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Abstract

A quest for abnormal returns by using accounting information plays an important role of ‘price
discovery” in the investment practice. Coincidentally, it provides valuable counter-evidence for the
traditional framework and theory in the academic fields and it encourages academicians to
reexamine them. However, it is a mistake to emphasize inefficiency of the market and irrationality
of investors based on those observed anomalies immediately.  Originally, the efficient market is the
ideal type. Therefore, we cannot test it directly. The efficient market hypothesis as an ideal type
implies that investors can understand accounting information accurately and response quickly and
correctly and that, by investors’ rational behavior, accounting information should be perfectly
reflected in stock prices as soon as it is released. However, in the real world, accounting
information does not always present the evident information, which investors can distinguish into
good news and bad news instantaneously. Therefore, it is also a mistake to attribute all of the
anomalies to the decision biases of investors though such a type of conclusion is often adopted in
behavioral finance. Investors receive various accounting information in the complicated
information environment. It is necessary for investors to obtain ex-ante and ex-post information for
interpreting accounting information. We should investigate the market response to accounting
information considering their decision process. Moreover, accounting information has the inherent
attributes (or characteristics) such as conservatism. Those attributes may be obstacles for investors
to understand accounting information accurately and quickly. How those attributes affect investors’
decision has been the main research theme in empirical accounting research. Those studies gain

more importance recently.
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accruals

accruals

Baber et al., 2006
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Parkash, 1995; Baginski et al., 1999; Mest and Plummer, 1999 Easton et al., 2000;
Jones et al., 2000; Khurana and Lippincott, 2000; Donnelly, 2002; Thomas and Zhang, 2002b;
Bhattacharya et al., 2003; Gu and Chen, 2004; Ghosh et al., 2005; Hanlon, 2005; Joos and Plesko,
2005; Doyle et al. 2006; Liu, 2006a; Schmidt, 2006; Tucker and Zarowin, 2006

Beneish, 1999; Peasnell et al., 2000;
Schrand and Walther, 2000; Thomas and Zhang, 2000; Lev and Nissim, 2004; McVay, 2004;
Phillips et al., 2004; Kothari et al., 2005; Riedl and Srinivasan, 2006

15

quality

15
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16

proprietary cost

Healy and Palepu (2001) Core (2001) Leuz and
Wysocki (2007)

Aboody et al. (2005) accruals
Biddle and Hilary (2006)
Bryan and

Tiras (2007)

Chen and Zhang (2007)

Pevzner (2007)

16 .
metrics

Clarke and Shastri (2001)
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Brown and Hillegeist (2007)

Yee (2006)

Ramanna (2007)
Ramanna (2007)

Beatty et al., 2002; LaFond and Watts, 2007; Zhang and Zhang, 2007 Danbolt
and Rees (2007)

Kimbrough (2007)

Ramanna (2007)
Sougiannis et al., 2005 Chambers (2007)
SFAS No. 142 Ahmed and Guler,
2007
R&D
Barth and Kasznik (1999) R&D
Aboody and Lev (2000) R&D
R&D
R&D R&D
Guo et al.,
2006

Kothari et al. (2002) R&D
Gu and Wang (2005)

Xu (2006) R&D
PEAD R&D
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Barth et al. (2001)

Ho et al. (2007)
R&D R&D
Amir et al., 2003
Chambers et al. (2002) R&D

R&D
R&D
Lev and Sougiannis, 1996, 1999; Chan et al., 2001,
Al-Horani et al., 2003; Zhang, 2004; Lev et al., 2006 R&D
IPO Guo et al.,, 2005; Chin et al.,

2006; Guo et al., 2006  Franzen et al. (2007) R&D
book-to-market
R&D
Boone and Raman (2001) R&D
R&D R&D

R&D

Aboody and Lev (1998)

Oswald and Zarowin (2004) R&D

Matolcsy and Wyatt (2006)

Wyatt, 2005

Aboody and Lev (1998) SFAS No. 86

Mohd (2005)
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17

6.2.3

conservatism

18

Kwon et al., 2001;
Lubberink and Huijgen, 2001; Kwon, 2005; Lin, 2006
Gjesdal and Antle, 2001; Ahmed et al., 2002; Ball et al., 2005, Ball et

al., 2007, Beatty et al., 2007, Frankel and Litov, 2007 Mensah
et al., 1994; Bushman and Piotroski, 2006 Pierre and Anderson,
1984

