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[.A4 &

T

ohre] ATl ok s dES 7ol Huste AR R freld dFE nAH
(Huang et al. 2009 ; Lin et al. 2009 ; Lin et al. 2007 ; Guay and Kothari 2003 ; Dadalt et al.
2002 ; Allayannis and Weston 2001). ¥ 17 ©]E AgA T4 o volr} s gE] AlE-
o] AR 7R BAGNE FEFS PIAEA] FAFSt SAPFEC] FAAE Bobele 71
7Ol GE= mRlEAE 2AEAL gt &, 7ol 53 BASIEAA 5= TR AR
ote FGES] BAE SA Hell Bt o] = el 7|4 A 7F AP A Q] S E=A]
tste] A Ee] 7P BEG S Fote] BAstaAt ot= Aot 3 s g ddE At
22 719 Adey FA S5 TIT VAT 540 et d¥Fs tene
(Hentschel and Kothari 2001) ¥ A& 7|AR w722 EAS AFE5te] o]Zlo] gyitEy} 3
A Ee] 74 AEA ko] BAl APEAR] e VIASAE AR wEbA & Od?‘% 7]
Hel AF AR E HHOR st JAGF Aol FIHH LR o] S =R
A EY] AFPL ol Aoz EXRE A QAE 1, o]Flo] ZZA R 7<) 7}7(]0]]
FEFE MAEAE AR EGE HdAA 2 997t Sk

PgFeld F7k && 3 Fe] Fol AT 2] MEd B4 7190l EdE dE 7heA
1&)E AU Haslela e8]y s A2 F A=F: 3o v S54FS 2
sto] A3 oA BTk 18al o9 e 2
AREEH, S GES AHESt] 918 Bl9ske A 719 ARl o] H S Al F(Lin et
al. 2009 ; Lin et al. 2007 ; Dadalt et al. 2002 ; Allayannis and Weston 2001 ; =538}e} 41771
2017)3He AoE APAPN Busa ek F, HYFES BRE el APAPA 7]
Pe HARES A8 ARS DA B oliF o)oo] MERS YFE 5 oloje] P
#eld 4 ke H38kS thHuang et al. 2009 ; Guay and Kothari 2003). o] g+ A3
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]
AT F1go] Rashe o)ofo] BAS MO FARES) ANE A B Hsgow—sa}
=

[<]

_>.:

oX, l‘ll" il

2]
=

¢

= or
=

Y 3ES] Mg EIE ARAGAN FRAAAA o FA A4 A

=
o BEE ABAHE A9 B T2 7190 ARE ol AT 24

o

7]
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dE7bs8 S 95 Ax FAYGFY] AHEo] AR R84S Holxd = itk o] Haix=
J

2 el M SRl A Agetad k.



S8 o]fe] fHgAdel wopA AL, o|Flo] VIV E wolAY HEAUA S Eole T AREE
o olde &= F sinh wEb HAGFL] FAE B AAAH R 2Alel] feii e A
= AHete 7199 B T2k 2ol 7o MY dulE Fo] o} AHEA|
& Folate] BN S EFE ARGl R B AR o whEt A | o] E

"

