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kel F(+)9 AAZE A AskE Ao,

2 Aheed 7}@01 AAE Aoz i
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B
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Ao} £8 gl 2EY los] 4E 185
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234 el BB

RATING: +;
= G+ BiCG Score:(CG S1:,~CG S5:)
+ BoROA: + B:DAP + BuSIZE:
+ GLEV, + BsFOR: + B;BIG4:
+ BsLOSS: + BoLNBM; + B1oBETA:
+ BuVOL: + XIND + XYD + ¢ (1)

RATING: +;

= b+ 6D CG Score(D CG S1;~D CG Sh)

+ B2ROA; + B:ROA«*D_CG_Score
(D_CG.S1:~D_CG_S5;)

+ BDAP; + B5SIZE: + BsLEV;
+ G/FOR: + BsBIG4: + B9l OSS:
+ BiwLNBM; + By BETA: + Bi2VOLs
+ JIND + YYD+ ¢ (2)
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LTS - M

7]A,
dependent variable
RATING,»; = t+19% A A&5+H

test variables: CG Score, CG S1~CG S5,
ROA+*CG _Score, ROA#*(D_CG_SI~D CG_S5)

CQ Score; = t9% KCGSQ 71 ul+x HrH4

CG S1; = td% T3¢ dgigo] &3 Au+
FHG

CG 82, = tdx o|Alg] EAJo e A2

CG 83 = tdx FAd B3 A F2HS

CG S84, = td% I+ SAd #Ha Aujtz
X

CG .85 = td% AGAu| Rl T etz
Ko

D CG Score, = tA% 719AM T2 F7HE 57 54
FHET =oH 1, ofyd 091 HrHS

D CG SILi~D CG.Sh = tdx Zr 719AuAd 47}
ZFeHT 2od 1) old 09 TS

ROA#D CQG Score; = t% ROA% D CG Score
7+e) Az g

ROA#*(D CG S1:~D CG S5) = td= ROASH
D CG S1~D CG Shzte] Jazams

control variables

ROA: = td%= FARI| & (=37]ee] /712321

DAP; = td%= ROA A3tz A &4 S
(Kothari et al. 2005)

SIZE, = td%= 71G7rR(FARdel Ad2as H3)
LEV: = td= FAE&(=FFA/3A30)

FOR, =1td% =9 A&

BIG4; = t% Big 4 Alfeleld 1, obw™ 0

LOSS, = td% S4247I4e™ 1, ofw 0
LNBM,= tQd% A7|7:2] A177H] tfv] 4574

Zkxjgk

gl

EP NP

A A 2)ddAM FEHFe A A5 H
(bond ratings: ©l3F RATING)e|t}t. $-2uhetel
M FAE stz ste 719-E 28971
o7 2 o) ds AR F Ak e A Al
L7 By o2 FARER ovalatn 9ot
ol IAE Tste 7199 ASdHE deE
o 2x BAbfe] s ERstee AdAAES

of7] flell nkE Aot} B AFe SAbA Al

% AEE Fn-DataGuidePro vlo]efH]o] 29|

B9e A A85H

L 1 Mt 2 oo ol
4
(e
ol
$4°
|o
=
o,
>
|

s 57 (F5 deY BT, o)A}
3], FA, AT, Ao, 2 dFe
]2 0G S1~CG ShE AHgt}, o5 A8 BT
E KCGSY o2 3g A3 Wl B4 o4

7) =l A7) E = NICEA S/ E(F),

5719974

), FIAEHR(F) ol 9rk.
8) FAAQ SPPHOZE Ak AGSTE o|§F 3] HPATED Lol Ay P91 AGEF AAAY] Ul 209 @ ¥

sk,

oz s oR B2 o5 e wet 19 fE IR Folel Uidth 5, AAA B9l a9 S5 AA+ disidE 199 @
<. AAY dalde 189 g a1 7P o9l A&SH De A A&l wet 19 Fol EFHES sl

9) KCGSe e=AHA,

FEFARE, A, ZARPERAFSE AMd7IHeR dlo] 2002\ Aol 2003 E]

W @A SR aa Il e A PPI0E o AN TS NS ol F o]

Al Ak et
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H990+1Y KCGSEHE CG Score®t CG S1~  #L NARu| 72 47}t =& 7oA A&H
CG S5 5+ Au72-d5d 3l 10082z 3 o] do| ¢ Evhu AX|3 & 08| e 45
AE 2 A8 E A Fukth olgld 1 W4Tt s NE5FS F7IE o FdzAget

ol

M & 9 o] 4 (heteroskedasticity) 2 5 WTh
Ag BA oA 7t ez del 10022 o 3] Ystd 4 (2)dA CG

Al Wro] Bl &g wglaignt (indicator variable) 2 Z%sttt. & 7t

whd 7Hd 1ol FeEw AlEH 78S 714 Al

A7t F958 N1EeR wou 1, vod 02

=
F27F £& 719L9EE ulge A TRE 2 238 ©]2 D CG Score = D CG S1

ZE 719e® gl A B2 AesE ~D CG SHE AA I,

& AT Aoz Rk weby 2(1)9 2 AFe A8 wd #he A HPATEY

S|AAT B Foldt F(+)9] Fhol AZATHG ) WHH 2ol FHEUFE t+INHeE SHsta, A

0). o71M 57pA] A7z A F29 A¢E wWHe BREe (AR S48t (Jiang 2008:

FAAA YA T2} 5T RO o gHT) uEd 5 20110 AEH § 2006 §)." ol
21(2)9 #AWFE 7H 29 AN et & A7 SAWES FE5HE et #

14 (ROA*D_CG_Score ¥ ROA*D_CG_S1~ Aol digt #HA A+ (association study) oA <

ROA*D_CG _S5)olth. w7t 71 20 Rt A (casuality relation)7} 128 HSEALE
NAA T2 e 2 Atz TR Ae ATei, B3 585 B gd Bt
% 53] ROA*D_CG 849 A¢PelA fojdt ¢ Adoz 2484 WHa} 2] YA (endogeneity)
(+)9] Aggkol vebd Aotk (B ) 0). F 4(2) #AE 9T 4 svhes FH= AdH(Jiang 2008).
o] Bt folet F(+)9 gho] AW 418457} (D)3 (2l BAMSFRE A HFe A

10) £ 935 A7t 2 7199 BhguEE KOOGS 71 72 457 £8 719955 A7ert & 7oz ug
o ol ARbe ol AFEONE Mo R e Aelth(E et 0Ald 2005: HHT 5 2005 HYS 2007 AR

3 o] 2% 2008: WEA T 2009: At A2 2011).

11) KCGSY ARE 48% 4 dFEdre 79772 F7HSFE 3008 o2 Aol d7atee] 302 wro] 10082

U5 of FARFE B o163 257 Bk,
12) £ a7t 71972 Bt e TS ATt B Aldow net
13) Bxoloje] A& AP FEE RE FEoleblUnE AuTRS A RE F 2APITG BAT ANTE (06 547

B

o A on waelee Bdet 932 A 5 Uk dF S, ATE 4% 2 PPITel BE 28 e Ams)

