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A7 A - 71908ke 20 FRHET o &, 979 FLFF AE AN (Forb%) & T4
(Model 3)& 7|47/ & 459 284 & @ A& Adetae Y79 ARl S715 met
< A g7 FeFFvt g vAs 43S J197ETE 22 V19 d=d FaFae o
@ Aot F&5H G gt HoMo] . wWBEHe] KA R Frlstn 9T B
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Panel A A5R1 F2F5(Ford%)
Modet 1 Model 2 Model 3
Hi4= tvalue P>t H| > tevalue P> Hi tvalue  P>[if
For5% 0.0038 1.29 0.1980 -0.0003  -0.10 0.9200 0.0045 1.52  0.1290
For5% * Chaebol 0.0139 2.18 0.0200 **
For5% * LG -0.0036  -1.17 0.2440
For5% * LScore
For5% * LQ * L.Score
For5% * HQ * HScore
Institution -0.0037  -1.79 0.0740 * -0.0038 -1.83 0.0670 * -0.0038 -1.82 0.0690 *
In(Asset) 0.0880 1.35 0.1760 0.0985 .51 0.1310 0.0878 1.35 0.1770
ROA -0.8000 -0.41 0.6850 -0.8107  -0.36 0.7170 -1.0223  -0.46 0.6480
Cash -1.0338  -0.46 0.6430 -1.1500 -0.52 0.6050 -0.9420 -0.42 0.6720
Growth 0.0015 440 0.0000 ** | 0.0014 426 0.0000 ** | 0.0015 4.40 0.0000 **=
Leverage -0.3319  -2.00 0.0460 ™ -0.3259 -1.86 0.0500 * -0.3357  -2.02 0.0440 *
Listing_Year -0.0004 -0.05 0.9610 -0.0008 -0.10 0.9230 -0.0003 -0.04 0.9700
constant -0.8250 -1.00 0.3200 -0.9479 -1.14 0.2530 0.1297 0.16 0.8750
ZES 1,898 1,898 1,898
F-value 4,45 447 4,337
R-sq [within] 0.0903 0.0940 0.0913
R-sg [between] 0.0210 0.0204 0.0014
R-sq Joverall] 0.0229 0.0220 0.0041
Model 4 Model 5 Model 6
A t-value P>} HE tvalue P Ag tvalue P>l
For5% 0.0100 2.27 0.0240 ** 0.0052 1.52 0.1280 0.0017 0.43 0.6660
For5% * Chaebol
For5% * LG
For5% * LScore -0.0117  -1.74 0.0820 *
For5% * LG * LScore -0.0014  -0.30 0.7610
For5% * HQ * HScore 0.0074 1.79 0.0740 *
Institution -0.0025 -0.97 0.3340 -0.0026  -0.97 0.3310 -0.0026  -1.01 0.3150
In{Asset) 0.2321 253 0.0110 * 0.2279 248 0.0130 ** 0.2336 255 0.0110 **
ROA -1.2282  -0.47 0.6370 -1.1778  -0.45 0.6520 -1.1657  -0.45 0.6540
Cash -0.9077  -0.35 0.7250 -0.9385 -0.36 0.7170 -0.8572 -0.37 0.7110
Growth 0.0016 4.38 0.0000 ** | 0.0016 434 0.0000 ** | 0.0016 4.38  0.0000 ***
Leverage -0.5215  -2.40 0.0160 ** -0.5139 -2.36 0.0180 ** -0.5214  -2.40 0.0160 **
Listing_Year -0.0287  -2.51 0.0120 ** -0.0281  -2.46 0.0140 ** -0.0285 -2.49 0.0130 **
constarit -1.86833  -1.88 0.0610 * -1.8469 -1.84 00670 * -1.8009  -1.77 0.0770 *
225 1,676 1,676 1,676
F-value 3617 3477 3.62%
R-sq [within] 0.0769 0.0740 0.0770
R-sq [between] 0.0092 0.0082 0.0164
R-sq [overall] 0.0160 0.0144 0.0234
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Panel B: 4= F8FF(For5% Domb%)
Model 1 Model 2 Model 3
A tvalue P>l HE tvalue P> He o tvalue Pl
For5%_Dom5% 0.2010 3.35 0.0010 ™+ | -0.0580 -0.69 0.4900 0.2149 3.51 0.0000 ***
For5%_Domb% * Chaebol 0.5193 437 0.0000 ***
For5%_Dom5% * LQ -0.0452  -1.16 0.2480
For5%_Dom5% * LScore
For5%_Dom5% * L.Q * LScore
Foreign * HQ * HScore
Institution -0.0040  -1.93 0.0540 * -0.0042 -2.08 0.0380 ** -0.0041 -1.97 0.0480 *
In(Asset) 0.0987 1.563 0.1260 0.1153 1.80 0.0720 * 0.0991 1.54  0.1250
ROA -0.7643 -0.34 0.7310 -0.7156 -0.32 0.7450 -0.7906  -0.36 0.7220
Cash -1.1104  -0.50 0.6150 -1.2180 -0.56 0.5790 -1.0877 -049 0.6230
Growth 0.0015 4.48 0.0000 *** 0.0014 4.33 0.0000 *** 0.0015 4.49 0.0000 ** -
Leverage -0.3482  -2141 0.0350 ** | -0.3499 -214 0.0330 ** | -0.3450 -209 0.0370 **
Listing_Year -0.0008 -0.09 0.9250 -0.0007 -0.08 0.9390 -0.0010  -0.11 0.9090
constant 0.0340 0.04 0.9870 -0.1533 -0.19 0.8510 -1.0687  -1.30 0.1950
T2 1,887 1,887 1,887
F-value 4727 5.33% 4,607
R-sq [within] 0.0960 0.1106 0.0970
R-sq [between] 0.0028 0.0037 0.0185
R-sq [overall] 0.0048 0.0068 0.0177
Model 4 Model & Model 6
Ha o tvalue Pl A tvalue Pl Al tvalue P
For&%_Dom5% 0.4562 527 0.0000 * 0.2645 3.78 0.0000 *** 0.2144 3.06 0.0020 =
For5%_Dom5% * Chaebol
For5%_Dom5% * LQ
For5%_Dom5% * LScore -0.5221 -3.80 0.0000
For5%_Dom5% * LG * LScore -0.0972 -0.82 0.3590
Foreign * HQ * HScore 0.083 194 0.0830 *
Institution -0.0031 -1.20 0.2300 -0.0030 -1.18  0.2460 -0.0031  -1.49 0.2350
In{Asset) 0.2377 2.84 0.0080 ** 0.2297 253 0.0110 ** 0.23786 2.83 0.0080 ***
ROA -1.0810 -042 0.6730 -0.9787  -0.38 0.7050 -0.3505 -0.33 0.7410
Cash -0.9022 -0.39 0.6960 -1.0362 -0.40 0.6860 -1.1643 -0.46 0.6490
Growth 0.0017 4.51 0.0000 *** 0.0018 443 0.0000 ** 0.0017 4.47  0.0000 ***
Leverage -0.5428 -2.54 0.0110 ** -0.5300 -2.47 0.0140 -0.3287  -2.47 0.0140 *
Listing_Year -0.0293 -252 0.0120 ** -0.0288 -2.45 0.0140 ** -0.0289 -2.55 0.0110 *
constant -1.8084 -1.90 00570 * -1.8805 -1.90 0.0880 * -1.9699 -1.98 0.0470 ™
ZE$ 1,667 1,667 1,667
F-value 4.58% 3.91™ 4.05%*
R-sq [within] 0.0960 0.0831 0.0859
R-sq [between] 0.0185 0.0097 0.0102
R-sq joverall] 0.0228 0.01686 0.0173
Ty r, e, s ZEZE 0%, 5%, 1%01A el Y
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Panel C: 5% F83F(For5% Major)

