229

A 5243 Al A
A28 A1z 20119 3¥ pp.229~264
B4 T8} 3)

k- 2 S ol8sto] 71 oldlM aFol(small profit)&
<] AEol HF Ao A o] §HA3) shertE ATt HAS] #HAR T g
FHZ AFEANME 7Ige] o] sKincome smoothing)E T4 FAALEC A vl o] R
< AI719(Tucker and Zarowin 2006), A-2H]-8-2 7HAHATE A58 SAE B3t thLi
and Richie 2009). =3+ £7]8 0] A& 2 o] &3 APATENAE 3E7|D7A] AZE4 (small
loss)& 7158 A5 AZAIRAM vehd & e A oY A Zeko] Z(negative earnings
surprises) & 3|9 3}7] 9l8te] PR WA 2 7] (last chance)?l 4E7]oA o] gz et
= A7E AA s EEY I Aot 2010 ; Kerstein and Rai 2007). ©]21gk A gl 19} &
B ATE 3SR FAE o]ejo] 2Fo]ofS ofn| AT VIS HRLE olE ]Oéol bl
AE ol o= Al AZole] FHE AA=AE B EoZH o] fdst diE HEdT
£ HollA] zte]7} Atk o1& AT Asl B A 20009 FE 2008@7H4] 9d7F F7HEHEA]
Zo| 37 129 ZA2PHQ FollA F8HS A3 o] L7 HES FSZ Kerstein and
Rai(2007)2] WS A&3ts, o] A7 HE FHAIA EA8%T

" olN o{N
(E

AZENATE e 2k 3, 3277A e Aol efo] AaFole) T3k Y NYEE
94 ge gENT FARCE folsh] AF ARl G| £Fe|9 £EE A% 4
3 Aol BAFel o5 YL o 4AHE S Aew et B4, 38R Bl
d’g QAxfolelo] Mlgzolele] Hls) oRF 2 AFole)Br} AYEE 184 Fe JlgEnTt
Felah AR TGN E hEole] £2E A% FHeke ol FALE Pkt 2oz ehdr)

* 0] =2 2009Pd e FEU S tEdTALAE S AR el olste] AFE NS A E A1 A

o
= o =
w FEUS D A Fu<, parkjil@chungbuk.ac kr, 043 —261—3380, T4 A}
wex ATt 3] AT FuF, kajeon@ssu.ackr, 02—820—0581, wAIA A}

sefdsrd 20114 14 A= 2011 29
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AR, 387 S Bl A el Azbolelo] 9 utd] o ZH A F-RA ] A3} woleluh ofz
AL 2Zolo) $ES

Zofd 2|ty 9L a8 B IGRAL F2ANA GApuanc)

2
Aol Qo] AFolod AL, #BH o]0l 47]"’?01
A, aEa BeA o] TR

o
o
Lo
Ny
)
il
fitl
i
)
(98]
AL
N
)
N
T
o 4

elu ot Z7he 2F0|2 37t lge )2l 54 &
SR 20 AFel@y Ade 194 g6 g5 s A% Auadlas 27 o
A BAEZele] 72 olge] 71993k v, o B2AIA Fa(eEEd 7143
W LEIA]) 487] ol g Belstel Aol JEE A2 FANA BaFo M ARAGe] T

ARG Arte] vigholele] Bk A% AE] Ad ol fA%E AARTHE Ao,
2 ATE ol fdss UG TR A3H AT/ vud FFNA ol BAE BAZ
dete] F7bHoln Aate FAS AFATE BN ezt Yov, E o Rope HYAT
o @7uch BgE AYH $AS AArhe de FHA FAHo|

9] Kerstein and Rai(2007)
98 A,

GHOP AEolo)7|Y, ool s, 387] FAHIREE, AAprmo]el, ool ol dWE, AR}
SIREEER

B A7 A 714 o] Axloldf ARE o] &ste] 3RVIEIA| 9] A o] el A
ZxF-o]9)(small profit)ye A& 7|HEC] 427] o5& o] &sto] HF Azt o] e o
178 Z7IA7IAYV ZFAATIA] a o] S A3} (smoothness) SHE71E LolHEd St F
ATFEAAE 71Ye] o]#<3Hincome smoothing)S 31 FAAFEC A nlg o]y B
7§ A 7] AvK(Tucker and Zarowin 2006), AHEH] 8-S oA 7ItE 252 SA S A4 v}
THLi and Richie 2009). B3t £7]¥ o]¢] A7 E o] &3 MPA LA = 3E7|E7HA] &F
2l (small loss)= 7153 7]4o] B4 A9l ojyd A Z2lo] Z(negative earnings surprises)S 3|3
7] SalA ARt olele 28 & A= viA9 7]8](last chance)ol] EE = 477] ©]
A S e AFA AHRE AL A et 2010 ; Kerstein and Rai 2007). ©]
o= g B AFe 38797 Ao YA aFolE AEst 7|HgE FAHLRE o] E V]
4
A

o
lo

B xS o ry

ol
—r‘

o] Ax}H 10] o &= AZo](small profit) FEHE AL FAS=7IE S3l o] w3 &

Aseths HeolA 71 A9 2pE/do] Ut

FA DAY NS o] &gk Kol FegxH oARE doh dAFe Bou, ol fdstet
© BA gon, & AFek o] £ o]} Ax} oA wE A

2] e A8 A= Kerstein and Rai(2007)2] A5 A5 7

t}. Burgstahler and Dichev(1997)9} Degeorge(1999) 5ol A= o] <=3 o]

g Lo

Ol-ﬂ rzi il
U L

19



X I At = A

9] e ), A7 6T ol RAE SHe] A f9), 28l ATEAAY o|eje] 25
= S|t} Kerstein and Rai(2007)2] -+ Burgstahler and Dichev(1997)<]
Q7oA woH A 7] E AART GARE Ao A AR AxEs] felo] 24 et
= 4 olelx% JPeHE A EUTE 2 AT
Z o] 83l AZo|r|ge] A
itk A A og = o
AUy i A o e S e e

o !

B4R 4 —’FOl‘”*‘" 7Eo R

‘1 N
in'd
il
o
[
o
N

)' &‘1-4
rlo
o
(o]
[ted
i
re

& =,
& Fste o E defA gt olee oz
o 4 Burgstahler and Dichev(1997) & Degeorge(1999) &< AAE1E 393817 9
-3 0] 9(target earnings)ol]l PI2E ¢ o] & Sl A% FEA oA o o

.l
& 80| E(utility theory)o] } 2 o] Z(prospect theory)ol| 4] o] &2 =27} on] 2 3
AN
UE],

of
S

TH(Tversky and Kahneman 1979, 1991). £ Aol A] thF 1A} 3l= Al 7k 407
7HA] A <Eolefo] aFolde Qe ZIGECIU, 3RVIETIA] el g VEo R
Ao o] H7leol o Hla) &ZF7t Al e 719 eIy, 2ela 3EVE7A] S+
Aspolejo] 9eto| dSH AFEATI Axfoll S AZZI DA Fitel e VIdES
Burgstahler and Dichev(1997)¢} Degeorge(1999)2] oAl =9 =YW o] 2d {2l 5 24
2189 #<l, 7] thy] o] jztas]d] 72, AFEA7EY o] dASAE FHAY oF
2T 75 7L e TIHERA olE 719 dAE Il A 3ETIR
]

