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tSTAt
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0.861

tsCF;

TA;
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-0.063

0.063

o}

3} AT FAAFE -0.37370]2L, Francis and Smit
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CFy
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-0.105

0.105

(F 3) FUTZF Pearson AtAlE
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tsTA:
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D 4
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mean{TA)
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(2 1) HEH YT o] o9 TR o920 ofeluizk

o
of o7t AE&A WA AT EH T
Ade] g AAGFE 247t 0.2599F 0.74201%1 1,
Francis and Smith(2005) %42 B7] o]<] #&
YRS EH T FAATE 242 0.2729
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0.729010th. 3 F(+)9] o] F1tell A AFA
el JdHddas g HAYY AAFE 47
0.562(=0.259+0.303)<} 0.483(=0.742-0.304)
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(E 4) 0|27 o|dTARA0| Flotn) Bxof Chist 37/2A
mean Ey = ciy + ci interval Ey + wy (7a)
= coy + cop pOS_Intervaly + coy Interval Ey
+ cog7 pos_Intervaly interval By + wo (7b)
g A, AA o3t
LS Ly =F; Ey=CF; FEy=TA; FEy=tsCF; FEy=tsTA:
AT sAAE JAAF 3AAE JAAF
(L) (L3 (L) (t#) (t#)
intercept -0.000 0.044*** -0.044"** 0.023*** -0.023"**
(-1.36) (17.52) (-17.49) (5.22) (-5.21)
interval E; 1.000*** 0.446*** 0.554*** 0.623*** 0.377***
(3,922.58) (25.84) (32.03) (20.35) (12.29)
adi. & 1.000 0.871 0.912 0.807 0.603
F-test: ¢;;=1 (F-stat.’) (0.85) (1030.4)*** (663.4)*** (151.6)*** (412.0)***
HE B, 5 (-)/F(+)<] o7t
L By =F; Ey=CF; FEy=TA; Ey=tsCF; Ey=tsTA:
AAF AAE AAF AAE SAAF
(t#t) (t3) (t#t) (t3) (t#)
intercept 0.000 0.019*** -0.019*** -0.022** 0.022™*
(0.92) (2.97) (-2.95) (-2.07) (2.08)
pos_interval; -0.000 0.012 -0.012 0.012 -0.012
(-0.42) (1.33) (-1.34) (0.76) (-0.76)
interval E; 1.000*** 0.259*** 0.742%** 0.272%* 0.729"**
(1,398.17) (5.91) (16.91) (3.66) (9.77)
pos_Interval; interval E; -0.002 0.303*** -0.304*** 0.632*** -0.634***
(-0.80) (4.88) (-4.90) (6.00) (-6.01)
adi. & 1.000 0.896 0.929 0.857 0.706
AR (FF) 54210, 5, and 1% FEAlA] fo3
PR-AA(FZ); * 242 10, 5, and 1% FFA 2
Hegde (52 228 A

0.904(=0.272+0.632) ¢+ 0.095 (=0.729-0.634) & o tated F+

o]t T @5 EY ot A A
T o3t F(+)9] ol FtE Hlwsk  grk 53] F(+)9] o3t

H 5(0)9] o]t E S BAglel ¥ Smith(2005) ¥4l o %%E—E—Jﬂr

HAFEF Hlote] LA o]t Aol & Aol YA CE EdH EFF
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ag DI (E 4)9 2342 99std o]}o
A#Y =AM Francis and Smith(2005) W4
9/] D]—7] O]O] J,]-E‘ﬂ 0101_'11-/8#_ = HAEA H]—/_\JI_O/]

Wste] 912

37] 0] #H oA AL AEA "l o]
T 820l Wgte] §()9] o473} F(+)9 o
)73

H|D

o
MR RS
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JW—\N\%
B S
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lo 4 AN
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ﬁ“moz
A T
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o B 2 X%
1o, N

< 747+ (0.383(0.419) % 0 146(0 214) |31t
rancis and Smith(2005) #2le] ©7] ¢]
dAdas e TN A 1224714
A B (F95)S 44 0.532 (0.568)%
0.503(0.492)c10t}. A &4 W29 o] e
o] 1R VERAS] 2299 daEE 0.078,
Hhel (0.149) 9] Bl&ke] Francis and Smith(2005)
WAool A e 1A AT EEH
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(% b) 0|74 40| &rtH 1A |2
E}‘; = agy + ajj (:phi_E}) E}p] + Ujt (8)

