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On the Attributes of Transitory Earnings
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Abstract @ This study is to explore the attributes of transitory earnings for
firms listed on TAIXE. The attributes under study include four aspects.
The first aspect is forecast irrelevance meaning that transitory earnings

could not forecast earnings for the next period. The second aspect 1
rce. Thir to the fact that

no

its accountmg mfonnatlon This study examines the attributes of tran31tory

earnings through the testing of coefficients such as the linear information
model and the valuation model.

This study has taken the listed companies in Taiwan as examples and
set the research period to be from the 1981 to 2003. The research results
show as follows:
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1. Transitory earnings could justify forecast irrelevance, which means
when giving the information of persistent earnings, transitory
earnings could not forecast the earnings for the next period.

2. Transitory earnings have no persistence.

3. In regard to value irrelevance, transitory earnings will have no value
relevance unless they have forecast relevance and persistence.

4. Transitory earnings cannot reflect the efforts of the management

authority.

Keywords : linear information model, accounting-based valuation model,

attributes of transitory earnings.
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