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HAEL U THIETHIZ kDTS, Ik
BIC BT HIEERMRICIFRS 2 &5 EuE L LT
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L7255, BAHMLEN THRITZED
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SFETORFHEEDOREE SN HMAIFERIC
LM LT MERTHZLEEBELT
Wiz, 72720, ZoFAIFERT 7 —F ok
A 72E 2 FEIH LWL 0TI, #E7 L
—LU—JORFEBLDESIND, L2L,
DRI E IS TR ER E o T
% & OBURFEFE NS, BISNHE, RESHCH
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FHEEICB L CiE, BGIRPHEL ORI ERE
MM 5 B HEO U, A 0 RIS
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RGP SE D SEC 705 FASB ~0#)E L v
HINK T AU I OMBREREEZ D SN—T 5
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TWDRWMMNE MBS D) & RO
SCERD 2 RAFICHEEHELL, (2) SAS69 TIE AT
Y = Ao TV WWEBESEEEDOH
Ziam L CW< Z & & L7 (FASB [2008]
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IFRS DM L RFHEERT /~ VU —

I & K
FE LU K 2

2 5

AL OEHMIE, BARIZEIT 5 IFRS (=& A & B A K@ H A%
Yo LTRFEEST /)~ ) —ZHBRIET 52 &L Th D, 2iH%
Am 7 /< U —Ii% Sloan [1996] DM FEFIZ L > TR HMONTRET /<
U—Th o0, EBESFHFEOHRENDIX, 20T /7~ U —&iEWBIICRAE
L7 ERCEBESHEEoBEAN 07 /)~ — I RIT T 2L REEL -
MenzFonk s, £72, 2D OEITHFIELIANT, TFRS O H 3k
MHICKFETHEICET 2HECEEHT /v —DORKSLE(L & MRGE L 72
N Z<imbhTWnd, Kig X TIEZTOERL L VHMICT 2720, £
NHOFFRIZHOWTHER Y BT THRE L7, E%E’J 1%, IFRS O i 25
KT HIC LIET 2B L TiX De George et al. [2016] %, &F-%4AE 7T
IV —%EGLEiT 2~ ) —OFEE M IZE L TiX Richardson et al.
[2010] & Chordiaetal. [2014] %, &G ERT / v U — & EHOEER
SEHEEOmEH & ORFMRIZBI LTI Pincus et al. [2007] & Kaserer and
Klingler [2008] #H Y LIF CHRZEEE OMHFTL TWVWD,

TOET, R@mXTHE, ThHOMEICH 3%, IFRS Z{LEEA L7z
AARBEEZNGICREFEERT /<Y —Z 58 LT, Hﬁ%E%Lﬁﬁﬁ‘é El
AEFEOHMFERE IFRSZHEHMAT 5 HAREO IR L KT 2 &,
W RPFEETHDFEED HILIXFRET ifotb\ﬁg%%é_&?))%aufﬁ
oo G%IL, T—Z OFERBITE, SFFEEDSNOERICET 2 RETesiEt
KO BN RHERICETIOMOMETHDH LB R D,

105



I F

Aim X OFEHIZ, AARIZEBIT D IFRSIEE
WA AARSEEEM LY v e L
DEPRAEET )~ ) —EHEREET D 2 &
Th b, 2% 4EET 7~ U —Iid Sloan [1996]
DIFFREFEIC L > TR A Evzhf:/ﬁ\?r’f /=Y
—Th oD, EESFHHIROBRELBIE, 20
7 7= U —Z{ERNIIRRGE L 72 Pincus et al.
[2007]&3. SO AN 0T /<)
IRIEFT AL MAE L7~ Kaserer and
Khngler [2008] MZETF HILE 5, REwSLTIE,
:h%@ﬁ%ﬁ%&dé,ﬁxﬁ¥%ﬂ%&b
TR DEFEAERT /)~ —I2BT 500
fEREESE 2729 2T, IFRS Z{LE#EH L7-
HARMBELXIGICEEIRBERT /)~ —%5
Britz, ¥£7=, LiLofeiTirselistic, IFRS
O A PR AT RIE TR BT 5 i
RELT = U — OJRKRR LA & EE L 7oA
TEEE <ATHON TV D, KL TIEZEDOER
LV PEICT D720, FIH DFFEIZ DN T
HHY B CTRRE L7,
AR SCORRIZLL T O T o, £TRE
TIRSEATHIZE D N 2 368 K OV Et L CRGHR
ERET D, BEEEmTCIIY T ESrET L
WZOWTHLEAT %, S UETCrx IFRS 8 43,
KEREE AR, AAKEEH L S &
Lt/%ﬁ@rf*%%‘:r? BHE TSR L A%
DR Z B~

I JefThir% &R

AR TILIATHIE DV — A & ARG O EE
2T, 8B, FEATHEIC OV TR, BARMIC
1%, IFRS O MRG0 AT 352282 B
L Ci De George et al. [2016] %, =E3/4E
g7 =2 EdLRET /< U —ONES)
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M2 B LTI Richardson et al. [2010] &
Chordia et al. [2014] & Hou et al. [2017]
T, XEMEERT < ) — EIEERSCEBE S
DA & OBEMRIZE L TIE Pincus et al.

[2007] & Kaserer and Klingler [2008] %
By P TR EZEI KL ORHT 5,

1. IFRS OERAAKATHIBICRIZT
FEICRHT HRTHR

De George et al. [2016] %, IFRS A
W T AR A xR & Lo aiEny it —
AW TH D, T OFmLIE, FEERZRERIC
&£ % IFRS #EHOFHHW, IFRS i@ H 02
BH9~ % SEREMFSE, TFRS WF4C0 FEFER 7ol
B4 2 A X5 &> T\5b, £7-, IFRS i#
OB BT 2 EFEMFZEIZIL IFRS g6 H A3
BRI KA 3BT 3 2 AT e s &
FNTVDHO, KFHL LR T 20T 2D
WAy THDHEEZT, TIITHERLTEL,
IFRS D FH 23R 1 R E 35 BT B
D HATHIE S De George B W357- B 725
W%, IFRS O IEHis% Ot Z iz v
BRI A NERTFSEEZVTEZENRER
TWDOEINEDE IR T 4 FRETOR
ESPCETRONDI DT TIERZVEWVI ATH
%9 (De George et al. [2016], pp.936-937),
D, ZOZ X IFRS A Sz
TOERTRH CRFERIFRAAELT D EIERS
RNZ EEIRE L TV DA TR 7Z 225 T
b, FCIZRbNnWTr—ARH 57511,
IFRS O H 7% H AR DR T51Z RT3 81T
DNTh, fEICET 200 ER TRAET,
HARMELEXIGR & LIc ot 2 EE O R TIT
IMBENDHDEZEZBND, ZD KD RBLED
b, KX T, K7 7~V —% 5o
—2 & LTEMNT TOr&2ir> T b,



2. ZFREBT/I)—FORE
7/ )—ICET SRIADHR
W2, REHRERT /~ ) —52F0LaiT 7/
~ VU —ICEAT LRI AR D720
Richardson et al. [2010] & Chordia et al.
[2014] & Houetal. [2017] ZHbv EiF 2,
BB TWD 91T, REtERT /<~
—DHFFEIZ DN T, Sloan [1996] B Z D7
)~ U =& L TCTENERGEDORERE D
FRtEOME T L%, o7 /7 ~<U—0
FEE XFFT 5% < OEFEMFEILA /R ST
% 7=, Richardson et al. [2010] I%, &FF&4E
@7V —EORFT I =R Ty H
AU B NVGHT A RIRITY— A Z{To> T\ D,
—7J, Chordia et al. [2014] 1%, 7/~ VU —
O (attenuation) (Z-2OWTHY EiIF T
%, ¥72, Houetal [2017] X7/~ VU—0
HREEZT> TV 5,

(1) Richardson et al. [2010]

Richardson et al. [2010] Ti%, 2000 LA
BEIATONIR#HT /)~ ) =T 7 U A
HVIHTICBT D e &kt & L7 SCkY—
A RORFBEGT /<) =R S £ %
K U 7 b ( post-earnings-announcement
drift) (26592 U A7 0G| # H O ALFR D 5
BT 203 {ThhTns®, Z Z T,
Richardson et al. [2010] (2 X % 5| 2347 % B
D EFCTEL,

% 51%, 2000 FLEICITON-SFHT / ~
V=T 7 U HE A ZNVGHTICET 2058 %
BB H BT EITY, RHFOT ¥ —F L%
KGR LT YT —~ T 5 HEE DR
W10 Fm X &R LTz, £z LAviE, The
Accounting Review FE(ZHHEI S 7z 6 L &
Journal of Accounting and Economics (248

Sz 4T OSIHBEDRE < o> T D,

IFRS DER ERFRETT /<) —

ZLT, ZRHOFmRILDONFITHOWTIE, 10
FCH 8 #m L (Xie [2001], Richardson et al.
[2005], Khan [2008], Mashruwala et al.
[2006], Fairfield et al. [2003], Beneish and
Vargus [2002], Desaietal. [2004], Pincus
et al. [2007]) 7% Sloan [1996] O&FFEAR
T/ =) —ICBE LR E s TV D, il
¥, FNLSD 2L (Hrishleifer and Teoh
[2003], Bartov et al. [2000]) %, &EFD
HRICBET 2 ET AR E Rl RS R 7
MIFET M7 TH D, LLF, T b D 10 &
X0 bRFEFEERT /<) —IZET A%
OWEZ R L THLW, 723, Pincus et al.
[2007] IZ5WTIERIEBAT 5720, 22T
ITEBEL TV D,

Xie [2001] I Sloan [1996] D k%
T Jones [1991] EF/VEIC L D EMSEI
HERDODIATITA U TOREERIEL TE
D, TG RENSFI A S ORISR 140
MBI 2B E2BREFHMEL TWD Z Lz
FER LT,

Richardson et al. [2005] ¥4 mOE
FEME & F2E DO FFEME 2 5 O 1T 5 Z & T Sloan

[1996] Z 4Lk L, EFRPMEEMEOR G
FAERITIFHREORNIEE 6T 2 &%
THCRBLTELTIAT TA v It
UhZ R, £, bLEFEENMEWE
atF A 2 VT 217 9 &, Sloan [1996]
VN IR=F T+ VAV X =P RE
{7ebE L7,

Khan [2008] I=Gt84EET / ~ VU —%Y
A7 THHALE I L5 THY, 4777
2 —ET7 NVCHE LSS, KEtEET /<
V—|2fx BV 2 —r o r7axtr vaAlE
FAEBO KRN Y A7 THATEL &
R LT,

Mashruwala et al. [2006] X Sloan [1996]
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Wk DEFRBERT )~V —IXEAKRRY ¥
— U ARTT A4V T A OERNEEICERLTAE

UbEL, £, @FRERT 7~ U —I3EN
THIRE DO/ S WEEIRIC A DIV DAY, T AUTHEL
SIBEANSFHBEEROIARTTA v T EF]
M HBEDOREREZ /2 > TS Z & &Rt %
L L,

Fairfield et al. [2003] I¥%#i® ROA % =
vhu— Tt 5 L, EBREEGEO KR DR
BHEIL1FEHD ROA L0 L ADBEMEE
BTDEL, RptAERT / ~ ) —IXEREE
BHEDIATIA L TICLDET )< —0D
—If T D AHEMEZ RIB LT,

