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Abstract

Earnings Persistence impacts pricing of the firms and past studies find that
conservatism is negatively related to earnings persistence. Extending these prior studies,
we examine how earnings persistence varies when the level of conservatism changes. The
results show that, when the level of conservatism increases, earnings persistence
coefficient first increases and then decreases afterwards. Sample firms with conservatism
index near zero (i.e., when the firms’ accounting is neutral) have the most persistent
earnings. The relationship between earnings persistence and conservatism is a kinked
nonlinear function. Decomposing earnings into the accrual component and the operating
cash flow component, we also find that the kinked nonlinear relationship only exists
between persistence of the accruals component and conservatism. Based on this result, we
further decompose the accrual component into the discretionary component and the
non-discretionary component and document that the effect of conservatism on the
discretionary accruals component is the sole cause of the kinked nonlinear relationship. To
address the inconsistency between conservatism and neutrality, the IASB excludes
conservatism from the notion of faithful presentation. The empirical results, that earnings
are more persistent when accounting is neutral, in this paper are consistent with this IASB
decision.
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22k aF AR B BERRAZZAFFLT LG AEITRE (AR
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AU ES 2 2 B AR R ARRAEA T ERE FAEF LD
BERT A Ty T2 RAUER o Rypm AL 0 B RA EERARR SRR
AR BE C AEREARR OB RRARR B A F B ahz BT JRRARA R
REBRREF I VR MPAETE - APy T2 FEERRE > &7 F
RERET > AFHFL (F L PRESEF) HFFHn > WEREF
EirAe R h A FABEFEET 3 AT 2 EAE R AT 5 - A
B (H) 4™

Hy: PAFTETREERAN A Tt PR FRERAR N P
AEFHERAH e 57 %l (TEREBRK W FHE
s al@gir gt )

Ramakrishnan and Thomas (1998)# 2 47 7 e & % 5 4%
FEH O ZRETARRLIZAR LS ZEFE R 2 G R2ECHE AL
%2 AT AKZHAE T F f#m‘ﬂ & 2 F ¥ £ & e 4ok Givoly and
Hayn (2000)#7% » IR &7 & 2 & .9 Fenigdiiscr ¥ 7 € 2 DR A#H €
R E o A R EPRE KT g 22 @ 58 - Barth, Beaver, Hand and
Landsman (1999)#& 1) 3+ 78 P fo b <X - LR g3 R AR 2 F g
%iﬁ¢,J@zfgL'rﬁ;zq§,r] gb'?lﬂ,$/::'§‘"ﬁ7~ﬂ?'m BIppla 4 o ¥
Richardson et al. (2005)4p 1 f85 § 35 2 3 A K44 > @ k- A RIp oy
AV R REp A2 T ‘5—&5 ’fE—F?“'— AP faéi%% FEMAENMEREOR
PEZAREIMRRIVED EFAFEFL BENPAFEE o R D
FHAEENRENEFFEA LR ATHRT t&g 2 BRI T R Ay
3k (Fairfield et al. 2003) - = Sloan (1996)#9 NPARFFEOE Kicy £ ERRE
mE B by PRI E L Jp%o&p%wiiﬁ%%’%%
FYEFHIFA (2 LA FHEXLZ) X285 RAFHISNLTE
FEEFAEFY LR o

Li and Zhang (2010) ¥ AR % i+ s f8 i 8 F BR3P 2 &8 2 2 F M
Y TR S LA e S O N <R W T 'lﬁ’*vf}f ¥
PA TR R PP FRAEREE T AR RI D B A 2T



FoRE S PEAE-BTR P FR RO L RN G 45

e N R QNI %?iﬁ@ﬂﬁﬁﬂﬁiﬁﬁ%ﬁi’@
aqﬂ&‘mia*mﬁfﬁ 37 ??%#HB°WwﬂQmDﬂi
RE LY BT RS LB YR P Z P 2 é”ﬁﬁi’”
iﬁ%’ﬁﬁfmﬁaﬁ%wﬂ\ﬂmﬁméﬁﬁ@&WBmé FEE ¢
e B RIEIE D P dF L P AFRREN T G2 LS o

&%ﬁ%gﬂwim%@?ﬁﬁw*i%f%%ﬁ’ﬁ%gﬂﬁ@ﬁﬁﬁ

A2HFEFAZHBF P A RFRESLZEIRTAN LD R b ol

L AHIAIR (FREFFE) 407 Fﬁmﬁ **fiorﬂtbﬂr\pi«a TR YOS
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4 #7834 % 452 (Richardson et al. 2005) ; * 22 MR AE P A F B EEF
MZAGRERG AP LD > A R ETP AL LRET I GREARE DA
P (Teohetal 1998) iz HrE ;%4 % 453830 B F 4 SR F MR P 5 Lo
Xie (2001)#%-F o3& Z %A 2 AT RFED AR THERED 2 FE
BHIRECE TN REAREZ RIFR T -HIFRRP IR "55,4}@-%;{-
WIERI AR FAAL TN R o FM AR T & Xie (2001)iE - H B-F AT A
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PR REERRENE G P PAE EE RN B Y PSS g A
RGP IBREIHED ZHRLF > 0 A2 AT 5 = B ER(Hy) ¢

