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(& 2) 7Ie&A

iy B U Hagk o Hd
CASH, 0.048 0.098 0.002 0.017 0.469
CASH: 0.104 0.194 0.008 0.084 0.895
SCORE; 0.517 0.099 0.345 0.520 0.690
SCORE; 0.608 0.145 0.333 0.619 0.826
SCORE3 0.481 0.171 0.205 0.467 0.786
SCORE4 0.512 0.179 0.242 0.500 0.846
MTB 0.892 0.254 0.426 0.751 1.449
SIZE 18.148 1.307 17.274 17.274 22.080
LEV 1.315 0.972 0.188 0.922 4.944
CF 0.005 0.007 0.000 0.002 0.117
RND 0.007 0.054 0.001 0.001 0.0511
SM 0.079 0.101 0.025 0.025 0.484
DPR 0.237 0.802 0.000 0.132 6.670
MSH 0.312 0.189 0.000 0.308 0.910
FSH 0.075 0.141 0.000 0.006 0.827

CASH;: HBERFEZ1ETH BTN (FAAE-FEA4H)

<]
(e}

CASHy: @3RA45E2((F37 3L+ 712848/ (FA-FEAHD)

SCORE;: &f7%& §94
SCORE;: °o[AHg] $34

SIZE: 7147 Z(n(FA)

SCOREz: AHid% %94
SCOREs: 34 F94

MTB: 4% 3 FA7IH(REFFAF REFE7H+5H)/FA4D)

LEV: ®Aj8] & (e}l A2/ 2171 AH2)
CF: #F53((97]zold+7Hz)-c a3 7t /34

RND: @77hae] (78] + 723870 w) + 8] 3 7 k) /o) 2 )

SM: wfEAAF(HA 33 A vhEele) HEA/AA 39 A dhed H4)

DPR: A7 g (Azhael/g71sel2l+100)
MSH: dF&3AE& (771 3 E58A%4 A1EE )
FSH: 9=9AE4

7l g2ol F(+)9 BERE 7 e AA
she Ao}, ARZHA AF7HA (MTB), &
BAEH(SM), 7I9TTE(SIZE), FAH&(LEV),
g4 (DPR)F R AFTrEde BEAY A
oz dAete dE BT

