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Panel A: sample distribution by fiscal year
Country 1997 1998 1999 2000 2002 2003 2004 2005 2009 2010 201 2012 Total

Australia 21 30 33 37 51 65 88 102 101 93 87 78 1147
Switzerland 9 10 10 9 13 12 14 12 15 15 15 15 199
Germany 31 32 41 49 82 89 93 86 93 89 82 1216
Finland 18 18 22 22 41 43 45 25 48 45 43 575
France 9 10 12 23 43 55 66 45 72 72 72 742
United Kingdom 109 127 134 159 201 224 240 152 173 161 157 2756
The Netherlands 8 5 5 7 1n 1n 13 13 15 13 12 184
Norway 2 2 2 5 12 n 12 6 8 8 9 124
Sweden 4 12 19 20 39 49 53 64 63 50 45 41 670
Total 21 246 278 33 440 509 563 635 504 620 567 535 509 7613

Panel B: sample distribution by R&D accounting treatment

Country Mandatory expensing (GAAP1) Optional capitalization (GAAP2) Mandatory capitalization (GAAP3) IFRS Total

Australia 458 689 1147
Switzerland 55 40 104 199
Germany 422 794 1216
Finland 348 575
France 19 742
United Kingdom 2 2756
The Netherlands 27 106 184
Norway 10 63 124
Sweden 409 670
Total 535 7613
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Variable Std. dev. Q1

RET 0829 -0.267
E | 0238 0.005
CH_E 0264 -0.029
RD 0124 0.017
P 68.498 0.964
39209 0.400
EPS 8572 0.003
3.725
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0256
0458
0238

RET o ools lis Jgo cpl j0 a5 jshilen A2 oo Hlis |y e Sy sl i o (Ko 4 oo
dweod RET L ciite gl RD g 098 oo dieod o0l o (iaw S 0 CH_EgEl.g‘se‘.?gsuL,léﬁbe
S35ge Csed g5 b5 5k RDPS 5 [EPS BVPS L P caslie jobo 4 3955 oo

(N=7613) spearman s Pearson  Si.oed o jld Joo

Variable LOSS SIZE

RET 4 » -0.16 0.05
E 1 g ¥ -069 028
CHE s 4 X X -029 0.00
RD i X 027 -030
P \ -050 067
BVPS ) —045 067
EPS 1 % 1 X -0.73 0.56

RDPS -023 039
LOSS ; 1.00 —045
SIZE » 3 —043 1.00

Pl 4

R&D g,be o3yl bL3 1 50 &l pds 9 IFRS 51 i (5lslus sbyo,luiliw! 4.1

Sl yo= 3, (6 80— Ceond bl (1 (ygiw) el jo-003b alasl,y 0 (2) 5 (1) dolas 5 Jol> g5, 5 Jgo
S IFRS L 1, R&D g lalis allas asls slopiie b o] ol 9 R&D z ) § ((2) yg5m0)
sitwd &5l bL3)IFRS cov R&D z)bw a5 sas oo lis 5 Jgaz 51 (1) Ggiw a2 oo @l 58
cuio RD * GAAPL 5 (oo a5 sas oo olis uizmen (1) 050 (D 0.01 5,1 p - 1.045 = s ,0)

o9l cov R&D gzl o5, bl aSuly oylal L (b 0.01 35, -p) el a>g L6 4 (1.070)

GAAP &5 _oEa «oplply ol IFRS o a8 cosl o1 51 5V gy LB jsb 4 o,bnl (6,138 asle




SalS R&D #)lke o5, bLs )| g oo pyals IFRS L ()bl 7, aslsl jo 1@ a3 b 1550 Lo
b o

o3P cel axg5 B 4 (0.937) cuie RD*GAAP2Z o (oo a5 sad oo Lis 5 Jgaz ;0 (1) giw
&S cwl o1 5l YL ksl o8 alow cov R&D z)bxe o5, bl asl »ooylal L (b 0.01
Lk 1b ass b slhe |, 090 R&D o lulus 5,585 28y a5 ol e opl @ opl .ol IFRS cow
solS R&D # e o5, bls )l aas o yuss IFRS & e GAAP (o Las| )38 alo o 5 59
b oo

SoiFP) el 522U Wl (0.079) cuie RD*GAAPS o oo oS sas oo 15,55 5 Jgoz ,0 (1) gim

cuwl IFRS cos a5 1 51 s kel (6,188 aule o e R&D B o5, bla | asol fols Llias b (N 0.1

GAAP L IFRS ety 5 a8 o s R&D e 255, bl o8 sl ine ] o o] s ogliie

Siloos soeme |, RE&D ()l ke jus 095 0 929) (65135 oy Ll b a5 Gloj g 098 (o0 (030> (o
9y 99 (e &S el (Sl Dgles Jo 4 Vel 5zl ot oS (o o0 o> 09 05 Sty Lo 1C as )
JB i sla anje golaldl g IS ke 4 5L (6 )Ll ()05 aleps (5198 45T (92 0l 0925 (5l

oo oo o5l 1, TIFRS s ls slgo

R&D 7o ;) bls,l o &l puxsh Jgas
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Model (1) RET Model (2) P

Variable Pred. Coeff. t-stat. Variable
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CH_E"LOSS -0.217"" -182 EPS*LOSS
LOSS ~0.059"" -213 LOSS

Avg VIF 299

Max. VIF 786

No. of obs. 7613

No. of clusters 848

Adj. R? 030
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