m>~
&
i

o,

A

1=21&
g Ho] 744
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Fo AHgo] AR RS A B AES A thd o|Zlo] A K| i A[A A & <
2 rA F dva d3E Aok dokshd FAAbEe] FALAMER S & w) 7P S a6t
o|-g3st= HHI} 3] A|H Holw, 3|A% Kol vrdd 719 o] S whet kx| AE o] 2|
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L EP 9 QTRES A9t AN E A58 A0E NS, v A4V
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de AE2 AU Hisletes 2 5 55
1218k SAAEL 19720 nlZolA] HZE £
Ae ARE 24ska ok
T JAGEFLS 7ol 82 #Elsked A
© T8¢ ooy dFsEFH A WEdE ST 98 dtHGuay and
Kothari 2003). =, JAJEFS 53 HdadR = 550 AP IS nxy o]z <l
Sto] o]eje] Ao JaFS mHTHHuang et al. 2009). 7312 ©. 2 Geczy et al.(1997) T& 719<
AL ES o] &5le] B9 2 dFEEe] HEAS St B 1dls] 2 (Disatnik et al.
2014 ; Heung et al. 2009 ; Guay and Kothari 2003), ©]& =422 o]9o] MFAS Fole
29leo]2}al Disatnik et al.(2014) 52 ™83} thHeung et al. 2009 ; Beneda 2004 ; Stulz 2003
; Guay and Kothari 2003). 5, ZA3ES AHEsl] S 3]98ke AF 7192 g A< o
AFEE AT T U, ole ATl dg AR d&u]o] IAFEY 84S ST
Z 4= I TH(Lin et al. 2009 ; Lin et al. 2007 ; Dadalt et al. 2002 ; Allayannis and Weston 2001).
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EMAES AR 7199 A RX9 4FW BES FHSGT BHATE <E 159
g Cok FE DollA AlAE o] Slom, FolA AAE ukel o] AYFES AHET 7ol &
3 AEe B3 dFo s E o] 9= Aol oyl AAH o7 n2s B g AL o
F gk b B Aol Auk 59 gFel skl 9T WL b v sk
<# 1> Distribution of the Sample
Panel A. Distribution of sample by year
year # of samples ratio(%)
2006 340 11.85%
2007 350 12.20%
2008 354 12.34%
2009 355 12.37%
2010 354 12.34%
2011 352 12.27%
2012 363 12.65%
2013 401 13.98%
total 2,869 100.00%
Panel B. Distribution of sample by industry
2—digit KSIC Description # of samples
10 Manufacture of Food Products 231
17 Manufacture of Pulp, Paper and Paper Products 20
20 Manufacture of chemicals and chemical products except 456
pharmaceuticals and medicinal chemicals
21 Manufacture of Pharmaceuticals, Medicinal Chemicals and 261
Botanical Products
23 Manufacture of Other Non—metallic Mineral Products 158
24 Manufacture of Basic Metal Products 316
26 Manufacture of Electronic Components, Computer, Radio, 203
Television and Communication Equipment and Apparatuses
29 Manufacture of Other Machinery and Equipment 222
30 Manufacture of Motor Vehicles, Trailers and Semitrailers 252
41 General Construction 179
46 Wholesale Trade and Commission Trade, Except of 260
Motor Vehicles and Motorcycles
71 Professional Services 221
Total 2,869
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<& 1> Distribution of the Sample (continued)
Panel C. Distribution of sample with derivatives by year
year # of samples ratio(%)
2006 61 9.30%
2007 78 11.89%
2008 99 15.09%
2009 82 12.50%
2010 89 13.57%
2011 73 11.13%
2012 74 11.28%
2013 100 15.24%
total 656 100.00%
Panel D. Distribution of sample with derivatives by industry
2—digit KSIC Description # of samples
10 Manufacture of Food Products 33
17 Manufacture of Pulp, Paper and Paper Products 5
20 Manufacture of chemicals and chemical products except o4
pharmaceuticals and medicinal chemicals
21 Manufacture of Pharmaceuticals, Medicinal Chemicals and 2
Botanical Products
23 Manufacture of Other Non—metallic Mineral Products 16
24 Manufacture of Basic Metal Products 99
26 Manufacture of Electronic Components, Computer, Radio, ”
Television and Communication Equipment and Apparatuses
29 Manufacture of Other Machinery and Equipment 95
30 Manufacture of Motor Vehicles, Trailers and Semitrailers 69
41 General Construction 33
46 Wholesale Trade and Commission Trade, Except of 81
Motor Vehicles and Motorcycles
71 Professional Services 55
Total 656
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2. AT 53
B ATE spEe Abgol AR R AX B G wH|Ex], tolr} Z1 PR u] T

= ol AEAIAE &

Zof| whet S GFe] AR Ee] 7R BE el mA| & AJMAE B 8tE H =4
o) <lek. BAH R A BAYE BAekE /I EEAL e Rom, B ATE odd v
g 722 A B 24sk] BHaT
Price = B BPS+ 3, EPS+ Industry+ Year+¢ 1)
Price = 8, BPS+ 3, EPS+ 3;5ize + By Turnover + [y Curr Ratio
+ BgLeverage + B, Lossdummy + Industry+ Year+e 2
Price NEZY i rdEd ot
BPS 7S] 9] =T FRRL
EPS RN 9] tde FEEolY
Size 71T R, AREAlC AARIE HI 4
Turnover TS AE, WjEd S AAFAR e @
CurrRatio : 88 &, +5AE 5= Us &
Leverage @ FAM&, FAZFAE AMIFAR e &
Lossdummy : &2060], AdZd] &4do] #APstF o 1, olH 09 HH
Industry - 2FAE ]
Year s R=te ]

2y (1% (2 AR RS /R AAEE S8 g x4l 2otk & AFdxe
A E] A} 2D AMEE7) 7L HAY R JA AEA o] FEFS nA A, B BT ES B
3 A8y e angor el 71?3(71?3%11&11?&7} FE 71 gt o 285k
Foke ZI4OIdA 27 dsekA] g8 719)RE A R Zix| el Afol7t deAE
BA A e RES Uhea} 2ol THE & vk $4 7 1-18 ASe] o o
AgE AP R GrisEE 7o R sto] ARRSE 7193 ARESHA] 2 719 RF 7R A
o) Ajolg BAE, M 128 AT Astel FALEL AT 719 F AT 5
FE 7IFOR Wol AMEE 7197 AA AR VIl o R FRESL o]E RE 7 A e 7}
A@EA o zpo] 7} %tXl A gk}

T3 7 219 AES A5k FAES AR V1Y T ARAAE Ardo 289
7193 ERA o &8s X] 53 714 o' o] ZEX|EHAA L Atelrt dleAlE Bt Al
FATol ofshd 7GR FE7E & ZEFolA] e AT AP uYF Aol & YL A9
37} A7) wiEel gAML £ 719S 3 A7) By BRoR PR,
NGAMTRIE FA e 719E dNE AR oR FYsia] Be mRos 7RI o))
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A3t 29 (1)L AW}
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1997). AEEA AR5 F 5t l‘”?h(slze) 238k, uﬂzou S AAEA 2 ol
A},+8]) 2 & (Turnover)2 =7 ¢t} Fama and French(1992) &3t 7|GE 9 FAMHE] A &2
3 gl S5 oAkl FHEE ] S7kske AR e ng VTt ret SR
o AN 233

7199 ATl =5 719 shrlsdol S7ketaL ol AR R ZHX| A A o
A Qe A F ok F, 7199 =
4 917] wjEol|(Barth et al. 1998) A F&3 BHE A
E & 3 gl =55 71 4 xﬂ’%ﬂ?‘é% %:%OlEi e} 01

