, =a dummy variable, which is 1 for samples of large positive shock and O for others.
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Table8 Value relevance of earnings components

Panel A Period I: 1079 - 1985 Period 11: 1986 - 1992 Period 111: 1986 - 2000
Pearson (OP, FIN) (OP, EXT) (FIN, EXT) (OP, FIN) (OP,EXT) (FIN, EXT) (OP, FIN) (OP, EXT) (FIN, EXT)
Railroad - 0561 -0479 -0378 -0.790 -0.358 -0.239 -0.709 -0573 0.100
(0.000) (0.000) (0.000) (0.000) (0.000) (0.002) (0.000) (0.000) (0.163)
Land Trans. -0.850 -0578 0.300 -0814 -0412 0.321 -0.356 -0.726 0038
(0.000) (0.000) (0.008) (0.000) (0.000) (0.003) (0.000) (0.000) (0.655)
Shipping -0.267 0711 -0.220 -0411 -0.113 0.254 -0538 -0.460 -0.046
(0.006) (0.000) (0.024) (0.000) (0.250) (0.009) (0.000) (0.000) (0.600)
Warehouse -0.165 -0.803 -0375 -0.076 -0.625 -0.315 -0.703 -0.564 0.309
(0.069) (0.000) (0.000) (0.378) (0.000) (0.000) (0.000) (0.000) (0.000)
Manufacturing -0.390 -0.249 -0.151 -0.385 -0.465 -0.031 -0.215 -0.147 -0.032
(0.000) (0.000) (0.000) (0.000) (0.000) (0.104) (0.000) (0.000) (0.038)
Spearman (OP, FIN) (OP, EXT) (FIN, EXT) (OP, FIN) (OP, EXT) (FIN, EXT) (OP, FIN) (OP, EXT) (FIN, EXT)
Railroad -0.751 -0.294 -0.169 -0.744 -0.543 0.119 -0.663 -0678 0.203
(0.000) (0.000) (0.033) (0.000) (0.000) (0.134) (0.000) (0.000) (0.004)
Land Trans. -0.748 -0531 0073 -0.713 -0.697 0.256 -0414 -0.732 -0.048
(0.000) (0.000) (0.526) (0.000) (0.000) (0.019) (0.000) (0.000) (0.570)
Shipping -0.379 -0572 -0.183 -0.595 -0.119 0.082 -0551 -0.670 0.269
(0.000) (0.000) (0.062) (0.000) (0.227) (0.404) (0.000) (0.000) (0.002)
Warehouse -0277 -0.793 -0.181 -0.049 -0.759 -0.351 -0.182 -0.691 -0.196
(0.002) (0.000) (0.046) (0572) (0.000) (0.000) (0.010) (0.000) (0.005)
Manufacturing -0.458 -0.565 -0.230 -0.362 -0.709 -0.147 -0.204 -0.608 -0.080
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
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Table8 Value relevance of earnings components (continued)

Panel B Period I: 1979 - 1985 Period II: 1986 - 1992 Period I11: 1993 - 2000
OP FIN EXT Adj. R2 OP FIN EXT Adj. R2 OP FIN EXT Adj. R2
Railroad 01223 08852 -0.4656 0.2208 21491 07375  -2.0975 0.6623 04725 -0.9852 0.3417 0.3548
(0.170) (-0785)  (-0563) (0.834) (-0243)  (-0.793) (0.881) (- 1.455) (0.722)
[0.865] [0.434] [0.575] [0.406] [0.808] [0.429] [0.379] [0.147] [0472]
Land Trans. 1.1817 1.3360 -0.0794 0.2275 55256 12,694 16109 0.5401 1.1145 -0.0039 0.8481 0.3665
(2.274) (1435) (-0.254) (2.803) (2.106) (L671) (2.544) (-0.004) (1587)
[0.026] [0.156] [0.800] [0.006] [0.039] [0.099] [0.012] [0.997] [0.115]
Shipping 0.1158 00561 -0.1789 0.1636 04073 04027 -0.259% 03201 1.0839 0.2459 0.0995 0.5643
(0554) (-0092)  (-0371) (0.870) (0.247) (-0.498) (3917) (0.540) (0.885)
[0.581] [0.927] [0.711] [0.387] [0.806] [0.620] [0.000] [0.590] [0.378]
Warehouse 3.8536 15289 5.2678 04447 1.3499 1.1061 15092 0.5634 0.7777 0.3204 03371 0.3677
(2.713) (L545) 2.172) (1378) (0.669) (1.193) (4.244) (0.777) (1.152)
[0.008] [0.125] [0.032] [0.171] [0.505] [0.235] [0.000] [0.438] [0.251]
Manufacturing ~ 0.6672 05123  -0.0774 0.2365 1.9154 0.7055 0.0924 0.3368 1.0576 04942 01921 0.2593
(5.061) (-3116)  (-0.544) (6.184) (2.303) (0.455) (1053) (3.228) (2.267)
[0.000] [0.002] [0.587] [0.000] [0.021] [0.649] [0.000] [0.001] [0.023]

