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Abstract

This study investigates Taiwan securities analysts’ optimistic earnings forecasts are
due to the analysts’ cognitive failure or incentive-driving. We find that most of securities
analysts will provide optimistic earnings forecasts, and the affiliated dealer department will
start selling out the stocks after forecasts announcement. Although we can’t exclude the
probability that analysts’ optimistic earnings forecasts come from their own cognitive
failure, this result could confirm the optimistic forecasts by analysts are most likely to be
intentional.
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of the Rebar Event on the Audit Clients Stock Price
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Abstract

Based on monitoring hypothesis and insurance hypothesis, this study examines the
impact of Rebar event on stock price of audit clients surrounding various events,
including Rebar unexpectedly files for restructuring and the Financial Supervisory
Commission (FSC) sanctions Rebar auditors and Rebar affiliates (Union Insurance,
Chinese Bank and Great Chinese Bills Finance) auditors by revoking their audit
qualifications and suspending their audit tasks respectively. Our empirical results find
that Rebar’s auditor clients and Rebar’s audit firm other clients have significantly
negative cumulative abnormal returns(CARs) when Rebar files for restructuring. The
findings indicate that the market questions the audit value of Rebar’s auditor clients and
that of Rebar’s audit firm other clients as well. We also find that the CARs of our sample
are statistically insignificant during the first time auditor sanction announcement and
Rebar’s auditor clients experience additional negative CARs during the second time
auditor sanction announcement. Our multiple regression results also show that CARs of
Rebar audit firm clients are negatively related to their financial conditions, which is
consistent with the expectations of the insurance hypothesis. The results of the

monitoring hypothesis vary on alternative agency cost proxies.

Keywords: Rebar event, Audit failure, Monitoring hypothesis, Insurance hypothesis,
Cumulative abnormal return
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LU L T REEL Tk REL L7 zi

(1)-(2)

ALTMANZ 1.65 1.05 1.78 1.73 -0.13 -0.75 -0.44
DSHARE 26.37 12.73 24.13 13.65 2.24 0.66 0.87
MSHARE 0.19 0.31 2.08 2.66 -1.89 -8.40%** -4 26%**
MOR 12.43 16.34 6.55 14.97 5.88 1.56 2.44%*
DRW 1.41 0.83 2.69 9.35 -1.28 -1.65 -0.53
IND 0.28 0.57 1.80 1.63 -1.52 -8.10%** -3.70%**
PURCHASE 27.11 33.95 19.58 29.04 7.53 1.02 0.57
RSALE 16.61 27.05 11.83 15.51 4.78 0.74 0.34
SIZE 14.63 1.81 14.70 1.44 -0.07 -0.19 -0.79
GROWTH 1.10 15.92 12.66 37.86 -11.56 -2.40%* -1.27
LON 25.87 23.71 104.08 653.18 -78.21 -1.49 -0.42
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e A BEMEREEZH
Panel A+ B MEREfF2 L2 °

Lo BEBRTFFE B S
PREVEPMIFERAHE ¥ F(0=2])

(Hp BFFPF (%)

p gy - % @p 07/1/5 =% p 07/1/16 sz%2p Y0732

AR tiE© AR t i AR T &

2 -0.452 2.02 0.277 0.48 -0.201 -0.35
-1 -0.943 -1.66* -0.608 -1.06 -1.056 -1.74%

0 -0.713 -0.79 0.282 0.49 0.080 0.14

1 -0.401 -1.65 0.333 0.58 -0.693 -1.21

2 0.556 -1.23 1.797 3.14%* -0.611 -0.97

QR ¥ 5 (%)
2 2 2

© CAR X B CAR X B CAR X E
(-1,0) -1.657 4.11%* -0.326 0.16 -0.975 1.34
(-1,1) -2.058 4.09%%* 0.007 0.00 -1.668 2.59
(-1,2) -1.502 1.65 1.804 2.42 2.279 3.18%*
(-2,1) -2.509 4.54%% 0.284 0.06 -1.869 245
(-2,2) -1.953 221 2081 251 -2.479 3.07*

PanelB * BEMEREFFER 2L

P RFEFPMEFERHR VP F(0=179)

(Dp EFHPF(%)

[ F-F&p 07/1/5 =% ip 07/1/16 5% &p 0732
AR tfE AR tiE AR Ti&
-2 0.546 1.83* -0.167 -0.55 -0.286 -0.96
-1 -0.142 -0.48 -0.496 -1.66* 0.290 0.92
0 -0.355 -1.18 0.492 1.65 -0.120 -0.40
1 -0.842 2D 78%** -0.396 -1.33 -0.078 -0.26
2 0.032 0.11 0.336 1.12 -0.223 -0.68
DEFEFEMS (%)
2 2 2
%R CAR X B CAR X B CAR X B
(-1,0) -0.497 1.36 -0.004 0.00 0.170 0.15
(-1,1) -1.339 6.36%* -0.400 0.59 0.092 0.03
(-1,2) -1.307 4.59%%* -0.064 0.01 -0.131 0.04
(-2,1) -0.793 1.66 -0.171 0.87 -0.194 0.10
(-2,2) -0.761 1.23 -0.231 0.11 -0.417 0.32

