CHAPTER IV
RESULTS AND ANALYSES
This chapter presents the results and analyses in relation to the tests of the
hypotheses. Further, it presents the sensitivity analysis that control for industry effect. The
first section describes the sample characteristics.
The results base on the pool observations those are pooling of firm-quarters of

any firm itogether during the studying period (10 quarters).

4.1 Characteristics of the Sample

Table 1 presents the sample obtained using the criteria discussed in chapter 3.
Further, 41 firms are deleted because of negative bhook value of equity. The stocks of
negative book value firms might be determined by special assumptions, for example
survival conditions. Thus, the relevant information might be other information, e.g.
liguidating value, rather than earnings and cash flows that examining in this study. Also, 16
firms are dropped during the measurement period of abnormal retoms, because there are not
sufficient historical trades to facilitate the estimation of the market model’s parameters. The
problem of nonsynchronous trading stocks can he severe for estimating market model
parameters (Brown and Warner, 1985). As a result, 142 firms are completed sample

that their financial statements for 10 quarters are used to perform the statistical analysis.
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The names of these companies are displayed in the appendix B. The descriptive statistics of
each variable are described in Table 2. All dependent variables (UE, UCFO, UCFI, and
UCFF) are deflated by the market value of equity at the beginning of the period (MVEtY in
order to reduce the problems of heteroscedasticity in the OFS regression analysis. This is
consistent with the recommendation of Christie (1987) and other previous studies (e.g.
Fivnat and Zarowin,1990; Clubb, 1995; Biddle et al., 1995; Raybem, 1986; Ali, 1994;
Charitou et al., 2000; Cheng et al., 1996 andl997; Kanokpom Narktubtee, 2000).12 The
variables CFICFF, ETRAN, and GWTH are used in the analysis in form of dummy
variables. Further, Table 3 presents the estimated correlations of the independent variables.
Pearson correlations among the independent variables reveal that only one pair of variable
(from four pairs) has a correlation coefficient higher than 0.3. The high correlation is found
between UCFO and UCFF with the correlation coefficient 0 £-0.668. This indicates that the
degree of multicollinearity is not severe, except for UCFO and UCFF that it is possible
multicollinearity between these variables. However, the variance inflation factors (VIF)

range between 1.00 - 2.00 indicating that the multicollinearity appear not to be a problem.

| have used these variables without deflating and also used the book value of equity at the beginning
of the year as a deflator that there were severe problems of heteroskedasticity in the data.



Table 1 Summary of sample

Firms obtained from criteria 199
Firm with negative book value of equity (41)
Unavailability of historical returns during the estimation period (16)
Number of firms incorporated to the analysis 142

Table 2 Descriptive statistics

Variablesl N Minimum Maximum Meanb Standard
Deviation

UE 1,346 -3.80814 3.5322 -0.00384 0.42069

UCFO 1,346 -4.17756 5.07018 -0.01387 0.48221

UCFI 1,346 -1.56148 158352 0.00095 0.20129

UCFF 1,346 -3.98939 464671 0.01457 0.47505

CFICFF 376 0.00027 41456 0.70384

ETRAN 1,346 0.00001 3.80814 0.05672

GWTH 1,346 0.09931 66.32689 0.65634

CAR(Q) 1,346 -0.17116 0.15779 -0.00315 0.03897

CAR.10 1,346 -0.23521 0.17703 -0.00274 0.04933

CAR( 4, 1,346 -0.28617 0.30722 -0.00207 0.05814

CAR,+, 1346 -0.27879 0.30267 -0.00168 0.06521

a. UE, UCFO, UCFI, AND UCFF are deflated by market value of equity at the beginning of the period (MVEH). UE =
unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFI = unexpected net cash flows
from investing activity, UCFF = unexpected net cash flows from financing activity, CFICFF = net cash outflows from
investing activity to net cash inflows from financing activity, ETRAN = transitory of eamings, GWTH = market
value of equity at the beginning of the quarter / book value at the beginning of the quarter, used as a measure of firm
types, CAR(()= abnormal return on the announcement day, CAR,,, (L= cumulative abnormal return on the day before
and the day of an announcement (2 days inclusive), CAR(0)) = cumulative abnormal return on the day of and the day
after an announcement (2 days inclusive), CAR,., 1= cumulative abnormal return on the day before, the day of, and
the day after an announcement (3 days inclusive).

b. Median value for CFICFF, ETRAN, and GWTH
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Table 3 Pearson correlation matrix of explanatory variables

UE UCFO UCFI UCFF
UE 1.000 0.144 0.055 -0.134
UCFO - 1.000 -0.079 -0.668
UCFI - - 1.000 -0.182
UCFF - 3 : 1.000

UE = unexpected earnings, UCFO = unexpected net cash flows from operating
activity, UCFI = unexpected net cash flows from investing activity, UCFF =
unexpected net cash flows from financing activity

4.2 Test of Hypothesis HI

Table 4 presents regression results on the association of cumulative abnormal
returns with unexpected earnings, unexpected cash flows from operating activity,
unexpected cash flows from investing activity, and unexpected cash flow from financing
activity. Tahle 5 presents results of the association between cumulative abnormal returns

and unexpected earnings alone.
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Table 4 Regression results of incremental information content of cash flows beyond earning

Model T-I: CAR,= ., _ +PIUCFO,1+P\UCFI]+P\UCFF, +¢
Model Intercept UE UCFO UCFI UCFF Adjusted R2
Pi Pi Pi Pi Pi Fstat.
CARQ  -0.00309 001502  -0.00062 0.001798  -0.00085 0.024
-2.939%** 5 Q38+ -0.204 0.325 -0.270 9.204%**

0.003 0.000 0.839 0.745 0.787

CAR(g  -0.00271 001287 000352  0.00565  0.00453 0.010
-2.029%% 3994 0.904 0.802 1.135 4.504%**
0.043 0.000 0.366 0.423 0.256

CAR(Q#) -0.00202  0.02082 ~ 0.01192  -0.00385  0.01414 0.028
-1.295 5.532%**  2.624*** -0.468 3.034***  10.705%**
0.196 0.000 0.009 0.640 0.002

CAR,1#0  -000167 001871 001626  -0.00006  0.01984 0.023
-0.951 AA19%F* 3 1g9xx -0.006 3.785%** 9.029%**

0.342 0.000 0.001 0.995 0.000

Coefficient, t-statistics, and P-value are presented in the first, second, and third line respectively. The marks *** and
** (enote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVE, 1
where, UE = unexpected earnings, UCFO = unexpected net cash flows from operating activity, UCFL = unexpected net
cash flows from investing activity, UCFF = unexpected net cash flows from financing activity, MVE, 1= market value
of equity at the beginning of the period, CAR(L= abnormal return of the announcement day, CAR( L= cumulative
abnormal return of the day before and the day of an announcement (2 days inclusive), CAR,QUL = cumulative
abnormal return of the day of and the day after an announcement (2 days inclusive), CAR( 1+1l= cumulative abnormal
return of the day before, the day of, and the day after an announcement (3 days inclusive)



Table 5 Regression results of information content of earnings
CAA+flirg,+1

Model CAR() CAR,10 CAR,040
mlntercept) -0.00309 -0.00269 -0.00199

-2.946%** -2.014 -1.268

0.003 0.44 0.205

A(UE) 0.01509 0.01292 0.02055
6.052%** 4.063*** 5.514x*x

0.000 0.000 0.000

Adjusted R2

F-statistics 0.026 0.011 0.021

36.626%** 16.509%** 30.407%**

87

CAR 14)

-0.00161
-0.912
0.362

0.01839
4.381%**
0.000

0.013
19 193%**

Coefficient, t-statistics, and P-value are presented in the first, second, and third ling respectively. *** and **
denote statistically significant level of 1% and 5% respectively. The independent variable is deflated by MVE(1
where, UE = unexpected earnings, MVEt 1= market value of equity at the beginning of the period, CAR() =
abnormal return of the announcement day, CAR, 10, = cumulative abnormal return of the day before and the day
of an announcement (2 days inclusive), CAR,04, = cumulative abnormal return of the day of and the day after
an announcement (2 days inclusive), CAR, 141 = cumulative abnormal return of the day before, the day of, and

the day after an announcement (3 days inclusive)

In Table 4, R2 0f models CAR(), CAR,10, CAR, 011, and CAR(140 are 2.4%,

1%, 2.8%, and 2.3% respectively that the R2of model CAR,., +)) is twice of earnings model

in Table 5 which is 1.3%. Overall, cash flows provide an explanation of stock retoms in

addition to the explanation by earnings alone.
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According to the results of full model that are presented in Table 4, the
coefficients of earnings are 0.01502, 0.01287, 0.02082, and 0.01871 for CAR(@ CAR (1L,
CAR(0+0, and CAR(1+0 respectively. These coefficients are positive and statistically
significant at the 1% level for all return-windows. These results suggest that earnings have
incremental information content beyond CFO or, in other words, accrual component of
earnings adds important useful information to earnings.

