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Abstract

This paper investigates the value relevance of earnings in four transportation industries (railroad,
transportation by land, shipping, and warehouse). The business environments in those industries are not
the same as those in manufacturing industry, since a part of transportation business is influenced by the
industrial regulation. Moreover, the transportation industries have a characteristic of the network
industry. This paper especially focuses on the issue whether the value relevance of earnings in
transportation industries is different from those in the manufacturing industry.  First, by adopting various
regression models and by examining across industries and among periods, we find some distinctive
results in the transportation industries. In the railroad industry, earnings is valued as if investors expect
that earnings will be smoothed by the rate-regulation. On the other hand, although earnings is not so
highly relevant in the shipping industry, earnings is value relevant in recent period. Second, the value
relevance of earnings in transportation industries does not depend on the relative performance compared
with that of the manufacturing industry. We cannot detect the evidence that the performance of
transportation industries is evaluated in comparison with the manufacturing industry.  Third, in railroad
and transportation- by-land industries, the value relevance of earnings differs in the size of network,
which is measured by sales volume. In some industry-periods, while earnings for the larger firms is
value relevant, earnings for the smaller firms is not relevant. The observed results in this paper

re-confirm that the value relevance of earnings considerably differs in industries and periods.

Keywords: value relevance, transportation industry, relative performance evaluation, network, industrial

regulation, Japan
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IMC R o TR D Z L3 ZEEEOFIGEIE M RESE & O g TR S Tn
D EVIFELITAE LR 0T, B3I, BREENB LI OREEENICKITS XY hU—2
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D LIFO TH Y £ ORMEEICBIGHE PR EZ HT- 2 TH L5020 <0 REEDR
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VIO 11 (1986 4 3 A I —1992 4F 3 H 1) . FAMERE L7z 113 (1993 45 3 A ] —
2000 4= 3 A1) o 3 2DIcX4r Lz,

DXL, Xy NI OMETHDH, —KIZ, Xy N =7 OBEIZIFIZEOKE L E
WMAZ RS 5720, A7 L TR Fhr) Ry FU—27 2R SEeEXT, The b
IR WA TR AE LN L THEFEMNZ D, £, O Ry hUY—2 D
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L, WhWwhH Xy NI BRTHDL, Thpx, REBERXy FUV—272FL T 54k
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TARTPRE EOEEIFH ESN T LD TIERL, £, Z0REH IRy hU—72
FIRIC X2 ICE TSI S B TWVD L IENE LR, HFHM N E) %2 &%
WCRFET 2 Z EIFHIRENTE D . MFRHAEKRE L. WOz 57 FIZHRp L S
NoE"HThD, ZidOflFIEL, FliEd value relevance Z K F &2 ThH A 5, FifH.
X b U — 27 FEEORIE D relevance 23 W 2N, BEEL TH AR T IZH 5720,

Xy hT =7 FEEIZBWT, 77 U AOBIEE ECIEM B BRI L T oEFN
MIRENTVD Z LiE, WL ODDOEATHIZEIC L » THER ST % (Amirand Lev, 1996,
Behn and Rily, 1999, Klock and Menga, 2000), & <12, IT 22DV T, Web traffic 72 & @
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72. 7o & Z1E. Trueman et al. (2000) <> Rajgopal et al. (2003) 1%, Web traffic (Z kA% B

— « 2 A FOHIE (Lamm-Tennat and Rollins, 1994) . #F#: % (a8 (Cahan et al., 1997, Stammerjohan
and Hall, 2003) , JH A&y & X 584 o[B8 (Cahan, 1992, Rayburn and Lenway, 1992, Key, 1997, Han and
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BEIE SO B RO R 2 BIROEACTHAT 2 2 iz 28010, Milne (2002) % &,



e EHEL TWDHDIZI=W LT, Jorin and Talmor (2001) <> Keating et al. (2003) %
ZHICHERENTH Y | BHA R FIE OMREFE O relevance Z m <Gl L TV 5, 7272, &
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EQAY/NAN

ZOETRY EIFAEEEL Ry NI =V EETH LN, RESLWIRITA M~
BREIC Lo TEBRH Ry NI =7 BBEINTWD, O, EIGEFEN RO BE L &
FLTH, RXy MU —7 OBBEO K EZ I 03F4E D relevance IZH 7= 2 DB E S+ 252 &
NTE D, 122, ZOMETHMEORELTL0F7% L& TRl EERKTHY . £
BXLTLHERER Y FT—7 ORMEZBEBEICRBL TORY, S 62, KB 2 AL
ELTHEBL TV D EEFIEHBIRELS 2570, N ICHBIC L 2K ERBE SN
ELTH, ZNRRERY N7 OHBEIZX D200, TR b RET LG EDH W
DI AEZ KR L2 DO THL00F, HHETIEHZRY, LrL, TOMEEZZELT
b 7pd, FA—PEEN TR LEBUEIC X > THIZE D relevance 23 572 5 073 %, 272 1 Ak iR
BMTH D, ZOMENBLE ST, Zhid, FZEO relevance 73 = G LIS 0 B 51 B A
WCHEASND 2 EERTEEBRIME 2500 Th D, LK #EEDOHIED relevance % R
AE L 72 EATIIREN 22 e b BE R bbENIE, T OfmXOOHHERIZ, BHEHALEMKEZ LT
<hdEWFHIND,

3 HrIL-T—4

RIBPEXEZE T DITHTY | ZOWRP G E LTIRY L5 0ik, #:E (Railroad) .
[i# (transportation by land: Table Ti% Land Transportation & #50) . #f## (Shipping) . A&
(Warehouse) D 4PEXETHDH, Vo7Vt EGEEDI B 3 AREOMREZ T~ THf
Rl lic, W7 VoffildTablel @Y ThHh D, Fio, O F~—27 L35 8E
EOH T E, KA JH(2002a) L R U TH O, o#rsERiE. KHJ(2002a, b, c)lZfE# = i1
CbDTH D, Y7 NOXFEIEIZT X CHMRE (FE)) oboThd, LERME
T — 4%, 1999 4 3 A #F TIZH K NEEDS 7> 5, 2000 4 3 A Hlic oW TIE RFEE TINE
U7oo BRAGIE, SRPEREFH @A O CD-ROM 22 b 707 m— K L7z,

B OFR R, Table2 2 E L0 bR TS, HEtEILT T, AiMIRKMTT 7
L= hLTWARW LISV OBEIZONTOLDOTHY, 3BEOHETFTIX. ErbFY, A
TAT v, BERAEZRL TS, EHORBRIFEOHLWIZIZEHS N TVDLDIE, F



BEAT 4T DOBEIFX2HOETHY | BEERZEZICHONTX, E0BERELZFMET
b5, TOFREICBNT, SHMORERENS LAY GEHENE) BAITIE, T
EIZOWTIEHFESBERE L (BELRW) t REZZNENAToTo, AT 47 ITD
VT, Mann-Whitney @ U fREIZ L > T, 2 IO D K/ % big Lz, ST OHM O [+
FNEA ERMEZ R L TR Y L Tx) 13 10%, T**) 13 5%, [***) (3 1%DKHET 2 o b
FOENAE TCHL I EERLTND,

Table 2 IZ L % &, SKiEZEDORMN O FH1E, 1986—1992 4E D 11 H] X v & 1993 —2000 4E D
MOIF O BEm<RoTWD, ZhiE, NHIZEWT, o R 722 IR GRH A, i,
PHA) BDEHSNEZOTHD, ZOX ) R TIE, HAMikEEZ Z 0 £ EHHHELK
& L7z OLS ik, AR WAy —MoMExinx s & PREND, LorL, 205
T, BTIRGRMiZ T 7 L —2 — L5 2 LIc L 0V AR —tha BT 5720, IR &4
LY TNITED TN D, Ik, BB LIS O RS TlE BRI KM AN 7 Vo 1 s <
FORDMER L7 NI & WS | H R ZEB 2R LT D,

HEME, BRERGE, MAER EOEFOBMIT, EEICL-T, BBEL A>T
D, BREREIZHOWVWTIE, IR EHORBEZR 2D, AT 47 o THMT 2 0ENH D03,
FIES K HE TR ZERIT N0 I T THEEICEL TW D DI TiERzwn, L L,
IR ZALEEZ LD & N CIEBRERICEE L TV, 202 ik, Flgo kL & 24t
B L Tld value relevance 28872 25 Z L A RE L TW 5, fil)y, [EHETIE, Fl2EOKEFEHT
HAEFETH . LIS NS TIEEREA R E L. 1S 18I TR
TLTWS, ZhiE, SHMoRKENESGHEL TWD, Sl & EE o L& oMz
1%, FlZE D value relevance IC HHIEZ 72 5T O, ENDRFHREIC LD,

ME TG, FIROKEEIZ, ST AHIC ER L%, RREXBICETHELTNS, =
72, R OZALFEIZOWTIX, 3 HIOoHWEICHHE R ERITBE I Ty, Zhix
FEr ORBENFEELENTVWDEZLE2RLTWS, T, HEECZVWLTIE, ©
RRE EOEEKNO, BAHIRE T 270 OREERNEM N TWD —F, ERFR
IR E A RET 272D OBRBRA ERM S CTH Y, WEEIL, 27220 Rk FE¥ET
bo, WhIE, MERLOXFEMEITEMERELXBORICE > TEVHENTZHDTH Y,
ZOFIRIE WD relevant TH DO 0%, 1R FEED LV, 2O, 2O XOMAEIC

ZITOREIZ. —mEBEOSEBOWICEIA b0 TIE AL . FMAMSTHH AR LT, I HE
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BHEETIE, FIBEZEOIZI T, RROEIL BT 2HEEZRLTVDHDICZNL
T, BRI L REFEOKEEIT, NHE MM LDOLWIEICHERAERITR N, ZOR
T, BHEEOEBHANIT, HEXEOZNIZHEL TWD, LER-> T, FEECOVTY,
F 4k DK UERE & B LB & D &\ 72T value relevance 28 & D X 5 IZ B2 2 B AT
N5,

COXEIT, ODELBIIRHEEXL V- ThH, FRIOEREZ LICEFOEMITR R > T
W%, Table 2 OfEFIL, FEZE T LIZFILE D relevance 28 e DR A HER S5, LIFL
L EEMKEEE LZE ., 1EOXFHE®RD relevance SRFAES L, TORRITH &5
W TRER YL O [E BRI 23 3 5m S AL TV A, 1E72 LT, £D X 9 e MEEICHE X 220
DTHAI D TTIHANTZL DI, ZOWHZEDHE 1 O HBYIE, 4O value relevance |
BRI Z &, ERETLICRRS>TVDLEWVWIRMERIET 22 LICH D, ZONFEIE, EX
BIRPBR SN TODRITHRICI-VWL T, BEELAEREZZMET L THA S,

4  F|#£ D Value Relevance
4.1 FFEDOKEELHD Relevance

AN R K HE D value relevance 4 #1551 PEZE R fERE L X 5 . MRAEMIRT 3.1 ) (1979
3 A —1985 4 3 A/, 111 (1986 4% 3 A1 —1992 4= 3 A1) . 111 #1 (1993 4 3 H ]
—20004F3 A O3B Lz, ZZTHRHLEEIRET VL, DEDHEY Th D,

Pit:a+ﬂxit+z7/ij+uit (M1)

EREML)AT PIIRAE, X I13RGE EORE QA RH7ZY) . DIFFEEZRTERS I —
IRAGETE, 0 TR, t IREFE REH) ThD, B, RY—SEEEMT 20
A BB OF 4 & AR AR OMMIT, AiTEROKIMGTT 7L —F L (BLTFOFXToD
T Vb FRER)

[ HEE O FG B 1x, Table 312 % & 7=, Panel AL E %514 (OP). Panel B 1% % Fl 4%
(O, Panel C (Z#FIEE (ND) OFERTHD, £ 3EOKMEIZ, Erd, REIFRHKEE,
White @ t i, WIiEEDHEHETH D, B, ERBLOFES I -2 O\ TOHEER
Fix, HBReEE Lz (LTRER),. £7, SHEXOM R AR L L O, HEMRIT. 34



