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(£ 59 Panel AdM e AAVHEY 343
AR A A -3 dEoate dEEAdd fg
AT AA s ok S OAH(AFE)Y AE ¥
HEANAST A& o]H(0.094) 2t T % 1A=
AE 013(0.077) Zayoey
FE)T 1%FadA f#o4ds & ¢ ok 9
FAHAFD)Y A¥e FHTAAZ Al o]
(0.065) Bt FHFAAE Al o]F(0. 059)01]
rdlon ZAg Awol Diff AFDZF 1%F
oflA frejAelct,

Jx
=
o
X
2

Fad
ok 4

(£ 59 Panel BollME FFFAAZ Alg o
T 2ABNAEE B8 FEE AFsta SlE 7
A3} 122 e /PEL FReA i AEQ)

ASHITL %363 MEZE 20064 10¥

21, ofy’ 0
0

dz0za 3 oZF+S v wd Rttt Panel Bell
w2 FYTAARS A oldde FHTAA
52 5 HEE AT VIdEY 5230 o

2 WA, FHTAAE A o] T FHTAIA
=& B3 AEE AFstn de Vs 452
A7 | 2 4 g du =g FATANE 5
AE AT RS AR d2oxyt A3 A
Z=(Diff AFE)E E¥ F3ZNE Adg /g
dlZ23H-0.009) 7t ZadS & ¢ At ol

g A3} T FHTAE ol &std HH

e A9 7
£9ee % 5 Yok

239 A FRFAAR A ol B
AFAAES 4 Jus 1%} EECIE S
o) 23 3 Al (-0.010)% felHels, B
AEAAE A ol Fd FRRAAE o 3
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0x
it
0x
£l

(¥ 5) SESAHTel AYEDiof Chst chdmzke Az
Panel A @ A7 g AADENDH

. R - - ] ] .
Variable o1 Hu % % HAH Huigk -85 | Wilcoxon-4%
(A &A1)
Before AFE 10,429 0.094 0.043 0.000 1.326 56.790*** -88.430***
After AFE 10,429 0.077 0.038 0.000 1.305 68.050*** -88.443***
Diff AFE 10,429 -0.018 -0.005 -1.140 0.999 -9.640*** -0.278
Before AFD 1,493 0.065 0.046 0.002 0.673 31.060*** -31.755"**
After AFD 1,493 0.059 (.038 0.001 0.575 40.330*** -31.755***
Diff AFD 1,493 -0.006 -C.012 -0.349 0.269 -2.990*** -0.927
Panel B : FFZAAEE 58 P& AT o¥cl B AAY - Judpydy
? BET . . ilcoxon-
Variable | ic | qaney | PEE | B9 | Aaw | A | eaz | VO
0 3,217 0.065 | 0.042| 0.000 1.326 § 39.080*** | -49.108***
Before AFE 1 7,212 (.108 0.043 0.000 1.264 | 42.020*** | -73.543***
Diff (0-1) -0.043 | -0.001 -7.470*** | -15.128***
0 3,217 0.081 0.041 0.000 1.305 | 47.220*** | -49.124***
After AFE 1 7,212 0.075 ] 0.028 } 0.000 1.008 | 49.140*** | -73.548***
Diff (0-1) 0.006 1 0.013 4.220*** ~1.956**
0 3.217 0.017 | -0.001 | -1.140 | 0.999 0.190 -12.001***
Diff AFE 1 7.212 -0.033 | -0.015| -1.139 | 0.979 | -12.490*** | -7.869***
Diff (0-1) 0.050 | 0.014 9.380*** | -13.410"**
0 367 0.058 | 0.040 | 0.002| 0.673| 20.160*** | -16.602***
Before AFD 1 1126 0.067 0.047 0.003 0.420 | 23.730™** | -27.076™**
Diff (0-1) -0.010 | -0.007 -1.960* | -3.757***
0 367 0.060 0.041 0.001 0.575 | 24.620*** | -16.602***
After AFD 1 1126 0.059 0.031 0.002 0.245 | 41.070*** | -27.076***
Diff (0-1) 0.001 0.010 4.960*** -2.353**
0 367 0.002 | 0.001 -0.3301 0.269 2.280** | -2.586™**
Diff AFD 1 1126 -0.009 | -0.015| -0.349| 0.171 | -6.330*** | -2.479***
Diff (0-1) 0.011 0.016 6.020*** -2.179**
F 1) oA7100A,

