
C H A PTER  IV

RESULTS AND ANALYSES

This chap ter presents the results and  analyses in re lation  to  the tests o f  the 

hypotheses. Further, it p resen ts the sensitiv ity  analysis tha t contro l fo r industry effect. T he 

first section  describes the sam ple characteristics.

T he results base on the  pool observations those are poo ling  o f  firm -quarters o f  

any  firm  i together during the studying period  (10 quarters).

4.1 Characteristics of the Sample

T able 1 presents the sam ple obtained using the criteria discussed in chap ter 3. 

Further, 41 firm s are deleted  because o f  negative book  value  o f  equity. T he stocks o f  

negative  b ook  value  firm s m ight be determ ined  by special assum ptions, for exam ple 

surv ival conditions. T hus, the  re levan t inform ation m igh t be o ther inform ation, e.g. 

liqu idating  value, ra ther than  earnings and cash flow s that exam ining  in this study. A lso, 16 

firm s are dropped  during the m easurem ent period  o f  abnorm al retom s, because there are no t 

sufficien t h istorical trades to facilitate the estim ation o f  the m arket m o d e l’ s param eters. The 

p rob lem  o f  nonsynchronous trad ing  stocks can  be severe for estim ating m arket m odel 

p a ra m e te rs  (B ro w n  and  W arn er, 1985). A s a resu lt, 142 firm s are  co m p le ted  sam ple

th a t th e ir  f in an c ia l s ta tem en ts  fo r 10 q u a rte rs  a re  u sed  to  p e rfo rm  th e  sta tis tica l an a ly sis .
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T he nam es o f  these com panies are d isplayed in the  appendix  B. T he descrip tive statistics o f  

each variab le  are described in T able 2. A ll dependent variab les (UE, U C FO , U C FI, and 

U C FF) are  defla ted  by  the m arket value o f  equity  at the beg inn ing  o f  the period  (M V E t 1) in 

order to  reduce the prob lem s o f  heteroscedasticity  in the O FS regression analysis. This is 

consisten t w ith  the recom m endation  o f  C hristie (1987) and o ther previous studies (e.g. 

F ivnat and  Z arow in,1990; C lubb, 1995; B iddle et al., 1995; R aybem , 1986; A li, 1994; 

C haritou  et al., 2000; C heng et al., 1996 an d l9 9 7 ; K anokpom  N ark tub tee, 2000).12 The 

variab les C FIC FF, E T R A N , and G W T H  are used  in the analysis in form  o f  dum m y 

variables. Further, T able 3 presents the estim ated correlations o f  the independent variables. 

P earson  corre la tions am ong the independent variables reveal that only one pair o f  variable 

(from  four pairs) has a  correlation  coeffic ien t h igher than 0.3. T he high correlation  is found 

betw een  U C FO  and U C FF w ith  the correlation  coefficient o f -0.668. This indicates that the 

degree o f  m ultico llinearity  is no t severe, except fo r U C FO  and  U C FF that it is possible 

m u ltico llinearity  betw een  these variables. H ow ever, the variance inflation factors (V IF) 

range b e tw een  1.00 - 2 .00  indicating  tha t the m ulticollinearity  appear not to be a problem .

I 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.
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Table 1 Summary of sample

Firm s ob tained  from  criteria 199

F irm  w ith  negative  book  value o f  equity  (41)

U navailab ility  o f  historical returns during the estim ation period  ( 16)

N u m b er o f  firm s incorporated  to the analysis 142

Table 2 Descriptive statistics
V ariab les11 N M inim um M axim um M eanb Standard

D eviation
UE 1,346 -3.80814 3.5322 -0.00384 0.42069
U C FO 1,346 -4.17756 5.07018 -0.01387 0.48221
U C FI 1,346 -1.56148 1.58352 0.00095 0.20129
U C FF 1,346 -3.98939 4.64671 0.01457 0.47505
C FIC FF 376 0.00027 414.56 0.70384 -
E T R A N 1,346 0.00001 3.80814 0.05672 -
G W T H 1,346 0.09931 66.32689 0.65634 -

C A R (0) 1,346 -0.17116 0.15779 -0.00315 0.03897
C A R ,.1,0, 1,346 -0.23521 0.17703 -0.00274 0.04933
C A R (, +1, 1,346 -0.28617 0.30722 -0.00207 0.05814
C A R ,,+1, 1,346 -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 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, 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(0) = abnormal return on the announcement day, CAR,,, 01 = 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,., +n = 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

U E U C FO U C FI U C FF
UE 1.000 0.144 0.055 -0.134

U C FO - 1.000 -0.079 -0.668

U C FI - - 1.000 -0.182

U C FF - - - 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

T able 4 presen ts regression results on  the  association  o f  cum ulative abnorm al 

returns w ith  unexpected  earnings, unexpected  cash flow s from  operating  activity , 

unexpected  cash  flow s from  investing  activ ity , and unexpected  cash flow  from  financing  

activity . T able 5 presen ts results o f  the association  betw een  cum ulative abnorm al returns

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

M odel T - l :  C A R , II £ I +  P IU C F O ,1 +  P \U C F I  1, +  P \U C F F , +  £น

M odel In tercep t

P i

U E

P i

U C FO

P i

U C FI

P i

U C FF

P i

A djusted  R 2 
F-stat.

C A R (0) -0.00309 0.01502 -0.00062 0.001798 -0.00085 0.024
-2.939*** 5.938*** -0.204 0.325 -0.270 9.204***

0.003 0.000 0.839 0.745 0.787

C A R (-1,0) -0.00271 0.01287 0.00352 0.00565 0.00453 0.010
-2.029** 3.994*** 0.904 0.802 1.135 4.504***

0.043 0.000 0.366 0.423 0.256

C A R (0,+I) -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

C A R ,1,+0 -0.00167 0.01871 0.01626 -0.00006 0.01984 0.023
-0.951 4 419*** 3.182*** -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 
** denote 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, UCF1 = 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, c AR(01 = abnormal return of the announcement day, CAR( 101 = cumulative 
abnormal return of the day before and the day of an announcement (2 days inclusive), CAR,0111 = cumulative 
abnormal return of the day of and the day after an announcement (2 days inclusive), CAR( 1 +11 = cumulative abnormal 
return of the day before, the day of, and the day after an announcement (3 days inclusive)
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C ^ A + f l i r ç , +*,1

Table 5 Regression results of information content of earnings

M odel C A R (0) C A R , 1,0) C A R , 0,+0 C A R ,1+,)

J30 (In tercept) -0.00309 -0.00269 -0.00199 -0.00161
-2 .946*** -2.014 -1.268 -0.912

0.003 0.44 0.205 0.362

A (U E ) 0.01509 0.01292 0.02055 0.01839
6.052*** 4.063*** 5.514*** 4.381***

A djusted  R 2
0.000 0.000 0.000 0.000

F -statistics 0.026 0.011 0.021 0.013
36.626*** 16.509*** 30.407*** 19 193***

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. 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(0) = 
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,0+1, = cumulative abnormal return of the day of and the day after 
an announcement (2 days inclusive), CAR, 1 +1, = cumulative abnormal return of the day before, the day of, and 
the day after an announcement (3 days inclusive)

In  T able 4 , R 2 o f  m odels C A R (0), C A R ,10,, C A R ,011,, and C A R (.1+0 are 2.4% , 

1%, 2.8% , and 2 .3%  respectively  tha t the R 2 o f  m odel CAR,., +1) is tw ice o f  earnings m odel 

in T ab le  5 w hich  is 1.3%. O verall, cash  flow s provide an explanation  o f  stock re tom s in

addition  to the explanation  by  earn ings alone.
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A ccord ing  to  the results o f  full m odel that are p resen ted  in  T able 4 , the 

coeffic ien ts o f  earnings are 0.01502, 0.01287, 0 .02082, and  0.01871 for C A R (01, C A R (_101, 

C A R (0+0, and  C A R (1+0 respectively. T hese coefficients a re  positive  and  statistically  

sign ifican t at the 1% level for all return-w indow s. These results suggest tha t earn ings have 

increm ental in form ation  conten t beyond  C FO  or, in o ther w ords, accrual com ponen t o f  

earn ings adds im portan t useful inform ation to  earnings.

T he coefficien ts o f  C FO  are all positive  and statistically  s ign ifican t at th e  1% 

level for C A R (0+0 and C A R (. 1 +1) that these coefficients are 0 .01192 (P -value =  0 .009) and 

0 .01626  (P -value =0.001) respectively ; how ever, the m arket reaction  to  C F O  on the  day  o f  

announcem ent and  the day before is insignificant that the coefficient for C A R (0) and C A R (_101 

are -0 .00062  (P -value =  0.839) and 0 .00352 (P -value =  0.366). This ev idence  is consisten t 

w ith  the idea that C FO  has increm ental in form ation content beyond  earn ings or in o ther 

w ords, investors o f  the SET react to  the tw o com ponents o f  earnings (accruals and  cash  

flow s) d ifferently . Thus it supports that d isc losing o f  C FO  along  w ith earn ings is usefu l for 

investor o f  the SET. This ev idence confirm s the  results o f  K anokpom  N ark tub tee  (2000). 

She reports ev idence o f  increm ental in form ation conten t o f  C FO  beyond earnings du ring  the 

year 1995 - 1997, b u t significant only  for the year 1996.