LaFond and Watts (2007)

FASB
19 Qiang (2007)
unconditional

conditional
20

17
18

No. 4 (2006)
19

Lundholm and Winkle (2006)
Watts (2003a, 2003b) European Accounting Review  Vol. 15,

20 Beaver and Ryan (2005)

Basu (1997) Pae et al. (2005) Dietrich et al. (2007) Givoly
et al. (2007) Basu (1997) Ball and Kothari (2007)
Basu (1997) Roychowdhury and Watts (2006)

asymmetric timeliness
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Sen, 2005; Chen et al., 2007b

Lara et al. (2006)

21

Collins et al., 1994  Paek et al. (2007)

Dichev and Tang (2006)

and Hayn (2000) 40
accruals

Klein and Marquardt (2006)

Gigler and Hemmer (2001)

Xu (2006) R&D

Monahan, 2005; Guo et al., 2006

2 Kim and Kross (2005)

40

Givoly

Li, 2007

Narayanamoorthy (2006)
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PEAD
Chen and Cheng (2001) Pae and Thornton (2003)
Ciccone (2005)
Lin and Yang (2006)
Elliot and Hanna, 1996; Chaney et al., 1999 Mensah et al. (2004)
Givoly and Hayn (2002)

P/E

Penman and Zhang (2002)
22

Chandra et al. (2004)

R&D
Lev et al. (2005) R&D Penman and Zhang (2002)
R&D R&D

6.2.4

opportunistic behavior

efficient contracting

Subramanyam, 1996; Arya et al., 1998, 2003; Hunt et al., 2000; Lambert, 2001;
Sankar and Subramanyam, 2001; Chan et al., 2004; Marquardt and Wiedman, 2004, Bowen et al.,
2006; Jiaporn et al., 2006; Hann et al., 2007

22 E/P
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Chaney and Lewis, 1995; Richardson, 1998,

Richardson et al., 2006 Chan et al. (2006a)

accruals

Chan et al. (2006a)

disclosure

relevant

price protect

Bhattacharya et al. (2003) 34

Brown et al. (2007)
(PIN)

Ewert and Wagenhofer, 2005

Ettredge et al. (1996) accruals

accruals

Kothari et al. (2005) accruals

full
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DeFond and Park, 2001; Myers et al., 2007
Beneish and Nichols (2005)
Beneish and Vargus, 2002; Richardson et al., 2005
Lennox and Park
(2006) relevant

Abarnbanell and Lehavy (2003) Burgstahler and Eames (2003) Shane and Stock (2006)
Louis and Sun (2007) PEAD SUE accruals
Brown and Tiras
(2006)

investment horizon

accruals Gavious (2007)
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(a)
(b) (© (d)

Schipper, 1991; Brown, 1993; Ramnath et al., 2005

6.3.1

1 Brown (1993, 1996)

1990
Schipper (1991)

Loh and Mian (2006)
Ertimur et al. (2007)

Mozes (2003)

Hughes et al. (2006)
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Fried and Givoly, 1982; O’Brien, 1988

De Bondt and Thaler (1985, 1987)

Givoly and Lakonishok (1979) Klein (1990) Lys and Sohn (1990)
Abarbanell (1991) Ali et al. (1992) Mendenhall (1991) Abarbanell and Bernard (1992)

Lys and Sohn (1990) Abernbanell (1991) Ali et al. (1992) Abarbanell and
Bernard (1992) Ali et al. (1992) Mendenhall (1991)
5 accruals
accruals Elgers et al. (2003)

Kang and Yoo (2007)

accruals 23

Eames et al. (2002)

Hodgkinson, 2001 Mest and Plummer (2003) Ke and Yu (2006)

Duru and Reeb (2002)

Eames and Glover (2003)

23 Elgers et al. (2003) Kang and Yoo (2007)

Sloan (1996)
Sloan (1996)
Frankel and Lee (1998)  V/P
12
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Brown and Mohd (2003)
Elgers and Lo (1994)
Lo and Elgers (1998) Hayes and Levine (2000) Hanetal. (2001) Chen et al. (2005)
Qi etal.
(2005)