Model 1 Model 2 Mode! 3
A tvalue P H tvalue Pt A4 tvalue P>t
For5%_Major 0.0941 1.35 014770 -0.0894  -0.87 0.3840 0.1241 1.71 0.0880 *
For5%_Major * Chaebol 0.3382 243 0.0150 **
For5%_Major * LQ -0.1583  -1.43 0.1540
For5%_Major * LScore
For5%_Major * LQ * LScore
For5%_Major * HQ * HScore
Institution -0.0039 -1.88 0.0610 * -0.0043 -2.06 0.0390 * -0.0040 -1.94 0.0530 *
In(Asset) 0.0899 1.38  0.167C 0.1028 1.568 0.1140 0.0807 140 0.1630
ROA -0.868¢  -0.39 0.598C -0.7757  -0.35 0.7280 -1.0385  -0.46 0.6430
Cash -1.0799  -0.48 06280 -1.1850  -0.53 0.594C -0.9345  -0.42 0.6750
Growth 0.0015 440 0.0000 ** | 0.0014 426 0.0600 ** | 0.0015 4.38 (0.0000 ***
Leverage -0.327¢  -1.97 0.0490 ** -0.3273  -1.97 0.0480 ** -0.3292 -1.98 0.0480
Listing_Year -0.0004  -0.04 ©.9660 -0.0006  -0.07 0.9410 -0.0003  -0.04 0.9720
constant 0.0991 0.12 0.9050 -0.0047 -0.01  0.9950 -0.8604  -1.04 0.2990
FEg 1,898 1,898 1,898
F-value 4 45" 4,524 4,377
R-sq [within] 0.0004 0.0950 0.0920
R-sq [between] 0.0012 0.0031 0.0207
R-sq [overall} 0.0038 0.0055 0.0227
Model 4 Model 5 Model 6
A= dvalue P H= tvalue Pt A tvalue P
For5%_Major 0.2178 2,36 0.0190 * 0.1342 1.67 0.0950 * -0.0542  -0.47 0.6360

ForS5%_Major * Chaebol
For5%_Major * LQ)
For5%_Major * L.Score -0.3254 -1.86 0.0640 *

