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oji v} F AFelM ARG BeS FHSE AREE F71EE AR A Y A 150

URE A 21971219 713te| HE71He A AR D A 7R F 7979 73S AR

afo] Wt & o 7HA] 713k 23S I APt AR B U H T

(equally weighted market return)=r AFRSIAEY| o] BU/ISFAIAFAES AFEdlo] 13t Z23b49]

89 34371 Belg 2 gt WUF Ba999l AT AoHE e Aol

l



ZARRD XA ARl Rfolot Al&e| AHEH Bt 177

—
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ARl A9 EE M3 Slste] T8 BAlole) Alele] WA Tt ge Sl
§-0le] BYL olgste] LA
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QA AHE T 1407H 719 -de] 7
o AR Ao E37t (el
A= 7|dEe] 2EAHOR 7[R Q
the Holthol A& 5, 2007). oo whg} 2 A
APIRES 7|E0 R 101 U WS ALgalo]
AN 7199 AFARE 45 T fle A5l 2 s o =2 At Est WT/\]'?ﬂ‘ 71%*% -8
71902 sl om, ther1go] &3k fFo] FEIYo] &3 JET Aoldt Aol FAE dF
o &3t 7192 W8] o Ao w & AN AMEEE RES AR
AR 2178714 857K 71 8578 7194 -, 1l a Faje|S3e kel 217
719 5570 719 -3 olo v-gsks F7H8Q1 557l 719 -dez & 2807 71 —de] "ok

—

Holl digt At A2 A1 279 &zl o3 A1
T Bt AR gn Y] AN Fame it AHE 7
L J 549 2@ AAAZ FEoF & B} gl
= —% PG_O_E 9] 1407H 7]04 -4 rﬁs}oq

_4

E 2> AAMel N7 tiSI|™¥el 7| =SAE

Panel A: 27/Z2d0lZ2 AlFol 2lgh ZAtel X7t O 37

| mE | EEs | se@t | 5% | AR | 7% | s

W19l A471% (=857 7191 -
Ret 0.011 0.556 -1.162 —0.405 -0.022 0.306 1.630
Farn/TA_, 0.028 0.080 —0.394 0.005 0.022 0.056 0.252
InTA 18.569 0.864 17.149 17.947 18.467 18.955 21.233
Grouwth(%) 5.689 40.279 —74.506 —12.392 3.480 16.808 296.741
Leverage 1.517 1.460 0.123 0.671 1.131 1.794 7.859
Beta 1.062 0.384 0.229 0.789 1.051 1.304 1.904
Firmage 28.5 10.9 6.0 20.0 26.0 37.5 54.0

71 (N=857} 71—

Ret 0.069 0.618 —2.142 —0.303 0.022 0.433 1.600
Farn/TA_ | —0.070 0479 -4.010 -0.014 0.017 0.048 0.155
InTA 18.500 0.873 17.219 17.870 18.362 18.825 21.154
Grouwth(%) 0.076 28.800 —99.600 —14.050 6.356 16.348 66.989
Leverage 1.802 1.895 0.030 0.644 1.156 1.994 9.840
Beta 1.063 0.838 -0.395 0.532 0.801 1.427 4.389
Firmage 29.0 11.8 11.0 20.0 28.0 38.0 79.0
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B 2> MR XIF7IY t87Iel 71 28AHE (AS)
Panel B : 2at|2TtCt AbRoll 2/5F ZAle! X|™7|dnt O 7Y
| mE | EmEn | se@t | os% | A% | 7% | s
AR A7 N=5570 714 —'d)
Ret 0.312 0.557 —1.206 -0.045 0.295 0.610 2336
Farn/TA_ | —0.007 0.053 -0.190 —0.025 0.003 0.012 0.216
InTA 19.165 1.342 16.934 18.049 18.928 20.111 22.326
Growth(%) 17.712 16.671 —16.553 4.953 13.232 28.670 71.775
Leverage 4.357 2.191 1.049 2.404 4.065 6.140 9.013
Beta 1.179 0.565 —0.196 0.765 1.265 1.577 2.399
Firmage 29.6 10.8 12.0 21.0 29.0 36.0 65.0
d-&719 (N=5570 714 -
Ret —0.047 0454 —1.180 —0.304 -0.072 0.205 1.481
Farn/TA_, —0.001 0.091 -0.428 0.002 0.012 0.032 0.205
InTA 19.301 1.377 16.996 18.409 19.067 20.284 22.331
Growth(%) 5.919 20.108 -62.018 0.424 9.582 16.540 49.521
Leverage 1.650 1.128 0.330 0.697 1.478 2.213 4.735
Beta 1.025 0515 0.011 0.647 1.070 1.378 2.602
Firmage 30.7 11.6 13.0 21.0 29.0 40.0 64.0
D RaE R0 FRRNFARLERA A FlBAA EWIERT ARFEE A7)
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<H 3 AR XFo| thet CAR—2R/BE0IEE7|Y

