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Summary

On February 1897, the Business Accounting Deliberation Council presented the Draft on "Opinion
Concerning Revision of the Consolidated Financial Statement System," and the opinion officially published
at June 1997. it recommends a radical revision of the system of consolidated financial statements, including
a switch of focus to consolidated disclosures from single-entity disclosure, expansion of the scope of the
consolidation and changes in consolidation procedures. The new system rapidly enforced from the fiscal
year ending March 2000. This paper investigates changes in value-relevance of consolidated financial
statements on 7,073 firm-year sample on the 1 st Section of Tokyo Stock Exchange during seventeen years
from 1984 to 2000.

We report three primary findings. First, the difference in value-relevance between parent-alone financial
statements and consolidated financial statements is gradually decreasing since 1984, and contrary to
Ishikawa(2000), the value-relevance of consolidated financial statements become greater than those
of parent-alone after 1997 presented the Draft. Second, dividing sample by the ratio of consolidated to
parent-alone on income before income taxes, we find that the value-relevance of the upper one-third group
of consolidated financial statements is remarkably greater than those of parent-alone after the Draft and
continuing by 2000. Finally, the Chow test shows a structural breakpoint at 1997.
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Al A2 EARN1 AEARN1 EARN2 AEARN2 BV MV R
Al 1.000 0.941 0.578 0.120 0.461 0.097 0.708 0.744 0.143
A2 1.000 0.613 0.173 0.613 0.229 0.654 0.668 0133
EARN1 1.000 0422 0.873 0.372 0.233 0.186 0.204
A EARNI1 1.000 0.419 0.844 -0.005 -0.005 0.229
EARN2 1.000 0.556 0.189 0.138 0.137
A EARN2 1.000 -0.005 -0.015 0.156
BV 1.000 0.678 0.043
MV 1.000 0.279
R 1.000
Hik
Al A2 EARN1 AEARN1 EARNZ AEARN2 BV MV R
Al 1.000 0.942 0.552 0.117 0.405 0.088 0.696 0.756 0.125
A2 1.000 0.587 0.168 0.565 0.230 0.680 0.688 0.109
EARN1 1.000 0.458 0.856 0.403 0.211 0.179 0.187
A EARNI1 1.000 0454 0.842 0.000 -0.008 0.229
EARNZ 1.000 0.621 0.163 0.102 0.113
A EARN2 1.000 -0.003 -0.029 0.149
BV 1.000 0.669 0.038
MV 1.000 0.279
R 1.000

R3 EBENREFNVICEDHBATA
BEACEARUFZET LT MV; = 6ot 31, BV + 02,AL+ &5,

E HiF
Year N BV Al Adj.R? BV Al Adj.R’ A AdjR?
1984 209 0.067 9.781** 0.559 -0.025 12.359** 0.588 -0.028
1985 223 0.185 7825* 0474 0.074 10.658** 0.552 -0.078

1986 238 1.329** 5.325 0.566 1.112** 8.307** 0.626 -0.060

o PR PRSPPI RPN ans

1989 380 1115** 3251** 0.489 1.158** 4583** 0.513 0.024
1990 408 1.406** 7.097** 0.609 1413**  10039** 0.677 -0.068
1991 425 1.047** 6.659** 0.721 0.844**  10.358** 0.780 -0.060
1992 441 0.725** 5.196** 0.779 0.685** 7.303** 0.803 -0.024
1993 455 0.894** 4426** 0.750 0.896** 5.937** 0.770 -0.021
1994 459 1.263** 4543** 0.775 1.286** 5.775** 0.788 -0.013
1995 521 0.862** 4580** 0.831 0.894** 5671** 0.830 0.000
1996 525 0.837** 6.137** 0.773 0.825** 8.095** 0.782 -0.009
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K4 HRERERAFIRICEDHBATR
BHEECEARUNEETN 2 1 MV;= dort 61 BV,+ 62,A2,+ &,