PanelC + & f B &# gz Ao B ie &
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CAR £ 8 L  CARLE . i CAR£E 48

(-1,0) -1.159 0.62 -0.321 0.18 -1.146 0.48
(-1, -0.718 0.38 0.408 0.22 -1.760 0.74
(-1,2) -0.194 0.10 1.868 1.02 -2.148 0.90
-2,1) -1.716 0.92 0.456 0.24 -1.753 0.74
(-2,2) -1.192 0.64 2.312 1.26 -2.063 0.86
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# (n=174)

- F2p 07/15

CAR(-1,0) CAR(-1,1) CAR(-1,2) CAR(-2,1) CAR(-2,2)

%Kk tiE % #ic t e %k TiE G tiE % #ic t e
Intercept +/- 1.149 0.28 3.956 0.78 2.756 0.53 3.578 0.64 2.379 0.42
ALTMANZ + 0.520 2.24%x 0.675 2.39%xx 0.495 1.69%* 0.717 2.28%** (537 1.68%*
CPA - 0.833 0.65 0.517 0.33 1.029 0.64 1.453 0.84 1.965 1.12
DSHARE + -0.013  -0.48 0.006 0.17 0.008 0.24 0.010 0.26 0.012 0.32
MSHARE + 0.440 3.00%%*%  0.682 3.82%%%  0.620 3.34%%%  0.835 420%%%  (.772 3.82%%%
MOR - 0.001 0.05 0.003 0.09 -0.009  -0.26 -0.000  -0.00 -0.012  -0.33
DRW - 0.024 0.57 -0.053  -1.06 -0.007  -0.12 -0.074  -1.31%* -0.027  -0.47
IND + 0.675 2.8 %% 0.716 2.44x %% 0.565 1.86%* 0.999 3.07%**  0.848 2.56% %
PURCHASE - 0.010 0.77 -0.000  -0.01 0.007 0.43 -0.007  -0.40 0.000 0.01
RSALE - 0.003 0.15 0.002 0.07 0.011 0.38 0.018 0.59 0.027 0.87
SIZE ? -0.253  -0.92 0453  -1.35 -0.361  -1.04 -0.526  -1.41 0434  -1.14
GROWTH - 0.012 1.11 0.010 0.82 0.010 0.74 0.018 1.28 0.018 1.21
LON - -0.002  -2.46%*¥*  _0.003  -3.67***  -0.003  -3.25%¥*  _0.003 = -3.49%**  _0.003 = -3.16%**
Adjusted R 0.167 0.231 0.161 0.260 0.202
F-statistic 3.89 5.32 3.77 6.07 4.65
Prob. ( F-statistic) <.0001 <.0001 <.0001 <.0001 <.0001

(EFT )
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CAR(-1,0) CAR(-1,1) CAR(-1,2) CAR(-2,1) CAR(-2,2)

i tiE EES tig % i TiE % e t i % #ie t i
Intercept /- -11.491  -3.45%%F 10159 -2.63%F* 112233 -2.78%F*  _11.850  -2.38%*  -13.924  -2.62%**
ALTMANZ + 0.396 2.07%* 0.363 1.64% 0.428 1.69%* 0.376 1.32% 0.441 1.45%
CPA - 0.562 0.53 0.851 0.70 1.486 1.07 1.201 0.77 1.836 1.10
DSHARE + 0.041 1.79%% 0.035 1.32% 0.025 0.83 0.042 1.23 0.032 0.88
MSHARE + -0.063  -0.52 -0.043  -0.31 0.031 0.20 -0.027  -0.15 0.048 0.25
MOR - -0.048  -2.23% -0.036  -1.44% -0.037  -1.32% -0.048  -1.5% -0.050  -1.46%
DRW - -0.105  -3.08%**  _0.061  -1.54* -0.069  -1.53% -0.011  -0.22 -0.019  -0.35
IND + 0.056 0.28 -0.087  -0.38 0.019 0.07 -0.140  -0.47 -0.034  -0.11
PURCHASE - -0.012  -1.14 -0.007  -0.61 -0.013  -0.93 -0.003  -0.18 -0.008  -0.49
RSALE - -0.007  -0.40 -0.000  -0.01 0.009 0.37 0.010 0.37 0.019 0.67
SIZE ? 0.629 2.82%%x 0.571 2.22%* 0.698 2.37%x* 0.614 1.85% 0.741 2.09%*
GROWTH - -0.004  -0.40 -0.003  -0.29 -0.004  -0.35 0.004 0.33 0.003 0.24
LON - -0.001  -2.16%* -0.002  -3.33%**  _0.001  -1.46* -0.002  -2.14%* -0.001  -0.80
Adjusted R 0.145 0.114 0.045 0.052 0.019
F-statistic 3.47 2.86 1.69 1.80 1.29
Prob.(F-statistic) 0.0001 0.0013 0.0742 0.0520 0.2308
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Foo G op B F RS (%)

