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o 2 dTe oled A%E HiEeR 7|HEe] Hoks wf oF 12002A(d=23 BA 2004),
ke AAlol A 7F AF-EA T o] SA] o] A AFAe v AY AFAE Bt 9579
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X A5, A gl FUlste] ARAIRANA Y] F Amolth, 2AEA S o] & AT ARl 5,
7¥etet, ojFAE 22H| 89 F7h freAdd skt A BAPE 9@ T1dEe] A B A7
5 719 =g o ddEo] EAsH At o BAE XS 7|AET HnEd o ez
= 97N e AE 9 7RG BA Age 59 odFeat dudide] oS sl #E
2 R, 718 AdE HEA Ager FE HYU 1 3 A7IAG A 7IHE Aol
stath Ae 2 A7IA9e vt I EY 15% AMe oA Afolrh BARA ggkom, A7) o
AEtkE AAstn YA feuvel 079 ok 99 e YA (FAE A, FF did, 2hHE
50%7F AFeta e AT BRAGe|rt, w3 I OE HEA A A9 HX g 7 E Ale]
o] A9 ¢t AELFFL IV} AAZ 10022 AJAE FAQ zo|rt LAYR] ekgith 2 A&
2) A7 S Al 7HA olEA F 2] oldd et FR B A7 s f‘f}@a olfre, ¥ A7 Ht&o] @ Graham et
23 du ] Bl

al.(2005)9] AREA 237 ATEATLS] ol fel3AE Gy Asle] oldlxg g Are vgé@ d
2 % 7K ole/124e) e ke Base] Hkot obfel fel49 2L € 4 93

HYStoIT M38A HM22 20094 42 613



ol - 253

«] 144’@*3 endogenelty) FAE BA% F
2AE 73 gt 2y # A9 @47}
I (causality) 7} obd 234 (association)
= HAFe 20 vE, 2AE d@Msted 79
228 Aot} ojdg AFe B A7 A
AFA Ae thFolAA] ¥ e s
(correlated omitted variable) witol #AJgt

A~
AL %= 9k

re

Q]

¢

o

N

7199 AA AL 7199 o2y Sl
= MAve & A7 A AR
BtA R Rl A AN 3l
gAe BlA Bel, goz 7199 dA7t 71%
£9 7]g 2 985 vXe 9% ol n
Aok FAZo| Y I Eoke] Aol td
£ BT F e 9x2s A A7AA 9
& 2 A7 FPsta itk @& 5 9tk 53]
d=e] 5 %Eﬂ Fob Aoz 7199 47

7199 5 3 e 1@7}%@ o] gzt
sng AL 4

R P S e
A7k 7199 ABA 4P 2 9% vlAThe
A

(<]

H
o ABe NYES e A9 FUE
ohiet QAo ek AAALelt A 5
A eloF HAEAL SAT & Uk AL AN
BN 2

F3 ek ARRARE GBI

9
< van

2 vehanh 3QAANE QRAIAE, B AT
¥
o

614

El

L

ox |o
N,
o,
o,
1o,
o

£ ATEA o)l 5A9] 4
A oo 3 WA 7199
doe AL )
AZAE A AR s AHgEE
AR A B sl A

o
42 woled 7198 + v B A7

o, X o 2
fo rr rlo 2

HolFEy

Ak A

S
1z
N
S
f
Lo
o
12

fru

4 Ay
> rg
S =2
o >
o = e

18 o>
?1% o w2
Ao FFI
o > i

i ao
X —Ll
z‘ N e
Qb oz

A f“f 4

@
o " o
ﬂ ) Y N

_ll.] m“o Oé_‘_;

(T
re
L
rir
o
)
k’o‘l
o
2
o
W L ooff oo wE o lo

) &k
A °ﬂ A °—‘°ﬂ/‘1 A
A

B3 B2

=

¥ o o M N 2

o

ol ol Urk. A 117
et 7HdE AFz Al 111
}E°ﬂ et Arolm, Al TVl
Bygth wiAer AV

ﬁ lo
lo
r>~l
:u:,

II. 0l22] FH & Jhde| HH

2.1 X8 2HAMo det

[E—— | oo

AT AFAE FopelAe ARE G419 dF
g A7 @dsl dAhEla Ak Coval and

Moskowitz(1999) &= HE3|AE0]

al
A
.

FAE Rt
=

9E IAE FIN AHT R

BAHE9] Hl&o] v

AR sk 3l

1
£ g wasgn,

ZHSHAT Hi38A AM22 20094 42



712l fxlIet g2 o[ FZ2At 2lm| ¥ Ato|] 2A|

Ivkovic and Weisbenner(2005)= 7l FAp#} olggh AgfA 2o wE FHFF &olie
X S o -‘Hi]'a}j A= Al Ak FERRe FARAR "EY FapdHnt dehve A
£ gl ¢ Brke AL ARt =3 A 2 otk 2 Malloy(2005)9] A7E AT
v BAAER e 2 AXsta e I9E A7 71 1AL 7R TPk s AR
of F4& Adste Aol vl =t Loughran 477} s8]l dig)] dxste o ddSA71
and Schultz, 2004). ety Bttt Choi et al.(2006)< AE

APAFEe] d7dade wad, A=y B Aog QP X A&t e MKRES L
& AR e AAF 719 Erx}?'?} 785 fre &3 7199 Al © Eoe AE sl
Hog =& 79 FYES 27 k. 28 o F AYH 2PN o= JEI59 o4
olfre AHe Xell AN VIHELTFE A= wEd Y Zdel dis) Eok B JEE £
FAAE0]l 7|del Wik AAg FEE on] dxm & F lojA, AFEAT ARl AlFste A

UAY, e A2 JEE FH77F ol |29 E£4o] FAEThE Wolth Y

w ol olefd e FAAE S ] W U] A5 AREWE, A2 A7) Adde
o]tk (Coval and Moskowitz, 2001, Bodnaruk, U F QA3 oF 50% Tt Ax Jlen =
2003, Loughran and Schultz, 2005, Ivkovic Wl 7195°] A 5 < 80%7t o] A At

and Weisbenner, 2005). & E°, FAxE 3 vk 20049 =28 FA w29, A%
ol A FGAEL AT A AAE 714 5 A7IAG e aHgEe Sy e AgqEn o
o Az, EAY T g #BEE AFELS 25%, AEFFEL 9 15% AR =vh mEkA o]
43 AA2GA A AF YR JERE E A9 ATt FAAES B B2 diAEE
< 7Fe/dol = a2y AejHos We "ol olgat] s FALES FPL Aolw, 19
A e 71l FAsle Afele ol dFE wet Jdel g RS aFete 8 EI F
ARE I5F ¢ e 7hsde] Atdor Zol  Rolga a3t olgjd FAAES 2EL 7]
=7 € A9l FEol GFS 1A & e}’