For5%_Major * LG * LScore -0.0726  -0.44 0.6600
For5%_Major * HQ * HScore 0.2912 218 0.0300 *
institution -0.0032 -1.21 0.2270 -0.0029  -1.11 0.2670 -0.0033 -1.26 0.2090
in{Asset) 0.2370 258 00100 ™ 0.2309 252 0.0120 ** 0.2402 2.83 0.0090 **
ROA -1.1962  -0.46 0.6460 -1.1827 045 0.6510 -1.1864  -0.46 0.6480
Cash -0.8858 0.7 0.7110 -0.8505  ~0.37 0.7140 -0.8598  -0.37 0.7100
Growth 0.0016 4.3 0.0000 ** | 0.0016 4.34 00000 ** 1 0.0016 4.36 0.0000 ***
Leverage -0.5180  -2.37 0.0180 * | -0.5121 -2.36 0.0190 ** | .0.5143 -2.37 0.0180 **
Listing_Year -0.0303 -2.56 00110 ™ | -0.0292 -246 0.0140 = | -0.0300 -2.53 0.0110 **
constant -1.9254 -1.92 0.0550 ~ -1.8741 -1.87 0.0620 * -1.9066 -1.87  0.0610 ~
e 1,676 1,676 1,676
F-value 3.65% 3.49% 3727
R-sq [within] 0.0776 0.0745 0.0789
R-sq [between] 0.0082 0.0077 0.0196
R-sq Joverall] 0.0144 0.0139 0.0248
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AHE olol g 348 FE St 55 T 4 U o AdFEF E ELaAA Xl“ﬁ g =9l
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oAl F(+)9 e 2o (Model 3)3 (Model & 4tk ole A= B2} a7 7199 47
4)9] 235 Jisln »\E]’ AdAHez ZEg d FAE Al Aggel AV 9g 4 dde F
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TE2(n(Asset))7t A1 wfj&d "é FE(Growth) T -0.1072, A4 ¥ E4850]&(Cash) &
o] T2 7] wigAFo] Futsle Ao® YElY  +-0.1025, AW E(Turnover) 3 -0.0899,
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QZFEEAA20] FRIAMo| olxle Fo] HE o

W A A5 FAFF(Ford%)

% 5) 2f=el F2557} SARR ol 2t

Model 1 Model 2 Model 3
A tvalue Pt H= o tvalue P A tvalue Pt
For5% 0.0004 0.45 0.6510 -0.0002  -0.16 0.8700 0.0005 0.59 0.5530
For5% * Chaebol 0.0020 1.00 0.3170
For5% * LQ -0.0007  -0.70 0.4870
For5% * LScore

For5% * LQ * L.8core

For5% * HQ * HScore
Institution 0.0006 0.93 0.3500 0.0006 .92 0.3590 0.0006 0.92 0.3580
In{Asset) 0.1854 9.27 0.0000 ** | 0.1868 9.32 0.0000 "™ 1 0.1854 9.27 0.0000 **

ROA 2.5353 3.66 0.0000 ** | 25520 369 0.0000 = . 25208 3.64 0.0000 **
Liquidity -0.0067 -2.73 0.0670 * | -0.0065 -2.84 00080 ™ ! -0.0084 -2.57 0.0100 *
Leverage -0.2775  -5.256 0.0000 *** § -0.2759 -5.22 0.0000 ¢ | -02766  -5.23 0.0000 **

Cash -3.2414 -4.70  0.0000 ** | -3.2614 -4, 73 0.0000 ** ; -3.2305 -4.68 0.0000 **
Turnover -0.0241 -2.41 0.0160 ** -0.0241 -2.41 0.0160 ** -0.0242 -2.42 00160 *

Listing_Year -0.0121 -4.49 0.0000 *** { -0.0122 -4.51 0.0000 *** | -0.0121 -4.48 0.0000 ***
constant -1.8000 -7.02 0.0000 * | -1.8106 -7.05 0.0000 *** | -1.8874 -7.35 0.0000 **
TEL 1,898 1,898 1,898
F-value 10.09** 976" 9,74
R-sq [within] 0.1896 0.1903 0.1800
R-sq [between] 0.0079 0.0090 0.0086
R-sq Joverall] 0.0079 0.0081 0.0084
Model 4 Model 5 Model 6
A4 tvalue Peli] A= t-value P>t AL twvalue Pl
For5% 0.0008 0.73 0.4630 0.0007 0.80 0.4220 0.0007 0.56 0.5110
For5% * Chaebol
For5% * L.Q
For5% * LScore -0.001¢  -0.52 0.6000

For5% *LQ ™ L.Score -0.0023 -1.72 0.0880 *

For5% * HQ * HScore -0.0005 -0.42 0.8750
Institution 0.0015 213 0.0330 = 0.0015 215 00320 ™ 0.0015 214 0.0330 ™
In(Asset) 0.2090 8.29 0.0000 ** | 0.2064 8.19 €.0000 ** | 0.2085 8.27 0.0000 ***

ROA 2.6827 377 0.0000 *** 26425 372 0.0000 2.6865 377 0.0000 =
Liquidity -0.0051 -2.18 0.0290 ** -0.0042 -1.76 0.0790 * -0.0053 -2.28 0.0230 ™
Leverage -0.1870 -3.08 0.0020 *** | -0.1801 -2.86 0.0030 *** | -0.1874 -3.08 0.0020 *=