Beneish and Vargus [2002] (34 > %A &
— B LR DE R NEFHBEEED I AT T
A T OEMRERRGE L, ISR o255
EEOFRHEMILA A Xl L - Tk
T92%Z &%, Sloan [1996] (Z81F 5 &FHHE
EBDOI AT T A 22 ZIIFIEEMA O &5
BEBOIARTIA L TIZEDHLOTHD
TEEERLMNI LT,

Desai et al. [2004] F2FHREET /<
— NI TR ROEND—DTHEIMNE
IMERFAELTEY, 4 >DIEHKARNY 22—
/7T~ —OREEH (FELEoikE, BM,
E/P, C/P) =2 br—/L LT, RFHHEAE
ETRERY & — v EREM A RO L AR L
77

AT RONE A RBL TH D &, ZOR
FEI CTlE Sloan [1996] DL T3 5,
KFRERT )~V —DNEEINDHKNE
Sloan [1996] &3 AES CTHIHANTZ
EHRBTTRBER L TND Z &R T
X250, ZoXoic, KFFERT /<) —Ik
KEET = U — RO T B IEF IS 3T
PILTWAMHEEECTH Y, £z, FOilafE TEx
R FENER SN TELZZ LR TE
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Do TDOXDRIWADOHT, K LODHTITIE
L RFHEEIC L > TRERERT /v —
ERHT L L 2RA TS EALESIT bR
60

(2) Chordia et al. [2014]

Chordia et al. [2014] 1%, KETH %235
MBS ML —T ¢ g EN e T )~ ) —
OBRFEMEIZOWTHHT L, fFO7 /)~ —%
FIA L7 EHIKICH &5 Y ¥ — i
M~y U7 7 v ROEFEEFERZET D 5K S
RMADBEEERIZL>THE7Hb IR T
52 LRSI Th S, i, itk
A ESEVRGIERZS8EIEZY T2
BUORN TG OMEMZ @D H EDOERBITD
NTW5b, BRIICE 2L, mEhEomer
— B F T =Mz &L > T, Fama-MacBeth
[1973] DfREEo~y VR — h 7+ U AU X —
UEALT D T ENFEILOIT 5TV S,
F1O@EY, FATHFRICYH & D& SFRAR
7=V =& 12FEOT )~ U —BoHr
KG LT o> TN D, —J, I >V T,
KE T 1970 R0 TEE o kR F1IC
Ko THEIERAPHEA LSRR R L7z &
WO FRRRICH & D&, 1976 FE0 D 2011 FEE T
MxRE SN TWVD,
BRI, 7/ —lcb sl mu s
va—hrDYHX—2AF Ly K& Fama-
MacBeth OfR%% & H W00 A3 T T
b, BT e va—brDVH AT Ly RO
SHTTIE, 12 HEZNENIZOWT, 41
rhbwinrZeva— by UR— 7%
VADOEHET A MNEHu—U 2 —URREN
TW5, FhizkniE, NYSE/AMEX 4
Er kG L Liz4, PROFIT % FR< 37T
HEIZDWT, AERARD ¥ —r 3 EGsh
HEWS, BIZIE, REFERT /U —DY



X —21F 0.33% (t=2.84), FlixFEHKL KNI 7
RDOU Z—210% 0.739% (t=6.65) TH 5,
Fama-MacBeth D&% %4 H W odrix, U
2 B B — o & BB fEA R AL LR O
BEREE DRYURGTTH D, T4 2 7 )
EfETHITRENIIEAE L 2208, FRIT
12 JHH® 95 TURN & PROFIT % i< 4~
TIHNEE LT 5,
INHoairE L bz, 7<) —OREIC
BT oot Tnwbd, it ofsE,

IFRS DER ERFRETT /<) —

NYSE/AMEX L334 e Licgsa, 12
EHR I0BEHATT /<~ =t 3~y
V2= OWENGESITF 5N TWHD (ZD 9
Lo 8 HH THERMENBEZE SN TWVD),
£/, 7/~ U —0OEEIX, Fama-MacBeth
DR E b HWIEEBIC BB STV D,

ZO LI, KETHSGTITEET S~ ) —N»
BRI NIZ< <o TWVD, RiRLTIHE, KE
KRBT 2 BABEIZO N TH x5
ELTWo,

%1 Chordia et al. [2014] IZBI1F3 7/ <) —EHH

HH FEUS
O SIZE A D T D B 2855
@ BM b HIBFENORFHIRICI T 5l 2 OBFEICEIT 5 12 H RORHf
@ TURN HADTEE R (HRE/ FATERARE) OxtEk
@ R1 FIUHO1INABOY Z—r (U A=Y
® R212 11 2AMOREY ¥ — (BEA VX L)
® ILLIQ FEvREhME
@ ACC RERAS
AG BREDRE
© ISSUE HRERAT
® IVOL BAHRZT 4 VT«
@ PROFIT A (Rl i)
@ SUE FEEAL ARSI R 2

(8) Houetal. [2017]

REET =V — OBRICET 205 &3
2, WMEDT / ~ U —HFE & BRGE L 729
b5, Houetal [2017] 1%, KEMZEE S
\ZT — Z MBSO RGE R A AT L il A0 HE
REHT & FERGE L, 0Tk Ge & e o 72 44T DT
=<V —IHHD > LD 286 (64%) OT /<
—HAN % KETHETRNWI LEEZRLT
©®, ZOWRIZI T Do kRIEEIZ Sloan
[1996] OFEHERmT /~ U —bEEhTW

Hi#h : Chordia et al. [2014], p.43 & v {ERK

LOTHRLTBIMLERHLHEEZXT, 22
THY EF7= (Houet al. [2017], p.49),
OO TGS, fEIE0] (trading frictions,
intangibles, profitability, value-versus-growth,
momentum, investment) [ZEH I TV 5
7%, Sloan [1996] O&EHAERT /~ VU —n
BT % investment OFEIEOVWTIX, HATIHHE
DIENZXT D 5% KETIFFE L o7 HHA
BOFNE TR BIKS, K29% Lo TS (F&
2), ZTORT, BEAVEZ A, FHFESGT /)~
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U—, BM, E/P 72 EDOEAIIKIKE LT 5%
KYETORFA BENENTRD DAL W
WZH 5@, 723, Sloan [1996] ORFHREAES
7=V —=lOWVWTIIRFRITTFELEZ LD
D 5% KYETOHFENEDHER ST,

ZD XD, T H BRI S XV
L<THEINFETHREINLTWET /<]
—NBEINBRLRDGENHL—FHT, T—

T =) =RERENT AL b D, ED
KOREREMZ D EHMHBRNED I ST
AT HDOMENS Z LiE, %7/~ VU —Dk
BT B ERD BT OIZESL DD L

g,
ZIKE%jCO)/WT IRFHEEDOIES SFH A
BT I RIETREICEREYTTE

0, T ZRBSORRRE IR ME O 28 H AN 3 ARG AT

Z AP EEA R L L 21T L < LTH FAETRBIZ DWW T » T W,
%2 Hou et al. [2017] B+ 2 HAMAREDORERKR
AR HLRTE H K MIEA%  EREE (EREAEHREAR

trading frictions 95 102 93%
intangibles 77 103 75%
profitability 46 79 58%
value-versus-growth 37 68 54%
momentum 20 57 35%
investment 11 38 29%

(Hou et al. [2017], tablel, table3, table4 kL Y {ERK)

3. IFRSOEREEEHFELEST /T
) —DERICEET S ETHR

(1) Pincus et al. [2007]

Pincus et al. [2007] (Z=2E> 1 —DEKT
T =) =0k L'?DTJW\ L EREMIFET
M LTI TH D, ZOWFRTIE, =E 1
— DR (F—A }\7)7, NI, FE, A
VR, wLb—vT, AR —N, XA, AF
YR, 7AVH) La—Ra—0iEE (T~
—7, 77 A, FAY, £ FRVT, 44X
U7, BER, 704, AL, AL A, &
B) ARG, RERAET <V —IclT 5
SHBITORTWD, ed, ST FIEE
Mishkin 7 & b &fpREHE Y & — 2 & Ol
SHTTHHG,

IHTRER DAL, KFRERT /<) —
aTru—ERTELRLTL, BAZE 2
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— Fa—oEROZ L CERFHRERT /<
V—MBEIN2NEWNI DO Th D, K
DOIHTOBILEE, HARMBHEN IFRS 2L
AT 2L, 20X a0k RICE RN EL D
DNEIMMENS T ETHD,

(2) Kaserer and Klingler [2008]

Kaserer and Klingler [2008] (%, RA >Y4{&
(A RICEBESEF R EOREM L SFRAES
7 )= ) —DOBRICOWTHIE LTZIFETH
5,

Mishkin 7 2 M EAUE, FA 7 HAEICHEL
L CTWADEEICONWTIERIE DR EFRIZH
ERARIEE SIS NI i@ﬁ IRV, [H
PR BBV (T YEIL U 72 355 (S 1T RS O B

FITHE T 2w R ﬁmﬂéﬁ%‘% EnzEnd

(Kaserer and Klingler [2008], pp.853-854),



%72, Kothari et al. [2005] DOFE#Fizd &2
&, BEERET MK DBAEBIT> TV D,
%@%ﬁﬁ%;ié&,xﬁ%EWY/vj_

IE RS R A E O ] E 21T - T2 R I
Z AT TV D ATREMES EWV & vy D (Kaserer
and Klingler [2008], pp.855-857), & L C,
FEIBE G REUEN R4 TIAE D aiEfED 2000
FLRNCREFIRES T /< ) — &3 3 REHUE
23, 2000 005 2002 FEOHIRIIZ W TR
SEPF A ST T 2 155 O R RO A BLEE S
5 & LTW5 (Kaserer and Klingler [2008],
pp.857),
ZOFATHIFRIZ S & 5L 2 b1, AAREZEI
X 5 IFRS OEE A O KIZ B AT BB
LHEFHEAET )~ ) —IC B e KX T AR
WRHDHEBZZDIENTED, HRIZ R Y
CFEICa—Fe—0EETHLHY, 20Kz
WTRAET 2 ERH D EEZHND,

4. {RERODIESE

PLEDRATHIFRIC S & DD TR 2 A5 T
%, Pincusetal. [2007] 26 &SF1E, HA
Xa—Fe—DEKTHL Z Lo EEHRAE
w7 /7Y —IBEINICWENnS Z kT
72V, Kaserer and Klingler [2008] 2% &5
X, IFRS OfEEEAICL > THATHRE
BAEmT /)~ ) —DREINARTRD0
L7z, LArL, Chordia et al. [2014] |
H DT, 3%/D—®&WT%5%.T%
STHT /U =NERELTNDLZ LD, &
RRAELHE L TERRICRER AT )~ U =R
WoZIHBEINIZS K RoTWDnE L
AN

it,:ﬂ%@%ﬁﬁ%’%kd<%§

ZHARIZ Té:/ﬂ—vl/xmﬁ@%

ﬁﬁfé;ki?%ﬁwom%,n/ﬂwv:
YASILTW R HALHE ) O TFRS (TH] ) 4%

IFRS DAL RFAFKETT /<) —
ATBELHART, av "=V AENTH
AN IFRS IZUI W R 2 = HEG DKM, H
ARIHEDN S IFRS ~ORFHEMEDE) Y B 2 DI
BTN NE WL BEZ D ZENTED D
G, TFRS #H{E¥EToH 570 H AREUER H
BETHINEN) Z N, DFREET / ~
U =D RICENIZERE R EEL KT
STRVWAREME LB biILD, DFED, ZTDOER
Fi, BMIC TEFEREOMEILT / ~ U —I
WHEZRFE R\ LR TWAHEDTIEARL,
D EEOHEDRREL RO THNL, &
FHEMEDOMEILT / ~ U — T KX B E &
ESRNWEAS ] EIBRTNDHDOTH S,
ZDEHT, a— R —0DERTHLHZ X
2 N—T 2 ADHEREIZIFRS #{LE#E A L
THLEFPRAERT /)~ VU — BT D00 ER
FEDLRNENI B Z LFERDERT L,
IFRS OAEEGEMH &9 FHEZ B IR Z 5807
5 Z EIXIFRS HALEHMH T 2 L AT
IRV —=RELRTLRDEVNI B EMHBNR
DERT U,
IR =
MAERET D,

