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e oA ¥ethu St Sn =8 e Burgstahler and Dichev 1997; Bushee 1998; :
X}O]a io] ATk, o]t Aol tig) WA 5 Roychowdhury 2006: A& 5 2008: Gunny

Al 739 A 2010), et WHE o] &3t o]dxAgE stn
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Al FAEAL AREADG FAE A, 784, AA SRl Al Brkelr] SR Aoz sl sla(eld gE A
B2 Ak AW 5(2013)9] Al AelEo] srh), ol ARG FH2 Fae AEAS 7 npA] gl wix|Eo] 917] W&
ol Aol Sote ATk ol BAFAY oo didte] ofn] & 5ol Ho gtk dAst] HE& APsigith
dE 50, A7I%el et 89 AFRAL w2 TAEAY AALE 5%, B FAEAY S 3R AT T
7199 FAFR(DQ 30| €k wreF A7|4 dhete] AFEA7PE 2 FAFETH w2 AT diste] HL2 9] 94
< o 9719l TAEA (D) 0] Hrt,
opdH R TP T2 WS BE 719 dete] AFEATIR steld TAEAS Soke Ao, olFA Hid SIS
AFEA7MNA a3k A2 iAo ogfgol Utk mWetd & A7 o2 d WS Ao HaF AN 7
Aastn AEAQ ANH JRAFE 2 AFEA7IE] Addetn e BAFA0] 1 79T B2 7ol FAAAE Lopr
= Al gelE Rk AFRAE A58 719de] 11970l @ elsizle sht, AF-RA7PE A58 7192 dEEA] 42 7]
el Wg) FReke Fue] ol Wil do] &2 AFEALY ol Apskd Feg FAEL] E&(52 $2)7I9E Aol |
ol UEdze] orsle Sgxga A
21) 200335 20093714 AFA TN AEdFol 7 o] d2HYAE Fop7] Aaf, REANPRFE HEF7IEE 2-8dko] g
ooz B AFFES A% Hage] RES FHP] AFolth. £F FEF 71 olgeh Fiol 11974914 1072
Tha ZO)EXRE A3tel] lojME E Aot gl Aoz eyt

19

20



Jlge) o1d=sH 948 I8t 01XE D = HREAIe] 1Al 17

(B 7) Z2 MY 118 4 &%
Panel A. ¥4} & 4414

20109 f7ked 9@ 32" A BAE glon, AT 180 AR 719 168

w3 Aitdo] 12¢0] ojd 7| (15)

Y dxd 27 ERIE 1071 el Al &3 7| (27)

A% g mR|2 ek 7)Y (7

T 119

Panel B. 227199 FAFE(DQ EE

DQ HE W2 (%) TARE FAWMES(%)

-13 1 0.84 1 0.84

-6 1 0.84 2 1.68

-5 1 0.84 3 2.52

-4 3 2.52 6 5.04

-3 3 2.52 9 7.56

-2 8 6.72 17 14.29

-1 40 33.61 57 47.9

0 7 5.88 64 53.78

1 33 27.73 97 81.51

2 7 5.88 104 87.39

3 4 3.36 108 90.76

4 1 0.84 109 91.6

5 1 0.84 110 92.44

6 2 1.68 112 94.12

7 3 2.52 115 96.64

10 1 0.84 116 97.48

18 1 0.84 117 98.32

19 1 0.84 118 99.16

48 1 0.84 119 100

=33 FAELEA(DQrank) S TEHUFE 3 AHE A A A EE ALEste AFEA)

2% o7 s F2 HASWSE Kothari  7F #4719 A4 Ee 752101 st Bk

et al.(2005)2] 149 Roychowdhury(2006)<] Hopd S 2 (DAC) S AEo|d24 (REM)9

AT E wet 2T AUy AR Y AgE % ()9 S Y Aot F49

(DAC)# AEoldzx4 (REM)olth. wFeF Zdzte] & AYd BE #MEe HZ 294(2009-2010
u f

2
o
12
i)
>
4
et
offt |
o

FE oldxHol AFAlE]

2) AFEA7P} B471909] HEe A& Adsta ¥ }o}—tﬂ ol HiHez I 2d Az AaE BHIT Zojgn 7HE
b AEZAE B AREA7E ’3 Fele BAEE ARS 1T AEL 20113 AFAFE 2AE7 A9 2
2009A3E 201097179 ARFARE %&E‘r

