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A% TS g2 B S A =2HA
S, 199492 201197421 9] 717k wd 1299 VFe 2, SrREAA ] 4gE e 9
E19e 228 A3k, A2 AL BT 11,8137 719 de] SR},

fd

oftl
2
I

ohrgele Ag FPeb) e PadE AT o] 1ApdE A 1%

UE To] d3Fa80] Feslez 199497 2011 L ZH2E 19951} 20108 Eof] o gt kAol
o] A8 =A==t AFEE 1 AAAQ BEAAE AETt 2 23 FEL 1995 FE 2010
to]

&l 10,8887 719l —d oz 7Aasd)

A71M 719 5480] dold B8t e= AT FEE 961270 7Id —d o= s,
Aol o] AR onrt = 5 e VIS FUIR ALl HEe T4 9,167
M 719 ez hadin

LAY g Zgshy] M e BE (1)E A= - AgE R 3]FEAeto]oF sk, 27
EAo] Jag AmE -2k BES A2 207 o] Fo R AgelH TR 6,817 719 -9
O ZAgthy £ Al s ol R SFRAste] A B el tiel 2A SR &

A Foto] B Aol tig SHA = AHsHl s, of gl A7 s

3 2t 7H¢r7 ‘ﬂ&'o‘}ﬂﬂr Ee vE 8d W ghol gle 71d s v ez Al 9fs)

FE 20109704 8] 713%el] tisted % 3,3257H 719 —dQl A= YEksk

oo 2 Ay
i
i
=3
re
rlo
E
rL .

o] m, o] zk(outlier)o] MA|E JEFS EAlE7] Hsle] AFol] AlH RE ML Ast

1% %< winsorizingdte] #2418 3319 t}10)

<E 1> & ATl AHE F8 W Ui VesAlEe Ho &

ik A BEL Ha 107 o] FoR AT BFIE 1 A3k 2042 ABEE B9 2

9) 1994L4‘:‘E1 1998742 &= 1999 = o] whalo] A 2o AlEE 1 25 e A 57d w0
gt A5 glonz dgde] Ho et SHAE 7 F glo] EXolA A HTt.

10) Winsorizing= 27+ 2%, 3%, 5%= stAY, <Y v &l s8] truncationS st A= ¥4 ZAye=
A GEAA eEktt.

v}
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g EEHER 25% @k R 75% @k
AQ, 0.059 0.052 0.026 0.043 0.073
b, 1.323 0.859 0.813 1.101 1.552
E, 0.050 0.470 0.022 0.101 0.212
BY, 2.258 1.824 1.015 1.741 2.906

=

F) Mg ol vt 2tk 4Q, = BN Ao thg SPARA, ofef o] (RE e A=E A
2 3AEAE o vsthvde 32Ky, E A sAdE(REAdE 28l tisl Atet EEdAt] &
(59 B52 2ol grolt)h. whapd 11 gho] F4= waydo] Ao £o Aoz A, it
Me defe] B5S B F7] fall ()9 FEE 2olA &2 e TdE ARSI

(Eaé 1) ACC, =0y +CF,_,+0,CF, +0,CF,, | +o,AREV,, + o, PPE,, +v,,

i

P
=3
o

A719A Acq, = 3ARIN(E, )M BABFTER(CF, )= Astste] AltsEe “E“M o2M B= i7]
dol rd= SEEY W A oldeln cF,E 7|9 tde AREsEH TAE d9LTEEEE
olth. of W, §HEEe] W A o]e & K-IFRS7F A5 = dAlolls AFA Lo FASA] A &
Aol AF713o] K-IFRS7F A -&-57] 291 20107k 0] B2 K-GAAPe] 9] ah W& o=
ARSI AreY, = 71919l td® viEae] Mg o ¢7]9] vEdelA (—17]9] viE & At
sted Altetan, pPE,= 7199 td=T fEARNeR BEX= Aesiith o W, cF,, A,
AREV,, 23l PPE, = B5 o3& A5 flete] FitdAnte s e dle AHgshalth 7,
= 7149 rd=T Frlelx B9 BY, =

