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Using audit hours by rank-specific in Korean listed firms from 2014 to 2019, we examine whether there
is the effect of audits effort on the credit ratings (RATING) and the cost of debt (COD), and investigate
how audit effort mediates relationship between ROA and RATING (or COD). Specifically, we analyze
whether external information users (i.e., credit rating agencies and creditors) perceive increase in auditor’s
effort (i.e., rank-specific audit hours, total audit hours) as a proxy for audit quality or audit risk.
Overall, our results provide some evidence that the market reacts negatively to more audit hours, and
the results imply that market participants perceive that more audit effort is associated to firms with the
higher audit risk. We also find that the effect of more audit hours weaken the positive relation between
ROA and RATING or negative relation between ROA and COD. We also find that the frequency of
auditor's communication with corporate governance is negatively (positively) associated to RATING (or
COD). Thus, this study contributes to the literature on audit quality/risk by showing novel evidence that
the announcement of more audit hours are perceived a proxy for audit risk rather than audit quality from
rating agencies and creditors.
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FRE 247 AH_QM, AH Part, AH Acc,
7199l Wik Zak(e) e o] &3kt &,

=
AuHSg sutie 2w e 2 AuE S /X1 s HolFa )t wEha
Park(2007)9] ©< 2o ulg} Aiuso] A= %— A3 SIZER sha,
AH Jr, AH CTV 2 AH sum@.g dlo] Ad-dxy 3ok 3AEA &

o
2
=
g

ok E?ﬂ«] —r7§‘j?ﬂ”° 23 2t AH rank; = @y + @1SIZE;, + ).

14) &, E A9+ Lee and Choi(2018)9] F74dl ula} 7AIA7te] RES B33 Reor W njAy A HE v B
Fog F4E v Z@RV} ZHo] 31}*‘°ﬂ7ﬂ I Aue] A dis) o {4 JJr‘%% Ao 2 Zojt}, g Hoe 533t
nyoz FHE v ARe] FHHSFE AFA AT FAE etehe de o|EHoR e H2d F ey F
ERFE AP AR E wjoe @i"]&x}—o] AR whEe] Wl B34 ‘363—5 9 v AR gEl o5 ztet
(see through)& 4= =Ad #sIME Hele(visual) FEIF ofd, &, FAE FEI} ofghs HollA] o]5 F4o| o] g3 2%
Al Aloke] U= F Utk ¥, B Aol SIZE“& aeE o By Afe oA B By Jere FHol g

Eo] SIZEE 1#iste] vhotste H]“ 9 A7 A& AeE & Flolg, dustH FHolgAEe] V9 TE Hrke uf NG E
pgsl] s P ¢ 97 Lq1To]r)r 19k \’)—a] v AR 2 Tigt Al AES-S AR HgdEe }53_;(1.6], LK
FAe BAARR AAEkaL 9ol (Jeon and Park 2014: Jung 2015a, 2015b: Shin and Kim 2020), & 917<]
E 2ozt Atk 53] £ AT O~09 WS 53 FRo| 4 AFH A HiE FAE PRy E"]‘" JRE
g BAAe| 24E T2 Sl

ofN oZ O, i
o ¥ ofo
jo & rd’

HUFI
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v rzete] ARYA A B s TAEE
A1) 2 Friede S yedo(F, 4

AR AAZ A% 4 (1) RATINGIH Gy )
= CODo™ B¢ 0: AR e ® QA A
21(1)914 RATING®]®H B, ( 0 =& CODe]
W By 0). 2 2(2)9] BFdA TS
ROA*AH_ranke $4#57F RATINGE o £
3 k()9 SAAG Fe, T 2(2)0A #aw
F7F 45947 CODY o froldt (%) 34
Ad e BAThE 28373 2 AEAELS 7]
A4 THROA)E H7HE W) A3 AL i3l
MAEAGAIE) 2 Fridtte e vepd
(FAFEAR QA 744 2 (2) o4 RATINGe|®
B5) 0 E CODol™ 65 00 ZAIR = QA
745 21(2)ll4 RATINGo|H 85 ( 0 & CODo|

X
=
0
o
-

o
o] X743t tH(Ashbaugh-Skaife, Collins, and
LaFond 2006; Yang et al. 2007: Jiang 2008:
Hope, Kang, and Thomas 2009: Lee, Park,
and Yoon 2011: Park and Park 2012: Park
and Yoon 2013, 2014: Jo 2016: Li and
Richie 2016: Park and Shin 2018: Park and
Kim 2019; Shin and Park 2020). 2&d] 1%
g AT E A E(ROA), AR TR
(BIG4), A& 24 (DA), 71472 (SIZE),
AHlE(LEV), W& 4348 (GRW), A712HE9
AH7¥A] oiv] A7 (MTB), F7h%78 (VOL),
TASAHISSUE), A8 (BOND), =1AE&

I 2

WA ROAE 7199 o4& A fa 29
o 2eEAY. APAFEL 7]
4= RATING® el F(+)¢] @A, CODA
delr e () #AZ & Eastdth(Park
and Yoon 2013: Jeon and Park 2014; Li and
Richie 2016: Park and Kim 2019: Shin and
Park 2020). E3 ROA= 7Hd H3-1, H3-2¢
FA4egs 18T o B89 Wgo|tt. BIG4=
ALY AAEA S EAS BASH] 8 18"
Aoty A5 dIARIQI Big 4 374
Helo] ket 1A ¢ A F-Eoh fAEA
o =& 702 7|Yste®, BIG4+ RATINGO
el A <k (+)9 #AE, COD tial &(-)e &
A7 718t (Mansi, Maxwell, and Miller 2004;
Park and Park 2012: Shin and Park 2020).
o, APATFES AFE Te] =5 1 A
g4 dd oz A g Hol the 2RE
B339 H(Rye et al. 2015; Kim and Jeon
2016; Mun 2017b; Kim 2018 &). wehd &
AT MY HEEARE oteteT gl DA
(A e )& TAT F 7190 &55 2 B
AHEu]E7ke] #AE AHE et vt ol & 99
2 A++= Kothari et al.(2005)¢] 230l utz}
ROAZ} 5A1€ A% B S o] galin}. ™™ DA

0_11

15) Kothari et al.(2005)¢] ¢ 2&4]2 Park and Shin(2018)¢] el wieh F4sIich. AW WA} FHRIAL A9 =&

< Zmetd uhdth(p.935).
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Fol 5 RATINGS = (-)9 #41&, CODe
F(+)9] BAL o3 EH(Park and Yoon 2013;
Jeon and Park 2017; Park and Shin 2018).

719543 #dE 7 MR & 99 SIZE,
LEV, GRW, MTBE E&d 1839t} SIZE=
A Wepol digh 849 A2 & 4 glon,
3 7RI 245 0] B FodeR
2, SIZE= RATINGZ &(+)¢] #A4E, COD
()¢ AR oFErH(Ashbaugh-Skaife et al.
2006: Jeon and Park 2014: Shin and Park
2020). LEVE 7199 AFA =S vehdd,
e NPAFEES LEVZE F45 RATINGS &
()9 #AE, COD F(+)e] AL s Aoz
71t gt Ashbaugh-Skaife et al. 2006: Park
and Park 2012 Park and Yoon 2013: Jeon
and Park 2014). GRW¢} MTB= 719 844
= FAZIEE vt 7199 4840 =AY
FAN8 7Y 245 AE 384 v BY ¢
9ol GRW % MTB+= RATING®| % (+)9] &4
€, CODAl &(-)9 #AIE 712 Aoz 7|ge <
At (Jeon and Park 2014). 28y gHo = 4
Aol =2 71 YA ol x2d #Ql AA =
otk HolA AdBATEL o8 W RATING
% &9 #AE, CODSR= F(+)9 #AV &
Ao 2 dgtt(Park and Yoon 2013; Ge and
Kim 2014: Park and Kim 2019: Shin and
Park 2020). wWetA o] F Hge A5 454
o] AAE o Belth

VOLE F7Hlgd o2 3449 719982 e
T Hgolth. wgt JPH 5L VOLE RATING
o gl (=)o #AE, CODell tial F(+)9 &
AZ 718 bl Atk (Yang et al. 2007: Hope et
al. 2009: Jeon and Park 2014: Shin and

406

Park 2020). ISSUE®} BOND+ 7199 A2z
I #dE SAE SAsk] sl mdel =
APATEL AE2ES ok 7199 A9At= ©f
24 frolo] E=3-& B 13l tH(Choi and Paek
1999; Cohen and Zarowin 2010). %3+ A3 <A
TE2 ISSUES BONDE RATINGe dial &
(-)¢] B#AE, CODl dial F(+)e] #AE 71
g #} 9)tH(Jeon and Park 2014; Park and
Kim 2019; Shin and Park 2020).