=1y
o
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DQ.,(or DQRANK;,) = ay+a, DAC,, + a, SIZE,,
+ayROE, , +a,DEBT, ,+a;MTB,, +a; VOL,,
+agVOL,, +a,FIN,, +e¢,, A7

DQ., (or DQRANK:; ,) = ay+a, REM, , + a, SIZE, ,
+a;ROE,, +a,DEBT,, +a;MTB,,
+agVOL, , +a;FIN;, +¢;, (2 8)

Wl 4
DQit D EA

DQRANK;; : 1057322 243 FAEA59

DACi; DAY AT

REM1;; : AE0]9241(=AbCFO(*-1) + AbSGA
(+-1))

REM2;; @ AE0]93242(=AbSGA(*-1) +AbPRD)

SIZE; ¢ D AIZNEA Y] AR

ROE; DA A R0 & (:“7130191/%}712}%)

DEBT;, @ FFAHE&(=F5A /44

MTB;, D AR & (= A7) /At

VOL; DY e xFHA

FINi; D ARFETHE (= (7| AR E- A7 AR

[RA7VAEE)
o : 9343
© ZSU4E AP RE A5E 2 24(20099
-2010)4 9] Bitaez ST

o] APAFelld 7199 R S5 B
Al FAH G| Fadta 7HS EAste AT
M7k} 7k kAl 71 g Aol Wi 87k Skt

7] el FAlehs AFEES F4o] Fopxitka

B33} (Lang and Lundholm, 1993; King et
al. 1990). Wepr & A4= A7HEde Az
oz ZA FR(SIZE)E SAMTE E3et,
gk FAu o] H2 7|99 AAAES A HHA
o2 Qlgk Qe 1Hasty] Sfal Gt B
2 ARE 93 4 At (Jensen and Meckling
1976). FaH&o] #& 7199 A= 71l o

3 dES AAlete Z oA 7199 AEAEE 8ol
Al 4L & AE Al °1£E§(Bhattacharya
and Chisea 1995) JUldoz ZAFEE 9 F

Q3 A4S F= ok mepA] Fajul el dis)
A Y oS0l 7 Aotk & dFe F
FAE FANCE e FAHE(DEBT) S BA

W4 EPAT ED Y] 2 95 o

a [¢]

9920 X8R AAGAZA AT o292
o f§40] Romg At A dste) Bt 4
£ g% 3 Z—q.ii FAE flo] AT (Muslu

et al. 2008) uhebA £ ATl A lx]7]_7\1-‘:‘ 7}1:1]5
(MTB)
E3l 7]
(1993)
o] Eoh=

RIS 71%4%1-?% FAHE] 4
, Skinner(1994) =
d 2 0] o] ] [q_f-'_ H]B_SL 7k

A<

o
od*éﬂrﬂr #&3le] Lang and Lundholm
o

%EL‘;— AR BHFo] =t}
1 FASgene e Avpl BE oSy,

2ol & (ROE) 2 4
o Agdpol 946-}‘5 JYLAe) W e
Tl AgHER 7Y
o 2t %’4'3}04 ko

~
o =2
=
1
>
gy
X
©
o
}ﬂ:
o

=

o #ld 2a9Y, um fok 4TS z:@s}

£ 19 ARNES B2AT] 9 FAEAS

£ el SIg AP BAFAL A7
O

Ao7 EE’_E]‘}iﬂ’r(Botosan 1997‘ Sengupta
1998). W E AFE old wE gIE EA s}
7] fo e (FIN) & F7HoR 2



4.2.1 71€8A 3 BAEA

Jlgiel 0l2ISE 2eE I3t O

A% A 4897449

¢

163 o242 el =
(DAC)T ABHES o] &3 o] 2H S %EMJ»E
7tzke] &0l 2% (REM1, REM2)9] ¥

Has
TXx=

2otk S
A2y AFATAY

a3

(E 8)& 2 FAEAY 7193 Re FAFA A5 08Tk R $AS Bolq YonR P
o 19 A7 208 Ageke ARAN 18598 ASE V19SS AT 390 WEHow Anelgn
AFEA77F FAEE gz 1301 Akl o @2 o]ds Hudt Ao2 FHHY. VAR
i Bl A3t 71eE 2EE 11970 719l tigt (SIZE)9] L 27.9201 IS e & A
FRHUFEY VEBAFE Y Aot} F5 7120l & (ROE) 9] #Hat& 0.15040]c}, HE3
FE AT RE WSE 200995 201097 FE7Qe] FFA BAH&(DEBT)S 47.57%
o 2dzte] HHEAR SHHAG. WA ZE 7Y olW, A7PH7H & (MTB) < 1.76010|t}. &
FAEA(DQ)S Hit2 0.798" 0| e, &4 -13 27199 gt g9 FAAHVOL) & Hi

