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Relevance of Earnings Components:
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The main purpose of this research is to investigate the rationality of current form of performance measurement
and reporting in Japan. In this paper, net income (bottom line) is divided into three components: 1) operating
profits, 2) gains and losses from non-core operating activities and financial activities, and 3) other gains and
losses (taxes and gains and losses from unusual activities). This research investigates whether, given
operating profits, other two components have the incremental explanatory power for the variation in stock
prices. The empirical results show that other two components are value relevant and each has the indigenous
information contents. Therefore, current rule in Japan, which mandates to divide net income into those
components and report them separately, has rationality. However, gains and losses from non-core operating
activities and financial activities are not independent earnings that have the complete meaning. The results
seem to support the view that it could gain empirical meanings only by being added to operating profits and
integrated into ordinary income (and so into net income). As reported in our prior research, controlling the
noisy factors contained in the components makes earnings information more value relevant. By testing the
relevance of earnings components with controlling noises, this research confirms the potential information

value of earnings as original data set, which investors process for estimating permanent earnings of firms.

Keywords: earnings components, value relevance, earnings surprises, losses, Japan
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EABREEND &, FOMEDRK % persistenceDFHEICH L O LML H D, T DI
Y72 WFJ2 13 Lipe (1986) T 5 % ThUUKE, LIZLIEMAEFORKEZE VL CE 0L, *

! 723 . Cheng and Hollie 1. ¥ ¥ v a7 —4% FEEE (core) LD b DL ZRL4
(non-core) &L IZF, ZOMMERSMPIF Ry v a7 —D0THKEZR ELIELZ

ELERLTWA,

2 Lipe (1986) Tix. FlIisix. H¥EME., —REHEE. WMEAE., ZLFE, AR, 20O



yyvvarzr— LML OBRTH D, SEFILE % cash-earnings & accrualsic 43 fig L 7=

. BEIE. MROMEETRER (revert) 725 ——72& 213, BEHMZ MV LS TR
EHEROLTH, MREADBEHICR T2 EEFICHBREZWPIEL——Z 0B, 20O
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BLIRE W 2 DORFFRE AR L TV D, 1 20F, 20 I/ E & 1Zearnings management?
AR H D E LT (Doyle and Soliman, 2002, Moehrle, 2002) ., R EFHFEOHBIZ L D
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VeRATAOMENRD B,

B0 L L TOBECRERERE TR MEHEIC L 5 T, Ak, Flik o5 W45 g 2
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HHIZ, ZRNENPMICHB TIHMI A TWH EHESN TS, D 36 W EHZ IR
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WO RIE H 5 °, Fairfield et al. (1996) & Ballas (1999) ®OAFZEI%, AR OBEIZH & 5<
& M & Fl 4k D persistence L X R R HZR T OMBETHL 2 L 2" LTWD, FlikoD
persistenceld, IFA D WEEZNHK T2 DO TH Y | FEiEO F[1IT (Xpersistence D & K &
WRETMOVBRONPLTHD, THICEZWLT, ik boMsix, SRS ERT S
MO SR GEESHEE LT, ZORAMEEND TNDHD, TOEERITIKREL, 2
DHLTEHT 20, ESCBITORHBARMNERT 20BN TH D,

OREOKSHREICER LAWZEICIE, 9 TiZHerrmann et al. (2000) 3% 5, 727 L.,
B DOMFFEITAKEBICERN L THN, MEEHRS., BEEMEOAFEIC L 2HEBKER
D persistencelZ M HAILTWDH 72D, fiR., dEamid 2 0EICI/AEL TWd, £/, Fairfield
et al. (1996) & Herrmann et al. (2000) TVt . FFROROEDO FRICE RS EZHTTWVD,
ZHATTZW L T, Al orelevancelf gt & L Cid A — Y Ky 7 28kl (Z{bE) o7
FIEWT 2RANERIET 5808, ZOMEOH 20K THD ',

FO X5z, #BIED persistence DB AN OERERICHET H O TIEAR L, HEHRK &
WO NERIEHEIZ L > THEBDEAZR D T, K EFKEM O relevance DENVEZHEND D L &b
2. ZTOMFEICTHTz > Tk, BHREROMLITHOHIEICE T, TNLENOHKERICE E
% transitory earnings # 2> b — /LT 50N, ZOHILOE I OEEHTHD, KBS
(20023, b) IZX > THEN D=L D IT, FlIEZ R ERICHOMLARVWEE, HESCHME R L
Zariae—n35Z LI2ioTH, #EFEICE F£h 5 transitory earnings @ 522 % §& f
L C relevance Z H®H 5 Z LN TE 5, HEFIIKICZH transitory earnings ITEFFENTE Y |
Flo, MABRPOREOBEELZERN LS TH, BRFLZ a2 bo— AT, MARICH
R L FE D relevance 2 5 Z ENHERINTWD, DE D WRERSM L. WAR
FILLD /A RXDay b= LZRKRTOMERDOTH S,

PER DI TIL, WA S D WIS, MRS O 1 pl 258 5 % % FI 4% @ persistence

© RO ERSEE HAIC 2 HIEICIRE ST TV HHIZIC W TIE, Strong and Walker
(1993), Ohlson and Penman (1992) 72 & % &R,

" Giner and Reverte (1999) T, Ao v O XA HEUWFFIZ L2 3> THIUE 2 MR B ISR L
T, BTS20V 23D EZRIEL TWDE, £ 2T, fFIEDS, E@ELRg. REHEE. Bio
BEHIIHMENTWVWS, ZDOETIT, bRAEOXS LEHE LESBRARERTWS, LrL,
BOOEFET AL, FIEOIE, MEEEMOFAREICHAZLZHELTCEERLTVWD D,
BEFEICITMAIE O R SHEOGEERAERIN TS LTV R0,



DEKRE —FBAUCHEORDT 2 20EREHINLTWDR, ZOmXTIX, MAligs 3 HEHE
W5 EEbic, TNETNOEFEZIZOW T, transitory earnings Z 2> b a2 — /b3 5 %
TORROHRELIEREL R AS>TND, ZOSWEATLOE, T TICKH K (20023, b)
THHRAELZ 2 R THD, 1 23, BREROKEROF T—HENEN—TH Y,
H 9 L OO/ B—— PN ——Th b, 20X ITHERER ML ITMAL
|Z transitory earnings & = > b1 — L9 5 Z & T HEFIIE LS D 2 ESE % noisy /¢ transitory
earnings & 72 T HM L OME I ZEESNL, Z6 2 DO ER O RANE % #8128
BTE2X51C4%, 2RIEN, ZOMXORENZHANTHY, TETH 5,

3 RFEDEMER®D value relevance
3.1 WBHRERET NV

M2 Z OMKUERICMT 2L, SMOHMITIE LT, DO HEFXSEIET
bo, ZOMETHEMT201%, DREOXFHIE TR EINTWD KFHEICE T 259
fRTH Y, BEFE., HEINEE, ZOMDOIBERZ~DONMTH 5, B EMA (Operating
Profits: LR, OP Ll8¥) 13, REDAETHLIEEGEH TE/INTNRETH D, HHE
AT, EXOBRMEICL ORI SREN, E&EM N LALLM, A%
DIHEEBE N SA L 2HBOEH THY | ZOEEREHIL., MBEEEIC L 2k & A2
LT, BIFTIE, ZoEENMEIEELZ FIN S0, 2o, B, B 28 i
MTHDH, LT, ThZx EXT EIRT Z&LICT 5,

ZOMETERMT 2 L0 3ERSMRIT, fido@y | BEODMNEOHEHEEICE
FOXBFHEICH LSV TWD, Thbb, HEMSICEEMMEZMA TS ONREF
%% (Ordinary Income) TH v | FEFEIC L OZ DM OEIE AN 2 726 O HMFI4E (Net
Income) Thd, HERIL, HREHATFLE L TCHEEREZMD L&, MAZOKEITD
LAHADZ & EEMGE, BEAEE & BT, BRI FIN LT OMOIRE EXT O
REFROEROAFT L, ZOLIRESFHET, bebe, FEOMMERDO L @
U T, ®&Z D permanent earnings ODHEFEIZHE L THHHTHM I N TEBY . EE. KHBF
(2002a) B L% (2002b) THIERICHEL O LB BEMK., BRENIE. #MAZEOIEIC
relevance N L VKW DO TH -7, £ X b, FlIEEIEHRD relevance Zigim+ 25 S W IZ, &
¥R EWAEL TR T 2SN HRICT ORI THDLEWVS O, KBFH (20024,

b) DEEZR, POERNBRAYyE—TVD1IDODTHoT,



Z D& D ITEZERNRNE WO relevance 23 b\ & T EENEE L X OMOEALEIS
T FE o 72< relevance RO LR VDM, EORPHBFAREICR2IFT THDL, T b 2
DO ERERB b EL /A REMMTH7ZTTHDIRL, TNOEEALMAISZ A%
FHECHA T 2T E&D o hiE e bl &icd, LnLl, BFRIIARLE O
L DAL T S relevance NRBO LN L2 DL, RIFTV , T TOMBPER L ZOMALEE D
S THREOHMERME AL, KoftHE 48 LT, %% O permanent earnings © 7412 1%
MTEI ETHBHEORBEHAZTOKRRNCL, —EOFHEMENFET LI LIRS, £
DEZBRFT L2008, ZOHORETH 5,

COWTHRAICH N BEREF AT, BTOMY Th 5,

P, = a+ B,OP, + B,FIN, + B,EXT, +u, (M12)

2T P UIHKAG. OP (T H EMAE, FIN [TE ¥ESHL. EXT 132 O oHELE (Fril#H 4
BLOBL) THY, FIROMERERIZITANTIESLVORETH D, ATO i 343
ZRL, CIEFRMICOWTIERER, FIROBRERICOVWTERFEELZRZL TV D,
EBHEZBR S TN TOEHIT., #HIZ X % heteroscedasticity Z g4 % 7= . BiHIK Dk
flicy7v—hrshd, EEEOMI2 X, ZZTOMKEHRET L (LLF, COMP &Igd)
OEFRZRZT S, FFD 1212, KHF (20023, b) ([ZB T 5 EIFRDOHF 52 Sk L T
HLTH2, ZOmMXOLUTOREFIZT T, EROEEY I —% G A7 fixed model THE
ESINTWD,

B, ZOWEOY T, KBJ (2002a, b) &R U<, 1979 4E 3 H H2> 5 2000 4E
SAMIETO 3 AREMSZE 9,122 firm —years TH D, FEMIZOVWTHRKIRESHOFR L E
ME¥EEF T VICTERHALTWD 2, BIEMIC, FIEIZH2 D REUT L7 A4 7 2037
Mo TWLIBMERH Y, ZOMEDEIEMREZLLEBLIC—RKILTERNI L Z2HLNT
DAFLTENRTIER LR,

32 BB R
EHOFTLBRHF 21, Tablel @ Panel A, B, CIZFE LD LNTWVWD, TXTLIHEHZY
OBETHY, EFOBMIZIHATH D, 1996 FREMH S, FHEEHOKRE hbENY

TNZEEND D, FHBIOBEERAZTIRES Yy 7L T0WD, 22T, AT 47



WHEATAHZEICLE D, 1992 F< b WVEERICL T, ZRUE., & EREOKEITK<
RoTWD, ZTHIE, NTNVHEZOAREKR LD EHEESIND, HESNEEOK
HAEEREHIZEI>TEHEHDONLTWDAED, AT 47 VITEHIE~YA T ATHDLN, AN
TNRRFE OB L D0 1989, 0 FOREW TII T T XITH LT\ D, £, &F
KRB &4 Th, 1990 FRIT~ A FAThHo TH/hERHEICR>TWVD, ZOMOA
WOEERFZEIBBEHTHDLD, AT 4T7E~ATATHLIN, FRICKLIKRE R
AT R B2,

RO M12 13, A OMRER~OBRE B Z2RMH L2LERRET L Th 20, BT
I HELBMEORBEN D D720, RMIC, MR EFRMALOMBAREZHEL AL, £
D K73 Table 2 Td V. Pearson O Ml (3 FE == 4HBI {2 $. Spearman o Ml 1L A A7 40 B £R $ % 7R
LTWb, Zhbid, AiflkkMcT 7L — b LEZEOMBERECTH D, £ho [1 NO
BEIZHBERAREH L L2 FENTIABERERTH D, MR, B EFE A ICHH B RE%
WROHND T — ANEREICZ VA L EILHEN B DA 213 LM 258V FE B R AR 1
BEIRL TR,

ZOWMFETH, Bifid (KHJ,2002a,b) LELCESIC, ETLVOELZLKTDHICHT
DRt O REHAE (AIC) & BB EEERREREIZ SN T, Wilcoxon #iE & ~Hy M
WX D EME%E1T > 72, Table 3 ® Z I Wilcoxon & & # 5t & . p-value 1= D H B FER
BNST IEF S REDHAEMELZ R L TWD, Panel ADSHTRERIZE D L. AIC & IREREK
DNTNOHKETEH, MKERICHE L R20EREREEMOFER (01) B LUK ZERIC
SELZWHMAEEMOE®R (ND Xvb, ZZTOMKERET L (COMP) DIiEH N
BhTWd, L2, BEMKEMOE®R (OP) L~2% L MREHREET LIL AIC F/h
fEHETIE, T LLEATHD VxR, 2F0, HEMEKEFR FIN & EXT 0B
iz, EFAVEGEO EFICIFESY > TEWRWD TH D,

ZOMEE LVFEMICONT 20, UTOETVICE 2B 217 - 72,

Pit = a+ﬂ10|3it +182F|Nit + U, (M12%)

ZOEFIEME OP_FIN £, Z® OP_FINETF /L, BEFMBZEOPDAICLHH

EUFETVICHAZLEHRE L THEENBRFINZNMZZLDTHDL25, OP_FIN & FIRE
AALEFT L OP & 2+, 24 EIE FIN OB 2 BB A HAT 5, F£7- . 0P_FIN



TRRE R Ol MR ERIC LT b DT LH 5, OP_FIN & Flis & A{LE 7T L Ol &

T, TogaMoaHERHHT S5, 2o 2D -0, Table 3 ® Panel B

Thd, WERE» DT, BERMKICTLWT 2 EESNBEROBINE, FH 0w LI H#
LTV LNz 2bDD, AIC R/MEBHETIT, HEIBEROBMTIET VEASED L5

WWHEKL TRy, LaLl, #REAEOLOHERBIRET LV E D L, AIC DTSR

ERBOLBTH, MRBERE~OSMRITET VEGE (i) om LIZEBRL TV,
EHT, LTFoBRURRICE D20 b1T o 7=,

Pit = a+ﬂ10|it +IH2 EXTit + U (M127)

ZOFETINVAEMEEMIC OI_EXT L R4, BHEFIRIC &2 HERE T LI LOMALEIC &
LHEFETAZENENE, 2O OILEXT L2 LD, PanelC TH 5, BHFIIC
eVt 52O OEE EXT QBT IRERBORITTRALHB I Om EIZ&S > T
RVEMND D, AICORIETIH, DLAETLVEAELZK FIE TS, L, A%
=il TLEID LIRS L, REFMBK L ZOMOBEBE~D NI, TTVESE
(LB )) o EICEBRLTWD, LEDORERIT, /A X0 VKRR %2 /B L CBH
PRI 25t AT 2 BT ORGFHBEICEAERH L2 L 2R L TWD,

EF AT OfE 1%, Table 4 I RSN TWDH, ROEBALOHMEIZ, Erb, HEI TR
ER RS, () WOKMEIZRE — S8z ME L7 White ® tfE, [] NOKBEIZAERET
b5 LT RS OFRORIZTRTRL), CUEHEMBICD D DR O FIL,
TRTORFEYTT T AThH D, 7272, 1985, 87, 89 EDRFAMI TIT. Z OREILHEFAY
ICHE TR,

o212, HESELE FIN 220 D4R %0, 1984, 87, 90, 91, 92, 93, 97, 2000 4
REMTT I ADFEREICIR>TWVD, 7272 L, 1984, 93 F DR FEM TIX, Z O IEEKIT
HEMBICHDDHEE L /S, i, 1979, 854D 2 IRAE W T, HENMELEOLR
BIAEER~AT AL R TS, THiE, BHEIMNGE (B 23RS W0IE &AM K LER
B (J) EVIBRERLTRY, BEETEHATERVWHERTHDI, WThiZ
b, HENERICL EO relevance IZRDO LN D DO D, F N ZIT E persistent T/ W
T, BRI EF K IE L O relevance XWX D TH D,

B3I, FOMOEREXTIZ 254 %0%. 1980, 96, 97, 9 EDHREMMTT T 2 DH
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BREIC>TWwD, 2720, WFRLEREMBICOLLDHE LY b/EW, £72, 1983
FRETIE, REBEERYA T AR E V), BEEIIKTH2/BEANBEIALTND
I TOMEIE, ZoMOBELE OrelevancelXERITIEE T SN NETH, HHEMNMER X
DHLEIBIT/AARELLEENTEY, relevance AL N2 L 2R L TWD, HITORXSF
B X, permanent earnings® X 0 i U)o HEEE TH D HERIIZ, O A XD b D EEHN
HEAMZ THRERFZEZFR L, IHIC, XV /A4 XDZ N2 O OELRE %N Z THIF
EARELCh 0L LTMRTE S % Zhid, R»bEALEAN TV RFEHRTIE
HDOLN, ENNZ I TEIUAEMIIHER I NTEDIT TH D,

ZOMFETH, KHJ (20023, b) & [RIBRIC, EERBRDEUFRHETE I H X 2B & o

L7-, Table 4 ® Dummy Test DMOEKMEIL, FEEXX I —IZOWVWT, TRTHRFEILER
(h=y,==y;=0) THLIMENELMIAELT FHEAEMETH Y, Hausman Test

OO, EXEF I —OFEIZ X > THRHEE DRBL A REITHRR D DE & BRGE L
TeNA ZRIEEAEMETH D, 2 MEORIEM RTINS, ERHOEEY I —%HF
ICEDDEICERN DD L2 EXFL TS, 2FED, ZZTOMBOBRERICLS
FEUFET VL, EEDROMEBELEZ T TS, Hausman Test OfEREZ R D L, EEDRE
1%KHETER T I2REMI6MBPIb 00, FEOEMRICEF LTIV ARY, £, 4F
RIZEHSTHA “REOREESHLER - TWVD, 2O LD, BEDROEZBELS VI
FRICESTHRR-TWVWDZ EDRERTE D,

4 HEHREFROZEILEOD value relevance
41 BREREMLEET LV

FF) 4% D ZALFH O EH O relevance NEBEIC SN DD LA U L 512, & ORERLEHRIZ DO
TH, TNTNOEFEBKRME N () LX) RBRICHDLONRMBEICRS S,
To & ZAE. MUFILE S KRR L THIM L7z & &, RROFEIFTEHIC L2 HERMBZ/HM L
EZERFELTVDION, TR EDEELDICEDFHNFENRFE LTV LDOMNITL-
T, BEFOCEZLVT2FMIIRARDLZTHA I, AHA, HMA L & OBEFRCHBEIC
B DF, BWEROMFEHVTIE AR, HEZE & permanent earnings £ OREFETH D, H D

1Ak 2 58 D 2L ER S permanent earnings @ TAADOWETIZHE RS 2 b 1T, £ O ER IXKRME

B oM TWS [Z0MoEE ] THNBREBBEACTH LN, 22 TOHN B TIEBL
DENRBEAHAENLTWARY, FOFEH, 2T TORENLIL, BORSFHOEMEICOWTIT
BRIZH W 720,
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b EFHFHMICHERRBEBRICH DT TH D, £ 2 TO permanent earnings & O B (X, £ D
FER% 2235 O ZALKEIC E T2 T O B R T transitory earnings 288 £ AL T WA I SHEAFE L Tk &
Ly Thbb, ZBAbBEO LY K& UNE7AR) #5478 transitory earnings (IC X > ThH D b h
TWL 25, RERFEEITE Y /hE (KR&EL) RDTHA I,

ZFOZEERIET D0, ZoFTERROERRXEZEAT S,

AP, = a + B AOP, + B, AFIN,, + B, AEXT, + U, (M13)

22T P IR, OP I3 E 4R, FIN I3E R BIE, EXT I oo BRI (FrhlHE i
BLOB) ThHY., FIBROMERERTINTNLL 1KV OBBETH L, AT ETFEELE
BEEZRLTWVD, MAFO HFEELZR L. CITHRMICOW TIEIRE R R4 Ok R
COVWTHRFHFELZRL TS, ok, EHHEZRS T XTOLEHIT, HKEICTXD
heteroscedasticity #3272, B RKOKM T 7 v —rahd, LR, ZOREKRE
FEALHEET V% ACOMP H 5 W TET /L MI3 L KFLT D,

EIESHTITHEN > T, T AMI3 OFEUREEOFFZICOVTHRBZHEL T 9,
T ClIzk 7= L oz, —&IC, FILE O Rk B 3 (T transitory earnings® L W £ < EFE B IF
L EORBUT RIS el BIEIOSHT TIX, BEEAMERFINICITE ERMIEOPL D b
% < Dtransitory earnings® & £, I 62, FOMOBEREXTICITHEEAERE LI £
D transitory earnings? & £ 4L T\ 7o, £ DK UEEHIZ & E 4L S transitory earnings® K /NZ b i
L. EHmMicix, T En 0 ZE{EE 2 b transitory earnings A& £ TW5 & TR ENR D,
Lo T, UFORHEPKIT S %,

R H6
WERMOEBEEL Y bEESNEEOLIFE, SO0 EINEED
ZALBE LV D ZOMOERROEALEDIZ S N, LY%< D transitory

earnings N EEN T35, T2abb, 0<B,<fB,<pf, Tho,

CORHTIZ, SR ERICODADBEN T T RICRDLEEEL TWBEN, ZOFREN

~A TR AREELEETERY, TN TR IONRERRIRETCEHL LD

9

At DOF =1L, KHJ (20028, b) »HDHEFETH 5,
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D, eezxF VANTFHENGF LS ERE, REFFEFERNBMALTL, AR
(IEBRAHAE 23 & : negative NPV) @ HE 3 D JFH IZ L - Tpermanent earningsidie L A L7112
KiTasnsZ2bE26NRD Ol  TRIEMEBOBETEZY 2 28K H 2R TH Y,
Yo TN ERELHWICAIZE &, BEO/ T EHRMEOTFE LR WD LHET D
DIF, EFHRIZKTDTHALI, LFTIE, TNOLOHFENHIZR D LD ZanomalySE L 5

DOMIZHEHEEBE LT, MK REE2MHERL L.

