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Zolgta 7|tigtth, 58 Aol E&Aolgbd [FRS  7]1&gt} AAZR #HdA 715 Fek £40] F
=Y F S8V EYARA G 2 Feole FE A ES F AR O $gsittn & £ gl
o] Hugezt 7197 E Hrbeked 43S vA (Kothari and Zimmerman, 1995). F7}& &3t
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I = OPHQ‘
p. -

&R 2719 (stock) 3

FANZ AFen) & ® A7 S 939

=)

o a- ™

ol (flow) e 7B #AAFE SAl A58 F de 7] 8k K-IFRS Eel$¢l 2011:d~20149

tl 9)tH(Hung and Subramanyam, 2007). 717t A& 4 26713 Br)eeld 2%

2Feol ol FEET T g3l FAsE ol i FHAATE =S, FYIL

& 979 A 7|E oo 2A BrlEe]Yd o W A o] 2o]E Vuong A <& &l

EEN AUl 0w uGE AREE FE EY 2EFE0l9le] Hudeel vt ARz A

ojBRE, T o]yl thgt AlgHRGo] A or  Aukgo]l YEhteA] doliy] st Hud Ao

Jend 5 i 2 ieollst 2AgEcleld  ue Tee T olousel 7459 2

T #EA o] AfolE B F ok, wEkA £ AT o AEs A4 vt

Ide IFRS =9olF AR F7]wol 2t B oAdge R HA S AR dste] 9

H S A Bl 24 Feololghe T o] He} 7] ol 2H Teole] Ftd| tid ZHX AR S

GV 238 dulshe A9 A AR Asiler s, A4S eshe 9Y A

HE $ATY. T2 I R BAY AR R A A IARAL A (11D 20 4 (11D

o2 o] (heteroskedasticity) 2 T+REY} Ohlson(1995) R8< Wyste] 7ol %

(scale effect)dl] #&H AFGA &2l FA)7} #] 7&?6 olele] A 7Ex AR E T8 8t

At (Kothari and Zimmerman, 1995).2 ¥  A4€gch AgAT(Biddle et al., 1995: Lev

AT e olgf et A& AStst] BE RIFE FA4 1989) 8} #o] A 7 #HHA B4 F A%

oz ol TEAHNL 518 R 2 B4 B F o= A/ 18 o 2 40E 5 divls

= W}, v wahe e s A9

S04 ABHE 5 ol9gus AuHd 28 Vuong BAE £ 2 A0 QA
TRIFAG S GolE Y] HE}"% IFRS =9 ¥ &  dig A4 7 Adg S Bol3n, A4 sA
71Eole] 3 2 Feole ke g S|AAS oY o] uigt FulA N BAEAY S BAFA =

ol 2 AZstn, 10 AmE 2ol Vuong(1989) E3it), upeia] Frleo] 2@ 2 Tgo] zhzte

9) TR 7GR SAFA S Fotel vAE ¥ duisted, TP 22(3E) 719E Sk AR (BV) 9 F3o|
A(E)e] =&(s2) o] rh(Barth and Kallapur, 1996: Brown et al., 1999 Easton and Sommers, 2003). 2%
e TEUFY S5S 2t 574421 4383 (spurious correlation) & f’ﬂ% I Q7] W] & o]itel BEHT 7te] AH
g HluE Wald 4 AHBrown et al., 1999).

10) F BAAFY Aol thadh 2ol BMFTh ¢ = (b, —b,)/ /s> (b,) +5°(b,) 714 s(b) & AAAF FHA b9 HFEHA |
o} o] #e AFEI (0 +ny—k —k—2) 2 ¢ —E'r o2t @, n), 719‘1‘: 7} B RES0lA k, ke 7t BY 39
g9 ot

11) Vuong(1989) 574]1]“ AGATNA F BRI R Afolo] g EAA folA Ao Bo| oL@t} Vuong(1989) HE
< F 2¥o] BF “Ftrue)"| OME}# AF7H ol o= ¢ R3] v RIET AR ARFE ¢l s ez 3l
o= Aol Ugk $-%8] (likelihood-ratio) H&oleka & & 9ot ] 7:-4—"1] g F 7 2de F By FEMG) FYstodor
st 3ARF o] ME AAA (non-—nested) °]°1°]E 3“’/}* oltH(D: ow et al., 1995 Hung and Subramanyam, 2007).

