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LALE o] (oY HE

(E 1) BY AR

INAF,, = 3, + 8,SIZE,,_, + BEMPLOY;, _, + 3,CONFM,,+ 3,INVREC,,_, +3;LEV;,_,
+ B4ISSUE, ,_, + 3; OPINION,,_, + BsBIG, , + B, FIRST,, + 3,, CON,, + 3,, FOR;,
+ B1uID;, + B13BOD,, + 8,,INBOD,, + X YEAR+ X IND+«,,

W o4 In AF
< L FA2) t-value
intercept 10.555 53.58 ***
SIZE + 0.268 34.65 ***
EMPLOY + 0.004 12.08 ***
CONFM + 0.116 14.19 ***
INVREC + 0.094 2.26 **
LEV + 0.275 9.01 ***
ISSUE + 0.254 8.87 ***

OPINION + 0.116 1.63
BIG + 0.072 5.87 ***
FIRST - -0.034 -2.31 **
CON + 0.053 4.15 ***
FOR + 0.322 7.12 ***

D + 0.151 3.13 ***
BOD + 0.017 0.57

INBOD + 0.139 4,14 ***
AT g
=g g

F & 484.06%**
T4 R? 0.7978
RS 4040

F1) 1%, 7 5%, Y 10% FEelA foE

F2) Wi

InAF = FAtEge Adza g

SIZE = ZAN Adza #

EMPLOY = 4959 AF<

CONFM = QAA3NA} 9 AA=T gL
INVREC = (AzApt+lZa9) /A0
LEV = FHA/FAY

ISSUE = (AHEA +F2 g 3) /At
OPINION = 7}A}e]Zdo] vlaAold 1, ofyd 0
BIG = BIG4 #|Alel™ 1. ok 0
FIRST = 2=7ARleld 1, o

CON = d&Atold 1, of™ 0

FOR = TAFF AEE

D = A 0| A}5 ALe]olAlH] &

BOD = AALE)7E ged 1, opd® 0
INBOD = A1 9f9lo] BT Atejelabd 1, oh® 0
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A= guldisela, INBODE Akl €8le] 5§ 3.2 =2 4

A Uehlle W2 A 987E =5 Abelo]Al

2 749098 1, ofyd 0& 7 "rds w AFoMe Ee2 oA Ll 3o
oltt. & dAFelME AAALEF EAde A+ e VIS dAeE ted 22 A 2HE TS

93] ERAo] e ASd ARG A A
HA 2 FAbo] ghate Aoz 7)Y},

(1) 589l &l &2 714
AInAF, = B+ B, AInEAF, + B,Dum X AIn FAF, (2) 12¢ 31Yo] Axklol 7|9
+ 3 Dum > Aln EAF, < FORGP, (3) BEIZE AS, AR ] g 7Y
+YYEAR+ XIND+ ¢ (5) (4) =485 71e] KIS—VALUE dle]Elwo] 2~
odlA AFART} o8 7hedt 719
AINAF, = 3, + B,Aln EAF, + 8,Dum < Aln EAF, (5) AIEIAE B3] AR B3 FRo] 5
+ B3Dum X AInEAF, X IDGP, Aol 7}58 719
+XYFAR+ XIND +¢ (6)
£ AN d77172 20029 5H 20094714
AInAF, = 3+ 8,Aln EAF, + 3,Dum < Aln EAF, o gd7tez s 27 (1)e Zdg 2A<
+ 8, Dum > AlnEAF, % BOD, AW Y 3 ERES B UEL - $HE AT
+XYEAR+YIND +e (7) Aolx, 27 (2)v 27|49 5448 FAs]
g Aoty 271 (3), 24 (4), 24 (5 9+
AIAF, = 3+ B, AInEAF, + 6,Dum x AnEAF,  23¢] 228 AR Suals] 93 Aotk Al
+ 0, Dum < Aln BAF, X INBOD, Bad Ud ARE FEREd AXNTAA 2T
+ XYEAR+ YIND +e (8) (http://dart.fss.or.kr)ol 3AE 2+ 7199 AlY

