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B} freAbite 34371 sl Opler et al.(1999), o] E7] yEolth, £ =& Garcia-Teruel
Ozkan & Ozkan(2004)9] Wo] we} A2 et al.(2009) 2 Begley et al.(1996)%5<] A+
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6:];1
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ELE) :71%14 SOl B B EE 2ol E el Aol
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A2l (LEV) = R/
EERRE o 1
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(SUBLIQ) (FAAE-RH/2A
AZEECFLOW) | = (BARRRel o+ Hol) /5 29
~(EARR/A 1 PR/ + (A9 /2
oA
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71l B3R SRR B 2o 2

W% kS Mol glon] meb AFgeze B
FHIAA £94 742098 ¢ 5 0

A7719 o & B =EdNE AQDD
(T @94 A= B 0.125, L2 0.0998
24 1137190 tgo.2 $93 Dechow & Dichev
(2002)¢] Aol A AQDD Hit#t< 0.028, =4
%e 0020024 V17195 WA @5 7199

[

(0]
T

¢

(BANKD)

(SUBLIQ) #h=
9 3747131 (GROWP), @585F(CFLOW), A%

A7 2 (LTDEBT),
713]H] 2 (RSPRED), @¥Ag(LEV),
o §oA9l #AE

P
A
R

AQDDY #ol st s &+ At 5 &= 71 Z(ZSCORE), Wid8 4 (DIV) 3= A9 94
HEo] AUA oz B A AFE d)o] ¥t < WAE Hola ot diFF 12 AdE FAY
= & 7 Aok 7199 B2 gHEA(LEV)E  AF @FEAFES 1% T FoAQ o @
57.04%°1 3 ZFA44te] 11.43%7F A7NARe2 = AZ Ho|xu 9lon nabd tF:F 19 A%-e A7}
2EAES & F AUk SFFAH(BANKD)E A4 S3EFE dghfaso] Bolle € + Ut
Falol A Hit 22.88%9 2 & 4 UTh (" DollA = AQDD(EAN 4o 94) 9 &
(£ DHolAe daiafresd i WbssE 139 FEAE(Cash) 2 Cashg) 2o AAIEA sid&
go|& BHRAE AMste v AQDDS Cashy & .53 19979 &9 A9l
< 19.20% % Cashg®h= 21.33%9] F914< 4 19983 1999 Atolell= A2 24l e &
(E 3) 71z &4
Variables Obs Mean Std. Median Min Max
Cashy 6,832 0.0595 0.0551 0.0450 0.0000 0.3240
Cashg 6,832 0.0674 0.0702 0.0471 0.0000 0.4792
AQDD 6,832 0.1250 0.1035 0.0998 0.0000 0.5430
GROWP 6,832 0.6484 0.2831 0.6043 0.0474 2.1765
Ln(SIZE) 6,832 18.9438 1.4685 18.7614 14.1506 24.2579
LTDEBT 6,832 0.1143 0.0983 0.0984 0.0000 1.0575
BANKD 6,832 0.2288 0.1725 0.2092 0.0000 0.8599
RSPREAD 6,832 -0.0354 0.0638 -0.0367 -0.3650 0.2308
LEV 6,832 0.5704 0.1807 0.5934 0.0613 0.9855
SUBLIQ 6,832 0.4168 0.1622 0.4065 0.0027 0.9204
CFLOW 6,832 0.0505 0.0720 0.0417 -0.3578 0.4855
ZSCOREA 6,832 2.2791 0.9486 2.1120 0.4901 5.8796
ZSCOREs 6,832 0.5071 0.2041 0.4725 0.1293 1.0448
Ownership 4,751 0.3585 0.1659 0.3460 0.0127 0.9295