P ERARVEPZIFIEIREBRE R T 1__7 FRE R
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LG E e 7 ’ﬁ»l@#&tf"fﬁi@g‘} j—*\ o ¥ REBE S FEE
22 HRHE AR (2008) 4+ 445 B & £ AERERE2 AT 5 o 0 5 & %40 1081 # 1 1994
Eﬂﬁ@z?ﬁ%ﬁ,m%&42m3&ﬁﬁﬂﬁ7$m%ﬁmﬂﬁ =
4 P irE £(2008)2 1 5k o AP A 5 1995 & 1 2010 £ £ 16 £ - 7 K&
f“rg\@“’ » 12 winsorized EJ2 AT ik | 1% &+ 99%mﬁ'3 o feabzt
f@:‘lid’ﬁ?ﬁ%f’vﬁﬂéﬂ%’li” %fﬁﬁxﬂigf&’% 1 & Tl peh o E g
ST YRS 7y ERZ WSS E DT F 199645%1997&\2009423% 2010
¥ "}"‘-,ﬁ' R AR P ERFYF S 1998 £ 3 2008 £ £ 11 & o 7R
X 11,582 & A~ & o

=~ Ritd el

ITE KA T DFFE LTS 2 B 42 (Beaver, Landsman and Owens
2012; Shroff, Venkataraman and Zhang 2013; Ball, Kothari and Nikolaev 2013) -
Wang, hO gartaigh and van Zijl (2009) b7 4 se3- R ikdp R W /,?L = 2) N
BoriEd 2 );Jcﬁxﬁf ® % g Basu (1997) % $t4L% Eﬂ?;?’%%fifg o TR B
(Feltham and Ohlson 1995; Zhang 2000; Beaver and Ryan 2000)=x z_ » Givoly and
Hayn (2000)2t4 38 fis358 p e fE ik % = - %@ Wang et aI (2009)ala+:
Basu (1997) 7% = 38 ¥ 5t 3 - B> 2 3§ 1( )Jﬂ«z g 78 i
5.9(2)% SR T il R R AT 4,3%@@»%nwm
AR Ho cn IR s AT IFLH T R R mul«ﬁ%ﬁxv Roychowdhury
and Watts (2007)4; 1 d % < 38 ey & ’# BAGTRE BRI AR
F - L 3% o Givoly and Hayn (2000) 1 g e ¥lﬁﬁi/§z LD AFR

B D A RRARRZHFE LB HRPUAFAEFERHED FLRE
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Pl B BB F ZR BRI B ERIAD AT A
FPEERFSEIRAFLE 21857 ff ¥ 2 2L 3 3t g @ (Givoly
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B A T AMY %“K%“?*“’K¢ﬁ%%*%w7ﬁ%(%%%%
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At Basu (1997)% $H4E2 R EAGE 2 3 BBV FE FT 27 0
WA YR SRR D BaveF B e £ F- A B BT i ARy
{5’ @ Givoly and Hayn (2000)2. 4p 1% % € 3% frE -3 % € XL R W H2 @5

FREFEaE s 2 fRREE o Vb BT E 2 Rk C_Score
(Khan and Watts 2009) 7= ¥ #r& i W] = 7 & 2 gﬂ%fé:'ril IR A 3 R
Basu (1997) » 7 3t % o fEitdn i 0 Flet 287 3 7 #E 4 Givoly and Hayn
(2000) =8 = 3 > B AT Ahmed and Duellman (2005)B~ EE Y ER
IEp 2 E’ayf—;‘:l PHHTE x,-‘;;?f  TRF LRI ERS AR & m/ﬁ,rg Rt
R BTEaE o Fk b (-1)iFL 2P ErmA 2 R (7 CONGH;, %K) -
5 CONGHit B AR o AR xiﬁiliiﬁr% ; CONGH; BT % 4 273 £
FEERE (e ? 2 ); CONGH B f EARL £ 457 f£5E o 258407

CONGH, [(f NO:/:‘\CC")/s}( 1), (1)

He o,
NONACC;; * #-4 & 3o B 3 TA; * TR R4 i 27 AT AFE -

Y ERIA P 3t E A& % Givoly and Hayn (2000) 2. =& » 23
ERPFAP= (BEFEPREEN + I7HF Y - FERRERENE)

