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(Table 1) Sample

Type Bank Total Listed Unlisted
Nationwide Kookmin Bank 43 43 0
commercial Shinhan Bank 40 40 0
bank Woori Bank 46 41 5

Hana Bank 45 45 0
Standard Chartered Bank 45 17 28
Citi Bank 44 13 31
Korea Exchange Bank 44 44 0
Local Kyongnam Bank 46 0 46
bank Kwangju Bank 42 0 42
Daegu Bank 45 45 0
Busan Bank 44 44 0
Jeonbuk Bank 45 45 0
Jeju Bank 30 30 0
Special bank Industrial Bank of Korea 46 46 0
Final Sample 605 453 152
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(Table 2) Descriptive statistics and correlations for variables

Panel A) Total Sample, N=605

Variables Mean Std. Min Q1  Median Q3 Max
D(APOROA_EM) 0.2033 0.4028 0.0000 0.0000 0.0000 0.0000 1.0000
p(ANEROA EM) 0.2215 0.4156 0.0000 0.0000 0.0000 0.0000 1.0000
LLP; 0.0026 0.0022 -0.0005 0.0011 0.0020 0.0036 0.0112
EBTP;; 0.0041 0.0016 0.0003 0.0030 0.0041 0.0051 0.0096
LISTED:; ; 0.7487 0.4340 0.0000 0.0000 1.0000 1.0000 1.0000
CAP; - 0.1216 0.0170 0.0921 0.1084 0.1173 0.1329 0.1661
ANPL; 41 -0.0022 0.0099 -0.0597 -0.0034  -0.0004 0.0017 0.0171
ANPL; ¢ -0.0027 0.0115 -0.0748 -0.0035 -0.0004 0.0018 0.0175
ANPL; -0.0032 0.0131 -0.0798 -0.0038 -0.0005 0.0017 0.0172
ANPL; -2 -0.0038 0.0139 -0.0800 -0.0043 -0.0007 0.0016 0.0182
ALOAN; 0.0050 0.0566 -0.1731 -0.0244 0.0042 0.0350 0.1802
SIZE; ¢ 17.4732 1.2772  14.3440  16.6080  17.7344  18.4553 19.3842
AGDP; 0.0099 0.0116 -0.0460 0.0060 0.0100 0.0150 0.0350
AINDGRW,; 0.0036 0.1466 -0.2692 -0.0882 -0.0278 0.0294 0.4242
AUNEMP; 0.0062 0.0321 -0.0703 -0.0023 0.0000 0.0098 0.2047
WO, 0.0028 0.0039 0.0002 0.0009 0.0016 0.0031 0.0252
Panel B) LISTED=1, N=453

Variables Mean Std. Min Q1  Median Q3 Max
D(APOROA_EM) 0.2296 0.4210 0.0000 0.0000 0.0000 0.0000 1.0000
p(ANEROA EM) 0.2009 0.4011 0.0000 0.0000 0.0000 0.0000 1.0000
LLP; 0.0027 0.0022 -0.0005 0.0012 0.0021 0.0037 0.0112
EBTP;; 0.0043 0.0016 0.0003 0.0032 0.0042 0.0052 0.0096
CAP,; -1 0.1210 0.0167 0.0921 0.1080 0.1174 0.1329 0.1626
ANPL; 41 -0.0024 0.0101 -0.0597 -0.0036 -0.0004 0.0017 0.0171
ANPL;, -0.0027 0.0113 -0.0748 -0.0040 -0.0004 0.0018 0.0175
ANPL; -1 -0.0034 0.0131 -0.0798 -0.0042 -0.0004 0.0017 0.0172
ANPL; -2 -0.0040 0.0142 -0.0800 -0.0048 -0.0006 0.0016 0.0182
ALOAN; ¢ 0.0052 0.0524 -0.1731 -0.0207 0.0039 0.0333 0.1802
SIZE; ¢ 17.6090 1.3799  14.3440 16.7783  17.9313  18.8058  19.3842
AGDP; 0.0100 0.0114 -0.0460 0.0060 0.0110 0.0150 0.0350
AINDGR,; 0.0036 0.1466 -0.2692 -0.0882 -0.0278 0.0294 0.4242
AUNEMP; 0.0054 0.0290 -0.0703 -0.0017 0.0000 0.0092 0.2047
WO+ 0.0030 0.0041 0.0002 0.0010 0.0017 0.0033 0.0252
Panel C) LISTED=0, N=152

