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This study investigates embezzlement cases in Korean-listed firms and examines the auditor’s role in the
quality of disclosed accounting information. Embezzlement increases the risk of financial misstatements,
harming capital market participants. While the primary responsibility lies with the company, auditors
may also contribute to the lack of transparency. This study analyzes the self-contagion effect —whether
auditors who provide low—quality audits to embezzling firms also deliver similarly low-quality audits to
other firms they serve concurrently, particularly within the same industry. The findings suggest that audit
quality deteriorates across firms sharing the same auditor, especially when embezzlement is not properly
detected, indicating consistent low audit performance. This highlights the auditor’s systemic influence on
financial reporting quality. The study contributes to the literature by focusing on asset embezzlement —a
significant issue in Korea—and by shedding light on the underexplored concept of auditor self-contagion.
Additionally, the analysis was refined by distinguishing between the embezzlement's occurrence and
disclosure dates, identifying whether the perpetrator was a manager or employee, and considering the
scale of the embezzlement. These methodological enhancements strengthen the study’s robustness and
implications for audit accountability in emerging markets.
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| DAC| = ogta A UD_EMB, ;, +a,EMB,; , + aySIZE, ,+ o, LEV ;  +a;ROA,  + o MTD; 21(1)
+a,BIG4; , + 0 CFO,  +ayGrow;  + a,(BETA ;  +0 FOR; , +a,,OWN,
+a3CLIENT, , + Y YR+ XIND+ €

|DAC|= Kothari et al.(2005)°] we} F4% A=F2 gy Aoigk
AUD_EMB™™=t7] T4 29 Wl 54 1AR1e] BF Fzt7]qdel go] At A9 1,
ST 09] ghe = HElEs
AUD BB \AUD VB = 7] F A9 W 5 A1l B 07190e] Fgae] ege]
- WA FS 1, ohw 09] ghe Zhe Huus
AUD BMBR = 7] E9 490 Ul 59 gARle] B wigvigde] F el
AAzIE A gk
VB =17] BWe FAR A% 1 okl 09] ke 2he drlug
PMB= {EW— 7] 9] ol WA A% 1, ohlw 09] % e dulws
EMB"= t7] 3AIg FAFgdelAAR1E A g
SIZE= In(ZFA%, )
R,
LEV= =T
Y7l%ole),
HOA=
AR,
MIB= Sgsre,

BIGA= @3 A Gl 7S v 79 1, ohd 091 gni<
o wj el —ufZen
o EEC
BETA = WE}
FOR= 9=}l FA2} A&
OWN= UFF A&
CLIENT= In(-5 7ARIel 1AE v 93t 719 )

S 7he o) WS on@ith. Aup EMB*E F A0 £ V1Yo B3 AL § Aol @ 7|¢o
gk Aol &gk 7193 A2 Ae F TU A L ARl AALE wgewA 9 - wids
QoA ZAE wom #o] & 7o) Al oJzf  FAIG AS HFYo] AARIE H HoR I
A o] AT 19] %, 2¥A ¥ F Y A7]d g AP R FEA £ 9
& A5 09 g2 zte tn| vt do w24 & S Qg olu) AuD_EMB™™ S} AUD_EMB*,
W] Alpgho]l fofd H(+)e] e ZETH T AUD EMBYAA BA 719 I - ujg] o7 2
d ARl ZAE W B 93719 99 - S92 A eEn
S AREIUIAl e ARRle] v AR R o] #A 7hd 24 dig A5 st g 7199 SIAE
7199 % YE L 95 oulete Aolth, &, &+ 0|99 FAFT wg FES FEst A1)E #
ARQle] v FApEAo] AARFARE Qlate] W7l Meieh. o, B 71y SlAES] EFHAS Hutton
o AR BEFHA o] oz B Yehke et al.(2009) o4 AR&-3F vkel 2o] Kothari et al.
=

o]
H
Aol dtha & 4 Stk Avp_EMB"= FYd  (2005)9] ARH LAY 4 mgo] wet
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2 - Y TIde ZAlsh ZAfelel ZAREE: ZAlRlel T (self-contagion) EMHE SHSE

