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Assets Impairment and Systematic Risk

Weitzu Chen” Li-Peng Hsiao™

Abstract: Taiwan’s Statement of Financial Accounting Standards (TSFAS) No. 35,
Accounting for Impairment of Assets, prescribes accounting for changes in value of
long-lived assets on a nonrecurring basis, thus, reflecting value relevance of changes in
value estimates at recoverable amounts. However, measurement bias arising from value
estimates reduces information reliability. This study examines listed firms over the period
from 2005 to 2011 in order to determine whether trade-offs between the relevance and
reliability of value information over long-lived assets affect changes in a firm’s
systematic risk during the TSFAS No. 35 regime. Empirical results indicate the following:
(1) There is a greater difference in systematic risk in cases with asset impairment than in
cases without impairment. (2) After controlling for impairment losses, systematic risk
with loss reversals exceeds that of cases without impairment. Similar results are found in
the amount of loss reversals. (3) After controlling for the impairment of tangible assets,
systematic risk associated with impairment in intangible assets does not differ from cases
without such impairment. Similar results are found in the amount of impairment to
intangible assets.
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Ampw%ﬁa%§WW%uﬁgﬂ%@w@?ﬁ%#’%%aﬁa&%ﬁ
TAG  RFFHERRREG St T E R A LRIEE A 2 5
PUBERIIRFIG A ($hF 3L E 402006 M ~ ¥ Z FE BE B
2006 ; # £ b ~ g 4> 22 dF ik 4 > 2006 ; Chao, 2006; Hsieh and Wu, 2005) » &5 >
B 3 R AR 2 P s I (FH e £ 3 220095 e £ e ¥ ’2007)
£ 1% 3 %32 (Duh, Lee, and Lin, 2009) & 3% o d > Qv}fku SEFREZ T A
WAL PRERRPEEELF P HE2ZFE B ARG 35 LR H - O4FR
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A 7 A2 0.4658% 5 FAF4E 4 & 0.6912% - s # {5 2 0.3360% 7 25 F A F4E 9 &
0.0756% > & 75 % A 4 5 0.2140% o M pdp £ chE R A B LS &L E TR £
FFHFZRFT AT 03150% - A FEAF P > k¥ 23380%5 7 > HA Z B IE R
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TOTAL, = a, + & RET, +a,AOCF, +a,ASALE; +a,MTB;, +a;SIZE;

+a5LEV, +a,BETA; + &,
BETA, =b, +b,IMP, +b,SIZE;, +b,LEV,, +b,PRICE; + b;PROFIT;,

+bgLBETA, , + iak ID, +e, )
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2,

TOTALy = % ifSd%t& 33 R4
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AOCF = FIFOPStELYERENESL S
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MTB = FipefEtERZ BEHER §ES

SIZE; = FIFLPHLERTARFL p A

LEVi = FiFeFEtERZEFFTAN S

BETA; = ¥ iRe 7% tE2 B EE BETA (equity beta) 5 3 &4+ BETA
O FRP AP BT SR AR ONT SHRAE T R

IMPj; = EHR(RE)¥BFIFOIFtELTARE TS (&
EW) F A L (R EWNEFTARTIR) 26505

PRICE; = Fiped a? tE RS OLT

PROFITy = % ifS@%tEZf el FARETR

LBETAw: = % i %7 % t-1 #2385 BETA;