12) olgg ¥4 Er 5]7#]7]?2& AE A8E Ao EYE T FL o7 7Pysta, $%244 2% (unconditionally) & H¢ 7t
Z3E vlushks Jegta & ¢ dok( Blddle et al., 1995).
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=87/l tiEFE|SEFF0(2nt YYIT0(olo] iy ThxnHY

AR AR BN A5 Sleled 4 (1-2)sh 2
18 B3o] 7140w ol gRTHUEA -

1—\:1

P =ay + a;BV; + asNI; + asNLs + e
P = By + BBV, + BaadiNI; + B:NLy
* e 2 (1-1)

RET: = ayp +a;NI; +asANI; +asNL; + e;

RET, = By +B1adjNI; +LG2AadjNI; +LsNLy
+ 23 }*\Jl (1_2)

o] 7]el|A],

P =t+1d 39 (6€ ) A AEA/F
AR,

BV, = td @A et RIHd/FAY,

NI = tid dA] B7lEeld/FAY,

NL = td A BrieEdolw 1 gh/FAME of
U 0,

adiNI, = td @A 2 Fzolel/FApt

RET, = td 49(72)%E t+14d 3€(6¥9)7A
12097 FAA Azt FA5 5 Y

AN = td B7leelde] Wst & (NL-NI-)/

P 389692 71 oviddh. @4, 4 (1-1)

AN BV NI SAAF 0,9 aze AYAT9

ol B3 SAHCR FAF F(+)9l gh= B A

o= didtt A (1-2)dAM F58Fe AFY
&

[ 3]
235 239 ARFA A E(RET, market

adjusted annual returns)°|t}.
APAE(Hayn, 1995: Collins et al., 1997)=
g0l 3} F77ke] ABAA A dojM Folde] &

L% ARG

o g2A vepdtn Fagit

BAFlls Aol o8 Iz sjAat] wfiel
F(H)9 = Ae AFHY o9 A&l #a
skl colojat FrIzte] ARdA Tt gt wet
A B7IeEde] dFE FAS] st BrleE
As el e vrEF (VL) & B3 23t

3.2 BT8feofl ©E THFE0IoS| 7HRTE

2 A7 T AR 7S ARE] A AR
Fe v 2ok 23Tl Bugeef wet
oA K| 7px|H# o Apo|7} EAE Lotr T
skl o 2] (2-1)% 2ol AAEA A T
7ol BE} A 2 Fe0|9 S A Huste
7195 1, 2384 g1 A4 Baste 79S 02
Z 3l guisE (D)5 T3t Do ALt
Fo]8 gk Holthd | 24 F<ro]9) S FA ] F7)
ke 7199 AH EGAAA G 27138 F5713e
F7HP) 7} frefstAl 2 st the 2 9wttt

P = By + BiBV; + BoadiNI; + BsNLs + B,

e 2 (2-1)
047101]*1
= 23409 &AM Hausd 1, 34
ol E_Lo} 091 tupsi

13) 197t 98-S KIS-VALUE Hlo]eluo] 2dl|A

KOSDAQ o) Xl—’F/lki A KOSPI
BYSdT m4s5H M3E 20164 6Y

FZ3} KIS VALUEOM =

kﬂ
lo,
f
N
v =
=
L,
of 2
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A<

(2-2)

By + BiBV, + BaadiNI; + BsNL; + LD
+ ﬁ53dJN]t*Dt + (el e

P

K

B ug &

2440

i

AT

=

ol
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pud

3l 719

t a3 o] T dEsH s

T

19

Aug 34
27} Bestnz 4 34719 3607 719-d

s des

st
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o<} (adjNI,) 9]
obE7] ¢
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[e)