Before(After) AFE : ZHZAAL A8 o]d(o]&) s da)rEQ] o293}
Before(After) AFD : ZHZAA L A&} o)A (0] E) o de]AEQ] o ZEA
Diff AFE : T FAAR Al8 A - & ofde]2E dZeate] 7o
Diff AFD @ 3EFANAE Ml A - £ oY 2E oS54 3lo]

F2) o e AR 1%, 5%, 10%5EAA FdH YL gt
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g, FHZAAEE B3 FRE AFstn 3 o FEUEE AMRE d3eaHA d &4
A 4L 79ES AT AYE o] Fol= (AFD) Ao ALgE RE HMSET fogt 4
dZ81H0.002)°] 7SS & & i BHAE ez o FAZAAE A A
£ 5ol vpzd FHFANE Al o]F ofde]  F(Postfd)d A% oo} zHAd§(Miss)
2ES dZoas} dSEAe] addn ol T F o gl ARBA(0.037)E Hol: v A
AFAAEE F3 FRE AFstn e 7198 AdF(Loss) e #A8 &9 AHAA (-0.058
G Aoz eyt & 3FFAAEE B & Ytz U ol FATAAR Ag o)F
7[5‘1% Agets 7195 FEOEAY el Adx o)gry) Feldxelo] Zad 71Yo] =
EZ AEETEEc0] 24 v FAFAARE sRigey B)ee|go] HAel et
-&‘GH HEE AFetA e 7I9Ed dad 34 &2 WEM Ao},
SAAEE Adgetr] A4 FAEE FEAAFTI} FAMEL 25 Rl ARBAE Holm gl
et ofde| 2B AE B0l O 4lstd 2 th oy ]EH 1919 o} 5 (Miss) A o] B
DR (Loss) &5 #7] dZextet 7] &89 &
(2d 2ellde 343 E AdE 7z 18 o3t H&T_ﬁlf‘— Holzm it} H|7] o]
A 2 719 BHTAAE Al AT dFe o] 7 Jely Bieelde] HAkel 71
2b gL dZgse 4 FolE AAstm gtk o] el ddkelx ddPrEY dZo] ojSE
of M2l FHTANE AT 7195 ZE ol 9ulan} 53] AR (Loss)d AE A7) A=
01*1 FHTNAE A o]HETt FAHAZAAE  ate Ay dFEAT 0.40049 B AABA
ojFd dEFexts dFFAe] ©f AW T F Helm oy dFpadde EA7F 9t
73:‘3—"\]—% Adsta] e 719L dAH Fo|E B (& DellMe FEIANAE AlF o|F HEER
oli A gt gol AadeA Ay A AN dHs
(& OlAe ZRBAEAZRE Aty 0 AXeg IAENE F33 A 2o AHgn
(& 6) HTeAEAZn
AFE AFD Postfd Miss Loss Lag(AFE) | Lag(AFD)
AFE 1.000 -0.045™** 0.146™*" 0.462*** 0.323***
AFD 1.000 -0.014™** 0.006*** 0.340™** 0.660***
Postfd 1.000 0.037*** 1 -0.058*** -0.165*** -0.04***
Miss 1.000 0.219™*" 0.349*** 0.155**
Loss 1.000 0.477"** 0.473***
Lag(AFE) 1.000 0.349™**
Lag(AFD) 1.0G0

F Dot e A7 1%, 5%, 10%5 A fAHY
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O H

2 Jehle Fake 2% fo3d ez Jeiy
th 2%} dE2QAHAFE)Y A9 2R
AHAFD)Q A4 25 B d7e el 3%
FAAEY AP A - F(Postfd)e e &9
7(-0.002, -0.004)2 ®olx AUt} AZ9x %
28| GES nAE QAES BAT o] Fd
T FHATNAZ AY ol o Fex 4 o SED