& b value relevant TH 523, I HIOFEKEIT 1% TH LD T, 1 HE INMHBOA
BKHEITAR O, BRSO KR, 1 ISRV T DA relevant TH 5 (1%KHE) , il )5,
AL IE—H LT relevant T2V, ZORRE, HEFZETEEAEOMAZ LY b
relevance 28 SV 2 & L& 1 HITIEFIZE O relevance (TR W2 & 2R LT 5,

PEER DR RIT, SREEOZN MM TH L, % 112, 3 Ml U T relevant 72528 (%
MRl TH Y EEFRT BT, REFIZRIT T relevant TiEZ20, 5 212, &REF
25 1 HIT orelevant TH DLWV TH, ZOHEKETEDD TES (10%) . FILED
relevance |X I HliIZEm W EIZF 2720, LA, 3 ODFEEDB TS relevant Th 5 D%
| ITH D, 2oL, FIROBKE RO R & REEOR R LTGRO TH Y | BIREE
WHEZ R L TV %,

WEE T BV T, FIZETE L S 1F & value relevant 72 1E Tl 72\, MliFIZRIX, 3H#IL
% relevant TiE7e <. DTN N HITEB W T, B EFLGE & RFEFIZED relevant TH D (W
T 10%K%E) & 1 TIIAIEE O KAERIT relevant TIXZR W23, € O JFIK 23 PEHE B
KIZH DO, ZOFMILOGH N BTG, 7272 FIZE D relevant ToH 2 11T,
HARKIIARRR THo72b DD, WEER TIEE L OB O K o TEIRA A E A 72K
THDHZEIWCER LW, RRACEKNFILE D persistence 21K F SH72— 5T, HEERD
P XA 2§ O persistence & EH X w72 L TFRIND, TOXIITHKTHHENHEE T
D16 22, N HITHIZED relevant (IT72 > T D 2 &iE, E<ICHEBIZET 5, k. ifF
BEEREVWSZ O T CHET 2 52T, 22 TORRIIESOO TEELEKE LD
Thb9,

B O E RS O relevance [XEEE O ZICHELLL TH Y . FIEOLEEIE, 1H &1
HTHAMICAEREDETH D (T v 1%KHE), —F ., BEFIZE O relevance (I i
EOZNIEBILTEY, BEFET N HTDH relevant TH D (1%KHE), #FEE D
relevance (ZfEEX DO Z N L HL L TWD LD, 1 HTiX relevant T2V, W ORI
B 1 TIIRIER 2 relevant T2 AL, 38 LN #EEF 24§ @ relevance 28 #if 48 LV $495 - T
WD RIZEBWT, AEEOMRIIEEEOMRICHML TWD, ZhiF, BfiEIZESNT
W EEORERENELL T D720 s Lve,

O, BRI VTNV I —EMFIT D LR, BRoOEEL SR L T, Rl
o value relevance Z 3414 %5, ZZ Tk, BARY T a1, ZhlAz 0L+ 54—
ZH D ZzHA LT, FrRoblENzHEE L,



Pit:a+ﬂlxit+ﬁ2Dint+z71Dj+uit (M2)

Table 4 12, (M)ROSHHERZEL DL DOTH D, ®iE¥ (Manufac.) Tix., I1H# &
I OMFILE A PR T BRI transitory R ERENEENTWDH, ZRITZWL T, il

IR DA FER TIL, FUE MR E TIZE KO transitory PERBIE S LTV W, [

2T X ToEEN rrelevant TH 5 L EZX2DTTERVWOTH D, 7272, SEZED 1
Iz W T, HRIZ transitory R EEN G ENTNDH Z LD FEGRTEZ 5, Table 3 TiX, I
B ORI & AR T irrelevant TH > 72DV LT, 2O Table 4 Tid, AEAEI
B DD, FIFRIZ DRI AERIEOMEIC > TWD, ZOHEKD transitory 115,
WEEE T N HOEEMIEE 1IN HOMFEICO W T HMBTHZENTE S, —F, [
HE L BHEICHA LTI, Table 4 TIXHEK O transitory YEAZFEFE T2 2 L B TE R0,
IORIZBEBNTH, Thb 2EEDKERICBANBESIND,
4.2 F|EDEILE D Relevance

— I, RIS OKYERE & AT R R ZFWMNAEZ A L TH Y., value relevance b 572
S TS, TTICRBHFEIZ OV THEND T K 91T, KUERH & B{LEH BT 5 By h) & 7R
THEXELFMET D, £ T, ZIZTEUTORUFRIC LR > T, FIEOL{LEHD value
relevance Z f#iE 7 %,

AP, :a+ﬂAXit+Z}/J—Dj+uit (M3)

EFREDOMI)AD AT FTFEE DB Z R L TV D,

[E] 5 53 AT DA S 1E, Table 5 12HB#k L7z, $kEEICHB W TH 22 < DX, Rl o Z{bHER
| 1 CiXirrelevant TH O . HHE M H Trelevant THLHHETH D, S5, 1 HOEEF
WEBRWT, IR O BB DD DR B O L~ A T Ao TWnd, ik, #5E O
W) BFERF Y v a7 —0REd ) LR ONTNDE ZEERLTVD, ZOH
FlE, W& BE) 2RO B&sIE T (Bl& L) 20720 T LHREZRZNPHFFL T
HENHITTIUFERENTHD, 2L, ARD N SEESESHESISER: = SYPINOE = o
LI LTHY, 2 TOMREBEMIBERE EEESTL2ZLIETERNTHA D,

B3 3 TlE, BRI OB LEE &R E R O ZLEET 1T E 1T relevant TH D | il



MEEOZLEIT L L 1T relevant TH D, Z 2 THEH LIZWOIE, FlZg D KEFEHD 7
Friii A (Table 3) & DEWTH 2, 1 IO E ZERFILEAKAE & 11 O F M ZE K HE L irrelevant
Tholo, ZTHDHOREREIL, 200 ICHIZEE RO relevance ORFCELZREICT D & &, &
DEFEDFIRIZER T 20N LT, £, KEFHIZERT 200, Th & bEEIC
HEHTDHDONZEL->TH, AR 95T L2 RLTWD, FIRERNZE I LTIZZER
RIEBARZ SO LITE TR, BEEORZEF#IL 3 4 —H L T value relevant ThH
52 ENHIT D, TNEHRLIZZ LT, ZOMEOEBRD 15ThH 2,

MEESEO VH L N HORRITIT, YR ) A XBREERTWIEL D TH D, Table5 (2L
5 & Rk DZEALEDS relevant Thd 5 D lE, N HOE EFGE L REREZT TH D, 1Y
L NHITB O TEEBRICL > TRIERFERILSA TV L LEeb, ZO/MRITHE
R X 2B, —#ic, FIOBMAE S ZH8ELTH, WFIIZEFRMLE (H D50
permanent earnings) ~[EFT 5720, /A XTSI LT, Bhpkdd ORI+ #li#a%8)
R I KD BARITIEE A S BB TH DD, /A XTREVWEBZ BN DM
bThHD, 7272, L & 1 HITRIZEDZEAEED relevant TRWEEHX, Z D& TIEb D
BRI T NN 22 » TRIZR DAL relevant TH 5 2 &, KR & &b ITFI4R
@ relevance LT LTV D E WD EFBITIIK L TNDHZ L &R L THE 0,

BHETIE N M ORFERIGEOEEE, L0 H & 1N OHF 4 O Z (L AHIT relevant
TRV, EIZIMBITE. 2 2OFRIZEDOKAELED relevant Th o 7= D E X TH S, A
HCIX, PEiEZE L BEEORIEO relevance OFALIMEA MR L7223, Z @ Table 5 T, |
BB SRS &R E IR, 1 H O EERZRIC DN T, 2 DD S Tl relevance O 7 )N
o TND, RIEY ., FEEICK > TR DBEEHERVZAEE L, Z 42 relevance DE % pE
HHLTNDLDTHAS I,

WEEREIZOWT, I HNIIREA 26 RA BN T D, AT, B ¥ERR
DEALFAIT relevant T D DT/ LT, #FIGE DO ZALEEIL irrelevant TH 5, 1 H & 11 1]
TIEZofEPIIBE IRV G, MFIENR LV EZ D) A X2 FALTHD LN EITT
FRATE 2, Lok, BEETE, oW T oMM iEBg s 2oz (KH
77,2003a), L7=28-> T, BTV THIA 4R DA ALEL D relevance 73l O F 4% (2 b~ TRy
BH-oTnD I EiF, RHEXECHBHNLERTHLEV>TINTHS S,

D XD, AR &S & T orelevance IZEWRHENENERIEL L O, b LHIEDIEH
28 XV persistent T 5 72 B, BT DEEUL, BRICH 05 L0 H/hELl o
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TW2iETThd,
Apit:a+ﬂ1AXit+ﬁ2DNAxit+z7ij+uit (M4)

EROMARKD ATRIRTEE OB Z R L, Dy, By 7 10 2nlish% o
ETHEI—EHTH D, BRSO RIL, Table 6 (ZH#B#k L7z, AT TIX, BRO
persistence | TRV & A XA TWDH S, 3 TIZKHE S (2002b, 2003a) THEN O L 51
AR TR OIE > N LV persistent 12725 2 & 6 H Y RO ZEALKE D persistence 1%
FERILITIKFT 5, Table6 ORUEHRORIRIT, TEEERKEL T — LV LR TH DD,
HWNIZEAE DIF 9 IS X W b persistence I3 & V),

ZORIINA LT, ZEEEDODIHERZHNDO THL I, N HIZBWTHEEA LY
persistent T D DL, BEEEDOMAIE EHBEEDOEXMEOALTHD, T bld, ENE
KOBEICEESNTZbDTHA D, TRLSMT, [IEE TR S —RpoEm & 135
2o TS, N HHZHE ST, BRI 28RS (MA)XD B,) BHEHNICHE
W72 D — AWM L n | B & JEAE & T opersistence IZIXAERN RN L3, RiE
PEEDFETHDL LN S TEINWTHA I,

Table 6 IZHBWT, ELICEHER LEEWEBIOEREIT, ShEEXTH D, | HITITHFIZEIZS
WL A OBIMBRES A B2 EDMHIZZR > T D (1%KYE), Table 4 BV TH, |
HMOMBROBRBIIFEERIEDHETH -T2 D, ZORH, BASCHEENELDL L, 21
MNEER TSR T 2 EHfF SN TWEZ L 2B 5, i, 1Tk, EEMR LR
WHIZRIT E B IC, B & IS T persistence IZE X2 WH OO, BEII~ A F AT o TV
o CEFERIFRIE 5%/, BERRIL 1%KHE), Zid, HENFRFy vy 270 —0
B EfERoSX BRIy v 278 —0BEMEERSDNTWNWAZ LEZEKRLTWY
Do EOARPYLIL, Table 5 Z /A 522F0 . I HITHAkKE L TV D, AL TWD X

WCHREOMBN H DT OWEIZTTE RN DD, Z OREHRIT. TEE R 23 8 i F)
ik Loo, REMEZMHART D L O I FRILEREL RS LB STV &)
PFIUALEEANTHD, £DOR T, ZEFEDOHLED relevance (TRIEZE D Z 1 L BHE R E
WERLTEY, ZOMEEZH/IL LT ZOMROEERINETH D,

4.3 KRB E D Relevance
TAEIR, FEENOBFERICER L, KB O persistence ZFGEd 5, KH G
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(2003a) 12k B &, BEE T, 1 HIH 2 0IE 1S, RIS H DB IR s 4
BRIEOMEICRDMERPBE SN, ZhiX, EENTORPEMERRH T 5 & iR
U, Z DENLPED B PE A H S du 7z KB EE 3 23 persistent T 5 & FRHI S LTV 20K & 7R
By 5bDThole, TNEMIET H72OOEIFRIZ, 2XOHY TH D,