- (Blctezrgddic + 3 h Fb i + R *‘%i’vﬂi Sl RS R < oF
o TR g B ) o

* R AEHD

A B ARG FREERF IR ORE ok 2
FH(CONGH)# B %~ 5 I 2 PR A & M
T PAFFEOR > FERI T
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Givoly and Hayn (2000)4& i¢ 45 153+ & 2 & z‘tip' i e

CARL U RFAETED THOEFERERE FREES AL AT Z A RR % o 10 M g
AR H/v‘%fr ()

20 Chen etal. (2014)7 14 7 & L 353 B R 224 8 st 98 B Wang et al. (2009) R f SL 3P & 2 ek
= # T 33t (4e Ahmed and Duellman 2007 % Lara, Osma and Penalva 2009 ) > «#= % a’z},@ DA
MZETHDEFEAFAFERIAD > FES S 7T CREEAER 3 4> ’%M Rt p o
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DAt fi 2@ t1HA 2RI P > 38 P B354 4% Kothari, Leone and Wasley
(2005)3* 5 = % AR F A TR o

NDAs i 27 t1 B2 B R R » £ LR 0 RS BT TR+ £ 2
WA AT AT .

OCFip i1 27 % 1P FEFHFRENE > NHARFTATR -

A (4)2 Trlic fr 2 BRI P AL F 2N Gl R Tk pr AR
'*ﬁ}ii@ﬁm FREARORE FREEARM A R RIA I FFELE
AR e @ 8T endB R *“"fﬁ P AT BIRE AT R (Hy) 2
FpE oo

A !

CREAFRFELA

2013 Wl At B R o Y iy *fﬁﬁwﬁfﬁﬂl
foit % 0.0581 ¢ i 0.0492+ < & % 0.4934 « 5| i 5 -0.2558 ¥ Ew
I & B (OCFiy)enT 35 0.0719 > ¢ =i 0.0673 &~ B 5 0.5107 &
) 18 5 -0.4949 © Jg3+ 3 P (ACCirq) T 3518-0.0138 - ¢ =47 -0.0260 » &+ & 3
0.6277 » &) & 5 -0.3229 - 244 € 1+ 3+ 7 P (NDA; 1)L 35 %-0.0063 » ¢ i~ #c
%-0.0035> &~ B 5 0.1167 > #&-] & 5 -0.1270 - $* & & -78 P (DAi) L 2 E
(-0.0074) gzt 38 B M4 3t38 p T 39E(-0.0063)- > @ ¢ =¥k~ &t BEIR] B
4 %) %-0.0132 ~ 0.5921 £2-0.3397 - § B 4 iz 4 ¥ (CONGH, ) % 2. T 3518 %
0.0105 > ¢ =# % 0.0085 > #& =+ & 5 0.5509 » #&-] & 5 -0.4257 » H T35 3 3+
PREE AL T RIS BT EF DG BRI g R o AL 2
R A P E 2 R IR B(CONGH ) & & & > B Agil— 2 bR a =
FEM ARG o ¥ EEH IR 45 (OCF )T 30 @+ 8 ¥ £330 #1872 )
(Ei)L3=iE » [@}Q‘LIE pIisiEy & f % £ Dichev and Tang (2009)#g 2 o

% 2 BRI ANRE ¢ Y Y ENPREENE) FEEBREN
£ (OCFipy) ~ 8 it 4 #%(CONGHi,t) M358 P (ACCip) ~ 2o48 £ - 50 P
(NDA )2 3 £ 123770 B (DA ) T 32 B enff £ 4B 10 o £ 80 03 R
Ei\’%“%f“ éﬁﬁli\%‘“?] v @ F R L (FE R R) ~ R 2 (& e
PP REEN Y EFERRETEE B ARTR) SR 3 (FE B

# Kothari et al. (2005)#-5 »cip - ¢ *0 398 B fF 50 0 gl e R R0 P R R
FEALRADSTE RS REELRFIED GFENARRKR T F R HRE P RTA
et L (g d i)

DA =TA —[5,(1/ Asset,_, )+ &5, (ASales, — AAR,) + 5,PPE, + 5,RO A, |-

HY DA GHREREFAD > TA 5 R Hc 0 ASales; = 4 [ EFE e Fdc 0 AAR & %ﬂ'{f”é A
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B ~FEEEAP 2 AR EERGADAETR) o J B LB RBEERET
SRR GBS BB AR B or 58 o @ 77 B Givoly and Hayn (2000) #7% %=
R P SE Y L2 48 L2007 ERA L TR 4 B 2 3Ry
? ’#;KF'B%&L & ,;a‘f s VAR B3t an p o eng i ABS A e s Bor ZApanig it A
B R p AR IE p oo M 2% 722 Givoly and Hayn (2000) 2. &3k 58 i 5 3t 38 p
(ACCipy)efir # % 1t ABF x R F M3 P (DAp1) 2 % 1V 48540 10 (5% 2
B3) - dB2ERM3KT > FEFHEOFILAEFIZ R RIED > A g
PP ORI AR KRR EMERIAD  EFEIARAET LR R R
e S N