2aged ujste AozA THTAAT A

7Hd& AA sk Aol
EAWEE Abgd H7|tole)e] ol R (Miss),
AR L (Loss), A7] dFea € H7]
(Lag(¥))& F&849 o3t <o A
Bolz gith o] wrgjoldo] HATLE,

=

i

ES
=

P 1o rzL
.
TR DA

—~

A

(Irani and

MIAMTO AlgEDn ¥ SHBAMTE S8 MY M3 ot g JigSdof a3t A7

Karamanou 2003, Mohanram
and Sunder 2003)¢+ ¥X¥ ZH3jolrt,

6.3 SHSAMTE &5t L2 HMS 047

oloj| chst 2

(X 8)lM e ZHFANAEE 58 L AT 9

[Ae 298 E467] A8 %l
FEAAFHT} A AH e Sl
A8 AFE 7 719 AT

o

32l 42 ZIdEd A AA FAR T

(B 7) 8722

Yy = a + By - Postfdir + Bz - Missit + B3

Lossit + B3+ Lag(Y)ie + &t

ol 71y w

AHE
_-11

9=l

Variable dz23y AFE AFD
tercent 0.014 0.106
nercep (25.710)*** (11.330)***

-0.002 -0.004
Postfd - (-3.140)*** (3.070)"**
0.002 0.004
MISS * (3.330)*** (-2.620)***
. . 0.058 0.030
088 (37.330)*** (10.670)***
0.785
Lag(AFE) | * (211.100)***
0.664
Lag(AFD) i + (40950)x**
Adj R 0.599 0.457
Fat 17424.100*** 590.270***
VIFH Uz | 1.329 1.291
FOON e M 1%, 5%, 0% RN FeA e duE

Yol xi35H ®5E 20064 108
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U - 24T

(& 8) STBAE S8 HEMSFo| WE 7|USHofl thet chuszkEAZnt

FD
¥e (A8 N AR | F0a | A2a | 20w vA%E | Wilowon-4%
2
0 439 6.952 0.301 0.000 92.970| 14.600"** 9.080***
Forn 1 1158 13.128 3.339 0.000 94.105| 19.880*** 6.365***
Diff (0-1) -6.443 -8.280*** -9.786***
0 439 0.071 0.000 0.000 1.000{ 8.100*** 15.754***
(?fm 1 1158 0.204 0.000 0.000 1.000] 13.770*** 13.304™**
Diff (0-1) -0.141 -8.880*™" -7.882™*"
0 439 63314158| 7425228 162024| 2414864764 7.380** 11.766"**
Epsvol | 1 1158 74548472| 8302108| 427410| 2875690721| 8.510*** 10.324***
Diff (0-1) | -13900000 -1.160*** -2.252™
0 439 19.041 18.889| 14.519 25.034| 374.640**" 2.113***
Size 1 1158 19.766| 19.345| 16.606 25.939| 325.430*** 2.900***
Diff (0-1) -0.750 -9.730™** -8.734™"*
0 439 0.494 0.459 0.047 7.487| 43.090"** 3.542***
Lev 1 1158 0.492 0.492 0.031 0.980| 65.530"** 0.993
Diff (0-1) -0.002 -0.170 -1.724*
0 439 1.069 0.943 0.026 21.311| 32.300*** 4.856"**
Roa 1 1158 1.030 0.958 0.004 4.774| 55.840"*" 2.392"**
Diff (0-1) 0.059 1.480 -1.379
1) 7oA,

Vi 2002 119 ©lF 2HZIANALE B8 AREZ AFE 7Ideld 1, old 0
Forniy: Fndataguide Al 23 229 719 2 Hlo] Afsln e WYPREFAF40] v G
DB_dum;: B9E 2 g3AEe) AEd 2 e FAdo] Addwo v /48 A$W 1, okgd 0
Epsvoli.: T4 33 Eote] ojele] §F313)
Sizeiy: 71% FAM) ANZIE A @
Levi: 320/77) k4t
Roa;:: B7l&eld/Za
& 228
&) o = 2 1% 5%, 10%4 5304 #9 AL on)E

