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## 4682274826 : MAJOR ACCOUNTING

KEY WORD : LOAN LOSS PROVISION / ALLOWANCE FOR LOAN LOSS /

DISCRETIONARY ACCRUALS / REGULATORY CAPITAL
NONGLAK KATSARA : THE RELATIONSHIP BETWEEN MARKET VALUE
OF EQUITY AND FINANCIAL INSTITUTIONS' ALLOWANCE FOR LOAN
LOSS. THESIS ADVISOR : VISARUT SRIBUNNAK, Ph.D.152 pp.
ISBN 974-53-2371-3.

The primary nbjacli?e of this study is to examine the relationship among market value of
equity and discretionary doan loss provision and discretionary allowance for loan loss.
An allowance for loan loss is an accounting adjustment made by manager in order to reflect
actual performance and 0 reveal appropriate value of loan portfolios. The sample group used in
this study consists of banks and financial companies listed in the Stock Exchange of Thailand
during 2000-2004. This sh.ldy employs mulﬁﬁle '(agrassion analysis in the examination and used
a notification of the Bank of Thailand "Re: wﬁpléss or Imecoverable Assets and Doubtful Assets
that may be Worthless or Iffecaverable® asafﬁﬂncipal means to partition loan loss provision and

‘ € )
allowance for loan loss into discretionary and non-discretionary components.

- #- 40 4

The research results indicate that, E@ﬁ__;a:ﬁqnaw loan loss provision and discretionary
allowance for loarloss are significantly related to market vaiue of equity. Discretionary loan loss
provision is negative related fo market valtie of equity, wh

is positive related 1o market value of equity. The evidefice suggests that investors view

g discretionary allowance for loan loss

discretionary loan loss provision as an expense that reduces current earning, while viewing
discretionary allowance forloan loss-as a signal about-fulure earnings. Therefore, this evidence

is consistent with Ahmed, Takeda and Thomas (1999) and Bever and Engel (1996).
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Test of Homogeneity of Variance

Levene
Statistic dfl df2 Sig.
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e | a | s
Based on trimmed mean 1.008 1 87 .318
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Model Summary

Change Statistics

Adjusted | Std. Error of | R Square Sig. F Durbin-
Model R R Square | R Square | the Estimate | Change |F Change dfl df2 Change Watson

1 .970 941 .936 .25896003 941 | 182.682 7 80 .000 2.448
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ANSNN 4.5 NANITASIAABLAINANNUESEUINIAUSARSETAUAILLTATN

Zero-order Partial
Variable
Correlations Correlation
Independent Variable
BVE 0.343 -0.015
DALL 0.485** 0.230**
NDALL 0.821** 0.929**
NI 0.050 -0.062
DLLP -0.080** -0.615**
NDLLP 0.012** -0.720**
Control Variable
NPL 0.675** -0.217*
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ANSINN 4.6 HANITASIARDUAINANNUETTUINIAILUSDATE

Coefficients 2

Collinearity Statistics
Model Tolerance VIF
1 BVE .430 2.325
DALL .345 2.902
NDALL .286 3.497
NI .651 1.536
DLLP .429 2.334
NDLLP 372 2.686
NPL .407 2.459

a. Dependent Variable: MVE
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anaedesiunLgsaulstaseynaafiAn Tolerance laidinln&gusiunniinuas
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Variable MVE BVE DALL NDALL NI DLLP NDLLP NPL
MVE 1 0.343** | 0.485** 0.821** 0.050 -0.080 0.012 0.675**
BVE 1 0.494** 0.544** 0.51_6.*: 0.347** 0.450** 0.285**
DALL 1 0.729** 0.063 0.509** 0.598** 0.545*
NDALL 1 0.083 0.403** 0.516™* 0.665**
NI 1 0.021 0.039 0.074
DLLP 1 0.722** -0.002
NDLLP 1 0.120
NPL 1
N 88

*erhUtiudnAny 0.001
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Pearson Correlation ANNA9N 4.7 AILANLAATA Tolerance WATAN VIF AINAIGT



75

a

4.6 AznUdn AauLsBasLynNAIEAT Pearson Correlation #eendn 0.80 wavAauLlsdasy

o

NNFaHA1 Tolerance i InAgudnninuaz A1 VIF Haendn 10 aili §ade[eagidn
Fauilsdasennsianldlunisiiamyiaunanasidanyinas iAo uduiusiuieqlu
seaugeauinliiiatleymn Multicollinearity wilvagjluannisnldiinsziaaunnnasdany

