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202192 o8] Amuprtolg 235 —19(0l3), ARU9)Ee F-F4 L
19, ofy VLS fAte] dS5s] 5 BG4 Al Aoprta 9}‘3}
Bolle, ZRUVIE Qlote] tiHEE & & gle JFo R Qstd, H
ko 2 gt 7|F syt et 9la, 12 Q8|4 Zoom S webex 52 ﬂ &3] o] AE3)AL
HuF7He JYepl o ik Wb ALS A A2l R R J_J A ZEol Aokl uhet A
o 42 2] As HFre BIANS Aq )l E AFE Z2UH9R Q] 3y
St do] o A7IET A A 79| AEE 7N g b V|9 tide R A A
“d(Economic policy uncertainty, EPU)| ¢+=57]9 2] FALE & nx|= G tialiA] 3
o= AmE 3z}t gk
A7 A o] =2 AL Baker et al.(2016)°l] oJaiA Z} =7PE A S X7 HEE $
S S A AF7} o] Fol A ghth H 2] AAF AL BN BAA A ek A
F7RES-3 F71A 5 d(Pastor and Veronesi 2012, 2013), =7FHE29 & Jin et al. 2019), AFH
fH]S(Li 2019), 2=A13] 3] 9/(Nguyen and Nguyen 2020), A} 54| 3%2] B]17}&/d(Dhole et al.
2021), ©]219] Z(Yung and Root 2019 ; Bermpei et al. 2019) 5ol thafjA thtaiA A5 438
3 kvt O F v=RTIge HACE AAE AL 9443 BT A A4S A4
gt Gulen and Ton(2016)° A= AA1g A o] B o] HE4E FAFEI} F2 8] 743
= ACZ YL, Xu(2020) A o] Bl Skl et AR zgm] o] Ftet
olZ Q& 7|gW galgso] AasheS Husieith tEo] AAY A B3 A=A
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THEHE 2020).

2) Yung and Root(2019)= =7V H|mATFE FP& ¥
EPU7} o]9jz7g ol wAl& Gl a4 Od%é}a’iv}.
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7b AstE] 3, o] 2 QIsiA o o] HAEo] It BT oHed ThsAdo] 2
i, BeAE ol 919 713 ® AtobA] Feld FAE AR TheAol ok vbeF At
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A= FESFCHAI &7, market discipline hypothesis). b4 o]= AP Ao 2 wFgkd
d7] A ASA SN IA gt AdtEn webs B AFe AAF A B FARE
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1. AAA R 2347 BE YT

BAG A ] BEFAAL oHAERE AL AAH o] uiHod s Tk Ho
24, Baker et al.(2016) A A o] B34 F7le] AAZAAMF = JeFS v|x] L, 7]
A 7IgFol® GFS vE F AS5S BB o83 AT o] F AA 9} A FiEokel| A
BAg A e gl tek AAA &3t dhafiA] vt APl 42 s ¥
#] Pastor and Veronesi(2012)€ A XA 121 AA|A A B4 slolA 717} s4eksta ¥
B40] T7hehE A5 1 %, Gulen and Ton(2016)2 1=17|9S tido = ZAA A &
497 FatRel sl A4S AAIgE Az, AAA A o] BEado] AskdS =
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e flo] 7] Wi FARTRE AT AR UrF/P)"’% o} H] =gt AT E Bonaime
et al.(2018)> A H o] B o] EoldTrE 7|9 < J%—E— sk Hustan o
Eo] Xu(2020)% "57]9S ez 2 A B 7199 A A

TMAAN ZFH o2 JAgFS A S Hustsith ’31, ZAAE ] EE4dgde

ofell X Gl thal A A3 Nagar et al.(2019)= A1 Ao B £x4212] ALZ
ol JgS nAHAM - EAZY =(Bid-ask spread)S F7HA7] 2, A o7 Ak
FAE S7MAFE Bl th tE9] Nguyen and Nguyen(2020)2 74 A% 2 o] &8
gEw 7L dFS uS FHaE e G ue A5 2A89E St dF
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AR A ] B0l 719e] AFE ] Ao nX]= G| e AFEA S e 2
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& 74435 B33kt Yun and Chun(2021) 32793 iAo 2 A4 Ao Bahaiol
)=} =
o
3]

oty
L
AL ol

1/1

Jﬁ
1{[‘4 _4
[rA T DR R -

5
o

T

-

AN PlAE GFE BASlel, ZAP A BHAY FHB5E PANEED] 7

Z O 2 ENLTE Dhole et al.(2021) A A o] EgaJo] sl wel Al FA|Ee

ae
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Biddle et al.(2009)2 71942l 545 o83t} HuhFAal F2 FanFAr) dojd 7sde
& A% Hosta, AFRDELY we FAZLGe] WA B o}ait‘r 443,