Pit:CH‘:BlXit+ﬁzDint+ﬂ3DSHXit+Z71Dj+Uit (M5)

LFEROME)RD Dy1E, WaEH > T E 1, TR E 0 LT HXI—ERKTHD, D,
ﬁ\ﬂﬁ@%m@%ﬁﬁfﬁﬁfﬁbtﬁwﬁﬁﬁ(M&JaJ)ﬁ\3@ﬁ®ﬂ§¢&
TIZOWTHEDERAT 4 T Y 2ZBATGBEOMBEY T rve 1, ThUiz 035
FI—BEHEThHDH, ZZCTHLEMITDDIFMEE L, TH D2, T2 A7 D8 & BAR OE W
NPl T2 AT AR T2, Wis AR LcFflaEz a2y ba—3 5, ERaHr
OFERIL, Table 7 (2R L7=,

PREFETIE, RERLERY &# 27T 22> T L BTV, LA N
BT RIS EREFIRD BT AR TWD, Zid, AT AR T, FET D
REEFE TR RN A T2 OO, Z D transitory 7R EETLN R0 -T2 2 L &%
LTWLDTHAH, ok, OFIGROHEBZ MO T I, HERNEORBEEELE 7
(ZF X — 2T TBEMAICHEE L CTA 7z (RERITRICL TW W), Z ORI 11 o S,
BAHEEICT I AThH-o7 (%K), Labh., BUIIMFTHICHETIERLS, LIFAER
EDETH > 7= (5%KHE), Zivid, BasEEI NV —7 & RBEBEEE(EILV—T Db
ECHELHEVEZENELTZZEZ2ERL WD, 2L, ZORRNBEGEFEETHLD
Py ABERRLEDIKEEETHLON T OGN,

PEEZE T, | MIOMAEIZ OV TOR, REELFROMRPBESNALTND, 22
TH, HEREORBBEE RS TN TICF I — 21T CGEMMGEE L CAh, $hE
EXPRRAC 1 Tk, W2 BB Lo BEoBNNARE L. KERHEEEZ R LI-e¥%
DBEIMEMRE S . MEICHER~A T AThole (WTiLd 5%KHE), SLITHF%E THE
SENTWDEY | PSR BBEHE S I2 1T transitory REZE N LV ZLEENTVWEDTH A
Do AL, BREHEL R HEICIIFEAEMN AL TERVIIEITHEEDM LN &
Wik o T\ 5D,

WEEHE A LT, BIREWERZ GO TV D, NTHICRE W T, H¥ERROSHE X
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10%/KHET, EEFIEOLEIT 1%KET BB AEREDCHIZR - THRHIRTHDL, 2O
W, PEENICH B Z M LI BENGFET D 2 E2FER LTV D, AIETIE 1
DAL/ persistent THDH Z L E#MERB LN, ZHiX, T TORRELEELEHTHD, 1
HNTIE, MEENOREMBEEDIERLIZEMRTE L0106 TH D,

BHEEICELE ST, ET VML DT AZ TIEARWVWE S THDH, HiZHD Table 6 T
IE. MR LS & Torelevance IC BB E RAERNBE I N oL, TD Table 712k
WTh, BEMKEEZRTIEMNBEINRN EE2RET 5 &, transitory 72 Fll 4§ 0 B35
MPlpnEEZ b5, TTICHEIDIE LT, BEET. RELSEORKEBC, Mk
TOMEEDEEHMOFELZ T CNDHOD, Table6 & 7 OFERIL, AEENOFH S
FESEFEWMLL RN EEZRELTWD,

4.4 F3E O E R D Relevance

— R, MR, BEFIE LV b transitory R EHE A G-, FFIEE D relevance 1T
BEMBEOZNELY 5> TV D, BUTHIE DL BREAGHRIC U722 o THIFILE 4 A pl 22
R T &, FEEB IO (& ITBRSFDREAINTHRWES) 1, B
BIPER R W 7212, permanent earnings OHEEIZ & > TIE/ A X b LHE SN TWD,
LirL, URARTREITE > TREOIHEELW B RENBIICET 556, B
WCUDECRWRRIERE S, kT v v a 7o —0 PRl Lo &, value relevant 272
DAREME D D, 7o & ZTRIEREO N HITIE, Rl KO relevant Th HEE D
FIET 5, FERHAIR B L OB L . RILIC K o T relevant (272 0 9 2 EAER) 22 16 MAME % A
LTWS0THY, Zhaiine @ad L TWnad Z &, MAEOHMEEZHIEMICS X
ZTWDHDOTHD (KHJ,2004a), = Z CTIEFILE O O relevance Z MGET 5720,
SEOREYFAEZF L7,

Py = a+ BOP, +8,FIN, + B,EXT, +Z7j Dj + U (M6)
AP, = a + p,A0P, + B,AFIN,, + S, AEXT, -I—Z]/j D; +u, (M7)

ZZTCOPITEZEMIE, FINITEENELR, EXT IZRNBEREB IO TH S, (ME)R TIL
R B3R DK MEFE D relevance, (M7)ZTIIME Rk B3 O Z{LEH D relevance N o Hr S5,

kB, TNETERBRIC, AE—DEEREMT H720, (MO)B LMD EHH L &
— BB b < ARTRTH R T 7 L— b L7z,
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R EFZOKEFHIZCOWTOOFERZ £ L0, Table 8 THh 5, Panel AL, &
B OMBRtR (EE: X Pearson OFFFEAHEIFR %K. TE:IX Spearman D IENLAHBAFR %) % 7R
LTWb, Panel Bix, (MB)XIZ L ARImOFRTHD, Thickd & Iz WL T

WD EXT 1% value relevant TH L DIZ/ZWL T, REDAEEXDO T HIZBWTH EXT

|

I3 value relevant TiE72\, ZAVZARBEEICHBN A TH D,

Z O Panel B THZ L O, EEXD N HOFRTH S, Table3 Tk, ZoHMIcE
W, EFERIRR T relevant TiE 7R <, RRFE RIS L relevant T o7z, —J7. 2@ Table8 T
L EERLE B E ESMELE D relevant TH D, Linh . Panel A TiX, BRI & EIE
WOMBIXN 720 @V, 2O Z Eix, BHERFRITIT transitory R BRERHALEEN TV D B
OO, BENBRNTNEZITHHET Z EI2X D BEFILEIX permanent earnings O H#EHIIZ &
o T relevant 2 EHIZ/e > TNWDHZ L EZRLTWD, 7272 L, TR FHELERIEIC X
LbDTHDLDONEN, BIFSN TV D DITEEEMEZENMEAENE VST RIZHONT
bbby, ZOMEZSHI TERWVIILTS, 22T, HERLE L H RN —
K& 7e o TIX U TR value relevant 1272 5 &0 9 11 3 oD [ 3 36 (2 R0 7 1 % e
mLTRETWN,

Table 9 1%, Mk B DZALBIC OV TOLHHER T 5, Panel A 1ZZ M D AHBFR K
TH Y. Panel B IZEIFROMEETH D, KHF (2002¢) 12 L5 L, fEEICBONTIE, &
AR DZEALEE AFIN 28 relevant Th 5 7 — A TP R0 DIZ72 0 LT, FRliER L O
Bl D ALK AEXT 25 relevant Td 5 7 — AT B Z, KYEFEIZ DU T O relevance O &
HE BBEIZOWTOZNERFEEL TV ED, MEOFERNEOENERLTND
DThHoTz, Z O Table 9 ® Panel BIZHBWTH, WiE3ETIX AFIN L irrelevant TH 0 |
AEXT [T relevant TH %5, LML, ZKHEFRICB W TIE, AFIN 78 relevant Th 57— A
DIZ D B, TIE, B EMER OB LEEN TR EOMBEMEDZIZHIE Lizb DT
b, ZNBRF Yy v 2T —FEAT LD THAD, Zivh, ®EE LAY
BEORBEEDHBTH D,

B, BEEREDO NHITHOW T, HREMFOLFE L HERBEOLMBEL ITEVADIHE
BfRICH D, Zhid, FIRFHERD 1 S>ORBERGEL TH 5,

ZOHITIE, FILEE#® O value relevance % Z HAJIZIRGET HIFEZ 8 U T, ZHEHED
Flik o> relevance D& 1 i OF A MEE(E DTN E LSO, HE LN LT, HEN2
MREFEEZLICHMERT D EOED LI IT D, BEFEETIE, HEFLLD relevance

14



PHOFZE LD - TEY | BEEMEOKEFIT 3B —E L Trelevant Th -7z, 111
ZIZEZEN T OGS I DR & de, B SE T, MRS O relevance 23l O F) 4% K 0
HESTEY , MFIREOKEREIL 3 M —H L T relevant Th o7z, 11 HITHE, &FERMRIC
BEND A R EFEMEREN RO TV, BEXETIE, BRkezarbr—rT22 L1
KoT, N & 1N TEFEFRZED relevant TH D Z EREFRTE 72, LL, SFEOSHT
([ZFB T, FIEE D relevance (T 7o, AT, 1L 1T I TR O K HERH
23 relevant T 5 —J5 1 I CILFIE DL ALEED relevant T 5 & 5 ZRIF 225 R 235 5
iz, £72. FlaE D relevance D& ) HARIEFE D Z L L L L T e, A8 EERERITIE
LT, BRARAKRINC 31T 23845 O relevance, 3 X T, Z LA O M I 1T D RBUEH
4O relevance (227 LT, BUESE T ORHEA R 55 RIZBISANIIC LB S o T2,

RBICHER L TR T E 2o 2vwolid, BE o ENFEHA 48 U T relevance % ik L 7=
LM ERTH D, ZOWERTIE, ZEPEEDFLE D relevance DR L4725
FriZ k> THHMITH E HNIT STV D, 20 ITHIEE DK HEEE O relevance 7217 & [ EIC
L7 bliE, ZORED I H, W ODRDORIEIHELNIIRLRP-2TZTHA D, 1FAL
VL RIS E RIS ER R ERNE LA L TV d, £ < OETHRERMBEIC L TH
2 OIFFIE O KR TH Y . ZHITFILE O relevance D —Er T LW, Ll H
M 2 WX FEEICE A OB, FIZE O relevance ® £ D X 9 2l IZHEBEE HT- 2T\ D
OPEIFEFNTITHE LN TIER Y, TORIZOVTOTHIAFEL T, ZEMITHHT LD
i, ZOMEOHEELRIRTH D,

5 URIEMHDEIE & FIZED Relevance

—RRIC. RIEEEOKM (RENFER) (3, BREEOKM (RENER) & AHAEICEE
LTROLONTWD, £, MEMOERIT, EEERICL > THAEICEEL TS, L
2L, BEM & RIS & OBRA M TR L CTh 200G 0%, HHTIERY, Aifficix, £
B Lo CHESNIFIEOME T Lo, KEFHEELHE, BLY, TR H0E
BOFEREICER LT, WEEOF IO relevance & ZRHWEE O TN L Z B LT, Z
NiE, B9 70« ZA—TIZONTORIFOFR R L2 DO THY | ML
BTh o,

ZOHITIE, AR EREAEOKMEFEICRE L) 2T, FI—EHEMHET D Z
ST & . BB — EEZEREG O P O I E R L A MEEE A BT 5, £ Ok
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BOREL LT, 20X T, IEEOEIEKEZERY BT 25, 8EEOKSEO LIS
Ry Fv—r L, FREDBIEEENE N L EERWY Ll T Bl — R
BB ED IR TWDDONERIET D, OMICAH LZERRIZSEOEY TH
Do

Pit:a+ﬂlxit+ﬁzD*Xit+271Dj+uit (M8)

