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The main research objective is to examine and me the value relevance of earnings, book values,
and cash flows. The sample in this study is the ¢émpexjes listed on SET 100. The period of study is years
2011-2015. The main model in this paper is based on Ohlson (1995) model; Feltham and Ohlson (1995)
model. The findings indicate that accounti earai%s, book values of equities, and operating cash flows

ABSTRACT

are positively related to stock prices. t they are value relevant information. The combined value
relevance of earnings and book valm ter than that of cash flows and book values. In addition, the

results also show that earnings aes value relevant information compared with book values and cash
flows. Thai investors pay the atterit 5/use earnings in valuing their securities more than book values and

cash flows. Moreover, three/aantrol variables (size, leverage and growth of firm) will be added in the research
model. The findings indicat%
price while leverage is nEgatively and significantly related to stock price.

Keywords: Valu R e, Earnings, Book Values, Cash Flows

ize and growth of firms are positively and significantly related to stock
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Comparative Value Relevance of Earnings, Book Values and Cash Flows: Empirical Evidence from Listed Companies on SET100 in Thailand

1. Introduction
both

markets and developing markets have found

Previous studies in developed
that accounting information are value relevant
(e.g. Collins, Maydew and Weiss, 1997; Francis
and Schipper, 1999; Kothari, 2001; Saeedi and
Ebrahimi, 2010; Vitchitsarawong, 2011; Elshandidy,
2014). Value relevance is defined as the ability
of accounting numbers to summarize the
information underlying the stock prices and
returns (e.g. Francis and Schipper, 1999; Kothari,
2001). Therefore, investors can use the accounting
information in financial statements for making their
investment decision. In addition, the adoption
of International Accounting Standards (IAS) and
International Financial Reporting Standards (IFRS)
will affect the quality of accounting information
in terms of value relevance (e.g. Barth, Landsm

and Lang, 2008). Thailand is one country in

. None of

(e.¢. Biddle, Seow a?' X
previous studies in investigated and
compared the botto owthree main financial

o200k values and cash flows
from opera ere, the objectives of this
research is tg ate and compare the value
relevance ngs, book values of equities and
oper flows of companies listed on SET

and. The study selects the companies
l
h

andred listed companies in terms of large

statements (earni

ET100 as the sample because they are

mar?<et capitalization, high liquidity and compliance

ith the requirement regarding to the distribution

The Association of South Eastern Asia Nation® of shares of minor shareholders. The contribution

(ASEAN) which adopt the IAS/IFRS as@aom
concept of Thai Accounting Sta TAS)
and Thai Financial Reporting ds (TFRS)
development. However, somand TFRS
were still followed the U.erally Accepted
Accounting Principle (U.S.GAA r such as TAS 104
Accounting for Trouble estructurings (TDR).

The Federation ting Professions (FAP)
e

revise and update TAS/

in Thailand cont
TFRS continu§®e accounting information in

Thailand ha$s pted the concept of fair value
more tprevious accounting practices for
revaluation of property, plant and

nt, the fair value model of investment

of this paper is to provide the evidence of value
relevance of accounting information in Thailand.
Other countries in ASEAN also adopt IAS/IFRS as
the main concept of issuance of their domestic
accounting standards for such as Singapore,
Malaysia, Vietnam, and Indonesia. The evidence
in Thailand also provides the implication of
adoption of IAS/IFRS to other countries in Asia.
It also elaborates some guidelines for the FAP in
revising or improving the accounting standards
regarding to the recognition and measurement
of earnings, book values and cash flows from

operation.
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The remainders of the article is as followed.
Section 2 presents the literature review. Section 3
shows the research methodology. Empirical results
are discussed in Section 4. Lastly, the final sections

provides the conclusion of results and discussion.

2. Literature Review
2.1 Related Theories
2.1.1 Efficient Market Hypothesis (EMH)
Efficient Market Hypothesis (EMH) assumes that
all available information fully reflected in stock
prices any points of time. EMH can be categorized
into three level (Watts and Zimmerman, 1986,
pp. 18-19). These categories are as follows: weak
form, semi-strong form, and strong form. Under
weak form, the information set contains only
past security prices and/or past trading volume.
It indicates that future stock prices cannot be

predicted by the analysis of information of past

emerging markets including the Thai stock ma
were weak form efficient. This result was cop=t
with Guidi and Gupta (2011). Th \

the efficiency of the ASEAN stock

Ojah, and Cole (1999) found that most \
N

e Stock Exchange of Thailand

@%ized unexpected earnings (SUE),
ngs (P/E Anomaly) and the book-
S M Anomaly). They concluded that