T qTEs
AA 2002~2009 5,309

129 9 A9 521

=59 714 88

HFE 54

ApEA 15

AR B AR A Bbse 719 591
27 4,040

PApESEe) FRA o] B3R 719 704
= 3,336
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LA BichE s el

ol Ay Al

2 (KIS Value)dlA o]/
ZA7]= 3,33670 714 2o] &
Ao AHEE AT, ESF AFRF ] ALEE
| dieiA -8kl 1% SEXES & (% 4
insorized}t}. o g
& FE/He ok A BEE BHoF 208
o 9Fe dAl8HHF [S-VALUE  °]& Holi X
59 938 FER s Y (F S @ #
FEo| FEH GFo] T Aol Tz ol AR &
4 lon, G4 ARG Aol
' Aoz ey} ”
(F 3) E27|Y9| e
d4 F e
T, 9, old 2
SARE 9 Az
A, A 3 P
EA), = g ZolAxd
AA, B, nF 2 ZeaE AxY 5
Ha& FEA 2
14235 2 21 2AE
1A, AFE, A7A, 85 Y z9 5
7F 2 71E Al EA
A7, ks B SEAY
A4
el L
AB] A
Al
) 4% =L AP (F) KIS-VALUES 539 459 $257 7124 we &5

T ®M413 M4z 20124 8Y

4.1 #o| 7lESA

NBIGE B9 47199 <F 30%7F Non-BIG4
ZAtelo Al ZALE Higkow 1 9] 70%4 =7} BIG4

-

W AR TRl 1%FEAA
S F7kete] SAISkIT



(B 4) 7|=3AIZ(N=3,336)

WS Bk A4 ETHA FH gk gk
nAF 18.255 18.085 0.752 16.860 20.629
Aln AF 0.052 0.038 0.244 -2.952 2.786
In EAF 18.251 18.076 0.675 17.058 21.089
Aln FAF 0.049 0.054 0.143 -2.061 2.211
AFDUM 0.563 1.000 0.496 0.000 1.000
DUM]I 0.723 1.000 0.447 0.000 1.000
DUM2 0.721 1.000 0.449 0.000 1.000
NBIG 0.318 0.000 0.466 0.000 1.000
FOR 0.105 0.035 0.148 0.000 0.635
D 0.271 0.250 0.154 0.000 0.900
BOD 0.209 0.000 0.407 0.000 1.000
INBOD 0.173 0.000 0.378 0.000 1.000
F) W4
1nAF = In(ZAES)
AInAF = In(AES / AR )
InEAF = In(H3AES)
AInEAF = In(B33 5 / B33 S )
AFDUM = AARAES7F A7)1Beh S7189 2™ 1, ofyd 0
DUM] = B3 RS (ng Tzt A7 EG S7keewl, ofdH 0
DUM2 = B2 E4( ﬂ#e— B 7))zt A71Eg Sk e, ofdE 0
NBIG = ZARle]l A7]19} B7] 2% Non-BIG4°]® 1, 719} B7] 2% BIG4°¥ 0
FOR = 943935 A&&
D = AA o] AlF Alglo] A&
BOD = 7491937} 9lod 1, olgH 0
INBOD = 193] f1gho] 25 AtgfolAd 1, op™ 0
AAIAA S W gles & & T} e o) ARQIS] 735 FIAMELS] A o] ZbelE 1
$719 ©lAHID) <] 1/4% E7} Abe]o]AtE 4 5 of Ag< VAT A A orRgel ¢
i, AAZG ok 20%7F A998 S =9 AF30%, ALs]o|abu) %, FALARE AR of 2,
oz gtk B3 olarIslel o 56%71 Al 93 594 A4} 22 AR 9

ofN o W ¥Oo

822

APRE7F 7V AL
74 Ao R UrEP*D}
W7 Non-BIG4 7.w°d 455 el = NBIG=
AR D ARG 1 %A o &
(—)9 A#BAES Holx v}, = Non-BIG4 7