AA dgde] AUgke JA 2dFH G717 3 = FEo] AYH. o) e AA 405,860 7149
Mdze] oz FH3IAT) o] F o|e} Zo] A A% FEA I - uj vlolElZ} $le 2017
RS 971 Y A A9, F9, skele JHE 20224 2.2 7|7k AR sted, 140,336 719
N FEOZ PRIt A1)F gkt T5W  A-dE TR0 PP o F 4k ZES} ¢
491 | DAC| = Kothari et al.(2005)2 o] &3} Ad 267195 AlQde 12¢ 7“& eIl 140,152
FAT Ay dgde) Aygd oz Hojgi Ng-A-dx FRow 7hrslglon, FnGuide/\P
B AY 2o ¥t VAR (SIZE) 9 F-AE 9] DataGuideold d+E §3t W4E Qg
=A5E Mo}oﬂ 90, 144 71?3 A= 3%01

) =
(CFO), WIBH BETA), 9= FAAA L& (FOR),
HFFAEE(OWN) 2 LubH o R SAHHE o]efe 71?3 - ?“i 9 E»‘EO] ?“éﬂ&’ii, npAere 2
FAE AT W SANFE AR E e Wt & P 7 | =

| 9
H =]
ARle] 937190l B AIdEd dioted = Aol FAo|7] wie] #4712 B 3714
1

et

HAo]7] wjZol Aoz TAELe] =& 5 VI ARQlo] Z=gA7) obd 74 $-2 4 stsitt. ool
o ZHAkQle] ZRAbstar Sl A9 4 ( CLIENT) THOZ 73,289 7199 AT REOE AME
£ FAHUTZ 718 tH(DeAngelo, 1981). ==

7V 29 735 T A Ul B 7149 Aol &
3.2 F27AM d FEd 71% 2 RES U 248 Fys
o Hutton et al.(2009)3 2] Kothari et al.

l:t:l

2 97 201799 2022970 5745 EAR (2005) 9 whet ek AR B ] APk 3
ol 3% 719 ddez BME Fdeen, & /A Fof glo] asit. ofd we} 7Md 29 B¢
B 7192 dEAR LN AlTeke ARE o] ol8H RS F 35,332 7|9 kelth v
S AR R, BES P st B o FUAL AF Al 9 vHE AS A
A3 7|3 L A S TIEo® sto] Ao 7] o] fste] A - a9 1%2] ¥5A1E Winsorization
A5 Ao® 29 VIR0 -9 e WS o] 85t 233

3) Kothari et al.(2005)9] w2} olele] 24 mas] gkl Auizke Al 244,
TAC, AREV,~ AREC,  ppE
/7 7 PR 7

+ a,ROA, + ¢,

TAC: 2249 AREV: wj&dle] Wig: AREC: wi&AHe] % PPE: 274t ‘Z}"J ROA: FARtel & TA: ST,

4 KIND| 2408 9% - 09 2A5e Ads) 208 lzes dasldr, & are 3Adnd Ueg 999 i o
109 S Al BAAAE 1e ol A8 WY 405 BADAS, BAAS TRdel B0 FAdaY T8 2e
0] 01l 19489 A W 3 Gl A%, HEA BHe o) A BT AL A EEE ot
onl, ATHYR ARl AR Jldel A%, FHE enow FEAYS B9

OM

JFI
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V. 71284 ¥ MEEM Zo FFAARE 0.038¢]e}. 8 IR AUD EMB™™
I AUD_EMB*°9] Bit-& 247+ 0.002¢ 0.0020] 3L

E%{?‘F‘ 0.046, 0.045°]t}. o]&= #£9] 0.2%

4.1 7S Alznt ARE 7} =9 A ) g o)A 38 - mda) A
Z}2] ﬁo - Hfjelo] HhAE S-S omjglt), Tl Ak )