The coefficients o f  U C FI 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) fo r C A R (01, C A R ,.,101,
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C A R (0+0, and  C A R ( 1 + 0 respectively . T he results are h igh ly  insign ifican t indicating  that the 

m arket does no t use C FI d irectly  to determ ine stock  prices in the SET.

T he results indicate to the positive re lationship  betw een  returns and net cash 

flow  from  financing  activity . The coefficients are positively  significant fo r the m odels 

C A R (0+0 and  C A R (_I+0 w ith  estim ated values o f  0 .01414 (P -value =  0 .002) and 0.01984 

(P-value =  0.000). T hese results suggest that C FF conveys som e useful inform ation to the 

m arket tha t the  m arket positively  reacts to net cash  flow s from  financing activity . These 

results are consisten t w ith  K anokpom  N ark tab tee  (2000) and L ivnat and Z arow in  (1990) 

tha t they  found a positive association  betw een  cash  flow s from  financing  activ ity  and stock 

returns (prices).

In sum m ary, the  hypothesis o f  increm ental in form ation conten t o f  cash  flow s 

beyond  earn ings is supported. T he m arket reacts strongly to surprises in CFO  and CFF, 

beyond  earnings. T he results suggest tha t the m arket responses o f  cash flow s inform ation 

m ore likely  appear after the day o f  announcem ent relative to the day o f  announcem ent and 

the day befo re  due to  the (strongly) insignificances o f  the coefficients o f  m odels C A R ^  and 

C A R ( 10) w hilst (strongly) significant for the estim ates o f  m odels C A R (0+0, and C A R (I+0.

H ow ever, there is no evidence o f  m arket reaction  to  surprises in CFI.
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4.3 T est of Hypothesis H2

This hypothesis tests for the im pact o f  transitory o f  earnings on  the increm ental 

in form ation  content o f  cash flow s beyond earnings according to  m odel T -2. The regression 

results are presen ted  in T able 6. A ll m odels (C A R (0)5 C A R (.1 0 C A R (0+0, and  C A R (.1 +0) are 

sta tistica lly  significan t w ith the R 2 o f  2.8% , 1%, 3.1% , and  2 .3%  respectively . The 

coeffic ien ts o f  earnings transitory im pact on earnings ( P i  ) are negative and  significant (at 

the 1% level) in  m o d e ls  C A R (0) and  C A R (0+0 w ith  the e s tim a te s  o f -0.148 and -0.09059 

re sp e c tiv e ly . T hese results suggest that w hen earnings are h igh transitory , they have lower 

informativeness relative to when they are low transitory, consistent with expectations.

The coefficients P i  are insignificant in all m odels that inconsisten t w ith 

expectation . Thus, these results suggest that the increm ental in form ation con ten t o f  C FO  is 

sim ilar am ong  firm s w ith  high or low  transitory  o f  earnings. These results are consisten t 

w ith  ev idence from  the U .K . stock  m arket (C haritou  et al., 2001) and confirm  the findings 

o f  K an o k p o m  N ark tub tee  (2000) that she find out by the yearly  return-w indow s study 

m ethod  tha t there is no im pact o f  earnings transito ry  on the in form ativeness o f  cash  flow s 

over earnings. H ow ever, it is inconsistent w ith som e previous research (e.g. C heng  et al., 

1996 for the  บ .ร .; C haritou  et al., 2000  for Japan).

A lso, coefficients P i  that regard ing  im pacts o f  earnings transitory  on the

in fo rm atio n  co n ten t o f  C FI are h igh ly  in sign ifican t for all m odels due to  the high v a lu e  o f
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P-values. B esides, the im pact o f  earnings transitory  on the in form ation  content o f  C FF that 

is exam ined  by  the coefficients P i  is quite w eak. The coefficien ts P i  have positive sign 

accord ing  w ith  expectation  in three o f  four m odels bu t ra ther w eak. T he best coefficien t P i  

is in  m odel C A R ( 1 +0 w ith  the estim ated  value o f  .02716 (P-value =  0.090). Thus, there is 

no ev idence to support that C FF have h igher increm ental in form ation content beyond  

earn ings w hen  earnings are high transito ry  due to  the insignificant coefficients.

T herefore, there is no ev idence supports the hypothesis that transito ry  o f  

earn ings have im pacts on the increm ental inform ation conten t o f  cash flow s beyond  

earnings. W hen earnings are high transitory , earnings have low er in form ation content. 

H ow ever, cash  flow s have no the increasing o f  increm ental in form ation  conten t beyond  

earn ings w hen  earnings are low. In o ther w ords, w hether an earnings transito ry  is h igh or

low , cash  flow s have the sim ilar increm ental in form ation content.



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

C A R , =  P i  +  Pi * D h:r +  P lU E , + P i  U C F O , +  f i U C F I ,  +  t f U C F F , +  t f U E ,  •  D,,r +  f iU C F O ,  •  D +  f iU C F F ,,*
__ |£, -  E l- 11The sample is divided into 2 portfolios basing on the median of the absolute changes in earnings deflated by market value of equity at the beginning period, ——— . ln order t0 measure

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

Model Intercept
p i

Det

P i
UE
P i

UCFO
P i

UCFI
P i

UCFF
P i

UE*Det

P i
UCFO*Det

P i
UCFI*Dft

P i
UCFF*D„

P i
Adjusted R2 
F-statistics

CAR((I) -0.00093 -0.00438 0.162 0.00567 0.00686 0.00521 -0.148 -0.00759 -0.00311 -0.00698 0.028
-0.615 -2.063 2.732*** 0.608 0.539 0.601 -2.488*** -0.769 -0.220 -0.750 5.343***
0.538 0.039 0.006 0.543 0.590 0.548 0.013 0.442 0.826 0.453

CAR (.| 0) -0.00077 -0.00363 0.103 0.00582 -0.0108 -0.00080 -0.09059 -0.00313 0.02323 0.00553 0.010
-0.400 -1.339 1.355 0.489 -0.667 -0.072 -1.192 -0.248 1.285 0.465 2.581***
0.689 0.181 0.175 0.625 0.505 0.943 0.236 0.804 0.199 0.642

CAR(0>+1) 0.00050 -0.00441 0.254 0.00292 -0.00162 0.00149 -0.233 0.01008 0.00116 0.01498 0.031
0.214 -1.355 2.791*** 0.205 -0.083 0.112 -2.557*** 0.667 0.053 1.051 5.733***
0.830 0.176 0.005 0.838 0.934 0.911 0.011 0.505 0.957 0.294

CAR,., +1) 0.00063 -0.00362 0.193 0.00347 -0.01854 -0.00393 -0.173 0.01431 0.02651 0.02716 0.023
0.244 -0.992 1.883 0.216 -0.847 -0.263 -1.695 0.842 1.090 1.696 4.606***
0.807 0.321 0.060 0.829 0.397 0.792 0.090 0.400 0.276 0090

Coefficient, t-statistics, and P-value are presented in the first, second, and third line respectively; *** and ** denote statistically significant level o f 1% and 5% respectively. A ll independent variables are deflated by MVEt.,, 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, DR.1.=dummy variable take a value of 1 
and 0 for high and low transitory of earnings respectively. MVE,., = market value of equity at the beginning o f the period, CAR(()) = abnormal return of the announcement day, CAR,., 0, = cumulative abnormal return o f the day before and the 
day of an announcement (2 days inclusive), CAR,0,1, = cumulative abnormal return of the day of and the day after an announcement (2 days inclusive), CAR,.111) = cumulative abnormal return of the day before, the day of, and the day after 
an announcement (3 days inclusive)

รุ๐



4.4 Test of Hypothesis H3

H ypothesis H3 states that the increm ental inform ation conten t o f  cash flow s over 

earn ings is d ifferent for grow th and value  stocks. T able 7 presents the  results o f  th is test. 

O verall, R 2 from  T able 7 (results o f  m odel T-3) are less than  R 2 o f  T able 4 (results o f  m odel 

T - l)  w hich  is an  indication  o f  no im pact o f  stock  types on  the increm ental inform ation 

content o f  cash  flow s over earnings.

T he coefficients P i , w hich  capture the  im pact o f  stock types on inform ativeness 

o f  earnings, are positive for m odels fo r C A R (0}, C A R (0+0, and C A R (.1 +0 and negative for 

C A R ( 10); bu t all are not significant. A s a result, there is no  ev idence to support the 

expecta tion  that earnings have h igher inform ativeness in grow th  stocks than  in value  stocks.

T he coefficients regard ing  the im pact o f  stock types on in form ativeness o f  CFO  

( P i  ) get a positive sign for all m odels bu t are insignificant. The im pacts o f  stock types on 

inform ativeness o f  CFI are represented  by P i . This study expects tha t stock prices react 

m ore favorable to new  investm ent o f  grow th stocks than value  stocks, w hich  is reflected  by 

a negative  sign o f  P i . T he results are h igh ly  insign ifican t although all coefficients have 

positive signs consistent w ith  the expectation . T hese results indicate that the investors do 

no t exam ine types o f  stock  in in terpreting  the in form ation contain ing in CFI.

C oefficients P i  detect the effects o f  stock types on inform ation content o f  CFF. 