Variables Mean Std. Min Q1  Median Q3 Max
p(APOROA EM) 0.1250 0.3318 0.0000 0.0000 0.0000 0.0000 1.0000
P(ANEROA EM) 0.2829 0.4519 0.0000 0.0000 0.0000 1.0000 1.0000
LLP;; 0.0024 0.0022 -0.0005 0.0008 0.0016 0.0033 0.0112
EBTP;, 0.0037 0.0016 0.0003 0.0028 0.0037 0.0046 0.0096
CAP; -1 0.1233 0.0177 0.0940 0.1092 0.1173 0.1330 0.1661
ANPL; 41 -0.0017 0.0093 -0.0597 -0.0026 -0.0004 0.0018 0.0171
ANPL; ¢ -0.0025 0.0123 -0.0748 -0.0028 -0.0005 0.0017 0.0175
ANPL; - -0.0028 0.0132 -0.0798 -0.0030 -0.0007 0.0016 0.0172
ANPL; -2 -0.0030 0.0131 -0.0800 -0.0032 -0.0007 0.0015 0.0182
ALOAN; 0.0043 0.0678 -0.1731 -0.0372 0.0064 0.0468 0.1802
SIZE; 17.0683 0.7778  15.7726  16.4215 16.8784  17.8669  18.1866
AGDP; 0.0097 0.0122 -0.0460 0.0050 0.0095 0.0150 0.0350
AINDGRW, 0.0036 0.1466 -0.2692 -0.0882 -0.0278 0.0294 0.4242
AUNEMP; ¢ 0.0085 0.0400 -0.0703 -0.0041 0.0000 0.0118 0.2047
WO+ 0.0023 0.0032 0.0002 0.0008 0.0015 0.0029 0.0252
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(Table 3) Pearson correlations

Panel A) Total Sample, N=605

ROAP ROAN LLP, EBIP, LISTED. CAPy; ANPLi.; ANPly ANPLyy ANPlio ALOAN, SiZE. AGDE, AINDGRW, AUNEME. WO,
o 1.000
-0.269  1.000
ROAN (0001
0.082  0.001 1.000
LA 0.045  0.981
0.024  -0.017 0.365  1.000
BT 0558  0.679 {0001
0.113 -0.086 0071 0140  1.000
LISTE 0.006  0.035 0080 0.001
e 0.013 -0.010 -0.346 -0.167 -0.060  1.000
: 0746 0.799 (0001 ¢.0001  0.140
AN 0011 0112 0312 -0223 -0.030 0157  1.000
' 0780 0.006 (0001 ¢.0001 0457  0.000
L, 0.016 0.040 -0.193 -0.023 -0.007 0203 0.103  1.000
' 0.696 0329 (0001 0571  0.866 <0001  0.011
NP 0.104 -0.005 -0.258 -0.18 -0.017 0201 0385 0.207  1.000
' 0.010 0897 (0001 (0001  0.668 <0001 <.0001 (.0001
NP 0.001 0004 -0.235 -0.140 -0.031 0226 0306 032 0.5  1.000
' 0.982  0.922 (0001  0.001 0447 <0001 €.0001 €000  0.000
L0V, <0.053 -0.108 0.017 0072  0.007 0059 -0.234 0087 -0.162 -0.029  1.000
! 0192  0.008 0680 0077 0858 0.144 (0001 0033 (0001 0471
i, 0.028 0000 -0.086 0120 018 0258 0.081 0120 008  0.101 -0.055  1.000
' 049 099 0.034 0003 (0001 (0001 0.046 0003 0029 0013 0177
Acop, 0.031 -0.100 -0.146 0.051 0013 0.09% -0.156 -0.115 -0.151 -0.013  0.137 -0.056  1.000
' 0454 0014 0000 0207 0749 0019 0000 0005 0000 0753 0001 0.170
AIDGRY, 0.041 -0.174 0026 0082 -0.018 0016 -0.046 0140 -0.066  0.112  0.070  0.050  0.036 1.000
0310 (0001 0531 0044 0663 0691 0260 0001 0105 0006 0087 0217 0.373
AN, 0,023 -0.022 -0.097 0073 -0.042 0017 -0.005 0.08  0.048 0066 0094 0019  0.042 0.182 1.000
: 0569 0586 0017 0074 0306 0671 0910 0031 0237 0103 0021 0634 0.301 (0001
v, 0.048 -0.065 0442 0125 0075 -0.284 -0.217 -0.555 -0.230 -0.217 -0.044 -0.136  0.037 <0073  -0.058 1.000
’ 0.240  0.112 (0001  0.002 0064 <0001 <0001 <¢.0001 (0001 <0001 0279 0.001 0.366 0.074 0.158
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(Table 3) Pearson correlations (continued)

