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Accruals and the Prediction of Future Cash Flows in Japan
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Summary

Accounting earnings, including accruals, are superior to cash flows as a measure of firm performance and
the role of accruals attracts considerable attention. Barth et al.(2001) especially analyze the relationship
between accounting numbers and future cash flows using two models, Aggregate Earnings and Cash
Flow and Accrual Components, and find that the latter model has more predictive ability for future cash
flows than the former. In this paper, forecast errors with the two models are examined, as an extension
study of Barth et al.. The results show forecast errors with Cash Flow and Accrual Components model are
smaller than ones with the Aggregate Earnings model in the time series analysis but no difference in the
cross section. Moreover, a naive forecasting model, using the corporate earnings, introduces the
smallest forecast errors in all models. These empirical results vary industry by industry since the

relations of future cash flows to accounting numbers are not equivalent across the industries, and hence
it is useful for forecasting cash flows to analyze the relations.
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HMOBEHEED TSN B, BFIZIE FITHRRz X
HCBHAAEOFUBRER, Fryvyya7u—
ZHWZETFV (NM2, TM2,. CM2) &8
WTWTFRBPIEL RoTWDE, ZDIENOEH
ELT, EFTNVEREOMRENEZ OND, Wikl
BB TIZCM 2 DEEIINM2 XY /A& %o
TWAD, ZOEETIIZHEERMO t oM
HHEFEIIE6.17 TAFHICEH V. LD tEOH
WEEIZERE BREBETHD. ThH0C
M2 DEEINM1 LY HKEWVAHANM 212H~
KELBEIN TS, BERFEIIOWTIIMEE
EWMO t HEOMMNETFHIRIEL, 70t
7 a VIEEIIBT HHAEROFTAES TR
B> TWh, TOHEFEEMIHTWT 5720,
NM1 :OFllEEDENE, (NM1-NM2)
LHBAERO t O E THS 5 BIGE S =
iTo72e (NM1-NM2) X&) Fry a7
O -FRloEMEERNEL, SEEEEmZ ED
FBAEHD t HIC L > TEFNEEDORIREERE
T ho HHAERIIRSITREINT WD,

(BT OEMAIT % RT)

EBE NM1 - NM2ZIEEmoMagEwno  Zotho

Et—Et-1® Et-Et-:0 R Adj-R? FAili

HEOME  EOMIHE  EORME  JEOMME MO A (%)
(+) (+) (+) (+) (+) (+)

HAHIER 0.104 0.558 0.079 0.039 -0.186 0433 0433  1564.481
=NM1-CM2 (1.34) (21.90) (6.78) (2.33) (-8.35) (0.000)
BRIERK 0.351 0.662 -0.028 -0.071 -0.403 0380 0380  1254.781
=NM1-TM2 (3.77) (14.02) (-1.23) (-1.37) (-5.44) (0.000)
HHIERK 0.004 -0.022 -0.054 0.002  0.002 7.549
=NM1-CM1 (0.08) (-0.74) (-2.35) (0.001)
HRIAR 0.166 -0.420 -0.551 0022 0.022 91.867
=NM1-TM1 (224 (-5.10) (-6.92) (0.000)
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9, NM1 & CM2D@ENZ5H LzERR
Tk (NM1-NM2) OFHIIETHY. NM
2 DIEEIVNEVIZECM 2 DFEZEIINEL o
TWw5, ZO/RKD t fEIX21.90T, FETH
%o THUENEREI & MENEERIO t EOREIE
ZNZh0.079. 0.039T. tfliZ6.78. 233L A
BEThb, L7ch o> T, THEhER I & ME&
EMORKIEETH ST EFRIBRERPEL,
suRts v a Y TREBHBRSETVEHET
AHZLR>EMTHAHZLEERL TS, LA L.
[ZDMD t ] IOV TIHRHMIZA T, t il
BWILBREIKEL ZoTWAS, RIZNM1 &
TM 2 DEWESH LAEREK TR, (NM1 -
NM2) ORBUIIETHETH 525 STHE)EH
e MENEEREMO t HIZFETIE RV, KRS
& BRAEFEE RS E TNV OHEEIZFRNART -
TwWaEiZWwiizne, Zhs 2 o0ER TR
ERBLE L, BEDEVD) LR 4 EHHB S
nhTwb, RED 24T, NM 1 EFIRET NV
(TM1&CM1) &oEwk 5 LzBRA T,
SR ERMD t i LICZEZT (B—Ea) &
(Be1 — Evz2) O t fEOMEIEIC L Y BREDENE
GHLTVD, L L, SHEROFTIIHREL
EERHC. FIRE TV OHEEDSRVITETFHIEE
BREVWEVIHERICR > TS, RERKDFE
FIENZENS, BRFITOZ70REs 3y
THRBETFNVOMENF ¥ v 27 u—FHllc
HRTH B EIZWVR WV,