(% 8) 7|=84
B N ez StaDI:iard Min 95th | Median | 75th Max
DQ 119 0.7983 | 5.6352 |-13.0000 | -1.0000 | 0.0000 | 1.0000 | 48.0000

DAC 119 | -0.0256 | 0.0646 | -0.2523 | -0.0691 | -0.0270 | 0.0220 | 0.1352

REM1 | 119 | -0.0464 | 0.1229 | -0.5544 | -0.1000 | -0.0303 | 0.0254 | 0.1632

REM2 | 119 | -0.0395 | 02280 | -1.0748 | -0.0961 | 0.0051 | 0.0927 | 0.6016

SIZE 119 | 27.9233 | 1.9644 | 23.9218 | 26.3964 | 27.9494 | 29.4701 | 32.0003

ROE 119 0.1504 | 0.2981 | -0.4927 | 0.0597 | 0.1472 | 0.2352 | 2.7283

DEBT | 119 04757 | 01921 | 0.0601 | 0.3230 | 05026 | 0.5969 | 0.9563

MTB 119 17601 | 14387 | 02626 | 08201 | 1.3122 | 2.1301 | 7.3900

VOL 119 0.4964 | 0.2002 | 0.2189 | 0.3861 | 04693 | 0.5447 | 1.5508

FIN 119 0.0748 | 0.2256 | -0.2240 | 0.0000 | 0.0000 | 0.0340 | 1.5909

F) 1) s Fe

DQit

DAC; ¢
REMI;
REM2;
SIZE; ¢
ROE;
DEBT; ¢
MTB:i ¢
VOL; ¢
FINi
€it

2) FEHF

=

T=

D BANEA AT BARE 225 QAFELED 9AF)
DQRANK;, :
D AATERY ARE LAY

D AE0)Y2H1(=AbCFO(*-1) + AbSGA(*-1))

D A B0] 9] 24 2(=AbSGA(¥-1) + AbPRD)

CAMENY] A2 F)

D ARl 9 B (=70l o /A AR )

DA & (=F A /A

DA %ﬂ—ﬂﬂlg( A7V /A

s AW ZyleolFo] FE2H A}

D AR EEE (= (IR IAE ) /A7 AR )

: J_z]-?ﬂ-

ﬂgld RE HeE F2 23(20099-2010) %9 Hgre s =43

105302 33¢ 3/ 5AES
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0.49640.% Uehston RIS/ (FIN)S 3 2 Ho|x 9tk Fia AEoe x4 Ws=(REM2)
T 7.48% 0.2 JEpyTt = FAEALY(DQRANK) S 5%l o]
(F e 240 AHHE BSE 7t 43HAE 209 ABAE HAY. a2 7)ol wAY
243 Zojth, AP A48 FAEA(DQ) F AEFFE 559 oYz s & o AHFEH
7} FAELEA (DQRANK) & AFAEAN(DAC)  7He dl8719e AFHEFLC] @& Aoz 7]
B 10%FFAM 73 &(-)o AV Holm & F 9} X3 FAFE(DQ) 2 BAEREY
gom, WA dzolzgWs(REMD)E 34 (DQRANK)E THR(SIZE)VZE 2 714dd s ¢
FADQ) 2 AEAEA(DQRANK) S 242 & & Ao Yegoy 94 (ROE)Z+= #oe &
A3 5%, 1%l vl Folat S(-)e 4 AE Holx &tk &3 FAEE(DQ) = FAjH]
(E 9) MuEA