A
=

71l G (N3 =
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Z7hel W@ AU SRR
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Ea
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2 F 15670 719-A=o|rh. & A7 HFREE 3 o] e Ade 5ol Qg e
o7 AN A w671 Exe (F 2)9% 2o 2 dETHaAYde] gdH 0w Fasithe A
o] ghct
(£ 4 B AME s oA B4
V. ASEMZ0} Z3E yepditt, 71digh vhe} o] 2] Al7H
= TALY] AEFA(BY) 2 BTl (N
F(+)9 Fofst dHHAE 7RI, B3 2P 55
4.1 71=sA=Z ol (adiNI)< A7HP) e frefdh ZaaAE
A, 28 Fol ] W3k (dadiN) = M 7HP)
(£ 3)& Aol AHgE HFS9 7sAZE Y F(+H)Y FBASFE Bola ginh. 23 E(RET)
ERdiTh 39(6€9) 2 @A AZbgde FAMe R o A st ARFA(BY)THe o A
FEshet B9 Hat2 0.1255009, At GE BAE HolA] ¢ W, BY]eol (V) B 2
7t (BV)E 0.18289] A5 Uepditt, @7Ieo]l ol (aqiNL), o1 WSHANT, dadiNI,) %
N(NL)E 0.01079 Hite BYoz2H [FRS & 27§93 F(+)9] 4#3A S 7T
A F I A S8 FARE O] BY]Eol (% 5)€ IFRS = ¥ dxd F7]eold oy
oo Hlgo] 1.07% A=US & 4 it v, 2 g FAgde ves Yehiz 9ok IFRS
BAEzold (adiNL)E 0.0095< YebdozH, 3] =9 F 493 F7leold i) diEEH s g9
AZIEd oJgh @7leold it Yths s &+ HFE 3T 557% AEYS & F Aok 59
(B 3) 7|e8A
Variables BEEIZHEESF) Mean Std. Dev. Min. Median Max.
P 11~149(156) 0.1255 0.0910 0.0186 0.0998 0.4400
BV, 11~149(156) 0.1828 0.1541 0.0127 0.1298 0.7800
NI 11~149(156) 0.0107 0.0178 -0.0282 0.0079 0.1100
NL 11~149(156) -0.0008 0.0034 -0.0282 0.0000 0.0000
adiNIy 11~149(156) 0.0095 0.0144 -0.0285 0.0073 0.0900
RET, 11~149(156) 0.0048 0.0226 -0.0375 0.0014 0.0800
AN, 11~149(156) 0.0007 0.0097 -0.0293 -0.0002 0.0500
AadjNI, )17 -0.0001 0.0088 -0.0251 -0.0007 0.0400

11~149(129
)

Wl po=t+1d 39(6%9) 2

=2

A APV FA: BY, = vd @A) 2] /A N = td B0/

Gl
Ak NL = td @A B7lesdeld 2 /34 ofUW 00 adiV = td 28 FE0 /34 RET, = td 497

) 5E t+14d 34(69) 7 12083 FAAR Azt FAFAE AN = td B71eold ] M3 AadiNT = td 23

Fol9e) wg

17) dadiNLSl 75 t-1719]
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(% 4) daEMzy

B P BV, NI NL; adjNI; RET: ANI; AadiNI;
B 0.716*"* 1

NIt 0.718"**  0.657*** 1

NL; 0.100 0.107 0.337*** 1
adiNI; 0.727***  0.645***  0.978"** 0.394*** 1

RET: 0.247** 0.117 0.253"** 0.034 0.261** 1

ANI 0.331*** 0.192**  0.488*** 0.029 0.509***  0.371*** 1

dadiNI;  0.158" 0.044 0.239*** 0.103 0.318*** 0.367***  0.908*** 1

N 156 156 156

156 156 156 156 129

D) Wegel: po=t+1d 32(69) 2 @A A7/ ZA

BV: = td @A Ao} ARstel/Anth: N, = vd 71wel9l/

FA NL = 9 BA Bo1e S0l 1 /EAN oRIW 0 aiV; = td £AFE019/FAE RET, = 4 4

A7) 1419 326274 12493 73

td 2ol o] wah

2) F e A7 1%, 5%, 10% FEolA Fo8E e

A Az FAFAED ANL = td @71l Wsk sadiN =

(¥ 5) G71x0(2f the| CHEZHIFTAN| HIS

Ax 2011 2012 2013 2014 i
=2 FA Y /g7 0] 9 4.74% 11.28% 3.00% 3.28% 5.57%
[FRS =4 & 24dAQ 2012dd = vi&uad F87139 F7HP) ol njAle SAATFHe] = A
Aol F7lcole) WiH] 11.28% aigete Hla  ox YebdoeM, IFRS =9 & =l 3% =6
& % |