IZh D& FRDO ZDODIFER

IR 1 IFRS Z{EEE AT 2 A AR
DONT, FRREE Y Z— o LIS L DM
LA E R AOREMEIT R,

SR 2« HARRYEAEH T2 HARBZEICS
WC, R BA Y 2 — b RERAE L OMIC
B AOBEMET W,

M Yo NEeEEFTV

1. o7
YT IROBEY TH D, T RAEE
1%, 2017 4 3 A5 C IFRS -2 M3 %
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HORGESIS AT 18 B39 % 3 AR ¥
B ELLET) Thb, ok, Sm3EIIR
WTWD, TR 2014 FFEND 2016
FEEETTHD, OIS E 2T — XL el &
Y7 —T 74 F U A& L TIEELTZO,
%72, IFRS {LEHEAEEO T T iz
WTHOIE TS, X7 7vE, ERo
IFRS L& 3 & Al — 0 ¥R X /) TRIE
DTV HAFEHE A A BN L7200, 7235,
KEEAERE P EEICET 2017 T 5
DS, INT R RAETE Je OV T o 7L OBAR S U
R TH D, KPR OIMUVESE B LT
R, IFRSLEEMAMEEDY 7 Bt 117 &
2o 7= D,

2. SWETIL

ST L1Z Pincus et al. [2007] 0 FE Y
g—rAwRETNVERAT 5, ZOET LT
E, KFAERT /<) —, FyviaTva—
T /=U—, EHET )~ —, EP T/~
U—, BM 7 /< VU —IZ 2O\ ClAFICHFET
%o ARITIREHZD THMNLEFED 6 HRKET
DORFEY X —r, ACCIIiH#4E, SIZE X
Reli#a%E, EP X EPS/HRAM, BM (X A/,
OCF (I EHE®cLdFy vy a7v—Th
%, ACC & OCF I IHEHETT 7L — F LT
%, ACC, SIZE, EP, BM, OCF &k
ZRMALTONG 1DOMEE & 5 X OIS
Do

ARt+1 = 60 + (S‘lACCdECt + 6‘2IS‘IZEdECt
+ 863EP%¢, + §,BM e,
+ 850CF*C, + @yyq
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IV SR

EakoeF A 2FH L, IFRS {&& i 4
ELZOXTH TN TH D HAKMEGE
¥, KEREEHEELEZOXTH TV TH
% HAFEE AR A KT, 2014 RN D
2016 FF-fEE TDO ' — Y 7 OLS LUV 3% /L 55
Br (&R, BEZR), WOIHEER D2
a At v a UERGHT AT o 7202,

IFRS i AEEICET 2R A2 WD &, 2016
EEICOWTRERERT / ~ U —0@igs
nNsd, £z, ZOFEEIZOCF & EP 22>\ T
HRPREE Y ¥ — 0 EHEBERBEEMRA T T
W5, 72721, OCF OB HITADEE 22
S>TW5b, —J7, IFRS #iHEEDTH 7
VT D B AR EIC OV T 2016 4
FIEfRERT /7~ =B8RI NS, £
72, OCF {Z2>W\W T HAEEETH-Tz, LML
NH, RFRERT )~V —I2H%D p fHIX
IFRS #HBEDHF /NS o TWNDH Z &R

WENTZ, )7, 2014 FEOFERITEH TR
RBD, YU T NAEDNS WV RICITER S BT
HTHAI,

WA K E FL e 22>\ T, T
HETT /<) —dBlEsn ol —7,
KE R A BEOTH TV TH D HA
FEUE 312 oW T, SIZE, EP 23fFk 5
WUV A= EAERBEMELZFOFEENH D
ZEDPBE SN, BARKEHEITKEREUEL 2
NR—=Tx VAEITH>TNDL DT TIE R W=D,
Z ORERIT, SFEEOCHENT )~ U =05y
Mk RN BEZRIEL YD EE2REBL T
L0000 LIV, LavL, KE R UERFSZE
IXIFRSHEAMEL D & 7D/ N E VAL
WIFERAET L2 TH A ),



IFRS DER ERFRETT /<) —

®3I KR
[FRS B A%

2014 2015 2016 2014-2016
N 19 43 55 117
ACC 0.234 0.103 -0.376%* -0.041
SIZE 0.120 -0.151 -0.149 -0.093
EP -0.071 -0.185 0.198%* 0.029
BM 0.226 0.092 -0.034 0.019
OCF 0.300 0.219 -0.323%* 0.036
cons -0.515 -0.158 0.308** -0.059

HAZEEEREE (IFRSEAEEDORTHLT)

2014 2015 2016 2014-2016
N 18 44 52 114
ACC -0.390% -0.035 -0.216* -0.135
SIZE 0.053 -0.013 -0.075 -0.036
EP 0.370% -0.156 0.048 -0.007
BM -0.298** -0.053 -0.010 -0.055
OCF -0.251 -0.284 -0.213* -0.197
cons 0.144 0.136 0.227 0.143

REEEEALE

2014 2015 2016 2014-2016
N 21 19 16 56
ACC 0.112 -0.012 0.200 0.035
SIZE 0.232 -0.213 0.022 -0.027
EP -0.283 0.007 0.114 0.033
BM 0.184 0.442 0.031 0.245%
OCF 0.239 -0.062 0.022 0.074
cons -0.289* -0.139 -0.228 -0.229

HAEZEERALE CREEEBERLEORTHITN)

2014 2015 2016 2014-2016
N 20 19 17 56
ACC 0.148 0.413 0.028 0.121
SIZE -0.359 -1.129% 0.024 -0.607**
EP -0.348* -0.589 0.234* -0.137
BM -0.015 -0.446 -0.297 -0.439*
OCF 0.233 0.199 0.103 0.110
cons 0.053 0.462 -0.007 0.338

(FB) **ImiMl 1%A%, *IIm 5% G5 Ch b2 L a2ERT, FEEEIFICOVTIE OLS (m/82 1)
DIHTHRER A2 KT, 2014-2016 LD FHTIZ OV T, F #7E, Hausman # &, Breusch and Pagan
REICH ES& 77—V 7 OLS OfRERL TN D,
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2. HEHIEELESA/ R—ay
WIMHIEE A ) RX— a3 > EOMEIZ O
Tl%, Baranchuk et al. [2014] > Chang et al.
[2015] WA R w7 «F T v a v uxigimOM b
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3. BELA4/R—3y
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Atanassov [2016] I[Z L > TAGLE A/ _—
a v EOREMRA I SN >oH %, Hall
[1992] ClTAfELHR L R&D &E&E & Ofic~
AT AOEEZFERL LI LOD, LT LHED
KRBIFRIZH BT e 7o Tz, b b,
AEIZ L > T R&D EEDVHIF S LD D), ZE
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R&D &NV 7Dy, KRB AMEA S
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SIREFFEN DI LB RE LT D,
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O < B FEEHTIE 2013 4 3 A E TE MKt
S & T DOt LT, #5157
TIE 2010 4E 3 AMIE CTEONTOHIR &9 5,

HFERF AU B2 7 — # 13 2013 4 3 A
FTCATTED720, 201834 3 AYlEToT
— 2 ZFMT 5, —F, BEIHREFEIZOWT
I, RN R LT DRk 3EDRIC
FIR SN R B A NET 5720, 2010 4 3
AMETET D,

AR THERT 2MET —Z 1%, QUICK ©
ASTRA MANAGER X v EfG L, #EfEMER
REMAT D, FFT —Z 2o T, TP §F
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DHHTET IVTIE, WEROHFEREDI D,

Z 2T, RS TIiR/h ZRIEIC LD HEEIC
RZT, BIEEEIEC X Db ERT 5, A
W72 Cix Liu et al. [2014] <°BF[ [2017] 72
EDYATHIE CHAFAE S L L CTEH sz, IR
AR D AE LR T ISR S5
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EOBHNFHEIND,
BREEBOEC X DHEE 24T\, WAETED 220
&) RIS FEH S N HAT, B 3R
HELD QEEEIEIC X D HEENEY TH D
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EERWTEHENRLEE LN LTk d, NWAEMKE
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1. EX¥ET & 1B

# 1 FHERTEO G CERT 2
NOFIRHEH EE /R L, £ 21X 7 E
F D EEM OFBERIfR & £oR LT\ D, HIRERE
74 (PATENT) O-FEJfEIE 185.708, HRfi
1% 54, F/MEDS 1, FRMEAS 4523 & 785> T
%o ETIBREAGTICR S5 HAE (ONUFPL) @
SEHMEIE 4%, FRIET 3.3% & 72> T D, #
2 THMAZEEE OISOV THERT S &,
Pearson ®FHBI & Spearman DOFHED VT I
[ZHB W TH LOG_SALES & LOG_RDE & @
(2 0.6 2 x5\ WOFHBIRERE S, feh 3
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®1 EXEHE  HERHTRYLTL
F1E HR{E SERE =/IME RAME ~ HUILE
LOG_PATENT 1.736 1.732 0.711 0.000 3.655 3,869
PATENT 185.708 54.000 378.025 1.000 4523.000 3,869
ONUFPL 0.041 0.034 0.033 0.001 0.181 3,869
DE 0.687 0.415 0.841 0.000 6.792 3,869
DIR 0.015 0.003 0.035 0.000 0.303 3,869
FOR 0.138 0.115 0.105 0.002 0.454 3,869
FIN 0.322 0.324 0.116 0.057 0.603 3,869
LOG_K/L 1.269 1.233 0.337 0411 2.401 3,869
LOG_SALES 5.015 4.969 0.498 3.956 6.539 3,869
LOG_RDE 3.350 3.304 0.668 1.602 5.342 3,869
®2 HEERF . HERSERYUITL
LOG PATENT __PATENT ONUFPL DE DIR FOR FIN LOG K/L  LOG SALES  LOG RDE

LOG_PATENT 0677 -0.005 0.034 -0.209 0.451 0314 0.039 0571 0.747
PATENT 1.000 0.006 0.046 -0.126 0366 0211 0.018 0509 0568
ONUFPL 0.014 0014 -0.051 -0.122 -0.148 -0.013 -0.242 -0.047 -0.016
DE 0.059 0.059 -0.007 -0.087 -0.159 0.061 0.285 0178 -0.024
DIR -0.419 -0.419 -0.081 -0.205 -0.116 -0.222 -0.092 -0.239 -0.191
FOR 0473 0473 0172 -0.163 -0.341 0.250 0.077 0.494 0.580
FIN 0323 0323 0.001 0.162 -0.245 0.281 0171 0292 0.298
LOG_K/L 0.061 0.061 -0.201 0.290 -0.234 0.099 0.184 0.193 0.080
LOG_SALES 0578 0578 -0.026 0.200 -0.541 0510 0312 0.163 0.654
LOG_RDE 0755 0755 -0.007 0.007 -0.466 0,59 0316 0.104 0.645

