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B A3 wde] A(acerual quality)el nlglolo] &3 7} HHA (stock price informativeness)oll olw 3 43k
< AR ATEG, B Add B Fe Ay, 9] aga A]e] dYdTaEeR AdEA Xt fEEAd
o] Zare] FFAAR ZAt) njglo]dl gt 7} ARAL gl uk3Al4=(Future Earnings Response Coefficient:
FERC) 28 o|&al 43, ol 7199 &4 7t vgle] ¢old EE vdstn de A=E vehdnh
199795E 2007A7HA f7HsdA g B ZAEA A AE ZIdES e R 5671709 79-9% ARE B
Az el o] 225E 714 dAl TPt nlElo|dFBE Hste FTl EoE AR JETh o3t
Ale Aol Fo| =S4E(Z WY do] JHAFE B R HAE = H]Eo] BSFE) B 7] 2A1E A
o]9& niEo 2 7| mlEf £oldE Aoz FHE £ 7] Wi Aoz wetEch Eok dAde B O YA
o we} E44 W] A(innate accrual quality)Zh A#A EAA] A (discretionary accrual quality) 2 Ve
FERCSS] #AE AHE An, 244 dAde Ho| w2 ZW oz} A dade] o] & Z L= FERC
7} 7¥eke Ao ® Yt odd Avke Al de] dAd| #Aglo] L] do] zolx|H o] 8o
ae7] Wil (Francis et al. 2005) FARAE F71l tigt 7101E g4ske FHolA vlglo]d3 Bel| tigt 71s3E
=Ive 2AE 9uigit}, ¢hd Ao do] FERCH MAe 93 A4 Aol drr) 244 whado] Zojx
Brh 37 Yepgt olg3t Ayt Yehd o] fe B dAde Hos FH BIHAGE ol IE W] g7
A AFE dAgde] doe AYrtY] 7138394Q] o]z F719 7199 AR EE A ddsle AleE
717F 3&s] WEo g AdEtH(Francis et al. 2005).

2 a7 A wde Ho| njgele Uig FARAES ASFET Tl A& IS vAE T8
= s the HolA] 1 onE 2H& 4 Y

r
o
B
i

FAlo: Aelel A, 27k A4, vldolelueAs, BAA wAldle] A, @A WAl 4

g2 mE7|zte] ol WS #AgE vt
AW (Collins et al. 1994), o]& FHglo| o

7199 dA F7te 9719 v g B3] AT A 2AG ol HEe AR
FA3 71zt Zlulge] Wt o8 e (timing) ¢ WS (matching)®] FAIE HSAAF

T
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o2H HFSFHET &3 JSHEE ATt
(Dechow 1994: Dechow et al. 1998; Barth
et al. 2001; Dechow et al. 1998). & &
woad g7 A e AR A ot

7 (estimation) ¥ 4] (allocation) =2z %
@(judgement) 9] A7} R 7] wjEo] 54 L

o=

A7 EAG S (H#-wdd 2007).
AGA7 7133 Al ojedzxA EHoz whao
= o8 AF olYd LAY TAle U
4= )t (Sloan 1996: Xie 2001).
SpA|RE WAl o] o] zo} Aol g
FoE A¥HE Hleo| 1 1 H]%O]
ﬁ—‘ﬂl tﬂ-xgoﬂoi °§5} o]o]oﬂx/]
SR AL Fo157] Wil (H - wy
FAAZE F7kel tig 71 E @45k
nlefol o Hell ek 7t ]
o olelg WHAA £
=75 Hlgo] R Bt fﬁ]ﬂ F7Ll
7b EoA A E EA6H

B A3 199735 2007vﬂ2>7z}x1 717t
LI ot K e i Rat= 2 B B e R R
o7 ] Ao U]EHO]O]“} A A=
2 AFdN 2] de A7 -
g %ﬂ?ﬂ%i%ﬂi AR G F
&N (current accruals)®] ZHak(residual) <
3 2 ¥ (Francis et al. 2005).
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ol
HA

3 Aol 77}
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2 2o} (Francis et al. 2005).
7} vlgo] A EE wkedsta
S

[ R=S
AT

g (Future Earnings Response Coefficient:
FERC) 23& o]&slo] =43t} FERC 284
A FEHRFE 8719 F7hREela, AuHse
271, 871 283 wlg7)zke] olefo]t(Collins
1994 Lundholm and Myers 2002).
nlef7|7ke] ol Fte] A

)9 @& 7
#H717+e] el
LEk

et al.
3719 FrFdEY
Z Yehle FERC7} #9f@ ok (+
o= AL 7199 @A F7t A
o B FEE A-e] widsty ke As
HAH(Lundholm and Myers 2002).
AT 23, Y] Ho| EeFE nlge
Al Tt MdEe Tt moe
colEd s wAdo] J9d
H]%O] ETE PR F
= G wgfo] Y B
A BolFrt
I YA ue} EAA OA

Z (innate accruals quality)® =z 3

_4

Mol A(discretionary accruals quality)®
?E‘%D}(Franms et al. 2005). U]ﬂMOVéEJ
S

HH 7§°é*éﬂr°ﬂ g AR B (private

information)d AEFHoz AMEslE gl d

4 4 JA W (Subramanyam 1996; Guay et

al. 1996: Francis et al. 2005), &3t o
de7d wEd= #AE 4 ok (Francis et al.

1) ¥ Ad3= Dechow & Dichev(2002)¢} Francis et al.(2005)¢] & &y 5
AL 23T ) FAd] Hol lrEﬁHL: A& WAdo] JPAFS
3o o]_Q_H uugou,]

(2002)9] B¥< o] &al A
AL 9ush | Francis et al.(2005)¢] 238&

O F AFEE v go] AL 9n|gitt,
200797218 AF7ITCE A ol f= FERCEE &

3t7] vzl
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2005; Kim & Qi 2010). #AAe A$= 4
o oo ofsf WY Ho] ‘)'OW @%X
TR0 A= A9 ome Aol IS
oL} AR EIAA o] Ao Ho
stolzl Zd-g-o]7] wiell & Aleldle zbel7} itk
(Francis et al. 2005; Kent & Routlegde 2010).
AR BN A A A B Ho] FERC
o PAE EHE AVE A, 2FA dAd]
Ho] 3 it o} A A LA Ho] v
me= FERC7} €=« Aoz Yegy. ol
]

@ A% wgele o] ol olf7h R

o

)

ote A= WEdE e B
do] Ho] FERCH WA& &3k XHWJ R
o Aunt 2AA @A oM Ho A
Bttt &, FAAE A9AY dd o 24
ol yropl 7J5-Hrt Aljlel AR
ool Zo] drolrl A S Hr} w7kst
< Hole Ao Yyt oy Azt v
olfre BAA LA Ho] Fuo| EeHdA

(information uncertainty) < Zo]& 3t

o] FAAQ aAut A3 ok A A
o Aoz B 713F9 A< o] 24
FHO BetAo] EopAle A 7Y V—?zﬂ
BE A dgdte 4l (signaling) 7] wE
o 24 3 (performance indicator) 24 2|7 ¢]
oje] fr8/do] mole FE Wk At EAlH

7] WEe2 e th(Franacis et al. 2005).
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ATE o] Azl FERCSF] #AS Awsitt
ERCEH & o]&d oA HAaAF (47 5 2009,
olAl& 2009)= HAAe] Aol wu 3ol w7
71¢] Bl7|tho] ol et FAAY] HE-go] g
DA A S AR E AolA], FAAE B A
o =3 g wet vefo]H B (future earnings
news)dl| tigt LEEE FolAY FFEAE A
2 2 ot 8719 FrheES 1)9719 H
Zldiel 3t 2)mE7lcolof o] Wste] e daF=
W=t Collins et al. 1994 Lundholm &
Myers 2002). ERC R3& AFgE 24 ©7]9
H7|glo] o] B7] FrlrEel plAe dEF 2
o

=)
e
4
%0,
)
‘o
!
=)
of
N

"13 e onE 7} 4 AUHTucker & Zarowin
2006, p.252: Choi et al. 2011, p.147). &
A7 ERCEE tidl FERCEF S o] &3tezx
7] oldle J&S XA LA|TE "l o] el =
G vA = AlGFAd gt FAzke Rhg
HAZEL WA ] Ho| Jgkg nFth= AME
Ho]3:oths HoA 997t k. 53] & AT
E;Go] Hl—xgou/] z]o] #_od [LH ]a]o]o17gi7} 64
A Tl B EE ATt oA E AR Ee
o sla, o]uje] ]EHO]OWEF/} 3719 ol dA
HE oy 7199 v %5_%_] °§§k% o] &
I e ol& /e RE HJRE
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FAARY gl Al = %
FERCEHo| Ht} Agat 7
=4, & dFs SAdY] Ho| v3 uf mgo]
A E7} AA Frto] WEEE FHET} RolA =4
Ao EE A g T doprh B Ho
ofxl Qlel wetM® of2jgh EIto] zpol7} 9l
=AE AR ETE HoA oozt 9
o] Ao o= dde thFet o7t T
AeH, 53] 1 ot Fol nHAITe] 415F7
7} 28= o] obd (Francis et al. 2005: Guay
et al., 1996) EA o] 4 Azl7} w=A] w0l
QR E 3t 7tEAE Fre WHoR ZEaA|
e Ao 2 dFe A B A
Eebg Aol oal dAHe] Ho] "ozl A
G okof ofsf Ao ol Hojzl
wota, = ol zel7t d=AE s
A€oz} gt

