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(MF=aE=E FA=E: Q) (Abed (& LN, P
:D) 2= ) A= M)
252 0 8 25 3 10 28 1 327
2003 3.97% 0% 0.13% | 0.39% | 0.05% | 0.16% | 0.44% | 0.02% | 5.15%
283 0 9 24 3 16 30 0 365
2004 4.46% 0% 0.14% | 0.38% | 0.05% | 025% | 0.47% 0% | 5.75%
2005 336 0 10 30 4 23 35 0 438
5.29% 0% 0.16% | 0.47% | 0.06% | 036% | 0.55% 0% | 6.9%
375 0 12 33 4 26 35 1 486
2006 5.91% 0% 0.19% | 0.52% | 0.06% | 0.41% | 0.55% | 0.02% | 7.66%
2007 396 1 11 32 4 33 34 1 512
6.24% | 0.02% | 0.17% | 0.5% | 0.06% | 0.52% | 0.54% | 0.02% | 8.07%
425 1 16 35 4 32 28 2 543
2008 6.7% | 0.02% | 025% | 0.55% | 0.06% | 0.5% 0.44% | 0.03% | 8.56%
2009 442 1 15 35 1 34 23 2 553
6.96% | 0.02% | 024% | 0.55% | 0.02% | 0.54% | 0.36% | 0.03% | 8.71%
459 1 13 35 1 36 18 2 565
2010 723% | 0.02% | 02% | 0.55% | 0.02% | 0.57% | 0.28% | 0.03% | 8.9%
382 1 11 24 0 29 16 0 463
2o 6.02% | 0.02% | 0.17% | 0.38% 0% 0.46% | 0.25% 0% | 7.29%
393 2 12 31 0 30 18 1 487
2012 6.19% | 0.03% | 0.19% | 0.49% 0% 047% | 0.28% | 0.02% | 7.67%
2013 396 1 9 20 0 34 16 1 477
6.24% | 0.02% | 0.14% | 0.32% 0% 0.54% | 0.25% | 0.02% | 7.52%
014 437 2 12 29 0 43 20 1 544
6.89% | 0.03% | 0.19% | 0.46% 0% 0.68% | 0.32% | 0.02% | 8.57%
2015 479 2 13 28 1 44 18 2 587
7.55% | 0.03% | 02% | 0.44% | 0.02% | 0.69% | 028% | 0.04% | 9.25%
.- 5,055 12 151 381 25 390 319 14 | 6,347
79.64% | 0.19% | 2.38% 6% 0.39% | 6.14% | 5.03% | 0.23% | 100%
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1. 7|&SA%
<& 2> FaWHF Hg e Al RS Bl ok WA 5 8 Ests COMPL
I} COMP2¥& o] ZHzb —0.0473 —0.0228 Vehda 9om, 95 —0.0283 —0.008 =
A= 3 ek
(B 2> J|&8AY
Variables N Mean Std dev. Median Min Max
COMPI 6,347 —0.047 0.064 —0.028 —0.464 —0.010
COMP2 6,347 —0.022 0.050 —0.008 —0.368 —0.001
FORA 6,347 0.085 0.108 0.045 0.000 0.581
FOREXP 6,347 0.378 0.303 0.329 0.000 0.993
SIZE 6,347 25.929 1.423 25.604 22.837 32.086
VoL 6,347 0.228 0.080 0216 0.089 0.465
LEV 6,347 0.425 0.194 0.424 0.067 0.895
MB 6,347 1.268 1.180 0.898 0.189 7.167
ROE 6,347 0.008 0.263 0.056 —1.669 0.420
FOR 6,347 0.072 0.119 0.015 0.000 0.569
BIG 6,347 0.546 0.498 1 0 1
MAR 6,347 0.507 0.500 1 0 1

comMp =AFAE ¥ 27} (De Franco et al., 2011)
FORA =3l 9| At/ Z A2t
FOREXP =3 9| Z&/Zm| &
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A A= AT 71T E(SIZE)S] AA A4 FRE 1,8009] F = AlAtEch 71 oy
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3. 3L A%

<E $0E M 119 AFeke FATRS ARAE vasksgel BA B A3 AAE
|18 gleh. #4294 S92 FFORA)T ATAE vl 7F54(COMPI, COMP)
e BAACR 1% W FeI3 ()2 WA tehta ek o) FAkAsh A TA Ee)

|a7ksdS Asfsta vk A& ojn] gt

2L

jud

CE 4 FHCHEEet MFA R HwItsdol A

<Panel A> ZH|Ctztsl ¥ 1 FORAGGH 2 XM | &)
COMP, = o+ (3,DIV,,+ Y, Controls, + ¥, YR+ Y, nd+e,