Exchange of Thailand was semi-strong

t&c

m efficient. As these studies produced the

comdradictory results, one cannot draw a consistent

prices. Under semi-strong form, the information set  Qonclusion which level of Thai capital market

contains all published information. It assuw@o
share prices fully reflect all publicly inf ior It

is impossible to employ the fundamelysis to
earn abnormal return in semi-strong ciency.
Strong form indicates that trmation set
contains all information knoy anyone. Share
g@‘ now to anyone

Un 13 adui 38 TOUIBU 2560
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efficiency is. However, it is agreed that the level
of market efficiency of Thai stock market is least
weak form efficient and the efficiency level has
increased after the Asian financial crisis period (Kim
and Shamsuddin, 2006; Chancharus et al. (2009)).

2.1.2 Qualitative Characteristics of Usefulness
of Financial Information and Definition of Value
Relevance

International Accounting Standard Board
(IASB) (2015) has identified the qualitative
characteristics of useful financial information which
are divided into two main types: fundamental and

enhancing qualitative characteristics. Fundamental
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qualitative characteristics are relevance and
faithful representation while enhancing qualitative
characteristics are comparability, verifiability,
timeliness, and understandability. That is, the
financial information will be useful when it is
relevant and faithfully represent. The usefulness
if it is
comparable, verifiable, timely and understandable
(IASB, 2015, QC4). Only relevance characteristics is

discussed in this paper. The definition of relevance

of financial information is enhanced

is that relevant financial information is capable of
making difference in the decisions made by users
(IASB, 2015, QC6).

Therefore, the value relevance can be defined
as an accounting information is value relevant if

it has a predicted significant relation with share

price, only if the amounts reflected information &m

information to change the total mix of ip£s
in the marketplace. Under the li &S
value relevance is measured byathe

affect the share val
and Watts (2001, p

studies and -
The relaticiation studies compare the

setween stock market values and

associatio

e whether the accounting number of

relevant to investors in valuing the firm and imte est is helpful in explaining the stock prices or

measured reliably enough to be reflected in share

prices, only if an accounting amount is relevan©
to a financial statement user can it be @%f
making a difference to that user’s d arth,
Beaver and Landsman, 2001, pancis and
Schipper (1999, pp. 325-326) disthe value
relevance into four perspelnterpretation 1
is that value relevance can easured by the
i C@ enting accounting-

lue relevant if it contains

profits generated from
based trading rAles
financial informat;

the variables valuation model or assists
in predicti@variables. Under interpretation

3, the tical association measures whether

ecurity return given the other specified variables.

Marginal information content studies examine if
the accounting information provides investors with
the additional information. The market reacts the
accounting information announced to public, this
accounting information has information content
properties and value relevance evidence.

Most previous value relevance research
measures the usefulness of accounting information
from the perspective of equity investors. The
value relevance research examines the association
between accounting numbers and equity market
values (e.g. Francis and Schipper, 1999; Holthausen
and Watts, 2001; Barth et al., 2001).
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2.2 Prior Research Related to Value Relevance of
Accounting Information

2.2.1 Value Relevance of Earnings and Book
Values

Many previous studies investigated the
value relevance of earnings and book values
using Ohlson (1995) model and Feltham and
Ohlson (1995) model (e.g. El Shamy and Kayed,
2005; Kadri, Aziz and lbrahim, 2009; Suadiye,
2012). Their models present the linear relation
between the firms’ market values of equities,
earnings, book values, and other information.
Most prior research found that both earnings
and book values are positively related to stock
price. They are value relevant information. The
investors use both earnings and book values in

valuing their securities (e.g. Collins et al., 1997,

higher after the adoption of IFRS. Suadiye (

increased and quality of accounting im‘orma%

compared the value relevance

of boo
and earnings under Turkish accou &

markets: A-sha

the %
ntirig information has improved after the

Kwon, 2009). Some previous studies indicated that@jﬁi n of IFRS (Bartov et al., 2005; Jermakowicz
et

earnings provide the incremental value relevance

. 2007; Barth et al,, 2008; Suadiye, 2012,

beyond book values (e.g. El Shamy and Kayed, @lshandidy, 2014). Nonetheless, all above findings

2005) whereas some of them showed th@o
values provide the incremental value varee

beyond earnings (e.g. Kwon, 2009).

