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“This paper examines the market reaction to information disclosure of deferred tax.
components. Empirical results indicate that earnings management-typed deferred tax

has the highest value relevance among three eaming management control types of

deferred tax. Afier decomposing deferred tax into eight components, we find that
compensation has the highest value relevance, because its coeflicient is the most

highest and significant. Other assefs valuation and deferred tax. assets valuation

allowance have the second and third higher value relevance. Such resuls imply that
deferred tax has little value relevance if managements only disclose is single amount

Moreover, whichever accumulated abnormal eamings based on financial statement

actual release time or eamings-calculated covered time is to be analysed, camings
management control types of deferred tax have higher incremental  information
contents than single amount of deferred tax. Therefore, the incremental information

contents of eight components in deferred tax are higher than those of eamings

‘management control types and single amount in deferred tax. The above conclusions

¢ that the more detailed deferred tax a firm can provide, the higher its

incremental information contents will be, implying that investors usually can make

beter economic decisions by more detailed deferred tax information.
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