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. IntroductionⅠ

Accounting is a product of its environment. It evolves

to meet the needs of the users in that particular environment.

As the capital market becomes seamless, the world is

becoming more interdependent than ever. This is evidenced

by the prevailing global financial crisis. Having just one

set of accounting standards is most ideal in cutting cost

and facilitating comparison. While both FASB and IASB

have been working on the convergence project targeting

to achieve a set of global accounting standards, the pace

is relatively slow.

This paper attempts to assess if there is any difference

between the association between stock prices and accounting
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numbers prepared under U.S. GAAP versus under IFRS.

The fear of losing New York as the world financial center

prompted the SEC to allow foreign registrants to apply

IFRS without reconciliation. In addition, the SEC’s interest

in facilitating comparability among listed companies

universally has currently proposing an option for US firms

to voluntarily prepare an additional set of IFRS financial

statements Hence, it is essential for accountants and

investors in the US to understand the major differences

between the two and to assess the underlying benefits

of IFRS adoption. The impact of which may be unfolded

in the stock price. The findings of this study will indicate

whether it is realistic for the SEC to require just one

set of financial statements prepared under IFRS.

This study re investigates the usefulness of recent 20 F‐ ‐
data on accounting based valuation models: earnings

capitalization, book value of equity, and Ohlson (1995)

and provides the effect of other information in 20 F captured‐
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A B S T R A C T

The SEC has allowed foreign private issuers prepared under IFRS without reconciliation since November 2007
and is currently seeking feedback regarding its consideration of allowing US listed companies the option to file
supplementary financial reports under IFRS. This study re investigates the usefulness of recent 20 F data on account‐ ‐ -
ing based valuation models: earnings capitalization, book value of equity, and Ohlson (1995). The purpose of this
study is to provide the effect of other information in 20 F captured by differences between IFRS and U.S.GAAP‐
accounting numbers on value relevance of earnings, book value, and both. Using 35 European firms during 2006‐
2007 in a number of European countries and a range of industries, this study shows no value relevance of differ-
ences in earnings and book value between IFRS and U.S. GAAP. These results imply that IFRS is comparable
to U.S. GAAP and the elimination of 20 F reconciliation is suitable.‐
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by differences between IFRS and U.S.GAAP accounting

numbers on value relevance of earnings, book value, and

both. Using 35 European firms during 2006 2007 in a‐
number of European countries and a range of industries,

this study shows no value relevance of differences in

earnings and book value between IFRS and U.S. GAAP,

implying that IFRS is comparable to U.S. GAAP and

the elimination of 20 F reconciliation is suitable. Moreover,‐
these findings appear to suggest that US companies may

not take advantage of SEC’s current consideration of

allowing US listed companies the voluntary option of filing

an additional IFRS financial report.

The study contributes as follows. First, this study

provides recent evidence of the usefulness of recent 20 F‐
data on value relevance of earnings and equity book value

in cross listed companies in the United States that adopt‐
international financial reporting standards (IFRS).

Secondly, this study documents the effect of other

information in 20 F (captured by differences between IFRS‐
and U.S.GAAP accounting numbers) on value relevance

of earnings, book value, and both. Finally, the results

of this study provide recent evidence of the quality of

accounting numbers based on IFRS as compared to those

based on U.S. GAAP and facilitate SEC’s determination

of the incorporation of IFRS for the U.S. issuers.

The rest of the paper is organized as follows: Section

discusses findings in related prior studies. SectionⅡ Ⅲ
outlines the research design and the sample. The results

are presented in section and the robustness is in SectionⅣ
. Section concludes the paper and Section showsⅤ Ⅵ Ⅶ

addendum.

. Literature ReviewⅡ

Street (2008) conducted a study exploring the reasons

for favoring the use of IFRS by US SEC registrants versus

not allowing US firms to adopt IFRS. Among the reasons

favoring IFRS adoption include: Enhancing comparability

with competitors; presenting opportunities to US

multinational companies in standardizing accounting and

financial reporting policies, centralizing processes,

improving controls, reducing compliance costs, and helping

to improve cash management. In addition, consistent

options for all registrants help to avoid competitive

disadvantage and to move towards a single set of high‐
quality accounting standards.

On the other hand, there are various reasons supporting

the perception for allowing US companies to apply IFRS

as premature. One issue addresses the incompatibility

between IFRS and GAAP since there are some significant

differences between these two dominant accounting

standards. IFRS net income was significantly more than

GAAP net income: the gap between 2004 IFRS and US

GAAP net income was also significantly higher than the

divergence between European GAAP and US GAAP.

Another issue relates to the current endorsement processes

of the post issuance which are inconsistent with the goal‐
of a single set of high quality standards. Several‐
jurisdictions attempt to modify IFRS to serve their local

needs. Furthermore, firms may not be ready to satisfy

many prerequisites, which include training and educating,

required in the US prior to reaching the goal of a single

set of common, high quality standards.‐
Differences between US GAAP and IFRS have been

identified by Hughes and Sander. While no major changes

in IFRS will be implemented prior to 2009, the

implementation dates for new standards during 2007 and

2008 will be delayed until 2012. By the end of 2008,

significant differences in operating segments, the Fair

Value Option, and borrowing costs have been alleviated.