Cash -3.3719 -4.77 0.0000 *** | -3.3375 -4.73 0.0000 ** | -3.3734 -4.77 0.0000
Turnover -0.0118  -1.19 0.2330 -0.0119 -1.19 0.2330 -0.0120 -1.20 0.2300

Listing_Year -0.0104 -3.22 0.0010 ™ | -0.0101 -3.12 0.0020 *** § -0.0104 -3.21 0.0010 **
constant -2.2075 -7.98 0.0000 *** | -2.1849 -7.91 0.0000 *** | -2.0728 -7.41 0.0000 ***
TEL 1,676 1,676 1,676
F-value 9.30%** Q.44+ 9.29%*
R-sq [within} 0.1831 0.1854 0.1830
R-sq [between] 0.0062 0.0063 0.0051
R-sq [overall} 0.0042 0.0043 0.0031
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Panel B: 9591 255 For5% Domb%)

Model 1 Model 2 Model 3
A tvalue Pt H= tvalue P>t A= tvalue P>t
For5%_Dom5% 0.0088 0.47 0.6410 -0.0045  -0.17 0.8650 0.0103 0.54 0.5890
For5%_Dom5% * Chaebol 0.0264 0.70 0.4820
For5%_Domb5% * LQ -0.0052  -0.43 0.6710
For5%_Pom5% * LScore
For5%_Dom5% * LQ * L.Score
Foreign * HQ * HScore
Institution 0.0006 0.94 0.3460 0.0006 0.92 0.3570 0.0006 0.83 0.3550
In{Asset) 0.1871 9.33 0.0000 ** | 0.1879 9.35 0.0000 ** | 0.1872 9.33 0.0000 ***
ROA 2.5556 3.68 0.0000 *** | 2.5606 3.69 0.0000 ** | 25530 3.68 0.0000 ***
Liquidity -0.0063 -2.57 0.0100 ** | -0.0062 -2.50 0.0130 ** | -0.0063 -2.54 0.0110 **
Leverage -0.2800 -5.28 0.0000 *** | -0.2793 -526 0.0000 *** ; -0.2793 -5.26 0.0000 ***
Cash -3.2784 474 0.00006 *™* | -3.2865 -4.75 0.0000 *** | -3.2769 -4.73 0.0000 ***
Turnover -0.0243  -2.43 0.0150 ** -0.0245 -2.45 (.0150 ** -0.0244  -2.43 0.0150 **
Listing_Year -0.0119  -4.36 0.0000 *** | -0.0119 -4.39 0.0000 ** . -0.0119 -4.40 0.000¢0 ***
constant -1.9121 -7.40 0.0000 *** | -1.8231 -7.07 0.0000 * | 18150 -7.05 0.0000 ***
FriciEs 1,887 1,887 1,887
F-value 10,149 Q.77+ 9.75%*
Resg [within] 0.1911 0.1914 0.1912
R-sq [between] 0.0082 0.0085 0.0089
R-sq Joverall] 0.0084 0.0079 0.0082
Model 4 Model 5 Model 6
A4 tvalue Pri Ha= o tvalue P>t A== tvalue  Prii
Forb%_Dom5% 0.0145 0.680 0.5470 0.0427 0.66 0.5100 0.0064 0.33 0.7410

For8%_Dom5% * Chasbol
For5%_Domb5% * LQ
For5%_Dom5% * LScore -0.0231  -0.60 0.5470

