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PANYA SUMRITPRADIT : THESIS TITLE. A STUDY OF FACTORS INFLUENCING
VALUE-RELEVANCE OF EARNINGS AND BOOK VALUE IN THE STOCK EXCHANGE
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The purposes of this study are to examine value-relevance of earnings and book value
relating to two main issues. First, the study examines value relevance of earnings and book value according
to time changes, accounting standards changes, and each industry. Second, the study determines whether
firm-specific and accounting factors influencing earnings make earnings be more value-relevant than book
value and whether those factors influencing book value make book value be more value-relevant than
earnings. This study used stock prices and financial statements data of companies in all industries except
Banking, Finance & Securities and Insurance, in the Stock Exchange of Thailand during 1984 to 1999.

The study applied correlation analysis and Feltham-Ohlson model (1995) for pooled, yearly,
quarterly, as well as industrial cross-sectional regression analysis. Then, each factor was set as the criterion
to classify samples for regression analysis. The results were based on the adjusted R, the incremental R®
and the level of significance of independent variables in the models. All statistical tests were done at
significant level 0.05 and 0.10.

The results indicate that combined value-relevance of earnings and book value decreases
over time, does not increase in the period of accounting standards changes, and does not significantly differ
among industries. Incremental value-relevance of both accounting data does not change in all three tests
mentioned above. Earnings are more value-relevant than book value. The study of factors influencing
value-relevance shows that one-time item, loss from major operations, firm size, revaluation of assets,
foreign currency transactions are the factors influencing book value that make book value be more
value-relevant than earnings. Earnings growth and earnings permanence are the factors influencing
earnings that make earnings be more value-relevant than book value while matching principle is the factor
influencing book value that make book value be more value-relevant than earnings. ‘The results from
matching principle contradict to the research hypothesis. Unrecorded intangible investment does not relate
to the factor influencing book value that make book value be more value-relevant than earnings. The results
from multiple regression analysis suggest that all factors can explain incremental value-relevance of
earnings better than incremental value-relevance of book value.
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o Beaver, W. H., Financial Reporting : An Accounting Revolution, 3" ed.,

(NJ: Prentice-Hall, 1998), p. 69 -71.
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