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2xE - BN - ol

& 1 7I=8A

2 oo R Aid AAH U 124 24 F Azl dgete 2471ES ALSRREHA dx, F
WS o] 8% ZAetE 7|19E ATFUAACE digon, REVME FHTA AdE 200249 1198 71FLE
sl A 2d(20009 3 2001d)F T 2d(2002¢9# 20039) & ZEAA, FHBA AF 7|78 vwdldd. ¢
e AAF FE BE2X FE 1500700th. ARV3IAZ-AEATA) S ARERAFIER wet U+ EddA
H2L9 FHF/N5AES Agtele YEvAAFAES 73 T BulghE FHdld AT AFV1T FX(-1¥8%H +1
g7 e F3 Holth o] W AHAE FAoz T vFAFAEL KIS-SMATY AEE o &3ttt ATV3
(Abnormal Trading Volume)E ARV3S mb7lA2 AAZ2ZRY wejo) o) d¥ AdFS #PFAF2 Ue
Zold ABANEE AAALAFAFE i 4 40T F ARLE VR -19RH +197A FAAR %
oltl, POSTE ZATAIE Ay Hojd 09 g, Folw 19 #E /e tujdgeltt, 7GRz asd dig
EAMER o] 45 LNSIZEE AHAYdX e BEF A0S F7he S FA5(REF)E 3¢ 2 A9REIR
B33 gtolth, ABAUER B71&oldold Ar|goleld A474e F Ayoldoz whiro] 2 o] Adaks 4
& Aojth, 4 TAY ¥ LS HAGE 29 19 19%7H 7 FALAAY g FAHG Folt}.

My HES Ha Ay ZZFHEHR} Z|chZt 2 gt
ARV3 1500 0.0778 0.0600 0.06% 0.4644 0.0041
ATV3 1500 -0.0015 -0.0384 onxe 0.9448 -0.1080
ABAUE 1500 1.74%6 0.6126 4.2746 49,4905 0.0004
LNSIZE 1500 2475 24.41 1.61 20 2.7
FRAMNTAIL S 18 37 37 15 & 5
ol EZAIL S %67 48 9 13 8 14
FEEXBAYS 1415 0 5¢) 8 & 28
FERESTANYS 1500 e 68 8 i¢] 37
| ZolYBA LS 1500 51 53 14 & 5

o o] Wae WEE 51, FURS 53Y2 U (E D& FHINE AFR S, ¥ A7

it 2 B4 oAl A 28 F&  ASE FL M54S9 FRae) A Aol

NFE 4L ¢ 4 Tk AN of 44 g UeA 4RE A AT T-test A7HE He

8297 Axgtel 59 Alold] Aol7k A FPUA Fh B AT Rdd FHEsE Aed
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o qg FHIANE & 719 oA &

&
rlo

7197kl ARV3, ATV39 2% wi+ #2&3 Zel7} gle

ol BAAR Aok e T 4 Qe HEel B, BF BN P 1 BTl BaSAASE
pAYse) Wit YAABANYSS HFUY ¢ 5 Uk B uAdelde) Ay APste
2 olfe HzoldlBAUSE WA EES 94O ABAUE #E 29598% 2 4 At 1934
2 @ A 99 JYUABALSE 34BN A 9 FES BN F BT 1 $A7} 2oi5
#ol% 7 3 AYUAT FAD AIYDL EL o|ABALe] ¥ S HolETh 53 A9
o2 do A Wl 4ABALEG Axo)dFAYSE 242 572
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SHSAl 329 0]AZAlof chst AlEtSH|T

Al T ARV3 ATV3 AUE  ABALE SYaXMBAYT OIUHTIALS: FEEXSAYT FFEHTUHUS FF0|AZAYS
2000~2001 0.0861 00124 08313 1942 57 52 61 69 %
2002~2003 0.06% 00153 0075  1.5631 * 45 & 69 46

ttest 5.09 47 -1.91 1.77 7.04 912 214 0.00 14.14

(£ 3) SYSA| W% 201U o]ASA /¥ SAIA+

FEZ 375709 470 B2 Bk & #=R £ 150070 hedl, 2F2A A(POST=0)¢ &
Fate 2000 Z 2001 ARIE =S A FA F(POST=1)d sFsl= 2002 2 2003 AFIA %o o
sl AAD o]l Oy T} 2 FYHE FAF A+ BFAASFE 24 FAsIY Y,
N SAMNAF =
4 POST=0 POST=1 &

