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B 3 &34

By N = ERa EZFHR P1 P99
RATE 1,159 14.091 14.000 3.114 4.000 20.000
EX RATE 1,159 13.743 14.000 1.359 10.000 16.000
DIFF 1,159 —0.355 —1.000 2.529 —5.000 9.000
DACC 1,159 0.000 —0.001 0.053 —0.142 0.138
SUS 1,159 0.180 0.000 0.385 0.000 1.000
ID 1,159 0.154 0.000 0.361 0.000 1.000
MTB 1,159 0.998 0.810 0.709 0.137 3.494
LEV 1,159 0.551 0.575 0.196 0.076 1.045
GROWTH 1,159 0.048 0.041 0.192 —0.735 0.743
SIZE 1,159 21.095 21.128 1.409 17.962 24.467
ROA 1,159 0.031 0.031 0.060 —0.192 0.184
AUDIT 1,159 0.732 1.000 0.443 0.000 1.000
FOR 1,159 0.150 0.107 0.146 0.000 0.645
WA
RATE 1 ZHAESH
EX_RATE : Alissa et al.(2013)2] &35 o] &a 74l &5F
DIFF PRSI 7IdAl S Ee] Aol
DACC  : A#Zd Ao
SUS D71dAl 85 Ho] B7] MRAESFEel Bt F TR ol o9 1, ofUd 09 #E /A=
SRR
ID (2] ERAESF Y A S5 Fe Aol7t T B oldtolH 1, oUW 09] # /HAE o
G
MTB CAZIA Y AR, (3T AR
LEV D EAME, R 2FA
GROWTH : A4 v &, (B7] & —#7m&d)/ 7 v &
SIZE 71 TR, FAREe] Adma g
ROA D ARkEol 9 g, BYlee] /7 2F ALt
AUDIT  : 7Pl BIG4e] &3kd 1, ofUw 09 gw]H s
FOR DI EARA g, A IAFATA/BFEETA
LR ST5H 7 &S HaA oz g T59 Aol & 7Tt SUSe| HiE 0.18=
73 = ol 71tiAlE- o] HEAETHET & 7199 71 18%ek= onlolth 4l
L5557 42 F=E Yehle IDWSE 01549 Hagks 7B At ol& oF 15%9] 7%l
EAESHH 7IHAl&5He] A|gth= Aolth
<% 4w HFEe] AURWAE HeEbd Foltt 7tiil &5 5] ¥R e ET & A5 1
o] F& 7R SUS W9} o] 2% =% 3|9 DACCE 0.0249] o= K +)9] #AE Hol
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FHBAANM e 7Mool YA Bou, tE FANTE nHs] B2 Aol

SUS: | 1D MTB; LEV; | GROW, | SIZE, ROA AUDIT, FOR:
DACC; |0.0201 |—0.047 0.050"| 0.022 0.035 | —0.001 0.288"| —0.026 0.063"
SUS: —0.207"" 0.053"|—0.316""|—0.092""| 0.253""| 0.051" | 0.1335""| 0217
ID:+4 —0.012 | 0.026 0.002 |—0.093""| 0.010 0.025 |—0.058"
MTB, —0.045 0.042 0.224 02907 0.3697" | 0.287"
LEV, 0.144™"| 0.12077|—0.326""| 0.062" |—0.242""
GROW, —0.027 0.336™"| 0.030 0.085™
SIZE, 0.032 03477 | 0.543™
ROA, 0.039 0.369™
AUDIT, 0.233™

1) wwn, wn, w212 1%, 5%, 10%] 255 7HdT
2) Wige] Ae <i 30 7]%H 9] glr.