¥k
=2 =
o9 ¢ G 719tk B o F 71go] #F AR mo|feN] Bl YA

£ o o o ool o
g %o ol do -

My ox

d
O

1) Kerstein and Rai(2007)2] A& &ZFo]dHTb= AZEH 5‘—@ = T3 AZEAT|S] Bao]
P2 FEE A FHOR =25l Wb o] A aZolofoxe] Ao Tzl “o]ofF
Azpol B o] Aeix gt} vhd B Ape= Kerstem and Rai(2007)2] AFAZ F AZo|Y
71999 7% AxtEaro] oA o] ek o] UYEhA] e Aol Fu|E VA1 o] o BHEH ALg)
o Bt} S F1u B4 £33 th 3 Kerstein and Rai(2007)2] AFH S &Asle] A7) vt
aZo|dFTIY R AFEATLY o] SRS £FZF DA 7Sl dE AR EAE
EFAF S ZH o5 3TV 7A€ i%Ol‘-’M%‘«l ole]x% Y9l A o] T FAETH
£ 9 ol 710l o]YHAsE 3T F91o] EAsh=to] thall Tversky and Kahneman(1979, 1991)
o] Fgo| 2T} M| 2 I A 1iﬂr Mde FHata o] & AFH s AFsted A9 2HE
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™ Tversky and Kahneman(1979)2] A go]2oA =28 AT ABA|FA M= T2 oy

719E Foldde 45719 olels # fA|HE
st AxtE o] ofol] wE FAAQ] AWHES S9E & e frEld 91X (position)dl] F
ZlgEelth. webA ol st AxtE ol A 3EI|U/A] FAmol o] AFolll 7Y

o) 7% dolgl vt 487149 oejee] HEke o]lS 3RV U Be FFEOE FA
1

& | wjEo]tH(Tversky and Kahneman 1979, 1991)2), o] ¢}= &g] o]2]& ¢
FEAA Bustd AGo A FAAQ oy Azeto]2E 7HAE Uk ol WigdA B
o o]E 71949 dertsido] =& Haole] HEke 4i7]dA o] KA A Hiushe 3o
AHEA ] ol BAAEANAE AL 71l #E vlgeo]ele] & AYE AgE & 5 ]

woll Brh $-dgk Akl 4 ok B AT olgfg =olE wRe R 3E|UA] FA e
olo] &Fole] Zefo AUE 7IFECIAY, 3E7ILA] FAE0E VFOR o dAAte]d
ol A7|ol el Hla] AFF7t el e 7IdECl AW, 3E7IE7HA] FA ol 2lo] 9Y
d &g AFEA7EY] Azpolo) S AE ) B3 it e VYPEdlA dvtd oz #ETL
T AARIAE Lol g ATA WSS staxl drt

B AFe oldfdstet #ddE AF5A AUt nng A3A 71E EAE tig F14
olx xpHstE AFA FAE AFArhe HolA o7t vk g 2 AT B #Ro]
Ae APAFR BrEd Htk2010)e] AT= 3E7E7A] FAEo| o] aFEA Al
A= ZNAEEAS T #2l, A7] div] o] dtas]y 7l B AFREA LY 53] g4 1<)
o] 4127] 0]9& Az AT Ao o] LEEM 2HS A1) g B A7E 3
W7L7A] FA ol o] Fole] Al ' 719e] dAAatE el g kA sy ke o
st A Fsterte AuEthe FolA o2y wdd die 1A% SAE AT
d = Ao 7gdt}l. 3 B A7 E Kerstein and Rai(2007)2] 72} Bl maj A A thA) 4
AE FHsla, 3EINLAA M 2Zol AEdl] & 7190l HF AxtE oo 71A] o o

frast deks A !

delst=rtol] #Ag o] 24 =98 Eut FAglet § o]9} AT HAFH F
S 73 9k agam B AT Er)d A8

[e) 3L

= [

3 APA 5ol = Feit 234
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o,
k=l
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A
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>
\
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)
2
ro
ol
ot
o,

o
ofo
o
ShiA
1%
iih)
[
rir
ShiA
N
e
o
19,
BN
o

=
r 2

2) Aol MW, J(0)F 7R AP A SR Hilo]jo] HEE = A5t SAfoA HApR
A% = ARG A EFrE FAS AALE o) R Ho] FAREES 8] FA5H kst
#81t}. Tversky and Kahneman(1979, 1991)9] QoA AAE £43) o] #3F Q) E&3TE
GO0)S 71F o2 H+)o 2 o] 5TFE B2 convex) FHE, &(—)OE o] 5= 253K concave)
Fe| 2 YepA so] Bl AR]l F2E Zhetha ek, AHEAIG A FAAES FY A7 (same
magnitude)2] ©]2¢] ER R T} &4 H] & &(disutility)o] TS ARA & 7k 349 FH S 2 €5 o]
2H o7 A



Aoz 7|k
ot ¥ Aol AL thad 2ok ANl = o] frdstel #He APATES HE
atal o] & 7|22 2 AT M-S AR A e A7/ ASs] 9 AR
o] &8 Wi tigk Fo] 9 S, 1eju HE7|He Al ot

o]
32 AASta o8 Ak, AV AN E E ATe] A3}

. A< e} G771 44

1. K‘:]_‘ O?_‘,] 7—]E

BAAEe] o Baolelg §Ag stk disiA e el £ EddA =94 bt )k %
1 Dye(1988)2 T 7FA] o] froll A AgAtEo] o] x5 drta gt shite 7199 F71
E 77171 9 98 48 (external demand) "jito] 1, thE shue HAA S 9 WA
=8 (internal demand) Wi&-o]t} E3t o] AFEoA = 7|ge] o|de FAstst= Al st
gkt fRlol EAlgtttn stk A& £, 53 AHE 4l S (signaling)st?] $l 5k
(Ronen and Sadan 1981 ; Chaney and Lewis 1995), 2.110]92] A& Eo]7] $J3}o](Truman and
Titman 1988), 718]3 FAkA} 2 AJFAEAA g tigh AAE EF7] 98 719 E<] o]
A3} vt =45kt 18] 2 Graham et al.(2005)2] A& AEZAPIE S 538 o]g
3 FAEC] AAHE FAE AFst Uk Graham et al.(2005)2] ZAFAz}ol| oJahd, ] )
A AZHCFO)s L FAHCEO)ES] 97%7} olefe] WE/do] raas ApeH] 8o HopA|
, FE3E AR 7L o] 9o o] AL wold Aok Wl 7|&Rste] o] fistE
5_‘3} St A o] AEZRAMNA & e AGAE R o oee] JAE

dAzts7lE dsgithe A5 AAE Aotk
Li and Richie(2009)= 74 9AE0] ©o|FA3E st 57171 FAAA o thgh Azke] 2foof
e} o] Fstel AHG AFES F /A R FEPE '5‘}91"/} shite ol fAstE
AGAE o] AFA % B (private information)E A|33}7] H3F &% 91 WHolglu F73t &alo]
3, O she o] frdshes o9 dFA17]+= Z(garbling) &= Ht gtgolt}. Tape] AL

3 St 712 AT 71 716 ols| #AIRFE S &017] $3l(to fool),
Ee AR ALl B ol g8l Fddttn gtk S A9 713594 571

tﬂ oot alo

mlo folr

—

3) 2 AgAet #AE o]} AAlE BAAA A ] wE Healy?] H U~ 71 (bonus hypothes1s)°ﬂ*1«]
1l W) 2(big baths) /g2 34721 Holthausen et al.(1995)lM & WHES XS 49 Fgxte] B
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FAAA o] FA3) A4S EojthE AlZo]t}. 3t ol 2, Fudenberg and Tirole(1995)2 &
713l BdAE e fAE FAE] AT T2l 7Rt o] fAsE ddhe

au o] FaAstet HHE FAE AR 2o AFH AFEME UFE ol FHs}
= AHEAI R F A9 Al G (positive sign)E A F3th= SAE AAIStL A Th(Subramanyan
1996 ; Hunt et al. 2000 ; Tucker and Zarowin 2006 ; Li and Richie 2009).