1EFALE JHFEA Thedo] e 73%’— el 7219 T( )«1 ﬂrﬁﬂ, Iha
Foll= FanFaps B(—)e BAE
ot AAeRd Tt g A A
Ao mEd 4dES 3L
s o AFEHuFdo] & VY 7%1%%%% A0 d¥E 2
HkA 8l - A2 (2012)S Biddle et al.(2009)2] HPES o] &35} <]
&40 mA = ST A 244, 94 ANEAAL A EEo] TEF
T ()e WA, HaFA APk F(H)e BAE BTl 959
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A3}, A WelM e 4 3*201 7kl weh A FAE S A, T’]r/\ % *J%*
W 714 3 B FE A gevta FAsT FAY 2o16)E el A A= 9
¢ FAEE e A A8 £42 3, =97] 712 A E
oF 22 v EEAQ FARHE Holx|vh A=r] 7Y A FA H =y
AWl 71 3 BB =
E%‘ﬂﬁﬂr 7] 719 FAEEA
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APATe AP A BdAo] AEe4s 23ld AR E Hé A FARTRE e
A2 S F431% tHGulen and Ton 2016 ; Xu 2020). T &0} xﬂ% Aol BEAAo] sl 719
olele] Aol n|X|= AYPATFE Ao HH, o]l A& FHAT= ﬁ:["(El Ghoul et al. 2020)
9} o]9]e] A& TAAZIttE Y4 (Yung and Root 2019 ; Bermpei et al. 2019 ; Dhole et al.
2021)7F &St slo], o] 9] dof nX| = FaF HHdste] dHEA| & ASAHE Hast
Itk gEe] BAF A A0l st 719 dHFer g tiH|sh] $oto]

JekS JER) L ¢l oM (Ngyuen and Ngyuen 2020 ; Li 2019), AHHA FA]

Z7M78 Hasla 9 th(Nagar et al. 2019). APATLS 7|uko 2 dAdts] & uf, A4 =

T 7199 FAEEA nA= 9 Bste] AAF e Bl 4lst

A 2 B wEol AsE L, ) - A RTARe) A B AALE] &
AS vRo R ato] a|B7|de] A B4 dae &8st e FAE

U EAFRE /A0, 2AY A0 B35 SARSAEEAHE B(He B

AE vehd Aoz fetdt) ol AGAE AAR Ao B E 7M.z ERlvke] A=

(Hope and Thomas 2008) A2 7Hs/d ¥ AZ2H i, AEAte] 25 Fel & dlxge +
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q, A5A % B Az o vehdt,

{Table 1> Sample Distribution

Panel A : Sample selection

Selection Criteria No. of Obs.
Firm—years listed on the KOSPI market from 1997 to 2019 15,995
Less : financial firms (1,105)
Less : firm—years with Non—December fiscal year—end (1,038)
Less : firm—years without financial data (48)
Less : firm—years with missing data regarding variables (3,748)
Final sample 10,056
Panel B : Sample distribution by year
Year Frequency Percentage(%) EPU
1997 275 2.73 71.746
1998 281 2.79 78.242
1999 307 3.05 51.096
2000 326 3.24 91.839
2001 337 3.35 119.363
2002 362 3.60 109.401
2003 369 3.67 165.823
2004 382 3.80 131.554
2005 401 3.99 68.640
2006 418 4.16 90.741
2007 428 4.26 82.569
2008 442 4.40 140.708
2009 454 4.51 147.083
2010 465 4.62 148.725
2011 482 4.79 167.026
2012 491 4.88 163.275
2013 514 5.11 130.609
2014 535 5.32 81.882
2015 541 5.38 128.247
2016 547 5.44 188.809
2017 556 5.53 160.772
2018 569 5.66 145.204
2019 574 5.71 257.362

Total 10,056 100.00




ZHERe| 28ado| 7ol FAgEdo Dxls g

(Table 1> Sample Distribution (H%)

53

Panel C : Sample distribution by industry

Industry

Frequency Percentage(%)

Manufacture of food products

Manufacture of beverages

Manufacture of tobacco products

Manufacture of textiles, except apparel

Manufacture of wearing apparel, clothing accessories and fur articles
Manufacture of leather, luggage and footwear

Manufacture of wood and of products of wood and cork ; except furniture
Manufacture of pulp, paper and paper products

Manufacture of coke, briquettes and refined petroleum products

Manufacture of chemicals and chemical products ; except pharmaceuticals

and medicinal chemicals

Manufacture of pharmaceuticals, medicinal chemical and botanical products
Manufacture of rubber and plastics products

Manufacture of other non—metallic mineral products

Manufacture of basic metals

Manufacture of fabricated metal products, except machinery and furniture

Manufacture of electronic components, computer ; visual, sounding and

communication equipment

Manufacture of medical, precision and optical instruments, watches and clocks
Manufacture of electrical equipment

Manufacture of other machinery and equipment
Manufacture of motor vehicles, trailers and semitrailers
Manufacture of other transport equipment

Manufacture of furniture

Other manufacturing

Electricity, gas, steam and air conditioning supply
General construction

Specialized construction activities

Sale of motor vehicles and parts

Wholesale trade on own account or on a fee or contract basis

440
82

18
116
220
66
33
319
102
1,090

519
363
378
720
155
631

69
307
452
685
138

73

43
142
463

32

11
655

438
0.82
0.18
1.15
2.19
0.66
0.33
3.17
1.01
10.84

5.16
3.61
3.76
7.16
1.54
6.27

0.69
3.05
4.49
6.81
1.37
0.73
0.43
1.41
4.60
0.32
0.11
6.51
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(Table 1> Sample Distribution (H%)