o 2 A LFTR 9IS A St
o] FOR% OWNE Egd nejatict. HaddTE
& A2 FORY OWN EF RATINGH= %
(+)9 &4, CcODg= =(-)e #AZE dog B
139 H(Jeon and Park 2014; Park and Kim
2019: Shin and Park 2020). AGE9] 4% 714
AHATTE A5 PgA o] & 7Isdolehe A
AYPATES RATINGH ¥(+)9 #AE, COD
% 2(-)¢] #AE 7Id gt (Pittman and Fortin
2004; Lee et al. 2011; Jeon and Park 2014;
Shin and Park 2020). MKTE A&l mh2
Aol & FAst7] gk Mgoltt, MPAFoxe =
28N &8 7|0 f7bsd7I9E T o] 2
A7t o] E=52 Baskgith(Yoon 2001). whabA
MKT+ RATING# &(-) ¢l @415, COD ¥ (+)
of #AZE & Ao oAt (Park and Kim
2019: Shin and Park 2020).
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pIEPEE) Aow_ dEEEE D B
FAN 2R (DART) AN LA BAARS] )
270} 4 M%‘-’wﬂ A8 AT D AR ]
A, A szu AL, 2 an AR A

NICEJ“7} ( )«l KISVALUE tﬂomuﬂﬂéi
HE] B4 o3 7|gAE5H, ERQIAEH S 7]

B ARAR, 371 283 AFAARE S0 4%
Vs 719, (4) SRRl 2] TS2000 o
olEulo] 2R R YEFARE AR 95 THed
719, (5) ARG 2 A olsle] AL
we AGe AL, (6) FAANE NEOE A2
ZAPAIREe] 10041 1R Al e e Al
119 sy Al mhek 195 el &
AAEA 28614 201493 57)
AARYAS ARE AR gon

r\l

I o) o2

Aot &, 2 A9 #AWS(AH rank, CGcom
T ROA*AH sum)E 20143FE 201997149
AE7} o] EHU, B AFE BAA AIAEE S o] &
dta gler FEWMS(RATING, COD)E 2015
ARE 2020714 ¢] Ag7t o] SE T mEbA 74
o o] &8 A A8 2014%#—151 20207k €]

21(2) 9] MFEdlA 2t
Az A5 EU] HTEE A3 UnA|
F9] et 1%°1A

(Table 1)°l+= l"i:"—.oﬂ o] 8H HE APE Ex
(Panel A)S} 9=

Al A A
(Table 1)¢] Pane

>
i
[t
rg
=51
rf
olx
__>.~L‘
BN
2
o,

(Table 1) E29| Mei/diz 2%
Panel A: 41 £¥
xE
Industry N %
Az 5,779 67.4%
2144 252 2.9%
T 2 anfgd 633 7.4%
A =% 1,592 18.6%
et 319 3.7%
A 8,575 100.0%
Panel B: 94=4 #¥
Year 2014 2015 2016 2017 2018 2019 A
N 1,268 1,292 1,332 1,439 1,643 1,601 8,575
F1) Asle] Bf+= NICES /M B(F) 9] KISVALUES tii /& Bagh
%2) A7 S50 (4&’3@* )2 7o & 20159 HE 20208704 (20143 F-E 20199714]) Aradd

16) ¥ A7 Adgao W] upgt FAMAIZE] 100412 vvhs Bad 7|9 XA Al<fstath(Park and Park 2007:
Kwon and Ki 2011; Jeon and Park 2014; Park and Jeon 2018 ).
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EIR=E B B {%1(67 4%). 1 thgo] AuAg]
(18.6%)olch. =r 2 2vid(7.4%), 71EN3.7%),
A49(2.9%)9 739E FE] 10% o=z Yebyt
t}. Panel BE HH, 20149 % #¥o] 1,2687f=
7 A3, 20189 %E 1,643/ 2 714 Bt

V. d5EAM9l Z1}

4.1 7|1e&

(Table 2)°l= 241(1) 2 21(2)9] 23| nzd
?‘4 7N25AE YR AT, 38 AR

er %‘@’*P‘VHAH sum)4 7§-?‘-E 7\]‘5 #A% ©
W] SR AAR g2 F g HFE AAS
ATt (Table 2)5 ¥, F&¥ RATING (714
Eo7)Y HH(FHF)S 5.898(6)= 7|94l &
=9 it A 5.5(=55/10) 2t} 27 =t}
SR COD(X}‘” ojatE ~xyE)e ¥
Aore 3, HSEE HYge 4740
o] gho ]‘ﬂr Park and Kim 2019). O]% s
Asadazs A7) Yot Ed A
gokont, Fio o] &d A7 ENA ‘FZHX]'
ojA-&2] Ht(FHF) 2 4.8%(3.3%)°]1L, 7]
o|AES A AFolAE A~xH = 3.2%(1.8%)

1o,

r:u

_“ﬁ_ﬂ—ﬂ

MN mg froEy o olx

E

o

2 YEsit

WS F AFE AR AH QM(FA+
dAEA AL F)), AH Part(2@o]AHA T4
golAh), AH Acc(TEFUSIAAL, AH Jr(F%
FAS AL, AH_CTV (AL - A5 - 7423 7}
o AE7h e 72t B (5 ?)8 .508(2.398)
4.232(4.234), 6.190(6.140), 3.225(4.663)

1.817(0) 2 UeRGth 1V whaha] 239 7HA1A 7t
A Hdoxr HA AH Acc, AH Part, AH Jr,
AH QM, AH CTV &o.2 MR FE9jo] &
¥t AH sum(FHARIZH 9] 1t (597) < 6.674
(6.553)clth, AW #AS Foll BaskA] 3 0‘/},
@ e SHA v S (AH Ace, AH P
AH Jr, AH QM, AH CTV % AH sum)¢| 7|
it OLS 3AEA S 0] &3t57] wito] e

-

o2 909 28 4 delck. 5 AL A
RoaAE kot @ Yol SR ]

Ao £ <l ?2 a st AL 191 AR
o AAZE He AF AH_QM, AH Acc,
AH Part, AH Jr, AH CTVY 7} H#(595)
1.984(2.015), 4.175(4.159), 4.697(4.718),
1.564(3.689), 1.085(0)°]aL, AH sum<| 3-$&
4.299(4.306) % tF.'® CGeom (A 729 #AFY
Aold 3149 i (FH5) < 1.248(1.099)°] 1L,
AAZIE FHapr] A g 2.618(2)°]x, H%&
g 0, Fdghe 353t} wheha] 7RARlE St 2
3] o]} AujFxe] AFUAIAE T AL

>1-

7) AdRIE ] Ao AFE AR AH QM. AH Part, AH Ace, AH Jr, AH CTVe 7zt H3(F95)& 18(11),

99(69), 666(464), 399(264), 187(83)A17to]x, AH sum®]

8) AARIE 3] Aol ARG £ AdS 19T 4

9(8) 95(64), 128(112) 117(84), 19(14)A13t]at, AH sum®] 4 -9-+= 83 T4 AR ATk, Al 1919

T A A 2 FESAIAIL A FESIANAL )

FARIAAAH QM) %07 RN e A0 ehet, ED HAHRelAe

(2)9, AH Parte= 1(1)%, AH Acce 5%, AH Jr< 4(3)%, AH CTV
7(6)“*°]J_ AH sum®| #AREA $AE= 1409 "ﬂOIC}iTJr_

7} Bt ()&
238 gAAdsl 2

AT AR FE ke AR (AH CTV),
o) o]9ls=o] 7} ﬁiﬁ (F994)9] 45 AH QM2 2

408

7% 1,105(701) 417kl A},
WW?b AH QM, AH Part, AH Acc, AH Jr, AH CTVY

o] AHAH Part), ZAHEA} -

Korean Management Review Vol.51 Issue.2, April 2022



The Effect of the Rank-Specific Audit Hours/Total Audit Hours on Credit Ratings and the Cost of Debt

(Table 2) 2 H9| J|2EA

Variables AAEZ (N=8,575)