1) A& E=1T51% Pearson fHEH, £ F =f41747% Spearman FHB,

FoFk 3 TSI AFFEO ST THEMT S
YT O REHEERL, K4 I1FFRY T
MNZH T DEHMOMBEBER AR R L TN D,
W5 H¥r% (CITED) O¥IfEIL 525.654,

I 157, e/ MEDS 1, RORMEAY 12729 &

o TWbh, £ 4 b, £ 2 LEEEI

-
—

LOG_SALES & LOG_RDE & Df#iz 0.6 %

A D@D D Z LD,

®3 EAHHE  SEIARERYUTL

FHE R fE SERE =/ME RKfE  HUTLE
LOG_CITED 2.194 2.196 0.709 0.000 4.105 3,607
CITED 525.654 157.000 1078.096 1.000 12729.000 3,607
ONUFPL 0.041 0.035 0.033 0.001 0.181 3,607
DE 0.689 0.414 0.848 0.000 6.792 3,607
DIR 0.016 0.003 0.036 0.000 0.303 3,607
FOR 0.133 0.109 0.104 0.002 0.454 3,607
FIN 0.322 0.321 0.116 0.057 0.603 3,607
LOG_K/L 1.267 1.232 0.336 0.411 2.401 3,607
LOG_SALES 4.994 4.940 0.492 3.956 6.539 3,607
LOG_RDE 3.315 3.255 0.657 1.602 5.342 3,607
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R4 HEER  #EIARERY YT
LOG_PATENT PATENT ONUFPL DE DIR FOR FIN LOG_K/L LOG_SALES LOG_RDE

LOG_PATENT 0.670 0.006 0.029 -0.207 0.426 0.319 0.048 0.537 0.717
PATENT 1.000 0.009 0.043 -0.118 0.382 0.220 0.042 0.499 0.558
ONUFPL 0.026 0.026 -0.051 -0.129 -0.149 -0.014 -0.238 -0.043 -0.010
DE 0.048 0.048 -0.006 -0.088 -0.156 0.059 0.283 0.178 -0.019
DIR -0.390 -0.390 -0.093 -0.201 -0.106 -0.223 -0.090 -0.233 -0.182
FOR 0.441 0.441 -0.175 -0.166 -0.320 0.250 0.084 0.484 0.564
FIN 0.328 0.328 -0.002 0.158 -0.243 0.281 0.171 0.297 0.305
LOG_K/L 0.068 0.068 -0.199 0.287 -0.235 0.104 0.184 0.197 0.090
LOG_SALES 0.538 0.538 -0.025 0.195 -0.526 0.496 0.315 0.163 0.639
LOG_RDE 0.722 0.722 -0.003 0.008 -0.443 0.578 0.321 0.112 0.625

) A E=A1THIA Pearson FHBH, 72F =174 Spearman FHEA,

H AR R D REEHE R

# 5 [THBERFFEICOVWTORITET LT
& % ()& K/ —3FlE (OLS)

& BRIk

(IV) T, F@QRUTHWTHRT YV aEF &
TIEAR RN A AT 7 o T FEEERE B A FOR

=t
LTWa,

&5 HERFRORILRR

ANZESH AOZESH

ETIL oLs \Y; R7VUEIF EiE EiE
NB1 NB2
HKEEH LOG_PATENT LOG_PATENT PATENT PATENT PATENT
R L HE VIF R L HE RE LB ¥ LB R¥ L (B
ONUFPL -0.457%** 1.19 1.03 -2.196%** -1.115%* -1.450%**
(-2.079) -0.341 (-3.701) (-2.504) (-3.095)
DE -0.0103 1.38 -0.008 -0.039 0.005 -0.034*
(-1.098) (-0.785) (-1.403) (0.210) (-1.664)
DIR -0.574%*x* 1.22 -0.365 -0.252 -0.663 -0.529
(-2.578) (-0.768) (-0.344) (-1.446) (-1.350)
FOR -0.110 1.97 -0.0293 -0.202 0.035 -0.366*
(-1.264) (-0.160) (-0.989) (0.195) (-1.842)
FIN 0.230%** 1.34 0.244*** 0.447*** 0.542%** 0.124
(3.861) -3.626 (2.883) (4.356) (0.998)
LOG_K/L 0.0132 2.12 0.056 -0.0936 0.114 -0.061
(0.440) -0.621 (-1.254) (1.578) (-1.051)
LOG_SALES 0.414%** 431 0.403*** 0.914%** 1.241%%* 0.826***
(13.05) -10.75 (10.20) (15.24) (14.51)
LOG_RDE 0.574%** 4.48 0.574%** 1.227%** 0.958*** 1.032%**
(21.87) 2156 (15.27) (14.10) (19.39)
Constant -3.452%** -3.493*** -7.470%** -8.199%** -5.102***
(-13.86) (-13.21) (-12.92) (-13.13) (-13.06)
Year fixed effects YES YES YES YES YES
Industy fixed effect YES YES YES YES YES
Observations 3,869 3,869 3,869 3,869 3,869
Adj.R? 0.712 0.708
Pseudo R’ 0.806 0.127 0.087
Ftest (B1=p2) 4.15** 0.12 13.11%** 6.26%* 9.11%*x*
X2 (B1=B2) 13.11%%* 6.26%* 9.11%*x*
Wald tet of exogeneity 0.243
Prob >ch2 0.622

) FEIMNOfEIE, OLS & IV TiZe "X Mt fETHY, N7 Y UEYE LA ZHAMMEE TIEr A
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Abstract

This study investigates how industry homogeneity is related to the
magnitude of post-earnings announcement drift (hereafter, PEAD).
Given that firms in industry with more homogeneous operating cost
structure are conducive to spillover of knowledge among investors, we
expect that firms in industry with high homogeneity show relatively
low magnitude of PEAD in terms of information transfer effect. Using
firms listed on Korean Stock Exchange (KSE) between 2005 and 2015,
we find the evidence that the magnitude of PEAD is negatively
related to the industry homogeneity, indicating that investors are
more efficient for firms in highly homogenous industry in which the
information is likely to be referred to the peer firms. In addition, we
find that the effect of industry homogeneity on the magnitude of
PEAD exists mainly for the firms in industry with extremely high
homogeneity and is robust to controlling for the effect of industry
concentration. Overall, our study contributes to the literature on
exploring determinants of the PEAD by linking information transfer
effect in homogenous industry to investors’ informational efficiency in

capital market.

Key words: Industry homogeneity, Information transfer, Post-earnings announcement drift.
JEL classification: M41
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1. Introduction

This study relation

between industry homogeneity and the

investigates the

magnitude of post-earnings announcement
drift (hereafter, PEAD). PEAD is defined as
the phenomenon that stock price continues
to drift in direction of unexpected earnings
after earnings announcement date (Ball and
Brown 1968; Jones and Litzenberger 1970).
Since PEAD contradicts the efficient market
hypothesis (EMH) which assumes that all
available information 1s perfectly and
promptly reflected in stock price, it 1is
regarded as one of the accounting-based
Thus, why this

which factors

market anomalies.

phenomenon occurs or
influences the magnitude of PEAD have
been a critical issue in accounting research.
PEAD is

documented to be mostly concerned with

According to prior studies,

investor’s under-reaction to earnings news
which incorporates the information on firm’s
future earnings (Bernard and Thomas 1990;
Ball and Bartov 1996). Given that investors’
under-reaction to earnings news is mostly
attributable to the lack of information on
firm specific characteristics, previous
researches have been explored determinants
of PEAD by focusing on the information
environment surrounding individual firms.
The findings show that the proxies for
information environment such as firm size
(Foster et al. 1984), analyst coverage(Zhang
2006), accounting disclosure policy such as
conference call (Kimbrough 2005) and Big4

audit firm (Ferguson and Matolcsy 2004) is
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negatively related to the extent of PEAD.
This suggests that the rich environment
providing more information about firm
condition investor’s

specific improves

efficiency  for  interpreting earnings

information, consequently lowers the
magnitude of PEAD.

However, considering the fact that
investors are willing to effort to get more
information and learn about technical skill
on disentangling intrinsic value from
released information about target firms, we
note that PEAD is affected by also a
knowledge spillover effect among investors.
The spillover effect of knowledge is mostly
documented in the literature on the auditor’s
incentives to audit specialization, in which
audit firms seek to specialize in industries to
conducive to knowledge transfer about audit
risks and processes across similar clients
and achieve lower costs (Gramling and Stone
2001; Cairney and Young 2006; Reichelt and
Wang 2010). This means that the audit
efficiency 1mproves in information
environment in which information is likely
to be referred to the other clients. Cairney
and Stewart (2015) and Bills et al. (2015)
support the argument on the audit efficiency
through the spillover effect by showing that
auditors lower fees for clients in industry
with similar I operations where industry
knowledge is more transferable.

In this context, we investigates that the
defined as the

in operating activity within

industry homogeneity,
similarity
industry (Cairney and Young 2006), is
related  to

significantly post-earnings
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announcement drift.(!) We conjecture that
the high homogeneity in industry, in which
the information is likely to be referred to the
peer firms, usually helps investors more
firm’s future

efficient 1in forecasting

performance than less homogeneity in
industry. As such, this leads investors to
under-react less to earnings information
which arrives on earnings announcement
date. On the contrary, investors would be
likely to difficulty with

interpreting earnings news of firms with less

more have
homogeneity in industry. As a result, they
are likely slow to respond to the information
implied in earnings news and consequently
the stock price also drifts in the same
direction of unexpected earnings over several
periods after the earnings announcement.
Thus, we expect the extent of industry
homogeneity to be negatively related to the
magnitude of PEAD and hypothesize that
the magnitude of PEAD for firms in industry
with high homogeneity is lower than for
firms in industry with low homogeneity.®

To test our hypothesis, we conduct a series
of the regression analyses. Using a sample of
8,458 firm-years for KSE-listed firms from
2005 to 2015, we find that the extent of
PEAD s

homogenous industry than those in less

lower for firms in highly

homogenous industry, supporting
information transfer effect. These results
indicate  that industry  homogeneity
mitigates the investors’ under-reaction to
earnings information, suggesting that
market participants are more efficient in

information processing for firms in industry

with high homogeneity. Further, we find the
effect of

homogeneity on PEAD from the evidence

non-monotonic industry
that the negative relation between industry
homogeneity and PEAD is more pronounced
for firms in industry with relatively high
homogeneity. Lastly, we show that the effect
of industry homogeneity on PEAD is not
significant in post-IFRS adoption period.
Our study contributes to academic
researchers as well as practitioners in
several ways. First, this study adds to the
of the

investor’s informational efficiency in capital

literature on the determinants

market by linkage of information

environment represented by industry
homogeneity and investors’ under-reaction
to earnings news. Specifically, by connecting
the homogeneity in cost structure within
same industry to the accounting-based
market anomaly (i.e., PEAD), our study
sheds light on a determinant which affects
the market’s informational efficiency. Second,
by suggesting the importance of accounting
consistency among peer firms with similar
operating cost structure, to investors’ ability

of information processing, our

paper

provides authorities an opportunity to

overhaul the accounting practice and
regulation for each industry and to enhance
investor informational efficiency. Lastly, we
suggest that investors are able to earn more
profit by understanding and exploiting
industry economic fundamentals implied in
different homogeneity among industry in

developing their investment strategy.
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2. Research Background and
Hypothesis Development

2.1 Post Earnings Announcement
Drift and  Intra-Industry
Informational Environment

Post-earnings announcement drift 1is

defined as the phenomenon which stock

returns drift continuously for several periods
in direction of unexpected earnings following
earnings announcement date (Ball and

Brown, 1968; Freeman and Tse, 1989). Since

this contradicts the efficient market

hypothesis which suggest that stock price
reflects fully and immediately the public
information for future earnings during the
earnings announcement period, PEAD is
generally  understood  accounting-based
market anomaly. While a large of studies
have explained the causes of this
phenomenon in perspectives of transaction
cost, risk, and methodological problem

(Foster et al. 1984; Bushan 1994; Mendenhall,

2004; Ng et al. 2008), the most common

explanation is investor’s under-reaction to

the underlying information in unexpected
earnings (Bernard and Thomas 1990; Ball

and Bartov 1996; Bartov et al. 2000).