"
o
=
o

A3 Od?% 7190l £ Ew} 3% fﬁl & 71l sl AR 7pRHE Ao
T 232 AASka 9B & (Hayn 1995 ; Collins et al. 1997), £S4 T 1S AR
Egetlon, o714 EAE R (Lossdummy)s Ad=dl] 4o dAstgd o 1, o™ 09l ¢
Folth. mpAgto 2 7|§o] &&d 4tdol whet A RS T BE ] e F e
U v (Industry) & £t om, 2 Axe] AA4 &70] s|AgHe] 7 HAA o v 7}
< A8 ekl Amrv)(Year)E EFFT
(D) B 28 Qe 22E IEE ARSR B AHEAV]E VTR o] shelide
Tt AP R X AEY S B S EARY |t 1y e RES A &n
AA TS WFom BMse A5 2t t2A vehd 7hsAel e AA #iEd o

g BAS sl M 113 128 HAS3s] $13 BAnge 2y 3) 2o

ol

Price = 3,BPS+ 3,EPS+ B;Hedge + 3,Hedge X BPS+ 35 Hedge X EPS
+ BeSize + B; Turnover + By Curr Ratio + B9 Leverage

+ BipLossdummy+ Industry+ Year+e (3)
Price RN i) dET 7
BPS DAY 9] dEE FEERL
EPS NEIY 9] A= FEEe]d

Hedge :SMYE GVIA%, SMFES ASSG0R 1, iR 09 s,
Tt SHYIE ASIIE F9% ol geld 1, o™ 09l Py

Size 71T R, x}/\hz_zﬂ J RARa=S o 3t
Turnover : ZAAE| A& ] ZAL A2 UiE 3k

CurrRatio : F8H &, 5 Ate 532 Ue @
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Leverage : WAHlE, FAZAS ANFAZ Y &
Lossdummy : <400, ddze] $&4o] DAsIg oA 1, ofyd 09 gr¥S
Industry AT
Year CAEEn

23 3)2 7K 1-13 128 E437] fd 2ol 7Hd 1-19] 2412 915te] Hedge

7} ARGl el ofg YR AR Ea, 7 1-29] £45 918I41E Hedge W77t AR

o v R AR Ert &, JALE AR R B ARR-AT] o et S| AI B L] Zpx] 3
=

o} FRII T Feo]Q] Moo o8- 9 (Hedge X BPS 2 Hedge X EPS)7} X8+
of itk 7Hd 212 IREES AHEske 7 Z1gA TR el mhE TR Y] AlelE
EFAstAl sk Aolnm 7Hd 2-18 ASOP] A% TARIES KLY (W} 2t

Price = 3,BPS+ 3,EPS+ B3 High Gov + 3, High Gov X BPS+ (3, High Gov X EPS

+ BeSize + B; Turnover + By CurrRatio + BqLeverage

+ BioLossdummy + Industry+ Year+e )
Price AEIY e tdEE F)
BPS AENY e AT FEEE
EPS AEY 9] A EE FEo|
HighGov /1AM 7205, 719227} $915 o geld 1, ohd o8] trs
Size 1R, AREAC AARaE HF @
Turnover =AM A G, WEAS AR Ui 3t
CurrRatio : SEH] &, FEANS SE8A2 U 3t
Leverage : ¥-AH) &, BAZAS AAEAR Y 3

Lossdummy 40w, AWz 4ol dAsG e 1, of¥ 0%l du¥s
Industry e ke hall
Year P AEEm

B ATE S0EY AME 9 AMEA7) A R R BEA ] IS vIX A, Yot
7 FAYRES ERA R ALESE VT B ES EHH R AR Rk 71 T
3| AG Be] 7EX| Bl Aol 7} SleAE EAskE Ul B4 o] vtk wheba] A dES AHESH
A e BRI AMES FEO R RSt TA] A FS AR RE F 719A 2L 5
T/ FrobA] B2 E2 TAHSEE random samplingS Y HA] 7| Eo ATt e F
FAE =5 7hedol Ut webA £ A= Heckman(1979)2] two—stage w415 Al-8-31o]
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o} 2 Ao AFE-3F Heckman two—stage w2 2ol tdt A& vh5-3 2t}
TAACZ 1GA A= BGEFS] AFEol 982 P & e HFE SAISH Inverse
mills ratio( A PE T3t AR 7|dEA HAHE A 719 TFE(Size), F-AH]E&

=
e

A
(Leverage), £ 1|(Lossdummy) % A5, A=, = SHUSE AR
th 719540 AEE AFES FALEY AR 98-S nE F Joeng olF BAlE] 9
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Hedge = [3,Size + By Leverage + B3 Lossdummy + MK T+ Industry+ Year+ e 5)
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Size CZ1GTE, A ARARaE A @

Leverage AR &, BAEAE A2 Y 3

Lossdummy €400, AdEo] $£4o] drgsige™ 1, o™ 09 gn¥s
Industry e ae sl

Year AT

Heckman(1979)<] two—stage T2 F83F Bg-2 20HA|e] Byo|ma BF (1), (2), (3), (4)
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Price = 8, BPS+ B, EPS+ B3Lambda+ Industry+ Year+¢ 6)