Moreover, some prior research @ed the
effects of IFRS adoption on elevance of
earnings and book values. The % gs are mixed.
ound that value
relevance of eam'n

Bartov, Goldberg and Kim

change from Germa to IFRS. Jermakowicz,
(2007) also showed an

levance of earnings after the

Prather-Kinsey a

increased in v

100 9vsarsdudwlnyd  Un 13 aUuil 38 DnUI9U 2560

are contrast to Hung and Subramanyam (2007)
and Kadri et al. (2009). Hung and Subramanyam
(2007) summarized that combined value relevance
of earnings and book values of equities has
decreased after switch to IAS/IFRS. Kadri et al.
(2009) examined combined value relevance of
earnings and book values under two financial
reporting regimes in Malaysia: MASB sample (1997-
2005) and FRS sample (after adoption of IFRS in
2006). They show that only book values of equites
are significant in explaining the variation of market
values of equities while earnings of FRS sample
are not significant in explaining the variation of

market values of equities.
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2.2.2 Value Relevance of Earnings and Cash
Flows

Most previous studies investigated and
compared the value relevance of earnings and
cash flows in terms of incremental and/or relative
value relevance. Most of them found the same
results in that earnings provide the incremental
value relevance beyond cash flows (e.g. Biddle et
al., 1995; Bartov, Goldberg and Kim, 2001; Haw, Qi
and Wu, 2001). Biddle et al. (1995) showed that net
income provides the greater relative information
content than net sales and cash flows. Bartov et al.
(2001) indicated that earnings have greater ability in
the explanation of stock returns than those of cash
flows for the Anglo-Saxon countries (the U.S., the
UK. and Canada) while earnings are not superior
to cash flows in explaining the stock returns for
Non Anglo-Saxon countries (Germany and Japaps;

except non-consolidated samples in Japan. Haw

et al. (2001) concluded that earnings have bott®

relative and incremental information co@\%r
operating cash flows for listed compianies the
Stock Exchange of China. Charito itt|s (2010)
compared the value relevance os and cash

flows in France. The results 220w that level and
change in earnings are valye ant beyond cash

flows. Investors in Fran ce more attention

to earnings and s@ ntion to cash flows.
However, the c [L\axvﬁ findings are presented
by Saeedi an @mi (2010). They examined
the increm@alue relevance of earnings and

cash flo d studied the role of firms’ specific

th opportunities, financial leverage

5" size) in explaining the stock’s return in

On 13 adun 38 TnU1BU 2560

explaining the security’s returns apd ea
cash flows are not affected b@@w

effects of firm specific factors.

and Cash Flows

Very few previous
relevance of earnings \
simultaneously. Kwal %examined the relative
and incremeghzal u evance of earnings, book
values and - s in explaining the stock
prices. The the valuation model based on

and Feltham and Ohlson (1995).

Ohlson (19

The show that book value is the most

v 2vant information and cash flows have
r

&e alue relevance properties than earnings
in all samples. In addition, the combined value

levance of book values and cash flows is more
value relevant than that of book value and
earnings. However, this result is contradicted
with Mostafa (2016). The researcher examined the
value relevance of earnings, cash flows and book
values in Egypt. The findings reveal that earnings
are value relevant information. Earnings have the
incremental information content beyond book
values while book values do not. In addition, cash
flows cannot be used for explanation of stock
returns.
2.2.4 Value Relevance of Accounting Infiormation
in Thailand
Very few prior research investigated the value
relevance of accounting information in Thailand.

Graham, King and Bailes (2000) examined the value

918d15981BW0IYE 101
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relevance of accounting information in Thailand
around the 1997 decline in value of Baht. Their
results show that earnings and book values are
positively and significantly related to stock prices,
although there is the low relationship than that
of the U.S. and British. The value relevance of
book values in Thailand has increased significantly
after the decline in value of Baht. However, they
find no evidence that value relevance of earnings
has changed. Vichitsarawong (2011) compared the
value relevance of earnings and cash flows in
Thailand by three different sub periods: pre-crisis
(1995-1996); crisis (1997-1998); and post-crisis
(1999-2004). The results indicate that earnings
better explains stock returns during the pre-crisis
period. In addition, ability of earnings in explaining

the stock returns dramatically declines during the

earnings has not changed. Vichitsarayong
showed that value relevance of ea

during the financial crisis period,

3. Research Methodologﬁ

3.1 Sample Selection and& ection

h is the listed companies

calculat 2 SET100 Index during July 1, 2015

this stud @e%\?ed on the selection criteria for
5

to 31, 2015. The sample in this study

S d e

the companies listed on SET100 all

financial crisis period, but slightly improves after the ab e of time of study (year 2011-year 2015).
T