Nevertheless, there are areas of differences that are not

addressed in either the short term and long term‐ ‐
convergence projects. These include: Inventory, Property,

Plant, and Equipment, and Share based payments. Under‐
US GAAP, LIFO is allowed, whereas the reversal of

inventory write downs is prohibited. The most significant‐
difference in accounting for PPE lies in the revaluation

under IFRS, whereas historical cost as per GAAP. The

area of difference on share based payments relates to “the‐
treatment s of volatility, the measurement date, and the

determination of expense when awards are modified”

(Hughes and Sander, 4).

The empirical study of 12 companies conducted by

Hughes and Sander revealed that the sample EU company

Form 20 Fs demonstrated significant differences on topics‐
covered in the short term, long term convergence projects‐ ‐
as well as those not addressed in both projects. Consistent

with Street’s study, the net income generated under US

GAAP is relatively more conservative. Nine companies

showed reduced net income, two had increased net loss,

and only one showed an increase in net income upon
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reconciling IFRS income to GAAP income. The contributing

topics led to income reducing adjustments relate to pension‐
and post retirement benefits (4 companies), intangible‐
assets (2 companies), revenue recognition (1 company),

income tax effects, property, plant, and equipment, and‐
share based payments. For example, IFRS does not require‐
recognition of up front fees over the life of the contract.‐
Mixed results were found on reconciling financial

instruments. One company reflected an increase, whereas

another one showed the reverse. This indicates that

“reconciling items pertaining to a specific topic may

increase IFRS net income for one company and decrease

it for another” (Hughes and Sander, 5). Hence, it is difficult

to anticipate that whether the adoption of IFRS will always

give rise to an increase in net income. The effects could

be considered to be on a company specific basis.‐
Morais and Fialho conducted an empirical study on

203 European listed companies drawn from five countries:‐
France, Germany, Italy, Portugal, and the UK. They

investigated the level of compliance with IAS 39 in 2005

the first period of mandatory adoption of IFRS in–
Europe. Their findings indicate, with the exception of

the exclusion of transaction costs on an initial measurement

of financial instruments, the level of compliance with

respect to the measurement requirements in IAS 39 was

high. Nevertheless, this exclusion was considered probably

to be insignificant, as none of the surveyed firms received

a qualified audit report. The level of compliance varies

with countries. UK companies led the group in having

the highest compliance, followed by Italian companies,

Portuguese companies, French companies and Germany

companies. Contrary to their prediction, neither institutional

factors nor company factors had significant effect on the

level of compliance. The results do not have persuasive

support for companies’ specific factors such as auditor,

size, being cross listed, profitability and number of years‐
of IFRS adoption. Only country and industry demonstrate

significant explanatory variables. German companies tend

to have less compliance than their UK counterparts. The

level of compliance with IAS 39 is higher for financial

institutions than non financial institutions. Their study‐
appears to present “a positive signal for the harmonization

of financial reporting of EU companies” (Morais and Fialho,

p.237).

Some prior research studies investigate the association

between stock market values and reconciliation measures

The results were mixed from the association between

stock market values and reconciliation measures. The

studies of Pope and Rees (1992), Alford, et al. (1993),

and Chan and Seow (1996) suggested U.S. earnings were

less relevant than earnings prepared under foreign GAAP,

while the contrary result was found in the study of Amir

et al. (1993). In addition, when the foreign earnings were

reconciled to U.S. GAAP earnings, Harris and Muller

(1999) found a positive correlation between earnings

reconciliation from IAS to U.S. GAAP and market value.

However, they did not find any relation between earnings

per share and price per share.

Henry, et al. (2008) includes an investigation of the

difference between GAAP and IFRS income and between

US GAAP and IFRS shareholders’ equity. “Across the

EU, significant variations were found in net income and

stockholders’ equity by industry and by legal original of

the firm’s home country.” Twenty eight percent of the‐
75 EU cross listed firms or sample firms reported 2006‐
ROE under IFRS is more than 5% higher than under US

GAAP. However, with respect to reporting ROE more

than 5% lower, less than 10% of the sample firms was

found. Finally, value relevance in general appears to be

pertinent to shareholders’ equity reconciliations and income

reconciliations. They conclude that significant differences

still exist between results under IFRS and U.S.GAAP

despite convergence.

The Financial Reporting Policy Committee of the

Financial Accounting and Reporting Section of the

American Accounting Association responded to the SEC

Release to accept the foreign private issues prepared under

IFRS without reconciliation to U.S. GAAP by not favoring

such an adoption. The committee cited that the academic

research did not support such a decision. Institution factors

on financial reporting and compliance might give rise

to differences in the implementation of uniform standards.

While no significant difference in the value relevance

or levels of information asymmetries between the two

sets of standards for non US companies in non US‐ ‐
investment markets, the “US investors tend to favor US

GAAP”. This may suggest that U.S. investment in foreign

firms might be discouraged for the elimination of the

reconciliation.