2 e dEATEd 9%
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m @ 3 4) (5) (6) (7 (8) (9 o ap (12 03 (04 as
(1.0 0826 -0.026 -0.030 -0.048 -0.021 0123 -0.287 -0.247 0.079 0017 0.243 -0.016 -0.043 0.083
(<.0001) (0.067) (0.031) (0.001) (0.132) {<.0001) (<.0001)(<.0001) (0.000) (0.004) (<.0001) (0.068) (0.042) (<.0001)
{2) 1.0 0034 -0.036 -0.042 -0.023 0.130 -0.290 -0.236 0.131 0.017 0.150 -0.017 -0.051 0.121
{0.017) (0.012) (0.003) (0.098) (<.0001)(<.0001)(<.0001) (<.0001) (0.001) (£.0001) (0.027) (0.016) (<.0001)
(3) 1.0 0141 0219 0129 0007 0025 -0.014 00765 0.035 -0.009 -0.046 0.054 0.033
(<.0001) (<.0001) (<.0001) (0.627) (0.074) (0.310) (0.176) (0.102) (0.525) (0.038) (0.010) (0.117)
(4) 1.0 0156 0.187 0008 0022 0.013 -0.032 -0.012 -0.004 -0.008 0.052 0.015
(<0001} (€.0001) (0.551) (0.126) (0.371) (0.133) 0.269) (0.769) (0.023) (0.014) (0.489)
(5) 1.0 -0.324 -0.009 0.007 -0.003 -0.002 -0.001 0.001 -0.030 0.043 0.022
(€.0001) {0.514) (0.643) (0.827) (0.043) (0.031) (0.957) (0.177) (0.043) (0.295)
(6) 10 -0.034 -0.028 -0.044 -0.035 -0.029 -0.057 0.021 0.048 0.036
{0.016) (0.045) (0.002) (0.097) (0.175) (.0001) (0.343) (0.021) (0.091)
(7 1.0 0182 0216 0.093 008 0205 0032 -0.110 0318
(<.0001) (<.0001) (.0001) (<.0001) (<.0001) (0.010) (<.0001){<.0001)
(8) 1.0 0284 0063 0.058 0191 0.083 -0.015 0452
(<.0001) (0.003) (0.006) (<.0001) (<.0001) (0.470) (£.0001)
9) 1.0 0121 0.049 0.184 0.068 -0.145 -0.161
(<.0001) (0.022) (<.0001) (0.002) (£.0001){<.0001)
(10) 1.000 0079 0.142 0.044 -0.014 0.009
(0.000) (<.0001){<.0001) (0.213) (0.173)
(11 1.000 0300 0.014 -0.057 0.004
(<.0001) (.0001) (0.007) (0.250)
(12) 1.0 0.024 -0.077 0.014
(€.0001) (0.000) (0.507)
(13) 1.000 0.027 0.067
(0.225) (0.002)
(14) 1.000 -0.035
{0.101)
(15) 1.000
* Ho Bng AdATe foj&dBATY BT ke pUY(EERED)
(1) CASH, HIRAFE 1 (2)  CASH. HIRRFE 2
(3) SCORE; &f7& 594 (4) SCORE: AR §44
(5) SCORE; ©lAl3] £94 (6) SCORE4 AFEA
(1) MTB AZART A7 (8) SIZE 7197 R
(9) LEV 2aju) & (10) CF 3z 8
(11) RND S LI (12) sM E&dHFA
(13) DPR A7) WA (14) MSH Y& AEg
(15) FSH AR &
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st7]elle C} Tzt 3l Aolth. webx ohi g
HARNE Folo daEArEd 93E 2 A A9 R¥E AHEY ZFoln, Panel BE %Y
02 AAHE WLES FAT Fol FE AWE 0 2 AKiYnE By sl FAT Fo £
U 74 A @RS FENY #¥AS HEFeld (F 4)9 Panel A% Panel BY £
Asstart g Adite Lot & A=REA-T WISHE
g Fol FEY A 54 AFEATE0] B
5.2 CiHakEY 4L TLEe #AUsislen O Ao dig 3

Alg A2 BE% 2.

(R HE FRERTES (FF+EMY/ AT & aTdA AuE 4717 FRA Sl

(E 4) 712SYHI FILFSET (CASH)
(Panel A) 712 23 (N=2.256)00
5505 [CASH)! (83 +82497HD)/ (35524
29 231 2¥2 =¥3 234 235 246
A% P | A% Pa | A% Pwt | A% pg [ A% rPg | A%  Pg
Ad 0.346 <.0001| 0.354 <.0001{ 0.355 <.0001| 0.334 <0001| 0.333 <.0001| 0.355 <.0001

SCORE, | -0.018 0.478 -0.019 0.537
SCORE: -0.027 0.013 -0.015 0.048
SCOREs -0.038  0.014 -0.038 0.073
SCORE4 0.014 0.338 0.002 0.919
TSCORE -0.018 0.057