financial crisis period. The findings also reveal that

sample excludes the banking, finance and

the relationship between stock returns and cash Qecurities, and insurance companies because of

flows is very low in the pre-crisis period. TV@O
flows can better explain the stock ret g

the crisis and post-crisis period. Ji iwatwong
and Suntraruk (2013) examined w@current
earnings and current operatin flows have
the ability to predict future aov g cash flows
and future stock prices. sutts show that

current earnings anperat'ng cash flows

are positively associ future operating cash

flows and future rices.
All previo@arch in Thailand showed the

same resul t earnings, book values and cash

relevant information. However,
» of findings are contradicted. Graham
Un 13 atun 38 DnUIBU 2560
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their different accounting practices from other
industries It also excludes the Non-December
year-ended firms for controlling the different time
period of study which can affect the valuation
of stock prices (e.g. Mitra and Hossain, 2009;
Omokhudu and Ibadin, 2015). Number of samples
which have met all above criteria are 67 listed
companies. Therefore, total number of samples
are 335 firms-years (67 firms x5 years). However,
the results from regression analysis (discussed
later) show that nine outlier firms-years have the
unstandardized residual (error term) more than
three times of standard deviation. Hence, these

outlier firms-years will be deleted from the sample.
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Hence, final sample in this research is 326 firms-  values and cash flows are expected to bg

years. The financial statements of this sample are  high growth firms (Charitou et al., 2001) The
collected from the website of Securities Exchange  this research employs three main gontro
Commission. The stock price data is collected from  which composed of size, lever
SETSMART (SET Market Analysis and Reporting  firm. Model (1)-(5) are used for the
Tool) which is online database from the Stock  of accounting information test WUt

Exchange of Thailand. variables. Nonethel

3.2 Research Model up with three control

The research uses the Ohlson (1995) model; presented as follow
Feltham and Ohlson (1995) model which stock (7 \
0 (0

. Pe = Y N OGBVE, + € (1)
price is dependent variable and accounting
P. = ¢G2,CF,+a,BVE, +¢€, ..(2)
information (e.g. earnings, book values) are
o P. + OGE, + €, ..(3)
independent variables. The stock price is used
. . P o, ¥ o,BVE, + €, ..(4)
as dependent variable because it reflects the
o . . i ot O CF + & .(5)
cumulative information content for both surprise
. = Bo+ Bk + PBVE, + B,SIZE,
component and expected component of earnings
. _ + B,LEV, + BGROWTH, + €, ..(6)
and the price model does not suffer from the b
. . . Py = Bo+PiCF+ BBVE, + B,SIZE,
specification (Kothari and Zimmerman, 1995; Liu
+ B,LEV, + BGROWTH, + €, (7

and Thomas, 2000). The study uses the level of®
) ) ) ) Q P. = Bo+BiEq+ B,SIZE, + BLEV,
earnings instead of changes in earning is
l

. _ + B,GROWTH, + €, ..(8)
consistent with Easton and Harris ( son
P = Bo + BlBVEit + BzS|ZExt + |33LEVit
and Shroff (1992), Cheng, Lee ang—~ang (2013). In
+ B,GROWTH, + €, ..(9)

addition, value relevance of accountngsnformation

P. = Po+ P,CF.+ P,SIZE, + PB5LEV,
can be affected from firm spacific factors. Many ' o+ PCF+ B2 FPLEV:
+ B,GROWTH, + €, ..(10)
previous studies used firm e as the control
haritou, Clubb and  where

Andreou, 2001; Azim, 2008). Moreover, P, = Stock’s price per share of firm i three
e

variable (Collins et al.,

leverage will b as the control variables month after fiscal year ended t;

because the el will influence the value E, = Earnings per share of firm i year t;

relevance nting information (Kothari, 2000; ~ BVE, = Book value of equity per share of
zim, 2008). Finally, the growth is also firm i year t;
s the control variable because the CF, = Net cash flow from operation per

implications of accounting earnings, book share of firm i year t; and

Un 13 aUun 38 DNUI9U 2560  91sd1sIBNBWOYS 103
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SIZE, = Size of firm i year t measured by log  (8), (9) and (10) are tested whether the ear
of total assets of firm i year t; book values and cash flows are significantly rela “n\