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(& 4) gp7te] Ao
Cash; Cashy | AQDD | GROWP | SIZE |LTDEBT| BANKD |RSPREAD| LEV |SUBLIQ| CFLOW | Zscorea | Zscoreg | DIV |Ownership
0.994 1
Cashy
(0.001)
AQDD 0.192 | 0.2133 1
(0.001) | (0.001)
] 0.124 | 0.120 | 0.029 1
GROWP
(0.001) | (0.001) |(0.0109)
SI7E -0.202 | -0.195 | -0.092 | -0.041 1
(0.001) | (0.001) | (0.001) {(0.0004)
-0.077 | -0.081 | 0.090 | 0.134 | 0.056 1
LTDEBT
(0.001) | (0.001) | (0.001) | (0.001) |(0.001)
-0.079 | -0.076 | 0.003 | 0.086 |-0.185| -0.181 1
BANKD
(0.001) | (0.001) |(0.7418)| (0.001) |(0.001)| (0.001)
-0.081 | -0.074 | -0.064 | 0.013 | 0.250 | -0.214 | -0.146 1
RSPREAD
(0.001) | (0.001) | (0.001) | (0.247) |(0.001)| (0.001) | (0.001)
-0.032 | -0.039 | 0.049 | 0.027 | 0.144 | 0.505 | 0.138 | -0.320 1
LEV
(0.004) | (0.001) | (0.001) | (0.019) |(0.001)| (0.001) | (0.001) | (0.001)
-0.021 | -0.034 | -0.095 | 0.015 |-0.174| -0.158 | 0.209 | 0.041 | 0.196 1
SUBLIQ
(0.0605) | (0.003) | (0.001) | (0.176) {(0.001)| (0.001) | (0.001) | (0.001) | (0.001)
0.09 | 0.094 | -0.039 | 0.118 | 0.044 | -0.203 | -0.232 | 0.489 | -0.326 | -0.079 1
CFLOW
(0.001) | (0.001) | (0.001) | (0.001) |(0.001){ (0.001) | (0.001) | (0.001) |(0.001) | (0.001)
0.174 | 0.169 | -0.079 | 0.322 |-0.028 | -0.452 | -0.216 | 0.497 | -0.661 | 0.155 | 0.416 1
ZSCORE
(0.001) | (0.001) | (0.001) | (0.001) |(0.0155)| (0.001) | (0.001) | (0.001) | (0.001) |(0.001) | (0.001)
7SCORE 0.028 | 0.031 | -0.087 | -0.091 | 0.041 | -0.515 | -0.153 | 0.451 | -0.851 | -0.080 | 0.358 | 0.791 1
’ (0.015) | (0.006) | (0.001) | (0.001) ((0.0004) (0.001) | (0.001) | (0.001) |(0.001) {(0.001)| (0.001) | (0.001)
DIV 0.063 | 0.055 | -0.079 | 0.028 | 0.060 | -0.120 | -0.082 | 0.153 | -0.109 | 0.028 | 0.379 | 0.243 | 0.258 1
(0.001) | (0.001) | (0.001) | (0.014) {(0.001)| (0.001) | (0.001) | (0.001) |(0.001) |(0.001) | (0.001) | (0.001) | (0.001)
| -0.089 | -0.082 | -0.026 | -0.166 |-0.053 | -0.183 | -0.014 | 0.223 | -0.335 | -0.158 | 0.135 | 0.158 | 0.320 | 0.095 1
Ownership
(0.001) | (0.001) | (0.069) | (0.001) |(0.001)| (0.001) | (0.321) | (0.001) |(0.001) |(0.001)| (0.001) | (0.001) | (0.001) |(0.001)
) ()& pvalues 97|
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2e M € & Ao 5 19989 ¥
AQDD#E 0.1605¢014 1999 O 14652 %
8.79%52 utAlol o] La}ze o 4 <l A