Panel B) LISTED=1, N=453

ROAP ROAN LLF: EBTR. CAF1 ANPLiser ANPLy ANPLw

ROAP 1.000

o
o

am,
o, S
U8 S L
e
Ll
a0 0
o, o
w8 o o
a0 o
T
o, 07
o, -0.050 -0.038  0.447  0.066 -0.302

0.285 0420 <0001  0.162 <(.0001

1.000

0.055
0.240
0.380
(.0001
0.247
(.0001
-0.289
(.0001
0.101
0.032
-0.139
0.003
-0.027
0.560
-0.002
0.967
-0.199
{.0001

1.000

0.156
0.001
0.299
(.0001
0.110
0.019
0.155
0.001
-0.139
0.003
0.147
0.002
0.089
0.059
-0.502
(.0001

1.000

0.095
0.043
-0.205
(.0001
0.126
0.007
-0.143
0.002
-0.083
0.076
0.044
0.349
-0.192
{.0001

ANP, [zi, t2 ALOAM;

1.000

-0.029
0.541
0.125
0.008

-0.028
0.558
0.125
0.008
0.065
0.167

-0.208

€.0001

1.000

-0.065
0.165
0.133
0.005

-0.005
0.916
0.000
0.999

-0.054
0.256

SIZE; ¢

1.000

-0.061
0.194
0.064
0.172
0.019
0.680

-0.155
0.001

AGDF;

1.000

0.023
0.621
0.021
0.653
0.043
0.366

AINDGRW, -~ AUNEMP;¢

1.000
0.132 1.000
0.005
-0.074 -0.069
0.118 0.143

ior

1.000
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(Table 3) Pearson correlations (continued)

Panel C) LISTED=0, N=152

ROAP ROAN LLPy EBTP; CAFyy ANPLis:; ANPLiy ANPLiv; ANPLivo ALOAN;:  SIZE;:  AGDFy; AINDGEW: AUNEMP,: — WO,
ROA P 1000
-0.237  1.000
ROA N 0.003
-0.089  -0.067  1.000
L 0.218 0412
0.054  -0.057 0570  1.000
EBIE 0505  0.484 (0001
0.015 0.014 -0.269 -0.258  1.000
CAbea 0.853  0.862  0.001  0.001
0.054  0.135 -0.367 -0.260  0.151 1.000
AP 0507 0.099 (0001 0.001  0.064
0.049  0.133 -0.272 -0.290  0.201 0.247  1.000
ANPL
0.550  0.102  0.001  0.000  0.013 0.002
SNPL 0.124  0.043 -0.38 -0.389  0.177 0.400  0.346 1.000
G 0.127  0.595 (.0001 <.0001  0.030  <.0001 (.0001
SN 0.088  0.053 -0475 -0.310 0.215 0513  0.410 0.332 1.000
" 0.278  0.521 €.0001 <.0001  0.008 <.0001 <0001 <0001
LLOAN. 0.017 -0.224 -0.090 0.046 0123 -0.103  0.039  -0.067 -0.031 1.000
& 0.834  0.006 0270 0570  0.131 0.206  0.635 0.413 0.703
B -0.072 0171 -0.119 -0.273 0411 0.022  -0.008  -0.066 0.030 -0.040  1.000
. 0.376  0.035 0.145  0.001 <0001 0.784 0919 0.421 0.713 0.621
260P. -0.061 -0.088 -0.205 -0.064 0.102 -0.208 -0.03 -0.174 0.034 0.148 -0.061  1.000
& 0452 0.280  0.011 0508  0.211 0.010  0.518 0.032 0.682 0.069  0.459
LINDGEIT -0.059 -0.165 0.091 0191  0.028 -0.107 0.123  -0.017 0.072 0.241  0.012 0.073 1.000
! 0.468  0.042 0266 0.019  0.730 0.188  0.131 0.839 0.379 0.003 0.887 0.373
LUNEUP -0.035 -0.049 -0.129 -0.002 -0.018 -0.015  0.086 0.057 0.069 0.263  0.068  0.087 0.289 1.000
. 0671 0546 0.114 0984  0.825 0.850  0.294 0.489 0.395 0.002  0.407  0.285 0.000
) -0.088 -0.131 0418 0316 -0.215 -0.285 -0.771  -0.377 -0.250 -0.023 -0.141  0.014 -0.066 -0.022  1.000
" 0.278  0.107 €.0001 (.0001  0.008 0.000 €.0001  (.0001 0.002 0776 0.084  0.867 0.416 0.792
1) Definitions of variables are the same as those in table 2
2) This table presents the Pearson correlations among main variables.
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(Table 4) Standardized difference