g YA ZA 11 171 182

ol = Z A 424 543 967

FEEXBA 689 726 1415

A 369, 559 4692 AA 4BA How, 2 oo tF FA o] EAYLE KB
W FEA GE B FHTAE AFE o] Fojr},
JFAAH MY AluEe-S dAFehed FEE (& 49 Panel Ax AL ¥3d
AHY gteto] F23H2 ouldit} o oAy, AFEEA EAl7}
(E 3)2 3HTA A3 39 AT o] ¥ 4 &S 12lstd Panel BIAME Amojy
Al F8Y FAASLE v Folth EEIY o
375709 A1 49 B F #EX) 1500 S 5AZe= v«lvl 4 *‘4&4&74 Hole tﬂ
N Zbed, 99 E 7 o HAdrd AT HHAA
FREA Aol 117, F= 17180102 H, o]  YFo] 43NS Uehdth. E ARV3, ATV3S}
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453 2
4238, ¥ 54309193, #7538 254 L ol vluolele WEHe 245 vPA+AE
F0E B BN ASE THIA Aol 6894, WEAT MAAYI] 2 vehie ol
F& 726700900 =3 9YdABAY A 2en ARV3, ATV LNSIZES: $949
A%} o] FABA T 0Tl Roloth &9 JBBAT HolEd, o)k AFE Yl
olg Fo BT AFA Fol 1 gAML 5 WAAFABUEAT WAl o A
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x| - YuE - 02y

Ao id Ae B 1S 32 B3 ¢ 32 p-@E v

Panel A. Tj Ol & A A £

Mo ARV3 ATV3 POST ABAUE LNSIZE
ARV3 1.000
POST -0.130 -0.122 1.000
(0.000) (0.000) .
ABAUE 0.128 0.103 —0.046 1.000
(0.000) (0.000) (0.076) .
LNSIZE -0.129 -0.168 -0.016 -0.058 1.000
(0.000) {0.000) (0.537) (0.024)

Panel B. 2 | 0 OF Ab 2t A £

Mo ARV3 ATV3 POST ABAUE LNSIZE
ARV3 1.000
POST -0.180 -0.194 1.000
(0.000) {0.000)
ABAUE 0.214 0.246 -0.026 1.000
(0.000) (0.000) (0.322)
LNSIZE -0.096 -0.129 -0.040 -0.122 1.000
(0.000) (0.000) (0.126) (0.000)

of AH2A ABAUESH LNSIZEZL #9149 & 3] 9, ug4sdsusde 3405z @

o 4BVAE Holkd, ok TP W AARY Aok, /Y TFRLE $AT 2 19)

Adelele) WEAel f 24 dEpta 982 o A POSTS HAASE BAdeR £9% 89

oI5 clyel BRRA BAAE T 43 &2 Utk ole 33N T 0|93

o JBA% B FA ABE Mol Ynt. Aol WA EREHe] FAEULE ]
2 BRIAAE A Fole

(e}
1
o
2

=

=8
4.2 si7ieA Zo} % sl ARl o|ITAY olhe] FAA R
Egoz da o BANHANG ol Al
(& 5y TABAAE A BF o3Al B PREM} 4G o2 AN
2 Aol W@ Aot QeAE vw AF 2919 AW} 3R A9S AF2 B 5
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5o ok %
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5) HlYdTAEHEY

(ARV3)ofl ChEt 31724

Model 1 Model 2
Hdyue 3| HAH = 4k 3 HASE gt
(A=) 0.2147 8.60 0.2048 8.2
POST -0.0169 -5.2 -0.0162 -5.03
LNSIZE -0.0052 -5.17 -0.0049 -4.93
ABAUE 0.0017 453
S R 0.0330 0.0454

(% 6) BIZLHHZHATVI) Ol chst 8724
A71oNM e FEETE ARANF(ATVI) 02, Ao diF e ¥ 18 32,

Model 1 Model 2
Myuis gAHAS 5t 832 ar
(&%) 0.30%2 6.9 0.2957 6.69
POST -0.0083 ~4.95 -0.0074 -4.80
LNSIZE -0.0120 -6.74 -0.0116 -6.56
ABAUE 0.0023 3.47
THE R 0.0427 0.0498

HA=ZH(fixed year effect)dl 23 AUAZ
A st &P 9 2 0 W
T€ FHH2E FANsd TR R¥2e
H71dielle] Huigts SANsE 233

Axe ZYldAM9 24 Jehde 4 ¢ 9l
&, F/HHo2 EAWE4E ¥83 Fox POST
o] AAAF7E BAR AL B o 3A
FA Az Al tEo] 7 FAdE ¥ g}
2 UE Aoz JAEE HJidgoleey WMEA
& AT Folx, FHTA Fo) vFAAFe]HH
A fYHoz #Adla 952 veEhiE Ao
2, IHZA AR AF o] Fo] FrHHEA ] Fof
=0l o