A A 7leEA

Likn R FFAA 1% ChiNE 99%
aor 0.016 0.022 -0.034 0.021 0.050
ai (=phi E) 0.547 0.255 0.119 0.591 1.068
adj K’ 0.240 0.151 0.007 0.227 0.464
aoz 0.034 0.013 0.014 0.035 0.055
a2 (=phi CF) 0.383 0.078 0.203 0.419 0.469
adj K’ 0.142 0.046 0.041 0.143 0.226
aos -0.014 0.020 -0.080 -0.011 0.014
ais (=phi TA) 0.146 0.149 -0.180 0.214 0.368
adj K 0.033 0.035 -0.002 0.019 0.119
ao4 0.017 0.038 -0.034 0.011 0.120
au (=phi tsCF) 0.532 0.140 0.216 0.568 0.714
adj /¥ 0.253 0.107 0.028 0.279 0.451
aos 0.001 0.038 -0.095 0.006 0.036
a5 (=phi tsTA) 0.503 0.126 0.253 0.492 0.712
adji & 0.213 0.099 0.062 0.207 0.394

39 B. o9 420l YU 1A 4BAS) ¥

At Aol
aj; (:phJ;E) ajz (:phl;OF) a3 (:phj; TA) a4 (:p]]J;IfSCF)

e

azo (=phi CF) 0.164

ais (=phi TA 0.401 0.237

ai (=phi tsCF) 0.015 -0.149 -0.386

ars (:pbi_tsTA) 0.044 -0.120 -0.357 0.029
-2 (FF). 7 SAAR A9 98 2 Fafels 5% VT FEAAN FaA

Ay ee (F >-€ Fx2 A

(0.088)°I0th. Aol de] Eud vpe} 2 FA ol skl ol 29kt
o] AT EEY} HAAT Fo FHHAZ Qs ?ﬁi Francis and Smith(2005
of o|ele] MEAFL B2 WAl o] e il ole] ¥ JdHdTTEY BN WA Hd (&

o%
T >,
1o,
oft
)

6) (& 6)el AN o]l 7 ke WEHEFANE ol§3te] TRV AW 454 B4j] JYAFEE} By FEVE
-0.010(=1[0.0780.118%-0.111%)/2)°|™, Francis and Smith 4]<] °1‘§64%§_%ﬂr YA zE FEARS -0.006(=(0.078
0.110%-0.075%)/2)0l2ke A& & + l‘jr
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(E 6) ol2TA4e| 7|0 HEA

A A 71EEA

Gk R FFAA 1% AT 99%
o(Ey) 0.078 0.194 0.008 0.050 0.410
o(CF) 0.118 0.144 0.031 0.093 0.447
o(TAy) 0.111 0.105 0.028 0.088 0.483
o(tsCFy) 0.110 0.192 0.025 0.086 0.411
o(tsTA) 0.075 0.060 0.014 0.063 0.250

9 B o]
- oy, o(CF,) o(TA,) o(tsCF,)
o(CF,) -0.040
o(TA,) -0.033 0.007
o(tsCF,) -0.032 0.008 0.001
o(tsTA,) 0.003 0.043 0.036 0.035

A (F2). Fe AN EAE B 2 JRAlE 5% 18 FEoA felg.
WYL ($E)S BET A,

944)€ 2474 0.110(0.086)%F 0.075(0.063) 24 Aol LA A o] 2 &4 ol wlste] frolatA Zich.”

B AEA WAl o] g i AEAAEY v o] Francis and Smith(2005) Wlog =
ofeHAl Askeh. aga o] aae] S AE 9] o9 dd AT B DA A&
WAgle] d9dasEY] W] TAHY WEs AL 247 0.5667 0.510(=0.566-0.056)°]H,
AEte gAZ FAh(EEA w24 0.118)0.111, T SAAFAE o8 atol7t dle Aoz A%

Francis and Smith %4} 0.1100.075). so] oA o st At tE 28 BT o
(F el F 7 oz 49 0|94 84 A% Francis and Smith(2005)¢] Az} fALs)
o A&AAE vlud 4945 Busidtt JdPdAe A AEH Al 7S vietd 1 Aelzt AA 7
A A WAl JdYddasasy T 280 A< ¢ 4 A90H0.271 W 0.056).°
7] oo digk A& 247y 0.707% T 7R WAl e g SAE o] ahl] A&A]

o
0.436(=0.707-0.271)°1, YddeEF A& EXE vlws] EH A5 Ao DAY A5

%
T

7) Sloan(1996)2] Table 39 Panel Adl oJst¥ HEA WAooz 249 AT T FAY 27| o] tigt dAAF= 244
0.781% 0.72101", T AAATE 1% nwe] $3004 F23k 2Jo] & B}

8) Francis and Smith(2005)¢] Table 5 W2% (1) AFH WAooz 43 Ao g} AN 7] oo tigt A
T Z2H7 0.8067F 0.6932.2 (0.1139] zto]& HSou (2) B7] o] #HA (time-specific) FHYHTEEZ LA A7) o]2fq o
3 3 AAGTE 242 0.7938 0.75824 L 2lo]& 0.035% =t
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(E 7) oot detel K4
Ey = by + by (=per E) By + bz (=per TA) TA-1 + v (9a)
Er = by + b2 (:per_E) E-1 + b (:pé’l‘_tSTA) tsTAir; + v (9b)
Gl ot #EFAA} 1% ChinE 99%
bio 0.005 0.020 -0.048 0.013 0.031
by (=per E) 0.707 0.240 0.439 0.684 1.331
bz (=per TA) -0.271 0.137 -0.513 -0.228 -0.103
adj K’ 0.276 0.138 0.076 0.268 0.486
bz 0.016 0.021 -0.030 0.020 0.046
bor (=per E) 0.566 0.249 0.124 0.600 1.096
boo (=per tsTA) -0.056 0.047 -0.151 -0.055 0.017
adj K’ 0.248 0.149 0.005 0.239 0.471
-3 (FF). 72 SAAR A9 B 2R FdAole 5% T FEAM Folgh
R EESEEICE 4T