EROXZBOT, X BRFER G, DIIFES I —ThD, DIF, MEHRL Y bILRMNE
RN T v 1, TN E 0 LT84 I - ThoD, IESMEHEELS LTiX, Flig
ZWIRME #E Chr L7 ROE & | ik 2 Al I ARMEAG TR L 72 %1285V (earnings yield, AT
72T yield £ H) AL, b Lb, BIEREA YL U 2SI o & AR AN RAG — F
BERICEBEHIZATOHRVOTHUT R L, T EAFIITRRLRNTHS I,
)i, ZDOEBERLHLHAEITIE, B LT L ABICERDLIN, TOXFEEZHNT 5IC
L —EDORMAMLETH D, BE., WEHEORIIIREDROEIZEELTWVDEING,
IAEPEDPMRNZ LTS T~ A T RIS L, ZOREITAICRD E PRI, Lz
MWoT, LFTIE, REB,VABEICATOL2NENPEERBLE 8D,

ZIZT, RERT DD, HONLDOBRL TEIREADRD DL, T, FIEEHE
bEOBRTH D, —MIT, TFIZED BEKEL ED RIS B En D56, il
R OBARIT, BEEKEZ B EhmE FThHmE THHNICR L2 THAL I, 2ED,
BIEZEZ7-FES, BEICAE LRI S & I persistent Tid7e < . #RAMN — Fll 4% B £

JEHF DR WERAZRERICH D L TFRIND, ZRICEVWLT, ZZTHELTVDO

BT LB OBBRTH D, Lo T, »OICHEIT LEBERABEInRb, £
W ERROFIRFEIC LD b DO EITE 2 e\, 720, ERMBEGESBEINZEHEA
HoTh, THIEFFRFELICIIKERNVWEFZHICBE S, TN FEILOBE D
RERLIZ 72 % 1T TRV,
SR EEE L OREE ST A LA EMIC, 2 TIEREEFEH O
WA REEL LTV A AICHERELRTAIE RS2, SHEFRED L 5 ICHREERMM ;R
LB HH ARSI N TV LA, BIEEONGER A EERI (i E W) ==oRE
BREEHT, TNEFBREREAREMET S22 LT, £ T LHAY TiEwy, LirL,
ENNRBEESAOAEKETHD LI NELRV, ZORTH, 22 TOHNIE. F
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W ARG DO BRGEIIZEEE OO0 20, ZAb0MEEZBEL>D, LT TIEL o
5 ETORMPIEICERLTONT 5,

SIIMTRE S X, Table 10 (2% & 7=, Panel A X ROE % . Panel B iX yield Z X 48 PEFEE &
Lz EOfERTH 2D, Panel A Tid, AEED I HIIZBWTOHR, (MB)RDHRE L, 13 A
BRADOMHEICR> TS (10%K%E), LvL, SBITHFHMICHAEICEr &R igo T
Vo L7eRoT, ZZTOGNFERNSIE, BT EFEDNEST LZBMRICH D LITE 272
VY, Table 3 & Table 10 ik L CTAH LD &, £b T h, WIEHED VS ROE # L Lo ¥
I —DEAIZ K 5T, FlEE D relevance IZ0 AT 27 2 I RITHE O LTV, s L
ZEEPEE DO Z T S & L C, ROE X CIlXRn O TH A I,

Panel B Tix, SKIEHD NN BICEWTOR RE B, NAER~A T AIZh>TW0D (1%
K¥E), ZHIT, ORI OBEREOERNRIERE L OMMLRICEW TRl TnD 2
EEWEES TS, LML, ZDyield ¥ I —%8A L-FER, #7212 F]2E D relevance 23
R TEIZDE, DT NICHEEED | B2 Th D, R0V . yield b UM D FRIE &
L COmE I B2 S,

Panel A, B % i U T, RI@PEZE DKM & M 1T, BIEEO TN & 1XBR R <
MRV ZRBERICH 2 Z EVHIB L7z, £ OB TIE, BOEZEDOFIEE D relevance & 423 PE 3 D
ZTNEITRETHY, ZOBEVEBRE L EE, WHZ 5 L TR relevance i@ U 5
TLIFTERY, RO TIT, BIEE LIRS SRE L IERE. BRIEEL —
MR EN . PERBIA R NEEEEWICR S INEY, HOWIE—FfFFsnzh LT
Elo, O LEBIRRMFREFECZVWL T, 22 TOMBIT. 2 hHz > THRERME
EMPMETHLZ EE2FITND,

6 SELEMRIEL FIZED Relevance

ZOHITIE, Xy U — 2 OBBERFILE O relevance IZEEEZ B2 2 TV D DD % B
FET 5, TTCICBRAZZL ST, Ry N —=ZBERRKREWIEZE, FILE D persistence (37 £
HTHAH, W, ZRB/NI T, Flik D persistence (31K < 72 0 | relevance $ 45> T
WhETIREND, TOMBEEBRIAET 2720, $hE¥E L EEEICONT, b e¥Es
2OD T N—T o T Tz, & D FEIENET 3 EMOE ERmDIEMTHD, D XD

WCHIR Z IR L7203, IRDP EHSNTRICHEOR/NZHEST 2720 TH D, 7z, 58
EEAEREE LizolE, 78 EEidskE 3 b b3 ©m I H rTRE 7o B E B O RE 725
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bThd, b, FMBHERZRELTL2HELGHY 5208, $TIZ2H TRiHICAN T

DI, HEMBE®E AEFMEOBEZNAKN L OOBRGERBETH Y . BHRREILE
BT D720, AENTEEM Ligd o7z,

722, e b@id, REMmEZ AN E LTHRE L TV LI EEIFIEREI DD, 22
T OB E DN IR E DO RBES L 2o TV D AR H D, LorL., T O E &AM
Loob, 78 LEBEIC X - THIZE O relevance 1372 5 ik, EEALRIIRETH D,
LI Cik, BUEDORERSITORRICHIEZDRMNOEEL TELETRET 50, 7
NW—TNWCH I =B EHI AT TNV —TRBELZRIET D &\ O B Tk LT,
FATHIZETIE, WU EFGIET VIS 2RREAMET AV ZHRA LN 6, FlIFEIT
THMBERLAPALKE T 20T bRINTWDNR, O XD RET VIITHEGRN 2 HE
T BRED D D FEEEAET VORBRNZBEKR RPN TLE 5, ZOMETIE
Z O PR TIC, < ETH relevance 78 O BER AL A O H T 8 EEHBLO K
B+ %, BEMIZIE. FRRoBYG X THIZE O relevance & fiGE L 72,

Pe =y +a,Dg + B X + B,Ds Xy + 5D X, +z7ij + U, (M9)
AP, = oy + o, Dg + B AKX + B,Ds AX + ;D AX,
+B,DsDyAX; + > 7D, +Uy (M10)

ERlZBWT, D R EEaA/ SN REL L, TN E 0 T 54 I —E%, D IEH
Ko TNzl 2z 0 L3548 I =28, DyIEEt 7 vge 1, £hllshad 0
ETHHXI—EHTHSH, (ML, FIEKHED relevance DIRFEEZ HE T 55D TH Y |
HRIZEX transitory 2 BEENEZENTNAH I EEZEFEL T, BRI —2FD 7, (M)XK
XL AR & JEAE O relevance DRRGEEZ HINE T2 D TH D,

Table 1113, (MY)RKIC L DEIFOR K TH 2, BEFKTIT, NHITHWT, EHF~E
BB ENBEI N TS, T72b5, 8 EeBENR R E b7 L — 7 OFIZEIE relevant
THDLDIZTWL T, ZNB/NSWRET LV —TORIEEIE, FEEOFE Z R F | irrelevant
Thod, HEFI—2EFDL Table 4 OFFRLUEBLLTAHDE, 22 THLIZITHEED
relevance 8B S LTV 2 DR, | HIOMAFIE TH 5, 72 L@z 7220 Table 4 T
%, MFIZE X irrelevant Td o 72723, Table 9 12 K 5 & | REUEAR 3 O HIF] % 1% value relevant
Thd, 2F 0. FlIEED relevant TIXRVINRBLZ L — T ORBIZ L - T, ghEERKL
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L TIEAFI4% @ relevance NI S Lo b iT Th %,

7. BEERETIE, I BB W TRBROBEKENEC TS, 3HEORFZE S KH
L7 v — 7 OFIEIE relevant TH 5 D270 LT, /INREL Y L — 7 OF| 4§14 irrelevant T &
5, LinL, ENDNEEXEDEOFERIZH T 2 5 Z BT BRBEM TH Y |, Table2 B LW
3BV T, FEE¥E AR E L CHIZRIT value relevant TH 5,

Table 12 @ Panel A %, #KEHICOWTOMIOKIC L L2 MR TH D, 7. NHMH
TN—TTIE, KRBV —T7 L3820 | BlClWTEERR & RO ZLEEIT
valuerelevant T 5 (W T 1%7KHE) , SRIEEHEHLE] 2 QEICB W25 G O 1 > OR
I, RHARAEZEICIXEENICRVE TP EDBNFE L TV D72, B4R transitory 7¢ 2255
ThHHDIZTWL T, /MEBEEEASDIEFFHINZDIZ, HEEE2Y permanent 72 EHR TH 5
EWVNIBLDTHD, TOVTIUADYBRZRIET DITIE, Wox YA ST E LT
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Tablel Sample Distribution

Period I: 1979 - 1985 Period I1: 1986 -1992  Period I11: 1993 - 2000 Total

Railroad 162 160 195 517
Land Trans. 77 83 144 304
Shipping 105 105 130 340
Warehouse 122 137 201 460
Total 466 485 670 1,621
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Table2 Descriptive statistics

Panel A: Py Period | Period Il Period 111
1979-1985 -1 1986 — 1992 -1 1993 - 2000
Railroad 883.1429 1,538.7143*** 24218571  29,390.8813*** 31,812.7385
250.0000 650.0000*** 900.0000 - 346.000*** 554.0000
2,274.4805 15.099*** 5,246.2215 Q*** 125,647.3400
37.773
Land Trans. 335.2727 581.6309*** 916.9036 - 175.153** 741.7500
283.0000 592.0000*** 875.0000 B6x** 657.5000
208.6031 25.217*** 339.1761 - 217.500 564.5399
0
1.890
Shipping 215.4762 429.8476*** 645.3238 - 340.0007*** 305.3231
136.0000 405.0000*** 541.0000 - 262.5000*** 278.5000
2545448 19.743*** 577.3820 25.959*** 180.2464
Warehouse 235.4426 588.1778*** 823.6204 - 239.899*** 583.7214
216.5000 579.5000*** 796.0000 Q*** 470.0000
77.8186 138.975*** 361.8527 - 326.500 408.5496
0
0.010
Panel B: OP Period | Period Il Period 111
1979 -1985 In-1 1986 — 1992 -1 1993 - 2000
Railroad 97.4228 - 58133 91.6095 5,038.051*** 5,129.6613
37.2278 - 31730 34.0548 8 34.1280
238.8182 0.097 218.1923 0.0732*** 22,108.7520
36.345
Land Trans. 46.5444 7.3799** 53.9244 - 57012 48.2231
44,7109 1.9381* 46.6490 - 6.6568*** 39.9922
20.0703 4.828*** 25.5279 2.356 37.5765
Shipping 20.9028 - 13.4355** 7.4673 5.6610** 13.1283
16.1111 - 5.1870** 10.9241 - 39911 6.9330
66.6875 7.723%** 17.2231 2.660 24.2133
Warehouse 35.5007 9.5410*** 45,0417 7.8636* 52.9053
28.1689 7.1252** 35.2941 5.9088 41.2029
23.1282 9.957*** 35.2177 8.603*** 47.1578
Panel C: Ol Period | Period Il Period 111
1979-1985 -1 1986 — 1992 -1 1993 — 2000
Railroad 11.5525 16.0690** 27.6215 1,440.617*** 1,468.2394
7.9853 4.9182*** 12.9035 9 12.1000
44,5080 4.475%* 65.8356 - 0.8035*** 6,024.7703
41.478
Land Trans. 34.4062 15.3812*** 49,7873 - 0.0012 49,7861
31.9378 13.6245*** 455623 - 6.0509 39.5114
16.4082 10.288*** 22.2781 4.888** 43.0941
Shipping 11.3814 - 8.3588 3.0225 8.4050*** 11.4275
6.0773 - 23573 3.7200 2.3981*** 6.1181
61.8528 5.601** 14.1469 3.419* 18.4800
Warehouse 29.3259 11.0869*** 40.4128 3.3356 43.7484
20.7214 10.6027*** 31.3241 - 22112 29.1129
27.8555 5.254** 34.3711 6.883*** 42.3054
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Table2 Descriptive statistics (continued)