(Table 1)& ¥410] Mgl WSl 71S8A%E v sizbld Rale] 23k olvlelke Avp_Eup®
BTk FEMEQ [ DACIS] BHFEE 0.039012, o] e 0.051013, FEHARe 1.059% vekdt},

N

(Table 1) Descriptive statistics

Variables N Mean STD Median Min. Max.

| DACY 73,289 0.039 0.038 0.029 0.000 0.202
AUD_EMB™™ 73,289 0.002 0.048 0.000 0.000 1.000
AUD_EMB*° 73,289 0.002 0.047 0.000 0.000 1.000
AUD_EMB" 73,289 0.051 1.059 0.000 0.000 25.898
SIZE 73,289 19.835 1.531 19.494 17.432 24.141
LEV 73,289 0.448 0.193 0.458 0.072 0.877
ROA 73,289 0.034 0.059 0.030 -0.166 0.244
MTB 73,289 1.169 1.249 0.714 0.141 7.547
BIG4 73,289 0.656 0.475 1.000 0.000 1.000
CFO 73,289 0.052 0.064 0.050 -0.129 0.251
Grow 73,289 0.099 0.204 0.067 -0.346 0.972
BETA 73,289 0.895 0.388 0.890 0.050 1.830
FOR 73,289 0.109 0.119 0.061 0.000 0.558
OWN 73,289 0.449 0.151 0.455 0.117 0.786
CLIENT 73,289 5.382 1.102 5.505 2.773 6.942

Variable definitions: | DAC | =The absolute value of discretionary accruals estimated using Kothari et al. (2005):
EMB®™ = A dummy variable equal to 1 if embezzlement occurred in the company during year t, otherwise 0: EMB®®
= A dummy variable equal to 1 if embezzlement by the company’s executive occurred during year t, otherwise 0:
AUD _EMB™™ = A dummy variable equal to 1 if embezzlement occurred in other client firms audited by the same
auditor within the same industry during year t, otherwise 0: AUD EMB*“° =A dummy variable equal to 1 if embezzlement
by executives occurred in other client firms audited by the same auditor within the same industry during year t,
otherwise 0; AUD _EMB™ = The natural logarithm of the embezzlement amount of other audited firms with the same
auditor in the same industry in year t: SIZE = The natural logarithm of the total assets at the end of the previous
year (t—1): LEV = The ratio of total liabilities at the end of year t to total assets at the end of year (t): ROA = The
ratio of net income at the end of year t to total assets at the end of the previous year (t—1): MTB = The ratio of the
market capitalization at the end of year t to the book value of equity at the end of year t: BIG4 = A dummy variable
that equals 1 if the company is audited by one of the Big 4 accounting firms, and 0 otherwise: Grow = The growth
rate of revenue, calculated as the difference between the revenue at the end of year t and the revenue at the end of
the previous year (t—1), divided by the revenue at the end of the previous year (t—1): BETA = The beta coefficient,
representing the sensitivity of the company’s stock returns to market returns: FOR = The ownership ratio held by
foreign investors: OWN: The ownership ratio held by the company’s major shareholders: CLIENT = The natural
logarithm of the number of client firms audited by the same auditor.
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2 - Y TIde ZAlsh ZAfelel ZAREE: ZAlRlel T (self-contagion) EMHE SHSE

(Table 3) The Impact of Other Audited Companies’ Embezzlement on the Accounting Information
of the Focal Company

| DAC), = oy +0, AUD_EMB, + 0, EMB, + 0, SIZE, 4, LEV, + 0, ROA, + o MTB, + o, BIG4, + o, CFO,
+ oy Grow, + o, BETA, + oy FOR, + o, OWN, + o s CLIENT, + X YR+ XIND+ €

