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AT = 472719 71 =351 Ao|th(Jeter and Shivakumar 1999; Das and Shroff 2009).
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< S5 HEelHa detEnt

EAHWS 5 7 ATFESIZE)Q] FFS 197452 F5 Fh 19.4899F 2 Xjo]2 Holx] sk
Oh. FAHE(LEV)S] Bat2 043422 YERIT ol= 7|9 A4k tiv] 4 Bl&o] Bt
O8 OF 434% F&Ql AL AUt FEHIE(LIQ2] BHH(F )= 2.153(1370) 22 T

vl & Hs) dHH oz oot AolE EATh 7199 e <fnlshs ROAS] ¥i(F
FrrE 0.024(0.033) 2.2 YERSITE o]l A¥h= AHAFSA tiH] F7]eol9 2 Bl&o] 24%
Ql AL o]ttt T3t FE ] 66.5%7F T B3] AHABIGHS] ZHAFRIS AT, 15.9%7F
EALO0SS)Z UEHLL AZE & 5 At A DEADA)S Bt 0.2430]3 F914
021622 Bt o2 Z Aolg HolA| otk WEHYFEGRW)Y] B (E )=
0.078(0.048)2 UEFITE QA EXIA} A E-E(FOR)Z 10%S] A0 E Uehton, A7|A= 2
F7EA] AH] A7 MTB)S] Bt S9fp= 22 3351, 2301 02 YEET.
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(B2) 71284

i B3| BEREM | 2% | 50% 75%
SAR ~0.081 0.701 0316 ~0.085 0.176
DETI 0.011 0212 -0.030 0.003 006
DBT2 0.001 0232 ~0.080 0010 0.093
MAX1 0.048 0.246 ~0.005 0.024 0.067
MAX2 0.099 0.291 -0014 0.067 0.172
SIZE 19.745 1.500 18678 19.489 20,682
LEV 0434 0.204 0274 0439 0581
LIQ 2153 2983 0930 1.370 2157
ROA 0.024 0.087 0.006 0033 0.065
BIG4 0.665 0472 0.000 1.000 1.000
LOSS 0.159 0.366 0.000 0.000 0.000
DA -0.243 0274 -0.392 0216 ~0.071
GRW 0078 0.300 ~0.045 0.048 0.147
FOR 0.102 0.140 0.005 0.037 0.148
MTB 3361 3.965 1.306 2301 3976

1) H0] FOJ SAR = tH: 42SE] t+1HE 3T FAUS, DBT1 = tH: (1-327| BaRAl - 427| 2 24) / tH:
EXL, DBT2 = tE= (1-327| BZ2A - 427| & 24 / tH= AR, MAXT = 8= (1-327] & ZM 24 -
427) 2L 2R / tHE SR, MAX2 =t (1-327] & 2t 21 - 427| 2 2A) / tH ot LA, SIZE = tH=
SRR MAZTE, LBV = tHE RAHISERA/SAY), LIQ = tH= SSHE(RSALY/RSFA), ROA = tHE: A0S
(F712019/ZRKY), BIG4 = tHE ZAIRI0] BIGA HMFRI012 1, OtLT 0, LOSS = t-1HE &AM 7|0[% 1, Ot
0. DA =tk 273 Jones D0 2ol FHE KA UMM GRW = tHE IiEY JEE((HSAt-01=H-1)/015%t-1],
FOR = tAk Q=QUEXIAL X[2&&, MTB = tHk X7|XH2Q| MEIIR| hH| AE7IR|

<X 3>2 F/RFE Fol& AAIAE AU £ dAFolA SE5HeLE AMH &
o] B i WE4dS UEtE DBTL, DBT2,
=9 ATEAZE e ol 1-387] tiH] 42
7] BASA B BliEAgo] ALSE FEAFA EHH R kgt AS ngitt
DBT13} DBT2&= B H-A(1-327)tH] 427] & RAFE9] ¥54S, MAXIT MAX2E X
R (1-3E7] )] 4827] T FAGEe] HE4S Yetdth $xH4to g2 &S5 DBTI,
MAXIETH AZFEFHEANZ EE515E DBT2, MAX20 A A1% ¥hS3t 5(-)9] #HaAdo] o 3
A Uetgth &, olejgt At ARARE A Al 7199 ARYEHE FIoHA Hol1ux ot

r
>
o
=
olo
£
g
&
S
N
=
s
e
N,

il
N



487) BAFE WEe] AAuee] WAL 9% | WBE, 234 119

fel08 Qlstol o%x}xﬂfxﬂm FYEE 427] Bo| RAFLE Shstel Y A2A
ol e MO AL AL oJulict

BANL 2] 79T 27D, $ePIRON, AFHAYABCHE AGUSEART
G5z 19%helH FeHel TR ekttt olejdt At A AFE 242, 2oHo] &
242, GRFAAUALSE AU FHAA JFLS AL R0 fREo A9

