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This study examines whether fair value measurement (K-IFRS 1113) enhances the quality of fair value
accounting information for financial companies. We hypothesize that the changes in measurement
criteria and expanded disclosure of fair value financial assets and liabilities required by the K-IFRS 1113
increase value relevance of lower-level fair value net assets. Empirical findings generally support our
expectation. The results suggest that the implementation of K-IFRS 1113 improves explanatory power
and pricing multiples on fair value financial assets and liabilities, and this improvement of value relevance
is most prominent for level 2 financial assets and liabilities measured at both fair value and amortized
cost. This study contributes to the literature by providing evidence that K-IFRS 1113 effectively improves
the quality of fair value accounting information.
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Variable definitions:

P = stock price at the end of fiscal year

ta_ps = total assets per share

fa_ps = financial assets per share at fair value
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ta fa_ps = total assets per share excluding fair
value assets, calculated as ta_ps - fa_ps

debt_ps = total liabilities per share

fl ps = financial liabilities per share at fair
value

debt_fl ps = total liabilities per share excluding
fair value liabilities, calculated as debt_ps -
fl ps

a fal ps = level 1 fair value assets per share

a_fa2 ps = level 2 fair value assets per share

a_fa3 ps = level 3 fair value assets per share

fa23 ps = the sum of levels 2 and 3 fair value
assets per share

a_fll_ps = level 1 fair value liabilities per share

a fl2 ps = level 2 fair value liabilities per share

a_fl3_ps = level 3 fair value liabilities per share

f123 ps =
liabilities per share

the sum of levels 2 and 3 fair value

ni_ps = net income per share

fv_ni_ps = gain or loss per share on financial
assets measured at fair value through profit
or loss

fv_ni_hts_ ps = impairment loss or restoration
per share of available-for-sale securities

ex ni ps = net income per share excluding
unrealized holding gain or loss on fair value
net assets, calculated as ni ps - fv_ni ps -
fv_ni hts ps

% A A
IFRS 1113 A3 o g vhe 439 %@7}‘1%@ &
Ao FrhFTE frefst A WSt EAl
A3IA 71EA Al o] 717 gul(D13) 9 549
A2t wakgs A7 21(2) 2 3 A8
AL 7}

ok, A (2)dM e 7S
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B ke BYY FHEdWE Aol & Hlaste 4
(A 1-3 ~ 1-6)% 22 7IeA Al Ax 347t
A 7kE o] Frh WskE B g8l HA o
ol 717F Ynl(D13) 3 AAAA BAM3tE HolmR
EAE HA EoA FA7IAH7EY S ERAL
W (fv_ni ps, fv._ni hts ps, fv_oci ps)Z allst
of 2y xgatqrt.

P =6y + Bi*D13 + Bo*ta_fa_ps
+ Bs*debt fl ps + Ly*a_fafll ps
+ Bs*a fafl23 ps + [Bs*ex ni ps
+ By#fv ni ps + Bsfv ni hts ps
+ Bo*fv oci ps + Bi*D13#Ta fa ps
+ G1*D13*debt fl ps + B9*D13*a fafll ps
+ Bis*D13*a_fafl23 ps + B4*D13*ex ni ps
+ Li5#*D13#fv_ni ps + BigzD13#v ni_hts ps
+ Bi*D13*fv oci ps + Y, Controls + & (2)

Variable definitions: Variables are as defined in
equation 1, and

D13 = 1 if a firm-year is in 2013 ~ 2017, and
0 otherwise.

a_fafll_ps = level 1 fair value net assets per
share, calculated as a fal ps - a fll_ps

a fafl2 ps = level 2 fair value net assets per
share, calculated as a_fa2 ps - a_fl2 ps

a fafl3 ps = level 3 fair value net assets per
share, calculated as a fa3 ps - a fI3 ps

a_fafl23 ps = the sum of levels 2 and 3 fair
value net assets per share, calculated as
a fafl2 ps + a fafl3 ps

Controls = control variables

size = natural log of total assets

mtb = market-to-book ratio

lev = debt-equity ratio
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P = y + yixta fa_aca ps + yo»xdebt fl acl ps
+ ysXnl_ps + ysxa_fafl ps + ysxaca_ps
+ yexacl ps + ¢ (3)
P = y + yixta fa_aca ps + y»xdebt fl acl ps
+ ys*ni_ps + ysxa_fafll ps + ys<a fafl2 ps
+ ys*a fafl3 ps + yrxaca ps+ ys<acl ps
+ e (3-1)
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P = y + yixta fa aca ps + yo»<debt fl _acl ps

+ y3xni_ps + ys<a_fafl ps + ys<fv_aca_ps
(3-2)
P = y + yixta fa aca ps + yo»<debt fl acl ps

+ ye<fv acl ps + ¢

+ y3xni ps + ysxa fafll ps + yyxa fafl2 ps
+ ygxa fafl3 ps + y<fv aca ps

+ yoxfv acl ps + ¢ (3-3)

