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Product Warranty Provision and Value-relevance

Kuei-Hui Cheng”™  Hsin -Yi Huang™

Abstract: This study investigates the market valuation of product warranty provision
under IAS 37 “Provisions, Contingent Liabilities and Contingent Assets”, which has been
adopted by Taiwan publicly traded companies since 2013. Drawing on data from
Taiwan-listed and over-the-counter companies during the period from first quarter of
2013 to second quarter of 2014, we examine whether the capital market interprets
differently between warranty provisions and other liabilities. After controlling for product
quality, we find that product warranty provision and other liabilities have different
impacts on the market value Furthermore, our evidence indicates that long-term product
warranty provisions have a significantly positive relationship with market value, relative
to short-term product warranty provisions. The results of this study imply that investors
are capable of distinguishing different natures of warranty provision and other liabilities,
and recognize warranty provision as information signals for product quality in the
long-term warranty provisions.
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CASFEFEFEF2Z AL fF (OWLB) 2 T2 5 0444 ¥ =i 0.452 >
o 'F'*%’%"’t’ﬂ BER LR ARFHRLGEEEE - AT A Ay
0006 % Hii fFz 13% - L8245 FFH (TERM=1) 2 v* F ik 284k & 2
28.4% > 43T = = o
%K 6 0 A &S S (Quality) ToE (¢ =#) 2 0.997 (1.000) -

HAELE L 0008 R g é_r‘%ii\’%\ FMOERIAFLEZ ~ o FTAFMF (ROA) 2 T
33 (¢ =%) 5 0.028(0.021) > &) & (B * &) -0.607(0.276) - = & - (SIZE)
2 TiaE (¢ =#k) 5 15.699 (15.404) » H gricse A * < » @ + 3 & (AGE)
2 TiaE (¢ =#k) 5 2.168(2.485)  HapscamE A & s mg ek (RD) 2 L5
B(P =#k)5 0.045(0.025) H fpfcAz A Ay * P R R 22 M oI &I E(CFO)
el afe L 0.027 &7 iz 0021 LEEd 2 % o A RIS ML {1F
(GROSS) ehsais 5 0217 82 @ iz 0198 LIE¢ 3 + - FdA i BT 5o

22 AEIASRALFEL LA R

Hiz:+=
EE Y ij FAN I REL BLE Yl RAE
O 6 0.46 5513.0 1,140.5 4,314.0 5,535.0 7,408.0
T s 126 9.62 54,106.8 113,492.3 1720 21,9405 880,217.0
TR 24 1.83 55,794.1 49,001.4 2,780.0 51,920.5  115,546.0
(- 4 52 3.97 46,704.4 98,559.8 53.0 16,6775  349,224.0
i 48 34 2.60 231,764.2 317,591.6 7820 12,777.0 763,477.0
A, 20 1.53 923,825.6 836,803.3 137,806.0 641,078.5 2,289,863.0
®+ 887 67.71 204,940.5 964,690.2 40 14,741.0 11,500,000.0
¥ iE 129 9.85 65,4949 133,701.6 1,146.0 13,938.0 835,853.0
Sl 6 0.46 182,872.3 10,678.4 170,630.0 181,573.0 197,470.0
PE S 0.38 63,748.6 54,705.7 3,501.0 80,000.0 115,380.0
L 3 0.23 14547 673.0 697.0 1,684.0 1,983.0
His 18 1.37 93,121.3 105,056.1 11,5640 31,343.0 265,278.0
## 1310 100.00 175,803.3 811,946.5 40  15,654.0 11,500,000.0
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23 ASFRHLFEFAFETM L REA I NPT
L3S Tiofpe HBEL ) B 2548k ¢ ik T5A#c RAE

