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The purposes of this paper are to examine whether the adoption of the IFRSs in Japan increases

earnings quality and value relevance of consolidated financial reporting, and to find the relation-

ship between earnings quality and value relevance. I focus on consolidated financial data of

Japanese listed companies. Earnings quality is analyzed from the accruals quality. Value relevance

is analyzed from two points of view. First, I use the Abnormal Earnings Model and the Cash Flow

Model and measure the business valuation of the samples. Second I use the Return Model and find

the relationship between the price-returns and consolidated income information. The results of our

tests show that the high quality of the income information causes an increase of business valua-

tion, however the earnings quality of Japanese listed companies does not increase in spite of devel-

oping international convergence of Japanese accounting standards and the earnings quality does

not influence on the business valuation.
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200103 1,449 1,351 1,117
200203 1,465 1,371 1,157
200303 1,519 1,393 1,197
200403 1,524 1,402 1,203
200503 1,552 1,420 1,245
200603 1,575 1,445 1,246
200703 1,565 1,453 1,288
200803 1,592 1,455 1,238
200903 1,636 1,483 1,222
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ACC1 ACC2 CFO;—, CFO, CFOy+, AREV PPE

200103 | ~F#Eifi -0.031 0.008 0.051 0.046 0.048 0.088 0.331
g fiE -0.035 -0.002 0.052 0.048 0.048 0.040 0.306

AR HE ffgi 0.088 0.083 0.063 0.086 0.089 0.280 0.189

200203 | ¥ -0.041 -0.011 0.045 0.047 0.058 -0.021 0.321
g fiE -0.040 -0.015 0.048 0.047 0.055 -0.024 0.301

e 0.062 0.060 0.065 0.071 0.076 0.183 0.188

200303 | ¥ -0.045 -0.014 0.045 0.056 0.057 0.032 0.199
g fiE -0.046 -0.019 0.047 0.057 0.058 0.010 0.174

A HE (g 6 0.065 0.063 0.066 0.074 0.092 0.210 0.154

200403 | ~F#EifiE -0.033 -0.006 0.053 0.056 0.060 0.049 0.199
g fiE -0.035 -0.013 0.057 0.059 0.058 0.024 0.174

e 0.064 0.064 0.091 0.091 0.153 0.191 0.167

200503 | i -0.030 0.002 0.057 0.061 0.061 0.084 0.193
g fiE -0.029 -0.003 0.058 0.057 0.060 0.046 0.169

RHE ff 0.076 0.066 0.072 0.116 0.232 0.268 0.140
200603 | ~F#Eifi -0.023 0.013 0.056 0.057 0.062 0.094 0.192
g fiE -0.027 0.001 0.057 0.058 0.060 0.049 0.169

ARHE ffg 0.083 0.082 0.069 0.099 0.166 0.238 0.137
200703 | ~F#EifiE -0.021 0.012 0.049 0.055 0.053 0.094 0.189
g fiE -0.024 0.004 0.054 0.056 0.056 0.059 0.166

T HE (i 0.076 0.076 0.069 0.085 0.227 0.190 0.141

200803 | il -0.028 0.005 0.049 0.052 0.083 0.054 0.179
g fiE -0.029 -0.002 0.053 0.054 0.051 0.039 0.160

ARLHE ffg 0.080 0.067 0.072 0.079 0.600 0.178 0.132
200903 | ¥l -0.069 -0.019 0.051 0.071 0.124 0.560 0.280
rgfiE -0.047 -0.020 0.056 0.051 0.067 -0.057 0.161

ARLHE ffg 0.206 0.202 0.075 0.279 0.447 7.905 1.285
201003 | ¥l -0.066 -0.040 0.053 0.079 0.092 -0.032 0.208
g fiE -0.058 -0.036 0.054 0.070 0.062 -0.089 0.167

AR ffg 0.103 0.087 0.076 0.121 0.412 1.103 0.276
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Hxk4-3 HREMNEREHEBOEOHEICRET IR