42 M FE R R

LA A O FLR R B IX, Tablel @ Panel D, E, FIZE iz, T XTI O
fEChHy ., SBEOHAMIIM TH D, 1996 F ORI LIME, il SENKE DRENARS
Nl BER &, FARERLITER->T, WTHOERERICHOWV TS, 1980 FR &
WHEMRLDHWEICRERKEEZTRVWEIICR XD, RRURXEK, @R T, VAT RE
. TN ENOEREROLBICEREMEZELCIED TR, EBRHFEMN
SIZH - 2 EREIFBE SN2, £7-, Table 5 (%, ZEE0MH A O AHBI MR B A4 BB L
b D TH D, Table 5 OFEHIL, Table 2 L AL, ZEEBRMEZBEIED1T LD E VW
BB OFEIEZ R L TR,

Table 6 IX, AIC t BEHEEERIERKOEINEFNZET LR THEBELEFBRTH D,
FH o Z 1% Wilcoxon OMEMFH &, p-value IZE DA EMEE, BNST IZH EREDH B HE
FAERFRLTWD, Panel AL, FIEZEFEIC K DHEYFET LV (KHJ (2002b) O E 7L
M5) L2 ZTOET/N MI3 LALLM EAETHD, WERBEZILLET L. LOKR
DFEZELTHN, BRI b HREROLLEIZ ML 721E 5 P i
B, L2l AIC 2l L TH D & MR ER~OSRIE, MR E O H B D
BELVBAICEZ/PSSLTWND2b00, BEEMERCKREF L L DIEMAEIZ>WTIE, A
HRFRI/FLL TV,

T BEARBOLEBEROBMMZERIZOWTRIET 5720, LT ORYGD

Wr&247 - 7=,

9 Lopez (2002) X, VA FFHEEZWVWLS ONOEHB TG, BELE (V2 FF) BEED
FRF v v varvn—lbhx B8R FOHAILL--TRAALDIFIZEHL, VA NTDIHEHA
ETFIVANOHBTROKT EOBEBEERA LT, TOHETIE, UANTOHEA O FIZIE,
CEOMEXF Yy 27— WMNIELLMHEINDILONRFETDHIENRTRBEIN TN
%, 7¢% . Francis et al. (1996), Bunsis (1997). Khurana and Lippincott (2000) & £ [,
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AP, = a + B AOP, + B,AFIN, +u, (M13°)

ZOETNEMEMIC AOP_AFIN &KL T D503, T & B ER RO LEEHIC X 5 HEF
EFETNEERERD ZEICEY . EENEEOLECE AFIN OB 7 5Bk EE A VA B 5
5, &b, AOP_AFIN L RERIE OB LD HERET VL 2D & REF
s DB & ERE OB & B ENABROBCERIC T 5 2 L OBMBY 72 Bk E S
WANHIBAT 5, £ EMRFEL 72D Table 6 @ Panel B Toh 5,

FP. REBRKALB L -ZAMORRE R D &, HEINEEOEEE AFIN X, HEF]
W DEACE AOP 27 W L CBIMMZ2#RB hom EICEIRL T, £/2, BREFEOE
L2 B ERE OB &L HEANEEOBMBEIIOMT 22 b, AN DO LR & WS A
THEWRTODLEIICRZ D, Lo, Ao AIC OEREFIC KX, B ¥R o2
FAOP 127235 AFIN OBMAERIZI S DT nThHY . BEF MO LK Z 5T
LHZEFETAEAGED LHICE LTV D EEFVW2RN, bEb ERERKDOK/IZ L
BRI 52 L ICECRMER D D20, 2 2 TORREIT CEHICE T, AFIN O 5 # @ value
relevance (IC O W TR ZHNED L O L HEE X5 25220,

SIHIZ, ZOMOBHEBEROENBEIZONVWTL, TOBMBLREREZRIET D720, U
T OGS 24T o T2,

AP, = a + B, A0l + B, AEXT, +u; (M137)

COEFETAEMEEMIZAOI_AEXT L £ L, LREFAFEOSIE Lz, ORI, Table
6 ® Panel CIZ/R L7z, AIC LIRERBONTNOLBIZIE TS, TOMOHEL O E(LHE
AEXT 121, BEFEOBAFE I WT 5 BMAZ2EBRIZED bk, 7272, MFlEo
T ZRFER B OB E ZOMOBROEEIZ T D L1, Ao EHITK
E<HEBML TV, ZhlE. /A XRELEENTNDZOMOBEEOEEEE ST 5
EEBULUTRENBEOEMENMOND Z N, A NOM LIRS > TWHZ L2 E
KL TWD, ZOREIT, ZOMmDEEDZEED relevance DR ZHERTDHHD Lo
TknwTh s,
ZZTORMOERTHLET NV MI3ICELDEYROFRIL, Table 7I2E O T

Do B 1LIT, HEFG OB AOP IZh 0D FEHIT, 1987 FERFEH 2 RVT, Wb
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TIADOHBEBREIT e o TV D, 1987 FERFEWITH T 2R EIL, AEAKEIT 11% LBV
DO FHFIXETHD, ZOFRERIL, KEHFIED 5 B & ¥EFILE D KUEED permanent earnings
OHEEMIZ L W<, XY A72 transitory earnings & A TW5H & WS KHE (2002a, b)
THESNTVDOIRMBELEHFALTWVD,

F 21z, HENMEROEIILE AFIN 200 D% %1%, 1979, 85, 88, 90, 91, 93, 94,
95, 96, B EFEDRFEM THER T 7 ADMHEIZ/R>TH Y, 1980 FORFEH TITHER~ A
FTADEICIR > TV D, TORBPAERT T A>TV D 5 b, 1979 4 LISk O 35
TARTICBWT, BHEIER AFIN T 208 80E, R DO LLE AOP (220 % 4%
BERUNENLY /P ERMEICR>TWD, 2 OFERIT ARG HE 2 3F L T D, AFIN
P DBBBFIICHERICEr L R 2R FEHOH, BLO, ZofKokEzsLwn
92 0DBEND R T, BEINEREOLE AFIN 1X, HEFFZOLE(LE AOP LV b %
< @ transitory earnings X EZ FNTWH EE X BN D,

3T, TOMOEIEDELE AEXT IZ0 024 51%, B HEHEEZRLTWVWD, 1
MWHBERT 7 A>TV AHDIX, 1993, 98, 99 FF 0 3WHB & D7\ WThDOFRE D,
HEFEOLEEE AOP I 5% B IV /NS RHEICR > TS, ZORRIE, K H6
EXFETHLOTH D, LI AHH, 1980, 84, 89, 92 FD 4 REAM TIT, AEXT IZHh0 %
BRENTAERADMEIZR > TS, Ziud, EETIEH A TE 2V anomaly Th 525, 22
HMosb0 48w HEIL, EHTEI2BEABE2 TS, Lb, KFOTFHICKL
T, TOADHRBPBEINTNDIOE, XTNVRABERZRICEENY AN T 2ED T LEE
5 1990 FERE LTI RWV, LA, 1990 FREFTIL., TO/REIT—HL TEDOFKFF
BLOoTNLIOTHD, ZOHRBINALT, DO CDRADEHE AL THNRND T,
I THERFRMBRZMATIC, boFXbFEEMERICLEEDTEL,

UEOBEBERERIZONVWTORIAEMREE E LD DL, MU THRM HE X XFFEnd & E
ATENWTHA S, T2bb, HEMMBOEMELY bEENAMBOLILE., S HITEZE
N DOELFE LD b2 OMOBERDOEFEDIT S A, LY £ < O transitory earnings 23 &
EFNTVLIDLTThDH, Thid, BERE. BERMIE. #MF L ONEIZ relevance 23 & & W
IMREFETLDEDTH D,

L EBRELTENRTNIE R DAV ik, MXFAIC relevance % g L7z & & (ZHiF]
WL DMDIEIEN S > TWND LTV R, L HIT relevance N E o 72 < Wb T TIX7ZR W,

7D {2 permanent earnings O EE - 2R 2B RHEM E T HH A THoTH,. 22 TORG
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EnD ., HEIMBRSLTOM OB A PERR L CE £ 4% & 1B 248 5 £ 0 bottom line (23~
TEVIH)ERNVELEBLICTE LD TIERY, LA, WEHMANICRZE EOBEITD R
WELTH, BHEAERSCZOMDIELEITE relevance TR I N TWVWDHDOTH->T, TD
relevance D F R KB TTFRAETOHNIZZE, KO LTHART LI LIC—EDOERN
RBOLNLRETHAH, ZOHIOEIERHRIT., DBREOBATO X HEEFHEO G HMEE
BEELTVWDHDOTHD,

RBIC, EEDRORBZHRAL B I, MAEZROLELHPALKICLZDIT L
bl o T, ZOET NI, EEDRORBELZ KEFROET VT LETITRIZIT RV,
Hausman Test O #E R Tix, 1% KETHESINTREICEEREERB LA TS DT 10
MTHO, AIEO 16HEY & RIFICHO LTS, &L, TOEERFE CIEARAVIREA
WX, 1980 FRICTEF LT WD (19824 3 AHI6 19884 3 AMIE CToER 7H]), Z D
MR, EERPFRE L BICRESSEMTIHILEZRLTND, EXRHREZELHR L
FEBEFHEE A E U C,Fl4E D relevance # R A THEET 2 Z L ICIEEEICRL IS %

B2,

5 MEIC&KIERHME
51 BT LRF O

FEro LBy, EORE (BF) Zr»2F8L0 6. A0 (RT) T 5HRK
DIFIB/PINZ EiF, L OEFPFRETHRE SN TV D, KT persistent TIiEAeWZ &
NEOHBMTHDLEMTHONZHEHNTH L, B, bPEREELNZLLEKRAS
(2002a) TH ., LT RFISEERN T, BERIZIT LY %< O transitory earnings N & EN D
72 noisy MERTH D L2 LT HERBERINTZ, TOEZFH 2 HAENITIRET
iE, MR OBERERICONTE, TOHFFOEAIZL ST, TRENIT LI HHEK
DREEWERRDDOTEROMNE WD TN LD,

ZTOMBEEMHEND D120, ZOHNETIE, LFORET ST 21T 272,

Py = a+ p,OR; + 3,D, OF,; + B,FIN; + B,D(FIN; + SEXT, + S, D/EXT, +u,

(M14)

2T PR, OP I EEFLE. FIN X8 EAHE., EXTIZZOMoOELE (FFRIHEER
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XOR) THY ., FIEOMRERIINTNDS 1 KRSV OEMETH D, D 1T, SHERE
FEN~VAFTAOEEE L, TNUSNE 0 LT HX4I—EHTHL, WAFO I IhEEE

tIEHRATIC SO W TIFRE R MR OBRERICOVWTERFFELZRL TVD, B,
EHHEZRL T _XTOERKIT, FEIC L D heteroscedasticity Z g4+ % 7= . B K D kK
fficF 7L —hr&R 5,

Table 8 1%, &M E R DK L ZBLEEIZ OV T, FEN~ A T RO v 7 K% 4 5
CEEDIELDODTHL, ZITORLMIKEHRTHLOT, FEURNBRRER LY TN
BICHEBLEY, 9. BEMBD AT ZOH 73 EnIEEL T2, 1990 444
D RARKIZ L > T 1980 FAR LD B RFEESHML TVD & IFWVZ RFERENELE
BWAZDE5Z 320, DEIC, BEMMERICOWVWTIE, TOREIBIBEHNEHNTH S
e, WERAFTATHDH, 1980 FRRKIEIATAREHICVWDPLIMT 7L > T
TADEMNENRE Dol THA I I BENMRD ~ A T A2 5 EHIT—F
IZEAD L Tnd, 20Th, REUALOREOEEIBRIEI AT ATH D, EIC,
ZOMOIEIRIZHONWTIE, v A T AOREHANEENER LV I BIZZ WV, ZhE, 2
DMOERE DKM BRHEHA Lo TEHDLERTWATEDTHD LHMSIND,

LLEDORERIZ, MEREBICBITIHE, HDWVIEXEM ARG EN, FEoMKEE L
IR oTWVWEZLERLTWVWS, £ ThiiX, BERKE. FISNRG 5 OHEEIT
FrRQERNEE O L PHRTE D, £ 2T, FHEMEMRERITH D DR BT R E 8w

X7 T Ao TWVWHRERBELEZYZ T, UTORMEZRET D,

R H7A
AT AOEERBIZIE, ST AOEEAMELIVL, LVEL O
transitory earnings 8 & £iL, A T ADOEHEFRRIT LD EEIF. 7

ZADZERLY bAAS VY, Thbb, B,<0ThHD,

@ H7B
T ADFEENMERICIT, vA T AOEENEE IV L, I £L<
@ transitory earnings & £, 77 ADEHENBEIRITH 2 DHEIT

YA FADZEREY LS, ThbL, §,>0ThH5,
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i@ H7C
TITADZEDOMOERICIT, vA T AOZOMOEK I B, LY
% < O transitory earnings & £, 77 ADFE DM OB DD R

iz, ~4F2A0zh kb, bbb, B,>0Th 2,

FRSH OfER 2 RO BHEBEORBNSHEEZNEEL-ETL(M2) TR ZEh L,
RERR B FE L ICHEEAEDEE LT T L M14 (COMP_L) & &kl L CH 5, Table 9 1%, AIC
ERTEBRBICOWTHBE LZERTH Y, 21X Wilcoxon OB EFF &, p-value IZZDFH
BEeR, BNST B SREDAEMRTEZ T LTS, ZOKEEZRD L. FAICHAILED
RIETRFDRTFNEFTLEV G, MRKERILICHREDNELEZ 0T 51E5 08, ¥
BEBICEATLZ2Z DD, LL, BEMEPOHEKE S LIZET L OP_L B &
OCREFENPLEREEZ DB LIZET /L 0L L LR E X2, 5 /L COMP_L BB -
TERATWD TV R0,

EF 3 A OfE R IT, Tablel0ICE & 07, KF D a~e D 2EOHED 5 b EEBIZEIGF
SIS HIEHIK (linear restriction) ZFE L 7L GO0 (FMRE) O FETHY ., T
B [ ] NOKEIZZOHREBEMRETH D, MEFHWONEIL, abc DIEIZ, f+5,=0.
Bi=Ps. Ba+B,s=0. Bi=ps. Bs+B=0TH%.

BLIC, 7T AOEERIEOPIZN 2R %80E, 1985 FREHICHERADMHEIZRY |
1989 AER AT H B RMEIC/R > TWARWI & 2R\ T, TS O REH TIEAE L7k
RBB/BLA TS, HEX I —LEEME L ORD OPIZ 2 2FEIE, 13 0REMICE
WTHHMICEER~A T ADMEICR>T WD, TDH H, 1981, 83, 92 4F D P H # T,
HEBRRKEERICODDIBEN A T AR ->TWVD, DF 0, HEHRRLBRKEZ VI EHKM
KEBRFE N E VI ERICKTIMENBREINATVD Y ZORERVT, ZOEMFE
. KEHTIAZ BB LRAXFLTVWDHE N TEINWTH A9,

B2l2, 7 A0EENBRE FIN T2 5B PFEEMICHEREICR > TWD DI,
6 DOWRFEHTHY | Table 4 THEEZSHEL2WHAIZIZ, 10 DRFEH T FIN 2222
BEPHABECTHSTZDO LR T REOFBEHIIBRTL TN, 206 20REMD S 5
1985 D REM THEHFENATH D, HEF I — L HEINBEE L OB D' FIN IZ2h D 4%

Lo ofERIT . KA (20023, b) THER L LBV KL WS T TERNEARIT irrelevant
RIERICARDI2DTTIERNILEEZTRLTWS, ZOMEIT. COMEOTELEITEZO BEN
BRNDT, TR RSB AL RN,
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BAREICAERICER L85 TV D DX, 1985 4F & 1989 FDREH 7217 THh 5, 1989
FEOWRFHTIE, ZO/FHIFATHY, HESEROBRTHENRKE < 72 213 LA AR
DN E WS BRI RBBE STV D, #F. K3 HIB 2 X HFT 521X/ LT
500X, DTN 1985 FORBAE O HTH D, ZORKIT, HENMEEZRFT L BFITH
T2 ZEICRBEBRRERB RN EEZRL TS,

B3I, T ADZOMOBE EXT T2 2% H0%. 5 > OWRFE W CHREMNICHE 2|
IC2 o TWD, MEBAEICEr L R REHOHBIE, HREHEEL 22V 4 O Table 5
ERCHDOO, FEEFTRRS>TWVWD, ZOSREMD S H | 1983 EDREW TIX, Z oM
DB NDDBBOKFZIEI~AFTATHY, TORFHENPKEWIT ERMAKEN RN &
WO BRI RENBRERI N TS, i, BERFI—LZoOBELE L O D" EXT I
MDHREIE, 5 DORBEHIIBVT, HHMWICHABEICER LR R TWVD, 0O H, K
MHIC R ZFFEN TV D DX 1999 FEDIREIM DA TH 5,10 L A HTC & 1X3¥12,1979,
86 FFDIFEHIZB VT, v~ A4 T 2ADZ DM DI DIF 5 28 transitory earnings 3% < & &
NTWDLEHEINDIERDIBTOENTND, EHIT, 198IFDOIRAEH TII~A T ADZED
DL IR PP DBREBITATHY, ZZTOEEIENPRENITE, BRMAERE 2o
TVWLHRWBBEENL TS

WAL, FEEDROEELHND L S, Hausman Test (2 K 5 & PE L2 B )f D4R %
W INKETHEREEZOTLATVWHDIE, 11 ORFEHTH DL, —KIZ., KEFEE L -
ETNVEIEMAMEEESTET VIV BEENRORBELZRIZTDLLBAEINLTND D
DO, ZZTVAFTAOAOHREFE 2 ar bu— L Ll itk TOEEIEMS
NTWLEITHD, RIEL, EXNRORBEPABETHLINENIZHONT, ERELH
HIETBIE Sy, R0, EEDIRITFEL, AHRNICELLTVWDLIOTH D,

lbkzgE s e, Flig b ilié OBRIIETERTTIHIESHRTH D &V ) BIA R
BRARIE, R OBMBREZICELTLEL TEHELRNZERHBA L, 2% 0., HEF
WOEIC, TNEEPEMTEBOBIELLARINDIGAICIFTE LN E LT, 20U
NDOWRERTHLEEIBR L ZOMOBERIT, THLENBMWILIZERLE LTOE%RE
HLOobITTIERLS, FEBEOFE——REFECMAE ——ITHAE SN T, TLOTHRFE
REFOERE LD, TOERRTIE, TITHOLNLEEREMRIT, YROZ LA LL
W ERVONL LRy,

LhL., BEXRE~DA LTV r— g0 LTI, 22 TCORMERKEIZ. b THE
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BWREKRZ > TWD, HBE, EEREXFEEZAS (IASB) BNiEDHD WL Ry =7 BT
E, EROMFIZZB A CHREXERLZUBENICHE - A+ 2 57T, BRI EEE
WG L CTHEBMERAMMET D2 ERRBEINTND, ZOWELEDOHETI RMERICE
D&, EENBEEENBBELZEARLIEHLLTHET IO L) REEN RS TY
Do LirL, —EBEXILICBVT, HENABRICKMINIMBEEHT, HETHE
EEEICTWT 2B, MRERIEENCIE E 20, HESESIET, REFRAR O E R &
LTAHARZBEDTH->TH, TRNAKRTHMYIOERZ bl2Wniod, BHE EOHEK LW
TN D DIFRY TH D P, —REEXOMBEHIIE T EEEATHICHERO>N
TEY, ThzBEXMIToET 203, BERICESTIR V=T 47 THAHI, £
NITEROZETHHIN, TOEROZI L2 I ZCHRIAMICHEIDZERIIRETVWTH A

90

5.2 MR & BAE DI PR

Mg AKEORFT —RF LW AT, FEEBEOBEE —WEIZHO VT, MO ZEE L
NHEELNTVD, TRbL, FISEEONFIZE > THRIBE & OBHRR R > T
HEVIRHATHD, RENEHICO > THIREEZRD SEHT D2 & iE R0 b, B
X persistent Tid7e < . JRASFEICIE. XD %< O transitory earnings R E ENTWVWH & H %
LINTWD, ZORENL, FIRENER T 7 ADEAOREIFFEHEID b~ A T 2D
BEOZTNDIEIP/NENE NI RHABE A OWRETHIEESN TN DI, AMoOLBY T

b%, DI T, TORBEFMENICIEEL T, UTFOROEBHEE 2T,

AP, = a + B,A0P, + B,D AOP, + B,AFIN; + 3,Dy AFIN,
+ B AEXT, + Dy AEXT, +u, (M15)

T 2T PIIEEM, OP X & R, FIN X ENER., EXTIZZOMOERE (FFHIHERE

YOBEODREORFEETIE, £BIES (financing activities) ICHEET HRHEB DK R
SRNEEN A F R T 2EHRE R N —REHE (general administration expenses) IZFEN TV 5
T, EENMBRDEMITEOEBE BRI RV, BEFEHOMEE (function) MHEE

(nature) K> TEBEX LTS, LBERNPFLETDI2NED, ZORFIETHVEWVITHR

HID%EMTIASB ORENILRZ L ET 5 L WFHFIE 5 RIEMNEMIT 22V, 220 1 relevance
ERELLTHEEZR ST 20 ThHIE., BMESCHETHEARLL T, BkFrvyragm—~n
FEOIE, T b persistent 2> transitory OB RN LR ENDH XX ThH H (AAA(2001) b
),
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BLOB) THY., FIBOMERERI TR CTLIESLLY OBMETH 5., ALl &£k
BAERL TS, Dy &, EMAEROLEN~ A F A (W) OLaE 1. Tnllss
0L T HXI—EHTHD, MAFO I IFR¥EELRL, tIIHKMICO W TEIRAER, FlEo
MRBERICOVWTHEHIFHEEEZRL TS, B, EHHERS TRXTOELIT. BEIC
X % heteroscedasticity B+ 272, AiIKOKM T 7L — bbb, LFELOEVFE
F ik, BLF. ACOMP N & 5% Wit EF /L M15 & £+ 5,

