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3o, EAEIT AFAIZL A5 g9 o

£ 3] o FAEIT AFEF Tolle d
o g Fof ARBAI A4E. 4AY Fa
g0l ¢fE AHoH AREFE RINHE
Yetlie 20| Bold, FAdFo] eaddeol
HOAFEEE SFEYHA Aol Y Aoz
ddddt, a2 ddEge] Iz AZIAY
FE2 FIT A fde FAEFY AFdFo] &
o ABRBAE M £ U Aol &, 9UF
70 SRR 438 FAAEE AY EAE
AEE + 3a, FE2 Az Ade FAdE
9% AFEFRYS F7E Ao,

B 9947 FA” B4t $L At B
F¢ AFE oW WEeE x¥dn AfAES
ofgA ¥EtertE AR Hsid dHde
(CFO)# Y& d3/Y ¥ #%(CFII, CFIO,
CFFI1, CFFO) e A##AE AF3HAH.

CFOQ} CFIIZY A##Ae d9d3d 54

Y T BAE ATEE Ao2M 4YEF
ol REG SAbe At EE Bold 8 %
gete @io] AertE AFste Aot dwry
o8 F9EFol HARA Ak A4 &9 Aud
AE 71 Aotk @9, 49480l ¥ AF

9) ALATYEY FUL F2 AAFA dgta, F&2 F2 T WRd AU dM ALAREEE AU FEE UEE

T3 AN E gt HE gl

ST H32A M2 20039 28
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o AE AEG Ko Fat7] o F s
wAE

Tolle FBBAL A gAY FE 59
74 Aoz Jddd. '

CFOS% CFIOZte 4#dAe 99834 74
AEHE e BAE BE Aot 94dE] A
Z85E FAAS0] A Aoln, dH@Fl ¢
3EFE BARAEo] BE AL diso] 43A
F7t G5d AR e

CFO$ CFFIZte] Zd#Ae 94983H AF
IR Ao #AE AvRe Rolg. dHHe
2 Jd¥Fo] Az¥S,E AFEFRY] & A
oz dise AuAsre 25Y ez 44
o 8 94¥ B0l ¥ Hake 2o AFEF
€ 5ol ¥3& BFY /U0 Fapr] WA F
Hedle S8 FadA7t gAY 4 29
BAE /M2 ALz &ddd.

CFO$} CFFOte] AadAEe 4983 AF
HAFHE e BAE Anie Aoig. I¢9¥s
o] Ax¥L+E AFHFHE] FE Foln] IHA
Fo] FLUFE FAE BB sHA0 ¥l o
ol 498 AFEEHE Tole B BA7
dq4dd.

I AFradHd e @FEENY 48
A ABFLE F /A2 ol EY3NT F
Ad2+87t e 3¢ FALERYA o ¥o
gE3teA AFdSHY o ol JEeAE
AZ3] A% FAYFHE(CFIOH FAHF
% (CFID) ¥ AFEFHY(CFFDHS] 3284
€ Avjugtt. ¥9, FAEEr89 2Ad B
AgzgP Ao Aozt YeAE AWET] Ao

B4

0 R R SN SRR

LR FHEYHFALFRE 95 o F
B3} AEADFFEIAHFAETRHE T4 7
gk Ad) ol F A48/ASF(CFIO% CFII, CFIO
s} CFFD7} #el7t eX g 2B BT 2 %
Yo g AFEFrad et nAFdaFEI
3 AAFEEREAY B F FRASF(CFFOS
CFII, CFFO% CFFD)7} o7t &R & AFst
pil=

3) AAEH

AALH L EAA 2 UF AFFart o= F
T 9983 98t 29H1n o= Ax7} Fa
A L AFEF9 o3t zederte BAde
Aok, FHWSR EAAZ YT AFFLE
CFIOE AH@. o] ¥ge AN H3z
2A5e AgATETSE e YFTIEHAN T+
37 W&o 1AMt W3z st AYPAT
oA AMgste HeRth Y AEH A2 &
A7 "ok, APAToA 23T e ¢8F
s8/M4dee 24% CFId #3dta £ & 9
g & B BAXEE A8 F7Me AR
M HEez Ag A FRsAY 7a?
& Agse REAAEE Fied ol A¥E F
A &g 2HA Rk, @H, dudse 88
FUEHAE AT, 9Y9EF(CFO)L «¥
FE5EolBE U AHgsla, FASEY ARE
52 47 EAEFHUCFINT AFEIFHY
(CFFD& Agd+z & IARAE AAsdd
olg #Hoz W 4(1)7 2