%1W°§ Ivkovic and Weisbenner(2005)9] S1727E 2oEH, e 31%9 FAAES A X AXe 7|9E ‘EFX}
ste o] BaFdtt, A nXe dFESE o 5‘ o, o]gfg Ago] AT FARIEC] T 7Yl FAkehs Hl&
13%0 E3eith. wEbr Fxkabge] AFg 2ol A 7|9 EA FASte A3 SAA ofuloA] 8 1 ohg} A< «]U]
AME S frolFelgtn & 4 Sl

4) Hilrary and Lennox(2005)& ZAKIES] 457 (peer review) EA9 A$E Aoz s dE AARIE 78] 4ES
ANGE A 40l o = e Husiirh. 3 XA 2340l HRIES folshl ool 2E]EAe] woltitke ot
5) A& fEuete AEEAste gdor 11‘11%7‘*781‘1‘3 FH - e gon, wEe e g FHsle] o R A3t ZHA ol
iOWF’- Atk mebA A g A7IAY o]9]9] 7]EF HEA] A M= AL 2 A71A G T} %*Pff& o] wdE JFsAT Stk
a2y Beaverstock et al. (1999 )3k olABH(2003) ol SJ3kH, SEutete] EA| ?Zr A& AR AR Ad AAZA 2 st
gon, HFEde] AREAEL 1 TRIE B8t OV‘W}X] 12271¢] AAZA] BHE 227 Sata ik ek 2 <
THEFE(48.3%) = OECD%ﬂ' TN e A E=dn 4 4E(31.9%), ZH2(18.5%), 9=(11.8%)9 HlgiH =
A e FFolt olgdr Axng AT 46.8%7F FEHEA Een, 5001719 EAk] 80%7F fxddd ¥l olE
719mEde] 90%01/d0] FE=Hdol ATHol e AoE Yegrh(AdAF 2003, 11.). 8% $elvehe £33 v$=H
k] A9AzE & dgtolw, o] gt A9 Abolrt A|E)d 2R dEdS ATl A 43S AlFeta ot wEhA B
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2.2 7199| x|et o|of = AlFC| T|0f =X o] 73 e FHEE AdHez A 4 7
Atole] 2HA 71X fA g 719 Ed tg Fo] B 7]’6‘0
o 9ct.?

Hong et al.(2004)9 A2 uwt2d, F= Aed 2849 AEgolA SHldA BH, o]
APeo] dF X e B5Y T 5 92 29 aa 2 9 7)ep 7| #HEY] AFAQ #4lT A
£ BAT Fdr =AAY AFAELS 7|EA 59 &olid2 7I4e] olgxA 2 stele <
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‘3} Carter et al.
(2005)3 Kimbrough and Louis(2004)9 &+
£ ]uﬁ"ﬂx}ﬂ ol xy &
< ol 49

A, e A7IAGAE Al A

3} A2, Choi et al.(2007)9 A+ &7
B2 7145 AF di=Ale $XS 7dEe] H&
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Sloan, 2002)."" Kasznik and McNichols(2002)
o] AT 9]‘3}”4 =9 o]dZeatE 33
(MBE) 719€s= Hlgdsgel folshl £2
o 7149 2249 714 (fundamental value) S
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A 2 gyae A NS 2t A
A7F &9 olddFeatE M F 7] wWEe]
o whebA o] Fope] APAFEE AFA LAY
= FANTFEE AFESHA] ¥ Tt

AFEA 7L oo S2e] eate] A7 G
15t At THANE o
& FAZ FPIUt Y 2y odZHe] ¢
o] B35 o] &3 59 o|YdSeat 397 g
A& A7 ds FP9 wpt 9ok wekd 2
AFE AFEA7E o] SA]o gk AT ol

31

A= 33

S maE 89

11) MBE®] thg -_rLﬂPﬂ.O] o] 2o} AaAre] FE]E Habib(2007)9] review =52 A28l Higt). o7& & 243 499
o I

a3l i e

= THo=E 20U

—
w Do
z =

ol AR (200849 5¥ TR L Aty 259 A ERE

£ Wen 9 g sl 9994 7 e e A3 Z1E STE 143 2 99 e

e 6, ol ololIENE B A58 NGNS A

12 A4z} FIke o]d 7R (U7} 312
I

e & deta & 5 9l
o= , o] Hofo] AgAFRE oMY F(2005), Aot ‘:(2007) A49-(2003), 7§“ ¢
#?l‘?l ‘cf 2004) 3 HFEA e B5%(2005)2 A3ATE Burgsthaler and Dichev(1997), Burgsthaler and Eames(2003),

AelTF(2005)9 A77F Aok

Degeorge et al.(1999)%<] A7oA =99 37149 o]d71Ed & A& 29 (loss avoidance), ©|27t4 3] (earnings

decrease avoidance)?] & 7HAel thaljAwt AFE F35IATE o]ed £45F(2007) 18] 017]

Azl At dsigit.
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5(2005)& AA3)9) o
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71dol Ix|et Fof o|A0IZ2A} || e Ato[2] A