EF AT & > T, XMLS DREVRRBEOF S REEZIT O 0., THINDHF S 2R L
LTELELHTBI I,

B H8A

HENMBOEMBEILPLIBEIL. v/ nORBFRECHESI LD,
R CE, BAEEEDIE D12 X Y %< O transitory earnings 23 & £ 1,
ﬁﬁﬁmﬂﬂé%ﬁugﬁﬁﬁ®%ﬂib%¢ébm?ﬁb%\@<ﬁ
Thd, L2rL., AR TIE, HEFHDOIZHIZEY ZL< D transitory
earnings 28 & £, WA IR EIT, HEEOZT LY bR
v, Fabb, 0<B,Th s,

HAZE LA DO WT A X W £ < @ transitory earnings # & A TW 52, BIREIE, Wi
LY persistent THDINIE, ZOERADHFHFICL > T—BOITRELIOTIET L, L¥EL
B ERERREICKFELTREDLI THA D, 2O HBA X, 77 TIZ KA (2002b) T

SONTEEEMREL OO THRADPTERICRALELZLDOTH DL, EAbWRDL,
& D persistence IZEEBEHT- X ORBFEELNELELE L ToOTXErb LRV,
MRERET VORI ZRFEFT D720, SLELY, REHNOBREZHE TS Z &
EEDTREELWY, T2 TR Hi &R & THRMA & OB IEFRIC 2 5 K
ZOBEROEAZMDTIC, TOEMHENEEN THLON, Thidb, FRIZI-T
RigHONICERT D,

OF, BEAHRBOLNBEIL DN L2BEBO/F T EEZTH I, EITEREEDEM
W AR D & @R OIS & - T, B ENEBEITHEBT 5. &flii% 2 2 i) THES
DOFEWERN T X HZE L O Thiid, &iheE s o E A IS T persistent Tid e\ &35
ZTEV, b, REHEOBFEICTE YT, &R H I A~ T IR O b F I3 AR A IS
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INEWTHAHS, 5T 2L, @FEMOHEME A OWT A persistent Tod D DT
IO, —RIC, @RBEMIE. TS CORRKEOLEE L EEOABOLE (ff
DARERFE) LW 2O0D0ERIZE>THEET S, 2 20BRONTRIZHOVWTS, &
B IS L o TRBMD— RPN RS ITE 220, 22 C U TORAEBET D,

{7 H8B
HENBEIROEAKEIT relevant TH YD | Z IS DR HFHT
WCAEBICEe LB bW tndboTh, BIBEOKFE (bl

M) LBREDRMNEDHWTEITITHAE R BRI R0,

FROMEH H8B IX, B EABEROB{LEN T T AL~ A T ATHREDORE SRR D L
WHFERBMEATEL TWDH DI TRy, v4 T2 (HiE) OHAEORENFEICT TR
DIV b/hEsnErRT0ENEW S BAR (EEW) 2BRZzEELTWVD, K
L OH8B 1L, AR IZITH T transitory earnings ALV ZL EEN T VB2, BEEEEIZO» M
LHRBITHBHOLN LD bEIT/hEVE VS | MBOLWHENLREREZTEL TVDO
ThH D, BEEMRD Z ORGZ XFF I, FRFICThIE, B REMERITEENR LA S
M DOFEE TE RN &L ORBERREERIZE 2513 T TH D,

KB, ZOMODEEDOEALBEII PP DHBEOFZIZHOVWTTHRT L, ZOMETIH
FCRIELTEZLHIC, ZToMoELRIT, transitory earnings S 2 EE N K E V072
Dy AT =RIERTH Y, e DKW relevance LORBD LNV D TH -7z, Lizho
T, 2O/ ENREI b, BILFEZEDOH OO relevance XKW & PHEEINE, 22T, KO
Wil BET D,

R H8C
F Ot DO DO EALEE D relevance 1Z{E < . F IS0 BRI KL E
WCHBIZEe LAl EFNTHY . BIEOK S (LoD

) X o TREDOR/NMNMIELR SR,

FHLEL,IIF E persistent TIE RN D DIZHOWT, KV persistent 72 H D & LV persistent

THEHRVWbDLZXHT 01T, WETH D, EIAEIZIHKIL-> T, REIFHRE DO Z 2 THl
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TX2IEEOHEBARRILIT R, 10T, ZOMOBEROZ(LEICH . WE LB L D
HRIHMENHER SN DR GE, TAFFERELIITENRNDR, ZOETIE, O3S
WA HWATLHMER 2, LA, UWTORIETIET, B EBRHREEZDITDH I LI
o, Zno 2o oAl RRbN T ERMEBH/ZICEALTE 20M0ICHE
HL7ZWw, ZAnERIANIE, TOMOBEREZMARICEAT D Z & OBMNRERN
BHRTEDZ LIk D,

T, Table 8 DAMNCIE, BEEROEEN ~ A T ADOY T HNR, REHHNICE &
HDHNTWD, B EEOKMEOLM [ 1 NoEMEIX, EEHEEREL 05 LIELZEED
HWEEREDEBEMRETHD, ZhEide, ErAPVTRIL - FHITH> TWDHDIFT
X220, BT A ACHBE N EC T b ThRwn, FEEOY VT AR
T AR RER OB S (RO ratio) OEEICHONT, FIROHBEELRM TERN S 5 H
Z Wilcoxon RE TR 2 A, ARBRETIRIE S oT,

BT, WL RDEIENERICL o TRARDNE, 1979—1989 4 & 1990 — 2000 4 D
2 W24y 17 T, Mann- Whitney®O U E TRl 72 & 2 A, B ¥ ER Oratiod A5 4 7
XA T 0.367, %FH T 0485 TH Y, B FHOITH> VA EICHEEED LH O D HEN
HWNZ VMBI L7z (p=0.034), flili, B¥EFE L ZOMOBIEIIHON T, ZD X IR
YMoERIERLSN -T2, Tz, BEORKERBICEIHESMPETLETZ
ZAOBBEE VL, FAHENMER L L ICE ARAKROMEFKICE LRI ~AF R
DB GERREOBMDY) BDREpoZdNrb LRy B,

ZIIZTH, AIC EBEREICHOWVWT, ACOMP N MR ERICHMELAR2VET L E DL
WA L CHhiz, Tablell X, ZOWHEDO#ERLTH D, Z 1T Wilcoxon D EFFH &, p-value
TZOHEMFE, BNST (IHF T REDOHEMELZ R L TS, Table 11 O #5 R 1E, WAt &M
FOMFAIZOENEET VANI_N LV b, TRENOMMEFR Z L ICHEEEZMEL
72 ACOMP_N®DZ 5 A AICZ LV /IS LUIREFREE LYV RKESTHATEATN D,
— 7. HEMNKOLEFETET IV AOP_N RRE R OELEET NV AOI_N LHARD L
ACOMP_NIZ, IRERFITRKEVL DD, AICIHAEIL/NI WV EFW ARV, AIC ITRTE
BRIV BHEEREMBRHEINIC WD, B LWEEfIC 2 523, ACOMP_N @& 7 /L
HAEIX, AOPNRACI_NIZIELE LN H OO0, TNbAEEET HIZETH RV EHEE
SHEHGRNTHAS S,

Bobboh, IR, RFEOERRR—ROFETH D,
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TV MIS IC XL D EIFAHT OFERIZ, Table 12 I2F O LN TWD, EFD a~e D 2
BEo¥Eo 55, EEIXBIRSHICHIESIF (linear restriction) #F L 723546 O o8 o4
(FIRE) OFETHY. TEDO[] NOKMEIZZOHREMRETH D, MIEHIHORNEIT.
abc DIEIC., Bi+6,=0. Bi=p0. Lo+, =0, fi=p. fo+F,=0Th 5%,

BoLIC, EmEREOMIEE AOP 1T ) D&%, 1982, 87, 89, 92, 99, 2000 D 6
WEHZBRWT, X THRAWICHERER T 7 ADMHEIZR > TWD, Bk I — &
DFE DyAOP DB HEHMICHEEZRAOMETHY | HIEDIZH ¥ LD persistent
ThDHEHESND O, 1979, 80, 81, 90, 91, 93, 94 O TIRAEW TH 5, 1988 FIRHE
BT, ZORBEIHAMICERERAOMHETH 208, BISEREICHr DB EIT~ A T
ThHY ., BRENKREWVEEHMA LY KES EFT 2L 0 BAIMARKBRENMBEINT
Wb, i, DyAOP I 2 BEBAMFIMICHEREDETHY . WIRDOITZI N LY
persistent Th B L HE I D DX, 1982, 97, 99, 2000 D 4 RFEW TH B, UL EDOFER
T, BB HBA Z XF L T 5,

H20C, EHESNBIROHEISE AFIN 2 5% 50T, 1979, 85, 87, 89, 91, 94, 96 4
OTHREHCTHRIMWICHABICER LR R TEY ., HFHEEIVWTRLBETH D, HiEH I —
IS & OF D' AFIN IZ 200 2 BB REICHREICEr LB/ R > TV 7T RE
HMHo, ToobH, HWIEDOIF SN LD persistent TH 5 L HE S D REH X 1987, 91 4
D2 REH, BAROIE N LY persistent TH D EHE SN HRFEHIT 1984, 88 » 2 LA
B BN REWVIEERE S BRAEA A3 2 Z Ay 20 e B 11T 1983, 89 4E D 2 PR HELH T
D, D10 2000 FOREWIT, SEOITICED L, BRESEKIIL»DEEIAFE
CEr EIFRRLRV, 2oL, HEAEBKICOWTIE, HREBROVWT AN LD
persistent T 5 2ME, FEIC L > TR A THY | K HBB LXK FF&an b,

FH3IC, TOMOBEROMEBEHEORED D VTS ORI DOV &b — T AFEN
CAHEBICERERRS>TVWD DI, 10 OREWTH L, Ziid, BXEIBEROLED 10
REMEFETHD, REBEFERREMEZRIE-> TR L. TOMOELE O KA,
AL TIX S REW (Table 4). 5 CTHTRWEKEICHAL TT 7THRES (Table 7) T
bole, TNHEHAND L REAPFERREYH AWML TVWDLZ b, T TO/HE
XXX, ZOMoOBERICEEN D relevant 22 [FROFHIIC KL > T\ D, 10 PREH
TEOMOEI D relevance BB SN TWAH =, il HBC ITXFF I 72\, LD Hr
TITHWEEOSLERNER SN TV HIT., oMo O relevance (3@ /N2l & 41T W
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oD Th oo, XRHEEHBBOEMELZMETIE, TOMOEROFEICE, HA OE®R
NWERBOOLNDLDTHDH, ZIZ T, TOMOEBREZMAEICEZD LI LOGHMEL &
LD THHLTEBIRNRETHA I,

L, ZOMOBEEOHIEHE, BAEEZ N LI D REDOFF 5 L ARE O KR/NELR
FEHETH D, MBEPAICRDEANBRREL 26 L L ThHIF 5L, 1980, 92 FRFEH T
AT A L AR v 1983 AR R TIX AR . JAR & b AL 1989 4R P B T L
HANEE R WEMTALLRSTVWD, ZOLEEEORWICL - T, HRABENBB X
< (MBNRIC) B> TWDH I &N, TOMOEEDOE{LBEICHBNRIARZL NI L THS
Do ZOEIIT, BAMERZRNE W) BB TIX, BERIITHO 25 EI1TX. £ 0oL
(DZEALE) DFERD 7 A ZFKREVWH, FECBRERLELEEICE, L& L Tan
relevance Z /R Z E 03 H D, THIX, UFHY | MREEICIZAE TR WRIERE G AT Z
DL DBEASITER DK E D TH A 9,

KBS, BEEHRICOVWTHENDTE IS, ZOETNLVOEEYL ., EENROLEITE
BT 7220, Dummy Test DfEHRiL, 20 DREHICEBNT, EBFI—2E50D5 2 NH
B THDLZLERL TS (5%/KHUE), Hausman Test O R, 1%/K%ET 12 O RHEH
DEEDRNPOAEREELZZ T TCVL2LZRLTND, TOSMITEXLTHY ., 5
EOHMICHEFR L TRV, 7272, 1980 4 3 A M5 o 3, 1987 4 3 A6 o 5 #,
1996 =3 HHWINO D 2D 3 SORMICE W T, EEDRITHE SN 2R EICHERER

Hhlz TR, ZOXH>%RREYNRAECIHEEBAIX. ZOWELBITDLLLR,

5.3 MW KM OB AL E R D value relevance

HIZE &A% & T persistence W R - TWnWDH E L, 2oER GExFRM) 1. FlEK
LMt OBERICHLIRNDIETT TH D, KAT (2002b) 12 X 5 MGEETid, MR 4 4 7 A
BELT D56, BMARMBEERMEET LIV S, BB OREZ M T REERLET
NDNE D BRI T2V 2EM A EE S, MARICEEND /A X2k O AT, WL
FFEMEKT 22 EREDOTHHTHo/, £ T, T2TH, W LBAEOKMAEZM
R LT, &M O relevance ZRFAEL TH L, TOEIFBRITZROEY TH D,

P = a+ 0P, + 8,D,OP, + B,FIN; + 8,D| FIN;
+ B EXT, + f,D{ EXT,, +u, (M16)

25



T 2T P EEKAE, OP 1ZE R, FIN (TEESNALE., EXT X2 OMOHELE (FFHIHELRE
BLOB) THY, FBEOMBRERIZIT AT LI KRGV OB TH D, Dy 1F. SHEE
FROLZALER <A T2 (BiR) OHBEE 1, ThlAz 0 L3254 I-ZEHTHD, BR

DiFEEERLCTHRMICOWTIFRAE R FIROERERICOVTIIRFHEEZE L
LTWb, 28, EHHEZRS T TOLEHIT, B X 5 heteroscedasticity % )83 2
e, BiIROKM T 7 v —bhand, EROEYFEETVIZ, LT, COMP_N & %\ id
TV ML6 L ERILT D,

R HEE IS e - T, 70 M16 DIREFHREOF 52 FHLTEZ 5, b LHHETEE
TORRERRZIN S 2T IIE, TATOMKERIZOWT, MAlFE TR LEEE O
FREFR DD BB N SN ETFRTLIOTHAS S, —MIT, BEDIFE D 2, H
W F X W £ < @ transitory earnings % & ., persistence R TH DL EHME I N TNV DHNE T
bo, LinL, BiEE CORMEMERIT., TOLI RHEMABELZEEL T 5, o EME
ZOWTIE, FHRICR T, BREEOEENBCLPDHETIHEEEEOZTN LY b/
SVWETFRLTONEDRY, LrL, EXESEARKLZOMOAFIT, BHEHEESND K
D7, W LWL OBEENRIEMHILTBE ST, T 2 >OMMERIT, REH

WCERREBRNEELZALTVWEOTHD, LEN->T, ZIZTHE, A THRAEZHE
IS, BEIROT &2 U CHEEOMRBICEZ L2 MIT 720,

R ERIC DT RO EBEOREICHEBRORMEZ MK LIZET L E, MREFRE I LI
WS O S 2 Nk L 72 & 7 /L COMP_N & % ik L 72 @ 7% [ Table 13 T ¥ %, Z I% Wilcoxon
DR EM A E, p-value [T Z O FEMHER, BNSTIIHF EMREOAFEMREL R L TV D, MF]
WITHEBAROLEEZME LEZTT /L NILNICHRT, 22 TH COMP_NIX, AICDETYH
RERBDO R THBEICHA NN EF LTS, 512, R FISICHE RIS O SE %2 ek
L7ZET NV OINIZH~TEH, COMP_N OFH @y, REMRKZLET S L, COMP

N 3E ER S IS 2 Nk L7z OP_N XV B TV 5 25, AIC O NAAL 2 1T HEFHIIC A
BECikRwn,

Bl 53 BT OGS 1d . Table 14 ICF &0 bR TS M, KHhDa~ed 2 BEOKIED 5 5,

F BT EVR AT IS BRI HIAS (linear restriction) % L 7245 SECIAT (FRRE) OFE

Y O SoEBEFAL, AOMREZLSHELEZTT L MU IS RT, EEDEOBELE D0
< T TWb, Hausman Test D55 Tld, 1%/KHET 14 OFRFEHICEB W T, EEDEIPHI
WCHBREEEH-2TW5D,
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HY., TEO[] NOKBIXZZOAREMRECTH D, MEHAONEIL, abcDIE I,
Pt Pr=0. B=Ps Ps+Bi=0. Bi=ps. Ps+Ps=0To %,

LIS, HEMBESER OGO ENRIC DR P 1E. 1985, 89 @ 2 M &
FRNT, WTFNOMEATICAERIEDEIZR > TWD, i, BEERBAEY I — & EENE
& DOFED OPIZ M B4R %1%, 15 DIREM CHRAMICABERADOMEICZR>TEBY . T b
DWRHFITIE HEMEEEORBE I HERBEEOREDITZI NNl hoTD,
T ORERIE, THZEICIE L Y £ < Otransitory earnings?d & 5720, B EEOR K (F)
WOMEER) PP OB BIIMEREOZN I /IS V) & W) — 2w & EE
MThsn 5,

TRV LT, BEESIERICONTIE, O X5 RBAM 2 RITBETE 2, *
TR ENABENEBEOREOREKIT, 9 oORBEH THRIMICHEREDMIZZRY, 3
OORFYTHERADEIC /> TWD, Bty I—LOFf D'y FIN 222 %%50T, 3
ODORAMTHEREDOMHIZ/RY ., MO IRAMTHEERADMHEIZR > TWD, STRIHE
FEH TR LS ENEEOREDOIE I, MM LZEEAERLY BN S VO 3RE
W, zoWZ2RkEMTH DL, 5T, 1989 FEDRE TIX, BEENOHEE (w4 F 2D
HHEAER) PREVIEEHRMAERNENE WS BRIM BRI BIEZI LTS, 22T
b BHENAMROFHRANT I ARAICLEALT 2 Z LRI N,

AN ZDOMOBERITPPDMEITVEESS BRI EARAU LB/ ZRL TR,
ZOMOER P OB EOLEHIT, 10 ORFEH THRAMICFAEREDHEIC/R > TEY
TN AEERAOMEICZR DX, DT LIREB Ly, B4 I — L off D'y EXT
DB EIE, 8 DOREM THRIMICARICER LRS- TEY, T XTHZITAT
oD, ZOIH MATFEELTHAD LZGAEO/RBOIZ IR, BNLEHEaXL0 bhsn
DIEFSHEHTH Y, BIRITIT LY £ < O transitory earnings & 25 &9 — R4
EELEAMNTHD, OO I SOREH (1984, 91, 95) TiX., T OO OE KEMN
RELBRDIFEHRMAKENR TN E WS ERAMRFERPRIN TN D,

CIZTOMRIE., BEBORSEAR LR L L TR TEEIEFRLO O IILT LY
ELLS 2N &R LTS, BEEME, ERNE, Mo 3 >& 9 % L | relevance
FIEICHR S e > TW D, £ DORERD HHKEESR O relevance Z HAll ICHHHET 2 & | HEHNR

BORWHICIB T, TIH2E%E) 1L persistent Th 5 = L &, T AR L-KMEH) 1T, A
HTH o T persistent TRV EiF, BEREMICIEFEL TV D08, BEICIEm L L 5 551K
TLOMETH D,
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WEATILE EFILE D relevance #H7H L O /A ABREEN. S HICZOMOEKITIT LY
RERIAABEERTVDHE VRS, LML, TREREHh 0D BREIHFNICAERIC
PrblRRREHOK LD L, BENBEROITZINLOMOBEIE LIV L ) A XIND
motFnzen, LA HFRAFORAINEL W KTIE, TOMOBRDIEFE I BVLE
LTW2, HEABEB B ZOMOEEDS ., TN L DM Z KB L 7= relevance Z A L T\
HDTHY ., HEFLED relevance 23 —Fm< Th, HARETRET TEIHERFHRERED

bottom line Z E (FIHIC T RE TH L LITERTERVWDOTH S,

6 ETIOMELHEELE
6.1 MEET N

—fRiC, HETFEEECENAER SN LS, TOEADOHE——HENEEN—L &
biZ, TORMBEOMMNZRE SICH, BOBAmToR TS, BT T, KRE
RS EALFEICIL, £V %< O transitory earnings N & £ 5720, KREMEEEIC 05
mEFREOT ., DR EEO TN LD b/ S (S FHRELG) LRESNDZ ENE
W, LarL. KHJ (2002b) TiE, ¥R AT 4 7 v & ka2 KB 2 &5 L 72 Fl 48K
WZ D HRENT, DB E L ERBR LR ORE LY b REWI L Q FRERK) 2
RINLTWVWD, ZOMETH, TOREZHWNPDODTD, UTORIFERZHET D,

P, =a+ B,OP, + 3,D,OP, + 3,Dg, OP,
+ B,FIN, + B, D FIN, + BEXT, + f,D{ EXT, +u, (M17)

Z 2T P UIHRAG. OP (T EMEE, FIN IZE ¥ESEL. EXT 32 O oHELE (il #H 4
BLOB) THY, FIBOBRERIITRTLIELZVOKMETH D, Dy 1T, EHERE
ROBCEN~A T A2 (BEE) OBEZE 1. ThUHNz 0 LTI —EBRTHD, £
Doy 13, HEMIE., MEAE, MAKEDO 3 >OFEE(LE (RIHRKMTT 7 L— %)
MEBIZFEDERAT AT UV E2BALDHEEZ L TNUNEZ0LT O I—ZEHTHD,
mB, EREZRS TNTOELT, AiIRKMTT 7 v — s, MAFO 0 3%
ERLU, CIIHRMICOWTIIHRER, FIROBRERICOVWTIERFEEZEL TN D,
2T, BEHHEEZRS TRTOEHIT., BEIZ X 5 heteroscedasticity Z B3 2728,

RO cTr 7L —bhEN5, ERROBURET VL, LT, COMP_INT 5 WIZET
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JVMLT KT D, B, ERAT AT U EFHET LG L I T Aok
FEED 1979 -904F D 25 > T Z Wi, L FToORY 7 %0 9,097 firm-years
Lo TW5,

LR F I =B Dy, iE. KA (2002b) THWE=O LR —~Thsd, Zhid, 2 Lo
4 HIERETIEARL . BEEMIHENR TSI AD g vy I RELEZLERLTWS, -
72, KHJ (2002b) {Z351F % OP_INT, OI_INT, NI_INT & %72 > T, Z® COMP_INT T
F, HEOXI—DBERIrN TS, Zhik, TEL2ETHALEZL R TLHL0WIHW
DIEN, BENSEREZOMDERIZOWVWTIE, ZOHFERYATATHDLELTH, &
EHREALLT LA - TERVWI & KAK (2002b) TiE, K & &I HMFIEIC D
WTHEHRERDEBRNEEL b TV b DD, HERMBICHONTIT, BERLBEELICRER
EWHNBERINR»oTmZ R EITE B,

FE 3 A OFE R IT, Table15 I FE &z, RPF D a~f D 2BEOEKMED 5> 5, LBIXMIF
SYPTICHRIZHIA (linear restriction) Z#E L7233 A O oS (FRE) OFETHY ., F
Bo[ ] NOHEEIZZOHEMRETH D, MEHIKHONEIL, abe DJEIC, B+ 5,=0.
Bi+Bs=0. Bi=Ps. Bi+Ps=0. fi=PFs. B+, =0Tdb2%.