=2 s =1

ZAAEHIT H343 M6 20054 128

Fo|tt. Kim and Verrecchia(1997)d] ¢j&hd
o] YFAAH A FAAYFL o] FA] o]H
% B (pre-announcement information)% ©]¢
FAAH9 A B (event-period information)l
98< weth Kim and Verrecchia(1997)&
o]} FA] oHe] Fala} Alole] HH Aol &
STE, o] Al Fxal 7te] o] FA)
of g o] GEFEF, o FAA AN F
AANZF] BES o]BFHR ANFAT. (F 6)
A (& 59 Ane} nlyKE 28164 POST
o AAAFE BAALE 498 29 e Yel
9. &, AT ETE T4 2N 3 FA
T o] FAL M v FAY F] ZAEUS
< Uehdth. ols FFFA AlY F oA
A9 AR 2o AR d o] FolE A
%2 et
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X g - Bz - of2d

2E2e (F DX vh7iAE HZgelee 4.3 DiAEEY
AUz sAUrE 2HE Rolvt, 2329 4%
M= POSTY FAAFE FA4d &9 &= (B D3 (F )& (& 59 (F 69 A3t
Bk ol FABA A= A dEel 4 HAYFAE 9 HFAANTE SHste del
A ¥z 2ed ¢ US AR dde v gt g3 AE AHEI] Ad F/RATE
7dolele) MEAE BAT Folz, A F HedH Aot

of MAdANZ] ez FAFT 3lof, A (F D& BT Sl HE 71 o84 &
Ao SR AR Ado] da HAUSE AR LElA Patell(1976)9) S4B} 22
o] g}, FPoz wgrdES F4otd AAENT 2

HEolth. A7l e HFdTFAES AR E

( 7) "|845AE SHYMol| g 2d=EY

Patell(1976) ol A} Zo] th-&9 4
A GEA E(Wy) AL o

Q
a0
o

]
3t 2o},

Wit:zés,-:;%

7lolA wee A2 7199 FHAER)AA FHE (@ + fiRm) & ARSI 78 A2
AREHo 3 v PF5AES oulgich. o] W wele] %71k -2559 04 647
Agate 25092 1900, KIS-SMATY AHIAF(Event Study) Z2IFE o] &3l A
At BRo AFdhe s € $4710 fBdte 2509 $U4e] AEY EEUAE, LE

F7E, Cue F371Z HelA el d & fgo] 3718 238 WHgdste FAZA s 4
3} Zo] A4t g oM Rl F471205A ARAF BEE oo

Z)I(I‘Z,m—l‘i’m)2
Model 1 M odel 2

Ay 3 HAT -8t 3 HA= t—-at

(Ab£=) 1.1998 1.95 1.3562 2.20

POST -0.1345 -1.69 -0.1451 -1.83

LNSIZE -0.0393 -1.59 -0.0435 -1.76

ABAUE -0.0264 -2.84
+3 & R 0.0022 0.0070

11) (E 5)9 (F 6)old AHER A7Rdol di@ 7k ez, ZAze) du4E pOSTAS Y F8 IAFERA] 2% AN
TP oA oldNgASF(ERC)S FAIE /MdE =3l 248 R¥q o AL gt 84 2AE E2A HasAle
PSAT, B FHFA Fo| vBRFAEUTE B ANl Aol wAHU
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oAl B8 2F¥SEe EFARE ERINAF
£ Wag A8 Adsgon A48 AN
e g3 2y
Uy
iy A(1)
T
U,
W= N e, Al
' A JTC (2)
R 2
Qt: 1+ 1 + ( i Rm)

4L E2Etd W3R FI8 (VO S, 4Q2)e
AT HI7IAELY FRUANFE (W) S T
371 913 Holth, o] Ao T W4ES A
M ohgat 2ok WA AARH o RS

A& (ue) S o9 HolMsh Zof Ataii.