=
R
—

r rlr N

24z} 719 rd = Y B A 0|3 FF A A
dloltt, o] wf, FF(level) M-S AHE-Froll whet ‘/}E}‘é T e TFEAEI(scale effect) S SAISH] #s}
o(Brown et al., 1999) P,, E,, 283 BV, & Z5F 71%2 7P, )2 YT #E AFEsl] £48
sttt

AQ,= A Yzt S A
2w, g A sAdE(FadE £ o i
ok ol B FoAe Ao BES ol 7] 98 ()9 FEE BolA &2
ARESEATE <E 1>lA & %ol 4Q,= o] 0.059°]A| 7t )

FEAAM 4@, Frol ZA Yehdth= e & F Utk P, 9A HE 132303 FHFE
LI012A] 4Q, % nIIA R 45 F2A] P, gro] AdiAom A7 et 3l

E 9% BV,9 BH(EFA9)(E) 22 0.05000.101)FF 2.258(1.741)2 JERtar 9ot
BV, o 7%, 71 A 7129 F7 A0 1 HdH A5 15 Avke A
B ATl AR tF-Ee FEoA 7He] A7 At AR ARG E Ave As

of v gt

B
o
1
oflt
A
re

- 1%

|
2
A
il
fru
tot
)
Siid
£

o
=)
o
<
kD
rr

11) 20144 19 182 9fQA AL 20 Slike} AgAle] 60% o] Foll A Al7kEelo] ARlE mET
£ 7147} BT o)k EA o Seuet 79S| o] melol tlaAheEd vEEe] Jrke
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CH 2> 2 24
AQn‘ Pn‘ E‘Lt BI/zt
AQ, B —0.070 0.204 0.031
(<0.001)™ (<0.001)™ (0.070)"
P, —0.003 B 0.151 0.286
(0.864) (<0.001)™ (<0.001)™
E, 0.113 0.364 B 0.138
(<0.001)™ (<0.001)™ (<0.001)™
BV, 0.038 0.319 0.393 B
(0.029)” (<0.001)™ (<0.001)™

F1) e, o, 2 22 1%, 5%, 10%8] oI5 ES LehITh(SE0 )
%2) tl7H 1% e Sloje PR 4ol T ol B e svlolut 4ufelT 4 4BAS olelel (e
HRA57E 00leke AR7He] U pgkele.

3) Mg Foe < 1> F&

o R < 2>& F8 WFE Alolo JARAE Ho T 7|2H SR E,S BY,E P,
oh frelgh H(+)e] FRAAS B T3 310H, £, 9 BY, AlolollA = fejd H(+H)el #A

i

183 4Q,E E 9} BV, AtoldllA] frolgh ok(+)9] ZRAAE Bola vk EA o] Ho]
S=2 g Ao]e] X BEA L 278l £Aprte] R BEA L Aadts 7S n8 3t
AQ, = BV, Atoldll= froldh &(—)9] #AVE ZIdiEch afe® E7eta <& 2>9 27

1218 7Ig et v 29E Ho] Fa vk B3 4Q,+ P,k BAlClA (—)0.070L
=% 21t} Hwang and Lim(2012)°] 2J3hd Aol A

RPN Ao TN Ho] FZ4F HJHI o] 7hAasta, o]o we} AHEH| &=
skl AR V7 e Sk Enh 2 <E 2>9] Aate 2] A3t 7)Y
712 Arolo foldk S(—)e WAS Ho|i 9P E Hwang and Lim(2012)9= T ZAHE
Hol Frh

g <3 259l AAE FRHBA = T2 HFEY 9%E uHsA ¥ FolBE o5 8
742 neshe SHAEA A E 4Q,% BV, 183 AQ,% P, Atole] #A7F B} A gt
Uehg oz 7|gdd)