On the other hand, the American Accounting

Association’s Financial Accounting Standards Committee

addressed by citing that past research did not offer any

concrete evidence that financial reports prepared using

U.S. GAAP are better than those prepared using IFRS.
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Hence, by giving alternatives to apply either U.S. GAAP

or IFRS will promote competition among the standard‐
setting bodies. They therefore recommend that SEC extend

the choice of IFRS to U.S. companies.

Jiang, et al. examined in 2010 the information content

of the reconciliation for a sample of 88 pure IFRS filers

during 2006 and 2007. They found no evidence of

association between reconciliation for these IFRS filers

and abnormal trading volume, abnormal return volatility,

and changes in the bid ask spread around the release of‐
the reconciliation. In addition, the results of their study

indicate there was no impact to the market on the elimination

of the reconciliation in 2008. Rather, the elimination of

reconciliation gave rise to cost saving, as firms were able

to accelerate their filing by at least 9.6 days.

In summary, previous studies suggest mixed results

regarding the value relevance of accounting numbers.

Despite the benefits of having one single set of high quality

accounting standards for cross border capital financing,‐
the different environmental factors which include societal

values and legal orientation appear to contribute to the

prevailing differences in the measurement and recognition

of income. In the U.S., the support for adopting IFRS

is not consensus. Several appear to favor U.S. GAAP

to IFRS.

Furthermore, preliminary result on the elimination of

reconciliation to U.S. GAAP in 2008 indicates market

was indifferent to the change.

. Research Design and SampleⅢ

A. Research Design

This study employs three accounting based valuation

models to compare the differences between accounting

numbers based on IFRS and U.S. GAAP in order to provide

evidence on difference in quality of the two major standards

of the world. In order to confirm whether the decision

of SEC in eliminating the 20 F form is right, this study‐
uses differences of earnings (Diff_E) and book value of

equity (Diff_BV) based on IFRS and U.S. GAAP and

treat them as other information based on Ohlson model.

Then, the study incorporates these earnings and book value

of equity differences into three accounting based valuation

models. If these Diff_E and Diff_BV variables are

statistically insignificant, they imply that the elimination

of 20 F is appropriate and provide recent evidence to support‐
current SEC’s consideration of mandating U.S. issuers

to adopt IFRS.

While prior study produced mixed results on the

association between stock market values and earnings under

U.S. GAAP versus IFRS, recent research conducted by

Sun, et al. suggested “compelling, consistent evidence”

that IFRS could improve earnings quality if U.S. firms

adopted IFRS. The improvement relates to” reducing target

beating and increasing earnings persistence”. During the

period 2007 2012, no major implementation of IFRSs–
was found. IASB has amended several standards

predominantly on clarification. The issuance of IFRS 9,

IFRS 10, IFRS 11, IFRS 12, and IFRS 13 will not be

effective till 2018 for IFRS 9, and 2013 for the others.

Hence, the hypotheses tested in this study are:

H1: Earnings prepared under IFRS is not more relevant

than under GAAP.

H2: Book value prepared under IFRS is not more relevant

than under GAAP.

H3: Both earnings and book value prepared under IFRS

are not more relevant than under GAAP.

H4: Difference in earnings is not relevant in models

under GAAP.

H5: Difference in book value is not relevant in models

under IFRS.

Previous studies conducted by Street and Hughes and

Sander revealed that net income produced under U.S. GAAP

is relatively more conservative. The major convergence

project is still in process on lease accounting. One major

difference that contributes to the conservatism in U.S.

GAAP and still prevails is the acceptance of revaluation

under IFRS which is prohibited in GAAP.

To test these hypotheses, these regression models are

tested:

Earnings Capitalization Models:

      ε (1)

      ε (2)

                        

            ε   (3)

      

   ε (4)



Kriengkai Boonlert-U-Thai and Orapin Duangploy

109

Book Value of Equity Models:

      ε (5)

      ε (6)

      

   ε (7)

      

   ε (8)

Ohlson Models:

     

    ε (9)

     

    ε (10)

      

     ε  (11)

      

     ε (12)

Variable Definitions

PriceD1 = Price closed one day after 20 F form was released.‐
PriceD3 = Price closed three days after 20 F form was released.‐
PriceD5 = Price closed five days after 20 F form was released.‐
E_IFRS = Earnings per share under IFRS.

E_US = Earnings per share under U.S. GAAP.

Diff_E = E_IFRS E_US‐
BV_IFRS = Book value per share under IFRS.

BV_US = Book value per share under U.S. GAAP.