Ui = Ryt - (o + bRt
Ri: i7199 tAIAY +9&
Rue: AR 429] A1 o) 201 &
ol R FTHF7/IHTE AHEsIAT. Hje)
FR717He -2559 A -647A o BEIE= 250
Y ez sigon], KIS-SMATY AtAdT
(Event Study) ZZI#E o] &3la] Aitaldt.
J2l1 o] & o] &ate] TFT HHAFIE(Vy)
3 oldl i AP ARG FBeH-1Y, 02, +19)
o FAUAGTFAEW) & T3I9} Wy & 78
o} AAdAe L2 FRY £E w3 xF g

= F3713 Hfgste 2509 Betel AAE

HAAEAT N34A MeE 20054 128

Al E%2 olelBAlo] Chst ARSI

FAUAS gulatn, Cie FH7)17 el o=
ol $713 FAXE wdEe Aot} o7
A CiE AN g Ry 33717 B9e] A7)
T HaEgs st gy P ded gL o
el AFZoR ol Fozg 4717 dA
Yehte d39 dgoz Qg Baans AAs
Ak,

o g3 Zol FHF FANHYFAEW,S F
SRR @ ALY Ayt (F Vot AR
A 23 POSTY SAATE 2F 29 #2 e
o 2H J’—@EAI ol HAAFAEUFA 0] 7
2HASE HAE (F 5)9 éﬂrsﬂr 2 e
Holn 9,14. g (& 1Y A e
A vehd, viRdedE %@ﬂ&é‘oﬂ 0 =3
it BAle 448 B4t 2 ¢ o}

o] oo F2A Bmatal YA v A

=

= °]§- A v F EREA
SWEE AHSE BE BMdM ARREE A
3Y RmBA 973 2837124 (Equally
Weighted Index) ¥ F¥F7IAFE AHEE W
ek ﬁﬁo}"i‘:} A 2T vEte 37|t
-2559 M -6U7IAe) #Fe 25022 dtod ]
BdTAdES AT, d7dses 2% POST
o IAAF7t BARCE RoAF 29 #HE JE
Wt &, FFFA ol F HAAE SHFA 0]
FeHez ZasAed, ol FHFAL FRY
32 sk o 3HAY 982 Fg8n 9

9 M@ 71E drdnet 4x)ste 23y
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(E 8) H|EAHzH2 ZFUHof| IE UHTEY
2 go WASANY 34 the A3 o] AN on], FHEFE o9 2ol
Ao tala ARYE 71Fo= -19, 09, +1¥ 79 39 e ¥R
(NATV3)eltt.

s}

Ae 9 gy
R NERZEE:

NATV = (Vi/Va) / average(Vi/Vi)

ol vie 714 i9 t29 AN, Vo AZAA td AHEL, average® A 2509 AT
2 ot Q71944 719 i AR&(V)old i719e] S2d AdZE A7e BPF4e= e &
ol AlFAMNY 1t ANE (Vo) & AZY ARANZTE AGBALEFHFE Y otk £
H A A AR FHATV)S B 38 average(Vi/Vn)E #BLE FHL2 AHY7E -250¢°]
A -19 7AA 2508 F9t (Vi/Vm) 9 Higtolth, 22ln FHEEE st AMELE 15007 7}
2 FRug AR R0 FRAoR A HE 1TAHE AAE T IATH A

Model 1 Model 2

HHW 3 HAF =2t 35 HAE -t

(&%) 30.9441 6.67 30.1884 6.49

POST -4.6803 -7.78 -4.6079 -7.65

LNSIZE -0.8514 -4.58 -0.8320 -4.47

ABAUE 0.1396 1.92

+ 3 = R? 0.0521 0.0539

NATV = (Vi/Va) / average(Vi/Vy) o FAuFAAN G SHHo Zd FE 17T
& A9g 3o NATV3S T&5¥T2 & HAEY

= )9 i9 tY9 AH&
Vi = AZHAY td9 A&
average= #A 250¥ FA]

ol W 71 i AL (V)L i714Y 2L A
T2 A7 D dgFAsa JE g2, AFEAAY t
2o AYE(Va) S ATY AZARZES AGAA
Az S g onlgit E3 2w
AAZNATV) S 2ol #Deh= average(Vi/Va)
AL e FHoZ AIrE 250804 -1¢
A 2509 Bt (Vi/Vin)S BE koI, 0|} o]
Axte 49 v ANF dEtd AL S TE
o2 -19, 0¥, +1% 719 38 2 FAE 7¢
o AU FAAYFHNATVI) o2 Jepiglch. &
olf HFEFEA S uveste] AAZEE 150074 7%‘
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& &9 e JYehidd. &, #HTA ol F HIF
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273 E daste O 2HHY 982 FYstn
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g
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d REo] FAF] BotAA o gA YA A
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9 3349 98¢ s4s dda A4 A
2 AR 9