1D« = AFm#EEEK-

AR RN AR A A R T 22 (2SLS) TR -
o PRI R R T (TOTAL) 2 - AR Sk 20 & 33 g
FPaEp s (RET) 8 m &R S £ 5 (AOCF)~ 4 [ & £ 5 (ASALE) 3 &
FHEG @0t (MTB)~ 2 @ RHE(SIZE )~ f vt 5 (LEV) #2338 B & 52h & (BETA)
°= 3F fa (e £ % %> 2009; Duh etal., 2009; Francis, Hanna, and Vicent, 1996;
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AE/ER 2005 2006 2007 2008 2009 2010 2011 RAFZB(E3%) R LFHHRTA
kiR £ (01) 5 2 0 0 1 1 1 10 (1.6%) 0.2958%
& 51 % (02) 5 2 3 3 8 5 6 32 (5.0%) 0.2101%
a1 % (03) 5 5 5 5 2 5 2 29 (4.5%) 0.3863%
s £ (04) 19 15 8 6 4 5 7 64 (10.0%) 0.9966%
T (05) 6 4 7 8 6 5 5 41 (6.4%) 0.6650%
T ET A (06) 6 5 3 3 5 2 3 27 (4.2%) 0.4241%
LE A E (07) 4 2 4 3 3 2 1 19 (3.0%) 0.2554%
R (08) 2 0 0 0 0 0 0 2 (0.3%) 1.0565%
@M1 % (09) 2 0 4 0 1 2 0 9 (1.4%) 0.3229%
Wi % (10) 10 3 5 6 6 7 3 40 (6.2%) 0.3398%
Koy ¥ (10) 3 2 1 2 2 1 1 12 (1.9%) 0.4143%
S 1% (12) 2 2 2 2 2 2 13 (2.0%) 0.4647%
T31% (13) 35 41 31 30 24 18 13 192 (30.0%) 0.3258%
EHE i (14) 15 12 5 8 7 8 7 62 (9.7%) 0.5070%
U (15) 0 1 2 4 1 5 1 14 (2.2%) 0.6267%
Bk (16) 0 1 0 0 1 3 (0.4%) 2.3380%
TEEE (18) 3 1 2 2 3 3 18 (2.8%) 0.5186%
Hi (19) 11 13 6 4 6 7 7 54 (8.4%) 0.3952%
£t 133 113 87 87 80 78 63 641 (100%) -

AT R A RE S N BRI F S L APRE (2005 1 2011 £) FA AL 2P o d - EHR AN F (2005-2011 £) o B A X L 2,833
Bod/EmBE, B9 ¢ 3641 B2 P/EFFRREE -

480 E oy
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g r+ BETA : HAl % ¥ B4 5 T4 7 88472 %% (Hou and Moskowitz,
2005) > &= v p IS F AR (T BETA Bt od W SHEZE Y BETA 54 =
11,?:1% @i A BETA 27 > éi% ~ & * Riedl and Serafeim (2011)z& 3 2. Equity
BETAxamFag’(U'fﬁfﬁ; BETA & i seh ') o
sERBER 1 P Y ERPHEFT AP RILTHEH AR GEF BT A2
BANL) 2 IMP 78 35 5L @ %5 > R FE N S b a@ ERCEAE § -
Fhm AR Le
d A R EHCR Y BETA 3k SLh G I Hc ApM R BT S et Rk
& # b *& = (Hentschel and Kothari, 2001; Leuz and Verrecchia, 2000; Liu, Ryan,
and Tan, 2004; McAnally, 1996 ) » # oAl 44| S #c s = o 258 o U F AR B
REHEGEE DT R (SIZE) FRr 2RI oBNL Y T zﬁf—l‘%%ﬁw;
foo & ¥ b *& < (Leuz and Verrecchia, 2000) ; § i F A+ (LEV) 5 & £ M
AR DT o F ﬁ BoAERL%A ! % (Bushee and Noe, 2000; Cheng, Dhaliwal, and
Neamtiu, 2011) ;i3 A3 #FRd 3B EFT AT HFERAF D w M %o 2B G
iod Bo] §o# 2 "5 H = (tick size) #7i¢ & (Mohd, 2005; Roulstone, 2003) > #=F
ﬁﬁ@ﬂw~>ﬂ%&(PMCE)@m4ﬁJ:\ﬂ&ﬁﬁﬁéﬁ“ EF B
(PROFIT) ### (Chengetal.,2011); j%ts— #2 xsh % (LBETA) T4 k& A
iR el s st SRR EREIRIAAEEY PRE Al 74
ﬁé%&ﬁ%%°
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FFEEAE (IMP) ®a G4 2w @a $dc 83 S en @ g4 s>
5 walv‘ v R EIE (IMPRY) 2 kAR5 4
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He o,
IMP™ = gk (X 4%) 8 IO 7FtESRFH2TE (A4
FHEAFTARFETR) F5 128300
IMPE® = (& f%‘?)%ﬁx"“i?\ PEtELFREEE (A4
FHUEATARGETR) ¥ 1 28 200
AR *%mﬁamﬁ¥ﬁ&zk ﬁ%w EHEEREFHREILEFAES
ZREFIPLETIRARRDEFEFL o FHRHT AR R lﬁ%;,,i’—{@}f R G
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BETA, =C, + ¢ IMP™" +¢,IMP{™ + f (control variables) + 24, 3)
2o s
IMP™ = (AL RO FIROPHtELFUTARET 2 (&

