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T+ = 2003 2004 2005 2006 2 A
Hx F& FEAF AxY, 12€9 AAF ¥ 1,592 1,600 1,603 1,652 6,447
- DAZS F3}7] 93 Ag7t 9= 719 A9 1,416 1,474 1,464 1,518 5,872
- REME F317) 93t A5 9 719 A9 1,413 1,474 1,464 1,517 5,868
- Z} WS=e] S| s 1% AlS 1,264 1,112 1,317 1372 5,065
- Z+dxdg u) 2719 287 g 719 AY | 1,020 1,112 1,112 1,188 4432
- A FE27F 5wl 719 Al 964 1040 1,040 1,124 | 4,168

V. ASEA Az

1. 7| 25A

o] <i 2>% B Aol AR AR 1,0427] 719 —d@d,16870 719 - &7De] 7%
A dehl o stk AgAFoA vehte Aatel 2ol fejutet Alx o] 87wl 177
o Fi 0.0111Z 4709 7|E E7] & 7P & 3 Hol+= whd, 487] F7]<0| YL 0.0004E 7
A2 e HQltho oj9k= B2 JHFFTEEL 12714 7P A2 7k 0.00430]m, 4710

7P w=& AR 002355 Hol1 glas & Sk

B 2> THE=E J|ZSAZ (B=4:4,16870 7|9 -=271)

T = = 7| o EZFHEXL =gk St Z[CH gk

1 26.0182 1.2346 23.4820 25.8508 30.0656

SIZE 2 26.0227 1.2407 23.4936 25.8546 30.0798
AHTE) 3 26.0349 1.2424 234541 25.8580 30.1357
4 26.0296 1.2484 234740 25.8554 30.2430

1 0.0111 0.0191 -0.1375 0.0103 0.1478

NI/ASSET 2 0.0110 0.0276 -0.1918 0.0118 0.5438
(B71520l ) 3 0.0086 0.0240 -0.2073 0.0072 0.3411
4 0.0004 0.0413 -0.5283 0.0059 0.2239