o| & £0°], Subramanyan(1996) T2 &7} A A LA AT H+)Y] FAIA BA T
e B35 31, Hunt et al.(2000) ©] 9 FAst= 79 o]Jzte] #bA & ==
£ A|AeF 2™, Tucker and Zarowin(2006)2 ©]9+137F =2 71999 |l 719 ©
oleffrstrt vt 719 Frkel MstET} 7o) migeleje] HRH g v WEdite= AAE
Ho]3EQth4 18] 1 Li and Richie(2009)E Tucker and Zarowin(2006)2] ©] ]t d S o]

golo] BAR Aol ol fAF FA7 L JIPA5E HAARN §L HolA L 2185

B

o g
rir

1k Hol oldFASE A EtA| obA] o] FA o] AAl BT FFE A= thget
SHA A F7} H] &S BEAZ 4 Ut} ol & £91, Truman and Titman(1988)< ©]¢le] HFA
o rta AE A AR 7Y i E e S7HE F A, Al olgfg QA=
S ATE o] gk wigtol A = uj o]je] W

197HA el = 9932 mlA 4 A Eoh Francis et al.(2004)
s} AR S5 AHEH]go] Yol E WA 11, Barnes(2001)1A4 & Al FAMAH)
HAY &S Baskch
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ul —{E
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> =
= 2
=
>
o
N
)
)
©
s
198
lo
E
off
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dlo
<
B Lo

TE3E Allayannis and Weston(2005)-2 ©] %] x =
= 9% Aadte 23S Husiela, 1 9ok o] dilEAd e s M 4%

nAH 717X ARele dae e 2RE

Yrh g A out Algtd o 2 JYE & Bk, Gaver et al.(2005)2] &73€ F 74 = Healy

9 HuYx 7RG E o] /-A3l 71 (income smoothing hypothesis)©] T % dX]€ 7dol2ta A3
4) Myers and Skinner(2002), Leuz et al.(2003), Tucker and Zarowin(2006)-> ©|-§-<13}E 7142 A4
RN o] WK ADAP)SF TE]H o]lo] WSHAPDI) Atelo] &(—)e] ABHCR SH T o714
PDI= NIONA DAPE ZH3rste] ALkgint o] S x| oA o] 712 A7t A S H & o] g3t
FHA o] & FAsigtthe Aol wekA olF AFENXE Corn(ADAP, APDNTY (—)e] 33
4 A= AR W 71949 o] fdst H =t & o R gt o] fdstE vE vE ATFE
A9 o] fAstel S TA Kl A Ak o' Jf ARG =2 Dechow et al.(2010)9] AT
7F Sith ole} B Mg A2 o] AFE Fudty] upddth

~
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=ra FABIh ol el 7]2ste] B AR E AMEElA] o) 2 & AN
= Dhaliwal et al.(2004), Kerstein and Rai(2007), 2533 717 €1(2007), 91¢141(2008),
A3 A K2009, 2010) o] UTES ©]F o] FASE U R ?_{ A= Kerstein and
Rai(2007) &&= §lom, o] AFE Ashd 5 2714 o|9e] Fagagd #ilE 7HAa 4
TFA7F oAt w}aw B A olgldle B A} 2H T&E’i o] & Kerstein and
Rai(2007)9] Ao} & Ao e #4A gl dEd ) A1eh2010)e] Aol dia] Ao
L= i =
Kerstein and Rai(2007)% 3RIL7MA] FA o] AZ ARG L 477 o9& gz
Aote] AAE 019 AZ AR FAgkelH, 3R E7HA] FA ol o] A%
o o1& fAIsHE Aol AT o] TaAT)E AL duFen W YeidS Eu
sk A AF2k2010)2 Kerstein and Rai(2007)<]
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Aate] 427 o] S BFEA WA AR 0| S AFold] FIo R e}
AleF3ITh Kerstein and Rai(2007)9F 9L 7 H1<H2010)9] A= o] FEol
%Eg ol gaty], AP} gl 54 371279 FA el ol wE 719
= 1T F Axtol el BAE B

o] mhetoll glo] B} X eHrefine) w412 WS Aksta Uk

5) 7199 ol#dsE g8t WL wl$ o] HTHDechow et al. 2010).

6) 3E7171A EFo|ddl| u|dale 7ol 4870 o]2le] AFgkzA o] o] Folz k= A Das and Shroff
2002 ; Dhaliwal et al. 2004 ; Kerstein and Rai 2007 ; 914 2008 ; gh5d =} A<t 2009, 2010)2} 4%
7ol @& o] xF o] o] XA ety AT AAE 2007 ; £15H €A s 2008)7F &
AE o] Bawm glo] 43719 o] 27 HH g AN ol A 71A] FeoH B mEsiA] Kt A3

o|X

7 o

oo

7) ol& £, Burgstahler and Dichev(1997)9} Degeorge(1999)°ll 4] | <t HF EI())h=A=
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2. A7

ol fFAst= o] 22l A(quality of earnings)ol] gt shte] S x|o|m, LAY dof 7]
A AL A outcome)2t & G Tk g DAY Mof 7|2k o] HF T AA A mE
P A Zo g 7122 7149 s Eoh & YT e ® 71 tl(Dechow et al.
2010). o] }frdshs &3] AGAte] AFA A9 ofn = O]GHE]“%, ol frdstE B olfx
A by o7 AgArt Baoloo] A HAaA7]7] f18] FaE) v 719 e Hae
2] /8 (fluctuation)©] AZtel] we} zfo]7} ATk o] 7] €] wlgfole]e] 4 FHAE
FEste AL A goernz, B W AAREY] AAA JAEA A g tad

—

B o0

3 o] FHste] =oE FE “information—versus—garbling debate” 2 7 2F¥ tH(Tucker

and Zarowin 2006). | FA3E thE 20 AFEL2 ol Fdsle T2 AGA}F Aple] B
Ake Eo]7] 918 “garbling” SN A o] B4 =27} V/H‘OV gk, F 2o ASA EAE
A& “information”?] E4Jo] ¢ 7F3lA FH&3tte EAES AAst Atk = “information”ZS
Aol A= A7t ol frdsts Fddte 5712 AP RS AHRAG ] deste] Fapatel

AAAE] ArARA] BTl nlefol oo #Hek F2 P (prospect)S ATt ATk
FAstt) olgist A5A 54 2% Subramanyan(1996), Hunt et al.(2000), Tucker and Zarowin
(2006), Li and Richie(2009) 5= & F SUth |59 AF54 AZolr = o|dFAstE 3t
7190l 2%8A ¥ 7193 BlusiA 7197k A &E3L B SAY, ApEE] gl o A
= A%E Alsta 3
SHH, & AFolA tHFA; b AR 3E7IE7EA] AFolo S ot 2tste] B 7]
761_(1)‘, TAH 2 3RIE7HA] FA ol o] aFolo e VIHECIAY, e 3R]
2] FA w0 7o R o Aatolo] Aol vl 4EFt el % |
SolAY, e 3E71E7HA] FA ol o] 9ddd o SH A F-EA Y] Axtelds ~%
G e ' ZIdEe] B4ugelth o]E 719S Burgstahler and Dichev(1997)%}
Degeorge(1999)2] AollA =2]d v} 9l o]2% 2 FolA 8|0 {921, A7]HT} o]
o