ARez @97 AL 7R feluet 719
o AREFFES 5439 fast Y A2 4
oz el oo A BAFH| vty
Aol WdE L Y AArET

o=

i

5.2 ZEEZ|Q Z1}

B AN FEZL S 7|27 7YTFR(SIZE)
= SAsta B A (AQDDE] 9)<= o]t
2-wayel elaf dA dof H o whet TR FF
To] oA HE ?ﬂ getgitt, & 71t R e B
ol Ao o&f & 257 FEZE QS FAsle] B}
AlEekd ié%ﬂ ol AFEAFEE AP A

gk A, 73719 71T EE TIEste] vid 50

OFo® ERsta, Az diEd 3719 AQDD
7IEste] oA b7 g0 R RSt F 257 X
EZYOE FAGT. o9 A= (& bl AlAH
o sitt. s Ax 7t 25 Cashi (B EFFTE)
of FY7kEETRel e B 7 2549 AQDD
o] Td7tEH kel e Ce Cashy(@EEA
T5)9 gk aieltt. HE Ag s Bl

0.18

=#=Cashl
0.16

bd-Cash2 =#—=AQ_DD
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(£ 5) 7|gmet Lo Mof| e ZEEZ2(RY JFERTE

719 R (SIZE) oF 2 A (AQDDE] J<7)& o &3t 2-ways AHEStel 719 TFEsh B He] Ao
15|

257) FEZF L AFEATTS AUE AAolth. A Ae 4 258 Cashi® F¥73daol o = 4
I8 AQDDY /e aael MY Ce 4 28 Cashed] Y73 datelth
d A: Cash;
Sizel(Low) Size2 Size3 Sized Size5(High) All Stocks
AQDD1 (Low) 0.0697 0.0596 0.0546 0.0481 0.0423 0.0534
AQDD2 0.0658 0.0555 0.0515 0.0497 0.0360 0.0520
AQDD3 0.0659 0.0572 0.0557 0.0491 0.0400 0.0548
AQDD4 0.0825 0.0662 0.0512 0.0525 0.0411 0.0584
AQDD5(High) 0.1080 0.0857 0.0837 0.0635 0.0525 0.0789
High-Low 0.0383 0.0261 0.0291 0.0154 0.0102 0.0255
t-value 6.61%** 4.74*** 5.53*** 3.30"** 2.34*** 10.62%**
sid B: AQDD
Sizel(Low) Size2 Size3 Sized Size5(High) All Stocks
AQDD1 (Low) 0.0212 0.0203 0.0175 0.0188 0.0161 0.0187
AQDD2 0.0685 0.0597 0.0559 0.0545 0.0499 0.0574
AQDD3 0.1145 0.1035 0.0973 0.0971 0.0892 0.1011
AQDD4 0.1780 0.1612 0.151 0.1534 0.1384 0.1567
AQDD5(High) 0.3189 0.3047 0.2805 0.2853 0.2713 0.2917
g C: Cashy
Sizel(Low) Size2 Size3 Sized Size5(High) All Stocks
AQDD1(Low) 0.0775 0.0659 0.0599 0.0522 0.0455 0.0585
AQDD2 0.0734 0.0610 0.0563 0.0542 0.0385 0.0571
AQDD3 0.0741 0.0638 0.0615 0.0538 0.0436 0.0607
AQDD4 0.0962 0.0753 0.0573 0.0589 0.0451 0.0661
AQDD5(High) 0.1322 0.1030 0.0998 0.0741 0.0610 0.0945
High-Low 0.0547 0.0371 0.0399 0.0219 0.0155 0.0360
t-value 7.01%** 5.09%** 5.84*** 3.70*** 2.81%* 11.53***

F) e A7 1%, 5%, 10% FAFEAA BAFCE foH<]

ot diftE7|del BlEl AR 71 dsRA 7RI A2 719 (Sizel)d AF, AQDDE
Fo] AR wu T Fo] ol A% 0.02120]13 7AFEIL 7HE F 7190 (Sizeb) e A
Holl tigk AE Bt o] w5 &+ Aok 7, % AQDD= 0.0161°]th, &g 7|4 7, A
B Hol 7HE w2 AATF(AQDDD oA A Ho] 7P e aF3 & A5 A5 B
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7ldel dEERet SAEES & Zhe| 2l

T79 Aol & A EH ZHdqt Rt 7P 2 V1Y
(Sizel)9] 7% @FEA7}F Cashi< 0.0383, Cashs
= 0.0547°132 7195t =7t 7P 2 7199 (Sizeb) 9
73§ Cashi< 0.0102, Cashe= 0.01550]t
o83k AfolE BEAX R 1% FolFTolA f<
g AE Holx gint. ol ARE V2R 5
a B9 7|9 EIF AS5E T Ho] wo

2]
H AFHF FF0] Eue € T Uk

—

5.3 tiE2l7=A 21

(& 6)A = 4 (2)F o] &3t A H] A
EX|Q HAH Hol 7199 AFE Ao AGA
S FEAE Arellano & Bond(1991)¢] Panel
Fe AHE AAB 9
H-E EReES 7 g ds

(t-DAIAE WgEo] AT 283 2
e

=
S
~
>

>~

o oY A AR A, $AY A
(AQDDS] d=r)e] F7ksHA =¥ A5 i ool
wold & onlgttt, & Model 1914 Cashis £%
MER sto] ZSCOREL B 718 SAM S ARE-st
o] A3 A3t F9 0.04229 #S /AW 1% &
FEAA v ool a, Model 2914 Cash:

Z&H4E slo] ZSCOREg 2 78 EAMSS

tlo lo

RN

pul

olN
Y,
-
=
>,
b1
offt
e,
ok
Y,
_V\_I‘
i
H
o,
=l
%0,
o

HEE 7199 duEf 0] 0.44%(=0.0422
x0.1035(AQDD] Std)) W ¥E5A17]1%, Model
2] 7ASdde daias
0.1035(AQDD¥] Std))
A AR Ho] g & &
A5 AA AR HE F 0.44% 2 0.43%9]
TR 5T MEFS & 5 Uk’