S HeE
Year N BV A2 AdjR® BV A2 Adj.R* A Adj R®
1984 209 0.246 18303** 0.550 0.563 20.259** 0.546 0.004
1985 223 0.793* 11.245* 0428 0.800* 15477* 0478 -0.050
1986 238 1623** 7.536 0.551 1.382** 13.727* 0.609 -0.058
1987 259 0.937** 9.773** 0.431 1116** 10.729** 0.448 -0.017
1988 327 2084** 4518 0.589 2083** 10.686** 0.628 -0.039
1989 380 1.330** 3.549 0474 1.344** 6.196* 0497 -0.023
1990 408 1.847** 8558 0.585 1.649** 16.305** 0.661 -0.076
1991 425 1.123** 12,064 ** 0.721 1.051** 16.330** 0.758 -0.037
1992 441 0.884** 7.329%* 0.757 0.815** 10515** 0.768 -0.010
1993 455 1.026** 5.666* * 0.726 1.009** 7.750** 0.736 -0.010
1994 459 1411%** 5453** 0.755 1403** 7.793** 0.769 -0.014
1995 521 1.037** 5.222** 0.800 1.031** 7500%* 0.798 0.002
1996 525 1.068** 7734%* 0.745 1.030** 11.433** 0.753 -0.008
1997 538 0.899** 10.001** 0.773 0.676** 15.310** 0.750 0.023
1998 548 0.773** 9.524** 0.745 0.722** 11.437** 0.686 0.059
1999 542 1.003** 9.757** 0.662 1.042** 10.898** 0.615 0.047
2000 575 1.121** 8.383** 0.502 1.264** 8.443** 0.456 0.046
Panel 7073 0925** 9.642** 0.548 0.885** 12.754** 0.549 -0.001

BIZOWT (HHBZID L)) ARSI,
BRI D197 2 BT EAHERES,»S
HUBHRNEORELICETAERE (AF%
2)] BARRIhI L, EEMEHERHEZK
LEVEANERMCLCELBIC—8T 5.,20% 0,
A adi RS —RAHIMERZ R L TWE I &5
DFARND X 9T, HIEOEARLEMEA 2R
B L2MThh, EEMEEROMN N 2SI H%
FBIZEBL IV 00, ZNFERICELK
CHEEBRSEABRICH > TR ERIFE L &
S 7zDIIR17ELE THEFETHAZ Db S
HRELoT
KAUIBMBECEAROHRET N 2 DR %L
RLTWD, FEHEREREAIEE HV e TN
Th, EHEROFEASSEAERE LB - 7220
1997 HEDIETH Y. HhE3. M1 LFAKED
MERE o7 LA L, HETSHITERS L BE
B4 DadjRTH Y. b3 221991 F O HEEFHR
CHF AR PRI RIS £ T N OB A% Lel » 7=

_26_

DERIE, R0 OB T T TEEFROHNA
BHEEHE-TWS, 72, £3. 4DNELVTDH
MRTHE TS L, ERETREEAREFVOHR
BJIA30600 TH 2 DI LT, FrFIERIERR
FIREF N TIZ0548 £ 0052 A ¥ L DEND 5
A BARTIIETED0611. $EAT0549 & 0062 K
AV FPDEBPEL TS, 2F ), WETLTO
HPNBEEIHEABERTEI I REL Lo TWAB T
Ehbhr b, I TRPERERITARE (=85]
BAMIEE — KRR + BRHUHER) ERERRE (=
BLG I RURLFIZE — SPRURILE + BERIHHAC) 2B L 72
e, TOEBENBFTHL Z LIZRMN L, £
2T, FERERERREIAIZ O € TV SR I
WHBATH B T Ens, EABENZOHAS
BTo—REZBZOND, T/, FOETFNEE
(3 THREGRTIRICTRMEA LR A D
EABEDERE HROMNNEME TR T 2 E
HERZSTHEDHE LRV,

FIREFN I DOAadjRAZK 2 O X ) IZEERH



bHHEDAEE v JINUHBIC BT 3 EEBROKERER DL (LR - B

0.4
0.35
0.3
0.25
0.2
0.15 -
0.1
0.05 |

BERARERM

L * . ., >

Ll ) |

o L - TPV ) .’I‘
-0.05 1984 1986 1988
-0.1 L

1980 1982

=S

1994 1996 1998 2000
&

&2

DEBHFREVERE oY, BlEHCERR
URIEE TN LB, FIRET VAT O -2
THo I LD OHEEROREFMEIHE LT
b0 ¥F. B1OY - TH 51987 ITHIE
DR ICEERIFERIHL S [REHFWFIEICE
DT 4 A7 u—T v —HEICBT 5 BEFHRD
FEIZOWT (FEHE)] BPARIh, EHEY
BHROITIRVICOWTENZONA L LTHb
NTWb, 372 B2 -7 TH 51991413,
F4ED 3 A 1 H2 b @SR BHEOF MFEFAE
ANDOHARD T, B3O -7 HTH D 1994
FIRIFET ACERZERBES2S [EHED
PR U530 B B3 2 EEMEOFHI
DOFEHARLEE LOTIRWIPEREIN TV D,
FLC, FREETIV L TH 19974EIC A adj R* I3 8%
BEZRL TV,