RN, EXENRORBEAMR L L), EXAT 47 2L LY I—DEACE
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Table1 Descriptive statistics

Panel A: OP

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

1979 52.877 75.152 -282.323 26.279 40.851 61.417 830.455
80 64.141 69.864 - 73462 32121 52.308 74570 650.909
81 64.825 87.491 - 247.448 33.280 49.717 70.720 919.286
82 61.916 79.002 - 31567 30.336 45570 67.412 943.925
83 48.454 62.592 -42.114 22.761 37.222 59.418 750.000
84 51.058 69.005 - 65.370 24.002 40.044 62.701 843.040
85 60.473 86.126 - 52,060 28.207 46.659 67.885 1,003.551
86 48.149 66.523 - 66.233 20.962 36.258 62.112 839.489
87 37.562 59.892 -109.136 12.051 28.143 52.789 756.392
88 42.597 44,536 -79.292 18.249 33.428 59.129 293.168
89 53.086 51.662 - 65.586 24.721 41.995 66.160 405.451
90 54.209 43.264 -50.821 26.808 45,178 67.568 343.829
91 58.178 55.377 -98.436 27.185 46.040 71504 451453
92 53.079 48.344 -68.199 23.264 40.086 66.647 314.429
93 42.194 56.650 -161.774 12.847 31.569 56.542 698.521
94 32.385 55.763 - 196.355 5.891 21.757 46.670 527.493
95 39.206 56.405 -94.699 11.216 27427 51.142 524.915
96 151.379 2,542.679 -135.168 12.060 26.449 51.679 58,061.000
97 183.345 3,153.377 - 258.641 15532 32.768 61.896 73,378.500
98 150.575 2,544.483 - 202.229 11.533 27.262 54.402 59,533.500
99 163.009 3,091.532 -129.880 1.594 16.441 49.828 73,044.500

2000 158.003 2,765.762 - 114.622 6.749 22.143 50.435 65,409.500
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Table1 Descriptive statistics (continued)

Panel B: FIN
Year Mean St. Dev Min 1Q Median 3Q Max
1979 -13.292 24.480 - 265.909 -19.135 -9.237 -1.943 35.695
80 -15.491 25.956 - 276.364 -22.636 -11.136 -2401 47.983
81 -17.841 32.661 -415.455 -25532 -14.797 -4.365 53.487
82 -14.604 27.338 -261.818 - 23,505 -11.509 -2.329 65.500
83 -12.867 27.267 - 258.636 -21.983 -10.216 -1.045 70.109
84 -11.498 29.129 -301.818 -19.046 - 8.602 1.109 58.962
85 -8.989 27411 - 252.727 -16.980 -6.785 3.440 68.600
86 -6.941 21.395 -123.554 -15.582 -5.703 3.729 70.040
87 -2.716 20422 -154.119 -10.174 -2618 6.283 72.643
88 -0.822 16.738 -87.912 -9.151 -1.332 6.190 72.896
89 0.992 17.406 - 83.186 -8.613 0.114 8.528 100.370
90 1377 17.875 -91.339 -7.396 0.458 10.101 95.752
91 -1.973 37.488 -638.139 -11.520 -0.618 9.954 124.802
92 -3.777 23.383 -137.674 - 14.006 -2.945 7.269 119.696
93 -3.226 19.651 -131.821 -12.079 - 3401 5.222 118.443
94 -2.053 17537 -130.706 -9.353 -2.125 5.375 75.809
95 -3.291 18.480 -147.724 -10.425 -3.257 3.788 149.026
96 0.196 16.325 -110.331 -6.427 -0.560 6.197 118.603
97 -8.935 215505 - 4,999.500 -6.102 -0.054 5173 110.365
98 -8711 215.913 - 5,037.500 -6.149 -0.457 4.990 122.637
99 -3.753 100.892 - 2,345.500 -5.678 -0491 5471 197.718
2000 4.385 86.444 - 72.550 -5.168 - 0.366 4.956 2,009.500
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Table1 Descriptive statistics (continued)

Panel C: EXT
Year Mean St. Dev Min 1Q Median 3Q Max
1979 -22.636 38.127 - 376.364 - 30.400 -16.075 -6.222 109.000
80 -25.288 36.842 -283.772 - 33.600 -19.061 -7.937 148.710
81 -23811 44.920 - 454545 - 29.656 -14.645 -5.895 173.167
82 -25.190 40.927 -378.929 -31141 -16.641 - 6.884 77.833
83 -17576 33555 -293.750 - 26.000 -11.591 -2231 112.727
84 -20.701 39.604 - 355.824 -29.988 -15.091 -4.463 234.091
85 - 26.692 47.341 -504.972 - 34.605 -19.512 -7.648 193.929
86 -21.242 35.595 - 368.608 - 30.956 -15.106 -5.648 89.922
87 -19.788 34.289 - 323.864 - 2759 -14.688 - 4.406 135.581
88 -23.249 25.795 - 165.563 - 29.692 -18.304 -10.088 52.866
89 - 27.567 38,510 - 202.026 -34.978 -23.043 -12.767 437.055
90 -27.179 28.736 -186.362 - 35.388 -21.441 -12.526 103.799
a1 - 26.883 41714 -361.100 -35.820 -20.045 -10.232 366.655
92 -24.110 30574 -157.145 - 34.009 -17.237 - 7.486 150.184
93 - 21.668 32.867 -390.330 -31.242 -13.678 -5.081 82.580
94 -17.831 31.651 - 249.810 -24.280 -10.659 -3.232 149.085
95 -19.836 34.609 - 268.432 - 28.365 -12.233 -4.046 258.347
96 -71.135 1,099.757 - 25,111.000 -29.378 -13.185 -5.083 232.444
97 -79.718 1,229.418 - 28,609.500 -35.230 -16.533 -7.519 112.433
98 -73.804 1,104.321 - 25,829.000 -30.712 -15.482 -6.804 98.291
99 - 94.685 1,558.912 - 36,829.000 - 35.392 -16.303 -5.758 185.787
2000 - 92.646 1,361.659 - 32,209.000 - 46.747 -20.545 -7.828 236.069
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Table1 Descriptive statistics (continued)

Panel D: AOP

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

1979 10.447 56.782 - 313,548 -2.720 6.801 18.541 751.364
80 11.051 30.837 -179.545 -1452 9.210 21.967 211.839
81 -0.800 39.129 -221.479 -12.423 -1.292 8.355 342.396
82 -4.123 40.379 -423.182 -13.961 -4.458 5522 366.643
83 -13.734 36.750 - 356.208 -21.270 - 6.840 2254 124.895
84 1544 24.007 -135.733 -7.084 1422 10.213 160.494
85 6.299 38.817 -128.293 -3.164 4333 14.772 515.455
86 - 14.596 51.793 - 560.747 -19.340 -17.222 1.149 157.513
87 -10.717 30.845 - 192537 -20.343 - 8.890 2.200 104.535
88 4.994 45.244 - 686.222 -1.601 6.004 15511 108.586
89 9.245 21821 - 67.691 -1.587 5.742 16.509 129.472
90 0.207 26.050 - 252.167 -7.939 0.157 10.371 144.391
91 0.307 19.920 -104.267 -7.775 1.362 9.447 72.267
92 -7.322 27.319 - 268.370 - 13.007 - 3501 3.612 108.438
93 -12.808 26.652 - 148.237 -22.170 -8.863 0435 130.385
% - 10.698 30.407 - 324.296 -17.309 - 6.558 1.058 80.436
95 6.365 27.729 -297.183 -2.859 5.406 15.938 227.396
96 8.404 175.047 - 188.858 -8.643 0.487 8.691 3,948,500
97 34.054 658.968 -260.711 -1.769 4.682 14.783 15,317.500
98 - 31455 592.632  -13,845.000 - 14.806 -3.743 4542 230.799
99 12.297 573.667 - 351.954 - 20.610 -7.923 3.560 13,511.000

2000 -5.497 325.346 - 7635.000 -3.979 6.381 18.632 377.438
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Table1 Descriptive statistics (continued)

Panel E: AFIN
Year Mean St. Dev Min 1Q Median 3Q Max
1979 2.369 9.450 - 32517 -1.337 1.800 5.092 101.105
80 -2.184 8.140 -54.611 -5.300 -1.686 1.289 27.935
81 -2.395 12.990 -139.091 -6.775 -2.327 3.076 63.176
82 2.985 11.891 -27.771 -1.694 2.645 6.514 153.636
83 1633 7.016 - 26.000 -1.658 1.100 4.250 41500
84 1.954 7.619 -43.182 -0.867 1610 4.288 59.543
85 2.978 8.225 -21.239 -0.728 2212 5.199 52.798
86 2.263 16.535 - 45.466 -2.145 1.018 5.304 234531
87 4.193 11.603 -59.237 -0.200 2.648 7.110 90.661
88 1.847 12.131 -41.933 -1.861 1519 5.261 146.165
89 1.722 8.961 -39.424 -2.004 0.846 4.685 64.839
90 0.669 11.247 - 74.603 -3.208 1.011 5.146 51.322
a1 -3.752 32.783 - 643.298 -7.306 -2.500 3.315 60.415
92 -2.177 27.602 -53.637 -7.146 - 2.596 1.639 562.185
93 0.663 11.053 -61.128 -4.412 0.316 4.589 69.984
94 1.347 9.349 - 44.756 -2.682 0.919 4734 47.598
95 -1.086 10.256 - 59.636 -5.026 -0.761 2.348 73.218
96 -3.302 150.313 - 3,417.000 -0457 2.620 6.519 56.443
97 -9.320 219.993 -5,112.000 -2.990 0.052 3.005 51.994
98 0.244 10.219 -113.011 -2.806 0.395 4.008 51.103
99 4.679 114.542 - 88.552 -3.358 0.112 3.558 2,692.000
2000 8.127 184.523 - 75.550 - 3.206 0.152 3.360 4,355,000
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Table1 Descriptive statistics (continued)

Panel F: A EXT
Year Mean St. Dev Min 1Q Median 3Q Max
1979 -9.491 34.694 - 444,091 - 12560 -4.769 0.827 92.378
80 -2534 27.181 - 115.596 -11.000 -2.843 3433 191575
81 2318 26.362 -170.773 -3.936 1.913 9.501 166.867
82 -0.732 21.653 -177.900 -5.845 -0.045 6.048 146.364
83 7.798 21.799 - 65.367 -2.195 3.715 12.536 192.669
84 -2.968 16.660 -85.154 -7.919 -2.168 2.805 121.364
85 -4.380 33.343 -434.545 -10.023 -4.128 1599 229.178
86 6.727 31.668 -168.145 -2.548 3.667 12.876 254.677
87 1520 23.475 -164.229 -6.275 0.770 8.776 104.567
88 -3.254 25.972 - 148.857 -10.057 -3.149 1323 291.122
89 - 3.858 29.545 -73.001 -10.253 -3.204 1.249 475.099
90 0.927 31.256 -524.901 -3.685 0.749 5.803 170.896
a1 2571 31.291 -359.831 -3.198 0.905 6.864 374.366
92 4.006 33.250 - 338.775 -2.830 2,945 10.132 379.828
93 3.453 24.296 - 178.050 -3.279 2.636 10.319 143.256
94 4181 22914 -173.736 -2454 2400 9.081 148.758
95 -1.843 26.609 -148.221 -8.003 -2.174 2.803 356.562
96 -4573 41.943 - 738.000 -6.640 -0.743 3.751 138.119
97 -9571 153531  -3,498.500 -9.611 -3.033 1412 263.116
98 5.374 126.121 -587.073 -3834 0.991 8.531 2,780.500
99 -20.487 468.611  -11,000.000 -9.350 0.561 7.738 604.428
2000 2.464 203.293 - 448.397 -19.222 -3.126 5.067 4,620.000

OP = Operating Profits, FIN = Gains and losses from non-core operating activities and financial activities (= Ordinary Income -

Operating profits), EXT = Gains and losses form unusual activities and Taxes (= Net Income - Ordinary Income), A X = X; -

Xt.1- All numbers other than St. Dev mean yen per share.
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Table2 Correlations among earnings components

Pearson Spearman
Year (OP, FIN) (OP, EXT) (FIN, EXT) (OP, FIN) (OP, EXT) (FIN, EXT)

1979 -0.320 0.028 0.093 -0.506 - 0.556 -0.063
[0.000] [0.627] [0.105] [0.000] [0.000] [0.273]

80 -0.567 -0.527 -0.191 -0.555 -0.59%4 -0.070
[0.000] [0.000] [0.001] [0.000] [0.000] [0.226]

81 -0.058 -0.335 -0.408 -0.404 -0.555 -0.338
[0.310] [0.000] [0.000] [0.000] [0.000] [0.000]

82 -0.539 -0.330 -0.292 -0.420 -0.498 -0.349
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
83 - 0.366 -0.430 -0.404 -0.299 -0.584 -0.440
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
84 - 0.464 -0.557 -0.198 - 0.406 -0.599 -0.293
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

85 -0.652 -0.116 -0.297 -0.554 -0.501 -0.162
[0.000] [0.038] [0.000] [0.000] [0.000] [0.004]
86 -0.389 -0.541 -0.228 -0.332 -0.663 -0.238
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
87 - 0457 -0472 -0.192 -0.370 -0.682 -0.181
[0.000] [0.000] [0.001] [0.000] [0.000] [0.000]

88 - 0.456 -0.689 0.081 -0.453 -0.735 0.015
[0.000] [0.000] [0.144] [0.000] [0.000] [0.792]

89 -0.540 -0.232 0.102 -0.505 -0.789 0.063
[0.000] [0.000] [0.057] [0.000] [0.000] [0.242]

90 -0.343 -0.768 -0.144 -0.281 -0.810 -0.136
[0.000] [0.000] [0.003] [0.000] [0.000] [0.005]

91 -0.104 -0.360 0.345 -0.278 -0.680 -0.278
[0.024] [0.000] [0.000] [0.000] [0.000] [0.000]

92 -0.393 -0.362 -0.258 -0.347 -0.596 -0.293
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

93 -0.289 -0.382 0.032 -0.168 -0.705 -0.173
[0.000] [0.000] [0.472] [0.000] [0.000] [0.000]

94 -0.201 -0.518 -0.163 -0.176 -0.716 -0.138
[0.000] [0.000] [0.000] [0.000] [0.000] [0.002]

95 -0.335 -0.290 -0571 -0.189 -0.699 -0.219
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

96 -0.292 - 0.366 -0.101 -0.297 -0.634 -0.119
[0.000] [0.000] [0.021] [0.000] [0.000] [0.006]

97 -0.270 -0.358 -0.103 -0.218 -0.719 -0.163
[0.000] [0.000] [0.017] [0.000] [0.000] [0.000]

98 0.015 -0.313 -0.109 -0.306 -0.629 0.039
[0.772] [0.000] [0.011] [0.000] [0.000] [0.357]

99 -0.068 -0.072 -0.080 -0.134 -0.439 0.030
[0.107] [0.090] [0.060] [0.001] [0.000] [0.477]

2000 -0.370 -0.075 0.095 -0.232 -0411 0.141
[0.000] [0.077] [0.025] [0.000] [0.000] [0.001]

79-00 -0.455 -0.216 -0.052 -0.382 -0.642 -0.044
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]
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Table 3 Comparison between models by AIC and adjusted R-square

Panel A AIC Adj. R?

Year COMP vs. OP vs. Ol vs. NI COMP vs. OP vs. Ol vs. NI
1979 0.24000 -0.01061  -0.03196 -0.03475 0.2411 0.0384 0.1064 0.1152
80 0.08857 -0.00064 -0.01195 -0.01324 0.3577 0.0086 0.0911 0.1005
81 0.13800 0.00174 0.00000 -0.00175 0.2029 -0.0053 0.0049 0.0150
82 0.05484 0.00047  -0.00246  -0.00286 0.1697 -0.0022 0.0425 0.0486
83 0.05848 0.00016  -0.00114  -0.00225 0.2587 0.0024 0.0190 0.0331
84 0.25617 -0.00072  -0.00282 -0.01677 0.2142 0.0068 0.0133 0.0564
85 0.14718 0.00017  -0.00321  -0.00290 0.1485 0.0041 0.0237 0.0220
86 0.14092 0.00126 0.00046 0.00070 0.1170 -0.0028 0.0022 0.0007
87 0.18754 0.00085 0.00137 0.00215 0.0763 0.0012 -0.0014 -0.0052
88 0.36884 0.00399 -0.00336 -0.01835 0.2122 -0.0041 0.0117 0.0439
89 0.16764 0.00027 -0.00138  -0.00164 0.2201 0.0029 0.0107 0.0118
90 0.15429 -0.00378  -0.00063  -0.00271 0.1963 0.0235 0.0070 0.0179
91 0.04215 - 0.00007 0.00004 - 0.00069 0.0891 0.0053 0.0029 0.0187
92 0.01968 - 0.00061 0.00004  -0.00120 0.2218 0.0271 0.0014 0.0507
93 0.03354 -0.00008 -0.00012 -0.00153 0.1713 0.0050 0.0062 0.0410
9 0.05156 0.00017  -0.00013 -0.00078 0.1576 0.0003 0.0052 0.0159
95 0.02273 0.00015 -0.00114 -0.00129 0.1779 - 0.0025 0.0443 0.0498
9% 0.17700 0.00026  -0.00054 0.00036 0.0026 0.0022 0.0067 0.0016
97 0.03285 -0.00264  -0.00008 -0.00428 0.3505 0.0547 0.0039 0.0872
98 0.04829 -0.00020 -0.00038 -0.00172 0.2404 0.0058 0.0086 0.0298
99 0.08150 0.00008  -0.00095 -0.00215 0.2097 0.0020 0.0120 0.0237
2000 0.34573 -0.00073 0.00145  -0.00088 0.0671 0.0052 - 0.0007 0.0056
79-00 0.13334 -0.00003 -0.00246  -0.00427 0.2869 0.0004 0.0133 0.0230
Mean 0.12989 -0.00048  -0.00268  -0.00493 0.1865 0.0081 0.0192 0.0356
Median 0.11329 0.00011 -0.00059 -0.00173 0.1996 0.0035 0.0078 0.0268
z 0.016 -2.694 -3571 2.662 3.994 4.010
p-value 0.987 0.007 0.000 0.008 0.000 0.000
BNST 0.832 0.027 0.001 0.017 0.000 0.000
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Table 3 Comparison between models by AlC and adjusted R-square (continued)

Panel B AIC Adj. R?