MV 0.932 0.808 0.083 0.466 0.700 1.114 8.207
WARR 0.006 0.008 0.000 0.001 0.004 0.008 0.066
OWLB 0.444 0.162 0.028 0.333 0.452 0.557 0.933
TERM 0.284 0451  0.000  0.000 0.000 1.000  1.000
WARR*TERM  0.002 0.005 0.000 0.000 0.000 0.000 0.057
Quality 0.997 0.008 0.915 1.000 1.000 1.000 1.000
ROA 0.028 0.059 -0.607 0.004 0.021 0.050 0.276
SIZE 15.699 1.655 12.264 14.539 15404  16.686 21.561
AGE 2.168 0.938 0.000 1.792 2.485 2.773 3.970
RD 0.045 0.060 0.000 0.007 0.025 0.058 0.437
CFO 0.027 0.072 -0.343  -0.010 0.021 0.065 0.352
GROSS 0.217 0.143 -0.423 0.115 0.198 0.306 0.770

RGP D MV=T F;i s (CRRRAE Ah 3 Rk de) [ F A 5 WARR=A 5% F § i
f# » A S EEELFIAE G OWLB= irrf,i,,r,.wjgi FHEEzHEL f G T (R F-ASFEALF)
I3 4 % TERM=i% 54 ‘QL)"%&%& L2 A FFHP TERM=1> 28 & % % FHB| TERM=0 ;
WARR*TERM=# & % %] f F % 4 &2 % B4 *I2 2 %38 5 Quality=4 &2 5 > W (& pjer- (447
RETw H Fer ) ) I8 F o i ROASFASRME » Tfms 2 IAFA  SIZE=2 P48 T4 F
ABp R AGE— P %‘%ﬁ“’ » R f‘%&"’ﬁ’\ﬁl R¥B  RD=FHE W 5 TR HFEREE Y /H
Jor Z3E s CRO=% p ¥ 82 mginE > TR FERETE/LFT A I GROSS=4 § = 4 r&,npﬁ%a
FUGF BT~ =3 -

AR MRS AT

F 4 9¢ #7572 4p B hBch Pearson 4B HplS 3 ST 2 APMAER Z S B
Fru SRR ML A AT > 0 ] L R R R LT 5 G % AL AL - R A
43 BF A (MV) 22 5 EFf FEF (WARR) T T 4phf » é%%*ﬁ:ﬁ
FAFP S (ROA)~## x (RD)~m4&mE (CFO) % # { = fI% (GROSS)
TREFIARM A 2 A F8L S (Quality) T Ap M A E R FRE D EF A (MV)
*kf&%iﬂﬁmﬁﬁafwéw(wwm i%%éﬁw:ﬂﬁ\*%ﬁ
(SIZE) - ﬂﬁﬁm(Nﬁ)B?¥¥éw%° AFEEE RS A SRR
(Quality) & fAph » ZHF k&> * T [ g mwiﬂéw-gﬁﬁz'4ﬁ’

Fﬁﬁwi(mm)wwwﬂﬁé0%8¢&f AR o 2T H B AR T 2
wwmﬁg@¢05uﬁ’ﬁﬁfﬁﬁﬂﬁl%im%iﬁ%°ﬁﬁ’*Fi”@
- KR P BB VIF & 97 $8cz VIF &% 24286 100 &7 & S3F£ Mmp
AL B E e

