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Abstract This study investigates the sensitivity reflected in the accounting earnings differs according to the
difference in the characteristics of accounting information such as profit and loss for the same market
information. For this, market information and accounting data were analyzed for 11,462 non-financial listed
companies listed on the KOSPI and KOSDAQ markets from 2012 to 2020 by using Basu's measurement of
conditional conservatism and Ball and Shivakumar's measurement of conservatism. Accounting earnings
sensitivity was analyzed according to the combination of information. As a result of the study, it was confirmed
that both earnings and losses corporates recognize losses with delay, while losses are recognized quickly by
loss corporates and delayed recognition by earnings companies. It was confirmed that more strict conservatism
was applied to the losses corporates compared to the earnings corporates by delaying the recognition of
earnings while the early recognition of the losses. It provides empirical data on the causality between the
asymmetric timeliness and the combined effect of market information and accounting information by verifying
that the losses corporates responds sensitively to market information while the earnings corporates does not
react sensitively to the market information.
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Table 1. Descriptive Statistics (N=11,462)
Panel A. Descriptive Statistics(Full Sample)
Variables MEAN Median SD
X 0.03 0.02 0.19
R 0.07 -0.03 0.44
CFFO 0.04 0.03 0.13
TACC -0.05 -0.03 0.14
Panel B. Descriptive Statistics(losses & earnings corporates)
Variables Losses corporates(N=3,052) Earnings corporates(N=8,410)
MEAN Median SD MEAN Median SD
X -0.37 -0.19 0.32 0.18 0.10 0.15
R -0.11 -0.12 0.53 0.13 0.01 0.4
CFFO -0.10 -0.03 0.1 0.09 0.06 0.14
TACC -0.14 -0.11 0.18 -0.02 -0.00 0.13
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Table 2. Pearson(Spearman) correlations (N=11,462)
Panel A. Pearson(Spearman) correlations(Full Sample)
Variables X R CFFO TACC
X 0.10%** 0.06*** 0.21%**
R 0.29%** 0.17%** 0.15%**
CFFO 0.40%** 0.16*** —0.13***
TACC 0.34*** 0.10%** —-0.47%%*
Panel B. Pearson(Spearman) correlations(losses & earnings corporates)
Variables Losses Corporates Earnings Corporates
X R CFFO TACC X R CFFO TACC
X 0.17*** 0.02 0.27%** 0.01 0.01 0.13***
R 0.13*** 0.03 0.23%** 0.20%** 0.06*** —0.03***
CFFO 0.14%** 0.03 —0.22%** 0.19%** 0.17*** -0.26%**
TACC 0.46*** 0.16*** —0.43*** 0.07%** -0.02* —0.80***

¥ ** and *** denote the significance at 10%, 5%,

and 1% level, respectively.
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Table 3. Analysis of difference in earnings sensitivity to market information (bad news and good news)

X, =a+B DR, +B,R ,+B,DR *R ,+ XYear+ XIND+e, ,

Variables Full Sample Losses Corporates Earnings Corporates

Coeff. t=Stat Coeff. t=Stat Coeff. t=Stat

Intercept 0.164%** 2.99 —(.552%** -4.10 0.318%** 5.48

DR 0.136* 1.72 0.442** 2.57 -0.180** -1.98

R 0.047 0.42 -0.048 -0.19 0.093 0.79

DR*R 1.750%** 9.93 2.373*** 7.33 -0.6552%* -2.19
Adj. R2 0.0195 0.0489 0.0106
F-Statistics 75.85%** 52.26%** 12.68***

* ** and *** denote the significance at 10%, 5%, and 1% level, respectively.

Table 4. Analysis of difference in sensitivity between earnings and losses corporates to market information

i

X, =at+ B, DR +5,1, +B,DR, * K, , +B,DY, , + B, DY, *DER,,

+8,DY, *R +B,DY, *DR *R  + XYear+ SIND+e,,

@

Variables Coeff. t-Stat
Intercept 0.318*** 5.27
DR -0.180* -1.91
R 0.093 0.76
DR*R -0.552%* -2.11
DY -0.870%** -6.38
DY*DR 0.622%** 3.40
DY*R -0.181%** -2.01
DY*DR*R 2.925%*% 7.43
Adj. R2 0.0474
F-Statistics 82.48

¥, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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Table 5. Accounting earnings sensitivity to cash flow
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TACQJ =a+ [JIDC’F;J +3,CFFO, , +[33DCFL,¢* CFFOLt +XYYear+ XIND+¢, , ®
Variables Full Sample Losses Corporates Earnings Corporates

Coeff. t=Stat Coeff. t=Stat Coeff. t=Stat

Intercept -0.008*** -4.86 -0.063*** -10.56 0.025%** -18.29

DCF 0.033*** 9.31 -0.018** -2.22 0.063*** 18.57

CFFO -0.013 -1.11 -1.209%** -15.68 -0.005 -0.58

DCF*CFFO 0.298*** -9.90 1.1156%* 12.72 =1.179%%* -33.73
Adj. R2 0.0417 0.0959 0.3017
F-Statistics 167.16 108.92 1211.78

¥, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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Table 6. Accounting earnings sensitivity of earnings and losses corporates to cash flow information

TACC,, = a+$,DCF, , + 3, CFFO,
+B,DY, ¥ DCF“Jr[J’GDY‘ CFFO,,

+8,DY, *DCF, * CFFO, , + X Year + SIND+ ¢,

, +8,DCF, * CFFO, ,+3,DY,,

Variables Coeff. t-Stat
Intercept 0.025*** -14.39
DCF 0.063*** 14.62
CFFO -0.005 -0.45
DCF*CFFO —1.179%* -26.55
DY -0.039*** -8.56
DY*DCF -0.080%** -11.40
DY*CFFO —1.204%* -21.94
DY*DCF*CFFO 2.293*** 30.33
Adj. R2 0.2792
F-Statistics 635.19

¥, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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