10) AN e hs) BFAUE YAEA dech AR7ldn WE A9 Aole AAINEEos Prled TR o
ol 49 YA ebq ARride) Hst2 43 FAXEL FYLRE TWAHA Eot
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CFI04=bo+b1CFOi; +b2CF1li + baCFFIi + ey
(D

FRAFFRA UE AALNT fA AT
AF5L(CFRO) U@ HARHE 4(2F o
$31od YAse,

CFFOi.=bo+biCFOi, +b2CFIli, + bsCFFT;: +ei
(2)

AAFAE AFFaddE2 AN EE ANER
o g AALNH A AF5Lee DAY we
Aol deAE vadle g2 AAEE. 3
A4 (D (2)9M B+ AT ZE HP9HF
E %Y &g 1 Aoz g 53§ U3
AFzeR Ao wel FAAFFeor god £4
AFHYe dvgo] 2 Aoz JAHH, AR
d34a0t god AREI R d9Ye] &
Aoz dAadrd

3.4.2 234 A%

#H9 Shyam-Sunder and Myers(1999)
7t o= V1€ didez AAE BHA AFol
B AgzEcHolEe] AARAE] e i
vk 7YX E 498 E Zerte B

F3Ach o) Adtd tgI ol MFE F
o gt

CFO. : 99522 AT BIBH//125A4
DIV: © @uigel/7| 23

CFIO. : SARFOR A% WFH2/71 2320
AW, @ $AAEAFA/7) 25

ZAGHAT 32 M12 20034 28

YeHE % AT UL XFEFHH

R @ A7 HE37871 73 /71 2%
D @ TBFA/7|2FAD

1) A2zgesoled 33
A M58 o188 4(9F L) AFTE F
Ao,

DEF.=DIV.+CFIO:+ AW, +R-CFO: (3)

A&48 DEF(cash deficit)e #3w3dd, =
B3 A2, &AL 37t 54NN 5o
2 g AFE WEE8Y ¥ 29 dPdE
2 393tz FEF3AY de F9E ouit
%, 99¥eoE FPIaE EEF FALe 1A
daol} FA LY F gRFELE 2EE FiE|
g1 7Hgsta ok, 28y DEFdle WEF49
E 08 &9 FAEIFUe 2¢EHA g2 g9
v A% F¢ 987t 9t

FAu&e] Bt AFFad ojd #HE HEe
7V AFE) A% 4 (W)€ AFet

ADy=bo+b1DEFi+ex 4

oq7ldM ADpE F3 Aot B FIHE 9
o gt

oM AEdD e ABFZEEAEL &9 7
EAFZ2E A 28 (basic pecking order model)
ol ol 7|BALE YEFFLE REY AST
v BF 242 F9dve Mo 2A%n 9
o} o] REL EXNETHYH FLHE B3 A
FRIFFAE nRstA g FAH W] [
AFZEeAMo)ES S8 AFH ddAMe F
ARFHYTY FAEYE B AFEIRYS &
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A 22 wast gty

ojg} ZL o|foM o] AT DEFE &
M2 3 FAEERY, FAEd S Bapdd s
58 AFEIRYES A ARusE n@
B4Ry g AFsAr.