% ChiN A 5k gk
RATING 5.898 6 1.897 1 10
COD 0.500 0.500 0.289 0 1
AH_QM 2.508 2.398 0.805 0 6.810
AH_Part 4.232 4.234 0.881 0 7.407
AH_Acc 6.190 6.140 0.682 0 9.947
AH Jr 3.225 4.663 2.835 0 9.102
AH CTV 1.817 0 2.325 0 9.178
AH _sum 6.674 6.553 0.682 4.700 10.681
CGcom 1.248 1.099 0.257 0 3.584
ROA 0.006 0.021 0.107 -0.438 0.271
BIG4 0.472 0 0.499 0 1
DA 0.002 0.002 0.074 -0.626 0.512
SIZE 26.025 25.753 1.401 22.496 33.020
LEV 0.392 0.393 0.193 0.038 0.860
GRW 0.069 0.022 0.353 -0.628 2.067
MTB 1.810 1.214 1.827 0.296 11.698
VOL 0.481 0.447 0.192 0.169 1.145
ISSUE 0.232 0 0.422 0 1
BOND 0.102 0 0.303 0 1
FOR 0.068 0.026 0.102 0 0.528
OWN 0.392 0.387 0.646 0.070 0.785
AGE 3.254 3.296 0.646 0.693 4.812
MKT 0.596 1 0.491 0 1

) W] Hel: RATING= t+14%E 719A85H: COD= t+ 1% B E Ao|ag 22 =R 25e] S50

T2 3% AH QM= 1% FAANHEAE A 5)9] ATt AA2 3 AH Part= td% @90 W dFrAolh
AR e AR AH Ace= td%e S5FA3AAS] AR ] AR T AH Jr= td % F53A AR AR
AQRT AH CTV= td% AL - Al - 7HX157E 58] ZAAIREe] A2 AH sum= td % St Al 2
OGeom= %= Aul729ke] AFUAlA ol AA2T: ROA= tdE 7]l /71234 BIG4= td% Big 4 7
ARelel® 1, o™ 0: DA= tid%= Kothau et al.(2005)¢] o w& ROA AoHeA AFA B SIZE= td% FA

Abd] AAA R LEV= td% A8 &(=F5A/FA4) 0 GRW= td% (F7|mjEd-A7]mjEd)/A71m&9: MTB= td
% AR AR VOL- (4% 1d7te] 245080l B (9 AR): [SSUE= mg 45 @ )
gol® 1, ofy™ 0: BOND= td&= AFE g 71gol 1, ofd® 0; FOR= td% 957¢] Al&&; OWN= tdx= ti+
FALE(EFAAAES £ AGE= td= 7|9ARAT AART: MKT= tdE 2ol &5 7 O*O]ﬂi 1, 787

F2) BN FEWUF(BANS) & 71F02 20159 5H 20209704 (2014958 201997H4]) A&
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2 Vet

71 BARSFE et s FHCE AT
HH ROA(FAMII &) Hie 0.00622 &
(+)9] s3]0 1, BIG4(7U Kl =) 9] B 0.472

2 it BEAA 4
3 A A
(44 )] B

37199 dek duk w7t o
uko- 710 2 JERtth DA
< 0.002¢]a, SIZE(71Y
TR Hit 26.025¢]¢}. SIZE %?4 A5 A
AR5 Fsy] A9 g 1,140,880 5k 0|9l
o}, LEV(F-Au£) 9] Hie 0.3922 Ap7|2HEo]
Efelab el Ha =7 Yebskth GRW(HEY 474
5)9 F2 0.0690] 32, MTB(A7|AHEo] A5-71
| oiv] Alg7EA)) 9] it 1.8100.2 VEh AHE
HE7FA Bk A37RA7E o 2T VOL(1d 7]
) e 0.481% 197 F449&

T WEAo] e 50% F =9t ISSUE(H
ol ) 3 BOND(3|ALAY wejod 7)o &
0.232¢F 0.102% e} 79 23.2%1A
A2 AAEI L, 10.2%04 A S W) st

N
oX
4z

N
(K
offt

il
)
)

Y

ox N ox 1o —‘W 10,
of

off I3 oy

o AR S5l FOR(ITAALL) o] B
0.068°]3, OWN(HFFAE&)2 He
2 ehih AGECIRS] AYE)s

o)1, AARIE Heb) Aol ghe B
o] Y& 0.5962.2
guct

ot MKT(AA+4)
Fxg710] F7HsH7

4.2 S

(Table 3)¥} (Table 4)9l& F& MFES] voj&
FHBAS Hasigich, AW AAA (Table 3)dlle
2(1)9 Zgof o] &d W T TEHFS A5
AN ZHAH QM, AH Part, AH Ace, AH Jr,
AH CTV)9] 3323, (Table )& T5HF
Uz "EEo] ARAE el A ST

(Table 3)& W WA AH sum< &4
RATING ®:= CODel el 22 & (-) 3 ¥(

oA FAACE fofd ghd oyt Wi 7HA
HI-1, H1-29] A4l 25 ZARIZHAH rank)

Y

(Table 3) S&rot ehaliol Mk

Variable RATING COD AH QM | AH Part | AH Acc AH Jr | AH CTV | AH sum
(1) RATING 1
(2) cob -0.391*** 1
(3) AH QM 0.010 0.028*** 1
(4) AH Part | -0.080***| 0.139"**| 0.260"*"
(5) AH Acc | -0.035"**| 0.038"**| 0.525"** | 0.263*** 1
(6) AH Jr 0.070***| -0.110***| 0.442"** | -0.255"**| 0.342"** 1
(1) AH.CTV | 0.073***| -0.054™**| 0.543"** | -0.003 0.555*** | 0.678"** 1
(8) AH sum | -0.010 0.014 0.623*** | 0.297***| 0.905*** | 0.592*** | 0.706"* 1
(9) SIZE 0.129"*| -0.155"**| 0.499*** | 0.185™*| 0.671™* | 0.465™** | 0.615™** | 0.748***

F1) Wee] o) (Table 2)9) Skt 28
29) BAPIGE FEUREINS) S 7]
%3

) ***‘ **‘ e 7}7_} 1%. 5%, 10% 4 ()ﬂ}\" Tr,]tﬂ— (F=AA

b= e

410

X BRoy AdAs
Fo=2 201595 202097H41 (20149 5FE 20199714)) o] A5 .

).

&= ol

A5
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ol
o
¢

¢

£ 594 RATINGe tis]l AH_ QMR

231, AH Part, AH Acce 93 &(-)9
#49E, AH Jr, AH CTVE 23 %(+)9 A
Fog vehd A5l AR whet 71940
woll PlA = G Apol7t Aot wek TEW
CODell el AH_QM, AH Part, AH Acce 2
o F(+)9 FBAEE, AH Jr, AH CTVE 93
=)< o] et AH QM2 #19]& AH Part,
AH Acc, AH Jr, AH CTVE 9 RATING#
Frakeh Wh-& Holx Itk Hgk (Table 4)l4] 7F
A H2-1, H2-29] #HS<1 CGeom RATING
of digl ol ()9 FHAFE, COD sl
gk ok(+)9] AwA o7 Vel skA|Tk o] 2 g
Z A E

_O|L
B
se
=

off M ox 1o 1o

al
multivariate) 3754

a2 Al E91e F g7} Sl
33 (Table 3)9|4] SIZE= AH sum® 0.748
2 ES A (H)Y AP e 9eEs B
ATt ole APAFEA Eusta o] 71dt
B AR gist 7HE Fag A gol7] uf
Folth(Park and Park 2007: Kwon and Ki
2011 %), Hg 259 ZAAREe] A5% AH Part
Z A3 Yz MEELS QA oz AiAdo] E
el ATHAH QM: 0.499, AH Acc: 0.671,
AH Jr: 0.465, AH CTV: 0.615). 283+ Hol
A SIZEE AH_sum F& A5EH ZARAIZE] 2k
2 & FHote] B & AdaAfo] &A1
A7, B AFe AR g F3 O WY o
9o = o] &l gt MeiA <l (alternative) WHL
274 EE BAS Y SR @9 HHE

Heste] Au Y = Q9 WS WAL SHA
& Fste B A SIZEE AHRT=E g 24}
(e) gko] o] -§57] wjiel] o] A} gk 427l
A SIZESH A1 (orthogonal) (| B2, o]ZA 344
AL A E 2(1)F 2(2)9] 2Fd st

4 o] SIZESh= “#de] §iA Erh(Pittman and
Fortin 2004). Z8]3 ARzl &9 Qs
2 UE FAARD S AT Q9 WS O W
Ak SIZESHe] Ao & o woln 19