]'_'_'7:”

R

. % T3%7}F A ESTY

ATt

£245 WAL} O A
9 71993 7 ZeAo] = Ao nEA 7+
AFe Asstn AEA A8ste AAESE A
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LALE o] (oY HE

(% b) w7k Azt (N=3336)
In Aln IN
InAF AInAF FAF BAF NBIG FOR D BOD BOD
InAF 1.000 0.173 0.914 0.120 -0.357 0.487 0.542 0.607 0.644
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
AInAF 1.000 0.074 0.611 -0.018 0.037 0.016 0.016 0.018
(0.000) (0.000) (0.308) (0.032) (0.367) (0.346) (0.297)
InEAF 1.000 0.127 -0.389 0.541 0.594 0.671 0.712
(0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
AInEAF 1.000 -0.027 0.091 0.039 0.044 0.057
(0.128) (0.000) (0.024) (0.011) (0.001)
NBIG 1.000 -0.256  -0.184 -0.225 -0.226
(0.000)  (0.000) (0.000)  (0.000)
FOR 1.000 0.277 0.326 0.351
(0.000)  (0.000)  (0.000)
D 1.000 0.678 0.683
(0.000)  (0.000)
BOD 1.000 0.888
(0.000)
INBOD 1.000
) "FEe
1nAF = In(FARES)
AInAF = In(IAES / ARG )
InEAF = In(33AES)
AInEAF = In(B3AA RS, [/ B3A RS )
NBIG = ZARlo] A7) B7] 5 Non-BIG4°|® 1, #A7]9} @7] 5% BIG4e|H 0
FOR = YIAFF A 8E
ID = AA A5 Abelo] A&
BOD = ZA9198]7F slo® 1, o™ 0
INBOD = 2A193] 9ol B5 AR9JolAld 1, of® 0

4.2 217=A

!

ot T 45244 (Dum * AINEAF) 7} £ A9
AW goln ALY B27F ()9 FIE YE
(£ 6)& 3ATAS 53 & d79 3 WA 7 W /\E]]ﬂ%/\]‘li'r'/] ‘ﬂﬁF 72?”7“&?4 i}
Aol AsAFoltt. o7|M, SAASF Ble BdHE ¢
AMES S7HE] Uik AAAE Y] S7HES 9 742 'r%%]'% 73-‘%‘1}" & 7 9\)\‘:}
nlshe, A Wt tigk AR AL R SAMTES BF 2TAZ AN 23, At
Atk BAHAEFY STt R By PHE AT B2' -0.3798 1% FF
g Y= guge] Dumd G4 RSl ® oA fofdt ()9 % Bt ol At

NAED P4 4
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(E 6) 7M1 - ZAtEof H|cHEN efof| aret 31724 2ot

AINAF, = 3, + B, Aln EAF, + 8,Dum < Aln EAF, + X YEAR+ SIND +¢

. 43 In AAF
L A2 t-value
intercept ? 0.014 1.09
AInEAF + 1.263 32.52%**
Dum*AInEAF = -0.379 -6.68"**
s =nl %
Ax=dn| 3
F 104.85***
T4 R? 0.3838
xESF 3336

41)***‘14'**:5%'*:
F2) WA

10% 214 %29

1nAF = In(AAESF)

AInAF = 1n (@A}E‘I‘L / 7]'/\]'9—‘“ 1

InEAF = In(3373A1E4)