A
AHA3 I e, AFZA7E] ol SA S FFopAU o 23 @YD f<lo] e VIdE

-

T
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Fel 24 B 71519 MEsuTh o Bol BEso] grke aezge] Yewew 7199 of
274 AE setan AT e ol @ BEAe GOpT 2 E7kE ool fEo

It o] 57t
3o dlgE s g Ee] BF H+H)9 ol & TS AR 1T HEle dARS Za ok
0l W)l Kerstein and Rai(2007)3} ¥hEd 2 H<h2010)8] A2 327127129 T4 o] o]
AZAR] ALY AZ|gE 7|Fo|gs A8 whel Tversky and Kahneman(1979, 1991)°llA4] =2]¥ A
o] &9 #Ho] AL87bss Bl o)) £ZEA AHQ AF-E BAUNCR Johe HodlA] By

1<
A g2t
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ol Hop LB B4 E
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2A] o] & 714 AAtE 3019 <l 37| H| o]n] HiFol|e] e AE sl G
ol lFgH vt o] & 7]Ye] AAtolde 7hA ERolE FEHSA] b LdrbA o
Tversky and Kahneman(1979)2] o] 2ol|A == AQ ALgIF} o] AHEA|A A =
o Aazgtolzrt B 4 glon= olF 7|ge FAFE FHAU BHE YT
2 TH(Levis and Liodakis 2001 ; Conroy et al. 1998 ; ). WakA o] 3+ AX}E a10]
7GR A A o)) FEE DA% 7P E0] FE upAIE E7]dA ] o]l ] Mk
< 9 S7/A Bud F= YATL old % 93|83 & -&(marginal utility)e] A
Ao B Z(Tversky and Kahneman 1979, 1991), 43714 2] o]j#e] Ao g 7154
SFE 71l ol fFstE Adste ZolH, o] FA & 75 ApEAIe ofsj BAAFE A
AL 71l gk mleo] o) £ e D  U7] Wi Hrp 5L deko] &

w2 A7 Al 7 AT web vaat o] Aeirdel e AR,
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IHY 313871 FEel el Al Beldl ol Aol elel AREA e A Axt eolel
HTh 222 SHE 719 42710 o] fARE Fal AAu 0] 387 U}
2o 2Fole] £EOR A% £48 Aotk

1 A7Ege) 4%

2 A7 5AL 337271 FA o] o] AFol
ol9ol tiajA o]l fAstE t=rtE AFstE dUth olE
Rai(2007)9] Aol wef 337

| el e 71gol 2%
Fe S-Hrh AxpE o] A o] =

Al 8h=Al, obyH Bk
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Y up = ay + bism _profit + bSIZE + b:BM + biLEVE + bsLOSS + bsGRWA
+ b;CFO + bgBIG4 + bAUCH + biOWNER + XIND + YD + e (1)

Y stay = ao + bism_profit + b,SIZE + bsBM + bLEVE + bsLOSS + bsGRWA
+ b,CFO + bsBIG4 + byAUCH + boOWNER + XIND + 3YD + e (2)

Y down = ay + bism profit + WSIZE + bsBM + biLEVE + bsLOSS + beGRWA
+ bCFO + bBIG4 + beAUCH + biOWNER + XIND + YD + e  (3)

A71M, ¥ up =td% AxE 30|20 [+0.015 o4 FZrolH, 1 23R @ow o,

Ystay — =tdE AxHE30]20] [0 o] ~+0.015] FZto|W, 1 IHA] ¥ow 0

Y down =td= AxtHolelo] [0 ©]d}~—0.015] FtelW, 1 18R] ko 0

sm_profitl =td% 3E7'W7A] Ao o] 2Fold [0 o]F~+0.015] FRrolH 1,
A &3 [+0.015 ©]3e]H 0

sm_profit2 =td% 357|L7HA] FAEo| o] Lol [0 o]~ +0.015] Fe]H 1,
82 ¢35 [+0.015 o]~ +0.060]°]9 0

SIZE =td% 7|YTFRCIZEZANY AR 3

BM =td% AR AA7EA] ti] ARIEX|(=FF7ER A7)

LEVE =tdE Fju]&(=25A/ZA4h

LOSS =td= HHAE EAEA7IdelH 1, obE 0

GRW  =td= wjEd o] AFE[=(NEdt— vl E A 1)F A

CFO =td% JYFOoR A% FFEE, ° /xFAICR B g]-

BG4 =td% ZAele] Big 4 AFrH<leld 1, ok 0

AUCH — =td% ZARD mA71geH 1 ofyd 0

OWNER =td% tFF1¢] ALS(EFAAA £3h

JIND =2 e

YD =d=d fuds

€ =223

Aol otfdAte et

2 Ao A)FH QWA FE5HE(Y up, Y stay, Y down)St IR (sm_profit], sm_

profit2)2] 73-%- Burgstahler and Dichev(1997)9} Degeorge(1999)°4 o] &H o] =3} o]
& TX| SA wet ghetE s o] 2A S HoIH, o] WS AFE EA AT D] o F
ol AAAFENAl A HFo] 7hssta AFE LAY g % . F(measurement error)©]
A A9 gle Aoz dEA dukEdd Atk 2010)8)

8)



2 A= Kerstein and Rai(2007) B 2L 2 201942010)2] W ol met #7118 25 F ©
g3t 37T FATo|e o]y oWy BES RAlSl, I ARME10]e]
T HE BEE AR F 37187 &Fold] ZHldl e #te A8ty A0S
Q1 3R7IE7IA 8] FAEol o] aFole Al e 7G9S spl 22 A7), 3E71E7
A FAE|Y L 7|2 oA AAto] o] 7ol el Hls] AZolFrt dHll e V1Y
S(sp22 A7, 283 3E7IE7HA] FA o] o] 99T o SE AT 7Ee] ddxfe] e H]
3 aFole] 24 Aol e 7IHEEp3E AT A 7 [0 o1F~ +0.015]= A5
th10) o] 7+ B Ao A A& F] Thtreatment group)ol T E ™, 41740l HFAF H(control
group) .= Kerstein and Rai(2007) 2 gL} H1<H2010)9] WE 2 FAFS Wl mpet +
7 HeS AAsIATE S [+0.015 ©]7d]2 [+0.015 ©]/F~ +0.060]°]t}. o] & 2zt FH #
AR ST o, AAE sm profitl S 2, FAZ sm_profi2Z A5, FH HAHSF
sm_profitl & Al 7FA 3 (spl, sp2, sp3)°] 3E7IL7EA] ol el )= FIE [0 ©]

+
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o,
> S
o
=

~+0.015]90 AAG 71el™ 1, 2=8A @3 FFol AHd = 7R [
ARG 719o™ 0] HnsE S eieh 2 WHO R sm_profit22] 755 sm_profit]# H]
walA Uz Feoe TN, BARTe] 7S AT 3ug PR e AN
Aol 7b QB[ +0.015 ©]4~+0.060]).1) #H, FHAsE A(HEE @7 EAHoR
Y up, Y stay, Y_down®|th. A71A Y upe 337143 vl wa A FHF AxpE0|lo] F7kd

H
Zbell £ -1, ¥ostaye 387183 vlas)A A AxpE ol o] A& A8 3t &

9) ol5ol gt FAAQ Fhe] AL ApdA e R FojE & fla AAFA o R 7oA Baugh £7)d
g dztolofe] EH WE T wel Fito] 2R E 1 S ETh mebA] B At wEda At
(2010)2] W2t BUZ WS o] g3l 3R LS B 2 Aajolele] FFEN ME EES A
HE & 7} 72 A4S 93 A (cutoff point) S A e Aolth B A7t 2Zolr|de] 2HE
1 st e W, Ed ) Aek2010)9] ATFE B Ao @2 A AXd B9 e
AEEATIAS o2 EASIAT L ArehQ010)olM = oo B e ze] P =
3R AR o] B 2 dzfolee] EN ME BEE B Y AR AA3] =osta Jong,