The coefficients of CFO are all positive and statistically significant at the 1%
level for CAR(0+0 and CAR(1+]) that these coefficients are 0.01192 (P-value = 0.009) and
0.01626 (P-value =0.001) respectively; however, the market reaction to CFO on the day of
announcement and the day before is insignificant that the coefficient for CAR())and CAR (1L
are -0.00062 (P-value = 0.839) and 0.00352 (P-value = 0.366). This evidence is consistent
with the idea that CFO has incremental information content beyond earnings or in other
words, investors of the SET react to the two components of earnings (accruals and cash
flows) differently. Thus it supports that disclosing of CFO along with earnings is useful for
investor of the SET. This evidence confirms the results of Kanokpom Narktubtee (2000).
She reports evidence of incremental information content of CFO beyond earnings during the
year 1995 - 1997, but significant only for the year 1996.

The coefficients of UCFI are -0.001798 (P-value = 0.745), 0.00565 (P-value =

0.423), -0.00385 (P-value = 0.640), and -0.00006 (P-value = 0.995) for CAR(® CAR,. 11
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CAR(040, and CAR(1+0 respectively. The results are highly insignificant indicating that the
market does not use CFI directly to determine stock prices in the SET.

The results indicate to the positive relationship between returns and net cash
flow from financing activity. The coefficients are positively significant for the models
CAR(0+0 and CAR(I+0 with estimated values of 0.01414 (P-value = 0.002) and 0.01984
(P-value = 0.000). These results suggest that CFF conveys some useful information to the
market that the market positively reacts to net cash flows from financing activity. These
results are consistent with Kanokpom Narktabtee (2000) and Livnat and Zarowin (1990)
that they found a positive association between cash flows from financing activity and stock
returns (prices).

In summary, the hypothesis of incremental information content of cash flows
beyond earnings is supported. The market reacts strongly to surprises in CFO and CFF,
beyond earnings. The results suggest that the market responses of cash flows information
more likely appear after the day of announcement relative to the day of announcement and
the day hefore due to the (strongly) insignificances of the coefficients of models CAR” and
CAR(10 whilst (strongly) significant for the estimates of models CAR(0+0, and CAR(I+0.

However, there is no evidence of market reaction to surprises in CFI.
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4.3 Test of Hypothesis H2

This hypothesis tests for the impact of transitory of earnings on the incremental
information content of cash flows beyond earnings according to model T-2. The regression
results are presented in Table 6. All models (CAR(OSCAR(L1 0 CAR(040, and CAR(140) are
statistically significant with the R2 of 2.8%, 1%, 3.1%, and 2.3% respectively. The
coefficients of earnings transitory impact on earnings (P i) are negative and significant (at
the 1% level) in models CAR()) and CAR(0+0 with the estimates o f-0.148 and -0.09059
respectively. These results suggest that when earnings are high transitory, they have lower
informativeness relative to when they are low transitory, consistent with expectations.

The coefficients Pi are insignificant in all models that inconsistent with
expectation. Thus, these results suggest that the incremental information content of CFO is
similar among firms with high or low transitory of earnings. These results are consistent
with evidence from the U.K. stock market (Charitou et al., 2001) and confirm the findings
of Kanokpom Narktubtee (2000) that she find out by the yearly return-windows study
method that there is no impact of earnings transitory on the informativeness of cash flows
over earnings. However, it is inconsistent with some previous research (e.g. Cheng et al.,
1996 for the . .; Charitou et al., 2000 for Japan).

Also, coefficients Pi that regarding impacts of earnings transitory on the

information content of CFI are highly insignificant for all models due to the high value of
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P-values. Besides, the impact of earnings transitory on the information content of CFF that
is examined by the coefficients P i is quite weak. The coefficients P i have positive sign
according with expectation in three of four models but rather weak. The best coefficient P i
is in model CAR (140 with the estimated value of .02716 (P-value = 0.090). Thus, there is
no evidence to support that CFF have higher incremental information content beyond
earnings when earnings are high transitory due to the insignificant coefficients.

Therefore, there is no evidence supports the hypothesis that transitory of
earnings have impacts on the incremental information content of cash flows beyond
earnings. When earnings are high transitory, earnings have lower information content.
However, cash flows have no the increasing of incremental information content beyond
earnings when earnings are low. In other words, whether an earnings transitory is high or

low, cash flows have the similar incremental information content.



Table 6 Regression results of the impact of transitory of eamings on the incremental information content of cash flows beyond earnings; Model T-2:

CAR, = Pi +Pi *Dhr+ PIUE, +PiUCFO, +fiUCFI, +tfUCFF, +tfUE, « D, r +fi

E|-1l

The sample is divided into 2 portfolios basing on the median of the absolute changes in eamings deflated by market value of equity at the beginning eriod, E.- In order t0 measure

transtory of eamings. The first portfolio, which is the lowest change in eamings, proxy for low transitory of eamings and the another portfolio proxy for high transitory of eamings.

Model  Infercept  Det UE UWCFO  UCH UCFF UE'De  UCFO'Det  UCFPDRt  UCFF'D,  AdustedR2
Di Pi Pi Pi Pi Pi Pi Pi Pi Pi F-stafistics

CAR) Q0008 Q0048 01 0067 0066 OORL 018 0007 001 -006% 008
Q615 208 2732 068 05% 0B 2488% {769 020 0750 5,343

0538 0,039 0,006 0543 050 0548 0013 0482 082 0453

CAR(|0 Q000077 000363 0103 000682 {00108 000080 -0.09069 000313 002323 000553 0010
0400 -1339 135 0489 066/ 0072 119 0248 1% 0465 2581
0639 0181 0175 062 0505 0943 023% 0804 019 0642

CARCY 000050 000441 0254 00022 000162 000149 0233 0.02008 000116 0.014% 0031
0214 1% 2791 0205 0083 0112 -2.551 0667 0053 106 5.133™
0830 0176 0005 0838 0934 0911 00 0505 0%/ 024

CAR,, 4 000063  -0.00362 01% 00047 00184 00088 0173 001431 002651 002716 0023
0244 0992 1883 0216 0847 0263 -16% 0842 1090 16% 4606
0807 032 0.060 0829 0307 0.7%2 0090 0400 0276 0090

Coefficient, t-statistics, and P-value are presented in the first, second, and third line respectively; *** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEL,, where, UE =
unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFI = unexpected net cash flows from investing activity, UCFF = unexpected net cash flows from financing activity, DREdummy variable take a value of 1
and 0 for high and low transitory of eamings respectively. MVE,., =market value ofequity at the beginning of the period, CAR() =abnormal retum of the announcement day, CAR,., 0 = cumulative abnormal refum ofthe day before and the
day of anannouncement (2 days inclusive), CAR0,1 = cumulative abnormal retum of the day of and the day after an announcement (2 days inclusive), CAR,.111) = cumulative abnormal retum of the day before, the day of, and the day after
anannouncement (3 days inclusive)



4.4 Test of Hypothesis H3

Hypothesis H3 states that the incremental information content of cash flows over
earnings is different for growth and value stocks. Tahle 7 presents the results of this test.
Overall, R2from Table 7 (results of model T-3) are less than R20f Tahle 4 (results of model
T-1) which is an indication of no impact of stock types on the incremental information
content of cash flows over earnings.

The coefficients P i, which capture the impact of stock types on informativeness
of earnings, are positive for models for CAR(} CAR(0#0, and CAR(1+0 and negative for
CAR(10); but all are not significant. As a result, there is no evidence to support the
expectation that earnings have higher informativeness in growth stocks than in value stocks.

The coefficients regarding the impact of stock types on informativeness of CFO
(Pi) getapositive sign for all models but are insignificant. The impacts of stock types on
informativeness of CFI are represented by P i. This study expects that stock prices react
more favorable to new investment of growth stocks than value stocks, which is reflected by
a negative sign of P i. The results are highly insignificant although all coefficients have
positive signs consistent with the expectation. These results indicate that the investors do
not examine types of stock in interpreting the information containing in CFI.

Coefficients Pi detect the effects of stock types on information content of CFF.
The coefficients Pi are insignificant in all models. These results reveal that stock prices

reaction is similar for CFF of growth stocks and value stocks.
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In summary, the hypothesis H3 is not supported. There is no evidence consistent
with the extent of differences in the information content of earnings as well as cash flows

between value stocks and growth stocks.

4.5 Testof Hypothesis H4

The outset here is to test whether the CFI/CFF ratio have any impact on the
incremental information content of cash flows beyond earnings, as of model T-4. The
results are presented on Table 8. The results reveal that CFI/CFF ratio has impact on the
incremental information content of CFO as expected. The coefficients Pi that detect this
impact are significant at 5% level in model CAR(10, and at 1% level CAR(1] with the
estimates 0 f-0.06618 (P-value=0.021) and -.110 (P-value = 0.003) respectively. These
results reveal that in the firm with net cash outflows from investing activities excess of net
cash inflows from financing activity, the incremental information content of CFO heyond
earnings is significantly low whilst the incremental information content of earnings over
CFO still sustain due to the insignificant of this impact on earnings revealing by coefficient
p&l. However, there is no evidence on any impact of the ratio on informativeness of CFI
and CFF due to insignificant of coefficients Pi and P i.