AInFEAF = 1n(3% 7L*}iﬂ [ BRAAES)
DUM = Z3HEs 7kl ofd 0

B ZMAA] A AR A E HoH(B1=1.263),
A

BN RS F7A] AR F7HE(B1 462
=0.884)°] &< nlat o F3f 7Hd10] A
A H ol

- Non—B1G4ol% NBIG=1, #7]¢ ©7]
BIG40|™ NBIG=02& AdAste] Aazt
Z F7}akd e} 91714 Dum * AInEAF * NBIGo©|
7H29] Ialwgol Akl 1337} w(=)9 ¥
= Yehdithd Non-BIG49] 7% AR S=2] A
§72 Qe7t Astdhe B A9 7Md 3 Fetet
Aol

3AEA A, AR PP E HoAF= 3=
-0.398% 1% A f2l g &(—)9] gk& B}

n‘, }Ol'

rr

824

ol FAEF F7HA 9] RIZEETE BIGAETHB1 +
B2=0.957) Non-BIG4(B1+B2+B3=0.559)¢l
A o ZA Jeht Non-BIG49 #AES A7
Adgol o F& HolFa Ut

2 Ao 7143, 4, 5, 62 1ED AP E| 20
% Qold wal AR AAA &
Ao R \%EM#P% AR B Aog 744
*1 <; ) c}m}i 74 2 (E Y
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gl B37F F(+)9 FEE vEhdtd =93

T
&
1o,
o
o
o
ny
)
o
=
=2
=)
N
rir
o
o_,>1, e
( rl-ﬂ‘,

Al

3
1o
Hy
=
N
—RN
oﬁ
4 = &

o4

*

X

N
-hl

HAASIT H41H ®M4z 20124 82



(F 7) 7K42 - BIG4 vs Non-BIG47} ZALE:

ol BIHEE Hefoll nixls ol met 24 2

INERLN e

AInAF, = 3+ 8,Aln EAF, + 3,Dum X< Aln EAF, + 3,Dum < Aln EAF, < NBIG, + X YEAR+ XIND + e

o ::;]]/i.} - AlnAF
T A t-value
intercept ? 0.021 1.62
AInEAF + 1.305 33.22%*
Dum*AInEAF - -0.348 -6.10***
Dum*AInEAF*NBIG = -0.398 -5.66**
aei=ly x3t
Az z3g
F 102.63***
T4 R? 0.4095
xEF 3079

F1) T 1%, " 5%, t L 10% FEdA FoE

F2) WA

Non-BIG4°]9 1, A71¢} B7] B5F BIG4°]4H 0

1nAF = In(ZAES)

AinAF = In(FAES / ARG )

InEAF = In(B333A S

Aln EAF = In(337A S, [/ B3A RS )

DUM = Z78Abs 5711, o™ 0

NBIG = ZAlRle] 7|9 B7] 25
Aol g Ao ARG A Pet @
sHks 2 A7 sy -Hrfﬂo}—t« Aztolt}, 3|
AL Az, MlEse PHE HolFEe e
0.12622 5% FTolA Foat %(+)9 g B
Ak ol Atug e W) ool Rs
Ao 2 A$(B1+B2+B83=0.936)004 <=2l

FF ARG F2 ﬁo(Bl-FBZ 0.8 ET ¢
A Yept omAFFA F&o] F 7ol AR
T A AE el o A HolFa vt
(Panel 2]& 734 ARJolA7} ZAALEG=9] A
AAA o] nxe PGS B Aoz A(1)d Ab

o

oAt H]F WM<l IDGPE B3 4&

W42 371

ato] 753 Zo|th. Dum * AInEAF * IDGP7}

Wiwels A gkl B37F F(+

BYSdT ma1H M4 20124 8Y

+)¢ #355

SRR BEREE DI B AR
A7 Qegt SeEThE B A7 A 94
S Aol AARY A3, pAuse JeE
HolE 3t 00512 Wt ¥t 1e
HolF} folab ol MAE A4 2

i

§;\‘
3 mlo

FSAch.