¥ o

AT Ao Ao dA, 744 3 Egold RIS APdA} Sl B3 AFAlRe] AHE AnAE £ e

%

o] T EPslo] Gtk o|sh G TR AP A HEel AuFE PR s} % A Fel Bt 2HHoR

o] Fofslo] glo] AFAIRY S A e FEIe TR B0l Ee AR A IS wE ol

o,

b & AFE ROA*D CG 849 Faagiisda fold &(+)9] 2art #dd RAor et KCGSelAe 719+

2 PFasel §28 A Age oy Aol Tt
14

fay

Aol FE5E AT AR B4 FAREE] 544 20119 B7] AR AE PR GAENA YRR D81 5

ole ALHIPIEe A7) 719 AFA - BATA SAS 22 T A8 HE AE] fEolth dF B, 20119 AKEL

o]
BA

1, 2011889 A7) Bd F AFAEI} vk SRS B2 F 2012d% 195 397 Afeld] 7Aof ZAp
AFART ARAG FAHER, S FPR AT t+1A4 3EL(AFAR ASrHHY) ol F Hrh Sdd A dha)

ol go] FFsai
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=
A &5H

AT 7)1zt SR | 9eS v]x
WS 2820 12513 th(Ashbaugh-Skaife
et al. 2006; Jiang 2008; AH3Z 2010, 2011-

e 5 20110 & ¥ 5 20100 WIER AF

=
T=

rr

2009; AEH 5 2006 5). AFE EAW ¢§~
ZAAF1 9 & (ROA), A #A AN (DAP), 71t
R(SIZE), ¥218]&(LEV), ¢3¢ A &4 (FOR),

et al. 1995; Subramanyam 2006

olelxd e #dY B dFsdie
9274, & DAP #%0| &2 7I49Y+

SEPEE NP

DAP 4%0] ¥& 719945 o

Z
_’_

9 %
(Cheng and Subramanyam 2008: Dechow
and Dichev 2002; Dechow et al. 1995; Hr&

Falch o=

Ao U

o]
2T X

=

AR 778 (BIG4), 42 F(LOSS), 2712k d 5 2011: HEH 5 2006 5). WA DAP9
2 A7EA el 4R7E (LNBM), AAA 1 RATINGRIE =(-)¢] A7} o dErh(Ashbaugh-
g (BETA), F449YEY #AHVOL) FolY, & Skaife et al. 2006 Jorion et al. 2009; ¥
& 71949 AAEA Aok AgSF Wt w5 2011 PEEH 2006 5)."
T e 9% A st AHETn| (ZIND) QT E(SIZE) & 4R o2 7 245 A
g, AAA &7 W57t 7199 kAl B4l vl &7 2N AEA %S AEsta e 714
A e %S BA| Hste] d=Hr(ZYD) olghe AollA FR7F 2 ZIdel Ha) A7t
S 2o F7t2 1ttt Wl tigk FA Aol Erh Be SIZEw o2 v AgE W
Al Holot ZAgWH 2(2)9] shdel]l AIXNE AL (omitted variable)®] w™-&#Eo|th(Becker et
gt gom SAWMTY A% olfre k&3t 2t al. 1998 ). 7199 =7t 25 HEA T
FAO & (ROA) 2 7Hd 29} #ddstol ozt 3} Mol #7] W2l SIZESH RATING Zhell&
SR AW F sfvtolH, Ao R 7)Y F(+) HATL AL R FEF 2010).
o] A94HE diEste adH A od. & FAHIS(LEV)S AFE 989 SHA =X T3]
ROA® AT A A t2Ee HF oA 0] F& 7|99 E AFEeld 1"45‘01 s/t
H2AM 94 (profitability) & Yefll= S 3] ¢ Jeorz LEVE RATINGZH &(-)<] #A7} d
t}(Cheng and Subramanyam 2008). wahA /‘JLE}(Jlang 2008: Cheng and Subramanyam
& A7E ROA WS R g Zlojtk  2008: WY T 2011 HEH F 2006 5). 9
(Ashbaugh-Skaife et al. 2006: Jiang 2008: 29l A EE&(FOR)E Af+Z% TS 22 1
UFd T 20110 AWE 2010, 2011: wdak #shy] A Wgolth 959 Agee] & 7Y
G4 2010; AEH 5 2006 ). ROASH 214 & A - =59 g3l £2 & JoBZ FOR
SH(RATING) 7t F(+)e] #AZE oZdrh. 3 RATINGZE < (+)9] #A7} oAk (a5
AFA LN (DAP)S 479 718794 o]e) 5 2011: HEH F 2006). #AK +3 (BIG4) =
24 P8 OME} 73 1}91 nef olofo #k AL FAREHSY SHAR HA HPATES Big 4 &
YRGS Adste o2 4eA Ith(Dechow  Alele] ZRAbs 237 ¢F& fHAIQIS Z¢-Eo 1t
15) ROA 3%t 5742 Kothari et al.(2005)¢] Wl w2} F430ch. SHEHL 45 % 2011)¢] 7w} S35
Ak, olo} WA FHIH L AWG AR ’ﬂ FATFQ HEY 5(2011)9) ATHES Fusly] dig
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7| 4x|EhTZ=t 02

ARERO] B Eoe Ae
AR AA A (Teoh and Wong 1993; Becker
et al. 1998: Francis et al. 1999; Krishnan
2003: Behn et al. 2008 5). AgPAFl| 7128
wj BIG4¢ RATINGZFl| F(+)e] A7} o34
gtEd T 2011 ¥Eda daEd 20100 AF

A Aot 434 3

53 A7 2006 5). SATAAT(LOSS) S ©f
Qe vl AgEael vAE 9P 2
o} 9%+ gome, 2@Ad 1. LOSS

7} RATINGZH ()9 #A7E dddh(dhEd
S 2011 w43 Fad 2010). A7 Al
A7k vl 5712 (LNBM) £ 7194 # (firm
performance) ] S8x|o|HA FAlol| A7/l o
f‘f& H4olth(Jiang 2008 ¥EY 5 2011). ¥
(2011)4 7= LNBMZF RATINGZH
3t &) AV JebdE Bastelt. AAA
E: (BETA)@r FAFYEY F2HVOL) < 7194
T8-S vele Mot 7199 af9lgel
T5 A&7 Bold 4 ¢l BETA ¥ VOL
£ RATINGZ &(-)9 A7} dAdg (Y &
2011 U1 1F4 2009).

jeﬁruO

U

3.2 eh=7|R|uiT = o] J|AUX|ehTE HI e

_____

Adol| ojxl= =0t

Y=

CGe 7I9AMFEANA L7 AF e 7194
B2 2R g 7]%}1 Tk 19974
Fotrlol e8] T 7190l ek = 2
s} 2ol A 71 4R e 2 4 galo] o] Fojxitt. o
2 gk Aol A = 7| 9A 2 2 AES 1999

9¢ A st 7199 AjF2E sk d 2
71915 stdeh. 28y 19999 Futel] EAA o

¢

A 53 20019 BAF v)=e] A2, 9=A 5
o SARA ABE Al GAN TR mEFEY
Nge a9, old@ 719 870 Wk 4
4el ] gelel A s
20034 220 RHFES tojd oz AT
1% matEe] B e AT AR

5 wuyds 443 wguEsch 2ot 7199
NYERA Ancls B8] =t

0 3
A g g A Fadbicr o o
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BN
N
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R

0E

T3 HZ So] 7)Y AT Bed Au T2
Wk oy} 71| AbElH At Z]% Fed9<
3= 7149 AL A 98 Tl 7)de] A&}
T B glo] Fagk Wl 3o A& A
3l7] 913 ARG S FAse I E Po] AzRY
T gt} o]Z gdle] KCGSE #d 2HES Al

)

KCGSE 2002l A3® ol 2003d+F¢ 71 el 22421 nl=e] 69171 281 2 ol F A%
QANTFE FHISCIH 0O)E ) $RoZ 7 HE F89 2HARA A7E GF Au7zel o
—%‘8}04 7 g3 ARAAPET 38 AR B @ welr) Tl 288 Alke] 9 Ao dHn
wH7IGe 7 AL BEUE FEA7Id olEd Ao & W Z|gA T2 e A
tial rid CGE AtEetar o5 Follolxldl TAIsk 37 ad] Fslr] Aa) AGH ez fdE Aol
16) 425} €1 36(2008) & 1ATES] Aol FANLE BAI o) AN, J1gel A8 2§ YL Folek

2 ool o BL

Y meaa e * o2 A 4 FESRE

FUAES ASbd BUE
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e B8 298 ¢ m}ﬂ A Ak gint.