LEV, = Leverage of firm i year t measured to stock prices. The t test is used for exp
by total liability/total equity of firm  the significant of each coefficient r
i year t;

GROWTH,, = Growth of firm i year t measured by 4. Empirical Results

market value of equity/ book value 4.1 Descriptive Statistics

of equity of firm i year t; and This section presents iptive statistics

€, = error term. of variables in model deL (10) which
Model (1) - model (10) are analyzed by pooled  composes of mean, stai’slard deviation, minimum,
sample (326 firms-years). The significance of maximum and /( \ variation (C.V.) of all

FAL
coefficient of o, and o, in model (1), (2); coefficient  variables. The
tay

of a, in model (3), (4) and (5); coefficient of 3, and Descriptive

presented in Table 1.
ics in Table 1 shows the high
[, in model (6), (7) and coefficient of B, in model  value of %m deviation of stock price which

Table 1 Descriptive Statistics of All Variables %o
Variables Mean Standard Deviation iﬁmum Maximum C.V.
P, (Baht) 38.0725 62.0085 % 0.0200 466.0000 1.6286
E. (Baht) 2.2656 5.2129o -8.2377 37.8331 2.3009
BVE, (Baht) 18.7843 6108 0.0051 380.8030 2.3221
CF, (Baht) 3.9024 @153 -12.4535 102.6799 2.6689
TA, (Baht) 94,819,873,739.34 679,995,206.07 1,217,736,622 | 2,173,996,186,034 2.2957
SIZE, 10.5644 0.5652 9.0856 12.3373 0.0535
LEV, (Times) 1. 2.6362 0.1316 42.5009 1.5327
GROWTH, (Times) 2%}7 2.6805 0.3737 23.0290 0.8992
Definition of variables are 3 o@s.

hare of firm i three month after fiscal year ended t;

)

Ei = Earnings re of firm i year t;
BVE, = Book equity per share of firm i year t;
CF, = Netycagh wow from operation per share of firm i year t;

TA, = T ets of firm i year t which is the measure of size of firm i year t;
SIZE, of firm i year t measured by log of total assets of firm i year t;
LEV, Jerage of firm i year t measured by total liability/total equity of firm i year t; and

GRQ Growth of firm i year t measured by market value of equity/ book value of equity of firm i year t.

104  nsasdviwdry®  Un 13 aUuil 38 Dnu1U 2560
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indicates the wide range between the minimum
(0.02 baht) and maximum stock prices (466 baht).
Means of earnings per share and cash flows from
operation per share are 2.2656 baht and 3.9024

baht, respectively. The minimum values of earnings

per share and cash flows from operation per
share have the negative signs. That is, some listed  shows that on averagei (

companies have the operating losses or have the  the market value of e
of equity. Interestingls;
and growth) have fﬁcient of variation (C.V.)
more than ﬁ' \f ate the high distribution
of all variabl ‘

The cdsrel

prese%mable 2.

operating cash outflows more than operating cash flables (except size

inflows. Moreover, the wide range of book values

of equities and total assets are also shown among

the sample firms. Although the sample are the top
hundred ranking of trading volume companies in jon analysis of all variables is

SET, the sizes of sample firms are also significant

Table 2 Pearson Correlation of All Variables

~
Pit Eit BVEit NFH SIZEit LEVit GROWTHit
P, 1.000 (\E
E, 0.906*** 1.000 °
BVE, 0.846*** 0.781%** 00
CF, 0.809*** 0.700%** @** 1.000
SIZE, 0.499*** 0.417**‘&.533*** 0.536*** 1.000
LEV, -0.082 —O.ll@ -0.076 -0.050 0.163*** 1.000
GROWTH; 0.062 %{{34 ‘ —0.176%** -0.070 -0.100* 0.4Q7*** 1.000

*** = significant level at 0,0 @j\g

x* significant level at t
* = significant level O level

Definition of varia as follows.

P = Sto e per share of firm i three month after fiscal year ended t;
. i per share of firm i year t;

value of equity per share of firm i year t;

vel;

et cash flow from operation per share of firm i year t;
ize of firm i year t measured by log of total assets of firm i year t;
Leverage of firm i year t measured by total liability/total equity of firm i year t; and
Growth of firm i year t measured by market value of equity/ book value of equity of firm i year t.