Diff_BV = BV_IFRS BV_US‐

B. Sample

The sample firms are manually collected from the NYSE

listed companies in the European Union. SEC allows

foreign private issuers of financial statements prepared

in accordance with international financial reporting

standards without reconciliation to GAAP for financial

years ending after November 15, 2007. Hence, this study

applies Form 20 F reconciliation provided by the listed‐
companies for the years 2003 2006. Forty eight firms– ‐
with complete data were collected. The stock prices were

collected from Yahoo for the five days after filing the

Form 20 F with SEC.‐

. ResultsⅣ

Table 1 shows the final sample of 35 firms from 13

countries during 2006 2007. The final sample provides‐
70 firm year observations representing the last two years‐
firms using IFRS submit the 20 F reconciliation forms‐
to the SEC.

Table 2 details the distribution of sample companies

by industry and country. As shown, the sample companies

are dominated by telecommunications and financial

services. Over one third of the sample companies domiciled

in the United Kingdom, followed by Spain and France.

Overall, thirteen countries and eleven industries are

represented in the sample.

Table 3 provides descriptive statistics of prices closed

one day, three days, and five days after the 20 F form‐
is submitted. IFRS earnings (E_IFRS), U.S. GAAP earnings

(E_US), IFRS book value of equity (BV_IFRS), U.S. GAAP

book value (BV_US), Diff_E, and Diff_BV statistics are

also provided. As expected, the earnings per share under

IFRS is higher than that of the US, while the opposite

is true on book value per share.

Table 4 shows correlation matrix based on Spearman

and Pearson correlation results. Both Spearman and Pearson

provide consistent results indicating high correlation

between stock price and accounting data based on IFRS

and U.S. GAAP.

Table 5 shows results based on earnings capitalization

model. The results without other information (Diff_E and

Diff_BV) show no difference between IFRS and U.S.

GAAP in terms of coefficient estimates (2.349 and 2.248)

and explanatory power (25.7% and 27.9%). The results

with other information provide consistent results as there

are no differences between IFRS and U.S. GAAP in terms

of coefficient estimates (2.156 and 2.156) and explanatory

power (25.8% and 25.8%).

Table 6 shows results based on book value of equity

model. The results without other information (Diff_E and

Diff_BV) show no difference between IFRS and U.S.

GAAP in terms of coefficient estimates (0.756 and 0.910)

and explanatory power (38.4% and 37.8%). The results

with other information provide consistent results as there

are no differences between IFRS and U.S. GAAP in terms

of coefficient estimates (0.880 and 0.880) and explanatory

power (40.2% and 40.2%). In addition, these results indicate

that value relevance of book value under both IFRS and
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U.S. GAAP are higher than that of earnings.

Table 7 shows results based on earnings and book value

of equity (or Ohlson) model. The results without other

information (Diff_E and Diff_BV) show no difference

between IFRS and U.S. GAAP in terms of explanatory

power (38.1% and 38.9%). The results with other

information provide consistent results as there are no

differences between IFRS and U.S. GAAP in terms of

explanatory power (39.5% and 39.5%). In addition, these

results show no value relevance of earnings for all models.

Table 8 shows results based on mean difference tests

between U.S. GAAP and IFRS. The results indicate that

the coefficient estimates and adjusted R square amounts‐
are statistically the same between US and IFRS models.

Table 9 shows incremental value relevance of earnings,

book value, and other information. Panel A provides results

based on U.S. GAAP based accounting variables (E_US,

BV_US, and both) without other information. The result

of Panel a show strong incremental value relevance of

book value, but no incremental value relevance of earnings.

Panel b provides results based on IFRS based accounting

variables (E_IFRS, BV_IFRS, and both) without other

information. Results of Panel b show incremental value

relevance of book value, but light incremental value

relevance of earnings

Once incorporating other information variables (Diff_E

and Diff_BV) into these three accounting based valuation

models in both Panel c and Panel d, the study shows

positive incremental value relevance of book value of

equity, but negative incremental value relevance of earnings

for both panels. These findings indicate that book value

model is the dominant valuation model for these sample

firms during 2006 2007.‐

. RobustnessⅤ

Banker et al. (2009) introduce new approach in

measuring incremental value relevance. This section

employs Banker et al. (2009) approach and measures the

incremental value relevance. For instance, the incremental

value relevance of earnings and book value of equity from

coefficients of determination from equations (1), (2), and

(3) denoted as R2
E, R2

BV, and R2
Total, respectively. Then,

the study measures the incremental value relevance of

earnings as (R2
Total R‐ 2

BV) / (1 R‐ 2
BV) and the incremental

value relevance of book value of equity as (R2
Total R‐ 2

E)

/ (1 R‐ 2
E). A higher value means a greater incremental

value relevance of an examined variable.