(Panel 3] 7}d5 7491 €3]
Hapol FUAAA Pl =
Z (1)l A9 Aoy
FoAg WER F7hste] AEd Alolth Dum =
AInEAF * BOD7} @4 ¥ &elm] A4 kel B37¢
F(+)e] Fo5E YeEPdTH ALe]o]AMH] Fo] =&
735 ARl A vt ghstEthe B
A9 7H T AR sk Aot} AR A

ol

825



(¥ 8) 7143, 4, b, 6 &4 Z1t

Panel 1 : 7Md3 - 959 A&

AINAF, = By + B AINEAF, + 8,Dum X AlnEAF, + 85 Dum X AlnEAF, X FORGP, + X YEAR+ SIND +e

w2 of % _ AlnAF
= L A3 t-value
Intercept ? 0.014 1.09
AInEAF + 1.264 32.55%**
Dum*AInEAF - -0.454 -6.92%**
Dum*AInEAF+*FORGP I 0.126 2.26™*
s =0l ¥
d=gn| x5
F % 100,23
4 R 0.3845
TS 3336

Panel 2 : 7}d4 - Ap&jolA}

AINAF, = 3, + ,Aln EAF, + B,Dum < Aln EAF, + 3,Dum < Aln EAF, < IDGP, + SYEAR+ SIND + ¢

~ 4 AlnAF
=T 5o FA2 t-value
intercept ? 0.013 1.05
AInEAF + 1.263 32.52%"F
Dum*AInEAF - -0.412 -6.13"**
Dum*AInEAF+[DGP & 0.051 0.91
AT g
Azrv] 3
F 2 99.89***
+4 R? 0.3837
REF 3336

Panel 3 : 75 - A9 913

AInAF, = 3, + B,AlnEAF, + B,Dum X Aln EAF, + 3,Dum x AlnEAF, X BOD, + £ YEAR+ XIND + ¢

w2 of % ‘ AInAF
- B3 FAA t-value
Intercept ? 0.014 1.09
AInEAF + 1.263 32.50***
Dum*AInEAF - -0.379 -6.20"**
Dum*AInEAF*BOD I -0.001 -0.02
s =0l %
Azdn xg
F & 99.83"**
4 R? 0.3836
TEF 3336

826
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Aol vichaE e

(E 8) 7143, 4, 5, 6 &4 &1t (H%)

Panel 4 : 7Hd6 - 193] =314

AINAF, = 3+ B,Aln EAF, + 3,Dum X Aln EAF, + 3,Dum < Aln EAF, < INBOD, + X YEAR+ XIND + ¢

P o’ AInAF
=T Bs 24X t-value
Intercept ? 0.014 1.10
AlnEAF + 1.263 32.49***
Dum*AInEAF - -0.373 -6.14***
Dum*AInEAF*INBOD I -0.017 -0.28
aelslel x3
A&y 23}
F % 99.83***
4 R? 0.3836
AT 3336
F1) *** 1%, ** 5%, * 1 10% FEAA o3
F2) W39
ln AF = In(ZARS)
AinAF = In(FAES /[ ARG
In EAF = In(B373AES)
Aln EAF = In(B 3RS [/ B3 S )
DUM = %743 s S711, ohdd 0

FORGP = 950%F

IDGP = Aol go] FFET AW 1, ofyH 0
BOD = 3137t glew 1, o™ 0

INBOD = 75193 9o

ARG FE s HoFE B3E -0.0012 f<
A Yol 7Hd4e XWEM 2399t (Panel 4)
o 2193 5914 A, B37E 0.0172 o3t
7 Ggo} M5 % AR HA] BetGiTt

4.3 ZHAM A

oo o

ol

< AR, PsRF] A
A4S A eI 4R e
gt thel 294 4 gk ol & 474
& 443 =3¢ 54 Hag Aas

a0 =
A, ZARNRERZ BA Qe

AgAT+E

ox

u oy

A 2o] F9|5HTh 29 1, ohjH 0

| 25 ApglojAteld 1, o™ 0

(£ 9)e 2 - uEd (201009 RaoA AL
$9 HEES AMES RE S B8 AASS AAT
Azto|t}, 7|UYTFR(SIZE), AR (FIRST),
Sl B (CONN), %XM} tiH] A