T he coeffic ien ts P i  are insignificant in all m odels. T hese results reveal that stock prices

reaction  is sim ilar for C FF o f  grow th stocks and value stocks.
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In  sum m ary, the hypothesis H3 is no t supported. T here  is no ev idence consistent 

w ith  the ex ten t o f  d ifferences in the inform ation content o f  earn ings as w ell as cash  flow s 

be tw een  v a lue  stocks and  grow th stocks.

4.5 T  es t o f  H y p o th e s is  H 4

T he ou tset here is to test w hether the C FI/C FF ratio  have any  im pact on the 

increm ental in form ation  conten t o f  cash flow s beyond  earn ings, as o f  m odel T-4. T he 

results are p resen ted  on T able 8. The results reveal that C FI/C F F  ratio has im pact on the 

increm ental in form ation  content o f  C FO  as expected. The coefficients P i  that de tec t this 

im pact are sign ifican t at 5%  level in m odel C A R (.10, and at 1% level C A R (.1 +1, w ith  the 

estim ates o f -0.06618 (P-value=  0 .021) and -.110 (P-value =  0.003) respectively . T hese 

results reveal that in the  firm  w ith net cash outflow s from  investing  activ ities excess o f  net 

cash  in flow s from  financing activity , the increm ental in form ation content o f  C FO  beyond 

earn ings is sign ifican tly  low  w hilst the increm ental inform ation content o f  earnings over 

C FO  still sustain  due to  the insignificant o f  this im pact on earn ings revealing  by coefficient 

p  61. H ow ever, there is no evidence on any im pact o f  the ratio  on inform ativeness o f  CFI 

and C FF  due to insign ifican t o f  coefficients P i  and  P i .

A s a result, the hypothesis H 4 is supported due to the evidence o f  CFO . The 

investors o f  the  SET m ore likely reac t negatively  (positively) to  CFO  o f  th e  firm s tha t net 

cash ou tflow s for investm ent h igher (low er) than  net cash inflow s from  financing. This is

find ing  is n ew  ev idence contributed  to  the line o f  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,, = P i + P i * D rp + P lu E11 + PlUCFO,, + P l u e  F I 1, + P l u e  F  F  + PIUE„ * D rp + p]UCFO„ * D rp + P lU C F I 11 * D rp + PlUCFF,, * D rp + ร,,
The sample is divided into 2 portfolios basing on the median o f market value o f equity at the beginning o f  the period deflated by book value at the beginning o f  the period,
MVE /BV in order to measure types o f  stock; the first portfolio, which is the lowest value o f  M VEt 1/B V t.1 proxy for value stock and the other portfolio proxy for growth stock.

Model Intercept

P i
Dtp
P i

UE

P i

UCFO

P i

UCFI

P i

UCFF

P i

UE*Dtp

P i

UCFO *DTp

P i

UCF1*Dtp

_____PL_ _
UCFF*Dtp

_____P i_____
Adjusted R2 

F-stat.

CAR(0) -0.00409 0.00250 0.01325 -0.00052 0.00417 0.00065 0.00438 0.00106 -0.00185 -0.00384 0.021

-2.731 1.180 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

(-1,0) -0.00390 0.00313 0.01325 0.00398 0.00826 0.00710 -0.00263 0.00078 -0.00207 -0.00664 0.008
-2.044 1.160 3.398*** 0.755 0.911 1.246 -0.372 0.090 -0.138 -0.811 2.195**

0.041** 0.246 0.001 0.450 0.363 0.213 0.710 0.928 0.890 0.417

(ท,+เ) -0.00211 0.00165 0.01742 0.01031 0.00327 0.01149 0.01301 0.00124 -0.00950 0.00644 0.025
-0.921 0.511 3.722*** 1.632 0.301 1.679 1.536 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

c AR(-i,+n -0.00192 0.00227 0.01760 0.01508 0.00766 0.01824 0.00560 0.00060 -0.01057 0.00376 0.019
-0.745 0.625 3.349*** 2.126** 0.627 2.375 0.585 0.052 -0.525 0.341 3.891***
0.456 0.532 0.001 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 o f 1% and 5% respectively. A ll independent variables are deflated by MVE,. 1, 
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, DTp=dummy variable 
take a value of 1 for growth stock and 0 for value stock. MVE,., = market value of equity at the beginning of the period, CAR(()) = abnormal return of the announcement day, CAR,., 0) = cumulative abnormal return of the day before and the 
day of an announcement (2 days inclusive), CAR,04 0 = cumulative abnormal return of the day of and the day afler an announcement (2 days inclusive), CAR(.141) = cumulative abnormal return o f the day before, the day of, and the day after 
an announcement (3 days inclusive) VO
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Table 8 Regression results of the impact of CFI/CFF ratio on the incremental information content of cash flows beyond earnings; Model T-4:

Model Intercept ^CFiCFF UE UCFO UCFI UCFF UE* DCF1CFF UCFO* DCF1CFF UCFI* DU L r i  ^CFICFF UCFF* DCF1CFF Adjusted R2

P i P i P i P i P i P i P i P i P i P i F-statistics

CAR,01 -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 .3 3 8 * * * 0 .944 -0 .230 0.027 -0 .948 -0 .777 0.553 0.213 1.603

0.116 0.828 0.001 0 .346 0.818 0.979 0.344 0 .437 0 .580 0.832

C A R ,., 0) -0.00793 0.00691 0.02677 0.03243 0.00810 0.01972 -0.00558 -0.06618 0.00956 -0.01149 0 .0 6 6

-0 .2 1 2 * * 1.251 3 .7 7 4 * * * 3 .7 8 7 * * * 0 .427 2 .4 0 1 * * -0 .4 4 4 - 2 .3 1 5 * * 0.271 -0 .4 2 6 3 .9 4 8 * * *

0 .028 0.212 0.000 0 .000 0.669 0.017 0.657 0.021 0.787 0.670

C A R , 01,]1 -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 .9 0 2 * * * 3 3 3 1 * * * -0 .233 2 .517 -1 .2 0 6 -1 .853 -0.571 -1 .4 7 4 3 .0 9 2 * * *

0 .088 0.462 0 .000 0.001 0 .816 0.012 0.228 0.065 0 .569 -0.141

C A R ,., +1, -0.01055 0.01054 0.03975 0.05941 0.00657 0.00423 -0.01369 -0.110 -0.03158 -0.06362 0 .1 0 0

-2 .2 4 8 * * 1.459 4 .2 8 1 * * * 5 .3 0 0 * * * 0 .265 4 .1 1 5 * * * -0 .8 3 2 -2  9 4 4 * * * -0 .683 -1 .8 0 4 5 .6 4 0 * * *

0 .025 0.145 0 .000 0 .000 0.791 0 .0 0 0 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 o f 1% and 5% respectively. A ll independent variables are deflated by MVE,. 1, 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, DcF11:FF=dummy variable take a 
value of 1 if  CFI/CFF >1,0  otherwise. MVE,.! = market value of equity at the beginning of the period, CAR(H) = abnormal return of the announcement day, CAR(.10) = cumulative abnormal return o f the day before and the day o f an 
announcement (2 days inclusive), CAR,0+I) = cumulative abnormal return of the day of and the day after an announcement (2 days inclusive), CAR(.1 + JJ = cumulative abnormal return of the day before, the day of, and the day after an 
announcement (3 days inclusive)
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4.6 Test of the Joint Impacts of the Three Factors (Transitory of Earnings, Type of Stocks, and the 

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

T ables 9 - 1 2  provide results o f  jo in t im pacts. O verall, the  results reveal that 

there are a  few  im pacts o f  these three factors on the increm ental in form ation  conten t o f  cash 

flow s beyond  earnings.

T ables 9 presents results o f  the jo in t im pacts o f  transito ry  o f  earnings and types 

o f  stock  for m odels C A R (0), C A R ( 101, C A R (t)i11 and C A R (.1 +0. T he results suggest that there 

is no any  jo in t  im pact effecting  on the inform ativeness o f  earn ings and cash  flows. 

C oefficien ts P {6, P'Vj , / 7j58, and / (1;,, w hich  detecting  the jo in t im pacts o f  transito ry  o f 

earn ings and  types o f  stock  on earnings, C FO , CFI, and C FF respectively , are all 

insign ifican t in all m odels.

T he results o f  the jo in t im pacts o f  transitory o f  earnings and  the C FI/C FF  ratio 

for m odels C A R (0), C A R ( 101, C A R (0+0 and C A R { 1 +1) are p resen ted  in T able 10. T here is no 

any jo in t im pact o f  earnings and the C FI/C FF  ratio  on the inform ativeness o f  earnings and 

cash  flow s due to  insignificance o f  coefficients /?J66, p 167 , / (18, and p ,69 .

