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Does the Earnings Volatility Based on the Fair Value Increase

the Accounting Information Content?

LYU Zhaode', SU Zengrui’

(1. Business School, Beijing Normal University, Beijing 100875, China;
2. School of Economics and Management, Tsinghua University, Beijing 100084, China)

Abstract: The earnings volatility is one of the most important earnings time series characteristics. The use of fair value in ac-
counting changes the earnings volatility significantly. The change has two opposite effects on investors, one is to disclose the
operation risk in firm and provide incremental information, the other is to increase the information risk and improve the degree
of information asymmetry. On the basis of the 12 years of data before and after the implementation of the new accounting stand-
ards, this paper makes a research on the impact of the fair value of earnings volatility on the investors’ net information content.
The study shows that the use of fair value does result in the increase of earnings volatility, but there is no evidence of incre-
mental accounting information resulting from the increase of earnings volatility based on fair value. It should be noted that the
conclusion is only fit for the earning volatility information from the use of fair value, not generalized to the information content
of fair value accounting.

Key Words: earnings volatility; fair value measurement; accounting information content; information risk; enterprise earn-

ings; accounting measurement ; enterprise value

.74 .