Panel D: Nl Period | Period Il Period 111
1979 -1985 -1 1986 — 1992 -1 1993 - 2000

Railroad 8.3639 3.4671* 11.8310 597.1555*** 608.9865
5.7216 0.3668*** 6.0884 - 0.0823 6.0061

17.9145 1.081 19.4742 32.440*** 2,888.4963

Land Trans. 175779 6.3644** 23.9423 - 0.7692 23.1731
13.8000 7.3495*** 21.1495 - 2.4668* 18.6827

13.1065 2.861* 19.0142 1.488 245846

Shipping 3.9741 - 3.6839 0.2901 1.7141 2.0042
3.6250 - 20139 16111 0.5491 2.1602

22.1074 0.003 175132 4.044** 11.8362

Warehouse 12.8473 12.0386*** 24.8859 - 5.7382** 19.1476
10.3658 5.7119*** 16.0777 - 2.9551** 13.1226

12.1544 33.101*** 25.2274 0.155 26.9599

Panel E: AOPy Period I Period Il Period 111
1979 -1985 In-1 1986 — 1992 -1 1993 - 2000

Railroad 2.9464 - 27993 0.1471 - 311.101*** - 310.9544
1.1894 - 1.8704*** -0.6810 6* -15426

26.4791 0.030 36.7985 - 0.8616*** 1,674.5935

21.804

Land Trans. 1.1925 2.4255 3.6180 - 8.1181*** -4,5001
0.6769 1.3832** 2.0601 - 3.3139*** -1.2538

14.9994 3.909** 8.9761 6.925*** 13.8377

Shipping -1.4936 2.4898 0.9962 - 21522 -1.1561
0.1794 - 1.4082 -1.2288 0.9509 -0.2779

48.0407 8.722%** 17.1343 0.977 135311

Warehouse 0.0588 2.8031* 2.8619 - 6.2726*** - 3.4107
-0.0978 2.0900** 1.9922 - 4.0262*** -2.0340

10.9827 0.298 13.3161 0.508 17.6523

Panel F: A0l Period | Period Il Period 111
1979-1985 -1 1986 — 1992 -1 1993 - 2000

Railroad 22214 - 05582 1.6632 - 10.9820 -9.3188
05974 - 0.3808 0.2166 - 0.2400 -0.0234

25.5382 0.145 23.7842 7.480*** 682.0623

Land Trans. 1.8030 2.1604 3.9633 - 7.2455%** -3.2822
1.1462 2.1006*** 3.2468 - 4.5259*** -1.2791

14.8050 5.581** 6.2974 11.449%** 12.6846

Shipping -0.1502 11711 1.0209 - 06176 0.4033
0.1667 - 01423 0.0244 0.7034 0.7278

52.8287 6.947*** 15.1553 0.678 13.0412

Warehouse 0.6135 0.9398 15534 - 3.8487** -2.2953
0.2389 1.1929* 14318 - 2.3305*** -0.8987

9.7922 1.222 12.1993 0.872 15.4534
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Table2 Descriptive statistics (continued)

Panel G: ANl Period | Period Il Period 111
1979-1985 -1 1986 — 1992 - 1993 - 2000

Railroad 1.2133 - 0.6440 0.5693 - 3.7950 - 3.2257
0.0576 - 0.0076 0.0500 - 0.0430** 0.0070

19.5414 4.031** 7.7680 6.054** 2,233.5876

Land Trans. 2.3232 - 09183 1.4050 - 50772** -3.6722
0.4415 1.5572* 1.9987 - 2.9002%*** -0.9015

11.9767 2.583 21.9543 0.744 14.7395

Shipping -0.8786 2.1917* 1.3131 - 2.1786 - 0.8655
-0.0909 - 0.0350 -0.1259 - 02773 -0.4032

22.7473 0.000 19.3564 4.156** 13.7563

Warehouse 0.3592 1.8660 2.2252 - 43825 -2.1573
0.1893 0.7366 0.9259 - 1.3026*** -0.3767

5.3566 21.361*** 26.2992 0.636 229742

P = stock price, Ol = ordinary income (earnings before extraordinary items, special items and taxes) per share, NI = net income per
share. In each period, the numbers represent as follows: top = mean, middle = median, bottom = St. Dev.

present the difference between periods.

“I-1"and “lll - I”
Those differences are tested by t test, Wilcoxon test, F test, respectively.

* Significant at the 0.10 level (two tailed), ** Significant at the 0.05 level (two tailed), *** Significant at the 0.01 level (two tailed).

29



Table 3 Value relevance of earnings

Period 1: 1979 — 1985 Period I1: 1986 — Period I11: 1993 -
1992 2000
OP Adj. R? oP Adj. R? OoP Adj. R?
Railroad 0.7939 0.2137 3.4054 0.6644 0.7441 0.3380
(1.839) (2.604) (1.875)
[0.068] [0.010] [0.062]
Land Trans. 0.6064 0.2204 0.2750 0.3865 0.5902 0.3659
(2.394) (0.236) (1.834)
[0.019] [0.814] [0.069]
Shipping 0.1775 0.1802 0.3249 0.3421 0.9522 0.5697
(1.002) (0.592) (5.985)
[0.319] [0.555] [0.000]
Warehouse 0.8179 0.3086 0.4068 0.5610 0.4937 0.3693
(3.614) (0.554) (2.616)
[0.000] [0.581] [0.010]
Manufacturing 0.7838 0.2314 1.7282 0.3357 0.9590 0.2553
(5.990) (6.354) (8.723)
[0.000] [0.000] [0.000]
Ol Adj. R2 ol Adj. R2 Ol Adj. R2
Railroad 0.0271 0.1584 3.3316 0.6571 0.3641 0.3034
(0.106) (4.223) (0.695)
[0.916] [0.000] [0.488]
Land Trans. 1.1574 0.2487 2.5144 0.4184 0.5236 0.3616
(2.493) (1.716) (1.478)
[0.015] [0.090] [0.142]
Shipping 0.1784 0.1796 0.4109 0.3424 1.0266 0.5480
(1.178) (0.859) (4.404)
[0.242] [0.393] [0.000]
Warehouse 0.1455 0.2579 0.3314 0.5607 0.6239 0.3640
(0.543) (0.487) (3.085)
[0.588] [0.627] [0.002]
Manufacturing 0.5160 0.1977 1.6368 0.3321 0.9121 0.2546
(3.974) (5.701) (10.43)
[0.000] [0.000] [0.000]
NI Adj. R? NI Adj. R? NI Adj. R?
Railroad -0.5852 0.1624 2.9459 0.6395 0.4718 0.3036
(-0.586) (0.735) (0.915)
[0.559] [0.463] [0.361]
Land Trans. 0.8928 0.1802 2.4461 0.4530 0.9157 0.3664
(2.036) (3.265) (2.392)
[0.046] [0.002] [0.018]
Shipping 0.2109 0.1772 0.0841 0.3412 0.1933 0.4720
(1.002) (0.297) (0.563)
[0.319] [0.767] [0.575]
Warehouse 0.8649 0.2730 1.3909 0.5698 0.4505 0.3547
(1.993) (1.367) (3.628)
[0.049] [0.174] [0.000]
Manufacturing 0.3411 0.1852 1.0612 0.3159 0.3987 0.2433
(2.303) (3.198) (4.070)
[0.021] [0.001] [0.000]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
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(White’s t), [Bottom] = p-value (two-tailed).
Table4 Value relevance of positive earnings and losses

Period I: 1979 — 1985 Period I1: 1986 — 1992 Period 111: 1993 — 2000

OP D,OP  Adj.R? OP D,OP  Ad.R? OoP D,OP  Ad.R?

Railroad 09292 -11688 02138 31903 25204 06625 12848 -23507 0.3743
(1.716)  (-1.091) (1.780)  (0.394) (4.166) (-4.153)
[0.088] [0.277] [0077]  [0.694] [0.000]  [0.000]

Land 05937 -0.3763 0.3612
Trans. 1.773) (-0.125)
[0.079]  [0.901]

Shipping 07393 -0.7192 0.1833 42421 -54611 03587 10259 -0.2308 0.5668
(1.471) (-1.388) (2039) (-2194) (3673) (-0.501)
[0.145]  [0.168] [0.044] [0.031] [0.000] [0.618]

Warehouse ~ 0.8007 48176 03030 03455 07484 05577 04987 -0.0773 0.3660
(3389)  (1.211) (0.410)  (0.285) (2373) (-0.197)
[0.001] [0.229] [0.683] [0.776] [0.019] [0.844]

Manufac. 12427 -16307 02632 27978 -39000 03544 13407 -08747 0.2583
(8.964) (-6.359) (8921) (-7.377) (5437) (-2674)
[0.000]  [0.000] [0.000]  [0.000] [0.000] [0.008]

ol D Ol Adj. R? ol D Ol Adj. R? Ol D Ol Adj. R?

Railroad -06928 0.8634 01556 57289 -39463 0.6581  1.8850 -2.2299 0.3195
(-0492) (0.591) (2.056) (-1.069) (1.820) (-1.708)
[0.623] [0.555] [0.041] [0.287] [0.070]  [0.089]

Land 05144 03892  0.3569
Trans. (1.368)  (0.290)
[0.174] [0.772]

Shipping 05511 -0.4288 01743 06815 -03180 03356 10704 -0.1646 05444
(1.448) (- 1.060) (0.243)  (-0.100) (3.022) (-0.224)
[0.151] [0.292] [0.808]  [0.920] [0.003] [0.823]

Warehouse ~ 0.0960 05832 02526  0.1407 17103 05587 06817 -03520 0.3611
(0.309)  (0.771) (0.171)  (0.885) (2499) (-0.702)
[0.758]  [0.443] [0.865]  [0.378] [0.013]  [0.483]

Manufac. 14504 -16714 02346 34192 -41278 03583 17320 -1.3999 0.2625
(7.085) (-6.527) (9.248)  (-8.195) (8.400)  (-5.308)
[0.000]  [0.000] [0.000]  [0.000] [0.000]  [0.000]

NI D, NI Adj. R? NI D, NI Adj. R? NI D, NI Adj. R?