Model 3%} 49] Cashye TEWFE slo] A%
Mgt AR M= 7]E Aot FYsith S Model 3
AN LAY Aof gk oo FFEAA WFS 0.82%
(=0.079x0.1035) 99 A7Hf+ FFo] ¥Est
™ Model 414 0.81%(=0.0781x0.1035) %+
o] AR HEel vepdth 292l 71de
o2 3 Garcia-Teruel et al.(2009)A A|A]
d A72A391 0.39%(Cashy) 2 0.79%(Cashy)
o AFEfrrs W vl Al EAY 4 FUt
(AQDD#S] stehell W& dAFEfrEe] vt
Pyt 27 o 2o ugdhs & 4 9l

)

M
S

(% 6)9] 32N Avte A= DYY do] Pr
A S ZolAl Hal, A 7|9eR slodg Bt
S AFEAE fA5H Hel nhe} Bop 28490
AL & F 9SS G F U B w2 8
A A& 7 719 ABAREEH o A Z=2
AE Fog Az A9 & WA =99, 25 =
< AFERFTY A W 7|H 8-S FY
A ek, W e WAl A& 717l 7|9 w2
AEH A H&& FEetA Hel wet B 9Rat

5) =Ll g4l tlgk Sargan AFAY B =EdA AR EESE BE 20N it 295 Byon 23} AAE

aaA | 3 HSolA e AR(2)7F vl A ez vehy] wEe] A4l 2ge] 442> Bdeisl

. o]2A o7 Sargan A%

WA e AR(2) AAIE BBRATE EATE 7P S st GMMFEEHE ARt
6) & ¢4 o] FTHAQDD7F %&& r)E AL AR RS do] wrhe AL Jvlaty A3 AQDD#el 7kdthe AL A

Ee} Aol doji & et weh AFHArEE S7HIIH.
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(% 6) A2t d=EFsE0l chet Ll Zof GMM Znt

E He AR Ao tgx S A(AQDDE 94)H 7|El BAWSE HFHG U8 4 (2)9 2ol
Arellano & Bond(1991)<] Panel GMMell <J3 #AEA e Aztolt}t, Model 13 Model 29 £4WFE Cashy
o]1 Model 3% Model 49 F&WFE Casheolth EANSTE (F 2)3 Zow Adun|(IND)7F = At
Sargan HAe< =S AoHEAE HSe7] Y Wol | Arellano & Bond(1991)¢] Panel GMMS] W
ol A AR} 29 A7 A o] EAGHA Fethe 7H sl o] Fof it

Model 1 Model 2 Model 3 Model 4
Constant 0.1513 0.1579 0.1879 0.2147
(1.47) (1.52) (1.10) (1.29)
Cash; (t-1) 0.2845*** 0.2883***
(8.12) (8.74)
Cashsy(t-1) 0.2225*** 0.2173***
(4.87) (5.00)
AQDD 0.0422*** 0.0413*** 0.0790*** 0.0781***
(4.07) (3.99) (4.66) (4.68)
GROWP 0.0150 0.0179** 0.0202 0.0171
(0.82) (2.03) (0.67) (1.19)
SIZE -0.0049 -0.0040 -0.0047 -0.0059
(-0.95) (-0.72) (-0.54) (-0.64)
LTDEBT -0.1743** -0.1690** -0.3921** -0.3810**
(-2.44) (-2.38) (-2.45) (-2.39)
BANKD -0.0531* -0.0507* -0.0888 -0.0899
(-1.76) (-1.66) (-1.56) (-1.52)
RSPREAD 0.1350 0.1192 0.1229 0.0722
(1.26) (1.23) (0.61) (0.41)
LEV 0.0512 0.0286 0.1109 0.0979
(1.22) (0.52) (1.54) (1.08)
SUBLIQ -0.0116 -0.0023 0.0808 0.0723
(-0.25) (-0.06) (0.93) (1.00)
CFLOW -0.0167 0.0040 0.0238 0.0316
(-0.13) (0.03) (0.10) (0.14)
ZSCOREx 0.0036 -0.0014
(0.34) (-0.08)
KSCORE -0.0078 -0.0077
(-0.14) (-0.09)
DIV -0.0026 -0.0029 -0.0284 -0.0215
(-0.13) (-0.16) (-0.66) (-0.53)
Ownership -0.0921*** -0.0984*** -0.1340** -0.1368"*
(-2.57) (-2.67) (-2.20) (-2.29)
IND Yes Yes Yes Yes
Sargan(df) 52.4(33) 47.32(33) 18.22(13) 19.38(13)
AlZF 29 22t A7) H(AR(2)) 0.226 0.253 0.112 0.110
Obs 4751 4751 4751 4751

