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VALUE RELEVANCE ANALYSIS OF DEFERRED TAX:
ASEAN PERSPECTIVE

ABSTRACT

The debate on value relevance of
deferred taxes has gone so long. The
older research found the positive result,
whereas the younger research found the
opposite because the changes of
investor valuation. This paper provide
value relevance analysis of deferred
taxes on five of ASEAN country. The
comprehensive analysis, taking into
account the differentdeferred tax
components, shows that investors in
ASEAN generally only consider de-
ferredtaxassets to convey relevant infor-
mation for assessing firm value. Inves-
tors view deferred tax assets as a real
asset. In addition to examine the effect
of book tax conformity, the value
relevance analysis is complement by an
analysis of book tax conformity as
moderating variable. This supplemental
analysis find that book tax conformity
can strengthen the relevance of deferred
taxes. The sensitivity analysis about per
country regression is done to know
further about the value relevance of each
country. This analysisfound that in the
country that has more sophisticated
investors, such as Malaysia and Singa-
pore, the deferred taxes information
would not be relevance.
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book tax conformity.
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1. INTRODUCTION

Company make financial reports with two
main goals each year, the first goal for

the reporting of financial information based
on financial accounting and the second goal
is financial reporting based on tax regula-
tions. Financial accounting reporting is in-
tended to inform stakeholders about the
company’s corporate performance, while
the tax reporting aimed at determining cor-
porate tax liability to the state. There are
some differences in income which in the
accounting reporting (book income) with tax
reporting (taxable income). Such differences
may be permanent or temporary. Tempo-
rary differences arising will be reflected in
the financial statements as deferred tax.

Since the 1980s, the rules regarding the
disclosure of deferred tax has experienced
a rapid increase in both the U.S. GAAP, IFRS
/ IAS, and also in national accounting stan-
dards. However, the usefulness of deferred
tax accounting is constantly debated. Crit-
ics argue that the informative value of de-
ferred tax is very low. This is because the
deferred tax implications on cash flow are
highly uncertain, so make most of the users
of financial statements ignore deferred tax
information because they do not provide
relevant information for decision making.

Empirical evidence about whether the
financial statements users considering de-
ferred tax information carried by Amir et al.
(1997) and Ayers (1998), which provide evi-
dence that the deferred tax relevant infor-
mation, while the study Chang et al. (2009)
using Australian data, find only deferred tax
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assets to be value relevant. Chandra and
Ro (1997) provide evidence that the de-
ferred tax and stock risk are related nega-
tively. Instead, there are several other stud-
ies that produce contradictory findings. Lev
and Nissim (2004) found no significant rela-
tionship between deferred tax expense and
annual returns, indicating that investors do
not consider deferred tax as the relevant
information. Recent research conducted by
Chludek (2011) which examines the value
relevance and reversal of deferred tax on
companies in Germany that has apply IFRS
produced findings that deferred tax has no
significant relationship with firm value. Re-
garding other users of financial statements,
Amir and Sougiannis (1999) and Chen and
Schoderbek (2000) reported empirical evi-
dence that financial analysts do not include
deferred tax information in their earnings
forecasts. Likewise, several empirical stud-
ies report that deferred taxes are not re-
flected in bond ratings (Huss and Zhao,
1991; Chattopadhyay et al., 1997).

This study tried to investigate the value
relevance of deferred tax. This study uses a
similar model with a research model con-
ducted by Chludek (2011) with some addi-
tional models. This study adds international
aspects in it by taking a sample of compa-
nies in five different countries, namely Indo-
nesia, Malaysia, Singapore, Philippines, and
Thailand. This study is different from Chludek
because it test further the value relevance
of deferred tax data among ASEAN coun-
tries. This study uses additional models and
incorporate a moderating variable, book-
tax conformity. Tests on the book tax con-
formity provides evidence that the book tax
conformity will reduce the quality of earn-
ings (Atwood et al., 2010; Hanlon et al.,
2008) and therefore will reduce the value
relevance of financial statements informa-
tion.

The proceeding of this study is orga-
nized as follows. Second part of this study

review the literature related to the value rel-
evance of deferred tax and the research
hypothesis. The third section describes the
sample selection, regression models, and
research methods. Analysis of the major
results of the regression models and sensi-
tivity are described in section four. Finally,
the fifth part in this study provides conclu-
sions and suggestions.