Industry Frequency Percentage(%)
Retail trade, except motor vehicles and motorcycles 184 1.83
Land transport and transport via pipelines 179 1.78
Water transport 83 0.83
Air transport 34 0.34
Warehousing and support activities for transportation 81 0.81
Publishing activities 37 0.37
Motion picture, video and television programme production, sound recording 72 0.72
and music publishing activities
Broadcasting activities 27 0.27
Postal activities and telecommunications 37 0.37
Computer programming, consultancy and related activities 99 0.98
Information service activities 83 0.83
Professional services 626 6.23
Architectural, engineering and other scientific technical services 50 0.50
Business support services 62 0.62
Education 23 0.23
Sports activities and amusement activities 57 0.57

Total 10,056 100.00

2. RAREA W50 54
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£ < Biddle et al.(2009)°14 A AIg WS o] &5kl FNFEATFSH(OVER)S 574 ¢
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HHFAZFS(OVER)S] S a3t 2ok A4 282 tdez A5 2 d544
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3 g = &9 ] A (http://www.policyuncertainty.com)ol| A1

Sl=re] AAA B2 AFE Z3|ste] W S| o] &gttt FAIA Q] S WHE Sot

A, AR, LA, A, d=LE, d=4A 5 67 AT o]k, B, Al
[}

Q
LA AA §of T AW, Ao, o3, dH, 2=A4, A, F=2d, T2, AAL AAFY

B e AAg A BeAe] FAREAY nAE G oD AL P2 98

AFmP e okele] 4 (1)7 Bk

CAPEAXZ',H]: C?O‘I’ B]lnEPU,‘,tH‘F BzOVERm+1+ ,83lnEPUi,t+1 * OVER,;;+1+ B4MTBZ',¢
+ B5AGE;; + B6DIVi;+ B1SIZE,+ B 3ZSCORE;;+ B9OCF;,+ £ 10LOSS;;
+ BUTANG;,+ B 12OPCYCLE,;+ 8 135tdOCF;;+ B 1astdSALES;,

+ B 155tdCAPEX;+ 3 16IND _K;,+>IND+ ¢ ;; (1)
CAPEX =AEZA &3 A3 e g 7|z22te s Ur 3
ImEPU ~ =Baker et al.(2016)2] A2 E344 A AA20E HE 3t

4) HZ9 APAF= AAA B A A B A LA FA|(Nagar et al. 2019), ZA4 3] 7
(Nguyen and Nguyen 2020), A} F#| 3% 2] H] 2 7}5%d(Dhole et al. 2021), ©]21 37 (Yung and Root 2019)
o thafl A AEEA-S 4348 vl Ut} wekA] Baker et al.(2016)2] A4 B4 2922 g&3)
of 7} 7P R gged A77F FdE L e delth
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OVER =Z24 gy dF 9 AFAAA4E 182 108959 BAu g —1'S F3 3o
1029]572] B2 07 1Ato]9] jho 2 23 3%,

MTB =ZAE] AR E FARS] FEIRAZ Y &

AGE :%XJOS# ;

DIV =37 F W% 19 #E 7HE grjds;

SIZE :%XP&OH X}OSE:L% H ot gk,

ZSCORE =Altman(1968)2] Z A< ;

OCF =9gddgdEor Q3 AFZES Yo Y 3

LOSS =7)eEARd A5 19 #2 /HAE rdSs;

TANG — =f3AE FAICE e &,

OPCYCLE =" Z&AA3 A7t} AuAsta d7|ztke] ol AAd=aE 3 3

sdOCF  =%9A8Fo 2 g dFa g9 A d= FFAA] QA28 A g,

stdSALES =viZ&d9o AA /A FFHA AARTE S 3},
stdCAPEX =CAPEXS] HAA 5/09 % EFHA ] AARIE HI 3

IND K =HHF55HAE FAE] A7 Z Y 3o A=l H
IND =2kqEnH S
5 =Zk=}8)

Z&W 40l BT R(CAPEX)E Biddle et al.(2009)2 7|¥ho. & 2}EA 2] &3} o 27)dn] <]
= 7|2FARIC R e gt 2 St AAA A (IEPU) HHFA Vs (OVER)
HAFE ol Aol e SRS o] 88l gt FArAbAR o] BRI el ek WA
%, B&AoR AFATH OVERS 27| FARTES = folg #AE HolA| &g Zlojn,
Fare A A o] E&A o)A ol FAA ] H x| J&S wethd OVERS Ap7] FANTE =
Folgt F(H)e BAE B Rolthd g 9 2014). 3, | ExpFsAo] 7 e A
(OVER=0)l A4 B o] 7] FAGFR| J&S FTA mEPUS AlGgke] frelsHl
vehd lolth. FAIA 02, EPUS] AlF#ke] ol H(+)o2 Uit 7% AAA 22844
o] £& A FAFEI} EoldezN FAgEA ] SUIsH, fod H(—)E YEE F¢
% AA skl FAEEA ] RolAl = Ao R AT 4 gl wg Ao FEArsA ol
7V =& ZA-HOVER=1)dl| 7AA &g o] 27| FAtRel| da& £ mEPUST OVER
o] wzgke] Alegkel frelatAl vebg Aol olef gt A9, mEPUS] AlF3k3 InEPUSE OVER®)
o] Aggke] ol g ()R vehduy AAd B3] & A4S AUlFEAE
&/d0] otk Ag onlatH, Wi &2 fofg H(+)o2 Vel 7§ AAA

