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AFEA7FE] o]dEX 5 de & W} flgs Bisgldg. wo %%47]*]7101] FEA7FES] YA S go] 23t
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o HH3A o] PeS Tz

ofAH AEA =]1719 A=Y =
4 frele] th27] we], Aold AFEILflE
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FARR AZEN]) Wzl 20119 IF=d71d o AelE 719 3 HluE 42¢ o] el 47t
9 B, AFEA7FEe] BEehe o|ddSAYE Ao v gl AdiAlolt. & AFEArEe
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DISP 0.000 0.640 0.111 32.879 1.584
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g A: FLHUFEY o] BA(K-IFRS 9 A vs. K-IFRS &4 %)
T-test Wilcoxon
= — ol 01
=T K-IFRS =% K-IFRS =% (t value) (7 value)
12) 1.302 ¥
AFE 3.498 2.196 (4.45)%* (1.955)
DISP 0.668 0.187 @yt (5.247)***
cov 4569 3.646 %96293) (3.543)*
g B: FLAFESY Ao BA (I FEY vs. ATHEY)
K-IFRS 9%=4¢ K-IFRS AFA =S
A K-IFRS K-IFRS K-TFRS K-IFRS
el A 9] = T-test =9 A w9 = T-test
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= O
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firm and time)7} 7F¢ $-48-< AASNY. FAHLE Gow et al.(2010)&
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K-IFRS Adoption and Financial Analyst's Forecasts

Hye-Jeong Nam*

Abstract

This study examines the effect of K-IFRS adoption in terms of financial analysts’ forecast
characteristics. Since K-IFRS was adopted in 2011 as a mandatory, many researchers have
investigated a change in accounting information qualities and value relevance. However, K-IFRS
adoption influences not only producers of accounting information but also users of accounting
information. Moreover, increased a level of discretionary decision when a firm applies K-IFRS
in financial statements may affect the decision of investors and financial analysts” forecast as
well. Because of that, the role of financial analysts as a information intermediary becomes
important. There are controversial evidences about the effect of K-IFRS on financial analysts’
forecast. On the one hand, a change in main financial statements from individual statements to
consolidated statements may affect a cost of financial analyst’ forecast in a negative way.
Moreover, increased discretionary decision of management on financial statement may hamper
financial analysts’s forecasts. On the other hand, increased amounts of disclosure and applied
fair value concepts in account components may positively affect a financial analyst’s forecast.
Some prior studies found the evidences that financial analysts” accuracy increased and dispersion
of forecasts decreased after IFRS adoption (Wang et al.2008: Tan et al. 2011: Horton et al.
2013). However, Horton et al. (2013) suggests that qualities of financial analyst’s forecast
may vary depending on characteristics of countries IFRS adopted. Therefore, the effect of
K-IFRS on financial analysts’ forecast is worthwhile to test. It is purely an empirical question.

To do this, this paper uses 1,977 observations from 2007 to 2012. Specifically, this paper
examines financial analysts’ forecast characteristics such as forecast accuracy, forecast dispersion,
financial analysts following before and after K-IFRS adoption. To see a change in forecast
characteristics during the period, this paper use firms with financial analysts” forecasts regardless
of voluntary or mandatory adoption in main test. Even though incentives to adopt K-IFRS may

vary depending on voluntary versus mandatory, characteristics of financial analysts” forecast do

* Dongguk University-Seoul, College of Business administration, Associate Professor.
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not affected by the time of adoption. This paper further examines whether the effect of K-IFRS
adoption on financial analysts” forecasts is more pronounced in mandatory firms. Because related
prior studies suggest that qualities of accounting information that applied IFRS are affected by
incentives of firms. This difference may influence qualities of financial analysts” forecast.

The results of this paper are following. First, forecast accuracy is improved after K-IFRS
adoption and forecast dispersion has also decreased. This result suggests that qualities of
financial analysts” forecasts improve after K-IFRS adoption. However, analysts following has
decreased after K-IFRS adoption. It means that financial analysts would not like to follow a
firm anymore because they need to put more efforts to provide forecasts after K-IFRS adoption.
These findings are identical in several robustness tests. Second, the effect of K-IFRS on
financial analysts’ forecasts is more pronounced in mandatory firms. This is very interesting
finding because most studies identify that accounting qualities of voluntary firms improve after
IFRS adoption compared to that of mandatory firms in Europe. This means that K-IFRS
adoption influences most companies, not only voluntary firms who have some incentives. This
paper performs several robustness tests to address some statistical problems and to alleviate
the impact of financial crisis in 2008. I found identical results from GMM and CL-2 tests except
for forecast accuracy. When i applies CL-2, forecast accuracy has increased, but statistical
significance decreased. This suggests that the result of forecast accuracy is limited.

The findings in this study have various implications. The results of this paper suggest that
K-IFRS adoption affects financial analysts’ forecasts. Specifically, this paper found that forecast
accuracy and dispersion of financial analysts’ forecast improved after K-IFRS. This result
implies that K-IFRS adoption positively affects financial analysts” forecasts. Another result of
this paper is that financial analysts following decreased after K-IFRS. This result implies that
financial analysts do not follow many firms anymore. There are some reasons. One of the
reasons is that cost of forecast increases since K-IFRS and this leads financial analysts would
not like to evaluate many firms.

In sum, these findings are very useful in understanding the effect of K-IFRS on financial
analysts’ perspectives and provide a lot of important implications to companies, regulators,
investors who are interested in financial analysts’ forecast characteristics. Researchers who

are interested in this area can also apply the discussion in this paper for the related studies.

Key words: K-IFRS adoption, Forecast error, Forecast dispersion, Analyst following,
Mandatory K-IFRS adoption
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