Variable definitions: Variables are as defined in
equation 1, and

aca_ps = financial assets per share measured
at amortized cost

acl_ps = financial liabilities per share measured
at amortized cost

ta_fa_aca ps = total assets per share excluding
fair value assets and financial assets measured
at amortized cost, calculated as ta_ps -
fa_ps —aca_ps

debt fl_acl ps =
excluding fair value liabilities and financial

total liabilities per share

liabilities measured at amortized cost,
calculated as debt_ps - fl ps - acl ps

fv_aca_ps = fair value financial assets per share
measured at amortized cost (aca ps) as
disclosed in footnote

fv_acl ps = fair value financial liabilities per
share measured at amortized cost (acl ps)
as disclosed in footnote

A9, T WA e FRARES AL A
A 43k w7 2 7120 (D13)% &
9 Frhhee 9% A3E B FaAsan. 3
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P =6 + 6*D13 + &p+ta fa aca ps
+ &3*debt_fl acl ps + &4#ni_ps
+ &5a_fafl ps + &s*aca ps + br*acl ps
+ &*d_aca_ps + Sy*d_acl ps
+ 819*D13#*ta_fa_aca_ps
+ &11#D13#*debt_fl acl ps + 612#D13#*ni ps
+ 813*D13+a_fafl ps + S4*D13*aca_ps
+ §15%D13%acl ps + &15*D13*d_aca_ps
+ &§7*D13*d_acl ps + Y, Controls + ¢ (4)
P =6 + 6#*D13 + Sp+ta fa aca ps
+ &3*debt fl acl ps + 64#ni ps
+ &s*a_fafll ps + Sg*a_fafl2 ps
+ &r*a_fafl3 ps + ds*aca_ps + Sg*acl _ps
+ Sio*d_aca_ps + 6;1+d_acl ps
+ &19%D13%*ta fa aca ps
+ 813*D13+debt _fl acl ps + 614*D13#ni ps
+ 815#D13%a_fafll ps + 615*D13*a_fafl2 ps
+ &17#D13%a_fafl3 ps + &ig*D13*aca_ps
+ 819*D13*acl ps + &2p*D13*d _aca_ps
+ 89;#D13#*d_acl ps + EC’ontmls + ¢
(4-1)

Variable definitions: Variables are as defined in

equations 1, 2 and 3, and

d_aca_ps = unrealized gain or loss per share on
financial assets measured at fair value,
calculated as fv_aca_ps - aca_ps

d_acl_ps = unrealized gain or loss per share on
financial liabilities measured at fair value,
calculated as fv_acl ps - acl_ps
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(Table 1) Sample selection

Criteria

Number of firm-years

Total firm-years of listed banks, securities, and insurance companies

over 2011-2017 288
Less © Local financial companies, business-changed holding companies,

Subsidiaries of other consolidated financial institutions, (31)
Less @ Companies less than 2 years from the time of listing (3)
Less : Financial companies with missing data (34)
Final sample 220

ole] 9 F7 FHE IAT F gl IAE A3
T HFEE 220 719-Adeg ARt ASE
Ao dad A5e DATA—GUIDEQ} TS-2000,
S AYAR(KRX), B845A(FSS) FAFEAI A
2l (DART) <] A}Oﬂmﬁ g AR oA BEa
A FoA FE39 ARE A7) A5E iﬁokﬂ
201195€ 201749] 7de ARE AL, &

Aol guidon Ae B, ER/YY 24
EEDREFEE

Gzo] ¥ PAAR, B4
=
=

8 TS 2YeA 29

M

V.

=

s =4 21

6.1 7l SAIZ

(Table 2)° +& W59 7|& SAZHE AA
%Atk (Table 2)ellA g1E 4= xe] FH7HAZF
AAEE A At (ta fa ps)S AA AR
(ta_ps)® % bb% =, 37T E A<l
53l (debt_f1 ps)7F AA| ZF4 (debt_ps)9] <F 90%
A AT} Atel & BT A, B7]E-3H A S

906

HApske] 749 (fy ni ps)< BH 20139 oA
& H71o]2)(101.4)<, 20134 o] Foll& Hri&
A(-432.9)& Q48ta, o] 2 <18 AA B7)eE
(ni_ps)ellA H7kEE Aaket 8% (ex ni ps)
H(2,752.1)0] B7158$9(2,340.9) 9 vl 8t
ave A4S AT i

T3 (Panel B)9] 7M1 A% 7 #E WFES
AUEY £ 1 FHASHY AL a fafll ps)
o A5 A FAMN S AN (a_fafl_ps)oNA
A3k vl Fo] o 35% FECE 20134 oA
(33.8%) U] ©]%(35.3%) &% F7I8I¥ L, ¢
2 3RS AN a fafl2 ps)& THe FEY
A tiv] A F 7 S A a fafl ps)
oA 2Rk H5(73%= 77,562/105,723)°] 7}
A3 201349 o] & F7ke Bl & (23%) & =8kt

el =+ 3 2475wk a fafl3 ps) 2 =
(-8,793.9) . AtEtt #A7} Avke AL € ¢
Qom, FAHzI FRE 201349 oA (-5,720.9)

of wlaf ©]%(-10,027)7} ¢ Zith.
7H 2 A EAE B Wt gl 1647 BE
S oz FAE T (Panel CO)9A & 4 %
| 354N At(aca ps)el THE(152,246.8)
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etk 7 A R g2 nEg w4 v A9 o 63%F ANshe AL ¢ & Uk
Akol A tlEA A (aca loan ps)9 H]5o| AA
oF 81%°]aL, FA9] 7% 4= Fxll(acl_deposit_ps)