] gl
Aw HARA Aol o5 We el HEIAN 2

A7 YA E Bls) & Fat sl

(Table 4)°1A 71} SAWFe] 275 A5H
W F&MSE RATING B8 CODE HAZ B4
ol fo8 ABAE Holu Y}, FAA R,
ROA, BIG4, SIZE, GRW, FOR, OWN, AGEE
RATING® thal ol g < (+)<] F#4d <, DA,
LEV, MTB, VOL, ISSUE, BOND, MKT&
RATINGe i3l frofet &(-)9] Fa ot Egt
ROA, BIG4, SIZE, FOR, OWN, AGEE CODel
e ol ()9 4#4S, DA, LEV, GRW,
MTB, VOL, ISSUE, BOND, MKT¥ CODel o
a free ()9 FRAgoltt. mekd GRWH
RATING# CODell sl zto] & BTt T4 o
e FANId E] AU Big 4 ZAkIe] AL

s, 719t R7E 245, e 4340l =AY
=TRIA RS e T FAEE] =AY 7194
A7E A 1A ETHol B, AT A
FEol 5eFE, BN EC 255, AL A
TR AR A7 245, F7 0l 24
5 & 71, Aag

e Oﬁ
O]
3
2 =
>
ofo ol
>~
>
2
it
1
I,
Ol
ol

N
e -
o

19) dg 5o, AR 199 A5 drplite
Wd2 0.276, 0.149, 0.281, 0.428, 0.5552 LERSITE.
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(Table 4)

Z=AH|

Tof SHET 7ho| M|

Variable | RATING | COD | CGeom | ROA | BIG4 DA SZE | LEV | GRW | MIB | VOL | ISSUE | BOND | FOR | OWN | AGE | MKT
(1) RATING | 1

@ cop |03 1

(3) COoom | -0.048" | 0076™ | 1

(4) ROA 0497 1 -0.349" | 0.083™ | 1

(5) BIG4 | 0.208™ | 0.025™ | 00127 | 0112 1

(6] DA D187 | 0.061" | 0013 | 002%™ | 0016 1

() SIZE- | 0.129™ [ 01357 | 0.2007°" | 0.249™ | 0427 | -0.009 1

(8) LEV | -0.600" | 0.256™ | 0.047* [ -0.228™ | 0051 | 00607 013" 1

(9) GRIW | 0.0 | 003" | 0005 | 0161 |-0.013 | 0.13"] .08 | 0.012 1

(100 MTB [ -0.13™ | 0055 | 0.005 | -0.201"" | -0.071°"" | 0.028"" | -0.237" | 0.069"" | 012" | 1

(1) VOL | -0316 | 0282 | -0.025™ | 0.280™ | 0.201" | 0.053™ | 0387 | 0.124™ | 0.04™ | 0.362™ | 1

(12) ISSUE | -0.205" | 0.091"* | -0.003 | -0.24™ | -0.116™" | 0.050" | 02107 | 0.036"" | 0.064™" | 0.236"" | 0.321"" | 1

(13) BOND | -0.114™ | 0.088™ | 0.009™ [ 0.02 | 0.167""| 0.020° | 037" | 0.238" | 0007 | -0.051"" | 0.002"" | -0038"™" | 1

(14) FOR 0257 | -0.136™ | 0.124™ | 0.200" | 0.261™* | -0.088"™" | 0.520*" | -0.096™" | 0.008 | 0.029™ | -0.233"" | -0.096" | 013" | 1

(15) OWN | 02437 | 0.268"™ | 0.050"" [ 0247 | 0.2007"| 0.013 | 01907 | -0.088" | 0.094™ | 0.4 | 0.218"" | -0.303"" | 0.024" | -0.037™ | 1

(16) AGE 00317 | -0.0447 | 0.084™ | 0.043™* | 005" | 0015 | 0.213™ | 0.086™ | 0.070" | 0181 | 0.139™* | -0.168™ | 0.072°"* | 0.051" | 018" | 1

(170 MET [ 0067 | 0077 | -0.082" | 0.090"* | .87 | 0.024™ | 0552 | 0.010"* | 0.089™" | 0.076™ | 0.256™ | 0.208™" | -0.212"" | 0.3 | -0.287" | 0355 | 1

F1) W Aol (Table 2)9] WE3 25, R ARF2 goje AAAFY.
F2) BAVIZEE FEHUF(IANS) & V1R 20159 5H 20209704 (20149 58 201997H4]) A=,

F3) L e A 1%, 5%, 10% el f2l 3H
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u Ao ARIHA] tu] AT 245, F7F
A0l 245, £ IS 2T 719
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4.3 7kd 13t 20| ASZET}

WA 7Md 1(H1-1) 2 7 2(H2-1) & A%
7] 3te] 2 (1)e] S o] &3 il A EA
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N4 RATINGO 2L, B S= A58 A7t
AH QM, AH Part, AH Acc, AH Jr, AH CTV),

= A rzete] AFYAelA 24 (CGeom) o]t
TE5WUF RATINGS MEEdHgo|ng & o
£ Ordered Logit 3|AEA 0w ad A3E B
Atk #4528 (DFE 57 43
17+e] A3bo]l(AH rank), 428 (6)
APAIZHAH sum)9] Azto]H, Bl %A 02 Ao}
ATk Tg Panel Adle @< ol met 25
TAMAIZY/ZZAA Yl A9 20 3he F s A3E,
Panel Boll= @9] el whet 258 AT/ F

—

Borr ol e

>

Panel Al H1-19 #4WH<9 AH ranke
735 WS RATINGS s €% #48 opy
2} DAE AT Fol= A2 S0 Ag #%e
Holw glu, &

SAHCE ol (-
Ql AH sum 9A] A5H AR 2 5-¢F frAfst

A foIF 209 AF el %, FABIAE
PN
e

©
B
9,
&
I
o
oﬂv
d

i
>,
>,
=

Hw hy ]
AEHF 1B AT AN Fo|t E7H)
Az F]lo] B Z1gel tiel ZAtER Y] L

2 Hrl|EgE A gl =99 7dez 9
Aste] AlgSFS U 2FeteE AS Uehdd
Panel BelAE AH CTVE Al9shd o

Ag 2442 B AFY AW

~
18
>

20) Ordered Logit 3]#&AelAe Ao Uigd o544

g gte] EAlgke delM & A7 (Table 5)9 &4

E/N
Y, o

 VIF ol AlgEA gett. 2y vds3idie] &xle 4
3l OLS 3]7184 & o]&ste] ¥ kel VIF #he 8ol

oFx] (Table 3)llA SIZESF 7P Aol =9k Wi4= AH sum©.2 Uehgdth wiaba (Table 5)9] Panel AdA 23 (6))
g VIF g& &0l 2 A3k VIFY #o] 7P 5 W4e SIZEYAL, 2 32 4.03010t). =3 vz SIZES Aol
=9 s AH Acela, 23 (3)ol tiel]l VIF g2 818 Az} ¥ 3 SIZECIAM 3.592 7P A Jelyth 848 VIF
grol 10 Aeishd ¥zte] a4l A7 4743 ZAor ddsieg Ao Az & o ¥azte] g3dad #Ae 2

2 A28 4L on vvlx] 24udse A9E Pqun

23 WY AR ot =8 Panel BlA SIZEE Hu

(orthogonal) Al #A1sPd ¥ w4 S & SIZES Zddel gl dnke AellA 28 (6)9 4 VIF gho] 73 =39
H7h 9Al SIZESLen, L ghol 2.77% Panel A9 7418t} o wolglth. o] F AAJE] = (Table 6)¢] A= (Table 5l At

$2 N5 FUSER, dAel 499 VIFe Ase 2
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(Table 5) AH_rank % CGcomoO| RATINGO] olxl& ¥&: H1-1, H2-1

RATING;+; = By + BAH rank; + 8.CGcom; + BsROA; + BiBIG4; + BsDA; + BsSIZE:
+ BILEVy + GsGRWy + BoMTB; + B10VOLe + BiISSUE; + £12BOND;
+ BisFOR, + By OWN; + BisAGE; + BigMKT, + YIND + 3YD + &

(1)

Panel A: A% FAMRHZ AR ] A2 g (N=8.575)

