





























VALUE-RELEVANCE OF ACCOUNTING NUMBERS: AN EMPIRICAL INVESTIGATION OF PURCHASED GOODWILL

firms that are operating in Malaysia, one of the most prominent developing countries. In
essence, our modified balance sheet model is able to substantiate the concerns expressed
over goodwill accounting during recent detailed discussions by providing evidence that
purchased goodwill is an important determinant of market value. These results are consistent
with the overall findings by Henning (1994), McCarthy and Schneider (1995), Jenning et a/
(1996) and Ibrahim et al. (1999), which stated that goodwill numbers are of value relevance
to investors. Nevertheless, our analysis also confirms that goodwill is an asset of considerable
magnitude and is valued at least equal to other assets. As a general conclusion, the results
indicate that investors do use information in the balance sheet. Of course, this finding is not
new to the literature: Bowman (1980), Dhaliwal (1986), Landsman (1986), Beaver et al.
(1989), Shevlin (1990), Barth (1994), Amir and Lev (1998), Aboody (1996), Aboody and Lev
(1998) and Pfeiffer (1998), among others, report similar findings.
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