2. Literature Review and Research
Hypotheses

2.1 Deferred Tax
The differences between accounting

standards and tax laws cause permanent
differences and temporary differences. Tem-
porary differences arising will be reflected
in the financial statements as deferred tax.
Deferred tax can be deferred tax assets or
deferred taxliabilities. Taxable temporary
differences will rise deferred tax liabilities
while the deductible temporary differences
will give rise to deferred tax assets. Deferred
tax arising will be allocated to account for
tax effects and these effects should be pre-
sented in the financial statements.

Companies are required to calculate
and recognize deferred tax using the asset
and liability method. In this case, the com-
pany classifies deferred tax liabilities as a
liabilities and deferred tax assets as an as-
sets. In other words, deferred tax are re-
ported as an assets or liabilities and de-
ferred tax expense shows the changes in
deferred tax assets or liabilities during the
year. FASB states that the asset and liabil-
ity approach in accounting reporting of the
income tax is most consistent with the con-
ceptual framework.

2.2 Research Hypothesis
Deferred tax can be deferred tax assets

or deferred tax liabilities. According Chludek
(2011), deferred tax assets will provide tax
benefits in the future with a lower amount of
tax than the previous period. Deferred tax
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assets will take into account the amount of
income taxes recoverable in future. There-
fore, the deferred tax assets will have impli-
cations for the company’s cash flow in the
future. Deferred tax assets will provide a
better cash flow in the future so it will give a
positive value to the company (Legoria &
Sellers, 2005). Meanwhile, the deferred tax
liability shows that the tax liability must be
paid by the company in the future (Chludek,
2011). Therefore, the deferred tax liability
would have implications for future cash
flows. Deferred tax liabilities will reduce the
company’s cash flow in the future, so it will
give a negative value for the company
(Legoria & Sellers, 2005). Investors can use
the information contained in the deferred
tax assets or deferred tax liabilities to esti-
mate the company’s cash flow in the future
in assessing the value of a company. Based
on the previous description, the first hypoth-
esis proposed is:

H1a: Deferred tax assets havea positive
value relevance.

H1b: Deferred tax liabilitieshave a
negative value relevance.

The use of the information in deferred
tax assets and liabilities as independent
variables in the value relevance of deferred
tax as a whole is not appropriate because
there is a difference between a company
that has a branch. In preparing the financial
statements, the value of deferred tax assets
and deferred tax liabilities should be offset
and produce a net deferred tax. Compa-
nies only provide net of deferred tax infor-
mation on its balance sheet. Therefore, this
study using other forms of deferred tax as-
sets and deferred tax liabilities which is net
deferred tax. Previous studies that using net
deferred tax to test the value relevance of
deferred tax information have different con-
clusions. Amir et al. (1997), Chandra and
Ro (1997), and Ayers (1998) concluded that
the net deferred tax has a relevance value,

while Lev and Nissim (2004) and Chludek
(2011) concluded that the net deferred tax
has no relevance value. Value of positive
net deferred tax would reduce the tax bur-
den in the future and increase its net income.
Based on the previous description, the sec-
ond hypothesis proposed is:

H2: Net deferred tax has a positive value
relevance.
Net deferred tax can be a net deferred

tax asset or net deferred liabilities. If deferred
tax assets is greater than deferred tax liabil-
ity, would give rise to net deferred tax as-
sets. Vice versa, if deferred tax liability is
greater than deferred tax assets, will give
rise to net deferred tax liabilities. The third
hypothesis proposed in this study to see
the superiority of the value relevance of
deferred tax information can be. Superior-
ity means when the value of assets (liabili-
ties) greater than the deferred tax liability
(asset). This hypothesis clarify first hypoth-
esis that can answer whether deferred tax
assets will be seen as a real asset if it has a
value greater than the deferred tax liability.
If deferred tax is the net deferred tax assets
it will give a positive value to the value of
the company, but if it is a deferred tax li-
ability, that would give a negative value to
the company. Based on the previous de-
scription, the third hypothesis proposedis:

H3a: Net deferred tax assets have a
positive value relevance.