F) e A 1%, 5%, 10% KT eI BAACE welAg
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297 AAE v&S Fo|7] fa gEA AL

%E/‘é A} e A FAH Ha 2 7
© 37} Uee Bleolt

+ =wd AT Ade 7199 AAH 2 AR

A B, & FA9 884 =W (Biddle & Hilary,

2006: Verdi, 2006), A712HE 3 EFQIAHEH] &

7HA=1 (Bhattacharya et al., 2003: Francis

et al., 2004; Francis et al., 2005), Az}H]&
72 £ (Bhattacharya et al., 2007) 59 &
o _??_%01];\1 H]-/Kg ofl = o] %_Jq_—a]. o z‘sL_% {51.1;}15 7]
& ol &3 dAsta At} wety AdAte 9F 3
AR E T Al Bt} =& F49 SAFEE Al
FgoaH o M VYeM e B2 dYE &
Fes ¥ T Uy
REZARYS 7122 & AR(DEFNA (

AA daiiee By #Aglol 1% el °1W
el o oA S 2t glon, weha 7149
e do]l Hdor 34 (mean reversion)
e AEe] d&= & & Ak A3 (GROWP)
< AFEFE Jo #AE 7S Aol dY
o 53 Fo| AE Holx o B oA olH

Model 29147t 5% frolEellA AR 9
Aot} 0|23k A= Myers & Majluf(1984) <]
Ase dAsHA e NPV FARbS EZ7|81A] &
71 98 de2 2ok Y =4 fAE & 5
9T R(SIZE) 9 AFRAFES Fo WS
Holx IARt FAA R folg AHRE AA6HA]
Feta vt el @ Avke J1dtEst A2 719
o] AEHA Hert Rt 2 71dEY A7) o
wol ¥lES7ER Qletd 1At Sk d
TEfFTo] fadthe A dAsta glon w
24 Miller & Orr(1966) 2 Mulligan(1997)¢]
AT AAE TFRO] AR EATE ¢ 5 At

ZESAT 7402 F25 20119 4¢

FA7| 72 (LTDEBT) & d5Efree 2
7o BAE Holx glom 5%oFEd
‘4. 71 gk wpe} o] FAjnr| 7 &
o] AatAl Uehr] wzel 719
Wel7] fa Bk =2 7o |
G & g AUtk olde 23 Guedes

2 Stohs & Mauer(1996) 59|

X
:(o
o,
_1244
z o

252 (BANKD) &= 53 vie} 2o] dguf
T Fo #AE B Model 1, Model
29] Aol 10% Felasolr] TAHLE F9
sttt kA 27 B A 7S 283

olal ARk

A&Aoln WHF BAE ol INARZYS ¥
o 47 & % 97 MR AFEAFES B
$A% Bt gles @ 4 U o Ane

Ozkan & Ozkan(2004) ¥ Garcia-Teruel et
al.(2009)¢] A¥e} dAgta itk frsApite] 7]
3H]&(RSPRED) & daEA45-Fn Fo A7}
vebd Zlolghe 7ok gl A9 TJr?ﬂ—E*

EAAoR B fRAoR $o5A &

Z FEAt 718H] 4ol 254 E VY EFE A
Fg 938 = #AEE & 4 ddt o3 A3t
E 7129 E&9 Kim et al.(1998) ¥ Garcia-

Teruel et al.(2009)¢] 22} dAaHA] 431 3
g2 A (LEV) = deEfTrasde 39 ‘4741
Ho|zgt BAH 0= frofAo|x] gt ol g A
+ Baskin(1987)¢] dFellA AlAg gwei=] 7}
71kl whet frEApitel] Falelr] Sl AHEE
Age] v o] Fsdh] Wi A fTres #
= Zlolgte A3 dA sk &1 ok 2w g
et 7192 a7 Sl wheh A A kit
Age F7t= 29y freAmts Bk o 7117
I UEE @ T Ut o2 AL ou|A 7R
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o™ Guney et al.(2003)<]
(S

s WA (SUBLIQ)2 Model 1, 2014 @&
BAGered £o #AE HolAw AR #9
Al gt wets dee AT HlE &
AL Bol 7R 719 dREhTTe 2Y T
Ao & F AUt olde A= Opler et al.
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ol o
of
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ol
=2