AUAINA HNNIAANUNAANST IHAINN1TTATITTRANNYNFBIIAZ ANNLNLTA T A AARS
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Variable N Min Max Mean Std. Deviation

Dependent Variable

MVE 88 0.002 9.370 0.304 1.023

Independent Variable

BVE 88 0.025 14.914 0.832 2.518
DALL 88 0.000 0.386 0.047 0.133
NDALL 88 0.001 0.368 0.084 0.237
NI 88 -1.327 3.062 0.156 1.406
DLLP 88 -0.278 0.386 0.011 0.108
NDLLP 88 -0.224 0.046 0.011 0.127

Control Variable

NPL 88 0.000 0.564 0.147 0.230
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AS97 4.9 HANITILATIZNANNOANDLLEINY

Variable Spec 1 Spec 2 Spec 3
(Constant) B -0.020 0.113 -0.066
t-value (-0.590) (6.024) (-1.573)

Sig.(2-tailed) 0.557 0.000 0.120

Independent Variable

BVE B -0.002 -0.003 -0.065
t-value (-0.133) (-0.432) (-0.309)
Sig.(2-tailed) 0.894 0.667 0.758
DALL B 0.752 0.840 -0.077
t-value (2.113) (3.501) (-0.173)
Sig.(2-tailed) 0.038** 0.001™ 0.863
NDALL B 4.924 0.428 5.419
t-value (22.465) (1.586) (19.869)
Sig.(2-tailed) 0.000** 0.117 0.000**
NI B -0.014 0.002 -0.006
t-value (-0.559) (0.177) (-0.187)
Sig.(2-tailed) 0.578 0.860 0.852
DLLP B -2.749 -2.939 -2.341
t-value (-6.971) (-5.430) (-4.777)
Sig-(2-tailed) 0.000** 0.000** 0.000**
NDLLP B -3.317 0.010 -3.299
t-value (-9.271) (0.048) (-7.503)
Sig.(2-tailed) 0.000** 0.962 0.000**

Control Variable

NPL B 20.377 -0.063 -0.208
t-value (-1.988) (0.761) (-0.890)
Sig.(2-tailed) 0.050** 0.449 0.376
N 88 88 46
R 54.10% 34.70% 52%
Adjusted R” 53.60% 28.50% 51.30%
ANOVA Sig.-F 0.000** 0.000** 0.000**

eraUladATY 0.050 0.050 0.050
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Variable Spec 1 Spec 2 Spec 3 Spec 4
(Constant) B 0.108 1.081 1.018 0.989
t-value (1.687) (11.609) (12.732) (9.606)
Sig.(2-tailed) 0.100 0.000 0.000 0.000
Independent Variable
BVE B 0.455 0.030 0.015 0.056
t-value (2.815) (1.988) (1.157) (3.353)
Sig.(2-tailed) 0.008** 0.050** 0.251 0.001**
DALL B 4.502 0.329 0.420 0.091
t-value (2.209) (2.307) (3.323) (0.580)
Sig.(2-tailed) 0.034** 0.024** 0.001** 0.564
NDALL B 0.688 -0.155 -0.133 -0.265
t-value (0.586) (-2.099) (-2.104) (-3.263)
Sig.(2-tailed) 0.562 0.039** 0.039** 0.002**
NI B 6.268 -0.025 -0.008 -0.051
t-value (11.126) (-1.636) (-0.598) (-0.960)
Sig.(2-tailed) 0.000** 0.106 0.552 0.604
DLLP B -1.205 -0.267 -0.300 -0.399
t-value (-2.004) (-2.598) (-3.395) (-3.533)
Sig.(2-tailed) 0.047** 0.011** 0.001** 0.001**
NDLLP B -7.669 -0.167 -0.098 -0.016
t-value (-7.414) (-2.516) (-1.718) (-0.221)
Sig.(2-tailed) 0.000** 0.014** 0.090 0.826
Control Variable
NPL B 0.326 -0.017 -0.060 0.067
t-value (0.860) (-0.359) (-1.407) (1.262)
Sig.(2-tailed) 0.395 0.721 0.164 0.211
CAPRAT B -0.313
t-value (-0.986) - -- --
Sig.(2-tailed) 0.331
N 54 88 88 46
R’ 54.10% 43.70% 42.90% 37.70%
Adjusted R 53.60% 38.60% 37.60% 32%
ANOVA Sig.-F 0.000** 0.000** 0.000** 0.000**
*erAUTidn ALY 0.050 0.050 0.050 0.050
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