H3b: Net deferred tax liabilities have a
negative value relevance.

Chludek (2011) found that the deferred
tax information will have value relevance if
the company has very large value of net
deferred tax. Tremendous value of net de-
ferred tax guarantee that the company will
have a lower tax burden in the future. To
examine the effect of the greater value of
the deferred tax, the fourth hypothesis in
this study using the value of the net deferred
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tax distributions that are divided into
quintiles. The greater the value of net de-
ferred tax will be positively related to the
dependent variable. Based on the previous
description, the fourth hypothesis pro-
posedis:

H4: The amount of deferred tax has a
positive value relevance levels.
Every country has its taxation rules and

regulations that are different. There are some
countries that have tax provisions that are
tailored to commercial accounting, but
many states also have tax provisions that
are very different from commercial account-
ing. This gives rise to the difference in in-
vestors’ view of looking at the value rel-
evance of tax information between one coun-
try to another. Therefore, the value relevance
of deferred tax information would have a
different level of relevance in each country.
To examine the effect of differences in tax
regulations in a country with other countries,
the fifth hypothesis in this study using the
book tax conformity variables as moderat-
ing variables. Tests on the book tax confor-
mity provides evidence that the book tax
conformity will reduce the quality of earn-
ings (Atwood et al., 2010; Hanlon et al.,
2008) and therefore will reduce the value
relevance of financial statements informa-
tion. Based on the previous description, the
fifth hypothesis is:

H5: Book tax conformity will reduce the
value relevance of deferred tax.

3. Research Methods
3.1 Sample Selection

Object of this study are companies in
the manufacturing industry are that listed
on the Indonesia, Malaysia, Singapore,
Philippines, and Thailand Stock Exchange
who publish audited financial statements as
of December 31 in a consistent and com-
plete from the year 2009-2011. The data

used in this study is a secondary data ob-
tained from the database Thomson Reuter’s
Worldscope as research conducted by
Chludek (2011) and also the company’s fi-
nancial statements that are published, ob-
tained either from the company website or
from websites Indonesian Stock Exchange,
Stock Exchange Malaysia, Singapore Stock
Exchange, Philippine Stock Exchange, and
the Stock Exchange of Thailand. There are
some exceptions in the selection of the
sample as outliers and incompleteness of
data needed information.

3.2 Regression Model
Models used in this study is an exten-

sion of the Feltham and Ohlson’s Price
Model (F&O). This study used five research
models that are consistent with F&O. The
first research model aims to see whether the
deferred tax assets and deferred tax liabili-
ties have value relevance.

First Research Model

The use of independent variables net
deferred tax illustrate more value relevance
of deferred tax information as a whole be-
cause not all companies have subsidiaries.
So the second research model as a whole
can see value relevance of deferred tax.

Second Research Model

The third research model used to an-
swer the third hypothesis about whether the
sample that has a value of DTA (DTL) more
superior than the DTL (DTA) will have
morevalue relevance than otherwise. The
third research model divides the two vari-
ables netDT be an net asset (liability) de-
ferred tax.
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Third Research Model

The fourth research model aims to see

whether the relevance of different informa-
tion based on the amount of deferred tax.
The fourth research model dividing the net
deferred tax into five sections or quintile
distribution.

TABLE 1
Variable Definitions

P closing share price at Stock Exchange of firm i three months after
fiscal year-end t

NOA net operating assets before deferred taxes per share of firm i at fiscal
year-end t = book value of equity per share “ NFA “ DTA + DTL

NFA net financial assets per share of firm i at fiscal year-end t = cash, cash
equivalents,and short-term investments - total debt including preferred
stock

AOE abnormal operating earnings per share of firm i at fiscal year-end t =
abnormal operating earnings = [EBIT* (1 - income tax expense /
EBT)] - [0.12* (book value of equity - net financial assets)]