AT LA Ao
o] EI}F wg7]zte] o
d3d Bt 2 845 7
HoFolthe AddA o7t k. A APd+
(Dechow 1994; Dechow et al. 1998; Barth
et al. 2001)E< LT Ao HF5F
of Hlg} F&¢ dESPrge A2 HAFn
oh g Aol A= Hsta A
7 AFe HYdSHEEA BYF Ao
e fré&Adol BAd Aol wet geid
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A 48 e ASEN AHRE AT A 5A
Me Ao F9 A3E 9osly 425 Pt}
||, MEfioiF 9l JpMMA
2.1 MalioiT AE

Aol Aof #3E A|ANESS AHE HA A
FAT2E oo 22 =F0] Aok Francis et
al. (o]3} FLOS, 2005)2 &Adle] Ho] &=

Ex217} <A st A B (information risk)©]
=718t w2 g 7199 AEH & (cost of
capital) o] Eoldls HSTH FRAHLS T4k &
7Fed AR oR FARPL AHgstle HEIE 7199
4983 Ee g del B4 =AY
TAge AEE XD AP dH #o] 3l
th(Easley and OHara, 2004). o]&]d A H<]
g Al A3 e #HS A, Sy
o] do] FEFE HRAPL Freth mEpa] @
Aoo] Aol & A4 =& Fug gk g7t
2 9 719e AHEH S FEeA "o
Francis et al.(2005) ool A
WAool Ay A Yo
o, T He] Ho] A Lo wA = E=
2 ool Arty 244 o] Hox Hrt
A Yehst 35S ol AHRE A LA
dof Hoell= AFA 713157 Al F719k 7149
A JEE A Agele AlaE7]7F EAE
7] WEog A},

kA Aol A o] AL 93 99l (risk factor)

o2 HrlEH Aboody et al. 2005: Kim and
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wolol Zo| of2folefofl chet F7+ YEH| ol S

Qi 2010). Aboody et al. (2005)2 Dechow
and Dichev(2002) B3| we} wAde] AS
=743 & Fama and French(1993)¢ 3£
238 (three—factor model)< o238 WAyHo] 2
I 7edE ke #AE Audith o 23 3R
dof o] YE4E BRI aFshes VU E
o] ol Aoz Yebdtt Kim and Qi(2010)
< 29 W 3AEA S o &3 HAde] 4
o] AlA fEeRleR HrtE I vk AM S
Aserion, WAy AL 7|9 A %

AXNAA W49 2R BEAAL 7

L [e]
o 'C7}_1—_‘

2y Agdras H7 -
?7} ok H# - WY (2007)
o] Ao W}‘E‘?i B do] wS4E T
o] AAZol A& A (accrual anomaly)o] Fadte
Aoz Yeiyith, dAde] Ao dd ol Fab
A7E Al e] 24498 E ksl Wi 7t
Fg7t 9= @4 L3k (Sloan 1996). 3
&+ - 14‘4%’&(2007)1‘3 Ao Fo| Eol A 9]

1=
i)
(S
o
o
q
©
re

o
ge npo| gydRegon Adde At
B
& q] e Byle Agel 3@ el Foi
Aow ugkth BAZN wAdel Ao e A%
oA gl do| Ee AT Aol F7h
7| TRk Aew vedt

wAol Ao] A o)de AHHA(earnings

informativeness)dl "lA& &S AHE AP
= &4 5(2009)9 A9} olA€(2009) 9]
A7t Aok €49 5 (2009)2 ‘ﬂ“g"—‘u@] él"ﬂ

=
ue} g7lzelgo] F7h4eE B A
e Ayt $4A3 Byl Ao

= 3719 H7|tjolejdl hat 7} whE-2 iﬂl u

LA M1 A1z 20124 28

B, Adl wee A7) el ol4$(2009)
& wyelel Aol %8 W) Plwold Frey
5018 ol e F(+)9 FBWAT AT
ELE

olggt = AIPAFAIE= UGS FAA
7b e Ao En WEg dxEw, oF F
ZWPW o 443 wedan Yrke A HolF
ATE ERCEF S Al 2o Ao
of wet Z71el wzigolfe] g Fab
o] ogA dEA XS AHE HA A
FAT(EATF 5 2009, olAE 20099 <&
FERCEE S Algal Fapairh wayalo] Ao) =
ol w2k vlejol e SAl el thg TtEAE X

steAlE A EgTE HdA A S 7Y,

o

111

o

2.2 7k

& thgel ¥ 7ot
@A F717h wleel
HEAS BAGY.
ol weh @
= Geo] Fol7} 9]

2.2.1 TN A3} vjgfjo]del thgt F7F HH
7o A

7199 7 EL 9719 v g 3]

< won mgjrizte 7]EHHH”% ol e} 7]7te]

ozt WA #AYE 7/HItH(Kormnedi and

Lipe 1987: Collins et al. 1994). =, #l#}7]

bl o]ojo] S7HAR)E Aow AAHE 4l
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& Zlogel 27H2)e) mid 37t woh M 19 Thest o] Aa
(ohA3, ol

727 Wil mlEeld R B7|e FrlrES 7 1 2Ade] Hol 255 7|99 dA F

UH #AAAE 7RI SR wgolele] F% 7be vge] woldd tg #& HEA

Hgol e BG40l EAlH] wZel FAAL 1| (informativeness)< 7}ZIt},

g 717ke] olofE BHEe] o Fshe A HA &

o} whef BxAE fA o] & The e ol EE 2.2.2 o] Ho] Ao npE ApEAQl Z3

Hie o 2wl 7|3ke] o]oE AFA Sl d S

9 ool wlgoldy Bt AR Frte wE Franacis et al.(2005)°] w2 Lo 2

Fgo] AA Zor oiFET < 3 Ao wgt ZAA 2AAY] A(innate
7199 wolde A dHddEFEEY HAY, accruals quality) 2 2] Ao} A (discretionary
TP gaR FEE 0t O FeAR 53] accruals quality) 2 FEEH. o] F 224 @
A 7ol AEd Aol A Ade] A2 ARGy ST B 7199
ek - 3 - uEel sl JEE Y] wjEel d 2EHQ 54 (innate feature) #Eo] itk
5o vl Aol =rHE - WA 2007) (Francis et al. 2005, p.303). &g & 7}
3], AYAL 718 F A9l o]z Exor 2 BEAA ubydel AL A3 ymx] HEo]
AHZ o] & Aol olgjgt BFgALLE HE  AIAY A s 2ZAHE A" Sl
A 4 A (Sloan 1996: Xie 2001). ¥ A5 Ao|th(Francis et al. 2005, p.303). ¥4 &

ol Ze BHAYe] £LFE FAAL Fh Aolel Aol FgAL =gt BAglel APHE
B 1S BYeke HgeN vidolgnel  Bgee Ao Fakehd A Fyee] o

e e 2 orff Mo o ol o pE

YEE =Y Zlolgtn EskeH, oldg 459 7j°ﬂ7<H =7t wedE o] itk AHdA e
AL 0] F A FA LA FME EF kol 7F At Kent & Routlegde 2010, p.172).
bl Ao el JaF& g 7hs/do] =t 7 AFe 2 Ho WOW olf7F A
SHAIRE WA HO] Ho] gol MAHo] JHAFE  EFHAAHCE Ud FolE, A = o
Fo2 dZds e Hlgo| kAol dAdor  AolE HAglo] LAl °§°d34%:§°§ g
Qg d|5e] Betaido] Fol57] Wil (H - e HEo] BT 7o FARe 7199 v
A 2007; Francis et al. 2005, p.304~305) g oleel diel Al 7IhE A8 o
Tz A woldAEE A )R] 7] W&ol mlefolf P Hel tig Tt E L A

I
Hgolut desEs Bt ] 52 ¢ s olZta B3k ST Al 299 Ho] FERC
1

Zolal, olo] uwtg} nlgfo] BT} |A) Tt vk o] WX &Irf BAA Ly Fo| FERCON
Yule =7t wold Aoz oA B dFe vXe 8YUE F Aolgdue EA &sked, 1
BN Aol E2E A Frid wgold R olf= T 2

7b B E e AETE Fo Al E A ET] 96t HA YA+ (Guay et al. 1996; Francis et
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. 2005; Subramanyam, 1996)¢] w24 ) 7Hd 2 1 BEAA ddol Aol 5E4E Y
%“—1 Hpale] ol golx= Af-= AA F A o @Al F7te mYY woldd o
oltk. A WAl At 7199 mlefd o] #t 3 =& HEA (informativeness) <
A A B (private information)& Aol Hg 7t
dhe ooz wydg AgetE Agoln? T 7 2 20 AFA B Ho] E5E 7Y
HAls 497t 71537 AQl o]z e el o #A Frk= v oldel of
2 I A S ARgshe Aoltt ek AGAt 7 3 =2 A HA (informativeness) &
Ao m el Bk AHH FEE A Ags 7H e,

T FUoR TAAS A Wi AT L 7hd 30 24 BAYHe Aol wfo]fo] gk
Agele] Hol yopxl Fp-opw wAde] de 9 F7ke] FEA vAs o] AFA
Adas LA waol A Bak Zr1Acl LAl Aol wefoleje] ek F71e]
ASFEF @A 7] wEel T o2 g B nlxe &R} A
ool A Astel dsjr= 2 wgetA wed

Aoz digdn. & BdA ool o] Hu

o =&Y (information uncertainty)= ®°le |||, E2ETAM 4 AT

ok & kel R ARl gt 7iA . Ak A

A BN Aoz Gt 713 Fd A o]z

g wgel Fr Byl Eole A9 A 3.1 gio| £

Gk A HE wl o] A E(performance

indicator) 24 3]A0]9e f&Ho] EoAle & 3.1.1 Ao A

5 09k 837 ExlE o] 7] W&l (Franacis

et al. 2005, p.304~305)" B dA3= BAA B dA3E FLOS 239 71z8 @adel AL
ool Aol AjEA Al o Hlg] FERC 43ttt FLOS B3| w& TAde 4o 54
o o 2 9%S vd Aoz Hokth B dATe W oSy 2o WA AA FIdE oo
ubgalo] Ao o] ugl whgdle] Aol FERC & (3] 1)< A=Az I 39245k
J wAE ZI} SEAEAS AWEI) et FPALES AEITY 2 T pE s A4
7bd 291 7Md 3% thedt o] AAsidi Al A (2] 1)¢ %A (predicted value)S 2

]
7l At (residual) S AAREE 3 t-4715H t7)

) A Al ARl Bko @ QI3 P oAl Beta Ay TAHo] A7) Bt Aobdsithe A AEA wAde] AR
24 o f84ds é‘%O]L 237} ate AL 9u)atH(Guay et al. 1996).

