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In this study, we investigate whether discretionary recognition of goodwill impairment affects the stock

price informativeness of future earnings. Using firm-year observations with a positive beginning goodwill

balance from 2011 to 2016, we test whether the decision to recognize impairment loss inconsistent with

impairment indication (accelerated impairment) improves the future earnings response coefficient (FERC).
We find that the accelerated impairers exhibit greater FERCs, lower value relevance of pre-impairment
goodwill, and higher persistence of reported EPS. We suggest that early recognition of impairment from
potentially overstated goodwill assists investors in better predicting future earnings by mitigating the
measurement error inherent in goodwill book value and smoothing the earnings time series. Our findings
fill the literature gap by shedding light on the positive role of accounting discretion exercised under the
context of low level fair value applied to goodwill impairment test.
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AT EAE o £ AAe Aot AL ted 2ol WS S ¥ dH= 4
BERAe] B s AdeA T Al = FrHE AA P
2 FRALEA FAAREo] A2tete 7d A
FrEe w9 7 vk B 45 A 94 7M. AR 7K1 vlEol el
= 712 AAR B4Rt sk gl A3 e F7Pg R A dg= mA A
ong dHA AIYTE A 7144 Hdol olet.
a vleldzte] BRaA ] £ % St mep
ge] 27\ A4 Fg AL £4YFIE E
e A4 AT e B& Ao 2T ||| ol MY
itk AR, £4757E EAeA ol £4-¢ 9

A8 g 7S AAvEde R (EE, @
£ HEAA Ggol® 7T P 3. SUH SAEE Ay

I} BEgos Hudhe IAMHe] FEA AL

A AsAdg Z3E Ao e folseAAS = ArelMe ddH SR ddd AR
oAF gl s Kot & AYEs dFS mH o AFIAEE S 1= AER o} 971 £4
goleleASE Adstd 4 Uk AEF vim A4 dRe BY) EAF 24 ARE W 19
& AT 2F s RASgeE vk k. B4 o e 719 At aA F4d
A Qe vge] FAHEAL 8D £ Qe B FAE HRE B FAT 5 gloy E4HFe
£ 08 geth ey 4ed FERE A ARE S48 AEE 1944 dere AES
Hi B BY 99 89 SN0l B Fa 45T Sl grh £ AP o AE
A oot AN S, B A ed 20 E FFPHoR MedaE Jarva(2009)9 4914
gusle] 71gFeAow o) Rl ATt AT RPoRREH FHHE EARES FRANER o8
o 44 9FS vA v S 58S 9E b FY BI(DANE 99H £ ore 7
AE G olde] molg V2R ¥ dpda EetE Hulasd Impair® A4 #7334 344

NN

3 A ARE Agshe 3 oR Aok v} Dechow and Skinner(2000)& olz4e] #dol wlg} B2 34 (conservative
accounting) &} F44 3|7 (aggressive accounting) 2 TFIATE. AGA} LF-olal|dA| Ao Hs] dgae] 1A 7Fx|ol O]
3 43 RS AYx IS o /& 3048 Falo] FJEENAE AT 4 sl

a3y FAA wETY ANE, w2 BAEES 9alsle] o]og Ry e f9lo] WA A Bugwe] ARt ofd
A wAY v Auket g s1eAlel A

Jarva(2009)¢] Aol e 71d4dAe] 2% AR 2 79580t B 2 AV)e] FAFES o] &ste] i &3904
o] &g FY3le] g8c] 0.2 32 0.258 Agsle BAXNE SPIMREOR BRI ol ¥

(2012)€ +58 AFAETS ARS3sle]l BTME] Hl&o] 29 d&dom 18 43sle 71dd el 34371 EAse Aoz
EH39T Li and Sloan(2017)914E S|AA Q] ROAZIEH BTMZ IS BAlo] 243190t £ Aol e Jarvael £42)
2] ggRdo] o]Ed H|g| Hr} TZHolw tAYAQ FIARES o3l EAFTE F5ATE HoA £4E /g
gersle] o5 ARSR S EEAM AAEL UviA] diAd Axe AR 2X0M Agsied die Aoz Al
ot Jarva(2009)2] A7 £4AFE FREE JAXNE Yoz AYse dAHS 7T
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V. A=A oj% o] i} BE ol £44 o9
o] wob &99140] olejo] WA FA0] 484