4.4 25t IFHROFA
CHhETR1IEHF Yy Y27 0—DFHICD
WTHH L7ze ThEFRET S0, 22T
2HEHE ZERDF Y v V27U TV TR
BOMEITH W, F6 D LEERICIZ2ERE 3ER
IZOWTTRIFREDFIE & FRERED, BRI
i Wilcoxon#E (Z 1) PRI TWB, 24

BOFRUERETOLNM 1 OFHEA4.270% T
b/ TM 1 DOFHEA5.020% TR d KX
Vo BERFIDOHEETIITM 2 OFHE (4.786%)
DOFINEL, Z7urRtr ¥ a YOFETIECM
1 OFHE (4.367%) DFINEL BoTwh,
NM1ENM2OTFRREDECERET S
Wilcoxon ® Z 1% —5.198 T, ¥ v yayu—
LD LB ORI TTFRT 2 HPREIZNE WV,
TM1&TM2 OB TIXZfEIZ-3.132T, T
M 2 OFRIEREDFHAKATHITAE v, LA L,
CM1ECM2%HEBL7Z1EIZ—-0.559T, 2
DDETNVOFREREITEVE RV E W) FERIC
ZoTWwh, NM1 & CM2DOFRIFEXEZ T
5 ZEIZ-1.320 WL %K, BREDEVIE RV,
COE, 1EBFY vy a2 7u—DFHTIHEN
MHolds 2EHEFY Y Y27 u0—DOFRTIE
EWIZ RV,

SEBDIID 2EBROFH L & P AHS
HTWaA, HIINM1 &ECM 1 DR EY
5 ZfEiZ-1.369THY. NM1ELCM2 %
35 ZfE1-0332THb, 7urtsrarn
7NV (CM1ECM2) ENM1OFHIEAZ
BN BZWEWIHRITR TS, BErd,
NM 1 A FRERENSR O /PMS L, FRkOF Y v ¥
270—%FTE2ETNVE LTHELTWEI,
NM1&27axtsya ilssbFRlEEDEN
FARETANICIE 2w E W R B, T2, FIREFIVE
FAEHB RS ETIVORETIE, BERFITI5R4E
HERGET VORI REIINIVAH, 7 0R+&
23 avTREVEZVEVIERIZZ>TWY
%o

6 DOTRICIIEEINC 2EHK L 3EERDOTFH
BMEIRENTWS, TOETIZE4L LFE UHER
AHTWE, BEIZEDEFTNVTHEEIKE
(s BHFAZEIEINML (TM1, CM1) DO
ANPRKEVA, NM2 (TM2, CM2) O
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AWREL roTwdh, E6IT, BB EEH
BB Xy v 27O -%N-RELZEFNV
WERLEEDDD, HIIr7uREs v avil&
BB BT TNV OHEDS TN Lo T
BT LERLTVA,

RTIE, 2FEHRE IFERIIBIBNMI LD

*6 2F#%. SFROTURE

BEEDEVE, (NM1-NM2) &ZEEEREM
D t EOHXHE 2 & THBT 5 BUG AT ORERD
IRENTV D, FHTFERIZERS LIZIZRE RIS
oTWwWh, NM1&CM2DENEZSH L7H
BATIZ, (NM1 -NM2)., HEESEM &M
HIEERMO t HEOMHES YRR OF5 % b

< 2EBDOTRZRE> < 3EBOTRBE>

NM1 NM2 TMl TM2 CM1 CM2 NM1 NM2 TMl TM2 CMl CM2
T 4270 4747 5020 4786 4367 4421 4428 4906 5146 4930 4501 4519
PR {2 4412 5552 5901 5609 4623  4.909 455 5708 5961 5700 4714 4913