DEFit=bo+b1CFIli +b2CFDIjt
+bsCFELi +eit (5)
o714 CFlle FA¥FH#YE, CFDIE #4
4 B¢ AF¥FRYE, 28x CFEle F
A4 5 AFAFRYE v, V€A
Z22¢M 23 e 49859 DEFS $48p9 ¥
AHl&e] ¥F e dedARYE o83tn ¢
o 2y o] APl Fgse §FRYL
AAEH7] G&o] AFHE - 204 E YR e
DEFE T&U4E 3 AYHSEA dYda3e
A A 7k @FHYE A3t Sl RS
%9 & 3 9H¥EL DEFol EHHY Sle
o, Agdees UEEEY E UE 39 FAEF
FU(CFID#H 7589 F & L3+
Y(CFDD# FALAEF /U (CFEDE o] &3t
At dex WEFEF JESE FU0] BF X
e 2¥olrlo] #FRYolgtn 2 ol FA
ot Bo EF JEAFZECH LG9 @
g DEF7} 49¥i47) oljel F4d42 uiidl
€l ole F&Aolv MY FEHE EAE op
A7 gedn &g F, 71EAFZECA Y
dre AgHE - 2340l 7o WEE Z 41

de7ke HEYY. 9, ¥FEIPdMe ASF

% 2390 FAUTRY, FALYEIAY 2
FOLPRFRYA A3l Yot FFHEAE
AEw,

2) AuH FHolee A3

Aed AEolgdMe FiA9o AIFHHA(tax
shields)# =AM 8-(bankruptcy cost) ZrllE
2% 8A (tradeoff) 7t EA 7] & HE7d
of mWg FAlAFY HANYe tE A Lol
dXshe HoM HHAEFZ(optimal capital
structure)7t 48 Eo. wed 7de 3
AAETFZI g Aoy 7 JIYgEL AR
ARRETFZAN 2T A+ FAAEFZZ 3
Az na e feol UE Aolgn 7. 3
By ol HAALETZYG AAAETFZG
HePxrt Fapul&e] g 3 dydcin 714
g}, mebd FeA FEolBoM e A(6)T 2
BAE HF3

ADi=a+bra(Di*-Dit) +ei (6)

A714M Dy*e AHALTZE visted 3F
AARTZE € F e Yol glde Ao &
of ZAHtolct, UukA oz AZFAFAM HHAE
Fz gF deldF2A #A 93 7k B4
YR g 7Y ol AMS#t}, Jalilvand and
Harris(1984)° o3 A 370 o|gHTE
AHeshe o] FEjAelgtn Badtn giot. o &
TFAME AF 717 A 3370y o|EHF FAy
&& o) gl TR ER ALEIA

11) Shyam-Sunder and Myers(1999, p.225)% #ijul&¢] £& FEIN e AF2ETA B Hey FEolg8g T3] ol
$7 Raulgo]l B8 A5 FH 4223 490 o EolXn AP eriwd] due] iy Roldln Ha vk
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V. AEENZY

4.1 71E5&HX|

(B 1€ o] &7 AHEE F8 @FEFWT
o 71EFANE BAF3 Yot

(F 1ol 2d efoz 238 JAFF(CFO),
FAHF(CFD) 9 AMFEF(CFF)o| 71234
oA AR de HFL WE EX FAT FHo
249 EAFZHU(CFID, AFAFHY(CFFD,
EAPFHE(CFIO) ¥ AFEFHE(CFFO)S
5 7)12FA Y] 20% ol4e® 1 TR
g Aoz Jedn Ut 53] AFdFRYe] &
Ase HFo] 712FA4F o] 55.6%° o221
glold dierd] e Aoz vehtzn ded oe

Selvet 7l Ee] g2 FAMEE fAdT e

it

AP Y XIBTRUHY ANI=DHY

A7 BAY Ao B 5 UY. B3 AREEH
A7 ARRFHEY HuFe BE 79 72FR
Abe] 11w} o)Al Edle AR e Aoz U
ghta Ich'? @9, w2e] A% 1981-1991 7l
F B HIBETIHERS AER A2Y 3/4 ¥
< YEIFgow z9da Ut (Lamont, 1997)
oje] ulEW e 1gEe IPVREE
CFO7} AEA A2 CFIONA AAshe v|FL
129%(0.0337/0.2768) 4% &3 3olM o}
F gl £3olge A€ ¢ F U =¥ $3
Uet 71989 AEHEY(DEF)e] FAA di|
30%9 sl Qlold ARE £Ede ¢ + ¢
t}. DEFE 2R A&, WY, $A448, $AAE
W3l B 2997 A% 29 F 4P E 2=
NFA 23 Fdo] 712FANeN AR e vl&E
Uehly] dBe] $euet 71gSel AaAA 4
232448 Al o) gtk A& ¢ & Yot

