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7t BeFe Ayt & Jhdel AA tNE FEsA BHdsa 23, 43
ARAF] F8Ao] AEHog Fagd net FRAF ol Ao wiEe] G849
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wrh e, 25 JidES AR WA e duly g e F&A4L FHEA)7)
t Ao Yewt.

Healy et al.(2002)& A ATl &3t nl=3 1z A7y &9 sAAIALEY
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o g Ao Z7)u]-8 A 2] H(cash~expense method), I FA7H (full cost method) 2 42
7P (successful effort method)& E stz Qth olE Al 71X Wygel} mia} Halg o)/
AFAEn g AAH wolEe dBP9E BAG Au, AFEE J& Solg/ATAMY
weo] FAH gofged dg 4% 14%)0] UrR] 5 e A% ol /AT Eu e A
WHEFIIHEHEY 9%, IRUZPYE 10%)d bt we& Rem B Y} o)
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o olel te EA7} WaSTH oF Hsted AnE UYWA(YRIE LAY 0|49 ¥
AWSE TS ABIAA(VIE F7HP)Z fAs 4 (3) ThA 28 g 2ok

P. = a, + Tk a YR + 22 BViq + a3 CEt + a4 NEG_RE: + as k + & (4)
o, P 413 392 F71, YRe= 8% #B2A71 kidol 43514 1, I3A 9fod 0,
BV t1d9 #A FRexpal, CEE tdx A4 Fae0ld, wE3 F3eod(REYd 15
3 EEANY A2()E Mg FA, NEG_REx REZE S(-)01" RE, 237 29 0,
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2ol BANE FHBL 2R TS
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OELE} 239 o452 YedE HuEFGE FIALY AEH 4R FE Y @)
S 2T Gge AANE FPu
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+as Gi-h+ & 6)
L GE tdE ek} ol g A& A F(a)7k tAE v 8 YA HA o)t weh 2l 1, ZF A
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WEel dgATolA el A4RT Aok £ THAFA Frix ARAR 187 %EA He
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4 F 0EFjod2|loZ2 oD ioF e g
=534 8 1 1 8 8 1
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AEAerRAFd sy 7 4 3 4 3
EARAEFAY 23 38 33 28 32 29
4wl g, AHEAA Y 6 12 8 10 9 9
surel &4 44l 2 2 1 3 1 3
FAEERo| T E ¢ 1 8 5 4 5 4
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ABSTRACT

Accounting Methods for Intangible Expenditures, Earnings

Persistence and Equity Valuation

Jeon, Sung-il*

This study examines value relevance of intangible expenditures. Whether a particular

accounting method for intangible expenditures is more useful than another depends on
future revenue generability and/or adequacy of matching between revenues and
expenses. We first compare two persistence metrics between earnings based on
capitalizing intangible expenditures and earnings based on expensing such expenditures.
Specifically, it Is hypothesized that the pricing multiples on intangible expenditures are
greater for firms whose caitalized carnings are more persistent than their reported
earnings than for those whose caitalized earnings are not more persistent than their
reported earmnings (as intangible expenditures are expensed).
Empirical analysis is performed for 216 non-banking firms (1,287 firm-vears) listed on
Korean Stock Exchange with December fiscal year-end over 1992-2000. Empirical
findings support the expectation: i.e., the pricing multiples on intangible expenditures are
greater for firms whose capitalized earnings are more persistent than their expensed
eamings than for firms whose capitalized earnings are not more persistent than their
expensed earnings. This suggests that the role of earnings persistence be taken into
consideration when we evaluae value relevance of intangible expenditures.

Keyword @ Abnormal earnings, Advertising expenditures, Intangible expenditures,
Research and development expenditures, Value relevance.

* Department of Management, Sungkyunkwan University
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