) EMBY™ EMB*° EMB"™
Variables - - -
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.082 2.96%** 0.082 2.96%** 0.082 2.96%**
AUD_EMB 0.010 3.04** 0.011 2.98*** 0.001 3.59***
EMB 0.003 0.54 0.003 0.60 0.000 0.53
SIZE -0.002 -1.78* -0.002 -1.78* -0.002 -1.78*
LEV 0.003 0.75 0.003 0.75 0.003 0.75
ROA 0.091 2.11* 0.091 2.11* 0.091 2.11*
MTB 0.003 3.46™* 0.003 3.46*** 0.003 3.46™*
BIG4 0.000 0.03 0.000 0.03 0.000 0.03
CFO -0.080 -5.22%** -0.080 -5.22%** -0.080 -5.22%**
Grow 0.011 2.01% 0.011 2.01% 0.011 2.01"
BETA 0.002 1.01 0.002 1.01 0.002 1.01
FOR -0.004 -0.30 -0.004 -0.30 -0.004 -0.30
OWN -0.011 -1.98* -0.011 -1.97% -0.011 -1.98*
CLIENT 0.002 0.89 0.002 0.89 0.002 0.89
Fixed effect included included included
# of obs. 73,289 73,289 73,289
Adj. R? 0.076 0.076 0.076
F-stat. 10,443.20%** 3,311.99%* 1,662.85%**

1) Detailed definition of variables is in the note of (Table 1).
2) ¥, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.

2019). w3t o] 243} Hdo] gle A 2AY  opd T A Wl eIYS AR E EFHEE F
> Qe Ame] Agod APUAN ojozgor A AR W Al /e 2EFE Wre] Panel AdA =
A A o] A9 et IAAEA F A9, Panel BlM= F9, Panel CollAE &l
S7b A o] v 7heAdel 7] WEd AFE  EROR FEstd A7E gRlEi
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(Table 4) The Impact of Other Audited Companies’ Embezzlement, Depending on Their Opacity,
on the Accounting Information of the Focal Company

| DA, =

oy + oy AUD_EMB, + o, EMB, + 05 SIZE, + o LEV, + i, ROA, + oy MTB, + o, BIGA, + o, CFO,
+oy Grow, + o, BETA , + oy FOR, + o, OWN, + o s CLIENT, + X YR+ YIND+ €

panel A. sample with higher opacity
_ EMB*™ EMB*“° EMB™
Variables - - -

Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.087 3.28™** 0.087 3.28%** 0.087 3.28™*
AUD_EMB 0.010 2.26"* 0.010 2.26™* 0.001 2.91%**

EMB 0.006 1.14 0.006 1.14 0.006 1.14
controls included included included
Fixed effect included included included
# of obs. 10,862 10,862 10,862
Adj. R? 0.078 0.078 0.078
F-stat. 1,829.98*** 1,829.98*** 3,925.72™**
panel B. sample with moderate opacity
_ EMB*™™ EMB*“° EMB™
Variables - - -

Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.087 3.16™* 0.087 3.16™* 0.087 3.16™"*
AUD_EMB 0.009 11.79*** 0.010 7.34%** 0.000 8.46™**

EMB 0.005 0.83 0.005 0.82 0.005 0.82
controls included included included
Fixed effect included included included
# of obs. 12,494 12,494 12,494
Adj. R? 0.077 0.077 0.077
F-stat. 2.830.65%** 4.790.01*** 997.94***
panel C. sample with lower opacity
, EMB™™ EMB*° EMB"™
Variables - - -

Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.087 3.19** 0.087 3.19" 0.087 3.19™*
AUD_EMB 0.017 1.81% 0.017 1.81% 0.001 1.93*

EMB 0.005 0.91 0.005 0.91 0.005 0.91
controls included included included
Fixed effect included included included
# of obs. 11,976 11,976 11,976
Adj. R? 0.075 0.075 0.076
F-stat. 1,804.66*** 1,804.66*** 378.38"**

1) Detailed definition of variables is in the note of {Table 1).