IFEYCFEY RS = P Hi g3t =
(n=200) (n=847)
- % p 07/1/5 AR t e AR t e
2 0.458 1.64 -0.083 -0.90
-1 -0.218 -0.78 0.105 1.15
0 -0.389 -1.38 0.244 2.63%%%
1 -0.803 2284k 0.1531 1.65
2 0.087 0.31 -0.0463 -0.50
F-statistic 150.18 1518.88
Prob.
(F-statistic) <.0001 <.0001
Adjusted R? 0.896 0.989
o AR R F (%)
TREREREE VR AT S His g frgapert
(n=200) (n=847)
o CAR - CAR -
(-1,0) -0.607 2.32 0.349 7.11%%%
(-1,1) -1.410 8.08*#* 0.502 9.49%k*
(-1,2) -1.323 5.38% 0.456 5.92%*
(-2,1) -0.952 2.75 0.420 4.94%*
(-2,2) -0.865 1.82 0.373 3.14%
FZp LB R
2 CAR Zi
(-1,0) -0.960 0.55
(-1,1) -1.912 1.40%
(-1,2) -1.779 1.30%
(-2,1) -1.372 1.00
(-2,2) -1.238 0.90
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Non-Audit Service, Auditor Size and the Value Relevance
of Earnings

Hsiu-Mei Liao
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Ya-Wen Shu
Bank of Taiwan

Abstracts

This paper examines the impact of non-audit services and auditor size on the value
relevance of earnings (measure with earnings response coefficient). Our samples include
2,958 observations of TSE (Taiwan Stock Exchange) and OTC (Over-the-counter) firms
from 2003 to 2006. We find a significantly positive relationship between non-audit
services and the value relevance of earnings, which suggests that the provision of non-audit
services by auditor reduces investor’s perception of the information risk associated with
the reported earning, in turn, increases the value relevance of earnings. In addition, we find
that the value relevance of earnings of Big four clients is significantly higher than for
non-Big four clients. The results indicate that the big auditors have stronger incentives to
provide higher quality audit, then they can mitigate the information risk associated with the
reported earning, in turn, increases the value relevance of earnings. However, the provision
of non-audit services by Big four auditor is unable to further increase the value relevance

of earnings.

Keywords: Non-audit services, Auditor size, Value Relevance of earnings
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Hemaam b ' 2 & & BAZH € 3PP TR 298 F o Flt o e B3 Tl

(FRFTAZ By e 2EqgEsd ) Ramiketimh baiaiF o

Y eI FVRBEEVS TR AR npeE Rl G
‘@Eﬁﬁﬁ(u BF e REHTR ) SR PR T A R
FERFNLE TG - R o blde D Goreetal. (2001) &
REHREFA  FREFFRB AR EE GG LA EFRA TR AR
B o % B SEC L z_p 2001 & 2 * 43@ Rz EAFP Mﬁ?:}%?@%?*’é\”’ 2 H
PLFIIRIE N p DT A2 P FIRET o MIRGE D Y R AR g R
AR F S R B o B Frankel etal. (2002) % L% 2L ’"”j J Hul F
G5 R ARG BREFRAGRAS L RT L FiLE 272G
SRR A 0 Mg SRl Tk o 2@ > Ashbaugh, LaFond and Mayhew (2003) %
A0 B R P RS FEE K FPE Frankel et al.
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Larcker and Richardson (2004 ) » 4f %@ Frankel etal. (2002) &%= 3 > % JLE 14
DR (PRFFAREAFEOR) FLEPIARLE F 522
2 4’2%? Wertg BT fAPRE o DeFond etal. (2002) Rl R2EF 27 | D
WE T ERFEV I HEBISYFARLES > EF BN AFT I LN
i ° Francis and Bin (2006) # H¢ F @47 2 pF > $hB 2L F PR blIE
ESEAE ’%’l? A g eTRrH P VMR @ ;fi”gﬁ}l% BT R TE e AR
Ghosh etal. (2009) #rizF # MALFFIRIFD PR @ik EFM G o ¥
¢} » Lee, Manda and Son( 2009 ) ~ ’f FLFEE I IRIEE B PR 2 apF A % A (audit
reportlags) S B F f Ap R - 32 2 g‘”éﬂ?ﬂ*#&?“ FIRIFE LR R
FULREE S FENAE R RAFIF o RO APFELOEREL o
f__ﬂ B R R HEA Y > w0 Guletal (2006) 122 \#i@f’f BT FWE