Eapake] =44 ZF(Forn)e 27 < 7% (Epsvol)® B#(0.204, 74548472)% FHFA
13%2 1 Aole FAALE {9ttt x& F o HAEE AT @2 JdY #HF
BEANAZE B8 AR ATE Fd 7194 o (0.071, 63314158)°l 3] A F 2F7F 2ol
g gRAF 22 A (DB_dum)@ o] FA = st BAMSTE AHSE 7197 E(Size),

wjn
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IHBAMNTY AYED W BUBAHCE S8 HE AT oiFe BT VS Ho| B 47
(% 9) Ao aAEAMzEn
Y Forn DB_dum Epsvol Size Lev Roa

Y 1.000 | 0.199*** 0.211*** 0.028" 0.232"** -0.004 0.037

Forn 1.000 0.109*** 0.266** 0.511**" -0.090*** 0.003

DB_dum 1.000 0.091*** 0.333*** 0.140*** -0.055™*

Epsvol 1.000 0.492*** 0.170"** -0.041*

Size 1.000 0.139*** 0.083""*

Lev 1.000 0.060**

Roa 1.000
) e A 1%, 5%, 10%FF fAdE oduid
2 &(Lev), ¥44(Roa)d A% 71472 (Roa)Zte #od 59 F¥BAE Holn At}
Aol fod o7t HAHYY. ENERE EAEEAE VYRR EAnE 2 A4
ookl ZHZANATE 53 ARE ATA & B e Fof FEBA(0.139, 0.083))F 2ol
2 7ol w3 ZTHTAAEE Fol FEE AT 3 dch oe B A7 T 2SS A
F 71959 929 FAAARE, dEAF 22 F JAHESL E 719 FATERY A3 Y
PoA 2 olduEde k1 VYAt S ¢ AR Bue AL Anddh 7R (Size)E A
F ot o ERAAAEE(Forn), ©129 B4 (Epsvol)

(B OolAEs ABBARMARE AAsz A F 04049 F& FB8AE vehla sloy
o FAEE(Lev) 2 £94(Roa)E Adstas e E EAZ
IHAZNAEE 5T A AT 94FE Usple (B 10)9ME FATAAEE 58 F8 AT
yob fojat AB#AS ez o E£3 9 o R JF2 wAe 7199 89S BA] 4
ol FAAAEE(Forn)# F4H] & (Lev)2 el 3 2AEMo AFRE AAPT. ¥ 17H 47
& o ABBA( -0.090)F Yelz sle ¥ A Z7 S AFE] A4 =¥, 23
W, gEAE 22 284(DB dum). °199 W 4e BZE HLES FAd n2d 2¥olg. 47t
=4 (Epsvol), 719TE(Size)9He /9T %9 A T diE 2ALAE £ A% 2d9
A#8A(0.109. 0.266. 0.511)F Helx U}, Chi—squar EEF f93Q AR et
ol 9FQ Fxpate vl go] & JIHEL 7Y 3 19 dig “’”éﬂrfﬂl/‘i 2 d7e A
TRE du Y¥as 22 284 & VIdE ¢ 945% FARA & (Forn) < FHTAAEE
ol vy Biujge AL NYEYUS dujgd o B AR AF 9484 §9F ¢ A=#
2RE 22 F@A(DB dum) 2 old¥EA  (0.013)F JEhdTh oe 939 FARAREC)
(Epsvo) & 247t 714 TR (Size), ¥AN&(Lev) &5 FFHAS I 7199 A 8730
=7 goat e ARAAEZ B WA, £44 FALE LS PAI 7R dtodd FHTAA

ZAYBtod x35H M52 20069 108
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Variable f}? 231 RE2 2¥3 R34
T2
tercent -4.720 4767 ~7.230 -4.802
P (39.974)"** | (48.084)*** | (91.497)*** (9.677)***
0.013 0.014
N .
/P31 Forn Tl s (12.300)"**
0.935 0.901
A —
/K32 | DB.dum * (30.104)*** (26.995)"**
0.000 0.000
A _ .
K33 | Epsvol (14.086)"* | (11.429)***
o . 0.235 0.244 0.375 0.236
1z¢ (34.951)** | (46.712)*** | (91.664)*** | (26.677)***
. ] -0.132 -0.481 -0.203 -0.187
v (0.428) (4.030)** (0.854) (0.676)
0.031 0.023 0.043 0.019
Roa +
(0.217) (0.123) (0.404) (0.076)
Likelihood X° 96.820 116.804 104.018 138.438
(P-value) 0.000 0.000 0.000 0.000