2Afel REIIY (N=85) | 2R g ol (N=g | O R R SIS
gz | t# gz | @ Aol | t#
g A ZAlel XHY © 7URE sl2UiAle] CAR
0.001 0.147 -7 0.002 0.348 —0.001 -0.136
0.002 0.341 -6 0.004 0.575 —0.002 -0.179
0.012* 1.520 -5 0.008 1.091 0.004 0.373
0.015* 1.529 -4 0.003 0.327 0.012 0.962
0.013 1.234 -3 0.000 —0.035 0.013 0.972
0.013 1.234 -2 -0.010 —0.975 0.023 " 1.565
0.012 1.185 -1 -0.015 —1.266 0.027 1.734
0.020*™ 1.837 Event day -0.018 —1.361 0.038 ™ 2.228
0.024™ 1.942 +1 -0.010 —0.695 0.034 ™ 1.785
0.021" 1.547 +2 -0.010 -0.678 0.032" 1.541
0.023 ™ 1.677 +3 -0.015 —-0.840 0.038 ™ 1.704
0.022* 1.438 +4 —0.020 —1.013 0.042 ™ 1.680
0.029*™ 1.852 +5 —0.020 —0.941 0.048 ™ 1.862
0.032" 2.114 +6 -0.013 —0.626 0.045 ™ 1.755
0.026* 1.865 +7 —0.009 -0.492 0.036" 1.500
we B: Zatel XM MF U 7|2 Sk CAR
0.026™ 1.865 -7 ~ +7 —0.009 -0.492 0.036" 1.500
0.031* 2.305 -6~ +6 -0.014 —0.709 0.046 ™ 1.862
0.027 ™ 2.111 -5~ +5 -0.023 -1.142 0.050 ™ 2.084
0.010 0.837 -4 ~ +4 —0.028 —1.489 0.038 ™ 1.705
0.009 0.896 -3~ +3 -0.017 —1.198 0.026" 1495
0.009 0.922 -2~ +2 -0.010 -0.939 0.019~ 1314
0.011" 1.471 -1~ +1 0.000 0.001 0.011 0.952

) CARE A RPOZRE vehes 238 K AAYd 74 A%E 79 §
S FAT goltk 7 AAkE o] FAY A 15097 2197449 7131 d
7R AglEdl st FFAshe ARFCERES B4E o]ddte] ST

2) wan, wx, wE GEHF OB 2 1%, 5%, 10% Sl Fol g

F7HH o R <3 3>9| wAH T doll= AR 27|99 CcARZF U871 CARET} f<]
SHAl 2415 A% A4S FAISHATE Panel Aol|A] [-7,-2] 717 [-7,+7] 7IZ7EA] CARS]
2ol BT 10% -2 5% ©lste] =t A fFosHl Yelhtar 91o™, Panel B = [-1,+1] 7]3F
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27193 2 8714l tg Aol

<CE 4> ARl XFo| gt CAR—FRHI S|

[e]

>
anel XEole (N=5) | 2R g slg N=sg) |9 RSB SIS
gz | ¥ gz | % Aol | t#
el A ZAtel AEY © 7URE AZANKIC] CAR
—0.006" —1.307 =7 —-0.008" —1.485 0.359 0.252
—-0.004 -0.751 -6 —0.004 -0.458 0.002 —0.005
0.001 0.179 -5 0.002 0.215 0.002 -0.041
—0.004 -0.428 -4 0.001 0.095 0.000 —0.374
—0.010 —0.994 -3 0.004 0.447 0.000 -1.033
—0.004 —0.371 -2 0.002 0.230 0.000 -0431
0.002 0.246 -1 0.013" 1.583 0.000 -0.817
—0.005 -0.493 Event day 0.019™ 1.790 —-0.005 " - 1.635
0.002 0.137 +1 0.022* 1.936 —0.005 —1.242
0.007 0.533 +2 0.022* 1.778 -0.014 -0.774
0.007 0.475 +3 0.021* 1.580 -0.014 -0.715
0.011 0.766 +4 0.019" 1.381 —0.006 —-0.406
0.010 0.711 +5 0.021* 1.428 —0.006 -0516
0.007 0.444 +6 0.026* 1.640 —0.011 —0.848
0.003 0.169 +7 0.029* 1.892 -0.011 -1.219
o B: ZAtel NFY ME UF 7 Boke] CAR
0.003 0.169 =7 ~ +7 0.029* 1.892 -0.024 -1.219
0.013 0.815 -6 ~ +6 0.034™ 2.179 —0.024 -0931
0.014 1.025 -5~ +5 0.025* 1.584 —0.020 —0.508
0.010 0.722 -4 ~ +4 0.018 1.272 —0.020 -0.399
0.011 0.861 -3~ +3 0.020" 1.399 -0.014 -0.502
0.018" 1.497 -2 ~ +2 0.017" 1.591 -0.014 0.008
0.005 0.576 -1~ +1 0.020™ 2.307 -0.014 -1.159
D CARE A1 BYozRE Uehhs 338 ARl AL 79 AR 79 F74R 98 BFEaso)
2 FHT goltk F WAE o9 ALY A 1509RE 21Y7A 9 717h) ek QEgelES 5
NERd A Bl thete} Bske AP 2NE ] B4E ol 8ate] 2490
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oA frelek
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7R 25 A9 K9] CARES Feolal SIth Panel BN = ZAI] A171949] 75 2E
713kl tiste] el @ K2l CARE HolA °—‘%1u¥ &7l Arele [-4,+4] 71kt A
shale B frefAel K9l CARE JERLL S