=
Bk A e Alge uhEd s Aeh2010)] ATF-S Fwslr] npdch
10) spl @ 2] sp29} sp3e] A$ 3E7 DA oA B o]2lo] EFool R} ZrHDA]) i Ha(m
HH ARt Adto] B aslch #elA o] AP (ex ante) /HF o] R o] Al F
€ ARsL ) Wi 2 sbgo] Basih B AP vl A57eh2009, 201009 W e
gt AU & 3R7I7HA 9] FAE e 43 FE F o] & At o Aol oz s
gt} ol 3 =HHH S TE o] dAsithA 387 71R| 9] FAo]eo] 457 E AL FAE A
o2 7 e A 2t
11) o]g7 43l fese SAPDe] A 90& =Adez & v A3 g9 7tew 4
e AL M3PAFQ] Kerstein and Rai(2007)S] HPH-S wE Aol 11, sm_profitl X EA -] 33¢
A% arEd R Atek2010)e] W o, & sm profi2l A BAIF TS 73F 8 & Kerstein
and Rai(2007)2] WHH S wlE Zolt}.
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[0 o]’ ~+0.015]°] /1X]H4 1, oF™ 0] tu|HF=Z S stal o] & Ysmyi o8t
v, 283 3R/ 7R Aol A e FIET B Axfeldg Bmdk #3t [0 o] 8}
~—0.015]°]9 1, of® 0¢8] Gr|HER 233 o] Y down 2 A 9] :} Aot} v 37
71E7A] AR zol o] LFole] e e ZIdEe] 1%A ¥E BAHTH vlmEA HF
Azt aolefel] s o]l fdstE i 3RI|IDIIA] AFole] FEet 2 FiH(same
interval) &2 ©]F(migration)& 7Fa/de] EvtaL Al A= EE, 2(2)2] sm profite] ﬂ-‘ﬂ ATse &
o)k YH(+)<] Fkol ZIHETHb: > 0). wekA] 21(1)2] sm_profite] S|AAFTE Tl ()
O Z A= (b < 0), 21(3)2 sm_profite] SAATE Fel e ATk 7HAA °—L7M Tkl
42719 ol zAol Aafg 71dEe] BrhH frolg H+)9 gkl 7IdE 5 Atkb = 0 or
b > 0). WA Yostayell Q== 2(2)9] RE Aol & Ao FE EAANe] =W, ¥ upH
Y_down®l AGEE (1) 2(3)2 71999 o]fdst @S ool slo] MnbAl AxH
AE AEE7] fall Exzoz H3d ¥ o|thKerstein and Rai 2007). ©]2{g S
WEgol e 7l EA 7 spl, sp2, sp3 BTl FEHORE TY 0}7" 2 gHrt
AFE AQ)7HAS] BAHE B FEAS oo SANMTFE nHE HFES
F2H2010)e] ATE wgkthi3) = EAWMSZ 7)Y E(SIZE), x}7]x}{i_94 A A7}
7H(BM), 1) F- AV &(LEVE), 7] ALY F(LOSS), HEN 2] BFE(GRW), 9T =
(CFO), AR F8(BIG4), ZAH1 WAAUCH), HFF A &E&(OWNER) 3 ~F4(ZIND)T}
=H0|(2YD) W5 5 2(1)5E “(WM T5d BANSEE A%etgl
SIZE We o] theket A=kd WS (correlated omitted variables)©] W FolmH, o]z
3 BEE AT ECNA FAHETR ﬁzé% v Aoh(EEL 2 dafet 2010 ; Kerstein and Rai
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12) Kerstein and Rai(2007)8] AT A2ZEA7|Hd 2o @30l glo] B Axe} 2] ¥ sy}
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(2010) & Kerstein and Rai(2007)°A4] 7199 @] S =2 g 2ld] 11213k u} 9\,111]- LEVEE
SIZESE Bl &0l o]z & UE A= SAsE 1o v

; Ashbough et al. 2003 ; ¥H5< 2003 5). 3+ LOSSE 7] 7194 S 548 23 OM 2y
Aol st thEEL 3 A 7+et 2010 ; Choi et al. 2009 ; Kasznik 1999). GRWE £5241(2001)
o] AT Aol we& 7IHLETFE BaeldSs FFEE T Rl ¥ wthe 2HE Ba
gk ul Qlo] 2o nE st ohEtEYd} 24 2007 ; Ashbaugh et al. 2003 ; Mayer et al.
2003 5). CFOT °]9 x4 X< 2 AL dths A7} v EAlske] o] & TAW
T2 X338} tH(Dechow et al. 1995 ; DeFond and Subramanyam 1998 ; ¥F5d 3} 4= 2007
5). BIG4:= Becker et al.(1998)2] -4 non—Big 4 ZFARIE T} Big 4 7HAQ1e] 7ALE2 o]
=te 235 AT TN Hdigks ol &ste] Eugk up glo] 22 st
AUCH= DeFond and Subramanyam(1998) % 853} Z4=52007)2] ollA ZHARClo] A
H 719 28R ¥ 7gEn A dgdor S o]y FEVt Y H5S Haug
vl gle] o] & BAWSE nEtdth. OWNERE HHEY(2003) 2 BHEAd 7 Z42(2007)9] A
TollA T AEEo] & 7I9LTSH 7199 o)A o] SIS Hagh ub glo] A
T2 Attt Eg ARG R|(JIND)= AF R o] 2 o] AfolE FAET] flste] B2
a3, AEUR|(2YD)e AAA e Wyt 71959 ol FEd nAE e
S BAS] 8l e Aok Mg FAIAR] S o= A1) shekell YERSIT

2. B2 XA
E AGE 20009 5E 2008 71A] gk A g Aol AAAE 7 EAE A S uee &
AL A= VGE FEoRE MAAsT

w N =
o
e,
i)
l">'

3) NICEAI €3 714 H o] KIS—VALUEY 23 71 2 Az} AFA5d el A7}
7Fsdt 714
(4) Fn—DataGuidePro H]°o|EjH|o] A2 RE o]|dZX] 287} 7153 7Y

Aol A] 271 o)z S dolEy] 913 F 2 20009 FE 2008 7HA] 1298 AARH
Qloa 9zt B AFAEE o8 F e APVIAES dFez itk E3 =1
(DA &2 AL o= AFAE ¢, AR BE] A4 Fol dut Al Foldd
I o] A FEo FU3 28 A BlurtsAd S Al dgelt 24 2)F B9
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AR FEE fste] FrH AFelx, 23 )3 (e Al #3 Aotk 4
271 g AR} A FA RS NICEA 83 7H B9 KIS*VALUEOHH =ik 53
By 2 Az QAR BE 2AetE 7199 AR d, 21 @)l A AR
7ke] o]9lo| & = Fn—DataGuidePro H]0]E1131]0] 2ZHE £, (A1 9L T
Az} ool el el A (consensus) ALRE FEsto] 240 o] &slsithio & A=
et SR Ao glo] R Ao AHEE T} ZIYGat R WMFE 2
of tafA= FE2] 43l 1%E winsorization & & F-Agtt} o] Fe] 27of wpe} A%
A EARAGS 23 HEFEL 327D AREDE 393 LZo|r|ge
3,59370 719/ g, 3E71E7HA] A7 Bt ol nE
719/ A g, E|a 3RVIE7RA] AF-EA 7] o] SR 5 ot 23t

w M

At
of
Mr ko

(

<E 1>olE ASEA AHE M5Ee] 71eAE EaskSith Panel A, B, CollX = 742t

3R WA AARRLE 359G LZolol | (spl), IE/NLAA AR} o] fFaRDE 2
g 2Folf S7471%(sp2), L2l AL 3RV ETIA] A FEA7EE] o] oﬂ—xli S
Z oo 24719 (sp3)ell tHate] A(1)HH A3l 2F 4ol ol g WFrEe F