. A7 + beDISP; + b7SHR; + bsNOA«
+ boEC; + bioYear Dummy
+ e 2 (1)
3.1 A72y
o7]9A,
A 7199 A AR o B TE MBE | 7]"“?_ fj}sz]*“? f—ff*ﬂ }
. . - ola] 23] ske] Apo] (AAo]Y - o
ol wlulg Holoh, of=e]l APAfo] 9w, =47 0ue 2w 1 ol
7199 EAE 918 A9 & 7IFECR EAS Y| =
A Ao g FEsk k. fevdte e 3 URBAN D719 1Y BADE Ae 2 A
ANAG] g F A o 50% F=IF AT Aol x5t 9lew 1, of
shu glew, T JdEe BA 3 o 80%7 ”fi({ el e
] SIZE L t719] FAe] Az
o] AA O]X o] 5\3?‘5} Zz9 247 3&—;
I Aol dAsha 5l T4 287184 BIG5 1719 Big 5 AAbHAlel AR
7AFAAEY BALE A& A7IAGd YR8t o] Zah= 7APClolW 1. oy
S7] W], B AT A 3 A7IAGE =4 w0
Aoz AHFAY. EA A 7AYFE GROWTH 719 FAptke] 43
EqAe JBEARES] B BAL u] 3 NANA Ct719 WA ZHErl‘ic@J F(AA
o2 A%l Bilo] AYAR dolF ool 2A % AEAZEE - T
o] =z} o Z A o0l = 1 OO] D]SP :t7]’] ZHUH}‘ ]"] ]%‘-219] T'li‘
L.O]q— /\] o’] 711"H 28wU= “6‘7]'/\1?]E1T: LRSS S z7le EZ3et
oz A4d Fx Y. & 7199 EARIAVE & SHR L 7)e) WA e EA s (A
Al AR EFE AFEA] o] S 9 FY BFEASE - 7Y F45)
AU f B& o]de Ruds FEE ko] 7 NOA Ct-1719) & 9hAREE 719
g 748 Aotk w2 Age Balo] PAIARA Fee LAy
o qge FURtY AIAE o9 248 & C e iy e R T
V2 733
?_].O] 71:}—}‘:?;} 7/4\0]‘:} ?—c’)‘}lz 0131@ cﬂ_ﬁ_o] gl‘r/}u\i Year Dummy HE‘:& Eiﬂ]t‘_q_—/,\—
7199 BARIAZE TAd] XSS AT 7L e A
o] o]l A g FUAAY T EE o]os Bu
e AE9 59 #AE 7 Aot £ dAFe A(1)E 7 7o) @A BAIA7E mA
olglgt 7199 X} Gt o]dxH fUY  USFE AFTEAI o] FA 9 FAY
AE Golhy] falA o9 4 ()9 2A%  ZFe o]oS BusteA] dolhy] 9 234
A BYE AT ofth. A (DellA F&EHFE 7199 AAR 0]

(]

3 AREA7 o]elel ZAhe] o]} 0xrt =

Pro(MBE) = a0 + biURBAN; + b2SIZE; W1, ol 022 st £ A= A FEA)
+ bsBIGH; + bsGROWTH, + bsNANA, o] o]old|ZXZ o]4a W 129 o Zuio]
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ol - 253

>

ol ARE o|&stoq & .4
AZe] FAAEE 7199 9 Halo|
Zo] 7HAaL gloH, 7 i
ol7] #Jaf w3t w d
ol AFEATFY o] ZA] A}
o] olfxH | AR ARG
o]9]2 Fn-DataGuidePro Hle]&Hlo
9 9 A (consensus, A& B E
ATk,

B ATeA FE dAREE 7199 2AIA
2, o] 4= Kis-Value 119 ZAMFAE o] &3t
AUtk Ao B FAAE EAR F
T Oﬂ?"ﬂ’ﬂb 7149 EAMIAE
< 7% T 7 A4S ALg
(URBANI)* 7149 EAE
7‘]5}—7 9o 1, oll¥ (0o &
, F(URBAN2) = 71999 24}
7k A %‘16‘}1 219_‘33 1, ofyw 02% &3
222 fx|el| e
FoJd SGA7F glerg, FREAC A teke
23] A5 Aot %@an = oq:lloﬂ

o
e HU
o N

=
18
o

D
>
rfz
4
fr
N

o
e =
N on =
ol o2
RO X ROEE o

2

> 4

2o H

FU l
o)
ofo
ol
QL

ol
N
o
Ho

o

(o o
of
)
rE
o
(I
<]
o
re
—
-y
>
2;
ofo
rE
4
i
ofN

Das et al.,
and Cohen, 2006).

1998y Matsumoto, 2002, Bartov
FAVSRE 7199 FE

El

(SIZE), 918 7RI AR(BIGS), *37¢E(GROWTH),
HH AFEA7Ee] -(NANA), AFEA7L dS5

2] #AHDISP), 7199 B/ EATF44(SHR),
GAAAH(NOA), 19 F(EC) 2 Axd Aols
A8 $1eted A=W Y| (Year Dummy)E %
ettt BAMT] Fole 2(1)9 g i

EAST AgdTd SJst, del olslwAn
7t BEEE AGAE ATRAAY o2 st

FUSAY e o]l 3
o|th(Barton and Simko, 2002: Matsumoto,
2002). %, 7199 #FE} 255 e 49 A
-‘?—cﬁﬂﬂ METFE, P BEFE ol
f91e B Aot Y JgitRe A%
Cheng and Warfield(2005)& 2 Wi = 7]g+F
o7} Ze 719G Ee] Mixulze} BHE o] 2H S
g & Aolgta Awstn gl o]ZA APATF9
Aubs] 7] Wil SIZE WaE W
2 73 A Fo AAete 71dY
dZoa Hug 3ystee 4] Aottt
Skinner and Sloan(2002)2] 72 3}of u}
T RES A 3. £ AT
]91@]%']94 Tl 4<% MBES @
F43t2 2 (Payne and Robb, 2000)
A71¢] dPApte] 25
B 0 e &9 o4
2022 B33 X7} Zo]Evt= Barton and
Simko(2002)9] A7l wet NOAE Zgsisit.
o9jel sFo] HPAQ 7I9EsE MBERSo]

B folo] B A

ey

fol o2
il
% 20 o

o)
12

E:Lr—tm;&rlrjg-{m—tﬂm

fr 1z
N

)

lo,

o

—
(<]

) NGRS} A7) S22 (% E
7] QJalA AA Al & HgA
e AHEEIIT & NANA = In (R
HEe v vJ%‘—’F';‘ Atkste] A3
SIZE) olth. AF-EA71e 4

e s

RAong AR EAA o] F L-reol e AFie dErs

620

F 2 2ages S el ot
19 34 GRS el A AR A A B A e e g

o] Aol A}

E2 3AEATE 7] Wi, o] FAAAE FA

(5.613818 + 0.3373894 * SIZE) °|th. ®3 $Ug o|FolN SHR
49 42 SHR =
9 2% AR 2EE% MBESH %o BAYS AT
= B3] gt

ok

In(EPF4F) - (0.4267215 + 0.4692253 *
AT ASHAE, ol E 24& T}
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71dol Ix|et Fof o|A0IZ2A} || e Ato[2] A

Be Aoz d25n, fagARlel A 719
Q4% ojolzy Aol BE Aew Kol EC%

bl =3
BIG5 ®57} 2320 2853t}

= dTe 200061‘%131 2004 7+A]