Price = g BPS+ B, EPS+ 355ize + 3, Turnover + (35 CurrRatio + BgLeverage
+ B;Lossdummy + BsLambda+ Industry+ Year+¢ 7

Price = 3, BPS+ 3,EPS+ B;Hedge + ,Hedge X BPS+ 3;Hedge X EPS
+ B¢ Size + B, Turnover + Bs Curr Ratio + By Leverage
+ BioLossdummy+ 3, Lambda+ Industry + Year+e ®)

Price = 3, BPS+ 3,EPS+ B3 High Gov+ 3, High Gov X BPS+ 3, High Gov X EPS
+ BeSize + B; Turnover + B Curr Ratio + B9 Leverage
+ BioLossdummy+ B, Lambda+ Industry + Year+e ©)

3) Inverse mills ratio= Th¥ Zo] S48 4 ok
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(& 2> Descriptive statistics
Panel A. Descriptive statistics
Full sample using derivative not using derivative
Variable Mean Min Mean Min Mean Min
(Median) (Max) (Median) (Max) (Median) (Max)
MVE 47,135.04 90.00 43,615.27 116.00 48,178.40 90.00
(8,400.00) |(1,912,000.00) | (14,525.00) | (1,707,000.00) | (7,300.00) | (1,912,000.00)
BVE 45,569.91 —37,630.82 | 39,118.12 —8,492.50 47,482.42 —37,630.82
(10,322.42) | (2,065,226.72) | (13,795.91) | (1,804,679.14) | (9,072.17) | (2,065,226.72)
N 2,991.30 —91,935.45 2,981.41 —26,774.64 2,994.24 —91,935.45
(536.06) | (307,667.16) | (801.81) | (89,491.86) | (473.05) | (307,667.16)
Si 26.63 22.91 27.42 23.71 26.40 22.91
e (26.37) (32.67) (27.13) (31.69) (26.17) (32.67)
0.98 0.00 1.18 0.00 0.92 0.01
Turnover
(0.88) (9.82) (1.00) (9.82) (0.85) 4.72)
C 2.15 0.01 1.12 0.06 2.45 0.01
“r (0.93) (323.84) (0.83) (42.00) (0.98) (323.84)
L 0.45 0.00 0.49 0.03 0.43 0.00
e (0.45) (2.03) (0.51) (1.48) (0.43) (2.03)
0.19 0.00 0.14 0.00 0.20 0.00
Lossdummy
(0.00) (1.00) (0.00) (1.00) (0.00) (1.00)
0.22 0.00
Hedge
(0.00) (1.00)
o 0.01 0.00 0.01 0.00 0.00 0.00
Derivative
(0.00) (0.09) (0.01) (0.09) (0.00) (0.00)
—0.01 —0.49 —0.01 —0.49 —0.01 —0.29
DACC
(—0.01) (0.60) (—0.01) (0.60) (0.01) (0.36)
) 1.10 0.00 1.18 0.39 1.08 0.00
CGSindex
(1.05) (2.30) (1.11) (2.13) (1.04) (2.30)
N 2,869 656 2213
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(E 2> Descriptive statistics (continued)

Panel B. Difference tests

. . Test of the
Variable (1) Total (@) using (3) not—using diferences (2)—(3)
N=2,869 N=656 N=2213
* tlz]—value
MVE 47,135.04 43,615.27 48,178.40 —0.69
(8,400.00) (14,525.00) (7,300.00) [7.147]
BVE 45,569.91 39,118.12 47,482.42 —1.28
(10,322.42) (13,795.91) (9,072.17) [5.54"]
NI 2,991.30 2,981.41 2,994.24 —0.02
(536.06) (801.81) (473.05) [4.96]
. 26.63 27.42 26.40 15.67°"
e (26.37) (27.13) (26.17) [14.817
0.98 1.18 0.92 9.31™
Turnover ok
(0.88) (1.00) (0.85) [7.517]
2.15 1.12 245 —2.96""
Curr -
(0.93) (0.83) (0.98) [—5.27]
0.45 0.49 0.43 6.67""
Lev -
(0.45) 0.51) (0.43) [7.62°7]
0.19 0.14 0.20 —3.48™
Lossdummy .
(0.00) (0.00) (0.00) [—3.46™]
o 0.01 0.01 0.00 22.69""
Derivative e
(0.00) 0.01) (0.00) [52.957]
—0.01 —0.01 —0.01 —0.15
DACC
(—0.01) (—0.01) (0.01) [—0.71]
1.10 1.18 1.08 9.63™"
CGSindex .
(1.05) 1.11) (1.04) [8.32"]

#, %% and *** denote statistical significance at the 10%, 5%, 1% level respectively
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<# 3> HFE 1 AHBAE AN e HeE ke ARV oA 52 ZleR
(13 J
=

UERSA T 2 AsE AR 23 TR AN vesedde] sAe A

7FeAdol
w
<& 3> Correlation matrix
(1 (2) (3) (4) (5) (6) v (8) (9) (10 (an
MVE 1.00
BVE 0.87 1.00
NI 0.67 0.66 1.00
Size 036 029 025 1.00
Turnover —0.05 —0.06 0.01 —0.01 1.00
Curr 0.02 0.03 001 —0.01 —0.11 1.00
Lev —0.17 —0.19 —-021 015 019 —0.22 1.00
Lossdummy | —0.09 —0.07 —0.09 —0.16 —0.09 —0.04 0.22 1.00
Derrivative | —0.01 —0.01 —0.01 012 0.06 —0.02 0.10 0.01 1.00
bAcCC —0.04 —0.02 —0.01 —0.02 —0.07 —0.01 0.07 0.04 0.01 1.00
CGSindex 019 011 014 0.63 —0.02 —0.01 0.02 —0.16 0.14 —0.03 1.00

Bold type denote statistical significance at the 1% level.