4 e WS ANE B85S Holx 9k |8
5ol B71%0l o3t 250l Aolvt 9@
Aolehe ool Jbsaet. 4, 20134 oI F A
4 eole) o) djeENFAYLY Bl ol

T FAE Holx givt,

(£ 6)& & 979 A A 7Hds AAs]
ato] 20119FE 2014971419 6718 EES
o] &3t F7lseol I 24 ol o] FiE 7HA|
Mgt Adfolt}, (& 6)¢] Panel 19 9

ol (M) Bet 2450l (adiNI,) ©

s
nt

(o)
o

o

A

19 o Fx

e

oft

7]

ol
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ABHG S Uehlle 299 4 71
ol (VM= AHlsR ste 29(0.623) 54 =
ol (adiNI) & AT E ok L] A
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(Z 6) 7Ix0lont tEEo2xd=0[do Uiy Tixd (7t 4d)

Panel 1 238 P =ay+a;BV; +asNI; +asNL; +é; B3 B=0y+ BBV, +BadiNI; +B:NL: +e;
H AAAS -3k AAAF t-%t
AH 0.053 7.361 0.048 7.015
BV, 0.241 6.165** 0.227 5.997***
NI 2.487 6.944***
adiNI; 3.408 7.794***
NL; -2.853 -2.026*** -4.087 -2.893***
Vi 0.623 0.652
Vuongs Vuong's Z = -2.600, p=0.009
Panel 2 | 28 RET;=ap+a;NI; +asANI; +asNL; +e; | 28 RET; =0y +Bi1adiNI; +BoAadiNI; +Bs5NL + e;
W AAAF -3t AAA S t-%t
AH 0.004 1.634 0.006 3.376***
NI 0.239 1.858*
adiNI; 1.917 3.746™**
AN 1.059 4.729***
AadiNI, -0.791 -1.519
NL; -0.153 -0.285 0.410 0.804
Yz 0.211 0.204
Vuongs Vuong's Z = 1.500, p = 0.130
test

1) e po=t+19 32(69) T A A/ BY, = ¢ AA) SRRk AR /FAE N = td BYleeld/
ZA adiNL = 4 23350l /FA NL = td @Al Y7)esdold I /24 oldE 00 ad/N/, = td
2R T /EA RET, = td 48 (7€) 2 t+14d 39(69)74A 12087 FAA 7] A7t FA5YE: AN =
td @1l Wl AagiNg, = td 23 F50] ) Wl

Q) *x¥ xx = AZM 1%, 5%, 10% FEAA 58S VER,

3) Panel 1< 15670 B2 Panel 201 AadiNIE T8 § & 1297 FES o] &ato] EMaigint ¥

o183 24Fw0lole] MR (AagNpT] BA (E TE B AT 5 9A AN AR el
Holl W) #0183} Grleolele] MEHANRTE] o ZAFeole] Rl B lel3t 2
Bagel JUAoR 0% Be Ao ettt gFwolde] Jud ANBAYS BAF Arelth
(t=4.729). olol We} 5 oledigeh 1 WRFE (Do) Panel 1€ 24Fw0lo) TARYE
AYASE o] 5B WAL 9FE AF e HUNSE AST AARNEl. 36
@ % R g AARRYE fF Aot AEQAAFANAR(DARD S AAF A3, %
R Ao 2ATHVuong's Z = 1.500) AFeold S AAEAALN G G705}

18) d¥d< Siato] Panel 19] 4% 1207 E8-& o] &slo] £4& AAalE 43, 423 = frolohd traa] 4ttt