Interval just below zero

Interval just above zero

(-0.0008¢AROA0)

(0{AROA0.0008)

Total
obser(\)/aations Standardized difference Standardized difference
(Actual #), (Expected #) (Actual #), (Expected #]
. 1.535 1.650
P‘t“;&ﬁ f;g“)ks (91/226) (104/227)
(59.671/226) (70.326/227)
. 2.012 -0.956
Private banks (43/36) (19/66)

(N=152)

(22.038/86)

(28.959/66)

The standardized difference represents the difference between the observed and expected number of bank-quater in
an interval, standardized by the estimated standard deviation of the difference(Beatty and Petroni 2002).
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(Table 5) Result for hypothesis 1 test

LLP,, =, +’71EBTP1:¢ +’YQCAP it—1 +’Y3ANPL12¢+1 +’Y4ANPLL¢ +'Y5ANPL1:¢—1
+ANPL; g T A LOAN,  + 7 SIZE, , +7yA UNEMP, +v,yA GDP,
+m WO, + 2 QD+¢;,

LLP,, =0y+6EBTP,,+6,LISTED, , + 0, EBTP* LISTED, ,+6,CAP ,,_,
+OANPL; ;1 +6ANPL;  +6,ANPL, ;| +5ANPL, ;o +0ALOAN,,
+0,0SIZE; , + 6, A UNEMP, + 6, A GDP, , + 6, WO, , + 2QD+e¢,,

Listed Unlisted Full Sample

Variables Prediction Coeff. (t-stat.) Coeff. (t-stat.) Coeff. (t-stat.)
tereent ) 0.0051"" ~0.0044 0.0034""

P : (4.24) (-1.51) (3.03)
0.3301%** 0.6876*** 0.5637%**

EBTP * (5.92) (7.5) 6)

LISTED ? 0(1009?5;

EBTP+LISTED - _(0_'2221%9))
i ~0.0251%** -0.0082 ~0.0195°**

CAP (-4.44) -1.1) (-4.21)
-0.0348"** -0.0257 ~0.0361***

ANPLit+1 ! (-3.5) (-1.63) (-4.25)
0.0081 0.0716%** 0.0189**

ANPLi * (0.88) (4.46) (2.41)
~0.0081 -0.0093 0.0123**

ANPLi- ! -1.11) (-0.88) (-2.02)

0.0026 -0.0433%** -0.0070

ANPLiw2 ! (0.4) (-3.77) (-1.24)

i 0.0014 -0.0029 ~0.0001

ALOAN (0.79) (-1.62) (~0.08)

0.0000 0.0003* 0.0000

SIZE * (-0.72) (1.89) (-0.47)
) ~0.0052* -0.0038 ~0.0050**

AUNEMP (-1.74) (-1.22) (-2.23)
i -0.0292%** -0.0102 ~0.0268%*

AGDP (-3.68) (-0.97) (-4.09)
0.1868*** 0.2999*** 0.1897***

WO * (7.47) (4.98) (8.35)

Quarter Effect FIXED FIXED FIXED

Adj. R? 0.3594 0.6119 0.4013

Obs. 453 152 605

H2) Test for significance of difference in coefficient of EBTP between Listed banks and Unlisted banks.
Difference in coefficient of EBTP between Listed banks and Unlisted banks (z-statistic) is
-0.3575*"* (-3.3301).