}§

\_n



4 4 T2 Pearson ik

MV WARR OWLB TERM TERM*WARR Quality ROA SIZE AGE RD CFO
WARR 0.04
0.14
OWLB 0397 0.03
0.00 0.28
TERM 0107 -006" 0327
0.00 0.04 0.00
TERM*WARR  0.03 0397 0147 0537
0.36 0.00 0.00 0.00
Quality 003 -0.06" -0.01 0.02 -0.02
0.33 0.03 0.67 0.58 0.52
ROA 038" 0077 -0147 o001 0.05" 0.04
0.00 0.01 0.00 0.67 0.07 0.20
SIZE -0.28"" -0.03 0457 0127 0.02 0.01 0.04
0.00 0.34 0.00 0.00 0.41 0.92 0.15
AGE 018" 0.01 0127 0.09™ 0.05" 006" -0.06"  0.387
0.00 0.98 0.00 0.00 0.05 0.04 0.0 0.00
RD 0257 -0.04 044" 0297 0167 -0.06" -017 -03277 0127
0.00 0.17 0.00 0.00 0.00 0.04 0.00 0.00 0.00
CFO 0157 0.04 -0.08"" -0.107" -0.05~ 005" 045 0.06 -0077  -0.04
0.00 0.12 0.00 0.00 0.09 0.06 0.00 0.04 0.01 0.19
GROSS 0457 0.01 -0.327"  0.03 -0.03 -0.04 047 0227 02077 0297 016
0.00 0.94 0.00 0.26 0.31 0.14 0.00 0.00 0.00 0.00 0.00
L1 a Gl TR P o RHEEMFELA 3.
2. :p<0.01; :p<0.05; :p<0.1-
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N
FOFFEALFERLFREFEFETHPELFESS A ST AR
-5 (Quality) < $ 8 - A& FALFHEA (WARR) 223 5720 (MV) &
?f Mo i (i) % 0430(0.240) A EF AV E2 ¢ 7 ASEFE GE
% (OWLB)> %#c%-0.758 >t £ 5-4.480 TR % f 4nh > RiE- H ik
ﬁx’?l ARMEFLE i2- HirdASST (Quality) 2 5 FHE G
B G Eriphl (%#=0746 1t ©=0420)> & @ EFAVET S 7 ALK
FEFEEL AL R h#ki-07450t B 4420 CEEF LM 0 v EH
FRAM -y v REF LM > > - F2 & e A AP o R R G B Tl
& € 0 F ©E=0.72 > p ©=0.396 - %,LIFL%FT:; ZR A7 HL R EEIRS L5 41
r'r'r'r'?ﬁ-fﬁv » A RE R lﬁ}lf’ff'é\? 1%\ B ek i > B2 H s lﬁ’fraé‘jl’ﬁ N
SR B E 3 AR 0 - 2 F - S f

325 ASEALAERAR MR REES
MV, =y, + "WARR; , + 7,OWLB; ; + y;Quality; , + y,ROA ; + ysSIZE;

j=12

+76AGE;, + 7,RD, + 75CFO, + 7,GROSS;, + B; > IND; + ZQ +

= m=1 (1)

Y B ik tiE piE % i tiE p &
_cons 1.6737"  6.670  0.000 -4.0927"  -1.720 0.085
WARR ? 0.430 0.240  0.813 0.746 0.420 0.676
OWLB - -0.758""  -4.480  0.000 -0.745""  -4.420 0.000
Quality + 5.704" 2.460 0.014
ROA + 4349 4.820  0.000 43007  4.760 0.000
SIZE ? -0.063""  -4.120  0.000 -0.0617"  -4.010 0.000
AGE ? -0.044"  -1.660  0.097 -0.045" -1.700 0.090
RD + 1.349" 1.700  0.090 1.358" 1.720 0.086
CFO + -0.203 -0.670  0.501 -0.182 -0.600 0.547
GROSS + 1.1957"  3.300  0.001 1.2207"  3.350 0.001
IND o a1 S
Q © il ¢ Bl
Tests
WARR= OWLB F=0.44 0506 F=0.72 0.396
F e 22.94 22.66
(p i) (0.000) (0.000)
Adjusted R 0.382 0.385

LR 350 4 3

2.7 p<0.01; 7 p<0.05; " p<0.1 -
AW g rVIF % 4 1.86 2 1.09 -
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FHREFHT  ASFAL GEFEEL A7 FHE2BEL A
-5t ARFRHEREFZEIHFOIPREZHBRIB > ¥ - 5§ 0 Aok

Landsman (1986); Barth (1991); Espahbodi et al. (1991); Petroni (1992); Barth et al.
(1994)2 FRIKEF FARBREFEOIVET L APM - L2 BERFT A7+