MTB 0.040 0.002| 0.040 0.002| 0.039 0.002| 0.040 0.002| 0.047 0.000} 0.039 0.002
SIZE |-0.014 <.0001]-0.014 <.0001(-0.014 <.0001}-0.015 <.00017-0.014 <.0001]-0.015 <.0001
LEV }-0.003 0.299}-0.003 0.311|-0.003 0.312}-0.003 0.314]-0.005 0.065|-0.003 0.326
CF 0.106 <.0001| 0.105 <.0001| 0.105 <.0001| 0.105 <.0001| 0.104 <.0001{ 0.105 <.0001
RND 0.072 0.134{ 0.073 0.126| 0.072 0.130| 0.073 0.127] 0.075 0.117| 0.074 0.124
SM 0.045 0.047( 0.044 0.050( 0.046 0.040| 0.045 0.046| 0.027 0.242| 0.046 0.042
DPR 0.000 0.953] 0.000 0.937) 0.000 0.983| 0.000 0.920{ 0.000 0.994| 0.000 0.962
MSH | 0.000 0.252| 0.000 0.258| 0.000 0.257| 0.000 0.236| 0.000 0.092| 0.000 0.255
FSH 0.001 <.0001| 0.001 <0001} 0.001 <.0001| 0.001 <.0001{ 0.001 <.0001[ 0.001 <0001
F(p&h) {20.640 <.0001|20.820 <.0001|21.250 <.0001[20.680 <.0001]19.940 <.0001]16.380 <.0001
adj R*® 0.086 0.087 0.089 0.086 0.087 0.088
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(Panel B) 9= ¥

(8 4) 7|4SH4N da27E1 (CASH) (M

A
F&de

J‘d
CASH:: (85 +

7y

241

AF  PE

P

P#t

pat

Pz

2%6

A P#

ekl
SCORE;
SCORE:
SCORE;
SCORE4
TSCORE
MTB
SIZE
LEV
CF
RND
SM
DPR
MSH
FSH
YD
ID

0.402 <.0001
-0.022  0.406

0.060
-0.018
-0.069

0.083

0.060

0.031

0.000

0.000 0.112

0.001 <.0001

¥
¥y

<.0001
<.0001
<.0001
<.0001
0.202
0.159
0.936

0.400 <.0001

-0.013 0.053

0.059
-0.018
-0.069

0.083

0.062

0.031

0.000

0.000 0.109

0.001 <.0001

¥
¥

<.0001
<.0001
<.0001
<.0001
0.189
0.162
0.963

0.414 <0001

-0.035 0.087

0.058
-0.018
-0.069

0.083

0.063

0.032

0.000

0.000 0.110

0.001 <.0001

3
¥

<.0001
<.0001
<.0001
<.0001
0.183
0.150
0.926

0.392 <.0001

0.000 0.984
0.059
-0.018
-0.068
0.083
0.063
0.032
0.000
0.000 0.104
0.001 <.0001
3
g