A 8

FTHTE THoRE Husianth Egk A|HAAY BT el = sm_profitl& SAL
e <E 1>ddlE A(D)elA FAESE smprofit1 2] 759 3 Z} spl, sp2 L
sp32] & F htreatment group)® FA| %] TH(control group)e] W43t Aol A FAAE VERNR
t}. 2|5 Hit S5l gt A5 Wilcoxon F359 3 AW A3 A48T

< 1>& B, 94 Panel A(spl)2] A@- G} FAH ] HEo] 742 702709} 2,89171 7]
Jolma, AFHTre] HEE 19.3%(=70270/[(=7027} +2,8917H)])°] #, Panel B(sp2)e] A&7
o] ]2 26.0%°] 1L, Panel C(sp2)9] AT H]F2 66.7%= UEFtaL §)
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Aol 23S A EH, Panel A(spl)®] 7-F 3E7IE7HA] AAEDE 333 £Fol
ZIAERR D] SFolds AAF Z7IQ@EAR DN vlel] 27| AEe] A7H] ] FR7F

Ae] W SBM), FAR SLEVE), 7121055 W] o med wal Wzl 448
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Mo Y_up Y_stay Y_down sm_profit!
Y up 1 —0.579(0.000) —0.368(0.000) —0.478(0.000)
Y stay —0.341(0.000) 1 —0.159(0.000) 0.359(0.004)
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sm_profit] —0.359(0.000) 0.105(0.004) 0.170(0.000) 1
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o] AxE HustAth sm profit2e = A (sensitivity ana1y51s) 2k Oﬂ/ﬂ Kerstein and
Rai(2007) 9 B3 A2k2010)2] Wi we} FAd el 7S 25 2 A e 3
olth. & sm profitlZ EE] sm profi2dl v BAAES AIFT] 3ulg FF] $IX| g
[+0.015 ©]&~+0.060] Ate] = A3 Aol g, A()FE AG)7HA] sl g = S5
Y up, Y _stay, Y down®| AH= 247} AASGIT @9, BE 2R~ AR AIE 4
A% guRert By nejd & FAEHIJAT, S Aete] ol EusA = idTh
weba] 2 dAge] 2R AT Aae AGH Ax ztolrt BAE o Aot

<3 3>¢] A= HH, Panel A%t B RE Ao RE ] AP S YEll & o] =7 0]
AZOANAE 1% oWl Fo3 AL 7 glol A(1)HE A3)7Hx12e 2gd7 el
Aol U= UERTHD

w3 o] AnlE(Pseudo RS FTERE(Y up, Y stay, Y _down)ol| W2} tha o] & Hola gl
t}. Panel A Y_upo] 49.6%= 7 =41, Y stay7} 33.9%Z 1 TS, Y down®] 22.7%% 7}
7 Gkt Panel BE Y up©l 47.3%% 71 =31, th30] Y down o2 20.1%%Z, Y stay7} 18.7%
2 7P GA JER )

T BARS sm_profit] T} sm_profit2 25 4A T HFE BAIT ToA% 1% oA F
T Y upoll tlal e () AT, Y ostay D Y downoll WA= 23t K(+)<] 74]

ko] UebgTh ol#gh At oA < 2—a> B < 2-b>9 U AdIA Aot G5t
Hagro] dFE mA AR e dYUFE SAT Fol= 327L7HA]

< Aolth. & £ )

FAEE o] AZol2(small profit) FElCl e 7ol 12A] &2 AR} 427 & 0] 835
o] AxpH 0] E upstA] 21, stayUr downdttl= 232 A FHF AR 0]eS AFgkxd st
7] Brhs fASk(smoothness) 3h= A o2 eyttt ol2lg Adbe AaA el AR W
of zto]l= SJUAITE Kerstein and Ra1(2007)-/] Aytele L3} 19

17) Hxe] 38 BusiAe FUARE Wit ta3ddel ASAE VIF go 2 gRlsisitt.
VIF 3%°] 10 o]32 3]sk A4 d s|A Yol megte] taa3dd BAZE A4e 2oz &
@l Tt <3# 3> A Panel A SE5HF(Y up, Y stay, Y down) B VIFS] kel CFONA
13572 UElg o™, Panel BE A CFO Wgol A 1.3910] B33 Aoz =
ASATNA Wt 3 AV DA @55 ulgtt o]+ EA S 3
FAzol A o Axfe]efo] HTlwol Tt sFo]FTt TIYgolut 3RIETIA] FA el o]

9%%}01] o ¥ AFEATEY Axtold Bt AFolof S YA 7Y BT BAWFTE A TLE #

A= o]} FALGE =2 Aoz SIFATE wakA] o] & EA AN bl EA%

3l =9]= Ajeksit}

18) ZX] 28 3|FARF 1] Pseudo R°E Kerstein and Rai(2007) 2 ¥2A 3} A 7+¢K2010)3 w71 2
Nagelkerke®] Am82S | A3t}

19) Kerstein and Rai(2007)= & 79} o] up2 o] &3H4] 9L, stay®} down?hs o2 #4319
o] AFe) Arkz ¥ ATk Tl staysh downe] Aol KT K)o R HmAT



CHE 3> 3E7|LIHK| AZ0|Y7|¥el HAXHE110(0] CHEH 0| FAHS}t S ZXAE 3| ZMA 1
Panel A : ZHa¥== sm_profit! Panel B : 2kl = sm_profi2
TE saus: | saus: | saus: | saus: | saEs: | SaHS:
N Y_up Y _stay Y _down Y_up Y _stay Y _down
T
23 1 2% 2 29 3 28 1 28 2 28 3
A7 2.593 —4316 —6.445 2352 —4.253 —6.054
= (8.946™") | (23.548™) | (11.790™") | (6.636™) | (21.272"") | (9.732")
om profit —3.319 2.675 2.431 —2.939 2.318 2.190
LP (780.795™) | (499.301°"") | (77.971°) | (587.675"") | (355.564™") | (56.098™")
SIZE 0.012 0.103 —0.012 0.001 0.122 0.002
(0.073) (5.617") (0.017) (0.001) (7.216™) (0.001)
Iy —0.002 0.002 0.002 —0.027 0.005 0.016
(3.013% (1.967) (0.631) (5.459™) (0.446) (2.457)
LEVE —1.811 0.478 1.664 —1.590 0.218 1.116
(33.890™) (2.243) 67877 | (21.512") (0.385) (2.265)
10SS —0.916 0.398 0.336 —0.851 0.319 0.219
(35.330™) | (6.307"") (1.276) (28.094™) | (3.943™) (0.507)
CRIV 0.062 —0.017 0.015 0.076 —0.018 —0.004
(2.167) (0.394) (0.055) (1.943) (0.426) (0.004)
CFO 0.028 —0.028 —0.158 0.001 —0.023 —0.114
(0.123) (0.301) (0.162) (0.000) (0.231) (0.105)
BIG 0.034 —0.046 0.098 0.047 —0.052 0.073
(0.082) (0.140) (0.144) (0.147) (0.168) 0.077)
AUCH —0.010 0.090 —0.739 —0.006 0.101 —0.646
(0.004) (0.339) (3.537") (0.001) (0.406) (2.605)
. —0. 32 . —0.684 364
OWNER 0 875" 0 6(:3 0.328 0 863* 0 6§* 0.36
(7753 (4.097™ (0.229) (7.213™ (4.200™) 0.272)
>IND ¥3} x3g x3 xg ¥3t ¥3t
YD *3F ¥3F ¥ *3 x3 x3
X 1,357.156™" | 736299 | 158.528™" | 1,016.629™" | 530.442"" | 123.744™
Pseudo R’ 0.496 0.339 0.227 0.473 0.187 0.201
BEAEY, 88.1 87.6 97.8 84.1 82.8 97.0
N 3,593 3,593 3,593 2,564 2,564 2,564
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F1) 9 ol <k 1> FE O, L= A3 B(=37]E0] /71 2FA42h 7 [+0.015 o] 4]0l 1,
a%A Goq 0, ¥ stapy= A} EVL [0 o] ~+0.015]°1H 1, 12 A] &2 W 0, ¥ down= A=A} E7}
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2H3ho] %ol [0 °]”~+0.015 Atele] FE7boll YR|& Z]Fel™ 1, 2FA] &1 [+0.015 ©]F]°]
W0, sml_profi2— 3E7|T7A FA o) J(EY o) /71Z2EA 0] 2Zole] [0 ©]4F~+0.015]
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<E 4> 327|Z7HA|