2. 71 1-1 9 1-2 $443

2 A7 AGE] ARl R B A77E AR R ERAC] vAle 9 wAd
Atk ®A < 4>E 7H 1-15 OLSE AHgete] 498 23S AlXst o 3id A=
duivet AEHDE A SAFE LT G2 A E] A AEY V122G S AL
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<(# 4> The effect of using derivative on

value relevance (OLS)

Panel A : Basic analysis(OLS)
MVE=BVE(or NI)+ Yeardummies + Industrydummines +e

R® of BVE R® of NI
use derivative Non—use derivative use derivative Non—use derivative
(Hedge=1) (Hedge=0) (Hedge=1) (Hedge=0)
Adj.R2 0.8246 > 0.7689 0.6338 > 0.4574
# of Sample 656 2,213 656 2,213

Panel B : Control variable included in OLS

MVE=BVE(or NI)+Size+Turnover+Curr +Lev +Lossdummy + Mkt + Yeardummies + Industrydummines +e

R? of BVE R? of NI
use derivative Non—use derivative use derivative Non—use derivative
(Hedge=1) (Hedge=0) (Hedge=1) (Hedge=0)
Adj.R2 0.8416 > 0.7839 0.6532 > 0.5156
# of Sample 656 2,213 656 2,213
Panel C : Interaction and control variable included in OLS
MVE=BVE(or NI)+derivative +derivative*BVE(or NI)-+Size+Turnover+Curr+Lev
+Lossdummy +Mkt +Yeardummies + Industrydummines +e
0.822™
BVE (82.76)
0.564""
NI (38.98)
—0.030"" —0.068""
Hedge (—3.00) (—4.60)
0.008
X
Hedge XBVE 0.91)
0.031"
X
Hedge X NI 2.19)
Size 0.142" 0.250""
(13.78) (16.21)
Turnover 0.001 —0.0417"
(0.00) (—2.86)
Curr 0.004 0.007
(0.54) (0.54)
Le —0.023" —0.066
v (—2.28) (—4.29)
Lossdumm —0.009 0.010
ossdumtity (—1.02) (0.74)
Year Included
Industry Included
Adj.R2 0.7882 0.5202
F—value 445617 130.58™
# of Sample 2,869
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(HE 5> The effect of using derivative on value relevance (Heckman two—stage regression)

Panel A : two—stage regression
MVE=BVE(or NI)+ Yeardummies +Industrydummines +e

R’ of BVE R of NI
use derivative Non—use derivative use derivative Non—use derivative
(Hedge=1) (Hedge=0) (Hedge=1) (Hedge=0)
Adj.R2 0.8382 > 0.7827 0.6527 > 0.4932
# of Sample 656 ‘ 2,213 656 2,213

Panel B : Control variables included in 2—stage regression
MVE=BVE(or NI)+Size+Turnover+ Curr +Lev +Lossdummy +Mkt +Yeardummies +Industrydummines +e

R of BVE R of NI
use derivative Non—use derivative use derivative Non—use derivative
(Hedge=1) (Hedge=0) (Hedge=1) (Hedge=0)
Adj.R2 0.8414 > 0.7870 0.6526 > 0.5161
# of Sample 656 ‘ 2,213 656 2,213
Panel C : Interaction and control variable included in two—stage regression
MVE=BVE(or NI)+Hedge+Hedge*BVE(or NI)+ Size + Turnover+Curr+Lev
+Lossdummy +Mkt + Yeardummies + Industrydummines +¢
0.823"
BVE (82.34)
0.562"""
NI (38.79)
0.087 —0.511""
Hedge (0.78) (—3.04)
Hedge X BVE 3;?6(;6)
Hedge X NI 0((2)3 697)
Size 01117 0.364™"
(3.63) (7.95)
Turnover 0.001 —0.044™
(0.07) (—3.04)
Curr 0.004 0.007
(0.54) (0.53)
Lev —0.034" —0.025
(—2.36) (—1.18)
Lossdummy —0.004 —0.008
(—0.45) (—0.51)
—=0.112 0.422"
Lambda (—1.05) (2.65)
Year Included
Industry Included
Adj.R? 0.7882 0.5212
F—value 427.85 125.90™
# of Sample 2,869
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{H 6> The effect of amount of derivative by median on value relevance (OLS)

:end of year stock price

Panel A : Basic analysis(OLS)
MVE=BVE(or NI)-+ Yeardummies +Industrydummines +e

R’ of BVE R of NI
higher derivative lower derivative higher derivative lower derivative
(Hedge=1) (Hedge=0) (Hedge=1) (Hedge=0)
Adj.R2 0.9086 > 0.6232 0.6271 < 0.6846
i of Sample 328 | 328 328 | 328

Panel B : Control

variable included in OLS

MVE=BVE(or NI)+Size+Turnover+Curr+Lev +Lossdummy +Mkt + Yeardummies + Industrydummines +e

