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ooy ox U
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g uasgn,

oo Aol vle 944 E F7HAZ
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= el o= 71999 o]z o] 7119 ols| HAA}
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o] o] 2o H3g} 0]2) S B sl Ao] BapAte] A9l WAL FAs=tl F 238, Bartov
et al.(2002)9} Lev(2003)S FARAF Al A S o] 2F5AH S Zo|7] Hall o|JdZH o o]
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4% 237 Ael ol 2y e AAdTn Tyl o gzgel /19 FHE U F AE
& AT, S8 GuyQ0l0)E o121 242 93] Sgle] Al29E 9 15
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=7 éz}J 713|574l el o2 He Ao] opet AGArE 344l vl tigh s
FAA A Bl Aoz 463l
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ZHSIZP‘}/] S7Ht T e S()Y #AHEAA S /Y= F780]tHOu and Penman(1989), Lev
and Thiagarajan(1993)¥} Abarbanell and Bushee(1997)). ZH.TLX]- =7kl tigt b2 =ge &
o] TVt Ao= ot AnAstE sol7] Wi Al Skt 719 7R o H+H)H
FH o] ke F7o|th(Jiambalvo, Noree and Shevlin(1997)). Bernard and Noel(1991)-2 $HA]
T STt Tkl U 4= Ul A A g} AFFe] SV FUh A s
Hof mlef mjEe] F7te vzt Ase AN} ATFe S7FS st

® a7 223 o *ovu Qo] 7190l AN B39 ek Aol 7k then]
A5t 3lo] 1 BAo|th weA] wiE2g S ARk o nlF FoA JEoR dddne
APATF} FARE =215 ARESHAIRE Aot el 2o e 7199 A A HfH| ol
S7¥etm Ajae] ARshE QI 4ol FThE o] mjExA o] nlEf T H(—)9] FIFE 7
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& Aoln o3|y me FAo SHH dFE & F= A A S0, AAF A=
S edfE AFe A FopE HE A Al wio] wla 2R FARE EE
e Aolth. ey v AAFE A AlEd e Fee Aash Hew, 234
A5 TAFA da 87t ofd AR S Stk o] g - FAte TAEE 98 EE
ZIAEZe RN AREFH LS B & Aotk of7|M AAFE EAlel mE FAIEFS] 7
stetoz QI 7hEA BT AAlE EA] ol el @l e Ao =m WA sk vl (el :
ARAHRA Gd7d, BRE 7FH] 4 )0l Ak, 7S] ol & Azt el ik
Aol 2 Aotk B3 DA E sl AlF EAE Ve E4E A g8 =

A= Gool hEAE A stmAl kD

71Zel] DAY vl Fo] =3 Faflol AuAite] Haste 7|l viERA S HA wExd
o2 EFaA AmAike] A7 oot wijE AR Ve X ¥4 S F
H QA SV FAEA R dfMste] Frieke ()9 #EAdo] ke AAAFH(Ou
and Penman(1989), Abarbanell and Bushee(1997))E & o2 | malite] Ho] %o 9lm G
o ALE Fole ERloly 4Al&x79 gstE B3 wiE S/t e e AEsHA] &=
Ao g o Fatint. dAlolex2d wiExA e e A ¥4 kS nAAR H4 wj&
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242 e ool mAle FEA d3de] gle Aom oAidsto] dat Ze] 7H e At

7t 1 A AR B0l AL G7Io] Anarte] HAadstE Tl Mg 2(HA ez
[e)

Hey me) el PAH 9 wAA 2 Aelwh
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£ 33t AT D Ateta BA A e A6t
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1 S, AS,
+51A +ﬁ2A +e€ (1)

t—1 t—1

CFO : A3 E
A

A,_, P 71Z2A%E
s 19 W=
AS, 18-85

(2] t—1

AROA, . = by +b,SIZE, + by BTM, + by LEV, + b, AROA, + by SM, + 25 YD, + ¢, (2)

i=1
AROA 127 AT EAIFYE NG ANFE F95)
BIM : AR ARAAR] o A ATFR|(=AEZA] [ A 7HE)
SIZB 71T E(=71 25 At AR g
LEV  : FARE(=712F A / 71 252
sy cEERP(=A (D9 RGN FHE k(1))