Ordered Logit regression (#£¥4 = RATING)
Variables pred. AH QM AH Part AH Acc AH Jr AH CTV AH sum
Sl 0((%5))4* 0(%))17 0 1(2)8*** 0 (%2)*** 0(%)03 0 2(221***
ALzl /7] -1.748) | (-0.644) | (-3.500) | (-3.071) | (-0.185) | [(-4.221)
CGeom +/- -0.182** -0.200** -0.170** -0.194** -0.202** -0.150%
(-2.197) (-2.441) (-2.068) (-2.373) (-2.457) (-1.807)
ROA + 8.330*** 8.340*** 8.293*** 8.340*** 8.349*** 8.250***
(34.539] (34.517] (34.363] (34.615) (34.621] (34.105]
BIG4 4 0.117* 0.079 0.119%** 0.264** 0.099* 0.192%**
(2.451) (1.585] (2.576) (3.657] (1.652] (3.738)
DA ~ -5.572** -5.575%** -5.574** -5. 577" -5.576** -5.583***
(-19.839] (-19.852) (-19.854] (-19.864) (-19.846]) (-19.895]
SI7E R 0.038 0.030 0.071%** 0.036 0.027 0.094***
(1.560) (1.240) (2.696) (1.562] (1.103) (3.340)
LEV ~ -7.288"** -7.289*** -7.243"* -7.281"" -7.290"** -7.231"
(-53.329] (-53.333] (-52.760) (-53.278] (-53.332] (-52.660)
GRW +/- 0.046 0.043 0.046 0.045 0.044 0.043
(0.778) (0.731) (0.772) (0.755) (0.739) (0.717)
MTB +/- 0.093*** 0.093*** 0.092*** 0.093*** 0.093*** 0.092***
(7.176) (7.216) (7.116) (7.194) (7.195) (7.160)
VOL ~ -1.698*** -1.698** -1.681%** -1.702*** -1.700*** -1.669***
(-13.019] (-13.010] (-12.869] (-13.052) (-13.037) (-12.775]
1SSUE ~ -0.307** -0.308** -0.305"* -0.312*** -0.309*** -0.305"**
(-5.865] (-5.885) (-5.836) (-5.972] (-5.910] (-5.825])
BOND ~ -0.179** -0.179** -0.182"** -0.181*** -0.180*** -0.178"*
(-2.570] (-2.572] (-2.616) (-2.597) (-2.579] (-2.557]
FOR 4 2.461%** 2.461%** 2.512%** 2.467%* 2.458%** 2.535%**
(10.037] (10.034] (10.215] (10.064) (10.023] (10.295]
OWN 4 1.186*** 1.198*** 1.153*** 1.206** 1.204*** 1.133***
(8.853) (8.954) (8.588) (9.031) (9.016) (8.419)
AGE + 0.049 0.048 0.048 0.050 0.048 0.047
(1.430) (1.410] (1.407) (1.480] (1.420) (1.393)
MKT ~ -0.056 -0.058 -0.047 -0.056 -0.059 -0.045
(-1.111] (-1.150] (-0.916) (-1.105) (-1.161] (-0.880]
XIND Yes Yes Yes Yes Yes Yes
2YD Yes Yes Yes Yes Yes Yes
Pseudo R® 0.210 0.210 0.210 0.210 0.210 0.210
LR chi2 7284.08"* | 7281.44™** | 7293.28*** | 7290.46*** | 7281.06™** | 7298.86"**
Panel B: A5H AP/ F ALY B8 SHAE o83 4% (N=8,575)
Ordered Logit regression (£<84= RATING)
Variables pred. AH QM AH Part AH Acc AH Jr AH CTV AH sum
Sl 0(%))52 0(%))30 0 l(gzl*** 0(%))62 0((?{3 0 2(221***
Rl 1| -1525) | (-1.036) | [-2.734) | (-1.524) | [0.542) | (-4.078)
Con.tro] Yes Yes Yes Yes Yes Yes
variable
Pseudo R 0.210 0.210 0.210 0.210 0.210 0.210
LR chi2 7283.35°F | 7282.10*** | 7288.50%** | 7283.35%** | 7281.32*** | 7297.67***

F1) | Aol (Table 2)°] W& 24
Zt o] tig SAAS z g,
F3) e 1%, 5%, 10% A FAAJ(FEAETD).

F2) B3 FA =
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o Sl AT F7RY 0l F astthe Aol
AN E W3 #do] 9lermR  CGeomd
A= 94 AH rank/AH sum9 7% fAle
Aztolt}, whebA 7Hd H2-1& 7174 1, ZAER
Hrhes ZAIE wo] AAE AFE et

718} BAWMG AZe A2 ROA, BIG4,
SIZE, MTB, FOR, OWN< RATING®] th&l
o F(+ ﬂ #AE, DA, LEV, VOL, ISSUE,
BONDE= foet 2(-)9 #AZ Jeyith 12y
(Table 4>4 TG o] ARBAEN A 2
2], GRW, AGE, MKT+ RATINGe thal] o o]
3 frefe #AZ JepuA = &sikt

gz 7 1(H1-2) 2 7Hd 2(H2-2)8 A
Fol7] flate] 21(1)9 232 o] &3 opi T 3]
o] A3}= (Table 6)°l] sttt 21(1)¢] %
W4 CODE 3ta, BAHUSFE AT A4
(AH QM, AH Part, AH Acc, AH Jr, AH CTV),
T Apfrzeke] AgyA el B4(CGeom)©]t.
W, FEHWS CODE U5HFo|nz B AFE
OLS 3AeM ez ¥ A%E Husprt. v
2] 9] B A (Table 59 725
Abatet.
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grol B8 (1) FE (6)7HA BF BAACR 79
b Rro R et AR A4 Aol da
Fo] Aol Adj. R 0.266°4 0.268 A
12 Yebsit
Panel AolA H1-29] #AHF9 AH ranke £
oD tiell 4% Wit oflet DAE &
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(Table 6) AH_rank ¥ CGcomo| CODdll O|x|l= ¥ H1-2, H2-2

CODy+; = By + BIAH rank, + B:.CGeom; + B:ROA; + BiBIG4; + B:DA; + BsSIZE;
+ B/LEVy + GGRW, + BoMTB, + BigVOL; + B1ISSUE; + B12BOND; (D
+ Bi3sFOR, + Bl OWN; + BisAGE, + BisMKT, + YIND + 2YD + &

Panel A: A% MR Z AR ] AA2T §F (N=8.575)

OLS regression (££¥+= COD)
Variables pred. AH QM AH Part AH Acc AH Jr AH CTV AH sum
sign (1) (2) (3) (4) (5) (6)
Intercent 0.637*** 0.622%* 0.647*** 0.619** 0.743*** 0.664***
reep (7.402) (7.330] (7.562) (7.241) (8.313) (7.771)
AH rank 0.010** 0.013%** 0.022%** 0.003* 0.010*** 0.039***
— [2.447) (3.613) (3.802] (1.652) (4.971) (5.304)
CGeom 0.033*** 0.035%%F 0.032%*% 0.037%*F 0.032%*% 0.028*F
(2.942) (3.120] (2.874) (3.305) (2.895] (2.483)
ROA -0.549*** -0.545*** -0.544*** -0.552%** -0.546"** -0.536"*
(-18.820] (-18.665] (-18.651) (-18.952] (-18.746]) (-18.311)
BICA4 -0.025™"* -0.010 -0.024"** -0.033"** -0.046""* -0.037""*
(-3.771] (-1.460) (-3.795] (-3.290] (-5.650] (-5.284)
DA 0.144*** 0.146*** 0.145*** 0.145** 0.151%** 0.146***
(3.924) (3.980) (3.971) (3.968) (4.120) (4.002)
SIZE -0.007*" -0.007"" -0.011" -0.005 -0.010™"* -0.016™"*
(-1.993] (-2.285) (-3.051) (-1.587] (-2.937] (-4.138)
LEV 0.277*** 0.276*** 0.270*** 0.277** 0.276*** 0.267***
(17.501) (17.471) (16.954] (17.465) (17.439] (16.739]
GRW 0.039*** 0.040*** 0.039*** 0.039*** 0.040*** 0.040***
(4.950) (5.032] (4.979) (4.978) (5.095) (5.019)
MTB 0.002 0.002 0.002 0.002 0.002 0.002
(1.284) (1.125) (1.389) (1.270) (0.958] (1.331)
VOL 0.166"** 0.164** 0.163*** 0.166** 0.166™** 0.160***
(9.498) (9.421] 9.317) (9.529] (9.513) 9.174)
ISSUE 0.044*** 0.044*** 0.044*** 0.045*** 0.045%** 0.044***
(6.237) (6.211) (6.190) (6.329) (6.299) (6.176)
BOND 0.012 0.012 0.013 0.013 0.011 0.012
(1.279) (1.200] (1.304) (1.310] (1.098) (1.231)
FOR -0.157"* -0.160*** -0.164"** -0.157*** -0.161"** -0.170***
(-4.728] (-4.818] (-4.935] (-4.737] (-4.869] (-5.112]
OWN -0.249" -0.248"" -0.245"" -0.253""* -0.251"" -0.240""*
(-13.672) (-13.589] (-13.396) (-13.909) (-13.787) (-13.093)
AGE -0.003 -0.003 -0.003 -0.004 -0.003 -0.003
(-0.750] (-0.693] (-0.689] (-0.780) (-0.676] (-0.667]
MKT -0.019"* -0.019""" -0.020"** -0.019""* -0.017*" -0.020"**
(-2.711] (-2.700] (-2.876]) (-2.684) (-2.497] (-2.933]
XIND Yes Yes Yes Yes Yes Yes
2YD Yes Yes Yes Yes Yes Yes
Adj R 0.266 0.267 0.267 0.266 0.268 0.268
F value 125.37*** 125,757 125.83"* 125.19% 126.39*** 126.58"**
Panel B: A& FHRARY/FAAZEE] v} SHAE o] 8ot A+ (N=8,575)
OLS regression (255 = C0D)
Variables AH QM AH_Part AH_Acc AH Jr AH_CTV AH sum
(1) (2) (3) (4) (5) (6)
AH rank 0.009* 0.011%** 0.017*** 0.009 0.008** 0.032%**
- (1.849) (2.725]) (2.779] (1.593] (2.560) (4.068]
g;ﬁgb% Yes Yes Yes Yes Yes Yes
Adj R 0.266 0.266 0.266 0.266 0.266 0.267
F value 125.23 125.45 125.46 125.18 125.40 125.94
1) ¥4 F = (Table 2)9] &3 25