1o,
o o
Ulo
|
Tg
o)
2
b
X
)
X
r
il
f
9,
m

r]o do rfr 2 oy

N

ojnlsty £ AFtoA] Yehd= By, 2 ghol 2% A 9
HEL 2008 % ASTE T3l Al 2375

o]
40
27 et AE B A7) ALgE ER Ado] 3REY] BEe ohjetn & 4 ek

=
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2. AsEA 2

7}, B|Ael Hat

theol <E 32 Ao Ao whe} g7elo 3 wAke X BAAe] WEHEAE B
ools} gApate] HAASE o) 8ol BAE Aholth. Lowest AQUIA Highest AQR B4
whgole] o] Folxmz 7] sho] EgElThA Lowest AQUIA Highest AQE 245
rolel @bl A E LS e 1 Holth

B 3 A0 =XHe| ThR| 2 « 2| A| 2l H|

2 P,f = ﬁo +51E‘5t +ﬁQBI/;t tey

Lowest AQ 2nd AQ 3rd AQ 4th AQ Highest AQ
intercept 1.134 0.938 1.000 1.005 0.942
(19.03)™ (18.65)™" (20.24)™ (20.48)™ (22.39)™
E, 0.104 0.250 0.361 0.396 1213
(1.92)" (3.75)" (4.65)" (4.42)" (8.52)"
BV, 0.145 0.154 0.113 0.115 0.080
(7.08) 9.18)™ (7.15)™ (6.45)™ (5.09)™
adj. R? 8.13% 14.24% 10.34% 8.22% 16.76%
F—walue 30.37 56.11 39.28 30.73 67.85

F1) wen, wr, v 2ZE 1%, 5%, 10%2] o5 JERITH(FEA7)
$2) Lowest AQ%-E] Highest AQ7HA & AA HES 4Q,9 7ol 7FF 2 AolM e 71 2 A7
g A4 8] 20%% EIHEE s/ age R FEE Foltk wEA 4,9 3ol 7
2 A WA 15 (Highest AQ)Z LAl Zo] 7P £& 20%2] RO R P, 4Q,9 #te] 7t
22 oAl |A (PR ) TE(Lowest AQ) 'HA o] Ho] 7Pt i 20%2] RO R FYET
¢} =&}7 Highest AQOA Lowest AQE 7}FAA wAalo] Ao] Umr|E £ 2 217t 2nd AQ,
3rd AQ, 4th AQS] 1&o| AH
F3) W doe <E 1> #H=x

O ot

olg gt YU E <F 3> 3|AI0](E,)e AlGE Lowest AQeA Highest AQ7HA] 0.104(t
=1.92)°llA 1.213(t=8.52)2 &= A S7I8te S Hola 9o, ol Aoz 1 e
frolgh H(+)9l #ez vehta vk o] e vt 2 AN BY,)°l SFAITE 2nd AQOIA] oF
2+ 92E AL A9staE Lowest AQOA] Highest AQ7HA 0.145(t=7.08)° 4] 0.080(t=5.09)
2 Y K+ ez s ghshe S Holu 9l
o] Ad= dA A Ho] FoW 3|A o] (AN M HAGE FTHA L) Tt &

o] elgaitt AZa) o} =& 2nd AQ, 3rd AQ, L8] 1 4th AQIAE

o

2
Y
o o
N

A

fr
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HE A A9 Lowest AQ9F Highest AQS] %4 Rr*E H|wal EW 717t 8.13%%} 16.76%=
Highest AQIA D53t =T} o] WA de] Ao me} s|Ao] 7 #a}4ke] AA A 7HA]
Aol STt As e+

a2y 28 ()0 Wik 78 Rr*E dA0] 3 A FellA] o= Bl ofste] 3]A1 % B
7 FAG 0] SRS EE A Rtk ofof tidt digS ool <E 4>oA AAE