(Table 2) Descriptive Statistics

(Panel A : Common variables for hypothesis)

2011~2017 2011~2012 2013~2017

Variable
N MEAN STD 1% MEDIAN 99% N MEAN STD N | MEAN STD

taps | 220 292134.6% 333,560.00 11,661.8: 147,862.2: 1,349,056.2| 63 = 236,811.5} 266,350.2 | 157 = 314,334.3 | 355,342.1

tafaps | 220 1627550 231,769.1: 24693 648530 961,220.1| 63 = 126,171.6: 206,269.5 | 157 = 177435.7 240,298.0

debt ps | 220 1 20949031 298,070.0: 943521 133,070.9 1,181,726.8| 63 . 207,160.6: 237,348.2| 157 . 280,488.8 : 317,469.4

debt flps | 220 0 2358342 2966084 78341 1096259 1177,763.1| 63 | 188423.9 237,797.1| 157 | 254,858.7 : 315,847.3

afaflps | 2200 1057230 1516836 44745 56,079.70 7385749| 63 - 91,9032 126,617.6 | 157 = 111,268.5: 160,685.4

P 220 288855 489235 903.0¢ 11,0000 268,500.0| 63 @ 27,035.7 41,289.5| 167 = 29,627.7% BH1774.7

nips | 220 2,340.9 3431.2 90710 L1179 165753 63 22142 32434 157 2361.7¢ 35135

exnips | 220 2,121 44105 302110 12693  16575.3| 63 230870 50433 157 - 29100 41442

frnips | 220 -219.9 22031 -6.270.0 0.0 4761.9| 63 1014 30118 157 -432.91 1768.3

fi ni_hts ps | 220 -131.3 237 -1173.2 -194 0.0] 63 -185.9 3818 157 10941 2134
frocips | 220 387.0 31204 51767 440 1565941 63 856.10 3,318.8| 157 1988 3,036.4
size 220 23.61 1.55 20.42 23.28 26.70| 63 23.36 1.53] 157 2371 1.56
mth 220 0.74 0.34 0.23 0.69 1.64| 63 0.81 0411 157 0.71 0.31
lev 220 8.84 414 0.86 8.34 21.13| 63 8.00 3951 157 9.18 418

(Panel B : Variables for hypothesis 1)
2011~2017 2011~2012 2013~2017

Variabl
TN T ww - s 1% | MEDAN | 9%9% | N MBAN . SID | N MEAN | SID

afafllps | 220 369543  65,250.5 -182.10 147583 331446.9| 631 3106151 50226.2| 1570 39,319.0¢ 70,390.3

afafl2zps | 220 775626 95,090.7.  3708.1: 44700.5: 456,944.1| 63 . 66,562.7: 82,770.7| 157: 81,976.6¢ 99,5119

afafldps | 220 87939 333096 -157.217.0 20007 36,6390 63 -5720.9 292486 157 -10,027.0: 348176

afalps | 220 39667.7  64952.2 168 19.650.7¢ 331446.9| 63+ 33062.2: 499304 157 42,3183} 70,050.1

afi2ps | 220 81h36  96,600.6 3763.9 4855211 461,041.5| 63 68,945.3° 83725.8| 157 86,598.9  101,115.8

afadps | 220 8,167.7:  10,088.8 1424 55820 469773 63 86323 131805 167 798131 8,586.2

afllps | 220 271134 4,664.3 0.0 559.6: 16,151.8| 63 1 2000.7: 3053.9] 167. 29994: 51524
afl2ps | 220 3,980.9 6,609.8 0.0 7679 329334| 63 23826 3631.6| 167 46223 T4bh.1
afldps | 220 169617 362339 00 1375: 199,076.4| 63 14,353.3: 30,687.11 157 18,008.3 38,275.2
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(Table 2) Descriptive Statistics (continue)

(Panel C : Variables for hypothesis 2)

) 2011~2017 2011~2012 2013~2017
Variable

N i MEAN STD 1% MEDIAN 99% N MEAN STD N | MEAN STD

aca_ps 164 1 152,246.8 1 22193471 23319 482096 906,024.3| 48 125,451.0 0 199,726.9 | 116  163,334.7: 230,400.6

acl ps 164 1120,698.1 ¢ 232,622.4 00 73333 9588869 48 107,759.3: 210,775.4 | 116 126,052.1: 241,751.8

d aca ps 164 6304 26864 -5181.1 11 9,081.6| 48 995.0¢1 1.846.6| 116 4795 29992

d acl ps 164 28269, 10764 -1,7704 0.0 5,067.0| 48 3186 112211 116 243.0% 1,009.3

fir aca_ps 164 1 152,871.8 1 2222448 23322 483244 900,843.3| 48 126436.0 201,240.9 | 116 : 163,610.7: 230,315.4

fr acl ps 164 1120,992.9 1 233,342.8 0.2 734610 961,155.4| 48 ¢ 108,149.8: 211,667.9| 116 :126,307.4 : 242,419.2