4) Francis et al.(2005)] w2 B2 ““E"“ o] o] Ak uHe] Aof ulg] AEH Lo T 2 QS nFth 15L old
AZE AFgH Gl o= AR H 71339 AQ o o’]l-lx—;g%7]9} 7190l AHEAREE Al A S 2 t
o= Mgt

5) ¥ dAte 24 A=EE A4 107 o]l 719 48 7R AS dide g (4] 1)& Fs

rzi
g
_o'_yl
e o
23
fol
offt
N
N
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Bre oM MEE
7HA] BAZRe] zhake] FFAAE Fa T Aol 4 AR Ao Ay Ay
Adg S Ao A Avde AL 1 Aol Az Felete WHES o 2ok WA
T fredAde] dYdTsEeR AYHA ¥ A APIEe dAeER (4 2)F dxd I¢
= F29 ol Ate S oush] "ol & WA ARt FHATE e a1 T AA
Yool o] o Zlow & ¢ Stk AoA (2] 2)9] A (predicted value)E #F
sl Zab(residual) & A4k, o] wf (4] 2)¢]
TCA, = ¢y + ¢, CFO, _, +¢,CFO, +¢;CFO, 42 (predicted value)7} BIZ t7] j 3JAbe] &
+ ¢, AREV, + ¢, PPE, + 1, = 1) AR wAdle]l Aol wH, (4 2)9 7L t7] ]
S|AL] Al A do] o] "} WA A3
TCA; = t719 FELYY(=af5A -5 SEA DAY da AT TYYe] A= R
A-rBERATE7I2+ AFEIR7IT e Y S F4oz Yehd o33 2o
)] /B ARt
CFO; t719 J9dFEE/H TR _
AREV, = [(1719] wZa)-(t-17]¢] wj2a))/4 AQ;, —)\0+)\]5’zze]~,t+)\QU(C'F0)J-¢+/\30(Sales)j>t
Ak + A\, OperCycle;, + \;NegEarn;, +p = (4 2)
PPE, = [t719 #3At 9 7L F9-EA
o AN = Fol 2ol /z F -~ - ~
% Ad 3 Apde TR Inate AQ;, = At /\1Sizej>t+/\20(CF0)jﬁt
31.9 244 wgde] Az} A2 wgele] +)\3J(Sales)j¢+)\4OperCyclej,t+)\5NegEamjAt
T (4 3)
FLOSE o)A wydle] Ao Hax uiele] DLSCAQH l;:r ...................................... (A 4)
A (InnateAQ)Z A4 TN A (DiscAQ) =
TEE. o TN 227 DA A2 7t AQse = (3 D& o83 73 jEre t7]
%(Size)% YYABEEE EEUA0(CFO), 7] e waae
= REE InntateAQRi; = j3AFY t7] EAA dAdo] A,
ZHe] 7K ol Sales)), BETET71(OperCycle), nntateAQ J(i ;] o izﬁlaﬁ 2
PN . ro = T
e EARMAEIN Farm)t @& TP piag, - e vl A%A waes 4
Aol BA# g9l(innate factor)ell <3l 2% € (4 9)e] 23}
. B A+ FLOSY Y3 1099 rolling Sizej s = jBALY] 7] AakEol(WEky Thy))
windows Ab&d] BEAA wade AL =A3) o A= %
AR o(CFO);; = A 10l Z2A AAR j3Ate o
6) 2 A7 AgdTel FUsA 42l windowdE 570 ©]% «] A3 :r““‘;} Windowd 2 873h= #3539 M5E =2
29 ATIE & 279 F8 AZAAE TR FAHE 208 ekt o e Ak B 979 e 432
windowd 2 278l= #5329 gl 3 dge WA °L{—E}E g o] 3&‘?}.
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wygole] o olzfolejol chet F7t MK nlls Y3

AHTaE E%?iz}
o(Sales);; = A 10 ZA A j3|ALe] o)

=99 wFAA} o] Bl
OperCycle;; = j8Ate] 01%4{3%-7—719] A2 g

NegFEaer;

it = za}

(4 5)ellA UXi# AE (X)) e o9l g F
Azl 71 E JepdY 2y B 7|t
at7] wzol] o8] (proxy) A&l
oottt wepx 34 AgAF(Lundholm &
Myers 2002; Tucker & Zarowin 2006: Choi
et al. 2011 §)E2 Xi®t XiE ol &8l 2719
H71tol 9 (UX) <, X3 R3:E &8l mlgf 7

3.1.3 vlehol g% tolele] WEHAE(X,.)E 245 9ed, ol
9% Wee Wgdlel (4 5T 4R Bedt
B ApdA A4 Fh vl gug g gy

1 %e e

Lundholm and Myers(2002) ¢l
A AREE mlg o]l RS A4 (Future Earnings
Response Coefficient, FERC) E3< o] &3
=743ttt Collins et al. (1994)3% Lundholm
and Myers (2002)¢] wWaW 979 F7l4dE
< 2719 HZ e mjE 7]7ke] 7)ol e
Hstol] ofs) AR =, mejr|zte] Z|iuide] ¥

st= v 7lelele] wWster B #HHEAE 7t
Aot webs G719 FhEES (4 59 2ol
3719] H]7]the]Y (unexpected current earnings)
3} vl 7]djelde] W3l (cumulative change in

Ry, = By + 81X, + ByX, + By X3, + B, 13, +¢,

ol 3L 127443k ol

Xer = t-1719] G7lelel/t-17] $5Y o %
SECREEE
PN

3NE

X, = t719 @rieold/t-17] FEY °olF 3
A9 Al7FEH
X3 = t+171%8 t+371701] 3d7t B71elee] &
=

A/t-171 8L o]F 39 A1- A7ley

expectations about future earnings) Z]x R3, = t7] €8 o|F ALY 3d3t9] mdHF
1w0] Z(noise) o] 4 UER 4 9 TeE
g =22
R, = Bo+ﬂ1UX+Eﬁ2AE X)) +e (21 5)
"~ 719 B7Ideld(UX) L t7]19] Hareo]<elA
7}_/\%01 oq"‘ VK oo1€x7l~
& _ 9ol 21s0l s ,\151 ESEIRC Ot 19] 101 o] 3 Hste] A
Ux, = 97]9) H7]de] 9 (=X-Epi (X)) et 2y 719 7)ol #Eo] Erbsel
AE (X)) = t719] 4% v 7]djol el wst 7] W&o FERCEE-S FAAE H7]9] Haele]
o = (X)& o (719 o9g d2g Ao 7}
7) ¥ A3E Lundholm & Myers(2002)° we} t-17] 8L o]F 3709 Al A7FEd S o] &d] X, X, 231 X35 AAKL
o} t-17] T8Y o|F ML /‘Vu AZFEA Al t7]12 A1EY A7MESE o] &8 X, X, 283 X3:E Altsltiele B AT
9 F9 AF5A%E adE 4 Ao eyt

LA M1 A1z 20124 28
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gt (Lundholm & Myers 2002: Tucker & %71 3 "7Izte] H7]je]ejo] 245 ©7]9
Zarowin 2006: Choi et al. 2011 5).Y W}  F7j5olge xgo}@ dO]Ei B p ol
A @719 H7Ideld e Xt Xeo R U &
Ea e E

gkl wle 7lielele] WS AE(Xi+))E t+i
719] olejell that 7% Aol Fapake] ZltiAle] 3.2 2YAE
A 712 AlAe] Fakake] 7RIS Abgdske] AR
g a2y 7183 ]2 AFCAM FARe 7] A7 FaFA2 e Ho| ulgioled|
HAE #Zo] Erbestez FERCEZS H4¥"  oiF 371 HuAd 93
< o

ngo] e (X3) 2 olgsl wrizte 7ldjo] ¢ ol gl & Ate (4] 6)d wAde AZ
233 Lundholm & Myers 2002; Tucker Ve E AQ9t AQ:SH 7129 AwHE 7t A5

& Zarowin 2006: Choi et al. 2011 &). 34 FEAFE T (4] 7)< o]&dtt Lundholm
Tk AdE vlefolol= 7] Al oS vl & Myers(2002)¢l wet & e o]e] it
olele] WgHE ofe} t7]'d AlHl WA dS3A] 3]7 g (mean-reverting nature)= 7F4 o]
23 wjef ojofel Wz} ek TEo] 7] wiEe] kA Hokh webM X9 dAAFE &+0)9

273 ¢ A (measurement error)7} A3 o8 FE X0 FAAFE F(+)9 S R Aow
& e A Axgey] o) APATs AAAH £F X359 AT FHH) @
< 3