LRV L FAY E MR REF Mo 2 d 2 Az o7 2 Ap
mﬁ&g@ﬁ,ﬁp;’%m\ ék~§?ﬁ%%@‘ﬁ£%?ﬁﬁ%’§
e EITHEE Bt X R AR IR H I A BT
Mg ‘*‘Kﬁ;f]‘ > Reiner and Warming-Rasmussen (2009 ) 14 4g & <hF #2138 (7 4

FoR YR A S EHAFPRG LI §RPRT R el Ry
B R AR IR ;;;ﬁw fEn s g PRI E L g
BT IR AR B T ARG g b e Y o

AL ZTIFIEAFT AR L ARBRELT A REFEPN DM v
iliﬁoBw@ﬁv@n@mumMﬁuwgpiﬂW’VH%Q“WE
TR E S REEFPRBAT R EF VST (ERE RS p RHB IS
P AR RFAT o bldrt 2222 % 4 (2003) 2000 # % 2001
FEoro XA G R RE A  R2EF R R B 2R PRI T
o AR EZEF R A EREF VST o HF RS R e‘t«“ﬁ » 2LB LR
ﬁ%ﬁﬁﬁﬁﬂé v P EEFAE R F LM e THRGE IR ENETF

R ABTE N (2MM)‘1mm2ﬁa,mm3ﬁc%?—kg¢wmiz;wgﬁt
i?ﬂﬁé'p%? FRAE T ERPEAF BT RIS ST A
%ﬁﬂgﬁﬁﬁﬁﬂﬁﬁfﬁilﬁpﬁﬁﬁﬁ’Eﬁ%iﬂﬁ%?mﬁ%’
EIEFE LT HILE B g mwaeg 7@ = f¥ - Chin, Tsao and Chi( 2007 )12 2002
ﬁ£2%3&F?ﬁé'pﬁ@ AR E p ERBRERST M B
%%@ﬁﬁ%fﬁﬁﬁa@%ﬁﬁ%&?&éWQoﬁwﬁﬁ’*@%i@i
BT A7 32 3353 85 8 BP0 2004 & R d s g g ns-me
SPATERE R S BEF AP PE XL BMERT KT R o LEF
g&ﬁﬂmv“’ﬁiﬁdﬁﬁ%ﬁﬁﬁﬁﬂ*%%wm“ﬁ’gﬂﬁiﬁw
bd et 1 E RS g»LEﬂ;m%)‘L! | ¥5F 5 gﬁ\’“lg—f‘ MR
F# ' o Krishnan (2004) 2 &481= -~ %455 2 m AL (2005) ¥ # RE K%
e IR G BT EZ R CRBLESFHIETN EFFLE
T AR T o Flpt > IR X R NEE > A M IAM R €35
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Fronfed JIeng B T 0 6P HE PR EZEFIIRBEE ST L e R
Frau g% aEFFTETLIdARETRNERS o
dOTRPR PRI ARG R G HE R R G R AAG R
{@§%§&?4%2?§%%?%ﬁﬁ’éﬁ%ﬁﬁ%ﬁ%ﬁ’%éun%
(A Y S R Ik S SRR LR SRR A e
PEFORET AL A6 3 RALE Flt o A B AEYEFIIRBEF
PETREL e 22 AP TBER L AeT (BRSS!

I
H

T § R APV RAE LR LRAG Eh .

0 R PR R R R
£ 3 #F hF & F 0 blde Dopuch and Simunic (1980) ¥ 3 dp 01 » K F
i AEFFERTOAPA R RF OS2 FliEk h ﬁ%ﬁ@
iﬁéﬁ&??wﬁwﬁﬁﬁw(%éiwﬁ [ e ' * ﬁ
DT RS ORT A F 0 F7 A b Mﬂ* 5 ¥R
ﬁ,?zji&@*k{; o bﬂéf. sz % (DeAngelo 1981)c gt #b » % A & 3HfF F 43
iy b Pl g (deep pocket) @ TRETEFIA R 'R B 0 F S g Fl2
B EF ST OFIRIA(Dye 1993) o @ FEF L 7 5 L3 g R BHOTRECH
o B @A @ik g < (Teoh and Wong 1993; Gul et al. 2006) o T &
A R FAOTHGY G ORI B AT I S MR A P 5 A E S N R
Gib o RERT A AP RRE TR ARRF LA H PR E
ﬁgﬁoyﬂ,gé@AQg?WEﬁ%%%£§¢Wﬁ%’d**ﬂ%?ﬁ
TP ETRE §REAFVRBEF I ST s BT a2 Y
FEEEL G PR B BT g R o F T 2 A ER- S A
HE-H T EEFFEBTREHFAY ETHET R A2 DR TR
i 2a 2 2b (M GRSt 2 )