DT e A 1%, 5%. 10%94 {%($5HE) & vehlie 239k Wald $A%9

52 Fd PUE ATHES ST 982 drlsh =Y 30] v BAABIN o] 8EA (Epsvol)
£ oz B A /S AXSe et of BE AAATE R ¢ e A 3
z SRR ERL CRERE

PR AT XPE VIYE F A= FAAAE oo B

g0 22 719U E THTAE B Aol 2 V198 AL FHTNE 59 FRE ATe
P AEEREE AL A ke A onjgit o JREFEES astad ste /o) e A

29 20 i £4BHAN diAd 22 He o2 veigrt og Aast Yehd olfE o
A (DB_dum) 9l 3AAF7H 4o 7L(09 5% X2 g ¢ glth #4, o] MEHe] 2
ofsf folgt Aoz yeht gialy 424 71‘” 4 ?wllﬂol" of TAIH] o]dd FHF

o
>
il
kﬂ
S
s
18
e}
r:i

o
& 3FNAEE T AR AT oq_,_oﬂ Rkl H ARG FHo|EAE

g2 vAe Ao deEth ofe sl Add Az geey OI%‘%WVMVH A F7h%E
7o Aueleh ol flute] A4 dRAFE & AaInA e £ AERE 4 sk
T8 oo wet FAE ST Jﬂ}% AE o FE BHE IR e At d2stn
ojhe Zatelct, Ues dela ol AR 3w
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An Empirical Study on the Effect of Regulation Fair
Disclosure and Firm incentives associated with the decision
to provide information through Fair Disclosure

Wonjung Oh* - Sungkyu Sohn**

Abstract

On 1 November 2002, Regulation Fair Disclosure(FD) became effective. It requires
companies to disclosure material nonpublic information to all investors. Regulation FD
prohibits selective disclosure of material information and is intended to “level the playing
fields” by reducing information disparities among market participants. Regulation FD
impacts the way that firms disclosure information and analysts forecast. Analysts will
forecast the company's outcome of operation with public disclosures in the post-FD period.

This paper examines how Regulation FD affects analyst forecast and firm disclosure. We
compare analyst forecast bias before and after implementation of Regulation FD for
examining the effect of Regulation FD. Also we compare analyst forecast error and analyst
forecast dispersion before and after implementation of Regulation FD, in addition to
comparing analyst forecast error and analyst forecast dispersion for FD firms and non-FD
firms. Incentives of the firm associated with the decision to provide information through FD
are also examined.

We investigate the companies where the same analyst forecasts their income in the same
month before and after implementation of Regulation FD. Our evidence suggests that an
analyst forecast bias decreases in the post-FD period. The decrease of analyst forecast bias
is consistent with prohibiting selective disclosure of material information to privileged

individuals. Based on the time-series evidence, an analyst forecast error and an analyst
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forecast dispersion decreases in the post-FD. Based on cross-sectional evidence, firms which
issue FD information show lower analyst forecast error and dispersion than firms that don't
issue FD information. Hence, the effect of Regulation FD is shown to be effective. A few
firm characteristics are associated with the decision to issue FD information: percentage of
foreign investors, need to attract new capital and volatility of EPS.

Evidence of empirical test indicates that Regulation FD seems to prohibit selective
disclosure of material information to privileged individuals. If firms issue FD information,
information asymmetry decreases. Considering the fact that enforcement of Regulation FD
leaves the voluntary choice to the firm and the firm which doesn't issue FD information
doesn't decrease information asymmetry, we claim that Regulation FD needs correction. The
valuable attempt of this research will be regarded as the very first empirical analysis of the

firm characteristics related with enforcement of Regulation FD in Korea.

Key words: Regulation FD, information asymmetry, analyst forecast bias, analyst forecast

error, analyst forecast dispersion, incentives of the firm
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