T able  11 presents the  results o f  the jo in t im pacts o f  stock  types and the  C FI/C FF 

ratio  for m odels C A R (0), C A R ,1111, C A R (0+0 and C A R ,1 11. The results show  that the 

in form ativeness o f  earnings is significantly  affected  by the jo in t im pact. T he coefficient 

cap turing  the  jo in t im pact effecting  on earnings (P ,76) in all m odels are positive and 

significant at the 1% level in m odel C A R ( 1 0). C oefficients p / 6 for m odels C A R (0), C A R ,1 01,
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C A R (0+0, and  C A R (.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 earn ings are 

m ore positive ly  reacted  by  the m arket for the grow th firm s w ith  a C FI/C F F  ratio  larger than 

one re la tive  to  the others. T he results also indicate to  the jo in t im pact on cash  flow s 

in form ation  (CFO , C FI, and C FF). The coefficien ts indicated  to th is jo in t im pact on cash 

flow s in form ation  are significan t in m odels C A R (0+0, and C A R (.1 + 0 w hile  insign ifican t in 

m odel C A R (0) and C A R ( 10.. T his is consistent w ith  the resu lts from  tab le  4, w hich  de tec t the 

d irect m arket reaction  to this inform ation, suggesting  tha t cash flow s in form ation  is 

responded  la ter than earnings. T he coefficients /?,77 that reflected  the im pact o f  a C FI/C FF  

ratio  and  firm  types on C FO  are negative and significant at 5%  level in m odel C A R (0_0 w ith  

the estim ated  va lue  o f  -0.17805 (P-value =  0.044). T hese results ind icate tha t the m arket 

reacts m ore likely  negative  to C FO  o f  the grow th film s w ith  a C FI/C FF  ratio  larger than  one 

re la tive  to  the others. This m ight confirm  the idea that the C FO  o f  the  firm s w ith  a C FI/C F F  

ratio  less than  one (C FF>C FI) is im portant tha t is m ore likely positive ly  reacted  by  the 

m arket, especia lly  in the case o f  g row th  firm  that these com panies need  cash (specifically , 

ob ta ined  from  the operation) in o rder to  m ake new  investm ents. Thus, for this case, the  cash 

profits (i.e. C FO ) are reacted  m ore positively  than  earnings, w hich  included  som e accruals 

that re flec t by  positive significance o f  coefficien t /?,76 .

T he coeffic ien t /?,8 that capture the jo in t im pact o f  firm  types and the C FI/C FF

ratio on CFI are negative and significant at 1% in m odel C A R (0+0 and 5%  in m odel C A R ( 1 +0
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w ith  the estim ates values o f  -0.28028 (P-value =  0.002) and -0.22569 (P-value =  0.024). 

T his indicate th a t the m arket react m ore positively  to new  investm ents (net negative C FI) o f  

the grow th  firm s w ith  a C FI/C FF ratio larger than one relative to the others that is consistent 

w ith  the expectations. T here is also the evidence o f  jo in t im pact on CFF tha t indicate by the 

sign ificance o f  coefficien t (3] The  coefficien t /?,g is negative and significant in m odel 

C A R (0_0 w ith  the  estim ated value  o f -0.17101 (P-value =  0.036). This resu lt indicates that 

the m arket is m ore likely to  react negatively  to CFF o f  the grow th firm s w ith  a C FI/C FF 

ratio  la rger than  one relative to  the others.

T able 12 provides results o f  jo in t im pacts o f  transito ry  o f  earnings, types o f  

stock, and the C FI/C FF ratio. The results indicate that the inform ation conten t o f  earnings is 

affected  by  the jo in t im pacts. The coefficients indicated  the effects o f  the jo in t im pact on 

earn ings ( /? 2 , ) are significant at the 1% level in m odels CAR, 10} w ith  estim ated coefficien t 

o f  0.1377 (P-value = 0.004). T hese results indicate that the m arket is m ore likely to react 

positive ly  to  earn ings o f  grow th firm s w ith  h igh earnings transitory , and w here  the C FI/C FF 

ratio  is larger than  one, relative to  others. Since the results in table 6 indicate that earnings 

transito ry  reduce inform ation conten t o f  earnings, the positive significance o f  / ? 2 1  m ight 

ind icate tha t the m arket still h ighly  reacts to earnings, a lthough high transitory , o f  grow th  

firm s w ith  the C FI/C FF  ratio  excess 1.

The coefficients /3*2 are negative and highly  significant in all m odels w ith the

estim ates o 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 m odel C A R (0), C A R (_1 0),C A R (0+1 y  and C A R ( 1 +1) 

respectively. T hese results confirm  the  idea o f  the im portance o f  C FO  in the case o f  grow th  

firm s w ith  C FF>C FI, specifically  w hen earn ings have h igh transitory. T he ev idence o f  

significantly  negative o f  the coefficien t / ? 2 3  confirm s that w hen earn ings hav e  h igh 

transitory, new  investm ents (net negative CFI) o f  the grow th  firm s w ith  a C FI/C F F  ratio  

larger than one are m ore positively  reacted  by  the m arket. Further, the coeffic ien t p \4 are 

also sign ifican tly  negative, w hich confirm  that the m arket reacts to CFF o f  the grow th  firm s 

w ith  a C FI/C F F  ratio  excess o f  1 relative to  the  others, especially  w hen  earn ings are h igh 

transitory.
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Table 9 Regression results of the joint impact of transitory of earnings and ty pes of stock on the
incremental information content of cash flows beyond earnings; Model T-5:
CAR,, =  P i  +  P i  * D  77 +  P \ D 7,, +  P l  D 77 £>77,
+  P lU E  11 +  P lU C F O ,\ +  P lU C F l 11 +  PÎU CFF,,
+  P lU E ,, * D et +  P lU C F O ,, * D 77 +  P lJJC F J,1 * D  77 +  f l ’ t /C F F .  * D  77. 
+  / พ ่,  * D rp +  P lU C F O ,,  * D ,.1, +  P lU C F l, ,  * D tp +  P ÎU C F F ,, * D rp 
+  * E  77 D 77 +  P lU C F O ,,  * D 77D 77
+  P lU C F l ,1 * D 77D 77 +  P ÎU C F F ,, * D 77D 77 +  ร,,

CAR(O) Coefficient t-statistics P-value

Intercept -0.0027746 -1.194 0.233

Det -0.0034056 -1.125 0.261
Dtp 0.0026118 0.852 0.394
DetDtp -0.0012548 -0.291 0.771
UE 0.1529772 1.846 0.065
UCFO 0.0040721 0.381 0.703
UCFI 0.0016480 -0.104 0.917
UCFF 0.0062031 0.587 0.558
UE*Dct -0.139734 -1.685 0.092
u c f o *d ct -0.005012 -0.432 0.666
u c f i*d ct 0.0043676 0.247 0.805
u c f f *d ct -0.006670 -0.572 0.567
u e *d tp 0.0589348 0.490 0.624
u c f o *d t 1, -0.001909 -0.088 0.930
u c f i*d tp 0.0352621 1.323 0.186
u c f f *d t 1, 0.0036833 0.199 0.842
UE*DCTD71, -0.054740 -0.455 0.649
UCFO*DETD71, 0.0035324 0.154 0.878
UCFUDg7D7P -0.041749 -1.401 0.162
UCFF*De7D71, -1.006264 -0.318 0.751
*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEt 1, 
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, MVEt 1 = 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 earnings and types of
stock on the incremental information content of cash flows beyond earnings; Model T-5:

C A R  11 =  P i  +  P i  * D  1;7, +  P i  D 77 +  P l D ETD TP 
+  p \C E „  +  P lU C F O '71 +  P tU C F lu +  p 57UCFF„
+  P I C E  11 * D et +  P lU C F O ,, * D et +  P lU C F I  1, * D et +  f a U C F F '  * D ET 
+  P l2UE„ * D rp +  P lU C F O  1, * D tp +  P i,U C F I 7, * D tp +  P lp J C F F  11 * D 71,
+  P i  p c  F, 1, * D  7; 7 D  77 +  P ljU C F O 1, * D  7;7, D  77 
+  PÏPJCFI,, * D ETD 77, +  P IP JC F F  1, * D e t D  77 +  £71

CAR(-1, 0) Coefficient t-statistics P-value

Intercept -0.00286926 -0.965 0.335

Det -0.00300310 -0.775 0.438
Dtp 0.00267506 0.682 0.495
DetDtp 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 0.914
UE*Det -0.06929202 -0.653 0.514
u c f o *d et 0.00280489 0.189 0.850
u c f i*d ct 0.01384716 0.611 0.541
UCFF^D^. 0.01063792 0.713 0.476
UE*Dtp .08328777 0.542 0.588
UCFO*Dtp 0.00387271 0.139 0.890
u c f i*d tp 0.00351795 0.103 0.918
u c f f *d tp 0.00814620 0.345 0.730
u e *d ctd tp -0.08636947 -0.561 0.575
u c f o *d etd tp -0.00619605 -0.211 0.833
u c f i*d ctd tp 0.00032255 0.008 0.993
u c f f *d etd tp -.01745316 -0.692 0.489

*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVE11, 
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, MVEt 1 = market value of equity at the 
beginning of the period, CAR(-1,0) = cumulative abnormal return of the day before and the day of an announcement (2 days 
inclusive). Transitory of earnings and Types of stocks are categorized by the median of sample (R2 = 0.005, F-stat = 1.379).
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Table 9 (Continue) Regression results of the joint impact of transitory of earnings and types of
stock on the incremental information content of cash flows beyond earnings; Model T-5:

C A R  11, =  P i  +  P i  * D  1..■1. +  P i  D  7.1, +  P \ D etD tp 
+  p \U E „  +  P lU C F O ,, +  P lU C F I  11 +  PÏU C F F „
+  P I C E  1, * D et +  P lU C F O ,, * D et +  P lU C F I ,,  * D  1..1 +  P ÏU C F F ,, * D  1,1.
+ P lU E ,,  * D rp +  P lU C F O ,,  * D tp +  P lU C F I ,,  * D rp +  P lU C F F „  * D rp 
+  P\JCE„  * D  1,7.D 71, +  P lU C F O ,,  * D  1:7,D 7■1,
+  P lU C F I  1, * D ETD 7.1, +  P lU C F F „  * D etD 77, +  ^