Hoa: 2 #d A J g FEBYREAPIRBE  HNE L §1FTH
00 1 AT E B IERE o

H2b: £ % 2 Al 3 FF S 9THLE L33 R > S H 6 3457 ¥
e B Paip e Mg RS -

SRR R R

Av g BARIZEF PRI E TR BCE ZAY BT BT SR T
B A 2 ORI H S 2R F IR ?ijz-w%%ﬁr% T HP B AR RIE R T
% (cross section ) i fF -3 K RISE H AR U2 B o vh o 4245 2002 # 10
3P BITZEEFTAMBFELSHYEN S JL: T2 -2 PAFLD
Bl ENETREE AR AR AT - H RN HIR 2 27 0 p 2002 g3
BAe s & AP #gj‘&%%)‘l-ﬁikgﬂ-f\#*g EA—F‘ , éécji'?k—-{h'%”ﬁ JEE DN
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PR RhBEF o EtEI oy oHT L o HBoTORAZE A FLES
2P 2% L% 254 A (nonrandom sample ) o % 12 @ s OLS( Ordinary Least

Squares » f§ L OLS) 3 F i § A2 Wk i3 e p AEH M KF (Maddala
w%Tm"ﬁiﬁ*&pxﬂﬂ‘ﬁﬁ%ﬁﬁ%@dﬂ%?}MMMMDW)
RIS RSB R REFREA R - FER P A Probit Regression »
HARFS ﬁk? Tle- § R AR AR E P IMBTE
¥ 2_ %)% » I i 2+ Probit Regression 2. Mills & t* {7 (Inverse Mills Ratio PRV
N2 )Y 5o prER L PAEF 2 #chc) (Earnings Response Coefficient
4 ERC) "5 e > &4 £ 2% 35 R0k ~ $ 97 RH02 2 um E3 S
o 5 (Gul et al. 2006; Ali, Chen and Radhakishnan 2007) » 2 {3t iF 3¢ 4e

» & - 1 ﬁi/ﬂ\#frﬂiﬁ’n« Mills & v &1 (A ) 1% 5 34 %8 " @E AE

EART g -

I %% - FEEeh Probit Model » & % 1235 B w0 e gk > 127 A2 250 iR
NP AT e - EFREY AFIIRIARZ B AR PR

Y, =a,+a, SIZE, +a, INVREG, +a, ROE, +a,LOSS,

+0, DE, +a,DIRSH, +a, AUD, + 4, (D

Nlud
An

Y RApulAl R a0 e g AR AR H
F’B%ﬁ;ﬂk?\;&ﬁl’ —7;,10"

SIZE: 2> @44 2 & RAFT AP P A5

INVREC : % [ & efetedn & WF A v &) 5

ROE : jE FaF v - fiLts y‘iﬂ"éf VRIS @ -3

LOSS : m# %l 2@ % - ERZEFHKLZ 1> FRE 03

DE: f & ERREFHURAT A

DIRSH : F £ #9t b] » 23MF £ 4004 2 2 onid b s dieant b ;

AUD: p#t %l Fo P EBRP =~ g FERATFRL 1 FRIG 0

7 g 32 \;""ﬁ‘h'ﬂa““?fk ‘fﬁ;:{»’a@ HRe g—‘ip;ﬁﬁf_%@‘"«,, 2LpRGE > A E P ;}g,;gt ¥

R F > R E e - g*Lm&% Lt pRIE N £8P 443 M - Maddala(1991)3% 5 %
A2 3| %] iE % (individual choice) » # & ¢ A& & ZEAE % 4 fie (nonrandom sample ) e

SMills £ b (A) 3 E2RE 4 =9@)[0@) ] B g2 DA S EEY B4 RSB B
Bads R LA ﬁ’f°m?‘)§i\—l"ﬁt
? Ball andBrown(1968) %5 LB PR R RS TFRAGFY FAORHERY
AHFPEELG BEEM G- ”’%F )’%l‘*ﬂimr’ Kormend1 and Lipe (1987) #7f gx— i 5|87 5 9035 &
Rt L H “‘;;5; LE - ARIFH R AL BV EM
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(1) P 5 B p FHc2 EHEP 4o 245 Abdel-khalik (1990 ) ~ Chaney,
Jeter and Shivakumar (2004) % Eeact ~ SRMP 2 3 % % (2008) 27 % » &
FOP PR AEREFF T EOTHE LG T E C AP 3R
g oMo Fpt A gty X R R D P § R 2L IR
REREMBPHEDEERE AP EL 0 > A2 AN UBAFTABp "*‘i"f
# (SIZE) * & j & etk i & WF A & (INVREC) g 2 7 RH% 3
AR E‘f?ﬂfﬁqﬁ-ﬁﬂi*%ﬁfiﬁﬁ B e FJZzz»mr—ﬁ,]‘\gii
AT APHABLTRALHRTA A2 PR G T F 0 ML
o PG FIE R TR PRAr ke i ﬁﬁijzz»*u:, AY UEFAEPF R W
- EREE 744 (ROE 2 LOSS) i¥ 4 78 & @ A4 »e e o A4 730