FIREFN 2 OFRIZ, HETIIRL TRV

K5 HEOHSBHERORRIWES
SEHTEMAS EEARERE 0 A ADJ_Ri= 60+ 6,4+ &

MBETFIV1T (BERSZREREK DOERIIHES

PERFIREFL LIP@E-> TS, Ll &
MEHCEARCARETFTVTEE IR LI,
B RER R AT 2 2 fREE 7V 2 T,
i - B Eb oM THRET V]
EFTESHMAOERL7

F7z, LR ERRY ETHBIORT 20
PTForEA%x &R T 5,
A AD]_Ri= @+ 01+ &, (5)
A AD]_R} : #HTERD adj R? — BARTERD adjR’®
t:19844E% 1. 20008 % 17 . F5EHITHIO L
VAL ¢

CORRIZES TRL TV, Kb LHRARN
5L EDETFTNVTS 6,<0. 6,>0%RL,
LINIBARDOFI T A3 L] o T 72 REATR 4 I
EE L OEEMD. BFICAADJRI>02%Y

EFN N G 61

BEECEARTHEET V] 17 -0.083 0.007
(-7.358) (6.632)

BHECEAR BTN 2 17 0073 0.007
(-4.728) (4.628)

FZEEFN 1 16 -0.037 0.005
(-2.198) (3.175)

FIBEFN 2 16 0.039 0.005
(-2.119) (2.818)

A ADJ_R?: EEEHHRD adjR? ~ BAEERD adjR?
t:19844E% 1, 2000%% 17 &L 3B EHUTHIE L2ER

_927 -



OR(T+ X o0—YJv—HHEO® 2003F3[F Nod

HAEPENLHPNEE LOPHEZ 5.

4.2 EEERYTIVICKDER

AIE  COMRDS, EEERIISLTED LS 72
S %R PR RITREES 50 BEFREOEELE
RBTH VIV EBEROBN T3SV TV, &
ROFV AL 1/3Y Y I VICHE L THUMZ
BYBLITY. 22 TR, BEEHCEARUAR
EFNV1OERERIRL TV 5, X3 ASEHEE
DTFMY3F TN, HANFEMIIF L TAD
WD ORZRFEBOGERTH L, H3»HHEHE
BROE, 2F N EBEOBHREREDOH T D 2w
RETIZA adi R0 FLEBITLTHB Y, HE
DOHBINEN VD T LA BEEREMOHE
HAHmARN D, Thid, BEEFRICIIRLOL
o, BEOZH, K5 - HHEICE 2 228
PEDATNTBY, KAL UTHRIGICEVE

YINVTIEBESHPICTRNLYIT Y TN B ok
EHPBEN TV D, 1990ERFE T Tk RIED
2R Y TV ERRB AN S VCEBE L A
LTWwWaAs 1997EICZ CTHEENFHE %
WETLHEPFRETVEY, & e —
LT, EEROBBBEOKRE LYY TNVTH
197 P —FOTBH & Lo T T, EERE
BN ORI KRELEEL L L TV EO8E
ZOERE RS,
£6IXAadjRROBERYIHER L R 70, HH
TeREY > TG E L TIROHRERL T
b, TREV3Y VIV TE, 7R ard
R, FEBEZERTH L, ZRITHLT,
ERL/3B Y INTIE6,<0. 6,;>0 %KL Ex
EREOBHBANIHSHIIE T o TVAEIEREL
TWwb, 854, H5DERT Y IV TORRE
HET5 L, ,DMEIZEM1/39 2 T ApTF T

HNEFELTOLERVEZ 5. M2, Ef1/34% DEFNVTERD, HEFEICBVTA adjR? 25 A7
0.9 ¢
& 0.8
W 07t
K 8-2 e
& 04t - HiE
W 03 v oo TR
8 0.2°F
0.1
0 ettt e
—-0.1 1984 1986 1988 1990 1992 1994 1996 1998 2000
-0.2 ¢ F

B3 ERERTNM /32T BEBXRERE) ORRTIHS

0.9 ¢
g 0.8 |
< 0.7 |
B 06
& 05t
04l
5 0.3
B o2
01 B - - ‘ ‘ 4
0 v 1 l~l" - i)
-0.1 19&4 1986 1988 1990 1992 1994 1996 1998 2000
0.2t &

B4 HHEERLWT1/392TI BEBZRERY) ORBRIIHES

-28 -



bEEORE v VBTS2 EEERORMRENDORL (LR - BfY)

x6 EHFHWY L TIVICHITSHBADERRIERS

EHIEEEY 7V 0 AAD] Ri=6,+ 01t + &,

Thri1/3 kfr1/3
EF) N 6o R g0 g
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HBHECEARB L UFIRET N 2 17 -0.033 0.002 0052 0.007
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