10) Foll= AASHA & 187] B 001342 FE] 457] H 0.00692 7HAshH= Zo] ¢
AH ol ol B7IE Fdolct. UHZ"‘Ur To 2 wjEAv), wEAEY wske
47) B7) 5 12 2458 Bolth Auxprke] mMalRe 18279 0.0045904 457)0] —0.0031F EF
=, °]~ 719°] &3t Fo] 18719} 2871 F83] ket BAska iyt 7dol
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CE 2> MHEER JIZSAY (EES:4,1687] 7| —27]) (AS)
T = = 7| o EZFHEXL ES Rt St Z[CH gk
1 0.0043 0.0346 -0.1405 0.0058 0.1280
CFO/ASSET 2 0.0148 0.0339 ~0.1672 0.0159 0.1283
(=D 3 0.0122 0.0337 -0.1087 0.0111 0.1632
4 0.0235 0.0377 -0.1462 0.0202 0.2036
1 0.0068 0.0367 -0.1337 0.0042 0.1992
TA/ASSET 2 -0.0037 0.0399 ~0.1354 -0.0054 0.5864
(FEAH) 3 -0.0036 0.0379 -0.2557 —0.0044 0.4017
4 -0.0230 0.0507 -0.5666 -0.0172 0.2179
1 0.0010 0.0322 -0.1068 ~0.0006 0.1759
DA 2 0.0019 0.0341 -0.1190 0.0002 0.5714
(RN F2 Ay o) 3 -0.0003 0.0330 -0.2179 0.0000 0.3768
4 -0.0006 0.0432 -0.4067 0.0006 0.2114
1 0.0007 0.0308 ~0.1235 0.0011 0.1065
AbCFO 2 0.0011 0.0294 -0.1803 0.0021 0.1042
MBI A=ER) 3 0.0006 0.0298 -0.1030 0.0001 0.1342
4 0.0012 0.0329 ~0.1388 0.0015 0.1350
1 0.0034 0.0591 ~0.2472 -0.0010 0.2945
AbPROD 2 0.0033 0.0584 -0.2213 ~0.0004 0.3165
(H17874AAH7h 3 0.0033 0.0577 -0.1883 -0.0012 0.2735
4 0.0035 0.0576 -0.1794 0.0003 0.2627
1 0.0009 0.0134 -0.0398 ~0.0005 0.0886
AbDISE 2 0.0007 0.0140 -0.0390 ~0.0007 0.0906
(B FAZ=Y) 3 0.0009 0.0138 -0.0622 -0.0008 0.0784
4 0.0010 0.0169 -0.0694 -0.0010 0.1925
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ARl o] AL 38T HA $30.0006S Kol A Qols BE By dAsiH, 1
A7z B u] 457]d Q38 /MY ¥ 5(0.0051)S Kol lof AgPAFe= thE ARE
Ho|x glth o] 48710l o]eg FgrA st = 7] Atk A dr] 520079 A7+A7e} A
sl ot H, AAl EEs B9 o2 SR HIBG dddewsg, v AT
T2] 3 v A FA EA(AbDISE) B o 2] Agke] dElE HolA| Feth FAH R v I
AFTEABCFO)2 7% 47) 7] Udl K+ 5 Jeh o slom, v 34 7HAbPROD)
=) 271 Wl ()] FEs Bola o 1 WFo] 2 A g9l & & g} HEg v
A FA ZAADDISE)E 1~317] 717 4 FFOZ AEFathrt 4714 1L FEF Fole AL
2 Uepsith weba olr1de] A AA 71l BlEf 4710 Gr1eel oy Al A Ay e
4% 7HA7F YRR ko, REM| &Jgh o]ele] gk A% gle o= ARt
CH 3 0|V 7| =8AY
aa = 7 0|27 A(N=849)
=iy EZ=HXt ESEATAy == 0hdk Z[CH gk
1 26.1084 1.2273 23.7872 25.9302 30.0656
SIZE 2 26.1174 1.2330 23.8194 25.9400 30.0798
TR 3 26.1320 1.2353 23.7441 259396 30.1357
4 26.1375 1.2380 23.7008 259593 30.2430
1 0.0152 0.0161 -0.1010 0.0133 0.1478
NI/ASSET 2 0.0170 0.0242 -0.0376 0.0144 0.5438
(BF71E0l9) 3 0.0133 0.0217 —0.0404 0.0100 0.3411
4 0.0114 0.0219 -0.1140 0.0094 0.2239
1 0.0062 0.0345 ~0.1405 0.0073 0.1280
CFOJASSET 2 0.0186 0.0331 -0.1672 0.0198 0.1283
(FHE=3H 3 0.0155 0.0334 -0.1087 0.0139 0.1632
4 0.0260 0.0356 ~0.1224 0.0226 0.2036
1 0.0091 0.0363 -0.1023 0.0052 0.1992
TA/ASSET 2 -0.0017 0.0400 -0.1212 ~0.0038 0.5864
AN 3 -0.0022 0.0382 -0.1557 -0.0032 0.4017
4 ~0.0147 0.0398 ~0.2330 -0.0131 0.2179
1 0.0029 0.0318 ~0.1068 0.0007 0.1759
DA 2 0.0041 0.0344 ~0.0840 0.0010 0.5714
(A 2 Ay ) 3 0.0006 0.0332 -0.1453 0.0003 0.3768
4 0.0051 0.0352 -0.1138 0.0039 0.2114
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B 3 0IY 7|=SAZE (HH)

aa = 7 0|27 A(N=849)