%ﬁ&@ﬂéwﬁﬁﬁﬂ PRSP BB S FRFLLE
FEE 2R 9EFASEED R - RIS RFIASZFRAYPF 00— &
ro(12 B8 ) SO AR ERAYEE 2 ARERAF 2 ANT £ B2 RERHR

i+ - Boulding et al. (1993) 2 Kelley (1988)2 # 1 4p M AE £ 4P 7 A & iR F 2 B 'L

A &S AR T 2ic § & o Cohenetal. (2011)2 7 3 R FAYF 2 L& A&
FHEZPBFERE RT3 HFLR - T B 2MRAREZAESLTA ZEF
WREN- E2 AFFHFFADREY » o0~ V8 il T2~ e
BN E BT BT BT RN A AL RRADREY L RREEK
(TERM) #E A S FFH2Z £ ~&®> LH2 2 ZFFHR TERM=1> & & 5 % 7P|
TERM=0 - #ip] B3 H2 -

To@E%x7 4 60 22 627 AR »ARST2TE ASFHEF
B (WARR) 2% B A & fApM » fhdlc (tiE) 5-1.742(-0.770) - R &g ¥k
FiadEp ARt e g ALFRALGEGLHE {{ (OWLB) - ik -0.760 -
t B5-4480 R F LAY - PP ED 2 A KFFF 0 A&SEARE (TERM) $#
HEFAE AR 0 #c (tE) 5 0.113(0.500) > AERFRE BT ER %T\IE
(WARR*TERM ) Hez# @ F A v R AgF o 4phf > ol (t &) 5 0.089 (2.255) o
FRami rv""fr]i FRE 25 LB ERFEL DD PR ED RFHL O jL
PRELRALFHE - RYFRAT R ALFERLGEFZR 27 59
2 W’?~F€l§-°

“ﬁfﬂ*'gr‘:{"r‘:{"?i‘?‘%&’ fér‘%lﬁ"ﬂé FREFED EFTAVEREAPY
(#=-1427 -t ©=-0640)> a3 BEF A" 8237 FASEHL FHEF2LHAB §
Fo GBc:-07460t BE-44200 TREEF LM o T ﬁ%@r‘*;—%z7 i (F
= 1960 p ©=0.000)" THREFLE - pRIEH 2 A FFFH 0 A& FHRE

(TERM) #473 EF A 5 2 4ph » e (1) 5 0.355 (1.910) » iE 10%2 & % -k
LI N #E' ARFAZHUGE > AEETHRT 2 22029 fid 3
it (Kelley, 1988; Boulding et al., 1993 ) - ;]-} 2%k (WARR*TERM) m 7 » &3 &
FTAVEREFIAME > Gl (tiE) 50089 (2270) H2 BEF L4 - @ & F4&
2% (Quality) 7 BEF A 2 B8 GEEFAM (H#ks 5705 t=2.450) -
PRESEET CASTFRLFEFRT »é_p‘%ﬂfaé . T.ﬁﬁéi‘é P E R
P Z AR AR FRREE ST FEL e ﬁﬂfpfﬁg,qr;
AT B H2 e T B i A W:S—r’]ﬁ‘
#woORERFTASEFRIELY -

=g

7‘"\ EH
(\
For
e
E
(m\ﬂ-
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26 ASFRAIARAAFECHEIRARSS L Y AEFRAEFZVR
MV, = xo + tWARR;; + x,OWLB, , + xsTERM,, + y,WARR;, *TERM; , +
xsQuality; + ¥sROA  + ;SIZE; + 3 AGE;; + 7oRD; ; + 7,,CFO; ¢

j=12 m=4

+ 71,GROSS,  + Z IND; +v,, > Qp + 0y,
= ml (2)
TV s te pm  mEk te pw
R
_cons 1.483""  7.610 0.000 -4.216""  -1.800 0.072
WARR ? -1.742 -0.770 0.443  -1.427 -0.640 0.522
OWLB - -0.7607" -4.480 0.000 -0.746""  -4.420 0.000
TERM + 0.113 0.500 0.615  0.355 1.910 0.056
WARR*TERM ? 8902”7  2.250 0.025  8.904™ 2.270 0.023
Quality + 5.705" 2.450 0.015
ROA ? 430177 4.750 0.000 42527  4.690 0.000
SIZE ?  -0.062"" -4.060 0.000 -0.0607"  -3.950 0.000
AGE + -0.045°  -1.680 0.094  -0.045 -1.710 0.087
RD +  1.336 1.670 0.094  1.345 1.700 0.090
CFO +  .0.186 -0.620 0535 -0.165 -0.550 0.583
GROSS + 121177 3.320 0.001 1236  3.370 0.001
IND e peib |
Q o 1 ©
Tests
WARR=OWLB F=0.19 0661  F=0.10 0.756
Fig 22.57 22.45
(p &) (0.000) (0.000)
Adjusted R? 0.383 0.386