1) Definitions of variables are the same as those in table 2. The number in the first row of each cell is the

parameter estimates and the number in parentheses of each cell is t-statistics. ***, **, and * denote the
significance of the parameter estimates at the 0.01, 0.05, and 0.10 levels, respectively.
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(Table 6) Result for hypothesis 2 test
Panel A) interval 0.0008
p(APOROA_EM,,) = ay+ o, LISTED, , + ay ASIZE, , + ,SIZE ,, +a,ALOAN,,
+a;ANPL,, + agAINDGRW, + X YD+ X QD+ ¢,
p(ANAROA_EM ,) = B+ B,LISTED, , + B,ASIZE, , + B,SIZE ,, + B,ALOAN;,
+B,ANPL, ,+ B, AINDGRW ,+ % YD+ % QD+ e,
APOROA EM ANEROA EM
Variables Prediction Coeff. (Wald-x?) Prediction Coeff. (Wald-x?
-4.2717 0.2783
9 ?
Intercept / (5.8905) ' (0.0294)
0.7729*** ~ -0.4053*
LISTED * (7.0749) (2.9126)
0.0542 ) 2.4112
ASIZE * (0.0002) (0.5727)
0.0225 -0.0332
SIZE * (0.0645) (0.1435)
-2.4000 -4.7795**
o ) o )
ALOAN ' (1.0038) ' (4.3018)
B 1.9565 5.0113
ANPL (0.0285) * (0.1446)
3.1571* ) ~1.4902
AINDGRW * (3.3065) (0.4585)
Year Effect FIXED FIXED
Quarter Effect FIXED FIXED
Pseudo R’ 0.0963 0.0924
Max-rescaled R° 0.1515 0.1415
Likelihood Ratio 61.2660 58.6306
Obs. Dep. Va.=1 123 134
Obs. Dep. Va.=0 482 471
Obs. 605 605
AT H45R M4Z 20164 8¢ 1395
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(Table 6) Result for hypothesis 2 test (continued)

Panel B) interval 0.0004

p(APOROA_EM,,) = oy +a, LISTED; , + a, ASIZE, , + a,SIZE ;, +a,ALOAN,,
+a;ANPL,, +agAINDGRW, + X YD+ X QD+ ¢,

p(ANAROA_EM ) = (3, + B, LISTED, ,+ B,ASIZE, , + B,SIZE ,, + 3, ALOAN,,
+B5ANPL, , + B AINDGRW ,+ 3 YD+ % QD+e,,

APOROA EM ANEROA EM
Variables Prediction Coeff. (Wald-x?) Prediction Coeff.(Wald-x?)
-14.5700 -1.2586
5 . o )

Intercept : (0.0015) ’ (0.3756)
0.7331** B -0.5405*

LISTED * (4.1011) (3.5659)
-4.5026 B 1.3872

ASIZE * (1.0781) (0.1315)
-0.0819 B 0.0135

SIZE - (0.6124) (0.0146)
-2.5435 -3.9718

o . o )

ALOAN ' (0.7043) ' (2.0209)
B 13.8933 5.5464

ANFL (0.5969) - (0.1082)
0.8814 B -0.3315

AINDGEW * (0.1595) (0.0114)
Year Effect FIXED FIXED
Quarter Effect FIXED FIXED
Pseudo R’ 0.0709 0.0904
Max-rescaled R° 0.1378 0.1667
Likelihood Ratio 44 5045 57.3102
Obs. Dep. Va.=1 71 80
Obs. Dep. Va.=0 534 525
Obs. 605 605

1) Definitions of variables are the same as those in table 2.

2) The number in the first row of each cell is the parameter estimates and the number in parentheses of each
cell is Wald-x2. ***, ** and * denote the significance of the parameter estimates at the 0.01, 0.05, and 0.10
levels, respectively.
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(Table 7) The effect of the government ownership on earnings smoothing

LLP, ;= +MEBTP, ,+7CAP ;,_ +ANPL;  , +yANPL, , +vANPL;
FAANPL; ;) % ALOAN, ; +SIZE, ; + g UNEMP, +7yA GDP,
+7m WOi,t +2 QD+ €it