Ll DQ DQRANK | DAC REM1 | REM2 SIZE ROE DEBT MTB VOL | FIN
DQ 1
0.6145
DQRANK 1
(.0001
-0.1629 | -0.1597
DAC 1
0.0766 | 0.0827
-0.2241 | -0.2874 | 0.5095
REM1 1
0.0143 | 0.0015 | €.0001
-0.1402 | -0.1970 | 0.1322 | 0.8456
REM2 1
0.1284 | 0.0318 | 0.1518 | €.0001
agp | 03611 | 04097 | 0.2195 [ -0.0881 [-0.0920]
(.0001 (.0001 | 0.0165 | 0.7212 | 0.3249
pop | 00368 | 0.0981 [-0.0967 | -0.2232 | -0.0854( 0.0169 |
0.6911 | 0.2885 | 0.2957 | 0.0147 | 0.3560 | 0.8552
ppgp | 01545 | 0.0688 | 0.1873 | 0.8306 | 0.2122 | 0.1193 | 0.0467|
0.0934 | 0.4569 | 0.0414 | 0.0002 | 0.0205 | 0.1963 | 0.6141
\rp | 0162 | 0.0020 [-0.1942]-0.2312 | -0.2286 | -0.1602 | 0.4536 | 0.1329 |
0.8614 | 0.9824 | 0.0343 | 0.0114 | 0.0124 | 0.0817 | .0001 | 0.1495
oL | 02136 | -0.3462 | 0.0616 | 0.8076 | 0.2515 | 0.4065 | -0.0741 | 0.2417 | 0.0200 |
0.0197 | 0.0001 | 0.5060 | 0.0007 | 0.0058 | <.0001 | 0.4233 | 0.0081 | 0.8287
pry | 00735 | 0.1088 | 01104 | 0.1519 | 01110 |-0.3105 | -0.1428 | 0.0144 -0.0734 | 0.2863 |
0.4267 | 0.2614 | 0.2322 | 0.0990 | 0.2295 | 0.0006 | 0.1214 | 0.8761 | 0.4276 | 0.0016
) 1) Wae] HolE (F 8)dA AHed AT 28
3) Fel= vehiA ghskout BR/|AS BAUERCR e ATEANsY S(FOLLOW)E B 16,590l H2 1%, Ht) 40

golnt.




J|9] 0|2=H A8 It 0|AUXHD} 612 THREADe| olAl 21
& (DEBT) #H= 10%FT0lA Folet o (-)f 4# 4.1.2 Aol &4
A& Hof APAAE gig 2ol =& AAAL
2 7199 E A9 & Ao g et v (£ 10)& o] z4 7 #AZ A4 FAFA
of 7190l &2 FAY AFHEE AFE 7hsAde]l g Rt Ao] BN Adjo|t}, T JEE Aol=
S oz N 4 ek e ke EY £ ERASUTHE 2522 FYHAt. Panel A
THAHVOL) & AFEA7PE Adste 7199 &« AggEdo] =2 7|9 (DAC=high)Z AZF
ANEADQ) B FAFEEA(DQRANK) S f<9  AdAo] vt 7| (DAC=low) <] *AIEﬂ(DQ)
3509 FEAAE YR 998 W 2 FAFEEY(DQRANK) Q] Aol & Kol )
ol E4E AT/ Hrkete AFFEY £ 29 Panel B9 Panel C& AW /\E]%O]QJI}—
Aol gk Aoz Mg & v}, 448 vehll A 0] 52 719 (REM=high)# d&0]9 %%
© AZPEEZE Bl (MTB)# AHEE57HE(FIN) 50l W& 719 (REM=low)7te] Zol& W
< o et AHAFE deRA sttt W HoFt B4R AFH SAdo] e
(E 10) cHAZEEA(T-Test)
Panel A. 3324 AZFqEgdo] w2 2ol T4
HE DAC=low DAC=high Difference in
mean(t-stat)
DQ 1.8475 -0.2333 2.0808 (2.03)***
DQRANK 4.9322 4.2833 0.6489(1.36)
TES 59 60
Panel B. A&o|dz%o] w2 o] EA(REMI1)
A% REM1=low REM1 =high Difference in
mean(t-stat)
DQ 2.0339 -0.4167 2.4506(2.42)***
DQRANK 5.2203 4.00 1.2203(2.61)***
qEF 59 60
Panel C. A&o]dxAd| wW& o] T4 (REM2)
35 REM2=low REM2=high e
DQ 1.4407 0.1667 1.274(1.24)
DQRANK 4.7797 4.4333 0.3463(0.72)
XES 59 60
F) 1)t F AED FHiE Zold] vig AHEAY
2) W59 Aoe (& 8)dA AHeH ﬂ} s
3) e 10%, e 5%, v 1% e Uehd, &= 1%,
4) DQ : **l*ﬂ —'ﬁ‘i*ﬁﬂﬂ YA =2FA A2 EE J449)
DQRANK : 105328 243 FAEAEe
DAC : A%zH A%A $yol
REM : A&Eo]92% (=AbCFO(+-1) +AbSGA(*-1) + AbPRD)
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7199e] FAER(DQ) HFE 1.84758 0.2 A%
Wele] w2 7199l FAEA(DQH4S -0.2333
AH} 2.08084 =gkomn o] ztol= 1% 43 &