Gu and Wu (2003)
Han et al., 2001; Zhang, 2002;

Clement and Tse, 2003 Liu and Su (2005) Ou and Penman (1989a) Lev and
Thigarajan (1993)

Liu and Su (2005)

6.3.3

information efficiency analyst
following, analyst coverage

size
size

1 Collins et al. , 1987; Freeman, 1987; Atiase et al.,
1988; Lobo and Mahmoud, 1989
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Bhushan, 1989; Dempsy, 1989; Dowen,
1989; O’Brien and Bhushan, 1990; Brennan et al., 1993; Lys and Soo, 1995; Lang and Lundholm,
1996; Trueman, 1996; Botosan, 1997; Walther, 1997; Branson et al., 1998; Alford and Berger,
1999; Hong and Lim, 2000; Elgers et al., 2001; Ayers and Freeman, 2003; Ackert and Athanassakos,
2003; Lang et al., 2003, 2004; Christensen et al., 2004; Mensah et al., 2004; Mikhail et al., 2004;
Doukas, 2005; Kanagaretnam et al., 2005; Mohanram, 2005; Pownall and Simko, 2005; Das et al.,
2006; Doyle et al. 2006

Frankel and Li (2004)

Lang et al., 2004
6.3.4

Holthausen and Verrecchia (1990) Kim and Verrecchia (1991, 1994) Abarbanell et al.
(1995)
Comiskey et al., 1987; Elliot and Philbrick, 1990; Ajinkya
etal., 1991; Morse et al., 1991; Atiase and Bamber, 1994; Chao and Harter, 1995

1)

2) Boehme et al., 2006
McNichols and O’Brien, 1997; Bradshaw, 2002

3)
Miller, 1977, 2000; Ajinkya and Gift, 1985; Stober, 1992; Barron,
1995; L'Her and Suret, 1996; Ackert and Athanassakos, 1997; Bamber et al., 1997; Barron et al.,
1998; Barron and Stuerke, 1998; Das et al. 1998; Han and Manry, 2000; Ang and Ciccone, 2001;
Beneish et al. 2001; Chen and Cheng, 2001; Ghysels and Juergens, 2001; Houge et al., 2001;
Barron et al., 2002a; Chen et al., 2002; Diether et al., 2002; Dische, 2002; Kwon, 2002; Baik and
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Park, 2003; Copeland et al., 2004; Doukas et al., 2004, 2006a, 2006b; Johnson, 2004; Liu et al.,
2004; Wu, 2004; Barron et al., 2005a, 2005b; Park, 2005; Scherbina, 2005; Gao et al., 2006; Sadka
and Scherbina, 2006; Garfinkel and Sokobin, 2006; Alexandridis et al., 2007; Anderson et. Al,
2007

Doukas et al. (2004)

Roulstone (2003)

Qu et al. (2003)

6.3.5

Lim (2001) Gu and Wu (2003)

Basu and

Markov (2004)

Markov and Tamayo (2006)

Schipper Brown
Ramnath et al. (2005) 2005
Schipper (1991) Brown (1993) Peek (1997) Ramnath et al. (2005)

El-Galfy and Forbes (2004)
Keane and Runkle (1998) Mohanty and Aw (2006)
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CAPM