o 2ol P‘”ﬁ Uﬂgixé EE%& Qe
e e ot be ()9l #e AT

2) & AFelA A2 AL E(AROA) = A3 olf= (1) o1& S7M71= Wil 3lof wi&o]
9] E(profit margin)& S7M17]= W AH4kE] A & (asset turnover) S =0l W F 7HA 7 EA18
o714 Aprtol ) &L i EoldEH A A0 F9 FHE FH 7ol njEe]dE g S Y
Fgddd tigk )RR Abgske 5ol Hal TS XA olm FFA HHE AFd) 2) =
Z2% GA MEEQ] e A&2AASE o] &3 o] WHOR wjZo|d &S U= Al
A &S S/ o2t Al Al AROAE AR HHE A3t (3) H‘ﬂoﬂ‘—r"«]
=9 GA] wFe) el tigh iR Apito] o &S AHE-StaL SATHFairfield et al. 2
2008, 2009 ; AT 5 2014). (4) PO R 2] EL AR - AR WA RIS VFEo
2 1 Yao] S EE ol 54 A Wl &3 7Io]l 54 Ak AAF R FLE Ao
SuSE E7IGe AHE FESt 28 F vke ol stk

=
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AROA, , | =by + b SIZE, + by BTM, + by LEV, + byAROA, + b;SM,
+b¢D,, + b;D,,* SM, + 25 YD+, 3)

i=1

D, AA9] WExH 719 A% gt ] A S SR a0 ikl
Aaste Z1deld 1, 2%A] @om 0)

Aoz mjEzA o] | /el A dFS v b= ()9 w2 AT A
ot} A mAAH] Fo] a1 | A mAPibe] A 7|9le] &2 o] 7|9l HA AGTE
oz vy FAAo B4 9EFS vHA Fevhd b2 FHH)Q #E AL Al (by +b;)
< 08T 2 AFE HE ZoR ot

(2) TS2000 =& w7
e 71d

() 9= 2271999 $71 o) vl Al s /19

r
2
£

oL
o

v
8
o)
£

oL
o

g
=

15

il

O

o
re
re
-
=
i)
ko
(g
rE
I
f
M,
e
e
4

CH 2> HEO MofH 2%

Aeime M P o xZ2F H|E
0310 A8E Az 495 5.5%
0313 AAE AzxY ; o 5A9 190 2.1%
0314 o, o FANAE E BRIAAEF A=Y 218 2.4%
0317 Gz, Fo] gl FoAF AxEY 358 4.0%
0320 slstEd 9 gleAE Az ; o FE A 1,055 11.8%
0321 o5 B4 B odF A= 646 7.2%

3) AHlAP1371) FES AlQete ASodr £ A9 Zigde A Aoz Yyt



RTAAO| WEZA T} 0j2f SolAmle] BEMo| 0RIE % 223

MAIE A R xZ2F H|E
0322 IFAF D ZHAEAF A2 288 3.2%
0323 H| 34 FEAE AZY 387 4.3%
0324 12k 2% AxY 717 8.0%
0325 wE57EAEAZY 7IA 2 7 Al 60 0.7%
0326 AAR-E, AFEH, 974, +F 2 T3 A= 628 7.0%
0328 A7) A Az 265 3.0%
0329 718k 71A 9 3] Az 408 4.6%
0330 A 4 Eeﬂ%a ANz 680 7.6%
0331 71k Az 36 0.4%
0435 A7), 7k, 71 2 % 124 Fa¢ 116 1.3%
0641 3 71444 516 5.8%
0746 T 2 AEZAY 697 7.8%
0747 2] AE3) A9 124 1.4%
0849 4% 9@ ozl +5Y 76 0.9%
1371 AT E] 2~ 972 10.9%

& A 8,932 100.0%

B Aol = AFAIE 179 3= Fol LRt A2y Aol gede thE 2EH
of TAE Fua] S8l ALttt ek A RS A, 7I9ER &L%o 97l v
Q1 7192 FEoA A9 0}39\*‘5 A 2 olfre W&z S40 AR e 24 s AYaE
= A=) fEiA T BAUE Be AR Ak 1%0014 94 SK(winsorized) 3t .

<E 3> BNl AHEEHE WFEY Vs EA Ttk AAZHANFAE(AROA,))S BT
e —0.009% td el i 7199 ARt Eo] ld At e At E SAFEY Ot ¢
o} ARl AR Bl 7199 AL A A Y] FAFE A grol7] wiEell A
ZA AN E(AROA,)Q FITFE 0.00022 YESIT) 7|47 (SIZE)2] BEL 19.450]
I F95E 19218011, ARAA] o) AAZEX(BTM)S Hito] 1.760]1 94 1.358°]t}
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48707 B 7} Aake] Auke AxA]8he & 4

E0, 2
AFsgd —12 B¢ 9 3

KA R &(LEV)S] Hito] 0.4850]aL 914

AT wiEEA o SHAQN SMHIH LA 3t
zkol7F A9 gle Ao2 Yehvdet o= A RIH(1)9] A2 S 7] wTolth & AT
A Abgete HAY wiE2A A A Fel Ea gE Al aaiite]l Fashe
14.7%°l |Fstet. A 27| v|FS oF 72%0l alF3tt). Ho v EAAFE(SG)= 0.0920]H
dHoldE(OPM)S] HEL 0.077°]H}.