Table 10 shows incremental value relevance of earnings,

book value, and other information based on Banker et

al (2009) approach. The results are consistent with those

of Table 8 indicating that book value model is the dominant

valuation model for these sample firms during 2006 2007.‐

. ConclusionⅥ

The result of our study is consistent with previous studies

in which no evidence is found that financial reports prepared

under GAAP excelled those under IFRS. The study shows

no value relevance of differences in earnings and book

value between IFRS and U.S. GAAP, implying that IFRS

is comparable to U.S. GAAP and the elimination of 20 F‐
reconciliation is suitable. Unless the impact of the different

consideration for consolidation and accounting for joint

arrangement between IFRS and GAAP after 2013 is

significant, these findings appear to indicate that few US

listed companies will support SEC’s informal proposal

of filing a supplementary set of financial statements in

IFRS. While the SEC may consider making a decision

to adopt IFRS in the future, in the meantime, we concur

with the AAA’s recommendation to allow US companies

the choice of using IFRS or GAAP. Both GAAP and

IFRS provide useful information to investors and other

users of financial statements. There is no clear difference

between them. In addition, a recent study conducted by

the SEC Staff indicated that the two fundamental

differences between GAAP and IFRS concern about the

different style of guidance: broad in IFRS versus specific

in GAAP and difference in definition and recognition of

assets and liabilities in the conceptual framework.

. AddendumⅦ

While this study focused on the relevance of IFRS

and GAAP of foreign private issuers prior to the elimination
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in 2007, the study conducted by Kang, et al. in 2011

is on the impact of eliminating the 20 F reconciliation‐
requirement for IFRS filers on the predictive ability of

earnings. Their conclusion is similar to this study in which

there is no uniform effect on IFRS filers. Their findings

indicated that there is enhancement in earnings

predictability for firms domiciled in weaker investor

protection countries. On the other hand, the forecast

dispersion increased from firms from stronger investor

protection countries.

SEC staff conducted a study in November 2011 on

183 sample firms from 22 countries that prepare their

financial statements using IFRS and make them available

in English. The result of the study suggested that

inconsistencies were found in accounting for inventories,

intangible assets, impairment, financial assets on

recognition and measurement of impairment losses, and

provisions on recognition and measurement. Inconsistencies

observed in P&L include sales transactions with multiple

elements and defined benefit plans. This reflects the notion

that some countries may have “tweaked the standards”

to suit their needs (as observed in the February 27th, 2012

comments of the SEC in the CPA Letter Daily).
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Table 1. Sample Selection

No. Country Company Name

1 Belgium Delhaize Group

2 France Alcatel Lucent‐
3 France AXA

4 France CGG Veritas CGV‐
5 France Sanofi Aventis SNY‐ ‐
6 France Thomson TMS‐
7 Germany Allianz SE AZ‐
8 Hungary Magyar Telekom Telecommunications PLC MTA‐
9 Ireland CRH Public LTD CO

10 Ireland The Governor and Company of the Bank of Ireland IRE‐
11 Italy Telecom Italia S.P.A. TI‐
12 Luxembourg Tenaris S.A. TS‐
13 Netherlands AEGON NV AEG‐
14 Netherlands ING GROEP NV ING‐
15 Portugal PORTUGAL TELECOM SGPS SA PT‐
16 Russia ROSTELECOM ROS‐
17 Spain BANCO BILBAO VIZCAYA ARGENTIARIA, S.A. BBV‐
18 Spain BANCO SANTANDER, S.A. STD‐
19 Spain REPSOL YPF SA REP‐
20 Spain ENDESA

21 Spain Telefonica S.A. TEF‐
22 Switzerland NOVARTIS

23 Switzerland UBS AG

24 United Kingdom ASTRAZENECA PLC

25 United Kingdom BARCLAYS PLC BCSPR‐
26 United Kingdom BHP BILLITON LTD BHP‐
27 United Kingdom BP p.l.c.

28 United Kingdom DIAGEO plc

29 United Kingdom GLAXOSMITHKLINE

30 United Kingdom PEARSON

31 United Kingdom PRUDENTIAL PLC PUK‐ ‐
32 United Kingdom REED ELSEVIER PLC

33 United Kingdom SMITH & NEPHEW PLC SNN‐
34 United Kingdom UNILEVER PLC UL‐
35 United Kingdom VODAFONE GROUP PLC VOD‐

Table 2. Distribution of Sample Companies

Industry Number of Companies Country Number of Companies

Telecommunications 7 Belgium 1

Financial Services 6 France 5

Manufacturing 6 Germany 1

Insurance 5 Hungary 1

Pharmaceuticals 4 Ireland 2

Media 2 Italy 1

Oil and Gas Exploration 1 Luxembourg 1

Professional Services 1 Netherlands 2

Leasing 1 Portugal 1

Utilities 1 Russia 1

Mining 1 Spain 5

Switzerland 2

United Kingdom 12

Total 35 35



Kriengkai Boonlert-U-Thai and Orapin Duangploy

113

Variable Definitions:

PriceD1 = Price closed one day after 20 F form was released.‐
PriceD3 = Price closed three days after 20 F form was released.‐
PriceD5 = Price closed five days after 20 F form was released.‐
E_IFRS = Earnings per share under IFRS.

E_US = Earnings per share under U.S. GAAP.

Diff_E = E_IFRS E_US‐
BV_IFRS = Book value per share under IFRS.

BV_US = Book value per share under U.S. GAAP.