R of BVE R of NI
higher derivative lower derivative higher derivative lower derivative
(Hedge=1) (Hedge=0) (Hedge=1) (Hedge=0)
Adj.R2 0.9192 > 0.6715 0.6426 < 0.7171
# of Sample 328 ‘ 328 328 328
Panel C : Interaction and control variable included in OLS
MVE=BVE(or NI)+Hedge+Hedge*BVE(or NI)+ Size+Turnover+Curr +Lev
+Lossdummy + Mkt + Yeardummies + Industrydummines +e
0.763™"
BVE (19.96)
0.645™
NI (14.59)
0.003 0.013
Hedge (0.20) (0.47)
0.103""
Hedge XBVE 2.96)
0.096"*
Hedge X NI 2.42)
Size 0.176™" 0.158™"
(9.05) (5.36)
Turnover 0.015 —0.034
(0.82) (—1.24)
Curr 0.005 0.002
(0.33) (0.09)
Lev —0.038" 0.043
(—1.95) (1.43)
Lossdummm —0.006 0.008
osscummy (—0.38) (0.34)
Year included
Industry included
Adj.R® 0.8440 0.6564
F—value 148.64™ 53.137
# of Sample 656
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(E 7> The effect of amount of derivative by median on value relevance (Heckman

two—stage regression) : end of year stock price

Panel A : two—stage regression

MVE=BVE (or NI)+ Yeardummies +Industrydummines +e

R of BVE R of NI
higher derivative lower derivative higher derivative lower derivative
(Hedge=1) (Hedge=0) (Hedge=1) (Hedge=0)
Adj.R® 0.9182 > 0.6486 0.6434 < 0.7115
# of Sample 328 328 328 328

Panel B : Control

MVE=BVE(or NI)+Size+ Turnover + Curr+Lev +Lossdummy

variables included in 2—stage regression

+ Mkt + Yeardummies + Industrydummines +¢

R of BVE R of NI
higher derivative lower derivative higher derivative lower derivative
(Hedge=1) (Hedge=0) (Hedge=1) (Hedge=0)
Adj.R2 0.9191 > 0.6714 0.6422 < 0.7181
# of Sample 328 | 328 328 \ 328
Panel C : Interaction and control variable included in two—stage regression
MVE=BVE(or NI)+Hedge+Hedge*BVE(or NI)+Size+ Turnover+ Curr +Lev
+Lossdummy +Mkt + Yeardummies +Industrydummines +e
0.763"
BVE (19.93)
0.645""
NI (14.58)
0.004 0.013
Hedge 0.22) (0.48)
Hedge X BVE 0(';135)
Hedge X NI 0(2?‘93)
Size 0.027 0.082
(0.09) (0.18)
Turnover 0.014 —0.034
0.79) (—1.24)
Curr 0.005 0.002
(0.33) (0.09)
Lev —0.091 0.016
(—0.84) (0.10)
Lossdummy 0.025 0.024
(0.38) (0.25)
Lambda (—06.14790) (—06?1877)
Year included
Industry included
Adj.R? 0.8438 0.6558
F—value 142.53" 50.93"
# of Sample 656
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using derivative (OLS)

Panel A : Basic analysis(OLS)

MVE=BVE(or NI)-+ Yeardummies +Industrydummines +e

R’ of BVE R of NI
high CGSindex low CGSindex high CGSindex low CGSindex
(HighGov=1) (HighGov=0) (HighGov=1) (HighGov=0)
Adj.R2 0.8499 > 0.6700 0.6461 > 0.5092
# of Sample 334 322 334 ‘ 322

Panel B : Control

variable included in OLS

MVE=BVE(or NI)+Size+Turnover +Curr +Lev + Lossdummy +Mkt +Yeardummies +Industrydummines +e

R’ of BVE R of NI
high CGSindex low CGSindex high CGSindex low CGSindex
(HighGov=1) (HighGov=0) (HighGov=1) (HighGov=0)
Adj.R2 0.8587 > 0.7103 0.6528 > 0.5902
# of Sample 334 ‘ 322 334 322
Panel C : Interaction and control variable included in OLS
MVE=BVE(or NI)+HighGov+HighGov*BVE(or NI)+ Size +Turnover+Curr+Lev
+Lossdummy + Lambda +Mkt +Yeardummies +Industrydummines +e
0410
BVE (7.06)
0.362""
NI (4.93)
HighGov (7062?39) (O | ?1355)
HighGov X BVE 0&;.6124)
HighGov X NI Oéizs)
Size 0.159™" 0.116
(7.31) (3.457)
Turnover 0.020 —0.021
(1.16) (—0.78)
Curr 0.001 —0.007
(0.04) (—0.31)
Lev —0.057"" 0.022
(—3.04) (0.76)
Lossdummy 0.001 0.007
(0.10) (0.33)
Year included
Industry included
Adj.R? 0.8586 0.6716
F—value 166.76"" 56.81°""
# of Sample 656
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(HE 9> The effect of level of Governance in firm of using derivative (Heckman
two—stage regression) : end of year stock price

Panel A : two—stage regression
MVE=BVE (or NI)+Lambda+ Yeardummies+Industrydummines+e

R’ of BVE R of NI
high CGSindex low CGSindex high CGSindex low CGSindex
(HighGov=1) (HighGov=0) (HighGov=1) (HighGov=0)
Adj.R2 0.8560 > 0.6914 0.6543 > 0.5519
# of Sample 334 322 334 322