AASIT H45H M3z 2016 62 1055
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=87ITe| tiEFEFEFF0(A Z7|+0[2lo] £

MOhE Tk ey

(B 7) 20elo] mE doiA 7ixad(OHE2 438)

Panel 1: Engg] grjHs

& ol83

239 7Ex A=A

2 (2-1) 2 (2-2)
28| K=y +B,BV; +BoadiNI; Py =0+ 51 BV: +BoadiNI; Py =0y +B,BV; + LNz
+BsNL¢ + 8Dy + e +BsNL¢ + 51Dy + BsadjNI*D; + e +BsNL +B1D; +BsNI+Dy +-e
sz 39 A 5 - 3 A S -3 39 A 5 t-%k
g 0.040 5.093"** 0.044 5.698"** 0.048 6.147**
BV, 0.221 5.895*** 0.213 5.846*** 0.218 5.822%**
NI 3.549 8.124%** 3.282 7.599*** 2.479 7.154***
NL -4.384 -3.125%** -4.879 -3.563*** -3.983 -2.934***
Dy 0.019 2.169** -0.003 -0.284 -0.007 -0.585
adiNI+D; 2.796 3.233"**
NI#Dy 3.249 3.786"**
Vs 0.653 0.674 0.662
Vuong's Vuong's Z = -0.810, p=0.420
test | Vuong's Z = -1.400, p=0.160
Panel 2: Exggo] w2 258 7X#AAg v
28 P,=ay+a;BV,+asNI +asNL; +e;
EAA o FA S 719 (n=65) FA FAE 719 (n=91) AT S8H1%
HL 3 A A5 t-%k 3| A S -3 A2l -3t
gl 0.044 3.397*** 0.041 4.674" 0.003 0.194
BV, 0.168 3.278%** 0.286 5.132%** -0.118 -1.551
NI; 6.355 5.650*** 2.062 4917 4.294 3577
NL; -5.675 -1.456 -3.368 -2.372* -2.307 -0.556
Vs 0.541 0.728 Cramer's Z = -2.486, p=0.013
R P=Ly+BBV; +BoadiNI; +LsNLs +e;
EAMNA G A 719 (n=65) FAo FAIE 719 (n=91) ATTIRAH
s 3| AAF t-#k 3 AAF t-#k A F o] t-#k
HHA 0.045 3.612"** 0.037 4427 0.008 0.535
BV, 0.158 3.109"** 0.283 5.357"** -0.125 -1.700*
adjNI; 6.669 5.948*** 2.747 5.367"** 3.922 3.182%**
NL, -5.943 -1.559 -4.225 -2.926*** -1.718 -0.422
R? 0.557 0.739 Cramer's Z = -2.459, p=0.015
Vuong's Vuong's Z = -2.100, Vuong's Z = -1.100,
test p=0.033 p=0.270

1) "9l B =t+1d 39(69) 2 &4 A7td/Ea0E Bl = tid dA £t 4

2) e AT 1%, 5%, 10% T

740 sto
So=

Ak NL = td @A B71eEd0l0 1 /3R ohJ® 0 adiNg; = td yqu o) /FAAE: Dt -
AR e Bashe 1, F40) Hush 09 tv]us,
FollAl frelgHe ek,

o]o] & A&l

AT M45A HM3E 20164 6¥

HIHA/FEAL N,

1lel/%

B

ries

937
td
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s, nndhel ne BEE TR ge
Fel 0 2§ NBAYS S0 A, 2T 030e AR £EE A(HRE, 2013) A4S
Eollg Wolzeldst P EYAMA Had Wb ohd e grd U gAEt FhHow
Fe71ad vl BeFuE BAPUS A FH A, ARIN(BY) B ARAEH] Wl 42