acaloanps | 164 :123,363.9: 201,788.9 530.8¢ 27,8347 807.232.1| 48 0 101,304.01 182,523.2| 116 : 132,492.2 : 209,312.4

acahtmps | 164 = 10,3094 15,657.2 0.0 94421 5942|480 691771 97296 116 ¢ 11,7129 173779

acl deposit ps | 164 = 76,126.5  184,864.6 00 11192 T51,3875] 48 678645 163,696.3| 116 79,645.3:193,513.2

acl borrowings ps | 164 | 25431.4% 36,4488 000 49072: 1994245| 48 23356.10 27,893.8| 116 = 26,290.1 . 39,5284

acl debenture ps | 164 = 19,140.2 . 378918 0.0 1,6006: 138100.11 48 16,538.7: 36,306.3| 116 = 20,216.7: 38,6310
ref 164 0.033 0238 -0.409 0.003 0.713] 48 -0.085 0.192| 116 0.082: 0239

This table presents descriptive statistics for main variables used in empirical analysis in Panel A, for variables used
to test hypothesis 1 in Panel B, and for variables used to test hypothesis 2 in Panel C.

Variable definitions:

P = stock price at the end of fiscal year, ta ps = total assets per share, fa_ps = financial assets per share at fair
value, ta fa ps = total assets per share excluding fair value assets, calculated as ta ps - fa ps, debt ps = total
liabilities per share, fI ps = financial liabilities per share at fair value, debt fl ps = total liabilities per share
excluding fair value liabilities, calculated as debt ps - fl ps, a fal ps = level 1 fair value assets per share,
a fa2 ps = level 2 fair value assets per share, a fa3 ps = level 3 fair value assets per share, a fII ps = level 1 fair
value liabilities per share, a f12 ps = level 2 fair value liabilities per share, a f13 ps = level 3 fair value liabilities
per share, a fafll_ps = level 1 fair value net assets per share, a fafl2 ps = level 2 fair value net assets per share,
a fafl3 ps = level 3 fair value net assets per share, a fafl ps = the sum of all fair value net assets per share,
calculated as fa ps - fl ps, a fafl ps = fair value net asset per share, ni ps = net income per share, fv ni ps =
gain or loss per share on financial assets measured at fair value through profit or loss, fv ni hts ps = impairment
loss or restoration per share of available-for-sale securities, fv oci ps = gain or loss per share on financial
instruments at fair value through other comprehensive income per share, ex ni ps = net income per share
excluding unrealized holding gain or loss on fair value net assets, calculated as ni ps - fv ni ps - fv ni hts ps,
size = natural log of total assets, mtb = market-to-book ratio, lev = debt-equity ratio, aca ps = financial assets
per share measured at amortized cost, acl ps = financial liabilities per share measured at amortized cost,
aca_loan_ps = loans per share measured at amortized cost, aca_ htm ps = held-to-maturity securities per share at
amortized cost, acl deposit ps = deposits per share measured at amortized cost, acl borrowings ps = borrowings
per share measured at amortized cost, acl debenture ps = debenture per share measured at amortized cost,
ta fa_aca ps = total assets per share excluding fair value assets and financial assets measured at amortized cost,
calculated as ta ps - fa ps - aca ps, debt fl acl ps = total liabilities per share excluding fair value liabilities and
financial liabilities measured at amortized cost, calculated as debt ps - fl ps - acl ps, fv_aca ps = fair value
financial assets per share measured at amortized cost (aca ps) as disclosed in footnote, fv acl ps = fair value
financial liabilities per share measured at amortized cost (acl ps) as disclosed in footnote, d aca ps = unrealized
gain or loss per share on financial assets measured at fair value, calculated as fv aca ps - aca ps, d acl ps =
unrealized gain or loss per share on financial liabilities measured at fair value, calculated as = fv_acl ps - acl ps.
ret = annual stock returns.
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(Table 3) Pearson Correlation

Variable P ret i afafbl ps i afafb2ps i afafbdps: acaps © aclps :dacapsi daclps: nips i exnips i fvnips: frnihtsps i frocips i size i mth
ret 0.091

a fafbl ps 0.744 ¢ 0.047

afab2ps | 0.874: 0.058 0.820

afab3ps | 0.047: -0.064 0.087: -0.218

aca_ps 0.320: 0.09 0.273 0.226 0.074

aclps 0.016: 0.078 -0.001 -0.013 <0.108  0.921

d_aca_ps 0.071: -0.126 -0.024 0.021 0097 0111 0.047

d acLps 0020 -0.091 -0.009 -0.029 0014 0.643. 0.666: 0.150

nips 0917 0.137 0.669 0.804 0043 0494: 0207 0115 0122

ex_nips 0.730 © 0.109 0.513 0.598 0051 0700 0478 0221 0315 0.873

frni_ps -0.041¢ -0.016 0.009 0.047 <0.020: -0.620 -0.626: -0.237: -0.421 -0.189: -0.639
frni hts ps | -0.065: -0.008 -0.027 -0.027 0136 -0.355 -0.296: -0.304: -0.29: -0.195: -0.321 ~ 0.225

firoci ps 0.361 : -0.034 0.455 0.372 0.068: 0.060; -0.082¢ 0043 -0.044: 0393 0278 0.0%4 -0.016

size 0.361: 0.059 0.411 0.312 0.167: 0.777. 0624 0187 0426 0480  0.628 -0.499 -0.305 0.142

mth 0484+ 0.204 0.280 0.359 0191 -0.076: -0.302 0.155 -0.149 0.440: 0.302: 0.09 -0.168 0,091 0.142

lev -0.225 -0.018  -0.116¢ -0.196 0230 0198 0178 0004: 0124 -0.166. -0.03%6 -0.187 00247 -0102; 0.368 0.052

This table presents Pearson correlation coefficients for selected variables.