BURFF G RBEBEA T 0 f A AP TR R GG v
FERRLY S RRAE G fs ﬁ*’ﬁ%@%’éﬁﬂaawwﬂ%%ﬁ&o%
Ao RGNIE R R EREEA S 0 PR A TS 2L NI A g *’%

EFEFAH MR RE AT VR § e R EFIIRIEDE L ITRY 2
FRAE o A ERFTEFR B (DIRSH) 2 § & 5 (DE) 175 R
R BB TN ETH GGl f e F g% RS A g F (Parkash
and Venable 1993; Firth 1997 ) - # 5 » Abdel-khalik (1990) 325 iz € FHfF &
ARG S 0 fF S REEF IR RN P RE e & f AT
PRR 2B MR A up e 1 /2he * g B (AUD) kg 397
HpC o

FOREGNFAF B GENA S AR XA BRI BT
2 H v P fié‘ﬁizﬁ o PR R 2 (Gul et al. 2006; Ah etal. 2007 ) > F fiw b

A~ ?‘ﬁ— PB4 B {F Mllls FOLGlieadrd)| e, M8 p N EBBL
R A R ER AT
SCAR, = f3, + BUE, + B,UE, x NAS .+ 8,UE, x AUD, + B,UE, x NAS, x AUD,
+ B,UE, x PER, + ,UE, x BETA , + /,UE, xVAR, + f,UE, x MB,
+ B,UE, x DE, + B,,UE, x NEG, + S, UE, xSIZE, + B,,UE, xTYPE,
+ BLUE, x 4 + &,
(2)
,,’_El‘ v

SCAR: ¢+ 24 L HFIREMRAFR VWSS
UE: AFFH P4 2 ¥tEZ 182 R FAFgH o L 1400 TR

Z_
NAS:%ﬂé\ﬁf—i@?b%%J‘é\?#&%ﬁ;{fi'ﬁ (?L%;‘Lé\% ‘-_!' %;‘L ?’7 LL ],}IJ
e Az - i) AR ARET LA )RR E0;
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AUD: 2P d w4 g3 R TaPiF®: 10 FR5 03
PER : Z44F 41> N2 m8EE WM P4 ILp Nph 8 2
BETA @ 4 %h % > " FAF A TH S (CAPM) #E 2 ;
VAR : 4% 8 Mo 7 w8E & R P42 LB I §+F 2 ]
MB: =&#¢ 7 FH E8iEs ke § @22

DE: § i & &ERRL FHUAT A

NEG: # =& a2 i Z15 f K510 FRI3
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SIZE : 2 @ R4 Z £ RRFT AP Rt
TYPE: $27 543 27 ¥% 510 3050
P st (1) B3 E I ZMIllF v b e

(2) " F M B EHRP 40T D ARFES 6 0 A YD B
ERABRAEP > DHREBOT R VP FEE (standardlzed) 10,
AR R E K (SCAR) - 4 2 pr AR ey BV & 5 ¢
S EATAYFE U F (Basu 1997) d WAL A U 6
2 g k- B4R (Gul et al. 2006; Ali et al. 2007) > F]pt & 2 % i 8 4
THEEVERTAYPR LA (B4 5 1PIRE4T 300 ) a 39/
;;_mSCAR Plc AR MRl BRI 2R Anie24p 0 e o g
FHBET B A EYEPE NN RGP FRETE 5 N F) s AR
E4%4 (UE) .—wﬁﬁﬂw*Wﬁfwvm»uﬁpwwlzﬁu (Ali et al. 2007 )
BPEEIRTE S G (NAS) »d 3t 2P o Aapdl9r) 2 7@ g2 2
PRI G ZRE . F > A WENDTEF R LB O EE (F
:}*;«*,ﬁf‘l—’\?ﬁj & ﬁ?Lx\aF,ﬂf e A2 - b ﬁib%gié}?éﬁTrﬁii L
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Pave A /by A R REEHERFL > Fd Rp e L gFFERT (HERR
Pax g Fs oA AP 2dRA 1 FRE00