047]*1 ESGE ?}%‘(En\/lronment Akl (Social), A% (Governance) S 47
A&715739 2 Aol 9l
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(E 1) CGY 8iX7|= ¥ Tols=sn} uie
5B B34 | MRS B3
1A T2 2 D fEye 2ol
AFFEA 2 MUEEA Eol ¥
| zzo oA} AlAUTIA Z])od
;Ey_i 34 90 AqA 1ol et 9H A Hojed 2goly
olg| AA A A E&
-AEHnZ—%—E—JM A=A
c FFACH 9% AR T 29FF BHIR 5
-*}94 oAb Aul g E oJrls] I E
* o]ALg] °P74°ﬂ thgt Abelojate] wh e Ao AA] 2 Aol i
* Apglol AL A E
. coJAlES FA R G 3
2. o1l S N P PR E R EEEERRE
s x| Ak} o] Akg] ol e] Felof
* AAE3 Stock Optione] Fofolit
coALE] &5 A 2 oA gA B
‘IR 44
A 23] - AHYTA 5 FAAA
3. FA 38 60 | c/NHelALY o|A13] AN E FA| E kR FA|
Al EHjo]R], AR DA 5o JE FAAE &
 OJA} RO Bzl FAGR E
cAALE AR A, 29
4. ZAF 18 50 | culF Auz HeAze] fEo
< R0 FHPY, AMY R T
= c ARG E, AAE i)
5. 749 pAdul & 3 10 347 B DA 2 =
CG Score 130 300 |1+2+3+4+59 EA(300%)e] 322 o] 10082 it H4d.
) glell Argre aAA 5(2009) 7 A3 E4(2011)9 A7E Faustd A4E,
(E DeA= CGY 570 aF9] F291 59 dzg 3.3 T29 MH
B3 o|Alg] FA], A, 73 2 ul el i g
7 el Wb Edest Woke, aela 9k & d7E 200395 2009L47M Fis ikt
Zo] y&-& At Aolg. A& 5, o]A1g]9 A A i AAE F75AEA7I9E e R s
- BarE 357, "HSE 24 3004 5 90 9 2AS UEAIE VIYS BEo R AT
A, GV ARelolAb HddnlE, o|AkE] A E
o2 TAEY. ¥, HHESY HrkEe (1) KCGSZHE 7|4A 72 7 el dia)
d 29 Wgles oy Az VEtERe SR 714
FrAE o] skt w59l &34 &= 714
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(3) 12¢ AxhH9l

(4) FnGuide ©lolEMlo] ~Z5H AL 214
SH AE7L ol 87be e 719

(5) NICEA&H7HE(F)9 KISVALUE®|A
el Wt A AAtE g EAd P a3l 7
g AFAEF Qs 71

(6) A2ZA719S A9

o]l

( ol (¢
o Ug‘ 1o 1
= oot ot 2

fr o oo o

2 > o o
oo o o = 2
e ol ° E Jo

N e rr

>,

o0t

S

O,

He

>

m>“
oo of, T

2orr g b0 2 o orfg ook o
H L

IAZ ol 1% Gl o) e AAY
1ol 9371540 7] ol B A7 WS
So da FBR AE AN FEU5s B

Mg a8 AdzEa
£ A g ymA] AL A
s} 1% WolM %74 (winsorization) 33T}
oY 2UE WEA|E HFREL B4V
Qtell 95671 7199/ A=A
(£ e 229 542 Jeplide. A9 +
& NICEAI & 7P B () o #2438/ 715
2t Bustdth (E 2)9] Panel AFE C7HA= A
A, 9=, VY EE R JgA T2 B
(CG Score)d HoS B1ath Panel AZ B
W, BN xdE FE] WEsE AAA (1657,

17.3%), 3313170, 13.7%), AHl~

ot M8 ox Iy mx

2 o

(]

A©A, 0.2%)°] 7P} AL WEsE Bt 18
U Aubdog A gFd] 1% Fx

4 Utk CG Scorexs 5744 (42.7
29(40.34)°] 40% o}z B 374 ,
1, 9 =273u](28.04) 7} 78 @Al UERTh. Panel
BellAl 3Ab] we)7]q]e] F= ARl ATEHA
A2k F71E = FAClY CG Scores 2003Wd<]
39.74A 2004l 235807 yopg o},
o|F T F7HE Btk ¥ 53] 20069 HHE
A il 374E 38}, Panel ColA 714
TE7} 2445 CG Scored] #Hito] A= =4 Y
Bhta ot ol 7|4t Rt S5 ZI9AN T

BHg57t Bk RS S, 59 129 o)

18) KCGS9 =xoz 7|97 Hrhdes 39 Age 7972 S85 2 8 A7z i dd FAHS disl

20039378 20119=7] 78387199 248 e AR
AA B EEE A9 A8SEel BF EEA &2 Aol EA7IME

2 gud £ gt 23y 201195 AgE A4 E44 A
=
o

Zwz (4 1A 20109ER AL,

FEHAFY SPAAo] t+1ol22, WAL TG TE Grides Bl Ao B ATAA tAAd de] e
ol 20035 200937k419] AR7} o] &S, EF & A9 AF IS 2P| 42 1S AT HRSE 28

& 4 7] el BAAA AL H. ole A A 8SHE
200413 2005%9] 7|QAMTE At AdA o R e IS Hole AL KCGSY #7KtEd 7443 wixle] W7 2z
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Panel A : 89 498 £¥9 J/H+ £X

Industry AAEE
xRS 58 (%) CG_Score (3 )
149 165 17.3% 36.6
714 21 2.2% 35.6
HE54&3E 30 3.1% 35.1
1B 130 13.6% 38.3
A, 95 12 1.3% 33.3
T3] 44 4.6% 42.7
S ! 42 4.4% 36.2
54 86 9.0% 36.8
=454 64 6.7% 32.5
ol g7 1 0.1% 28.0
o oFE 38 4.0% 34.8
A7), Az 64 6.7% 36.8
A7 72 23 2.4% 40.3
Fol, &4 31 3.2% 31.3
A 56 5.9% 39.1
Al 2 0.2% 63.5
)3} 131 13.7% 38.3
AEMEH 16 1.7% 30.8
A 956 100% 37.0
Panel B : &9 459 H/HAS £X
T & 2003 2004 2005 2006 2007 2008 2009 A /BT
RS 98 141 136 136 139 146 160 956
CG_Score 39.7 23.5 26.7 40.7 41.2 42.8 43.8 37.0
Panel C : 7|47 R2HE H/t4d4 £X
SIZE FES CG_Score (B #)
229 o4 258 45.4
129 od~2z4 nw 196 37.5
594 o] ~1x24 w¢ 156 33.9
1799 o] ~5ddY mgt 306 32.2
1494 npgt 40 28.4
F) A PR NICEA 8§87 B.(F) 9] KISVALUES 58 F42F 718 wheh Bag
1324 HLBAT R4t H6S 20126 12



~224 vRtME His 27 A3 FF0lA Moz Ht(374) 3T FARE Folth 'AAA" A&
ok 224 o] ALt Rold 45 4802 €53 539 CG Scoret 7MY =2 50.24 22 YehY
=0 9 129 o] ~2x4 mvke HaEg ¥ 3 glon, So] BoldsE HA CG_Score®
1, 59 1199 wwte] HdEL 7P 32 e FAl gole FAE B og e FAE B
(28.47%) & Jebgth SH/HA e | w2 418559 'CCC'Y DY

(£ e TH5HUSF RATINGY A&55% & ASE ogd e g2 Fsdth. 18y o&
Helk 7} S R WEFY AR FrpEs RS AU oR REgrt 47] g dAvkEe
£ Yepiglith. (& 3)< E¥, A7 & 229 B2 719AMFE 7T =2 V199 E Al
AEHol A-(1448) B57F 13.4%= 7P Bl &550] =oiite AR S & 5 Aot
T7F =t A9 AE5He CG Scores 37.7

(F 3) ARl ABEF & 229 W 2%
AAEE
Grade RATING HEg WE-E (%) CG_Score

AAA 20 8 0.8% 50.2

AA+ 19 26 2.7% 47.5

AA 18 42 4.4% 44.2

AA- 17 87 9.1% 43.4

A+ 16 92 9.6% 42.1

A 15 111 11.6% 40.0

A- 14 128 13.4% 37.7

BBB+ 13 115 12.0% 33.8

BBB 12 121 12.7% 32.2

BBB- 11 91 9.5% 32.2

BB+ 10 38 4.0% 32.8

BB 9 31 3.2% 31.1

BB- 8 13 1.4% 29.0

B+ 7 13 1.4% 31.6

B 6 15 1.6% 28.5

B- 5 4 0.4% 21.9

CcCcC 4 13 1.4% 36.7

CC 3 1 0.1% 24.3

C 2 4 0.4% 25.0

D 1 3 0.3% 39.6

3 A 956 100%

) B AFolA FA 418552 FnGuide Holdo] 22 RE FEH A5E o] &3lon, £47]7F 2003dFE 2009371419