(E 1) 7188A*|(n=3,628)

CFO CFI CFF CFll CFFI CFIO CFFO DEF
Ha 0.0337 | -0.0650 0.0361 0.2118 0.5561 | 0.2768 0.5200 0.2912
=% 0.0340 | -0.0549 0.0215 0.0989 0.2822 | 0.1761 0.2483 0.1898
FEHA | 0.0999 0.1136 0.1287 0.3374 0.8479 | 0.3431 0.8385 0.3629
Hxgk | -0.9863 | -0.6975 | -0.9918 | -0.0119 0.0000 | 0.0001 0.0000 | -0.3052
Az 0.6159 0.9860 0.7490 3.8245 | 11.3694 | 3.8176 | 11.2765 3.7655

(F) CFO : 998 3/7123A4% CFl : R F/712344 CFF @ AFHE/7123A410
CFII : BARFRY/712%A4 CFFI @ AFEFHA/N2F3A
CFIO : BAdF#E/7123Ah CFFO © AFEFRE/71 2344

DEF : A8+59 (4 (3) &)

12) 9% Mugd7old Rng JP8E 2R Ay - AUT1998)9) S 0.07((IG01Y +7Peh)/71230), A5
(1992)9) A< 0.396(MZA7 ¥ AP LAALR/ARARYI AT 712234, FHA(1996)9] BF 0.34[(AFF +77}
A7) /48AY, §28(1994)9) AS 0.151((€0] +HldI Y £)/2 A Fog o] AT 0.034(FHVF/712FA
BT B8 B2 GRS ¢ 4 AT ole AYATEIN AR Y] dAEeE AXE ¢ A

YA M323 H12 20034 28
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4.2 HuEA 24 gt

4.2.1 9988 Agxe FadA

(E )& BE& AATE ¥ o, HES
d98F, AAN7 AE AR, AFHE o
2o o 7R 718 wet AFAEEE Yo A
FEETY] FRVAE BT 2HE HAqF2 3
o 53 998l we AgzeY Ao o)zt
Je7te AWE7] Al 998F STy ¢
3G HelA 2 AFsgAF T FREAE ¥
gt E 49¥F 39 20% AR ¥4
20% AT WelX FFad3dF e YduAE
Hastg o 2EAMY Ene A,

#24

(B 2)9 FuBARN #2" AARLY
ZE AFAGELY F7t Aoz fARE 2
}E HAFn o 9@ 43, BA
Ax 9 71g7t=d #A8lel CFO% CFI, CFO
¢ CFF, CF1¢ CFF 39 d#dAe 2% &4
Aoz R &9 BAE ZH3 Yo 53
CFI¢t CFF e AF7F -0.45904 -0.74A}9]
9 #& Ze A £9 JuBAE e A=
vetta sl ot AsdEd A&7t sle A
9| 7% CFO% CFF el &9 ¥adAe 713
781, CFIg CFF 9 &9 d#dAe M
% ez =uz Ud. ole HmH AFd
Af7t e e W] ¢5Y Z¥ AF
HEf2el ddHes o ¥3, = FAYIEE