Railroad -18106 21814 01655 30551 -21126 0.6371 23352 -21974  0.3062
(-1610) (2.275) (0.706)  (-0.139) (1.726) (-1.392)
[0.110]  [0.024] [0481]  [0.890] [0.086]  [0.166]

Land 08879  3.0307 0.1682 43227 -28938 04590 05071 09716  0.3640
Trans. (1995) (0.272) (3.706) (-2.070) (0621) (0822
[0.050] [0.787] [0.000] [0.042] [0535]  [0.413]

Shipping 01737 00443 0.1687 08888 -0.8559 03347 27018 -2.8225 0.5200
(0.450)  (0.098) (0.256) (-0.242) (3331) (-3.1398)
[0.654] [0.922] [0.798]  [0.809] [0.001] [0.002]

Warehouse ~ 1.0252 -0.7278 02677 16632 -30536 05689 05662 -0.1861 0.3515
(1670) (-0.610) (1507) (-1.356) (1.347) (-0.361)
[0.098] [0.543] [0.134] [0.177] [0.179]  [0.719]

Manufac. 11961 -12693 02102 18615 -15319 03198 04520 -0.0795 0.2433
(3.416) (-3.317) (1.809) (-1.359) (1.683) (-0.259)
[0.001] [0.001] [0.071] [0.174] [0.092] [0.795]
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Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
(White’s t), [Bottom] = p-value (two-tailed). D, =a dummy variable, which is 1 for loss samples and 0 for others.
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Table5 Value relevance of changes in earnings

Period 1: 1979 — 1985 Period I1: 1986 — Period I11: 1993 -
1992 2000
AOP Adj. R? AOP Adj. R? AOP Adj. R?
Railroad 2.3209 0.2038 -2.5019 0.6428 -1.4195 0.3153
(1.293) (-1.370) (-2.348)
[0.198] [0.173] [0.020]
Land Trans. 0.5980 0.1674 4.3629 0.4027 1.1996 0.3710
(0.880) (1.752) (2.811)
[0.382] [0.084] [0.006]
Shipping 0.2058 0.1799 0.1809 0.3421 0.7362 0.5467
(1.046) (0.950) (3.168)
[0.298] [0.344] [0.002]
Warehouse 1.9379 0.3741 2.6454 0.5793 0.4614 0.3516
(2.570) (2.786) (1.796)
[0.011] [0.006] [0.074]
Manufacturing 0.8730 0.2506 2.3781 0.3473 0.9761 0.2536
(5.123) (5.668) (5.259)
[0.000] [0.000] [0.000]
A0l Adj. R2 A0l Adj. R2 A0l Adj. R2
Railroad 3.2805 0.2422 -2.1334 0.6457 -1.6175 0.3153
(1.207) (-3.688) (- 2.880)
[0.229] [0.000] [0.004]
Land Trans. 0.7458 0.1849 9.1300 0.4229 1.4259 0.3746
(1.262) (2.760) (2612)
[0.211] [0.007] [0.010]
Shipping 0.0643 0.1732 0.4583 0.3454 1.0177 0.5556
(0.317) (1.195) (5.229)
[0.752] [0.235] [0.000]
Warehouse 2.1546 0.3978 2.5587 0.5789 0.3408 0.3489
(2.673) (2.960) (1.457)
[0.009] [0.004] [0.147]
Manufacturing 0.8741 0.2538 1.7767 0.3359 0.8690 0.2506
4.732) (3.219) (5.378)
[0.000] [0.001] [0.000]
ANI Adj. R? ANI Adj. R? ANI Adj. R?
Railroad -0.1425 0.1587 3.7340 0.6459 -0.5210 0.3028
(-0.300) (1.964) (-1.939)
[0.764] [0.051] [0.054]
Land Trans. 0.8120 0.1709 1.7059 0.4379 0.1648 0.3535
(2.014) (2.051) (0.287)
[0.048] [0.044] [0.775]
Shipping 0.1027 0.1739 0.2899 0.3426 0.0451 0.4677
(0.575) (0.944) 0.272)
[0.567] [0.347] [0.786]
Warehouse 4,0914 0.4588 1.4603 0.5727 0.2694 0.3506
(3.126) (1.526) (0.971)
[0.002] [0.129] [0.333]
Manufacturing 0.4139 0.1994 0.4248 0.3101 0.1896 0.2362
(3.711) (2.216) (2.647)
[0.000] [0.027] [0.008]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
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(White’s t), [Bottom] = p-value (two-tailed).  AX=X-X,,.
Table 6 Value relevance of positive and negative changes in earnings

Period I: 1979 — 1985 Period I1: 1986 — 1992 Period 111: 1993 — 2000

AOP D, AOP AdjR2 AOP D, AOP AdiR2 AOP D, AOP Adj.R?
Railroad 44359 -46154 02227 -33816 37064 06417 -09547 -06010 03121

(1268)  (-1.125) (-2342)  (0.464) (-0791) (- 0.474)

[0207]  [0.262] [0021]  [0.643] [0430]  [0.636]
Land 10561 -18683 01764 41520 03175 03946 01111 15415  0.3709
Trans. (1143) (- 1576) (0.876)  (0.046) (0.099)  (L067)

[0.257]  [0.120] [0.384]  [0.964] [0922]  [0.288]
Shipping 00241 03604 01765 00759 05173 03362 04583 10803 05631

0112)  (L439) (0389)  (0.866) (3216)  (2.377)

[0911]  [0.153] [0.698]  [0.389] [0.002]  [0.019]
Warehouse ~ 25913 -13548 03782 36072 -21137 05783 03461 04012  0.3490

(1701)  (-0.751) (2217) (- 0.860) (1320)  (0.563)

[0092]  [0.455] [0028]  [0.392] [0.188]  [0.574]
Manufac, 11562 -07980 02593 48503 -44845 03698 05456 12176  0.2594

(3649)  (-2.041) (5613)  (-4473) (2302)  (3572)

[0.000]  [0.041] [0.000]  [0.000] [0021]  [0.000]

AOl D, A0l AdiRZ A0l Dy A0l AdiR2 A0l Dy, AOl Adj.R?
Railroad 71478 -80545 03212 -22256 24621 06436 -26078 16061  0.3142

(1366) (-1.334) (-3739)  (0.395) (-2370)  (L044)

[0174]  [0.184] [0.000]  [0.694] [0019]  [0.298]
Land 08933 -05485 01760 39918 12041 04243 04471 16892 03752
Trans. (1149)  (-0.701) (0545)  (0.829) 0372)  (0.999)

[0.255]  [0.486] [0587]  [0.410] [0.710]  [0.319]
Shipping  -00580 02400 01670 04426 00620 0338 10017 00387 05519

(-0269)  (0.934) (0911)  (0.086) (3.346)  (0.071)

[0.789]  [0.353] [0.365]  [0.932] [0001]  [0.944]
Warehouse ~ 28611 -16628 04065 28396 -05744 05758 02039 01787  0.3456

(1986) (-0.942) (1673)  (-0.265) (1313)  (0.280)

[0050]  [0.348] [0097]  [0.791] [0191]  [0.780]
Manufac. 11432 -07825 02628 26820 -20030 03429 04495 13057  0.2579

(3487)  (-1.966) (L921) (- 1.265) (24200 (4524

[0000]  [0.049] [0055]  [0.206] [0016]  [0.000]

ANl Dy ANl Adi.RZ ANl Dy ANl AdiR2 ANl Dy ANl Adj.R?
Railroad ~ -04712 19062 01624 85764 -50735 06441 -19230 15331  0.3010

(-1220)  (3583) (0382)  (-0.223) (-1.029)  (0.795)

[0.224]  [0.000] [0.703]  [0.824] [0305]  [0.428]
Land 07329 08552 01603 04172 21166 04475 -24582 36992  0.3831
Trans. (2031)  (0.729) (0.386)  (1.345) (-3433)  (3.717)

[0.046]  [0.468] [0.700]  [0.183] [0.001]  [0.000]
Shipping  -00834 03675 01696 01946 01743 03358 01444 -01749  0.4649

(-0323)  (L.000) (0275)  (0.190) (0585)  (-0.505)

[0.748]  [0.320] [0.784]  [0.850] [0560]  [0.615]
Warehouse ~ 54519  -42922 04907 21542 -20667 05740 05598 -0.6354  0.3545

(4276) (- 2.505) (L767) (- 1.331) (1962) (-1.102)

[0.000]  [0.014] [0.080]  [0.186] [0051] [0.272]
Manufac. ~ 06332 -05489 02075 05328 -02856 03102 00799 04561  0.2421

(3382)  (-2.394) (L714)  (-0671) Q744)  (3.170)

[0001]  [0.017] [0087]  [0.503] [0.006]  [0.002]
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Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
(White’s t), [Bottom] = p-value (two-tailed). Dy =a dummy variable, which is 1 for samples of negative change and 0 for others.
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Table 7 Value relevance of large positive shocks on earnings

Period I: 1979 - 1985

Period 11: 1986 - 1992

Period 111: 1993 - 2000

oP D, OP Dy, OP Adj. R2 oP D, OP Dy, OP Adj. R2 OP D, OP Dy, OP Adj. R2

Railroad 0.5688 -0.0432 1.4989 0.2911 5.0074 “15170  -4.1320 06720 05680 01817 0.8100 0.3344
(2.800) (-0.248) (1.115) (3.388) (-1129)  (-3.250) (1.035) (0.440) (1.147)
[0.006] [0.805] [0.267] [0.001] [0.261] [0.001] [0.302] [0.661] [0.253]

Land Trans. 0.2498 04187 04537 0.2227 -0.3524 06174 1.1305 0.3780 0.7385 -0.9979 0.0905 0.3789
(0.836) (1172) (1.190) (-0.219) (0407) (0.951) (1978) (-1.923) (0.237)
[0.406] [0.245] [0.238] [0.828] [0.685] [0.345] [0.050] [0.057] [0.813]

Shipping 04633 -04319 0.0185 0.1750 22242 25063 -0.9037 0.3388 1.1536 -05271 09166 05945
(0.589) (-0576) (0.024) (1.356) (-1430)  (-0.434) 4.273) (- 1619) (1.656)
[0557] [0.566] [0.981] [0.178] [0.156] [0.665] [0.000] [0.108] [0.100]

Warehouse 0.9655 04128  -0.1671 03071 -00686  -0.3082 1.1678 0.5633 0.7479 03544  -0.1451 03671
(3.193) (-1537)  (-0475) (-0090)  (-0.399) (L481) (2.500) (-1103)  (-0484)
[0.002] [0.127] [0.636] [0.928] [0.691] [0.141] [0.013] [0.271] [0.629]

Manufacturing ~ 0.7368 -06791 05778 0.2846 1.6023 -1.0631 1.7696 0.3629 1.1876 -0.7004 0.2429 0.2615
(5.366) (-5501) (3.363) (4.664) (-3.470) (3.845) (8.837) (- 4.415) (0.697)
[0.000] [0.000] [0.001] [0.000] [0.001] [0.000] [0.000] [0.000] [0.486]

ol DOl Dg, Ol Adj. R2 ol DOl Dg,Ol Adj. R2 ol DOl Dg, Ol Adj. R2

Railroad -0.0534 0.3137 -5.2754 0.2295 3.9867 14208 -32102 0.6551 05424 -0.4441 1.3674 0.3061
(-0.117) (0.619) (- 1.270) (3.838) (-0554)  (-1.898) (0.780) (-0516) (1534)
[0.907] [0.537] [0.206] [0.000] [0.581] [0.060] [0.437] [0.606] [0.127]

Land Trans. 06723 -0.0230 0.5166 0.2382 2.6659 16843 -0.2592 04121 0.7399 -1.2995 00775 0.3898
(1.253) (-0.062) (0.878) (L442) (0.492) (-0.206) (1.790) (- 2.850) (0.191)
[0.214] [0.951] [0.383] [0.153] [0.624] [0.838] [0.076] [0.005] [0.849]

Shipping 1.0356 10435  -0.4485 0.1931 -0.2857 0.6523 35288 0.3331 0.8869 -0.0943 16107 0.5686
(2.189) (-2399)  (-0.976) (-0311) (0.853) (1619) (3.086) (-0.234) (2.802)
[0.031] [0.018] [0.332] [0.757] [0.396] [0.109] [0.003] [0.815] [0.006]

Warehouse 0.4447 05752 -0.2406 0.2629 0.3151 -1.2149 0.8685 0.5664 0.6980 -0.3442 0.3699 0.3646
(1.187) (-2284)  (-0.771) (0.398) (- 1.225) (0.963) (2.957) (- 1.335) (1.290)
[0.238] [0.024] [0442] [0.691] [0.223] [0.338] [0.004] [0.184] [0.199]

Manufacturing ~ 0.7088 -0.7873 0.9293 0.2589 1.9247 -1.5690 18725 0.3635 1.1761 -0.7106 03536 0.2616
(4.716) (-5.282) (3.629) (5.338) (-4579) (3.698) (7.991) (-4.331) (1.062)
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.000] [0.288]
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Table 7 Value relevance of large positive shocks on earnings (continued)

Period I: 1979 - 1985

Period 11: 1986 - 1992

Period 111: 1993 - 2000

NI D NI Dgy NI Adj. R2 NI D NI Dg;NI Adj. R2 NI D NI Dgy NI Adj. R2

Railroad -1.3474 1.8458 -3.9586 0.1954 47230 19081  -6.9932 0.6366 0.8374 -0.5028 27573 0.3006
(- 1.200) (1.862) (-1.027) (0.851) (-0350)  (-1.435) (1.183) (- 0.565) (1116)
[0.232] [0.065] [0.306] [0.396] [0.727] [0.153] [0.238] [0573] [0.266]