Year OP_FIN vs. OP vs. Ol OP_FIN vs. OP vs. Ol
1979 0.23858 -0.01203 -0.03338 0.2433 0.0406 0.1086
80 0.08894 -0.00028 -0.01159 0.3531 0.0040 0.0865
81 0.13713 0.00087 - 0.00087 0.2055 -0.0027 0.0075
82 0.05451 0.00014 -0.00279 0.1723 0.0004 0.0451
83 0.05869 0.00037 - 0.00094 0.2539 -0.0024 0.0142
84 0.25456 -0.00233 -0.00443 0.2169 0.0095 0.0160
85 0.14626 -0.00075 -0.00413 0.1513 0.0069 0.0265
86 0.14052 0.00086 0.00006 0.1170 -0.0028 0.0022
87 0.18731 0.00062 0.00114 0.0748 -0.0003 -0.0029
88 0.36694 0.00209 -0.00526 0.2140 -0.0023 0.0135
89 0.16674 - 0.00063 -0.00228 0.2223 0.0051 0.0129
90 0.15523 -0.00284 0.00031 0.1895 0.0167 0.0002
91 0.04198 - 0.00024 -0.00012 0.0908 0.0070 0.0046
92 0.01961 - 0.00068 - 0.00003 0.2232 0.0285 0.0028
93 0.03342 -0.00020 -0.00025 0.1729 0.0066 0.0078
94 0.05150 0.00012 -0.00018 0.1569 - 0.0004 0.0045
95 0.02265 0.00007 -0.00122 0.1795 - 0.0009 0.0459
96 0.17728 0.00054 -0.00026 - 0.0008 -0.0012 0.0033
97 0.03302 -0.00248 0.00008 0.3461 0.0503 - 0.0005
98 0.04841 - 0.00008 - 0.00026 0.2372 0.0026 0.0054
99 0.08168 0.00025 -0.00077 0.2066 -0.0011 0.0089
2000 0.34537 -0.00109 0.00109 0.0665 0.0046 -0.0013
79-00 0.13337 0.00000 -0.00243 0.2866 0.0001 0.0130
Mean 0.12956 -0.00080 -0.00300 0.1860 0.0077 0.0187
Median 0.11303 -0.00014 -0.00052 0.1975 0.0033 0.0076
z -1.055 -2.776 2.338 3.750
p-value 0.291 0.006 0.019 0.000
BNST 0.832 0.017 0.523 0.001
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Table 3 Comparison between models by AlC and adjusted R-square (continued)

Panel C AIC Adj. R2

Year Ol_EXT vs. Ol vs. NI Ol_EXT vs. Ol vs. NI
1979 0.27317 0.00121 -0.00158 0.1336 -0.0011 0.0077
80 0.09923 -0.00129 -0.00258 0.2783 0.0117 0.0211
81 0.13871 0.00071 -0.00104 0.1964 -0.0016 0.0085
82 0.05767 0.00037 - 0.00004 0.1242 -0.0030 0.0031
83 0.05980 0.00018 -0.00092 0.2397 0.0000 0.0141
84 0.26061 0.00162 -0.01233 0.1983 - 0.0026 0.0405
85 0.15101 0.00062 0.00093 0.1237 -0.0011 -0.0028
86 0.14087 0.00041 0.00065 0.1148 0.0000 - 0.0015
87 0.18649 0.00032 0.00110 0.0788 0.0011 -0.0027
88 0.37399 0.00179 -0.01320 0.1989 -0.0016 0.0306
89 0.16999 0.00097 0.00071 0.2071 -0.0023 -0.0012
90 0.15400 - 0.00092 -0.00300 0.1960 0.0067 0.0176
91 0.04214 0.00004 -0.00070 0.0873 0.0011 0.0169
92 0.01971 0.00007 -0.00117 0.2192 -0.0012 0.0481
93 0.03380 0.00013 -0.00127 0.1634 -0.0017 0.0331
94 0.05177 0.00009 - 0.00057 0.1526 0.0002 0.0109
95 0.02370 -0.00016 -0.00032 0.1412 0.0076 0.0131
96 0.17732 -0.00022 0.00068 -0.0010 0.0031 -0.0020
97 0.03277 - 0.00016 -0.00436 0.3510 0.0044 0.0877
98 0.04857 -0.00010 -0.00144 0.2346 0.0028 0.0240
99 0.08220 - 0.00025 -0.00145 0.2015 0.0038 0.0155
2000 0.34458 0.00030 -0.00203 0.0686 0.0008 0.0071
79-00 0.13575 - 0.00005 -0.00186 0.2739 0.0003 0.0100
Mean 0.13282 0.00026 -0.00200 0.1686 0.0012 0.0177
Median 0.11897 0.00016 -0.00111 0.1797 0.0001 0.0136
z 1737 -2.938 0.971 3.620
p-value 0.082 0.003 0.332 0.000
BNST 0.134 0.017 0.824 0.017

Earnings components model (M12): P, = « + ,0P, + S,FIN, + B,EXT, + 271 D, +U- D = industry dummy

(j=1,2,--,17). For example, OP represents the regression model M1 (simple earnings capitalization model). The column
“vs. Ol (NI)” represents the difference in AIC (on the left hand side) and adjusted R-square (on the right hand side) between
earnings components model (M12) and simple earnings capitalization model (MZ1) with using ordinary income (net income) as
independent variable.  Z =Wilcoxon test score, BNST = p-value of binominal sign test.
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Table 4 Value relevance of earnings components

F test [p-value] Dummy  Hausman
Year OP FIN EXT AdLR?  B=p, B=p8 Test Test
1979 0.6645 -1.0916 -0.0699 0.2411 41.090 9.2102 142 13.45

(3473) (-4.028) (-0.324) [0.000] [0.003] [0.127] [0.004]
[0.001] [0.000] [0.746]

80 1.2086 -0.0882 0.4563 0.3577 36.138 14.685 8.39 3274
(5.734) (-0.372) (2.525) [0.000] [0.000] [0.000] [0.000]
[0.000] [0.710] [0.012]

81 0.6254 0.0692 0.0567 0.2029 3.3500 7.0490 4.62 17.94
(2.089) (0.198) (0.446) [0.068] [0.008] [0.000] [0.001]
[0.038] [0.843] [0.656]

82 0.4811 -0.2618 -0.0968 0.1697 16.867 5.3501 3.20 15.32
(3.659) (-1.068) (-0.515) [0.000] [0.021] [0.000] [0.002]
[0.000] [0.286] [0.607]

83 0.2572 -0.2953 -0.5179 0.2587 8.5127 11.202 6.39 3.37
(2.009) (-1.022) (-1.697) [0.004] [0.001] [0.000] [0.338]
[0.045] [0.308] [0.091]

84 1.9533 0.9313 0.0372 0.2142 7.0131 18.444 3.66 970.52
(5.109) (2.097) (0.066) [0.009] [0.000] [0.000] [0.000]
[0.000] [0.037] [0.947]

85 0.3894 -0.8859 0.0316 0.1485 9.6310 0.7930 327 553
(0.933) (-1.795) (0.072) [0.002] [0.374] [0.000] [0.137]
[0.352] [0.074] [0.943]

86 1.0088 0.3908 0.6010 0.1170 17641 0.8936 3.27 0.57
(2.055) (0.666) (0.923) [0.185] [0.345] [0.000] [0.903]
[0.041] [0.506] [0.357]

87 1.0617 1.3601 0.9422 0.0763 0.1910 0.0430 258 46.20
(1.623) (1.820) (1.300) [0.662] [0.836] [0.001] [0.000]
[0.106] [0.070] [0.195]

88 2.4002 -0.7774 -0.6763 0.2122 6.2262 12.799 33 15.05
(2.504) (- 0.646) (-0.468) [0.013] [0.000] [0.000] [0.002]
[0.013] [0.519] [0.640]

89 0.7372 - 2.4060 0.1243 0.2201 6.4990 0.6966 6.07 0.61
(1.1270) (-1.039) (0.648) [0.011] [0.405] [0.000] [0.894]
[0.243] [0.299] [0.518]

90 8.3010 6.8447 45323 0.1963 11553 10.336 345 1,261.85
(3621) (2.766) (1.362) [0.283] [0.001] [0.000] [0.000]
[0.000] [0.006] [0.174]

a1 1.3315 0.6140 -0.1354 0.0891 1.8577 11.239 2.60 6.36
(2.599) (2.595) (-0.368) [0.174] [0.001] [0.001] [0.095]
[0.010] [0.010] [0.713]

92 1.8335 1.3364 0.1359 0.2218 25901 32.202 6.11 887.06
(4.290) (3.077) (0.461) [0.108] [0.000] [0.000] [0.000]
[0.000] [0.002] [0.645]

93 1.4684 0.6935 0.0936 0.1713 5.6206 23.136 3.76 131.45
(6.629) (2.261) (0.345) [0.018] [0.000] [0.000] [0.000]
[0.000] [0.024] [0.730]

94 12218 0.4557 0.3684 0.1576 3.9488 9.8597 5.67 37.16
(4.186) (1.038) (0.806) [0.047] [0.002] [0.000] [0.000]
[0.000] [0.300] [0.421]

95 1.0633 -0.0854 0.0494 0.1779 23184 27.157 5.24 48.76
(3.990) (-0.186) (0.187) [0.000] [0.000] [0.000] [0.000]

[0.000] [0.853] [0.852]
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Table4 Value relevance of earnings components (continued)

F test [p-value] Dummy Hausman
Year OP FIN EXT AdLR?  B=p8, B =5 Test Test
1996 0.9587 -0.1975 0.7610 0.0026 2.8431 0.1510 0.88 6.28
(3.451) (-0.303) (3.644) [0.092] [0.698] [0.603] [0.099]
[0.001] [0.762] [0.000]
97 29541 2.6411 0.5531 0.3505 0.6443 69.957 6.13 53.89
(9.933) (3.744) (2.203) [0.423] [0.000] [0.000] [0.000]
[0.000] [0.000] [0.028]
98 14912 0.6380 0.3964 0.2404 4.9913 21.816 5.54 15.74
(4.684) (1.367) (1.353) [0.026] [0.000] [0.000] [0.001]
[0.000] [0.172] [0.177]
99 0.8225 0.1529 0.1525 0.2097 6.5891 17.452 555 363.48
(4.813) (1.114) (2.248) [0.011] [0.000] [0.000] [0.000]
[0.000] [0.266] [0.025]
2000 0.7983 0.9792 0.1411 0.0671 0.1318 4.947 2.87 11.38
(3.944) (2.809) (1.193) [0.717] [0.027] [0.000] [0.010]
[0.000] [0.005] [0.234]
79-00 0.9239 -0.0774 0.0970 0.2869 166.18 198.54
(7.992) (-0.569) (1.170) [0.000] [0.000]

[0.000] [0.570] [0.242]

Eamings components model (M12): P, = & + #,0P, + B,FIN, + B,EXT, + 271 DJ. +U,. D=industry dummy

(j=1,2,-,17). Each cell on the left-hand side shows as follows: Top = Estimated Coefficients, (Middle) = t-value using
heteroscedasticity-consistent covariance matrix (\White’s t), [Bottom] = p-value (two-tailed). Dummy Test represents the results
of F-value [p-value] whether all industry dummy is zero. Hausman Test represents the chi-square [p-value].
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Table5 Correlations among the surprises of earnings components

Pearson Spearman

Year (40P, AFIN) (AOP, AEXT) (AFIN, AEXT) (AOP, AFIN) (AOP, AEXT) (AFIN, AEXT)
1979 -0.067 -0.226 -0.262 -0.238 - 0.665 0.060
[0.246] [0.000] [0.000] [0.000] [0.000] [0.301]
80 -0.296 0.337 0.212 -0.302 - 0.669 -0.011
[0.000] [0.000] [0.000] [0.000] [0.000] [0.848]
81 0.251 -0.211 0.190 - 0.265 -0.638 0.024
[0.000] [0.000] [0.001] [0.000] [0.000] [0.672]
82 0.091 -0424 -0.282 -0.297 -0.676 -0.053
[0.109] [0.000] [0.000] [0.000] [0.000] [0.350]
83 - 0.056 -0.525 -0.132 -0.238 -0.755 0.034
[0.321] [0.000] [0.020] [0.000] [0.000] [0.555]
84 -0.078 -0.357 -0.148 -0.308 -0.592 0.035
[0.167] [0.000] [0.008] [0.000] [0.000] [0.541]
85 -0418 -0.142 -0.103 -0.283 -0.597 0.029
[0.000] [0.011] [0.066] [0.000] [0.000] [0.611]
86 -0.544 0.092 -0.241 - 0417 - 0.547 -0.014
[0.000] [0.098] [0.000] [0.000] [0.000] [0.804]
87 -0.181 -0.518 -0.377 -0.263 - 0.660 -0.155
[0.001] [0.000] [0.000] [0.000] [0.000] [0.005]
88 -0.453 -0.284 -0.383 -0.282 - 0.688 -0.199
[0.000] [0.000] [0.000] [0.000] [0.000] [0.030]
89 -0.218 0.168 0.196 -0.374 -0.648 0.045
[0.000] [0.002] [0.000] [0.000] [0.000] [0.402]
90 -0.409 -0433 -0.092 -0.516 -0.614 0.052
[0.000] [0.000] [0.061] [0.000] [0.000] [0.286]
91 -0.106 -0.199 0.487 -0.410 -0.520 -0.185
[0.022] [0.000] [0.000] [0.000] [0.000] [0.000]
92 0.093 -0.004 0.640 -0.277 - 0.607 -0.112
[0.039] [0.926] [0.000] [0.000] [0.000] [0.013]
93 -0.285 -0.227 0.061 -0.396 -0.613 0.011
[0.000] [0.000] [0.174] [0.000] [0.000] [0.804]
94 -0.235 - 0.025 -0.362 -0.348 -0444 -0.053
[0.000] [0577] [0.000] [0.000] [0.000] [0.236]
95 -0.152 -0.228 -0.333 -0.330 - 0.506 0.015
[0.001] [0.000] [0.000] [0.000] [0.000] [0.740]
96 -0.220 -0.084 -0451 -0.310 -0.491 -0.017
[0.000] [0.056] [0.000] [0.000] [0.000] [0.699]
97 -0.180 -0.124 -0.114 -0.332 - 0.469 -0.069
[0.000] [0.004] [0.008] [0.000] [0.000] [0.110]
98 -0.475 -0.326 0.037 -0.428 - 0.495 0.033
[0.000] [0.000] [0.392] [0.000] [0.000] [0.436]
99 -0.031 -0.098 -0.033 -0.19%4 - 0.366 -0.011
[0.460] [0.021] [0.434] [0.000] [0.000] [0.798]
2000 0.073 0.064 -0.075 -0.140 -0.149 - 0.066
[0.085] [0.128] [0.075] [0.001] [0.000] [0.121]
79-00 -0.078 -0.103 - 0.052 - 0.287 -0.522 -0.030
[0.000] [0.000] [0.000] [0.000] [0.000] [0.004]
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Table 6 Comparison between models by AIC and adjusted R-square

Panel A AIC Adj. R?
Year ACOMP vs. AOP vs. A0l vs. ANl ACOMP vs. AOP vs. A0l vs. ANI

1979 0.21908 -0.01353  -0.00274  -0.04779 0.3072 0.0473 0.0130 0.1563
80 0.08838 -0.00749 -0.01186 -0.01797 0.3591 0.0585 0.0904 0.1350
81 0.12891 -0.00466  -0.00334 0.00014 0.2554 0.0316 0.0240 0.0037
82 0.05849 0.00060 0.00052 0.00015 0.1144 -0.0038 -0.0026 0.0030

83 0.05504 0.00015 -0.00101  -0.00467 0.3023 0.0023 0.0170 0.0637
84 0.25101 -0.01056  -0.00678  -0.03370 0.2300 0.0371 0.0254 0.1085
85 0.13723 - 0.00150 0.00143  -0.00918 0.2060 0.0134 - 0.0036 0.0581
86 0.13571 0.00088 0.00114  -0.00275 0.1497 - 0.0006 - 0.0022 0.0223
87 0.18814 0.00167 0.00166 0.00210 0.0733 -0.0029 - 0.0028 - 0.0050
88 0.35245 - 0.00491 0.003900  -0.03758 0.2472 0.0148 - 0.0041 0.0850
89 0.15722 -0.00012  -0.00413 -0.01192 0.2686 0.0045 0.0233 0.0597
90 0.16428 - 0.00090 0.00081  -0.01603 0.1442 0.0086 - 0.0003 0.0878
91 0.04124 0.00004 -0.00118 -0.00170 0.1087 0.0028 0.0292 0.0404
92 0.02114 0.00007  -0.00050  -0.00055 0.1639 0.0005 0.0230 0.0250
93 0.03234 -0.00013  -0.00069  -0.00352 0.2012 0.0063 0.0201 0.0904
94 0.04644 - 0.00101 0.00030  -0.00527 0.2413 0.0195 -0.0021 0.0893
95 0.02176 - 0.00035 0.00002  -0.00255 0.2132 0.0155 0.0023 0.0954
96 0.16659 0.00051 -0.00252 -0.00630 0.0613 0.0006 0.0177 0.0391
97 0.04057 0.00029  -0.00001 -0.00134 0.1981 -0.0029 0.0030 0.0294

98 005032  -0.00063 -0.00002  -0.00357 0.2084 0.0127 0.0030 0.0591

99 0.08389  -0.00041 -0.00066  -0.00029 0.1865 0.0068 0.0093 0.0056
2000 0.34775 0.00208 0.00114  -0.00062 0.0617 -0.0023 0.0002 0.0050
79-00 0.13212  -0.00005 -0.00035 -0.00568 0.2934 0.0004 0.0021 0.0306
Mean 012673  -000181 -0.00111 -0.00931 0.1955 0.0123 0.0129 0.0571

Median 0.10864  -0.00024 -0.00026  -0.00355 0.2036 0.0066 0.0062 0.0586

z -1.575 -1.130 -3.750 3.101 2711 3.994
p-value 0.115 0.259 0.000 0.002 0.007 0.000
BNST 0.523 0.664 0.001 0.017 0.134 0.000
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Table 6 Comparison between models by AlC and adjusted R-square (continued)

Panel B AIC Adj. R?

Year AOP_AFIN vs. AOP vs. A0l AOP_AFIN  vs. AOP vs. A0l
1979 0.21844 -0.01417 -0.00338 0.3071 0.0472 0.0129
80 0.09095 - 0.00492 -0.00929 0.3385 0.0379 0.0698

81 0.13311 - 0.00046 0.00086 0.2288 0.0050 -0.0026

82 0.05824 0.00034 0.00027 0.1156 -0.0026 -0.0014

83 0.05508 0.00018 - 0.00097 0.2997 -0.0003 0.0144

84 0.25942 -0.00215 0.00163 0.2019 0.0090 - 0.0027

85 0.13637 - 0.00236 0.00057 0.2087 0.0161 - 0.0009

86 0.13488 0.00005 0.00031 0.1524 0.0021 0.0005

87 0.18756 0.00109 0.00108 0.0735 -0.0027 -0.0026

88 0.35038 - 0.00698 0.00183 0.2495 0.0171 -0.0018

89 0.15767 0.00033 -0.00368 0.2646 0.0005 0.0193

90 0.16357 -0.00161 0.00010 0.1460 0.0104 0.0015

a1 0.04106 -0.00014 -0.00135 0.1107 0.0048 0.0312

92 0.02114 0.00007 - 0.00050 0.1623 -0.0011 0.0214

93 0.03232 -0.00014 -0.00070 0.2000 0.0051 0.0189

94 0.04625 -0.00119 0.00012 0.2428 0.0210 - 0.0006

95 0.02168 -0.00042 - 0.00006 0.2146 0.0169 0.0037

96 0.16645 0.00037 - 0.00266 0.0603 -0.0004 0.0167

97 0.04042 0.00015 -0.00015 0.1995 -0.0015 0.0044

98 0.05052 -0.00043 0.00018 0.2039 0.0082 -0.0015

99 0.08460 0.00030 0.00004 0.1782 -0.0015 0.0010
2000 0.34682 0.00115 0.00021 0.0626 -0.0014 0.0011
79-00 0.13210 - 0.00007 -0.00037 0.2934 0.0004 0.0021
Mean 0.12713 -0.00141 -0.00071 0.1919 0.0086 0.0092
Median 0.11203 -0.00014 0.00007 0.2010 0.0049 0.0013
Z -1.656 0.471 2.678 2127
p-value 0.098 0.638 0.007 0.033
BNST 0.832 0.832 0.286 0.286
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Table 6 Comparison between models by AlC and adjusted R-square (continued)

Panel C AIC Adj. R2

Year AOI_AEXT vs. A0l vs. ANI AOI_AEXT vs. A0l vs. ANI
1979 0.22156 - 0.00026 -0.04531 0.2972 0.0030 0.1463
80 0.09533 -0.00491 -0.01102 0.3066 0.0379 0.0825

81 0.12841 -0.00384 - 0.00036 0.2560 0.0246 0.0043

82 0.05828 0.00031 - 0.00006 0.1150 -0.0020 0.0036

83 0.05605 0.00000 - 0.00365 0.2873 0.0020 0.0487

84 0.24944 - 0.00835 -0.03527 0.2326 0.0280 0.1111

85 0.13665 0.00085 -0.00976 0.2070 -0.0026 0.0591

86 0.13533 0.00076 -0.00313 0.1496 -0.0023 0.0222

87 0.18701 0.00053 0.00097 0.0762 0.0001 -0.0021

88 0.35045 0.00190 -0.03958 0.2494 -0.0019 0.0872

89 0.15997 -0.00138 -0.00917 0.2538 0.0085 0.0449

90 0.16416 0.00069 -0.01615 0.1429 -0.0016 0.0865

a1 0.04242 0.00000 - 0.00051 0.0813 0.0018 0.0130

92 0.02145 -0.00019 -0.00024 0.1502 0.0093 0.0113

93 0.03310 0.00008 -0.00276 0.1808 -0.0003 0.0700

94 0.04630 0.00017 - 0.00540 0.2420 -0.0014 0.0900

95 0.02180 0.00006 -0.00251 0.2102 - 0.0007 0.0924

96 0.16801 -0.00110 -0.00488 0.0515 0.0079 0.0293

97 0.04071 0.00013 -0.00120 0.1939 -0.0012 0.0252

98 0.05014 - 0.00020 -0.00375 0.2099 0.0045 0.0606

99 0.08386 - 0.00069 -0.00032 0.1854 0.0082 0.0045
2000 0.34742 0.00081 - 0.00095 0.0609 - 0.0006 0.0042
79-00 0.13250 0.00003 -0.00530 0.2913 0.0000 0.0285
Mean 0.12717 - 0.00066 - 0.00886 0.1927 0.0053 0.0488
Median 0.11187 0.00003 -0.00339 0.2070 0.0001 0.0449
Z -0.365 -3.880 1.802 4,074
p-value 0.715 0.000 0.072 0.000
BNST 0.664 0.000 0.832 0.000

Earnings components changes model (M13): AP, = a + B,A0P, + B,AFIN, + B, AEXT, + 271' Dj +u,. D=

industry dummy (j=1, 2,--+,17). For example, A OP represents the regression model M5 (earnings changes model). The
column “vs. A Ol (A NI)” represents the difference in AIC (on the left hand side) and adjusted R-square (on the right hand
side) between earnings components changes model (M13) and earnings changes model (IM5) with using ordinary income (net

income) as independent variable.