<.0001
<.0001
0.000
<.0001
0.186
0.158
0.964

0.383 <.0001

-0.006
0.067
-0.017
-0.082
0.082
0.066
0.013
0.000
0.000
0.001
3

¥

0.065
<.0001
<.0001
<.0001
<.0001

0.159

0.556

0.901

0.029

0.002

0.355 <.0001
-0.019  0.537
-0.015 0.045
-0.038 0.073
0.002 0.919

0.039
-0.015
-0.003

0.105

0.074

0.046

0.000

0.000 0.255

0.001 <.0001

=3
¥

0.002
<.0001
0.326
<.0001
0.124
0.042
0.962

Flpgh)
adj R*®

17.280 <.0001
0.117

17.260 <.0001
0.117

17.430 <.0001
0.118

17.230 <.0001
0.117

16.890 <.0001
0.119

16.380 <.0001
0.088
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SAHoR fojatA Jeht RYHHYY BA= Vi, 42 9l SiHA
oty wetEn MEs ko) gdegdde #A4
© =A% VIF(Variance Influence Factor)
oz =els Bgoy Hogoz Fau& dzen|gol EAFol uel dFgAtY 5
(LEV)9] VIFgto] 1.4842 Jeht ¥Wag 7H9) Aol & aApter dg 5 Ue Y40l vlgt
38 E Ae] e oz ¥l of Bz Eatn 29 7|19 dgRfrs
o] Brsltte XA vex vt wepq & o
T 7199 #x3 dFEF9 99 2 At
& RA6) fatd 79 EEAT Ve d3EG
Feo #EAdE ASEaY. 7199 e dF
(B 5) 7|¢5HMY #Z3ERTE2 (CASH)
(Panel A) 71223 (N=2.256)
F4WS |CASHy: (3 +83484/(FAR-#5214H
23 231 232 233 234 735 236
A¥ P& | A% P& | A& P& | A+ P& | A% P¥% | A& P#
Ay 0.800 <.0001| 0.812 <0001} 0.806 <.0001f 0.764 <.0001| 0.779 <.0001| 0.355 <.0001
SCORE | -0.052 0.261 -0.019 0.537
SCORE; -0.058 0.087 -0.015 0.085
SCORE3 -0.061 0.028 -0.038 0.073
SCORE4 0.043 0.103 0.002 0.919
TSCORE -0.020 0.039
MTB 0.054 0.019] 0.053 0.021| 0.062 0.022| 0.054 0.019| 0.057 0.014} 0.038 0.002
SIZE || -0.033 <.0001]-0.034 <.0001|-0.034 <.0001|-0.034 (.0001|-0.033 <.0001}-0.015 <.0001
LEV 0.000 0.955] 0.000 0.988[ 0.000 0.989| 0.000 0.998{-0.002 0.626|-0.003 0.326
CF 0.377 <0001 0.375 <.0001| 0.376 <.0001| 0.376 <.0001{ 0.373 <.0001| 0.105 <.0001
RND 0.184 0.035f 0.188 0.031| 0.186 0.032| 0.187 0.031] 0.198 0.023| 0.074 0.124
SM 0.040 0.323] 0.039 0.340| 0.042 0.298| 0.041 0.315] 0.007 0.863| 0.046 0.042
DPR 0.000 0.939( 0.000 0.967{ 0.000 0.927| 0.000 0.992] 0.000 0.893| 0.000 0.962
MSH 0.000 0.549} 0.000 0.553( 0.000 0.545| 0.000 0.507{ 0.000 0.285] 0.000 0.255
FSH 0.004 <.0001f 0.004 <.0001| 0.004 <.0001| 0.004 <.0001{ 0.003 <.0001]| 0.001 <.0001
F(p#b) [52.130 <.0001]52.340 <.0001(52.580 <.0001|52.310 <.0001]49.580 <.0001}16.380 <.0001
adj R* 0.197 0.198 0.198 0.198 0.196 0.088
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(¥ 5) 7|H4%

Yo HFERTE2 (CASH2) (H5)