Tl <E 4> F7b) BAlel B £ALE FASE REY Q)F 7] -frii, Z71el 2
o)2l(5)E ANTH A0l 2 ()3t AN BY,)HE I
mete] wayele] Aol uhet 7olels} wAte] FEA o] oW e 2ol T MolA] AT

18
~

O

CE 4> 3|AH0|n} &XpAre| JHx| 2N 1 Lowest AQRF Highest AQ AtOQ] 4% /2 H|m

ol
72l 2 2 €24 Q) P,=06,+5,E,+5,BV, +e,
sA0le 28 28 Q) P, =4§,+0,E, +¢,
=AM 2Y 2 (@) P, =)\ +)\BV, +e,

Panel A : Lowest AQ

gAold 2% (B) 71228 (E+BV) TR 28 (BY)
coeff. (t—wvalue) coeff. (t—value) coeff. (t—wvalue)
intercept 1.448 351D 1.134 (19.03)™ 1.106 (19.10)™
E, 0.174 (3.15)™ 0.104 (1.92) —
BV, - 0.145 (7.08)™ 0.153 (7.54)™
adj. R* 1.33% 8.13% 7.75%
=% adj. R? of BV ZE adj. R? of E
6.80% > 0.38%
Panel B : Highest AQ
E (E+BV) BV
coeff. (t—wvalue) coeff. (t—value) coeff. (t—wvalue)
intercept 1.092 (35.51)™ 0.942 (22.39™ 1.003 (2144
E, 1.426 (10.28)™ 1213 (8.52)" —
BV, - 0.080 (5.09)™ 0.120 (7.55)™
adj. R® 13.63% 16.76% 7.78%
=% adj. R? of BV ZE adj. R? of E

3.13% < 8.98%




grafollo] 20| F|H|0|nt =AM TER| Aol O|X= L& 265

T s, wn, w2 22 1%, 5%, 10%2] FolgEs YEPATH(FEHA)

32) Lowest AQ®} Highest AQ2] T-E-& <i 3> 2. o, Lowest AQE Aol Aol 7P Y gRog
TAE EelaL, Highest AQe e} o] /M o2 F4E a5y

3) Mg Foe < 1> &

Hln o] HaslE 9lsle] <3 4>l 4] Panel A°l= Lowest AQ, Panel Bol|= Highest AQ®l| U]
gt kg AIE e, (E+BV)E EAIE E(column) <3 3> A Lowest AQ9} Highest
AQe 25 aul2 &7A A2 Aotk

4, Lowest AQellA 2]Al01e} R ] £4 R* 1.33%<1H] 3] Alo]3 &Aapte] 7] £
T 71ERGe] 7 RPE 8.13%E VI ol Al B et 71 A
T4 R?0] 6.80% S7HITE AoR o3lo] & wAhte] Sl At o] Hs}
AL mEe] 4 RPE 1.75%=EA A7)0l A0l FUletE $]Ao] ¢
0.38%°l AA] =) =, WA A ] Ho| vre 79 3]A o] W= ALk
o 3A Yepdoh

olo] H]&to] Highest AQellX = 2]Alole] B9 4 R’ 13.63%°]3L, 7|EEF ] 3
R*& 16.76% 24 &AM SRAAHH -2 3.13%0 st} old H|ste] FApst 2ol 7%
RS 178%=EA 3|A0lfo] 742 75, 7% R*E 8.98%RHE S7FsHA Hrt

m2hA], Lowest AQOA &= A o], Highest AQo A& 3|Alo]ele] SEAdH o] o =4 Y
Bue S B 5 Uk o8 237t UEhe= 212 Highest AQS] 725, A o] o] o}
A B Aol mldEEFE dSsH o] S wet s|Alo] e TR HE A o] Frteta, A
A o2 At xRS % o]t} Lowest AQolA & Whho] =2]7} A Ha}
Al frch12)

o
-

0.