Correlation coefficients in bold are significant at the 5% level.

Variable definitions: Variables are as defined in Table 2.
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The Effect of the Implementation of K-IFRS 1113 on the Value Relevance of Financial Instruments

(Table 4) Effect of the K-IFRS 1113 on value relevance (Pre- vs. Post-2013)

No. Model
(1) P = ay + aita fa ps + axdebt fl ps + asa fa ps + aa fl ps + asni ps + ¢
(1-1) P = ay + ajta fa ps + axdebt fl ps + asa fal ps + aa fa23 ps + asa fll ps
+ asa f123 ps + ami ps + ¢
(1-2) P = a + ajta fa ps + asdebt fl ps + asa fal ps + wa fa2 ps + asa_fa3 ps
+ aga fl1_ps + aza fl2 ps + aga fl3 ps + awni ps + ¢
(1-3) P = ay + ajta fa ps + axdebt fl ps + asex ni ps + ¢
(1-4) P = ay + ajta fa ps + axdebt fl ps + asa fal ps + aa fll ps + asex ni ps + ¢
(1-5) P = ay + ajta fa ps + axdebt fl ps + asa fa2 ps + aa fl2 ps + asex ni ps + &
(1-6) P = ay + ajta fa ps + axdebt fl ps + asa fa3 ps + aa fl3 ps + asex ni ps + ¢
Pre (2011~2012) Post? (2013~2017)
Vuong test Vuong test
Model (Level - Basic) Model (Level - Basic)
.Model . 52 P-value . 52 P-value
(Basic va. Level) A[?%])R / (Preferred AA((;S)R Z (Preferred
Model) Model)
(1) vs. (1-1) 0.17 1.03 0.300 1.31 2.02 (Mogé?f;evel)
(1) vs. (1-2) 0.58 1.37 0.169 1.59 2.15 (Mogé?ilevel)
(1-3) wvs. (1-4) -0.68 0.33 0.734 0.80 0.99 0.323
(1-3) vs. (1-5) 5.65 1.30 0.195 1.83 1.70 (Mogé?iivel)
(1-3) vs. (1-6) 0.64 0.92 0.360 -0.14 0.34 0.736
N 63 157
IND/Year Fixed Fixed

This table presents the Vuong (1989) test result for the adjusted R2 of fair value net assets before and after the
K-IFRS 1113, respectively. Two-tailed t-test: ***, ** * indicate the significance levels at 1, 5, and 10% levels,
respectively. Variable definitions: Variables are as defined in Table 2.

6) K-IFRS 1113 =4 9 FE7I7H2013~17, 5/ 9d%)2 =9 A(2011~12, 24A%) of¥] 21 7138 viae 3=, =9 A
7 A=)t A 2 FE Hlwsh] A =Y £ 7IREE gelste] §Yd 24 FPLth 4 23 2014~159 270

]
9 A4 o4 A%

DR WEAe] 99 a(20169) 2 A PNAE Er MIAES T|Fom BT 23} BN
FUT GFS FAAGE. ol BHS AN FA AP e,
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WAA 7 F 2 34 (42) S FH 8T
(Table 50| 1 A3=E &olet 4= 9=t K-IFRS
1113 Al¥) o] % 71712 2014~15 E+= 2013~17
2 BAE A3 BN w2 £2o 3RS
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3 % 5 29 FHNMAESH A4 a fafl2 ps)
T7]’HHT71’ T8 E7H0.362, 0.245)39 a5
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% 1 Ao] 2«] Apike] 37}
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al., 2015: Arni, 2021) %= #eh& o] g},
TAA 2 Magnan et al.(2015)& 5 3 A4t
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M

Oi __/\Z
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o} (Table 5)9 A¥}e} dA|ste AL 2A &9
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AA oz FUdad Jg-E Yepith= HollA vzt
AT,
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7JEHA ) o' FEg 7 ] %71
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7FA] Ak RAE AFESt] T 2R (D7) vs. F
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(Table b) Effect of the K-IFRS 1113 on pricing multiples on low-level fair value net assets