W73 5 AR

6 L fiHe &

WAREED | k5 AN bl : 8% 5 I 0
@ | mH AR CFomuefiize | foLAEE | SUEOAREO Sk
Size o CFO g REV OpCycle NegEarn
200103 i 11.363 0.039 0.095 4.397 1.000
Pl 11.116 0.032 0.067 4.382 0.000
A 7 1.503 0.029 0.123 0.726 1.272
200203 i 11.311 0.039 0.096 4.356 1.193
Pl 11.069 0.031 0.067 4.335 1.000
A 7 1.504 0.030 0.106 0.724 1.364
200303 i 11.272 0.040 0.092 4.342 1.248
Pl 11.049 0.032 0.066 4.320 1.000
EHE R 7 1.497 0.036 0.092 0.714 1.379
200403 i 11.288 0.035 0.087 4.347 1.076
Pl 11.051 0.027 0.065 4.331 1.000
EEHE R 7 1.497 0.029 0.083 0.714 1.236
200503 i 11.311 0.036 0.087 4.366 0.943
Pl 11.068 0.027 0.065 4.340 1.000
EHE 7 1.490 0.029 0.083 0.703 1.134
200603 i 11.358 0.035 0.088 4.384 0.822
Fp il 11.120 0.027 0.064 4.367 0.000
FHE 7 1.509 0.028 0.087 0.718 1.079
200703 e fiE 11.292 0.036 0.087 4.373 0.606
Hp il 11.107 0.027 0.064 4.375 0.000
ERHE 7 1.455 0.036 0.090 0.700 0.975
200803 R fiE 11.277 0.036 0.093 4.372 0.505
Hp il 11.082 0.027 0.067 4.376 0.000
EHE 7 1.468 0.031 0.095 0.707 0.954
200903 FEE 11.229 0.040 0.122 4.302 0.774
Hp il 11.044 0.030 0.080 4.318 0.000
EHE 7 1.462 0.037 0.145 0.719 1.041
201003 FEE 11.234 0.042 0.146 4.292 0.893
Hpfif 11.046 0.033 0.100 4.300 1.000
EHE 7 1.464 0.039 0.170 0.714 1.105
ME4 -4 GEMEOTFMCET IR
IR B i e | EREE | Bpmir | Bgeum (1) 70 | penoc | M
g | mA | (BaHE | TUE | we At Al |Gy ac| RRAE ) g
MV BV FA AE(O]) AENI AE(FCF) NI Ol
200103 | I 0.478 0.406 0.037 0.029 0.001 0.011 0.023 0.046
Pl 0.341 0.389 0.060 0.022 0.007 0.011 0.022 0.038
ERHE 7 0.426 0.207 0.398 0.044 0.050 0.062 0.064 0.043
200203 | - 0.438 0.428 0.024 0.038 0.009 0.023 0.013 0.030
e fiE 0.302 0.412 0.048 0.031 0.011 0.023 0.016 0.025
EEHE R 7 0.427 0.211 0.407 0.042 0.042 0.060 0.065 0.045
200303 | -5 0.433 0.438 0.040 0.049 0.022 0.030 0.024 0.038
i 0.335 0.425 0.055 0.040 0.020 0.028 0.024 0.033
EHE R 0.338 0.213 0.403 0.045 0.040 0.053 0.076 0.046
200403 | 1 0.612 0.454 0.101 0.059 0.030 0.018 0.043 0.048
i 0.468 0.440 0.131 0.048 0.025 0.019 0.037 0.040
EHE R 7 0.511 0.206 0.385 0.051 0.041 0.063 0.051 0.045
200503 | - 0.623 0.462 0.123 0.063 0.030 0.013 0.050 0.056
rh e fiE 0.506 0.452 0.150 0.054 0.028 0.017 0.043 0.048
EHE R 7 0.460 0.203 0.368 0.050 0.047 0.070 0.050 0.043
200603 | -5 0.717 0.478 0.168 0.062 0.032 0.005 0.049 0.058
rh i 0.564 0.468 0.199 0.053 0.030 0.012 0.045 0.050
FHE R 7 0.533 0.195 0.359 0.051 0.046 0.089 0.062 0.044
200703 | 15 0.700 0.477 0.165 0.056 0.027 0.007 0.054 0.057
e fiE 0.564 0.466 0.206 0.047 0.025 0.010 0.049 0.051
EHE R 7 0.494 0.194 0.358 0.055 0.050 0.075 0.068 0.051
200803 | -5 0.501 0.484 0.133 0.029 0.000 0.009 0.052 0.056
e fii 0.415 0.474 0.181 0.027 0.008 0.012 0.046 0.048
EAE R A 0.333 0.194 0.370 0.045 0.044 0.063 0.048 0.045
200903 | 1 0.455 0.491 0.083 0.033 0.011 0.029 0.017 0.032
i 0.368 0.477 0.113 0.031 0.015 0.034 0.021 0.031
A i 7 0.311 0.211 0.384 0.050 0.046 0.066 0.064 0.053
201003 | 1 0.416 0.492 0.127 0.049 0.023 0.030 0.027 0.033
rh i 0.337 0.484 0.169 0.043 0.022 0.029 0.027 0.032
At i 7 0.283 0.202 0.379 0.041 0.037 0.066 0.060 0.055
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200103 Fy 0.037 -0.011 0.114 0.002 0.029
Hrefi 0.020 0.032 0.105 0.004 0.017