T d7e #E AddTe dsH 22 apiy
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M FRUARATYE A BT vPL4Y g
HEA (volatility)oll 2L w3o] BEAsgd
ol Aggd i o|2AA (heterogeneity) &
FHACE A A FHWFo|T. 7 A
BRAATY FENUAY HrodRE HBe)
Ad) F2 AFEAte ATz AR
Al dis) H2Pd 71E A7EL 8 7%]'04 13
FANZS wsE AnEe AA A3z
e AEbgP oz QY wgaolg AmEuz}
St EAl, & AFdMY Apddole & 4 9l
T o|YFALel dig 4 AHE getsla of
€ A1 ETRANAY. F, ARFAA 2H )
A Ogd Fee o] FANEE 2AVl HzxE
ode FAY AHE Tt ¥ o2 A% &
& 717H(short window) E¢te Frjukeg A
AU ole FEUEY AAFAA 2H ]9
#E FAARA Uid FAAALE FAY o
THELEN teddt. AFAA oY FAY B
€ v dgdte 389 FANE S 5
ospr]l YEThe EANE /R e B A
TAA o]F MAE o]dFAA M Had ?“i?
AA Fdel ZldsiAnt. AR, 2R FA | Be =
Wl AdRarst g2l # A7 20009 % 2003
Q7] 40dE ZRIIZEeR s, FARAAE
Al A 293 3 2] AlgR Alae xizt
HEHNAE LS ASadn. detd o2 g8 ¢
HEANAE A o] F A5k Huug)
Addo] ofZA 2t EXd # vus) Boz
M, A Agazel T gAY TEAA
2 A3 AFARE A,

979 2347} EHIAAE T (fixed year
effect)oll o& Ho] ofel FHZAAT AR

e ofg AYE AFaA T JFL
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The Effect of Regulation Fair Disclosure
on Market Responses to Earnings Disclosure

Jeehong Kim* - Jinho Chang* - Eunjung Yeo**

Abstract

With the adoption of Regulation Fair Disclosure(Reg FD) on November 2002, Reg FD
prohibits selective disclosure of material information and requires broad, non-exclusionary
disclosure of such information. This study examines the effect of Reg FD by comparing earnings
disclosure data from pre-FD period to post-FD. That is, the purpose of this study is to analyze
whether there is different market response to earnings disclosure, and whether there is change
of information asymmetry between company and investors since Reg FD has been adopted.

Reg FD induces substantial changes in the information environment. But the effect of this
action is debated. Thus in one side, Reg FD seems to increase the quantity of information
available to the public, and corporate managers can no longer treat material information as
a commodity to gain favor with analysts, who feel pressure to issue favorable reports to
maintain access to those corporations. Analysts must conduct more independent research
rather than depending on data by corporate management. In the other side, Reg FD will
chill corporate disclosure. If the materiality standard is vague, companies will restrict
discussions with analysts and investors to avoid potential legal action.

Given what is in this debate, understanding the effect of Reg FD on earnings disclosure is
an important empirical question with practical implications. If so, how has Reg FD affected
the investors in Korean financial market? This study examines the effect of Reg FD by
comparing earnings disclosure data from pre-FD period to post-FD. Particularly, this paper
tests market responses to earnings disclosure, and analyze whether there is different market

response and whether Reg FD solves information asymmetry problem.

* Professor, Department of Business Administration, Yonsei University, Seoul, Korea.
** Ph.D. Student, Department of Business Administration, Yonsei University, Seoul, Korea.
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Using a sample of 1,500 Korean firm-year observations that disclose earnings information
for the years 2000-2003, this paper empirically examines the effect of Reg FD on earnings
disclosure, so compares pre-FD period(2000, 2001) with post-FD period(2002, 2003). For
this analysis we estimate information asymmetry by using substitute measure, ARV3 and
ATV3. ARV3 is abnormal return volatility, calculated by summation of absolute abnormal
return for event period(-1, 0, 1). ATV3 is abnormal trading volume, calculated by
summation of abnormal trading volume for event period(-1, 0, 1). These measures are used
for the analysis to examine Reg FD's effect on information asymmetry among investors.

The results of this study are summarized as follows. First, the timing of earnings
disclosure of post-FD is earlier than pre-FD, and the number of earnings releases is
increased. Second, Abnormal return volatility around earnings disclosure date is decreased
at post-FD period. That means, in post-FD, other related information about earnings has
been released before earnings are disclosed, and market response on time of earnings
disclosure is diminished. Third, Abnormal trading volume around earnings disclosure date is
decreased at post - FD period. Thus, this results support that Reg FD seems to increase the
quantity of information available to the public, and solve the information asymmetry

problem in some degree.

Key words: Effect of Regulation Fair Disclosure, Market response, Earnings timely disclosure,
Information asymmetry
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