7 }%*‘W
d E‘r—«] A 235

“

gt AFAET 45 7 71
(3) Fn-DataGuidePro25-§ o] & &
7 E87E 74 7bee 714

Jd|Zx] A EE Fn-DataGuidePro
dolEjWo] 22 5E FZE5to] o] g9, Zﬂ‘rxﬂ
é‘

o [
_OL
¥R
&
re
-
N
N
o
DO
(e}

- O
(e}
1
o
>
2
ol
¢
o
Bt o —\N

o] B o ﬁoﬂolg}g_ u];ﬂ/\]—ﬂo] oﬂﬁzﬂeﬂ%
o1 (Choi et al., 2006), O]‘D’iﬂ oﬂzﬂ:o] AT

]7(] 2= O]L

oes)71E Ylojd 199914 O]_?_ gg_‘% Apgatel
o} w3k (1) mEAe uwel 2&EW) g5
Q A

7} studentized residual +/- 2% Hojuye #
AANE FHAR Hol o|55 FEA A9e
wAsATH of2ldt A Tl & ATl AREE
HAF BELS F 1,792/ 719-d=ele},

Matsumoto(2002)<] Az}
= W = 7
Aol o] el #A] won,
A71e] 2l;
Ao Aoz Holth #A

A

=
=
A
hu

= =
NBH EAZ}
1 7= % e

s, o2l
SISEES
NHEE Zﬂ-r
Qo] A]-EHZ‘]Oi
71 A
< 0.5540]H, ]

g ol &
ool 2 PRAE F
A %_/I:_o

A EH URBAN29

FE9] 55%01d]l 7199 EAE Mgl $Al

ot &= Yehdt. URBANI9 -2 0.804

24, 7199 BAE Mg

Eo] AA

2 371X e YA sh=
FEO 80%2 We AR eyt
°l—t— e 2 A71A 0] et FALE
191 el 2 sl

SANMSTE o] SIZE= Hu¥
19.373% 19.1072 H#3 9
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=2y - 2E

(B D IesA

kil a3k Ql A Chihn Q3 gk EFAz
MBE 0 0 0.364 0 1 1 0.481
URBAN1 0 1 0.804 1 1 1 0.396
URBANZ 0 0 0.554 1 1 1 0.497
SIZE 16.508 18.086 19.373 19.107 20.426 23.724 1.662
GROWTH -0.618 -0.011 0.194 0.106 0.267 2.253 0.521
BIGS 0 0 0.642 1 1 1 0.479
NANA -1.302 -0.262 0.439 0.451 1.111 2.236 0.870
DISP 0 0 0.037 0.012 0.031 0.486 0.138
SHR -2.908 -0.725 -0.017 0.158 0.689 2.020 1.008
NOA -0.322 0.395 0.919 0.654 1.048 4.095 3.127
EC -2.414 -0.071 0.088 0.002 0.076 2.670 6.667

1) W59 H9: MBE = 71519] Aol a} AFEA7be oo &9kl ztolz} 0BT AW 1, ofY¥ 0; URBANI = 7]
o] EAZ} e 2 A7d X8t e 1, ofyw 0: URBANZ = 7199 BAL A9 918t glew 1, ofyd
0; SIZE = FA%e] AA2a; GROWTH = 4%t AA4E: BIGS = Big baARI9 AFHAd &ate ZAaRleld
1, oFU™ 0; NANA = ¥[34 AFE47F 4 DISP = AR/t d&3)9] B4+& #7182 2383 SHR = H3%
FPFAF NOA = 2719 & d9Ae igdoz 583 EC = o4 F (epsrepsy )< 7712 8T

$2) Studentized Residual®] +2& "oy F9A] & 5’”"] o Al

T 2 atelE BolA @Eth oy FAMtd Tighe As HAFH, ECE o]9e] HshEo] o
AAdzag Y7 ez EOLE}. GROWTHS  8.8% Hxehs A< T3}

i F95E 47 0.1949 0.1062.2 H3 (B )& FoUFTY doj& ZA#AE

o= 71949 Atel 19% F7teta s & & o AR 7199 fA WS URBANS
ATt BIGSE %ito] 0.6428 Jehy & 939 MBES =9 #AE Holx o, Fode @
R F 64% H=7F Big 5 FARIAA 4F2A t} 71EF MBEOl 94&S vX e WFEE SIZE
2 v ez yeyt o gE IUdTs SHRE Jeiyt. = 7|9 gt 4= 4|
H]S=gh Adolth, NANA® SHRE HAZ A2 B4 SdF447t 455 AFE4719 o9
Arker ZolBg, Hiolu F45 gol 0% wif dEX Y ZAU B oldE Huste 7ol
fFAkelt. DISPE Ba3 947 42 0.037, e AoR Yyt EAWSEE Alole 4@
0.0122 HoAHoZ AFEA7LY o|ddZX2te]  #A Tt BIGSY SIZE Atel9] A##A 7
Hakol g 34 ke Aoz yehdth NoAe 0.3012 7P¢ Eskoh. sy AEdAE 048
Fe BEALR FIPANE wEAY 91% & w2 457 §7] e tdeeddel B 4
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7192l fAzlet g2 ol2oE2

A 2l Mg Atolef 2|

(£ 2) Fou47H ATTHEA
W+ MBE URBANI URBAN2 SIZE  BIG5 GROWTH NANA  DISP SHR  NOA
MBE  1.000
0,035
URBANT )10 1000
0055 0550
URBANZ (0 o104y (<0.001) 0%
0147 0155  0.045
SIZE (0.001) <0.001) (0.052) 000
0036  0.040 -0.022 0301
BIGS0126) (0.088) (0.348) (<0001 00
0015 -0022 0016 -0.095 -0.017
GROWTH (0’514 (0.334) (0.498) (<0.001) (0.467) 000
0003 0025 0069 0013 0082  0.109
NANA™(0'son)  (0.330) (0003 (0582 (<0.00) (0.001) 0%
0039 0029 002 0179 0025  -0.052  -0.028
DISP (0004) (0.210) (0.337) (0.001) (0.275) (0.027) (0.020) 0%
g 015 0103 00% 0012 0052 0084 0160 0017 oo
(<0.001) (<0.001) (0.257) (0.607) (0.025) (<0.001) (<0.001) (0.471)
wou D9 0047 0020 0086 0045 0232 0009 002 0073 o
(0.037) (0.045) (0.213) (<0.001) (0.056) (<0.001) (0.692) (0.373) (0.001)
po O0A D0 0004 0005 0001 -00UI 006 0047 0.007 0001
<o 068) (0.548) (0.846) (0.805) (0.979) (0.520) (0479) (0.046) (0.766) (0.942)
) s Aol Al Backe] SAE pitdl (FEAD).
L0) el e h el g saa
T 2AEAN Ay S vjE AozE # A A7) Y, a2 7199 YA ut
22PN S 2 Azt MBE A=l x}om 9l=x2 Bl wsl
Aok BAA HuE YalAs TUHEEA MBE}
4.2 CIQHZERA M8 W< (indicator variables Ol_i Chi-Square
ASES AN, 1 A3E (F 3)d Hasigict ¥
R o7s s)gde AL B A7AY 97 o wol ¥ Byeh= B9EEt t Aot Wilcoxon
9} 7199 o]z A Tt el Al Aol &) AZE AAE d1e A802 Zdagt)
15) GE 2094 SIS NANA, T215 SIZESH SHR Al 38 941 AT ek ol o) 490 ek el