2) %, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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(Table 5) The Impact of Other Audited Companies’ Embezzlement on the Accounting Information
of the Focal Company: Based on the Direction of Discretionary Accruals

|DAA\, = o+, AUD_EMB, + o, EMB, + , SIZE, + o, LEV, 4 ROA, + ag MTB, + o, BIGA, + o, CFO,
+ oy Grow, + o BETA, + oy FOR, + oy, OWN, + 0y, CLIENT, + X YR+ XIND+ ¢

panel A. positive discretionary accruals

) EMB™ EMB*“° EMB"™
Variables - - -

Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.047 2.79™ 0.047 2.79" 0.047 2.79™
AUD_EMB 0.005 2.71" 0.006 3.07" 0.000 2.71"

EMB 0.000 -0.11 0.000 -0.11 0.000 -0.11
control variables included included included
Fixed effect included included included
# of obs. 73,289 73,289 73,289
Adj. R? 0.505 0.505 0.505
F-stat. 12,931.50%** 12,925.30%** 12,822.90"**
panel B. negative discretionary accruals
) EMB™ EMB*° EMB"™
Variables - - -

Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.036 2.88** 0.036 2.88** 0.039 2.88%*
AUD_EMB 0.005 1.60 0.004 1.47 0.000 1.77%

EMB 0.001 0.30 0.001 0.30 0.001 0.30
control variables included included included
Fixed effect included included included
# of obs. 73,289 73,289 73,289
Adj. R? 0.376 0.376 0.376
F-stat. 3,632.57"* 3,953.15"** 3,557.70"**
1) Detailed definition of variables is in the note of (Table 1).
2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
Fe B 71g A0l FASE e FRael  $FE Holn YE IFS A3un, v 7714
A5kt (Table 6)9llM = (Table 4)¢F @2l o] e 2+ 2384 && A%l Hlsto] F(+
Panel AYl EF71S] SIAIGES BFHAC] & 1 o A dAYo] =A Ve, B 93t718]o] A
FAN AUD_ EMB"™3} AUD EMB*7} 5% % 94 70l e AFol® F(+)o] AFA LA
A Hol@ ()8l e, AUD EMBE 1% % o] 38A & 190l Hdle] £ A0 ekl
ZolA freld H(+)e] ¢S 2 Aom UEaTh o B3 B Slde 99% 3] 245 @
B 7199 SAEE BERYCl B A9 O we  AVIGS H(H)Sl A%A WYAE Jrpa oz b
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folo| ZIARER: ZtAlRle] MA(self-contagion) E3He A2

(Table 6) The impact of embezzlement and the opacity of other companies on positive
discretionary accruals

|DACI:r = oy T oy AUD_EMB, + o, EMB, + ci, SIZE, + oy LEV, + oy ROA, + o, MTB, + o, BIG4, + o, CF O,
+ oy Grow, + o BETA, + oy FOR, + oy, OWN, + 0 s CLIENT, + X YR+ X IND+ ¢

panel A. sample with higher opacity
_ EMB*™ EMB*“° EMB"™
Variables - 5 ;
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.052 3.07** 0.052 3.07** 0.052 3.07***
AUD_EMB 0.008 2.64** 0.008 2.64** 0.001 3.52%**
EMB 0.002 0.38 0.002 0.38 0.002 0.38
controls included included included
Fixed effect included included included
# of obs. 10,862 10,862 10,862
Adj. R? 0.500 0.500 0.500
F-stat. 2,277 87" 2,277 87" 2,213.17"**
panel B. sample with moderate opacity
, EMB™™ EMB*° EMB®
Variables - - -

Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.052 2.95™* 0.052 2.95™" 0.052 2.95™"*
AUD_EMB 0.004 1.34 0.005 1.41 0.000 1.22