Land Trans. 04044 -0.6481 1.9105 02221 7.4859 59975  -4.0465 04941 0.7595 0.0986 05361 0.3577
(1841) (-0.763) (L857) (2.922) (-2292)  (-1837) (0.938) (0.118) (0512)
[0.070] [0.448] [0.068] [0.005] [0.025] [0.070] [0.350] [0.906] [0.610]

Shipping -1.9916 21819 25176 0.1757 -1.8219 21077 3.6350 0.3395 2.5050 - 2.5507 1.4929 05342
(-0.701) (0.764) (0.877) (- 1.236) (1.406) (1.655) (3.198) (-3.047) (0.805)
[0.485] [0447] [0.383] [0.219] [0.163] [0.101] [0.002] [0.003] [0.422]

Warehouse 1.0745 -0.8994 05342 0.2788 0.9537 - 18712 15752 05773 05460 - 0.2467 0.8882 0.3543
(1.893) (- 1.718) (0.516) (0.612) (- 1.065) (0.908) (1.368) (-0591) (1.493)
[0.061] [0.089] [0.607] [0541] [0.289] [0.365] [0.173] [0.555] [0.137]

Manufacturing ~ 0.4842 -0.5784 1.4463 0.2402 1.0882 -0.6737 09411 0.3203 1.0016 06080  -0.7284 0.2455
(2.077) (-2.357) (3.346) (2.596) (- 1553) (0.720) (3.701) (-2075)  (-2.360)
[0.038] [0.018] [0.001] [0.009] [0.121] [0472] [0.000] [0.038] [0.018]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed). D= a dummy variable, which is 1 for

samples of negative change and O for others.  Dy,=a dummy variable, which is 1 for samples of large positive shock and O for others.
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Table8 Value relevance of earnings components

Panel A Period I: 1079 - 1985 Period 11: 1986 - 1992 Period 111: 1986 - 2000
Pearson (OP, FIN) (OP, EXT) (FIN, EXT) (OP, FIN) (OP, EXT) (FIN, EXT) (OP, FIN) (OP, EXT) (FIN, EXT)
Railroad - 0561 -0479 -0378 -0.790 -0.358 -0.239 -0.709 -0573 0.100
(0.000) (0.000) (0.000) (0.000) (0.000) (0.002) (0.000) (0.000) (0.163)
Land Trans. -0.850 -0578 0.300 -0814 -0412 0.321 -0.356 -0.726 0038
(0.000) (0.000) (0.008) (0.000) (0.000) (0.003) (0.000) (0.000) (0.655)
Shipping -0.267 0711 -0.220 -0411 -0.113 0.254 -0538 -0.460 -0.046
(0.006) (0.000) (0.024) (0.000) (0.250) (0.009) (0.000) (0.000) (0.600)
Warehouse -0.165 -0.803 -0375 -0.076 -0.625 -0315 -0.703 -0.564 0.309
(0.069) (0.000) (0.000) (0.378) (0.000) (0.000) (0.000) (0.000) (0.000)
Manufacturing -0.390 -0.249 -0.151 -0.385 -0.465 -0.031 -0215 -0.147 -0.032
(0.000) (0.000) (0.000) (0.000) (0.000) (0.104) (0.000) (0.000) (0.038)
Spearman (OP, FIN) (OP, EXT) (FIN, EXT) (OP, FIN) (OP, EXT) (FIN, EXT) (OP, FIN) (OP, EXT) (FIN, EXT)
Railroad -0.751 -0.294 -0.169 -0.744 -0.543 0.119 -0.663 -0678 0.203
(0.000) (0.000) (0.033) (0.000) (0.000) (0.134) (0.000) (0.000) (0.004)
Land Trans. -0.748 -0531 0073 -0.713 -0.697 0.256 -0414 -0.732 -0.048
(0.000) (0.000) (0.526) (0.000) (0.000) (0.019) (0.000) (0.000) (0.570)
Shipping -0.379 -0572 -0.183 -0.595 -0.119 0.082 -0551 -0.670 0.269
(0.000) (0.000) (0.062) (0.000) (0.227) (0.404) (0.000) (0.000) (0.002)
Warehouse -0277 -0.793 -0.181 -0.049 -0.759 -0.351 -0.182 -0.691 -0.196
(0.002) (0.000) (0.046) (0572) (0.000) (0.000) (0.010) (0.000) (0.005)
Manufacturing -0.458 - 0565 -0.230 -0.362 -0.709 -0.147 -0.204 -0.608 -0.080
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
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Table8 Value relevance of earnings components (continued)

Panel B Period I: 1979 - 1985 Period I1: 1986 - 1992 Period 111: 1993 - 2000
oP FIN EXT Adj. R2 OP FIN EXT Adj. R2 OP FIN EXT Adj. R2
Railroad 01223 08852 -0.4656 0.2208 21491 07375 -2.0975 0.6623 04725 -0.9852 03417 0.3548
(0.170) (-0785)  (-0563) (0.834) (-0243)  (-0.793) (0.881) (- 1.455) (0.722)
[0.865] [0.434] [0.575] [0.406] [0.808] [0.429] [0.379] [0.147] [0472]
Land Trans. 1.1817 1.3360 -0.0794 0.2275 55256 12.694 16109 05401 1.1145 -0.0039 0.8481 0.3665
(2.274) (1435) (-0.254) (2.803) (2.106) (L671) (2.544) (-0.004) (L587)
[0.026] [0.156] [0.800] [0.006] [0.039] [0.099] [0.012] [0.997] [0.115]
Shipping 0.1158 00561 -0.1789 0.1636 04073 04027 - 0.259 0.3201 1.0839 0.2459 0.0995 0.5643
(0.554) (-0092)  (-0371) (0.870) (0.247) (-0.498) (3917) (0.540) (0.885)
[0.581] [0.927] [0.711] [0.387] [0.806] [0.620] [0.000] [0.590] [0.378]
Warehouse 3.8536 15289 5.2678 04447 1.3499 1.1061 15092 0.5634 0.7777 0.3204 03371 0.3677
(2.713) (1545) 2.172) (L378) (0.669) (1.193) (4.244) (0.777) (1.152)
[0.008] [0.125] [0.032] [0.171] [0.505] [0.235] [0.000] [0.438] [0.251]
Manufacturing ~ 0.6672 05123  -0.0774 0.2365 1.9154 0.7055 0.0924 0.3368 1.0576 04942 01921 0.2593
(5.061) (-3116)  (-0.544) (6.184) (2.303) (0.455) (10.53) (3.228) (2.267)
[0.000] [0.002] [0.587] [0.000] [0.021] [0.649] [0.000] [0.001] [0.023]

Panel A: Correlations between earnings components.  Above table shows correlation and p-value (in parenthesis).
Panel B: Regression results.  Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed).
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Table9 Value relevance of changes in earnings components

Panel A Period I: 1979 - 1985 Period I1: 1986 - 1992 Period 111: 1986 - 2000
Pearson (AOP, (AOP, AEXT) (AFIN, AEXT)  (AOP, (AOP, AEXT) (AFIN, AEXT)  (AOP, (AOP, AEXT) (AFIN, AEXT)
AFIN) AFIN) AFIN)
Railroad -0.349 -0521 -0.047 0.358 -0.788 -0.744 -0.509 -0.437 0.000
(0.000) (0.000) (0.553) (0.000) (0.000) (0.000) (0.000) (0.000) (0.995)
Land Trans. 0.062 -0.729 -0.150 -0.773 0.300 -0.289 -0.409 -0.634 0178
(0.595) (0.000) (0.193) (0.000) (0.006) (0.008) (0.000) (0.000) (0.032)
Shipping -0.186 -0579 0.019 -0.665 -0.447 0.255 -0.674 -0.372 -0.054
(0.057) (0.000) (0.845) (0.000) (0.000) (0.002) (0.000) (0.000) (0.623)
Warehouse -0.425 -0.785 0.114 -0.187 -0.366 -0.234 0.009 -0.103 0.060
(0.000) (0.000) (0.213) (0.028) (0.000) (0.006) (0.901) (0.145) (0.400)
Manufacturing -0.049 -0.194 -0.087 -0.227 -0.163 0.092 -0.070 -0.029 -0.086
(0.022) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.061) (0.000)
Spearman (AOP, (AOP, AEXT) (AFIN, AEXT)  (AOP, (AOP, AEXT) (AFIN, AEXT)  (AOP, (AOP, AEXT) (AFIN, AEXT)
AFIN) AFIN) AFIN)
Railroad -0.453 -0563 -0.139 -0.540 -0.406 -0.276 -0.565 -0573 0.0.28
(0.000) (0.000) (0.078) (0.000) (0.000) (0.000) (0.000) (0.000) (0.701)
Land Trans. -0.405 -0.705 0.153 -0513 -0.079 -0.216 -0.460 -0.630 0.140
(0.000) (0.000) (0.183) (0.000) (0.478) (0.050) (0.000) (0.000) (0.094)
Shipping -0.361 -0.590 -0.007 -0.426 -0.257 0.003 -0.339 -0532 -0.158
(0.000) (0.000) (0.941) (0.000) (0.002) (0.972) (0.002) (0.000) (0.148)
Warehouse -0502 -0.772 0.163 -0.407 -0.441 -0.182 -0.363 -0.336 -0.062
(0.000) (0.000) (0.072) (0.000) (0.000) (0.033) (0.000) (0.000) (0.386)
Manufacturing -0.275 -0.664 0.004 -0.326 -0.624 -0.089 -0.283 -0.440 -0.017
(0.000) (0.000) (0.859) (0.000) (0.000) (0.000) (0.000) (0.000) (0.259)
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Table9 Value relevance of changes in earnings components (continued)

Panel B Period I: 1979 - 1985 Period II: 1986 - 1992 Period I11: 1993 - 2000
AOP AFIN AEXT Adj. R2 AOP AFIN AEXT Adj. R2 AOP AFIN AEXT Adj. R?
Railroad 3.0487 42776 -00770 0.2358 16925 0.0643 25219 0.6446 -20407  -13404  -0.4658 0.3124
(L.101) (0.936) (-0.134) (0515) (0.014) (1409) (-3283)  (-0505)  (-1.969)
[0.273] [0.351] [0.894] [0.607] [0.989] [0.161] [0.001] [0.614] [0.050]
Land Trans. 0.7612 20144 0.3172 0.1766 8.7464 14.190 1.4960 04473 1.6051 14337 01772 0.3658
(1.030) (2.702) (L072) (2.536) (2.213) (L723) (1.941) (0.736) (0.281)
[0.307] [0.009] [0.288] [0.013] [0.030] [0.089] [0.054] [0.463] [0.779]
Shipping 0.2216 - 1.0099 01782 0.1893 0.7325 25074 -0.1236 0.3413 1.0552 08174 0.0614 05519
(1.044) (- 1.141) (0.519) (1.695) (1.394) (-0.268) (3.678) (1.785) (0.621)
[0.299] [0.257] [0.605] [0.093] [0.167] [0.790] [0.000] [0.077] [0.536]
Warehouse 39736 4.2962 35750 04514 35417 25119 1.1358 05814 0.5056 -1.2082 0.2442 03512
2.723) (2.522) (1.736) (2.936) (1.093) (1.172) (2.032) (-1.333) (0.615)
[0.008] [0.013] [0.085] [0.004] [0.276] [0.243] [0.044] [0.184] [0.540]
Manufacturing ~ 0.8485 0.6807 -0.2194 0.2564 24033 05895 -0.3967 0.3501 0.9837 01277 0.0759 0.2542
(4.660) (L541) (- 1.698) (5.712) (1637) (- 1.940) (5.182) (0579) (1822)
[0.000] [0.123] [0.090] [0.000] [0.102] [0.052] [0.000] [0.563] [0.069]

Panel A: Correlations between changes in earnings components.  Above table shows correlation and p-value (in parenthesis).