Panel A: Correlations between earnings components.  Above table shows correlation and p-value (in parenthesis).
Panel B: Regression results.  Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed).
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Table9 Value relevance of changes in earnings components

Panel A Period I: 1079 - 1985 Period 11: 1986 - 1992 Period 111: 1986 - 2000
Pearson (AOP, (AOP, AEXT) (AFIN, AEXT)  (AOP, (AOP, AEXT) (AFIN, AEXT)  (AOP, (AOP, AEXT) (AFIN, AEXT)
AFIN) AFIN) AFIN)
Railroad -0.349 -0521 -0.047 0.358 -0.788 -0.744 -0.509 -0437 0.000
(0.000) (0.000) (0.553) (0.000) (0.000) (0.000) (0.000) (0.000) (0.995)
Land Trans. 0.062 -0.729 -0.150 -0.773 0.300 -0.289 -0.409 -0.634 0178
(0.595) (0.000) (0.193) (0.000) (0.006) (0.008) (0.000) (0.000) (0.032)
Shipping -0.186 -0579 0019 -0.665 -0.447 0.255 -0.674 -0372 -0.054
(0.057) (0.000) (0.845) (0.000) (0.000) (0.002) (0.000) (0.000) (0.623)
Warehouse -0425 -0.785 0.114 -0.187 -0.366 -0.234 0.009 -0.103 0.060
(0.000) (0.000) (0.213) (0.028) (0.000) (0.006) (0.901) (0.145) (0.400)
Manufacturing -0.049 -0.194 -0.087 -0.227 -0.163 0.092 -0.070 -0.029 -0.086
(0.022) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.061) (0.000)
Spearman (AOP, (AOP, AEXT) (AFIN, AEXT)  (AOP, (AOP, AEXT) (AFIN, AEXT)  (AOP, (AOP, AEXT) (AFIN, AEXT)
AFIN) AFIN) AFIN)
Railroad -0453 -0563 -0.139 -0.540 -0.406 -0.276 -0.565 -0573 0028
(0.000) (0.000) (0.078) (0.000) (0.000) (0.000) (0.000) (0.000) (0.701)
Land Trans. -0.405 -0.705 0153 -0513 -0.079 -0.216 -0.460 -0.630 0.140
(0.000) (0.000) (0.183) (0.000) (0478) (0.050) (0.000) (0.000) (0.094)
Shipping -0.361 -0.590 -0.007 -0.426 -0.257 0.003 -0.339 -0532 -0.158
(0.000) (0.000) (0.941) (0.000) (0.002) (0972) (0.002) (0.000) (0.148)
Warehouse -0502 -0.772 0.163 -0.407 -0441 -0.182 -0.363 -0.336 -0.062
(0.000) (0.000) (0.072) (0.000) (0.000) (0.033) (0.000) (0.000) (0.386)
Manufacturing -0.275 -0.664 0.004 -0.326 -0624 -0.089 -0.283 -0.440 -0.017
(0.000) (0.000) (0.859) (0.000) (0.000) (0.000) (0.000) (0.000) (0.259)
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Table9 Value relevance of changes in earnings components (continued)