CAR( 0,+l) Coefficient t-statistics P-value

Intercept -0.00126474 -0.366 0.714

Det -0.00456474 -1.014 0.311

D tp 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
u c f o *d ct 0.02737092 1.587 0.113
u c f i*d et -0.00088391 -0.034 0.973
u c f f *d et 0.01880923 1.085 0.278
u e *d tp 0.01750526 0.098 0.922
u c f o *d tp 0.05535414 1.708 0.088
u c f i*d tp 0.02730590 0.689 0.491
u c f f *d tp 0.02228007 0.811 0.417
UE*DetDtp -0.00640886 -0.036 0.971
u c f o *d ctd 1.,, -0.06201237 -1.816 0.070
u c f i*d etซTP -0.03462131 -0.781 0.435
u c f f *d ctd tp -0.01866640 -0.637 0.524

*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEt 1, 
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|.1 = 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 results of the joint impact of transitory of earnings and types of
stock on the incremental information content of cash flows beyond earnings; Model T-5:

CAR,1, =  P i  +  P l  * D et +  p i  D 11, +  P i  D  111. D 11,
+  P lU E u +  P lU C F O  1, +  P lU C F l,1 +  P lU C F F „
+  P lU E „  * D et +  P lU C F O ,, * D et +  P lU C F l  „ * D et +  P lxUCFF„ * D ET 
+  P lJJE ,, * D 11, +  P lU C F O  1, * D T1, +  P lU C F l, ,  * D 11, +  P lp J C F F  11 * D  11,
+  A 6 ^ £ ,,  * D etD tp +  * ^ 7. ^
+  P n U C F I1, * D  1,1. D  71, +  P l u  CFF,, * D  1,1. D  11, +  £ 7,

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

Intercept -0.00140861 -0.362 0.718
DE1. -0.00410446 -0.809 0.419

Dtp 0.00173586 0.338 0.736
Det̂ tp 0.00153034 0.212 0.832
UE 0.19481830 1.402 0.161
UCFO -0.01285201 -0.717 0.473
UCFI -0.00686047 -0.259 0.796
UCFF -0.00981502 -0.554 0.580
UE*Dct -0.17761248 -1.277 0.202
u c f o *d ct 0.03533477 1.817 0.069
u c f i*d et 0.00782975 0.264 0.792
u c f f *d ct 0.03593433 1.838 0.066
u e *d tp 0.04081918 0.203 0.839
u c f o *d tp 0.06201661 1.697 0.090
u c f i*d tp -0.00433917 -0.097 0.923
u c f f *d tp 0.02711633 0.875 0.381
UE*DetD 1.1 -0.03739869 -0.185 0.853
UCFO*De1. D 1.,, -0.07306255 -1.898 0.058
UCFI*DetD11, 0.00630549 0.126 0.900
UCFF*DctD1-1, -0.03011453 -0.911 0.363

*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEt 1, 
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, MVEt 1 = market value of equity at the 
beginning of the period, CAR(-1,+1 ) = cumulative abnormal return of the day before, the day of, and the day after an 
announcement (3 days inclusive). Transitory of earnings and Types of stocks are categorized by the median of sample (R2 = 0.023, 
F-stat =2.684***)



105

Table 10 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,1 =  P i  +  P i  * D  1;7. +  P i  D  11, +  P i  D ftD tp
+  P i m , 1 +  p p J C F O  11 +  P iU C F l  11 +  P ilJ C F F  11
+  P lU E ,1 * D et +  P l u  C F O  11 * D ET +  P i U C F l  11 * D et +  P l,U C F F u * DET
+  p  12U E 11 * D CFICFF +  P IP JC F O 11 * D CF1CFF +  P iU C F l  11 * D CF1CFF 
+  PisU CFF,, * D CF1CFF +  P l6U E 11 * D ETD CF1CFF +  P i1U C F O i1 * D ETD CF1CFF 
+  P n U C F I 11 * D etD cfjcff +  K  U C F F , * D  ET D cficff + £ ii

CAR(O) 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

DetDcficff -0.00104730 -0.109 0.913
UE 0.15418612 0.927 0.355
UCFO 0.03127765 1.086 0.278
UCFI 0.02065693 0.431 0.666
UCFF 0.00990748 0.347 0.729
UE*Det -0.13484776 -0.810 0.419
u c f o *d et -0.02564287 -0.862 0.389
u c f i*d et -0.02679618 -0.527 0.599
u c f f *d et -0.01034781 -0.352 0.725
u e *d cf 1CFF 0.18162445 0.747 0.455
UCFO* DCF1CFF 0.00312858 0.064 0.949
UCFI* D1 ^CFICFF -0.00412926 -0.069 0.945
UCFF* D'“''๒' 1 1 ^CFICFF 0.02036530 0.465 0.642
UE*De1. DCF1CFF -0.19321758 -0.794 0.428
UCFO*DET Dcf1cff -0.04379724 -0.765 0.445
u c f i*d et ว CFICFF 0.01904975 0.278 0.781
UCFF*Det Dcf1cff -0.03219842 -0.615 0.539
*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEt_1, 
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,.1 = market value of equity at the 
beginning of the period, CAR(O) = abnormal return of the announcement day. Transitory of earnings are categorized by the
median of sample (RJ = 0.015, F-stat =1.317)
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Table 10 (Continue) Regression results o f the jo in t impact o f transito ry o f earnings and CFI/CFF

ratio on the incremental information content of cash flows beyond earnings; Model T-6:
CAR,, =  P t + P t * D et + p 62D rp + P tD KTD TP 
+ P tU E „ + P tU C F o ] + P tU C F l 11 + PtUCFF,,
+ P tU E „ * D et + P tU C FO 11 * D et + PtoUCFI 11 * D ET + P txUCFFu * D ET
+  p } 2UE„ * D CF1CFF + P tfJ C F O  11 * D CF1CFF +  P lU C F I  11 * D cfjcff 
+  P t5U CFFfl * D CF1CFF + P t 6U E i1 * D etD cf1CFF + P t ,U C F O i1 * D ErD CF1CFF 
+  P tU C F l  1, * D etD cf1CFF +  P t9บ CFF„ * ^ET^CFICFF + 8it

CAR(-1,0) Coefficient t-statistics P-value

Intercept -0.00658620 -0.999 0.318

d et 0.00156433 0.195 0.845
D cficff 0.00621625 0.740 0.459

■ ÊT̂ CFICFF -0.00735071 -0.631 0.528
UE 0.01716722 0.085 0.932
UCFO 0.12364514 3.534*** 0.000
UCFI 0.04753839 0.817 0.414
UCFF 0.03296207 0.951 0.342
UE*Dct 0.00945702 0.047 0.963
u c f o *d et -0.09543791 -2.642*** 0.009
u c f i*d et -0.04611866 -0.747 0.456
u c f f *d ct -0.01605931 -0.450 0.653
UE*DU L  ^CFICFF 0.37912126 1.284 0.200
UCFO* Dw  ^CFICFF -0.15493783 -2.602*** 0.010
UCFI* D1 ^CFICFF -0.01186140 -0.162 0.871
UCFF* Duv“ r r  ^CFICFF -0.00746232 -0.140 0.889
UE*Det Dcf1cff -0.39008962 -1.320 0.188
UCFO*Dft Dcf1cff 0.07248835 1.042 0.298
UCFI*D D^ e t ^ cficff -0.00745585 -0.090 0.929
UCFF*D DWV.11 ^ET ^CFICFF -0.01953911 -0.307 0.759
*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEH, 
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, MVEt 1 = market value of equity at the 
beginning of the period, CAR(-1,0) = cumulative abnormal return of the day before and the day of an announcement (2 days 
inclusive). Transitory of earnings are categorized by the median of sample (R2 = 0.077, F-stat = 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,, =  P i  +  P i  * D  1,■1. +  P l D rp +  P l D ETD TP 
+  P tU E ,1 +  P tU C F O ,* +  P tU C F l  11 +  P lU C F F ,1 
+  P tU E „  * Det +  P tU C F O u * Det +  P tp J C F l 11 * Det + p 6n U CFFi1 * D hr 
+ P n  DE 11 * Dcficff + P n U C F O u * z w  + P IP JC F I11 * z w  
+  P l5UCFF11 * D CF1CFF + P l6U E 11 * D ErD CF1CFF +  P liU C F O  11 * D et D cficff
+  P lp J C F l 11 * D etD cficff +  P lgU C F F  11 *D et D cficff + £ii

CAR(0,+1) Coefficient t-statistics p-value

Intercept -0.00318122 -0.409 0.683
D et -0.00460510 -0.487 0.626
D cficff -0.00031155 -0.031 0.975

D etD cficff 0.00572122 0.416 0.677
UE 0.35497425 1.488 0.137
UCFO 0.06421238 1.556 0.121