Z = Wilcoxon test score, BNST = p-value of binominal sign test.
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Table 7 Value relevance of earnings surprises by components

F test [p-value] Dummy  Hausman
Year AOP AFIN  AEXT  AdiR?  B=8, B =5 Test Test
1979 1.0880 24523 -0.1374 0.3072 5.0850 46.133 2.56 0.34
(4.937) (3.198) (-0.954) [0.025] [0.000] [0.001] [0.952]
[0.000] [0.002] [0.341]
80 0.7446 -1.6223 -0.4483 0.3591 24.282 25.768 6.74 25.88
(3.145) (-3.046) (-2312) [0.000] [0.00] [0.000] [0.000]
[0.002] [0.003] [0.022]
81 0.9594 0.4340 0.5676 0.2554 0.7501 3.2608 4.45 19.56
(2.110) (0.513) (1.569) [0.387] [0.072] [0.000] [0.000]
[0.036] [0.608] [0.118]
82 0.1384 -0.2807 -0.1235 0.1144 0.8080 2.9539 3.16 6.08
(1.810) (-0.695)  (-1.646) [0.369] [0.087] [0.000] [0.108]
[0.071] [0.487] [0.101]
83 0.7799 -0.5993 -0.3566 0.3023 7.2650 26.170 6.10 2.63
(3.990) (-1.039)  (-1.456) [0.007] [0.000] [0.000] [0.453]
[0.000] [0.300] [0.147]
84 1.4635 1.3492 - 1.6564 0.2300 0.0143 42.788 271 2.67
(4.697) (1.428) (-2.000) [0.905] [0.000] [0.000] [0.445]
[0.000] [0.154] [0.046]
85 1.9847 2.7749 0.0013 0.2060 0.6240 22.257 347 0.83
(4.630) (2.661) (0.004) [0.430] [0.000] [0.000] [0.841]
[0.000] [0.008] [0.997]
86 15700 0.9552 0.0424 0.1497 1.0298 9.658 3.04 313
(2.863) (1.429) (0.108) [0.311] [0.002] [0.000] [0.372]
[0.004] [0.154] [0.914]
87 0.8649 0.6788 0.5636 0.0733 0.0610 0.3666 243 218
(1.601) (0.872) (0.929) [0.805] [0.545] [0.002] [0.537]
[0.110] [0.384] [0.354]
88 5.4167 4.8758 0.1836 0.2472 0.1129 36.327 317 349
(3.062) (1.969) (0.221) [0.737] [0.000] [0.000] [0.321]
[0.002] [0.050] [0.825]
89 4.7474 -1.2841 -0.5950 0.2686 7.6316 21.024 393 29.99
(4.535) (-0506)  (-2.419) [0.006] [0.000] [0.000] [0.000]
[0.000] [0.613] [0.016]
90 7.8431 5.4466 0.2194 0.1442 16210 42.409 162 1541
(5.046) (1972 (0.591) [0.204] [0.000] [0.056] [0.002]
[0.000] [0.049] [0.555]
91 3.4949 0.5146 0.0087 0.1087 14.800 21.746 2.83 9.54
(3.868) (2.114) (0.024) [0.000] [0.000] [0.000] [0.023]
[0.000] [0.035] [0.981]
92 1.2872 0.0719 -0.2428 0.1639 8.7410 16.062 5.26 23.58
(2.702) (0.593) (-1.702) [0.003] [0.000] [0.000] [0.000]
[0.007] [0.553] [0.089]
93 2.5297 0.8781 0.2091 0.2012 13.325 54.774 4.25 76.45
(7.531) (1.923) (1.962) [0.000] [0.000] [0.000] [0.000]
[0.000] [0.055] [0.050]
94 2.7027 22474 0.0232 0.2413 0.5266 53.375 4.80 19.99
(6.138) (3.033) (0.087) [0.468] [0.000] [0.000] [0.000]
[0.000] [0.003] [0.930]
95 1.7561 1.1360 0.0543 0.2132 2.9243 56.571 4.34 23.40
(5.499) (1.853) (0.322) [0.088] [0.000] [0.000] [0.000]

[0.000]  [0.085]  [0.747]
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Table 7 Value relevance of earnings surprises by components (continued)

F test [p-value] Dummy  Hausman
Year AOP AFIN  AEXT AR B =8, B =54 Test Test
1996 3.2848 1.1506 0.4592 0.0613 6.2072 22.889 0.89 248
(7.842) (2.434) (1.636) [0.013] [0.000] [0.592] [0.479]
[0.000] [0.015] [0.102]
97 16314 0.1135 0.0641 0.1981 3.7465 20.127 6.92 8.17
(4.287) (0.130) (0.316) [0.053] [0.000] [0.000] [0.043]
[0.000] [0.897] [0.752]
98 1.6928 1.7029 0.2666 0.2084 0.0004 40.819 5.35 12.00
(5.918) (2.526) (1.959) [0.985] [0.000] [0.000] [0.007]
[0.000] [0.012] [0.051]
99 0.5476 -0.0569 0.2018 0.1865 17276 5.1431 6.49 45.66
(2.550) (-0.143) (3.661) [0.189] [0.024] [0.000] [0.000]
[0.011] [0.886] [0.000]
2000 0.6207 -0.2046 0.0482 0.0617 1.4143 4.7674 294 177
(1.825) (-0.509) (1.379) [0.235] [0.029] [0.000] [0.621]
[0.069] [0.611] [0.168]
79-00 1.0314 0.3256 -0.0233 0.2934 28.033 394.30
(6.712) (1.602) (- 0.469) [0.000] [0.000]
[0.000] [0.109] [0.639]

Eamings components changes model (M13): AP, = a + f,40P, + B,4FIN, + B, AEXT, + 271 DJ. +u,. D=

industry dummy (j =1, 2,---, 17). Each cell on the left-hand side shows as follows: Top = Estimated Coefficients, (Middle) =

t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed).

Dummy Test

represents the results of F-value [p-value] whether all industry dummy is zero. Hausman Test represents the chi-square

[p-value].
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Table8 Number of losses and negative surprises

OoP FIN EXT AOP AFIN AEXT

Year N n n n n ratio p-value n ratio p-value n ratio p-value
1979 303 20 242 266 110 0.363 [0.0000] 108 0.356 [0.0000] 215 0.710 [0.0000]
80 304 10 250 276 85 0.280 [0.0000] 197 0.648 [0.0000] 188 0.618 [0.0000]
81 307 10 253 277 159 0518 [0.5301] 193 0.629 [0.0000] 124 0404 [0.0008]
82 310 9 244 277 189 0.610 [0.0001] 103 0.332 [0.0000] 156 0.503 [0.9096]
83 313 24 238 258 221 0.706 [0.0000] 124 0.396 [0.0002] 106 0.339 [0.0000]
84 316 18 223 269 144 0.456 [0.1152] 99 0.313 [0.0000] 193 0611 [0.0001]
85 317 13 214 287 107 0.338 [0.0000] 98 0.309 [0.0000] 220 0.694 [0.0000]
86 322 21 213 280 231 0.717 [0.0000] 134 0416 [0.0026] 116 0.360 [0.0000]
87 321 37 189 276 226 0.704 [0.0000] 87 0271 [0.0000] 147 0.458 [0.1318]
88 330 21 185 307 95 0.288 [0.0000] 121 0.367 [0.0000] 219 0.664 [0.0000]
89 348 11 171 330 102 0.293 [0.0000] 141 0.405 [0.0004] 237 0.681 [0.0000]
90 418 14 201 391 204 0.488 [0.6248] 183 0438 [0.0110] 185 0443 [0.0189]
a1 469 15 244 428 208 0.443 [0.0144] 287 0.612 [0.0000] 206 0439 [0.0085]
92 491 15 289 447 305 0.621 [0.0000] 330 0.672 [0.0000] 175 0.356 [0.0000]
93 502 50 303 446 368 0.733 [0.0000] 242 0.482 [0.4218] 188 0.375 [0.0000]
94 508 90 293 440 361 0.711 [0.0000] 216 0425 [0.0007] 189 0.372 [0.0000]
95 517 61 329 455 165 0.319 [0.0000] 289 0.559 [0.0073] 328 0634 [0.0000]
96 521 58 273 478 246 0472 [0.2039] 146 0.280 [0.0000] 293 0.562 [0.0044]
97 541 36 275 517 161 0.298 [0.0000] 264 0.488 [0.5762] 364 0.673 [0.0000]
98 547 52 287 515 338 0.618 [0.0000] 248 0453 [0.0292] 225 0411 [0.0000]
99 558 126 295 499 384 0.688 [0.0000] 273 0.489 [0.6115] 2711 0.486 [0.4982]
2000 559 84 293 524 181 0.324 [0.0000] 271 0.485 [0.4721] 330 0.590 [0.0000]
79-00 9,122 795 5,504 8,243 4,590 0.503 [0.5437] 4,154 0.455 [0.0000] 4,675 0512 [0.0170]

The column “p-value™ is the result of chi-square test whether the ratio is 0.5.
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Table9 Comparison between models by AIC and adjusted R-square

AIC Adj. R2
Year COMPL vsOPL vsOlL wsNLL COMPL wsOPL vsOlL vsNIL

1979 0.22442 -0.00680 -0.03119 -0.02129 0.2968 0.0302 0.1076 0.0762
80 0.09004 0.00138  -0.00868 -0.01128 0.3530 -0.0021 0.0711 0.0899
81 0.12406 - 0.00435 0.00428  -0.01474 0.2898 0.0338 -0.0162 0.0940
82 0.05582 0.00115 -0.00185 -0.00218 0.1623 -0.0074 0.0381 0.0431

83 0.05567 -0.00078  -0.00256  -0.00456 0.3005 0.0182 0.0409 0.0663
84 0.24920 -0.00282  -0.00089  -0.01807 0.2423 0.0176 0.0117 0.0645
85 0.14868 0.00183  -0.00144  -0.00230 0.1473 - 0.0006 0.0184 0.0234
86 0.13727 - 0.00146 0.00191  -0.00145 0.1473 0.0191 -0.0021 0.0190
87 0.18858 0.00204 0.00329 0.00203 0.0791 0.0006 - 0.0056 0.0006
88 0.35168 0.00556 0.00645  -0.00503 0.2552 -0.0034 -0.0053 0.0192
89 0.15265 -0.01438  -0.01717 -0.01759 0.2956 0.0747 0.0877 0.0897
90 0.14576 -0.00474  -0.00492  -0.00568 0.2458 0.0316 0.0325 0.0365
91 0.04213 - 0.00003 0.00095  -0.00048 0.0949 0.0079 -0.0133 0.0177
92 0.01921 - 0.00088 0.00040  -0.00161 0.2448 0.0407 - 0.0099 0.0698
93 0.03363 - 0.00004 0.00040  -0.00025 0.1740 0.0072 - 0.0037 0.0124
94 0.04927 0.00037  -0.00045 -0.00278 0.1994 - 0.0001 0.0134 0.0515

95 0.02166 0.00000 -0.00183  -0.00240 0.2210 0.0059 0.0720 0.0927
96 0.17891 0.00157 0.00140 0.00193 -0.0026 -0.0014 - 0.0005 - 0.0035
97 003143  -0.00328 0.00088  -0.00396 0.3820 0.0694 -0.0131 0.0828
98 0.04407  -0.00189 0.00117  -0.00009 0.3103 0.0347 -0.0135 0.0064
99 0.07840  -0.00023 0.00001  -0.00521 0.2437 0.0075 0.0052 0.0558

2000 0.34849 0.00082 0.00318 0.00065 0.0645 0.0043 -0.0021 0.0047
79-00 0.13070  -0.00050 -0.00167  -0.00613 0.3012 0.0030 0.0092 0.0331
Mean 012596  -0.00123 -0.00212  -0.00529 0.2158 0.0177 0.0188 0.0460
Median 0.10705  -0.00013 0.00020  -0.00259 0.2430 0.0077 0.0024 0.0473
z -1.130 0.373 -3.490 3.182 1542 4.042
p-value 0.259 0.709 0.000 0.001 0.123 0.000
BNST 0.383 0.832 0.001 0.052 1.000 0.000

Earnings components and loss model (M14):

P, =a+ 0P, + §,D,OP, + B;FIN; + B,D[FIN, + SEXT, + f;D/EXT, + > 7D, +Uy-

D, = dummy variable, 1 for negative components and O for others. DJ- = industry dummy (j =1, 2,---,17). OP_L represents
the regression model M2, which separates losses form earnings. The column “vs. Ol_L (NI_L)” represents the difference in

AIC (on the left hand side) and adjusted R-square (on the right hand side) between model M14 and model M2 with using
ordinary income (net income) as independent variable.  Z = Wilcoxon test score, BNST = p-value of binominal sign test.
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Table 10 Nonlinearity of value relevance between gains and losses

Dummy  Hausman

Year OP D, OP FIN D FIN EXT D EXT AdjR? Test Test
1979 14112 -15428 -0.2804 0.0832 1.2037 - 1.4688 0.2968 128 11.29
4713)  (-3206) (-0309) (0.079)  (6494) (-5032) [0201]  [0.080]
[0000] [0002] [0.758]  [0.937]  [0.000]  [0.000]
a0.1640 Db11887 ¢0.3071 d0.2803 e1.5400
[0686] [0277] [0580] [0597]  [0.216]
80 13303 -1.0141 -09311  0.9803 0.0675 0.5212 0.3530 8.10 4,775.78
@4770) (-1198) (-0343) (0.338)  (0.207)  (1.090) [0.000]  [0.000]
[0000] [0232] [0732] [0.736] [0.836]  [0.277]
a0.0929 Db0.8631 00140 d43721 e2.5034
[0.761]  [0.354] [0.906]  [0037]  [0.115]
81 24616  -31133  0.6206 1.0817 0.0042 1.2440 0.2898 4.06 15.34
(377) (-2146) (0341)  (0.604)  (0.019)  (0.584) [0000]  [0.018]
[0018] [0033] [0733] [0546] [0.984]  [0.560]
ab5754 b09636 14979 d21.789 e1.9340
[0019] [0327] [0000]  [0.000]  [0.165]
82 05093  -0.9567 -0.1060 -0.1609 -0.4403  0.4398 0.1623 3.13 136.78
(3614) (-1130) (-0148) (-0193) (-1012)  (0.641) [0.000]  [0.000]
[0000] [0.260] [0.882] [0.847] [0312]  [0522]
a0.0951 b0.2778 10039 d22049 e0.0000
[0.758] [0599] [0.317]  [0.139]  [0.999]
83 03258  -1.7410 0.7582  -11772 -05286 -09013  0.3005 6.74 9.96
(3055) (-4312) (0906) (-1239) (-2061) (- 1404) [0000]  [0.126]
[0002] [0000] [0.366] [0.216] [0.040]  [0.161]
a75017 b0.1781 25800 d53143 e8671
[0007] [0673] [0109] [0.022]  [0.004]
84 3.1116 -41170  0.17% 1.6264 0.3265 0.1869 0.2423 3.90 2297
4034) (-3223) (0113) (0.900)  (0.799)  (0.112) [0.000]  [0.001]
[0000] [0001] [0910] [0.369]  [0425]  [0.911]
al0865 b26921 «c¢7.1716 d9.3777 01783
[0298] [0102] [0.008] [0.002]  [0.673]
85 08101  -1.5422 -23947 21158 02610  -0.1908  0.1473 3.28 451
(0915)  (-0596) (-2.085)  (1.699)  (0430) (-0.141) [0.000]  [0.608]
[0361] [0552] [0.038] [0.090] [0.668]  [0.888]
a04386 b4.1135 ¢0.1363 d05895 e0.0047
[0508] [0.043] [0.712]  [0.443]  [0.946]
86 18162  -25267 -03234 15403 25982  -25815  0.1473 3.46 1.87
(30200 (-2389) (-0327) (L230)  (2787)  (-2080) [0000]  [0.931]
[0003] [0018] [0.744] [0220] [0.006]  [0.038]
a05854 Db34207 21452 d0.6089 e0.0002
[0445]  [0065] [0.144] [0.436]  [0.988]
87 2.1322 -2.1203 2.1454 - 0.4996 0.8103 0.6953 0.0791 243 45.44
(2549) (-1843) (2155 (-0354) (0.558)  (0.370) [0.002]  [0.000]
[0011] [0.066] [0032] [0724] [0577]  [0.711]
a0.0002 b0.0001 19196 d0.6980 e2.0952
[0990] [0993] [0.167] [0404]  [0.149]
88 43303 -49710 04038 1.5091 18170  -3.1468  0.2552 2.73 13.95
(4632) (-2744) (0278)  (0511)  (1128)  (-1504) [0.000]  [0.030]
[0000] [0006] [0781] [0609]  [0.260]  [0.134]
a01722 b23694 ¢0.7168 d1.0895 e0.6303
[0678] [0.125] [0.398] [0297]  [0.428]
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Table 10 Nonlinearity of value relevance between gains and losses (continued)

Dummy  Hausman

Year oP D, OP FIN D FIN EXT D EXT Adi.R?  Test Test
1989  -24412 20066 40639 -17599 01793  -52026 02956  3.83 46.48
(-1845) (1393) (2142) (-5875) (1.350) (-2.017) [0.000]  [0.000]
[0066] [0165] [0.033]  [0.000] [0.178]  [0.044]
a00476 b89714 32374 20298 e3.0174
[0.827]  [0003] [0000] [0.155]  [0.083]
90 11403 -20448 13211  -71765 16903  7.2967 02458 342 19.94
(3226) (-1358) (2334) (-1430) (0.366)  (0.814) [0.000]  [0.003]
[0001] [0175] [0020] [0.153] [0.715]  [0.416]
a35798 b03392 60763 d85657 €7.9130
[0059] [0561] [0.014]  [0.004]  [0.005]
91 14983 -17357 06530 04448 03083 -15078 00949 257 5.98
(2806) (-1419) (0424)  (0259)  (0.751)  (-1.892) [0001]  [0.425]
[0005] [0157] [0672] [0.796]  [0.453]  [0.059]
a00500 b02307 53856 d29753 20074
[0.823] [0631] [0021] [0.085]  [0.157]
9 23812 -41443 19531 -02755 03467 -03276 02448 627 12819
(7.424) (-3168) (L941) (-0254) (0.926) (-0.621) [0.000]  [0.000]
[0000] [0002] [0053] [0.799]  [0.355]  [0.535]
a27362 b01616 17255 d16.360 €0.0014
[0.099] [0.688] [0.000] [0.000]  [0.970]
93 17762 -07704 11057 -03049 08115 -08707 01740  3.69 28.32
(5947)  (-1471)  (L032) (-0246) (1475) (-1373) [0.000]  [0.000]
[0000] [0142] [0302] [0.805] [0.141]  [0.171]
a40768 03644 41206 d20660 €0.0294
[0044] [0546] [0043] [0151]  [0.864]
94 26209 -28479 07556 -00585 04514 -02337 01994 620  4804.20
(4.866) (-3541) (0.662) (-0038) (L116) (-0.247) [0.000]  [0.000]
[0000] [0000] [0508] [0.970]  [0.265]  [0.805]
a02345 b36658 22124 14932 €0.1592
[0628] [0056] [0.38]  [0.000]  [0.690]
95 18851 -16008 08139 -14231 01253 03285 02210 494 70.33
(3387) (-1809) (0.905) (-1138) (0.383)  (0.305) [0.000]  [0.000]
[0001] [0071] [0366] [0.256] [0.702]  [0.760]
a04705 b46241 30425 d17.877 e0.6474
[0493] [0032] [0.082]  [0.000]  [0.421]
9 08687 01827 -05107 03115 04456 05032 -00026  0.88 7.72
(1868)  (0216) (-0365) (0.167)  (1.341)  (0.997) [0.604]  [0.260]
[0062] [0829] [0715] [0.868]  [0.181]  [0.319]
ald422 b0567 00594 d02018 23537
[0234] [0452] [0.808]  [0.654]  [0.126]
97 39520 -25081 47132 -23000 11272 -05143 03820 633 1592
(1226) (-3742) (3914) (-1566) (1.665) (-0.707) [0000]  [0.014]
[0000] [0000] [0000] [0.18]  [0.096]  [0.480]
a81268 b05553 28235 25448 e3.6615
[0.005] [0456] [0000]  [0.000]  [0.056]
98 32866 -34329 11511 08102 07501 -01068 03103  6.49 20,63
0478)  (-7469) (L155)  (0.604)  (1.304) (-0.173) [0.000]  [0.002]
[0000] [0000] [0249] [0546] [0.193]  [0.863]
a02230 b45051 20671 d19.907 €6.3319
[0637] [0034] [0000] [0.000]  [0.012]
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Table 10 Nonlinearity of value relevance between gains and losses (continued)

Dummy  Hausman

Year oP D, OP FIN D FIN EXT D EXT Adi.R?  Test Test
1999 20370 -20588 06474 -02708 -00211 02565 02437 571 84.03
4701) (-3857) (L045) (-0419) (-0.226) (1.670) [0.000]  [0.000]
[0000] [0000] [0296] [0.676] [0.822]  [0.096]
a0009 b33621 18415 d36370 e55527
[0921] [0067] [0475]  [0.000]  [0.019]
2000 11112 -07300 02880 13917 01819 -00769 00645 281 20.29
(3126)  (-1404) (0454)  (L544)  (4277)  (-0.267) [0.000]  [0.003]
[0002] [0161] [0650] [0.23]  [0.000]  [0.790]
a04693 b05914 44872 d44311 e03150
[0494] [0442] [0035] [0.036] [0575]
79-00 15689 -16435 06556 -02395 03290 -02753 03012
(1018) (-7229) (2239) (-0711) (2811) (-1533)
[0000] [0000] [0025] [0477] [0.005]  [0.125]
a05250 b11474 ¢17.221 d16610 e0.6552
[0469]  [0.001]  [0.000]  [0.000]  [0.418]

Earnings components and loss model (M14):

P = a+ S0P, + B,D, OP, + B;FIN; + 8,D/FIN, + B.EXT, + B, D/ EXT, +Z7ij + U -

D, = dummy variable, 1 for negative components and 0 for others. Dj = industry dummy (j =1, 2,---, 17). Each cell on the

left-hand side shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance
matrix (White’s t), [Bottom] = p-value (two-tailed). The values marked through a to e are F-value by ANOVA and values in

[parenthesis] are p-value, where the linear restrictions are as follows.

ap+p,=0

chi-square [p-value].

b:ﬂl :ﬂs

CBs+ P, =0

Dummy Test represents the results of F-value [p-value] whether all industry dummy is zero. Hausman Test represents the

d:ﬂl :ﬂs

e:ﬂ5+ﬂ6 =0.
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Table 11  Comparison between models by AIC and adjusted R-square