SHaldo] ol wet FAE &Aool YolAl= Ao R M 4 it

l
M,

5) o] thirEol B F A gk A& d 7o) Biddle et al.(2009)E 7|¥te 2 BEAF S-S 24 8la
o], B AxE AgATee vl urtsAdS 3617] 9814 Biddle et al.(2009)°] @t 7149 FAE
9% SHAT
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T8 BANTE AgAdFolA AAT FAEE TS vXE VI 54E HeE A
% 3HH(Biddle et al. 2009 ; 474t 9 2014). 719<] A w2 J&FS A A8 FA
o] A —AHBE(MTB) 4FAG(AGE)E ATEF 23t 71 FAE TS T4
317] 9l B7) wld A (DI E BANSTE Edsta, 7190l T4l 7hed Ao H =g 54
at7] 8l 714 R(SIZE), Altman(1968)2] Z A 4~(ZSCORE), At ] 49dass vl &
(OCF), 37| £45(L0SS) B A tiv] @A ¥ &(TANG) & ATEF ] £33t 7]

JAAFEE ETH2N(stdOCF) 2 &Y EFHANstdSALES) S SARTFZ
5o EFHAKstdCAPEX)E FA8te] FAPAEA o wha} Fxpat e nj3 4 9l F
2 SAgT) npA e 2 Ao 5AE BAlSH] 8l A A= i AHEFZ(IND_K)<
)‘\—]_

AEFE FEF 7159 2G| HEUND)E AT E3teit]6)

Hel FPHTA wE FatRd vE = sle = SAS] Ad ddF71(OPCYCLE),
Ry _:LJ:

o
2

V. AFEA Az}

B Ao g F8 W5 71E5 AT <Table 2>0l|A] AlA gt} 2 Ao &M
9l 27] BATFE(CAPEX, )9 B3 74362 2424 00402 0.0260] ). ol & & Aol ¥3

HELS TARE U] oF 4% F =5 AHEA A& AF7dH o FApgthe Aotk &
T-o #SA F 70%2] 710l iR AR 2T, oF 22%2] 7]§jo] BT 4ol WAyt
Ak EFx4E the] JAFAFEE ¥ S(0OCFH)L Hit F 5.3%, AT ] K3 A4F B E(TUNG)
< B °F 19%, YAT7I(OPCYCLE)= 31t °F 47401, thF-29] F8 ¥WFSo] o 9
(0149} fFARGE 225 HolFrh

6) BE ¥Fe 99 J3F= A Hstd Bt 1% Tl FERE 24 (winsorizing) .
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(Table 2> Descriptive Statistics

Variables Obs. Mean Median S.D. Q1 Q3
CAPEX; +, 10,056 0.040 0.026 0.056 0.009 0.058
IMEPU, +, 10,056 4.829 4.879 0.369 4.508 5.080
EPU, +; 10,056 123.639 130.609 38.630 82.569 148.725
OVER; +, 10,056 0.430 0.444 0.236 0.222 0.611
MTB 10,056 1.096 0.758 1.100 0.465 1.285
AGE 10,056 20.645 20.000 11.510 11.000 29.000
DIV 10,056 0.706 1.000 0.456 0.000 1.000
SIZE 10,056 25.585 25318 1.749 24.347 26.531
ZSCORE 10,056 2.502 1.937 2.644 1.182 3.021
OCF 10,056 0.053 0.054 0.116 0.007 0.106
LOSS 10,056 0.218 0.000 0.413 0.000 0.000
TANG 10,056 0.190 0.164 0.135 0.088 0.266
OPCYCLE 10,056 4.684 4.732 0.657 4377 5.073
stdOCF 10,056 0.054 0.043 0.040 0.028 0.066
StdSALES 10,056 0.171 0.122 0.173 0.070 0.207
stdCAPEX 10,056 —3.611 —3.580 1.191 —4.323 —2.856
IND K 10,056 0.964 0.338 3.290 0.139 0.796

Notes :

)

Variable definitions : CAPEX=The sum of net cash outflow for capital expenditure and research
and development costs scaled by lagged total assets ; /lnEPU=Natural logarithm of economic
policy uncertainty index of Baker et al.(2016) ; EPU=Economic policy uncertainty index of Baker
et al.(2016) ; OVER=The average of deciles ranks of cash and cash equivalent divided by total
assets and total liabilities divided by total assets ; MTB=Market value of total equity divided by
book value of total equity ; AGE=The number of years since the firm was listed on the KOSPI
market ; DIV=Indicator variable equals one if the firm pays dividends, and zero otherwise ; SIZE
=Natural logarithm of total assets ; ZSCORE=Altman’s Z score ; OCF=Operting cash flow
divided by sales revenue ; LOSS=Indicator variable equals one if the firm’s net income is less
than zero, and otherwise ; TANG=Property, plant, and equipment divided by total assets ;
OPCYCLE=Natural logarithm of the sum of the number of days inventory is held and the number
of days account receivables are held ; stdOCF=Standard deviation of operating cash flow from t—
5 to t—1; stdSALES=Standard deviation of sales revenue from t—S5 to t—1 ; stdCAPEX=
Standard deviation of CAPEX from t—5 to t—1 ; IND K=The industry/year mean of long—term
debt divided by market value of total equity.