Panel B Period I: 1979 - 1985 Period II: 1986 - 1992 Period I11: 1993 - 2000
AOP AFIN AEXT Adj. R2 AOP AFIN AEXT Adj. R2 AOP AFIN AEXT Adj. R?
Railroad 3.0487 42776 -00770 0.2358 16925 0.0643 25219 0.6446 -20407  -13404  -0.4658 0.3124
(1.101) (0.936) (-0.134) (0515) (0.014) (1409) (-3283)  (-0505)  (-1.969)
[0.273] [0.351] [0.894] [0.607] [0.989] [0.161] [0.001] [0.614] [0.050]
Land Trans. 0.7612 20144 03172 0.1766 8.7464 14190 1.4960 04473 1.6051 14337 01772 0.3658
(1.030) (2.702) (L072) (2.536) (2.213) (L723) (1.941) (0.736) (0.281)
[0.307] [0.009] [0.288] [0.013] [0.030] [0.089] [0.054] [0.463] [0.779]
Shipping 02216 - 1.0099 01782 0.1893 0.7325 25074 -0.1236 03413 1.0552 08174 0.0614 05519
(1.044) (- 1.141) (0519) (1.695) (1.394) (-0.268) (3.678) (1.785) (0.621)
[0.299] [0.257] [0.605] [0.093] [0.167] [0.790] [0.000] [0.077] [0.536]
Warehouse 39736 4.2962 35750 04514 35417 25119 1.1358 05814 0.5056 -1.2082 0.2442 0.3512
(2.723) (2.522) (1.736) (2.936) (1.093) (1.172) (2.032) (-1.333) (0.615)
[0.008] [0.013] [0.085] [0.004] [0.276] [0.243] [0.044] [0.184] [0.540]
Manufacturing ~ 0.8485 0.6807 -0.2194 0.2564 24033 0.5895 -0.3967 0.3501 0.9837 01277 0.0759 0.2542
(4.660) (L541) (- 1.698) (5.712) (1637) (- 1.940) (5.182) (0.579) (1822)
[0.000] [0.123] [0.090] [0.000] [0.102] [0.052] [0.000] [0.563] [0.069]

Panel A: Correlations between changes in earnings components.  Above table shows correlation and p-value (in parenthesis).

Panel B: Regression results.  Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed).
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Table 10  Effect of under-profitability on the value relevance of earnings

Panel A Period 1: 1979 — 1985 Period 11: 1986 — 1992 Period 111: 1993 - 2000
ol D+Ol Adj. R2 ol D+Ol Adj. R2 ol DOl Adj. R?
Railroad -0.7906 0.8962 0.1566 25819 1.129% 0.6554 1.2976 -1.3677 0.3099
(-0529) (0.633) (1.114) (0.396) (1.485) (-1.277)
[0.598] [0.528] [0.267] [0.693] [0.139] [0.203]
Land Trans. 12177 0.7698 0.2454 25533 04821 04108 05454 0.3675 0.3575
(2.531) (0918) (1.730) (0.315) (1547) (0.368)
[0.014] [0.362] [0.088] [0.754] [0.124] [0.714]
Shipping 0.0297 0.2815 0.1762 01352 05276 0.3362 1.0483 -0.0852 05443
(0.318) (1.155) (0.300) (0.905) (3.072) (-0.121)
[0.751] [0.251] [0.765] [0.368] [0.003] [0.904]
Warehouse 0.2056 -0.7264 0.2680 0.2982 0.7705 0.5583 0.6465 -0.2062 0.3609
(0.752) (- 1.894) (0.435) (0.748) (2.562) (-0.361)
[0.454] [0.061] [0.664] [0.456] [0.011] [0.718]
Manufacturing 1.1671 -1.1274 0.2235 2.3628 -1.7152 0.3417 15524 -1.0920 0.2617
(7.035) (-6.238) (8.333) (-5.378) (9.331) (-5592)
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed). D, =a dummy variable, which

is 1 for low ROE samples and O for others.
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Table 10 Effect of under-profitability on the value relevance of earnings (continued)

Panel B Period 1: 1979 — 1985 Period 11: 1986 — 1992 Period 111: 1993 - 2000
ol Dy+Ol Adj. R2 ol DOl Adj. R2 ol DOl Adj. R?
Railroad 0.5284 -05162 0.1536 12427 2.5654 06573 2.2405 - 24981 0.3487
(0.418) (-0.415) (0414) (0.788) (2.833) (-3.033)
[0.677] [0.679] [0.680] [0.432] [0.005] [0.003]
Land Trans. 1.1318 -0.1455 0.2378 1.7875 -36378 04178 05253 0.0262 0.3568
(2.288) (-0.160) (1.040) (- 1.318) (1.608) (0.018)
[0.025] [0.874] [0.302] [0.191] [0.110] [0.986]
Shipping 0.4890 -0.3534 01742 1.1353 -0.8104 0.3359 1.0024 0.0988 05443
(1.765) (-1.173) (0.555) (- 0.355) (3.040) (0.149)
[0.081] [0.244] [0.580] [0.723] [0.003] [0.882]
Warehouse 0.1354 -0.1383 0.2517 0.3501 1.0487 0.5590 0.6349 -0.1151 0.3607
(0.490) (-0.304) (0525) (0.839) (2.551) (-0.196)
[0.625] [0.762] [0.600] [0.403] [0.012] [0.845]
Manufacturing 12188 -1.3142 0.2344 2.6244 - 26754 0.3555 14734 -0.9810 0.2604
(8.187) (-8.079) (9.664) (-8.979) (8.691) (- 4.653)
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed). D, =a dummy variable, which

is 1 for low yield samples and O for others.
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Table 11