v

JRE2 5 o f 0 B - RS TR Mills £ 6) (1) 173
S AERBLOPES AT R R BeF R
¥ WHP 40T  Kormendi and Lip (1987) #_& 2 %@ﬁ‘i
PEAFARFAD YL BB IR - FIRFFRE > ¢4
PRI I Fla BEFAFE R % ¥k - Kormendi and Lip
. Colhns and Kothari (1989) % Alietal. (2007) '+ % IR 3 43 4 %
F R GEEBELRM A T PR APMERZAFIR
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§4ﬁ BE o f 10 e SR G R BE B BIRE R B M e R Y R
A (CAPM) R AP ks ks (BETA) "o @ép2 jh#s g
AR Y “ﬁ;;ﬁfj‘ T A 4 e X P2l 4 (Warfield, Wild and Wild 1995;
Gul et al. 2006 ) > ;’Eciéﬁﬁf@njﬁﬁw g AP ZRERLIEE IR
B Hic (VAR) 165 Collins and Kothari (1989) % Mm% 2 @ 7 ORB L.s;;ramk £
We O RFAEIL2ZPEIMETRE > wFHAF LT g‘@—koijuﬁ;&;‘?—ig
*}-}v}g_;_rivﬁm il ez v (MB) 5 S &8¢ SR8 FE> 5 7
L5 o Aliet al. (2007) 4p I AR B 2 2 ¢ FARF i Thdc g i<
j\v g (DE) 4 E e E A5 & B 5 - Hayn (1995)
WA 1#5 EWENL AR FTAF ST ARIFH KT AHFLIF
6 A PO B A e - R N S AR L e & e @4 (NEG)
HEHF BGENEE 2P R RPHF B GERNPEL T - &> BRagr
WAL B Lok Rl NIZREC Flpt A o o 7240 (SIZE) % #icte 1Y
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P2003& 60 1 ppEeyFEasrl hEmE PR R TR T BERE g mezwn

w2 s Delo1tte and Touche > = & B'F i “fL 8 2317 ( eloitte Touche Tohmatsu ; DTT) %

Save- g R o

PSS ST

AEPS |, = A, + L,AEPS |, + &,

¢ AEPS, ~AEPS | i 27 %t ¥ 1 PERPHngeHe 1, 0P L FeEEE

Ao 2P 8 AL PRTAFEEZAEFE > bldo 2 1995 & T 2002 & FAFH 3 2003

E @A i

kv kb % (BETA) €3~p TEJ FALE » 4394 TEJ FH R Snim - - &4 Beta T Lt - &

HF AT F AT A LR A (CAPM) & 2 -

A2l 2P 8 E SR fs,g%? Flat SR L K HFE FAAS G B bldo 2 1995 # F 2002 &£ 5 %P

AT AEDRE L L F3 2003 & FARgH B AR o

17 b4e © Warfield et al.(1995)% .2 7 L4782 @402 489 5 & 4p M > {z Teoh and Wang(1993) #r4j !
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R AERZ TR RO

-Aw%zmug; BACE RoBHE o0 R ApM R TH < 0 A
LV MBETEAFIOF TN AT HF L 2003 £ 3 2006 £ o~
PZEHERRLEPR LSBT TREE Y PR R WL T
IBpREFLETHE S G S RARM AL I F AR T
B B 3 B2 AR E R TR - A EHBTHE

kv A B2 A 42003 £ 3 2006 & b AEE X B T R Y o
TE2ZET BB e T BRI o d ARG *i\i*‘u’ =Ry
R wFIEL 2 PR ANY L > PP T ELFRMOEH] AP
FRPFRNGEF B T AP E N R R g%ﬁﬁ%owﬂ,;
FEFRFTAE - R he o MO E L 2 PR A RS 50
FLERECHT RS S PF AP EHAN I p REFIFH RS 2]
Ié__%p/’w\_;"mﬁ,gﬁ”lg"*ﬂ%_}igﬂ"%l’#l’ Ae R A4 2058 BELEE - &
S LB ARRENLBERASAREY ) A-VHERLERF AKLDE A
X0 PRI eniFA) oﬁj\gj}.@_- AELS K REAAL - 7m0 d A2 F
FRAXHRAFZFATFE > b7 2MRABEFES 51.42% 0 H =Bl & 5
FHBAE PRECFIEFMBAFPRBLFE L A I EBEE

B me A

- AR E

2z A AWt R o A BT 1447%F hiE L% PRI
FoRMTHRAY w gEFMHE T4 23 ﬂmﬁﬁwwvz@,afgg
2.12%tF ko P L e < g EAATAY o & F% (TYPE) » & #R

SER AL DTG 6542%5 1P 2P

A L B2 Pearson AP e BN A w o d dw W OUF AL T
8 H 4P (SCAR) # X3 @4 (UE)~ 233404 (NAS) Z A ¥ 240
B oo @ —'I’i’ii@‘ 'TLH-»%#— (AUD) LA % e ¥ % &?'E‘ ijZ"”Tiﬁ.ﬁ&_ (AUD)
B FPIRBNAS) L F LAY - BT § BB EF IR F L
woX Rk e Bl R IR H 6 0 2 7240 (SIZE) &7 3% (TYPE)
AORE ek S > 5 052000 B F B O @ e FARAER L H S > O FRH
(SIZE) & 2 @ b % (BETA) coip M e 5 04285 &for ~ = 7 cOb "G F ©
I H e p REF 2 M BEI57 F 0 30 R & MU (multicollinearity )
g A2 ¥ B HOUE B (variance inflation factor, i§ & VIF ) Bl3& 2 >
AP L R VIF > ¢ A2 1222 B Bor & Rl £ AR g5 7
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- BAWEERASRNY