DTA deferred tax assets per share of firm i at fiscal year-end t
DTL deferred tax liabilities per share of firm i at fiscal year-end t
netDT net deferred taxes per share of firm i at fiscal year-end t = DTA “ DTL
netDTA net deferred tax assets per share of firm i at fiscal year-end t = netDT

if netDT > 0 (DTA > DTL) , and 0 otherwise
netDTL net deferred tax liabilities per share of firm i at fiscal year-end t =

netDT if netDT < 0 (DTA < DTL) , and 0 otherwise
netDT1 tonetDT5 = netDT if netDT is in the first quintile (0 to 20 percent) to

fifth quintile (80  to 100 percent) of the netDT-distribution, and 0 oth-
erwise

BTC book tax conformity

All variables are per share, i.e., deflated by common shares outstanding

Fourth Research Model

The fifth research model test further the
value relevance of deferred tax information
in ASEAN countries using book tax confor-
mity variables as moderating variables.
Models used in this study continue to use

the Feltham and Ohlson models and is an
extension of the first to the fourth model with
the addition of book tax conformity vari-
ables as moderating variables.
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Fifth Research Model

Model 5a:

Model 5b:

Model 5c:

Model 5d:

3.3 Data Analysis Methods
The data in this study are denominated

in U.S. Dollar, it is because this is a research
study that uses 5 state. In order for the en-
tire data of each country can be compared,
then the data is converted into the same
currency that the U.S. Dollar is generally
used for comparisons between countries.
Prior to hypothesis testing, regression per-
formed to choose the form of panel data
models and tested for classical assumption.
Results from the test of form the panel data,
the best model used to study the first, third,
fourth, and fifth (a) model is a fixed effects
model, while the second, the fifth (b), fifth
(c), and fifth (d) model more either using a
random effects model.

Results of the testing the classical as-
sumptions showed that heteroskedasticity
and autocorrelation problems appear in all
the research model that using fixed effects.
Problems of autocorrelation and hete-
roskedasticity on fixed effects model will be
given special treatment, namely the method
of Generalized Least Square (GLS). GLS
treatment method can eliminate the prob-
lems of autocorrelation and heteros-
kedasticityin the fixed effects model.

4. Empirical Results
4.1 Main Hypothesis Testing

Descriptive statistics of data are sum-
marized in Table 2. Viewed from the mini-
mum and maximum values, the variation of
the value of the stock price (P) are very
large, where the minimum value of 2.78E-
12 and the maximum value of 0.000935, this
is also seen in the standard deviation val-
ues   are quite large as well. The median of
stock price (P) is closer to the minimum
value and the value is much lower when
compared to its average value, indicating
investor confidence in the companies in this
study is still in certain companies. This led
to the company’s stock price is much higher
than other companies.

The NOA and NFA describes com-
pany’snet assets or book value indifferent
terms. NOA describing the terms of the
company’s operations, while the NFA de-
scribe the sources of their funding. Com-
pared with NOA, the median of NFA much
lower even have negative value which illus-
trates that in the range of research many
companies that have losses in terms of fund-
ing, but in terms of its operations they have
an advantage. Same as the stock price (P),
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NOA and NFA also has quite large differ-
ence between the minimum and maximum
values. This suggests that these variables
are very heterogeneous. The average of NOA
is positive and the average of NFA is nega-
tive, as well as both the median value, which
indicates that the average sample in this
study suffered losses in terms of funding and
the establishment of the book value of the
company is derived from an operational
perspective.

AOE has positive value in the average,
this means that on average, the company
has a book value higher than its expected
value. This shows thatmostly investor gives
a better assessment to the samplecompany.
However, the median value of AOE is nega-
tive, indicates that more companies are
rated poorly by investors. Most companies

have a book value of less than the market
value. This shows that investor still have in-
terest only in certain companies, but these
descriptive statistics can not describe more
about the relationship of the company’s
scale and AOE.

DTA’s median value is 0.000789 while
the median value of DTL is 0.005191. DTL’s
median value is greater than the median
value of the DTA, show that companies
have DTL more than its DTA in its balance
sheet. DTL’s average value is greater than
the average value of DTA, this suggests that
the overall value of the company’s DTL is
greater than the value of DTA. The median
value of netDT is negative, indicates that
more companies have netDTL, in other
words, more companies that have a DTL
value greater than DTA.