Un 13 aUun 38 DNUI9U 2560  91sd1sTBNBWORYS 105
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Pearson correlation in Table 2 shows the
positive and significant correlations between stock
price and many variables. Stock price is positively
and significantly related to earnings per share,
book value of equity per share, cash flows from
operation per share and size of firm. However, there
are the insignificant negative relationship between
stock price and leverage and insignificant positive
relationship between stock price and growth of
firm. In addition, earnings per share are positively
and significantly related to book value of equity
per share, cash flows from operation per share and
size while it is negatively and significantly related
to leverage. Book value of equity is positively
and significantly correlated with cash flows from
operation and size. In opposite, it is negatively

and significantly related to growth. Net operating

4.2 Regression Results &
The regression results of model (1)—(5 “:\
presented in Table 3 Panel A and P el
Table 3 Panel A shows that th
model (1) and model (2) is significan
with adjusted R* 86.9% and 72.

Model (1) shows that eam 3
posmvely and significantl ,',..

ance of earnings and book values is

that of cash flows and book values. It

cash flows per share is also correlated with size%be also concluded that earnings can better

positively and significantly, but it is insignificantly

related to leverage and growth. Size of firm is

positively and significantly related to l@o
while it is negatively and significantly eavto

growth. There is also a positive aniﬁcant
association between leverage and gof firm.

re positively
and significantly corretated  accounting
and cash flows).

In addition, the larg rlL have higher stock
prices, higher EPS, h

flows, higher leve lower growth than those
of smaller ﬁrr&

It can be inferred that stock p
information (earnings, boo

ok values, higher cash

106 91sarsdudwlnyd  Un 13 aUuil 38 Dnu1su 2560

in the variation in stock price that that of

Qash flows in Thailand. This results are consistent

with Biddle et al. (1995); Bartov et al. (2001); Haw
et al. (2001); Charitou and Vlittis (2010). All above
research’s findings indicate the same results which
earnings provide the incremental value relevance
beyond cash flows.

Table 3 Panel B indicates the univariate
analysis between stock price and each bottom
line information in three main financial statements
which composes of earnings per share, book value
of equity per share and cash flows from operation
per share. The results in all three models indicate
the same findings. That is, earnings, book values
and cash flows, each of them is positively and

significantly related to stock price. They are all
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Table 3 Regression Results of Model (1) - Model (5)

Panel A: Regression Results of Model (1) and Model (2)
P. = O,+ 0o,k +0,BVE, +¢;
P, = 0,+0a,CF,+ a,BVE, + ¢,

Model (1)
Variables Variables
Coefficient t statistics
Constant 11.656 8.517*** Constant 8.022%**
E, 7.483 19.563** | CF, 5 4.223%**
BVE, 0.504 11.019*** | BVE, @ 9.557%**
F statistics 1,077.369*** F statistics 30***
Adjusted R 0.869 Adjusted R’ m 28
n =326 n =326 e
Panel B: Regression Results of Model (3) - Model (5) (\\/\(o)
Pi = o+ 0,E; +8; ..(3)
P, = O,+0,BVE, +¢, .(4)
P, = o, +0,CF,+g, % (5
o
Model (3) el (4) Model (5)
Variables Variables Variables
Coefficient | t statistics ?/\\i{ent t statistics Coefficient | t statistics
(®
Constant 13.661 8.599*** | Constant 15.492 7.750%** | Constant 19.289 8.923%**
Eit 10.775 38.502%** | BVEit O9.202 28.523%** | CFit 4.813 24.734%**
F statistics | 1,482.372%** F sta@l 813.569%** F statistics 611.749%**
Adjusted R’ 0.820 /MR 0.714 Adjusted R? 0.653
n=1326 Ns n=1326
(&

KKK

*%

* —

Definition of variables are

significant level at 0.0
significant level at 0.05

r share of firm i year t;

= significant level at Q

OWSs.

er share of firm i three month after fiscal year ended t;

of equity per share of firm i year t;

flow from operation per share of firm i year t;

f firm i year t measured by log of total assets of firm i year t;

t; and

error term.

un

13 auun

38 DNUIOU 2560

Leverage of firm i year t measured by total liability/total equity of firm i year t;

915d15981B5WONYT

rowth of firm i year t measured by market value of equity/book value of equity of firm i year
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value relevant information. Thai investors uses
earnings, book values of equities and operating
cash flows in valuing the securities. The adjusted
R” of model (3), (4), (5) are 0.820, 0.714 and 0.653,
respectively. That is, earnings per share, book value
of equity per share, cash flows from operation per
share can explain the changes in stock price at
82%, 71.4% and 65.3%, respectively.