As a result, the hypothesis H4 is supported due to the evidence of CFO. The
investors of the SET more likely react negatively (positively) to CFO of the firms that net
cash outflows for investment higher (lower) than net cash inflows from financing. This is

finding is new evidence contributed to the line of research.



Table 7 Regression results of the impact of types of stock on the incremental information content of cash flows beyond earnings; Model T-3;
CAR, =Pi +Pi *Dmp +PIuEL+PIUCFO, *PlueFI] +PlueFF +PIUE, *Dp +p]UCFO, *Dmp +PIUCFIL*Dp +PIUCFF, *Dip + ,
The sample is divided into 2 portfolios basing on the median of market value of equity at the beginning of the period deflated by book value at the beginning of the period,

MVE BV inorder to measure types of stock; the first portfolio, which is the lowest value of MVEtIBVt1proxy for value stock and the other portfolio proxy for growth stock.

Model Intercept [b UE UCFO UCFI UCFF UE'Dp  ucro*DT  UCFI'Dp  UCFF*Dtp  Adjusted R2
Pi Pi Pi Pi Pi Pi Pi Pi_ pL__ pj P

CAR() -0.00409  0.00250  0.01325  -0.00052 0.00417 0.00065 0.00438 0.00106 -0.00185 -0.00384 0.021
-2.731 1180 4.329 0.126 0.586 0.145 0.792 0.156 -0.158 -0.598 4,251 ¥
0.006*** 0.238 0.000%** 0.900 0.558 0.885 0.428 0.876 0.875 0.550

(]Q -0.00390 000313 0.01325 0.00398 0.00826 0.00710 -0.00263 0.00078 -0.00207 -0.00664 0.008
-2.044 1.160 3.308%** 0.755 0911 1.246 0.372 0.090 0.138 0811 2.195**
0.041% 0.246 0.001 0.450 0.363 0.213 0.710 0.928 0.890 0.417

(# 000211 0.00165 001742 0.01031 0.00327 0.01149 0.01301 0.00124 -0.00950 0.00644 0.025
-0.921 0511 3.720%%+ 1632 0.301 1679 1536 0.119 -0.530 0.656 4.870%*
0.357 0.610 0.000 0.103 0.764 0.093 0.125 0.905 0.596 0.512

CARAM  -0.00192 000227 0.01760 0.01508 0.00766 0.01824 0.00560 0.00060 -0.01057 0.00376 0.019
-0.745 0.625 3.349%kx 9 196%* 0.627 2.375 0.585 0.052 -0.525 0.341 3.891 xx
0.456 0.532 0001 0.034 0.530 0.018 0.559 0.959 0.600 0.733

Coefficient, t-statistics, and P-vahic arc presented in the first, second, and third line respectively; the marks *** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVE,.1
where, UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFI = unexpected net cash flows from investing activity, UCFF = unexpected net cash flows from financing activity, DTp=dummy variable
take avalue of L for growth stock and 0 for value stock. MVE,., = market value ofequity at the beginning of the period, CAR() = abnormal retum of the announcement day, CAR, ., 0= cumulative abnormal return of the day before and the
day of anannouncement (2 days inclusive), CAR,040= cumulative abnormal retum ofthe day of and the day afler an announcement (2 days inclusive), CAR( 141) = cumulative abnormal retum of the day before, the day of, and the day after
an announcement (3 days inclusive)



Table 8 Regression resuilts of the impact of CFI/CFF ratio on the incremental information content of cash flows beyond eamings; Model T-4:

CAS, A% t/%VCFQ +fiUCFI+SUCFF+$UE, *Dm  +ftUCFq, + Da, F+tfUCFf, +DCPKIr+ftUCF%*Damv+s,
Model Intercept ACFICFF UE UCFO UCFI UCFF UE* DCFIF  UCFO* DGR YGR|* Bepcre UCFF* DCRLFF Adjusted R2
Pi Pi Pi Pi Pi Pi Pi Pi Pi Pi F-statistics
CAR,Q -0.00466 0.00099 0.01953 0.00667 -0.00360 0.00018 -0.00983 -0.01832 01611 0.00473 0.014
-1.574 0.217 3.338%+ 0.944 -0.230 0.027 -0.948 0.777 0.553 0.213 1603
0.116 0.828 0.001 0.346 0.818 0.979 0.344 0.437 0.580 0.832
CAR,., 0 -0.00793 0.00691 0.02677 0.03243 0.00810 0.01972 -0.00558 -0.06618 0.00956 -0.01149 0.066
-0.212% 1.251 3.774%+ 37870 0.427 2.401% -0.444 -2.315% 0.271 -0.426 3.948%+
0.028 0.212 0.000 0.000 0.669 0.017 0.657 0.021 0.787 0.670
CAR,QL]L -0.00733 0.00484 0.03301 0.03402 -0.00526 0.02466 -0.01810 -0.06317 -0.02404 -0.04738 0.048
1,712 0.736 3.902%%+ 3331 -0.233 2517 -1.206 -1.853 0571 1474 3.092%
0.088 0.462 0.000 0.001 0.816 0.012 0.228 0.065 0.569 0.141
CAR,., -0.01055 0.01054 0.03975 0.05941 0.00657 0.00423 -0.01369 -0.110 -0.03158 -0.06362 0.100
-2.248% 1459 4281 5.300%* 0.265 4.115% -0.832 2 9447 -0.683 -1.804 5.640%
0.025 0.145 0.000 0.000 0.791 0.000 0.406 0.003 0.495 0.072

Coefficient, t-statistics, and P-value are presented in the first, second, and third line respectively; the marks *** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are defiated by MVE,.1 where,
UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFI = unexpected net cash flows from investing activity, UCFF = unexpected net cash flows from financing activity, DFIFF=dummy variable take a
value of 1if CFIICFF >1,0 otherwise. MVE,.! = market value of equity at the beginning of the period, CARH = abnormal retum of the announcement day, CAR ., = cumulative abnormal retum of the day before and the day of an
announcement (2 days inclusive), CAR 0H) = cumulative abnormal refum of the day of and the day after an announcement (2 days inclusive), CAR( L+D= cumulative abnormal retum of the day before, the day of, and the day after an
announcement (3 days inclusive)
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46 Test of the Joint Impacts of the Three Factors (Transitory of Eamings, Type of Stocks, and the

CFI/CFF Ratio) on the Incremental Information Content of Cash Flows beyond Earnings

Tables 9-12 provide results of joint impacts. Overall, the results reveal that
there are a few impacts of these three factors on the incremental information content of cash
flows beyond earnings.

Tables 9 presents results of the joint impacts of transitory of earnings and types
of stock for models CAR()), CAR( 10, CAR(t)il and CAR(140. The results suggest that there
IS no any joint impact effecting on the informativeness of earnings and cash flows.
Coefficients P{6, PV}, /78, and /(1,, which detecting the joint impacts of transitory of
earnings and types of stock on earnings, CFO, CFI, and CFF respectively, are all
insignificant in all models.

The results of the joint impacts of transitory of earnings and the CFI/CFF ratio
for models CAR(), CAR( 10, CAR(H0 and CAR{1+) are presented in Table 10. There is no
any joint impact of earnings and the CFI/CFF ratio on the informativeness of earnings and
cash flows due to insignificance of coefficients /&, p &, /(18 and p,8.