99%ANM = &9 (-0.103)% Ho 8IS
O ASAET oA Ave A & 5 Uth
Holl Francis and Smith #2419 & 244
_r_r;ﬂ oz oﬂo%sq%_g_%o ;]i:/éiq. = 73
(99%°14 0.0171)% & Aoz A2
o]’¢e] A3+ Francis and Smith(2005) W2

do o = o

_4

o] G7] o]e B o] TA AT} HER HEA @
o]}/ 8.anel] Wlske] HriA oz P Aol A&
4 Ao} 27 Qe AL welFm gl ol

& 549 Aol AEH P4

29 AztlA ket 2 Bes} ok AL A

ol 7828 A

il
V. 28

B A e AEA wloz ZHE o] 74
829 Francis and Smith(2005)7} #|<+at 14
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2 AFolx = A4 WA # Francis and Smith
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o 7 WAle ApolE op7]she B7lo] e
FIFE AR G oldFA LY dTE HHA
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Attributes of Time-Specific Earnings Components
Affecting Current-Period Earnings Only*

\Wonsun Paek**

Abstract

This study compares attributes between traditional and time-specific earnings components.
Sloan (1996) shows that operating cash flows are more persistent than accruals. However, Francis
and Smith (2005) document that Sloan’s (1996) result for the persistence difference between
traditionally defined operating cash flows and accruals is weakened when both components are
measured in a ‘time-specific’ manner. Francis and Smith’s (2005) time-specific earnings
components exclude such items that are not included in current-period earnings but included in
either previous-period or next-period earnings.

This study examines the differential attributes of time-specific earnings components compared
to traditional earnings components. Specifically, the attributes such as the association with
earnings, first-order autocorrelation, volatility, and persistence are compared between two sets
of earnings components. Adopting Francis and Smith’s (2005) assumptions on time-series
properties, variance and covariance of earnings components, [ expect (1) that the first- order
autocorrelation of traditional operating cash flows is larger than that of traditional accruals only
if the first-order autocorrelation exceeds 0.333 while the first-order autocorrelations of
time-specific earnings components are indistinguishable, (2) that traditional operating cash
flows are more volatile than traditional accruals only if the first-order autocorrelation exceeds
0.250 while time-specific accruals are more volatile that time-specific operating cash flows,
and (3) that traditional operating cash flows are more persistent than traditional accruals

unless the absolute value of the first-order autocorrelation exceeds 0.707 while time-specific

* This work was supported by the National Research Foundation of Korea Grant funded by the Korean Government
(NRF-2012S1A5A2A01018787).
** Business School, Sungkyunkwan Univrsity (wpaek @skku.ac.kr)
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earnings components are identically persistent.

The final sample consists of 9,200 non-financial firm-years with December fiscal year that
are traded over Korea Exchange for 1995-2011. Empirical findings are summarized as follows.
First, when the cross-sectional distribution of two sets of earnings components, traditional
accruals are more highly associated with earnings than operating cash flows but tims-specific
accruals are less highly associated with earnings than operating cash flows. Second, the first-
order autocorrelations of time-specific earnings components are larger than those of traditional
earnings components. Third, traditional earnings components are more volatile than time-
specific earnings components. Fourth, time-specific operating cash flows are less persistent
than traditional operating cash flows while time-specific accruals are more persistent than
traditional accruals. And as a consequence, the difference of persistence between operating cash
flows and accruals becomes smaller for time-specific earnings components than for traditional
earnings components as evidenced by Francis and Smith (2005).

The results in this study deepen our understanding of the accrual basis of accounting by
documenting a distinguishable nature of accounts with the current-period earnings effect from
those without the current-period earnings effect. The results in this study suggest that time-
specific earnings components are less volatile than traditional earnings components and that
the persistence difference between operating cash flows and accruals becomes smaller for time-
specific earnings components than for traditional earnings components. Higher volatility and
larger difference of persistence of traditional earnings components are of course caused by
accrual-entry and deferral-entry accounts that do not affect current-period earnings but affect
previous-period or next-period earnings. In other words, although the accounts without current-
period earnings effect do not affect current-period earnings, such accounts are more likely to
deteriorate the quality of operating cash flows or accruals. Information users should pay more
attention to a distinctive nature between traditional and time-specific earnings components for

their economic decisions.

Key words: First-order autocorrelation, Persistence, Time-specific earnings components,

Traditional earnings components, Volatility
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