), Ozkan & Ozkan(2004), Garcia-Teruel

1.(2009)9] A¥}e} dX|star it

5 E(CFLOW)& Model 1€ #1913 Model,
49 1 @TZLE%ZF'%# %9l 474]2 Zka

froletA] etk A5

2 ;%%%‘f’—h‘ﬂ <7k =

of thg F7H4el °Jx4°]
ZA A gA e & gde gﬁrg} 43
. Model 2, 3, 49| A3} 74
Maﬂuf(1984 )9 ARz E o] BN AAE W
=5 7P HA AFgattE A3 Opler et al.
(1999)9} Ozkan & Ozkan(2004)%°l <) A
AE dEsEe] B 7190l BY =& daEaT
o A A gts Ao dXx)sta it
54 (ZSCOREx or ZSCORER)2 Model
15 A3 Model, 2, 3, 494 AFEFFT
T #AE Hola glov FAACE Fog A3
£ AA8HA %‘5‘}1 Atk Model 2, 3, 49 4%
XH °ﬂ g 719 ARl AP F°l
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32 AFEAFEe BtE Kim et al.(1998)
o] AFZA e} AR gt

g (DIV)S daEfet Fo #AAE HolAut
SARCE fostA ¢t} S s sk 7190l
237 &2 7|l Hlste] dEEA FES R
A & 3L, o9 A= Opler et al. (1999)
o mEH wjgS Wol 71% 2 E"/P ved
TTe 7H Aolgke 4

0 5% #95E

AA oAl Fof AAE AAlsta Ut o]
A3+ Shleifer & Vishny(1986)2] ATtollA A
AlE AR diFF EAE Qdste] Gt 884
ol RYEg o g Qlato] theQlu]go] sopxn 24
o AR ZGH] o] YolA| 1wty dAFE A
T S5 Aolgte A%E AA st Y

5.4 StR717h 3l7EM Dt

s
!
2 A

T~ 70

oM e AA Eol e AL AHE A
Atk 2y feluete A g9z At
A FACZ et §7] A5 7199 AF
oadH el vl B Aoz 7gE 4 Sl ¢7)
Me 1997d AF = sto] 1980dFH 1997d o]
A& 2817] old ez AejstaL, 2000 °lFE
2| &8]7] o] F= A efsto] A stuAt et 7|4

0

[¢]

9J2k9)7] 7]17kQ1 19974, 19984, 19999 & H &
JI4 Aslaie ol o] o FIF B 7]
ARSNEE, Bo ARz BAF AR

A AR e g s T THsAol
A7) Wil o] 717t Al sttt

(& DellMe &8917] AF= sto] wgde] A
3} FFEAFFT ol BAE Arellano & Bond
(1991)¢] Panel GMM¥H & o] &3t 3#EA
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7% AL ST, o714 AREE =T
YoM AHEE =gt FUSHA (t-1)A]
bs_ So] ALgHdTh A5AT A
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o 7??«] 01-5]:_4 u]j] 0101:1 57;]]}40; -
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A GMM 244 AQDDS Al
ANe A - F2 o 2 Fo= st
o frejAow \/}E}Ur &7 A -
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(B 7) st7712 2274200 et Lzl GMMZDL

YEA7IE A - T2 3t FAFEY Fo dEXQ] TAY A(AQDDE d)3 7[Et BAMSFE AFEA
1(2) 9} % Ol Alellano & Bond(1991)9] Panel GMMel| gJ& 3]F&EA 8 Azlo]t}, Model lﬂr Model 3¢
F&HEE Cashio] 2 Model 23 Model 49 £4¥5E Casheolth. EASE (X 2)3 2ow AQgn| (IND) 7}

