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292 2714 1.031*** -0.125 0.196 -0.003
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2%2: VIt = b0 + bl SONSi + b3 JBDUMi + ei

©¥3: VIt = b0 + b2 RASSETi + ei
284 Vit = b0 + b2 RASSETi + b3 JBDUMI + ei

Y b0 bl b2 b3 2y F adj R2
%] 1.190*** 0.008 0.169 -0.004
292 1.086*** -0.018 0.385** 2.784** 0.008
243 1.189*** -0.018 0.016 -0.002
234 1.100*** -0.045 0.356* 2.410* 0.006
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N=469 | 1.052*** 0.012*** 5.889™ 0.010
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N=469 | 0.738 0.012** 1 0.013 2.953* 0.008

1% ™, e A2 10, 5, 1%5EAAN fEe Yehiy b0E AQE 4 A fadL O3S o

& Ao,

2. F7Hd9NEe F9e s 2o
SONS: F&3AHe +,
RASSET: Aui3jAle] @At / A3
JBRANK: 24489 ¢4 (1 ~ 30),
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7142 -3 -2 -1 0 1 2 3
(BEF)
HA(479) 0.576 | 0.981 | 1.001 | 1.066 0.791 | 0.857 | 0.943
271%(239) 0.617 | 1.075 | 1.061 | 0.904 0.913 | 1.036 1.051
714 (240) 0.534 | 0.887 | 0.942 | 1.228"*| 0.670 | 0.680 | 0.836
H A4 (314) 0.562 | 0.979 | 1.005 | 0.935 0.781 | 0.861 | 0.996
A (165) 0.602 | 0984 | 0.995 | 1.316™*| 0.810 | 0.840 | 0.842
AL &A1 (128) 0.539 | 0.913 | 0.977 | 1.436***| 0.707 | 0.708 | 0.765
AE&2719(37) 0.817 | 1.230 | 1.057 | 0.900 1.169 | 1.357* | 1.109
B A & 71 (112) 0.529 | 0.857 | 0.901 | 0.990 0.629 | 0.635 | 0.916
v A & 427111 (202) 0.581 | 1.047 | 1.062 | 0.905 0.866 | 0.977 1.040
sd B
2¥1: VIt = b0 + bl LSIZEi + ei
232 VIt = b0 + bl LSIZEi + b2 JBDUMi + ei

2y F b0 bl b2 B2y F adj R2

231 0 -1.825 0.113* 4.068** 0.006

z2y2 0 -0.524 0.058 0.304** 3.610** 0.011
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Reverse Firm Size Phenomenon Around
The Disclosure of Consolidated
Financial Statements

Jongdae Kim*

Abstract

This paper investigates the information content of the consolidated financial statements
and the relationship between the stock price response and firm size. Unlike the traditional
firm size hypothesis which predicts the negative correlations, this study predicts the
reverse relationship. Since the information availability does not vary according to firm size
in the case of Korean firms consolidated Financial Statements, during the period of
1993-95 relatively large stock price movements for small firms will not show up. Rather,
investors will find it more difficult to predict consolidated F/S for large firms which are
mostly members of 30 largest Jaebul groups.

Test results based on the variances of excess returns around the disclosure of
consolidated F/S show that the stock price significantly responds to the information for the
disclosure week and the prior week. When total samples are divided into two portfolios
based on the market capitalization, large firms stock price response turned out to be
greater than that of small firms with varying degree of statistical significance. However,
when a dummy variable with the value of unity for the 30 largest Jaebul group firms and
0 otherwise was added to the regression model, only the Jaebul dummy turned out to be
significant (positive).

In addition, proxy variables representing consolidation complexity such as the number of
sons and the ratic of unconsolidated total assets to consolidated total assets did not have
significant relationship with the stock price movements, whereas the number of firms in
each Jaebul group, a proxy for the structural complexity of the Jaebul group, shows
significantly positive relationship with the stock price movements. In conclusion, the
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reverse firm size phenomenon was observed as predicted. The empirical results also
indicate that the reverse relationship was not due to the firm size or consolidation
complexity but to the Jaebul groups’ structural complexity.

Key Words: Firm Size, Consolidated Financial Statement, Information Content, Jaebul
Group, Reverse Firm Size Phenomenon

* Associate Professor, Department of Accounting Chungbuk National University

108 AYUAT 29 M22 20004 58