1 %g‘:p’wm % FL % 3
7 p<o. 01 “p<0.05; “:p<0.1 -
3.ﬁ1i"§%&iﬁ’ﬁﬂVlF #4186 % 110 2 7 o

T o~ EC AR

i~ BH A K FEFHZHPT 0 A7 2 Cohenetal. (2011)3 23 R L A
FEFZA SRR GEAESI R EIEFIAAMZPE R FHS 7 > Cohen et
al. (2012 FHFRASFHAE FEAHIIRETHF vl > 7 TE ST

PREEEF LG oA AET S EFA S FIREL RS S (2 6) frd R
ASEEL GEFED EFA T fAPM (A8=-0014 tE=-0640) & A ZHF
R T FIH B ETM L TR RET TR 0 Ft AT 7 *  Cohenetal.

(2011)2 H3% » B R 2P i R FIE R R EE RN T
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Rpd T2 7RG HT 0 A SSFT2FRIELET > 2 0E & ,
FREFHFORLG R ApY o Tl (1) 5 2418(0.950) » e AEAEF KE > H
FEME LY R A ApM > Tl (t &) 5-0.008 (-0.070) 0 » AEEFRE o T
- F2 il (FE=088 piE=0348) A ZHFLE - fpfot et 2
Lﬂ,&wﬁﬂm_(ﬁRMﬁﬁﬂ" W E & ApH o % ge(t )5 10.651 (1.560)°
i ﬁ%«ﬁoﬁﬁu%ﬁ(wmmﬂmM)ﬁf’ﬂ54”%¢ REEIPM
e (tE) 5 5.913(2.430) - 22 Cohenetal. (2011)2. # B3 fF o ¥ it 3 £ B 2

Iiﬂ

*—wmém
|
F
S

JaFli & & 45 % — > Cohen etal (2011)17 & 5% B8 *282 2 (R SR 5 F2 41 A &
EH oA FIRZREWELIIFOP LA EAEYUE ST L P E
FLRY O ABEASRISFFLASET > TRAFFVFFRFRAFEG R &
FoRad2 9@%%2 48 5 PR ARAP T B EAL GFEFZFTR
REAERAHLMBTRA DHET AR E 0 F R T AL TRE o B A
FRUlA S RFE FRFZBALT A AL A RS .

AMA T A HNUD EFAVAEERY ERFELTRE D FAASERAY
MEBEAELT > ALEAL GG TFNEE > B3 405 A DERE
(robustness) o E gk > A FRFHH UL ~ @2 A SFF L FEE HFORY B2

A 7
PPLGLLAE A ARFRAY L E » TRIIZASEF > BETRE T2 00E

T

o

e

L RRAEE

2012 () md o LB ASFARRLEL DB P OMBEL Y o F
AhBASFEARBTR > LT AEPINT AL ASFAR Y HASFAL G
B on e FRARPIP ASFAF T TAEAFEIASFER Y AL

&y

l-ﬁ'—"]ﬁlp}lﬁ gbﬂ’Eil)@l‘}%w‘_ﬁfé él/?;:
ToRFIRETFFASFHARRLZ LS
R e A LR

g

RS RIREE AP o KA 0 AT IFRS
T HA SRR FERERIR TR
B RS R AR 2 ¢ e o

RAESFALREAFENFALFEOEE T > F LB 3780 > A
SR e B R B b R é%iﬁ%*ﬁ%k%rw e R
%* FLMBEVENFIERHEL - c AEEASLEAL YR h¥ 2 P

ASEELFER ARV EARLY > LAASRAYF BFLES » KT F 4
@ﬁggiqgwﬁﬁAm%% faer i o S EEMILZRAL - B8 ﬁr?
BPHEF R AR RS RGP ERTE AT AR A SRR R R