AR5 T AT,

ZESAT M4 Az 20126 12¥
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4.1 FQ ol JlEsA °

(Dol &8 7
A vET, £2

o= CG Scored THTFE 7I1EL

23 7 A

S o @ RS o] 7 WY Had & F(LOSS)2 13.7% %tk E3 A7) A9 A7}

A5 Hagk & o5 F Huhdl gk 7t "ol A ¥ A7|AZ(LNBM) 9] F (F4) 2 0.107

Aol A< AABIA T (0.137)% 271 < 3y Aoz x33hd 1.113
(F DHE B, AARL 735 21855 (RATING) (1.147) eIt} AAA AWBETAM Fit(F9F)

o Hit(FH4)0l 13.385(14)0lt}. ol& UM 4 & 0.920(0.923) 22 1HT 27 P& F3oln,

FE (F 3)9] Ao} o] FEAA A ETFY ¥ FAFYES FAHVOL)2 0. 522( 488) At}

g 0.
ol ‘A-E WSS Yehdth CG_Score® #H CG_Scored] THAFE 71E22 Uro] 74 &
(T97) S oA ATE vpeh Zo] 1004 W & o 4 AYENA QAT E ATt & 7
37delth AlF FEAAME CG S1(FF d2ji 5o ¥ Z%En 4A&5H, At E, 7]
9)9 Hite] 49.84 % 7P} w1, CC S4GEHA PR, =<9 FAHE, Big 4 ZARIY AdHE,
719, 39.2%), CG_S3(F41, 39.2%), CG S5(F  AAA 91l =AY Atk a2iuh A7|AEe] A
PR, 27.4%), CG_S2(°|AH3], 24.84) «©  A7HA WiM] AR7HA] HlF2 Wkt
o2 Yeigth CG S1, CG 83, CG S4+= Hatel
374 o<, CG_S2¢ CG_SHe HaETh Wit 4.2 AP 24
ol o]AlE] EAo|ut AR AL} 2

9 #7714 5 ATz SHdA dotg 21(1)9] B2 AHEE #Fgte] goj& i
P

FEYS HolFo v gA9 T BE ek v A A (F 5 JERRITE AW/ Panel Adl
wel FFo FEEs, A FF 9 MHEE 7 & A1) ¥M5E F FE5WS CG Score, B4
A2 FFo] BHeh v Heltt W 7he] AWA S Panel Bale &9 34

FA] A E(ROA) S B 94 &5 F(+) W4 (CG_Score, CG_S1~CG_S5) 7t R4S

20) DAPS| Bitel F(0)uT 9 Re ()9 @S ML Re B A7 3
201 Mol Sl IR S AaBE T AR Ao ) =
£ 710 ¥k e )9 42 b SEE e

20) A% feb7) 4 ez v B SE6.00L(00 4D MTIAE, o BY S G ke
F(E910)0] 105,699(52,201) MPolehe L meldel A A/ INES BEFRo2 AR S 2 FIR190L
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J|R[HIT R} olelnt AlREZ7Ie| MM ojx|s Fa}

(E 4) 7o ¥ 7|82 & A0|HS

A EE D_CG_Score = 1 | D_CG_Score = 0 Difference Test

Variable (N = 956) (high, N = 478) | (low, N = 478)
Mean | Median | STD Min Max | Mean | Median | Mean | Median | t test W test

RATING 13.385 4] 3.269 1 20| 14.454 15| 12.316 12 10.695***| 10.835***
C@ Seore 0.370 | 0.363| 0.112| 0.157| 0710 — — — - — -
G St 0498 | 0494 | 0.102| 0222| 0756 0553 | 00556| 0443| 0444| 9.608™* | 6.804"
cqs2 0.248 | 0.233] 0.137] 0.011| 0.785| 0.346| 0.337| 0.150| 0.140 | 31.406"**| 22.971**
cG .53 0.382| 0360 | 0.154| 0.050| 0912| 0469 | 0450 | 0297 0.283| 20.830"**| 7.819"*
G 54 0.392| 0.366| 0.238 0 1 0554 | 0570 0.231 0.200 | 8.536"*| 1.196**
ca S5 0274 | 0.300 | 0.217 0 1| 029 ] 0300| 0.248| 0.267| 3.670"**| 3.424***
ROA 0.042 | 0.043 ] 0.067| -0.234| 0.208| 0.046| 0.046| 0.039| 0.038| 1.680" 1.627*
DAP -0.003 | -0.002 | 0.073| -0.246 | 0.192| -0.003| -0.006 | 0.003| 0.000| 0.107 1.000
SIZE 27511 | 27.553 | 1.306 | 23.937| 30.892 | 27.996 | 28.024 | 27.025 | 26.941| 2.385"**| 11.430"**
LEV 0537 | 0559 | 0.166| 0.125| 089 | 0528 | 00558 | 0537 0.565| -1.817* -1.510
FOR 0.055 0| 0.101 0| 0.615] 0.062 0| 0.048 0f 2.0 2.668"*
BG4 0.831 1] 0.37 0 1| 0.887 1| 0.774 1| 4704 | 4.653"*
L0OSS 0.137 0| 0.344 0 1| 0.126 0 0.149 0f -1.034 -1.034
LNBM 0.107| 0.137| 0779 | -1.818| 1.921| -0.002 | 0.052 | 0217| 0225 | -4.374"* | 4347
BETA 0920 | 0.923| 0.379| 0079 1.750] 1.003 1.012| 0838| 0.844| 6.830""| 6.398"
VOL 0522 | 0483 | 0.165| 0240 | 1.042] 0.521 0490 | 0.523] 0484] -0.172 -0.483

F1) Mg B RATING: 1= t+19% A 2453, CQ Score;= td%= KCGSY NQYAM 72 F7484, 0Q SIi= td=
F3o] AR # AT RAST, 0G S5= tA% o|Ats] B4 Ak AT, CG S3= tdE T #s A+
284, CG S4= tA% AT EAd B3 AMF2HS, 0G SH= tA% ZA9abdujio] B3 A F25¢, ROA= t
dx Zapto] & (=37]50] /71 2FA%) , DAP= t3% ROA A2 A#2 29 (Kothari et al. 2005), SIZE:=t
UE 7AFR(EAN AAZOE AR, LEV,= 3% TN & (=F5A/FA0), FOR= t9% I A&, BIG4=
td= Big 4 AEFHdeld 1, oW 0, LOSS= td= ATzl 1, ofUW 0, LNBM;= td% A2 AIZ7HA]
ulH] ARV (AARDE A, BETA= t4% 197 ARRFo 2 239 AAA 948, VOL= tdx 193] 449
Eo BAke] © D CG Score = 12 CG Score A9 YRt} o 7]Ydola, D CG Score = 02 CG_Score A<
FHFEG 2 719,

F2) 2003E5-E 200997H4] AR E E3ste] Hugl

3) Bt daliM = t ASS, T sl = Wilcoxon FEEAFAT(W H5) & Hug

F4) 2 = A 1%, 5%, 10% FEAA e YEh (F21%).