2) B FAE 2 e 0g AAAT ¢ 99,
F3) e 1/ 5%, 10% <+
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ASE PAsh SUhE Aolg HolA gyt ol
@ AE AR PIDE AQRIE AT BS
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o2, 2 AdAMe O W oAl @9 WEel v
J ZHAE o]-g3lo] AH rank(AH QM, AH Part,
AH Acc, AH Jr, AH CTV) ¥ AH sum® Z+ =
A4S 7|FoR FYFhRTt =od 1, ofyH 09l

ISR 593§ ROASS JEA4ELE 7
o o}

AM Ecgo}v} E}HJ Exﬂbﬂ# 735 gm Table
5) % (Table 6)° A¥}¢t HWrhE Ao|E HolA|
ool AW A BAMEE FHo7 QdRE 2
el Baskeitt,

W24 Panel A9t B4l ROA= RATINGO| &l
T2t ok(+)9 #AZ, CODdl thal #2l3 &
(=) AR Yebytth. T3 Panel A% BellA] 7}
A HI1-1, H1-29] w49 2398 ZAzke uH
AZ RATINGZ CODell tis #4491 whgo] 9l
£ o2 Yehtu 9t ol F4AA &2t of
o] ZEYAE AA ] HIP} o] FANEAE A
E3to] B4 A o3 2
Panel AdlA 714 H3-19] #A¥ 40l ROA*AH_
ranke &9 RATING e Avtg o= &
ot ()] Alg gkeltt. 53] 5/ AFE At
AlZbel] dig gaagde 59 ROA*AH_QM,
ROA*AH Part, ROA*AH Acc, ROA*AH Jr,
ROA*AH_CTV$}, E3F ROA*AH sum 94 57

EAGYL o

Ao & frofgh ()9 gro] Uttt o] 42184
7p713ko] o]ee] FEH g 7t A A
HEs TN o] B 719S 134
e AFEYg 7985w S WA Hrkite A
= o]t

3, Panel BollM H3-29 #4491 ROA*
AH rankE %494 CODdl| tial] Awka oz 570
G AL o] &3 A AERE BE s &
AR E o3 gho] YeptA] ebske}, o9} g,

BA
A S 083 G228l ROA*AH sum

CODell thafl oI = (=)l gkl Uehstt. of

22) (Table 7T)°ll4l Panel A%} Bel dld] OLSS 3|HAEAE ©
VIF #o] 7} %& ¥4E ROAR YePda, 1 ko] Panel A
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(Table 7> ROA*AH _ranko| RATING(Z:

= COD)ofl o|xl= Hg: H3-1, H3-2

RATING;+; (COD;+;) = By + BAH rank, + BROA; + BROA*AH rank, + B,.CGcom;

+ GLEV, + BoGRW; + BioMTB; + LiVOL: + G52ISSUE;
+ BisBOND; + BuFOR; + BisO0WN; + BisAGE, + LisMKT;

+ XIND + 2YD + &

Panel At A58 AAARY/FAAAZE, E4584= RATING (N=8,575)
Ordered Logit regression
(F£H+= RATING)
Variables
pred. | AH_QM AH_Part AH Acc AH Jr AH CTV AH rank
sign (1) (2) (3) (4) (5) (6)
9.105*** 9.423*** 8.885*** 8.886*** 8.712*** 9.383***
ROA +
(27.536) (26.679) (26.879) (27.506) (27.230] (27.497)
-0.019 -0.022 -0.120%** -0.080* 0.017 -0.100**
AH rank +/-
(-0.466) (-0.494) (-2.989] (-1.948) (0.436) (-2.333]
ROA*AH k| +/ -1.364*** | -1.771*** | -1.010** -1.016** -0.680* -1.842***
ran -
B (-3.413) (-4.286) (-2.515) (-2.560]) (-1.717) (-4.535)
Con'tro] Yes Yes Yes Yes Yes Yes
variable
Pseudo R’ 0.210 0.211 0.210 0.210 0.210 0.211
LR chi2 7293.27*** | 7300.33*** | 7297.85"** | 7292.26*** | 7284.07*** | 7309.19***
Panel B: A 3¥ AR/ EAMAZE, 585 = COD (N=8,575)
OLS regression
_ (484= COD)
Variables | 0 | AH QM | AH Part | AH Acc | AHJr | AHCTV | AH sum
sign (1) (2) (3) (4) (5) (6)
-0.539*** | -0.501*** | -0.568*** | -0.587*** | -0.571"** -0.626***
ROA -
(-13.331) | (-11.596) | (-14.008) | (-14.820) (-14.541) (-14.940)
0.007 0.013** 0.012** 0.011** 0.012** 0.013**
AH rank +/-
(1.257) (2.124) (2.239] (1.977) (2.112) (2.288]
ROA*AH k| +/ -0.023 -0.077 0.032 0.066 0.037 0.134***
ran -
B (-0.455) (-1.480) (0.622] (1.311) (0.738]) (2.607]
Con‘tro] Yes Yes Yes Yes Yes Yes
variable
Adj R? 0.266 0.266 0.266 0.266 0.266 0.267
F value 120.31%** | 120.55"** | 120.51"** | 120.53"** | 120.49*** 120.89***

F1) ¥4 B o= (Table 2)9] &3 2+

F2) 2o FAE 4 Wl A FAAFY z(t) %
F3) e 1%, 5%, 10%

A 9

a
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TTYES Edve 2eln. s A8H I
w3 2], s dve AFE gAY
ol FEHE ANA WRve S 82T
T U

23 AellA H3-19] AF7HdE 717h=] 3 ROA*
AH rank(%£x ROA*AH sum)< RATING 7t
()] #HAAo] AXE AHE ifﬂour H3-29]
AR L A A S o] &3 Jaatawse
(ROA*AH rank)& 717t5|A] ke, ouh, &3¢
AMAZEE o] &8k AT -84 (ROA*AH sum) TF
CODSF F(+)e] #dAo] yehsdtt, 12y ROA*
AH sum¥} COD zZtol] % (+)9 AgEs B A9
H3-2¢} #AE AFgE ofge HolA 714 &
H3-1 vs. H3-29] Z23}& v|wahd AdARERY =
A7 7)ol F2 AFHE FAAIRE ] o]
AEHED AAAA Hrtete o2 Ve 59
AR 1R AFE ARl Bo] BYE=

19l 284 ¢ 4-+Et ROASH RATING
Zholl <k (+)<] #AF %l (weaken)H = A2
1337 4=

N

T

4.6 F7=A 2t

(alternative measure) & ©|-&¢ 7%= (Table
58k (Table 6914 7Hd H1-13 H1-2¢] #42
Wt ARG E Foh2 AR gt oA F

H A% E Zﬂ"]??_ O @9 AU g4
T= W ]%

QM, AH Part, AH Acc, AH Jr, AH CTV) &
= FAAIZHAH sum)ol tisl AR At F4Y
YL E YE T A AdRIE FH3 A $o

= 3

mHEA @9 W& 7‘*}01] F94 199 X—‘.%
H AN TE et @9 wyez 4
M 349 & o AN S s Ade
(Table 8)°l 36}911:}. gibqg} o] 29 TAW
S FAoZ F g t}. 24)

(Table 8)¢] 235 EH, Panel AdlA H1-19
HAWME AH ranke 5WS RATINGo o)
HAZ S()9 Ag %2 Bk 53] AH Accst
AH Jrel|A AR R folg 5(-)9] Folth. &
gk AH sum A RATING®] thal] 2]t &
grol Vet &, At FdE 1909
A e FFIAAY] FAZ] BETE,
= 1907 S o] 25 7948552
St} Panel BollA H1-29] #4194 AH rank
TEWE CODAl el Awtdog F(+)9 A

|
~—

o]n
i o 2 dlo
ol
e lo

B [

23) @9 W AFE IR AAE ol &shd PRI 2 7192 AEE AR o B
AL & . dlE 59, 7|Ye] Hadle @rleolYe AR F
olele 19z Hste W ol Blelle
o A A we G e A9 AAndel dal el el £