B 3 7I&5AZH(n=8,932)

e Bz EEEA A&z 129 &9+ 329 AU
AROA, —0.009 0.076 —0.376 —0.027 —0.001 0.026 0.181
AROA, —0.008 0.076 —0.374 —0.026 0.000 0.026 0.185

SIZE 19.450 1.431 16.803 18.438 19.218 20.224 23.799

BTM 1.760 1.427 —0.198 0.800 1.358 2.256 7.775

LEV 0.485 0.210 0.048 0.329 0.487 0.633 1.016

D, 0.147 0.354 0.000 0.000 0.000 0.000 1.000

SM —0.002 0.063 —0.168 —0.040 —0.004 0.034 0.179
SM*D,, 0.001 0.025 —0.168 0.000 0.000 0.000 0.179

SG 0.092 0.497 —1.000 —0.030 0.064 0.167 30.357

OPM 0.077 0.601 —14.343 0.021 0.048 0.085 21.172

MF 0.722 0.448 0.000 0.000 1.000 1.000 1.000

wse] o]
AROA 1 91274 N5 EAAFAE -9 AL5AE 295

SIZE  : 719TFR(=A4] logik
BTM  : AZ|ARE9] AE7FR] o) AZ7FA]

LEV 1 A &(=7] 235 A/7] 254
Mo ERY (= ()] BAARZAM FHE (1)
Dy HA viE2A 719 AR nARElFel g1 Aaaktel fhadte Vel |,

=z gow 09 ghe zte tnRe
SM#Dy, + H A 9] mjEx%

G viEdEE
OPM  : 9ggelolE
MF Az7IFeld 1, 224 o 09 ft= zte s
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()9 FBBAE Bl ol TAUIEe] EAU FRAAL A Bk 255 v

O
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ool vhoba ho] S e Rolth ME2P(SM) A7) 2P AN B

= =
e ()Y FHEAE e o] mEERA S Bol 45 v o] dslE s &
% 9k A4 NERYSM*D,) vE FAPHE el ()8l BAYL Ak Aew

UERAI R, m &g 2} vlef e atel daaA o vkl S W el ekstH sl
T Atk ERA I FAEES 7o F(+)e FHRAAE Heolu v
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CH 4> 5 7 AEAH (n=8,932)

AROA,., AROA,  SIZE ~ BTM  LEV D, SM SM*D,,

AROA, 1

AROA, 0.480™" 1

SIZE 0.073"  0.099™ 1

BTM  —0.133"" —0.059"" 0.014 1

LEV —0.213"" —0.332""  0.104™ —0.054"™ 1

D,, —0.006™" —0.028™" —0.100™"  0.061™"  0.026" 1

SM —0.1777" —0.218™ —0.084™" 0.036"" 0.240"" 0.062"" 1
SM*D,,  —0.038"" —0.074"" —0.017 0.022”  0.064™" 0.105""  0.400™" 1
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AROA, . | = b, + b,SIZE, + b,BTM, + b, LEV, + b,AROA, + b, SM,

14
+b6D,, +b;D,,*SM, + ¥ 6, YD, +¢,

i=1

By S| HA 5 t 3| HA 5 t
A —0.023" —2.24 —0.025" —2.45
AROA, 0.429™ 42.09 0.429" 42.07
SIZE 0.003"" 4.98 0.003"" 5.14
BTM —0.007"" —13.29 —0.007"" —13.44
LEV —0.032"" —17.65 —0.032"" —17.65
SM —0.067"" —5.74 —0.082"" —6.43
D, 0.005™ 2.39
SM*D,, 0.082"" 2.67
Fixed Effects Year Year
Adjusted R? 0.2554 0.2564
Joint Test HO = SM+SM*Dep =0
£ =0.0001(F=0.1)
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AROA, , = by +b,SIZE, + b,BTM, + byLEV, + b,AROA, + b, SM,