For5%_Dom5% * LO * LScore -0.0481  -1.62 0.1050
Foreign * HQ * HScore -0.0024  -0.20 0.8400
Institution 0.0015 212 0.0340 0.0015 2.09 0.0370 ** 0.0015 214 0.0330 **
in{Asset) 0.2113 8.33 0.0000 *=* | 0.2087 8.26 0.0000 ¢ 0.2112 8.3¥ 0.0000 **
ROA 2.6806 3.75 0.0000 " 2.6511 3.72 Q.0000 2.6842 3.76 0.0000 =
Liquidity -0.0048  -2.05 00400 * | -0.0042 -1.79 0.0740 * -0.0050  -2.13 0.0330 =
Leverage -0.1802  -3.12 0.0020 v | -0.1844  -3.02 0.0030 ** | -0.1911 -3.14 0.0020
Cash -3.3834  -4.77 0.0000 ** | -3.3547 -4.74 0.0000 *** | .3.3844 -4.77 0.0000
Turnover -0.0122 -1.22 0.2220 -0.0121  -1.21 0.2250 -0.0121  -1.21 0.2260
Listing_Year -0.0101  -3.12 0.0020 ** | -0.0098 -3.04 0.0020 *** | -0.0101 -3.11 0.0020 ***
constant -2.1173  -7.51 0.0000 ™* | -2.0026 -7.43 0.0000 ** | -2.2449 -8.05 0.0000 ***
Fr= 1,667 1,667 1,667
F-value 9.37% 9.49*** 9.35%
R-sq [within] 0.1852 0.1871 0.1849
R-sq [between] 0.0042 0.0043 0.0054
R-sq Joverall] 0.0027 0.0027 0.0039
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ARVYEXR 20| I3 ANo) p|xl= Ao Tst o
Panel C: 959 F853(For5% Major)
Model 1 Model 2 Model 3
A tvalue P Ha tvalue  P>lif Hi tevaiue  Palt]
For5%_MMajor 0.0146 0.68 0.5000 0.0141 0.44. 0.6600 0.0168 0.75 0.4550
For5%_Major * Chaebol 0.0009 0.02 0.9840
For5%_Major * LG <0.0123  -0.35 0.7240
For5%_Major * LScore
For5%_Major * LQ * LScore
For5%_Major * HQ * HScore
Institution 0.0006 0.89 0.3710 0.00086 0.89 0.3730 0.0006 0.88 0.3790
In(Asset) 0.1856 9.29 0.0000 ** | 0.1856 9.26 0.0000 ** | 0.1857 9.29 0.0000 ***
ROA 2.5399 3.87 0.0000 ** | 2.5402 3.67 0.0000 *** | 2.5305 3.65 0.0000 **
Liquidity -0.0067 -2.74 0.0060 ** | -0.0067 -2.72 0.0070 ** | -0.0065 -2.62 0.0090 ***
Leverage -0.2764  -5.23 0.0000 ™ | -0.2764 -522 0.0000 ** | .0.2755 -5.20 0.0000 ***
Cash -3.2468 471 0.0000 ** | -3.2472 -4.71 0.0000 ** | -3.2393 -4.70 0.0000 ***
Turnover -0.0241 -2.41 0.0160 ** { -0.0241 -241 0.0160 ** | -0.0242 242 0.0160 *
Listing_Year -0.0121  -4.49 0.0000 *** | -0.0122 -448 0.0000 "= | -0.0121 -4.49 0.0000 ***
constant -1.8028 -7.03 0.0000 *~ | -1.8884 -7.33 0.0000 *** | -1.8898 -7.36 0.0000 ***
FEL 1,898 1,898 1,898
F-value 10.10%* Q.73 Q.74%*
R-sq [within] 0.1898 0.1898 0.1899
R-sq [between] 0.0080 0.0087 0.0086
R-sq loverali] 0.0080 0.0084 0.0084
Model 4 Model 5 Model 6
Al tvalue P>l Hj 4 tvalue P>t Al t-value  P=it]
For8%_Maijor 0.0082 0.33 0.7440 0.0157 0.72 0.4710 0.0330 1.05 0.2050
Fors%_Major * Chaebel
For5%_Major * LQ
For5%_Major * LScore 0.0114 0.24 0.8140
Forb%_Major * LQ * L8core -0.0541  -1.15 0.2480
For5%_Maijor * HQ * HScore -0.0345  -0.94 0.3470
Institution 0.0015 209 0.0360 * 0.0015 2.08 0.0380 ** 0.00158 2.5 0.0320 *
In{Asset) 0.2089 8.30 0.0000 ** | 0.2077 8.25 0.0000 ** | 0.2083 8.28 0.0000 ***
ROA 2.6903 3.78 0.0000 *** § 2.6511 3.72 0.0000 =+ 2.8931 3.78 0.0000 ***
Liquidity -0.0053 -2.26 0.0240 ** | -0.0044 -1.81 0.0700 * -0.0054 -2.33 0.0200 ™
Leverage -0.1878  -3.09 0.0020 ** §{ -0.1813 -2.08 0.0030 ** | -0.1886  -3.10 0.0020 ==
Cash -3.3780 -4.78 0.0000 ** | -3.3452 473 0.0000 ** | -3.3797 -4.78 0.0000 ***
Turnover -0.0121 -1.21 0.2270 -0.0120 -1.20 0.2290 -0.0148 -1.19  0.2330
Listing_Year -0.0104  -3.20 0.0010 ** | -0.0103  -3.17 0.0020 *** | -0.0104 -3.19 0.0010 **
constant -2.2084  -7.99 0.0000 ** j -21978  -7.96 0.0000 *** | -2.0897 -7.41 0.0000 ***
E24 1,676 1,676 1,676
F-value 9.2g%** 9.35%** 9.33
R-sq [within] 0.182¢ 0.1840 0.1836
R-sq {between] 0.0064 0.0063 0.0053
R-sq Joverall] 0.0043 0.0043 0.0032
), s 2H 0%, 5%, 1% M 7ol &gl
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(Z 6) =2 FFFIL I

Panel A: 939 F85F(Forb%)

YBHERR 20| AUHH| ojx s dEol UF A7

3

013

off ojxle dE

E

Model 1 Model 2 Model 3
H= o tvalue Pl A== tvalue  PelY A= tvalue PP
For5% -0.0008  -0.50 0.6190 -0.0004  -0.20 0.8450 0.0004 0.24 0.8100
For5% * Chaebol -0.0016  -0.41 0.6790
For5% * LQ -0.0061 -3.22 0.0010 ™
For5% * LScore

