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An Empirical Research on the Relationship of R&D
expenditure and corporate value — the high-tech enterprises
listed companies in China as examples

Guan-Chih Chen
Dhurakij Pundit University,Thailand

ShulingTsao

WenzaoUrsuline University of Language,Taiwan

Abstract

The research and development activities are the driving force of enterprises, especially
they are the core competitivenesses for high-tech enterprises. The information of R & D is
very important to investors to evaluate the value of the corporations.This paper analyzed
the relevant statistical information of the listed high-tech enterprises in China from
2012-2014. We also examined the impact of research and development expenditure,
capitalized expenditure, and expensed expenditure of these listed high-tech companies on
their companies’ value. This paper found that after the New Accounting Standards has
been enforced in China,the impact of R & D expenditure on the value of corporations is
positive and the investors have the positive value on the cost and capitalization of research
and development expenditure;however the impact of the capitalization of research and
development on investors is greater than the cost of the research and development

expenditure.

Keywords: high-tech enterprises; Research and developmentexpenditure; corporate value
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Factors Influencing Accounting Choice for Investment
Properties
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Zhong-hao Zheng
Deloitte Touche Tohmatsu Limited

ABSTRACT

Under IFRS, the rules for measurement of investment properties are presented in IAS
40, which allows firms to choose cither fair value model or cost model to value their
investment properties. If firms choose the fair value method, they must revalue their all
investment properties annually as measured by fair value, and present changes in the fair
value of investment properties in the income statement. The objective of this study is to
investigate the factors that affect the choice between fair value model and cost model for
investment properties. The results show that firms having a low market-to-book ratio and
civil-law based firms have an incentive to select the cost model. However, in the case of
higher market-to-book ratio and larger company sizes, the fair value numbers come from
independent reviewers and common-law based firms, which prefer to use the fair value

model as the investment property measurement.

KEYWORD : IFRS, Investment Property, Accounting choice
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Panel A : % A Feos € I
3t i Fis i r fiss i
4 G S S e L
_CONS a, -0.507 1.094  -16.048 5.465 -5.564  3.794
MTB a, 02757  0.151 0.7377  0.304 0.502°  0.291
CES a,  3.985 3356  -7.575 8.627 -0.087  6.420
DEBT a,  -1.296 1.104  7.403" 4.447 -0.955  2.725
SMOOTH o, -0.587 0.434  0.149 0.701 -3.822"  1.705
i% a, 1.3607°  0.496 0.981 1.314 -0.171 1.173
SIZE a, 03007 0129  0.583" 0.344 0.445 0.373
LAW a, 215177 0517 0.627 1.254 0.851 1.372
INDU o 0.391 0.474 3.170° 1.837 2.528° 1.494
Panel B : i % »c %
- 'giz%;},w% & ﬁzkjaf,‘;%: p:quw\,z g:wqwx,;
g s o i@ I PES fios o i@ fiis 5o k2
MTB 0.041 0.001 0.001 -0.044
CES 0.653 -0.022 -0.012 -0.619
DEBT -0.218 0.018 0.000 0.200
SMOOTH -0.083 0.001 -0.013 0.094
v 0.241 0.000 -0.006 -0.236
SIZE 0.046 0.001 0.001 -0.047
LAW -0.409 0.007 0.015 0.387
INDU 0.052 0.006 0.008 -0.066
X 113.92
Pseudo R’ 0.3733
Model p-value <0.001
N 179
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Fis 52X
(0) (0) (0) (0)
_CONS 16.220 5.099 -0.833 -18.638 -3.583
(7.081) (3.889) (1.150) (7.777) (4.759)
MTB -0.233 -0.185 0.302° 1.012" 0.614
(0.310) (0.325) (0.165) (0.497) (0.550)
CES 5.869 4.642 4.048 -12.897 6.075
(10.690) (8.411) (3.534) (9.899) (14.292)
DEBT -11.338" -3.552 -1.081 5.152 -5.438
(5.732) (3.379) (1.126) (4.930) (4.639)
SMOOTH -1.076 2.986° -0.584 -0.081 -5.069"
(0.882) (1.788) (0.470) (0.838) (2.205)
v 1.339 1.481 1.448"" 0.105 -0.717
(1.335) (1.141) (0.510) (1.823) (1.892)
SIZE 0.250" 0.030" 0334 0.954 0.453
(0.339) (0.377) (0.136) (0.636) (0.623)
LAW -3.463 -2.685 22917 0.256 2.402
(1.468) (1.337) (0.535) (1.601) (1.912)
INDU -2.154 -1.751 0.320 5325 2.586
(2.195) (1.365) (0.482) (3.128) (2.664)
X 31.95 23.47 70.87 18.9 19.43
Pseudo R2 0.588 0.486 0.365 0.460 0.526
fodel p-value < 0.001 <0.001 <0.001 <0.015 <0.012
N 128 127 166 52 51
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Abstract

A fair value measurement assumes firms exchange their assets and liabilities in an
orderly manner with market participants. Firms are required to determine the exit prices
based upon a hierarchy of three input levels which are formulated in IFRS 13. There is no
difference in the application of IFRS 13 among different industries. However, compare to
other industries, financial industry has 80% of financial instruments in their assets and
liabilities. Therefore, the disclosure of fair value measurements under IFRS13 in financial
industry is more significant than the disclosures in other industries. The purpose of this
study is to examine the effects of firm and board characteristics on fair value
measurements in financial industry. Using a sample of 71 yearly observations from 28
banks and 3 securities companies over 2010-2013, this study finds companies with larger
firm size, lower returns on assets use more Level 2 inputs on valuing their assets and
liabilities. In addition, this paper also finds that firms with larger board size use less Level

3 inputs on valuing their assets and liabilities.

Keywords : Firm Characteristics, Board Characteristics, Fair Value Measurements
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