AW ol Buadet ) (F 5)E W, Panel  WFE FUHES4E e 7199 detd B 5
A} BollA CG_Score 2 o592 FE¥ CG S1~  2&53FE Fo3de AL oulgt. a8y o5
CG_SHE RATINGT 25 £9& &(+)9 4% o BAE RATINGY 98 nd = Je e o
e 7 Y S A8H R £ 719A g MEFEe] BAHA ¥ AFe|nz v 3]

22) CG_Scorest CG_S1~CG_S55 #(2)9] R¥el a2 AR} 2ol o5 S HuisR 243 2 fole RATINGT BF
el 9H(+)e] ARge] ek
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(E 5y 2 ui7+ Ama|
Panel A : 2(1)9] W7t AAA
Variable | ZATING | CG.Score| ROA | DAP | SIZE | LEV | FOR | BiG4 | LOSS | LNBM | BETA | VoL
JEpp— 0.398 | 0.482 | 0.083 | 0.590 | -0.443 | 0.208 | 0.261 | 0.355 | -0.287 | -0.006 | -0.442
(0-000) | (0.000) | (0.010) | (0,000 | (0.000) | (0000) | (0000) | (0.000) | (0.000) | (0.860) | (0.000)
¢ Soon .| 0.06L [ 0.028 | 0502 | -0.065 | 0106 | 0.214 | -0.024 | 0.282 | 0.850 | 0.001
Locore (0.060) | (0.388) | (0.000) | (0.044) | (0.001) | (0.000) | (0.467) | (0.000) | (0.000) | (0.000)
o || 0017 [ 0190 [ -0413 ] 0.128 | 0.095 | -0.638 | 0.290 | 0.020 | 0314
(0.608) | (0.000) | (0.000) | (0:000) | (0:003) | (0.000) | (0.000) | (0.533) | (0.000)
p || 0.064 [ 0047 | 0006 | -0.061 | 0.033 | 0.124 | 0.036 | 0.008
(0.049) | (0.151) | (0.:861) | (0.058) | (0310) | (0.000) | (0.265) | (0.795)
o || 0.083 [ 0156 | 0317 | -0.110 | -0.201 | 0.409 | -0.09
(0.011) | (0.000) | (0:000) | (0.001) | (0.000) | (0.000) | (0.003)
o [ -0.106 | -0.021 | 0.254 | 0017 | 0221 | 0352
(0.000) | (0.514) | (0.000) | (0.592) | (0.000) | (0.000)
08 [ 0.0% [ -0.059 | -0.122 | -0.037 | -0.186
0.317) | 0.070) | (0.000) | (0.249) | (0.000)
0026 | -0.151 | 0.141 | 0.102
BI64 L1 0423) | (0.000) | (0.000) | (0.002)
0.088 | 0.083 | 0.267
0S8 L1 0,007 | 0:011) | (0000)
20,201 | 0.026
LNBM L1 0.000) | (0.425)
0.428
BETA L0000
VoL 1
Panel B : &9 49 Al 32 HrHA$ 7109 484
Variable RATING cGq 81 cG.82 G 83 CG 54 CG 85 CQ Score
0.182 0.293 0.334 0.335 0.275 0.398
RATING ! 0:000) (0.000) (0.000) (0.000) (0.000) (0.000)
0.347 0171 0,302 0.054 0.581
051 1 (0.000) (0000) (0.000) (0.097) (0.000)
0.601 0.782 0,013 0.885
0652 L (0.000) (0.000) (0.680) (0.000)
0523 0.038 0718
0653 1 (0.000) (0.315) (0.000)
20.02 0.862
0654 . (0.448) (0.000)
0.102
G55 1 (0,002
CG Score 1
=1) 24717 200395 20009714 AARES 0 FC2 BagN=956 19/4).
29) vige] Aol (E 4)9] b0 28,
23) Broke] 2AE p Gl (F2AD).
1328 HAASAT "1 ®M6Z 20124 12¢

oo



N
©
El
=
=
i
]
AN ]
k=)
1©
B
>
0fo
ojn
il
[l
1o
e
0]
0x
2
o
o
rr
ol
B

A S Bl 1 ot vt

g CG_S4, CG_S3, CG_S2, CG_S5, CG Sl
o= RATINGH| F(+)¢] dade] £, CG_
Scorew AlF F& 5 CG_S2, CG_S4, CG_S3,
CG 81, CG S5 o2 ¢k (+)9 ol &4 v
Bt S o Az 2ol Hle) olakg] Bzt
ATl Bi@ A o] AdeEdt By =
< F(+)o ddAol slem, EI ZIdAE T
BHTE AN FE5 5 oAk 54, )T
Al #E Az FEo] 39 HelEay
] o Hog

YA EET S W] vk A

9, o Y

2z
N
=
i
—r
rE
= 4

Aol 59%E 7V =i, LEVS VOLe]
44%%, CG Scorex 39.8% = =7 vehyith, ©
A (& 2)9] Panel ColA Ao EETo] dvHA
7199} o] SIZESF CG_Score HF7HlE 50.2%
2 BANSE T P w2 %(+)9 dRge 5
o wEA o5 Wty e &
& Fa7t g

RATING# AMEee] #AE BF a4
# S Helg, FAFCZE ROA, SIZE, FOR,
BIG4= RATINGe| thsl el <k (+)9] a4
<, DAP, LEV, LOSS, LNBM, BETA, VOL&
RATING® sl fFolet & (-)e] BAEE 72
A}, ol UAZ oy X" AFEA FApt

|l B4, YT F5F, AFAFA

MO B 3L

S

A A-go] L5, Big 4 AA10] AAReHA A
50 weu v, AFH Yol £252
BAH g B5T, STl A7) AE
o A7 e G W] Be5E, A
AR el 352, 245989 Bio] 255
N85 olarhs Azholtt

4.3 7td 19 AZZnt

7H 19] AES gdt] 2(1)9] Bg2g o] &gt
3AEA o= (E 6)o YERSATE. Panel Adl
= OLS9 gHAd¥et wxdAdol &A4lE Cluster-
adjusted Ordered Probit 3|AEA A= v

=440 7t AT, T 29 17 3& CG
Score?] AZE, B3 29 4= Aujtx FEH g
E(CG_S1~CG_Sh)9 235 Husdt}. Panel
AdME A7z 32 g5& 25 133 Ay
2, Panel B ColME /HE 3AEH3 292
H W 54 o] Bttt A4 Panel B C&
TE MAHMFE FHOR 2%std Haslth
g, FAEAAE A (SIND)# A=(ZYD)
|7 2 A mefd Afolx|v, xe] 2+
A& fste] B At epa B A3 A
FAHEL A7 Al Ao|rt EAE Fof A3
ot

(% 6)9] 272 B9 Panel A9 323
F-3H(Wald X?)o] BAX o= §93 gho] ek
B Ao AE ngdo HgAdo] 3l YE

=
-

T

23) SIZES} CG Scorezte] &2 43S BAIsty w48t W
ste AR Y & o714 BojR AR SIZES]
F ¥gzte] A2 Aol the3414 (multicollinearity)

Al Qo] 453 PES AT o] W e 3

o rr 1

AASIT H41A Mz 20124 128

E_E
Holt}(Jiang 2008; Fortin and Pittman 2007: 3 # % 2010 5).

Z &SR 5o, CG ScoreE AHHSER
§HTE 1Y } 21(2)e mefste] EAET olF Al #4I38)
EAE 39% 4 dau F g7 RATING AE 2+ 7 &2
] S

7] AGATEANNE il ts3Ad A7E W AR
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(% 6) 7Hd 10| chst AZ5ZD

Panel A : OLS regression, Ordered Probit regression (test variables: continuous variable)

Cluster-adjusted Ordered

Variable pslgeill. e Probit regression
& Model 1 Model 2 Model 3 Model 4
P ; 17.187 16.475 7.320 6.994
P ! (31.202°*") | (25.638"*%) (11.45%%) (9.93%%)
] 8.884 B 6.381 B
U=t Tl (11281 (8.33***)
B 3.495 B 2.155
CG 51 * (4.902***) (3.19***)
B 2.488 B 1.586
CCS2 * (2.793%**) (2.33**)
B 2.282 B 1.796
Cas3 * (4.663***) (4.47°*%)
B 0.674 B 0.618
caG 54 * (1.693%) (1.79%)
B 1.303 B 0.850
CG_S5 + (4.659***) (3‘29***)
3.475 3.268 0.719 0.656
ROA * (2.690°*%) (2.529%**) (0.75) (0.69)
i 1642 1513 71,009 0.912
DAP (-2.120*) (-1.954*%) (-1.80%) (-1.65%)
1.327 1.359 1.005 1.024
. i ~6.466 ~6.449 “4.899 4896
(-15.252**) | (-15.227**%) (-10.13%*%) (-10.25**)
0.421 0.305 0.445 0.377
FOR * (0.728) (0.528) (0.54) (0.48)
0.146 0.156 0.035 0.041
BIG4 * (0.913) (0.974) (0.21) (0.25)
i ~0.889 70.833 0517 ~0.481
LOSS (-4.006™**) (-3.757%*%) (-3.29%*%) (-3.07**%)
i 20737 20779 20.656 20,680
LNBM (-8.024***) (-8.364%%) (-6.67°*%) (-7.11%%)
i 20.768 0711 ~0.805 0777
BETA (-3.686***) (-3.402°*%) (-3.72%%%) (-3.65"%)
oL i 4103 "3.786 2.007 1861
(-8.319***) (-7.552%%) (-4.52°*%) (-4.16*%)
SIND Included Included Included Included
YD Included Included Included Included
adj. & (Pseudo ) 0.732 0.734 0.303 0.305
F Value (Wald X) 101.152°" 88.722°" 6016.48" 636.947
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(E 6) 7 10f chet 2520 (A1)

Panel B : OLS regression- test variables (test variables: continuous variable)

pred.