Table 11 presents the results of the joint impacts of stock types and the CFI/CFF
ratio for models CAR(), CAR, 1, CAR(0H0 and CAR,L 1 The results show that the
informativeness of earnings is significantly affected by the joint impact. The coefficient
capturing the joint impact effecting on earnings (P,B) in all models are positive and

significant at the 1% level in model CAR(L0). Coefficients p/6 for models CAR(), CAR, 1L
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CAR(0+0, and CAR(1+0 are 0.03841 (P-value = 0.286), 0.1268 (P-value = 0.004), 0.01451
(P-value = 0.773), and 0.10186 (P-value = 0.072). These results suggest that earnings are
more positively reacted by the market for the growth firms with a CFI/CFF ratio larger than
one relative to the others. The results also indicate to the joint impact on cash flows
information (CFO, CFI, and CFF). The coefficients indicated to this joint impact on cash
flows information are significant in models CAR(0+0, and CAR(1+0 while insignificant in
model CAR(Qand CAR(10. This is consistent with the results from table 4, which detect the
direct market reaction to this information, suggesting that cash flows information is
responded later than earnings. The coefficients /2,7 that reflected the impact of a CFI/CFF
ratio and firm types on CFO are negative and significant at 5% level in model CAR(0 0 with
the estimated value of -0.17805 (P-value = 0.044). These results indicate that the market
reacts more likely negative to CFO of the growth films with a CFI/CFF ratio larger than one
relative to the others. This might confirm the idea that the CFO ofthe firms with a CFI/CFF
ratio less than one (CFF>CFI) is important that is more likely positively reacted by the
market, especially in the case of growth firm that these companies need cash (specifically,
obtained from the operation) in order to make new investments. Thus, for this case, the cash
profits (i.e. CFO) are reacted more positively than earnings, which included some accruals
that reflect by positive significance of coefficient /2,8,
The coefficient /7,8 that capture the joint impact of firm types and the CFI/CFF

ratio on CFI are negative and significant at 1% in model CAR(0+0 and 5% in model CAR (140
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with the estimates values of -0.28028 (P-value = 0.002) and -0.22569 (P-value = 0.024).
This indicate that the market react more positively to new investments (net negative CFl) of
the growth firms with a CFI/CFF ratio larger than one relative to the others that is consistent
with the expectations. There is also the evidence ofjoint impact on CFF that indicate by the
significance of coefficient (3] The coefficient /2, is negative and significant in model
CAR(0 0 with the estimated value 0 f-0.17101 (P-value = 0.036). This result indicates that
the market is more likely to react negatively to CFF of the growth firms with a CFI/CFF
ratio larger than one relative to the others.

Table 12 provides results of joint impacts of transitory of earnings, types of
stock, and the CFI/CFF ratio. The results indicate that the information content of earnings is
affected by the joint impacts. The coefficients indicated the effects of the joint impact on
earnings (/?.,) are significant at the 1% level in models CAR, 10}with estimated coefficient
0f 0.1377 (P-value = 0.004). These results indicate that the market is more likely to react
positively to earnings of growth firms with high earnings transitory, and where the CFI/CFF
ratio is larger than one, relative to others. Since the results in table 6 indicate that earnings
transitory reduce information content of earnings, the positive significance of .. might
indicate that the market still highly reacts to earnings, although high transitory, of growth
firms with the CFI/CFF ratio excess 1.

The coefficients /3*2 are negative and highly significant in all models with the

estimates 0 f-0.22529 (P-value = 0.019), -0.23166 (P-value =.047), -0.42052 (P-value =
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0.002), and -0.42507 (P-value = 0.005) for model CAR()) CAR(10,CAR(0+Y and CAR(14)
respectively. These results confirm the idea of the importance of CFO in the case of growth
firms with CFF>CFI, specifically when earnings have high transitory. The evidence of
significantly negative of the coefficient 1..: confirms that when earnings have high
transitory, new investments (net negative CFI) of the growth firms with a CFI/CFF ratio
larger than one are more positively reacted by the market. Further, the coefficient p \4 are
also significantly negative, which confirm that the market reacts to CFF of the growth firms
with a CFI/CFF ratio excess of 1 relative to the others, especially when earnings are high

transitory.
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Table 9 Regression results of the joint impact of transitory of eamings and types of stock on the
incremental information content of cash flows beyond earnings; Model T-5:
CAR, =Pi +Pi*D77+P\D7,+PIDTIET
+PIUEL+ PIUCFO,\ + PIUCFIL+ PIUCFF,
+ PIUE, *Det+ PIUCFO,, *D77 + PIJJCFI1* D77 + fI’t/CFF. *DTI.
+/ , *Dm+PIUCFO, *D,1+PIUCFI, *Dip+PTUCFF, *Dp
¥ *ETIDTI +PIUCFO,, *D77DTI
+PIUCFI,1*D7ID T + PIUCFF, *D7IDTT +

CAR(0) Coefficient t-statistics P-value
Intercept -0.0027746 -1.194 0.233
Det -0.0034056 -1.125 0.261
Doy 0.0026118 0.852 0.3%
DetDtp -0.0012548 -0.291 0771
UE 0.1529772 1.846 0.065
UCFO 0.0040721 0.381 0.703
UCFI 0.0016480 -0.104 0917
UCFF 0.0062031 0.587 0.558
UE*Dct -0.139734 -1.685 0.092
ucfo*dct -0.005012 -0.432 0.666
ucfi*det 0.0043676 0.247 0.805
ucff*dct -0.006670 -0.572 0.567
ue*dtp 0.0589348 0.490 0.624
ucfo*dt] -0.001909 -0.088 0.930
ucfi*dtp 0.0352621 1.323 0.186
ucff*dt] 0.0036833 0.199 0.842
UE*DCIDT, -0.054740 -0.455 0.649
UCFO*DED1, 0.0035324 0.154 0.878
UCFUDg7D™P -0.041749 -1.401 0.162
UCFF*DelDT, -1.006264 -0.318 0.751

% and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEt ]
where, UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFI = unexpected net cash flows
from investing activity, UCFF = unexpected net cash flows from financing activity, MVEtL = market value of equity at the
beginning of the period, CAR(O) = abnormal return of the announcement day. Transitory of earnings and Types of stocks are
categorized by the median of sample (R2= 0.027, F-stat = 2.957+**),
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Table 9 (Continue) Regression results of the joint impact of transitory of eamings and types of

stock on the incremental information content of cash flows beyond earnings; Model T-5:
CARL=Pi+Pi*D17+PiDT+PIDEDT
+p\CE,, +PIUCFO M+ PtUCFIu+ p BUCFF,
+PICEL*Det + PIUCFO,, *Det + PIUCFI1 *Det + faUCFF' *DET
+PI2UE, *Dmp+PIUCFOL*Dtp+ PiUCFIT*Dtp+ PIpJCFFL* DT
+PipcF1* DD+ PIJUCFOL*D DT
+ PIPJCFI, *DETDT + PIPJCFF1 *DetD 77 + £1

CAR(-1,0) Coefficient t-statistics P-value
Intercept -0.00286926 -0.965 0335
Det -0.00300310 -0.775 0438
Dip 0.00267506 0.682 0.495
DetDip 0.00002814 0.005 0.996
UE 0.08268935 0.780 0.436
UCFO 0.00296804 0.217 0.828
UCFI -0.00568642 -0.281 0.778
UCFF -0.00146259 -0.108 0914
UE*Det -0.06929202 -0.653 0514
ucfo*det 0.00280489 0.189 0.850
ucfi*det 0.01384716 0.611 0541
UCFFDA. 0.01063792 0.713 0.476
UE*Dtp 08328777 0542 0.588
UCFO*Dtp 0.00387271 0.139 0.890
ucfi*dtp 0.00351795 0.103 0918
ucff*dip 0.00814620 0.345 0.730
ue*dctdtp -0.08636947 -0.561 0.575
ucfo*detdtp -0.00619605 -0.211 0.833
ucfi*dcp 0.00032255 0.008 0.993
ucff*detdtp -01745316 -0.692 0.489

*ekand ** genote statistically significant level of 1% and 56 respectively. All independent variables are deflated by MVELL
where, UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCH = unexpected net cash flows
from investing activity, UCFF = unexpecied net cash flows from financing activity, MVEL 1= market value of equity & the
beginning of the period, CAR(-1,0) = cumulative abnomel refum of the day before and the day of an amouncement (2 cys
inclusive). Transitory of eamings and Types of stooks are categonized by the median of savple (R2= 0,005, Fstat = 1.379)
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Table 9(Continue) Regression results of the joint impact of transitory of eamings and types of
stock on the incremental information content of cash flows beyond earnings; Model T-5:

CAR1I=Pi+Pi*DW+PiD7+P\DetDtp
+p\UE, +PIUCFO,, +PIUCFI1+ PIUCFF,
+PICE1*Det+PIUCFO, *Det + PIUCFI, *D11+ PIUCFF, *D 11
+PIUE, *Dmp + PIUCFO,, *Dtp+ PIUCFI,, *Drp + PIUCFF, *Drp
+PJCE, *D11D7, + PIUCFO,, *DIID 7,
+PIUCFI1*DEIDT + PIUCFF, *DetDT + 7

CAR(0,#1) Coefficient t-statistics P-value
Intercept -0.00126474 -0.366 0.714
Det -0.00456474 -1.014 0311
Dtp 0.00163988 0.360 0.719
DetDtp 0.00026669 0.042 0.967
UE 0.26648861 2.163 0.031
UCFO -0.01191345 -0.749 0.454
UCFI -0.00369567 -0.157 0.875
UCFF -0.00265150 -0.169 0.866
UE*Dct -024959333 -2.024 0.043
ucfo*dct 0.02737092 1.587 0.113
ucfi*det -0,00088391 -0.034 0973
ucff*det 0.01880923 1.085 0.278
ue*dtp 0.01750526 0.098 0.922
ucfo*dtp 0.05535414 1.708 0.088
ucfi*dtp 0.02730590 0.689 0491
ucff*dip 0.02228007 0811 0417
UE*DetDp -0.00640886 -0.036 0971
ucfo*dctdl, -0.06201237 -1.816 0.070
ucfi*det TP -0.03462131 -0.781 0435
ucff*detdtp -0.01866640 -0.637 0.524