Avto|t}, vhdo] AJAHRS(SAR)S HEAH|-&(LEV), &4lojH(L0SS)H= 90

z

A
3 2O AUBAZE T ), ol RAHIR0] £25T, ST ofRIL A
S0 249 JFL AL AS HolET SFEURLIQL AT A5HA] eokA e

457] BAWS(DBTI, DBT2, MAXI, MAX2)TH= 9@ 9F(ne] J8aAt ekt 9)
g, 015 ¥4 7] FEAgo] AU FFL F AOE o Hch A TYNDAY
AR gu] AT MIBY= At G52 1%l 4 218 ()9 B4l 1t
ehdeh nEro.E, AR ERe AT Foa G+ JBTAL Vet Uk,

L



SAR 1

peT1 | 9036 4

perz | 0% 04

waxt | T0.0%8 060 - 0d62

maxe | 00% 0409 10874 0472

size | 0119 | 0044 ) 0061 -0.054 | 20006y

ey | 70083 | -0.0%5 [ <0183 ) 0020 0288 | o8 |

LIQ ogo7 | 089 | 0196 | 0028 1 0.349 | -0.128 | -0.508 [

Roa | 078 | 0062 110019 1 006910027 | 0174 | -0.336 \RGHEN 1

Be | % | 000 | TGP | ooor | OO0 0P 00 IR OB

Loss | 0083 | 0080 [gg1p | 0046 Mopoa |n0.069 | 0251 | O.0FGHEROSMRIRO00 |

DA 0089 0093 | 0106 | 0088 | 0138  -0.109 0.5 1 0216 | 0001 | 4035 | got1 |

cRw | 0120 008 0113 1 -0.032 1 -0.066 1 0006 | g5 0024 0170 0005 | -0.125 0467

FoR | 081 0006 0006 0002 0013 0482 -0121 0.0% 0226 02% 0118 0054 4o 4
wrg | 0003 0069 | 0076 | 0068 0014 | 0011 | 0368 -0152 -0178 -0081  00% | g6 0078 0196
1) d4ol Hol= A1) HE.

Q) v % % L 22t QOIAE 1%, 5%, 10% AZOIN SOIgt

T 0C1

=1 el

=]
1z

Zl \B8l0T ‘Sl ~E)Sviy ROl & v

=
FS

(
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3. 427| HxirE MSHE0| A2AE 0jxl= B2

¢

AFE 1387 tiy] 487] BAFE H54g0] Z]-_E_}\]X]-q]

e 2 A7 7 15 A55] SR 23t 2

H] 457 BAFEY HEAdo] AEAF| v|A]= JFE BA6H 2
o]

h:l ,
e ot

27 (1-3q) HiH] 457]9] RAFR HEAJo] RHEA| A
I 13 32 2102, 1E 29 BE 4L o7t HPH s mEsleto] BAstTh

HA 29 13+ 29 204 DBTIF DBT29] gAAPE 242} -0.077, -0.1692 R-2=E 1%
oA S()9) 7+ Uehdch ol2igt At 1-387] tfy] 4587]9] Baro] WEdo] AF
S5 AN £ BhE S ol Ag vt 2 33 240l E MAXI
MAX29] 3] HASLE -0.068, 0.1270.2 UEIFOH T AlSl BT 1% 53004 Z+zF S0t
2()9] FS Hol W gk wWebd ARAFOIA 1:387]9] BERA} HejRAFE e 42

7] BAFLE ANHOR Sashs 7]l BE BAHo Bl 9o HolRk A
sfole}. ek, SECO] FARe] 2ATH 1387] o] 487]9) BAF2o] F4 WEAHo] 9
Ut AR AN E RAH0R Be-S Holw gtk AL ojugc

BANGE Ao 7| TR (SIZE), FHYROAT} T Fe| Ak BolFoiet. o
93t Avhe | AFE 25F 719 40| Be4S ARSIFo] sl AFuS
Z7ke AR Uehdh 2 RAuISLEY), SHARLOSS)S} AYEHe-2 GOl S
o g2 Btk ol Aol A AFEolgo] £e4E EAoINI} WHSE FHHOE
7F8ta itk Flolth. ¥ SEA(LIQ) RS AYABIGH, AFLYADA} AFuHS
(SAR)E R2I3HA] ottt TUAREFORO] £ LHE AYISE RT S(0)9 P2 1
o3 glou], TfEAYFEGRWT FFIX thu] AT MIBY= AgeHdt ofat
(#)9] gk tehR et

FUART, 1387] ] 487] & SR SAAG FhsHe AL ABAY ol

% §9lo] Mg Fxfolet. webA] AGATE 48] ol HAo| FAFRE et A
4o BAFRE Faoke AL AFOIAE 2518 FHQ WeS Kok O g
Tk %, 1387] o] 48] @ RO GAHQ Fa Bo| B48 ARAGOIE RALoR
=]

8- ol Axpolehy

4) AT ALE o]83F Two-way clustering B4 435t 23} FHQ DIFFY] @4E0] % d#EA 5U3 4
IS UEI it
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(B 4) 1-327| tiH] 427] Bi2ol #