/ﬂ So3 Aoz JehdtH(t3h=2.03). &=
ZA%9 (DQRANK) & A|ZA A dlo] ke 7
493503 AR 0] 2L 7]5]0] 4.28
Qot F FEzE Aol 7} frejakA e sttt

g3 dexd ol %2 719

H

%
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=
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=
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>
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©

o2
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N
o]ﬂ

l

o
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_/[:
T2 FAE %H DQRANK 7}

(REM2=high) 9| 0.1667%,4?% 4. ] lil’/} =

S
=~
(e}
3
U_L/
_\';'
S
-
-3
ol
ol
[0 o

o = of 1o T
ol
—o
>
it
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o,

2 fo
oy

4.1.3 OLS3|AEA

(F 1D (& 12)€ 7199 <19=

AA G FAIER

717

A9 92 0L A1
2o AHeH
4l e

o %’—}\] %—;ﬂ 4

Fol A %

L O"l
A==
4

1055922 YF ¢

A (DAC) I Roychowdhury(2006)94
et AEol

S|
ax

£959 BAEL(DQ)

7P 3 Ab& wE TAFE

1 A
N X oJke Ay

A3%2 ek el

F449(DQRANK) & 01 3k F
oty o AF

1274 (REM)olt}. (& 11)elA e}
ukel 2ol FAEA(DQ)

(£ 11) 2M=HD YFEM7PE olMsk= ARl E2 ke 2A(OLS 3HE24Y)
] o= (1) &9 1 DQ (2) &9 1 DQRANK
- 3 Coeff. T-stat (p-value) Coeff. T-stat (p-value)
Intercept ? -36.1025 -4.11 (.0001 -10.54 -2.67 0.0088
DAC (=) | -20.7467 -2.64 0.0094 -9.7807 -2.178 0.0064
SIZE (+) 1.3695 4.68 (.0001 0.5737 4.37 (.0001
ROE ? -0.1829 -0.1 0.9193 0.5631 0.7 0.4879
DEBT ? -5.1940 -1.93 0.0567 -0.4407 -0.36 0.7166
MTB (+) 0.1941 0.5 0.6178 0.0210 0.12 0.9041
VOL (+) 0.1822 0.07 0.9477 -2.3068 -1.85 0.0666
FIN (+) 2.5952 1.14 0.2576 1.3682 1.34 0.1843
F-value 4.69 5.97
Adjusted R* (%) 17.96 22.75
# of Samples

) 8914 : DQ,,(or DQRANK, ,) = a, +a, DAC, +anzS]ZEM +a, ROE, , +a,DEBT, , + a; MTB,,

+a, VOL, , +a, FIN;

2 DQ ¢ BB 992 e Fd s w%@ 97%)

DQRANK : 105H#2.2 343 FAFAw4
DAC @ 724 AZA A
3) 2 ¢ WP Aele (E 8)elA AHgE A% 2



(£ 12) d=Z83 MFZH7Pt 2lAfs

Sh=

MFYEo| F&te| 2AI(OLS 271E4)