ARFel nr|zte] $9E(R3)S AW R3S AATE 209 @S /M2 o=z o4
2 ¥3sta JtHLundholm & Myers 2002: At (A7) BAMSE AQX3E HA
Tucker & Zarowin 2006: Choi et al. 2011 o] A(AQ)E (4] 1)olA ARl ko] mFHAL
). &, t7]d SR Xg mEole ®sle 0 = 2

HM”A Fogd dFe A 740] 71 Wl Aol wge

Xi+i%t R A oA 23 A5 mld) 71 Aol w255 vl EH?'SJ F7hel EAgol

tholelel Wists Hop Hgte] £4d) d = o Fold Zlor K| wjid 7Hd 1o] AAE A§
(4 6)] Bre Aol AS(current ERC) B 3 &9 & /M Aoz ogec

E, B "ol ditSAS(FERC)E YERITH

8) FERCEHIA X& X3t e olfre FARAPE A7) olds 713—‘?—_ t7] ol9el g 7IdE F4PE W AL + U=

UX9] 4028 wgap] s Aelh. &, X9 AASF7E el & /l #e 7HRTgE A FAAL t-17] o]Ydl| 7]

t7] el dig 7dE AT A nldiH, o] Afelle X9 Xt 15 B0 3 xeof B71¢] Hl7|dolol S Bt A

23] 23 5 9

X3 gAAFY v/]ﬂ FH )9 #e /HtE e el g B @Al Fote] F-3] frd=o] ke A Ve

2 A7 AQ AQX:, AQ<Xi19l 3HAFY B39 tisiME oS 0}1 oSk E} 2 A7 54 ‘3"“4 4 3 AAY 7

719] F717 8 vA e JEE AEe oy B} WAl Ho] vt “H o] Bt ‘r7}°ﬂ Hhds s P=7t doprl A

% "U:]E Zol7] Wzel] AQe AT tsixe FoE 5314 °L°L‘3} AQX St AQXi-19] EAAITFE A Hol
S ) AR} wgz)zke] ojeWEd] that proxy=A mlElo] ) K (future earnings news)dl T 51 7}3*1 ESdFEdd B

7] ‘“L A7])0]YA B (current or prior earnings news)l gt 71535 EQohH 98 F(+)9 718 Ao o AEL,

rr

9
10

= —
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wyotol ol ofzfol<fofl chet

Ry = [y + 01X, 1 + By X, + B3 X3, + B, £83,+ B;A G,
+B6AQ, X X, | +3.AQ, X X, + B AQ, X X3,
+B,AQ, X R3;+ ¢,

R = t-17] 24 o|% /ML FH 127187t v
L

Xe = t-1719 B7Ieold/t-17] At o] 371
Al Al7}EH

X; = t719 @leeld/t-17] A o]F 374
A9 Al7FES

X3 = t+17]1%E t+37170A Brielde @A/
=171 Ak o3 3744 A1xle) A7k

R3; = t7] 22 o]F 379y 3dzte] njdu &
FIE

AQ = t719] WA A

&t = Zl-z]—

3y WA Ao g Ao ug EAA @

A 2 akxq Hlxgoﬂ_o/] A

Aol A(InnateAQ:) =
(DiscAQ)E e, 1 gto] 242 WA

Aol vk, BAH WY Fo] REFE vlgho]
PPast @A Fl MR Yot FolEH

gel KT 2009 @
G843 eI A A B 3
27 2150 Gl RUT S0 %S A A
o dyEth 59, AFH YA Fo] %g
W £44 wgelel o] % W £}
dolegng A4 Frd wedshs 42 o ¥
FoH o] el Wel © 2 2009 @S A
Aoz o8,

A% el Aol

¢

|

(<]

F7t Y2dof| njxle

Ry = [y + 0, X,y + By X, + 53 X3, + 0,23,
+ Bynate AQ, + fghnate AQ, X X,
+ B hnate AQ, X X, + BeInnate AQ), X X3,
+ Bynate AQ, X R3,+ 3,(DiscAQ,
+ 011 DiscAQ, X X, + 15DiscAQ, X X,
+Bi3DiscAQ, X X3, + B, DiscAQX R3, + ¢,

InnateAQ@; =
DiscAQ: = t71¢] A
ek W Hele (4 1) %

o
HJ

3 29 74

2 A7= KOSDAQ Aol 7H3et 1997d%
2] 2007»1“>77}x] 717t Eok wjd T grlEd 2
TG AFE V1ds Wl R B4
Job1? gk, ol 2Ad HRete ASdE
FEAA AT,
TE9el &ote 714
(2) Aol Wgo] & 719U
Kis-Value M, TS 2000 =% FnGuidel
A ged AFAEE 95T F fle 718

AL

AA]

it
=

2449l S8 71%—3 ARARS FA, AR
3} A 2G93 Aol ge 93
8 g e Asla

1=
1o u
_>:,
i)
ol
o
0
u:

vlgjo]dF Bl 7| (E A7) H Zh o#lgt thAl(substitution) A7 EAEA] GErhd & (
1S 71 A g oAdtH(Lundholm & Myers 2002 p.816).
83P7] wWEol EE7]Zte] 200772} e ke AAl A5= 20109704 AF

v
gj\?:

J—
—

Q7E 34 F9 0|93} F71rel 8ol 3
12) & bl Aol
22 AARE FeAS WA Aste] 199743} 1998

Fo AZAE 202 $A5E Ao et

LA M1 A1z 20124 28

IMF $18517] 71ke] Z3hslo] sik. Saslr]z g R4l Bek
dg Asshn B4 AN 23k o A0E ASlelehe 2 a7

&) EE EAA folgol
g3l

$4o] ¥ Ao 432

149



EERX

d= FEF 5 (%)
1997 7.30
1998 7.46
1999 7.37
2000 7.18
2001 7.25
2002 7.16
2003 7.44
2004 7.58
2005 12.94
2006 12.63
2007 15.69
A 100

g WEol glE JIg-Axe A V. 45242

Y AR A4g WA A3t WA

ol i) 20 ARAREI EAel7]

Aolelel tig F7hukgol w4 4.1 7|=E

gt 719l A 98 2 AR

FnGuide$t Kis-Value MelA F23}
FAEE TS 2000014 =3 A3t
E d4es FEX (outlier) 2 Q13 &

9= 9 wee £42 2ol Aal 4 - a9l

SRS LA
A, ol% 2
5671719 71%-41
S

of 4 Bud 79 oF 24%= UEHIL, t
719 B7lweld s 712 AR eE i X9

o
SEE 8% = Yebgth, T3 t+171%E t+3
71744 37t olde] FAE 712 AZkEde s
U X359 ek X© oF 3.58=, o] HE

13) & AellA AHEE 5671709 Ee3t myd

3 Z19EIE A3, $£9740] & AR Yt & 97
A7) ekl B AFlA ARG 5671709 EEE ATRSE ROAS 7]Eo2 F 719
A(n=2,836)14 & A7 AFAA7}t 2= FAHEAE AvEsith
Yo g M & =i 2 ASdde dAR fFAHE Ao eyt

¥ 79 23t 13RS Ak

o

=
AHow ke ¥, A} ROATH F1kiu
$4923) gt A4 ool e 18
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wolol Zo| of2folefofl chet F7+ YEH| ol S

( 2) #2 =0l et 7lesAHZ (N=5,671)

85 A ﬂ;ﬁ Axg | 5% | FE& | B% | AN
R: 0.21 0.74 -0.84 -0.29 0.04 0.49 3.27
Xi-1 -0.07 0.81 -5.73 0.01 0.08 0.16 1.22
Xi -0.04 0.81 -5.64 0.01 0.08 0.18 1.81
X3 0.14 1.70 -8.21 -0.12 0.28 0.68 5.85
R3: 0.42 1.32 -0.98 -0.41 0.03 0.78 6.51
ARk 0.10 0.06 0.02 0.06 0.09 0.13 0.39
InnateAQ®: 0.09 0.16 -0.15 -0.03 0.05 0.16 0.55
DiscAQx 0.01 0.17 -0.44 -0.06 0.05 0.12 0.35
MV 330 2,779 0.21 20 42 108 92,798
LnSize; 17.78 1.44 12.27 16.83 17.56 18.50 25.25
Losst 0.24 0.42 0.00 0.00 0.00 1.00 1.00
Growthy 0.19 0.63 -0.90 -0.05 0.10 0.29 22.39
EarnStd, 0.53 3.28 0.00 0.06 0.13 0.31 188.63
1) W9 49
Re = t-17] T84 1% IMLHFH 120127 vYE A4 E (buy-and-hold returns)
X1 = t-1719 B71Eeld/t-17] FRY o|F /MY AlF Al7tEd
X, = V1l lelel/i17] F59 ol F DAL A ke
X34 = t+171%8 t+37174A 343t = l+°l°‘4 FA/-171 FEYL o5 ML AA] A7
R3: = t7] £8Y o|F I/YFE 3d Q) B2 & (buy-and-hold returns)
AQL = \ﬂalxgoﬂ,] 7d
InnateAQ; = 47 wxdo] A
DiscAQ: = A4 29l 4
MV, = t-17] 8L 1% M€ A AZEA (HAd @9)
LnSize; = t-17] T8Y 1% ML A AZEA (HY 29)9 A=z g
Loss; = XgF 5(-)9 #E 79 1, ofJ™ 0
Growthy = t-17]1%8 t+ 171714 FAE7H
EarnStd: = t7]%E t+37171A] 7)ol xFHA)
717 B 7199 Tz F2AQ st gl Z2 & 498 AL #s Zde JeE 5 dy
Ree Yrlgtt ¢ dHdFsFoR AdAHA T&og (F 3)e Fa WE 7h9 Ana
23 e AAE Jehlls AQS Ha2 AAsE k. @719 F7HA & (R) 2 3714
0.100]3, o5 #44 wAde] Ay AFd & JAF(X, X, X3) Alelde Atz &
gele] Az RIS 9 27 PyEe 0.00% o ABWASF B Aoz vehgr) T
0.012 Jeiyth. a8y 393 & ¢ 0.059 Ao AZ Yehlle AQe 71 12 71%k
e Za glo] B A AR ASAL A oY 9 A EY fod 5(0)9 R
9ol 2 kg e W, A9 Bgee 9% B 2 e Ao det oleld Aske W
AYSIAT ma12 M1Z 20124 2% 151