g EZ=HKXt ESEATAy == 0hdk Z[CH gk
1 0.0013 0.0296 ~0.1189 0.0017 0.0962
AbCFO 2 0.0021 0.0281 ~0.1802 0.0028 0.0859
AR ETER) 3 0.0023 0.0288 -0.1029 0.0013 0.1346
4 0.0011 0.0302 -0.1262 0.0007 0.1272
1 -0.0033 0.0555 -0.2197 -0.0062 0.2626
AbPROD 2 ~0.0035 0.0540 ~0.1963 -0.0071 0.2823
(RIS L7h 3 -0.0034 0.0528 -0.1872 -0.0075 0.2524
4 -0.0029 0.0537 -0.1783 -0.0052 0.2293
1 0.0003 0.0130 -0.0312 ~0.0012 0.0915
AbDISE 2 0.0001 0.0138 -0.0266 ~0.0012 0.0907
A1 FAZH) 3 0.0001 0.0135 -0.0305 -0.0012 0.0781
4 ~0.0001 0.0156 ~0.0746 -0.0016 0.1299
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<H 4 2471 7| 28AHE
2 e 2 7] ZAT|6IN=193)
=iy EE=HXt Z[Agk =0kl Z[CH 2k
1 25.6215 1.1906 234820 25.4714 29.7584
SIZE 2 25.6062 1.1901 234936 25.4614 29.6854
(AFHTR) 3 25.6077 1.1846 234541 25.4644 29.6882
4 25.5546 1.1841 234740 25.4318 29.5634
1 ~0.0072 0.0204 ~0.1375 ~0.0011 0.0686
NI/ASSET 2 -0.0150 0.0268 -0.1918 ~0.0084 0.0400
(BF71E019) 3 -0.0121 0.0226 -0.2073 -0.0076 0.0382
4 -0.0478 0.0654 -0.5283 -0.0285 0.0325
1 ~0.0041 0.0340 -0.1377 -0.0020 0.1274
CFO/ASSET 2 ~0.0023 0.0322 ~0.1169 -0.0011 0.0951
(FPd=3H) 3 —0.0025 0.0310 —0.0896 -0.0026 0.1135
4 0.0121 0.0441 ~0.1462 0.0093 0.1738
1 ~0.0031 0.0367 ~0.1337 -0.0026 0.1154
TA/ASSET 2 -0.0127 0.0380 ~0.1354 -0.0097 0.1078
(FAy ) 3 -0.0096 0.0362 -0.2557 =0.0090 0.0981
4 ~0.0600 0.0726 -0.5666 ~0.0458 0.0957
1 ~0.0074 0.0324 -0.1045 -0.0066 0.0768
DA 2 ~0.0082 0.0311 -0.1190 -0.0071 0.1059
(A 2 A o) 3 —0.0041 0.0321 -0.2179 -0.0022 0.1008
4 -0.0259 0.0620 ~0.4067 -0.0168 0.1008
1 -0.0057 0.0286 -0.1253 ~0.0038 0.0857
AbCFO 2 ~0.0092 0.0266 -0.0793 -0.0100 0.1116
HBEE9d=5H 3 -0.0100 0.0274 -0.0826 -0.0095 0.1017
4 ~0.0048 0.0370 -0.1423 ~0.0061 0.1322
1 0.0144 0.0547 -0.1455 0.0095 0.1953
AbPROD 2 0.0153 0.0555 -0.1664 0.0086 0.2078
(H1748 27D 3 0.0151 0.0560 -0.1306 0.0078 0.1954
4 0.0126 0.0518 -0.0961 0.0056 0.2107
1 ~0.0011 0.0121 -0.0299 -0.0019 0.0572
AbDISE 2 ~0.0006 0.0122 ~0.0264 ~0.0012 0.0438
(B FAZEY) 3 -0.0005 0.0116 -0.0264 -0.0012 0.0536
4 0.0004 0.0171 -0.0423 -0.0013 0.1380
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(AbCFO)Z}+ 117833 2H1 7HABPROD) AA] 47) 7] il o] 7]} E4719el A freldt Aol &
Hole AE ERIE 4 vt miRte R o] or]gat £47) A A= A (ADISE)E -2

ox 1o
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& Aol 2 2 St QAT v A B Z |
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2 et 9o 4870 olerlge ABAEAE A viFel He) P w,
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CE 5 0|Y7|Ynt £47|Yel ofxF HEH =71E A1

gy | OPVIE SR ol -@) | t-value
B3 A B

1 0.0029 —0.0074 0.0103 ™ 4.03
DA 2 0.0041 -0.0082 0.0123 ** 457
(ALY ) 3 0.0006 ~0.0041 0.0047 ** 1.78
4 0.0051 -0.0259 0.031 ™ 6.71
1 0.0013 —0.0057 0.007 *** 2.96
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<H 6> O|UXHOIAIIY 7| =8HZ
= 4 =7 olel=X o|Al7|A(N=84)
o EF=HXt S En Sk Z[CH 2k