Ji
£ ARIFTR) 5148500

IMPitlm = BE(ME)RBFIFOTFLEZ AT AREER (&
£ ARFTR) X321 48500
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- S ARFERFE AL TR

FO2WP R DT L BT SR o DR 10 AR b sk
% (BETA) (¢ £ 230pdf ~ @ @ {l5 2 R FA) HARF 2P X KApk > @ &
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22 REgToE R (BEET)

Mean SD Min Max tiE

Panel A: Without Impairment (n=2,192)

BETA 0.5551 0.2535 -0.0237 1.2691 -
SIZE 15.9013 1.2815 13.0932 19.8505 -
LIA 0.3694 0.1737 0.0300 0.8875 -
PRICE 20.1071  24.9728 0.0000  220.8500 -
PROFIT 0.0492 0.0770  -0.2490 0.3354 -
LBETA 0.5467 0.2485 -0.0163 1.2669 -

Panel B: IMP (n=641)

BETA 0.5544 0.2504  -0.0237 1.2691 -0.1
SIZE 16.0455 1.2871 13.0932 19.8505 2.5
LIA 0.4001 0.1720 0.0300 0.8875 3.9
PRICE 21.8561  33.5060 0.0000  220.8500 1.4
PROFIT 0.0293 0.0881  -0.2490 0.3354 -5.6
LBETA 0.5527 0.2526  -0.0163 1.2669 05

Panel C: IMP®® (n=143)

BETA 0.5619 0.2307 0.0261 1.0887 0.3
SIZE 15.8160 1.0991 13.7138 18.9686 -0.8
LIA 0.3918 0.1640 0.0692 0.8805 1.5
PRICE 25.5891  35.4947 0.0000  220.8500 2.5
PROFIT 0.0436 0.0701  -0.2490 0.3354 -0.9
LBETA 0.5407 0.2362 0.0162 1.2669 -0.3

Panel D:IMP™ (n=548)

BETA 0.5619 0.2574  -0.0237 1.2691 0.6
SIZE 16.0819 1.3963 13.0932 19.8505 2.9
LIA 0.3961 0.1735 0.0300 0.8875 3.2
PRICE 22.7232  33.0253 0.0000  220.8500 2.0
PROFIT 0.0318 0.0844  -0.2490 0.3354 -4.7
LBETA 0.5606 0.2500 -0.0163 1.2669 1.2

1. %4k BETA= i sth ' 5 SIZE=2 405 LEV={ i 774 3 PRICE='% i ; PROFIT=3% {14 1
EAF AR LBETASSE (5 - 8 % %ah % ©

2. 4o & ST IOW T o

3. LM HECT 8L B AR F R AR o



%3 4aM thdci

1) 2 ©)) 4) ®) (6) () C)) © (10) (11) 12)
O IMP (1) 1 0.426" 0.408~ -0.553" 0.4217 -0.151" 0.006 0.060° 0.073 -0.012 -0.082" 0.016
(2) IMPR (% ) 04267 1 0.238" 0.510" 0.988** 0.247° 0.012 -0.007 0.024 0.053" -0.002 -0.001
(3) IMP™(% #) 0.408" 0.238" 1 -0.1717 0.233** 0.044° 0.017 0.059° 0.050" 0.002 -0.077 0.029
(4) IMP (£%F) -0.3517 0.1817 -0.144" 1 0.514** 0377 0.014 -0.048" -0.051" 0.062" 0.091" -0.010
(5) IMP®™ (4£3F) 0.2237 05247 0.0707 0275 1 0.249” 0.011 -0.009 0.024 0.048° 0.002 -0.003
(6) IMP™(£%8) -0.153" 0.067 -0.097" 0.325  0.1197 1 0.021 -0.037° -0.035 0.081™ 0.014 0.000
(7) BETA -0.001 0.006 0.013 0.052” -0.019 0019 1 0.2577 -0578" 0.1217 0.167" 0.740”
(8) SIZE 0.047° -0.021 0.056~ 0.081" -0.044" 0.004 0.2437 1 0.103” 0.092” 0.2457 0.279"
(9) LEV 0.0747 0.020 0.056° -0.042° 0.036 -0.026 -0.601" 0.083" 1 -0.008 -0.244" -0.530"
(10) PRICE 0.027 0.043° 0.040° 0.042° 0.039° 0.041° 0.048” 0.082" 0.009 1 0.128" 0.079"
(11) PROFIT -0.104™ -0.003 -0.079” 0.213” -0.015 0.056" 0.185" 0.238" -0.266" 0.055" 1 0.088"™
(12) LBETA 0.010 -0.007 0.025 0.034 -0.051" -0.014 0749 0.264” -0.552” 0.053" 0.1007 1