TABLE 2
Descriptive Statistics
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Other independent variables such as
netDT, netDTA, netDTL, and netDT perquintil
and independent variables with moderating
book tax conformity is the change in shape
of the DTA and DTL so that these variables
have a descriptive statistic that is not much
different from the variable DTA and DTL.
Therefore, the interpretation of descriptive
statistics on these variables are not needed.

The results of data processing in the
first model suggests that only information
of deferred tax assets are significantly af-
fect the value of the company (which is
proxied by stock prices / P). Deferred tax
assets information had a positive and sig-
nificant relationship at á = 5% of the value
of the company. Deferred tax liability infor-
mation has no significant effect on firm value.
This shows that the only information that
has value relevance is DTA, while DTL infor-
mation has no value relevance. Investors
useonly deferred tax asset information in
making their investment decisions. In this
case, investors will pay more attention to
the deferred tax information if the informa-
tion will give benefit in the future. Investors
assume the deferred tax asset as a real as-
set. This conclusion contrasts with the re-
sults of Chudlek (2011) which states that
deferred tax information either DTA or DTL
has no value relevance. Conclusions on the
results of the first model is similar to the
results of research conducted by Chang et
al. (2009) where they found only deferred
tax asset that has a value relevant.

In the second model, where the vari-
ables DTA and DTL converted into other
forms to the net deferred tax (netDT). Re-
sults of processing the models lead to the
conclusion that the information in the form
of net deferred tax has no value relevance.
This conclusion has a different result from
the conclusion of the first model. The data
processing in this model provide other con-
clusions regarding the value relevance analy-
sis of deferred tax information. This suggests

that changes in the form of a variable can
have a different significance. Therefore, this
study using other forms of deferred tax which
is net deferred tax assets (netDTA), net de-
ferred tax liabilities (netDTL), and net de-
ferred tax in the quintile distribution that can
give an idea that the amount of deferred
tax companies have different value relevance.

The third model uses other forms of
deferred tax in the form of net deferred tax
assets (netDTA) and net deferred tax liabili-
ties (netDTL). It is intended to see the supe-
riority of the DTA against DTL and vice versa.
The results of data processing in a third
model shows only the net deferred tax as-
set information that has value relevance,
while the net deferred tax liability informa-
tion has no value relevance. Net deferred
tax asset information has a positive and sig-
nificant relationship at á = 1% of the value
of the company. This conclusion gives re-
sults in accordance with the first model,
where only the DTA information that has
value relevance. This suggests that inves-
tors are more concerned deferred tax infor-
mation if the information will benefit them in
the future. Investors only assess net deferred
tax asset as a real asset, while deferred tax
liabilities not as a real liabilities. Investors’
assessment of the value relevance of de-
ferred tax will depend on the possibility of
the reversal and the duration of the reversal
of the deferred tax (Amir et al., 1997). Ac-
cording Chludek (2011), deferred tax assets
has a reversal faster than the deferred tax
liability. This indicates that the deferred tax
assets have value relevance better than the
deferred tax liability due to greater certainty
of its realization.

The fourth model provides an analysis
of deferred tax that is based on the distri-
bution amount divided into quintiles. Based
on the results of data processing in fourth
model, only the net deferred tax informa-
tion in the distribution of the fifth quintile
(netDT5) who has a value relevance. Net
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deferred tax information in the first quintile
distribution (netDT1), the second quintile
(netDT2), the third quintile (netDT3), and the
fourth quintile (netDT4) has no value rel-
evance. NetDT5 information has a positive
and significant relationship at á = 1% of
the value of the firm (P). This suggests that
the magnitude of the value of deferred tax
affects value relevance, where the greater
the value of deferred tax, investors will in-
creasingly incorporate this information in
decision making.

This conclusion is consistent with the
results of research conducted by Chludek
(2011) which states that deferred tax infor-
mation will have relevance value if the
amount of the net deferred tax is very large.
NetDT5 value formed from DTA that greater
than the value of DTL which means that
netDT5 is a net deferred tax asset. There-
fore, the results of the fourth model is also
consistent with the conclusion of the first
and third models in which only the informa-
tion of deferred tax assets and deferred net
tax assets who has a value relevance.