% AR} RG] AAE 712945 993

4.1 gl SRl HERY 2R EARES 99T Bl ¥3E U3 Jarva
(2009)9] A%t AA G, T FAL F GG Ae|

B AN TN 94 £949 AP § AAE vFel 25E(OWY), DT (Size)h
Yol mheh BRS PHA] AT RS FAVT. ALEE 99T £994 8] B2 Hoz g
(Table 2HE A¥7de] AAA 5] B Wk BIM @ 9719 2719 45952 54
YU £4A4 GBS IR A3 RA(DY = AP 2994 99 fol@ BAYS B
2428 AARAAAE AN, o] MW Q  olA] gsieh, A Wel fo)4 Aol B
QU 4014 olde o|U5E(preE) L £A¥T  RARAY A¥EE 0.01 $EAN BAL0R §
oF(LOSS)St FEH #9904 o (Impair) 7§ 3k olsh Lol G £HAY oo 9FL

(Table 2) ZHA ZEQelol| Thet JHA SHQIA ofF o] ZRIAE 3|72 A2

4 AT 7%k p—#k
Intercept 1.2700 1.01 0.313
prek; 0.2742 2.04 0.041
LOSS; 1.0503 5.69 0.000
GW %1 2.1924 2.82 0.005
BTM;-1 -0.0775 -0.38 0.707
DBTM;1 -0.3715 -1.40 0.162
Sizet -0.2148 -3.92 0.000
DR 0.2591 1.18 0.237
Re 0.0016 0.95 0.344
DR*R¢ 0.0071 1.12 0.261
DR -0.2628 -1.16 0.079
Ria -0.0011 -0.59 0.552
DR¢-1*Ri1 -0.0034 -0.53 0.598
- Ay 3
N (Impair=0) 996
N (Impair=1) 283
LR chi® 129.80
Pseudo R? 0.0978

D) 959 49l Impain= 971 999 2945 Q4T 719€ 1, oW 0 pref,=99d =] 9457 A olel;
LOSS,=preE ( 0]® 1, ohJ® 0; GW2%,1=71% 71 tlH] 9eda 397k Ml%: BIM, =71% 471 die) 45713
¥%: DBTM, =BTM, ) 119 1, ohJH 0: Size, 1 =71% AB7HI9 AQ2agton 24 /1972 R=97] F459%:
DRi=%7] F4580] &2 $& /M 1, ohId 0: Rey=37] FHFAE: DR =271 F45948] &9 k& 7R 1,
oh® 0.
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(Table 4) 7|2EAH2

Panel A, AAZZE] digt W] 7|<5AF
g B = FFHA gk Hojgk
Ry 11.7084 -0.42 54.0800 -64.29 277.89
Xi-1 -0.0121 0.0327 0.2609 -1.8750 0.6130
X -0.0090 0.0294 0.2284 -1.6624 0.4044
Xi+3 -0.0459 0.0681 0.8699 -6.8000 1.1564
Ri+3 22.3681 5.35 80.2537 -111.69 325.37
Sizei 19.0677 18.6345 1.6308 16.5531 23.9697
GRWi-1 1.8673 1.3719 1.5981 0.3206 9.8459
EVOL 0.0839 0.0332 0.1759 0.0013 1.3189
NEG; 0.3010 0 0.4588 0 1
Analysty 0.4029 0 0.5519 0 2.5649
Panel B. /3914 o%-5 7102 783 vlufd 7F w40 2fo]EA
T S e Rl SRRl
zqz\Lch 7 41:9‘/\1 Z A QJN 3 ﬁu ?]”
(S Gemo e Nl mems e
Ry 7.6208 19.8462 -1.6953* 13.1451 6.1731 1.8436"
Xi-1 -0.1772 0.0014 -3.8580™** 0.0360 -0.0590 6.5661%**
X -0.2588 0.0584 -8.4023"** 0.0590 -0.0918 13.5853***
Xi+3 -0.4913 0.0968 -4.3796*** 0.0591 -0.1578 3.9540"**
Ri+s 27.4473 31.3476 -0.4083 17.5922 28.6645 -1.9000**
Panel C. £44F 2 o¥2 7|Fog FEG vlugdd 7 H5e] 2o]£4
T ST D ERF mEE Jd
SR A1An] 12 SR 7HEQ1A
2 (173:153) (]N:]254) trtest 7(6N:]742) (I\L 30) ttest
Ry 7.6208 6.1731 0.2376 13.1451 19.8462 -0.6518
X -0.1772 -0.0590 -3.3099"** 0.0360 0.0214 0.0845
X -0.2588 -0.0918 -5.1331"** 0.0590 0.0584 0.0600
Xi+3 -0.4913 -0.1578 -2.9680"** 0.0591 0.0968 -0.5595
Ri+3 27.4473 28.6645 -0.1278 17.5922 31.3476 -1.9717*
1) Ao Aot Re= 7] 4€~t+17] 39879 A FAFAE: X =(t-17] FAEE 2 F2ue 2 F9eo]9])/ (1]