ye qz (1) $4%4 . DQ (2) #4384 DQRANK (3) $4¥4 1 DQ (4) 445 : DQRANK
- B3| Coeff. | T-stat | (p-value) | Coeff, | T-stat | (p-value) | Coeff. | T-stat | (p-value) | Coeff. | T-stat | (p-value)
Intercept | 7 | -31.363 | -3.62 | 0.0005 | -8.5245 | -2.21 | 0.0289 | -29.909 =342 | 0.0009 | -7.5282 | -1.92 | 0.0574
REM1 | () | -7.7672 | -1.73 | 0.0861 [-5.0027 | -2.51 | 0.0135
REM2 | () -1.2197 | -0.52 | 0.6007 |-1.2363 | -1.19 | 0.2376
SIZE | (+#)| 1.1942 | 412 | {0001 | 04911 3.82 | 0.0002 | 1.1806 401 0.0001 | 04771 3.61 | 0.0005
ROE 7| -04821 | -0.26 | 0.7936 | 03793 | 046 | 06431 | -0.1554 | -0.08 | 0.9336 | 0.6190 | 0.74 | 0.4596
DEBT 7| 47644 | -1.67 | 0.0974 | 0.0239 | 0.02 | 0.9850 | -5.9493 =211 [ 0.0370 | -0.6161 | -0.49 | 0.6265
MIB | ()| 01949 | 049 | 0.6274 | -0.0057 | -0.03 | 09744 | 0.2912 071 | 04806 | 0.0338 | 0.18 0.855
VOL | (4)| 06173 | 021 | 08304 |-1.9237 | -1.51 | 0.1346 | -0.1876 -0.07 [ 09481 | -2.3585 | -1.83 | 0.0702
FIN (4) ] 19368 | 0.84 | 04013 | 1.0995 1.08 | 02837 | 1.719 074 | 04607 | 0985 | 093 | 0.3542
F-value 4.00 b1l 3.52 481
Adjusted R* (%) 15.09 21.83 13.01 18.42
# of Samples 119
) 1) 894 : DQ,,(or DQRANK, ) = a, +a, REM, , + a,SIZE,, +a, ROF, , +a,DEBT, , +a, MTB,,
 taFIN, te,
2) DQ : FAFAAFENN} AR 2eFL JHT greza oAds)
DQRANK : 105FC% 243 FAEF449)
REM1 : A&E0]92%1(=AbCFO(¥-1) + AbSGA (+-1))
REM2 : A&0]Y é (=AbSGA(+-1) + AbPRD)
3) 2 9 W HE (& 8)dlM g A 2

Al (1AM AFAH LA (DAC) <]
< -20.75.2 FAFA (D) st
10

o] 1% %24 %98 £()9l &g epicktat

oty
L
)
o
1o
K3
_11}1'
N
N
ofr
ox,
N
)
_1
>
2
1o
>,
i)
>

A q7}7} XH AEo] FHo
Fo] ZolAthE= AL on| 3t}

st

EHEE 3 B8 Hadlh d(1)dA A&z
(REM1)9] 3AAIG & -7.7672% 10%F=0l

Foet gk et (tgt=-1.73). =g FA]

A (DQRANK) E T5HFRE 3 242 UE
g (2)NAE -5.00270.2 5% FFA £ g
(-9 s derth(t#k=-2.51). 284 F H
A AEol 24 (REM2)Z ZAFA(DQ) B T4
FATH(DQRANK) S tlido.2 gt #AdM =
AAF7F 47 -1.21973% -1.2363%2 ()9 &
o

o & od
O

¢

o
tot >

7)

Uelloy EA-0R folsiA & &ttt o]
sk REM19] S|AEM A3 v|Foll o] njZ A
AF Sl o) 2 GPEEE o] &g AEolxA o]

20 2 pud

AFA R AFH Al FA I FA H 9]

T

of ek ATLAVE A A1) ATHR FAL
Ao Qe 9 F8e] 2L Aow AT

ATt

A e
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FANMSE W, 7|9 E(SIZE) & o3 4 (+)
o $s B 7] b 245 T

Ashe AFEA7LY 7F Bold AFEA7E 3
7bshe FAEAC] daet AoR JEyth Ed

F38 & (DEBT) & 3A1 &2 (DQ) Ol tste
3 ()9 #E B AP EE 5] 48§
AH)Eo] E=& 7199 AF FAF R tig a7t
vtol A F-RA7E7E 7k iAl Fhol Y2 Alog
UeRdt 434S el e AlZPER 71 & (MTB)
I} AEFZ7HE(FIN) 2 4549 = A
o BAACE fosiAE &sken, 9ol WE
A& Yehlle #7189 2FAA(VOL) = &
AEAEA(DQRANK) A o &2 T
+()9 FAAF FE B Yol &3

5 Al

7
4% 719952 ATEPIE Qe FAFL
e Aoz e

—o
%»ﬁ e
e e 4o
j\; S oxl
o oz
ir{i
(O
¥
o 4
i
o
N

ARAS BEA P ol g4 ATEANS A1
B2 #9% JFS AL Y e AHHOE B
oi7rte HoIA ojvizt giek

V. 22

RIS 3 32 49 95 BEA o

oS 12 719 WA AT 325 4
£ 3R FhAe 98L g

FE 9BES BY] D BYAS oI

o i@ AFEHe 94E Fopur] g A
e AFEAE YA AT 12 A

e
LI S NC S R T A

P I

A 99 T4 4949 AL Ao, §
A= ARIAR B4 AREL ) 2 A0
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Perception of Korean Financial Analysts on Earnings
Management to Achieve Earnings Benchmarks