(£ 2) JYHS(CFO)T} ABxR JBHA|

ABHA #

NE|  TREE CFO, | CFoO, CFI, CFO, CFO, CFO, CFo,

CFI CFF CFF CFII CFIO CFFI CFFO
AX |ANER(3,628) | -0.2770 | -0.4022 | -0.6203 | -0.0565 | 0.0362 | -0.1553 | -0.0953
g | #%(1,148) -0.2303 | -0.1918 | -0.7376 | -0.1903 | -0.0990 | -0.0889 | -0.0627
YT | ¥4(2,480) -0.2045 | -0.3192 | -0.7172 | -0.0019 | 0.0581 | -0.0774 | -0.0292
A7 | 1995-1997(1,817) | -0.3051 | -0.3812 | -0.5987 | -0.0441 | 0.0521 | -0.1473 | -0.0984
#7111998-2000(1,811) | -0.3058 | -0.4158 | -0.5829 | -0.0748 | 0.0268 | -0.1544 | -0.0898
e | & 719(1,814) -0.2731 | -0.3623 | -0.6208 | -0.1081 | 0.0087 | -0.2055 | -0.1141
TE | ate 719(1,814) | -0.2822 | -0.4615 | -0.6188 | -0.0124 | 0.0636 | -0.1446 | -0.0953
Az | $5719(1,814) | -0.3228 | -0.3048 | -0.6673 | 0.0055 | 0.1100 | -0.1441 | -0.1018
B | 4719(1,814) | -0.3089 | -0.5182 | -0.4587 | 0.0144 | 0.3526 | -0.0933 | 0.0067

() CFO : 948 E/712FA% CFI : FAME/N123A44 CFF : AFHF/712EA
CFII : EAE289U/712%44 CFF] : AFEE7Y/71 2224
CFIO : 548 8/&/71%%24% CFFO : AFHEERE/71 2532441
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dyeg ¥ NFTLHBY NSZFYMY

i

o)

o AFds o] AEAL FoF ez ot
Ade A& -4 ojgth & zgd JRALE o
7F 2 Agd A% 448 AFdEREE 2
gal7] 9jsta) apatel Aol &gt F=rt A
gHece AAY FAEFHES TE37] 9o
AFEFHYo dEste FE7t AdFeE AG

A& gugt} £ AFo] J/7t U A5l
gk CFO% CFI09 A##A7t 0.35262.2A4
ostA Ao BAE ZE Aoz etz JUth
Z AFd q4#7t dE AT AEH 220
Z7tsle BAE Zed

d9d2e A3, AAA7 A, JIY9HAR, AE
RZd R u} FABEH AFEF] FY @
gAe 844 44 ¢ oy dAder FA
Aoz fog A= A7t e FEE o
2@ 4 9 dAdg d9Ese +5¢Y A+ F
A4 27 AFET o4 A o] FAEH
(CFO$t CFI9 A##AE -0.2303°/% CFO%
CFFY A##AE -0.1918), ddd@zo] 4
A% CFO% CFFe A#aArt -0.31922A
CFO$% CFI9l A#aA -0.20458Y 43t o =
& Aoz yehta Qi ole ddEFol ¢5d
3% FANEE she AEte 74 382 E
PAY F7t AYE A2AIE AP o B
Ao & 4 U

=g 498 FL FAEIHY(CFID, FAHH
#2Z(CFIO), AFHFR/Y(CFFD) ¥ AFAEH
Z(CFFO)% ZA Fd#AE Z7 v Aoz
ez oo vt ZI9Ed 44 971 94
"é%" Asto] wel Ak ARIAY, FAAE

£ AYFAAY, B F9] LS 5 e
S AEFOAY, i F¥ T2 dAEe
Ao Filtte AL BAEt 12u ole 97

Y Bl M32A H1E 20034 29

SR

o dFEE7E9] FRHA )] Wi olE &F
ol 471H o2 FAWAV} Faiite A& Avist
Ae ¥

U AANNE AFY ASEEES T A
AFe BEF Aozt Side FAE LA
JETY. e JBAFEC] AAN7 A3 T
Bo BAQOl obF fAH JEL USe @
F itk JdH R b AFEEEF T d#
AT gAHez FAAY CFOY CFF %
CFO$¢t CFII8 A##AE 7Rl weh ozt
9 o7} gl Aoz BT B pAFoRE
e J1glel A4 dddE AFdE o 4w
AF7E 438 ZAe &9 BA(-0.4615)8 AL
A ¢ F Ut ol 7l wstd FHe
J14e 4PEF At AFEF BE 29 9
g nxe Ao HHE & sk &, AL 7
AAEL A Fo] A2F AS BAE T A
229890 Zdta, AHdIo| FI3F Atole
EAE Agsle @4 M AR AddET & 7
ook, ¥8 ze sIge CFO% CFIIg AdAls
(-0.0124)= Ay gle Aoz Jehtz glon,
2 71949 A%e IAe ?M“* *Jq]zd,o_.% e
7190 wigtd FE2E 9 £ So FAUA
(-0.1081) & e AL UrF—Mn A, Fe 7]
d9 A% CFOS CFII9 A@dA7L 28 gl
A AEE 2] A9 gle A FAHE Ao
2 N £ A & E VY dRAEE
olgste] FAYFE 7] dRd] dHEFol Ax
§ A5 olE AR AgE 2 o] o=
1% e Ao E 4 e vk AL e a9
2 47t e Aoz #AE & g Aol