b2
E

N 2 iz

EIHAUT. Sargan A< TTHSY A ZAE AS5c] 98 W™, Arellano & Bond(1991)9] Panel
GMME] #H oA A1} 28] A7) g3/ o] EA18HA] ethe 7H 8t o] Fo71t),
9]39]7] ©] A (1980-1996) 9]2k9]7] ©]%(2000-2008)
Model 1 Model 2 Model 3 Model 4
Constant -0.0910 -0.1372 0.0291 0.1999
(-0.47) (-0.52) (0.18) (0.99)
Cash;(t-1) 0.2648"** 0.2357***
(4.55) (4.31)
Casha(t-1) 0.2266*** 0.2061%**
(3.70) (4.56)
AQDD 0.0632*** 0.1011%** 0.0409** 0.0435**
(3.21) (3.69) (2.41) (1.97)
GROWP -0.0663** -0.0918** 0.0307 0.0586
(-2.08) (-2.14) (1.23) (1.10)
SIZE -0.0049 -0.0064 0.0069 0.0002
(-0.54) (-0.53) (0.81) (0.02)
LTDEBT -0.0922 -0.1138 -0.0276 -0.0502
(-0.94) (-0.86) (-0.12) (-0.25)
BANKD -0.0752 -0.0997 -0.0138 -0.0676
(-0.83) (-0.82) (-0.27) (-1.16)
RSPREAD -0.4124** -0.5884** 0.2562 0.2813
(-2.01) (-2.12) (1.31) (1.11)
LEV 0.1889* 0.2520* -0.0910 -0.0982
(1.74) (1.68) (-0.88) (-0.93)
SUBLIQ -0.1665** -0.2258 0.0930 0.0543
(-2.16) (-2.18) (1.09) (0.55)
CFLOW -0.0649 -0.1516 -0.0620 0.1038
(-0.34) (-0.58) (-0.37) (0.46)
ZSCOREA 0.0811%** 0.1128*** -0.0128 -0.0206
(3.09) (3.14) (-0.88) (-0.80)
DIV 0.0254 0.0355 -0.0460 -0.0648
(0.87) (0.92) (-1.33) (-1.24)
Ownership -0.0789 -0.1237 -0.0863* -0.1094*
(-0.74) (-0.86) (-1.82) (-1.87)
IND Yes Yes Yes Yes
Sargan(df) 23.06(21) 23.14(21) 16.38(11) 37.43(22)
AZF29] 2k A7 H(AR(2)) 0.616 0.841 0.867 0.843
Obs. 1464 1464 3287 3287
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1}0]1’/} Model 13} Model 39} &%

% 2)3 2o A4 (IND)7F 2

, Arellano &
o,

Bond(1991)2] Panel

Model 1 Model 2 Model 3 Model 4
Constant 0.1461 0.1567 0.1259 0.0194
(1.43) (1.18) (1.44) (0.23)
Cash (t-1) 0.2875*** 0.4345***
(8.53) (5.39
Casha(t-1) 0.2546*** 0.3886***
(7.11) (10.28)
AQ BS 0.1962*** 0.2572%**
(2.91) (2.90)
AQ sdDD 0.0335*** 0.0453***
(2.49) (3.53)
GROWP 0.0169 0.0179 0.0020 -0.0372*
(0.93) (0.73) (0.09) (-1.93)
SIZE -0.0068 -0.0081 -0.0039 -0.0040
(-1.36) (-1.23) (-0.78) (-0.90)
LTDEBT -0.1493** -0.1750* -0.1659 -0.0630
(-2.13) (-1.89) (-1.67) (-0.91)
BANKD -0.0518" -0.0594 -0.0423 -0.0031
(-1.70) (-1.51) (-1.14) (-0.13)
RSPREAD 0.1551 0.1950 0.1677 0.0138
(1.58) (1.50) (1.39) (0.13)
LEV 0.0494 0.0672 0.0721 0.1542
(1.16) (1.16) (1.16) (4.31)
SUBLIQ -0.0140 -0.0276 0.0450 0.0443
(-0.31) (-0.46) (0.77) (0.90)
CFLOW -0.0409 -0.0675 -0.0532 -0.1114
(-0.32) (-0.40) (-0.36) (-1.05)
ZSCOREx 0.0070 0.0125 0.0042 0.0303***
(0.67) (0.89) (0.30) (2.79)
DIV 0.0026 0.0048 -0.0001 -0.0078
(0.14) (0.19) (0.01) (-0.66)
Ownership -0.0952*** -0.1154** -0.1198*** -0.0620"
(-2.63) (-2.48) (-3.67 (-1.81)
IND Yes Yes Yes Yes
Sargan(df) 45.01(33) 48.37(33) 21.09(12) 39.21(24)
AIAF2¢] Zkak 27173 #H(AR(2)) 0.204 0.114 0.867 0.843
Obs. 5622 5622 4751 4751
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(E 9 Mg gigs Mt 2y 45 GMVZD