ZN|ol=
AZ0[olZ

MSets| AL / M1223 HM12(2011. 3.)

7F 7149l HRpE10[0f T

Panel A : 28 == sm profitt Panel B : Al sm_profit?
T zzus: | asus: | 2avs: | Esvs: | Zaus: | SaEs
b Y_up Y _stay Y _down Y_up Y _stay Y _down
T
2% 1 2% 2 28 3 23 1 28 2 28 3
A7 —0.911 —1.020 —5.056 —1.018 —0.475 —4.762
= (1.213) (1.075) (14.357") 0.972) (0.200) (10.767")
Jit —2.469 1.469 1.423 —2.171 1.240 1.227
sm ro ok k. kK. ok, *kk. *kk. k.
= (323.197™") | (129.133™") | (68.835™") | (228.101°™) | (85.382""") | (46.487""")
SIZE 0.072 0.006 0.119 0.091 —0.016 0.110
(3.251% (0.015) (3.404%) (3.225%) (0.088) (2.438)
B —0.001 0.000 0.009 —0.002 —0.033 0.008
(0.167) (0.020) (0.647) 0.119) (1.693) (0.674)
LEVE —0.004 —0.062 —0.419 —1.473 0.185 —0.297
(0.006) (0.074) (0.759) (15.989™) (0.200) (0.305)
10SS 0.508 —1.845 —1.081 0.614 —1.594 —1.187
(16.024™) | (88.530™") | (17.775™%) | (12.760™") | (50.079™) | (15.564™)
CRIV 0.037 —0.019 —0.013 0.053 —0.009 —0.012
(1.472) (0.515) (0.137) (1.055) (0.091) (0.154)
CFO —0.022 0.007 0.010 —0.050 0.011 0.024
(0.535) (0.058) (0.082) (1.128) (0.078) (0.357)
BIG4 —0.039 —0.040 0.088 —0.094 —0.041 0.129
(0.109) 0.077) (0.191) (0.422) (0.072) (0.361)
AUCH 0.164 —0.223 0.209 0315 —0.178 0.148
(1.382) (1.535) (0.967) (3.569" (0.916) (0.427)
OWNER 0.261 —0.215 0.899 0.145 —0.293 0.701
(0.753) (0.343) (3.518" 0.157) (0.568) (1.867)
>IND ¥3} ¥3 ¥3} ¥3} X3t ¥t
YD X3} Z3 3} 3} ¥3} ¥3
be 54547477 | 402448 183.364™" | 364.042"" | 2172367 | 117.109"
Pseudo R’ 0.322 0.289 0.192 0314 0213 0.155
EREEE% 74.0 81.8 91.1 71.7 74.8 87.7
N 1,989 1,989 1,989 1,361 1,361 1,361
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At B B5F TE5WST)E Y up, Y down, Y stay 22 =S4T

S BAHE sm_profitlZF sm_profit2 B5F DA e A 51“% BAG Foll = BAACE frofst
A EEHF Y upoll &l 723 S(—)9 #e, YVostay B Y downol el 1 H(+)9
Agdbs 7L it olefe Aoe A <3 3> <F 4>9] AF e Aol ok & ¢
AT E BAG T 327D 7A] 9 FAEEL S o] &t S E o Held Axfol9o]
AFEA 7] 9d o of| S AR} ol ol Bls| &dza B T3t e Isdo]l 1¥A &
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AXZD0[S0]| thet o| Rt Hy9l ZXAE 3|7 EY

Panel A : Bt sm_profit! Panel B : a8 sm_profit?
=
T LS | BRHS | BEHS D | BEHS | ZEHS e
PN Y _up Y _stay Y _down Y_up Y _stay Y _down
T
23 1 28 2 28 3 28 1 29 2 28 3
A 1.506 —1.296 —1.49%4 0.305 —0.859 —0.949
= (0.802) (1.002) (1.258) (0.030) (0.422) (0.487)
sm_profit —1.947 0.466 0.909 —1.786 0.333 0.838
P (79.881"") | (6.605") | (22.279™) | (61.383"™") | (3.237") 17.754™)
SIZE —0.075 0.008 0.055 —0.026 —0.008 0.037
(0.837) 0.017) (0.749) (0.094) (0.015) (0.335)
B 0.042 —0.013 —0.030 0.044 —0.013 —0.029
(1.113) (0.524) (0.604) (1.142) (0.534) (0.590)
LEVE —0.533 0.461 —1.461 —0.521 0.525 —1.510
(0.603) (0.775) (7.047"%) (0.513) (0.983) (7.261°
LOSS 0.288 —0.636 0.299 0.398 —0.698 0.336
(0.528) (2.964%) (0.731) (0.783) (3.208% (0.822)
GRWV —0.031 0.091 —0.078 —0.018 0.095 —0.072
(0.098) (1.362) (1.331) (0.031) (1.474) (1.135)
CFO —0.073 —0.055 0.061 —0.272 —0.058 0.057
(0.395) 0.791) (1.158) (0.285) (0.882) (0.984)
BIG4 0.032 0.099 —0.096 0.127 0.096 —0.169
(0.016) (0.247) (0.222) 0.212) (0.226) 0.672)
AUCH —0.240 0.108 —0.028 —0.271 0.048 0.003
(0.684) (0.248) (0.015) (0.746) (0.048) (0.000)
0.389 —0.216 0.061 0.417 —0.147 —0.017
OWNER (0.470) (0.206) (0.015) 0.417) (0.093) (0.001)
SJIND g g % xg xg xg
YD *3 i x3 xg x3 x3
X 124.292" 37.144™ 51771 | 105.538"™" | 30.492" 48.585™
Pseudo R’ 0.249 0.068 0.095 0.233 0.058 0.092
285485y, 81.3 68.3 69.3 83.5 66.6 69.2
N 739 739 739 707 707 707

Hpo] Hol= <F 1>8 & O, Yup= AR LE(=]
&) 71 2E2HH7F [+0.015 ool 1, 22A] o™ 0, ¥ stap= A} AE7} [0 o]~ +0.015]
1

orom

Y71%z01%) )

FEA7Ee] 9l A o=

0, sm_profitl
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2Zole] ZHEHT BAFE [+0.015 ©]4] & [+0.015 ©]%F~40.060] 3ol 23 2
Zo]9] 7|95 A5 5T downoll A A 11 [0 ©]3k~—0.015]= ZH(converts)3HA| &

o] 71HE
w3879 FA ol vl ma A HF AxH ol oM E Bk & Zo] o] AE Hud

£l

L
Z=2(small loss) FElol = 7313 vl wsls WAooz okA
L BAIREY A2 3ETEHA] AEEA A e 71

E [0 ©]8k~—0.015] Ato] = A7 5kATH20 oS WA sm_profi3= 3} o] o} HHZ F



256

MSets| AL / M1223 HM12(2011. 3.)