mn&lrxi
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4.2.2 AT 2YAR AF2E 488A

(% 3)9 Panel Ax FAEE/HEY 2A4d
& 3389 ARWAE AN dd. FAE
FHFE(CFIO)H FAEFHY(CFIDY FTeA
€ 2% AFo d#7F de 459 0.2270&
AYdne ACFIOFDe] ¥ A AaTA
(0.9268914 0.9696 Ale])E Heolm glont A
CFIOHYY ZA$de ABBA7 IA PolRle
A(0.1560014 0.2851 Ate]) oz Uehtz o},
olg AHEA AFo] B 7|PE0] FAHEANEY
33 HEE AINEE B FAUFAYLE 3
Zeta glom, ARA AZo] L ate ANA
& B3l #3& e @] Fide R
< uidd gdsd AR A2z AT FAE
FHE B JAe FAETRYE Bt A
€ 23 WA ATZEAA'E Wol A8
I gde AE ot I, a5A3GH A
EAGEATY FAETHEY FAMIRY T
BRAS Aole AFAHACY A$-E Agsan
E BAFLE oF foF AL Yeita gl

Hidel] BEAYF/HE(CFIO)H AFAFHY(CFFD)
7t ARABAE BE 1CFIOA DY ACFI0%
@ BT ARuArt d2 24 g A2E Yehd
I Stk B3] RCFIOHTSY ZAfe FAEFH
2% AFAFHY B ABBASL ol 2 H
oz ALY A& FAY FH9 EYL G
AFe x| o&ste Aol ddtde A o
el ojgt #e Azt APdT A i
4R Aoy, U AFZEAHE At
3 2yl

(% 3)9 Panel B& AFEFFEY 1A o
€ 83389 A¢dAE JeldY. 2CFFORG
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[+]
h

2Ag gRdel Be PuE dulud. 3
CFFOX®S A% AZHFH2(CFFO)% A
PAFHYCEFD 29 4BBAE oFF Fobd
(0.9704e14 0.9952 Ate]) AHIY Thel ¥
AYTe A2e 2 222 )R YeT
duigch ge FAAF deAR ol
PASEE 4B ATEIFRI B WAke AT
ATHUE B2 W2 AT2YRA'E PAhske
Re ¢+ 9.

294 AR THEYGL AREIHED A
PATRY B HRWAT HuAEelE S
294 $AE ¥eE ¢ 9 293 IAT
AR AATEZHEYE 29 ATETF
F23 ATATHY 29 BBAF Aok FAA
oz olF #9@ Aoz Uehtn Yo ady
ARFHER FAUZRY ) ABAFE A
239 aAd WAl M2 ¥4 %t AoE
dehtn gon e T AelE foHA ¥ee
&+ Qe AT HEH ATZYRAE AA
s Ao,

E@ (E DoldE AR ¥aht 7198y
(RFAFHBE Ao BAgel BFsEUe
JBUAZL 93T YU AAYE udFa 9
% & FARIREO) B UM FE A
FHUE B9 AF2LE 1, ATAZHE
g A F2 APEIHUL Foo ATz
& st ugAd AFzYRAL Ak 7AYol
o7 e Ao vehich

=

T
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FHHE % IP%TR%’!**J—} AFEEYH