% and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEt1
where, UE = unexpected earnings, UCFO = unexpected net cash flows from operating activity, UCFI = unexpected net cash flows
from investing activity, UCFF = unexpected net cash flows from financing activity, MVE|.L= market value of equity at the
beginning of the period, CAR(0,+1) = cumulative abnormal return of the day of and the day after an announcement (2 days
inclusive). Transitory of earnings and Types of stocks are categorized by the median of sample (R2= 0,033, F-stat = 3.422***)
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Table 9 (Continue) Regression resuits ofthe joint impact of transitory of eamings and types of
stock on the incremental information content of cash flows beyond earnings; Model T-5:

CAR1=Pi+Pl*Det+piDL+PiDUDL
+PIUEu+PIUCFO1+PIUCFI 1+ PIUCFF,

+ PIUE, *Det + PIUCFO,, *Det + PIUCFI, *Det + PDUCFF, *DET
+PIJJE, *0D L +PIUCFOL1*DTL+PIUCFI, *D 1 + PIpJCFFL*D L

+ A6 M, *DetDtp +

+PnUCFI1*DIID7TL + P luCFF, *D1LDL + £7

CAR(-1, +1) Coefficient
Intercept -0.00140861
DH -0.00410446
Dip 0.00173586
Det’ tp 0.00153034
UE 0.19481830
UCFO -0.01285201
UCFI -0.00686047
UCFF -0,00981502
UE*Dct -0.17761248
ucfo*dct 003533477
ucfi*det 0.00782975
ucff*dct 0.03593433
ue*dtp 0.04081918
ucfo*dtp 0.06201661
ucfi*dtp -0,00433917
ucff*dtp 0.02711633
UE*DetD11 -0.03739869
UCFO*DelD1, -0.07306255
UCFI*DetD1, 0.00630549
UCFF*DctDE] -0.03011453

t-statistics

-0.362
-0.809

0338
0.212
1.402

-0.717
-0.259
-0.554
-1.217

1817
0.264
1.838
0.203
1.697

-0.097

0.875

-0.185
-1.898

0.126

0911
ek and ** denote statistically significant level of 1%and Forespectively. All independert vaniables are deflated by MVEL]

P-value

0.718
0419
0.736
0.832
0.161
0473
0.796
0.580
0.202
0.069
0.792
0.066
0.839
0.090
0923
0.381
0.853
0.058
0.900
0.363

where, UE = unexpected eamings, UCFO = nexpecied net cash flows from aperating activity, UCH = unexpected net cash flows

from investing activity, UCFF = unexpected net cash flows from financing activity, MVEL 1= market value of equity at the

beginning of the period, CAR(-1;+1) = cumulative abnomel refum ofthe cey before, the day of, and the day after an
announcerment (3 days inclusive). Transitory of eamings and Types of stacks are categrized by the mecian of sample (R2= 0023,

et =2 6844
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Table 10 Regression results of the joint impact of transitory of eamings and CFI/CFF ratio on the
incremental information content of cash flows beyond eamings; Model T-6:
CAR1=Pi +Pi*DIT+PiDL +PiDftDtp
+Pim ,1+ppJCFOL+PIUCFIL+PilJCFF1
+PIUE,1*Det + P IUCFOL*DET+ PiUCFI1*Det + PLUCFFu* DE
+ p WEL* DCACGF + PIPJCFOL* DCFLFF + PiU CF 11* D CFIOFF
+ PiSUCFF,, * D CFOFF + PI6UE 1L * D ETD CFCFF + Pi1UCFOil * D ETD CFCFF
+ PnUCFIL* DetDcficff + K UCFF, * D ETD cficff +£ i

CAR(0) Coefficient t-statistics p-value
Intercept -0.00404664 -0.746 0.456
Det -0.00046422 -0.070 0.944
D cficff 0.00003807 0.006 0.996
DetDcfick -0.00104730 -0.109 0913
UE 0.15418612 0.927 0.355
UCFO 0.03127765 1.086 0.278
UCFI 0.02065693 0431 0.666
UCFF 0.00990748 0.347 0.729
UE*Det -0.13484776 -0.810 0419
ucfo*det -0.02564287 -0.862 0.389
ucfi*det -0.02679618 -0.527 0.599
ucff*det -0.01034781 -0.352 0.725
ue*dcfidF 0.18162445 0.747 0.455
UCFO* DA 0.00312858 0.064 0.949
UCFK* Bericrr -0.00412926 -0.069 0.945
WORE* Boricrr 0.02036530 0.465 0.642
UE*Del DCFLFF -0.19321758 -0.794 0428
UCFO*DET Dcfkff -0.04379724 -0.765 0.445
ucfi*det CHCF 0.01904975 0.278 0.781
UCFF*Det Dcflrr -0.03219842 -0.615 0.539

kgl ** denote statistically significant level of 1% andl 5% respectively. All independent variables are deflated by MVEL]
where, UE = tnexpected eamings, UCFO = unexpected net cash flows from aperating activity, UCH = unexected net cash flows
from investing activity, UCHF = unexpected net cash flows from financing activity, MVE, 1= market value of equiy & the
beginning of the: period, CAR(O) = abnomel refum of the announcement day. Transitory of eamings are cateqorized by the
medan of savple (RJ= 0015, Fsiat=1.317)
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Table 10 (Continue) Regression results ofthe joint impact of transitory of earnings and CFI/CFF
ratio on the incremental information content of cash flows beyond earnings; Model T-6:

CAR, =Pt +Pt*Det+p8Dm+PtDKIDTP

+PtUE, + PtUCFo] + PtUCFIL+PtUCFF,

+PtUE, *Det + PtUCFO1* Det + PtoUCFIL* DET + PbUCFFu* DET
+ pJ2UE,, * D CROFF + PtfICFOL* DCRCFF + PIUCF 1% D cfickf

+ PtSUCFFA *D CRICFF +P t6UEL* D etD cf0FF +Pt,U CF O1iL* D ErD CFOFF
+ PtUCF 11 * DetDcfOFF + P19 CFF, * AETACEICEF + 8

CAR(-L0)

|I’It€|’CEpt
det
D cficff

1 "ETCHCHF
UE

UCFO

UCFI

UCFF

UE*Dct
ucfo*det
ucfi*det
ucff*dct
YE*Bericrr
UCFQ™ Bericrr
UCFE* Bepicrr

WEFF* Boricrr
UE*Det Dcfltr

UCFO*Dft Defkff
UCFl*DetDcficff

WERE*BeT Bericrr

Coefficient

-0.00658620

0.00156433
0.00621625

-0.00735071

0.01716722
0.12364514
0.04753839
0.03296207
0.00945702

-0.09543791
-0.04611866
-0.01605931

0.37912126

-0.15493783
-0.01186140
-0.00746232
-0.39008962

0.07248835

-0.00745585
-0.01953911

t-statistics

-0.999
0.195
0.740
-0.631
0.085
3.534x**
0.817
0.951
0.047
-2.642%**
-0.747
-0.450
1.284
-2.602%**
-0.162
-0.140
-1.320
1.042
-0.090
-0.307

P-value

0.318
0.845
0.459
0.528
0.932
0.000
0.414
0.342
0.963
0.009
0.456
0.653
0.200
0.010
0871
0.889
0.188
0.298
0.929
0.759

*ex and ** genote statistically significant level of 1% and 56 respectively. Al indepencent variables are defiated by MVEH
where, UE = tnexpected eamings, UCFO = unexpected net cash flows from aperating activity, UCH = unexpected net cash flows
from investing activity, UCHF = unexpecied net cash flows from financing activity, MVEt 1= merket value of equty at the
beginning of the period, CAR(-1,0) = cumulative abnomdl refum of the cey hefore and the day of an amouncement (2 cys

inclusive). Transitory of eamings are categonized by the median of saple (R2= 0077, Fsiat =2.706)
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Table 10 (Continue) Regression results of the joint impact of transitory of earnings and CFI/CFF
ratio on the incremental information content of cash flows beyond earnings; Model T-6:

CAR, =Pi+Pi*DJ+PIDmp+PIDEDT

+ PtUE, 1+ PtUCFO*+ PtUCFINL+ PIUCFF,1

+ PtUE, *Det+ PtUCFOu* Det + PtpJCFI1* Det +p BUCFFil* Dhr
+PnDEL* Dcficff + PnUCFOu*z w  +PIPJCFIL*z w

+ PISUCFF1*D GFIOFF + PISUE L * D ED CFOFF + PIiUCF O L* ) ot D cficff
+ PIpJCF11* D etD cficff + PIgUCFFL*D et D cficff + £ii

CAR(0,+1)