B AFolA AL Fo W 3 FHAAEA AIE <Table 3>0 A A|A| g
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A S 7Fo g 5 Jee A0 o7k (Spearman) I IA| Ao, 2=

(Pearson) F#AA Aot} F 7HA] dddA EAAY 25 GAH S

frolgh F(—)e AV e 1oy, AdadTer duEA BAA BGAA F=0E A-
EAt R E AAadte Aoz d4E 4= 9tkGulen and Ton 2016). ALl AJ%;— 4 H]
(MTB), 371 Wi 5-(DIV), Z H(ZSCORE), &A1t thv] YA =55 WE(0CH)<=
AFEel foldt H(+H)e BAE HolW, FHATUGE)= A7 FARTE S fold F(—)9
TAZA 3 2(2014)2] HAFoF Ak 235 Bt urh, AA4 &34 F
APEE AT 2 AAAAEY dote BANT 55 238 A9 2

AollA 27| FAFR JEFE FE= SRAES BAT & AL ES Fdste] A 224

T}

Y3h FAFE Abole] PAAY BAH L stekaiaA G,

i

2. 39EA 24

B oore] 7o ek A3 <Table 4>l 4 Al A&t} 2443, mEPUSH OVERS] w3}
of AlFate frelskAl AW InEPUS] Al53k2 InEPUSE OVERS] wodte] AlFgte] 32
og F(—)E Jehta glof, AAA Bg4ddo] 2&7E FAEE FFHHNFATL 1
Adte)E s AR Yehdth o2 Ane AAA B8] molld whet 7|HEL F
el digt 18-S QdAsta, Ao FxAMAA & Bl AT 24 A3 Zode =
oz g Hage FAFEES fAgHE HoH BAFRE AAsted we dnz dd
Hm o] A]AFE7Hd (market discipline hypothesis)?t € &5 &= A S ZAvto|th BAHS9 T
AgEA 0 BAS AR, At 9(2014)2] AFAT} FALSHA FAFE] AR —AH- 1]
&(MTB), Z HF(ZSCORE), A4t ti¥] ddEFTE BIE&(0CF) B FAATRS] A
(stdCAPEX)= #1719 FAt et folek A(+)o] B, 371 £4ALOosS)e #1719 Tt
Bob felgk () WAE BolFth ole A0l AU AFACRE PE 7] A

]

{Table 4> Effects of economic policy uncertainty on investment efficiency

Variables DV=CAPEX;+:
Intercept —0.057"
(—1.72)
InEPU, +, —0.002
(—0.48)
OVER, +; 0.019

(0.51)

InEPU, + OVER, +, —0.007
(—1.09)
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(Table 4> Effects of economic policy uncertainty on investment efficiency (A%)

Variables DV=CAPEX; +
MTB 0.005™
(4.64)
AGE —0.000
(—1.58)
DIV 0.010™
(4.84)
SIZE 0.004™
(4.05)
ZSCORE 0.001°
(2.29)
OCF 0.034™
(4.15)
LOSS —0.017""
(—9.63)
TANG 0.056™"
(5.86)
OPCYCLE 0.002
(1.32)
stdOCF 0.029
(1.15)
StdSALES 0.001
(0.18)
stdCAPEX 0.004™
(6.84)
IND K —0.000
(—0.58)
InEPU; +;+ InEPU, + *OVER; +, —0.009"
(—2.17)
Industry dummy Included
No. of Obs. 10,056
Adj. R—sq. 0.193

1) Refer to Table 2 for variable definitions.
2) The regression equation is as follows :
CAPEX, +1= ao+ B1INEPU+1+ B20VER,+;+ 83InEPU, +*OVER, +1+CONTROLS +2IND+ ¢,
3) *, #*, and #** indicate statistical significance at the 10%, 5%, and 1% levels (two—tailed), respectively.
4) T—statistics in parentheses are corrected for robust standard errors clustering at firm level.
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A1
al

3. 71-7dx§

[o]

ShiA

<Table 5>°| 4= Biddle et al.(2009)2] FAE & TA ASZA I ol tigt A4S FH|
%13l McNichols and Stubben(2008)2] 232 o]-g3lo] TR &4 S A4S o] F 3
433t A3}E A A3t} McNichols and Stubben(2008)& o}l 4] (2)2] AR A%
ol g-ate] 2l AW IARNG Feta, AxE}S o] &to] AT TR RAA
ot =g FAEEAS S5 th £ 7= McNichols and Stubben(2008)°] WHE ©]
slo] =3 FAEEA S MCEFFE 3#%7]3%H

oo YE o o

CAPEX;i+1= aot B1TBQi:+ B2TBQ Q2+ B3TBQ Q3ii+ B4+TBQO Q4+ BsCFi;
+ BéGRVVi,t'i' Eit (2)

i

CAPEX =A2A A &3 A77pdnle] & 7| 2FAmte s e g
TBQ  =E¥9 7(Q);

(¢}

TBO 02 =7 —A=d = ERlY] F(Q7} 2&9]dl &k 2% 19 @& 7K gnis
TBO 03 =7t —A=d = ERlY] F(Q7} 3%l &she 2% 19 @& 7K gns;
TBO 04 =7 —A=d = ERlY] F(Q7} 4910 ke 2% 19 @& 7K gns
CF =998FeR AP FF5ES V2 RIAILR YE B

GRW  =FA5e] Z7ked AAraE A3 &

3 = 22} &K= MCEFF).