Suspect Firms(a) Non—Suspect Firms(b 3
pect P & xtol(a)—(o)
N=991 N=221
s Ea b o B g e
0.0027 0.0013
DACC 0.0025 0.0000 —0.0002 —0.0013
t & | 05191 | Z 3 | 0.3849
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L, 714 29| #EZat
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CE 7> JHMESE—LURMESE LXF M 21t
ID,,,, =0B,+B,DACC,,+B,MTB,, + B,LEV, ,+ 3,GROWTH, , + 3;ROA,
+ B4SIZE, , + YD+ IND+e¢, 3)
<PANEL A>
B S| A S Chi—Square
bl 3.389 3.49°
DACC —4.041 4.00"
MTB 0.002 0.001
LEV 1.362 467
GROWTH —0.837 248
ROA 4.355 3.60"
SIZE —0.267 9.95™
YD Xx3t
IND Xx3t
Likelihood Ratio 56.538
<PANEL B>
B S| A S Chi—Square
bl 3.470 3.68"
| DACC | —5.284 3.02°
MTB 0.011 0.01
LEV 1.144 3.48°
GROWTH —0.656 1.57
ROA 2.427 1.30
SIZE —0.258 9.34™
YD Xx3t
IND Xx3t
Likelihood Ratio 55311
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3l AaPATto A A-g-3 2E-E o] 83} th(Fairfield - Yhon 2001 ; Penman and Zhang 2004 ;
Dickinson 2005).
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A A
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ADIFF, ., =0, + 8, DACC; ,+ B,DIFF, , + 3, DACC; * DIFF; , + 3;MTB, ,+ 8,LEV,

+B;GROWTH, , + 3,ROA, ,+ 3,;SIZE, , + YD+ IND+e, @)
E&HE t+1 t+2 t+3
# o 2 AHF t—value 3 AHS t—value 3| AL t—value

<4 —1.964 —1.08 —3.375 —1.86 —3.505 —1.97
DACC —17.201 325" —8.478 —3.84"" —7.973 —3.69"
DIFF 0.788 11.017" 0.675 9.48"* 0.621 891"
DACC*DIFF 4.723 5.2 3.864 4217 3.079 3427
MTB —0.274 —1.88 —0.010 —0.07 0.171 1.20
LEV —4.828 —8.28" —4.460 —7.68" —4.497 —7.91"
GROWTH 0.150 0.33 0.218 0.48 0.292 0.62
ROA 4.983 237" 9.577 4.57" 13.184 642"
SIZE 0.340 4.00"" 0.394 4.64™ 0.387 4.66™
Yb =% =% =%
D =4 =3 =3
AdiR’ 0.4486 0.4577 0.4867
F—value 2045 21.19™ 23,68
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A Study on the Relations of Earings Management
to Difference between Announced and
Expected Credit Rating

Yoo Jiyeon™ - KIM WOOYEOUNG™*

<{Abstract>

This paper is examines whether firms experiencing difference between published credit rating

and expected rating engage in earnings management activities. Also, we examine whether credit
rating agencies detect and reflect earnings management behavior to the credit ratings.

If the announced credit ratings are lower than expected ratings then the firms are undervalued
than their expected. If so they have difficulty financing then the firms have to an incentive to
improve credit ratings for expected rating.

This study verify that whether firms manages earnings when the credit rating agencies announced
lower than expected ratings. And analyze how earnings management are reflected in credit ratings.

Our sample consists of the firms listed on Korean Stock Exchange over the period of 2001 to
2014. The empirical results of this study are as follows.

We find more earnings management when the credit rating lower than expected ratings. The results
shows that difference between credit ratings and expected rating engage in earnings management
activities. Next year, the difference between credit rating and expected rating appear larger in earnings
management firms. This can be interpreted that the credit rating agencies have detected the activity
of earnings management and reflect on credit rating about the earnings management.

Our study is considered meaningful in that, extending credit rating and earnings management
literature, we verified the incentive of earnings management according to difference between
published credit rating and expected rating. Expected credit rating carries management’s incentives
to overstate or understate reported earnings in order to affect published credit rating. In addition,
we contribute to the literature by examining whether credit rating agencies reflect those earnings
management behavior and, in turn, whether the gap between published and expected credit rating

increases or decreases.

<Key words> Credit rating, Expected rating, Earnings management

* Ph. D. School of Business, Hanyang University, yoojiyeon@hanyang.ac.kr, First Author
#% Associate Professor, College of Social Science, Dongduk Women’s University, kimwy0l@dongduk.ac.kr,
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