For5% * LG * LScore

For5% * HQ * HScore
Institution 0.0054 421 0.0000 = | 0.0054 4.22 0.0000 *** | 0.0053 413 0.0000 *
In{Asset) 0.0277 0.69 0.4890 0.0265 0.66 0.5080 0.0274 0.69 0.4900

R&D 2.6761 2.24 0.0250 * 2.6854 2.25 0.0250 * 2.5661 2.16  0.0310 **
Advertisement 2.5835 3.19 0.0010 ** | 2.5864 3.19  0.0010 " 1 26204 325 0.0010 ***
Leverage 0.3299 3.24 0.0010 ** | 0.3293 3.23 0.0010 ** I 0.3250 3.20 0.0010 **
Listing_Year -0.0053  -0.97 0.3310 -0.0053 -0.86 0.3350 -0.0051 -0.85 0.3430
constant 0.4628 0.91  0.3640 0.4765 0.93 0.3510 0.4663 0.92  0.3580
HEs 1,898 1,898 1,898
F-value 4,53 4.36% 4.79%*
R-sq [within] 0.0885 0.0887 0.0966
R-sq [between] 0.0359 0.0362 0.0431
R-sq [overall] 0.0642 0.0644 0.0731
Model 4 Model 5 Model 6
A tvalue P> A4 tvalue P Ha tvalue P>l
For5% 0.0016 0.61 0.5410 -0.0001  -0.03 0.9790 -0.0032 -1.40 0.1620
For5% * Chaebol
For5% * LQ
For5% * LScore -0.0080  -1.48 0.1400

For5% * LQ * L.Score -0.0063 -2.23 0.0260 *

For5% * HQ * HScore 0.0051 2.06 0.0400 **
Institution 0.0055 3.46 0.0010 ** | 0.0055 346 0.0010 ™ | 0.0054 3.42 0.0010 ***
In{Asset) 0.0683 1.24  0.2140 0.0603 110 0.2720 0.0701 1.28  0.2020

R&D 2.2381 170 0.0890 * 2.1928 1.67 0.0950 * 2.2667 173 0.0840 *
Advertisement 2.4807 2.79 0.0050 ** | 2.5049 2.82 0.0050 *** | 2.5364 2.85 0.0040
Leverage 0.2343 1.84 0.0660 * 0.2385 1.88 0.0610 * 0.2330 1.83 0.0670 *
Listing_Year -0.0374 521 0.0000 *** § -0.0366 -5.11 0.0000 ** | -0.0374 -5.21 0.0000 ***
constant 0.2975 0.49 0.6240 0.4675 0.78  0.4350 0.2771 0.46 0.6480

HE 1,676 1,676 1,676
F-value 447 4.62%* 4,58
R-sq [within] 0.0895 0.0922 0.0815
R-sq [between] 0.0705 0.0772 0.0747
R-sq Joverall] 0.0902 0.0952 0.0947

F) 2, e U2 10%, 5%, 1%00 A 721 F g
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HLE - deE
Panel B: 9= F855(For5% Dom5%)
Model 1 Model 2 Model 3
A4 tvalue P>t} Coef. t-value P>l Coef., tvalue P>[
For5%_Pom5% -0.0016  -0.04 0.9650 0.0020 0.04 0.9700 0.0158 042 0.6760
For5%_DBom5% * Chaebol -0.0072 -0.10 0.9220
For5%_Pom5% * LQ -0.057¢ -2.35 0.0190 **
For5%_Dom5% * LScore
For5%_Dom5% * LQ * LScore
For5%_Dom5% * HQ * HScore
Institution 0.0055  4.31 0.0000 *** | 0.0055 4.31 0.0000 *** | 0.0054 4.23 0.0000 ***
In{Asset) 0.0275 0.69 0.4900 0.0273  0.88 0.4940 0.0281 0.70 0.4810
R&D 27038  2.27 0.0230 * 27074 227 0.0230 * 27066 2.28 0.0230 **
Advertisement 2.5573 3.16 0.0020 *** 2.5592 3.16 0.0020 ** 2.6000 3.22 0.0010 =
Leverage 0.3417 335 0.0010 ** | 03417 335 0.0010 ** | 0.3461 3.40 0.0010 ™~
Listing_Year -0.0053 -0.97 0.3310 -0.0053 -0.97 0.3310 -0.0055 -1.02 0.3100
constant 0.4378 0.86 0.3910 0.4373 0.86 0.3920 0.5286 1.05 0.2960
HE 1,887 1,887 1,887
F-value 4,65 447 4,70
R-sq [within] 0.0913 0.0913 0.0956
R-sq [between] 0.0546 0.0554 0.0455
R-sq foverall] 0.0834 0.0844 0.0566
Model 4 Model 5 Model 6
Coef. tvalue P>ft] Coef. t-value P>|t Coef. tvalue P>
For5%_Dom5% 0.0526  0.99 0.3210 0.0270¢  0.84 0.5250 -0.0146 -0.34 0.7330
For5%_DomS5% * Chaebol
For5%_Dom5% * LQ
For5%_Domb% * L3core -0.1180 -1.41  0.1600
For5%_Dom5% * LG * LScore -0.1327 -2.07 0.03%0 **
Forsign * HQ * HScore 0.0491 1.88 0.0580 ~
Institution 0.0055 3.51 0.0000 ** 0.0055 3.47 0.0010 = 0.0055 3.49 0.0010 **
In{Asset) 0.0599  1.08 0.2740 0.0525 096 0.3380 0.0618 1.13 0.2590
R&D 2.2961 175 0.0800 * 22575 172 0.0850 * 2.3957 1.83 0.0670 *
Advertisement 2.4594 2.78 0.0050 ™ 24985 282 0.0050 * 25193 284 0.0050
Leverage 0.2668 210 0.0360 * 0.2716 214 0.0320 * 0.2705 2.13 0.0330 **
Listing Year -0.0376 -5.25 0.0000 *** | -0.0371 -5.18 0.0000 *** { -0.0381 -5.32 0.0000 ***
constant 0.3830  0.65 0.5170 0.5969  0.89 0.3200 0.4101  0.68 0.5000
HEgs 1,667 1,667 1,667
F-value 4,59+ 4717 4.67%
R-sq [within] 0.0921 0.0043 0.0936
R-sq [between] 0.0757 0.0863 0.0754
R-sq Joverall} 0.0972 0.1038 0.0935
F1) *, e s ZE2E 0%, 5%, 1%001A 7ol E 2l
F2) 28 2o Jzro] Y AAH0E g
1904 AT 35 M= 20084 12
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Panel C: =9 F93F(Forb% Major)