<Table 5>¢] 3 WAl d& AA LS Yo MCEFFS] HAugs TE5W4E A4t
A% Ateln], T WA At Al WA 42 McNichols and Stubben(2008)l we} MCEFF7}
O)ETG 2 T B3, GO)ET A FaTA FHel s 2t A% Aotk A
A FEE o R 3 BAATE= mEPUS MCEFFS] Auigk Alelol 23 ¥(—)9 #<
A g £ A FAReE TR A5-E A2 o] B4 A= BT EPUSEH <
g () WAE ANGT ol AAA B0l v B

Zo]50] FAEEY0] T7HRITE AHR AT = e, & A7 A did e
Fol gt

o
L
fex]
=

-
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of economic policy uncertainty on investment efficiency under
McNichols and Stubben(2008) model

63

. DV= |MCEFF|r+7
Variables - -
Full sample Positive MCEFF Negative MCEFF
Intercept 0.091" 0.086™" 0.100""
(9.16) (5.35) (8.46)
InEPU, +/ —0.005™ —0.005™" —0.006""
(—5.41) (—3.01) (—5.26)
MTB 0.002" 0.002" 0.001™
(3.76) (2.76) (2.98)
AGE —0.000 —0.000 —0.000
(—0.54) (—0.27) (—0.20)
DIV 0.000 0.002 —0.001
(0.16) (1.06) (—1.05)
SIZE —0.001"™" —0.001"" —0.002"
(—4.62) (—2.98) (—4.47)
ZSCORE —0.000" —0.000" —0.000
(—1.83) (—1.66) (—1.26)
OCF 0.007" 0.015™ —0.001
(1.79) (2.68) (—0.12)
LOSS —0.003™ —0.005™" —0.000
(—2.58) (—2.91) (—0.33)
TANG 0.017" 0.018™ 0.012"™
(4.28) (2.90) (2.72)
OPCYCLE —0.001 —0.000 —0.002"
(—1.45) (—0.25) (—1.86)
stdOCF —0.001 0.014 —0.016
(—0.11) (0.86) (—1.15)
StdSALES 0.001 0.000 0.001
(0.35) (0.11) (0.40)
stdCAPEX 0.002"" 0.002" 0.0017
(5.10) (3.98) (3.42)
IND K —0.001"" —0.001™" —0.000
(—3.26) (—3.23) (—1.18)
Industry dummy Included Included Included
No. of Obs. 7,904 3,684 4,220
Adj. R—sq. 0.080 0.082 0.083

1) Variable definitions : [MCEFF|=The absolute value of residual from the investment model as in

McNichols and Stubben(2008) ; Refer to Table 2 for other variable definitions.

2) The regression equation is as follows :
|MCEFF|;+1= @ o+ 81InEPU, +;+CONTROLS+ 2IND+ ¢,
3) =, #*, and *** indicate statistical significance at the 10%, 5%, and 1% levels (two—tailed), respectively.

4) T-statistics in parentheses are corrected for robust standard errors clustering at firm level.
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4. =F FAEEY £4

<Table 6> 73A|2 £ o] mteh AR S0 FALE &S B4 & A7 7 F
7ete, AR B0 v SHY FAEE o G nX=A] B4 Aol
o7 Luo et al.(2020)2 =% FAKQUE FAahe A2 FAke vz f< 38k (flexible)d =7F 2
3, WEHEAEH ) Mol AH(2) T AR FA eE Fahks O Aok EATE F
Attt B A A= Luo et al.(2020)2] FH4= 74t
AHEFA RS O MA = ko] ASA T Frlet 719
gkl A ASEA S Fdstaxt st =g S0 FAEEA-S Jung et al.(2014)914] A A]
gt WA, ofgle] 4 (3)% ol&dt A S Tl 2% 1 E&ES
Ye & ke AbEsta, ddigks Fstel T5W(4B_HIRE)R A% St

= oo, AAA Bl 7

o
o wEEAREAC 1A & U 9

%

W

HIRE;;/= ao+ B1SGR; -1+ B2SGR; i+ B3AROA;— 1+ B+ AROA;;+ BsROA;+ BsRET;,
+ BSIZE Rii—;+ BsQUICK;;—1+ o AQUICK;—;+ B 10 AQUICK;,+ B uLEV;i—;
+ B12LOSSBINI;;—;+ B 3LOSSBIN2;;—1+ B 14LOSSBIN3;—;+ 3 1sLOSSBIN4;;—;

+ 816 LOSSBINS,,—;+ 2 IND+ ¢, (3)

HIRE =3 o WEE;

SGR =mEI8EE ;

ROA =FA45IE

RET =349 A HHFIdE

SIZE R =ZAE0 AA7IA ] AARIE FHI Fg RS =2 W g,

QUICK  =%z)&;

LEV =7 & ;