Z A BE nl ZA B3 1l
= =

N2FH: X=7] #A%E 3 FAM 28 FEeeld)/(t7] 712F7H0 Xps=(t+17]1~t+37] F2E 3 FAue
24 F9eeld )/ (t7] 712F7D 0 Riss= t+171~t+37] F45AE9 & Size =712 A7 Adzagte s 34
o 71T GRWe =712 ZA37E] ] A&7 H]€: EVOL. = (e 397t Fa<o](EPS)e E=Aa/t7] 712F
7h: NEG=%7] £4& Bnd 45 1, ofv¥ 0; Analysty,=AlF24 7kl 12 T ge] Adzazk

a2 a
2) %, **, e A 10%, 5%, 1% w4€ Qe
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(Table 6) 7HE5214 2JAFZYo0| of2fo[fEtSAIol| ojxl= S

7HESQIA Fek of LmX| HAEEe| Bl

W (1) (2) (3) (4)
Intercept -5.3012 -3.0368 -0.9688 -6.0535
Xi-1 -19.9398"** -15.6625"** -11.8617* -10.4811
X, 28.0767*** 27.3847** 12.9616 29.3562"**
Xi+3 4.1343"" 2.8190 5.8745*** 13.3375
Ri+s -0.0895"** -0.0932*** -0.1107*** -0.1218***
ACC, 2.3335 0.3354 1.7154
ACCy#Xi-1 -35.2252%* -39.2478** -39.2508**
ACCyX -2.3250 -14.9825 -37.5779
ACCy#Xi+3 61.8753""" 61.3539"** 53.8613"**
ACCpRy+3 -0.0450 -0.0319 -0.0196
Sizei1 -23.5264*** -24 .8896™**
GRWi4 5.0458 3.8730
EVOL, 20.7517" 21.2806™**
NEG, -16.4468** -11.6913"**
Analysty 2.2451 0.7453
Size-1#X+3 28.3857"**
GRW-1#X+3 6.0679
EVOL#X 13 -17.6818
NEG@#X+3 -9.5084***
Analyst*Xi 13 6.4562
AHe] - A=g ] i % Eet x%
N 1,279 1,279 1,279 1,279
4 R? 0.1012 0.1171 0.1508 0.1685
1) M) Fel: (Table 4) 2.
2) e M 10%, 5%, 1% w98 9nlE
Uz 96e wgaTh Wolelelst 9rleldel il & BAWSE n2ld AR AL Heol
$5E AUE AL FAAE0 S0l AAY  usASE Sl B Hgolele] WE
£40] WP AE W2 e Ao AT AR 2 o]& HAA7|E AoR #EF] Choi et al.
2 (2), (3), (DA 7H5A4Tin| e} mefol <] (2011) ¥ Baik et al.(2018)2] A¥}9} U 3},
o mAPAGT} Yo BEE AUs AL Wl LA @ AREAsl 2o YolNE Felat 4
w459 gl Heeldst gol A gdom o sASANE WAL 4 AT A& Ane &
WA SBES ke ANESS 3F AT BRYA B 4Ra 9939 e
e Uehdth o] FRECY F4d %= + A Qate 49 3AdE 0] FAAR slof
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= ol dEster w75 THEE AA gt
Jk. ol AR ABAEE AQAS B (Table DINE E44F7) BREA o=
A% Zoeka vlelel ok @ oIS 270 & EAE AEANE AR tedwe £4%
A3rosH BUHAT oloje] AAG MBS A8 RPAEE £4L AT Aeon APt
g 52 7FsAe T telre 7R IFARYES FHT A4S AN olE L A
AR o dE e S84 FPEAT Adetel 2 dAdTE 3RS TG AAA A2 A
A4, AdR|eA, Aana A 2 padRs  olat. si&d due A4de A94TE Ug
EAHow vadel A%S WEFAF ANS A del £FFA BAUA G wE 494 A
(Table 7) 71524l oAz Ho| olzfo|etSAl0l| D|x|= o J7RSIAl Tt of Halelal FEto| Hlw
Lk (1) (2) (3) (4)
Intercept -22.7959 -7.0158 7.6575 8.3957
Xi-1 -5.6357 -5.9584 -3.1222 -3.6721
X, -1.3483 -2.6418 -2.8632 7.6329
Xi+3 4.5130 0.5905 2.0314 13.7468
Ri+s -0.0351 -0.0229 -0.0358 -0.0756
ACC, 2.4718 =7.8427 -12.2005
ACCy#Xi-1 3.5686 -2.2972 1.6484
ACC#X 99.1926* 66.6821 54.1219
ACC#Xi+3 68.7542™** 68.3898"** 42.2018"
ACC¢*Ry+3 -0.1334 -0.1246 -0.0675
Sizei1 -16.9712 -15.4887
GRWi4 11.3593 6.2951
EVOL, 16.8503 17.9693
NEG -18.7820 -21.1335
Analyst 3.6535 2.5094
Size-1#Xi+3 14.2228
GRW-1#X+3 -7.2637
EVOL#*X 13 0.3582
NEG#X+3 -14.4150
Analyst*X;+3 21.9342
A - Ay B Ee B z9
N 283 283 283 283
4 R? 0.0593 0.1394 0.1454 0.1569