HEHE ffgi 75 0.350 0.232 0.125 0.260 0.094

200203 BB -0.110 -0.015 0.072 -0.014 -0.044
H e fiE -0.115 0.022 0.069 -0.010 -0.028

AL HE ffgi 75 0.255 0.160 0.110 0.212 0.096

200303 REZ] 0.079 0.007 0.107 0.036 0.034
Hrgefi 0.027 0.038 0.097 0.006 0.013

A2 HE ffgi 75 0.351 0.187 0.117 0.237 0.126

200403 R3] 0.749 0.065 0.153 0.057 0.035
HrgefiE 0.606 0.068 0.136 0.023 0.022

HELHE ffi 75 0.644 0.122 0.111 0.205 0.088

200503 R3] 0.162 0.057 0.116 0.019 0.026
e fiE 0.131 0.056 0.109 0.011 0.016

HRLHE ffgi 75 0.306 0.068 0.076 0.080 0.060

200603 R3] 0.188 0.046 0.105 0.001 0.010
HrfiE 0.146 0.054 0.101 0.005 0.010

HEHE ffi 75 0.360 0.083 0.062 0.089 0.037

200703 T -0.103 0.038 0.078 0.013 0.005
HrefiE -0.136 0.043 0.078 0.004 0.006

AELHE ffgi 75 0.319 0.079 0.067 0.118 0.046

200803 i -0.261 0.041 0.087 -0.004 -0.003
e fiE -0.270 0.046 0.085 -0.002 -0.002

HELHE ffgi 76 0.196 0.051 0.062 0.069 0.054

200903 i -0.132 -0.014 0.062 -0.072 -0.064
HroefiE -0.142 0.023 0.068 -0.041 -0.046

AL HE ffgi 76 0.237 0.123 0.107 0.121 0.101

201003 i 0.184 0.023 0.097 0.064 0.018
HfiE 0.104 0.050 0.105 0.017 0.009

L HE ffgi 76 0.359 0.202 0.206 0.265 0.208
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200103 [ Size 0001  0434][ ] 0.001 1374 [ [ ] 200603 | Size 0.003 4.410 | [*] 0.003 4.660 | [**]
o CFO 0.432]  10.292 | [*] 0459 [ 21.712 ] [*] o CFO 0.365 | 16.168 | [**] 0393 | 24.052 | [**]
g REV 0.040 4.028 | ™1 0.040 8.017 | [*] gREV 0.047 6.744 | [**] 0.048 9.546 | [**]
OpCycle 0.004] 1271 [ ] 0.003]  -2.204 [ [* ] OpCycle 0.009]  -6.071 [ [*] -0.006 | -5.464 | [*]
NegEarn 0.005 5.886 | [*] 0.000 0912 [ ] NegEarn 0.008 [ 15.411] [*] 0.000 0497 [ 7