LOSSBIN =ZAHAE FALFAES 05FEH —0.02571A] 0.005 HE o2 Tgshet v

LOSSBINI =ZRAAE FALl &0l 0414 —0.005 Atelol] &3 A5 19] gt& /A& trd
o~ .
T

LOSSBIN2 =ZAAL ZA4=2 &0 —0.00594 —0.010 Alolol] &3k A% 19 3 7K€
=kl

LOSSBIN3 =2AAE Zx}a= 5o —0.0109014 —0.015 Aloldl] €3 A% 19 e 7IAe
=kl

LOSSBIN4 =ZAAE Zx}a= Eo] —0.0159014 —0.020 Aloldl] €3 A% 19 e 7IAe
[ L Al

LOSSBINS =3AA% ZFAFE S0l —0.020014 —0.025 Aol 43+ % 19] g& /A&
=l

IND =2t en S

€ =7kAg,

7) A} o] AEAQ AAte] 38k TP o Ul AAA B BE FALEH S
Ao A AR BHAe B AuA BaE BAstnA at
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9ok o] FHHUFE FH T o] F ol 2 4 ol &dt AAH EFAG e =F
Zwel EAESYTY BAYS BH
|AB_HIRE|;,+1= a0+ B1InEPU 11+ B2SIZE;,+ BsLEVii+ B4MTBi,+ BsROA.,+ BsSGR;,
+ B7TANG;+ BsQUICK;,+ BostdSALES;,+ B 10stdOCF;,
+ Bnab INVEST,+ B 12AGE,+ B sBETAy+ B uDIVi,+ B1sLARGE;,
+ 816FOROWN;,+ B 175tdHIRE;+ 8 1sLOSS;,+ ZIND+ ¢4 @)

|AB_HIRE| =Z%3} 1-&&°] Ak ;

InEPU =Baker et al.2016)2] A EEEA S AAZIE A 7k

SIZE =ZAake] AARTE FH3I 3L

LEV =7 & ;

MTB =FAE] ARV S FAHE ARIIAR YE G

ROA =FAEdE

SGR = EAYGE;

TANG =FPAFE FAIO R YE 3

QUICK  =%#H& ;

StASALES  =mj&9¢] AA s/Hde FEAz}] AA2aE 3 gt

stdOCF =945 3t d5559 A4 s/ldx ZFHA AI208 FH% 7,
ab INVEST =217] B2 28} B7] &g 45 3| AEA3 & A2 243 23 FA75;
AGE =434AS

BETA =149zt Al7wE

DIV =97 F 3L 3 A% 19 #FE R E geEs

LARGE — =xUFF A&&;

FOROWN =955 AA}F A &8 ;

StdHIRE ~—~ =1459 WEA ;

LOSS =7 A5 19 &E /e duds

IND =2 En S

5 =zkzpal,

BANTE 25 SHY FAR NS A7 HPAFE nfdo 2 A% thJung et al. 2014
; Luo et al. 2020). FA|A o2, 71| TFE(SIZE), F-AH|&(LEV), TAE-Q] Al — 0] &
(MTB), TAE(ROA), &N FE(SGR), TALT tH] G2 HI&(TANG), THH] &
(QUICK), "|Zde] EZHARNSASALES), BQEFTTES EFHAK(stdOCF), 27| FAHFE}
7] EY P FES AT & AR S 23 TR (ab_INVEST), “37¢A5(AGE),
7199 193t AGHENBETA), 371 vl A F(DIV), HNFF A EE(LARGE), =1 FAAL A]
Y& (FOROWN), 11852 WEA(stdHIRE) 2 37] &2 5(LosS)e| T}

<Table 6>2] 3 WA & AA T gt Aolr, F HA I A ¥A d& 47 27

2&E°] F(H)Q] BHIN L) ()Y A HFHELBHE FES TSI B4 Aol
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th B84, AAA 28447 ReFAREN (Y 188 Auigh Aloldl gt F(—)
o] BAE HoFt ol ZAAE B4 o] =& A5 7|d ARy #EdE FAEs] B
ollzl 53 #HE FAEEA £ FJETE Aol gEo] F WA I3 A A &
o] A7tE 7|Rto g potel] B, AAH B0 22 Al E w5 FAEE Y HoFA
9 HaTarL B% e A9E HoFa itk ol FH7|9S e FA7 Bkl
ol AT 7199 wEFAREA A FA4HQ S A= Luo et al.(2020)%H= RHHe] A5
Adtoln], F=7|Hd-e AAA B0l B2 A wE5 Y AHE FAAEY S Bk B84

=
o FYFTHE Afolth ol PA ARTALEAY st TR R FRI1GES] B9
A7t 97) FREAA AAe AR S FPe] MEL Aoz AAHLY

o

{Table 6> Effects of economic policy uncertainty on labor investment efficiency

. DV= IABJ‘//HEhM
Variables
Full sample Positive HIRE Negative HIRE
Intercept 0.250" 0.207" 0.264™"
(7.61) 4.17) (7.19)
InEPU, —0.020"" —0.018" —0.021"
(—5.73) (—3.01) (—5.15)
SIZE —0.003™" —0.001 —0.003"
(—2.60) (—0.91) (—2.44)
LEV —0.013 —0.001 —0.020°
(—1.13) (—0.07) (—1.84)
MTB 0.007" 0.009™" 0.004™
(3.74) (3.34) (2.03)
ROA —0.090"" —0.033 —0.132"™"
(—3.95) (—0.83) (—4.92)
SGR 0.008 0.008 0.008
(1.01) (0.66) (0.83)
TANG —0.050"" —0.084"" —0.025
(—3.66) (—4.11) (—1.64)
QUICK 0.004™ 0.007"™ 0.001
(2.34) (3.44) (1.06)
StdSALES 0.012 —0.004 0.021
(0.97) (—0.21) (1.48)
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DV=I|AB_HIREI; +1

