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Abstract

This study examines ihe association between security returns and non-operating
income, and whether components of non-operating income have incremental
information content. Since the prior accounting research has not focused on the
impacts of non-operating income, the main purpose of this study is to explore the
information content of security prices with quarterly non-operating income in the

Taiwan security market.

Samples of this study include 303 companies, listed in Taiwan Stock Exchange

from 1996 to 1998, The main results are as follows :

1. Both operating income and non-operating income are associated with

security retumns significantly.

2. In the second and fourth quarter, companies utilize non-operating income to

window dress their financial statements.

3. In spite of operating losses, non-operating gains are significantly associated

with security returns.

4. 'The association in result 1 is positively related to the percentage of non-

operating income to normal income.

5. The association between security returns and components of non-operating
income is stronger than result 1. Adj-R2 increase 20.03% , indicates the

components of non-operating income have incremental information content.

Keywords: Earnings component, Information content, Security returns, Operating

income, Non-operating income,
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