ol g Ak afAdulEel AR A% 719el EH?SL <3 3>9| Arehs Yol Ao
H & ARRR AR A H = Bl AR drE AR fARle] A E = 2
AR A #AA 0 WSkl Sles & 4 Tk ey <3 3>k gl ARl A%
o] CARS 1 1871499 CARQ z}o]l: [—7event day] 717+ A|&Jetns BE 7|74 EA
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o

A=)
T2

7]
Al
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) 2 7HH, Pand BN E A th87199) CARZE Ml Aol Hlgte] Zatel AA7] )
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CIEE Aok < >l s B A g ol el < s2ol i X

7199 cAret 11 te7I]del CARS Aole A9l tiF-Ee] A% vl Aoz yehta

S ole < 4>clM FAEERT AR X719 CARS’Jr 3 Wg714] CAR Aol H]

FIHQ Aol7k <E 3>olM AR ] AY/AT 1 U1 Alole] felHel
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CE 5 AR XIFol| thet CAR—FHI|Y

Zatel X|H7|43} o 37|

Zatel RIM7|Y (N=140) | YR S 712 (N=140) ) 2 o

gz | t# g7 | t# Aol t 2t
g A ARl RIHY ® 7URE UMK CAR
—0.002 —0551 =7 —0.002 -0.578 0.000 0.026
0.000 —0.062 -6 0.001 0.141 —0.001 -0.148
0.008 " 1.397 -5 0.005 1.014 0.002 0.290
0.007 1.090 -4 0.002 0.325 0.005 0.611
0.004 0.504 -3 0.001 0.231 0.002 0.234
0.007 0.868 -2 —0.005 -0.754 0.012 1.149
0.008 1.138 -1 —0.004 -0.477 0.012 1.131
0.010 " 1.332 Event day —0.003 -0.377 0.014 1.159
0.015 ™ 1.719 +1 0.002 0.248 0.013 0.953
0.016" 1.590 +2 0.002 0.216 0.014 0.942
0.017 ™ 1.656 +3 —0.001 —0.047 0.017 1.117
0.018" 1.630 +4 —0.004 —0.340 0.022 1.295
0.022 ™ 1.952 +5 —0.004 -0.253 0.025" 1.409
0.022*" 1.998 +6 0.002 0.170 0.020 1.106
0.017 ™ 1.625 +7 0.006 0.422 0.011 0.680
T B: 2Rl XY ME UH 7|2 Sete] CAR
0.017 ™ 1.625 -7 ~ +7 0.006 0.422 0.011 0.680
0.024 ™ 2.328 -6~ +6 0.004 0.318 0.020 1.130
0.022 ™ 2.317 -5~ +5 —0.004 —0.305 0.026" 1.550
0.010 1.106 -4 ~ +4 —0.010 -0.784 0.020 1.279
0.010 1.244 -3~ +3 —0.002 -0.235 0.012 0.923
0.012 1.666 -2~ +2 0.001 0.099 0.011 1.060
0.008 " 1.505 -1~ +1 0.008 1.265 0.001 0.081
D carE A% R ozRE ehhe A8 BARl A4 79 ARE 79 S A8 HF 2o
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Different Reasons of Mandatory Auditor

Designation and Market Responses to Them

Se Yong Lee"

<{Abstract>

Mandatory auditor designation is an exceptional policy that allows the government to intervene in
the free audit market by designating auditors with its own decision. To evaluate the effects of
mandatory auditor designation, researchers have used two streams of research methods :
discretionary accruals by and market response to mandatory auditor designation.

Research on discretionary accruals show that discretionary accruals have changed differently
with the causes of mandatory auditor designation. However, market response research has not yet
examined whether market responds differentially with the causes of mandatory auditor designation.

Therefore, the purpose of the paper is to investigate whether there are different market responses
to the auditor designated firms according to the causes of mandatory auditor designation. Especially,
this paper considers two causes of mandatory auditor designation : the separation of ownership and
management and the high debt ratio.

The results are as follows. First, market responds positively to mandatory auditor designation
when the designation is due to the separation of ownership and management. However, market
responds negatively to mandatory auditor designation when the designation is due to the high debt
ratio. Second, ERC, estimated from return —earnings model, decreases to the year of mandatory
auditor designation, for three years, but increases for three years after the year of mandatory
auditor designation.

In brief, the results implies that market responds differentially, in the very short window, to
mandatory auditor designation with the causes of mandatory auditor designation, but that market
responds positively, for long window, to mandatory auditor designation, irrespective of the causes of
mandatory auditor designation.

<Key words> mandatory auditor designation, market response, cumulative abnormal returns, CAR, earnings
response coefficients, ERC.
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