Apakat wfE= A ]S (INVREC), 585 (EXPT),
A oy F2] 2 AR Y 2gde] FrlediR
(ISSUD), Faju&(LEV), FA2Hto] & (ROA),
%@%Aﬂoﬁ( S9), WEde A4E(GROW),
7 , 7L/\H74(OPN) 9 pFEHo

Akl did go 29 7R (IRAFF ARE
(FOR), AAoIAFE ARelo] AT &(ID), #AH¢1 93]
7} 44215 (BOD), WHM Mol BF AL

827



(B 9) & ZAlEs [MAZ
INAF,, = B, + B,SIZE,,_, + B,FIRST,, + B,CONN,,+ B,INVREC,,_, + B, EXP ,,_, + B,ISSUED,,_,
+B7LEI/H*1 +68R0Ait*1 +69LOSSH*1 +6100R0mt*1 +BllB[G;t +ﬁ12OP]V“,1

+B5FOR,, + B,,ID,, + B, BOD;, + 3,,INBOD,, + 3. YEAR+ X IND+¢,,

woe o3 In AF
- 73 FAA t-value
Intercept ? 9.549 54.38%**
SIZE + 0.317 46.50***
FIRST - -0.070 -5.21%**
CONN + 0.118 8.35%**
INVREC + 0.074 1.72%
EXP - -0.060 -2.80***
ISSUED + 0.000 11.39***
LEV + 0.295 8.76%**
ROA + -0.090 -0.96
LOSS + -0.002 -0.09
GROW + 0.001 0.04
BIG + 0.077 6.11%**
OPN + 0.086 1.17
FOR + 0.355 7.66**
D + 0.173 3.49***
BOD + -0.004 -0.13
INBOD + 0.234 6.86**
is=Ll ¥3t
=g ¥3
F 2 429.82%**
+4 R 0.788
TES 4040
F1) 1%, FF 5%, * i 10% SR fod
F2) W9
InAF = Ao Ad=a g
SIZE = ZARte Az g
FIRST = ZZgAtold 1, oFJd 0
CONN = QZAFAEE A4 71gdelw 1, o™ 0
INVREC = (Anad + vj&A4)/ZA4
EXP = g & /FEY
ISSUED = 32 2 Apida)o] A¥ERT} 10%0]4 2718129 1, ofyw 0
LEV = R/
ROA = g7]0] o /FARt
LOSS = £AWAzIgeld 1, o™ 0
GROW = vj2dui%E
BIG = BIG4 AL ZApod 1, op® 0
OPN = H8% 7hAte]deld 1, ofUd 0
FOR = 8=A3F A&&
ID = ZAA o) AFF Abe] ol At &
BOD = ZASI37t glod 1, ofUd 0
INBOD = ZAIS1913] f1900] 2% AfolArd 1, ohy™ 0
828 HUSAT 7417 M4z 20124 8



Aol vichaE e

ROA LOSS, GROW, OPN,
AFEo| oot S
o2 Yegth 4 R? 941 7]
O/«] e 7 Ao Vel

(%1 >°1W (Panel 1) 4 -8k

BEE B3 FE v TS o
O E A7 A A 7MEE HET Aot

S|AAIT Ble @%ﬁ*}i'r S7Hel o
gt AR AR F7HES ofn|sin], AR
Hstol gk AR FY] VA ER AT 5
‘:1r. AR F7t RS YE= TR