Sales size and relevance of earnings

Period I: 1979 - 1985

Period 11: 1986 - 1992

Period 111: 1993 - 2000

X Dy X D X Adj. R2 X DX D, X Adj. R2 X Dy X D X Adj. R2
Railroad
OoP 0.2227 1.0970 -1.8418 0.2248 7.3418 -6.4270 45518 0.7193 1.3184 -0.1728 -2.1651 0.3677
(0.563) (1.097) (-1.201) (3.965) (-4.158) (0.760) (3.585) (-0.271) (-2.703)
[0.574] [0.275] [0.232] [0.000] [0.000] [0.449] [0.000] [0.787] [0.008]
Ol -0.3018 - 0.5052 1.0036 0.1448 15.533 -12.751 -1.1906 0.6829 2.5467 -15775 -1.2106 0.3166
(-0.218) (-0.280) (0.572) (2.377) (-1.957) (-0.323) (1514) (-0.812) (-0.972)
[0.827] [0.780] [0.568] [0.019] [0.052] [0.747] [0.132] [0.418] [0.333]
NI -0.4760 -1.4490 2.3328 0.1549 39.230 - 37.605 -4.4398 0.6989 1.5027 1.2414 -2.6736 0.3008
(-0.124) (-0.404) (2.7127) (3.999) (-4.216) (-0.433) (0.654) 0.474) (-1.532)
[0.902] [0.687] [0.007] [0.000] [0.000] [0.666] [0.514] [0.636] [0.127]
Land Trans.
OoP 2.5445 -2.0233 0.3243 21771 - 2.3654 0.3559 0.2000 0.7581 -3.5946 0.3714
(2.338) (-1.849) (1.016) (-1.175) (0.323) (1117) (-1.092)
[0.022] [0.069] [0.313] [0.244] [0.747] [0.266] [0.277]
ol 5.2027 - 4.3665 0.4699 5.9585 - 4.2856 0.3781 05104 0.2364 -0.7954 0.3627
(6.917) (-5.218) (2.047) (-1.302) (0.493) (0.226) (-0.604)
[0.000] [0.000] [0.044] [0.197] [0.623] [0.822] [0.547]
NI 5.2558 -4.4240 -5.5618 0.2254 46145 -0.8377 -3.3989 0.4045 2.2937 - 1.3408 -0.7954 0.3724
1.713) (-1.434) (-0.514) (3.842) (-0.350) (-2.125) (1423) (- 1.020) (-0.409)
[0.091] [0.156] [0.609] [0.000] [0.728] [0.037] [0.157] [0.309] [0.683]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed). D= a dummy variable, which
is 1 for small sales samples and O for others. D, = adummy variable, which is 1 for loss samples and O for others.
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Table 12  Sales size and relevance of positive and negative changes in earnings