£

2=
e
]

ArgE
J

A
=

olN olN
fr e
ol of
LU
o,

= 3

rlo
N

P 4

ot

—_

N

= o

Ct. A ®E=2

Ao R <E 5> AQ,) 27l e BEE TEAA 2w AA RES Ao Wy
olo] Ao w2 Aol et BN WEE AR Holth,

ZIEEY )¢ 2F (5)ollA slAel (£, Age oK BY,)S AlTEY 3 ZA Ve
Ua ook w3, (5,5 4Q,)% (BV,* AQt)-J AGE 247} 1.875(t=4.39)9} (—)0.550 (t=—3.87)
2 7HdAAM ] ddtE Foldt K+ #FT ()9 = Holx itk olgdt A= <E

12) T3, 7l A0l (g, dFAsE 2, SAlole] 3AATE Lowest AQelA= 0.174(t=
3.15)ell H] 5t Highest AQoﬂ/ﬂL 1.426(t=10.28)= ZA S7leta ok &3, F7to £24HBY,)
ke 378t AL E 1 3AAST7E Lowest AQOIAE 0.153(t=7.54) ol H]5}e] Highest AQYY|A]
£ 0.120(t=7.55)= 7%—3}3 Atk olelgk Aate dA A Ho] Fom A o] (Ah ] 7Hx|#H
e TN E <iE 3>9 Aot FYsith
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353 <E 4>9] Aze} s R A ele] o] FE5E FrolelAhel THH B
27 ) ATE S Bl Zth
<H 5> A0 #=AtMOl THA|2EY - WA HE
7122dQ) - By +6,E,+B,BV, +¢,
2O P, =0,+0,E,+0,BV,+0,AQ,+0,(E, *AQ,) +0;(BV,, *AQ,) + 1,
7122 (2 2 (5
(t—wvalue) coeff (t—value)
intercept 1.025 (45.38)™" intercept 0.989 (29.20)™
E, 0.207 (6.79)" E, 0.429 (8.03)™
BV, 0.127 (1621 BV, 0.093 775"
AQ, —0.482 (—1.17)
E,*AQ, 1.875 439
BV,*AQ, —0.550 (—3.87)"
adj. R? 9.37% 11.09%
F—wvalue 172.87 83.93
1) w5 ZE2E 1%, 5%, 10%9] frol e derdth(F571%)
) W] HolE < 1> Fz
3. F7HEA
7). CHE ol ol waolo] &l =7
2 AT 7124 S 2 Francis et al.(2005)°)] wat 28 (1)< A= -4z AENE
o Jehe Ak EFHAKES F2E BQ)E ol &ste] AN dg SHetn Uk 1
Hu B2 APAFEL 2ake] BFHAF o]Qdx zhAte] Adghs Tl Ao gt 5%
A2 AREslal ) oM (Francis et al., 2005 ; AT &, 2009 ; £=4d7F 5, 2009), Hwang and
Lim(2012)+= Francis et al.(2005) 23l tlsto] S| A H o] 7372 & e ste] dg el 4
olo] wel E Aoz bl HFEAAF Al I AUigh(AQ)NL-Z, ¥ele] Dechow and
&)3} Hwang and Lim(2012)2] WP (e]8l, HL 2&)13)< o] &3}
: Fol AR BedS st
111 Y AREV, + o, PPE,, + 0 DCF,, + o, (DCF,* CF,) + v,
Y= GRS RA DCF,* CF, WSl 9

Dichev(2002) 2.3 (°]3}, DD
13) HL 28 thgo|A H3o] 71Z9] Francis et al.(2005)
ACC, =0y + o CF, | +0,CF,, + o, CF;
A71elAM, DCF, & CF,7F S50l 1, obH 09 g2 2t



CH 6> 2|AO0|YLt &XtMel THA| Y - 3[HA 2 HW
— CHE Yol ot eholo] & £ —
2¥Q) P, =p8,+BE,+5,BV, +e,
Lowest AQ Highest AQ

coeff. (t—value) coeff. (t—wvalue)
DD =8 E, 0.125 (2.40)" 1.028 (7.15)™
BV, 0.170 791" 0.105 6.41)™
HL =% E, 0.108 (2.00)” 0.530 (5.07)"
BV, 0.137 (6.96)™" 0.132 8.07)™
|AQ|15) E, 0.062 (1.46) 0.547 4.76)™
BV, 0.124 6.94)™ 0.117 (7.58)™