Intercept
Det

D cficff

DetD cficff
UE

UCFO

UCFI

UCFF

UE*Dct
UCFO*Det
ucfi*det
ucff*dct
DE*DcfIHF
UCFO* DCFLF

WEF™ Boricrr
UGRF* Boriorr
IJF*D - Beriorr

UCFO*DctDcfleff
UCFI*Detd cfLff
UCFF*DetDcflcff

Coefficient

-0.00318122
-0.00460510
-0.00031155
0.00572122
0.35497425
0.06421238
0.04263817
0.01666053
-0.32206968
-0.02986151
-0.05788570
0.00942336
0.09331357
-0.05953375
-0.13488656
-0.03917285
-0.10938753
-0.01346664
0.15174493
-0.01007178

t-statistics

-0.409
-0.487
-0.031
0416
1.488
1.556
0.621

0408
-1.350
-0.701
-0.794
0.224
0.268
-0.848
-1.566
-0.624
-0.314
-0.164
1.544
-0.134

p-value

0.683
0.626
0.975
0.677
0.137
0.121
0535
0.684
0.178
0.484
0.428
0.823
0.789
0.397
0.118
0.533
0.754
0.870
0123
0.893

*e*and ** denote statistically signiicant level of 1% and 56 respectively. Al independert variables are defiated by MVFL1
where, UE = unexpected eamings, UCFO = unexpected net cash flows from aperating activity, UCK! = unexpected net cash flows
from investing activity, UCHF = unexpected net cash flows from financing activity, MVEL1= market value of equity at the
beginning of the period, CAR(0+1) = cumulative abnomel refum of the: dy of and the ey after an announcement (2 cays
inclusive). Transitory of eamings are categorized by the method of medan of sape (R2= 0.058, Fstat = 2.247)
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Table 10 (Continue) Regression results of the joint impact of transitory of earnings and CFI/CFF
ratio on the incremental information content of cash flows beyond earnings; Model T-6:

CAR., =fit +AB*Det +fitD 1 +fiD EDw
+fi\UE, +fitUCFO, +fitUCFI 1+ iiUCFF,

+ figUEL*Det + filUCFO, *Det + PTJJCFI1 *Det + PtUCFF' *

+ fiUE, * DficfF + finUCFO1 * D cficfr + fiDICF11* D cfickf

+fiiluCFF, *Dcfkpf + P\UE,, *D ErD (FIOFF + PAUCFO,, * D ETD (FCFF

+finUCFIjt *DETDCACH + fil9 CFFU*DETD CFIOFF + £1

CAR(-1,+])

Intercept
Uet
ACFICFF

AETACFICFF
UE

UCFO

UCFI

UCFF

UE*Dat
ucfo*det
ucfi*det
ucff*det
ue*dcficff
UCFO* DCFGF
UCFI* DGO
UCFF* Dcfkerd

UBE>et U cfictf

UCFO*DctDcf cff
UCFI*DetDcfITF
UCFF*Det d cfkff

Coefficient

-0.00575897
-0.00249376
0.00586185
-0.00093819
0.21528692
0.15475936
0.06884880
0.03960016
-0.17559920
-0.09815219
-0.07628113
0.00388563
029229330
-0.21460220
-0.14287465
-0.06635353
-0.30764179
0.10008431
0.12432630
0.00135737

t-statistics

-0.670
0239
053
-0.062
0816
3391
0.907
0876
-0.666
-2.083
-0.947
0.083
0.759
-2.763*
-1.500
-0.956
0.798
1103
1144
0016

P-value

0.503
0811
0.593
0.951
0415
0.001
0.365
0.382
0.506
0.038
0.344
0.934
0.448
0.006
0.134
0.340
0425
0.271
0.253
0.987

*ex and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEL]
where, UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCH = unexpected net cash flows
from investing activity, UCHF = unexpected net cash flows from financing activity, MVEH = market value of equity at the
begimning of the period, CAR(-L,+1) = cumulative abnomel refum of the day before, the day of, and the day after an
announcemert (3 days inclusive). Transitory of eamings are categonized by the medan of sample (R2= 0,113, Fstat = 3584+
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Table 11 Regression results of the joint impact of types of stocks and CF1/CFF ratio on the
incremental information content of cash flows beyond eamings; Model T-7:
CARft =/20 +/?, *Drp+P2Dc fic f £ DrpDCACH
+EUCFQ +filUCFI+fiUCFF,
+iiUE, *Dmp+fiUCFQ *Drp+tf0 CFI *Drp+& -UCFIf, *Drp
+H3nUEL*D CACH fiuUCFQ *Defker+ /3uUCFI *Deficff+ 5 CFI? *Deflrr
+ *DpEATHAUCFQ *DepDcfict

+?,gUCFI * DyDc fic ff+ 7,9 CFF*DyDcficff+£1

CAR(0) Coefficient t-statistics p-value
Intercept -0.00399984 -1.005 0.315
Dtp -0.00043793 -0.073 0.942
FACHCFF 0.00261536 0.397 0.692
®TP ~CFICFF -0.00441164 -0.484 0.628
UE 0.01745345 2.586%* 0.010
UCFO 0.01219262 1.402 0.162
UCFI 0.02218510 1.008 0.314
UCFF 0.00568105 0.644 0.520
UE* Dtp 0.00970892 0.633 0.527
UCFO* Dtp -0.01281300 -0.687 0.492
UCFI* Dtp -0.04723181 -1.425 0.155
UCFF* Dtp -0.01360620 -0.927 0.354
UE* D CFIOFF -0.00703124 -0.629 0.529
UCFO* D CFICF -0.01284086 -0.450 0.653
UCFI* D cficff 0.01505820 0.443 0.658
UCFF* D cficff 0.01168380 0.470 0.639
UE* D tp D cfkff 0.03841290 1.068 0.286
UCFO* Dtp Dcfkff -0.05443217 -0.861 0.390
UCFI* Dtp D cfkff -0.05221094 -0.826 0.410
UCFF* DTPD CHCFF -0.04668146 -0.801 0.424

ek and ** dencte statistically significant level of 1% and 5o respectively. Al independert variables are defiated by MVE(1
where, UE = unexpected eamings, UCFO = unexpected net cash flows from aperating activity, UCH = unexpected net cash flows
from investing activity, UCHF = unexpected et cash flows from financing activity, MVEL 1= merket value of equty & the
beginning of the: period, CAR(O) = abnormel retum of the announcemet cay. Types of stodks are categorized by the median of
sape (R =0015, Fetat = 1.319%)
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Table 11 (Continue) Regression results of the joint impact of types of stocks and CFI/CFF ratio
on the incremental information content of cash flows beyond earnings; Model T-7:
CABfj =/20 +/?] *D+p+/72 DCFDRF+ P 3D TPD CROFF
+fiuz, +J3JUCFQ +tiU CF | +p]JUCFFi
+fiUEU *Drl+PgUCFQ *Dtp+ & UCF I *Drp+ PIJJCFIf *D,,.
+7 2 EL*Dcfrff+AUCFQ *DCRCFF fi4 CFI *DCHCH+ tf5 CFI<*Dcfl0FF
+ *DtpFcf ,L+P IUCFQ *D tpDcfkff
+KUCF I *DtpDcficef+ /19 CFF* D rpDCRKAH £1

CAR(-1,0) Coefficient t-statistics p-value
Intercept -0.00877337 -1.809 0.071
Dtp 0.00256123 0.348 0.728
D cficff 0.00393965 0.490 0.624
Dtp Dcflff -0.00112153 -0.101 0.920
UE 0.03262949 3.967%** 0.000
UCFO 0.04013374 3.788%** 0.000
UCFI 0.02875211 1.070 0.285
UCFF 0.03094622 2.879%** 0.004
UE* Dip -0.01942208 -1.039 0.300
UCFO* Dt 0.00228402 0.101 0.920
UCFI* Dt -0.05540365 -1.311 0171
UCFF* Dtp -0.02091465 -1.170 0.243
UE* DCFOF -0.02166885 -1.592 0.112
UCFO* Dcficff -0.06996592 -2.013** 0.045
UCFI* Repicer -0.02788287 -0.672 0.502
WEFF* Rricrr -0.03455795 -1.140 0.255
UE* Dtp D cfictf 0.12682087 2.892%** 0.004
UCFO*D tpDcfcff -0.04123708 -0.535 0.593
UCFI* DTPD (R 0.00606132 0.079 0.937
UCFF* D ,D cficff 0.03337278 0.470 0.639

*ex and ** denote statistically significant level of 1%and Fo- respecively. All independent variables are deflated by MVELL
where, UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCH = tnexpected net cash flows
from investing activity, UCFF = unexpected net cash fiows from financing activity, MVEH = market valte of equity & the
beginning of the period, CAR(-L,0) = cumuiative abnomdl refum of the dy before and the day of an amnounceent (2 days
inclusive). Types of stocks are cateqonzed by the medan of sarple R = 0072, Fstat =2.569)