The factors determining the magnitude of
PEAD which have discussed in related
literature are summarized largely into
twofold. The First is earnings quality. To the
extent that PEAD is attributable to the
investors’ ignorance of the property of
earnings, investors’ under-reaction to more
persistent (volatile) earnings results in the
higher PEAD

(lower) magnitude of
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2006, Cao and
Narayanamoorthy 2012). This argument is

(Narayanamoorthy

associated with investor’s conservatism in
which investors tend to react more efficiently
to bad news. Second, the proxies for
information environment such as firm size,
analyst coverage, accounting disclosure
policy and Big4 audit firm is negatively
related to the extent of PEAD (Bartov et al.
2000; Bernard and Thomas 1989; Ferguson
and Matolesy 2004; Foster et al. 1984;
Kimbrough 2005; Fung and Su 2006; Zhang
2006). This suggests the richer environment
of information providing more frequent
forecasts by several analysts, high audit
quality by bigd audit firms, improves
investor’s efficiency for interpreting earnings
news, consequently lowers the magnitude of

PEAD.

2.2 Industry Homogeneity and
Hypothesis Development

Conditioning on the fact that firm-specific
information incorporates n part
industry-wide information, we propose that
PEAD is related to the extent of homogeneity
in production activity among peer firms
within same industry. Prior literature
documents that industry fundamentals such
as industry-wide accruals are informative
about firms’ future earnings (Brown and Ball
1967; Hui and Yeung 2013; Hui et al. 2016).
Moreover, for firms in industry with good
information environment which provides
more comparable information to other peer
are more efficient for

firms, investors

forecasting firms’ future performance as well
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as understanding industry-wide earnings
from each firm’s earnings.

The stream of research on industry
homogeneity has studied mostly the
information transfer through knowledge
spillover which means that the information
of firms within same industry is likely to be
referred to the peer firms. Cairney and
Young (2006) proposed the operational
homogeneity measured as the correlation of
each firm’s changes in operating expenses
within the same industry and examine the
relation between audit specialization and
industry homogeneity. By extending Cairney
and Young (2006), Cairney and Stewart
(2015) and Bills et al. (2015) show that
auditors are more likely to be specialized in
homogeneous industry because the
homogeneity in accounting practice helps
auditors’ knowledge spillover to peer firms
and efficient audit procedure. Moreover,
Peterson et al. (2015) find the evidence that
accounting consistency over firms within
industry is positively related to stock return
synchronicity with market return. These
results imply that firms with homogenous
industry in terms of accounting practice are
likely to be exposed to information transfer
to other peer firms. In other words,
homogeneity in cost structure among peer
firms lessens the information asymmetry in
the market and enhances investors’ ability of
understanding firms’ future performance.

Taken together, it is possible that high
homogeneity with respect to operating
expenses in industry represents the better

condition for sharing information with peer

firms. the higher

industry to

Thus, we expect

homogeneity in mitigate
incrementally the magnitude of PEAD.
Finally, we conjecture that the magnitude of
PEAD for firms in industry with higher
homogeneity is lower than for firms in
industry with low homogeneity and
hypothesize as follows.

H: The magnitude of PEAD is negatively

related to the industry homogeneity.

3. Methodology

3.1 Industry Homogeneity (HOGN)

Industry homogeneity refers to a
similarity of the cost structure of firms
within same industry. Previous studies
viewed industry in which the changes in
operating expenses of a firm are more
correlated with other firms with operating
homogeneity. Accordingly, we measure the
proxy of industry homogeneity as an average
correlation of all firms within industry for
changes in operating expenses (Cairney and
Young 2006). Specifically, we calculate the
correlation coefficient of the changes in
operating expenses of each firm with the
other firms in same industry for 5 rolling
periods and then take an average of those
coefficients by each industry. Equation (1)
measure of

represents the industry

homogeneity (HOGN).

n
1
HOGN, = Z Corr(AOEX, AOEth)k x—(1)
k=1
where, AOEX, denotes the percentage

changes in operating expenses for year ¢ and

operating expenses(OEX) is calculated as
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(Sales-Operating income+Depreciation).

3.2 Post Earnings Announcement
Drift

To test stock price drift subsequent to
earnings announcement, we need to measure
unexpected earnings at earnings
announcement date (UE) and the cumulative
abnormal returns (CAR) following earnings
announcement date.

We measure standardized unexpected
earnings based on the time-series model in
which unexpected earnings is the difference
between current earnings and four lagged
earnings for quarter, scaled by standard
deviation of seven-consecutive unexpected
SUE;, =

earnings for quarter.

EPS;q—EPSiq_4
SR B iy

where EPS, =quarterly

i,
Oiq a

earnings per share; EPS;,_,=earnings per
share in the same quarter in the previous
year; and o0;, =standard deviation of
unexpected earnings (EPS;, — EPS; ,_,) over
the prior eight quarters. Next, CAR 1is
size-adjusted cumulative abnormal returns
over the 45 (or 60) trading days starting the
day after the earnings announcement (day 0)
for quarter t. We form 25 portfolios by
sorting on market value at the beginning of
the year and then calculate abnormal
returns by subtracting portfolio average

returns from firm-specific returns.

3.3 Model Specification
To test our hypothesis, we run the
regression equation with firm-quarter based

variables as follows.
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CAR = By + B,DSUE + B,HOGN + BsDSUE X
HOGN + B,In(MV) + BsBETA + B,MTB +
B;MM + Bgo(Ret) + Fixed Effect + & (2)

SUE ! Standardized unexpected
earnings estimated form

time-series model;

HOGN  :Industry homogeneity;

In(MV)  : Firm size, measured as the
logarithm of market value;

BETA : Firm risk, measure as the firm
return’s sensitivity to market
returns;

MTB : Market to book value ratio,
measured as market value
divided by total equity;

MM : Momentum returns for previous
12 months;

o(Ret) : Volatility, measured as the
standard deviation of daily
returns during prior year;

CAR : Cumulative (size-adjusted)

abnormal returns for 45 (or
60)-trading days following

earnings announcement date.

Our main variable is the interaction term,
DSUE X HOGN . If high homogeneity with
respect to operating expenses in industry
indicates the better condition for sharing
information with peer firms in information
transfer perspective, the higher homogeneity
in industry to mitigate incrementally the
magnitude of PEAD. Thus, B; is expected to
be significantly negative. To control for
firm’s systematic risk partially explaining
abnormal returns (CAR), we include firm
size (In(MV)), market to book ratio (MTB),
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beta (BETA), and momentum returns (MM),
suggested by Fama and French (1993) and
Carhart (1997) and stock volatility (o(Ret))
in regression model. Additionally, we control
for year fixed effect by including year
dummy variables. Panel data has a potential
problem of the estimation bias due to
cross-sectional correlation and time serial
autocorrelation. To address this concern, we
test a statistical significance of coefficient
using firm-cluster robust-standard error
(Petersen 2009).

3.4 Sample

Of firms listed on Korean Stock Exchange
(KSE) between 2005 and 2015, we impose
the following restrictions: we delete (1) firms
with a fiscal year end in non-December, (2)
firms that belong to the financial and
insurance industries, (3) firms with
impairment of capital, and (4) observations
with missing stock returns, announcement
dates, or other financial wvariables. We
winsorize at 1% of both top and bottom of all
variables to alleviate the effect of outliers.
The final sample contains 8,458 firm-quarter
observations. We retrieve quarterly earnings
data, daily stock prices, and other financial
variables from the Kis-value II database of
NICE Investors Service Co, Ltd. and obtain
the earnings announcement dates from the

Korean Exchange (KRX).

4. Empirical Analysis Results
4.1 Descriptive Statistics

<Table 1> reports the descriptive statistics

for the test variables. Industry homogeneity
(HOGN) as a main variable in our study
shows the mean (median) value of 0.123
(0.087) and ranges between -0.380 and 0.983.
Higher homogeneity in industry denotes
higher correlation of the operating cost
structure among peer firms. Thus, higher
(lower) value of HOGN indicates high (low)
similarity in operating activity among peer
firms, representing accounting consistency

within same industry.

4.2 Correlation Analysis Results
<Table

analysis results of test variables, showing

2> presents the correlation

the Pearson (Spearman) correlation
coefficient on the left (right) of the empty
diagonal. The correlation coefficients of
unexpected earnings (SUE) and cumulative
abnormal returns (CAR) are all positive and
significant at 1% level, indicating that stock
returns drift in direction of SUE. The
(HOGN) 1s

significantly correlated with

industry homogeneity
cumulative
abnormal returns only for 60 trading days
following earnings announcement in the
results of Spearman, suggesting that the
effect of HOGN on the drift in stock returns
is unclear. In the next section, we examine
more elaborately the relation between the
magnitude of PEAD and
(HOGN) by

regression model analysis.

industry

homogeneity using the
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<Table 1> Descriptive Statistics

Variables
SUE
HOGN
In(MV)
BETA
MTB
MM
o(Ret)
CAR45
CAR60

Min 1% 25% Mean 50% 75% 99% Max Std.
-4.220 -3.677 -0.606 0.059 0.034 0.688 4.171 4.729 1.358
-0.389 -0.086 0.042 0.123 0.087 0.161 0.679 0.983 0.137
23.640 24.210 26.030 27.145  26.811 28.279 30.738  30.738  1.557
-0.034 0.037 0.494 0.795 0.758 1.073 1.748 1.904 0.400
0.180 0.193 0.613 1.438 0.959 1.622 8.089 9.384 1.462
-0.644 -0.570 -0.165 0.167 0.041 0.357 2.275 2.547 0.526
0.011 0.012 0.020 0.027 0.025 0.032 0.057 0.061 0.009
-0.555 -0.379 -0.091 0.006 0.002 0.096 0.404 0.506 0.155
-0.542 -0.420 -0.101 0.010 0.003 0.113 0.511 0.650 0.176

Variable Definition:

SUE : Standardized unexpected (quarterly) earnings, estimated by time-series model;
HOGN ! Industry homogeneity, measured as the correlation coefficient of change in operating cost
among firms within same industry;
In(MV) ! Firm size, measured as the logarithm of market value;
BETA ! Firm risk, measured as the firm return’s sensitivity to market returns;
MTB : Market to book value ratio, measured as market value divided by total equity;
MM : Momentum returns for previous 12 months;
o(Ret) : Volatility, measured as the standard deviation of daily returns during prior year
CAR : Cumulative (size-adjusted) abnormal returns by 45 and 60-trading days following earnings
announcement
<Table 2> Correlation Matrix
SUE HOGN  In(MV)  BETA MTB MM o(Ret)  CAR45  CAR60
SUE -0.028 0.035 -0.023 0.075 0.051 -0.023 0.071 0.081
(0.011)  (0.001)  (0.031)  (<.001) (<.001) (0.085) (<.001)  (<.001)
HOGN -0.031 0.074 -0.002 -0.077 -0.021 -0.115 -0.010 -0.020
(0.004) (<.001)  (0.843) (<.001) (0.048) (<.001) (0.362)  (0.069)
In(MV) 0.028 0.053 0.300 0.316 0.074 -0.159 0.038 0.044
(0.010)  (<.001) (<001) (<.001) (<001 (<.001)  (0.001)  (<.001)
BETA -0.023 0.016 0.275 0.041 -0.116 0.453 0.005 0.009
(0.031)  (0.144)  (<.001) 0.000  (<.001) (<.001) (0.646)  (0.409)
MTB 0.081 -0.079 0.375 0.085 0.432 0.213 0.050 0.065
(<.001) (<001 (<.001)  (<.001) (<.001) (<.001) (<.001)  (<.001)
MM 0.071 0.014 0.077 -0.165 0.379 0.182 0.030 0.029
(<.001) (0.211) (<.001) (<.001) (<.001) (<.001)  (0.007)  (0.007)
o(Ret) -0.018 -0.094 -0.134 0.478 0.249 0.093 0.018 0.028
(0.095)  (<.001) (<.001) (<.001) (<.001) (<.001) (0.091)  (0.010)
CARAS 0.079 0.000 0.046 0.003 0.061 0.032 0.009 0.850
(<.001)  (0.993) (<.001) (0.803) (<.001) (0.003)  (0.395) (<.001)
CAR60 0.093 -0.011 0.050 0.004 0.072 0.037 0.016 0.847
(<.001) (0.321)  (<.001)  (0.682) (<.001) (0.001) (0.146) (<.001)

The Pearson correlation coefficients are indicated on the left of the empty diagonal and Spearman on the
right. The figures in parentheses are p-values. The definitions of variables are in <Table 1>.
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4.3 Regression Results
To test our hypotheses, we implement the
with the
abnormal returns as dependent variable and
the interaction term of DSUE and HOGN
(DSUEXHOGN) as key

variables. If the results support information

regression model cumulative

independent

transfer hypothesis, the coefficient of
DSUExXHOGN is
indicating that higher industry homogeneity
is related to the lesser magnitude of PEAD.
<Table 3> shows the result that the
coefficient of DSUEXHOGN is significantly
negative for the
returns for both 45-trading days (CAR45)
(CAR60) following

announcement,

significantly negative,

cumulative abnormal
and 60-trading days
earnings supporting
information transfer hypothesis. Specifically,
DSUExXHOGN has the negative coefficient of
-0.1547 (t-statistic=2.35) on 45-trading days
returns and -0.1735 (t-statistic="2.26) on
60-trading days returns. All inferences are
robust to controlling for the variables to
affect the cumulative abnormal returns. For
the other

coefficients

variable, the
(In(MV)) and
market-to book ratio(MTB) are statistically

independent

of firm size
significant.

4.4 Additional Test

4.4.1 Non-monotonic Effect of
Industry Homogeneity on
the Magnitude of PEAD

To the extent that the information of firms

in industry with low homogeneity tend to
reveal more opaque and thus have less
conducive to be transferred by information
users to the market, it is possible that the
incremental effect of industry homogeneity
on the magnitude of PEAD exists mainly for
the firms in industry with extremely high
homogeneity. If the effect of information
transfer on equity valuation is asymmetric
by the level of industry homogeneity, the
magnitude of PEAD is also likely different by
the level of industry homogeneity. To
validate explicitly this conjecture, we
separate industry homogeneity into the high
level (HOGN*) and low level (HOGN™) of
variable, respectively, based on the median
value of it and then regress the cumulative
subsequent to the

abnormal returns

earnings announcement date on these
variables interacted with respect to the
unexpected earnings (DSUE x HOGN* and
DSUE x HOGN ™).

The results of this analysis in <Table 4>
indicate that the negative relation between
the industry homogeneity and the
magnitude of PEAD is effective only in firms
in industry with high homogeneity. For both
cumulative trading days abnormal returns,
the coefficient of DSUE X HOGN™* is
significantly negative but that of DSUE X

HOGN ™ is not significant.
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<Table 3> Regression Results

CAR45 CAR60
1 ©)] 3 1 (2) 3
c 0.0178 -0.0794 -0.0795 0.0162 -0.1234 -0.1245
onst.
(8.37)*** (-2.31)** (-2.30)** (2.64)*** (-3.27)¥** (-3.28)**
DSUE 0.0999 0.0771 0.0943 0.1263 0.1005 0.1188
(6.44)*** (6.05)*** (5.95)*** (6.93)*** (6.80)*** (6.30)***
-0.0094 -0.0073 -0.0222 -0.0172
HOGN
(-0.84) (-0.66) (-1.59) (-1.27)
-0.0154 -0.0146 -0.0173 -0.0162
DSUE x HOGN
(-2.835)** (-2.20)** (-2.26)%* (-2.07)%*
0.0332 0.0340 0.0446 0.0467
In(MV)
(2.63)¥** (2.71)¥%* (8.27)%* (3.42)%%*
-0.0390 -0.0392 -0.0621 -0.0619
BETA
(-0.69) (-0.70) (-0.97) (-0.98)
MTE 0.0273 0.0236 0.0503 0.0441
(2.52)** (2.28)%** (3.93)%** (3.41)%**
M 0.0000 0.0000 0.0000 0.0000
(1.18) (1.16) (0.32) 0.34)
0.8372 0.7304 0.3628 0.3365
o(Ret)
(0.32) (0.28) (1.20) (1.15)
Year Effect Included Included Included Included Included Included
Firm cluster SE Yes Yes Yes Yes Yes Yes
R? 0.0093 0.0116 0.0119 0.0102 0.0141 0.0144

The figures in parentheses are t-statistics. All regression models use t-statistics based on robust standard
errors clustered at the firm (Peterson 2009) and include year fixed effects. The notation *** ** and *

denotes significance at the 1%, 5%, and 10% levels, respectively. The definitions of variables are in

<Table 1>.
<Table 4> Non-Monotonic Effect of Industry Homogeneity on PEAD
Dependent Variable= CAR60
Variables Coeff. t-statistic Coeff. t-statistic
Const. 0.0180 2.86 *** -0.1174 -3.07  F**
DSUE 0.1240 6.53 F** 0.1177 5.99 ¥
HOGN* -0.0249 -1.73  * -0.0187 -1.34
HOGN™ -0.1216 -2.00 ** -0.0925 -1.52
DSUE x HOGN* -0.0163 -2.09 ** -0.0154 -1.95 *
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The Effect

DSUE X HOGN™

In(MV)
BETA
MTB
MM
o(Ret)

Year Effect

Firm Cluster SE

RZ

-0.0055

Included

Yes

0.0106

-0.16

-0.0096

0.0044

-0.0061

0.0048
0.0015
0.3579

Included
Yes
0.0140

of Industry Homogeneity on the Magnitude of Post-Earnings Announcement

-0.28

3.21 **
-0.95

3.68 *¥¥
0.34

1.19

The figures in parentheses are t-statistics. All regression models use t-statistics based on robust standard

errors clustered at the firm (Peterson 2009) and include year fixed effects. The notation *** ** and *

denotes significance at the 1%, 5%, and 10% levels, respectively. The definitions of variables are in

<Table 1>.
<Table 5> Regression Results: Controlling for Industry Concentration Effect
Concent. Effect Controlling for Concent. Effect
Dependent Variable= CAR60
Variables Coeff. t-statistic Coeft. t-statistic
Const. -0.1243 -3.29  *¥* -0.1194 -3.15  ***
DSUE 0.1064 6.71 F** 0.1273 6.39 ***
HOGN -0.0180 -1.28
DSUE x HOGN -0.0173 -2.22  **
HHI -0.0630 -2.29  ** -0.0416 -1.82 %
DSUE x HHI -0.1789 -0.91 -0.1837 -1.22
In(MV) 0.0460 3.37 FH* 0.0450 3.32  **
BETA -0.0745 -1.17 -0.0638 -1.00
MTB 0.0577 4.27 FF* 0.0551 4.08 ***
MM -0.0003 -0.07 0.0004 0.09
o(Ret) 0.3789 1.25 0.3440 1.14
Year Effect Included Included
Firm Cluster SE Yes Yes
R? 0.0149 0.0157
N 8,433 8,433

The figures in parentheses are t-statistics. All regression models use t-statistics based on robust standard

errors clustered at the firm (Peterson 2009) and include year fixed effects. The notation ***, ** and *

denotes significance at the 1%, 5%, and 10% levels, respectively. HHI denotes Herfindahl-Herschiman

index representing the level of industry concentration, which is calculated as sum of square number of

each market share for top 3 firms within industry based on the two-digit Korea Standard Industry
Classification (KSIC) code. The definitions of variables are in <Table 1>.
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<Table 6> Industry Homogeneity, PEAD, and IFRS Adoption

Pre-IFRS
Periods(2005~2010)

Post-IFRS Periods(2011~2015)

Dependent Variable= CAR60

Variables Coeff. t-statistic Coeff. t-statistic
Const. 0.0013 0.02 -0.1812 -3.11  ***
DSUE 0.1358 5.24 k¥ 0.0933 3.37 wE*
HOGN 0.0164 0.72 -0.0367 -2.43  **

DSUE x HOGN -0.0307 -2.50 ** 0.0017 0.16
In(MV) 0.0042 0.20 0.0716 3.48  ***
BETA 0.4317 4.19 FFF -0.3532 -4.19  ***
MTB 0.0495 1.96 ** 0.0464 2.97 FF*
MM -0.0023 -0.38 0.0019 0.26
o(Ret) -0.7440 -1.85 * 0.6652 1.33
Year Effect Included Included
Firm Cluster SE Yes Yes
R? 0.0183 0.0219
# of Obs. 4,447 4,041

The figures in parentheses are t-statistics. All regression models use t-statistics based on robust standard

errors clustered at the firm (Peterson 2009) and include year fixed effects. The notation ***, ** and *

denotes significance at the 1%, 5%, and 10% levels, respectively. The definitions of variables are in

<Table 1>.

4.4.2 Controlling for Industry
Concentration Effect
Prior study documents that the magnitude
of PEAD in high

concentrated industry in which firms release

is higher for firms

less transparent information to raise entry
barriers (Chenga et al. 2013). Industry
homogeneity is, as one of proxies for industry
with industry
high

homogeneous industry is likely to reveal

structure, associated

concentration. To be  specific,
high competition in product market, that is,
to be less concentrated industry. Thus, to

capture the effect of industry homogeneity
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indifferent of industry concentration, we
control for industry concentration effect on
PEAD by including Herfindalhl-Herschiman
index in regression model. The result, as
presented in <Table 5>, shows that even
after controlling for industry concentration
effect, information environment hypothesis
holds.

4.4.3 The Effect of the Adoption of
IFRS

Since the adoption of IFRS (as of 2011 in

Korea) consistency

impacts accounting

which is a primary concern of IFRS, we can
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conjecture there will be the different effect of
industry homogeneity on PEAD by two
periods of pre- and post- IFRS adoption. If
accounting consistency across firms in same
industry after IFRS adoption has really
improved and consequently the homogeneity
changes, the effect of industry homogeneity
on PEAD is different by pre- and post- IFRS

IFRS

regulation improves the consistency across

adoption period. To be specific,
firms within same industry, by allowing
firms to report discretionally accounting
information on financial statement which is
more suitable for each firm valuation,
leading to the weak influence of industry

homogeneity on the stock price drift.