UCFI 0.04263817 0.621 0.535
UCFF 0.01666053 0.408 0.684
UE*Dct -0.32206968 -1.350 0.178
UCFO*Det -0.02986151 -0.701 0.484
u c f i*d et -0.05788570 -0.794 0.428
u c f f *d ct 0.00942336 0.224 0.823
DE*Dcf 1CFF 0.09331357 0.268 0.789
UCFO* DCF1CFF -0.05953375 -0.848 0.397
UCFI* Du ^ r i  ^CFICFF -0.13488656 -1.566 0.118
UCFF* DU L r r  ^CFICFF -0.03917285 -0.624 0.533
IJF*D DL'CFICFF -0.10938753 -0.314 0.754
UCFO*DctDcf1cff -0.01346664 -0.164 0.870
UCFI*Det d cf1cff 0.15174493 1.544 0.123
UCFF*DetDcf]cff -0.01007178 -0.134 0.893
*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVF.t 1, 
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, MVEt.1 = 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 are categorized by the method of median of sample (R2 = 0.058, F-stat = 2.247*)
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Table 10 (Continue) Regression results o f the jo in t impact of transitory o f earnings and CFI/CFF

ratio on the incremental information content of cash flows beyond earnings; Model T-6:
CAR,, = f i t + A6 * D et + f i t  D  ,11 + f i D Et D w  
+  f i\U E „  +  fitU C F O ,, +  f i tU C F I ,1 +  i ï UCFF,,
+  f i  g U E  11 * D et +  f i lU C F O ,„ * D et +  P ÎJ J C F I 1, * D et +  P txU C F F ' *
+  f i  x2UE,, * Dcficff +  f in U C F O  1, * D cficff +  f i '11J J C F I,1 * D cficff 
+  f i iu C F F „  * D cfk;pf +  P  \6U E  „ * D ErD CF1CFF +  P ^ U C F O ,, * D ETD CF1CFF 
+  f i n U C F Ijt * D ETD CFICFF +  f i  19บ C F F  11 * D ETD CF1CFF +  £ 11

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

Intercept -0.00575897 -0.670 0.503
U et -0.00249376 -0.239 0.811
^CFICFF 0.00586185 0.535 0.593
^ET^CFICFF -0.00093819 -0.062 0.951
UE 0.21528692 0.816 0.415
UCFO 0.15475936 3.391 0.001
UCFI 0.06884880 0.907 0.365
UCFF 0.03960016 0.876 0.382
UE*Dct -0.17559920 -0.666 0.506
u c fo *d et -0.09815219 -2.083 0.038
u c f i*d et -0.07628113 -0.947 0.344
u c f f *d et 0.00388563 0.083 0.934
u e *d cficff 0.29229330 0.759 0.448
UCFO* DCF1CFF -0.21460220 -2.763*** 0.006
UCFI* DCF1CFF -0.14287465 -1.500 0.134
UCFF* Dcf 1cf 1- -0.06635353 -0.956 0.340
UE*E>et U cficff -0.30764179 -0.798 0.425
UCFO*DctDcf,cff 0.10008431 1.103 0.271
UCFI*DetDcf1CFF 0.12432630 1.144 0.253
UCFF*Det d cf1cff 0.00135737 0.016 0.987
*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEt.1, 
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, MVEH = market value of equity at the 
beginning of the period, CAR(-1,+1) = cumulative abnormal return of the day before, the day of, and the day after an 
announcement (3 days inclusive). Transitory of earnings are categorized by the median of sample (R2 = 0.113, F-stat = 3.584**"')
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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 earnings; Model T-7:
CARft = /? 0 + /?, * D rp+  P 2 D c f i c f f D rpD CFICFF 

+ Æ U C F Q  + f i lU C F l  + f iU C F F ,
+ iïU E „ * D rp + fiU C F Q  * D rp + t f 0บ C F I * D rp + Æ -UCFIf, * D rp 
+{3nUE11 * D CFICFF+ fiuUCFQ *Dcf1cff+ /3u U C F I * Dcficff+ 5บ CFI?,* Dcf1cff 
+ * Drp ECFICFF+/?! 7 UCFQ *DtpDcficff 
+ /? , gUCFl * DtpDc f ic f f + /? , 9บ CFF* DtpDcfic ff+£11

C A R (O ) C o e f f ic ie n t t-s ta t is t ic s p -v a lu e

In te rc e p t -0 .0 0 3 9 9 9 8 4 -1 .0 0 5 0 .3 1 5

D tp -0 .0 0 0 4 3 7 9 3 -0 .0 7 3 0 .9 4 2

F̂ CFICFF 0 .0 0 2 6 1 5 3 6 0 .3 9 7 0 .6 9 2

®TP ^CFICFF -0 .0 0 4 4 1 1 6 4 -0 .4 8 4 0 .6 2 8

U E 0 .0 1 7 4 5 3 4 5 2 .5 8 6 * * * 0 .0 1 0

U C F O 0 .0 1 2 1 9 2 6 2 1 .402 0 .1 6 2

U C F I 0 .0 2 2 1 8 5 1 0 1.008 0 .3 1 4

U C F F 0 .0 0 5 6 8 1 0 5 0 .6 4 4 0 .5 2 0

U E *  D tp 0 .0 0 9 7 0 8 9 2 0 .633 0 .5 2 7

U C F O *  D tp -0 .0 1 2 8 1 3 0 0 -0 .6 8 7 0 .4 9 2

U C F I *  D tp -0 .0 4 7 2 3 1 81 -1 .4 2 5 0 .1 5 5

U C F F *  D tp -0 .0 1 3 6 0 6 2 0 -0 .9 2 7 0 .3 5 4

U E *  D CF1CFF -0 .0 0 7 0 3 1 2 4 -0 .6 2 9 0 .5 2 9

U C F O *  D CF1CFF -0 .0 1 2 8 4 0 8 6 -0 .4 5 0 0 .653

U C F I *  D cficff 0 .0 1 5 0 5 8 2 0 0 .443 0 .6 5 8

U C F F *  D cficff 0 .0 1 1 6 8 3 8 0 0 .4 7 0 0 .6 3 9

U E *  D tp D cf1cff 0 .0 3 8 4 1 2 9 0 1.068 0 .2 8 6

U C F O *  D tp D cf1cff -0 .0 5 4 4 3 2 1 7 -0 .861 0 .3 9 0

U C F I *  D tp D cf1cff -0 .0 5 2 2 1 0 9 4 -0 .8 2 6 0 .4 1 0

U C F F *  D TPD CF|CFF -0 .0 4 6 6 8 1 4 6 -0 .801 0 .4 2 4

*** and ** denote 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, UCFI = unexpected net cash flows 
from investing activity, UCFF = unexpected net cash flows from financing activity, MVEt 1 = market value of equity at the 
beginning of the period, CAR(O) = abnormal return of the announcement day. Types of stocks are categorized by the median of 
sample (R: = 0.015, F-stat = 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 = /? 0 +/?] * D tp +/?2 D CF1CFF+ P 3 D TPD CF1CFF
+ f i u z ,  +J3JU CFQ  + t i U C F l  + p ]U C F F ü
+ fiU E u  * D r1, + P g U C F Q  * D tp + & U C F I  * D rp +  PlJJCFIf' *D „.
+  ̂ 2บ E11 *D cf1c f f + ^ U C F Q  *D CF,CFF+ f i 4บ C F l  * D CFICFF+ t f 5บ C F I< *D cf1CFF 
+ * D tpF)cfป ี,1;+ P  17U C F Q  * D tpD cfk:ff 
+ K U C F I  * D tpDcficff+ /?! 9บ CFF* D rpD CFKFF+ £11

CAR(-1,0) Coefficient t-statistics p-value
Intercept -0.00877337 -1.809 0.071

D tp 0.00256123 0.348 0.728

D cficff 0.00393965 0.490 0.624
Dtp Dcf1cff -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* D tp -0.01942208 -1.039 0.300
UCFO* D tp 0.00228402 0.101 0.920
UCFI* D tp -0.05540365 -1.371 0.171
UCFF* Dtp -0.02091465 -1.170 0.243
UE* D CF1CFF -0.02166885 -1.592 0.112
UCFO* D cficff -0.06996592 -2.013** 0.045
UCFI* D̂CFICFF -0.02788287 -0.672 0.502
UCFF* Du ^ r r  ^CFICFF -0.03455795 -1.140 0.255

U E *  D tp D cficff 0.12682087 2.892*** 0.004
U C F O * D t p Dcf,cff -0.04123708 -0.535 0.593
UCFI* DTPDCF1CFF 0.00606132 0.079 0.937
UCFF* D „ D cficff 0.03337278 0.470 0.639
*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEt.1, 
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, MVEH = market value of equity at the 
beginning of the period, CAR(-1,0) = cumulative abnormal return of the day before and the day of an announcement (2 days 
inclusive). Types of stocks are categorized by the median of sample (R = 0.072, F-stat =2.569***)
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Table 11 (Continue) Regression results o f the jo in t impact o f types o f stocks and CFI/CFF ratio

on the incremental information content of cash flows beyond earnings; Model T-7:
CAE,, =  P i  +  P i  * D 7.1, +  P i  D CF1CFF+ P i  D TPDCF1CFF 
+ P lU E „ + P J U C F Q  + P I U C F I + P I U C F P  
+ P i  U p  1 * A 7> + P IU C F Q  * A 7. +  f lo  U C F i * D rp + P l iU C F p  * D rp 
+P12u e „ * D CF1CFF +  & U C F Q  *D cf,cff+P14U C F I * D cficff+ P i5บ C F p  * D CFICFF 
+ PxJJEjt * D TPD CFICFF+ P v UCFQt *DJPDcfk:ff 
+ p x รบC F l  * D tpDc fic ff+  P J J C F I *  d tpd c:FICFF +  e il