EMB 0.001 0.18 0.001 0.18 0.001 0.18
controls included included included
Fixed effect included included included
# of obs. 12,494 12,494 12,494
Adj. R? 0.504 0.504 0.504
F-stat. 216,105.00%** 31,629.20*** 292,157.00%**
panel C. sample with lower opacity
, EMB™™ EMB*° EMB"™
Variables - ; -
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.051 2.91%* 0.051 2.91"* 0.051 2.91""
AUD_EMB 0.008 1.25 0.008 1.25 0.000 1.38
EMB 0.001 0.26 0.001 0.26 0.001 0.26
controls included included included
Fixed effect included included included
# of obs. 11,976 11,976 11,976
Adj. R? 0.504 0.504 0.504
F-stat. 826.65**" 826.65"*" 872.10%**

1) Detailed definition of variables is in the note of {Table 1).

2) %, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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(Table 7) The impact of embezzlement and the opacity of other companies on negative
discretionary accruals

|DACI; = oy T oy AUD_EMB, + o, EMB, + ci, SIZE, + oy LEV, + oy ROA, + o, MTB, + o, BIG4, + o, CF O,
+ oy Grow, + o BETA, + oy FOR, + oy, OWN, + 0 s CLIENT, + X YR+ X IND+ ¢

panel A. sample with higher opacity
_ EMB*™ EMB*“° EMB"™
Variables - 5 ;
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.034 2.68"" 0.034 2.68"* 0.034 2.68"*
AUD_EMB 0.001 0.18 0.001 0.18 0.000 0.14
EMB 0.002 0.38 0.002 0.38 0.002 0.38
controls included included included
Fixed effect included included included
# of obs. 10,862 10,862 10,862
Adj. R? 0.375 0.375 0.375
F-stat. 2,017.40"** 2,017.40"* 2,703.64***
panel B. sample with moderate opacity
, EMB™™ EMB*° EMB®
Variables - - -
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.033 2.57" 0.033 2.56™" 0.033 257"
AUD_EMB 0.005 1.55 0.005 1.34 0.000 1.43
EMB 0.002 0.35 0.002 0.35 0.002 0.35
controls included included included
Fixed effect included included included
# of obs. 12,494 12,494 12,494
Adj. R? 0.377 0.377 0.377
F-stat. 2,150.10%** 2,467.06"" 5,975.54***
panel C. sample with lower opacity
, EMB™™ EMB*° EMB"™
Variables - ; -
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.034 2.56™" 0.034 2.56™" 0.034 257"
AUD_EMB 0.006 1.77* 0.006 1.77% 0.000 1.77*
EMB 0.001 0.27 0.001 0.27 0.001 0.27
controls included included included
Fixed effect included included included
# of obs. 11,976 11,976 11,976
Adj. R? 0.376 0.376 0.376
F-stat. 1,981.86"** 1,981.86"** 2,308.78"**

1) Detailed definition of variables is in the note of {Table 1).

2) %, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.

1394

HYSHATL ®543 ®M5% 20254 10Y



= A& ¢ & Aok " Panel B9} Panel Coll d 5069 A T B 97IHe I

Ae e B 937199 g9 - uiddo]l A7 wisle] mAE Feke g1 Aot (Table 7)
Fo] A S A FARCR FoJg g W] o Af HGY () AFH BAdd =
AR e AR Yehdt, o, 49t 71EFe 7199 EFHA0l 7P W aFdlARt 10%
o2 AHEE 7HsAdol e A B € 7] A frefgh ok (+)9 AlF@ts Holn, 8 3371y
Ao AR Frggo] W Aront g 771 o EFRAC] #AY A 9 Arde B 9
o] g7 - Hisle] FEFE MA L Avke AE FAF VA = -uid 4R g 9371d AEAe
T ot e e AR 8 S3I9e] dE e BE fo