In addition, the findings from Table 3 show
that the incremental explanatory power provided
by earnings beyond book values is 0.155 (adjusted
R® of model (1)-adjusted R* of model (4)) while
the incremental explanatory power provided by
book values beyond earnings is 0.049 (adjusted R?
of model (1)-adjusted R* of model (3)). Moreover,
the results also reveal that the incremental

explanatory power of cash flows beyond book

the stock price dominates operating cash flow
also consistent with Biddle et al. (1995);
et al. (2001); and Vichitsarawong (2 y
the results are contrasts with Kwon
summarized that book value io
relevant information and QN have more
value relevance than earnted companies
in Korean stock market. (\

The regressions r

(10) are presened e

ws that the F statistics in

Table 4 P “
model (6) and (7) are statistically significant

d 0.899 and 0.783, respectively.

ws that earnings and book values
and significantly related to stock

are »
Therefore, earnings and book values are

values is 0.014 (adjusted R* of model (2) - adjusted (%e elevant information which is constistent
Wi

R of model (4)) while the incremental explanatory

i the findings of model (1). Cash flows from

power of book values beyond cash flows is 0.075 @peration and book values of equities are also

(adjusted R* of model (2)-adjusted R* of mo

It can be inferred that earnings can bem in
the variation in stock price thanva ues
and operating cash flows. Earnings e most
important information in valui stock prices
compared with book values o ies and cash

flows. Moreover, book val quities are more

s. It also concluded

e great attention to

value relevant than h

that Thai investors

earnings and th attention to cash flows
information ir@g their securities.

s which earnings provide the

e relevance beyond book values
nt with El Shamy and Kayed (2005).
Un 13 atun 38 DnUIBU 2560
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positively and significantly related to stock price
in model (7). Hence, this can be concluded that
operating cash flows and book values of equities
are value relevant information. The findings in
model (7) concurs with the result of model (2).
The adding the control variables do not affect
the value relevance of earnings, book values,
and cash flows. The control variables’ results
in model (6) and model (7) are consistent. That
is, size and growth is positively and significantly
correlated with stock prices whereas the leverage
is negatively and significantly related to stock
price. This result is consistent with Collin et al.
(1997); Kothari (2000); Charitou et al. (2001); Habib
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and Azim (2008). Moreover, the adjusted R* of
model (6) is more than that of model (7). The
combined value relevance of earnings and book
values is more than that of operating cash flows
and book values.

Model (8), (9) and (10) are used to test the
relationship between the stock price and each of
bottom line of three main financial statements,
but three control variables are added up to these
models. Table 4 panel B shows that model (8),
(9) and (10)’s findings are the same as model
(3), (4), (5). That is, earnings, book values and
operating cash flows, each of them is positively
and significantly related to stock price. The results
of control variables in model (8), (9) and (10) are
same as model (6)-model (7). That is, size and

growth are positively and significantly related

Nile “that of book
values beyond earnin 17 (adjusted R* of

model (6)-adjusted RN fel (8)). In addition,
the incremental eory power of cash flows
beyond bo c nly 0.003 (adjusted R’ of
model (7)-adj of model (9)) whereas that of
book vaLued cash flows is 0.095 (adjusted
)-adjusted R” of model (10)). It can

R® of g m
be i (-é
i rrg’the securities’ prices than that of book

that earnings can be better employed

|
&e&and cash flows from operation. Moreover,

Table 4 Regression Results of Model (6) - Model (1%;

Panel A: Regression Results Model (6) - Mg
P\'t = Bo + BlEit + BZBVEW + ﬁSSlZEit + |34LEvit
Pe = Bo+B:iCF+BBVE, + B,SIZE, + B,

TH, + €, -(6)
ROWTH, + €, A7)

M \ Model (7)
Variables Y Variables

Coefficiﬁq t statistics Coefficient t statistics
Constant —103.67@7 —4.187** Constant -111.262 -3.008***
E, 6 19.516%** CF, 0.830 2.364%*
BVE, @ 12.281%** BVE, 1.001 11.911%**
SIZE, 77 4.248%** SIZE, 10.876 3.075%**
LEV, ~1.964 —4.111%%* LEV; -3.425 —0,939%**
GROWTH, 4.431 9.486*** GROWTH,, 6.133 8.965%**
F statistic 580.594%* F statistics 235.439%%*
Adjuste ‘ 0.899 Adjusted R’ 0.783

(= 326\ \ n=326

N/

On 13 adun 38 TnU1BU 2560
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Table 4 Regression Results of Model (6) - Model (10) (Cont.)