Variables — -
Full sample Positive HIRE Negative HIRE
stdOCF 0.117" 0.229" 0.023
(2.30) (3.03) (0.43)
ab _INVEST 0.033"™ 0.038" 0.030™
(3.51) (2.10) (3.11)
AGE —0.000 —0.000 —0.000
(—1.18) (—0.76) (—1.17)
BETA 0.006" 0.005 0.005
(1.73) (0.88) (1.30)
DIV —0.014™" —0.012" —0.015™
(—3.37) (—1.93) (—3.43)
LARGE —0.005 —0.003 —0.007
(—0.50) (—0.18) (—0.69)
FOROWN —0.013 —0.033" —0.001
(—1.19) (—1.85) (—0.11)
stdHIRE 0.079™ 0.111" 0.054™
(7.03) (6.91) (5.15)
LOSS 0.014™ 0.009 0.018™
(3.54) (1.56) (3.73)
Industry dummy Included Included Included
No. of Obs. 10,056 4,207 5,849
Adj. R—sq. 0.106 0.124 0.106

1) Variable definitions : |[AB_HIRE|=The absolute value of abnormal net hiring, as in Jung et al.(2014) ;
HIRE=The percentage change in the number of employees ; LEV=The leverage ratio ; ROA=Net
income divided by lagged total assets ; SGR=Sales growth ratio ; QUICK=The sum of cash and cash
equivalents, short—term investments and receivables divided by current liabilities ; ab INVEST=The

absolute value of the residuals from the regression model of non—labour investments versus sales growth
; BETA=Market beta of the firm ; LARGE=The ownership of the largest shareholder ; FOROWN=The
ownership of the foreign shareholders ; stdHIRE=The volatility in net hiring ; Refer to Table 2 for other

variable definitions.

2) The regression equation is as follows :

|AB_HIRE|, +;= ay+ B\InEPU,+;+CONTROLS+SIND+ ¢,
3) *, **, and *** indicate statistical significance at the 10%, 5%, and 1% levels (two—tailed), respectively.
4) T-statistics in parentheses are corrected for robust standard errors clustering at firm level.
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{Table 7> Effects of economic policy uncertainty on the level of capital expenditure
and the level of R&D costs

Variables DV =INVPPE; +; DV=INVRD;+;
Intercept 0.003 —0.052""
(0.13) (—6.77)
InEPU, +, —0.007"™ 0.001™"*
(—3.76) (3.25)
MTB 0.004™ 0.001""
(4.42) (3.18)
AGE —0.000" 0.000
(—1.89) 0.34)
DIV 0.009™ —0.000
(5.19) (—0.67)
SIZE 0.002" 0.002"
(2.79) (5.33)
ZSCORE 0.000 0.000
0.41) (1.56)
OCF 0.031™ 0.001
(4.00) 0.41)
LOSS —0.017" 0.000

(—9.90) (0.02)
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{Table 7> Effects of economic policy uncertainty on the level of capital expenditure
and the level of R&D costs (#H%)

Variables DV=INVPPE;+ DV=INVRD; +;

TANG 0.058™" 0.005"
(7.05) (1.94)

OPCYCLE 0.001 0.002""
(0.98) 2.71)

stdOCF 0.007 0.017™
(0.32) (2.16)
StdSALES 0.003 0.000
(0.55) (0.29)

stdCAPEX 0.004" 0.001"
(6.77) 2.75)
IND K —0.000 0.000
(—0.55) (0.32)

Industry dummy Included Included
No. of Obs. 10,056 10,056
Adj. R—sq. 0.158 0.279

1) Variable definitions : INVPPE=The net cash outflow for capital expenditure scaled by lagged total assets
; INVRD=Research and development costs scaled by lagged total assets ; Refer to Table 2 for other
variable definitions.

2) The regression equation is as follows :

INVPPE(INVRD), +1= @ o+ B 1InEPU;+;+CONTROLS+ZIND+ ¢,
3) *, ** and *** indicate statistical significance at the 10%, 5%, and 1% levels (two—tailed), respectively.
4) T-statistics in parentheses are corrected for robust standard errors clustering at firm level.
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Economic Policy Uncertainty and

Investment Efficiency”

&

Sang Hyuk Lee*" - Hongmin Chun™"

<Abstract>

This study aims to conduct an empirical analysis on the effect of economic policy uncertainty,
which has been actively studied in the recent accounting field, on the investment efficiency of the
company focusing on Korean listed firms. 2021 is still living in an era of uncertainty where it is
difficult to predict the next year or even one month due to the external shock of COVID—-19. In
particular, even in the case of Korean companies, a corporate culture based on an untact culture
is developing due to the situation in which face—to—face reports cannot be made due to COVID—
19. As a result of conducting an empirical analysis for the period from 1997 to 2019, it was
found that the greater the uncertainty in the economic policy, the better the investment efficiency
of the relevant company. Further analysis showed that the uncertainty of economic policy
improves labor investment efficiency and decreases the amount of capital expenditure of the next
period, but rather increases the R&D investment of the next period. This study is considered to be
of great significance in that it comprehensively examines the various areas that the uncertainty of
economic policy affects the investment efficiency of the Korean listed firms.

<Key words> Economic policy uncertainty, Investment efficiency, Over—investment, Research and development

investment
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