WA (Table 7)& 74947t 71315994 ez A g J3FS nAA] Fate o= Yehdt

$8 02 dgEE FH+)9 AZH Ao of

(Table 8) Analysis of the robustness of Hypothesis 1

|DACY, = o+, AUD_EMB, + 0, EMB, + 0, SIZE, + o LEV, + 0, ROA, + o4 MTB, + o, CFO, + o Grow,
+0ayBETA, + 0y FOR, + oy, OWN, + oy, CLIENT, + X YR+ YIND+ €

EMB™™ EMB*° EMB"™
Variables - - -
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.111 3.15"* 0.112 3.19*** 0.111 3.10™
AUD_EMB 0.018 2.66"* 0.018 2.66"* 0.001 2.56™*
EMB -0.007 -0.59 -0.007 -0.57 0.000 -0.62
SIZE -0.006 -4 .48%** -0.006 -4.49%** -0.006 -4.38%**
LEV 0.020 1.34 0.020 1.34 0.020 1.38
ROA 0.324 1.92% 0.324 1.93* 0.322 1.95%
MTB 0.001 0.61 0.001 0.62 0.001 0.64
CFO -0.220 -3.45%** -0.221 -3.44%** -0.221 -3.51%
Grow 0.001 0.05 0.001 0.06 0.001 0.03
BETA 0.016 2.26™ 0.016 2.26™* 0.017 2.35**
FOR 0.025 1.00 0.024 0.98 0.024 0.96
OWN 0.046 2.02% 0.046 2.02% 0.046 2.01%
CLIENT 0.000 -0.04 0.000 -0.07 0.000 0.06
Fixed effect included included included

# of obs. 7,160 7,160 7,160

Adj. R? 0.284 0.286 0.286
F-stat. 28.736.40*** 18.490.40*** 2,885.40"**

1) Detailed definition of variables is in the note of (Table 1).
2) *, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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(Table 9) Analysis of the robustness of Hypothesis 2

| DACY, = oy +a, AUD_EMB, + c, EMB, + o, SIZE, + o, LEV, + o, ROA, + o, MTB, + o, CFO, + o, Grow,
t T T T 0y T ¢ T Oy t T t T O y T 0q T Oy t

+0y BETA, + y,FOR, + a,, OWN, + ay, CLIENT, + S YR+ XIND+ e

panel A. sample with higher opacity

, EMB™™ EMB*° EMB"™
Variables - - -
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.104 351" 0.105 3.52%* 0.104 3.42"*
AUD_EMB 0.017 2.57* 0.018 2.58** 0.001 2.45™
EMB -0.005 -0.40 -0.005 -0.39 0.000 -0.44
controls included included included
Fixed effect included included included
# of obs. 1,613 1,613 1,613
Adj. R? 0.263 0.263 0.265
F-stat. 740.45*** 260.98*** 190.13***
panel B. sample with moderate opacity
) E mdu m E ceo E mln
Variables - - -
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.109 3.58™* 0.111 3.59** 0.109 3.47
AUD_EMB 0.018 2.60* 0.018 2.60%" 0.001 2.43*
EMB -0.005 -0.40 -0.005 -0.38 0.000 -0.43
controls included included included
Fixed effect included included included
# of obs. 1,733 1,733 1,733
Adj. R? 0.266 0.266 0.267
F-stat. 281.15™* 249 42" 179.51%
panel C. sample with lower opacity
, EMB™™ EMB*“° EMB™
Variables - - -
Estimate t-stat. Estimate t-stat. Estimate t-stat.
intercept 0.109 3.52%* 0.110 3.52%** 0.109 3.39**
AUD_EMB 0.018 2.62% 0.019 2.62™ 0.001 2.48"*
EMB -0.006 -0.48 -0.006 -0.46 0.000 -0.51
controls included included included
Fixed effect included included included
# of obs. 1,692 1,692 1,692
Adj. R 0.256 0.256 0.257
F-stat. 44476 170.73*** 87.51%*

1) Detailed definition of variables is in the note of {Table 1).

2) ¥, ** and *** denote the significance at 10%, 5%, and 1% level, respectively.
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