°“* m
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FAtole] BHAE A AT W7

7Id 32 AlLtstel NANASH SHR #48 #gh

AA A7) Holtt.
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=2y - 2E

(E 3) TAIZIY(URBAN) 2t HIZAIZIZ(RURAL) 2l MBE #to|&4]

- § - Chi-square
EE i A ) A%
URBAN 0.351 5.354
URBAN]1
RURAL 0.418
URBAN 0.349 2.462
URBANZ2
RURAL 0.384

(F 3)d wzd, 7] EAR7F ALl 719

}L
NS
i[> rlo

3} ohd 71U9ZHURBAN2) Sl MBES Ha& 744 E (robust) T3 (z-value) & AHS8I3I oM,
0.349¢} 0.384% gt zfo]& HolA| ¢kt g4t 71go] M2 UE Axd FEd xEHo
a8y 7l AR e 2 A7 71 e A

ong oz old] xE 4 & serial correlation
a9 A A% 71Y92HURBANI)® MBE A7 g 719 clustering 7IHE
Hitel aole 5% Faolld fFestA UEiEn ARSI 4 Ree R2EY A¥EE Urhile

Hd
)
mlm

(X’=5.354). = 7149 EAIA7E A& 2 7271 Wald ¥° @3 24 %ow Awgd s Yehe
290 HAg 7L FE 29 o] FeatE I Pseudo R* #< Buaqct.”
gato] AFEA7 o] SR 9 T AY = (£ b= 7199 P—*H Ao & M4 URBANI
& oS HusEe Aol Avke A& ¢ £ I URBANZS ©|431 A4 o]ddSx9}
' ey, olget A= MBEY 43S 1| 91 2ol (MBE)©ll s #Ag Azjo|tt, URBANI
A T e Ay HgEe] BAHA ¥ Aoln AMge 95 AuEH URBANIC AlS3kol
2 A=A afAg)of & Feltt -0.348 (z=2.46)% frelatAl (-9 = e
U ok ole 7199 24 A 9 A7IAY
4.3 2REN o AATFE AFETATI o]dSA 9 Tt
AY =7 olds Huslee Ao Yrke RS
2 TN AAE MRS #HEste, (1) omjgt}, = *1€/7ﬂ7lxl°ﬂ°ﬂ AA e 7195 Al
of B o3t ZARA Ade (F HFH (E FHOE I3 X A3 AW At e
6)7/4 JeERdTh 2AENATe BAE fo4 0 B FARED A, ZH-‘?‘E‘@J]', A7, o)

16) FAAHLZE H&(n=993), 47]1(n=448), 7Iel(n=351)% EFaX MBES] Hia< vlwske] By, 247 0.349, 0.357, 0.418
2A, Aol 71 B Mgl AFEFE RolA e AL et

17) ¥& Variance Inflation Factor &2 F48] ¥ A3%, URBANIS FEHSR AFEE 79 Haglo] 1.660] E3fele] o5
AAe] BA|7}F AlzbslA] ekgkon, Ramsey (1969) AAE & ¥ 23 F ge] 5.13 (p 0.0016) OE’H Aeke Bl ( omltted
variables)7} $1& Ao 2 Yehdth 2d9 A ( goods of-fit) & Lolwr] 918 EXATE Pearson ¥ Fo] 1785.76 (p=
0.4439)°1%, Hosmer and Lemeshow (1989) ¥ o] 1.23 (p=0.7451)24 27} YA Exstn g Aoz eyt
o} olglet £4 Ade & A7l AHEE Eﬁl'iaé"] ul§- 278t (robust) A BFa glrh. £ AFo] AMEE AR
gt aA ke ol HJ_OPC EAE T Uehda 9le, olstillME FIHH R ofd tiek e FA %t
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712l fxlIet g2 o[ FZ2At 2lm| ¥ Ato|] 2A|

(E 4) ZAP|Hzt 5| zA7|Holl Thet 2XEA 2

URBAN1 URBANZ2
s e A%k A%k
(z-value) (z-value)
-0.348 -0.321
) . .
URBAN ' (-2.46)"*" (-2.68)"*"
0.265 0.276
?
SIzE ' (6.61)*** (6.90)***
-0.039 -0.286
BIGS (-0.32) (-0.23)
0.294 0.286
GROWTH - (2.68)"** (2.60)***
-0.050 -0.055
?
NANA : (-0.74) (-0.81)
-2.061 -2.046
DISP : (-2.00)* (-2.05)™
-0.304 -0.319
) . .
SHE ' (-4.98)*** (-5.17)"*
-0.368 -0.365
Noa - (-4.76)*** (-4.73)**
0.062 0.065
EC ¥ (0.78) 0.78)
Year dummy 3zt 3zt
Pseudo R’ 0.068 0.069
Wald Chi g 119.67 119.71
TR 5 1,792 1,792
#1) 7wl Aol (& Dol 2459 5T,
#2) Pseudo R*= 239 MHE<S Wald Chigte 239 A4S Ve
23) ¥ Fm | 5 10% SEA S8 Ta (F27%)
to Fo| ST o JuHoR ogry W NS NS Adel BA 97t A
S AY A1Fe ZIdE 2EEE e 2ol E9 2192 A9 obd 59 W4 (URBAN2)E ©]
£ A0R M ol W] AHG PEG|AS R W= U A3h et 9 9

18) (& Dl Bu® W&o A4S glaly] 918 idee] Axd £49N URBAN ¥4e

U% o] 37h A=}t WAZ40]°;1E} Axd FEol I77} A4 35470004 A 38070l E-tsle %74]?1 772 (statistical power)

P ()9 $58

7 2

I YL

o] okEly T E-pala, uHo] e AfAolalm & & glo] Uwkal s15AF 97 ElgAe] =ulm & 4= 9t} Fama-MacBeth

BN AAE B, URBANIS AlF3kol -0.3396 (z=-2.21) 24 JA] G o|qic}.
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SN - 2B