AIC Adj. R
Year ACOMP_N vs. AOP_N vs. AOIN vs. ANI_LN ACOMP_N vs. AOP_N vs. AOILN vs. ANI_N

1979 0.20505 - 0.01309 0.00147  -0.03426 0.3575 0.0494 0.0032 0.1165
80 0.08652 -0.00998 -0.01363  -0.01840 0.3783 0.0802 0.1067 0.1414
81 0.11022 -0.00870 -0.00776  -0.01581 0.3690 0.0580 0.0526 0.0992
82 0.05910 0.00132 0.00135 0.00039 01131 -0.0093 -0.0099 0.0048

83 0.05435 -0.00078  -0.00203  -0.00571 03172 0.0181 0.0339 0.0807
84 0.25212 -0.00512 -0.00428  -0.03340 0.2334 0.0248 0.0222 0.1118
85 0.13916 0.00099 0.00361  -0.00816 0.2019 0.0037 -0.0115 0.0568
86 0.13444 0.00254 0.00249  -0.00127 0.1649 - 0.0062 - 0.0060 0.0177
87 0.18719 -0.00010  -0.00029 0.00099 0.0860 0.0112 0.0121 0.0058
88 0.31969 - 0.01867 0.00422  -0.07078 0.3229 0.0476 - 0.0014 0.1593
89 0.14918 -0.00781  -0.01201  -0.01936 0.3116 0.0439 0.0635 0.0977
90 0.15784 - 0.00074 0.00201  -0.00754 0.1833 0.0113 -0.0031 0.0468
91 0.04085 - 0.00010 0.00141  -0.00223 0.1224 0.0094 - 0.0234 0.0555
92 0.02107 - 0.00003 0.00041  -0.00060 0.1716 0.0077 - 0.0098 0.0302
93 0.03241 -0.00007  -0.00072  -0.00356 0.2040 0.0077 0.0240 0.0941
94 0.04632 - 0.00076 0.00021  -0.00528 0.2475 0.0182 0.0023 0.0921
95 0.02190 - 0.00016 0.00010  -0.00249 0.2125 0.0118 0.0024 0.0959
96 0.16817 0.00151 -0.00152  -0.00456 0.0576 -0.0016 0.0155 0.0327
97 0.03969 0.00017  -0.00025  -0.00092 0.2195 0.0023 0.0105 0.0238

98 005029  -0.00081 -0.00010 -0.00223 02131 0.0183 0.0072 0.0407
99 0.08397  -0.00006  -0.00009  -0.00019 0.1899 0.0062 0.0064 0.0074

2000 0.34655 0.00281 0.00279  -0.00173 0.0697 -0.0012 -0.0011 0.0111
79-00 0.13199 -0.00001  -0.00039  -0.00582 0.2943 0.0003 0.0024 0.0315
Mean 0.12300 -000262 -0.00103 -0.01078 0.2158 0.0187 0.0135 0.0646
Median 0.09837 - 0.00013 0.00000  -0.00406 0.2083 0.0113 0.0048 0.0562
z -1.640 0.146 -3.880 3.539 1.964 4.107
p-value 0.101 0.884 0.000 0.000 0.050 0.000
BNST 0.052 1.000 0.000 0.004 0.286 0.000

Earnings components changes with sign model (M15):
AP, = + f,40P, + ,D AOP, + B, AFIN, + B,Dy AFIN,, + S, AEXT,, + Dy AEXT; + 271 D; +uy

Dy = dummy variable, 1 for firms decreasing earnings and O for others. Dj = industry dummy ( j =1, 2,--+, 17). AOP_N
(ANI_N ) represents the regression model M6 (earnings changes with sign model).  The column “vs. AOP_N (ANI_N)”
represents the difference in AIC (on the left hand side) and adjusted R-square (on the right hand side) between model M15 and
model M6 with using ordinary income (net income) as independent variable. Z = Wilcoxon test score, BNST = p-value of
binominal sign test.
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Table 12  Nonlinearity of value relevance between positive and negative surprises

Dummy  Hausman

Yer ~AOP Dy AOP AFIN D\ AFIN AEXT D’y AEXT Ad.R?  Test Test
1979 16534  -16817 26988 03022  -01964 01467 03575 145 37.24
(4900)  (-3281)  (2643)  (0122) (-0379)  (0.267) [0115]  [0.000]
[0000]  [0001]  [0009]  [0903]  [0.705]  [0.789]
a00093 b15731 44845 d11857  €0.0905
[0923]  [0211]  [0035]  [0001]  [0.764]

80 14852  -24957 -21897 10088  -10805 12254 03783  6.69 2.50
(3813)  (-2618) (-1100)  (0456)  (-3.754)  (1.683) [0.000]  [0.869]
[0000]  [0009] [0272]  [0649]  [0.000]  [0.093]

a26671 b51025 29033 d28727 €0.1739
[0104]  [0025]  [0090]  [0000]  [0.677]

8l 42674  -45061 15848  -12064 03049 15442 03690  5.99 6.26
4770)  (-4018)  (0.792)  (-0450)  (L349)  (L909) [0.000]  [0.395]
[0000]  [0.000]  [0429]  [0653]  [0.78]  [0.057]

a07332 h39055 02011 d43852 e17.248
[0393)  [0.049]  [0654]  [0.000]  [0.000]

82 00595 05185 04231  -09958 -01808 01232 01131 315 4.74
(0985  (2118)  (0.738)  (-0957) (-0514)  (0.346) [0000]  [0577]
[0326]  [0035]  [0461]  [0340]  [0607]  [0.729]

a28047 02045 04003 d02401 e0.1086
[0005]  [0651]  [0527]  [0625]  [0.742]

83 07663  -01162 09936  -38419 -05559 06113 03172 641 21.14
(L964)  (-0217)  (1385)  (-2918) (-1856)  (1.280) [0.000]  [0.002]
[0050] [0828]  [0167]  [0.004]  [0.064]  [0.201]

a53053 b00595 c9.039 d84826 00117
[0022]  [0807]  [0003]  [0004]  [0.914]

84 18697 -05289 -01457 43915  -02880  -18487 02334 266 3441
(2409)  (-0512) (-0095)  (L517)  (-0461) (- 1.055) [0001]  [0.000]
[0017]  [0609]  [0924]  [0.130]  [0645]  [0.292]

a54313 b13886 34671 d26595 84999
[0020]  [0240]  [0.064]  [0.104]  [0.004]

85 24322  -11344 24513 04745  -00714 02709 02019 312 196.22
(3892)  (-1157)  (L997)  (0.137)  (-0173)  (0.290) [0.000]  [0.000]
[0000]  [0.248]  [0047]  [0891]  [0863]  [0.772]

a34099 h00001 17242 d10420 e0.0782
[0066]  [0991]  [0190]  [0.001]  [0.780]

86 26291  -16798 05590 10203 09509  -1.2313 01649 296 127.31
(2529)  (-1225)  (0.747)  (0519)  (1665) (- 1435) [0.000]  [0.000]
[0012]  [0222]  [0456]  [0604]  [0097]  [0.152]

al7885 h25515 04645 d20180 €0.2601
[0182]  [0111]  [0496]  [0.156]  [0.610]

87 02370 07841 26368  -42395 -10116 24221 00860 257 13.74
(0244)  (0611)  (2535)  (-2910) (-0.865)  (L484) [0.001]  [0.033]
[0807]  [0542]  [0012]  [0004]  [0.388]  [0.139]

all847 Db18968 14387 d05825 34838
[0277)  [0169]  [0231]  [0446]  [0.063]

88 85414  -11648 -34689 15035 10963  -27245 03229 236 9.96
(4203)  (-2528) (-1263)  (2905)  (L779)  (-1519) [0002]  [0.126]
[0000] [0012]  [0207]  [0.004]  [0076]  [0.130]

a30058 b14375 14504 d18782 e1.1586
[0084]  [0000]  [0000]  [0000]  [0.283]
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Table 12 Nonlinearity of value relevance between positive and negative surprises (continued)

Dummy  Hausman

Yer ~AOP Dy 40P AFIN D) AFIN AEXT D'y AEXT Ad.R?  Test Test
1989 19553 01522 49579  -20702  -0.864  -54122 03116 347 436
(1348)  (0060)  (L715)  (-3438) (-0807) (-2567) [0.000]  [0.628]
[0179]  [0952]  [0087]  [0001]  [0420]  [0.011]
a06950 b06850 13700 d12782 80730
[0405]  [0408]  [0000]  [0.259]  [0.005]

90 11981  -9.8387 93654  -39841 40418  -34583  0.1833 1.65 12.12
(5.614)  (-2454)  (0976)  (-0382)  (L583)  (-1.365) [0050]  [0.059]
[0000]  [0015]  [0320] [0.703]  [0.114]  [0.173]

a06087 b02920 38202 d7.9700 e1.2905
[0436]  [0589]  [0051]  [0005]  [0.257]

91 61703  -39842 59401  -55792 01641 00537 01224 269 7.31
4030) (-1841) (2819) (-249)  (0.368)  (0.068) [0.000]  [0.293]
[0000]  [0066]  [0005]  [0013]  [0.713]  [0.946]

a26241 b00061 03785 d20.881 00486
[0106]  [0938]  [0539]  [0.000]  [0.826]

92 12185 05088 01886 14346  -05118 05525 01716 522  459.03
(L117)  (0.386)  (0.992)  (1.369)  (-2120)  (L.977) [0.000]  [0.000]
[0265]  [0.700]  [0322]  [0472]  [0.035]  [0.049]

290140 b22806 37229 d63950 00332
[0003] [0132]  [0054]  [0012]  [0.856]

93 46405  -25035 07597 12911 00935 02076 02040  3.83 259.54
4223)  (-2077)  (L180)  (0.793)  (0.303)  (0.530) [0.000]  [0.000]
[0000]  [0038]  [0239] [0428] [0762]  [0.596]

a37073 b95609 c40122 d17.704 e19421
[0000]  [0002]  [0.046]  [0000]  [0.164]

94 41578  -21541 17081 06441  -03135 08371 02475 455 72.97
(3013)  (-1393)  (2174)  (0.307)  (-0684)  (L579) [0.000]  [0.000]
[0003]  [0164]  [0030]  [0.759]  [0495]  [0.115]

a23475 b50174 22849 d31598 e13167
[0000]  [0026]  [0131]  [0000]  [0.252]

95 21042  -09412 10289 02671 00036 00930 02125  4.09 14327
4650) (-1172)  (0904)  (0175)  (0.020)  (0.186) [0.000]  [0.000]
[0000] [0.242]  [0366]  [0861]  [0984]  [0.852]

a67598 b22764 c41622 d35275 e0.1108
[0010]  [0132]  [0042]  [0000]  [0.739]

9 29565 08310 23364  -18620 03052 01394 00576 081 5.88
4535) (0735  (2490)  (-1587)  (0.623)  (0.218) [0684]  [0.436]
[0000]  [0463]  [0013]  [0.113]  [0533]  [0.827]

al5174 b01277 c01119 d42455 08341
[0000] [0721]  [0.738]  [0.040]  [0.362]

97 08671 23659 01352 02851  -03880 09655 02195 6583 11.97
(1628)  (2619)  (0087)  (0.127) (-1601)  (2992) [0000]  [0.063]
[0104]  [0009] [0931]  [0899]  [0.110]  [0.003]

a27290 b02447 01362 d52396 e3.7534
[0000]  [0621] [0712]  [0022]  [0.053]

98 20180  -05154 22518  -08768 00172 07206 02131 541 19.84
(3335)  (-0618)  (L479)  (-0452)  (0.090)  (2.632) [0.000]  [0.003]
[0001] [0537]  [0.140]  [0652]  [0929]  [0.009]

al9960 00330 28466 d16413  €9.0402
[0000]  [0.856]  [0.092]  [0.000]  [0.003]
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Table 12 Nonlinearity of value relevance between positive and negative surprises (continued)

Dummy  Hausman

Year  AOP Dy AOP AFIN D\ AFIN AEXT D’y AEXT Adj.R? Test Test
1999  0.2130 0.8111 0.2878 -0.6796 0.2370 - 0.0149 0.1899 5.84 147.59
(0973)  (2146)  (0558)  (-0.755)  (2175)  (-0.113) [0.000]  [0.000]
[0331] [0032] [0577]  [0450]  [0.030]  [0.910]
al5958 b0.0108 02324 d0.0076  e4.8457
[0000]  [0917]  [0630]  [0930]  [0.028]
2000  0.4964 1.7698 -0.7493 2.6633 0.0351 0.0828 0.0697 248 179.75
(135%6)  (2160)  (-1163)  (2119)  (1483)  (0.349) [0.001]  [0.000]
[0176]  [0031]  [0245]  [0035]  [0139]  [0.727]
a6.3090 b16206 19332 d21123 04085
[0012]  [0204]  [0.165]  [0.147]  [0523]
79-00 1.1374 -0.3224 0.4434 -04173  -0.0088  -0.0505 0.2943
(4116)  (-0869)  (1423) (-0875) (-0172)  (-0.429)
[0000] [0.385]  [0455]  [0.382]  [0.863]  [0.668]
a84539 b11288 c0.0129 d19146 e1.0569
[0000]  [0.001]  [0909]  [0.000]  [0.304]

Earnings components changes with sign model (M15):

AP, = a + f,40P, + B,D 40P, + B,AFIN, + ,Dy AFIN,, + S, AEXT, + S, Dy AEXT,, + Z;/j D; +u,

Dy = dummy variable, 1 for firms decreasing earnings and 0 for others. DJ- = industry dummy (j =1, 2,---,17). Each cell on

the left-hand side shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent
covariance matrix (White’s t), [Bottom] = p-value (two-tailed). The values marked through a to e are F-value by ANOVA and

values in [parenthesis] are p-value, where the linear restrictions are as follows.

B+ B, =0

ap+p,=0

b:ﬂl = ﬁ3

d:ﬁ1 :ﬂs

Eﬂs"‘ﬂe =0.

Dummy Test represents the results of F-value [p-value] whether all industry dummy is zero. Hausman Test represents the

chi-square [p-value].
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Table 13 Comparison between models by AIC and adjusted R-square

AIC Adj. R2
Year ~COMP N vws.OPN vsOILN vsNIN COMPN vsOPN vsOLN vs.NIN

1979 020919  -0.02470 -0.04914 -0.03026 0.3445 0.0864 0.1639 0.1040
80 0.08761 0.00123 -0.00841 -0.01072 0.3704 -0.0013 0.0688 0.0856
81 0.12688 0.00184 0.01168  -0.00944 0.2737 -0.0018 - 0.0588 0.0635
82 0.05508 0.00037  -0.00172  -0.00235 0.1735 0.0043 0.0360 0.0455
83 005449  -0.00009 -0.00248 -0.00502 0.3153 0.0092 0.0397 0.0719
84 023903  -0.00748 -0.00514 -0.03459 0.2732 0.0316 0.0244 0.1150
85 0.14409  -0.00262 -0.00481 -0.00689 0.1736 0.0249 0.0376 0.0497
86 0.13657  -0.00104 -0.00171  -0.00206 0.1516 0.0163 0.0205 0.0227
87 0.18810 0.00203 0.00518 0.00203 0.0815 0.0006 -0.0149 0.0006
88 0.36599 0.00374  -0.00144  -0.02059 0.2249 0.0008 0.0119 0.0529
89 016415  -0.00280 -0.00368 -0.00425 0.2425 0.0213 0.0253 0.0280
90 015190 -0.00599 -0.00322 -0.00576 0.2140 0.0384 0.0239 0.0372
91 0.04043  -0.00050 0.00101  -0.00147 0.1314 0.0179 -0.0148 0.0388
92 0.01945  -0.00060 0.00040  -0.00147 0.2355 0.0299 -0.0101 0.0641
93 0.03098  -0.00040 -0.00097  -0.00212 0.2390 0.0157 0.0299 0.0583
94 004799  -0.00122 -0.00313 -0.00430 0.2204 0.0259 0.0572 0.0763
95 0.02167  -0.00029 -0.00189 -0.00232 0.2208 0.0163 0.0744 0.0899
96 0.17621 0.00073  -0.00044  -0.00102 0.0125 0.0031 0.0098 0.0130
97 003142  -0.00302 0.00002  -0.00441 0.3822 0.0642 0.0040 0.0917
98 0.04679  -0.00058 0.00082 0.00058 0.2678 0.0143 -0.0078 - 0.0040
99 0.07960 0.00001 -0.00259  -0.00427 0.2320 0.0052 0.0304 0.0467

2000 0.34823 0.00053 0.00317 0.00078 0.0652 0.0051 -0.0021 0.0044

79-00 0.12938  -0.00058 -0.00222 -0.00723 0.3083 0.0035 0.0122 0.0390

Mean 0.12572  -0.00186 -0.00311 -0.00681 0.2203 0.0195 0.0250 0.0525

Median 010725  -0.00045 -0.00171 -0.00426 0.2285 0.0160 0.0242 0.0513

z -1.442 -1.932 -3.815 3.880 2711 4.042
p-value 0.149 0.053 0.000 0.000 0.007 0.000
BNST 0.189 0.134 0.001 0.000 0.052 0.000

Earnings components with sign model (M16):
w = a+ BOP, + B,D OP, + B,FIN, + B,DyFIN, + B,EXT, + B Dy EXT; + Z?”j D; +u,

Dy = dummy variable, 1 for firms decreasing earnings and O for others. Dj = industry dummy (j =1, 2,---, 17). OP_N
(NI_N ) represents the regression model M7 (earnings capitalization with sign model). The column “vs. OP_N (NI_N ) ”
represents the difference in AIC (on the left hand side) and adjusted R-square (on the right hand side) between model M16 and
model M7 with using ordinary income (net income) as independent variable. Z = Wilcoxon test score, BNST = p-value of
binominal sign test.
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Table 14 Value relevance of earnings components conditional on negative surprises

Dummy  Hausman

Year OP D, OP FIN D'\ FIN EXT  D\EXT Adj.R? Test Test
1979 12381 -1.2444  -14330 1.9645 0.3001 - 0.1855 0.3445 1.09 11.39
(G775)  (-4425)  (-4743)  (4038)  (LO76)  (-0.549) [0358]  [0.077]
[0000]  [0000]  [0000]  [0.000]  [0283]  [0.583]
a00008 b59.508 21643 d58229 e0.3069
[0978]  [0.000]  [0.142]  [0.016]  [0.580]

80  1.2330 - 0.7306 0.3889 - 0.3593 0.5080 -0.1613 0.3704 843 42.48
(5.186)  (-2934)  (0.774)  (-0732)  (L979)  (-0.398) [0.000]  [0.000]
[0000]  [0004]  [0440]  [0465]  [0.049]  [0.691]

al6404 b31433 00065 d5.8435 e1.1050
[0201]  [0077]  [0936]  [0016]  [0.294]

81  1.3642 -1.0990 0.3275 0.0799 0.2533 - 0.2406 0.2737 3.67 155.33
(2697)  (-3643)  (0664)  (0238)  (1830)  (-0.288) [0.000]  [0.000]
[0007]  [0000] [0507]  [0812]  [0.068]  [0.773]

al4803 b45130 17388 d11.228  e0.0005
[0225]  [0035  [0.188]  [0.001]  [0.982]

82 0.5111 0.1294 - 0.0427 -0.4241 0.1894 - 0.5260 0.1735 3.18 6.49
(3862)  (0570)  (-0180) (-1054)  (0.726) (- 1450) [0000]  [0371]
[0000]  [0569]  [0.857]  [0.293]  [0468]  [0.148]

a6.2124 b7.0885 25477 d0.8633 e0.7916
[0013]  [0008]  [0112]  [0.354]  [0.374]

83  0.3852 -0.6482  -0.4063 0.0459 -0.5274  -0.5990 0.3153 6.12 46.73
2102)  (-3895) (-1671) (0175  (-1771)  (-1163) [0.000]  [0.000]
[0036]  [0000]  [0.096]  [0.861]  [0.078]  [0.246]

al7722 b10256 19225 d10.134 e7.2276
[0184]  [0002]  [0167]  [0.002]  [0.008]

84 21562 -1.4743 11350 0.0136 0.6154 - 2.2095 0.2732 3.04 217.70
(5.244)  (-3477)  (L87) (0022  (L714)  (-2659) [0.000]  [0.000]
[0000] [0001]  [0064]  [0.983]  [0.088]  [0.008]

al7501 b55334 38708 d65118 e3.4617
[0187]  [0019]  [0.050]  [0011]  [0.064]

85 03851 -0539%  -1.6388 1.6773 0.1707 -1.1206 0.1736 331 11.48
0730)  (-1504) (-3021)  (2236)  (0279) (- 1590) [0.000]  [0.075]
[0466]  [0134] [0003]  [0.026]  [0.780]  [0.113]

a01206 b16950 ¢0.0033 d0.1695 e1.9278
[0.729]  [0.000]  [0.954]  [0.681]  [0.166]

86  1.8328 - 0.6680 1.1124 - 1.8562 1.8301 -1.2214 0.1516 3.30 9.20
(3228)  (-1438)  (L808)  (-2046)  (2545)  (-1729) [0.000]  [0.163]
[0001] [0151]  [0072]  [0.042]  [0011]  [0.085]

a55706 b14108 08154 d0.0000 e0.5369
[0019]  [0236]  [0367]  [0997]  [0.464]

87 19195 -0.9444 1.9317 -0.7823 1.7795 - 0.8501 0.0815 2.27 30.87
(2795)  (-1650)  (2496)  (-0.748)  (L699)  (-0.740) [0.003]  [0.000]
[0006] [0100]  [0013]  [0455]  [0.090]  [0.455]

a20658 b0.0002 c0.7533 d0.0172 e1.0791
[0152]  [0989]  [0.386]  [0.896]  [0.300]

88 28971 -1.6029  -1.8201 4.3453 0.8651 -1.6142 0.2249 301 11.37
(3156)  (-1708) (-1323) (L784)  (0531)  (-0.992) [0.000]  [0.078]
[0002]  [0089]  [0187]  [0075]  [0596]  [0.322]

al429%6 b95291 ¢12855 d25097 e0.2320
[0233]  [0002]  [0.258]  [0.114]  [0.630]
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Table 14 Value relevance of earnings components conditional on negative surprises (continued)