%‘r,g]\ & Fi«%\o
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17 ASAALAERAFENMELTRES

PRICE; , = a, + aWARRs; , +a,0WLBs; , +a;Quality; . +a,EPS; | +a;SIZE;

+3,AGE;; + a;RD; ; +a,CFOs; , + agGrowth; ; + o;,BV,, + B; Jz:lzl ND;
m=4 -
+ap, ;Qm + & 3)
sk te pe A& te  pi
i+ 5L

_cons 2.579 0220 0.825 -18.245  -1.790 0.073
WARRSs ?  0.853 0350  0.725 0.981 0.400 0.687
OWLBs - -0.087 0850  0.395  -0.087  -0.860 0.392
TERM +  6.788 0980  0.328 14569  2.220 0.026
WARRS*TERM  ?  22530™" 4170  0.000 22.638"" 4.170 0.000
Quality + 1.848°  1.870 0.062
EPS + 84897 11960  0.000 8.4717" 11.930 0.000
SIZE ?  -1.108 -1.310 0.191  -0.950  -1.100 0.270
AGE ?  -3.932""  -4450  0.000 -4.038™"  -4.550 0.000
RD + 50907 3590  0.000 5.144™  3.660 0.000
CFOs + -0.010 -0.020  0.981 -0.005  -0.010 0.991
Growth + 0001 -1.760  0.079 0.001"° -1.670 0.094
BV + 1112 9.050  0.000 1.098™  8.860 0.000
IND © ©
Q © il ¢
Tests
WARR=OWLB F=0.15 0.702 F=0.19 0.665
F e 32.71 32.08
(p &) (0.000) (0.000)
Adjusted R? 0.675 0.675

1% 8P @ Price=% %L > WARRs=# %2 & &% 7§ F & & ; OWLBs=% H,tia‘rr,lrt A FEFE G

fR2Bu f i TERM=% R 2 ni ¥k L P2 25 FAR TERM=1- & & & & 7R
TERM=0 ; WARR*TERM=4 5% F f § & i &2 -5 *22. 2 77 5 Quality=4 &4 5 ; ROA=F A %
35 SIZE=2 @ 40 AGE=1 1% & *; RD=#"4 - & ; CFOs=% %2 % p ¥ 82 M4 n ¥ > Growth=
Hled £ F BYV=FLE{E o

2.7 p<0.01; ™ p<0.05; “: p<0.1 -

fER F 2 B eh VIF 3213t 2o



A 5 énij.%vak’l%lpl|rl’a§f'} 109

Fpt > AT REAF I P HE P 2013 F % - 3 2014 £ 5 - T2 & 5T
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e Aokl M RRBEET  ARHASETT 0 ASRAS
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34
e EHE s 2008 ﬁv\ﬁ FABLELT 2 W 4TS 5 AR R
SHTATS £ w gvﬁﬁ’ $ 47 % : 89-121 -

Eirde s A EEMERE 2012 P A REB S TEREAL 0 F R0 % 13
¥ % 24 :161-194 -

FiRELMES 01 ERFTALAFLRGRFE MFBUG R LT
FAEEBE > ¥ 21 5% 24 1 219-264 -

Z ¥%43,2011- % .ga‘gw%wﬂﬁi%’”? PRy iy ragm i s my —
A SEE R 'F' F ) gp s, % 524 1 1-34 -

i 2 BaEi-Em ,,(l 12013 FREP R - 2 AP E Y BT
ER R IR Sk Aok Ok U 335“1;*—!)4-49—800

£ R RERyla 20060 A FE A NEF AR D PR EiE ¥
A EHHmIT P L E RIS % 1385 % 38 1 617-643 -

EAB B EE R R 2004 BB BT KL EL AR F

WEIR %215 % 248 1 175-197 -

ﬁ\q@@,mm’Aw AR RSB E R HAR ST R 3

= 0 % 58 # 1 1-37 -
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