1 263294 1.3642 24.2435 25.8798 30.0656
SIZE 2 263357 1.3701 242561 25.8444 30.0798
TR 3 26.3376 1.3685 24.2213 25.8953 30.0811
4 263123 1.3664 24.1935 25.8460 30.1248
1 0.0058 0.0141 -0.0165 0.0038 0.0959
NI/ASSET 2 0.0035 0.0076 -0.0316 0.0034 0.0270
(71019 3 ~0.0001 0.0091 -0.0278 0.0005 0.0384
4 ~0.0035 0.0137 -0.0730 ~0.0020 0.0377
1 ~0.0069 0.0317 ~0.1405 ~0.0045 0.0829
CFO/ASSET 2 0.0072 0.0296 ~0.1060 0.0080 0.0925
(BHd=sH) 3 0.0029 0.0296 =0.0901 0.0033 0.0993
4 0.0209 0.0376 -0.0699 0.0181 0.1845
1 0.0127 0.0382 ~0.0824 0.0092 0.1718
TA/ASSET 2 ~0.0037 0.0292 ~0.0849 ~0.0039 0.1170
FEA ) 3 -0.0030 0.0313 -0.0972 ~0.0050 0.1053
4 —0.0244 0.0441 -0.2330 ~0.0237 0.0645
1 0.0074 0.0361 -0.0933 0.0043 0.1754
DA 2 ~0.0007 0.0249 ~0.0630 -0.0013 0.0909
(A 2 Ay ) 3 0.0005 0.0324 -0.0951 -0.0009 0.1115
4 ~0.0029 0.0380 -0.1138 ~0.0063 0.1310
1 ~0.0102 0.0286 -0.1189 -0.0071 0.0692
AbCFO 2 ~0.0069 0.0271 -0.1115 —0.0049 0.0629
M4 dE=TsE) 3 —0.0089 0.0263 -0.0871 -0.0088 0.0794
4 0.0008 0.0345 ~0.0828 0.0013 0.1272
1 0.0125 0.0500 -0.1162 0.0013 0.1970
AbPROD 2 0.0080 0.0512 -0.0930 0.0000 0.1870
(H174A 47D 3 0.0117 0.0479 -0.0915 0.0043 0.1618
4 0.0133 0.0528 ~0.0960 0.0010 0.2026
1 -0.0013 0.0109 -0.0189 ~0.0008 0.0547
AbDISE 2 -0.0013 0.0125 -0.0250 -0.0017 0.0585
(B FAZEY) 3 -0.0018 0.0115 -0.0209 -0.0016 0.0628
4 ~0.0010 0.0139 ~0.0232 -0.0016 0.0641
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A Study on the Differential Earnings

Management on Quarterly Earnings

-Focusing on Profit/Loss Firms and Earnings Management

through Real Activities -

Hee Woo Park” - Bahl Geun Roh™ - Chi Hyoun Ahn*** - Se Yong Lee*""

{Abstract>

The information contents of the interim financial statements are less likely to be reliable than
those of the annual statement, because the auditing process is less intensively applied to the interim
financial statements than those applied to the annual statements and while annual statements are
submitted within 90 days after fiscal ends, the interim statements are required to be submitted

within 45 days after quarter ends.
In the prior literature, it is shown that, in the fourth quarters, the level of the earnings itself is

lower and the extent to which earnings is managed through accruals is less prevalent, compared
with in any other quarters. From the findings, the researchers consistently argue that the closer to
the fiscal year ends of the firms, the more attention the auditors and the investors pay to the
reliability of the annual reports that include the fourth quarter’'s performance, leading to less
earnings management in the fourth quarters.

The first purpose of our paper is to investigate whether the distinctive nature of the fourth
quarter earnings is driven from the differential earnings managements between the profit firms and
the loss firms. The second is to investigate whether the suspected firms, which are suspected to
have managed earnings to meet or beat the zero earnings thresholds or the expectations of the
shareholders, have used real activity earnings management when accruals —based earnings

management is not allowed.

By dividing the total sample into the profit and the loss firms, we find that the level of quarterly
earnings and the quarterly earnings management differ between the profit and the loss firms
through the year. The fourth quarter discretionary accruals of the profit firms are positive, which
is contrary to the results of prior studies, whereas the fourth quarter discretionary accruals of the
loss firms are negative, of which magnitude is enormously larger than that of discretionary accruals
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of the profit firms.
This implies that the general phenomena that, in the fourth quarters, the earnings and its
management are dramatically lowered is due to the dominance of the loss firms on the profit firms.
Next, for the suspected firms, we find that they do real activity earnings management to get
earnings above zero in the fourth quarters, instead of using accruals —based earnings management.
This implies that at least for the suspected firms, real activity earnings management can be used
as a substitution for accruals —based earnings management.

<Key words> Quarterly earnings, Earnings management, Discretionary accruals, Earnings management
through real activities