F1) wex, wx, x2S Z2F 1%, 5%, 10%2] FIFES YehAth(FS44)

F2) Lowest AQY-E] Highest AQ7H = ?%% <3

T3) W] Hele <& 1> #FE o, DD 232 Dechow and Dichev(2002) 3o w}, HL 2¥2
Hwang and Lim(2012) 23] w2} H“M?J AL 24T Aoln, |AQE B3 (1ol utet A& 2
Ao duigroz Tl A& St

F4) WY AHe e

-

<£ 6> Aol =AY I AAF HEE A% Aom, U Lowest AQY
Highest AQ%l ¢S H Ak

<i# 6>2 E¥, DD E3o|v HL B o2 WA o] Hg SHteA, ofd 7| 22F (1)
A S zhake] Adigh(AQ) LR WA A AE SR o BAIgle] Aol (E,)S] AT
= 3 Lowest AQE.TH= Highest AQOIA] B ZAl Yehda slow, Ak BY,)e Ade
2 Lowest AQIA] Highest AQETF ¥ ZA| Yeh}ar STt ]33 <k 6> A= <3 3>
of Aaprp AN AS SAsks Wil wet A et 3E AlAT

o539 <3 7> Lowest AQ9} Highest AQOIA] 3]A0] (£ TAHBY,)S SEAEHE
< Ho] Fr}

3 A B BpAdo] S ETh HL 32 o] &ato] A A2 SHote Wi
i AnE dare FYaitt
14) 3712 Jones(1991) 3ol ¥ Jones B4 Yehte 3
e HL‘@‘J“/] Aol g SHA R st AFdle BEe 23
15) DD 23, HL 234 Yehve 2xke] ddighs AHgshe 7
EAQ A= AAsT

A o] FEANG A
= A STAA skt
oo AV E o}F FARBIER |AQE
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CE 7> 3A0|Y1} &R TER| 2N : Lowest AQRL Highest AQ AROIS] &3 R* HW

CHe Wl ojst wholol § = —

2 2 ¥:2" Q) B, =0,+0,E,+0,BV, te,
a0l B : Y (3 P, =6, +6,F, +e,
= KA RE R (@) P, =\ +\BV, e,
gAold 28 Jl2zy TRk
(B) (E+BV) 2% (BY)
DD 2%  Lowest AQ adj. R? 1.81% 10.16% 9.51%
Z8 adj. R? of BV : 8.35% > E : 0.65%
Highest AQ adj. R? 12.60% 17.58% 11.35%
Z8 adj. R? of BV : 4.98% < E : 6.23%
HL 23  Lowest AQ adj. R® 1.60% 8.16% 7.75%
Z5 adj. R? of BV : 6.56% > E :041%
Highest AQ adj. R? 3.93% 12.41% 9.14%
Z2 adj. R? of BV : 8.48% > E :2.96%
|AQ| Lowest AQ adj. R? 0.61% 7.21% 7.06%
Z8 adj. R? of BV : 6.60% > E:0.15%
Highest AQ adj. R? 6.09% 13.45% 10.63%
=5 adj. R? of BV : 7.36% > E :2.82%

1) e, wx, w2 Z42E 1%, 5%, 10%2] FoFES JeRIth($S4%)

2) Lowest AQE-E] Highest AQ7HA = :rL-Ev‘—"— <3 3> FZx

F3) W] FJoE <E 1> FE o, DD 282 Dechow and Dichev(2002) =& ujel, HL 23
Hwang and Lim012) 23l wtel wols] 48 242 Aol |AQi 29 (9] me 428 2
z2ke] dojghe g2 dAdel A& S3ith