2 2= AEErEFE R8st AR ES Ao X< EAd A (AQDDY d)# 7|EF EAMGTE 5 E
tiaf 2 (2)9F 2] Arellano & Bond(l991)«] Panel GMMel 93l 3]# &2 e Aafo|th Model 19 E&WHS=
Ca sh1 132 Model 29| £4H4E Casheolth, EAMSE (X 2)3 Zon Algw](IND)7F 8%}, Sargan
AL =S oA 4 ]5 AZd7] 93 Wolw | Arellano & Bond(1991)9] Panel GMMS] Hh oA
A2t 2«] A7) BA o] EAGHA Fethe 7H stoll o] Fofit,
Model 1 Model 2
Constant 0.1224 0.0333
(0.95) (0.29)
Cash (t-1) 0.2746***
(6.93)
Cashz(t-1) 0.2670***
(8.22)
AQDD 0.0393*** 0.0618"**
(3.00) (4.53)
GROWP 0.0185 -0.0068
(0.74) (-0.30)
SIZE -0.0025 0.0016
(-0.33) (0.25)
LTDEBT -0.1918** -0.0396
(-2.48) (-0.44)
BANKD -0.0588 0.0034
(-1.66) (0.11)
RSPREAD 0.0898 0.0718
(0.65) (0.51)
LEV 0.0423 0.0184
(0.86) (0.40)
SUBLIQ -0.0099 -0.0052
(-0.17) (-0.10)
CFLOW 0.1166 -0.0250
(0.66) (-0.20)
ZSCOREA 0.0014 0.0152
(0.11) (1.21)
DIV -0.0117 -0.0151
(-0.41) (-1.13)
Ownership -0.0989** -0.1293**
(-2.30) (-2.58)
A Group HH -0.0254 -0.0120
(-0.59) (-0.79)
IND Yes Yes
Sargan (df) 37(21) 42(24)
Alak29] b 27173 (AR(2)) 0.522 0.145
Obs. 4751 4751
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On the Relationship between Corporate Cash holding
and Accounting Information Quality

Sungsin Kim* - Pando Sohnn™*

Abstract

This paper investigates the relation between financial reporting quality and corporate cash
holdings on a sample of 6,832 firm-year observations between 1980 and 2008. Financial reporting
quality has been posited to reduce asymmetric information, agency cost, and capital cost and
in turn improve investment efficiency. As a result, firm with higher accrual quality(financial
reporting quality) leads corporate manager to reduce corporate cash holdings.

Prior many papers have studied the determinants of cash holding motivation. However, the
relationship between cash holdings and financial reporting quality was not investigated yet
exception some abroad papers. Therefore, we have the motivation of investigating the relationship
between the financial reporting quality and corporate cash holdings. Additionally, we examine
the this relation under controlling for Chaebol-nonChaebol due to the characteristics of Korean
firms.

In many studies of the relationship between the quality of accounting information and
asymmetric information, the asymmetric information affects a cost of capital(Easely and
O’Hara, 2004). The capital cost, in turn, is affected by the quality of accounting information
quality proxied for accrual quality(Lambert et al., 2007).

Based on these results and evidences, finally as the quality of accounting information increases,
the extent of the asymmetric information decreases and also the debt cost will be reduced
(Bhattacharya et. al., 2003: Francis et. al., 2004). In addition, the quality of accounting
information reduces the asymmetric information and also mitigates the conflict of agency problem

between insider and outsider of firms. As a result, monitoring cost to watch managers will

* Research Professor, ISD, Korea University
** Assistant Professor, Business School, Dong-A University
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be down and finally makes rational decision making of new project in increasing the value of
firm(Verdi, 2006).

Actually, information asymmetry and the conflict of agency make fund inflow from outside
of firm difficult and in turn, they are main factors for increasing the cost of capital. Thus, firms
have incentive in stocking the more liquidity asset to reduce the cost from outside financing.

As mentioned above results, we have the opportunity to investigate Korean firms whether
there is this relation between the quality of accounting information and cash holdings of firm.
In this paper, we have portfolio approach and regression analysis method to identify this relation.

We use accrual quality as proxy for reporting quality and find whether there is consistent
result with above papers. The evidences from this study are as follows: First, according to
portfolio approach, small firm has lower accrual quality, implying poor accounting information
quality, and also this evidence is consistent with what small firm has higher asymmetric
information rather than large firm. Second, the accrual quality(inverse measure of AQDD)
as proxy for accounting information quality affects significantly negative on cash holdings
statistically, economically, and financially. Third, after separating before and after Korean
Financial Crisis time, we find that the coefficient sensitive on change in accrual quality is
more elasticity before Korean Financial Crisis rather than after Korean Financial Crisis. To
check the robustness of these results, alternative accrual qualities are used and after all,
these results are consistent and robust regardless of any alternative proxies and models.

Additionally, this paper investigates that our results are due to the characteristic factors
of Chaebol-nonChaebol. As a result, this analysis finds that our results are also robust under
controlling for the characteristic factors of Chaebol-nonChaebol. Therefore, the evidences of
this paper provide the existence of the strong relation between the quality of accounting

information and cash holdings of form.

Key words: Quality of Accounting information, Accrual quality, Cash holdings, Asymmetric

Information, Adverse selection cost.
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