R Xes X, X3, R3, AQ, i
Xe1 0.07
(0.00)
be 0.13 0.37
(0.00) (0.00)
X3 0.10 0.04 0.20
(0.00) (0.00) (0.00)
R3, ~0.09 0.08 0.11 0.32
(0.00) (0.00) (0.00) (0.00)
AQ: -0.06 -0.18 -0.13 -0.06 -0.10
(0.00) (0.00) (0.00) (0.00) (0.00)
InnateAQ:  -0.06 -0.28 -0.23 -0.14 -0.04 0.47
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
DiscAQ -0.03 -0.07 -0.03 -0.01 -0.10 0.86 -0.01
(0.01) (0.00) (0.02) (0.67) (0.00) (0.00) (0.33)
1) ¥ge] goe (& 2) =
) 23 e p @
9 Aol ¥&4E Huoldo] Ax, F/edE & FAAAFT $0)9 #E U AS, B2 39
& Ewthe AS gudth (& el He wiet of do] FERCY 37k 7H e AoR 4
ol EYWS 3t FuWAE A Fol Tl F U0
4o #AE 2A %L Aoz aaHEng Y 1€ AQE welshA 9e 71249 FERC
Zgolx, =g 29 2g 32 7|24 FERC &
4.2 3l72A 2zt o LAY A(AQ)S F7IE neg ZFc]

(continuous variable) &2 =% 3]
SEFE AQS #ol AAY] wiie] AHRso (23 2)¢ 9 (fractional rank) 2 %3

Aol AR BRG] FARIGQ(VIF) S AHE A (4] 8)oA Fazgrige AMgor g VIF/F 105 233}
Ao & Vepgth Jaccard & Turissi(2003)d] wam dukd 02 main W4et A5 2A4HE 71 28 b3z A7t 5
%o main B¢ T =2 tds5eAAge] BAZF ok B dT3e RE FEUSFE 91, X, Xi, X3, R3, 2812 AQE A
ISR ke FIARY 19 RE TEHUFE 3t Xo1, Xi, X3, R3;, 2811 InnateAQ® DiscAQE AHWSFE sk 3
28 29 VIFEZ Faf Auyt E423 9Rg 19 VIFE 1.05~1.12, 3ARY 29| VIFE 1.13~1.239 #& 7KKNE A
o2 Yeht (4 8)°llA main W 7 A EAle A6 ¥ Ao degtt 3 e gl Ago R Qg o
T3A39 9T 438l7] 9131 mean-centering 7IH AME] BAE T AAEE Woll® & Ao F8 A5A7E O]
2 fAEE ez Jeyt

L e

o
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wolol Zo| of2folefofl chet F7+ YEH| ol S

(& 4) dholo] Zlo| FERCH| D|Xl= Ezfof| &5t 3|7 EA 2ot
Ri=ap+ a1 X +aoXe +0a3X3s + auR3y + a5AQ + apAQux X1 + a7 AQyx Xy +asAQx X3y + agAQyxR3; + ¢
epe Predicted v 29 2 23 3
Sign Raw AQ data Fractional rank AQ data
Intercept +/- 0.240** 0.276** 0.262**
(26.575) (15.681) (13.612)
Xi-1 - 0.029* -0.036 -0.050
(1.694) (-1.092) (-0.965)
X + 0.103*** 0.132*** 0.139***
(6.283) (4.180) (3.019)
X34 + 0.052*** 0.137*** 0.152%**
(4.853) (7.332) (6.196)
R3: - -0.079"** -0.103*** -0.110***
(-9.634) (-7.665) (-7.509)
AQy +/- -0.418** -0.052
(-2.470) (-1.473)
AQ* X +/- 0.277** 0.101
(2.170) (1.625)
AQX; +/- -0.207 -0.059
(-1.453) (-1.049)
AQxX3; - -0.675""* -0.165™**
(-6.030) (-4.623)
AQR3; +/- 0.158 0.050*
(1.222) (1.864)
F=10.88 F=11.36
(B +) =0 (p=0.0010) (p=0.0008)
N 5,671 5671 5,671
Adj. R*(%) 4.0 5.8 5.3
F-value 35.872"** 27.820%** 21.462%**

1) SAAGFY BEAE
procedure® ©]-&3t
2) W Ao (F 2) F=*

3) %t e 242 10%, 5%, 1% FFNA o8 vepd

™, kR E
M
e —

s

b
oy o
ofo
:Oé
o
ol

T

N
S
I
Ll

+
N
5

N

é
2
o
>,
flo
SR

FA 3

LA M1 A1z 20124 28

ol ATV dRE

w337l Y8 White(1980)"s method$} firm-level clustering

A= 9 (fractional rank) =
Arlgs /e -1 g
A AN E R AR -1

23 194 X9 3AASF(ERC)= 0.10302
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1% FxAA fFrfat F(+)9 a=
2 Ut olejdt e Brleelde] 245
3719 F7teEol e AS HoEr X359
FJAAG(FERC)E 0.0522 1% =04 9
g X+ g= e R JEwEY. s

Lundholm and Meyers(2002)2] 239} L3}
= Aoz gAY Frlo] mlglold Fa HHI}

T E Ao

— AN—

o] ke A& HoFn

2y 29 29 32 Al Ho| =2 7|9n
ahalo] Aol ve 7]¢] 7k FERCH o7} 9l
EAE BoFt 2 A3 F2 I AQ:
xX3:9 AAAFE B8 29 Y 3M EF #
o9 &9 % Mt— Aoz JePdt AQpx
X34 ﬂﬂﬁ]#—% g 20ME -0.675, =¥ 3

W— -0.1652 F g BF 1% Faolr A
rold e 7}%} o] ¥ |
%ﬂiv} HpAjale] ol & 719 dAl F7tol vl
goldg Byt o @ol wdE o] Sitke g oy
e AeR 7 18 AR s Aoy
2y 39 Z#E Fa TAde] Ho] FERCH
e Y] A7|E AYEY o3 2 29
3ol AQi= 0F-El 14tel9 ke 7 =H, 24
de] Fol 7Pg e 7199 AQE 1, HAYY
o] 71 =2 7199 AQE 09 #E 7Hg
wreEbA A - oA B Ho] THF =
< 719(AQ:=0)9 X3 IAAAF %2 0.152
olx, WA Ho] 7} & JH(AQ=1)9
X398 BAAF #HE -0.013°1tH=0.152-0.165).

2 A welz
ol WAl Ao FERCO) HAE 93 7]
GRS A @ W FANA FE Aol
AQrXS ARAFE S0 @g MY, B
A9 felge g Aoz det ot B4
2] Aol %) o] U Frhe

o arldE FE ke
ooolg@ At wade @l F7h Puy
] 3ES- 5

ol
S B2 AQxXi9 IAATE Foe
F(+)9 #FS e AoR Yeylt, o3t 2

]_
do] Yg5E B} 3Hole)y
2 )22 vgolele Wad gd e 94

=
& 7hedel wte Ae qu ZD} 1)
2

Zo] FERCOﬂ n)x)E ko] YA =AE 5_41@
7%,]-0]1;} 1& 244 tﬂ-/\goﬂ_q A3} ZH 22

, 23 2v e

(fractional rank) 2 &3S we] Zzjolt},
X439 InnateAQx X33 DiscAQxX3:2 3

e Fo2 209 4e MM, g 2

F= 1% T4 SAAL FA8& K= A

15) 9719l Fokrelge 9719l wltele) (UX
FAARE vlelolel S ol FE Ha ola)

71599] A tlaplde] olelg A A 439

Jf} ”]ﬂH 71to] ¢}

& S “ﬂT"ﬂ 2] Z2]0) 728 AR (X)) S
& 71 W2l ASA7} ofz} FA <]
£ benchmark® A& 7FsAd¢] ek (Lundholm & Myers 2002, p.816 & 826). A7} ¥A 2|

1o "G (AR (X)) 2 A2 F ‘}lﬁ} el Aol =

< 7199

2o, wele] do] vhe
oA RS AE(Xi+1) 9 proxy
o|AFEE AR (Xi+i)

«1 proxy £ benchmark® AM&-3Hha wlefjold g B ET} A0l YR} B} value-relevantd AAH AFA37 yepd ¢

o]
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wayohe| Zo| olzfolelol chet F7t Bl olxls ¥

(E b) 22 Zdolo] 2t x2kY golol Zo| FERCO| ojxl=

= 0tof| 2ot 2|72 2ot

Re=Bo+B1 X1 +B2X; +B3X 3¢ + BaR3: + BsInnateAQ: + BsInnate AQixXi-1 + BrInnate AQix Xy
+ BsInnate AQ:xX3: + BolnnateAQ:xR3t + B10DiscAQ: + B11DiscAQex X1 + B1aDiscAQex Xt

