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Abstract

Taiwanese financial accounting standards No. 23
states that interim reports should be viewed as an
integral part of an annual report. Therefore, firms
should estimate related sales, cost and other deferred
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and accrual amounts on an annual basis, and then

allocate appropriate amounts to the quarter reported.

Under thisintegral approach, the time series of

quarterly earnings must present certain auto-

regression structure. Thisis not surprising given the

empirical evidence found in Brown and Rozeff (1979)

and numerous followers. However, since thereis no

prior research examining the data on the domestic
market There are some interesting local issues. They
are;

1. How well does the market anticipate this auto-
regression structure? Does the market under or
over react to the structure?

2. Doestheintegral approach reinforce the auto-
regression structure for quarters within the same
fiscal year?

3. Isit possible to utilize the knowledge on the
structure to earn abnormal returns?

4.  Would the auto-regression structure caused by
the integral approach affected by other factors,
for example, capital intensity and variance of
quarterly revenue?

This research shall pursue the answers for the
above questions.

Keywords: interim reporting, quarterly

earnings, unexpected earnings,
cumulative abnormal returns
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