Pre (2011~2012) vs. Post (2014~2015) Pre (2011~2012) vs. Post (2013~2017)
LV1 + LV23 LV1+LV2+LV3 LV1 + LV23 LV1+LV2+LV3
Variables Coefficient t-value Coefficient t-value  Coefficient t-value  Coefficient t-value
Intercept -38,137 -1.35 -91.872**  -2.18 -42,991 -1.52 -81,789"  -2.30
D13 -4,012"  -2.40 -4.821"" =240 -4.847  -2.61 -4,950 -2.75
ta fa ps 0.914** 2.52 1.445*** 818 0.966*** 291 1.379***  9.65
debt 1] ps -0.976**  -2.53 -1.539*** -8.24 -1.032***  -2.93 -1.471*** 979
a_fafll_ps 0.985*** 2383 1.530***  8.65 1.035***  3.24 1.466***  10.21
a fafl23 ps 0.930** 2.54 0.985*** 293
a_fafl2_ps 1.406***  8.12 1.357*** 940
a fafl3 ps 1.714*** 827 1.634*** 979
ex_ni ps 4.224* 2.02 2.241** 2.05 3.689" 2.04 2.131* 2.25
v ni ps 4.406* 1.86 2.241* 1.87 3.891" 1.86 2.124* 1.97
fv ni_hts ps 4.281 0.89 0.947 0.41 3.505 0.79 0.831 0.41
fv_oci ps 0.846 0.72 -0.253 -0.38 0.769 0.73 -0.035 -0.05
D13+ta fa_ps 0.233 1.34 0.204 1.05 0.166 1.07 0.081 0.82
D13*debt_f] ps -0.238 -1.31 - 0.215 -1.05 -0.152 -0.96 -0.070 -0.68
D13#a_fafll ps 0.050 0.34 0.053 0.27 -0.012 -0.09 -0.100 -0.87
D13%a_fafl23 ps 0.440** 2.15 0.343 1.78
D13#a_fafl2 ps 0.362* 2.02 0.245* 2.14
D13#a_fafl3 ps 0.251 1.26 0.155 1.32
D13%ex_ni ps -2.329 -1.11 -0.724 -0.44 -2.178 -1.43 -1.535 -1.07
D13#v_ni_ps -3.145 -1.17 -1.077 -0.52 -2.097 -1.05 -1.143 -0.81
D13#fv_ni_hts_ps 10.019 1.16 9.303 1.42 8.735 1.42 7.828 1.66
D13#fv_oci_ps 0.036 0.03 0.273 0.35 -1.172 -1.15 -0.693 -1.01
Controls Included Included Included Included
IND/Year Fixed Fixed Fixed Fixed
N 126 126 220 220
Adj R? 96.66% 98.11% 96.13% 97.34%

This table presents the regression results for the effect of the K-IFRS 1113 implementation on pricing multiples on
low-level fair value net assets before and after 2013. Two-tailed t-test based on standard errors clustered by firm:
RO % indicate the significance levels at 1, 5, and 10% levels, respectively. Variable definitions: Variables are as
defined in Table 2, and D13 = 1 if a firm-year is after 2013~2017, and 0 otherwise, and a fafl23 ps = the sum of
levels 2 and 3 fair value net assets per share.
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FA7HEE Ak BAR S JHEEAY 5 AR RAS Uk e A7 293 3T
77b et ot B A deRa) vge] 2 ke 37 Y] FrHMEY S v wsty,
Fol FA7MA gl AL & 7l Wil 7B# K-IFRS 1113 Al ©]7(2011~20121) 3% o] %
A S7 Bdke A0S AR A HE F

p

=214 Aol o et 7, 20139 o]dol= A$drt ARt RalE
w42 (Table 6)% o] A 42AFd754  7h2 A} G (43, 3-D# 74 319 347}
(Table 6) Relative value relevance of amortized cost vs. fair value as disclosed in footnote
No. Model
(3) P = ta fa aca ps + debt fl acl ps + ni ps + a fafl ps + aca_ps + acl_ps
(3-1) P = ta fa aca ps + debt fl acl ps + ni ps + a fafll ps + a fafl2 ps + + a_fafl3 ps
+ aca_ps *+ acl_ps
(3-2) P = ta fa aca ps + debt fl acl ps + ni ps + a fafl ps + fv_aca_ps + fv_acl ps
P = ta fa aca ps + debt fl acl ps + ni ps + a fafll ps + a fafl2 ps + a fafl3 ps
(3-3)
+ fv_aca_ps + fv_acl _ps
Pre (2011~2012) Post (2013~2017)"
Vuong test Vuong test
Model (FV - AC) Model (FV - AC)
Model P val Poval
(AC . FV) « D2 —value - D2 —value
Ve AA((O}J) R Z (Preferred AA((;J) R 7 (Preferred
v Model) 7 Model)
_ 0.068
(3) vs. (3-2) 0.11 1.26 0.208 0.10 1.83 (Model FV)
_ _ ~ 0.012
(3-1) vs. (3-3) 0.47 0.41 0.680 1.00 2.50 (Model FV)
N 48 116
IND/Year Fixed Fixed

This table presents the Vuong (1989) test result for the adjusted R2 of amortized cost vs. fair value as disclosed in
footnote before and after the K-IFRS 1113, respectively. Variable definitions: Variables are as defined in Table 2.