capital market research
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E/P P E 1
B 1 D1 CF S size
B/M book-to-market ~ Panel A E/P Panel B E/P Panel C E/P
Panel D Famaand French
|
Panel A:
Basu (1977) 1957 1971 P/IE 5 PIE
05 25%
____________________ P68 ]
size
Banz, 1981; Reinganum,
1981 1974 1981 P/E
COMPUSTAT survivorship bias
Banz and Breen, 1986
PIE
Basu (1983) 1963 1979 E/P size 5 E/P
1 E/P
5 E/P E/P
5
4 5
5
ANOVA
Dowen and 1969 1983 1 E/P size P/IE 14
Bauman neglect 10
(1986)
Goodman et 1970 1980 5 ANOVA Size PIE
al. (1986) 125 PIE size
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Senchak and 1976 1984 5 P/S
Martin (1987) PIE
Jacobs and 1978 1986 P/IE size
Levy (1988) 1,500 sigma GLS
PIE 25
38
Kimetal. 1975 1978 E/P 4 E/P
(1988) 157 EP size size
Rogers (1988) | 1963 1982 5 E/P AMEX
ANOVA
1
Jaffe etal. 1951 1986 E/P
(1989) E/P 1
1 1
EP size
E/P 5 6 5
5
30
SUR
5 EP 6
30
Johnsonetal. | 1979 1984 5 E/P Basu (1977)
(1989) 1,168
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Levis (1989) 300 Bsize>=<5 PIE size
1961 1983 =< 3PE><4 T
ANOVA
Ouand 1973 1983 PIE 9 P/IE Ou and Penman (1989a)  Pr
Penman 12,649 10 P/IE
(19890) 1 4 7 10 PIE 2
8.12% p. 130,
Table 6 P/IE
Aggarwal et EP size 25 PIE PIE size 1
al. (1990) 1974 1983 ANOVA 6
1 6 size EP
Keim (1990) | 1951 1986 5 ANOVA |1 E/P size
E/P
Krueger 1975 1984 45 5size < 3E/P>< | Size 1 Value Line Ranking 2
(1990) 913 3Value Line Ranking 4 PIE 3 size Value
Line Ranking 4 P/IE
3 1
Krueger and 1975 1984 3 ANOVA size PIE
Johnson 913
(1991a)
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Krueger and 1975 1984 45 bsize=<3E/P > | PIE
Johnson 913 3Value Line Ranking ANOVA PIE
(1991h) NBER
1975 1 3 1980 1 7 1981
7 1982 11 3
Wiggins 1977 1988 5 SUR SUE E/P
(1991)
17,803
17,628
18,192
Hudsonetal. | 1982 1985 44 Size size E/P
(1992) 652 E/P
Booth etal. 1976 1986 E/P
(1994) E/P E/P
468
262
Goff (1994) 1975 1998 size  EP 1 size 2 FEP size
25 SUR 1
E/P NASDAQ 2 12 NYSE
AMEX 1
size NYSE AMEX 2
E/P NYSE
AMEX 1
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Lakonishok et | 1968 1989 15 3 E/P value

al. (1994) 5 5 glamour
5 54% E/P
9
112% 5 104.2% EP BM
10.3%
p. 1553, Table Il 1
B/M size EP
E/P
E/P
B/M
p. 1558, Table IV Value-Glamour
suboptimal
E/P
Dowen and 1988 1991 E/P
Bauman 3,561
(1995) 1 size EP
Dreman and 1973 1993 5 PIE
Berry (1995) | 995 1 P/IE
PIE
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Davis (1996) | 1963 1978 1 E/P
35,787
COMPUSTAT
Baumanetal. | 1985 1996 1 4 Size PIE
(1998) size
19
28,000
Dhatt et al. 1979 1997 3 P/E P/S M/B Russell 2000
(1999) Russell 4
2000
Badrinathand | 1956 1996 Size E/P 10
Kini (2001) CAPM E/P
1
1
Dechowetal. | 1975 1993 CFP EP BM VI[P 10
(2001) 34,037 1 E/P
3.1% 9.6%
0.5% 2 CF/P 6.1% 99% B/M 27% 9.6%
V/P 25% 10.1%
ANOVA
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Gregory etal. size 10 1
(2001) 1975 1993 3%<3 9
15 E/P
5 5 3
Famaand French 3
B/M
E/P
Xu (2002) 1982 1998 Size
18,218 13 1
BM D/P EP V/IP V/IP 3
EP
1
Scott et al. 1987 2000 EP E/P
(2003a) E/P
20615 | L
8246 9,883
3,361 2,795
Rees (2005) 1980 2001 Size BM Accruals E/P
52,123 1 E/P E/P
B/M 1% p.487, Table8 E/P
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E/P

5%
E/P 0.007
Rees (2005)
E/P
Muradoglu 1980 2004 9 9 7 PIE
and 7,954 PIE M/B size
Sivaprasad
(2006)
Figelman 1970 2004 12 PIE
(2007) S&P 500 ROE ROE ROE PIE
ROE accruals PEE M/B
7 25
Panel B:
Klein and 1978 1985 4 T E/P P/IE
Rosenfeld 1
(1991)
Bernardetal. | 1982 1992 5 ) SUE
(1997) 60,277 E/F BM Ou and Penman
190,487 ) (1989a)  Holthausen and Larcker (1992)  Pr
P/E 1
Easton (1997)
Bernard et al.
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(1997)