%1 #3 R E

UL FHE el BEL hlE el testl BAE

Eiv 0.0581 0.0492  0.1079  -0.2558 0.0065 0.1051  0.4934
ACCi.1 -0.0138 -0.0260  0.1229  -0.3229 -0.0765 0.0306  0.6277
DA 11 -0.0074 -0.0132 0.1196  -0.3397 -0.0668 0.0421 0.5921
NDA 1 -0.0063 -0.0035 0.0375  -0.1270 -0.0287 0.0179 0.1167
OCFit1 0.0719 0.0673 0.1294  -0.4949 0.0095 0.1358 0.5107
CONGH;, 0.0105 0.0085 0.0346  -0.4257 -0.0026 O 0216 0.5509
BT E CE I 2P th Y ERPREEN S A RT AT S ACC t i tlﬁM% LEP
PAEPENRFYENPREENRYESFFRENE > TP RT AT oc:|=,tl i 2P 1LY E

EHRERE WA RTAT R DA i 2P LI AR RIITP S NDAL ti 27 tlﬁwki\ﬂrﬂ%
335 p ; CONGH, : 2 Givoly and Hayn (2000) YRR AT MG efE xt#ﬂfﬂ 1 * #=11,582 -

22 HAAREFETIOE

&R = ACCi DA 1.1 NDA, ., OCF; 1 CONGH;;

1998 0.0583 0.0167 0.0314 -0.0141 0.0422 0.0008

1999 0.0672 0.0080 0.0203 -0.0125 0.0599 0.0012

2000 0.0724 0.0160 0.0271 -0.0103 0.0572 0.0025

2001 0.0456 -0.0342 -0.0225 -0.0118 0.0800 0.0040

2002 0.0567 -0.0171 -0.0116 -0.0050 0.0726 0.0077

2003 0.0671 -0.0042  -0.0013  -0.0030 0.0707 0.0110

2004 0.0649 -0.0043  -0.0052 0.0007 0.0685 0.0146

2005 0.0528 -0.0301  -0.0236  -0.0065 0.0839 0.0156

2006 0.0683 -0.0067  -0.0026  -0.0040 0.0745 0.0184

2007 0.0693 -0.0122  -0.0087  -0.0034 0.0822 0.0160

2008 0.0233 -0.0561  -0.0501  -0.0063 0.0793 0.0130
o RETE E, 0Pt gy "“KF’Bfﬁ.I; EA WA R T AT R ACC, 2P LI R o
PN BT Y ENPREENRY EEBR LN E P RTATROCF,, i 27 t1§ L5

BhinE o Ui RTA TR DA.Il |27 14 R AL MR B 3 NDA 13 7t 2 R R
B : CONGH;, : ™ Givoly and Hayn (2000 P T PR AT MR AR R o 1 A #=11,582 ¢
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3 FH AR REp M e, 2T 2 5 Spearman & & 4p B A 47 o
+ 1 % % Pearson ff L AR B A 4T o {RARM 4T gk o MY RN RIS E
FI(Ei) & & i 45 #(CONGH; ) cp B e = & ¥ f #c > Pearson f £ 4p B fhdlc 3
-0.1213 ( Spearman % %&»#p B~ 47 5-0.0289) ; ¢ £ E® R £ 758 (OCFi1) 2 48
Edp 2 A M Tl s B F T B Pearson ff £ 7}9? “%#c s 0.0676 (Spearman %
Boip b il A 01381) Ra g3t p (ACCi) & f%u‘g Sl EL A
Pearson ## £ 4p B 7% #c 5 -0.1811 (Spearman % % 4p B % #c 5 -0.2190) o

%23 #IREZ Y GikE

Eis OCFi1 ACCisq NDA 1.1 DAi+1 CONGH;;
Eis 04817 03780 0.19237 0.3286 -0.12137
OCF; 4 0.4957"" -0.6153™"  -0.0536"" -0.6066 0.0676""
ACCi.1 03577 -0.5242" 02274 0.9460" -0.18117"
NDA, 1 0.19717" -0.0518"" 02235 -0.0852"" 0.0300""
DA 1 0.2930"" -0.5144" 0.9054""  -0.13417" -0.1960""
CONGH;; -0.0289™" 0.1381"" -0.2190™" 0.0652"" -0.2429™"

3
.2 T > % Spearman #p if tx¥kc 0 + + > % Pearson 4p M i o % A #c=11,582 -

QRIS CE I AT tPBEFEIPREEN > MPART AT R ACC i 27 LW RFAEP o
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