Panel B: Regression Results Model (8) - Model (10)

Pi = Bo+ BiEi+ B,SIZE, + BsLEV, + BGROWTH; + &
P. = Po+ PB.BVE, + B,SIZE; + PsLEV, + B,GROWTH, + €,
P. = PBo+PB.CFy+B,SIZE, + PB;LEV, + B,GROWTH, + €,
Model (8) Model (9)
Variables Variables Variables

Coefficient | t statistics Coefficient | t statistics /07 t statistics
Constant -199.581 -7.014** | Constant -128.295 -3.511%* | Constant -3.532%%*
E. 9.835 34.324%** | BVE, 1.170 26.193%* | CF, 19.7271%%*
SIZE, 19.772 7.299%** | SIZE, 12.420 3.548%* SZEtc% 16.077 3.819%*

S
LEV, -1.809 -3.127%* | LRV, -3.577 =5.144%** -3.415 —0,105%**
GROWTH, 3.221 5.824*** | GROWTH, 6.485 9.645%* 4.332 5.413%%
F statistics 469.082*** F statistics 288.773%** 179.883%**
Adjusted R® 0.852 Adjusted R® 0.780 djusted R® 0.688
n=326 n=326 ‘n:326
®)

*** = significant level at 0.01 level, N
** = significant level at 0.05 level, (\
* = significant level at 0.10 level &
Definition of variables are as follows.
P, = Stock’s price per share of firm i three moggh after fiscal year ended t;
E. = Earnings per share of firm i year/; Q
BVE, = Book value of equity per share rmrei year t;
CF, = Net cash flow from operati share of firm i year t;
SIZE, = Size of firm i year t mey log of total assets of firm i year t;
LEV, = Leverage of firm i year t ns&asdred by total liability/total equity of firm i year t; and
GROWTH, = Growth of firm iy measured by market value of equity/book value of equity of firm i year

t; and
€, = error term.

@ed in explanation of

inig cash flows.

In sum, earnaings are the best value relevant
information céﬁ%red to book values and cash
flows for sted companies in SET100. The

rest sistent with Bartov et al. (2001), Biddle

110

book values can be b et al. (1995); Haw et al. (2001); Charitou and Vlittis

stock prices than (2010). They summarized their research’s results
in the same direction that earnings dominate
the operating cash flows in the explanation of
market values of equities. The plausible reason of

consistent findings of this paper with the previous

915a159818wOryd  UR 13 a0uR 38 Dnungu 2560
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studies in developed markets is that most content
of law in Thailand is influenced by common law
system countries (Triamanuruck, Phongpala and
Chaiyasuta, 2004) same as Anglo-Saxon countries;
although Thailand is the code law country. Thai
financial reporting standards are also developed
by the private body, the Federation of Accounting
Professions same as the developed countries.
Therefore, earnings are the best value relevant
information compared to book values and cash
flows for the listed companies in SET100 in
Thailand.

5. Conclusion and Discussion

The paper is set out to investigate the relative
value relevance of earnings, book values and cash
flows of listed companies on SET100. The main
findings is that earnings, book values and ca

flows are value relevant information. Earnings and

book values have greater ability to explain thé®

changes in stock prices than that of @gs
and book values. For univariate and
incremental explanatory power s, earnings
have the highest explanatory podescribing
the variation in stock priceared with book
values and cash flows while cash flows have
the least explanatory -Co@ in explaining the
changes in stockAari @ is result is consistent

ttyfes (e.g. Biddle et al., 1995,
,’Charitou and Vlittis, 2010).

researcher adds three control

with many previo

Bartov et al,,
In additio

variablech composes of size, leverage and

stock prices while leverage is pegati
significantly related to stock p
control variables in research

information. Earnings
information compared
flows from operation. i inwéstors pay attention

than other two

i and it is also consistent with the price
luation model of finance theory (e.g. Dividend

Disgount Model: DDM). The results of this paper

ill provide the guideline for the Federation
of Accounting Professions (FAP) for revising the
financial reporting standards related to earnings
for such as TAS 18 Revenue; TFRS 13 fair value
measurement. In addition, although the book
values and cash flows are the less value relevant
information than earnings, the FAP should also
pay attention to revising the TAS and TFRS related
to accounting items in Statement of Financial
Position and Statement of Cash Flows for fairly
measurement and presentation which can enhance
the relevance properties of book values and cash

flows in the future.
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