(E 3) NSRUHY NFTY ABA
Panel A : EA8Z4E 1Ad g AF2E FHIA
AAEE
Ao
A ® T ero(814) ACFIO(1.814) 3] 23
(CFI0, CFID) 0.9544 0.2327 07217 31.94
(CFIO. CFFD) 0.0521 0.1675 20.1154 2.49
AAY7 A/ AN F
B
SRIA A SRI0(909/906) | ACFIO(908/905) o] Z8
(CFIO. CFID | 0.9620/0.9511 0.2851/0.2698 | 0.6750/0.6813 | 25.26/23.53
(CFIO. CFFI) | 0.0319/0.0837 0.0885/0.2174 _|-0.0566/-0.1337| _-0.85/-2.06
2714 / 3 74
B2
AR oEI01907/907) | ACFIOWG07/907) o] za
(CFIO. CFID | 0.9696/0.9268 0.2486/0.2196 | 0.7210/0.7072 | 27.54/21.23
(CFIO. CFFI) | 0.0350/0.0457 0.1909/0.1574 |-0.1559/-0.1117] _-2.38/-1.70
AgEE / AFdF
A) I’—]—" T Y
SRWA N CRI0(907/007) | ACFIO07/907) 3ol z3k
(CFIO. CFID | 0.9545/0.2270 0.9542/0.1560 | 0.7003/0.0710 | _ 24.36/1.11
(CFIO. CFFI) | -0.0035/0.0423 0.1210/0.2072  |-0.1245/-01649| _ -1.88/-2.52
Panel B : ASHE&S 1Ad & Azz2 AHAA
AAHE
A 3&—1
FRUA % o erRO(L810) ACFFO(1.814) 3] Z3k
(CFFO, CFFD) 0.9906 0.4359 0.5547 47.04
(CFFO. CFID) 0.0667 0.0940 20.0253 20.58
AN A/ BAAAN F
4an
FaEA = ICFFO(909/906) | ACFF0O(908/905) }o z3k
(CFFO. CFFI) | 0.9929/0.9902 0.4710/0.4180 | 0.5199/0.5722| 34.71/33.22
(CFFO. CFII) | 0.0409/0.0942 0.0956/0.0792 | -0.0547/0.015 | _ -0.83/0.23
& 71dAe / Fe 73
A3l 3
SRWA [ oFro(907/907) | ACFFO(07/907) 3] 28
(CFFO. GFFD | 0.9952/0.9704 0.4628/0.3939 | 0.5304/0.5765 | _ 37.79/25.30
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Cash from Operations, Source of Cash Requirements
and Financing Policy

Yoon, Soon Suk*

Abstract

This paper hypothesizes that firms will employ different financing policies depending on
the level of cash from operations and the source of cash requirements, and empirically
analyzes the hypothesis using 3,628 firm-year observations. The paper also empirically
examined whether the pecking order theory and the static tradeoff theory work well for
the Korean firms. Most of the Korean firms are highly leveraged. Therefore, the paper
hypothesizes that especially the pecking order theory will not work well in explaining the
financing policies of the Korean firms.

This paper documents that the Korean firms finance cash requirements in the order of
cash inflows from investment activities, cash flows from operations and cash inflows from
financing activities. The results indicate that the pecking order theory fails to explain the
financing policies of the Korean firms, and that we need to include in the financing model
not only debt financing variable but also other major variables like cash inflows from
investment activities and equity financing. The static tradeoff theory has a relatively high
explanatory power than the pecking order theory for the Korean firms. However, care
should be taken in interpreting the results since the static tradeoff model is likely to have
a high explanatory power by construction since it uses a three-year moving average debt
ratio as target debt ratio.

One of the major finding of the study suggests that the Korean firms tend to employ
matching financing policy. In other words, firms with large capital expenditures depend

* Professor, Department of Business Administration, Chonnam National University.
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heavily on cash inflows from investment activities while firms with large debt redemption
requirements depend heavily on cash inflows from financing activities.

1 dichotomized the sample into pre- and post-financial crisis period groups, big and
small firm groups, tight and loose financial slack groups, and so forth and reran the tests
for sensitivity analyses. The results were robust irrespective of many sensitivity analyses.

Key Words: Cash from operations, cash deficit, pecking order theory, static tradeoff
theory, matching financing strategy.
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