7) K-IFRS 1113 A8 o]§9] #27]17H(2013~17, 5/HHE) & o]A(2011~12, 204%E) tiv] tha & 7|3k Hlwsgh A3E, o
ANAE) FUF E2Y 52 vlmeb] gJal A3 olF A0S Delstel BUD BNS s B4 A3 2014-159%
£9) F REoR ¥ ulmdA 4ol AolE old ggtort 2016-17d% B F AteR & AL felg $24 A
78S Bt ot FA3AE 29 Auel 4% FEFdnthe FAgeel RS Mtk A397(Kim &
Lee. 2015)% EUZ ¥ ], A% APolF FH/HIE A% 9% Hrke 99 ARE £ olF FAFIU0R A% 9P| FalaA
£ Alo2 4T 4 Uk oleld R4S AE F QAP At
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(Table 7) Effect of the K-IFRS 1113 on pricing multiples on amortized cost assets and liabilities

Pre (2011~2012) vs. Post (2014~2015)

Pre (2011~2012) vs. Post (2013~2017)

Variables (4) AC (4-1) LEVEL+AC (4) AC (4-1) LEVEL+AC
Coefficient t-value Coefficient t-value Coefficient  t-value Coefficient t-value
Intercept -22557.6 -0.60 -59401.4 -1.49 -36523.6 -0.84 -63927.9 -1.33
D13 236.1 0.09 -2876 -1.55 - 2009.2 -0.77 -5108"™  -2.10
ta fa aca ps 0.795*** 311 1.161***  6.08 0.917*** 333 1.249**  7.02
debt fl acl_ps -0.792*** 2714 -1.187** 551 -0.928***  -2.93 -1.290***  -6.24
a_fafl ps 0.791***  3.05 0.927***  3.30
a_fafll_ps 1.113"%*  5.09 1.238***  5.70
a_fafl2 ps 1.170"%* 655 1.257** 176
a fafl3 ps 1.414*** 612 1.523***  7.06
aca_ps 0.869***  3.30 1.178***  6.13 0.942*** 332 1.230***  6.67
acl ps -0.911*** 336 -1.244***  -6.28 -0.987**  -3.37 -1.297***  -6.78
nips 4,107 2.50 2.276* 1.76 3.193* 2.39 1.800* 1.81
d aca_ps -1.969 -1.64 -1.517T* 216 -2.301" 215 -1.T44% 2T
d acl ps 0.054 0.06 - 0.709 -1.17 -0.528 -0.57 -1.266*  -1.92
DI3#a fa aca ps -0.013 -0.04 0.053 0.20 0.041 0.16 0.240 1.06
DI3+debt fl acl ps -0.258 -0.67 -0.225 -0.88 -0.265 -1.26 -0.277* -1.87
DI3+a fafl ps 0.311 0.87 0.297 1.65

DI13#a_fafll_ps 0.164 0.72 0.087 1.23
DI13+a_fafl2_ps 0.358 1.45 0.428** 2.20
D13+a_fafl3 ps 0.173 0.69 0.290 1.32
Dl13%aca_ps 0.291 0.71 0.290 1.09 0.301 1.34 0.323** 2.11
DI13*acl_ps -0.310 -0.74 -0.306 -1.13 -0.012 -0.05 0.188 0.80
DI13*ni_ps 0.436 0.14 -1.301 -0.52 -1.498 -0.95 -3.641*  -1.75
DI13*d aca_ps 0.426 0.30 0.060 0.06 2.006* 2.02 1.033* 1.74
DI13#d acl ps 0.890 0.48 1.279 0.54 -0.283 -0.28 -1.157 -1.27

Control Included Included Included Included

IND / Year Fixed Fixed Fixed Fixed
N 95 95 164 164
Adj R 98.00% 98.72% 96.01% 97.57%

This table presents the regression results for the effect of the K-IFRS 1113 implementation on pricing multiples on

amortized cost assets before and after 2013. Two-tailed t-test based on standard errors clustered by firm:

soksk kk ok

indicate the significance levels at 1, 5, and 10% levels, respectively. Variable definitions: Variables are as defined

in Tables 2 and 5.
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o] AR ta ps)elA AAstE HlFE 7IFeR  wlgTh folsAl $74(0.976, 0.193)3F L, 3%
92 A W, o] F AYGEAF) S 5t AN ESAEAE AYe AT B (ta fa ps,
4

Ot
e

HU=
A1) /e 2 FAASHEAL] T2 debt f1 ps) GA TR Aoigto] 71EA Al
FZ B w3 23S (Table 8)o B1atith, & ool vlg] feletAl S7HFATHAMY 1.087,
A 23, 7 2, 3 FREFEEATF HFel B -0.610). W, T SHEAT vFol
& A9 (High LV23)9 7% K-IFRS 1113 %2 FA(Low LV23)9] A% % 2, 39 347}
Al o] F RE 7Y A SAANY] F7F S A a fafl23 ps)e F7hlFE 20139

(Table 8) Effect of the K-IFRS 1113 on pricing multiples of low vs. high levels of fair value net assets