H) A7k <E 6o VEigith. F7HE4 0

Hstltt g oo EAUE Al 79 B

oo

STV Y stayet Y downs TAOZ
Panel A, B, Coll 717} Bas}gith.

<E 6> FI=AM 21}
M sm_profit3
T2 Panel A : 2%0|9| Panel B : 2%0|2|&7} | Panel C: 2&%0[|Ey
SEHS | B | SHHS | S | SRS | SEYS
b Y _stay Y _down Y _stay Y _down Y _stay Y _down
23 1 2y 2 23 1 2y 2 25 2y 2
29 —5.537 —2.143 —1.098 —3.900 —2.351 —1.999
= (23.378™) (1.466) (1.139) (14.298™) | (4.000™) (4.007™)
smproi | 001 | —oml | 1210 | —e73 | LI9S | —0650
25.707°%) | (9.570™%) | (68.585™%) | (23.120") | (66.565"") | (27.239"")
SIZE 0245 0.015 0.017 0224 0.006 0.143
(18.603™") (0.030) (0.108) (19.653™) (0.010) (8.660™)
B 0.000 0.000 —0.020 0.005 0.000 —0.011
(0.082%) (0.030) (1.478) (2.699") (0.004) (0.562)
LEVE —0.178 —0.507 —0.361 —0.908 —0.236 —0.934
(0.198) (0.680) (0.881) (5.266™) (0.247) (5.400™)
10SS —0.125 —0.179 —1.344 —0.955 —0.205 —0.085
(0.538) (0.477) (25.069") | (8.999™) (0.436) 0.122)
GRW 0.005 0.023 0.084 —0.046 0.049 —0.013
(0.024) (0.069) (5.014™) (1.374) (1.632) 0.362)
CFO 0.048 —0.092 —0.577 0.062 —0.073 0.021
(0.310) (0.116) (5.468™) (1.071) (0.882) (0.313)
BIG4 —0.163 0.224 —0.031 0.059 0.048 —0.105
(1.191) (0.908) (0.044) (0.151) (0.073) (0.492)
AUCH 0387 —0.221 —0.159 —0.176 —0.025 —0.058
(4127 (0.503) (0.686) (0.849) (0.016) 0.121)
—0.127 0.405 —1.068 0.832 0.812 —0.113
OWNER (0.098) (0.417) (7.139™) (0.666) (3.506") (0.095)
SIIND x3 x% x3 xg x3 x3
YD oy 23 By x3 23 x3
X 93.678™ 37.783" 163.131"" 96.394™" | 109.688"" | 58.145™
Pseudo R 0.127 0.080 0.178 0.111 0.132 0.064
EREEE% 64.6 89.4 72.4 72.7 75.8 60.2
N 3,593 3,593 1,989 1,989 739 739

20) Kerstein and Rai(2007)=
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Y down=%2} E7} [0 ©]3}~—0.015]°]H ,1%1 1 o 0, sm _profi3=3%7| LA A&Z0]9]7]
Bl A 3R EAA FAE Y (EY Fo] 72T ANl F ol 9 [0 o]F~+0.015] Alele] T
el 91213 71deld 1, 2% A] e4aL [0 ©f o}~70.015] 19 0, 3271274 A718Th &Zo]F7}
7199 A (BEIA FAE0lY E¥x (43} — A7)0 Y71 2FA o] AFolo]ET} [0 o]~

+0.015] Afele] 7zt 1A 7]9ielR 1, 2%A] 231 [0 H~—0015] 1‘33_ 0, 371274 ZH—r
471 ol EA & %iﬂr 2% 7149 B (BRIAA FAE V43— ATE
7)) 9ol A3 |50l 9)7| 2 F Aol el [0 o1~ +0015] Alole] 3kl 91

& 719 1, 23X Oh [0 °]&t~—0.015]°% 0%,
2) ool FAE ZH AW B AAF] Wald— 7.
3) s, wx, w2 22 1%, 5%, 10% FoolA fFo g Jehd(F523).

<% 69 AzE HW, A 7K BA4U4E B3k Panel A, B, C EF FE #4]
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The Annual Earnings Distribution's
Characteristics in Small Cumulative Profits
Firms at the End of the Third Quarter

-Focused on the Income Smoothing -

Jong—11 Park® - Kyu—An Jeon™"

<{Abstract>

Prior research examines whether firms manage earnings to meet or beat certain benchmarks

(e.g., profitability, earnings increases, and analysts’ forecasts). Building on the results of
Burgstahler and Dichev (1997) show that there is a large discontinuity, or kink, in the annual
earnings distribution around zero. Degeorge et al. (1999) find similar evidence using quarterly
carnings distributions. Also, prior research examines whether manage earnings the fourth quarter
earnings to use the last chance to meet or beat certain benchmarks. Specifically, prior research
examines whether firms that unmanaged earnings are small loss of the cumulative earnings
distribution at the end of the first three quarters report small profits annual earnings to avoid
negative earnings surprises by managing the fourth quarter earnings (Kerstein and Rai 2007 ; Park
and Jeon 2010).

Whereas, we investigates whether firms with small cumulative profits at the beginning of the
fourth —quarter manage fourth quarter earnings to income smoothing. We argue that such firms are
the most likely not to manage earnings upward or downward, still at the stay. One particular
manifestation of earnings management is smoothing or managing reported earnings to achieve a
certain earnings targets across accounting periods. Tucker and Zarowin (2006) report that the
changes in the current stock prices of higher smoothing firms contain more information about
these firms’ future earnings than do the changes in the current stock prices of lower smoothing
firms. Taken collectively this study support the notion that income smoothing represents an
efficient vehicle for managers to reveal private information.

We then test whether firms shift abnormally within the fourth—quarter earnings distribution to
achieve annual profits corresponding to the smallest profit level considered. Further, we extend the

earnings distribution approach to identifying earnings management by examining changes to the
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earnings distribution, not just the earnings distribution itself, and also extends Kerstein and Rai
(2007).

Our logistic regression results provide strong evidence that firms with the smallest cumulative
profits (small profits level at the end of the third —quarter, unmanaged earnings are small profits
more than prior year earnings at the end of the third —quarter, and unmanaged earnings are small
beating profits more than analyst’s forecasts at the september) also report the smallest annual
profits at an abnormally high rate in order to income smoothing. That is, for the benefit of the
firms contains more private information about their future earnings. Overall, our results show that
compared to a control group (large cumulative profits or small cumulative losses at the first three
quarter), a high proportion of firms with small cumulative profits at the beginning of the fourth—
quarter report small annual profits rather than large annual profits or small annual losses.
Therefore, our study contributes to the earnings management literature.

<{Key words> small profit, cumulative earnings through the first three quarters, annual earnings, earnings
distribution, income smoothing, avoiding losses and earnings declines, meeting analyst's

earnings forecasts
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