ER Fdic B (%)

2003 630 21.30

2004 742 25.08

2005 761 25.73

2006 825 27.89

&3t 2,958 100.00

2= EAAELGHRIRE

A¥E L X7 % NAS % #h 3 NAS — T oA
ki & 23 5 28 0.95
a5l ¥ 63 10 73 2.47
TR 72 5 77 2.60
kK 173 12 185 6.25
TR 147 28 175 5.92
TETH 47 2 49 1.66
- g 165 18 183 6.19
PI R 17 3 20 0.68
BRI ¥ 24 2 26 0.88
g 84 21 105 3.55
BB ¥ 31 4 35 1.18
RN S 4 11 15 0.51
TMETF 1,274 247 1,521 51.42
¥ o % 110 13 123 4.16
f iF ¥ 52 4 56 1.89
BEEE 31 3 34 1.15
AR R 34 9 43 1.45
# i 179 31 210 7.10
&3 2,530 428 2,958 100




gFrE P 6l
£z KupPurEani
2 ¥k e T
Panel A : & % #&
SCAR 0.0032 -0.0054 0.3255 -0.1361 0.0515
Panel B: ¢ %% % #
UE 0.0195 0.0064 0.8485 -0.5460 0.1472
NAS 0.1447 0 1 0 0.3519
AUD 0.8212 1 1 0 0.3833
Panel C : #+#| % #&
PER 0.2453 0.2330 1.0115 -0.4919 0.3232
BETA 0.7957 0.8046 1.6725 -0.0650 0.3598
VAR 0.4495 0.3597 2.1368 0.0864 0.3214
MB 1.5185 1.2400 6.9700 0.3600 0.9675
DE 0.4030 0.4017 0.8827 0.0780 0.1571
NEG 0.2045 0 1 0 0.4034
SIZE 15.1511 14.9998 19.0467 12.9218 1.1702
TYPE 0.6542 1 1 0 0.4757
SCAR =t 5 ¢+ P4z 2 A2 B A4 R ¥ g7
UE =47 @4 a%tﬁ&t1&74”£;’f¢%fﬁ§i T Ep AR TR 2
NAS =$2@fgtgiat :}&@z.*i(ﬂ*%%\ﬂ PFFP I blEe Az - RGP ET L
FaAnutx)xs 1 BRG
AUD =2 7d e % g imE e Tﬁf"—‘ﬁgal EN:
PER = F4£FHMH o P 5 8 & XL Fa— |F pf\#pmfﬁﬂf
BETA = i sth ' H* FAFTA LRI FE 2
VAR = Pé4gblic: 127 % 8 EF L P 81 g 2
MB = 2E¢ 3 50 EHEF OEG § 2t
DE :é‘IPLLi _&F‘&égél f”??‘g
NEG :‘E\j*‘ﬂp-v?fmwrl’? wﬁ" F]r/{?l ?-E"J;‘»O
SIZE = 2@ 2 ERRFT AP A4tk

TYPE = F2& 2+

BAPERE L EMEO
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UE NAS AUD PER BETA VAR DE MB SIZE NEG TYPE
SCAR  02647##¢  00800%** 00123 00450 00463+ 00202 00286 0.1044%5% 0 1122%%% () (368%FF  )0685%**
UE 0.0001 00133 0.0030 0.0595* 00108 00448 (01075%* 00035 026534 10,0064
NAS 00365% 004574 007200  00350* 0.009 0.1257%%%  (1251%%% 0847k (0627
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Abstract

This study aim at examining the threshold effect between research and development
(R&D) expenditures and company performance at different firm’s operating cash flow. The
sample selects the electronic listed firms in Taiwan from 2001 to 2007. Empirical model
uses the panel threshold autoregressive model by Hansen (1999). Our results show that
there is significantly asymmetric non-linear relationship between R&D and operating
performance. In other words, R&D present a positive significantly effects on firm’s profit
while operating cash flow is high than the specific threshold value. Additionally, R&D is
found to be negative and statistically significant relationship if operating cash flow is
smaller than the threshold value. It, therefore, it will erode company profitability when
firm’s manager raise R&D expenditures for increasing the profit in short term.
Consequently, our overall results suggest that manager need to incorporate the level of
operating cash flow into the R&D active to advancing firm value.

Keywords: Operating cash flow, Research and development expenditures,
Threshold effect, Non-linear relationship
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