o Hugt 259 By AwEo] BF fostA = AAT: 0.168 vs 0.286, 0.158 vs 0.283) 3}
Ao 2 JEPTH Cramer's Z = -2.486, -2.459).  2¥9 Ago] Az oz dolH S 7hsAlol 3l
ol ZAFTolYe Euddd u} o] H] = Aog Wl
A zfel 7t glE Rolge B AT F (£ 8)& & A7 FHA 7K AH & A% +
(E 8) ZUgEol| W2 JFY k2N v|n (7142 F71EH)
Panel 1! RET:=ap+a;NI; +a>ANI +asNL: +e;
EAA A ZAIE 719 (n=58) FAo] FAIE 719 (n="71) AFELHA
H4F A -2k 3 A s t-%k AlFAte] t-%t
=y 0.003 0.716 0.004 1.150 -0.000 -0.017
NI 0.398 0.844 0.245 1.805% 0.152 0.310
ANI; 1.669 3.212%* 0.850 3.399%** 0.818 1.420
NL; 1.272 0.844 -0.631 -1.067 1.902 1.176
Vo 0.245 0.222 Cramer's Z = 0.764, p=0.445
Panel 2: RET, =6y +Bi1adjNI; +B2AadjNI; +BsNL + e
| EAA] BAE 19 (=58) | F4 BN A9 0=71) A+E934
H4F A -2k 3 A 5 t-%t AlFAtel t-%t
Zp] 0.002 0.521 0.002 584 0.001 0.092
adiNI; 0.480 1.001 0.449 2.437** 0.031 0.061
AadiNI 1.635 3.114*** 0.576 2.237** 1.059 1.811*%
NL; 1.132 0.746 -1.089 -1.743* 2.221 1.353
Vs 0.239 0.161 Cramer's Z = 2.600, p=0.009
Vuong's Vuong's Z = 0.290, Vuong's Z = 1.200,
test p=0.770 p=0.220
1) WA RET, =t 48 (T9)FE t+1d 34 (69) 7 127H°EJ FAAZ A FAFIE AN]z W @7]eolde ¥

3 AN = td @r)olle] Wal: agiNg, = td 2AF -¢O]°1/+x]-4 AadiNI = td 1@5"‘50]‘494 Wk N
= td A4 PrIedold I g/EA olyd 0; Dy = tid 2T £A A Bashd 1, FAd Ba
3 091 Huwa,

2) *** % e A7 1%, 5%, 10% FEolA £ vEhd.

% | T A-Fole Cramer(1987)¢] Z3d] st thgat e 232 3l 7
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Panel 1 WEFHSAY (+)3 B4l & 7|95 A0l (n=156)

(+) provision (n=122) (<) provision (n=54) t 3
NI 0.0122 0.0056 2.301*"
adiNI 0.0106 0.0059 1.771*
Leverage 0.8414 0.7923 1.417
SIZE 30.3006 29.4345 3.033***
Capital 0.1777 0.2010 0.737
Panel 2: Q<& SADN (provision)d 27190 &3t 7195420l (n=122)
above median (n=61) under median (n=61) ¢t
NI 0.0160 0.0083 2.343**
adiNI 0.0130 0.0081 1.859*
Leverage 0.8315 0.8513 0.738
SIZE 30.1827 30.4185 0.822
Capital 0.1931 0.1624 1.123
1) 489 provision = WETH ALY (= N - adiNL 2 (-)9] 2 s An)): N = B71eeld/FA% agiNI = =