Table 11 (Continue) Regression results ofthe joint impact oftypes of stocks and CFI/CFF ratio
on the incremental information content of cash flows beyond earnings; Model T-7:
CAE, =Pi+Pi*DT,+PiDCFCH+PiDTPDCFCH
+PIUE,, +PJUCFQ +PIUCFI+PIUCFP
+PiUp1*A B+PIUCFQ *A 7+floUCFi *Drp+PliIUCFp *Drp
tP12ue,, *D CFICFF+ & UCF Q *Dcfcff+P14UCF I *Deficff+ Pi5 CFp *DCHCFF
+ PxJJEjt *D TPD CHCH P v UCFQt *DJPDcfk:ff
+px CFI*DtpDeficff+ PJICFI* d tpd crcrr+ efl

CAR(0,41) Coefficient t-statistics P-value
Intercept -0.00489549 -0.883 0.378
Dip -0.00320512 -0.381 0.704
A ficff 0.01248749 1.358 0.175
Dtp Dcfkff -0.01300237 -1.024 0.306
UE 0.01551641 1.649 0.100
UCFO 0.01425393 1.176 0.240
UCFI 0.00007380 0.002 0.998
UCFF 0.00242248 0.197 0.844
UE* Dip 0.06414857 3.000 0.003
UCFO* Dtp 0.05381872 2.072 0.039
UCFI* Dt -0.02215900 -0.480 0.632
UCFF* Dtp 0.04185937 2.047 0.041
UE* DCFOF 0.00604356 0.388 0.698
UCFO* DCFF -0.01947197 -0.490 0.625
UCFI* DCFOF 0.04133889 0.872 0.384
UCFF* Dcficff 0.00238198 0.069 0.945
UE* Dtp DcfLff 0.01450632 0.289 0.773
UCFO* Dtp Dcfkff -0.17805030 -2.020 0.044
UCFI*D tpDecficf -0.28028392 -3.180*** 0.002
UCFF* DTPD CFLFF -0.17101892 -2.105%** 0.036

- and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVE,.,,
where, UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFI = unexpected net cash flows from
investing activity, UCFF = unexpected net cash flows from financing activity, MVE,., = market value of equity at the beginning of the period,
CAR(0,+1) = cumulative abnormal retumn of the day ofand the day after an announcement (2 days inclusive). Types of stocks are categorized
by the median of sample (R2=0.109, F-stat = 3.488**)
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Table 11 (Continue) Regression results ofthe joint impact of types of stocks and CFI/CFF ratio
on the incremental information content of cash flows beyond eamings; Model T-7:
CARfL=Pi +P| *&>p+PiDC ;F+PiD tpDcfictf
+PIUE, +PIUCFQ +PIUCFI +PIUCFP
+PIUE,, *>H+PIUCFQ *£>7 + PIJICFH*>T + &UCFC-*Drp
+P1WEL*D CROFF+PIiUCF Q* DIFCFF+ AV C F I *Dcf ;F+P13JCFP* p crictt
+PJ-JE, *F)ILDCACLLH PXUCFQt * &TETITI.

+ A &UCFJ1*DrpDCHCLL+PY¥ CFF*DTRDCF 7+£1

CAR(-1,+1) Coefficient t-statistics P-value
Intercept -0.00943997 -1.511 0.132
Dtp -0.00064182 -0.068 0.946
D cfictf 0.01337056 1.291 0.197
Dyp DcfLFF -0.00908935 -0.636 0.525
UE 0.03015221 2.845 0.005
UCFO 0.04163346 3.050 0.002
UCFI 0.00608173 0.176 0.860
UCFF 0.02739542 1.978 0.049
UE* Dp 0.03494667 1.451 0.148
UCFO* Dip 0.06907264 2.360 0.019
UCFI* Dip -0.02867548 -0.551 0.582
UCFF* Dp 0.03533750 1534 0.126
UE* DCFIFF -0.00822617 -0.469 0.639
UCFO* DCFLF -0.07539103 -1.684 0.093
WCk 1™ PepldF -0.00120768 -0.023 0.982
YEFF* Brcre -0.04330899 -1.109 0.268
UE* Dtp DcfLff 0.10183163 1.803 0.072
UCFO* Dtp DcfLff -0.16455036 -1.657 0.098
UCFI* Dtp Dcfkff -0.22568539 -2.273%* 0.024
UCFF* DtpD cficff -0.09217462 -1.007 0.315

% oyl cerote statisially Significant level of 196and B respectvel. All independert varicbles are defated by MVE( ]
where, UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFI = unexpected net cash flows from
investing activity, UCFF = unexpected net cash flows from financing activity, MVE,.1= market value of equity at the beginning of the period,
CAR(-1,+1) = cumulative abnormal retum ofthe day before, the day of, and the day after an announcement (3 days inclusive).

Types of stocks are categonzed by the medan of saple (R2= 0129, Fsiat=4.011%)
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Table 12 Regression resuits of the joint impact of transitory of earnings, types of stocks, and cri/crr
ratio on the incremental information content of cash flows beyond eamings; Model T-8:
CARj1= 330 +/?, Det +(32 D tp + P DCACHF+ f3AD ETD rpD CRIOFF
+tfUE, +fiUCFQ +flIUCFI +fiUCFFu
+$UEK*DET+KUCFQ *DE7+UUCF I *DE7+ &UCFF -*DET
+fim , *Dm+PIUCFQ *D77+$5 CFI*Dip+fijJCFQ*Drmp
+1lUE,, *DCFICFFfoUCFQ *DcmFF+fi9 CF I *DORCH+p«20UCFIft * DOFICHF
*DelD tpDcfeff+ $ 20CFQ, *DED hDQIH
+&UCF I* DeD tpDCHOF+A.CETCC* DetD tpDcficff+£1

. CAR(0) Coefficient (-statistics P-value
Inteyoent 000174503 0301 0764
Drr 000099792 0179 088
D, 000309907 0624 0533
ACFCFE 0.00047077 0088 0990
Det DipDot0F 000638%7 0607 0546
UE 024620508 2072 0039
UCFO 00479573 1847 0066
UCH 002589226 06%2 0490
UCHF 001401757 05% 059
UE'DT 02291939 1935 004
UCFO* Det 00382549 1483 0139
UCH Dat 000306200 0093 09%
UCH Dat 00109879 0469 0639
UE* Dw 0.0080%12 0572 0567
UCFO* 00155604 0862 03%
UCFI* 0.0414%5% -1468 0143
UCFF Dt] 001010284 072 0411
UE* Donarr 000624780 0565 0573
UCFO* DCY3F 0020714% 079 0467
VCFP Qe 001106309 034% 0730
UCFF DaOT 0.013%862 0561 05/5
UE* Det ' D CFICFF 0&34%75 0%9 0%
UCFO* DatDt1DnHF 02258309 2359 0019
UCH* ED, TDEL Q17847402 2016 0045
UCFH D,1DIDAGF 022806441 -2.522" 0012

+rkand ** denote statistically significant level of oand S respectively. Al inoependent variables are defiated by MVEH
where, UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFL = unexpected net cash flows
from investing activity, UCHF = unexpected net cash flows from financing activity, MVEt 1= merket value of equty at the
beginning of the: pexiod, CAR(O) = abnomral retum of the amouncerment cay. Transitory of eamings and types of stodks ae
categorized by the method of medan of sape (R: = 0036, Fstat = 1.599%)
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Table 12 (Continue) Regression results of the joint impact of transitory of eamings, types of stocks,

and cri/crr ratio onthe incremental information content of cash flows beyond eamings
CAP, =Pi+01Dp7+PiDtp+PIDcficff+PiDFDrpD(J .

+PIUE, +PIUCFQ +PIUCFI +filUCFF,,

+PIUE, *DET+PIOUCFQt *Det+PIMJCF11*DET+PI2UCFIfr*DET

+PLUE, *Dip+PI1JICFQ *Dp+Pi5 CFlu*Dp+p UCFq *Dmp

+p 2 Eit*DetD tpDcfictf+ P 2UCFQ *DelDj.pDcfictf
+& UCF I* DEMDTPDCHCH+PIUCFP * DetD toD(ficFf+£ it

CAR(-1,0)
Intercept
Det
Dm

~CFICFF

DrrDnDencrr
UE

UCFO

UCFI

UCFF

UE*DT

UCFO* Det

UCFI Det

UCFF* Dct

UE* 1

UCFO* DT}

UCFI* DT}

UCFF* DT

UE* Der.en

UCFO* Dencfr

UCFI* Dcfiot

UCFF* DGROT
UE*DED,DC
UCFO* DETD1, DGEn.
UCFI* DetDZ, DCFIOT
UCFF* FTD,,D Cl0L,

1*Dyr+fijJ C F Q * Deficff+PIgUCFIit *DCACARp\pJCFF it *D cfick

Coefficient

-0.00574871
-0.00036403
0.00010466
0.00308896
-0.00673025
0.17034621
011141154
0.06910906
0.03764075
-0.13822261
-0.07545348
-0.04911850
-0.01073537
-0.02156098
0.00184978
-0.04903038
-0.01411128
-0.01972104
-0.08819661
-0.03164633
-0.02630650
0.13770220
-0.23165632
-0.15241533
-0.17419599

t-statistics

-0.815
-0.054
0.017
0475
-0.526
1180

3.532%x*
1519
1.292
-0.959
-2.408
-1.221
0317
-1.168
0.085
-1427
-0.830
-1.467
-2.554
-0.812
-0.870