<Table 7> Industry Homogeneity, PEAD, and IFRS Adoption

Pre-IFRS Periods(2005~2010)

Post-IFRS Periods(2011~2015)

Dependent Variable= CAR60

Variabls Coeff. t-statistic Coeff. t-statistic
Const. 0.0199 0.33 -0.1838 -3.14  ***
DSUE 0.1269 4.97 FEF 0.1040 3.30 **¥

HOGN™* 0.0188 0.83 -0.0291 -1.82 ¥
HOGN~™ -0.1811 -2.35  ** 0.1036 1.16
DSUE x HOGN* -0.0288 -2.28  ** -0.0009 -0.08
DSUE x HOGN~ 0.0099 0.26 -0.0405 -0.54
In(MV) -0.0016 -0.07 0.0713 3.45  FE*
BETA 0.4305 4.12  F** -0.3511 -4.16  FFF
MTB 0.0473 1.90 ** 0.0470 2.98 FE*
MM -0.0023 -0.38 0.0000 0.27
o(Ret) -0.7152 -1.78 % 0.6493 1.29
Year Effect Included Included
Firm Cluster SE Yes Yes
R? 0.0200 0.0224
# of Obs. 4,447 4,041

The figures in parentheses are t-statistics. All regression models use t-statistics based on robust

standard errors clustered at the firm (Peterson 2009) and include year fixed effects. The notation

*%k%k
’

** * denotes significance at the 1%, 5%, and 10% levels, respectively. The definitions of variables are in

<Table 1>.

To test our conjecture, we spilt full sample
into subsamples by pre- and post-adoption
period and test regression model. We suggest

this test is relevant to validate the premise

of our hypothesis that industry homogeneity

represents cross-sectional accounting
consistency. <Table 6> shows that our

interesting variable is the interaction term,
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DSUEXHOGN shows significantly positive
coefficients in pre-IRS adoption period
(0.1004, t-statistic=4.53 for 45 trading days
and 0.1358, t-statistic=5.24 for 60 trading
days), but not statistically significant in
post-TFRS adoption, indicating the effect of
industry homogeneity on PEAD regarding
information environment hypothesis exists
in the period of pre-IFRS adoption. These
results are consistent with our conjecture
that the weak effect of industry homogeneity
on PEAD due to the improvement of
comparability among firms by IFRS
regulation.

<Table 7> shows asymmetric effect of
industry homogeneity on the magnitude of
PEAD only in the regression results for the
subsample of pre- IFRS adoption period. The
negative  relation  between  industry
homogeneity and PEAD reveals only in the

period of pre-IFRS adoption.

5. Conclusion

This study examines the impact of
industry homogeneity on the magnitude of
post-earnings-announcement drift (PEAD).
We  hypothesize that the

homogeneity is negatively related to the

industry

magnitude of PEAD in information transfer
perspective. To test our hypotheses, we
implement a series of regression analyses.
Using KSE-listed firms from 2005 to 2015,
our result shows that the extent of PEAD is
lower for firms in homogenous industry than
those in less homogenous industry. These

results indicate that homogenous industry
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enhances investor informational efficiency
by providing investors more and relevant
information with respect to firm valuation
via information transfer effect due to
accounting consistency among peer firms.
Additionally, we show the non-monotonic
effect of industry homogeneity on PEAD
documenting that the effect of industry
homogeneity on PEAD is more pronounced
for firms in relatively high homogenous
industry. Lastly, we show the effect of
industry homogeneity on PEAD is not
significant in post-IFRS adoption period.
Our research contributes to academic
researchers as well as practitioners. By
connecting industry homogeneity in cost
market

structure  to anomaly (.e.,

post-earnings announcement drift), our
study sheds light on another determinant
factor which affects the market’s efficiency
regarding information processing. Moreover,
by suggesting the importance of accounting
consistency across firms to investors’ ability
paper
provides authorities opportunity to overhaul

of information processing, our
the accounting practice and regulation for
each industry and to enhance investor
informational efficiency. Lastly, we suggest
that investors are able to earn more profit by
understanding and exploiting industry
economic fundamentals implied in different
homogeneity of industry in developing their

investment strategy.

Notes
(1) Since industry is classified by mostly the
production activity of firm, the information
on industry characteristic is embedded in
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industry-wide cost structure determined by
the property in production activity. Therefore,
we posit that the industry with high
homogeneity among peer firms in cost
structure  provides more information
regarding industry characteristics.

(2) Information transfer within industry is
significantly  associated with  industry
structure such as competitive strength of
industry or industry homogeneity in terms of
production activity. This means that how
accessible are investors to the information of
target firms is affected by industry structure.
However, little research has examined the
impact of industry structure on PEAD

induced by the investors’ informational
inefficiency.
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VI Summary of Articles

The new work plan of the IASB and issues for the
accounting profession in Japan

Yukio Ono

Accounting Standards Board of Japan

The objective of this article is to find out
issues for the accounting profession in Japan
by making an overview of the work plan
issued by the International Accounting
Standards Board (IASB) as a feedback to its
agenda consultation in 2015, the status of
IFRS endorsement in the EU and the
development of accounting standards in the
US and Japan.

The major activities of the IASB from 2017
through to 2021 will shift to supporting
implementing new IFRS standards and
research projects including better
communication projects after completing
major accounting standards except for
conceptual framework in 2017.

In the EU, the IFRS

framework was strengthened in 2014 and

endorsement

endorsement work has Dbeen steadily

performed by the European Financial
Reporting Advisory Group (EFRAG).

In the US, convergence of the US GAAP
and IFRS has been completed and the
Board

(FASB) has been focusing on improvement of

Financial Accounting Standards

the US GAAP with contributing to further
development of IFRS.

In Japan, the Accounting Standards Board
of Japan (ASBJ) is making efforts to make
the Japanese GAAP consistent with the
standards. The

number of voluntary adoptions of IFRS has

international accounting

been remarkably increasing in the
environment of the existence of four
accounting standards including “Japan’s

Modified International Standards (JMIS):
Accounting Standards Comprising IFRSs
and the ASBJ Modifications”.

In these circumstances, four major issues
for the accounting profession in Japan are
noted as follows:

(a) Consistent application of IFRS globally
and domestically

(b) Interpretation of IFRS by the IASB and
IFRIC

(c) Enhancement of comparability of IFRS ,
US GAAP and Japanese GAAP, and

(d) Undertaking of research activities and
timely development of IFRS standards
by the IASB.
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The Roles

and Problems

of Accountancy

Professions in Japan Clarified from Relationship
between the Reliability of Financial Reporting and
the Effectiveness of Internal Control

In Japan the situation regarding financial
reporting of companies and internal controls
in the last decade is as follows: At first an
International
Financial (IFRS)
started from March, 2010, and then the

number of companies that applied is156

optional application for

Reporting Standards

including 17 companies that are in the
process of applying as of October, 2017. As of
the end of June 2017, the current aggregate
value of (1) companies having applied IFRS,
(2) companies deciding to apply IFRS, and (3)
companies planning IFRS application has
accounted for 30% of that of listed companies
in the Tokyo Stock Exchange (617 trillion
yen). By the addition of value of (4)
companies examining IFRS application, the
total current aggregate value of them has
accounted for 52%.

On the other hand, the Internal Control
Report was introduced for listed companies
and store registration companies (including
foreign companies) from 2008 through an
application standard called ‘The Standards
and Practice Standards for Management
Assessment and Audit concerning Internal

Control over Financial Reporting’. Despite
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the improvement of companies in internally
controlled financial accounting systems,
accounting irregularities and violations are
still being reported.

This paper focuses on the limit of internal
control of financial reporting, especially with
paying attention to ‘unusual transactions’ of
the Toshiba Corporation’s accounting matter
as a case study. Toshiba Corporation is one of
the leading companies in the electronic device
industry, so this matter had received a lot of
interest. Then, in this paper the roles and
problems of professional accountants from
now on is investigated through reviewing
how they manage with the problems of
transactions. The main points here are as
follows: First, from the viewpoint of the
system of the Financial Statement Audit and
the Internal Control Audit Reports, the
relationship between the reliability of
financial reporting and the effectiveness of
the internal control is analyzed. Then, based
on the present conditions of the companies’
accounting practices, the limit of the internal
control is considered. Finally, the roles and
problems of accountancy professions in Japan

are presented.



Reduction of Complexity and IFRS

Complicated business transactions and
economic events make accounting standards
and disclosure standards too detailed and
complicated contents. This is a factor which
reduces the understandability of users of
accounting information. In the United States,
in order to secure the quality and
transparency which bring about the
usefulness of financial reporting, some
projects for reducing "complexity" in a wide
range area have been advancing. The scope of
these projects is the whole financial reporting
system of the United States including
accounting standards and  disclosure
standards.

The case in the United States has
suggested some viewpoints required in order
that the financial reporting system in a

jurisdiction may function effectively. In this

Yuji Yoneyama
Hokkaido University

paper, the present condition of activity
towards '"reduction of complexity" in the
United States and IASB is checked and some
points of argument which should be
examined when IFRS is adopted in Japanese
disclosure system are considered.

As "reduction of complexity" in accounting
standards, both FASB and IASB adopted a
principles-based  approach and  have
addressed the problem of a measurement
attribute. Moreover, the effectual disclosure
is explored for the usefulness of financial
reporting. It will be required to examine
conformity with such IFRS based on the
disclosure policy which clarified the basic
objective of the financial reporting in Japan,
in order to adopt IFRS in the disclosure

system.
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Issues surrounding Japan's Small and Medium

Accounting Standards

There are two small and medium
accounting standards in our country. Confirm
facts from the actual survey as to which
accounting standards are currently selected.
In this paper, in the point of selecting two
accounting standards, we will formulate that
"Issues surrounding Japan's small and
medium-sized accounting standards" exist.

Therefore, we set two objectives. The first is
the quality aspect of accounting standards.
We set the hypothesis that accounting
standards superior to qualitative will be
selected if qualitative superiority exists
according to accounting standards. However,
there was the fact that accounting standards
that generally gained an evaluation of "being
convenient" were selected in the practical

world. Therefore, the first hypothesis was
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rejected. As a result, it was pointed out that
criteria other than qualitative problems may
exist in the selection between accounting
standards.

The second aspect is education on SME
accounting standards. I mentioned the
possibility of gradual learning from simple to
difficult. However, it was pointed out that
careful consideration is required for the scope
of education and the order of education when
multiple accounting processes are tolerated
for one item. Also, if diversification of
accounting standards is observed, a variety of
accounting information is produced. At this
time, the reliability of accounting information
is the key, pointed out that the point of
accounting education shifts according to the

degree of reliability.



Assurance of Financial Reporting by SMEs

This paper aims to analyze the fairness and
reliability of financial reporting by unlisted
companies and small and medium-sized
entities (hereinafter collectively referred to as
“SMESs”) if they adopt International Financial
Reporting Standards (IFRS), from a practical
point of view.

First, the category of what is considered to
be an SME (vs a listed company) in Japan
was reviewed. Then the financial reporting
framework used by companies within the
category was also reviewed. Regarding the
framework, in Japan, it was confirmed that
various accounting standards and guidances
(including IFRS and IFRS for SMEs) are
permitted under the Companies Act as
“business accounting practices generally
accepted as fair and appropriate”. It was also
confirmed that the use of IFRS for SMEs has
not been widely adopted in practice and that

national accounting standards are used in

Naofumi Higuchi
Certified Public Accountant

developed countries outside of Japan.