¢l Dum¥ AR MEe] Faags
(Dum * AInEAF)o] & A9 #4lHgo|m AL
&k B2zt &(-)9 $5E vty AAZARE
o] Wshe At Wstel st A
BAA P E Bt & A7 /M Fifste
et & gt
CAMTFES BT TFAZ AN A, At
B0 P E HolFe
AA Folg =(-)9 s e Zif’—i UrE‘r‘i}D}.
o= HUHAES Al AA| AR AT W
THB1=1.194), H3AES S7H] AA AR
F 7HE(B1+B2=0.738)¢] 255 oulstn of
© 7HA1eM 9 U R AR A A A
< Uit
(Panel 2)¢ [Panel 3]&

(2010) 23 53l =3
S 2 non-Bigd9 &=<1A]
AZ3 A¥o|t}). (Panel 2)
NBIGe] #A# ol A5
35 YEITH Non-BIG4
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WA et Agtdthe £ Ao 7T B9e
T Adeltt, AT A, FAEF] JHE B
AFE B3E 04212 1% FEdAM #93 &
(=) g= Jepileh. &, At SR 9] Rzt
=7} BIG4ETHB1+B2=0.833) Non-BIG4(B1+
B2+B3=0.412)e14 H A Yeht Non-BIG4
o RS ARAA-R el o 35 BoFa gl
t}. (Panel 3] Y=AdFFAE&0] ZAEST]
A7 A A el nAE 4 E ACZ Dum *
AInEAF * FORGP7} #4®Hg=olm A4 gkl B3
+)9 H3 = "}E]r‘ﬂ‘:}‘?i = FFA ol

(]

7h &+
E2 Bl At A AE ) ke
® 2 A7 7 ‘ﬂﬂs—t— Aztoltt. 39 wA

A3, AR P s HolF
1% F2lA fFeldt F(+)9 & vdeiln. ole
TARE Z7pA 9] UEs) 93913 A|e] 2
A5 (B1+B2+B3=0.807) oA =HAFF A&
735 (B1+B2=0.649) Bt} o A et

80| 2 7ol gARES A Ad

< B3= 0.158=%

V.8 B

71959 g R g FEHE EoFE F
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Panel 1 : 7}d1 - ZHAES9] 1)

AInAF, = B, + B,Aln EAF, + B,Dum X Aln EAF, + X YEAR+ SIND + ¢

w2 o3 In AAF
- 53 ZA2) t-value
intercept ? 0.013 1.04
AInEAF + 1.194 31.96%**
Dum*AInEAF = -0.456 -8.33***
=k z3
A=l EE
F & 96.93***
4 R? 0.3652
T 3336

Panel 2 : 742 - BIG4 vs Non-BIG4

AINAF, = 3, + B, AINEAF, + B,Dum < AInEAF, + 3,Dum x AlnEAF, < NBIG, + XYEAR+ SIND + ¢

o Ci]/}} - AlnAF
53 FH3 t-value
intercept ? 0.021 1.71%
AInEAF + 1.245 32.88*"F
Dum*AInEAF - -0.412 -7.46**"
Dum*AInEAF*NBIG - -0.421 -6.67***
is=0l g
A= X%
F & 97.12***
+4 R? 0.3961
TR 3079

Panel 3 : 743 - Y554 &

AInAF, = 3, + B, AINEAF, + B,Dum X AlnEAF, + 3, Dum x Aln EAF, X FORGP, + X YEAR+ SIND + e

o o’ AnAF
- 53 ZA2) t-value
intercept ? 0.013 1.08
AInEAF 1.195 32.02%**
Dum*AInEAF - -0.546 -8.75%**
DumAInEAF+*FORGP + 0.158 2.99***
AeEb] X%
dxgn| X%
F & 92.97***
% R? 0.3667
RTEF 3336
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Panel 4 : 7Md4 - AF&]o]A}

AINAF, = B, + B,Aln EAF, + 3,Dum < Aln EAF, + 3,Dum < Aln EAF, < IDGP,+ £ YEAR+ XIND + ¢