CAR(0,+1 ) Coefficient t-statistics P-value
Intercept -0.00489549 -0.883 0.378
D tp -0.00320512 -0.381 0.704

A ficff 0.01248749 1.358 0.175
Dtp D cf1cff -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* Dtp 0.06414857 3.000 0.003
UCFO* Dtp 0.05381872 2.072 0.039
UCFI* D tp -0.02215900 -0.480 0.632
UCFF* Dtp 0.04185937 2.047 0.041
UE* DCF1CFF 0.00604356 0.388 0.698
UCFO* DCF1CFF -0.01947197 -0.490 0.625
UCFI* D CF1CFF 0.04133889 0.872 0.384
UCFF* D cficff 0.00238198 0.069 0.945
UE* Dtp D cf1cff 0.01450632 0.289 0.773
UCFO* Dtp D cf1cff -0.17805030 -2.020 0.044
U C F I* D t pD cficff -0.28028392 -3.180*** 0.002
UCFF* D TPDCF1CFF -0.17101892 -2.105*** 0.036

* * *  and **  denote statistically significant level o f 1% and 5% respectively. A ll independent variables are deflated by MVE,.,, 
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,., = market value o f equity at the beginning of the period, 
CAR(0,+1) = cumulative abnormal return of the day o f and 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 o f the jo in t impact o f types o f stocks and CFI/CFF ratio

on the incremental information content of cash flows beyond earnings; Model T-7:
CARf1 =  P i  +  P l  * £>7.p +  P i  D CFป ี;F+ P i  D tpD cficff

+P IU E ,, + P IU C F Q  + P I U C F I  + P IU C F P
+ P lU E „  *£>7.p + P IU C F Q  *£>77, + P IJJC FIH *£>77, +  & U C F Ç -* D rp
+ P l1UEi1* D CF1CFF+ P liU C F Q * DfFICFF + Â V C F I *D cfป;ีf+P15U C F P * D cficff

+ PJ-JE , * F)11, DCFIC117+ P x 7 UCFQt * £>77, £>77,777,7.
+  A  &UCFJ 1 * D rpD CFIC1;1; +  P x 9บ CFF* D TPD CFป ี,7; +  £11

CA R(-1,+ 1) Coefficient t-statistics P-value
Intercept -0.00943997 -1.511 0.132

D tp -0.00064182 -0.068 0.946

D cficff 0.01337056 1.291 0.197

Dyp Dcf 1CFF -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* Dtp 0.03494667 1.451 0.148
UCFO* Dtp 0.06907264 2.360 0.019
UCFI* D tp -0.02867548 -0.551 0.582
UCFF* D tp 0.03533750 1.534 0.126
UE* DCF1CFF -0.00822617 -0.469 0.639
UCFO* DCF1CFF -0.07539103 -1.684 0.093
UCFI* Duv^ri i-'cp1CFF -0.00120768 -0.023 0.982
UCFF* Du u r r  ^CFICFF -0.04330899 -1.109 0.268
UE* Dtp D cf1cff 0.10183163 1.803 0.072
UCFO* D tp D cf1cff -0.16455036 -1.657 0.098
UCFI* D tp D cf1cff -0.22568539 -2.273** 0.024
UCFF* Dt pD cficff -0.09217462 -1.007 0.315
*** and * *  denote 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, 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 return of the day before, the day of, and the day after an announcement (3 days inclusive).
Types of stocks are categorized by the median of sample (R2 = 0.129, F-stat = 4.011***)
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Table 12 Regression results of the joint impact of transitory of earnings, types of stocks, and C F I/C FF  

ratio on the incremental information content of cash flows beyond earnings; Model T-8:
CARj1 =  J30 + /? , D et +(32 D tp + P i  D CFICFF+ f3A D ETD rpDCF1CFF 
+ tfU E „  + f iU C F Q  + f l U C F l  + fiU C F F u 
+ $ U E lt * D E7 + K U C F Q  * D E7 + Û U C F I  * D E7 + & U C F F ,-* D ET 
+ f î m ,  * D rp + P I U C F Q  * D 77 + $ 5บ C F l  * D rp + f i j J C F Q * D rp 
+ i ïU E „  * D CFICFFfoU CFQ  * D cm FF+f i 9บ C F l  *D CF,CFF+p«20UCFIft * DCFICFF 

* D e7D tpD cf1cff+ $ 2UCFQ, * D ETD 7pDCp1CFF 
+ & U C F I *  D e7D tpD CF[CFF +Æ .CÆ TCÇ* D etD tpD c fic ff+ £11

. CAR(O) Coefficient (-statistics P-value
Intercept -0.00174503 -0.301 0.764
Drr -0.00099792 -0.179 0.858
D„ -0.00309907 -0.624 0.533
^C FIC FF 0 .00047077 0.088 0.930
Det D-rp Dct 1CFF -0.00638967 -0.607 0.545
UE 0.24629508 2.072 0.039
UCFO 0.04795573 1.847 0.066
UCFI 0.02589226 0.692 0.490
UCFF 0.01401757 0.585 0.559
UE*DCT -0.22961939 -1.935 0.054
UCFO* Det -0.03825499 -1.483 0.139
UCFI Dct -0.00306200 -0.093 0.926
UCFF* Dct -0.01098729 -0.469 0.639
UE* Dw 0.00869812 0.572 0.567
UCFO* -0.01556094 -0.862 0.386
UCFI* -0.04149455 -1.468 0.143
UCFF* Dt1, -0.01010284 -0.722 0.471
UE* Dcncrr -0.00624780 -0.565 0.573
UCFO* DCF]CFF -0.02071495 -0.729 0.467
UCFI* Du ^ n  ^CFIC FF 0.01106809 0.345 0.730
UCFF* DcnOT 0.01396862 0.561 0.575
UE* D e t  บ ท ' D CF1CFF 0.03438075 0.869 0.385
UCFO* Dct Dt1, DmCFF -0.22528809 -2.359** 0.019
UCFI* ทETD,TDCF1C11 -0.17447402 -2.016** 0.045
UCFF* D,1D111DOTCFF -0.22896441 -2.522*** 0.012
*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVEH, 
where, UE = unexpected earnings, UCFO = unexpected net cash flows from operating activity, UCF1 = unexpected net cash flows 
from investing activity, UCFF = unexpected net cash flows from financing activity, MVEt 1 = 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 method of median of sample (R: = 0.036, F-stat = 1.599**)
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Table 12 (Continue) Regression results of the joint impact of transitory of earnings, types of stocks, 
and C F I/C F F  ratio on the incremental information content of cash flows beyond earnings
CAP, =  P i  +  0 1  Dp7. +  P i  D tp +  P l  D c f ic f f+ P i  D FTD rpD (.1,ป ี, p  

+ P lU E „  + P IU C F Q  + P I U C F I  + fiU C F F „
+ P lU E „  * D ET + P l0UCFQt * D et + P lxU C F ] 1 * D ET + P l2UCFlfr * D ET 
+  PI.U E, * D rp + P IJ J C F Q  * D rp + P i5บ CFIu * D tp + p ^ U C F q  * D rp

1* D CF1,v r + f i j J C F Q *  D cficff +P lgU C F lit * D CF!CFF+ p\pJC F F it * D cficff 
+ p 21บ Eit * D etD tpD cficff+ P 22U C F Q  * D e7.Dj.pDcficff 
+ & U C F I *  D ETD TPD CF1CFF + P I U C F P ,*  D etD tpD( ficff+ £ it

C A R(-1,0) Coefficient t-statistics p-value
Intercept -0.00574871 -0.815 0.416
Det -0.00036403 -0.054 0.957
Dm 0.00010466 0.017 0.986
^CFIC FF 0.00308896 0.475 0.635
DrrDnDcncrr -0.00673025 -0.526 0.599
UE 0.17034621 1.180 0.239
UCFO 0.11141154 3.532*** 0.000
UCFI 0.06910906 1.519 0.130
UCFF 0.03764075 1.292 0.197
UE*DCT -0.13822261 -0.959 0.338
UCFO* Det -0.07545348 -2.408 0.017
UCFI Dct -0.04911850 -1.227 0.221
UCFF* Dct -0.01073537 -0.377 0.706
UE* ช11, -0.02156098 -1.168 0.244
UCFO* DT1, 0.00184978 0.085 0.932
UCFI* DT1, -0.04903038 -1.427 0.154
UCFF* DT1, -0.01411128 -0.830 0.407
UE* Dcr.cn -0.01972104 -1.467 0.143
UCFO* Dcncfr -0.08819661 -2.554 0.011
UCFI* Dcfiot -0.03164633 -0.812 0.418
UCFF* DCF1OT -0.02630650 -0.870 0.385
UE* DE1 D „D C11 0.13770220 2.865*** 0.004
UCFO* DETD11, DCF1cn. -0.23165632 -1.997** 0.047
UCFI* DetD11, DCF1OT -0.15241533 -1.450 0.148
UCFF* ชFTD „D C1101, -0.17419599 -1.580 0.115
*** and ** denote 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, 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(-1,0) = cumulative abnormal return of the day before and the day of an announcement (2 days inclusive)
Transitory of earnings and types of stocks are categorized by the method of median of sample (R: = 0.096, F-stat = 2.721***)
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Table 12 (Continue) Regression results of the joint impact of transitory of earnings, types of stocks, 
and C F I/C FF  ratio on the incremental information content of cash flows beyond earnings
CAIi = p0 +Py Det +P2Djt + P i D CFlCFF+ P i D ETD TpDCFICF17
+ P ]U E „ + P ÏU C F Q  + p 7บ CF111 + f iU C F F tt
+P ÎU E „ * D et + Æ ,บ C F Q  * D ET+ p iuUCFIit * D Er + 0 Ü J C F F , * D ET
+  PnU Etl * D tp + P IU C F Q , * D tp +  p f5บ CFI„ * D r1, + P^UCFlf, * D rp
+ Ï Ï U E ,, *D C171CFF+ f î jJ C F Q  *D CFJCFF+ $ 9บ C F I  * D cficff+ P lJJC F iP, * D CFJCFF
+ P l  UEIt * D ETD 71,D c171c1717+ P l2บ CFQ, * D ftD tpD cficff