T4) He} AHe A

o
T
A

AN

DD R3og uugou,] AR __762:72 _,, < 4>oﬂ/\1 ;QE% Lowest AQoﬂlﬂb —’;x]-/d-o]
Highest AQeI A& B¢ 9] ZRAEH o] 7] thehdet. Teu} daole] AS HL ROz

-

2338, olU® |AQIE AMgdle 73 o= Lowest AQ$} Highest AQ EFollA] &AMk S5
Aol 3]A ol mtt A JEh} <F 4>91= tiE Ans EO]E 9}3}

SO R <F 8> A FEC digk Aol dANe] Ao tigt S el BAglo]
BE A5 Ex4Q,9 AFE 78 K+ @&, BY,*4Q,9 741 = frolet ()9l @
& Hola glof <& 5>°ﬂ/\19} A 2 A o] o] FS4E 3] A o (Ahh o] 71
4o R A Boln Utk

ol

oA HEo] Hhaole]l A& theksl WhHo 7 ZQes ASo® 1 A <H 3>, <E
4> g <3 5>9 AA GEiAA] L3tk Highest AQQ] 7%, g Alo]2le] F
o 2HA dehde A7t 71 SRt AAA o2 B A ] do] FE45 3] 0] (=Ah)



a8

og
0ot
N
(=]
«©

ool 20| BAH|0| 2t =AM JEX| Y| 0]R|=

o

Ml

o] FHBERL ST Ao Yehtn Yk

C<H 8> 3[AHOIYI} =RHHe| Jix[2EY - T B
Jg) —
3

2% 0 : :60+01‘E;t+623V;t+03A@t+04(E;t*AQit) +95(BV‘t*AQit) + 1

— CHE O] opt w0 B 5

E;'t BV;)‘, AQH, E;'t*A@f, BV;f,*AQit ade RZ

DD 0.437 0.092 —0.407 1.859 —0.596 11.31%
(8.33)™ (8.02)™ (—1.02) 4.62)™ (—4.43)"

HL 0.394 0.104 —0.619 1.634 —0.389 10.68%
(7.79)" (8.86)" (—1.51) (4.00)™ (—2.73)"

|AQ| 0.448 0.114 0.634 1.838 —0.226 10.31%
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The Effects of Accruals Quality on the Value

Relevance of Earnings and Equity Value

Se Yong Lee”

{Abstract>

This paper examined whether the value relevance of earnings and equity value is changed with
accruals quality. Prior studies in Korea have showed that the value relevance of earnings and
equity value have changed with many factors such as continuing audit time, auditor size, public
regulation onaudit quality, ownership structure, and the adoption of K-IFRS. In addition to these
factors, this paper used accruals quality as earnings quality in examining the effects of earnings
quality on the value relevance of earnings and equity value.

The sample is 3,325 firm—years selected from the firms(excluding financial institutions) listed
on Korean Securities Market on the end of every year during 1999 to 2010.

To examine the effects of earnings quality on the value relevance of earnings and equity value,
this paper used price —accounting numbers model and analyzed whether the regression coefficients
of earnings and equity value are changed, whether the incremental explanation power(namely, R?)
of earnings and equity value is changed, and whether the coefficients of (earnings*accruals
quality) and (equity value*accruals quality) are changed as accruals quality is improved.

The results are follows as expected. First, in the price —accounting number model, the coefficient
of earnings is increased as accruals quality is improved, whereas the coefficient of equity value is
decreased. Second, the incremental explanation power of earnings is increased with accruals
quality, but that of equity value is decreased. Third, the coefficient of (earnings*accruals quality)
is significantly positive with accruals quality, whereas the coefficient of (equity value*accruals
quality) is decreased.

The results mentioned in the above shows that the value relevance of earnings and equity value
is increased with earnings quality, of which quality is improved with accruals quality that reflects
properly the flow of cash flows.

<Key words> accruals quality, earnings, book value, value relevance

* Professor, Department of Business Administration, The Caholic University of Korea
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