Diff_BV = BV_IFRS BV_US‐

Table 3. Descriptive Statistics and Variable Definition

Variable Mean Standard Deviation Minimum Maximum

PriceD1 38.151 19.538 8.860 94.780

PriceD3 38.313 19.582 8.820 96.300

PriceD5 38.192 19.480 8.920 96.070

E_IFRS 4.378 4.674 3.957‐ 17.875

E_US 3.830 4.305 2.705‐ 16.673

Diff_E 0.548 1.054 2.174‐ 5.126

BV_IFRS 20.074 13.365 2.268 54.589

BV_US 24.645 16.202 1.598 61.409

Diff_BV 4.571‐ 8.858 47.534‐ 3.832
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Table 4. Correlation Matrix

PriceD1 PriceD3 PriceD5 E_US BV_US Diff_E Diff_BV E_IFRS BV_IFRS
PriceD1 0.999 0.998 0.672 0.698 0.250 -0.273 0.722 0.662

*** *** *** *** ** ** *** ***
PriceD3 0.998 0.999 0.678 0.707 0.250 -0.284 0.724 0.668

*** *** *** *** ** ** *** ***
PriceD5 0.998 0.999 0.689 0.713 0.257 -0.286 0.735 0.673

*** *** *** *** ** ** *** ***
E_US 0.517 0.527 0.524 0.712 0.220 -0.426 0.962 0.781

*** *** *** *** * *** *** ***
BV_US 0.627 0.636 0.641 0.745 0.356 -0.521 0.784 0.890

*** *** *** *** *** *** *** ***
Diff_E 0.272 0.256 0.260 0.243 0.375 -0.365 0.395 0.194

** ** ** ** *** *** ***
Diff_BV -0.207 -0.214 -0.221 -0.302 -0.566 -0.297 -0.440 -0.207

* * * ** *** ** *** *
E_IFRS 0.538 0.543 0.541 0.976 0.771 0.449 -0.345 0.699

*** *** *** *** *** *** *** ***
BV_IFRS 0.622 0.629 0.631 0.703 0.837 0.258 -0.023 0.705

*** *** *** *** *** ** ***

The upper (lower) diagonal presents Spearman (Pearson) correlation coefficients and significant levels based on two tailed p values.‐ ‐
*, **, *** denotes the significant level at 10 percent, 5 percent, and 1 percent, respectively.

Variable Definitions:

PriceD1 = Price closed one day after 20 F form was released.‐
PriceD3 = Price closed three days after 20 F form was released.‐
PriceD5 = Price closed five days after 20 F form was released.‐
E_IFRS = Earnings per share under IFRS.

E_US = Earnings per share under U.S. GAAP.

Diff_E = E_IFRS E_US‐
BV_IFRS = Book value per share under IFRS.

BV_US = Book value per share under U.S. GAAP.

Diff_BV = BV_IFRS BV_US‐
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Table 5. Regression Results: Earnings Capitalization Model

1 0 1 _  +       (1) 

1 	 0 1 _  +       (2) 

1 	 0 1 _ 	 2 _ 3 _  +   (3) 

1 0 1 _ 	 2 _ 3 _  +  (4) 

Coeffiicient P-Value Coeffiicient P-Value Coeffiicient P-Value Coeffiicient P-Value
Intercept 29.155 0.000 *** 28.308 0.000 *** 28.169 0.000 *** 28.169 0.000 ***
E_US 2.349 0.000 *** 2.156 0.000 ***
E_IFRS 2.248 0.000 *** 2.156 0.000 ***
Diff_E 2.789 0.177 0.633 0.773
Diff_BV -0.042 0.865 -0.042 0.865

F-Value 24.870 0.000 *** 27.670 0.000 *** 9.020 0.000 *** 9.020 0.000 ***

Adj. R2 0.257 0.279 0.258 0.258
N 70 70 70 70

Earnings Capitalization Model Earnings Capitalization + Other Information Model
Model 1 Model 2 Model 3 Model 4

*, **, *** denotes the significant level at 10 percent, 5 percent, and 1 percent, respectively.

Variable Definitions:

PriceD1 = Price closed one day after 20 F form was released.‐
E_IFRS = Earnings per share under IFRS.

E_US = Earnings per share under U.S. GAAP.

Diff_E = E_IFRS E_US‐
BV_IFRS = Book value per share under IFRS.

BV_US = Book value per share under U.S. GAAP.

Diff_BV = BV_IFRS BV_US‐
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Table 6. Regression Results: Book Value of Equity Model

1 0 1 _  +       (5) 

1 	 0 1 _  +      (6) 

1 	 0 1 _ 	 2 _ 3 _  +   (7) 

1 0 1 _ 	 2 _ 3 _  +  (8) 

Coeffiicient P-Value Coeffiicient P-Value Coeffiicient P-Value Coeffiicient P-Value
Intercept 19.526 0.000 *** 19.889 0.000 *** 18.080 0.000 *** 18.080 0.000 ***
BV_US 0.756 0.000 *** 0.880 0.000 ***
BV_IFRS 0.910 0.000 *** 0.880 0.000 ***
Diff_E 1.198 0.525 1.198 0.525
Diff_BV 0.495 0.052 * -0.385 0.079 *

F-Value 43.990 0.000 *** 42.980 0.000 *** 16.470 0.000 *** 16.470 0.000 ***

Adj. R2 0.384 0.378 0.402 0.402
N 70 70 70 70

Book Value Model Book Value + Other Information Model
Model 5 Model 6 Model 7 Model 8

*, **, *** denotes the significant level at 10 percent, 5 percent, and 1 percent, respectively.