Based on the data processing has been
carried out, the overall model of 1-4 indi-
cates that a only deferred tax asset infor-
mation that has value relevance, while the
deferred tax liability information has no value
relevance. This is because the deferred tax
assets have a level of certainty greater than
the recovery of deferred tax liabilities. Re-
sults 1-4 processing models can be seen in
Table 4. In general,investors in South East
Asia pay more attention to the deferred tax
information only if the information will ben-
efit them in the future.

Further tests were conducted to test
the fifth hypothesis (H5) in this study which
is this study wanted to look beyond the role
of book tax conformity as a moderating
variable. Based on the data processing has
been performed, the results of data process-
ing in the fifth model (a-d) gives a conclu-
sion that is consistent with the results of the

processing of the first models to the fourth,
where only information of deferred tax as-
sets and net deferred tax assets which has
relevance with a greater level of significance.
The results of this processing model prove
that the variable book tax conformity can
affect the value relevance of deferred tax,
where the book tax confromity variables will
further strengthen the relationship between
deferred tax information on stock prices (the
value of the company / P) or reinforcing the
value relevance of deferred tax information.
This is shown from the increasing signifi-
cance or p-value of 1-4 models to the fifth
model. This conclusion contradicts the fifth
hypothesis in which book tax conformity
variable actually reinforce the value rel-
evance of deferred tax.

Book tax conformity variable stating
how flexible a company can make its tax-
able income different from the pre-tax book
income (Atwood et al., 2010). This suggests
that the presence of the book tax confor-
mity will make the difference between
taxabel income and pre-tax income will be
smaller. This can decreasing the amount of
deferred tax. With a small value of deferred
tax, the greater the likelihood that the de-
ferred tax to be recovered, so it will increase
the value relevance of deferred tax. Inves-
tors seemed to also consider that if there
are similarities between the book and tax,it
will reduce the opportunities of the manage-
ment to commit fraudin financial informa-
tion so that investors will assess deferred
tax information as relevant.

This research provides a new picture of
the value relevance of deferred tax informa-
tion, where the presence of similarity be-
tween the book and tax (book tax confor-
mity) will improve the value relevance of
deferred tax information. This is because the
deferred tax will have a level of certainty
greater and also reduce fraud in the ac-
counting reporting.
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4.2 Sensitivity Analysis
Sensitivity analysis is done to see

whether the value relevance of deferred tax
analysis will give a different conclusion from
the main testing if more specific tests per-
formed per country. The analysis still using
the same sample with the main test, but its
separated the testing samples that are from
different countries.

The data processing of Indonesia in the
first model suggests that deferred tax as-
sets information and deferred tax liabilities
significantly affect firm value (stock price /
P). Deferred tax assets information are posi-
tively associated with firm value while de-
ferred tax liability information negatively re-
lated to firm value. This shows that the DTA
and DTL information has value relevance.
Investors in this case using the information
of deferred tax assets and deferred tax li-
abilities in investment decisionsmaking. In
the second model where the DTA and DTL
variable is converted into net deferred tax,
the processing of second models lead to
the conclusion that the information in the
form of net deferred tax has relevance value.
The net deferred tax information was posi-
tively related to firm value. The third model
uses other forms of deferred tax in the form
of net deferred tax assets and net deferred
tax liabilities. The data processing of Indo-
nesia on this model shows only the net de-
ferred tax asset information that has value
relevance, while the net deferred tax liabil-
ity information has no value relevance. Net
deferred tax asset information was positively
related to firm value. This conclusion gives
a different results than the first model, where
both the DTA and DTL has a value relevance,
but when seen from the superiority,only net
deferred tax assets information which have
a value relevance. The fourth model provides
an analysis of deferred tax based on the
distribution amount divided into quintiles.
In the Indonesian state data, net deferred
tax information in the first quintile distribu-

tion (netDT1) and the second quintile
(netDT2) has no value relevance. Net de-
ferred tax information in the third quintile
distribution (netDT3), fourth (netDT4), and
fifth (netDT5) have the value relevance.
NetDT3 information, netDT4, and netDT5
positively related to firm value. This suggests
that the magnitude of the amount of deferred
tax affects the value relevance where the
greater the amount of deferred tax, inves-
tors will increasingly incorporate this infor-
mation in decisionsmaking. NetDT3,
netDT4, and netDT5 is a net deferred tax
asset. While the value of netDT1 and netDT2
are net deferred tax liability. Therefore, the
results of the fourth model is also consis-
tent with the conclusion of the third model
in which only the net deferred tax asset in-
formation that has value relevance.