718 SASe] B ZIdel HR(SIZE)7F 2 dE A7IA
= 714 (GROWTH)“*E ArEd B7A
7kl ool ZAe] EAHDISP)Ol AeFE, 719 ¢

AHg 719Ee] HFe oAt o of 2 of
o WBAEYFAF(SHR) 7Y A5, 21 7] Yo FeAE d9dhe die] Yehdde A2 B
Ao & GUAHNOA) ol HSF= AFEAZLY odFEh
ol SA| ¢t FLAY EA o] Histee (% 5)E MBEY F%ol we F7He4 A%E
A%l A& Ao® Yeldt) ¥hadl BIGSSH NANA — Hausiith. AWM= URBAN2S AHEsIE o
oo REE /MR gAR R @sta. w0 MBEE Ael@dldl wel Al X2 el
ECE A4z ¢ $58 7M1 QAT o Arh AFEAZL olodEA|eh F1gde] A4 w
AolA] &g}, el efzte] Aoz} 509 (MBE#50), 759 (MBE
B AFINE FHHer Mg o A wT5), 2@la 1009 (MBEW100)9 255 77t
ARG 714, A7 U A 5 A7E A 7' wEelA, ARl Aoyt Aite] e mAEA]
Ao A PR ol BAZ deidl & ANE otk 719 Al Eaolo] AT

N
oMo

ot dE 59 URBAN3E A&l A 71990l A7te) o]d A& x¥ete H=rt wig A
W1, 771 A 71geld 002 Folgta £ W, o] 59 o|dFeaE s Y 7Y
g A3k(n=1,441), URBAN3—4 ATaE -0.266  ©] o|dxd AU A 7IdE 2Hde TtE
(z=-1.92) 24 10% FTM 94 <At Aol ®& Aot a8y Al Hauo]o] o]d]
ANE Bohe Agd A 7195 Bt 59 SAE 2Fste FAmrt Avd, ole o]zl
ol ZoatE FFste diol dAFCE Ay A xS B olddSAE €
= wbholth. E3 URBAN4AE 7A7=d 9xd Z3ste o]|dS BHusr|rt mj$ odths

719019 1, A& A7I=s AYe 7IgAgd  nHdE o ooy AR Jtizd wiEol

%)

JlN

g

¢
nZi ol
o ok

ARG 7ol 022 Aojeta 48 23 (n ofyzt B9t dAlz /‘17‘}91 7|t ET} vl
799), URBAN4«] At -0.194 (z=-1.21)  FaiA 28 237 Uehsds 7hedol =4 o
2A Roe S0 AGGAT foH oAl g AAAHS MBE A= Hue o3 e
T 9un ol I BE (& 49 w3 o A3t o2y Ee A 7UEd oF
AR AoBA, A& Ade] 9T VIPE B 9 BAd EHAD ¢ Ak ol fAG B4

19) & GFoptE R w49 BT S22 TR Qe ol 59 olddden Aol 49 0
43} e @7} ) MOl e Kasonik(1999)2] el el W e e 2gee 2hde 20
BEE Ade AAog FYsth dE 59 o] A5 URBANI® AlF#E -0.346 (z=-2.44)°", AFd LAY ALk
-0.6930 (z=-1.09) °|Uc}. A4 LAJA] Z*tH{}\"’ Egusg 28 A9 E Avs Adog 5%_10}1;].

20) URBANIS BAWGR o] L3le] BENF9S AoT S8 AE omq

21) ddAeR clqzgont A3 rlhes 24 & Tl Al ZldE Wt uH %ff °olg wEItte AL A9 kst
w2t 71982 ool A% 71 FEe oI 2Ase], A 7lr41 oA ot wE& AE(AE B A 7]
frErnt 30-509 £& FE)o FHEold S Budleln @ 7heAol b——\:} T0]9lo] AJ#e] o]old) =X B} YEs| ET}
A, ol ool A7 71%?% 288 Bl ool Aol iz AAl 7 ?j«l HHol gdshr] M 7he/del el
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(% 5) MBEZ0| ME 2XEM 21t

MBE¥50 MBEW75 MBEWI100
u PR Ask A%k A%k
(z-value) (z-value) (z-value)
-0.413 -0.338 -0.274
, . . .
URBANZ ' (-2.92)"* (-2.06)** (-1.79)*
-0.115 -0.111 -0.105
, . . .
SIZE ' (-1.76)" (-2.06)"* (-2.00)**
-0.204 -0.044 -0.092
BIGS -1.01) (-0.25) (~0.55)
0.150 0.160 0.150
GROWTH * (1.28) (1.40) (1.37)
0.014 -0.051 -0.105
, . . .
NANA ' (0.15) (~0.58) (-1.24)
-7.493 -7.940 -7.120
DIsp - (-1.94)* (-2.59)™ (-0.58)**
0.632 0.530 0.512
, . . .
SHE ' (5.71)*** (5.49)*** (5.73)%**
-0.237 -0.236 -0.239
NOA - (-2.93)** (-3.07)"** (-3.08)***
-0.002 -0.002 -0.002
EC * (-0.87) (-1.17) (-0.84)
Year dummy 23 x3 ¥3
Pseudo R? 0.090 0.077 0.073
Wald Chi %t 09.24 72.44 71.30
BE 4 1,792 1,792 1,792

F1) MBE#50: MBEZ} 0~509 Ateleld 1, o)W 0. MBEW/5: MBE7} 0~75¢ Atelo]® 1, ofyw
0. MBE#100: MBE7} 0~100¢ Atelel® 1, oflJw 0
) 718k 7 ¥ge o (E DY 4539 5498

#3) Pseudo R*E 239 4Hd<, Wald Chize R&9 A34< Jehd.
F4) O *= 1,5, 10% A fodE wE (YEEA).

< Matsumoto(2002), Cheng and Warfiled (F B)Z AW HH MBEY F3d A#gle] 7]
(2005) &% a3t v} S, A< 3&*}7} Mg g 7R ARG TFEY

Acle}. oleig #4l Wi, oJ7 APATEE B ANAR o} AET MBES herle) o RE o S4a oo|z4/A%)
125 FA= AHeala gtk
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FE AEEN7L o]ddSAHT} £ 0de B 1 Ve A|YG(0) o2 FEI Wt aela
sk e Aol #e AR yegth Asis GAld AXE 19E ALstan, A2/471(1)
AT B URBANZ29 AFgkel #AWMS7 MBE  718F A9 (0)o2 FE3l9 CITYISZ Y3}
w50, MBEWT5, Z12]3 MBEW100¥ o 22t o &g A&/7A7IAFd 9x]g 25 A9t
-0.413, -0.333, z28]x -0.27424, Az} &9 B A7} FAAolH 1, 2 9 oW (o