Dependent Variables
Variables COMP1 COMR2
B t—value B t—value
Intercept —0.146"" —4.00 —0.144™" —4.88
FORA —0.031™ —4.74 —0.014™ —2.67
SIZE —0.001 —0.78 —0.001" —1.68
VOL —0.208" —18.81 —0.146™" —16.37
LEV —0.043" —10.23 —0.030™" —9.02
MB 0.000 0.17 0.000 0.20
ROE 0.053™" 18.49 0.035™ 1522
FOR 0.025™" 3.44 0.016™ 2.68
BIG 0.001 0.49 0.001 0.90
MAR —0.018™ —10.73 —0.014™" —9.83
Industry Dummies included included
Year Dummies included included
Adj K 27.21% 22.47%
Num of Obs. 6,347 6,347

1) This table reports the regression results of the equation which examines the effect of international
diversification on the comparability of financial statement.

2) Refer to Table 2 for the variable definitions.

3) =, ** kx indicate statistical significance at 0.10, 0.05, and 0.01 levels, respectively,
test.

using two —tailed

4) To avoid the undue influence of outliers, we winsorize all variables(except for indicator variable) at the
Ist and 99th percentiles.
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B 4 IFCZzet WFAE HlWItsdel A (A5

%)

<Panel B> =H|Ct3L W4 1 FOREXP(EH 2T &H| &)

COMP,, = a+ (3,DIV,,+ Y Controls, + Y, YR+ Y, nd+e,,

Dependent Variables
Variables COMP1 COMR2
A t—value B t—value
Intercept —0.155™ —4.23 —0.146™" —4.93
FOREXP —0.004™ —3.60 —0.001" —2.31
SIZE 0.000 —0.24 —0.001 —1.57
VOL —0.208" —18.80 —0.146" —16.43
LEV —0.045" —10.66 —0.031" —9.36
MB 0.000 0.13 0.000 0.16
ROE 0.053™ 18.33 0.035" 15.18
FOR 0.023™ 3.20 0.015" 2.53
BIG 0.001 0.43 0.001 0.88
MAR —0.018"™ —10.56 —0.013™" —9.60
Industry Dummies included included
Year Dummies included included
Adj R 26.99% 22.38%
Num of Obs. 6,347 6,347

1) This table reports the regression results of the equation which examines the effect of international
diversification on the comparability of financial statement.

2) Refer to Table 2 for the variable definitions.

3) *, *x sk jndicate statistical significance at 0.10, 0.05, and 0.01 levels, respectively, using two—tailed
test.

4) To avoid the undue influence of outliers, we winsorize all variables(except for indicator variable) at the
Ist and 99th percentiles.

5, FEvEl 7193/ Bt A el tiEiA A F
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ojm|gitt. dH 7199 A E(ROE)H AFAE BlarbsA-S 98 oK (+)o #A = et

&(FOR)Z AFA & Hl7Fs/d 3 ol gk H+)2l A= vehdar e

2l 19 tigk RuEs a2 9 FEAA AR Qlste] AFAEe] ¥larlks

AR IS nH 1 JE AR B 5 Utk dAR Vg EAANS ATAR

H]| ﬂﬂ%@—% APATF(]NFT 0] 53 2018)9F A WHFS 71X gl Ao w Jehtth

<3# 55D K-IFRS E8io] FA|thztstel A FA 5 Hlwrbeid el Al 93ds x| 7}
= *Eﬁ%l# 7Hd 210l #3 ASAHRE AAlsta ok

<# 5> K-IFRS =20 =A|Ciztetet MFAME HuI7tsd 78 A Xl S

<Panel A> ZH|CH2EE H4= 1 FORA(GH XA F)

COMP,, = a + 3, DIV, + 3,IFRS,, + B, DIV,, < IFRS,, + Y, Controls, + ¥, YR+ Y, lhd+e,

Dependent Variables
Variables COMP1 COMP2
B t—value B t—value
Intercept —0.153"™" —4.19 —0.146"" —4.98
FORA —0.058™" —6.59 —0.034™" —4.80
IFRS 0.004 1.15 0.001 0.23
FORA+IFRS 0.059" 4.58 0.044™ 4.25
SIZE —0.001 —0.86 —0.001" —1.75
VOL —0.207" —18.77 —0.145"" —16.33
LEV —0.043™ —10.29 —0.031"" —9.07
MB 0.000 0.24 0.000 0.27
ROE 0.053™ 18.40 0.035™ 15.13
FOR 0.024™" 3.33 0.015™ 2.58
BIG 0.001 0.50 0.001 0.92
MAR —0.018"™ —10.67 —0.014™" —9.78
Industry Dummies included included
Year Dummies included included
Adj R 27.69% 22.90%
Num of Obs. 6,347 6,347
7) B AFoMe] BARNSEE Atk K-IFRS &% F W49 w3 <S(DIV XIFRS)o|t} 712
K—IFRS 19 E3E Auu7] flete] RYoM nsHFS Alefatar AFA % HlarbsAdd w4
T TS TAssth BAZ27 IFRS W] tiat Aleghe] BAH R Fogh oK(+)9 #k& 7Hh

[}

1= K—IFRS7} AFA % Hlarbsd& gole e aixd 4 vk
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1) This table reports the regression results of the equation which examines the effect of K—IFRS adoption
on the relationship between international diversification and comparability of financial statement.