+BlSDiSCAQLXX3L +Bl4DiSCAQLXR3L +e

v 2= Predicted 23 1 5y 2
T o g 3
Sign Raw AQ data Fractional rank AQ data
Intercept +/- 0.291*** 0.263***
(8.439) (8.668)
X1 - -0.069 -0.088
(-0.647) (-0.873)
X + 0.315%** 0.362%**
(3.378) (3.668)
X3 + 0.236%** 0.224***
(7.745) (7.709)
R3: - -0.129*** -0.150***
(-4.889) (-7.882)
InnateAQ: +/- -0.690* -0.027
(-1.889) (-0.688)
InnateAQ*X¢ +/- 0.636 0.074
(0.798) (0.647)
InnateAQxX; +/- -1.851%* -0.360***
(-2.483) (-2.976)
InnateA@*X3: = -1.582*** -0.202***
(-6.186) (-6.011)
InnateAQ*R3; +/- 0.413* 0.077***
(1.670) (3.031)
DiscAQ: +/- -0.432** -0.066*
(-2.228) (-1.920)
DiscAQx Xi-1 +/- 0.233 0.096*
(1.259) (1.743)
DiscA@< Xz +/- 0.078 0.017
(0.387) (0.315)
DiscAQ*X3; = -0.493*** -0.081%**
(-3.358) (-2.611)
DiscAQ<R3, +/- 0.194 0.041
(1.074) (1.514)
F=12.32 F=6.79
H=his (p=0.0005) (p=0.0093)
N 5,671 5,671
Adj. R*(%) 6.5 6.8
F-value 22.130*** 19.705%**

1) FAAGFY FFoAE FH T glo] o] B I A7) AHE wHs] 18] White(1980)'s method®t firm-level clustering

procedures o]&3t
2) W4 Aol (& 2) F=
3) %, e A7 10%, 5%, 1% $ElH F93H vehd
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[
>
02
N
ro
rx
Rl
ol
HA

o7 Yyttt ol 2AA TAYY 4 e A FagAQ X X, | +a;AQ X X, +agAQ, X X3,
FA e o] WeFE FERCZE SoldE +ayAQ, ¥ R3,+yLnSize, +yLnSize, < X3,
wolFe Ave M 2 1% /M 2 28 AAse + 73 Growth, + v, Growth, X X3, + v, FarnStd,
Aot ¢H 2AA DAY A3 AFH LA g BarnStd, < X3, + €, e (4 10)
dio] do] FERCe AHdAQ g5 mAeA 4

HE7] S8 F-test® AAIS A3}, InnateAQ:x LnSize; = tfl?] A o]Z 3/0Y A-] A7
X3 AAAF7} DiscAQrX3:8 FFAFRTE (A 2R Ad= o) o &
0 o] =] o ° - H-9%= U ZE9 (factional rank)
fFelatA 2 509 #E e AeE Jeh Growthe = 17158 t+1717174 SR %
th ol= AR 9w o& WA Ho] g Aol o) A

ofdl ZAEn 99e 2gHPoR Qe 2 EarnStd, = t71%¥ t+371714 @7lseclele] EF
Aol Yol ol FAAL vlgol g HE AA Ao o H-AE Ul s
Foh weshe 4Eg nr 2 Fom wpgy TR AAR (D 2=

AE BT A7 7 38 AR sk Aol

Ry =0y + 0, X,y + o X, + 03 X3, + 0,23,
+ Bsdnnate AQ, + Bylnnate AQ, X X,
+ B Innate AQ, X X, + Bglnnate AQ, X X3,

4.3 2714

4.3.1 BAWSE Z718 2AAY +Byfnate AQy X H3,+ fy DiscAG,
+ B DiscAQ, X X, + [15DiscAQ, X X,

(F 6)2 AgPAFeA ERC == FERCY = P15 DiscAQ, X X3, + 0, DiscAQ>X 13,

71d] dgkg mZAttn W H4ES EAHSE +vLnSize, +,LnSize, X X3, +;Growth,
2k (4 DB (A 8)F SRS o, wadel o, Growth, * X3, 4+, Eamstd,
o] FERCel vAl& &35 HolEtH(Ettredge et e BrnStd, X X3, + e, eeereeeeeeees (A 11)
al. 2005; Lundholm and Myers 2002: Orpurt
and Zang 2009: Tucker and Zarowin 2006). (21 10)2 (& 114 LnSizeis 7199 HE
(21 100 (& 7ol SAMFE 7kl gigt = 37 (information environment)< YeR=
golx, (4 112 (4 8l FAMFES F7kl  LHFRE AR APdTFo] 2w 727}
QEH??J ol ¥ 55 odd d o i FAe] ol 5o

s

D}(Kaszmk and Lev 1995; Johnson et al.
R =ay+a, X, +a, X+, X3, + B3, + a;AQ, 2001). 714e] FAlol= mlefd ol &gk HHI}

16) ¥ A= LnSize9t Growth, 12|31 EarnStdE d&Wa7} 0}‘43} A= ol Al e R ARG g o5
WS Agu] Je 2 ARG T8 A2le VIF/F 108 238 Aoz Yeidt uebd tsgide 4071 das)
A A 8] el 2 AFE Tucker and Zarowin(2006)°l wha} LnSlzeS’Jr Growth, 2|1 EarnStdE AH-A= W Auie
919 FeZ ARG EFct.
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sd A: Aol Ho] FERCY HA= ¥ (BA

wayohe| Zo| olzfolelol chet F7t Bl olxls ¥

(% 6) SHEs

W F7h)

Ri=a0+ a1 X1 +aoXs +a3X3t + uR3; + asAQ + asAQe < X1 +a7AQex Xy +asAQex X3 + agAQ xR 3¢
+y1Control; +y2ControlyxX3; +e;

- Predicted 5231 52y 2 523 3 5y 4
T o . o

Sign LnSize Growth EarnStd Total
Intercept +/- 0.429*** 0.143*** -0.092*** -0.088**
(16.884) (6.473) (-3.356) (-2.332)

X1 - -0.016 -0.052 -0.018 -0.015
(-0.518) (-1.594) (-0.558) (-0.495)
Xi + 0.133*** 0.114*** 0.125*** 0.110***
(4.226) (3.656) (4.166) (3.717)
X3 + 0.054** 0.130%** 0.647*** 0.512%**
(2.440) (6.166) (14.663) (10.061)
R3; - -0.113*** -0.100*** -0.138*** -0.142***
(-8.627) (-7.417) (-9.864) (-10.228)
AQ: +/- -0.531*** -0.406** -0.418™ -0.507***
(-3.235) (-2.542) (-2.484) (-3.235)

AQ Xt +/- 0.285"* 0.312** 0.288"* 0.316**
(2.193) (2.464) (2.264) (2.468)

AQXi +/- -0.168 -0.187 -0.170 -0.110
(-1.300) (-1.332) (-1.224) (-0.890)
AQxX3; = -0.489*** -0.654"** -0.581*** -0.430***
(-4.493) (-5.983) (-5.309) (-4.158)

AQR3; +/- 0.140 0.162 0.183 0.188
(1.086) (1.266) (1.399) (1.443)
LnSize; +/- -0.296*** -0.188***
(-8.136) (-5.253)
LnSizex X3 + 0.209*** 0.178***
(5.530) (5.886)
Growth; +/- 0.261%** 0.239%**
(7.392) (6.635)

GrowthxX3; + 0.003 -0.033
(0.106) (-1.260)
FEarnStd; +/- 0.599*** 0.568***
(14.997) (14.136)
EarnStdx X3, - -0.575%** -0.489***
(-11.954) (-10.126)

N 5,671 5671 5,671 5,671

Adj. R*(%) 8.6 6.8 12.9 15.3
F-value 24.696*** 30.134*** 40.976** 41.370***
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(B
sd B: 2dA el A3} A wyde] do] FERCe vAlE

6) SHEHTE F7

ro
rx
Rl
ol
HA

tat

aFEA 21 (H5)

23 (EA

W% #7h)

Ri= BO + B] X1+ BZXL + B%XSt + B4R3t + B5InnateAQt + B@InnateAQtXXt 1+ BﬂnnateAQLXXt
+ BsInnateAQyxX3; + BolnnateAQ:xR3y + BroDiscAQt + B11DiscAQx X1 + B12DiscAQix X
+B13DiscAQex X3¢+ B14DiscAQi*R3: +¥1Controly + y2Controlx X3 + &