Al 2717h saekes 2% Hola vt & 29d WS CITY2, 7199 EAA7E A&
227t o]l EA|gh Buolzke] Apolzk & A7|(1)F 718 ZAA(0)el AAF Ve
S5 59 WAE ° el bt ik 2@t deR @ CITY3E FUMR ARESKiTh o
= 52

sdatA &9 gl A7t aste FAE B Ods JAAXNHFE A ol fe oA =
1 Ytk & ol#et A= URBAN29 At ol Z1999Ael g AaAd771 vinjeta, €=
w(5)Q1 o fi7t el zF el AR Jzd o AT WE 7199 A gk e %%ﬂil
AL 2 ey Fu > 7} § 7] wjEolth, vobrt 7199 ¢

71ek BARe A4S SIZEZ foletA 29 g
S Hola Yt} olE (F 4)¢] At AutEe Ao
AR, 7149 Rt 2545 AFEAZRY o9 3 =
d3A9 FUAY A Eustele Al A5 &
S Uehln It ® SIZE9 el bE BARSE (A
4)°] Azer fFASHA Uehgth & AFEATE] ogd Aol EAE 4 vk whebA] of# Aol
o] ZAe] FAHDISP)o|l A&FE, 7199 vE  Eol EAZAT Yehe=AE AR Aolth (F
AP FAE(SHR) 7 BE4E, & 99AHNOA)  6)9] FEMSE MBEY URWSE Agaglo
o] AZFE 7S AFEAIY o]dd A E v, A7) V|Y9A] MFES HAHSFRE 23
A o]9E HusE e A B A

(£ 6)& 7199 2ARA o wE 2 AlEst (& 6)llA #Age] Aegts A9 Ed, COITY,
oto] F7REAGE Ans delal vk (E 6)ol  CITYI, 28la CITY3® 247t -0.144, -0.306,
ACITY Wge 7199 BAIAE Ag/471  a8a -0437=2 §9490 59 #& vepllz 3l
2), 771 oo Ao YA FAA (1), a8 o AL/A7E A FIAIL B EAA G

L

Fol7

5 SHANEE Fol AAv %—75*
2 Ane] AR gHsp] ot &
el B, Med 71N Aol =Ygt
T 5ol A7tk slew, Al A3 F9

Aghz sk Ao 471493

F

2) A o A71AG fAG 7|95 FESl], Aed URBANS ¥E #4]
W, URBAN39 AF#k& -0.223 (Z=-O 99) 24 feoHol7] ¥t 11
2 ARgsto] BAEh, URBAN4S AF#2 -0.487 (z=-1.89) 24 frol#olt}. o83 FHe A& ]E} A Atelo] &
2 FA7E deidtie (& 4)9] 343} dH 02 ALttt
AR SIZE M —‘|’— Matsumoto(ZOOZ o] A= Folat K +)e AFHE 7R YA Cheng and Warfield
2005 o dFedlA e w() o] AFaE 7R STk (GE 49 (& 5)e] AT Apol= ofd A-fo of2]g o7} YevE A&

g5t Bl ?\l‘ﬂr Z AAAR MBEe tiaf 243 (& 4)9] 45 SIZES AlFgke] v«]?ﬁ (+)°W‘ﬂ, MBE%E 31719
6H o|9xF & AU /\VU N2 E P& A0 JPEs HEE Uletd B43 (& 5)o] A= SIZEY AFgkel ()
o ole EIF E 7I9EFE oldxA ol A JuzA € B3l MBES & 7Fsde] Hrke 3 —% Ve

TR AMSt MBEWS0S &5 L—ri sto] A3}
7
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712l fxlIet g2 o[ FZ2At 2lm| ¥ Ato|] 2A|

(F 6) Kloi7Lol ©E 2XLALY

CITY CITY1 CITYZ2 CITYS3
ERS ARz A%k A%k A%k A%k
(z-value) (z-value) (z-value) (z-value)
20.144 20.306 0.200 20.437
, . . . .
URBAN ' (-2.98)** (-2.36)"* (1.07) (-2.40)**
0.274 0.287 0.239 0.273
,
SIZE ' (6.86)""" (6.64)"*" (4.19)""* (5.34)"""
0,027 0,087 0.208 -0.096
BIGS (-0.22) (~0.66) (1.19) (~0.61)
0.282 0.240 0.216 0.496
GROWTH * (2.57)"* (2.24)* (1.53) (2.70)**
10.058 -0.084 10,024 0,020
, . . . .
NANA ' (-0.85) (-1.16) (-0.25) (-0.23)
9.043 1,785 2.848 9,306
DIsp - (-2.06)"* (-1.82)" (-2.12)* (-1.76)"*
0.316 -0.398 0.965 0.242
, . . . .
SHE : (-5.12)"** (5.94)%* (29D (-3.11)**
10.369 0.357 10,444 0.355
Noa - (-4.75)*** C4.60)" (290" (-3.87)"*
o . -0.066 -0.058 0.019 0.313
(-0.78) (-0.75) (-1.29) (-2.43)**
Year dummy x3t ¥t ¥t ¥3t
Pseudo R? 0.068 0.079 0.057 0.083
Wald Chi 2 118.50 120.01 51.11 90.17
nRe % 1,792 1.792 799 1.201
=1) CITY: 71909] BASA7L A &/27109 2, AR 1, 7 9 Aol 0;

CITY1: 71999 BAMIAZE A&/771018 1, 2 ¢ AFold 0 (FIAl Al9l):
CITY2: 7199 BARIA 7L FAlol 1, o1 9 A|Fold O (X&/771 A):
CITY3: 7199 EAMIA7L A&/771014 1, FIA|H 0(71EA S A9).
) 71et 2 @-’F«] el (ED A7 543
#3) Pseudo R*E 23 4¥gL Wald Chl%ko By AAS Yepd
F4) T T2 1,05, 10% FEAA RAARE B (F5EH).