Panel A: Railroad industry Small Size
A0P Dy 40P D, AOP DgDy AOP  Adj.R? Positive Negative
Period I 05392 5.7801 0.3795 -7.3168 0.2334 6.3193 -0.6180
(0.754) (1.253) (0.134) (- 0.999) F=17800 F=0.1742
[0.452] [0.212] [0.894] [0.319] p=0000  p=0677
I 30442 - 33.620 - 56.040 67.080 0.6827 -3.1780 7.8620
(3.082) (-3372) (-4.234) (4.855) F=27804 F=32375
[0.002] [0.001] [0.000] [0.000] p=0.098 p=0.074
I 65470 - 14779 -18.580 18344 0.3495 -0.9309 -2.0978
(1182) (-1.324) (- 2.596) (2.486) F=04139 F=15405
[0.239] [0.187] [0.010] [0.014] p=0521 p=0.216
401 D;4 Ol Dy 401 DgD, 401  Adj.R? Positive Negative
Period I 0.0402 8.5430 1.1525 - 11.005 0.3456 85832 -1.2693
(0.024) (1.651) (0.474) (- 1.577) F=47304 F=009548
[0.981] [0.101] [0.636] [0.117] p=0.000 p=0.330
I 32848 -34.751 -89.411 91.955 0.6556 -1.9030 0.6410
(2.014) (-2171) (-2545) (2.709) F=27644 F=0.0062
[0.046] [0.032] [0.012] [0.008] p=0.098 p=0.937
I -6.3688 4.5056 4.0301 -3.3551 0.3104 -1.8632 -1.1882
(-1.190) (0.824) (0.553) (-0.452) F=14938 F=1.0861
[0.236] [0.411] [0.581] [0.652] p=0.223 p=0.299
ANI Ds 4Nl Dy ANl DgDy ANl Adj.R? Positive Negative
Period |  -6.5944 6.0897 13.734 -11.688 0.1478 -0.5047 15413
(-0.853) (0.795) (1.240) (- 1.055) F=06839 F=12586
[0.395] [0.428] [0.217] [0.293] p=0410 p=0.264
I 56.041 -41.338 -994.51 982.51 0.6547 14.7030 2.7030
(0.685) (-0477) (-2.199) (2.174) F=19146 F=18461
[0.495] [0.634] [0.029] [0.031] p=0.169 p=0.176
n -17689 0.3033 -10.923 12.240 0.3471 - 1.4656 -0.1486
(-0.602) (0.087) (-1.951) (2.036) F=04141 F=0.846
[0.548] [0.931] [0.053] [0.043] p=0521 p=0.772

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
(White’s t), [Bottom] = p-value (two-tailed). Dy=a dummy variable, which is 1 for small sales samples and O for others. D, =a

dummy variable, which is 1 for samples of negative change and 0 for others.
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Table 13  Sales size and relevance of positive and negative changes in earnings

Panel B: Land trans. industry Small Size
A0P Dy 40P D, AOP DgDy AOP  Adj.R? Positive Negative
Period | 5.8237 -5.4871 -12.344 11.391 0.3261 0.3366 -0.6164
(6.425) (-5.936) (-4.702) (4.352) F=03082 F=03055
[0.000] [0.000] [0.000] [0.000] p=0581 p=0582
I 10.967 -17.146 8.2447 1.0844 04374 -6.1790 3.1501
(2.166) (-1.931) (0.721) (0.102) F=06010 F=05989
[0.034] [0.058] [0.473] [0.919] p=0.441 p=0.442
I -20426 3.2408 3.8153 -36271 0.3725 1.1982 1.3864
(-1.200) (1.589) (1.818) (-1.457) F=06643 F=15583
[0.232] [0.114] [0.071] [0.147] p=0417 p=0214
401 D; 40l Dy 401 DgD, 401  Adj.R? Positive Negative
Period | 6.1738 -59111 -10.305 10.121 0.3848 0.2627 0.0787
(12.43) (-10.17) (-2.317) (2.291) F=02681 F=0.088
[0.000] [0.000] [0.024] [0.025] p = 0.606 p=0.925
I 22.805 -29.589 -3.7042 23458 0.4612 -6.7840 12.970
(2.687) (-2.629) (-0.256) (1.703) F=08523 F=19180
[0.009] [0.010] [0.799] [0.093] p=0.359 p=0.170
m - -19727 3.0681 4.5495 -4.1116 0.3760 1.0954 15333
(-1.187) (1.553) (1.890) (-1532) F=08221 F=13044
[0.238] [0.123] [0.061] [0.128] p =0.366 p=0.255
ANI Dy ANI Dy ANl DgDy ANl Adj. R Positive Negative
Period | 75347 - 6.8067 -14.434 15.241 0.1959 0.7280 15350
(1.280) (-1.163) (-1.737) (1.781) F=12278 F=0.4403
[0.205] [0.249] [0.087] [0.080] p=0272 p=0509
I 0.3944 0.8891 1.7169 0.3555 0.4418 1.2835 3.3559
(0.358) (0.276) (1.310) (0.092) F=01340 F=5.8206
[0.721] [0.783] [0.194] [0.927] p=0.715 p=0.018
i -1.9919 -0.2820 3.6753 -0.8643 0.3784 -2.2739 0.5371
(-2.181) (-0.278) (3.029) (-0.526) F=33800 F=0329
[0.031] [0.782] [0.003] [0.600] p=0.068 p=0567

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
(White’s t), [Bottom] = p-value (two-tailed). Dy=a dummy variable, which is 1 for small sales samples and O for others. D, =a

dummy variable, which is 1 for samples of negative change and 0 for others.
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