Variable ien CG_S1 CG_S2 CG_S3 CG_S4 CG_S5
coefficient . 3.977 5.576 3.511 2.117 1.417
(t-value) (5.308***) (7.909***) (7.989***) (6.236***) (4.820***)
con.trol ? Included Included Included Included Included
variables

Panel C : Clustered-adjusted Ordered Pr

obit regression (test variables:

continuous variable)

Variable ‘;ﬁgi ca_st CG_82 CG_83 CG_s4 CG_S5
coefficient . 2.327 3.829 2.546 1.543 0.854
(t-value) (3.55***) (7.28***) (7.03***) (5.30***) (3.55***)
ff(;?g}(;lles ? Included Included Included Included Included

F1) A9 Joje (F 49 iy 22
F2) OLS regression®] #3ete] 3= 7k AW 3AASY %Y.

3) Clustering-adjusted Ordered Probit regression®] A% &2 Pseudo £ °l™, 23 9]
) e A 1%, 5%, 10% iAol d-S e (
) Panel B¢ C2 #4237= CG S1HH CG SHIAE M SAEN S 38 & T4

4
5

2

F2AZ).

At Panel AOLS)S FARMZATE w8 g FH(+) AFHS /K Ytk 2 272 7]
i E (adj. RYe] e 73%=2 =A Vet vt w2 ol disl s Sl Ao FEe w4
™ Panel B(Ordered Probit)d 3HAEXA7E= Az} 7rel Zfol7) §ltk. 2]l o] A= OLSE o}
239 49d (Pseudo RY)¢] 30% A== OLSY Yzt #3740 EAE Cluster-adjusted Ordered
AFE 254 H = @kt Probit 3|A%A A3} 9] dx]¢ 222 Yehtt.
#a¥4 CG Score®t CG S1~CG S5 REF& £3] CG_S1°] fFo < (+)9 Axz Yeld
A4S Fd] Jge nx s 44 HFES EA43 = AL 2 Aol FEI whak Apglolt},
o= RATING®l thal <3k F(+)o AS#tE&  Ashbaugh-Skaife et al.(2006)9] 3% =& F
Ho|i 9tk o= oAl (F 5)o] Ane} dx|e FERIAAE 7 719 B2 Ale5Fs ey
T}, E3 Panel A~CollA & 4 1ol Auj+x < A4E AAG T o] A FFHIGAE
o A4 E T 299 i A e A9 7 71l AAA A FFRe] Kol Al
BT ATz FEE A4E RATINGS & & &3 o & da, ofdll tigk $-2i7} o]de] 4
24) By2ol| L3 WFET g3 BAVE UEAE B8 A (variance influence factor: VIF) #eo2 glsiich dxt
Aoz VIF #ol 10 o]3S d3lstd A48 ARG oNA Qe g3 EA7F A4e Aoz At} o2 (X 6)
ol =g 1 £ VIFY HgE CG Score MgellA] 2.5740]91, B8 28 CG 2 WA 4.9992 YElydtt o] Az
o (X6 oA HF7te] tEFAA FAle A4 Eo-2 VeIt
25) AW B2 HudlA PR 7P 2004 A2 CG Score 2 CG_S1~CG S5l et tnwisz2 248 Al Panel
ASH AE o §AKE Az} Uehdth 9] 0 S1~CG S5¢) 3% B% 1% 424 fel3 S()el Aol vepsic.
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Epst
EAMEo A3= FOR, BIG4

HEE

A1) 3

4.4 714 29| AZAnt
7H 28 ASE HAstel 4(2)9 BFYE o] &

s

5
IAEN Ade (E Do Yt & Ex
21e A (F 6)9 Panel A9 A9 FUsic},
(£ 19 A%2 B9, FH2go| gt Wald X*)
o mE g8 Fzoz Yehda Idtt? Panel
A(OLS) 9] 3|AEA AT 2o Awd (adi. RY)
o] 28 13 2014 Wk 72% = YA (E 6)9 74
9} fAkgt gFolth, ¥HH Panel B(Ordered
Probit)e] s|AEA Ayte 2o dvE (Pseudo
R%)o] thek 30% 2 vFebsiTH,

ROA*D_CG_Score @ ROA*D_CG_S1~ROA*
D CG Sh9 A% Al&5ad d3s nA= 4%
HEE B8 T ROA*D CG Score® OLS
3 Ordered Probit 3#AEA2A3 25 RATING
of tal FAHeRZ Fofgt ko] UEREA
t}. ¥hd OLS9] Aol ROA*D_CG_S3, ROA#
D _CG S4+= RATING®| tial] folgt k(+)9] A
F32, ROA*D_CG_S5% RATING® thaj £-2] &
S(-) 9 AFEE Bolal AW Ordered Probit
9] 7%= ROA*D_CG_S3¢ ROA*D_CG_S4ut

¢}

- o}o}

T 5 M

o
o
frold F(+) 9] Asate] Yehst. 5871 A
Soud Aeisets S Bo 2 i 24
°] Ordered Probit 3##EAlelghs HAellA ROA*
D CG S59 A3 OLSETY Ordered Probit
AR A2 Zert sl

(GE HollM el F W 2ho] AaaA Ao A= E3] B o] #AALEQ ROA*D CG S49] 4

UAH AZE Hola ut. whA o] g #He i = B BAgle] AEFFd JTS vA|

9] =o)= kit = HFES BAS T gt H(+) 2=

26) (E Tyol il Wzt 23 EAZL JE7E Lol Adld wad, 23 12 ROA*CG_Score Mol VIF o] 2.562%
UeRgE, 28 29M%E ROA*CG 404 3.787= uelyth. oleglet 272 & o) (X TelA e ¥Ft s34 &4 A4
W ke 2 4 9ok
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7|R|B =7} o|lnp AIREZ 7| MR Mo o]k &}

(B 7) 7¢d 20| Chst AZZ0t

Clustered-adjusted Ordered

Variable psrie(rfil. OLS regression Probit regression
g Model 1 Model 2 Model 3 Model 4
- 18.194 19.226 8.813 8.833
Intercept ? (47.197**) (37.086***) (15.15"**) (15.47**)
1.204 — 0.768 _
noee i (7.798**%) (5.97**%)
— 0.626 — 0.460
D.oasi * (4.018°**) (3.84%*%)
— 0.538 — 0.301
— 0.308 — 0.302
D.oass * (1.985"*) (3.02°*%)
— 0.242 — 0.277
D.ca .54 * (1.434) (2.12%)
— 0.903 — 0.424
3184 2.298 0.232 ~0.723
koA i (2.081*%) (1.282) (-0:21) (-0.52)
~0.868 — 1.198 —
ROA*D_CG Score * (-0.482) (0.85)
~ ~1.646 ~ ~1.287
kOA+D_CG_S1 * (-0.916) (-1.04)
— ~0.958 — -0.023
k0A+D CG_52 * (-0.474) (-0,02)
_ 3.091 — 2.011
ROA*D CG 53 * (1.678*) 1.77%
— 4.823 — 2.496
ROA*D CG 54 * (2.346*) (1.85*)
— ~7.240 — -1.972
ROA*D_CG_S5 " (-3.677°**) (-1.39)
ar B 1.736 ~1.608 1.039 1.014
(-2.178*%) (-2.051%) (-1.90%) (-1.83%
. 1.372 1.318 0.989 0.988
SIZE + (20.516"%) (19.389**) (12.36"%) (11.95"%)
i B ~6.699 ~6.801 4814 5,044
(-15.325%*%) (-15.848**%) (-10.38"*) (-10.82"*%)
0.848 1.033 0.781 0.766
FOR * (1.426) (1.754%) (1.08) (1.12)
0.283 0.181 0.141 0.062
BG4 * (1.725) (1.116) (0.88) ©. 38)
B ~0.980 ~0.787 ~0.560 0.4
i (-4.3017*%) (-3.473**%) (-3.73"%) (-3. 13***)
B -0.875 ~0.974 ~0.709 ~0.776
LNBM (79'308***) (710‘236***) (77.31***) (77'74***)
B ~0.520 ~0.540 ~0.543 ~0.605
BETA (-2.421**) (-2.530**%) (-2.42*%) (-2.83%%%)
oL - ~4.506 ~4.044 ~2.303 .012
(-8.857"*) (-7.936"%) (-5.01"*) (-4.49°%%)
SIND Included Included Included Included
YD Included Included Included Included
adj. & (Pseudo i) 0.716 0.727 0.287 0.299
F Value (Wald X 90,1687 73 5097 624,85 692,00