Wilcoxon DHE (Z 1) NMIXNM2 -5.198 NMI#NM2 -5.404

TMITM2 -3.132 TMI1# TM2 2742

CM1%CM2 -0.559 CMIXCM2 -0.576

NMI1#fCMI1 -3.161 NM1#CM1 -1.369

NM1#fCM2 -1320 NM1xCM2 -0.332
XTI NM1 NM2 TM1 TM2 CM1 CM:2 NM1 NM2 TM1 TM2 CMl CM2
KHE - g% 4248 5750 5615 5686 4494 5485 3984 4977 5818 5148 4284 5937
BRE 4060 5362 4483 4784 4032  4.649 3898 5262 4390 4903 3943 4435
feg 4134 4171 4715 4470 4279  4.083 4412 4501 4970 4869 4626  4.469
W 6297 8066 7075 8152 6719 7719 6433 8105 7428 7802 6801  7.331
UV 3969 3998 4599 4145 4072 4465 4863 4639 5283 5012 4777 5741
12 3919 4192 4303 4095 3917  3.885 4014 4206 4346 4177 3993
- AT ALA 4462 5152 4932 5068 4470 5366 4371 5167 4896 4452 4382 5067
53] 4702 5401 5008 5488 5073 5156 4972 6075 5199 5554 5008 5710
Fx LR 3702 3994 3942 3944 3650  4.062 3985 3793 4209 4135 3870 3837
&8 4304 4684 4727 4276 4418 4155 4534 4498 4802 4731 4648 4403
B 4582 6001 5370 5924 5.180 5196 6355 5842 6318 519 5410
LS 4403 4363 5028 4657 4214 4732 AT73 5416 4849 4552
L PR o 4944 6008 [4556] 5486 [4.111] 5248 5226 6454 5038 5754 5131
WERS 4101 4302 4644 4820 4402 4635 4382 4483 5124 4823 4324 449
FOMOBEE 3250 3832 4011 4080 3170 3416 3532 4201 4067 4440 3529 3984
[ 3422 4060 4620 4174 3580 3535 3418 4138 4405 4101 3555  3.380
e 3974 518 6277 4942 5322 5300 3934 5508 5271 6091 4513 4918
W - IR 4139 [3903] 4672 4323 4092 4.069 4633 4563 3970
BHHAE 8.160 9.107 [2815] 8153 [3472] 8.264 9076 |[2843] 8286 |3493]
H-EA% 4705 4720 6267 4959 4896  4.542 4512 4552 6220 4857 4690 4308

i AMEBEIX. 5 %KEWilcoxonTIHIRE) TNM1DOFREREL D /NS LERL TV,
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®R7 2%F%. SERDFUREDOLBIH

(FRBCT DFEEMNIL EZ R T)

ERH NMI-NM2 ZHUERmoMEgEEno oMo Et-E-® Eta-E=® R Adj-R*  Ffi
tEOMIE  tEOMEIHE  t (HOMIE t HOMIHE t O (FE=)
(+) (+) (+) (+) (+) (+)
< 2 EBDOTFREE>
BHBER 0280 0.588 0.058 0.09% -0.054 0464 0464 1771613
=NMI1-CM2 (-331)  (41.46) (6.10) (4.61) (-2.30) (0.000)
BHEBER 0295 0.630 0.051 -0.020 -0.550 038 0385 1281776
=NMIL-TM2 (3300  (1550) (2.40) (-0.44) (-7.49) (0.000)
BHAEH 0080 0.006 -0.015 0000 0000 0553
=NML-CM1 (-19) (0.20) (-0.89) (0.575)
BHBER 0.200 -0.470 -0.553 0022 0022 92941
=NMI1-TM1 (238) (-5.68) (-7.16) (0.000)
< JEBDOTREE>

BHEBER 0171 0559 0.066 0.040 -0.048 0439 0439  1603.237
=NMI1-CM2 (-217)  (3353) (6.80) (2.25) (-219) (0.000)
BHBER 0169 0.584 0.055 -0.086 -0.359 0330 0330  1007.964
=NMI-TM2 (190)  (20.32) (2.83) (-1.80) (-5.97) (0.000)
BHAZH 0053 0.029 -0.042 0001  0.001 4741
=NM1-CM1 (-1.60) (1.46) (-2.28) (0.008)
HHAEE 0.139 -0.390 -0.548 0022 0021 89976
=NM1-TM1 (1.87) (-5.10) (-7.31) (0.000)

LEETHD. NM1ETM2 DEVESH L
EER Tt ZHEEHMO t fEHEIRE ) OFF
FTHETH D, AREFNVEH LERRT
& (B — Ev1) OARMHIFED OFF5TH 578
t XK. ZRUSNOERIIIIRF & 3G OFF
BEboTBY., EFVOHEEIFRNARIL - T
WA EIRWEEV, TOGHERNS. 24EHKE
SEHOFIIIBNTH, BEHERSET VO
s7URtkr v avilEBHEE (CM2) PEHT
HHTEBDLI b,

5. f5a8

AETIE, Frvvazu—0FHlEtnwIH
T, FAIBEFNVEREHARSETNVTIREDL S

AENT VB0 % 5 L7z Dechow etal. (1998)
DETNVERIRE L72BFE. 200EFVH 04
LA FREREIFRLTH S, LrL. SHERIT
WEHEL>TEDLY, L2bFA -TEFNV
(MHOFBTFRTZETIV) LY HBREIK
&L AT LBERSFRIKILo TWD Eidw
v, fBL, EEHCRL LEFVOWEIEA
B ELHY. FIIruRE s v avilEAR
AHBRSETFVOHEENF ¥ v ¥ 27 u—TFl
WAL TV B Z e SNz 29 LIHER
B 1EHRDOF Y v Y a7u—FREFTERL 24
BESEBDTFIIOVTRKTH Y. TR
BRELTWA,

Barth et al. (2001) D5 #7i%, FlEEETFT VLD
LRAFHRGEFNVOEPRRF Yy V27
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