Conclusions from the other countries
provide mixed results. Malaysian data pro-
cessing results contrast with the data of In-
donesia. The results of the first model
showed no significant relationship between
deferred tax assets and deferred tax liabili-
ties with the stock price. This means, in the
Malaysiandata DTA and DTL information has
no valuerelevance. Investors do not use
deferred tax information in its decision mak-
ing. Net deferred tax information in the sec-
ond model also does not have a significant
relationship with firm value, or in other
words have no value relevance. The third
model of data processing in the country of
Malaysia still provide the same conclusions
as previous models in which both net de-
ferred tax assets and net deferred tax liabil-
ity information has no value relevance. This
conclusion is similar to the research con-
ducted by Chludek (2011). Results of pro-
cessing the fourth model showed only
netDT2, netDT3, and netDT4 which has
value relevance. NetDT2, netDT3, and
netDT4 negatively related to firm value.

As for the state of Singapore, conclu-
sion of the first model shows both the DTA
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and DTL has no value relevance. This sug-
gests that the Singapore investor does not
use deferred tax information in investment
decisionsmaking. This is consistent with the
research conducted by Chludek (2011).
Conclusion on the second model shows that
the net deferred tax information has value
relevance. Net deferred tax has positive ef-
fect on firm value. When variables DTA and
DTL converted into positive form of net de-
ferred tax then either netDTA and netDTL
also has value relevance. NetDTA has posi-
tive effect on firm value while netDTL has
negative effect on firm value. In the fourth
model, net deferred tax information in the
first quintile distribution (netDT1), second
(netDT2), fourth (netDT4), and fifth (netDT5)
all have value relevance. NetDT1 and netDT5
information has a positive and significant
relationship to firm value, while netDT4 and
netDT2 negatively related to firm value.

In the Philippine state data, the data
processing provides the same general con-
clusions with Indonesian data. The first
model gives a similar conclusion with Indo-
nesia, where both the DTA and DTL infor-
mation has value relevance. Deferred tax
assets had a positive relationship informa-
tion while deferred tax liabilities have a nega-
tive relationship. Data processing on the
second model shows that the net deferred
tax information has value relevance. Net
deferred tax information was positively re-
lated to firm value. In the third model, only
the net deferred tax asset information that
has value relevance. Net deferred tax asset
information was positively related to firm
value. The results of data processing in the
fourth model shows only net deferred tax
information in the fourth quintile distribution
(netDT4) that have value relevance. Informa-
tion netDT4 positively related to firm value.

Conclusions from the data processing
in Thailand in the first model shows only
deferred tax asset information that has value
relevance. Deferred tax assets was positively

related to firm value. Investors assume the
deferred tax asset as a real asset. Net de-
ferred tax information in the data of Thai-
land does not have a significant relation-
ship with firm value, or in other words have
no value relevance. In the third model, only
the net deferred tax asset information that
has value relevance. The conclusion of the
models similar to the first to third model in
the main research results in this study where
only the deferred tax assets and net deferred
tax assets who has a value relevant. In the
fourth model, net deferred tax information
in the first quintile distribution (netDT1), sec-
ond (netDT2), third (netDT3), and fourth
(netDT4) has a value relevance. NetDT1 in-
formation has a negative and significant re-
lationship to firm value. NetDT2 information,
netDT3, and netDT4 has a positive and sig-
nificant relationship to firm value.

The data processing results for each
country gives the conclusion that different
from one another and also varies from the
main model results. This indicates that the
value relevance of deferred tax is highly
dependent on many things that come from
within the country such as tax provisions,
the view of investors, business climate, gov-
ernment regulations and many other things.
Investors who already have a visualization
of the information will not be considered
deferred tax deferred tax as the relevant in-
formation. Therefore, countries that already
have a strong market with investors who
already have a visualization of the informa-
tion generally indicates that the deferred tax
information has no value relevance. Results
of data processing in the country of Indo-
nesia, Malaysia, Singapore, Philippines, and
Thailand is illustrated in Table 6.