W2 Predicted = 2y 2 23 3 =23 4
ST Sign LnSize Growth EarnStd Total
Intercept +/- 0.542%*F 0.141% -0.056 -0.009
(11.853) (3.557) (-1.378) (-0.163)
X1 - -0.040 -0.098 -0.106 -0.105
(-0.400) (-0.927) (-0.994) (-1.059)
Xt + 0.304*** 0.287*** 0.311%** 0.273***
(3.158) (3.171) (3.654) (3.167)
X3 + 0.078"* 0.230%** 0.708*** 0.523***
(1.993) (7.090) (14.527) (8.631)
R3: - -0.120*** -0.131%** -0.178*** -0.172%**
(-4.585) (-4.954) (-6.602) (-6.451)
InnateAQx +/- -1.600*** -0.464 -0.872** -1.268***
(-4.216) (-1.281) (-2.411) (-3.393)
InnateAQ*Xi-1 +/- 0.490 0.781 1.074 1.064
(0.661) (1.000) (1.348) (1.455)
InnateAQ<X: +/- -1.683** -1.738** -1.830*** -1.543**
(-2.206) (-2.409) (-2.642) (-2.219)
InnateA@xX3: - -0.698** =153 -1.325%** -0.593**
(-2.532) (-6.148) (-5.446) (-2.228)
InnateAQR3; +/- 0.237 0.452* 0.574** 0.495**
(0.975) (1.836) (2.325) (2.032)
DiscAQx +/- -0.319 -0.484** -0.364* -0.355*
(-1.640) (-2.550) (-1.803) (-1.806)
DiscA@*<Xi-1 +/- 0.341% 0.248 0.194 0.275
(1.849) (1.344) (0.962) (1.410)
DiscA@x<X; +/- 0.125 0.091 0.109 0.160
(0.624) (0.463) (0.561) (0.824)
DiscA@x X3, - -0.502%** -0.481*** -0.435*** -0.440***
(-3.434) (-3.367) (-2.933) (-3.079)
DiscAQ<R3; +/- 0.146 0.187 0.158 0.131
(0.803) (1.033) (0.828) (0.683)
LnSizey +/- -0.325%** -0.202***
(-8.645) (-5.410)
LnSizex X3, + 0.193*** 0.170***
(4.900) (5.089)
Growth +/- 0.254*** 0.235%**
(7.025) (6.456)
Growthx X3, + -0.002 -0.032
(-0.077) (-1.237)
EarnStd; +/- 0.604*** 0.572%**
(15.423) (14.356)
EarnStd»X3; - -0.552*** -0.482***
(-11.425) (-9.790)
Be=0: F=0.35 F=12.09 F=8.58 F=0.22
813 (p=0.5533) (p=0.0005) (p=0.0035) (p=0.6389)
N 5,671 5,671 5,671 5,671
Adj. R2(/) 0.089 O 075 0.134 0.154
F %k %k 3 843*** 34 472***
) 3AAIFE ﬁ—zrf-’-x} 7&??:““ Slo] o[ T} APIAES 1A 0}7] 93] White(1980) s methodSF firm-level clustering

procedure® ©]&-38+
) M9 Hoe (F 2) #=

3) e A7 10%, 5%, 1%
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wolol Zo| of2folefofl chet F7+ YEH| ol S

<45 FERC7} i—% Aoz oA FEY. Growthi=
Aol AAES A Al ARERTh dgEc]
= % (information asymmetry)
S 2o PF AB2RE Sol3l & BHo2 A9
of nefre] #af o B FAE dth(Frankel
. 1995). webA AAEo] =&45 FERC
b =& AR dHEY. FarnStdies o9l ¥
= BAB] HAst] ATt mlFolde] WE
gol & A-Folle oldSe] oF7] wfize] wlefo
F7hel MdEE Jert Fols
tH(Tucker and Zarowin 2009).'"

£ 69 Hd Ae (A N sAHUFE F713
T @Adel o] FERCH WA HAHE AE
Afolx, Hd Be (4] 8)d BAWFE F7te
T g A Ay 244 dAdo Ao
FERCel mIA|=

>i o)

¢

i
il

Nl

_l
f

F9E AHE Aot @A
(£ 6)9 dId A¢ dd Bl 2¥ 1, 2, 32
SAWUFE LnSizet Growth:, EarnStdis 7}
Zb st Frkls weol AdE, Ry 4e
LnSize:%} Growth:, EarnStd:s =5 F713<
o] 2ng HoFEr

AR FANMTE F7He o] FellE & AT
8 AFA%E dAE fAEe AR YEw
(F 6)lX AQxX3:, InnateAQ@xX3; L]
I DiscAQxX3: SAATE BE 1~4or =
T e F()9 @s Holn, old Ade
1% FTAA BAAQ] f942 7He Zle=r
Uehsth ol M 13 7 28 AAse AR

rl

o

ot 2 JIFEE EANGE ERF 29
19 28 49040 Ftest A7} $9l@ &% /1A
| 231 7Hd 3E ANEA e Ao ek
olelg A3 WAdle] Ao Ao T FAA W
o] TR we} gekd 4 9L onlan

o
=
;o2
E

§ LnSizex X320 BAAATE
. EarnStd»X3:¢ AATE F3 &
TRE Aoz et o)#e At
7} F55, o9y WEAo] AEFE
A Tt Hds = =T} Eof
. 53], o|Y9 WEA(FarnStd)=
A o] Fle AQxX3el BFAATIE FolF
29 e HYE AL B e A=A}
td] o]l WMEAd o fxE Zo| ofel

1o
B

N

s
=
o

/\
L
lo,

= e
N,
ru

tlo =
123
19
= X
F-?L'P_-E
v
)

o,

2 d7e 99dasEer d29A kd fE
A ol of Z}XH FFAAE o] &3 TAH A2
Sk FLOSOIA A& ol gk WA
Z3WHL Dechow and Dichev(2002) =gl
Zzan YA, 1) Axel Axpe] Argrg of
&3 L] A& SHsh=
(2002) =37 &= 570

o=
12
lo,
AP

Dechow and Dichev
Aol ZZ ko] %

17) £ A3 t715%H t+37]1744] v
S A o]9e] WS SYsdes & Aty F8
18

Ae] g mF FadA nefshe

&42& e

LA M1 A1z 20124 28

1130 olelg Abgel 0|l MBS 2Hsisie. Teht -37) 8 vl BAVIE o)
4323 Tz #5E A
2 25 AQT L 48 e B4 g A8 1 FAGE B QT 2 de $AY W) 25 AT 2

o2 Yt

159



(®

7) TRt Eojgiez 2

Zlo

= oi5ko|
—_ OO

| FERCOll ol*l=

Ri=80+861X;- 1+69XL+6%X31+64R3L+6F8.}I)S AQﬁbaabs AQLXXL 1+6&7abs AQLXXﬁbgabs AQLXX3L
+89abs AQ:xR3:+ ¢

Variables Predicted 231 g 9
Sign Raw AQ data Fractional rank AQ data

Intercept +/- 0.267*** 0.260***
(19.686) (13.347)

Xi-1 - 0.019 0.034
(0.853) (0.967)
Xi + 0.136*** 0.156***
(5.505) (4.167)

X3¢ + 0.087*** 0.094***
(6.076) (4.510)
R3; - -0.094*** -0.095%**
(-9.126) (-6.539)

abs AQ: +/- -0.420*** -0.046
(-2.767) (-1.250)

abs AQxXi-1 +/- -0.033 -0.011
(-0.346) (-0.227)

abs AQxX; +/- -0.233** -0.081
(-2.478) (-1.595)

abs AQ*X3; = -0.311%** -0.075**
(-3.961) (-2.304)

abs AQ*R3; +/- 0.117 0.026
(1.123) (1.037)

N 5,671 5,671

Adj. R*(%) 4.9 4.4
F-value 21.045*** 17.851%**
1) AAGY FFOAE 2430 9lo] o) EAAY A AAS w7 el White(1980) s method®} firm-level clustering

procedure® ©]&3t

2) abs_AQ: Dechow and Dichev(2002)°l we} =43+ Aol
3) e A7 10%, 5%, 1% &

FAAE olgal Wy AL

Aol 7} ‘”E} Olﬂ} st FLOSE

160

AAbe 22 A5, el
AZE = Ao IR o=
gayol7] wiEo] A LS
wtebr] ZAbe] ArigtEch i

243 Aol
Azl A

FolA freldte vehd

A 71 g HelE (% 2) =z

Az o 83 ouE 7RIva sfMsta gl
?h uugon,] 7\1/] ﬁ@ul—HJo] H oﬂ?_o
AT A e ZHE FAS] HAst] Dechow
and Dichev(2002) E&dl| wa} 743 Ty
o] &3 (& 4)9 Z¥E AA=3U 7Y 1&

Ho] AL ALMS Zh(continuous variable)

F—lN

Al

\__ =

l

O

=

i1 mﬁ
o
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wyole] %

o2 SHAS wo Adeln, BY 28 Fded
(fractional rank)® 23S wje] Aot} ¥
Ad3 mg13t RYP2)4 BT abs AQxX3:°]
3| AAS7H TI’/]?S]' +()9 @ HE doer v
Bhsitt. ©

FLOS B3¢ 349 2 AN 3
B (+1970] assE T AdaEe] 9

3o
<
-
S

di e
dFsE A8g a7t g wade] A4S
244 dAdo] Ay Ay S| A2 &
o glo] #A 10/ 9= F HA& 5/ Az 4
daasgoly W&y, @rieeld As7t EAE
AL g7 gd4s sEFE870] HE /)
FE Fo 2 A7 434 9 RS 7t
A5 WAl fste] E dte REFELAS
Thadt o] #slet & (X 49 (& 5HE AA
A, 7 WA Tl Qi A& ddda
A57F dSE 718 28 (2 1)< ol &3 T+
ot zkap7h 57 o] Afolle FEdol 2
T A 104 dE F HA 3 d=d 94
wogoy wEd, Brieeld AE7F vd &£
Bo 23} o7 o] REFZLUS ¢3)
s Z‘]——_'jq' HEREY e 5.6717HM 7,428

REFZS gkt T (X H9 (E 5HE A
of Bt (F 8)dx B3

20| ofzfolejofl chEt 7+ YE Yo ofx|

rlr

1—3 <E 4>—§— AAFE Aoz, 2y 2& (F
Azfolt}, (& §)dlH HE upgl
7L°] ﬁy&‘if‘%ﬁ = ¢3gt o] Follm AQ X3
InnateAQ*X3; 121 DiscAQxX32 3AAF

24g gaE B a7 78 A

e fA"S Holgd

4.3.4 o971 3 £47144) gk BA A}

X

0%

& o]YHT a"\]ﬁ
™ Aol 7= HA
t2e gojd 4 g7l Wil ool &4 E‘ﬂr 7}
21 (value relevant)©] =tH(Basu 1997;
Hayn 1995). £ dA7oA A&3+ 5671709 #
A 7 B7ld £4 Eug #5A+= 1,3357)
2 A4 F29 24%E AAst ok B A4 =
EAE7|4Y EAo] & AT AFAF nx
63*0* SAB fal (4 1 (4 8)l Loss:
£ F71g &, 2O Ho] FERCY WA=
}Ziﬂr b

(F PellA B 1& (2] Dl Lossy 95 &
AREZ F7he Aol B 2% (4] 8)d
Loss; B8 BAMSR 3713 Adolth, ¥44
I EABAY RS FAG o] FdE AQxX3:,
InnateAQxX3; 2811 DiscAQX3:2 3AAF
= A8 Fod F(-)9 #e /e AR U
ERtth. 3 Lossix X9t Lossex X329 S|AAIFE
g ()9 #E /e AR Uest. of

FAF ut=

<

H oA
<

. 47

)
tlo r

7% gle

A}

™

of
W
.