(Panel B) 9% 2 A4 54 28 (N=2.256)
FE&WUS [ CASHp: (B3 +83AA/(FAE-f5AHh
23 ‘Ef%‘,l 232 233 284 w35 236
A& PF | A& P& | AF PR | A& P& | A& P3| A& PR
49 | 0.889 <.0001} 0.900 <.0001} 0.890 <.0001| 0.857 <.0001] 0.859 <.0001) 0.355 <.0001
SCORE; | -0.068 0.150 -0.019 0.537
SCORE: -0.065 0.080 -0.015 0.085
SCORE; -0.050 0.013 -0.038 0.073
SCORE4 0.006 0.889 0.002 0.919
TSCORE -0.031 0.017
MTB | 0.087 0.000 | 0.087 0.000 | 0.085 0.000 { 0.086 0.000 | 0.092 0.000 | 0.039 0.002
SIZE |-0.037 <.0001|-0.037 <.0001]-0.037 <.0001|-0.037 <.0001]-0.035 <.0001{-0.015 <.0001
LEV {-0.107 0.001 {-0.106 0.001 |-0.106 0.001 [-0.105 0.001 {-0.121 0.000 |-0.003 0.326
CF | 0.345 <.0001| 0.343 <.0001{ 0.345 <.0001{0.345 <.0001| 0.341 <0001} 0.105 <.0001
RND | 0.150 0.082]0.155 0.073 | 0.157 0.068 | 0.157 0.069 | 0.170 0.049 | 0.074 0.124
SM | 0.018 06540017 06770019 0635|0019 0649 |-0.014 0.744 | 0.046 0.042
DPR | 0.000 0.933 | 0.000 0.979 | 0.000 0.950 | 0.000 0.983 | 0.000 0.895 | 0.000 0.962
MSH | 0.000 0.359 | 0.000 0.357 | 0.000 0.339 | 0.000 0.326 | 0.000 0.147 | 0.000 0.255
FSH | 0.003 <.0001| 0.003 <.0001{0.003 <0001| 0.003 <.0001| 0.003 <.0001{ 0.001 <.0001
YD By BAs 3 T3 ¥ 3
D g B 3 b ¥ ¥
F(p3h) {34.100 <.0001]34.170 <.0001}34.080 <.0001]33.940 <.0001]32.580 <.0001]16.380 <.0001
adj R? 0.213 0.213 0.212 0.212 0.212 0.088
S AW (R 28 A2g A
Efre A9 AHHAEY F79 AEY 7HsAol FERTTE 42T AR d4s a4, &
don, 7R E FRAY dFE = ¢ Udg  AAFe dsF 2o
of AYHTE B3 AFH Ut} wepq 2 & AR, 7199 FHAE 2f72 FHA(SCOREY),
TE 7I9FEA] MAESE 7Y RS oF AddES FHA(SCORE:), o8] $H4(SCORES),
AEolgxzte) AE E4F AV} dade A A FHA (SCORE) 2.8 TR =434 7} 7)
Aol AF A L BANE Fo] Ahste] dEl ¥ FRA A 474K FuAe FHEEEAA
A FA gA gotd Row sidigel oiel 719e]  #(TSCORE)E AHgstd ZAES A A3 Al
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Corporate Transparency and Cash holdings

Yun Sung Koh* - Chae Won Ra** - Hyun Han Shin***

Abstract

In this paper, we investigate the impact of corporate transparency on cash holdings by
corporate (using firm-year 2,256 samples). We focus on cash, in particular cash holdings,
since it is not needed for investments or operations which represent a large fraction of
corporate assets and can easily be spent by management. Also excessive cash holdings have
negative effect on corporate value.

Therefore, we expect that the clear corporate transparency effects on information
asymmetry, monitoring cost, and agency problems and it is projected to reduce all. As a
result, we expect that the higher corporate transparency is the less level of corporate cash
holdings. That is to say, the level of corporate transparency is regarding as one of the
indicators of corporate governance ability.

We used to measure corporate transparency followed Standard & Poor's methodology which
evaluatethe level of transparency and disclosure andassessed the level of transparency by
searching company annual reports for the inclusion of 98 possible information items broadly
divided into three sub-categories. These three dimensions includeownership structure and
investor relations, financial transparency and information disclosure, and board and
management structure and process. We basically followed Standard & Poor's methodology
but changed its three dimensions to four dimensions: transparency of ownership structure,
transparency of corporate practice, transparency of the board of directors, and transparency
of accounting. The score of corporate transparency in Korean listed company is measured

using binary evaluation method.
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Full time lecturer, College of Business Management, Hongik University
Ph.D. School of Business. Yonsei University
*** Professor, School of Business, Yonsei University
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We find that corporate transparency has a substantial impact on level of cash holding.
That is, there is a negative association between both transparency of corporate practice and
transparency of the board of directors and level of cash holding. Itmeans that firms with
good corporate transparency reduce excess cash more quickly than those with poor
governance.

These findings provide direct evidence of how corporate transparency can reduce
information asymmetry, monitoringcost, and agency problems. As a result level of excess
cash holding with good corporate transparency firms will be reduced and insight into the

importance of corporate transparency in determining corporate cash policy.

Key words: Corporate transparency, Cash holding
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