Variables High_LV23 Low_LV23
Coefficient t-value Coefficient t-value
Intercept 20,644 0.84 15,752 0.34
D13 3,366 1.22 -9,920 -1.55
ta fa_ps 1.090*** 10.23 0.420* 1.94
debt fl ps -1.242*** -9.65 -0.471* -2.03
a_fafll ps 1.054*** 8.68 0.502* 2.02
a_fafl23 ps 1.153*** 11.13 0.263 1.27
ex _ni_ps 8.242*** 3.79 5.248*** 4.90
fv_ni ps 7.797*** 3.61 4.043 1.53
fv_ni_hts_ps -7.014 -0.62 -13.818 -1.10
fv oci_ps 0.414 0.37 1.288 0.41
D13#ta_fa_ps 1.087*** 8.59 0.036 0.19
D13+#debt_fl_ps -0.610*** -4.66 -0.003 -0.01
D13+#a_fafll_ps 0.976*** 14.24 -0.014 -0.08
D13+*a_fafl23 ps 0.193** 2.15 0.204 1.76
D13#ex ni_ps -9.647*** -3.99 -1.278 -1.20
D13#*fv_ni ps -7.422*** -3.04 -0.625 -0.29
D13+#fv_ni_hts_ps 68.694*** 3.09 21.507 1.22
D13#fv_oci ps -1.541 -1.33 2.373 0.79
Controls Included Included
IND/Year Fixed Fixed
N 42 42
Adj R? 99.66% 96.81%

This table presents the regression results of the effect of the K-IFRS 1113 implementation on the pricing multiples
of low vs. high levels of fair value assets before and after 2013.

Two-tailed t-test based on standard errors clustered by firm: ***, **, * indicate the significance levels at 1, 5, and
10% levels, respectively. Variable definitions: Variables are as defined in Tables 2 and 5.
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A A ek oz 59 A Uro] del A
G5B sk A9 20139 AE B

+79 WakE vt BEFY #4€ Basu
(1997) 23S WFste] 425907124 Ate] 3

7HE(d aca_p)& TR £ 299 4 5=

A ettt

dacap= 6 + 6xDI3 + GxD + Os<ret
+ O Dxret + O:xDxD13 + GgxDI13xret
+ OxDxret + OxDxDI13xret + ¢ (5)

Variable definitions: Variables are as defined in
equations 1, 2 and 3, and

d aca p = unrealized gain or loss on financial
assets measured at fair value, scaled by
beginning of the period stock price,

ret = annual returns over the fiscal year,
calculated as (dividend;+P; - Pi-1)/Pi-

D = 1ifret<0, and 0 otherwise

4

oy F

A A= (Table 9ol AT, dE=AH
=2 A (High loan.htm)9 A% 20134

H| 5ol
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olH FeloHAl Bl AT UIEH APt Hrke 2009 : Black et al. 2018)%} BUsHA th&A)
(d_aca p)ol tg B4 3 9lon B

A8(4.194)¢] 2013 HrKEY9] BT S K
A

oX
ofN ¥o dlo ofN Hy M

d ol F felal Aaetiith(-3.856). W], & Fo] Aol ZAFANSY At A #E

A HlFo] 22 JeH(Low loan.htm)dlAE= 2013 7F W) g2 201349 o] & gHastgthe 4

d A5 BpFo] o] fof st YAl & Alste] ZRIBEA S HeFel ) ol
]

tH20139 oA 0.504, 20134 ©]& 0.008= e A3AF(Chen et al. 2014)9 F7H ¢l
0.504-0.496). ¥ A= FFIAt HEFE AZ% Mg & Sl
HEAAS Sl AAIS APAT(Nichols et al.

(Table 9%) Effect of the K-IFRS 1113 on conservatism of unrealized gain or
loss on amortized cost assets

HIGH_loan.htm LOW_loan.htm
Variables Coefficient t-value Coefficient t-value
Intercept -2.474 -0.60 0.060 1.35
D13 0.277 1.28 -0.070 -1.51
D -0.125 -0.71 -0.068 -1.46
ret -4,222* -2.30 -0.514 -1.50
Dxret 4.194* 2.03 0.504 1.49
DI13xD -0.349 -1.81 0.068 1.47
D13xret 2.620* 2.00 0.514 1.50
D13xDxret -3.856* -2.42 -0.496 -1.47
Control Included Included
IND/Year Fixed Fixed
N 31 28
Adj R? 44 .89% 1.07%

This table presents the regression results of the effect of the K-IFRS 1113 implementation on the conservatism of
loans and held-to-maturity securities before and after 2013.
Two-tailed t-test based on standard errors clustered by firm:
10% levels, respectively.

Variable definitions: Variables are as defined in Tables 2 and 5, and d aca p = unrealized gain or loss on financial
assets measured at fair value, scaled by beginning of the period stock price, ret = annual stock returns for the
fiscal year, and D = 1 if ret {0, and 0 otherwise.

FEE O * indicate the significance levels at 1, 5, and

8) U2AAY HEE 71F0% High/Low 152 he 15& QR4 A28 574(High © 3 35 o, Low : 59 3 of
e 2ol AA 2N BEAAS WG BES GO Sl (edaade-ieF IR add- 24
Hrtolo)) o] BEpFols HERI 4 23 (Table 93 5Ll 20139 ©]F (Post : 2013~2017, 2014~2017) B
7t Azt gol FAHYLE, ol F BHS AANFA A s,
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(Appendix 1) Comparison of K-IFRS 1113 vs. 1107
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(Appendix 2) Example of disclosure before and after the implementation of
K-IFRS 1113. (A Bank)
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