1) W9 gt (Table 4) #z.
2) %, ¥, e 247 10%, 5%, 1% A€ Qug
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(Table 8) 715214l ojAtZ™o] ojzfo|letSH =0l olxl= Y& 7k50lAl Fct o} Ao Elete| Hlw
W (1) (2) (3) (4)
Intercept -10.2539 -8.3749 -8.1530 -16.6417*
Xi-1 -24.9650"** -14.1516 -11.9720 -16.5692
X 109.358*** 119.137*** 110.106"** 115.797***
Xi+3 10.4921%** 8.4695"** 11.04307** 32.6979**
Ri+3 -0.0994*** -0.1056*** -0.1286"** -0.1517***
ACCy 8.0576 6.3231 6.7441
ACC#Xi-1 -37.0739** -37.8383"" -41.2477**
ACC#X,, -92.7685"* -94.5060"" -92.1590™**
ACC#Xi+3 56.3658*** 58.1489*** 57.9788***
ACC*Ri+3 -0.0298 -0.0100 0.0093
Sizei-1 -19.5198"** -22.4073***
GRWi-1 0.6035 -5.3094
EVOL 19.3527*** 26.6814***
NEG; -3.3289 -3.2785
Analyst 2.4272 2.8570
Sizer1#Xi+3 26.6799***
GRW-1#Xi+3 52.6725***
EVOL#*X¢+3 -58.1074***
NEG#X;+3 -2.1645
Analyst#X+3 -1.1906
49 - dEn) g E3 3 g
N 872 872 872 872
4 R? 0.1569 0.1831 0.2017 0.2336
1) W A<l (Table 4) #=.
2) F, e A7 10%, 5%, 1% 8 Sng
2 52 7)9798 HgeA] ne FAAE 4 gae] ASE DA e v 93
nejgd g oSl Aol Faks nA F e =2 o2 IIHT. ofgfd Arte 7|3 594
2 g% & 9t ¥ Puel 0@ 35 FERC o= £494¢ gsjshe Adnay 259 vat
g 3R A% 1% oA fFol do] gro] & o EAAES AR = A%< FERC
A€t gy 71494 Ada) Adn|eld A o FHA 9 1A F Jes A e
o2 F¥3t] FERCS Aol& 24 A3} /144

©] & 7} Table' & 82, 75, 86, 94,
o AWIA B2 RusiAe g

ox,
B
N
rr
—
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Goodwill Impairment Recognition and Pricing of Future Earnings

(Table 9) 7K5214] 2JARZHO| Df2o[fgtSAlol njx|l= S 7k5ely Het of X[do[Ql4] Fete| vl

Lk (1) (3) (4)
Intercept -4.7631 10.4671 30.6419 33.0841
Xi-1 -26.5699"* -18.8907 -9.9910 -9.0020
X, 28.7687* 31.3329* 3.4794 7.6231
Xi+3 14.2662%** 7.3009 10.5862** -7.9201
Ri+s -0.1304"** -0.1065"* -0.1047*** -0.1131"**
ACC, 0.7317 -20.2778"* -18.5508"*
ACCy#Xi1 -26.3675 -43.0194* -55.1988"*
ACC#Xy -4.7889 -12.2779 -61.0630
ACC#Xy+3 58.1087*** 53.0000%** 68.8465"""
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