Model 1 Mode! 2 Model 3
A% tvalue P> A% tvalue P>t H4  tvalue P>y
For5%_Major 0.0209 0.48 0.6270 0.0671 1.06 0.2910 0.0552 1.23 0.2180
For5%_Major * Chaebol -0.0850 -0.99 0.3230
For5%_Maijor * LQ -0.1821  -2.67 0.0080 ***
For5%_Maijor * LScore
For5%_Major * LQ * LScore
For5%_Major * HQ * HScore
institution 0.0054 4.21 0.0000 ™* § 0.0055 4.27 0.0000 *** | 0.0052 4.09 0.0000 ***
In{Asset) 0.0270 0.88 0.4980 0.0240 0.60 0.54%0 0.0277 0.69 0.4870
R&D 2.7108 2.27 0.0230 ** 2.7365 229 0.0220 ** 25731 2.16  0.0310 **
Advertisement 2.5865 319 0.0010 ** | 2.6068 3.22 0.0010 *** | 26196 3.24 0.0010 **
Leverage 0.3381 3.31 0.0010 = | 0.3383 3.32 0.0010 *** ] 0.3373 3.32 0.0010 **
listing_Year -0.0055  -1.01 0.3110 -0.0085 -1.01 0.3150 -0.0054 -1.00 0.3180
constant 0.5639 112 0.2640 0.5953 1.18  0.2400 0.5661 112 0.2810
oz 1,898 1,898 1,808
F-value 4,53 4.39%** 4,65
R-sq [within] 0.0885 0.0893 0.0941
R-sq [between] 0.0337 0.0354 0.0382
R-5q Joveralll 0.0559 0.0578 0.0609
odel 4 Modeal 5 Model 6
Hg tvalue P>t A= tvalue P>l Hg tvalue P>t}
For5%_Maior 0.0705 1.27  0.2050 0.0566 1.18  0.2400 -0.0345  -0.50 0.6120
For5%_Major * Chaebol
For5%_Major * LQ
For5%_Major * L.Score -0.1297  -1.15  0.2500
For5%_Major * LQ * LScore -0.2138  -2.17 0.0300 ™
For5%_Major * HQ * HScore 0.1141 142 0.1570
institution 0.0053 338 0.0010 * | 0.0034 341 0.0010 *** | 0.0053 3.34 0.0010 *=
In{Asset) 0.0651 1.1 0.2380 0.0583 1.06 0.2870 0.0664 1.21  0.2260
R&D 2.2834 1.74 0.0830 * 2.2058 1.68 0.0930 * 2.2921 1.74 0.0810 *
Advertisement 2.4840 2.79 0.0050 ™ | 2.5071 2.82 0.0050 ** | 25158 2.83 0.0050 **
Leverage 0.2492 1.96 0.0500 * 0.2514 1.98 0.0480 ** 0.2496 1.96 0.0500 *
Listing_Year -0.0378  -5.26 0.0000 *** ; -0.0371 -5.18 0.0000 ** | -0.0377 -525 0.0000 ***
constant 0.3293 0.54 0.5870 0.4022 0.66 0.5070 0.3119 0.51 0.6070
HEEe 1,676 1,676 1,676
F-value G457 4635 4 407
R-sq [within] 0.0891 0.0923 0.0887
R-sq [between] 0.0709 0.0744 0.0742
R-sq [overall] 0.0900 0.0923 0.0938
F) e s ZEZE 0%, 5%, 1%01A Fefzigd
F2)2E Sgo| dxrio| ¥ Mdcio|E TE{E
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The Influence of Foreign ﬁfwc tments in Korean Stecks
on the Korean Economy

Kang Heum Yon' - Soon Hong Parlk*™

Abstract

The restriction on foreign investments in the Korean capital market had been relaxed from
1992 gradually until 1998 when the limit was entirely abolished under the guidance of IMF
in the moment of economic crisis. Since then, foreign investments have been going up all the
time to occupy 40.1% and 14.1% of total market value of the Stock Market and the Kosdag
Market in KRX, respectively, as of February, 2006. As much as fifty eight companies out of
total six hundred companies listed in the Stock Market have foreign ownership which is
greater than the largest domestic ownership. A number of corpanies, has been gradually
increased, which have foreign sharcholders with more than five percent of equity of a
company for the right of management.