Variable Definitions:

PriceD1 = Price closed one day after 20 F form was released.‐
E_IFRS = Earnings per share under IFRS.

E_US = Earnings per share under U.S. GAAP.

Diff_E = E_IFRS E_US‐
BV_IFRS = Book value per share under IFRS.

BV_US = Book value per share under U.S. GAAP.

Diff_BV = BV_IFRS BV_US‐
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Table 7. Regression Results: Ohlson (Earnings and Book Value) Model

1 0 1 _ 2 _  +     (9) 

1 	 0 1 _ 2 _  +    (10) 

1 	 0 1 _ 2 _ 	 3 _   

                            	 4 _  +        (11) 

1 	 0 1 _ 2 _ 	 3 _   

                            	 4 _  +        (12) 

Coeffiicient P-Value Coeffiicient P-Value Coeffiicient P-Value Coeffiicient P-Value
Intercept 20.067 0.000 *** 20.360 0.000 *** 18.448 0.000 *** 18.448 0.000 ***
E_US 0.516 0.426 0.281 0.667
BV_US 0.654 0.000 *** 0.816 0.000 ***
E_IFRS 0.823 0.143 0.282 0.668
BV_IFRS 0.707 0.001 *** 0.816 0.000 ***
Diff_E 1.227 0.518 0.945 0.634
Diff_BV 0.471 0.072 * -0.345 0.149

F-Value 22.200 0.000 *** 22.970 0.000 *** 12.250 0.000 *** 12.250 0.000 ***

Adj. R2 0.381 0.389 0.395 0.395
N 70 70 70 70

Ohlson Model + Other Information Model
Model 11 Model 12Model 10Model 9

Ohlson Model

*, **, *** denotes the significant level at 10 percent, 5 percent, and 1 percent, respectively.

Variable Definitions:

PriceD1 = Price closed one day after 20 F form was released.‐
E_IFRS = Earnings per share under IFRS.

E_US = Earnings per share under U.S. GAAP.

Diff_E = E_IFRS E_US‐
BV_IFRS = Book value per share under IFRS.

BV_US = Book value per share under U.S. GAAP.

Diff_BV = BV_IFRS BV_US‐
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Table 8. Mean Difference Tests between U.S. GAAP and IFRS Model Results

Panel A: Summary of Coefficient Estimates Panel B: Summary of Adjusted R-squares

Model Variable US IFRS Model Variable US IFRS
1 & 2 E 2.349 2.248 1 & 2 E 0.257 0.279
3 & 4 E 2.156 2.156 3 & 4 E 0.258 0.258
5 & 6 BV 0.756 0.910 5 & 6 BV 0.384 0.378
7 & 8 BV 0.880 0.880 7 & 8 BV 0.402 0.402

9 & 10 E 0.516 0.823 9 & 10 E 0.381 0.389
9 & 10 BV 0.654 0.707 11 & 12 BV 0.395 0.395

11 & 12 E 0.281 0.282 Mean 0.346 0.350

11 & 12 BV 0.816 0.816 t-Stat -1.029
Mean 1.051 1.103 P-value 0.351

t-Stat -1.172

P-value 0.279

Coefficient Estimates Adjusted R-squares
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Table 9. Incremental Value Relevance of Earnings, Book Value, and Other Information

Panel a: Ohlson Using U.S. GAAP Based Accounting Variables
[A] [B] [C] [D] [E] [F]

[C - B] [C] - [A] [C] - [D] - [E]
E BV Total IncrE IncrBV Common

   PriceD1 0.257 0.384 0.381 -0.003 0.124 0.260
   PriceD3 0.267 0.396 0.394 -0.002 0.126 0.270
   PriceD5 0.264 0.403 0.399 -0.004 0.135 0.268

Panel b: Ohlson Using IFRS  Based Accounting Variables
[A] [B] [C] [D] [E] [F]

[C - B] [C] - [A] [C] - [D] - [E]
E BV Total IncrE IncrBV Common

   PriceD1 0.279 0.378 0.389 0.011 0.110 0.268
   PriceD3 0.285 0.387 0.398 0.011 0.113 0.274
   PriceD5 0.282 0.389 0.399 0.010 0.117 0.272

Panel c: Ohlson + Other Information Using U.S. GAAP Based Accounting Variables
[A] [B] [C] [D] [E] [F]

[C - B] [C] - [A] [C] - [D] - [E]
Diff_E DIFF_BV Total IncrDiff_E IncrDiff_BV Common

   PriceD1 0.373 0.400 0.3947 -0.005 0.022 0.379
   PriceD3 0.385 0.412 0.4048 -0.007 0.020 0.392
   PriceD5 0.390 0.416 0.4092 -0.007 0.019 0.397