2) Refer to Table 2 for the variable definitions.

3) =, #* k% indicate statistical significance at 0.10, 0.05, and 0.01 levels, respectively, using two—tailed
test.

4) To avoid the undue influence of outliers, we winsorize all variables(except for indicator variable) at the
Ist and 99th percentiles.

(<# 5 K-IFRS Q0| =AM Ctzatet MFAE Hwiksd ZF A0 Alxls g (H5)

<Panel B> =H|CIZta} B3 : FOREXP(3H 2|0l &H|5)
COMP,, = o+ (3,DIV,, + B,IFRS,, + 3,DIV;, < IFRS,, + Y, Controls,, + ¥, YR+ Y, ud+e¢,,

Dependent Variables
Variables COMP1 COMP2
B t—value B t—value
Intercept —0.182"" —5.05 —0.162"" —5.56
FOREXP —0.009"* —5.17 0.000"* —4.18
IFRS 0.007" 1.89 0.003 1.01
FOREXP*IFRS 0.004™ 3.72 0.004™ 3.67
SIZE 0.001 1.19 0.000 —0.56
VOL —0.210" —18.98 —0.147" —16.58
LEV —0.048™" —11.74 —0.033"" —10.24
MB 0.000 0.74 0.000 0.65
ROE 0.053" 18.35 0.035™ 15.20
FOR 0.001 0.57 0.001 0.99
BIG —0.018"" —10.50 —0.013"™ —9.54
MAR —0.018"™ —10.37 —0.013™" —9.54
Industry Dummies included included
Year Dummies included included
Adj R 26.88% 22.32%
Num of Obs. 6,347 6,347

1) This table reports the regression results of the following the equation which examines the effect of K—
IFRS adoption on the relationship between international diversification and comparability of financial
statement.

2) Refer to Table 2 for the variable definitions.

3) =, ** %k indicate statistical significance at 0.10, 0.05, and 0.01 levels, respectively, using two—tailed
test.

4) To avoid the undue influence of outliers, we winsorize all variables(except for indicator variable) at the
Ist and 99th percentiles.
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The Effect of K-IFRS Adoption on
the Relationship between International
Diversification and Financial Statement

Comparability

%

Dong Heun Lee” - Jun Yeung Hong"* - KwangBok Hue**"

{Abstract>

This study analyzes the relationship between international diversification and financial statement

comparability, and studies the impact of the adoption of K—IFRS on that relationship.
International diversification is measured by the proportion of foreign assets and the proportion of
foreign sales, and the comparability of financial statements is based on a measure derived from
the relationship between stock returns and earnings introduced in De Franco et al.(2011). By using
Korean firms listed on KOSPI and KOSDAQ from 2003 to 2015, we find that the level of
international diversification is negatively correlated with comparability of financial statements. In
other words, it can be interpreted that as the level of international diversification increases, the
comparability of financial statements is deteriorating. We also find that the adoption of K—IFRS
has positive effect on the relationship between international diversification and financial statement
comparability. This is due to the K—IFRS’ effect improving financial statement comparability
through the improvement of accounting uniformity and financial reporting quality, and it is
interpreted that the adoption of K—IFRS alleviates the loss of comparability of financial
statements due to international diversification.

The contribution of this study is as follow. Prior research on the relationship between the
international diversification and the financial reporting quality have mainly used accrual —based or
real earnings management as a proxy for financial reporting quality. However, this study is
contributing to the expansion of research on international diversification by presenting the
empirical evidence of the impact of international diversification on corporate environment using

* Associate Professor, College of Global Business, Korea University, lyys@korea.ac.kr, Corresponding
Author
** Ph.D. Candidate, Korea University Business School, ganjy@korea.ac.kr, First Author
=%k Agsociate Professor, Department of Business Administration, Dongduk Women’s University,
kbhur@dongduk.ac.kr, Co —author
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financial statement comparability as a proxy for the quality of accounting information. Moreover,
the financial statement comparability is one of the determinants of accounting information quality
emphasized by the FASB’s conceptual framework. Therefore, it seems to be meaningful that this
study analyzed the effect of international diversification, which is being accelerated by industrial

development, on the financial statement comparability.
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