+ & U C F I  * D etD 7p D cf1CFF+ p lU C F I f t * D ETD TPD CF1CFF
CAR(0,+1) Coefficient t-statistics P-value

Intercept 0 .00387910 0.477 0.634
D e t -0.00577725 -0.741 0.459

-0.01054098 -1.517 0.130
^CFIC FF 0.00094815 0.127 0.899

0.00456815 0.310 0.757
UE 0.36754122 2.208 0.028
UCFO .04398559 1.210 0.227
UCFI -0.01292215 -0.246 0.805
UCFF -0.02625299 -0.782 0.435
UE* D„1 -0.35369671 -2.129 0.034
UCFO* Det -0.03001244 -0.831 0.407
UCFI Dct 0.03847273 0.834 0.405
UCFF* Dlt 0.02844038 0.867 0.386
UE* ซ„ 0.0599112 2.816 0.005
UCFO* D„ 0.05577183 2.220 0.027
UCFI* DT1, -0.06657749 -1.681 0.094
UCFF* DT1, 0.04924697 2.514*** 0.012
UE* DCF101, 0.00527604 0.340 0.734
UCFO* DCF1CFF -0.04008385 -1.007 0.315
UCFI* D c h c pe -0.01086285 -0.242 0.809
UCFF* DCF,0,,, 0.00401735 0.115 0.908
UE* DF1D1100,OT -0.01940743 -0.350 0.726
UCFO* DfiTD1TDcncF7 -0.42051505 -3.145*** 0.002
UCFI* DetD 1, DCTlcn, -0.25505325 -2.104** 0.036
UCFF* DF10110cn01 -0.43274547 -3.404*** 0.001
*** and ** denote statistically significant level of 1% and 5% respectively. All independent variables are deflated by MVE,,, 
where, UE = unexpected earnings, UCFO = unexpected net cash flows from operating activity, UCF1 = 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(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 (R: = 0.119, F-stat = 3.179***)
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Table 12 (Continue) Regression results of the joint impact of transitory of earnings, types of stocks, 
and CFI/CFF ratio on the incremental information content of cash flows beyond earnings

CAB,, =  Po +/?! D  1,1, + P 2 D  11, +/?3 D CFICF1, + P i D  1;1, D rpDc1;111;F 
+ P lU E u + P lU C F Q l + f l U C F l  + f iU C F F u 
+ P lU E lt * D ET + Æ oU C F Q  * D et + P *xUCFItt * D et + t f 2UCFIft * D Er 
+  ̂ U E „  * D tp + Ï Ï U C F Q , * D tp +  p?5lบ C F l  * D rp + ^ U C F F h * D jr

* D cf1cff+P*&UCFQ' * D CF1CFF+ $ 9บ C F l  * D CF1CFF+ P l0U C F pt * D CF1CFF 
+ P 2]UE11 * D  1,1. D rpD a ป ี, 1;+ P 22U CFQ 1 * D E1,D 1PD C1ป ี; 1;
+ P liC C F l 1 * D f,1,Dj,1,D 11;111;1; + p 2 J J C F If 1 * D  1;1, D  11, D  1.1; 11.1; 1; + £11

CA R(-1,+1) Coefficient t-statistics P-value
Intercept 0.00010497 0.012 0.991
Det -0.00534047 -0.612 0.541

-0.00751874 -0.965 0.335
^C FIC FF 0.00335872 0.400 0.689
^ E T  ^ T P  ^CFIC FF 0.00461510 0.279 0.780
UE 0.29020431 1.556 0.121
UCFO 0.10621151 2.606*** 0.010
UCFI 0.02877211 0.490 0.625
UCFF -0.00309937 -0.082 0.934
UE* Dct -0.26147602 -1.404 0.161
UCFO* DET -0.06649933 -1.643 0.101
UCFI อbT -0.00604252 -0.117 0.907
UCFF* Dct 0.02900737 0.789 0.430
UE* D„ 0.02967193 1.244 0.214
UCFO* Dw 0.07334823 2.606*** 0.010
UCFI* DT1, -0.07325377 -1.651 0.100
UCFF* DT1, 0.04578158 2.086** 0.038
UE* Dcfiot -0.00778635 -0.448 0.654
UCFO* DCF1CFF -0.10627223 -2.382** 0.018
UCFI* DCFICFF -0.05343716 -1.061 0.289
UCFF* Dcfiot -0.03586460 -0.918 0.359
UE* F>e t  D tp  U c f ic ff 0.08279593 1.334 0.183
UCFO* D,TD „D CF1,111. -0.42506897 -2.837*** 0.005
UCFI* Dft ซ 11. DCF]CFF -0.23632902 -1.740 0.083
UCFF* Dc tD 11, Dcficff -0.37777868 -2.652*** 0.008

* * *  and ** denote statistically significant level o f 1% and 5% respectively. A ll independent variables are deflated by M VEj.j, 
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^1 = market value o f equity at the beginning of the period, 
CAR(-1,+1) = cumulative abnormal return of the day before, the day of, and the day after an announcement (3 days inclusive). Transitory o f 
earnings and ripes o f stocks are categorized by the median o f sample (R2 = 0.148, F-stat = 3 . 1 9 5 * * * )
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4.7 T h e  In d u s try  E ffec t

B iddle et al. (1995) indicates that the increm ental in form ation conten t o f  CFO  

beyond  earn ings is d ifferen t am ong industries. A s a result, I do a test for the im pacts o f  

industry  categoriz ing  on  the SET. T here  are a num ber o f  industries (see A ppendix  B ) in the 

SET w here  m any industries com prise o f  a few  com panies. By a lim itation o f  sam ple, I 

cannot con tro l fo r all industries. Thus, I choose the first five largest industries. Those 

industries are A gribusiness, B uild ing and furnishing m aterials, Foods and beverages, 

P roperty  developm ent, and T extiles, C lo th ing and Footw ear. The m odel used to  test the 

im pacts o f  these  industries is as follow s.

CAR,, =  P i  +  P \ D X +  P i  A  +  P l D 5 +  /? ;  A  +  P i  A  
+  P IU E  1, +  P lU C F O  1, + P I U C F I  1, +  P lU C F F ,
+ P l U E  11 * A  + P lU C F O  11 * A  + P lU C F l, ,  * A  + P IP JC F F , * A  
+  P lU E „  * D 2 +  P lU C F O  1, * A  +  P lU C F I  11 * D 2 +  P lU C F F  1, * A  (T-9)
+ P lpJE , * D 3 + P lU C FO ,, * D 3 + P lpJC FI,, * A  + fà U C F F „ * A  
+ P l2UE„ * A  + /?23^CFO,, * A  + * A  + PlJCCFF,, * A
+ a 9~£/a  * A  + * A  + * A  + PlJJC FF,, * A  + A,

W here:

D1 =  dum m y variable w hich takes a value o f  1 i f  firm  i is in A gribusiness, and 0 o therw ise 

D 2 =  dum m y variab le  w hich takes a value  o f  1 i f  firm  i is in B uild ing and furnishing 

m aterials, and 0 otherw ise

D3 =  dum m y variab le  w hich takes a va lue  o f  1 i f  firm  i is in Foods and beverages, and 0

o therw ise
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D5 = dum m y variab le  w hich takes a value  o f  1 i f  firm  i is in the T extiles, C lo th ing  and 

Footw ear, and 0 otherw ise

T he ap p en d ix  A  p resen ts the  resu lts  o f  the  im pacts o f  industry  acco rd in g  to  m odel 

T -9. The results suggest that the increm ental inform ation content o f  cash flow s beyond 

earnings are m ore  likely  h igher for the B uild ing  and Furn ish ing  M ateria ls industry  and  the 

P roperty  D evelopm ent industry as w ell as the A gribusiness industry, w hilst the in form ation 

conten t o f  earn ings is m ore likely  low er for the B uild ing  and F urn ish ing  M aterials industry  

w hilst h igher fo r the A gribusiness industry, relative to the others.

D4 = dummy variable which takes a value of 1 i f  firm i is in Property development, and 0

otherwise
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