14
+beD,, +b;D,,*SM, + Y6, YD, +¢,

i=1

M Z=7|28(h=6,431) X[ =7 (h=2,501)
4 A% t A% t
A —0.006 —0.47 —0.072"" —3.44
AROA, 0.426™ 35.29 0.418™ 21.46
SIZE 0.002"" 332 0.004™ 4.17
BTM —0.008™" —11.73 —0.007"" —6.79
LEV —0.042"" —8.28 —0.017" —2.16
SM —0.070"" —4.71 —0.104™ —423
D, 0.004" 1.95 0.004 0.82
SM*D,, 0.086" 251 0.053 0.79
Fixed Effects Year Year
Adjusted R? 0.2715 0.2237
Joint Tests HO : SM+SM#D,,=0 HO : SM+SM#D,,=0
B =0.16(F~0.25) B = —0.051(F=0.65)
HO : A 2% (SM+SMxD,,
— 8] 4| 2% (SM + SM*D,,) =0)
B =0.067(F~0.79)
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AROA, . = by + b,SIZE, + b,BTM, + b,LEV, + b,AROA, + b SM,

14
+bgD,, +b:D,,*SM, + Y6, YD, + ¢,

i=1

WEMEE > 0 (1=5862) EMEE < 0 (h=3070)
iR A% t A% t
z=h| —0.003 —0.25 —0.078"" —2.97
AROA, 0475 37.72 0351 18.48
SIZE 0.002™ 3.15 0.005"" 4.15
BTM —0.007"" —11.18 —0.007"" —6.08
LEV —0.037"" —8.05 —0.031"" —3.7
SM —0.073™" —5.38 —0.091"" —3.36
D, 0.004 1.74 0.009” 2.22
SM*D,, 0.024 0.71 0.159" 2.64
Fixed Effect ¥3+ ¥3+
Adjusted R 0.2931 0.1853
Joint Tests HO : SM+SM#*D, =0 HO : SM+SM#*D,,=0
B = —0.049(F~2.35) B =0.068(F ~1.56)
HO : A3 ZH(SM+SM#D,,)
—H] A ZH(SM+SM#Dg,) =0
8= —0.11(F~3.99")
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AROA, .= b, + b, SIZE, + b,BTM, + b, LEV, + byAROA, + b,SM,

E 8 JYOIHEM WE ZH EZJL Ol £499 &4HY =4

+beD,, + b, D,,* SM, + id,; YD, +e,
=
AAUOIAE >= 0 (n=4,447) AUAO|AE < 0 (n=4,485)
i Al t Al t
) 0.009 0.77 —0.054"" —34
AROA, 0377 25.7 0.451™" 31.56
SIZE 0.001" 1.74 0.004™" 4.64
BTM —0.008"" —11.8 —0.007"" —8.36
LEV —0.035"" —6.5 —0.030"" —4.7
SM —0.077"" —4.47 —0.073"" —3.78
D, 0.003 1.34 0.004 126
SM*D,, —0.003 —0.07 0.1517" 3.18
Fixed Effect ¥+ ¥+
Adjusted R’ 0.2461 0.2456
Joint Tests HO : SM+SM*DOPZ*(2 HO : SM+SM*DOPTO
8= —0.079(F=~4.57") B8 =0.078(F~3.18")
HO : 29 0] Q) E(SM+SM#D,y)
— A9 0] E(SM+SM#*Dgy) =0
B= —0.157(F~7.38"")
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The Effects of Inventory on the Association
between Sales Manipulation and Future
Profitability

Hwadeuk Yi® - Manseek Choi™"

{Abstract>
The purpose of this paper is to test whether the relation between sales manipulation and future
profitability differs across the business environments. Specifically, we focus on the condition
where the inventory level is higher than peers and the inventory —to—asset is decreasing. In this
circumstance, we predict sales manipulation is not likely to decrease future profitability.

Sales manipulation refers to providing customers drastic discounts or extending credit, and
increases immediate revenue and profit but impedes economic substance and future performance.
However, if firm does not conduct sales promotions in spite of inventory pileup, the firm will
experience increased inventory cost and losses from inventory obsolescence. If this is the case, it
will be rational for managers to conduct sales manipulation through discount promotion and
extending credit to its customers, that is, sales manipulation is rational behavior of managers to
avoid additional losses rather than manager’s opportunistic behavior. Therefore, we expect sales
manipulations conducted by firms experiencing high-and-decreasing inventory level are not
likely to decrease future profitability.

We find, consistent with prior studies, sales manipulation tends to decrease future profitability in
general. However, sales manipulations of inventory —pileup —firms are not likely to decrease future
profitability. In addition, we find the nonnegative relation between sales manipulation and future
profitability is stronger in declining and less profitable firms.

To sum up, our findings imply that not all the sales manipulations are neither motivated by
opportunistic behavior nor hampering future profitability. We suggest that stakeholders of financial
statements should consider the circumstances and environments surrounding the firm when they
interpret the sales manipulation.

<{Key words> sales manipulation, real earnings management, inventory, future profitability, rational
behavior
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