Panel d: Ohlson + Other Information Using IFRS Based Accounting Variables
[A] [B] [C] [D] [E] [F]

[C - B] [C] - [A] [C] - [D] - [E]
Diff_E DIFF_BV Total IncrDiff_E IncrDiff_BV Common

   PriceD1 0.384 0.402 0.395 -0.007 0.010 0.391
   PriceD3 0.391 0.413 0.405 -0.008 0.014 0.400
   PriceD5 0.393 0.417 0.409 -0.008 0.017 0.401

Variable Definitions

PriceD1 = Price closed one day after 20 F form was released.‐
PriceD3 = Price closed three days after 20 F form was released.‐
PriceD5 = Price closed five days after 20 F form was released.‐
IncrE = Incremental value relevance of earnings.

IncrBV = Incremental value relevance of book value of equity.

IncrDiff_E = Incremental value relevance of difference in earnings between US and IFRS.

IncrDiff_BV = Incremental value relevance of difference in book value between US and IFRS.

Common = Common value relevance.
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Table 10. Incremental Value Relevance of Earnings, Book Value, and Other Information
Based on Banker et al. (2009) Approach

Panel a: Ohlson Using U.S. GAAP Based Accounting Variables
[A] [B] [C] [D] [E] [F] [G] [H] [I]

[C - B] [C] - [A] 1 - [B] 1 - [A] [D] / [F] [E] / [G]
E BV Total IncrE IncrBV 1 - BV 1 - E IncrE* IncrBV*

   PriceD1 0.257 0.384 0.381 -0.003 0.124 0.616 0.743 -0.005 0.166
   PriceD3 0.267 0.396 0.394 -0.002 0.126 0.604 0.733 -0.004 0.172
   PriceD5 0.264 0.403 0.399 -0.004 0.135 0.597 0.737 -0.007 0.183

Panel b: Ohlson Using IFRS  Based Accounting Variables
[A] [B] [C] [D] [E] [F] [G] [H] [I]

[C - B] [C] - [A] 1 - [B] 1 - [A] [D] / [F] [E] / [G]
E BV Total IncrE IncrBV 1 - BV 1 - E IncrE* IncrBV*

   PriceD1 0.279 0.378 0.389 0.011 0.110 0.622 0.721 0.017 0.153
   PriceD3 0.285 0.387 0.398 0.011 0.113 0.613 0.715 0.018 0.158
   PriceD5 0.282 0.389 0.399 0.010 0.117 0.611 0.718 0.016 0.162

Panel c: Ohlson + Other Information Using U.S. GAAP Based Accounting Variables
[A] [B] [C] [D] [E] [F] [G] [H] [I]

[C - B] [C] - [A] 1 - [B] 1 - [A] [D] / [F] [E] / [G]
Diff_E DIFF_BV Total IncrDiff_E IncrDiff_BV 1 - DIFF BV 1 - DIFF E IncrDiff E* IncrDiff BV*

   PriceD1 0.373 0.400 0.3947 -0.005 0.022 0.600 0.627 -0.009 0.034
   PriceD3 0.385 0.412 0.4048 -0.007 0.020 0.588 0.615 -0.012 0.032
   PriceD5 0.390 0.416 0.4092 -0.007 0.019 0.584 0.610 -0.012 0.031

Panel d: Ohlson + Other Information Using IFRS Based Accounting Variables
[A] [B] [C] [D] [E] [F] [G] [H] [I]

[C - B] [C] - [A] 1 - [B] 1 - [A] [D] / [F] [E] / [G]
Diff_E DIFF_BV Total IncrDiff_E IncrDiff_BV 1 - DIFF BV 1 - DIFF E IncrDiff E* IncrDiff BV*

   PriceD1 0.384 0.402 0.395 -0.007 0.010 0.598 0.616 -0.012 0.017
   PriceD3 0.391 0.413 0.405 -0.008 0.014 0.587 0.609 -0.014 0.022
   PriceD5 0.393 0.417 0.409 -0.008 0.017 0.583 0.608 -0.014 0.027

Variable Definitions

PriceD1 = Price closed one day after 20-F form was released.
PriceD3 = Price closed three days after 20-F form was released.
PriceD5 = Price closed five days after 20-F form was released.
IncrE = Incremental value relevance of earnings.
IncrBV = Incremental value relevance of book value of equity.
IncrDiff_E = Incremental value relevance of difference in earnings between US and IFRS.
IncrDiff_BV = Incremental value relevance of difference in book value between US and IFRS.
IncrE* = Incremental value relevance of earnings based on Banker et al. (2009) approach.
IncrBV* = Incremental value relevance of book value of equity based on Banker et al. (2009) approach.
IncrDiff_E* = Incremental value relevance of difference in earnings between US and IFRS based on Banker et al. (2009) approach.
IncrDiff_BV*= Incremental value relevance of difference in book value between US and IFRS based on Banker et al. (2009) approach.