Next, common practices employed by
Professional Accountants (PAs) for SMEs
were investigated. In Japan, it was confirmed
that the PAs and audit firms provide
assurance services mainly to listed
companies and rarely to SMEs. In contrast,
with the support of the International
Federation of Accountants (IFAC), it was
confirmed that the small and medium-sized
accounting firms (i.e. outside of the large
international accounting firms) provide wide
range of assurance services to SMEs in
overseas.

Finally, I analyzed the relationship
between Japanese SMEs and IFRS for SMEs
(or IFRS), the revision of the Civil Code and
the trend of the administrative agency’s
policy, the practical issues in the Companies
Act, assurance services provided by PAs and

their advantages/disadvantages.
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The Cohesiveness of Direct Cash Flow Statement

in IFRS X

The purpose of this paper is to clarify the
importance of cohesiveness to list the cash
flow and financial statements side by side,
based on the core principles of Financial
Statement IFRS X
According to the IASB 'Agenda paper' (2011)

and the view of the advocates who valued the

Presentation in

cash flow, this study aims to describe the
report of business (operating) and financing
activity, and the position of the direct cash
flow statement in the financial statement.
The proposal of IFRS X divides the cash
flow into the business and financing activity,
and applying this consistency for the

statement of financial position and
comprehensive income. Furthermore, it will
be required to limit to the direct method only
for the description of the operating activity
and to annotate the adjustment of operating
cash flow out of operating income.

Meanwhile, the following problem would
be pointed out.

Firstly, the finance leases should be
included into the operating finance
subcategory, and it is categorized to the
which  has

relationship. That is the item concerning

financing activity strong
operating finance subcategory should be
classified into either of business or financing

activity according to its character. Secondly,
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the statement of financial position should be
indicated according to the elements, such as
assets, liabilities and equity etc. Thirdly, the
selective application of direct and indirect
method, both should not be allowed.

The importance of IFRS X in the financial
statements has been evolved providing direct
cash flow information with the statement of
financial position and comprehensive
income. This makes the accountants agreed
and changed their practice accordingly.
Financial statements are basically the chart
to indicate the corporate financial direction
in the future. It is the means for the
stakeholders to obtain the necessary

corporate  financial information. The
financial statements must be effective, and
to indicate the necessary but enough
information, and it must be comprehensive
to all stakeholders. The direct cash flow
statement should be useful measure for this
purpose.

IASB has been working to improve the
effectiveness of information disclosure in
Discussion paper(2017)"Disclosure Initiative
— Principles of Disclosure". For this
improvement, it is necessary to focus a
cohesive financial statement of an entity’s
activities (business and financing activity)

and to provide for direct cash flow information.



IFRS adoption and the accrual anomaly

The main purpose of this paper is to
investigate the accrual anomaly in Japanese
stock market. In the investigation, I use
IFRS based, Japanese GAAP based, and US
GAAP based financial data prepared by
Japanese firms and compare with these
empirical results. As we know, Sloan[1996]
first observes the accrual anomaly, and
numerous studies seek to obtain deep
understanding of the accrual anomaly. In the
perspective of the international accounting
studies, we need to focus on the studies that
indicate the international evidence for the
accrual anomaly and the TAS/IFRS adoption

(e.g., Pincus et al.[2007]; Kaserer and

Toyotaka Nakagawa
Okayama University

Klingler[2008]).
reviews the studies for the effects of IFRS on

stock market, the explanations for the

In addition, this paper

occurrence of the accrual anomaly (e.g.,
Richardson et al.[2010]; Chordia et al.[2014];
De George et al.[2016]).

This paper conducts the empirical analysis
using Japanese firms’ financial data
prepared in accordance with IFRS, Japanese
GAAP, and US GAAP over the period of 2014
to 2016. I observe the significant negative
coefficients on accrual variables for IFRS
firms and Japanese GAAP firms. However,
the empirical results differ among years of

analysis.
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The Relationship between Financial Indicators of
Local Governments’ Financial Reports and Credit
Bond Ratings - An International Comparison -

The purpose of this paper is to
investigate the effect of the
implementation of full-accrual based
financial reports in local governments on
the relationship between financial
indicators of local governments’ financial
reports and credit bond ratings (FR-BR
relationship) in Japan. To achieve the
purpose, this paper compares the FR-BR
relationship in Japanese local governments
and that in U.S. states. Japanese local
governments have not yet completed the
full implementation of accrual basis, but
U.S. states completed the implementation
in 1999. Therefore U.S. states are good
benchmarks for comparison with Japanese
local governments.

The results shows that the FR-BR
relationship appears clearly in U.S. states,
on the other hand, it does not appear in
Japanese local governments. This paper
points out three main reasons why the
FR-BR relationship in Japan does not
appear: lack of reliability or comparability,
variance of financial healthiness, and
implicit government guarantees. First,
Japanese financial reports are not reliable

or comparable enough for rating agencies
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because of the incomplete of the
implementation of full-accrual based
financial reports. Second, the variance of
the indicator of financial healthiness in
Japan is much lower than that of U.S.
states. This means that the differences in
financial conditions among Japanese local
governments are relatively small. This fact
causes the weak FR-BR relationship in
Japan. Third, some previous studies point
out that Japanese central government
“Implicitly” offers the debt guarantees for
local  governments. This  “implicit
governmental guarantees” makes the
credit bond ratings constant in Japan.

The implementation of full-accrual based
financial

reports in Japanese local

governments cannot eliminate these
factors immediately, but the results of this
paper suggest the possibility of the
appearance of FR-BR relationship in the
future. This is the first-step to establish the
approach to investigating the FR-BR
relationship.

Financial reports of local governments
can make an contribution to the credit bond
ratings, and can be an important

information-infrastructure in bond markets.



The current state and problems of corporate
accounting in Myanmar:
The lingering effects of the socialist and the new

military regimes

The objective of this study is to investigate
the current state and problems of corporate
accounting in Myanmar, also known as
“Asia’s last frontier.” Myanmar is being
transformed into a democratic nation
following its turbulent history of regime
changes from the colonial rule of the United
Kingdom to the military regimes. Currently,
it is aiming at economic development through
the introduction of foreign capital. It is also
planning to establish an infrastructure,
including the formation of capital markets,
and achieving fiscal soundness by
establishing a tax system.

Research and education stagnated under
the socialist and the new military regimes (it
is called the new military regime to
distinguish it from the socialist military
regime). Thus, there are hardly any studies
on accounting to use as reference. Further,
there is a significant absence of necessary
materials and data. Hence, conducting an

interview survey in Myanmar was considered

Takayoshi Taniguchi

Certified Public Accountants

to be effective.

This survey revealed that the awareness of
compliance with accounting rules and
accounting literacy is low in companies in
Myanmar, which has become a major
obstacle to institutional reforms in the
country. Its causes include the destruction of
accounting education brought about by
Myanmar’s political system. The neglect of
higher accounting education under both the
regimes and the repression of students and
faculties under the government’s “policy of
non-politicization” following the
democratization movement of 1988, which
was mainly led by university students, has
created a situation in which extremely few
universities teach accounting (only 3 out of
169 universities). Therefore, no progress is
being made in training advanced accounting
professionals. This is considered to be the
reason behind the serious lack of accounting

literacy in Myanmar.
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Unfunded Pension Liabilities and Innovation:
Number of patent applications and number of

cited patents

The purpose of this research is to conduct
empirical research on the relationship
between unfunded pension liabilities and
innovation. Specifically, we examine the
effect of liabilities on retirement benefits on
the number of patent applications and the
number of cited patents.

[2009]

conduct international comparison and report

Acharya and Suburamanian
that the risk taking of Japanese companies is
the lowest. In Noma [2015], one logic with
low risk taking of Japanese companies is
unveiled from the viewpoint of unfunded
pension liabilities as inside debts.

While inside debts have the effect of
deterring risk taking, there are studies
showing that stock options granted to
employees aggressively take risk taking and
that as a result, innovation becomes active
(Bova et al. [2015], Chang et al. [2015]).
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Acharya and Subramanian [2009] show
that innovation is hindered by bankruptcy
procedures that prioritize creditors, and
innovation becomes active under bankruptcy
proceeding favorable to debtors. Japan's
defined benefit pension is strongly protected
and there is a possibility that it is hindering
innovation.

So, what is the impact of unfunded pension
liabilities on the quality of innovation? In this
research, empirical analysis is performed
assuming the least squares method, Poisson
distribution, negative binomial distribution,
etc, and between the unfunded pension
liabilities, the number of patent applications,
the unfunded pension liabilities and the
number of cited patent citations I found a
negative relationship. This suggests that the
greater the unfunded pension liabilities, the

lower the quality of innovation.



Research on Accounting Problems

Business

This is a research related to accounting
problems in global business. However, it is
not a research on international comparison of
accounting standards. Why? Because it is an
approach from the viewpoint of Japanese
companies only in their international or
global management. It is not an approach
considering that for Japanese companies,
doing business abroad means facing different
cultures, so that the point of view is
management in cross-cultural environments.
Thus, the important thing here is to be
successful in cross-cultural communication.
So, it is important to make efforts in
cross-cultural understanding. Consequently,
accounting can become a strong tool for this
understanding, and sometimes it can turn to
be a barrier. In this research, we consider
that accounting is also one environmental
factor for doing business abroad.

Takahashi emphasizes that for promoting
cross-cultural communication, it is necessary
to build an accounting system where
financial and management accounting are

consistent. Ozawa and Matsumoto explain

in Global

Kenji Shiba
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that to overcome cross-cultural factors
related to funds management, it is important
to have a global cash management. Tobita
says that SMEs are flexibly applying
domestic managerial accounting techniques
adapted to local needs. From data about
doing business abroad and the theory of
foreign  direct investments, Hayashi
concludes that the adoption of IFRS is
influencing the country of choice. Nakaoji and
Sota, from interviews done in companies
doing business in Taiwan, present cases
where IFRS are adopted when it is difficult to
adapt to the local accounting standards.
Ogata points that companies voluntarily
adopting IFRS in Japan, tend to do so from
management points of view. We can think
that doing business abroad is included here.
And, in order to give a theoretical basis for
Shiba’s explanatory notes, Kudo suggests
that research in Accounting as a culture and
research in international transfer of
technology may provide a theoretical basis for

our research studies.
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A Study on Integrated Financial Reporting Models
for Business and Nonbusiness Organizations
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Observers:

The purpose of this research group is to
attempt to examine the financial reporting
model that can be shared by organizations
for both business and nonbusiness. It is
obviously less relevant, whether for business
financial

or nonbusiness purposes,

statements of some structures and

which
carrying out different accounting procedures
with  their

presentations, are prepared by

in accordance respective
accounting standards, etc., while operating
the same kind of business, for information
users in particular from the viewpoint of
comparability.

An integrated financial reporting model
provides disclosure in financial statements
and key performance indicators (KPI). In

this final report, it is examined about the
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model from a perspective of (1) entity theory,
(2) cash cycle, (3)

transaction and capital transaction, (4)

conversion income

exchange transaction and non-exchange
(5)  fund  with/without

(6) performance and other

transaction,
restrictions,
considerations. It is also examined from the
perspective of management accounting in

addition to the auditing and taxation of the

model. Furthermore, it is discussed
International Public Sector Accounting
Standards (IPSAS) and International

Financial Reporting Standards (IFRS), and
introduced the accounting system of New
Zealand, which has been trying to share
with private and

accounting standards

public sectors.
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