Dummy  Hausman

Year OP D\ OP FIN D'\ FIN EXT  D'\EXT Adj.R? Test Test
1989 -0.0565 -0.6004  -0.0550  -6.6257 0.1602 -2.2635 0.2425 5.15 50.45
(-0080) (-0715) (-0025 (-2304)  (L265)  (-1591) [0.000]  [0.000]
[0936]  [0475]  [0980]  [0.022]  [0207]  [0.113]
a03068 b0.0000 11928 d0.0407 e1.7930
[0580]  [0.999]  [0.001]  [0.840]  [0.182]

90  9.0541 -1.2308 11.325 - 6.5522 5.7520 - 0.9505 0.2140 2.66 68.23
(3834)  (-1451) (3235  (-1.889)  (L820)  (-0.710) [0.000]  [0.000]
[0000] [0.148] [0001]  [0.060]  [0.069]  [0.478]

a28746 b12440 46273 d45874  e3.9591
[0000] [0265]  [0.032]  [0.033]  [0.047]

91  1.6790 -1.3258 0.6483 0.6934 0.3643 -1.9545 0.1314 2.59 22.66
(3521)  (-3948)  (0.780)  (0.748)  (0.855)  (-3.479) [0001]  [0.001]
[0000]  [0000]  [0436]  [0455]  [0.393]  [0.001]

a04578 b0.7463 c11.300 d6.3861 e56747
[0499]  [0388]  [0.001]  [0012]  [0.018]

92  2.2066 - 0.8257 1.1782 0.5187 0.3343 -0.2021 0.2355 547 16.33
(5432)  (-2936) (1815  (0816)  (0962)  (-0.363) [0000]  [0.012]
[0000]  [0003]  [0070]  [0415]  [0337]  [0.717]

alr522 b44073 15994 d21.684 e0.0748
[0000]  [0036] [0.000]  [0.000]  [0.785]

93  2.8280 -1.7540 0.6098 11144 0.5973 - 0.5536 0.2390 371 20.96
(6649)  (-3917)  (L086)  (L528)  (L457)  (-1134) [0.000]  [0.002]
[0000]  [0000] [0278] [0.127]  [0.146]  [0.257]

a20716 b28536 11951 d21610 e0.0196
[0000]  [0.000]  [0.001]  [0.000]  [0.889]

94 23252 -1.6164 0.1879 1.0403 1.2853 -1.8416 0.2204 6.09 55.93
4350)  (-3173)  (0257)  (L234)  (2281)  (-2.155) [0.000]  [0.000]
[0000] [0002] [0797]  [0218]  [0.023]  [0.032]

a59534 b14679 58800 d8.7362 e1l4291
[0015]  [0000]  [0016]  [0.003]  [0.233]

9% 11782 -1.1221  -0.7447 0.9915 0.2325 -1.1645 0.2208 4.72 18.37
(3464)  (-1836) (-0964) (L150)  (0.887)  (-2.098) [0.000]  [0.005]
[0001]  [0067] [0335] [0251]  [0.376]  [0.036]

a0.0359 Db39685 04453 d11.923 e871%
[0850]  [0000]  [0505]  [0.001]  [0.003]

9%  1.3269 - 0.9647 0.1850 -0.0320 2.4469 -1.8954 0.0125 0.73 4.95
(4248)  (-1831)  (0308)  (-0024)  (2939)  (-2.360) [0.772]  [0550]
[0000]  [0068]  [0.758]  [0981]  [0.003]  [0.019]

a03270 b20045 00116 d0.8783 e1.3597
[0568]  [0157]  [0.914]  [0.349]  [0.244]

97 34131 -1.5129 2.4360 1.1310 1.3225 -1.0122 0.3822 5.70 34.75
(1087)  (-4455)  (3494)  (1L270)  (2230) (-1741) [0.000]  [0.000]
[0000]  [0000]  [0001]  [0205]  [0.026]  [0.082]

a28502 b44522 ¢25439 d24732 el1l.1709
[0000] [0035  [0.000]  [0.000]  [0.280]

98 21183 -1.0458 0.9030 0.7693 1.0888 - 0.8502 0.2678 5.38 3117
(3511)  (-2180)  (1845)  (0.807)  (2146)  (-1.894) [0.000]  [0.000]
[0000]  [0.030]  [0066]  [0420]  [0.032]  [0.059]

al9.117 b79007 c4.6378 d6.3083 e1.0420
[0000] [0005]  [0032] [0012]  [0.308]
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Table 14 Value relevance of earnings components conditional on negative surprises (continued)

Dummy  Hausman

Year OP D\ OP FIN D' FIN EXT D'\EXT  Adj.R? Test Test
1999 15359 -1.0290 0.3596 -1.1442 - 0.0230 0.1991 0.2320 541 102.44
(7382)  (-3488) (2522) (-2716) (-0189) (1176 [0.000]  [0.000]
[0000]  [0001]  [0012]  [0007]  [0851]  [0.240]
a83031 b13169 21813 d27427 e3.4300
[0004]  [0000]  [0140]  [0.000]  [0.065]
2000 0.8678 -0.3803 0.7564 1.0350 0.0512 0.1950 0.0652 2.86 6.05
(3481)  (-1036)  (L883)  (L106)  (0397)  (0.750) [0000]  [0.417]
[0001]  [0301]  [0060]  [0269]  [0.692]  [0.454]
a09972 b0.0372 32348 d58703 el1l.7812
[0318]  [0847]  [0073]  [0016]  [0.183]
79-00 1.4048 -1.1115 -0.0323 0.5476 0.3096 -0.3136 0.3083
(11.84)  (-9517) (-0214) (3018)  (3025)  (-2.208)
[0000]  [0000]  [0.830]  [0003]  [0002]  [0.027]
a20.764 b206.37 23892 d186.86 €0.0042
[0000]  [0000]  [0000]  [0.000]  [0.949]

Earnings components with sign model (M16):

Pe =&+ BOP, + 3,D,OP, + B;FIN; + B,D{ FIN; + SEXT, + B DyEXT, + 3 7,D; +u,

Dy = dummy variable, 1 for firms decreasing earnings and 0 for others. DJ- = industry dummy (j =1, 2,---,17). Each cell on

the left-hand side shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent
covariance matrix (White’s t), [Bottom] = p-value (two-tailed). The values marked through a to e are F-value by ANOVA and

values in [parenthesis] are p-value, where the linear restrictions are as follows.

ap+p,=0

chi-square [p-value].

b:ﬁl :ﬂs

CBs+ P, =0

Dummy Test represents the results of F-value [p-value] whether all industry dummy is zero. Hausman Test represents the

d:ﬁl :ﬂs

e:ﬁ5+ﬁ6 =0.
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Table 15 Value relevance of earnings conditional on negative surprises and positive shocks

Dummy Haus.
Year ~ OP DyOP Dy ,OP  FIN DGFIN EXT D(EXT AdjR*  Test Test
1979 02058 -0.3449 12225 -14005 19111 03324 -01964 0.3930 165 27.37
(0.895) (-1.287) (4528) (-4275) (3979) (L571) (-0.645) [0.057]  [0.000]
[0.372] [0.199] [0.000] [0.000] [0.000] [0.117]  [0.520]
a04078 Db58374 16367 d21563 e0.0860 f0.4670
[0524] [0.000] [0.000] [0.143] [0.769]  [0.495]

80 09982 -0.6176  0.2603 03936 -0.3683 04474 -0.0942 0.3742 8.50 52.93
(3896) (-2233) (1451) (0.771) (-0.735) (1.856) (-0.248) [0.000]  [0.000]
[0.000] [0.026] [0.148] [0441] [0.463] [0.064]  [0.804]

a0.8986 023340 14348 d0.0047 e28851 f1.1463
[0.344] [0.000] [0.232] [0.945] [0.091]  [0.285]

81 08503 -05550 2.2358 0.1869 0.3868 0.1738 03763  0.4078 4.36 3.16
(2424) (-3.084) (3.773) (0461) (1276)  (1497)  (0.504) [0.000] [0.870]
[0.016] [0.002] [0.000] [0.645] [0.203] [0.135]  [0.615]

a2.2383 b80.611 21892 d4.1718 e4.9135 1.1449
[0.136] [0.000] [0.140] [0.042] [0.027]  [0.286]

82 07817 -0.0070 -0.3205 -0.0427 -0.3498 03292 -04611 0.1782 3.46 13.19
(3582) (-0.030) (-1624) (-0.195) (-0.895) (1.295) (-1.227) [0.000] [0.068]
[0.000] [0976] [0.06] [0.846] [0.372] [0.196]  [0.221]

a8.0430 b5.1857 85543 d1.7295 e15793 f0.1057
[0.005] [0.024] [0.004] [0.190] [0.210]  [0.745]

83 03369 -06163 00549 -04150 0.0289 -0.5509 -0.6205 0.3098 6.36 79.38
(1125) (-2523) (0.182) (-1.716) (0.110) (-1.798) (-1.131) [0.000]  [0.000]
[0.262] [0.012] [0.856] [0.087] [0912] [0.073]  [0.259]

al7876 b59067 ¢5.8927 d1.9647 e81856 f6.6997
[0.182] [0.016] [0.016] [0.162] [0.005]  [0.010]

84 22172 -15195 -0.0963 1.1328 0.0078 0.6311 -22270 0.2689 312 167.79
(3.114) (-2413) (-0.138) (1.848) (0.013)  (L744) (-2.699) [0.000]  [0.000]
[0.002] [0.016] [0.890] [0.066] [0.990] [0.082]  [0.007]

al789%6 Db18.781 <c45304 d3.7708 e6.2336 3.4339
[0.182] [0.000] [0.034] [0.053] [0.013]  [0.065]
85 -0.0154 -01831 0.7471 -15245 1.6816 02149 -1.0475 0.1846 3.50 19.83
(-0.024) (-0415) (1751) (-2792) (2357) (0.382) (-1.457) [0.000]  [0.006]
[0.981] [0.679] [0.081] [0.006] [0.019] [0.703]  [0.146]
a02002 b27065 75043 d0.0546 e0.1667 f1.4673
[0.655] [0.101] [0.007] [0.815] [0.683]  [0.227]

8 13397 -0.2544 15573 10742 -17128 1699 -11457 0.1670 3.51 8.29
(2.246) (-0529) (1.622) (1.819) (-1.928) (2407) (-1602) [0.000] [0.308]
[0.025] [0597] [0.106] [0.070] [0.055] [0.017]  [0.110]

a4.8696 b15409 c0.1749 d0.6056 e0.2295 f0.4463
[0.028] [0.000] [0.676] [0437] [0.632]  [0.505]

87 21025 -11142 -0.3437 19484 -0.7795 17796 -0.8565 0.0798 2.33 51.50
(2.948) (-1.828) (-0514) (2477) (-0.743) (1.697) (-0.744) [0.003]  [0.000]
[0.003] [0.069] [0.608] [0.014] [0.458] [0.091]  [0.457]

a21074 b4.0362 c¢0.0218 d0.7742 e0.0794 f1.0560
[0.148] [0.045] [0.883] [0.380] [0.778]  [0.305]

88 17751 -04917 16733 -16174 3.7961 09252 -11996 0.2307 2.86 14.95
(1552) (-0.437) (1482) (-1.208) (1512) (0.554) (-0.712) [0.000] [0.037]
[0.122] [0.662] [0139] [0228] [0.131] [0.580]  [0.477]

al4659 b11979 c4.1611 d0.9902 e0.3650 f0.0315
[0227] [0.001] [0042] [0320] [0546] [0.859]

70



Table 15 Value relevance of earnings conditional on negative surprises and positive shocks (continued)

Dummy Haus.
Year ~ OP DyOP Dy OP  FIN DFIN EXT D'\EXT AdjR®  Test Test
1989 -09603 -0.0054 19234 -0.1586 -6.0908 01048 -14114 0.2556 545 48.98
(-1.118) (-0.006) (3.121) (-0.072) (-2219) (0.820) (-1.005) [0.000]  [0.000]
[0.264] [0995] [0.002] [0.943] [0.027] [0413]  [0.315]
a06692 b08194 ¢02339 d10543 09140 f0.6767
[0414] [0.366] [0.629] [0.001] [0.340]  [0.411]

90 7.2689 -0.3031 2.6877 11558 -7.8075 4.6924 01618  0.2297 2.84 381.85
(2897) (-0.345) (2.648) (3.340) (-2219) (1475  (0.110) [0.000]  [0.000]
[0.004] [0.731] [0.008] [0.001] [0.027] [0.141] [0.913]

a22302 b42005 c4.0891 d28142 27375 f4.1224
[0.000] [0.000] [0.044] [0.094] [0.099]  [0.043]

91 12757 -11124 09472 0.6106 0.5530 02714 -15579 0.1348 2.53 133.01
(2485) (-3298) (1.635) (0.736)  (0.588)  (0.626) (-2.330) [0.001]  [0.000]
[0.013] [0001] [0.103] [0462] [0557] [0531]  [0.020]

a0.0936 b15970 c0.3017 d7.9540 33106 f3.4667
[0.760] [0.000] [0583] [0.005] [0.070]  [0.063]

92 25060 -0.9985 -0.8468  1.1857 0.6605 04377 -0.2664 0.2399 5.56 22.85
(6.196) (-3249) (-1.617) (2.044) (L047) (1.219) (-0.506) [0.000] [0.002]
[0.000] [0.001] [0.106] [0.042] [0.296] [0.224]  [0.613]

220191 b14.091 c6.6607 d18418 24993 f0.1262
[0.000] [0.000] [0.010] [0.000] [0.000] [0.723]

93 27482 -16822 0.6982 0.6062 1.1006 05814 -05252 0.2391 3.70 28.20
(6.149) (-3602) (0.863)  (1.103)  (1529) (1.421) (-1.089) [0.000]  [0.000]
[0.000] [0.000] [0.389] [0.270] [0.127] [0.156] [0.277]

a20.387 b26295 25793 d11.699 20057 f0.0322
[0.000] [0.000] [0.000] [0.001] [0.000] [0.858]

94 20460 -13678 0.7796 0.2441 0.9756 11791 -17811 0.2216 5.98 18.46
(4571) (-3142) (0.739) (0.344)  (1185) (2.255) (-2.120) [0.000] [0.010]
[0.000] [0002] [0.460] [0.731] [0.237] [0.025]  [0.034]

ab4235 b32317 86714 d58066 53461 f1.6668
[0.020] [0.000] [0.003] [0.016] [0.021] [0.197]

95 04927 -03956 14918 -0.7752 1.0706 0.2564 -0.9508 0.2638 4.87 19.40
(1.383) (-0670) (4.983) (-1.049) (1.369) (1.036) (-1.922) [0.000] [0.007]
[0.167] [0503] [0.000] [0.295] [0.172] [0.301]  [0.055]

a0.1140 b53.808 c15697 d0.6746 €0.6364 f5.0211
[0.736] [0.000] [0.000] [0412] [0425]  [0.025]

9% 09209 -0.6183 0.8778 03610 -0.3689 23602 -1.8187 0.0135 0.70 4.75
(2812) (-1150) (1.896) (0.658) (-0.301) (2.823) (-2.256) [0.806] [0.691]
[0.005] [0.251] [0.059] [0511] [0.764] [0.005]  [0.024]

a02271 b82018 c0.3580 d0.0000 e1.3859 f1.3116
[0.634] [0.004] [0550] [0.996] [0.240]  [0.253]

97 31907 -13331 04752 24934 1.0405 13041 -09801 0.3836 5.67 38.89
(10.14) (-3.889) (1.165) (3666) (1210) (2.171) (-1.666) [0.000]  [0.000]
[0.000] [0.000] [0.244] [0000] [0.227] [0.030] [0.096]

a27109 b136.14 19347 d24997 18146 f1.2771
[0.000] [0.000] [0.165] [0.000] [0.000]  [0.259]

98 20175 -0.9464 0.3449 0.9085 0.7677 11001 -08474 0.2674 5.36 3197
(2837) (-1613) (0527) (1.863) (0.823) (2.261) (-1.905) [0.000]  [0.000]
[0.005] [0.07] [0.598] [0.063] [0.411] [0.024] [0.057]

a19.055 b43978 6.0814 d4.6568 e45489 1.1628
[0.000] [0.000] [0.014] [0.031] [0.033] [0.281]
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Table 15 Value relevance of earnings conditional on negative surprises and positive shocks (continued)

Dummy Haus.

Yer OP  DyOP DgOP FIN DGFIN EXT D\EXT Adj.R?  Tes Test
1999 14894 -09778 02677 03932 -11573 -00094 01852 02313 539  101.03
(6341) (-3044) (0579) (2478) (-2.790) (-0.075) (LO75) [0.000]  [0.000]

[0.000] [0002] [0563] [0.014] [0.005] [0.940]  [0.283]

a84376 b12406 c89267 d20486 21685 f3.4117
[0004] [0000] [0003] [0.153] [0.000]  [0.065]

2000 02731 01823 09645 09361 11125 00757 01518 00688 287 1599
(0841) (0445 (1915) (2033) (1077) (0.661)  (0583) [0.000]  [0.025]
[0401] [0656] [0.056] [0.043] [0282] [0509]  [0.560]

a08721 b10674 08640 d41561 €0.1711 £15330
[0351] [0001] [0353] [0.042] [0.679] [0.216]

79-00 10726 -08174 05552 00231 05193 03112 -03144 03125
(1006) (-7.636) (3507) (0.148) (2.764) (3053) (-2.222)
[0000] [0.000] [0.000] [0.883] [0.006] [0.002]  [0.026]

a15663 Db61159 83139 d26550 e65499 £0.0028
[0000] [0.000] [0.000] [0.000] [0.000]  [0.958]

Integrated earnings components model (M17):

P, =a+ BOP, + 3,D,OP, + ;D OP + B,FIN; + fsDy FIN; + SEXT, + B;DyEXT, + D 7,D; +u,
Dy = dummy variable, 1 for firms decreasing eamings and O for others.  Dg, = dummy variable, 1 when AX, s positive and

all ‘ AX, / P, ‘ is greater than the median in each industry and 0 for others. Dj = industry dummy (j =1, 2,---,17). Eachcell

on the left-hand side shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent
covariance matrix (White’s t), [Bottom] = p-value (two-tailed). The values marked through a to f are F-value by ANOVA and
values in [parenthesis] are p-value, where the linear restrictions are as follows.

a:ﬂ1+ﬁ220 biﬂ1+ﬂ3=0 C:ﬂ1:ﬁ4 d:ﬂ4+ﬂ5=0 ezﬂlzﬂe f:ﬂ6+ﬂ7=0.

Dummy Test represents the results of F-value [p-value] whether all industry dummy is zero. “Haus. Test” represents the
chi-square [p-value] by Hausman test.
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Table 16 Summary of comparison among models

AIC COMP COMP_L COMP_N COMP_INT OP_INT Ol_INT NI_INT OoP ol NI
Adj. R? 0.11338 0.10715 0.10732 0.09524 0.09470 0.09579 0.09851 0.11282 0.11932 0.12082
COMP 2.484 3.555 3.652 3.393 2971 -0.016 0.081 -2.678 - 3.587
0.2012 [0.013] [0.000] [0.000] [0.001] [0.003] [0.987] [0.935] [0.007] [0.000]
<0.134> <0.001> <0.001> <0.004> <0.001> <0.523> <0.832> <0.052> <0.001>
COMP L -3.377 0.666 1.380 1.834 0.909 -2.484 -2.646 -3.165 -3.328
0.2 425 [0.001] [0.506] [0.168] [0.067] [0.363] [0.013] [0.008] [0.002] [0.001]
' <0.017> <0.286> <0.134> <0.134> <0.832> <0.286> <0.134> <0.004> <0.001>
COMP N -4.075 -0.844 2.062 1.055 0.373 -1.769 -3.165 -3.490 -3.750
0 2282 [0.000] [0.399] [0.039] [0.291] [0.709] [0.077] [0.002] [0.000] [0.000]
' <0.000> <0.286> <0.286> <0.286> <0.832> <0.052> <0.004> <0.000> <0.000>
COMP INT -4.107 -1.786 -3.036 -0.438 0.276 -2.321 -3.523 -3.490 -3.7821
0 23g2 [0.000] [0.074] [0.002] [0.661] [0.783] [0.020] [0.000] [0.000] [0.000]
' <0.000> <0.134> <0.017> <0.832> <0.832> <0.052> <0.004> <0.000> <0.000>
OP INT - 3.587 -1.055 0.373 1.834
0 2_360 [0.000] [0.291] [0.709] [0.067]
' <0.001> <0.286> <0.523> <0.286>
Ol INT -3.230 -0.633 -0.114 0.779
0 5329 [0.001] [0.527] [0.910] [0.436]
' <0.001> <0.832> <0.832> <0.832>
NI INT 0.146 2.678 2.646 3.263
0 I798 [0.884] [0.007] [0.008] [0.001]
' <0.832> <0.052> <0.004> <0.004>
OP 2.370 3.782 4107 4,107
0.1876 [0.018] [0.000] [0.000] [0.000]
' <0.017> <0.000> <0.000> <0.000>
Ol 3.994 4,010 4,074 4,107
0.1784 [0.000] [0.000] [0.000] [0.000]
' <0.000> <0.000> <0.000> <0.000>
NI 4,010 3.977 4,015 4,074
0.1487 [0.000] [0.000] [0.000] [0.000]
' <0.000> <0.000> <0.000> <0.000>

Head line represents models’ name and the median. For example, OP represents simple earnings capitalization model (M1) with using operating profits as dependent variable and OP_INT
represents the integrated earnings capitalization model (M11). All regression contains the industry dummies (i.e., fixed regression). The cells above (below) the diagonal show the results of
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comparison in AIC (adjusted R-square).
(two-tailed).

Each cell shows as follows: Top = Z score of Wilcoxon test, [Middle] = p-value by Wilcoxon test (two-tailed), <Bottom> = p-value by binominal sign test
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