—rl ol ol (3 4)9] shey 2
Z2) OLS regression?] Z39ke] -,—x]“ Zr Al S| AAIFY Y.

73) Clusterlng adjusted Ordered Probit regressione] 2™ &2 Pseudo R?0]H,
1%, 5%, 10% %2014 o3-S Ve (Y24 %),

dk o kk %
F4) e 2
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9] ROA*D_CG_S4°]Y ROA*D_CG_S39 A¥& (% 8)9 A3E B CG Scorex AHXHFREI}
ARVl L& Al FEE 2T VIl A 229 ooy ofskel Ay B RATINGoﬂ el
=4 |99 A(earnings quality)e A&5H2 1% A F98 F(+)9 e Hola Qi
el F712 meta s YeERET o] OLSY Ordered Probit 3]#%4 2% U3
SAME Aze 9A (G 6)9 Aot dAz E Aot W AR 229 o) v
A3 A7E Holu gt} thit, OLS #A5Z3  OLSY Ordered Probit 25 CG S1 2 CG S5
FORZ} BIG4 MFE 10% oA f9d &(+) = RATINGO il <l H(+)9] g&, a28lx
27) ¥xo] %2 HushRe AT SARCR fofdt a4 edd ROAY ROA*D CG S3% ROAS ROA*D CG S49] 7zt Al
Fgto] 4(0)Z A7t UEAE Ftesto® 33 Bokry, 1 Ao MW, ROASH ROA*D_CG S3, ROAS ROA*D_CG_S4
= 22k A5 gl 5.389(0.016), 7.121(0.048) & BT folgt Azt Jepdth olgfd Avks /M 28 A8 ok
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(E 8) 71 10f| oist 7124 Znb: XM= 2% of4t versus Ofst

oS

OLS regression

Cluster-adjusted Ordered Probit regression

. 229 o3 224 o3 229 oy 224 93
aniavie pred. (N= 258) (N= 698) (N= 258) (N= 698)
SISD | Model 1 | Model 2 | Model 3 Model 4 | Model 5 | Model 6 | Model 7 | Model 8
8.828 _ 9.501 _ 8.241 _ 6.389 _
oL Tl g1 (8.314*) (49.96) (6.04")
_ 4,668 _ 2.929 _ 3.800 _ 1.690
s . (3.173"*) (3.370°*) (2.50°") (2.35")
_ 2.306 _ 2.222 _ 2.689 _ 1.132
0es2 i (1.604) (1.882°) (1.99*) (1.40)
_ 1.138 _ 2.675 _ 0.983 _ 2.087
083 i (1.452) (4.304°*) (1.44) (4.32")
_ 0.460 _ 1.072 _ 0.465 _ 0.847
o5t i (0623) (2.134*) (1.13) (1.90°)
_ 1.708 _ 1.106 _ 1.734 _ 0.565
oA 55 . (3.561") (3.188*) (3.28"") (2.07)
04 ' -0.386 -1.792 5.038 5.064 -1.025 -2.31 1.637 1.7112
(-0.161) | (-0.042) | (3.204***) | (3.302***) | (-1.81%) (-1.26) (1.36) (1.43)
control variables ? Included Included Included Included Included Included Included | Included
JIND Included Included Included Included Included Included Included Included
21D Included Included Included Included Included Included Included | Included
adi. B (Poeudo 7) 0.685 0.691 0.695 0.696 0.352 0.363 0.279 0.281
FValue (Wald ¥) 253207 | 22.326™* | 61.988"* | 54.079%* | 503,000 | 1512.19"** | 676.89*** | 769.80%*

F1) W59 AolE (% 4)9 et 2.
OLS regression?] Z3¢ke] 3]

7 Agas

F2)
F3) Clustering-adjusted Ordered Probit regression®

3AAS -3,
Aujg o

20 1

o e A 1%, 5%, 10% FEdA fode U (F5A9).

CG S2% Ordered Probitol| A9 98k 9k (+)¢
grol Uehstt. oleh gl AR 2

EX)

R

Bl

ATE OLSY Ordered Probit 2% CG S22 A
s CG S1, CG 83, CG S84 2 CG SHolA
A#E A RATINGO] el ek F(+)<] Fhel

XN
=

133 Ordered ProbitE 7]

Bt ®H CG S2, CG._S3,

Aol A zpe] 7} e, = CG_S2
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T AR 229 oo R 2 V|9USE B} (2)ell tigr AL & AFdal 2ot 1 di=
83 7teAE Fogte v, FAG AT (& 9ol et
© AHtE7E 229 ofste] iAo ® 22 7Y (FE 99 235 ¥, DAP7} ¥(+)Q1 FEo
s Bo Fo3 A E Fod) A8 2% U =) £E ZF ROA*D_CG_Score®] A5zt
o ¥tdatn A YEbdT olE 7I9AMF27E &WgE RATINGH frofeh Aol vehuA=
A& ael nR= GEFel o] AR et F okt Wb Bl A xR J7ge] A5 DAP
AAR WA BrtE s dEo] gdevk ad, o]  7F (+)Q FEAXE ROA*D_CG_S5%F RATING
A9 AN Hrte = g vk Lol o thg] OLS ¥ Ordered Probit 3HAEA =F
folgh 5(-)9 #2, DAPZF 5(-)Q HE] A=
4.6 Z71M EMZn; ROA*D_CG_S3 ¥ ROA*D_CG_S4+= RATING
o thall A Adaglol freleh ok (+)9 kol
A (F DY HAFAHANE oA E T UEHET F o]dx o] & Hdd diEjiMe Al
ROA*D_CG _S4= RATING¥ 3t &F(+)9 S He A A ARt 2
A7 Gepgolth, B3 (E 6) B (GE DO Zf 7199 Aol dsf 238 AEFEe oY &
% DAPE RATING® thaf ol &(-)¢ 23 Adrhe Adoln, o]z o] ¥ et tigjA]
Atk & A&7 He] A BN S o] &3 ¥ = ALHIPIHE FA A B AR E
AARL o]z o tlefr = o]9e] do] Yy 2 7Y Aol il A ETEe A 2
3 grbe Adtolw | DAPE A9k AlFA 2A & Yehith ® o] WS B3 o]dxgo] d
Holgh= HollA Bk oo Ao 234 J&  FAAQ (e EFAQ) oz s FPste 7]
= 1A F e Aot wEkA] & HejlA= UA Hola FAIV FAL B A FRAF7E £ 719
¢} &) ROA ¥4 tiAlel DAP ¥4} D CG S4 ¥ o[ o] A&FH Y F(+)e #A B
okl HASAGHFE uEste] F7HEN (additional  SHEThE ZZo|th, whebA] A&7 FAIG
analysis) = =2 3] BTt UAo B4 A} B8 A PRI} 231, o)z AEt E F
Fell A DAPSH RATINGZ e (=) 9] dadol 3l AAQ 71949 o]9e] do] o Erha H7hek & o
O 21 DAPZF 4(+)9 7% RATINGo| %o} & 485w Erh 3342 wtdsta slae v
e ¥, DAP7F &(-)ol® RATINGe] =obxl vk v Zgadul e a3 Apulz27t $a
O ZFo|tt. whghA 2837718 F(+)9 A ol9] FFol Eolk AFA TN FFo] & F
2 A A tisf o]ofe] Ag v Hrlstn, & AAQ JIdelatd AE&H e A8&EFe] ¢
()8 A=A EAdel dsfx= o] AE A wolAtt. olyg daite =2 o] FFo] FAA
Ao g w7 H7FEHE ouett. & doA= DAP QA o]2A & Bl Eolxl Af-ehd mgf o] =%
g 7T ® F(H)T F()Q FEOE ro] 2 o Wi (reversal)©] odd 4= o 2185717
28) DAL &(-)9l e % ROASH ROA*D_CG_S3, ROASH ROA*D_CG 849 A5ge]l G(0) 2ol7t YEAE F-testE
gz ASgHp 32 8.114(0.007), 11.278(0.000) 2 25 f2l& Azgd).
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J|R[HIT R} olelnt AlREZ7Ie| MM ojx|s Fa}