Sunghye Kim* - Ayoung Lee*™* - Sungbin Chun***

Abstract

In a survey conducted for U.S and Korean chief financial officers about their financial reporting
behavior, managers consider accounting earnings as on of the most important performance measure,
and are willing to sacrifice economic value for meeting or beating earnings benchmarks (Graham
et al. 2005: Chun et al. 2012). Given the increasing research and the related concerns about
managers earnings management, a natural question arises as to the perception of financial
analysts, who are the primary users of financial accounting information. Therefore, we seek to
assess the perception of analysts of such managers’ financial reporting behavior using a
combination of a survey instrument and empirical study. To do this, we first conduct a survey
that asks 185 Korean analysts of 15 brokerage firms to describe their views related to the
firm’s financial reporting behavior, specifically earnings management using discretionary accruals
and real actions to meet earnings targets. Then, we compare the result of our survey with the
one of Chun et al.(2012)"s survey to investigate the gaps in opinion between analysts and CFOs
on the firms” earnings management to meet financial reporting goals. Lastly, we empirically
examine whether earnings management via accruals and real decisions directly affects quality
of financial reporting that analysts assess by OLS regression.

We employ discretionary accruals as our proxy for accrual-based earnings management. Following
Kothari et al.(2005), we include return on assets(ROA) as a regressor in the estimation model
to control for the effect of performance on discretionary accruals. We also measure the extent
of real earnings management by the sum of abnormal cash flow from operations, discretionary
expenditures, and production costs using Roychowdhury (2006)’'s models. We use disclosure
quality as a proxy of financial reporting quality data from our survey by asking analysts to

select the firms with high and low disclosure quality.
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The main results are as follows. First, our survey results indicate that analysts are mostly
satisfied when the firms report the exactly the same earnings as their forecast numbers since
forecast accuracy impacts on analysts’ career concerns and external reputation. This contrasts
with the results in a Chun et al.(2012)’s survey that CFOs prefer to report slightly beaten
earings to signal higher future growth prospects to the external investors. Second, analysts believe
that meeting earnings benchmarks relates to firm’s better growth prospects, management
credibility and stable operating performance in the future. Also, analysts thinks that meeting
analysts forecasts helps to maintain good relationship between analysts and managements,
even though CFOs do not agree with relationship incentives. Third, analysts reply that the
majority of firms are engaging in earnings management to meet or beat market expectations.
In contrast, only a few of CFOs admit that they would sacrifice economic value to achieve earnings
targets in Chun et al.(2012)"s survey. Also analysts state that they reflect the implication of
earnings management into their earnings forecast. Fourth, analysts think that managers use a
large set of earnings management methods to achieve a earnings targets, which involve not
only pure accounting discretion such as changing accounting principles or estimation, but also
real decisions such as decreasing discretionary spending, delaying starting a new projects,
accelerating sales, selling of fixed assets, etc. However, CFOs reply that they would not take
any accounting actions to meet earnings benchmarks, nor would they take real actions except
for decreasing discretionary expenses. Lastly, the results of empirical test using OLS regression
suggest that disclosure quality perceived by analyst is higher for firms with low level of
accrual and real earnings management.

This study contributes to the literature in several ways. This is the first study to ask directly
analysts” perceptions and views on managers’ earnings management behavior by survey instrument.
Especially, we observe that analysts and CFOs have totally different point of views as to the
firms’ earnings management to achieve earnings targets. This gap in opinion on earnings
management between information makers and users has not been addressed in prior literature.
Lastly, we document that earnings management have adverse impact on reliability of financial
reporting and impresses analysts as poorer financial reporting quality. Especially we use disclosure
quality collected from survey data as a dependent variable in the regression. This has not been
tried in prior literature that only focused on the relation between earnings management and
analysts” earnings forecast characteristics. In addition, this qualitative measure, directly assessed
by analysts” own experience and insight, enable us to explore new implication of impact of

earnings management on analysts information environment.

Key Words: financial analysts, earnings management, earnings benchmarks, real activities
manipulation, discretionary accrual
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