CREEE CIMPREE R (45 IMPRY=w B E 2 (447); IMP"=g2,F AR E 2 (4% ) BETA= 5 5Lk ' 5 SIZE=2 P 47 LEV=§ # T 4
v PRICE="% % ; PROFIT:-;iﬂ% E A F AR 5 LBETA=E 16— k3R & o

. =7 5 Pearson - + } * % Spearman °

e A S R 1%2 5%z BEE ORI o

A%x & 097
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BERIEE g £ R AR G 5 BEER S (54315t=25) BMLEF L -
liz)é“#ﬁ-!?%?% [E2 :a&p—mg% ’ rF»e}uZ AEFBLE
FraleEcs 5o AR T 22§04 2 LEV (1607 t=3.1)2r BETA 5 f =+ B 55 >
LBETA (0.248 > t=1.3) 2 BETA I w 4p B 5 i df & 28457+ > SIZE (0.023 > t=8.9) -
PROFIT (0.065 > t= 1.6) % LBETA (0.487 > t= 30.5) £* BETA % 348 ¥ o B 5 » LEV
(-0.490 > t=-21.2)%2 PRICE (-0.000 » t=-1.5) p|2* BETA 7 fo 8 ¥ -k B chf v BE 5%

54 TARZEPASEH A RA GBI RIS AR

S —— R E 2 R £
% #c tie % #c tiE

Intercept ? 0.305 0.5 0.022 0.6
IMP I+ 5.4317 2.5 0.205 0.4
SIZE - -0.034 0.7 0.023™ 8.9
LEV + -1.607"" 3.1 04907 -21.2
PRICE - -0.000 0.1 -0.000" -1.5
PROFIT - 0.146 0.3 0.065™ 1.6
LBETA + 0.248" 1.3 0.487"" 30.5
LAMBDA ? -3.157" 2.5 -0.001 0.3
ID ? Included Included
n of obs. 2,833 2,833
Adjusted R? 0.643 0.641
F-value 224 57 212.34

1 %¥ce &k IMP=R4$# (4£%); SIZE=2 7 405 LEV=§ # F ; PRICE="% # ; PROFIT=
AR E AT AR LBETA=Zt5— #p s seh ' 5 ID=A %5 o
2. e ird L Rdct 5 White (1980) 3 s tiE -

*kk | kk ok

37T T ko id 1% 0 5% 0 10%2 B F K o
GPE S ETR IR WL T BEY SIFE-PE-F 4
OB EET RS AR LI REEFFEL TR S RNL T 53
CAI) 2 R E 2 A 2% (IMP) %4 5454 (IMPY®) e 415 (IMP™)
itk ko p ADREEALSFHFIR ST w218 o wEFE® (5543
t=25) % 2% (5529-t=26) Lfi?;c;':&}i,% SREERMFRE > BRI B 4EN
AF TR ENEFELLEFETERZ ARG EF M oA R AE
2 (5427 t=-25) 2 BETA LA 5 f 4pM > L 2 &7 EPBEL AT 2 F R o
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25 FTARFH IR G2ZBE @R a LR

RHE R BRI A

A TR % : t e % : t i
Intercept ? 0.301 0.4 0.013 0.3
IMPLos —I+ 54277 25 -0.423 -0.7
IMPReY —I+ 5.453" 2.5 5.529"" 2.6
SIZE - -0.034 0.7 0.024™" 9.0
LEV + -1.607"" 3.1 04917 -21.3
PRICE - -0.000 0.1 -0.000™ -1.6
PROFIT - 0.143 0.3 0.071" 1.7
LBETA + 0.247" 1.3 0.489™" 30.6
LAMBDA ? -3.159"" 2.5 -0.006 -1.2
ID ? Included Included
n of obs. 2,833 2,833
Adjusted R? 0.822 0.642
F-value 525.17 204.51

1 %82 & IMPY =R 2 2 (4£%) IMP™=w # 415 £ # (44%7); SIZE=2 2 L5 LEV=
f 7 A 1 PRICE=R i i PROFIT=i 1% 1t & 4= F & 337 LBETA=;?,“ fs— 4 kb 'k ID=A