2.865%**

-1.997%*
-1.450
-1.580

p-value
0416
0.957
0.986
0.635
0.599
0.239
0.000
0.130
0.197
0.338
0.017
0.221
0.706
0.244
0932
0.154
0.407
0.143
0.01
0418
0.385
0.004
0.047
0.148
0.115

kol ceaote satisially sirificant evel of D6ard B respectively. All indepercert varicbls ae defite! by MVE(L

where, UE = Unexpected eamings, UCFO = nexpected net cagh flows from aperating activty, UCH = unexpected net cash flows from
Investing activity, UCHF = unexpected net cash flows from financing activity, MVE(1= merket value of equity a the beginning of the

period, CAR(-L,0) = curmuiaiive abnomrel refum ofthe.ciy beforeand the diay of anamouncamert (2 cays inlusive)
Transitory of eamings and types of stocks are categonized by the method of medan of sanple (R = 009%, Fstat = 2.7217%)
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Tahle 12 (Continue) Regression results of the joint impact of transitory of earnings, types of stocks,
and cri/crr ratio on the incremental information content of cash flows beyond eamings
CAli =p0+Py Det+P2Djt +Pi D CHOFF+ P i DETD ThD CHCFY
+P]UE, +PTUCFQ +p7 CFLL+fiUCFFt
+PTUE,, *Det+ /£, CFQ *DET+puUCFIit*DEr+0UJCFF, *DET
+PnUEt *Dtp+PIUCFQ, *Dtp+pf5 CFI, *Drl+ PAUCFIf, *Dmp
+1IUE,, *DCICA~+ fijJCFQ *DCRICA+ $9 CFI1 *Dcficff+ PIJICFiP, * D (RXFF
+PIUEK*DEDADCIEIH P12 CFQ, *DftD tpD cficff
+&UCF I *DetD pDcfCApIU CF It *DETD TPD CFFF

CAR(0,+1) Coefficient tstatistics P-value

Intexcept 0.00387910 0417 0634
et 000677725 Q741 0459

001064098 1517 0130
ACFICFF 000094815 0127 089

000456315 0310 0757
UE 036754122 2208 0028
UCFO (04398569 1210 027
UCH 001292215 0246 0806
UCFF 00262529 0782 043%
UE*D,L 0.3530%71 219 0034
UCFO* Det 003001244 081 0407
UCF Dat 0.03847213 0834 0406
UCFF* Dit 002844038 0867 0336
UE* 00699112 2816 0006
UCFO*D, 008677183 220 0027
UCF* DTl 006657749 1681 00
UCFF DTL 004924697 2514 0012
UE* DCAL, 000627604 0340 0734
UCFO* DOTF 00400838 -1007 0315
UCFF 5 oncpe 00108628 0242 0809
UCFF* DG, 00040173 0115 0908
UE* DFID110001 001940743 030 0726
UCFO* DATDI Datf7 042061505 -3.145% 0002
UCF* DetD1 DCliy 025650632 2104 00%6
UCFF* DR0110cn01 4327847 -3 404 000

*e*and ** denote statistically significant level of % and Fo respectively. Al indepencent variables are deflated by MVE,,
where, UE = Unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFL = unexpected net cash flows from
Investing activty, UCHF = unexpected net cagh flows from financing activty, MVE, 1= market value of equity & the beginning of the
period, CAR(0+1) = curmuiaiive abnomrdl retum of the: dy of and the ey after an amounceent (2 days indusive). Transitory of
eamings and fypes of stocks are categonized by the mecian of saple (R = 0119, Fstat = 3.179+*)
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Table 12 (Continue) Regression results of the joint impact of transitory of eamings, types of stocks,
and CFI/CFF ratio on the incremental information content of cash flows beyond eamings
CAB, =Po +/?! D1L+P2D 1L +/?3DCACF, + Pi D L1D rpDctlLF
+PIUEU+PIUCFQI+fIUCFI +fiUCFFu
+PIUER*DET+£ UCFQ *Det +P*WCFIt*Det + tf UCFIft *DEr
+AUE, *Dtp+iTUCFQ, *Dtp+p?9 CFl *Dm+ UCFFh*Djr

*Defeff+P*&JCFQ" *DCFICH+ $9 CF I *DCFICAPI0UCFpt *D CFCH

+P2JUEL*D 11DrpDa ,1+P2UCFQI*DEDIPDCL ;1
trliccrIL Db 0wty 2ICFIfL D 11D 1D et HL

CAR(-1,41) Coefficient t-statistics P-value

Intercept 000010497 0.012 0,991
Det -0.00534047 -0.612 0.541

-0.00751874 -0.965 0.33
ACEICEF 0.00335872 0.400 0.689
NET ATP ACECFF 0.00461510 0.219 0.780
UE 0.29020431 1556 012
UCFO 0.10621151 2.606*** 0.010
UCFI 0.02877211 0.490 0.625
UCFF -0.00309937 -0.082 0.934
UE* Dot -0.26147602 -1.404 0.161
UCFO* DET -0.06649933 -1.643 0.101
UCFI T -0.00604252 0117 0.907
UCFF* Dot 0.02900737 0.789 0.430
UE*D, 0.02967193 1.244 0.214
UCFO* Dw 0.07334823 2.606*** 0.010
UCFI* DT -0.07325317 -1.651 0.100
UCFF* DT} 0.04578158 2.086** 0.038
UE* Dcfiot -0.00778635 -0.448 0.654
UCFO* DGAGF -0.10627223 -2.382** 0.018
UCFI* DAGF -0.05343716 -1.061 0.289
UCFF* Dcfiot -0.03586460 -0918 0.359
UE* fset 0 19 U ofictr 0.08279593 1334 0.183
UCFO* D,TD,,D (1L -0.42506897 -2.837%+* 0.005
UCFI* Dft L DGYHF -0.23632902 -1.740 0.083
UCFF* DctD1, Dcfictf -0.37771868 -2.652%** 0.008

¥** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEj;,
where, UE = unexpected eamings, UCFO = unexpected net cash flows from operating activity, UCFI = unexpected net cash flows from
investing activity, UCFF = unexpected net cash flows from financing activity, MVE/1= market value of equity at the beginning of the period,
CAR(-1,+1) = cumulative abnormal retum of the day before, the day of, and the day after an announcement (3 days inclusive). Transitory of
earnings and ripes of stocks are categorized by the median of sample (R2=0.148, F-stat == . 105+,
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4.7 The Industry Effect

Biddle et al. (1995) indicates that the incremental information content of CFO
beyond earnings is different among industries. As a result, | do a test for the impacts of
industry categorizing on the SET. There are a number of industries (see Appendix B) in the
SET where many industries comprise of a few companies. By a limitation of sample, |
cannot control for all industries. Thus, | choose the first five largest industries. Those
industries are Agribusiness, Building and furnishing materials, Foods and heverages,
Property development, and Textiles, Clothing and Footwear. The model used to test the

impacts of these industries is as follows.

CAR, =Pi+P\DX+PiA +PID5+/?;A +PiA
+PIUEL+PIUCFO1+PIUCFI1+PIUCFF,
+PIUEL*A +PIUCFOL*A +PIUCFI, *A +PIPJCFF, *A

+PIUE, *D2+PIUCFOl*A +PIUCFIL*D2+PIUCFF1*A (T-9)
+PlpJE, *D3+PIUCFO,, *D3+PIpJCFI, *A +faUCFF, *A

+PIUE, *A +/7223"CFO, *A + *A +PlUCCFF, *A

+a%fa *A + *A O+ *A +PUJCFF, *A +A,

Where:

D1 = dummy variable which takes a value of 1if firm iis in Agribusiness, and 0 otherwise

D2 = dummy variable which takes a value of 1 if firm i is in Building and furnishing
materials, and 0 otherwise

D3 = dummy variable which takes a value of 1if firm i is in Foods and beverages, and 0

otherwise
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D4 = dummy variable which takes a value of 1if firm i is in Property development, and 0
otherwise
D5 = dummy variable which takes a value of 1 if firm i is in the Textiles, Clothing and
Footwear, and 0 otherwise
The appendix A presents the results of the impacts of industry according to model
T-9. The results suggest that the incremental information content of cash flows beyond
earnings are more likely higher for the Building and Furnishing Materials industry and the
Property Development industry as well as the Agribusiness industry, whilst the information
content of earnings is more likely lower for the Building and Furnishing Materials industry

whilst higher for the Agribusiness industry, relative to the others.
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