LLP,;, =0y+6,EBTF, ;,+0,GOV, , + 0, EBTP* GOV, ;+6,CAP ;,_,

+6,ANPL,,,, +6,ANPL, ,+8;ANPL,, , +8ANPL,, ,+8,ALOAN,,

+06,4SIZE, , +6,, A UNEMP, +6,,A GDP, , +6,, WO, ,+ 2. QD+, ,

GOV=1 GOV=0 Full Sample
Variables Prediction Coeff. (t-stat.) Coeff. (t-stat.) Coeff. (t-stat.)
Intercent ) 0.0084 0.0059*** 0.0059***
P : (1.29) (4.13) (4.45)
0.2435** 0.4156*** 0.4041***
EBTP * (2.54) (6.10) 6.11)
0.0015**
GOV ? (2.56)
EBTP+GOV - ’8 22%2%5)3
) -0.0463*** -0.0183*** -0.0227***
CAP (-3.83) (-2.74) (-3.91)
0.0098 -0.0356*** -0.0357***
. ?
ANPLi ' (0.43) (-3.23) (-3.60)
0.1476*** -0.0087 0.0064
ANPLs * (5.26) (-0.87) (0.69)
0.0497** -0.0142* -0.0083
ANPLi - ! (2.33) (-1.81) (-1.14)
0.0259* 0.0001 0.0024
ANPLiz ! (1.82) (0.01) (0.36)
) -0.0042 0.0016 0.0013
ALOAN (-1.03) (0.86) 0.77)
-0.0001 -0.0002* -0.0001*
SIZE * (-0.18) (-1.93) (-1.65)
) -0.0069* -0.0046* -0.0053**
AUNEMP (-1.66) (-1.21) (-1.78)
) -0.0054 -0.0309*** -0.0296***
AGDP (-0.42) (-3.22) (-3.73)
0.3409*** 0.1336*** 0.1842%*
WO * (7.69) (4.56) (7.38)
Quarter Effect FIXED FIXED FIXED
Adj. R 0.5149 0.3709 0.3661
Obs. 130 323 453
H2) Test for significance of difference in coefficient of EBTP between banks with GOV=1 and banks
with GOV=0.

Difference in coefficient of EBTP between banks with GOV=1 and banks with GOV=0

(z-statistic)is -0.1720(-1.4620).

1) Definitions of variables are the same as those in table 2. The number in the first row of each cell is the

parameter estimates and the number in parentheses of each cell is t-statistics.
significance of the parameter estimates at the 0.01, 0.05, and 0.10 levels, respectively.
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(Table 8) The effect of the government ownership on earnings management

p(APOROA_EM,,) = ay+a,GOV,, + a,ASIZE,, + ,SIZE ,,+a,ALOAN,,
+a;ANPL,, +agAINDGRW, + 2 YD+ 3. QD+,

p(ANAROA_EM ) = fy+5,GOV;, + B, ASIZE, , + B,SIZE ,+ B,ALOAN,,
+B5,ANPL; , + B, AINDGRW |+ % YD+ QD+, ,

APOROA EM ANEROA EM

Variables Prediction Coeff. (Wald-x?) Prediction Coeff.(Wald-x?)
-6.0279 0.1552

: 2

Intercept : (7.7173) ’ (0.0057)
-0.704** ~ -0.2398
aov * (4.6981) (0.5044)
0.2256 ~ 2.1438
ASIZE * (0.0027) (0.2226)
0.1823 B -0.0282
SIZE * (2.6400) (0.0643)
-3.6084 -3.3365
ALOAN ? (1.603) ! (1.1677)
~ 4.1996 -3.8959
ANPL (0.1108) * (0.0767)
3.1418* B -2.4682
AINDGEW * (2.6754) (0.7496)
Year Effect FIXED FIXED
Quarter Effect FIXED FIXED
Pseudo K’ 0.1024 0.0940
Max-rescaled K 0.1553 0.1484
Likelihood Ratio 48.9391 44.7249
Obs. Dep. Va.=1 104 91
Obs. Dep. Va.=0 349 362
Obs. 453 453

1) Definitions of variables are the same as those in table 2.

2) The number in the first row of each cell is the parameter estimates and the number in parentheses of each
cell is Wald-x%. ™*, **, and * denote the significance of the parameter estimates at the 0.01, 0.05, and 0.10
levels, respectively.
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Abstract

This study examine whether listing status of banks can affect the use of LLP for earnings
management. Our findings are summarized as follows. First, we find that unlisted banks conduct
more earnings smoothing than listed banks. Second, listed banks make greater upward earnings
adjustments and less downward earnings adjustment than unlisted banks. Taken together,
listed banks have greater incentive for upward earnings management, whereas unlisted banks
prefer earnings smoothing to upward earnings management. In addition, we find that banks
with government ownership conduct more earnings smoothing and make less upward earnings
adjustments than otherwise. Overall, our finding suggest that listing status of banks and
government ownership of banks significantly affect use of LLP to manage earnings.

This study contributes to the banking literature by revealing the reason behind the conflicting
results on the earnings management using LLP and focusing on whether the firm is listed or
not. Previous studies only consider the county differences and the differences between testing
periods. This indicates that earnings management behaviors using LLP tend to change according
to manager's incentives arising from firm characteristics. Considering the current situation
under which Basel I is partially adopted, the findings of this paper are expected to provide
meaningful information not only to future researchers but also to market participants and

policy authorities.
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