AARFE etk

A5E BEI7] Wizl 719 2] Hlwr} B golgt f@x
(Table 814 Panel A$} Bell tis] OLS9 FAEAE o

24

=

Held @of WelX SIZEZF nejsA] @& 759k 2o, 1?1 A9 %

$3t] Mene dEIAY BAE BT

2 Jepjee, 79t BAE e
5% 2 Foo] § AUY webd JdTFRE A

SR el 598 ROAS A9t 147t Mt 1o} gold) Aich, 9

ol ol R Ui 1909 7 Agd] &
ALY A FENE A

Az
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N
_E,
td
ofl
>
Lo
on,
o

VIF #o] 7P & #ME&2E SIZES R, 1 #o] Panel A% B 25 3.010]91th
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The Effect of the Rank-Specific Audit Hours/Total Audit Hours on Credit Ratings and the Cost of Debt

(Table 8) F7H2A Z1} 1: AH_rankoll Chal 10lgt ZIAAIZEE o|26t B2
Panel A: 2548 ZAAZY/ZAAZE1AG AAAIZ] A2 3, $5H4= RATING (N=8,575)
Ordered Logit regression
(&= RATING)
Variables
pred. | AH_QM AH Part AH Acc AH Jr AH CTV | AH sum
sign (1) (2) (3) (4) (5) (6)
-0.046 -0.018 -0.067* -0.046*** -0.009 -0.167***
AH rank +/-
(-1.540) (-0.703) (-1.758) (-3.307) (-0.419) (-3.269)
Con‘tro] Yes Yes Yes Yes Yes Yes
variable
Pseudo R’ 0.210 0.210 0.210 0.210 0.210 0.210
LR chi2 7283.40%** | T281.52*** | 7284.12"** | 7291.97*** | 7281.20*** | 7291.72***
Panel B: AFH AR/ EZAAZH1AE ZAA 7Rl A2 g, $5H4= COD (N=8,575)

OLS regression

, (F€¥ 4= COD)
Varlables ) [ AH QM | AH Part | AHAcc | AHJr | AH.CTV | AH sum
sign (1) (2) (3) (4) (5) (6)
AH rank +/- 0.009** 0.012*** 0.006 0.003* 0.013*** 0.012*

- (2.298) (3.353) (1.179) (1.648) (4.673) (1.743)
S;fjt;bofe Yes Yes Yes Yes Yes Yes
Adj R? 0.266 0.267 0.266 0.266 0.267 0.266
F value 125.33*** | 125.65™*" | 125.12*** | 125.19"** | 126.23"** | 125.21***
1) ¥4 Fol= (Table 2)9 LH“CLJJr 2&. vt AH rank(AH QM, AH Part, AH Acc, AH Jr, AH CTV)$} AH sum< 7+

Aol Re] Y A9 e

T2) B3 FAe 4 tﬂ%‘—Oﬂ o ﬂ?’ﬁlv—«l z(

F3) e 1%, 5%, 10% &

g}l\-o]

FollA ﬂml (F21%).

F o x}oag} 2 A9,

s Eolu, AH AccE Al9e AH QM, AH Part,
AH Jr, AH CTVOA F2 5938 & (+)9 o]
TF HEgH AH sum A ol ek F(+)9] Fhol vE
st o] Adte Ak £9E 199 FEEEAE
2F, o)Al FFIAAL, AL - A -

9 7 Hﬂol Wi, £ 19
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7] AEAIZIH 718 AR O 2 o] Al Fetal
Ak, wepA 2 Ao F HA FIHEA S A
(Table 5)¢} (Table 6y ¥u¥® 7}d HI1-12}
H1-29 237t 459 AR ts - 97] AE
AV 71 AR e R U A Ale 73
& AAAEC] A= e ApHA ko] Q1A
£ F7tE AR iy, oo i3 A4 = (Table
9)ell Huslith. (Table 9> %A (Table 5)%
(Table 6)¢] ZFollA fFolaTol & o FUd v
A% SHAE ol & AHE FACE AT
Panel ASt B S5 57F RATINGS| 23o] 11,
Panel C¢ D& E5¥ 47 CODE| Adolt), &
gt Panel A9t C& & - ¥7] AEAIZES Azlo|n
Panel B¢ D& 7' ZHAMAIZR] ZA3folt},

(Table 9)¢] 2235 HH¥, Panel Al & -
HEAIZFS 7% RATING® s 258 A

—_

7] 4

A7t % AH Ace, AH Jr, AH CTVAlA F2
93 ()9 ghol YEht, AH sum= #2l3 &
()] Ftolth. Panel BellA 712 7AA 7R 74
RATING®l thal AH QM3 AH Acceld F2
gt ()9 gkol JERtey AH sume ol e
ZERUE= EOW gokth. 53 AH Acce & - 7]
ABAIZE 71T AR TE 5o A RATING®]

d F44Q Je nAe Ao Yyt el
A i Aole YA, F45M57F RATINGS
o= 8wy HEA )T A7 BE A

=
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Hr ozl o
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lo
¢

2| Panel CollA & - Wb7] HEAZE] - COD
3 AH QM, AH Part,
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AH sum% 98k F(+)<] gholth, o9} 2,
Panel DellAl 712 ZAFA17EE] 25 CODel| tial
A58 A AH sum 5+ EAZ0® &
o gk gho] #AA| ket wrekr] (Table 5ol A
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b RFeh BEd %%E}Uﬂ <Tab1e 6>°ﬂ*1 e
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The Effect of the Rank-Specific Audit Hours/Total Audit Hours on Credit Ratings and the Cost of Debt

M Zn 2 &

- ub| ZEA

— ()

7

vs. 7|2 ZH

FA]

2t

()

&, FEHE= RATING (N=8,575)

Ordered Logit regression
Variables (F£¥+= RATING)
pred. | AH QM AH Part AH Acc AH Jr AH CTV AH sum
sign (1) (2) (3) (4) (5) (6)
AH rank +/- 0.016 -0.007 -0.091** -0.079* -0.096** | -0.131***
- (0.484) (-0.286]) (-2.330) (-1.899) (-2.411) (-2.977)
Cop.t1”o] Yes Yes Yes Yes Yes Yes
variable
Pseudo R’ 0.210 0.210 0.210 0.210 0.210 0.210
LR chi2 7281.26™** | 7281.11**" | 7286.46™"* | 7284.63**" | 7286.84"** | 7281.56"**
Panel B: 712 AR, E4W 4= RATING (N=8,575)
Ordered Logit regression
Variables (£ ¥+ = RATING)
pred.| AH_QM AH Part AH Acc AH Jr AH CTV AH sum
sign (1) (2) (3) (4) (5) (6)
AH rank +/- -0.056** -0.018 -0.057** -0.030 0.058 -0.021
_ (-2.034) (-0.787) (-2.041) (-0.902) (1.376) (-0.728)
Con.trol Yes Yes Yes Yes Yes Yes
variable
Pseudo R® 0.210 0.210 0.210 0.210 0.210 0.210
LR chi2 7285.16%** | 7281.65%** | 7285.19*** | 7281.84™"* | 7282.92*** | 7281.56™**
Panel C: & - W] AEAZ, FEWUL= COD (N=8,575)
OLS regression
Variables ($445.= COD)
pred.| AH QM AH Part AH Acc AH Jr AH CTV AH sum
sign (1) (2) (3) (4) (5) (6)
AH rank /- 0.010** 0.013*** 0.033*** 0.009 0.009* 0.040***
_ (2.264) (3.750) (6.190) (1.591]) (1.667) (6.663)
COI‘].U'O] Yes Yes Yes Yes Yes Yes
variable
Adj R* 0.266 0.267 0.269 0.266 0.266 0.269
F value 125.32*** | 125.81**" | 125.13"" | 125.18"** | 125.19%*" | 127.47"**
Panel D: 7% AT, $45W4= COD (N=8,575)
OLS regression
Variables (§585.= COD)
pred.| AH QM AH Part AH Acc AH Jr AH CTV AH sum
sign (1) (2) (3) (4) (5) (6)
AH rank +/- 0.006 0.004 -0.002 -0.002 -0.002 -0.001
_ (1.453] (1.240) (-0.619) (-0.344) (-0.390) (-0.214)
COI.I.UO] Yes Yes Yes Yes Yes Yes
variable
Adj R 0.266 0.266 0.266 0.266 0.266 0.267
F value 125.16%** | 125.12*** | 125.06™*" | 125.05"** | 125.05**" | 125.04***
1) B4 Ho = (Table 2)9 W42 25,
F2) B35 FAE 7 Wl gt SAAF z(t) #.
F3) O *= 1%, 5%, 10% S F9AY (FEHF).
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oA 7Hd H1-12 H1-29 237t ZELAMAIREA
T EY AT wgt NS F7tE gobEtt
old] gt E-AA3= (Table 10)e #A|AEFTE.
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dA FFARIIAI RS =9 o] F(d =, 20199%)
o] 7% RATING® disl 2598 AR diA]
2 509 #oly, AH Acc® 93 2(-) 9] #E,
AH sum 9A] F9)3t 2(-)2 golt}.
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o]7] Z-f- CODell el 215 ZAMRIZHAH QM,
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+)9] #olth. Panel DollA EFZAA A=
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AH sume ¥(+)oA% FAHoR fFofatA] &
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The Effect of the Rank-Specific Audit Hours/Total Audit Hours on Credit Ratings and the Cost of Debt