SUE
Howton and 1977 1994 200 100size><2 E/P
Peterson bull
(1998) bear size 1 2 12
=
Howton and Peterson (1999)
Bartholdy E/P E/P
(1998) 1982 1996 sizz BM 1 E/P
EP FEP E/P
B
Fairfield, 1994
Hawawiniand | 1962 1994 10 E/P size 1
Keim (1999)
17
Baumanetal. | 1985 1995 4 Business \Week E/P
(2002) Business \Week
100
Francis et al. 1970 2001 CAPM 3 5 PEAD B/M CFP E/P accruals
(2004b) 83,598 4

E/P  accruals
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Francis et al. (2007)
PEAD Lee (2007)
Hahnetal. 1951 2000 5 E/P
(2004)
P/E 1950 5%
80 0 10%
________ 60 70 ]
Hahn et al. (2005)
Harris and 1978 2002 3|3 5 size E/P BM
Nissim (2004)
25,000 E/P
5 market value
of capital
19,000 CF/P  Accruals/
E/P
CF  Accruals
E/P
Lander (2006) | 1980 2000 4 Forbes E/P
Forbes
200
Moll and 1985 2003 1 1
Huffman 217,596 1
(2006) SP500 12
value atrisk size 1
B/M E/P E/P
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1%

Panel C:
Litzenberger 1962 1969 10 E/P
etal. (1971) 261
Cook and 1964 1981 1 5 EP 1 1 E/P 5.47%
Rozeff (1984) 2 25 66% 6.72%
E/P
2 25
5 2
ANOVA E/P
E/P EP
E/P
Elgersetal. 1978 1981 5 ANOVA E/P E/P
(1987) 1921
Tseng (1988) | 1975 1985 5 size PIE
1,000
Chanetal. E/P 4 B/M
(1991, 1993) 1971 1988 5 size 4 =
B/M 4
5 100
EP BM E/P
E/P B/M CF/P
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Badrinathand | 1967 1981 5 q E/P
Kini (1994) size 1 E/P
1
Bauman and 1979 1986 5 E/P
Dowen (1994)
E/P
Davis (1994) | 1940 1963 E/P
size 1
100
Brouweretal. | 1982 1993 E/P CFP B/M CFP  size E/P
(1997) DIP size Bm op
E/P E/P
accruals/P
accruals
Kim (1997) 1963 1993 size B/M BM EP
5,328 E/P
74,000
E/P
B/M
Bartholdy 1978 1996 E/P Famaand French 3
(2001) E/P
E/P
NASDAQ E/P

Wall Street Journal
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1986 EP

Gregory etal. 10
(2003) 33 9
Famaand French 3
Park and Lee 5 M/B
(2003) 1990 1999 P/S PICF P/E
10 195
Desai etal. 1973 1997 10 4 Value-Glamour —_— B/M E/P
(2004) 70,578 /P——  accruals
CFP

CF/P
Jacobsenetal. | 1926 2004 10 1
(2005) SUR E/P CF/P
Ho and Lin 1962 2003 B/M CFP D/P E/P
(2006) size
Soderstrom 1978 2004 size BIM E/P EP B/M 2
(2006) EP

B/M
B/M
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Caoetal. 1965 2002 sizz B/M BM E/P size
(2007) 66,150 E/P 10%
R&D 1%
2 R&D 2
Panel D: Fama and French E/P e
Fama and 1963 1990 13
French (1992) sizz BM
E/P
E/P
E/F  B/M
E/P B/M
Fama and 1963 1991 Sizez BM 1 E/P
French (1993) 25 5x5 E/P 5
3
1 3
E/P
B/M
E/P
Fama and 1963 1993 3
French (1996) Lakonishok et al. (1994) 3
Fama and
French (1993) E/P
E/P
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Lakonishok et al. (1994)

3
3
Famaand 1975 1995 E/P 3
French (1998) | 13 10
B/M
2 E/P
B/M
Fama and 1926 2004 1963 2004 5 size
French E/P
(2006a) B/M
p. 2169 1975
2004 E/P B/M
B/M E/P
p.2172
value-growth
1926 2004
CAPM
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