ISBN 978-1-932800-51-7

Professor Yaniv Konchitchki’s research interest is in
interdisciplinary capital markets, financial statement analysis,
and valuation. He especially examines the wusefulness of
accounting information through its links to macroeconomics
(inflation; GDP) and valuation (cost of capital; asset
pricing). Before receiving a PhD from Stanford University, he
was a CPA and Senior Financial Consultant at
PricewaterhouseCoopers, as well as a Senior Expert at the
Securities Authority.

‘ 90000>
7819327800517 ‘| “

SaAI1DadsIad pue sa10N :Ydieasay buinunoiny

Y2HYOUOY

=~
]
m
[
»

vodinoid

CAR

ACCOUNTING RESEARCH: NOTES AND PERSPECTIVES

Professor Yaniv Konchitchki

Haas School of Business

University of California, Berkeley
Berkeley, California 94720, USA

EVENT TIME IN TRADING DAYS RELATIVE TO EARNENGS ANNOUNCEMENT DAY

sroothed loes.

r ™ TTT T T ™ q
12
15
‘P‘,:(fv,)/soe,whem:—s,u-, +8. [l =ve=- Average ¥, X 10* during non- wok
. report period = 112,
13
108 | £ SR
L A7\ Varighle | E
7
13 ] --/\
104
12 -5 L
KT 1%
................... . — L
11
3 100
$ | i ——— —
- { %Q “
0 5098} “~
E s\
r -
3 N,
<096 "\ 4
n9 s
A2
-8 -6 -4 -2 0 +2 4 +§ ‘\
Weeks after announcement - "
[
0.92 t ““\1\‘
Y
RN .
90 K
0. Vori SR, _
Vari 2 ’
0.88 Ny
R S S S S S SUN ST S RS S T
wm §- ~12 -10 -8 -& -4 -2 0 2 4 6
u_-.°"°':°~' » Menth Relative to Annual Report Announcement Date
00 B " B
01
$ F
4 E ?
’ 3 -—
o3 /-/
L]
s -0 o om o o
Forazaes Emos
-
3
3
1
Blanad Spure 4. Eamings surprise respocse functions for value aod growth stocks. This graph plots the quartery abacemal
eturns For value and growth stocks respectively as a functicn of the mugnitmds of the quarterly camings focecut
A _— A " M A A A " emor. Each phot is foemed by dividing the stocks inko 20 poctfolios based on the mugminds of Tecast erroe,
-0 -0 -0 -2 -0 ° - -2 -0 e and then plotting the memn portfolio aboonral returns aod focecast errocs. The resulting poirgs are joined using



ACCOUNTING RESEARCH: NOTES AND PERSPECTIVES

Professor Yaniv Konchitchki
Haas School of Business
University of California, Berkeley
Berkeley, California 94720, USA

= T T T T T T T T T L) T T ¥ T v -
[AFYS
15
‘F'.=(§'F,)lm.whm 1==8,0, 8. (Al 3
14 I
108
1.3 L&
104
12
{8
.E 100
2
P 5 0.98
;
EH
na
% -6 4 -2 0 4z 46 44 o
Weeks after announoement
092
050
088
CAR O A n L " 'l L i i 'l ! A4 ke i i A
(e 5 E =12 =10 -B & -4 -2 o 2 4 &
u.--“--'n'f-' » Menth Relative to Annuol Feport Anncencement Dafe
[T B =
.
7
Bl
'Y =0T aax oo
L]
1

——GRATWTH
——ALUE
Figured. Famings surprise respocse functions For value ood growih stocks. This graph plots ihe quartedy abocemal
returns For value and gresth skocks respectively as o function of the mugnitnde of the gquarterly camirgs ot
A " " " " i emur. Tach phot is formed by dividing the siocks ink 20 portolios based an the mogninde of the forecast error,
s —a0 -3 -3 - . - -2 -3 van e and then ploting the mew portfolio abponral reterns ood Forecast ermoes. The resuliing peints are joined uxing

EVENT TIME B4 TRADIMO DATS RILATIVE TG EARMENGS AMMOUNCEMENT DAY smathed |iea.




Accounting Research: Notes and Perspectives
By Yaniv Konchitchki

Published by
USC FIGUEROA PRESS
840 Childs Way, 3rd Floor
Los Angeles, CA 90089
Phone: (213) 743-4800
Fax: (213) 743-4804 www.figueroapress.com
Figueroa Press is a division of USC University
Copyright © 2012 all rights reserved
Printed in the United States of America

Notice of Rights

All rights reserved. No part of this book may be reproduced or transmitted in any form or
by any means, electronic, mechanical, photocopying, recording, or otherwise, without
prior written permission from the author, care of USC Figueroa Press.

Notice of Liability

The information in this book is distributed on an “As is” basis, without warranty. While
every precaution has been taken in the preparation of this book, neither the author nor
USC Figueroa Press shall have any liability to any person or entity with respect to any

loss or damage caused or alleged to be caused directly or indirectly by any text contained
in this book. USC Figueroa Press is a trademark of the University of Southern California.

Library of Congress Cataloguing-in-Publication Data
ISBN-13: 978-1-932800-51-7
ISBN-10: 1-932800-51-4
Library of Congress Number 2009922593



Introduction

This book is based on the two PhD-level financial accounting research courses required
as part of the accounting PhD studies at Stanford University Graduate School of
Business. The book covers leading mainstream research studies in accounting, finance,
and economics, with an emphasis on financial accounting. The financial accounting
studies covered in the book were considered as “classics” by my faculty at Stanford. This
book simply provides brief descriptions of the hypotheses, findings, and research design
of key research studies. It does not attempt to assess the quality of the research studies,
as well as it is unedited and based on rough summaries and notes. The book can be
helpful for current/prospective PhD students and professors in the area who search for
general references. It can also be used by general students and scholars who are
interested in learning how accounting research studies look like. In addition, it can be
helpful for managers, investment experts, and hedge fund professionals who want to get
familiar with rigorous capital markets research and/or get general ideas about forming
trading strategies based on such research. I appreciate comments and suggestions from
three anonymous referees, as well as from Chris Armstrong, Scott Joslin, and Gil Sadka.

Yaniv Konchitchki
Haas School of Business
University of California, Berkeley
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