Panel B: Regression results.  Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed).
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Table 10  Effect of under-profitability on the value relevance of earnings

Panel A Period 1: 1979 — 1985 Period 11: 1986 — 1992 Period 111: 1993 - 2000
ol DOl Adj. R2 ol D+Ol Adj. R2 ol DOl Adj. R?
Railroad -0.7906 0.8962 0.1566 25819 1.129% 0.6554 1.2976 -1.3677 0.3099
(-0529) (0.633) (1114) (0.396) (1485) (-1.277)
[0.598] [0.528] [0.267] [0.693] [0.139] [0.203]
Land Trans. 12177 0.7698 0.2454 25533 04821 04108 05454 0.3675 03575
(2.531) (0.918) (1.730) (0.315) (L547) (0.368)
[0.014] [0.362] [0.088] [0.754] [0.124] [0.714]
Shipping 0.0297 0.2815 01762 0.1352 05276 0.3362 1.0483 -0.0852 05443
(0.318) (1.155) (0.300) (0.905) (3.072) (-0.121)
[0.751] [0.251] [0.765] [0.368] [0.003] [0.904]
Warehouse 0.2056 -0.7264 0.2680 0.2982 0.7705 05583 0.6465 -0.2062 0.3609
(0.752) (- 1.894) (0435) (0.748) (2.562) (-0.361)
[0.454] [0.061] [0.664] [0.456] [0.011] [0.718]
Manufacturing 1.1671 -1.1274 0.2235 2.3628 -1.7152 03417 15524 -1.0920 02617
(7.035) (-6.238) (8.333) (-5.378) (9.331) (- 5592)
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed). D, =a dummy variable, which

is 1 for low ROE samples and O for others.
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Table 10 Effect of under-profitability on the value relevance of earnings (continued)

Panel B Period |: 1979 — 1985 Period 11: 1986 — 1992 Period 111: 1993 - 2000
ol Dy+Ol Adj. R2 ol DOl Adj. R? ol DOl Adj. R?
Railroad 0.5284 -05162 0.1536 12427 2.5654 06573 2.2405 -2.4981 0.3487
(0.418) (-0.415) (0414) (0.788) (2.833) (-3.033)
[0.677] [0.679] [0.680] [0432] [0.005] [0.003]
Land Trans. 1.1318 -0.1455 0.2378 1.7875 -36378 04178 05253 0.0262 0.3568
(2.288) (-0.160) (1.040) (- 1.318) (1.608) (0.018)
[0.025] [0.874] [0.302] [0.191] [0.110] [0.986]
Shipping 0.4890 -0.3534 01742 1.1353 -0.8104 0.3359 1.0024 0.0988 05443
(1.765) (-1.173) (0.555) (-0.355) (3.040) (0.149)
[0.081] [0.244] [0.580] [0.723] [0.003] [0.882]
Warehouse 0.1354 -0.1383 0.2517 0.3501 1.0487 05590 0.6349 -0.1151 0.3607
(0.490) (-0.304) (0525) (0.839) (2.551) (-0.196)
[0.625] [0.762] [0.600] [0.403] [0.012] [0.845]
Manufacturing 12188 -1.3142 0.2344 2.6244 - 26754 0.3555 14734 -0.9810 0.2604
(8.187) (-8.079) (9.664) (-8.979) (8.691) (- 4.653)
[0.000] [0.000] [0.000] [0.000] [0.000] [0.000]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed). D, =a dummy variable, which

is 1 for low yield samples and O for others.
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Table 11

Sales size and relevance of earnings

Period I: 1979 - 1985

Period 11: 1986 - 1992

Period 111: 1993 - 2000

X DX D X Adj. R2 X DX D, X Adj. R2 X Dy X D X Adj. R2
Railroad
oP 0.2227 1.0970 -1.8418 0.2248 7.3418 - 6.4270 45518 0.7193 1.3184 -0.1728 -2.1651 0.3677
(0.563) (2.097) (-1.201) (3.965) (-4.158) (0.760) (3.585) (-0.271) (-2.703)
[0.574] [0.275] [0.232] [0.000] [0.000] [0.449] [0.000] [0.787] [0.008]
Ol -0.3018 - 0.5052 1.0036 0.1448 15.533 -12.751 -1.1906 0.6829 2.5467 - 15775 -1.2106 0.3166
(-0.218) (-0.280) (0572) (2.377) (-1.957) (-0.323) (1514) (-0.811) (-0.972)
[0.827] [0.780] [0.568] [0.019] [0.052] [0.747] [0.132] [0.418] [0.333]
NI -0.4760 -1.4490 2.3328 0.1549 39.230 - 37.605 -4.4398 0.6989 1.5027 1.2414 -2.6736 0.3008
(-0.124) (-0.404) (2.727) (3.999) (-4.216) (-0.433) (0.654) 0.474) (-1.532)
[0.902] [0.687] [0.007] [0.000] [0.000] [0.666] [0.514] [0.636] [0.127]
Land Trans.
OoP 2.5445 -2.0233 0.3243 21771 -2.3654 0.3559 0.2000 0.7581 - 3.5946 0.3714
(2.338) (-1.849) (1.016) (-1.175) (0.323) (1117) (-1.092)
[0.022] [0.069] [0.313] [0.244] [0.747] [0.266] [0.277]
Ol 5.2027 - 4.3665 0.4699 5.9585 - 4.2856 0.3781 05104 0.2364 -0.7954 0.3627
(6.917) (-5.218) (2.047) (-1.302) (0.493) (0.226) (-0.604)
[0.000] [0.000] [0.044] [0.197] [0.623] [0.822] [0.547]
NI 5.2558 -4.4240 -5.5618 0.2254 4.6145 -0.8377 - 3.3989 0.4045 2.2937 -1.3408 -0.7954 0.3724
(L713) (-1.434) (-0.514) (3.842) (-0.350) (-2.125) (1423) (- 1.020) (-0.409)
[0.091] [0.156] [0.609] [0.000] [0.728] [0.037] [0.157] [0.309] [0.683]

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix (White’s t), [Bottom] = p-value (two-tailed). D= a dummy variable, which
is 1 for small sales samples and O for others. D, = adummy variable, which is 1 for loss samples and O for others.
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Table 12  Sales size and relevance of positive and negative changes in earnings

Panel A: Railroad industry Small Size
A0P Ds AOP D, AOP DgDy AOP  Adj.R? Positive Negative
Period I 05392 5.7801 0.3795 -7.3168 0.2334 6.3193 -0.6180
(0.754) (1.253) (0.134) (- 0.999) F=17800 F=0.1742
[0.452] [0.212] [0.894] [0.319] p=0000  p=0677
I 30442 -33.620 - 56.040 67.080 0.6827 -3.1780 7.8620
(3.082) (-3372) (-4.234) (4.855) F=27804 F=32375
[0.002] [0.001] [0.000] [0.000] p=0.098 p=0.074
I 65470 - 14779 -18.580 18344 0.3495 -0.9309 -2.0978
(1182) (-1.324) (- 2.596) (2.486) F=04139 F=15405
[0.239] [0.187] [0.010] [0.014] p=0521 p=0216
401 D;4 Ol Dy 401 DgD, 401  Adj.R? Positive Negative
Period 1  0.0402 8.5430 11525 -11.005 0.3456 8.5832 -1.2693
(0.024) (1.651) (0.474) (-1577) F=47304 F=0.9548
[0.981] [0.101] [0.636] [0.117] p=0.000 p=0.330
I 32848 -34.751 -89.411 91.955 0.6556 -1.9030 0.6410
(2.014) (-2171) (-2545) (2.709) F=27644 F=0.0062
[0.046] [0.032] [0.012] [0.008] p=0.098 p=0.937
I -6.3688 4.5056 4.0301 -3.3551 0.3104 - 1.8632 -1.1882
(-1.190) (0.824) (0.553) (-0452) F=14938 F=10861
[0.236] [0.411] [0.581] [0.652] p=0.223 p=0.299
ANI Ds 4Nl Dy ANl DgDy ANl Adj.R? Positive Negative
Period 1  -6.5944 6.0897 13.734 -11.688 0.1478 -0.5047 15413
(-0.853) (0.795) (1.240) (- 1.055) F=06839 F=12586
[0.395] [0.428] [0.217] [0.293] p=0410 p=0.264
I 56.041 -41.338 -994.51 982.51 0.6547 14.7030 2.7030
(0.685) (-0477) (-2.199) (2.174) F=19146 F=18461
[0.495] [0.634] [0.029] [0.031] p=0.169 p=0.176
I -1.7689 0.3033 -10.923 12.240 0.3471 - 1.4656 -0.1486
(-0.602) (0.087) (-1.951) (2.036) F=04141 F=0.0846
[0.548] [0.931] [0.053] [0.043] p=0521 p=0.772

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
(White’s t), [Bottom] = p-value (two-tailed). Dy=a dummy variable, which is 1 for small sales samples and O for others. D, =a

dummy variable, which is 1 for samples of negative change and 0 for others.
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Table 13  Sales size and relevance of positive and negative changes in earnings

Panel B: Land trans. industry Small Size
A0P Dy 40P D, AOP DgDy AOP  Adj.R? Positive Negative
Period | 5.8237 -5.4871 -12.344 11.391 0.3261 0.3366 -0.6164
(6.425) (-5.936) (-4.702) (4.352) F=03082 F=0.3055
[0.000] [0.000] [0.000] [0.000] p=0581 p=0582
I 10.967 -17.146 8.2447 1.0844 04374 -6.1790 3.1501
(2.166) (-1.931) (0.721) (0.102) F=06010 F=05989
[0.034] [0.058] [0.473] [0.919] p=0.441 p=0.442
I -20426 3.2408 3.8153 -3.6271 0.3725 1.1982 1.3864
(-1.200) (1.589) (1.818) (-1.457) F=06643 F=15583
[0.232] [0.114] [0.071] [0.147] p=0417 p=0214
401 Dg 40l Dy 401 DgD, 401  Adj.R? Positive Negative
Period | 6.1738 -59111 -10.305 10.121 0.3848 0.2627 0.0787
(12.43) (-10.17) (-2.317) (2.291) F=02681 F=0.088
[0.000] [0.000] [0.024] [0.025] p =0.606 p=0.925
I 22.805 -29.589 -3.7042 23458 0.4612 -6.7840 12.970
(2.687) (-2.629) (-0.256) (1.703) F=08523 F=19180
[0.009] [0.010] [0.799] [0.093] p=0.359 p=0.170
m - -19727 3.0681 4.5495 -4.1116 0.3760 1.0954 15333
(-1.187) (1.553) (1.890) (-1.532) F=08221 F=13044
[0.238] [0.123] [0.061] [0.128] p =0.366 p=0.255
ANI Dy ANI Dy ANl DgDy ANl Adj. R Positive Negative
Period | 75347 - 6.8067 -14.434 15.241 0.1959 0.7280 15350
(1.280) (-1.163) (-1.737) (1.781) F=12278 F=0.4403
[0.205] [0.249] [0.087] [0.080] p=0272 p=0509
I 0.3944 0.8891 1.7169 0.3555 0.4418 1.2835 3.3559
(0.358) (0.276) (1.310) (0.092) F=01340 F=5.8206
[0.721] [0.783] [0.194] [0.927] p=0.715 p=0.018
i -19919 -0.2820 3.6753 -0.8643 0.3784 -2.2739 0.5371
(-2.181) (-0.278) (3.029) (-0.526) F=33800 F=0329
[0.031] [0.782] [0.003] [0.600] p=0.068 p=0567

Each cell shows as follows: Top = Estimated Coefficients, (Middle) = t-value using heteroscedasticity-consistent covariance matrix
(White’s t), [Bottom] = p-value (two-tailed). Dy=a dummy variable, which is 1 for small sales samples and O for others. D, =a

dummy variable, which is 1 for samples of negative change and 0 for others.
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