It has been advocated that foreign investments contribute greatly to the stock market
development of Korea. An inflow of foreign capital and oversea funds amplifies the liquidity
of the Korean stock market. Forelgn investors raise the global competitiveness of the Korean
stock market by providing the opportunity of introducing advanced foreign investment
techniques as well as long-term investment patterns. In addition, it has been emphasized
that foreign investors rendered great services to enhancing management transparencies and
consolidating minor shareholders’ rights by improving the corporate governance structure
and lowering the possibility of agency problem.

On the other hand, foreign investors have been criticized severely for demanding high
dividend payouts rather than plowing back the profits into the enterprises resulting in

contraction of investments in plant and equipment. Foreign investors are perceived to a

* Professor, Yonsel School of Business, Yonsei University, Seoul, Korea.
** Doctoral student, Yonsei School of Business, Yonsei University, Seoul, Korea.
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short-term performance seekers impairing the Korean companys potential growth
opportunities. Nevertheless, there is no concrete evidence that foreign investors used their
influences to enforce the management decide high dividends and low capital expenditures.

We study the influences of foreign investors who hold more than five percent of a
company s equities on capital expenditures and dividend payouts. We focus on foreign large
shareholders rather than foreign investors in general because it may be large shareholders
who pressure a management into paying high dividends and cutting back on capital
expenditures. We also examine that whether foreign large shareholders have positive
influences on corporate governance structures and corporate values. We further investigate
that whether the role of foreign large shareholders varies according to the company-specific
characteristics.

The “foreign major ownership’ variables are measured by the total foreign large
shareholder equities, the ratio of domestic large shareholder equities to foreign large
shareholder equities, and the ratio of the domestic largest sharcholder equities to foreign
large shareholder equities. We conduct the panel data analysis with instrumental variables
considering the company-specific characteristics like governance structure scores as well as
the endogeneity between the foreign equity ownership and dividends, capital expenditures,
corporate values, respectively.

Our samples cover the five-year period from 1999 to 2004 after the moment of economic
crisis to investigate the influences of foreign investors as insiders on dividends, capital
expenditures, and corporate values. We obtain 2,817 observations of total 894 companies
after excluding companies of which we couldnt find data regarding dividends, capital
expenditures, corporate values, and governance structure scores. We also exclude companies
with a negative book value of equity capital. The final samples are consist of companies that
have major shareholders who hold more than five percent of 2 company's equities. We utilize
all data from 1999 to 2004 when we analyze the influences of foreign major shareholders on
dividends, capital expenditures, and corporate values. An analysis of corporate governance
used the data after 2001 since when the corporate governance scores have been available.
The financial data and stock price data are obtained from FnGuide and WiseFN and
corporate ownership-related data are obtained from KLCA's TS2000 database. The foreign
large investors ownership data are obtained from a regular business report, internet public
disclosure data, and newspapers based on the ownership of TS2000 database.
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There are no obvious mutual causalities between the foreign equity ownership and
dividends, capital expenditures, corporate values, respectively. For example, foreign
investors might prefer investments on companies with high profits and dividend payout
ratios or high corporate values. This problem is not resolved throughly by taking ownership
variables with one-year lag behind. In fact, the previous year's ownership structure could
not explain this year’s dividend-related decision making, and foreign ownership structures
change often even during the year. Therefore, we include the current changes in foreign
ownership as well as the previous foreign ownership in independent variables.

The empirical results are as follows. The dividend payout ratios increased significantly as
foreign large shareholders ownership increased, especially in ‘chaebol companies and
companies with high corporate values and good governance structures. These findings imply
that the influences of foreign major shareholder ownership on the company's decision making
vary according to the company-specific characteristics. However, we could not find the
evidence that foreign large sharcholders reduce capital expenditures. ‘Chabol companies
tend to increase capital expenditures to some extent while companies with low corporate
values and poor governance structures tend to decrease capital expenditures, but both
results are statistically insignificant. It wouldn't seem that foreign large shareholders
enhance corporate values through the improvement of governance structures. Instead, it
may be inferred from the data that they become influential shareholders of a company with
poor governance structures to enjoy the private benefit of control, resulting in its corporate
values impaired.

In conclusion, foreign major shareholders tend to claim high dividend payouts, especially
in ‘chaebol companies, companies with good governance structures or high corporate values
while they do not shrink capital expenditures in general. Finally, we could not find the
evidence that foreign major shareholders ascend corporate values through the improvement

of corporate governance structures.

Key words: foreign investors, high dividends pressure, capital expenditure contraction,

corporate values, corporate governance structure
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