5. Conclusions and Suggestions
5.1 Conclusion

Overall, investors in ASEAN countries
only use the information of deferred tax as-
sets in its investment decisions. Investors
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will only use the deferred tax information if
such information has the potential to pro-
vide benefits in the future. Deferred tax as-
sets are seen to have greater relevance than
the value of deferred tax liabilities. Deferred
tax assets also will be more relevant if the
value is greater.

Research on the influence of book tax
conformity gives results that contrast with
previous studies in which the book tax con-
formity will strengthen the value relevance of
deferred tax. This is because the deferred tax
will have agreater level of certainty and also
reduce fraud in the accounting reporting. The
value relevance of deferred tax is highly de-
pendent on many things that come from
within the country such as tax provisions, the
view of investors, business climate, govern-
ment regulations and many other things. In-
vestors who already have a visualization of
the information will not be considered de-
ferred tax deferred tax as the relevant infor-
mation. Therefore, countries that already have
a strong market with investors who already
have a visualization of the information gen-
erally indicates that the deferred tax infor-
mation has no value relevance.

5.2 Limitations and Suggestions
This study only focused on one indus-

try alone, further research is expected to
use more industrial in it, so it can be seen
whether the value relevance of deferred tax
can have different characteristics when
viewed by the industry. Future studies could
also use more country to look beyond the
influence of the book tax conformity to the
relevance of deferred tax. Conclusions re-
garding the value relevance of deferred tax
assets and liabilities will be more varied if
divided according to corporate activity
such as depreciation, pension funds, com-
pensation for losses, and others. It can pro-
vide a better conclusion because every ac-
tivity has different level of realization and
recovery periods.

Future studies should modify the NFA
(Net Financial Assets) and AOE (Abnormal
Operating Earnings) be different in each in-
dustry in order to control the systematic
differences in the cost of capital and the
abnormal earnings that are highly depen-
dent on the preferences and the nature of
each investor. To measure the value rel-
evance should be using a different model
than using the F&Omodel, so it can com-
pare whether the value relevance of deferred
tax depends on the model used in the study.
The measurement of book tax conformity
could use a different measurement tech-
niques from this study to compare whether
if using other measurements it will still give
the same conclusions.
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TABLE 3
Sample Selection

Manufacture Companies
– Indonesia 132
– Malaysia 383
– Singapura 203
– Filipina 183
– Thailand 151

Total Manufacture Companies : 1052
Pengecualian :

– No deferred tax information (156)
– Missing variable data for the basic regression (212)
–Outliers (48)

Total Sample 636
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TABLE 4
Regression Model 1 – 4

Pit = β0 + β1 NOAit + β2 NFAit + β3 AOEit + β4 DTAit + β5 DTLit + ε
1

Pit = β0 + β1 NOAit + β2 NFAit + β3 AOEit + β4 NetDTit + ε
2

Pit = β0 + β1 NOAit + β2 NFAit + β3 AOEit + β4 NetDTAit + β5 NetDTLit + ε
3

Pit = β0 + β1 NOAit + β2 NFAit + β3 AOEit + β4 NetDT1it + β5 NetDT2it + β6 NetDT3it + β7 NetDT4it + β8 NetDT5it + ε 4

TABLE 5
 Regression Model 5a – 5d

Pit = β0 + β1 NOAit + β2 NFAit + β3 AOEit + β4 DTAit*BTC + β5 DTLit*BTC + ε 5a

Pit = β0 + β1 NOAit + β2 NFAit + β3 AOEit + β4 NetDTit*BTC + ε 5b

Pit = β0 + β1 NOAit + β2 NFAit + β3 AOEit + β4 NetDTAit*BTC + β5 NetDTLit*BTC + ε 5c

Pit = β0 + β1 NOAit + β2 NFAit + β3 AOEit + β4 NetDT1it*BTC + β5 NetDT2it*BTC + β6 NetDT3it*BTC +

 β7 NetDT4it*BTC + β8 NetDT5it*BTC + ε 5d
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TABLE 6
Sensitivity Analysis

TABLE 7
Research Conclusions