E I
2. @ jFa4id & %t : White (1980) 4 A1 t i -
37T T sula it 1% 0 5% 0 10%2 A F K& o

(E)AFERHL BN AR % D BT AFFEARHF

TEFRHENZT AL EAFE T OV AR A A1) 2 R
T2 43 (IMP) B4 53 3 F A UMPWU|/£ﬂﬂ/Fﬁ (IMP'™) R 4p % i &
EIFTEZHAR) 26 LN GHEINEELIT TG T AR EELFER
GAh R E G REFR ARG (00200 t=21) F&iERD Vh’GiZﬁf FEE -2

RRTHEIHEFIR RETAF L EERELE N ARGE F H A iTr o
RAEE 2 éﬁuﬁ%*@%ﬁuaaﬁ ARG AR FC v g T 2 AL
FHRHAOFLEEEFEFAFERZ ARG IBN S FRETANG R ET A
A FUTAREELE SR ER ARG R 0 m BT AR Y
A AR AT AR LT

T R R
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26 FTARFHIARGZHF D RYFT AFIFTE AR

. R E FIE £

b TR % i : t e % : t i
Intercept ? 0.021 0.5 0.021 0.5
IMPTe" +/— 0.020™ 2.1 0.058 0.1
IMP™ +—- 0.002 0.2 0.774 0.9
SIZE - 0.023™ 8.8 0.023™ 8.9
LEV + -0.493™ -21.3 04897 -21.2
PRICE - -0.000" -1.4 -0.000" -1.5
PROFIT - 0.073” 1.8 0.066" 1.6
LBETA + 0.488™" 30.6 0.488™" 30.5
LAMBDA ? -0.010™ -1.9 -0.001 0.3
ID ? Included Included
n of obs. 2,833 2,833
Adjusted R? 0.642 0.642
F-value 204.40 203.86

L o#8ce & IMP™=1 ) F AR & (&%) IMP"=g )7
LEV=j § 7 &+ s PRICE=% s PROFIT=i% {1% 14 & 4= §F 4.
AFEY -

2. wFAdre &gt @5 White (1980) 3 F i tid -

3. wxk, xk % ol donid 1% 0 5% 0 10%2 B E K E

(= VAT &4 4 3 # o Hokp 4

T OHCRR SR R Y R & ﬂ/ﬁg‘#p“fm Sx P 29 IMACS
> FE v L A B E S IMPR (00460 t=2.1) AFEFL » > @ IMP™ &35 12 f1E 40
= (0076 t=30) BFitw > MA RS EIRTAE L EHe B F 2 AT
/F#E%*ﬁﬁ*rsmﬁc

(CEOMEES LA Rl Y F R R IE S S

ARFE R (&%) SIZE=2 2 440
RIS LBETA—*g.s;— # 5 sep % 5 ID=

e = Hxv

I BB EH LT A SR ILRE SWFEHN LG F U ERD P
FAZ S P S G o kv R - TR R RT A ERA

PR ok VIRNES Y| f#kf 5 300 350 FendlE o R EESFITAREFR (24
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(2)3 © plzs
Winsorize 1% &3 EniE % » BABFHEAPL > 2 HEAF - FEREFZ RS

BR o F RS e P Lo R o

57 R

¥ - PEE
, AT R EE AT & 3R
 ¥c TR AT R P
% #c tie % #c t e

Panel A: &7 1

IMP I+ 0.130 1.2 0.055"" 2.8

n of obs. 2,839 2,843

Adjusted R? 0.642 0.644

F-value 213.19 214.95

Panel B: &z 2

IMPhoss I+ 0.064 0.6 0.030 1.4

IMPReY I+ 1.923” 25 0.235" 3.7

n of obs. 2,839 2,843

Adjusted R? 0.643 0.645

F-value 205.19 207.30

Panel C: &7 3

IMPTe" I+ 0.130 1.1 0.046™ 2.1

IMP'™ I+ 0.133 0.5 0.076™" 3.0

n of obs. 2,839 2,843

Adjusted R 0.642 0.644

F-value 204.59 206.49

1o $¥c sk IMPERAEE & (£47) IMPOSSRIRI 2 B2 (4£47)5 IMPR® = @415 £ ¢ (447
IMP™=7 273 & B4f % (£47) 7 IMP™=& 2/ F A 4% & (£%7)°

2. wFAdid & Hct @5 White (1980) 3 5 s tid -
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