FEE o2 b

i Nm il

2

19) FLOS 239 wet 2] A& 24| Aslre

WE e e A7) - ] - el EFEE B A4t 9

ANE 25 ) Axe) ARARs dele] EAsor B,
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47128 ) S el 2k Sl de 98 (4 D ol
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Hery Predicted Sign 2d 1 7 2
Intercept +/- 0.302%** 0.347***
(19.354) (12.552)
Xi-1 - -0.007 -0.016
(-0.354) (-0.347)
Xi + 0.113*** 0.218%**
(4.403) (3.829)
X3 + 0.075*** 0.144***
(5.741) (6.730)
R3; - -0.080*** -0.099***
(-7.547) (-5.158)
AQ: +/- -0.516***
(-4.150)
AR Xi-1 +/- 0.084
(1.273)
AR X +/- -0.145
(-1.349)
AQ<X3; = -0.319***
(-5.713)
AQ*R3: +/- 0.053
(0.661)
InnateAQ +/- ~0.994***
(-4.023)
InnateAQXi-1 +/- 0.176
(0.607)
InnateAQxX; +/- -0.958**
(-2.453)
InnateAQyX3; - -0.797***
(-6.008)
InnateAQxR3; +/- 0.195
(1.314)
DiscAQ; +/- -0.520***
(-3.806)
DiscAQ*Xi-1 +/- 0.070
(0.941)
DjSCAQLXXL +/* -0.039
(-0.293)
DI'SCAQtXX3t - —0.170**
(-2.278)
DjSCAQtXRSt +/* 0.054
(0.600)
Bs=P3 F=14.85 (p=0.0001)
N 7,428 7,428
Adj. R*(%) 3.6 4.4
F-value 25.899*** 20.593***

1) FAAZY EFeAE 343 glo] o] BA I} A |4 H-S WA E7] 98l White(1980) s method$} firm-level clustering
procedure® o] &3

2) e Ao (& 2) F=

3) *, e A 10%, 5%, 1% Tl fods vehy
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wolol Zo| of2folefofl chet F7+ YEH| ol S

(E 9) 0|97|gnt £&47(Qlol| Chst EAMZT}
28 1: Ry=ag+ X1 +aoXe +a3X 3+ aqR3; +asAQ; + agAQyx X1 +a7AQx Xy + asAQux X3¢ + a9 AQxR3;
+ajoLoss, +¥1Lossix X, +y2Lossix X3y + &
28 2! Ry=Bo+BiXi1 +B2Xe +BsX3: + B4R 3, + BsInnateAQ; + BsInnate AQyxXi-1 + Brlnnate AQx X
+ BsInnateAQyxX3; + BolnnateAQyxR3¢ + BroDiscAQ + Br1DiscAQx Xt
+B12DiscAQex Xt + B13DiscAQex X3t + B14aDiscAQyxR 3t + y1Loss ¥ Xt + yoLiossyx X3y + &

Predicted Sign 23 1 23 2
Intercept +/- 0.213%*F 0.184%*F
(9.817) (5.209)
Xt-1 - -0.005 -0.056
(-0.154) (-0.545)
X + 0.707*** 0.909%**
(7.582) (7.503)
X3¢ + 0.136*** 0.213***
(6.150) (7.412)
R3: - -0.108** -0.123%**
(-7.261) (-4.624)
AQ: +/- ~0.616%**
(-3.347)
AQ<Xi-i +/- 0.436***
(2.893)
AQ*X, +/- ~0.288*
(-1.912)
AQgXng - ‘0.662***
(-4.751)
AQ*R3y +/- 0.161
(1.060)
InnateAQ; +/- -0.375
(-0.982)
InnateAQ X1 +/- 0.966
(1.240)
InnateAQX; +/- -2.060***
(-2.974)
InnateA@»xX3; = -1.433%**
(-5.383)
InnateAQxR3; +/- 0.312
(1.224)
DiscAQ, +/- 07954+
(-3.389)
DiscAQ* Xi-1 +/- 0.390*
(1.806)
DiscAQXi +/- 0.023
(0.111)
DiscA@xX3: - -0.524***
(-2.899)
DiscAQ*R3: +/- 0.194
(0.907)
Loss +/- -0.119%** -0.129%***
(-3.912) (-4.046)
LossxX; - -0.700"** -0.704***
(-7.611) (=7.730)
LossxX3; - -0.047** -0.033
(-2.368) (-1.610)
F=8.27
(p=0.0041)
N 5671 5,671
Adj. R*(%) 10.4 11.0
F-v. 32.788%** 26.549%**

alue
1) JAAFY EFAE Fgdo] Slof oA A RS wHs] $l8]l White(1980) s method$t firm-level clustering
procedureZ o]-&3t
2) Mg Hoe (% 2) F=
3) *, e A 10%, 5%, 1% Tl fodhs vehy
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© 71E9 AgAFe}t dAjstE Az Grle] &
AE Bk 7]do] o]ds Hudk 7| vl
ERCS FERC7F 9the AL 9njait}. (E 9)¢

A3S gofetH EA7IE olg7Idel Hlal vl
olgH BT} AA Frlell WdH= Herb FAR
olggt @S BAlSHGE WA Ho
vl FERC7} EolA & dddE
2 et

=90

3T

=
= [©)

= ¥t gle

pas

4.3.5 vlgfole}71zte] W7

- d4= Lundholm and Myers(2002)] u}
gt 3719 Frkrd & dEFE A= vEe] 7]
e 3de g v 3/4de o] Ate
o] & A9 AFAR dFs S A
< Al Sfste] mlgjelr|tE 19, 29, 4
d, agla sdes wAd & M 1~3% AlF
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The Effect of Accruals Quality on Price Informativeness

Soo Young Kwon* - Eun Sun Ki** - Hojun Seo***

Abstract

In this paper we examine the association between accruals quality and the informativeness
of stock prices. We measure accruals quality by the standard deviation of residuals of current
accruals which were not converted into operating cash flows in the prior period, current period
and the following period. We measure stock price informativeness of future earnings by the
future earnings response coefficient (FERC), which is the association between current period
stock returns and future earnings.

Accruals quality captures the information risk about future cash flows and, as a result,
future earnings. There are prior studies which documented the evidence that accruals quality
was priced by investors and poor accruals quality is associated with high cost of capital (Francis
et al., 2005; Chen, Dhaliwal and Trombley, 2008: Kim and Qi, 2010). Kim and Qi (2010) also
report that accounting quality and stock returns of firms with poor accruals quality are more
vulnerable to future market condition changes. These results lead to the expectation that stock
price would be more informative about future earnings for firms with high accruals quality due
to the lower information risk.

We focus on the accrual component of earnings for two reasons. First, the accrual component
of earnings is subject to greater uncertainty than is the cash flow component. Second, accruals
quality is the measure of information risk associated with a key accounting number- earnings
since accruals quality tells investors about the mapping of accounting earnings into cash flows.
We test that a firm's accruals quality can bring the future forward by revealing information in
the current period that changes expectations about future earnings. We also investigate whether

the pricing of accruals quality differs depending on the source of accruals quality. Innate accruals
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quality is driven by the firm's business model and operating environment, while discretionary
accruals quality is subject to management interventions. Since discretionary accrual choices
reflect both opportunism and performance measurement, we predict distinct price informativeness,
i.e., lower average price informativeness for discretionary accruals quality than for innate
accruals quality.

We analyze all the firms listed on Korea Stock Exchange and KOSDAQ for the period
1997~2007. We find that there is a significantly positive relation between a firm's accruals
quality and the amount of future earnings news reflected in the current annual return. Higher
accruals qualities are associated with a greater future ERC. We also find that both innate
accruals and discretionary accruals are positively related to the amount of future earnings
news reflected in current returns. Furthermore, there was significant difference between innate
accruals and discretionary accruals in the magnitude of FERC. It appears that the acrruals
quality matters, not the source of accruals. Our findings remain significant after controlling
for factors known to influence the earnings response coefficient in a simple regression of returns
on current earnings, namely, size, presence of loss, growth, and earnings volatility.

This paper has several contributions to the accounting literature. First, we document that
high accruals quality allows investors to better predict future earnings. This is adds to the
accruals literature where prior studies focused on accruals anomaly, information risk, or cost
of capital. Second, this study shows that the usefulness of accruals in predicting future cash
flows varies with the accruals quality, while prior studies only show that accruals provide
useful information about future cash flows (Dechow, 1994; Dechow et al., 1998; Barth et al.,
2001). Third, this study is the first attempt to examine whether investors take into information
risk imbedded in account accruals quality and utilize such knowledge in their investments in
anticipation of future earnings. We expect more studies by utilizing the notion accruals quality
in the financial reporting and auditing area to address the important accounting question- the

role of accounting information.

Key words: accruals quality, price informativeness, FERC, innate accruals, discretionary

accruals
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