Panel B : Control variables included in 2—stage regression
MVE=BVE(or NI)+Size+Turnover +Curr +Lev +Lossdummy +Lambda+Mkt +Yeardummies + Industrydummines +e

R of BVE R of NI
high CGSindex low CGSindex high CGSindex low CGSindex
(HighGov=1) (HighGov=0) (HighGov=1) (HighGov=0)
Adj.R2 0.8607 > 0.7124 0.6533 > 0.5925
# of Sample 334 322 334 ‘ 322

Panel C : Interaction and control variable included in two—stage regression
MVE=BVE(or NI)+HighGov+HighGov+*BVE(or NI)+Size+ Turnover +Curr +Lev + Lossdummy +Lambda

+ Mkt + Yeardummies + Industrydummines +e

0.398™
BVE (6.79)
0.355™"
NI (4.81)

. —0.010 0.035
HighGov (—0.47) (1.16)

. 0.474"

HighGov X BVE 8.29)

. 0.387""
HighGov X NI 5.43)
Size —0.302 —0.250

(—1.04) (—0.57)
Tumover 0.019 —0.022
(1.10) (—0.80)
Curr 0.001 —0.008
(0.02) (—0.33)
Lev —0.222" —0.107
(—2.12) (—0.67)
I ossdumm 0.101 0.086
Y (1.57) (0.89)
—0.530 —0.421
Lambda (—1.60) (—0.83)
Year included
Industry included
Adj R’ 0.8590 0.6714
F—value 160.59"" 54.54""
# of Sample 656




7o MESEHE ARZT BAIEES THX|EAY 65

2 ATE BREY Mg B AR} AAG L) AN BA) A GFS B
o719 BB BREE FARA 7o) Yok WO PuT AYsaA s BAol
Sith. e SHFES] AHS 2 ALgEle] ket Jle] Al Feks ARl S0 e
g 2K APATE HIET DAL 7199 AEgol ARAFE FARENA A2
AL Qe v vl AN Rah olo] ¥ AFE SHYFE LG mel vha) %

Aol Q1AstaL ol Ale] AR AP R oA =AE T8k

= 79 Avke o 2k A, S E ARSShe VLS ARV B el
AR ] wokew, A, BEES AHEshe A7 S5 AR R TR #EA L o
= oAk AA|, 1A T2 A s ARESt] dld o2 ZIdA 2t -de Vgl
= I AR Q17 AR R TR Sk v FEARItE As BiEsl
ok olek & A7ATe AEC] THERA SHAY dEE Pohe SAE AN
Ao, 53] A FS Mgk 7199l Al gar) e g8 T I dvke
AR ¥ e 5 3l

A FFT AR Y] s HA e BAE AR B AFE A EE AHSE AR
59 FF BT A4S AR ETEY 2 o7t glom, ofd YAET AHT AT
7F BABEA @a1 gl FAG okl Al 2 gulE Aled Aolth



66 MIFASIAIXL / 203 M2=(2019.4.)

b

TEE

AR - AT - o] 2014, “ZAY S AR ES o & 9 F Hele] I AT
AAE A58 Al6S @ 237264,

=8} - AL 2017, <719 9] SHGFEATE A0l AF s Fe] MEg nAlE 9.
A3 AAE A18H A|1Z : 201 —235.

S - o] AL 2012, “HABGEI TS ARGo] o] Relo] nAlE G FSHAT. AT
AT A208 A4 : 159—189.

A5 - AFF 2007, “TFAYGEL 7147, A uGE=F A52E 129147
olftZl - A 5. 2013. “Y 3| =A wAPAFE] HH *é’ SIAITTAT AI38H A4% : 408
—442.

Allayannis, G. and J. P. Weston. 2001. The Use of Foreign Currency Derivatives and Firm
Market Value. Review of Financial Studies 14 @ 243 —276.

Aretz, K., and S. M. Bartram. 2010. Corporate Hedging and Shareholder Value. Journal of
Financial Research 33 :317—371.

Barth, M. E., W. H. Beaver and W. R. Landsman. 1998. Relative Valuation Roles of Equity
Book Value and Net Income as a Function of Financial Health. Journal of Accounting
and Economics 25 : 1—34.

Baxter, R., Bedard, J., Hoitash, R., Yezegel, A., 2013. Enterprise risk management program
quality : determinants, value relevance, and the financial crisis. Contemporary
Accounting Research 30 (4) : 1264 —1295.

Beasley, M., 1996. An empirical analysis of the relation between board of director composition
and financial statement fraud. The Accounting Review 71 (4) : 443 —466.

Beneda, N. 2004. Optimal hedging and foreign exchange risk, The Credit and Financial
Management Review : 27— 38.

Brown, P., W. Beekes, and P. Verhoeven. 2011. Corporate governance, accounting and finance
* A review. Accounting and Finance 51 1 96—172.

Carter, David A., Daniel A. Rogers, and Betty J. Simkins. 2006. Does hedging affect firm
value? Evidence from the U.S. airline industry. Financial Management 35 : 53 —87.

Chang, J. C,, and H. L. Sun, 2009, Crossed—listed foreign firms’ earnings informativeness,
earnings management and disclosures of corporate governance information under SOX,
The International Journal of Accounting 44 : 1—32.

Cohen, D., and P. Zarowin. 2010. Accrual —based and real earnings management activities
around seasoned equity offerings. Journal of Accounting and Economics 50 (1) @ 2—19.