(Z 9) 7Hd 20f st F7R24 22t DAP ) 0 vs DAP < 0

OLS regression

Cluster-adjusted Ordered Probit regression

Variable DAP ) 0 DAP £ 0 DAP ) 0 DAP £ 0
pred. (N= 455) (N= 501) (N= 455) (N= 501)
SIEN | Model 1 | Model 2 | Model 3 | Model 4 | Model 5 | Model 6 | Model 7 | Model 8
18.753
0.888 - S 0.5%6 B 0.910 -
D6 t (3525 (34'3)32 (3.28%) (5.17°)
0,134 1133 0.134 0.712
00651 LT s | | Gaey | T | 0se) | | aes™
- 0.376 B 0.575 - 0.215 - 0.397
b.oes2 ! (1.423) (2.313") (1.32) (2.62")
- 0.393 B 0.183 - 0.277 B 0.278
D.0e.53 : (1.659°) (0.868) (1.90°) 211
0.333 0.140 0.275 0.268
n.eest LT s - o603 | | aen | | (0
- 1140 - 0.79 - 0.546 - 0.408
.06 55 * (4.716™) (3.871°* (2.99°) (3.20°")
oo L | o4 | tas | sdzr | 2580 | 0997 | 0310 | 0206 | -1370
(0.206) (0.572) (2.506**) (0.991) (-0.74) (-0.18) (0.13) (-0.80)
. 1502 | _ | 208 | _ | 1ed | _ | 1182 | _
ROAD.CC Seore |+ | (¢ 59) (-0.833) (1.09) (0.68)
. R C | ame | oo | _ | lde
BORORE | v (1.233) (-1.793) (0.01) (:0.86)
. _ | 208 _ | asor | _ | 1s | _ | 0654
ROAD.CCSZ | (0.655) (-0.477) (0.90) (-0.44)
. _ 0.408 - 5.534 o | | 311
ROAD.CESS |+ (0.144) (2.203") (0.64) (1.89°)
. X - 8.698 | 0a0r | | 5162
ROADCESE | o (-0.216) (3.226") (-0.22) (2.73")
. — | o499 | _ | esw0 | _ | b3 | _ | 1
BOAHORES (-3.248"*) (-2.550*) (-1.73%) (-0.96)
control variables ? | Included Included Included Included Included | Included | Included | Included
ZIND Included Included Included Included Included | Included | Included | Included
2D Included Included Included Included Included | Included | Included | Included
adj. F (Pseudo &) 0.696 0.709 0.731 0.748 0.286 0.294 0.301 0.324
FValue (Wald 1) 40981 | 33.505%** | 57.493"* | 47.489"** | 359.86™* | 439.45"** | 519.92*** | 609.62***

1) W59 e (E 49 T} 22
2) OLS regression®] &3 9te] 3]

F3) Clustering-adjusted Ordered Probit regression®] A4
F4) O = A 1%, 5%, 10% FEAA £ YR (SESHT).
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The Effect of Corporate Governance on the
Association between Earnings and Credit Ratings

Jae Yong Shin* - Chung-Woo Suh** - Jong-Il Park***

Abstract

This study examines whether better corporate governance is associated with higher credit
ratings. Moreover, it investigates whether better corporate governance strengthens the positive
association between earnings and credit ratings. This study makes use of the quantified corporate
governance scores (CG score) as computed by the Korea Corporate Governance Service which
provides separate CG scores based on five categories (shareholder rights, board of directors,
disclosure, audit scheme and dividend policy) along with an overall total CG score. As for the
credit ratings, corporate bond ratings were considered. After imposing the data requirement,
the final sample used for this study results in 956 firm-year observations based on firms listed
in the Korean Stock Exchange from 2003 to 2009. For analyses purposes, this study employs
OLS and clustered-adjusted ordered probit regressions.

Even after controlling for possible factors that might influence credit ratings, we find that
higher corporate governance scores are associated with higher credit ratings. This result does
not only apply to the overall total CG score, but also when the five corporate governance categories
were considered individually which suggests that rating agencies award higher credit ratings
to firms with better corporate governance.

In examining the effect of corporate governance on the association between earnings and credit
ratings, we find no evidence that a higher overall total CG score strengthens the positive
association between earnings and credit ratings. However, when each of the five corporate

governance categories were considered individually, we find that a higher CG score related to
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disclosure and audit scheme is associated with a stronger positive relation between earnings
and credit ratings. This suggests that rating agencies perceive earnings reported by firms with
better corporate governance related to disclosure and audit scheme to be of higher quality
which are ultimately translated into higher credit ratings.

The Korean Securities Law distinguishes between firms with total assets less than and more
than 2 trillion KRW by imposing different requirements regarding the fraction of outside
directors. Since this unique regulatory setting could result in significantly higher corporate
scores for firms whose total assets exceed 2 trillion KRW than for firms whose total assets are
below 2 trillion KRW, this study conducts additional analyses by dividing the total sample into
firms with total assets less than and more than 2 trillion KRW. When considering the overall
total CG score we are able to confirm our result that a higher CG score is associated with higher
credit ratings for both subsamples. When the five corporate governance categories were considered
individually, however, we find that some corporate governance categories affect credit ratings
differently depending on the size of total assets. Specifically, the results show that rating agencies
consider corporate governance related to disclosure and audit scheme as important for the
subsample of firms with total assets less than 2 trillion, whereas corporate governance related
to the board of directors is considered as important for the subsample of firms with total assets
more than 2 trillion. Corporate governance related to shareholder rights and dividend policy appear
to be evaluated in the same manner by rating agencies regardless of the size of total assets.

Rating agencies may interpret earnings management through discretionary accruals as
degrading the quality of a firm's earnings. In other words, discretionary accruals might directly
influence the quality of earnings. As a robustness test, this study, thus, also examines the
effect of corporate governance on the association between earnings and credit ratings by dividing
the total sample into firms with positive and negative discretionary accruals. We do not obtain
significant results when considering the overall total CG score. When the five corporate governance
categories were considered individually, however, we find that some corporate governance categories
affect credit ratings differently depending on the degree of earnings management as measured
by discretionary accruals. In particular, for firms with negative discretionary accruals (i.e.
firms with smaller degrees of earnings management) rating agencies associate better corporate
governance related to disclosure and audit scheme with higher earnings quality which translates
into higher credit ratings. On the other hand, firms with positive discretionary accruals (i.e.
firms with greater degrees of earnings management) and better corporate governance related

to dividend policy are perceived to induce lower credit ratings. A possible explanation is that
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high levels of earnings in such firms are expected to be paid out as dividends rather than
reinvested in the firm which is negatively perceived by the rating agencies.

Our empirical results make academic and practical contributions. Academically, we have shown
that better corporate governance is associated with higher credit ratings and that rating
agencies perceive earnings reported by firms with better corporate governance related to
disclosure and audit scheme to be of higher quality which are ultimately translated into higher
credit ratings. This finding has important implications for practitioners as well in the course of

firm valuation by shedding light on how corporate governance is accounted for in credit ratings.

Key words: Corporate governance, Earnings quality, Discretionary accruals, Bond rating,

Credit rating agencies
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