_I

(
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ik

Z 3t 7199 EAIAZE A Apold] WTHE o<l Aoz} §i
2 73Y3 OITY29o] T3 ool (F 3 (X 4)o] B

02 ¥ AARt
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o B8 CITY3E f189 29 ASRE Mol
o1, AeAgel gFee] ¢ 4UF + 9
Cole HRRe FAAED A=, F571% 3

FAZ IR HEALe] gD gom, o|ge

1429 ZAt HEAGA AAF 79T o)

A flelt Aol ldzg e gaan

e,

Supp

N

e N
tlo o

A

4.4 7|G9Ix| MEo] Ly

He BARA ge Aelgeh. et 7195
BeliE, 7

[e)
(probit) A& E3lo] inverse Mills ratios
AtetitH( Heckman, 1976). X4 Algd &
d3 EXAIE 4 (2)9 2}

Pro(URBANy) = -2.2776 + 0.1945 SIZE;

(-6.08"*%) (9.60"*%)
-0.0798 LEV; + 0.0404 LOSS;
(-0.61) (0.47) 2 (2)

-0.0018 ISSUE; + 0.8484 INTAN;
(-2.22™) (1.36)

-0.8621 TANG:+ industry dummies.
(-4.84**")

4 (2 A8E sHEsES, F=d 4 78
A9 A 7IHEY AY EAMFES FEo
of Blwg 23 7|9E Abold oAl ztel7h 4
T HgES ddsidd 7199 A8 #4
" HFsS gefeby] ds, i AdATES
AESI oY 2 ATl AAg JPdT= glde
B, g YA gk Sl o] o] gleBE
Aol @S FAEA F Jezted fo4Q1 A
o7k e WaEE AP tH(Burtton et al.,

1995; Leitham et al., 2000). AAH ®¥Hee
ZApte] A7 gho g AXE 71Y9FR(SIZE),
FHAE TR o] Asket A& (LEY),
AR Yu](LOSS), AFEd Hv] (ISSUE), ™
FAtE SR Uro] At T3
|5 (INTAN), 283 F3AFE T E
ol ALk 3] BIF(TANG) o]t

2 (2)Z o] &3 BAATe] A9E (Pseudo RY)
2 ().1453 o|t}. o] &S AREsle] ALK inverse
Mills ratioE 2 (1)l F7kate] 20A 3]9%4]
< AAlE oy dite dip FYsith dE 59,
(£ 4)9} 22 F4Z AN S W URBANIC
AFTHE -0.2523 (p=0.053) 224 (X 4)
Avet Adoz zdagt® = 799 YAA
ol g WA E BAGIE £ A7 A= W

s sisiet,

sl

4.5 Mxtalm| 5 oz 2T 0[2xy

2 Qpde g9 olodEea 83 o9z

24) ISSUE We AA% tH] 10% o139 Aol ¥Fel s7kskd 1, ofdwl 09 & 7 Hrlds otk o& ved &5

(2003)°] AHER PHT FLF Aol
25) MTH FAHOE $NANE WA, FAMSY AE
( [¢)

2 &
HAHE foA9 (fedoln @re) Ane ngt =y
w

15

DI o129 (ool L) WAEe BE AdaN F
AgEe (B 49 0.06844 0.073e2 A% Frlslslon,

inverse Mills ratio ®4E 1% FFA 7942 AFaS 7R A3
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/771X 9 (URBAN = 1)1 719E9 4Alo]<3}
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7k o] SA) & vEie, FAME i W
o &she 719EY £E FE Yt 294N

A AAel 3 AT o]odZA 7t F
e AxFHs (2 o] AZabo|zr} Q) AL
£ on|git},

44 Panel A AHEW, 714 EA A&/
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Qg 1) 71el fIxlol| & o] M=2lo|=(Earnings Surprise, ES)2| EXT
Panel A: 719} AP AM2/47] A19<] 71459 ES 2=
120 ~
100 A
80

B0

e

40 4

20 1

O -
-715.96 -B84.49 -453.01 -321.54 -190.06 -58.59 7289 204.36 33584
£8

Panel B: 7199 A1} XH&/77] ol9lel 299l 71459 ES £2=

40 4 1
35
30
25 A

-213.2b 133,77 -54.30 2h18 104.65 18412
£S

F1) ES = 7199 AAlolzt AF-2A7te] o]fd| S gke| Apo] (Ee: €)
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The Association between Firm Location and
the Tendency to Meet or Beat Analysts’ Earnings Forecasts

Hye-Jeong Nam* - Jong-Hag Choi**

Abstract

This study investigates the association between firm location and the firm's tendency to
meet or beat analysts consensus earings forecasts. Recently, finance literature on the effect
of a firm location has received greater attention. Related prior studies find the evidence that
firm location affects managers as well as other market participants decision-makings. By
linking managers tendencies to manage their earnings with firm location, we examine whether
the firms located in urban areas are more or less likely to manage their earnings or the market's
level of expectation.

We develop our hypotheses based on the competing theory. First, the firms located in
urban areas are less likely to manage their earnings or market's expectation than firms in
rural areas because of close monitoring from market participants who live in nearby urban
areas and have a lot of information about the firms. Close monitoring can mitigate or even
nullify the earnings management by firms which in turn decrease the firm's incentives to manage
earnings. We call it monitoring perspective.

In contrast, the market pressure perspective predicts that urban firms are more likely to
manage their earnings or the market's level of expectation than rural firms are because of
high market pressure from the market participants who live in nearby urban areas. Studies
report that firms receive more attention from media or investor community tend to manage
earnings more to satisfy the expectation or demand of the market participants.

This paper empirically explores these predictions with 1,792 firm-year observations from
listed firms in Korean Stock Exchange for the period of year 2000 to 2004. We classify a
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firm's location based on the address where a firm's headquarter is located. That is, if a
firm's headquarter is located in Seoul or Kyunggi area, (the metropolitan area which surrounds
the city of Seoul) then we code the firm as an urban firm and otherwise a rural firm. The
use of Korean data for this research purpose is particularly important because there is a
clear distinction between Seoul and surrounding metropolitan area and other rural areas. In
contrast, it may be difficult to differentiate urban versus rural areas in other countries. In
the empirical anslyses, we measure the tendency of avoiding a negative earnings surprise as
proxy for the degree of earnings management or market’s expectation management.

Consistent with the monitoring perspective, we find that the firms located in Seoul or
Kyunggi are less likely to meet or beat analysts consensus forecasts. In addition, they are
also less likely to meet or just beat (i.e., beat the forecast by only a small margin) the
forecasts, compared with rural firms. These imply that monitoring of the market plays an
important role in reducing a firms incentives to meet the market's expectation. As a result,
firms are less likely to engage in earnings management or expectation management to meet
the expectation. In the sense that this study identifies a new incentive, i.e. firm location, to
manipulate earnings or market's expectation, this study contributes to regulators, academics,
as well as practitioners.

In contrast to the findings of this study, Choi et al.(2006) document that firms located in
Seoul are more likely to adopt greater magnitude of discretionary accruals (both income-
increasing and income-decreasing accruals) than firms located in rural areas. The findings
in this study suggest that even urban firms may engage in more discretionary accounting
choices, they are less likely to try to meet the demand of investors. Further study should
consider the effect of firm location choice on firm's various behaviors not investigated in this

study.

Key words: Firm location. Earnings Management, Negative Earnings Surprise Avoidance,

Analysts Earnings Forecasts.
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