" I - AInAF
- 5o =22 t-value
Intercept ? 0.013 1.04
AInEAF + 1.194 31.96%**
Dum*AInEAF - -0.463 -7.20%**
Dum+*AInEAF*IDGP i 0.011 0.21
il X3
Az X3
F & 92.29%**
T4 R? 0.365
EET 3336

Panel 5 : 7Fd5 - 7419193

AInAF, = B, + B AINEAF, + 3,Dum < AlnEAF, + 3,Dum < AlnEAF, < BOD, + X YEAR+ SIND + ¢

B2 oﬂ}g} _ AIHAF
=T i3 e B t-value
Intercept ? 0.014 1.09
AlnEAF + 1.193 31.92***
Dum+*AInEAF - -0.434 -7.31%**
Dum*AInEAF*BOD I -0.055 -0.97
Aeel=ll! X%
A=gn| 3
F 3 92.36***
T4 R? 0.3652
EET 3336

Panel 6 : 746 - 2191938 594

AINAF, = 3, + B, AINEAF, + 3,Dum < AlnEAF, + 3,Dum < AInEAF, < INBOD, + X YEAR+ SIND + e

- o ] AnAF
=T 215 =A% t-value
Intercept ? 0.013 1.08
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Dum*AInEAF - -0.434 -7.36***
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F 7 9237
T4 R? 0.3652
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FORGP = 931%F A& FesHTt a0 1, ol 0
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Upward Stickiness in Audit Fees

JeeHong Kim* - MyungGun Lee** - HaeYoung Ryu***

Abstract

Using data from 3,360 firm-years, we attempt to make an empirical analysis to test whether
audit fees are sticky. Specifically, we examine audit fee behavior over time. We argue that
audit fees do not immediately or fully adjust to changes from one year to the next as predicted
by a standard audit fee model because of the competitiveness of the audit market. Under the
Free Audit Engagement System, it has been argued that budget constraints may lead auditors
to perform lower quality audits in Korea.

There is a rich literature on audit fees, including the determinants of audit fees and the
existence of audit fee premiums representing quality. Nevertheless, the competitiveness of the
market for audit services continues to be under-researched. The behavior of audit fees,
especially over time, is not well understood and the examination of audit fee behavior over
time can improve our understanding of the competitiveness of the audit market. Few studies
examine audit fee behavior over time. Our study examines the response of audit fees to changes
in the variables that are usually seen as their determinants, such as size, complexity and risk.
Specifically, we use a standard audit fee model to estimate expected audit fees for each firm-
year. We then compare actual audit fee movements from year to year with the expected
movements predicted by the model.

We argue that auditors do not increase the audit fee sufficiently, because of competitive
markets that force pricing to revert to lower levels. We test for overall stickiness by examining
the extent to which changes in actual audit fees are consistent with predicted changes. Our
findings show that, when changes occur to the determinants of audit fees, then audit fees do

not change to the extent suggested by audit fee models. In particular, upward adjustments are
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much smaller than downward adjustments.

As a supplemental test, this study examines whether the behavior of audit fees is influenced
by differential audit quality measured by the well-known Big 4/non - Big 4 dichotomy.
Furthermore, we also examine the impact of corporate governance on the audit fee stickiness.
The empirical result shows that audit fees get more sticky when a lower quality auditor is
engaged to audit the firms. We also find that the monitoring role in the firms with high level of
foreign shares alleviates stickiness. However, the ratio of outside directors and the establishment
of audit committees are not associated with the alleviation of audit fee stickiness at conventional
levels.

Our findings provide evidence regarding the competitiveness of the audit market that will be
of interest to regulators. In this study, we highlight that the Financial Supervisory Service
needs to apply extra care in proposing regulatory system to prevent further audit market
concentration. We also argue that the differential approach to inspect auditors can provide
audit firms with incentives to maintain high quality control system by generating demands for
auditors that are perceived to have better quality control system. In addition, the results of
this study suggest that firms with higher level of foreign shares can submit financial statements

that are more trustworthy.

Key words: Audit Fee, Stickiness
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