BEEAMARZIHE 9 M vs. T

i}
ok

(Table 10) F7H24 Zzt

3:
Panel A: ZFAMTE =9 #(2014-2018), A5 TARIIYERAIRE, $45W4= RATING (N=6,974)

Ordered Logit regression
(F£H 4= RATING)

Variables

pred. | AH_QM AH Part AH Acc AH Jr AH CTV AH sum

sign (1) (2) (3) (4) (5) (6)
AH rank -0.046 -0.023 -0.139*** | -0.039*** -0.005 -0.220***

- (-1.343) (-0.793]) (-3.042) (-2.901) (-0.302] (-3.804]

COH.UO] Yes Yes Yes Yes Yes Yes
variable
Pseudo R® 0.208 0.208 0.208 0.208 0.208 0.208
LR chi2 5872.29*** | 5871.12*** | 5879.74*** | 5878.91"** | 5870.58*** | 5884.97***
Panel B: %% Y £(2019), A AR/ T, 594 = RATING (N=1,601)

Variables

Ordered Logit regression

(F£¥ 5= RATING)

AH QM | AH Part AH Acc AH Jr AH CTV | AH sum
1) (2) (3) 4) (5) (6)
AH rank -0.136 -0.003 -0.247** -0.027 -0.002 -0.309**
- (-1.603) (-0.040) (-2.269) (-0.635) (-0.065) (-2.324)
COI?.U.O] Yes Yes Yes Yes Yes Yes
variable
Pseudo R° 0.223 0.223 0.224 0.223 0.223 0.224
LR chi2 1428.84*** | 1426.27*"* | 1431.43*** | 1426.67*** | 1426.27*** | 1431.68***

Panel C: EF7AA

ol A(2014-2018), A

AR AR, F5H = COD (N=6,974)

OLS regression
($44#+= COD)

Variables AH QM | AH Part | AH Acc | AHJr | AH CTV | AH sum
(1) (2) (3) (4) (5) (6)
AH rank 0.013*** 0.013*** 0.027*** 0.003* 0.011*** 0.045***
- (2.624) (3.092] (4.227) (1.706]) (4.826) (5.612]
Con'tro] Yes Yes Yes Yes Yes Yes
variable
Adj R’ 0.271 0.271 0.272 0.271 0.273 0.274
F value 113.74*** | 113.90**" | 114.40*** | 113.50"** | 114.72*** | 115.21***
Panel D: %% 9 $(2019), A59E AR/ FHATE, FE5HS= COD (N=1,601)
OLS regression
Variables (F$¥7= COD)
AH QM AH_Part AH Acc AH Jr AH CTV | AH sum
(1D (2) (3) (4) (5) (6)
AH rank 0.004 0.023*** 0.009 -0.003 0.009** 0.026
- (0.376]) (2.727]) (0.657]) (-0.511) (2.167]) (1.520])
Con'tro] Yes Yes Yes Yes Yes Yes
variable
Adj R® 0.192 0.196 0.193 0.192 0.195 0.194
F value 21.06**" 21.54%* 21.08** 21.06%"* 21.36**" 21.20"**
1) ¥4 H o= (Table 2)9] W43} 25,
F2) 3 A= ol gk B AAGY] z(t) 7.
F3) L Y2 1%, 5%, 10% FEA AL (FESAD).
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HAY SHAE S T AR 7P Ao B Ao oAl F7EAME A 7H 13 B
o5k, (Table 5)dlA E&H57F RATINGY ®f #€ (Table 5) 2 (Table 6)°] ZZA HxHA
FAACRE frofg Bl vehd A5d A o &2 HFE IARAZte] ZIdE e ael v BRI

b3 AEE s AH Jr ddlle 32 = 9190 v]E SHoA B A 43S FE Aoz ey
. AH Jrd A$ 5% &4 RATING®] thah o}, webA o et dhre] A} 71de] AFA A<k

27) & A7olA 5549 23S o] 43 FYRLYLL ot L

AH rank; = @9 + @iSIZE, + @2LEV, + @3LIQ, + @sGRW, + @;ROA, + a@¢DA, + @7LOSSF;
+ @sEXPT; + @9 NVREC; + @10ISSUE; + @1;BOND; + @;2DIV; + @;3CONF}
+ @1uBIG4; + @15FIRST, + @1 sFOR;, + @;7,0WN; + @ 1sMKT; + XJIND + YD + & (3)

28) 3, FAAZHAH sum) S 538 23og 43 Adp= RATING ta] 5%Cl4 2t (-9 295 a3y CoDel
dalde o o EAHCR §93 #A7F AR ekgitt o]2jg Aob= Jeon and Park(2014)3 ¥]wshd ‘5]78’% AR ZE
o2 Z24¥ AH sum¥ RATING 7] A¥e ke SAE, AH sum$t COD 7te] ZA¥= dX€ SAQAH. £ dA7Zze}
Jeon and Park(2014)¢] 17+ ol v]AAF 22| o)A AH sum@t RATING %ol #o]E HolE ol 5 e t‘/‘47]7P°] 2}
old] 7191g = gt} dE Eof, B AT BA7|7E 20149FE 2019978 tideg stn e dbdedl, Jeon and
Park(2014)¢] A4+& 2004‘(3 FE 2010971415 ddoz BAea 9tk = Jeon and Park(2014)¢] = A8 A=
(IFRS)] 9F&g] M| ARE ez 43 uhdol], 2 A4ts A3 ARAREe] ZAIE 201497 Q] IFRS &4 o F 7]
2ol dAudeltt. 20119% IFR84 T FHEG ARl At AR f S7A) AR e Aoz 4y
7 S17] wiel] o]E g £A7]ke] Atol7} T AT 7o) AFTAR] Ato]E LAAIZ Al T shuE AHT
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o wet GEAE F712 doldua I P o)
gl & AoM= A4 A2k (financial constraints)
Z% A2 Kaplan and Zingales(1997)¢] KZ—
indexE ©]&3l3th. &, KZ-index #°] $HTE
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AZFE BN AAATS gel, AFE BRG] ARG A9t AFESE ARUAN 55 B
NS ARG HAE 47 B Ao o PAFRE FARDAY FAHEE F ol
= o9 PuAT AANA o] FuE AEEF oUW AT UG BAR AR A
i o]o) AR ARG k] AL A ol lEAcE Be A Relo] A b}
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gl 9 JHE AL, TP B AFARE H o el ARG, ol AWRE AYE FAD
T Aol B HaE Aol el A8k Tl AXGlE Puol8AEe] 43 AL B
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BRI A2 (novel) A8 BAFT gtk ol Be 19U5E AH By9oz 238
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(Kim and Jeon 2016: Mun 2017b: Kim
}& ¥ 2018 Choi and Kim 2019; Kim et al. 2019;
ZAF  Shin and Bae 2019; Choi et al. 2020 5). =
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BHE & Qe AR AT 0 AP AR B BT Akl gAbade] Bang A58 At
AA7k QHEL BEAR 2015.8.18). 2, A4 AlZtel tia Ba/ASo] tlat gug dAsh e

g BA =9 A= vlaetel o] A= APA759] Al 712381 o] & AHEA A 1

o oY

ApQle] A2 AR S T3 A AR el 139 A ARE gdsiAy setd)
of AAFEAE AEATI L, 2R el AFFEY  V|EvE 23] Aud AARREe] Bl Feld 7é
AS 2 AoR Jgste] IF FHo|&AA & R 2 £, F, AT SHAAM fElx

AN R o e} AgAld A AN a8 (heuristic) HE el Wl Hrlslm g Aoz Ur
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