SE R 0.031 3.343 0.010 2.110 SE R 0.003 0.702 0.001 0.343
R’ 0.152 [**] 0.366 ] R’ 0.389 ] 0.427 *
200203 | Size 0.001 0.953 | [ ] 0.001 1823 [ [ ] 200703 | Size 0.004 4.380 | [*] 0.001 12701 ]
o CFO 0.379 8.706 | [**] 0.416 |  19.815 | [*] 0 CFO 0.283 [ 16.134 | [**] 0.288 | 22.866 | [**]
g REV 0.058 4739 ™ 0.035 5.949 | [*] gREV 0.062 9.102 | [*] 0.059 | 12.102 [ [*]
OpCycle -0.007 |  -2.236 | [* ] 0.001] 0946 [ [ ] OpCycle 0.010]  -6.015 [ [*] 0.003 [ -2.209 | [* ]
NegEarn 0.005 5.938 | [*] 0.001] -1.644[[ ] NegEarn 0.011[ 17.470 [ [*] 0.001 2135 | [* ]

SE R 0.019 1.965 -0.004 | -0.766 SE R 0.006 1.188 0.010 2.663
R’ 0.130 [**] 0.302 ] R’ 0.444 ] 0.427 ]
200303 | Size 0.002 1649 [ ] 0.001 1185 | [ ] 200803 | Size 0.003 3.994 | [*] 0.001 2.067 | [* ]
o CFO 0.261 9.120 [ [*] 0.360 [ 20.440 | [**] o CFO 0.368 [ 17.919 | [**] 0411 ] 27.597 | [*]
g REV 0.068 5.980 [ [*] 0.056 7.962 | [*] gREV 0.067 | 10.165 | [**] 0.047 9.738 | [**]
OpCycle 0.008]  -3.117] [*] 0.000] 0229 ([ ] OpCycle 0.008] -4.787 [ [*] 0.003 [ -2.097 [ [* ]
NegEarn 0.006 8.105 | [™] 0.001] -1.497 [ [ ] NegEarn 0.012] 17.982] [*] 0.001 1.988 | [* ]

SE R 0.020 2.414 0.003]  -0.623 SE R 0.003 ] -0.520 0.001 0.167
R’ 0.168 [**] 0.325 ] R’ 0.485 ] 0.474 *
200403 | Size 0.003 2.789 | [**] 0.004 4.358 | [*] 200903 | Size 0.002 1953 [ [ ] 0.004 18571 ]
o CFO 0.372 | 13.226 | [**] 0.502 | 21.761 | [*] o CFO 0332 10,927 ] [*] 0.427 8.662 | [**]
g REV 0.036 3.704 | [ 0.045 5.677 | [*] ogREV 0.084 [ 11181 ] [*] 0.103 8.520 | [**]
OpCycle -0.008| -3.847[ [*] 0.006 | -3.589 | [*] OpCycle 0.004]  -1.609 [ [ ] 0002 0521 [ ]
NegEarn 0.006 | 10.003 | [*] 0.000] -0192[[ ] NegEarn 0.012] 11.983] [*] 0.006 3.575 | [**]

SE R 0.009 1.395 0.012]  -2.350 SE R 0.009 | -1.048 0.030 | -2.108
R’ 0.239 [**] 0.338 ] R’ 0.298 ] 0.140 ]
200503 | Size 0.003 3.055 ] "] 0.003 5.316 | [*] 201003 | Size 0.003 2.478 | [* ] 0.005 2.591 | ]
o CFO 0.343 | 12.937 | [**] 0341 [ 22161 ] [*] o CFO 0.398 [ 14.077 ] [*] 0518 11.729 | [*]
g REV 0.035 3.841] ™ 0.041 7.588 | [**] ogREV 0.059 9.495 | [*] 0.073 7523 | [
OpCycle 0.009 | -4.413] [*] 0.006 | -5.545 | [*] OpCycle 0.007 | -2.592 | [*] 0.005 [ -1.229[[ 1]
NegEarn 0.007 ] 11.679 | ] 0.000 1116 [ [ ] NegEarn 0.010 [ 10.395 | [*] 0.003 2022 "]

SE R 0.012 1.946 0.000 0.062 SE R 0.007 | -0.744 0.034 | -2.447
R’ 0.262 [**] 0.372 ] R’ 0.290 ] 0.155 *
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