AFeol/FAY: Leverage = F5-A/FA, SIZE = S AARIAZL: Capital = A7 AE/FAAE

9) ** * te 27 1%, 5%, 10% SEAN FI8S e,
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I NATE(SIZE) 7Y 492 TR 719 ((-)
provision) 8 IAASRT F9&tA =& g Ho RET, = By + BoNI + BoANI + Bsprovision;
T dve A ¢ F ddkt= 2.301, 1.771, + BiNL: + ¢ 2} (3-2)
3.033).
(£ 99 Panel 25 A% WA (=122) |
B R, FEY FHFE VTR st o provision = HEEHIERUA M= adi: ()
= T = o] F& FYAL o)),
ETHEAY A A7) mE 7| AFHS A
ol A Azeltt HiHY A7t =& 71 (£ 10)¢] Panel 19 Jst¥ 7|ti&Ad =g S 7}
o] NI, ¥ ad/Nlt | Aol A7|71 & 7| B Aetls A5 A v8e] FAd gt o
oA =2 S Ul S g9 4 9l FHFAD N (provision) & F7Hl S(-)9 793
th(t= 2.343, 1.859). P nA = AoE YEIHTHt=-3.271). &, 3|
T3k iEFH Yol F7h & PA = A7 Baol (Nl Bl&l BHA =2 S5t
ARAQ G AEe Ao F7HAQ nizt 9 A Baol(adiNT) = HAATE dETH
= Zlojgta Adste] gl A(3-1) B A(3-2)  Addo] AlFoM fldt g 7tE S v
(E 10) thEZd|gH 0| F7tiet =280 ojxl= g8
al Panell: P,=06y+6:BV;+B2NI+Bsprovision, | Panel2: RET;=[6y+BoNI+B24 NI +Bsprovision;
° +BNL; +e; +BNL; +e;
EHE 3 AA S t=ak 3| AA S t-%k
z=Rg] 0.046 6.455%* 0.003 7.015
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NI 3.678 7.311%* 0.164 0.845
ANIL 0.740 3.521%**
provision; -4.991 -3.271*** -0.154 -0.251
NL; -4.440 -3.064"** -0.111 -0.194
Vo 0.646 0.122
1) 8589 A = 1414 32(68) B @A AZRE/EAE BY; = 09 @A S48 ARkl /FARE N = £ gl e/
FAE ANL = td B71eel9e Wik N, = tid dA B71esdold I g/FARt ofUW 00 RET, = td 49(7
ADEH t+19 396974 120187 FAAR A FAFAE: provision, = td WEFHIFAYA (= N/

—adjNI; + (-
2) F* = A7 1%, 5%, 10%

)¢ B2 EddE o).
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Value Relevance of Loan Loss Reserve Adjusted Income and
Net Income in the Banking Industry

Hyo Jin Kim* - Ki Hoon Lee**

Abstract

This paper examines the relative value relevance between IFRS net income and loan-loss
reserve adjusted net income for Korean banks, which was mandated for banking industry
regulation purpose as a result of IFRS adoption in 2011.

IFRS requires firms to use the incurred loss model for recognizing bad debt expenses. The
incurred loss model is considered to recognize less loan loss allowance as compared to the
expected credit loss model. As a result, the Korean Financial Supervisory Commission requires
banks to record additional loan-loss reserves in the wake of IFRS adoption in fear of recognizing
insufficient loan loss. The additional loan-loss reserve is a non-GAAP approach which is imposed
for regulation purpose. But it is considered necessary to comply with the leverage ratio set by
the Basel Committee on Banking Supervision. The non-GAAP additional loan-loss reserve
affects two elements of financial statements. First, it is subtracted from the capital measure,
the numerator in the leverage ratio. It is subtracted from the IFRS net income to arrive at the
loan-loss reserve adjusted income. The additional loan-loss reserve is allowed to be disclosed in
the face of or in the notes to the financial statements.

From an analysis of the relative value relevance between the non-GAAP adjusted income and
the IFRS net income for 156 firm-years in the period of 2011 to 2014, we document that the
non-GAAP income has higher value relevance than the IFRS net income. We also document that
the disclosure pattern also affect value relevance differently. More specifically, those banks
which report the income adjustments on the income statements have higher value relevance

than those banks which report them in the notes to the financial statements. Furthermore,

*  Associate Professor, Department of Accounting and Tax, Jeonju University, First Author
** Professor, Department of Business Adminstration, Jeonju University, Corresponding Author
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using a sub-sample of firm-years which report the adjustments on the income statements, we
document that the value relevance of the adjusted income is higher than that of the IFRS net
income.

We contribute to the literature by empirically showing that the non-GAAP additional
loan-loss reserve has additional information content and can be justified for regulation purpose.
Our result also provides empirical supports for the validity of the expected credit loss model in

IFRS 9 which supersedes the incurred loss model.

Key words: IFRS, banking industry, loan-loss reserve, non-GAAP adjusted income,

impairments, value relevance
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