Collins, D. W., E. L. Maydew and 1. S. Weiss. 1997. Changes in the Value —Relevance of



7ol MESEHE ARZT BAIEES TiX| Y 67

Earnings and Book Values over the Past forty years. Journal of Accounting and
Economics 24 : 39—67.

Collins, D., Kothari, S., 1989. An analysis of intertemporal and cross—sectional determinants
of earnings response coefficients. Journal of Accounting and Economics 11(2—3) : 143
—182.

Dadalt, P., G. D. Gay, and Nam. 2002. Asymmetric information and corporate derivatives use.
Journal of Futures Markets 22 @ 241 —267.

DeMarzo, P., and D. Duffie. 1995. Corporate incentives for hedging and hedge accounting.
Review of Financial Studies 8 : 743 —772.

Desai, M. A. and D. Dharmapala. 2006. Corporate tax avoidance and high—powered
incentives. Journal of Financial Economics 79 : 145—179.

Disatnik, D., R. Duchin, and B. Schmidt. 2014. Cash Flow Hedging and Liquidity Choices,
Review of Finance 18 : 715—748.

Easton, P., Zmijewski, M., 1989. Cross—sectional variation in the stock market response to
accounting earnings announcements. Journal of Accounting and Economics 11 1 117—
142.

Fama, E. and K. French. 1992. The Cross—section of Expected Stock Returns. Journal of
Finance 47 : 427 —464.

Francisco, P. and Yun. H. 2013. Risk Management and Firm Value Evidence from Weather
Derivatives, The Journal of Finance 5 : 2143 —2176.

Géczy, Christopher., Bernadette A. Minton, and Catherine Schrand, 1997. Why firms use
currency derivatives, Journal of Finance 52 @ 1323 —1354.

Guay, Wayne, and S. Kothari, 2003. How Much do Firms Hedge Using Derivatives? Journal
of Financial Economics. forthcoming.

Hayn, C. 1995. The Information Content of Losses. Journal of Accounting and Economics 20 :
125—153.

Heckman, J. 1979. Sample selection bias as a specification error. Econometrica 47 : 153 —161.

Hentschel, L. and S. P. Kothari. 2001. Are corporations or taking risks with derivatives?.
Journal of Financial and Quantitative Analysis 36(1) : 93— 118.

Huang, P., Zhang, Y., Deis, D. R., Moffitt, J. S. 2009. Do artificial income smoothing and real
income smoothing contribute to firm value equivalently? Journal of Banking and
Finance 33 : 224—233.

Klein, A. 2002. Audit committee, board of director characteristics, and earnings management.

Journal of Accounting and Economics 33 : 375—400.



68 MIFASIAIXL / 203 M2=(2019.4.)

Lel, U. 2012. Currency hedging and corporate governance : a cross—country analysis. Journal
of Corporate Finance 18 @ 221—237.

Lin, J. B., C. Pantzalis. and J. C. Park. 2007. Corporate Use of Derivatives and Excess Value
of Diversification. Journal of Banking and Finance 31 : 889—913.

Lin, J. B., C. Pantzalis. and J. C. Park. 2009. Derivatives Use, Information Asymmetry and
MNC Post— Acquisition Performance. Financial Management Autumn > 631—661.

Lipe, R. 1990. The Relation Between Stock Returns and Accounting Earnings Given
Alternative Information. Accounting Review 65 : 49—71.

Menon, K., and J. D. Williams. 1994. The use of audit committees for monitoring. Journal of
Accounting and Public Policy 13 (2) : 121—139.

Peterson, M. A. and S. R. Thiagarajan. 2000. Risk measurement and hedging : With and
without derivatives. Financial Management 29 : 5—30.

Pincus, M, and S. Rajgopal. 2002. The interaction of accounting policy choice and hedging
Evidence from oil and gas firms. The Accounting Review 77 (1) : 127—160.

Stulz, R. M. 2003. Risk Management and Derivatives, Southwestern Publishing Cincinnati,
Ohio.

Venkatachalam. M. 1996. Value —relevance of banks derivatives disclosures. Journal of Accounting

and Economics 22 . 327—355.



7o ME=EHE ARET BAIEES THX| Y 69

The Effect of Derivatives on Accounting Value

Relevance”

Jeong Ok Kim™* - Yoojin Shin™**

<{Abstract>

This paper examine the effect of derivatives use and the magnitude of derivatives use on the
accounting value relevance. Following prior research, the derivatives have an important role on
risk hedge. That is, if company use derivatives, the quality of accounting information will be
increased. Moreover several prior research suggest that firm characteristics, especially corporate
governance, influence on relationship between derivatives use and quality of accounting
information significantly. However, prior research do not consider the effect of derivatives on
investor. When company choose systems or policies, they expect the positive effect and increase
of market value. Therefore it will be needed to examine the effect on investor. In this paper, we
examine the effect of derivatives from investor perspective and use the value relevance concept of
accounting numbers.

Our research results as follows. First, the derivatives use and magnitude of derivatives use have
positive relationship with accounting information value relevance. Second, the corporate
governance influence on the relationship between derivatives use and value relevance positively.
Those results mean the derivatives are perceived by investor as positive factor and corporate
governance have crucial role when manager decide policies.

<Key words> Book Value, Derivatives, Net Income, Value Relevance
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