S0| A=A O%]

rr

s

ot

SARu1 = Bo + BiIDIFF(DBT1, DBT2, MAX1, MAX2), + 8:SIZE, + BsLEV,
+ B4LIQt + BSROAt + BGBIG4t + ,87LOSSt—1 + BSDAt + ,89GRWt
+ B1oFOR; + B11MTB, + B122IND, + B132YD, + ey

2% 1 (DBT1)

me

oLT

AH(1-30)

2% 2 (DBT2)

2% 3 (MAX1)

Z|HEAH(1-30)

2 4 (MAX2)

Intercept -1.308(-10.43)*** -1.307(-10.45)*** -1.301(-10.36)*** -1.278(-10.18)***
DBT1 -0.077(-2.07)%**
DBT2 -0.169(-4.72)***
MAX1 -0.068(-2.13)***
MAX2 -0.127(-4.32)***
SIZE 0.062(9.26)*** 0.061(9.18)*** 0.062(9.21)*** 0.061(9.07)***
LEV -0.148(=2.72)*** -0.163(-2.99)*** =0.144(-2.65)*** -0.163(-2.98)***
LIO -0.003(-1.01) -0.001(-0.36) -0.003(-0.99) -0.001(0.11)
ROA 1.425(11.25)*** 1.447(11.49)*** 1.430(11.31)*** 1.446(11.48)***
BIG4 -0.015(-0.79) -0.016(-0.89) -0.014(-0.79) -0.016(-0.87)
LOSS 0.118(4.46)*** 0.123(4.62)*** 0.119(4.49)*** 0.123(4.65)***
DA 0.001(0.04) -0.003(-0.08) 0.002(0.05) -0.001(-0.04)
GRW 0.233(7.31)*** 0.221(6.92)*** 0.233(7.33)*** 0.227(7.15)***
FOR -0.328(-4.83)*** -0.327(=4.82)*** -0.328(-4.82)*** -0.326(-4.8)***
MTB 0.006(2.86)*** 0.007(3.22)*** 0.006(2.85)*** 0.007(3.08)***
IND/YD Included Included Included Included
Adj.R* 0.055 0.057 0.055 0.056
F-value 18.26%** 19.02%** 18.27%** 18.87***

o
=\)=
52) o+ £ o RORE 1%, %, 100 4EOW 2R

4. 437| FiiEe| AU SHFE Mt X2AE DXl &
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<E oA BATRE FULES Deish G 427] RASL Y} AEAZY B
Auhg A ugrT Tt 4%7] % BAFRY 57 ol A4 AFH Gidgol =
FE Ado|nE BAFRE FHFEL Tefsle] BATE Ao o e A0 weEr

AN ek

= A% 7Ide 28A

. weEbA 1-387] giE] 427] 2
H| 4827]9] RAFEI}F 44T 1

PA5L FRE £ BU4E FUC

=
Ge /1Y AR BAHA derd A



427] FAFE #E5ol ARkl mAe 9F | WRF, 254 123

55 Group 13} Group20|H, 457]19] B 7} Z718F 152 Group 37} Group 40|t} FA|
FEIF BaR 1Rl E94E /1EUOR B 2 vROR 427|9] BRI 4T
152 Group 1, Hat -2 oA "ol 7]4S Group 2 ot} URVIA| 2 S5 7|&H0°
2 sjof 43719) FATFRI W 42 OlEO R ST TS Growp 3, B 42 OAOE
7}st 7192 Group 4 o]t}

4R7] I Bt B 2 o) WEH Group 2= AHA ez YA o]xT
51O AR oF T80 PR WEAD T AEE B

< 5= B +X(DBTI, DBT2, MAXI, MAXZ)-J IEZE 7H) AR HHo] S99+
1% ol &olE Holal Qlrk. |A 427] FA 27t 7:H:9} Group 13} Group 2& H| 3]
HH, Group 27} Group 12T+ £7 ()2 WFoE UEtHT ol AlFA 4270 FA4
TE7F S48 7]dollM= 1 5\-—4 Fo] S5 A W52 skl Q= AL T
487] BAFE7 71t 152 Group 37} Group 47} Uttt AJHES-2 Group 42T} Group
34 FHZQ 2 Hol= AR YET. ol 427] FAFEIT S/ A5 ARl
A SHTE SHLE BatollM +2 vt g 23] A% 45T Group 3914 714 AT
a2 =7 B7ete] #PZom WSt Aow FEH. —‘—?JEHEEq A= 4271 A

S A _1_._01] ML 2948 2408 )& 71438 Group 2004, 457 BAfFL7t &
7It IFolAe S8 SHLE &% S7IRE Growp 3914 £ 22 =4 7. 5,

A= 4271 —rXHﬂ'Eﬂ S48 7IdolME O 549 Fol dFFF o 75 AT
BHE T2 Hol7] fI7t AR Y7t vtgE ThsAdol wrhal wisto] Ao s
HgStaL Qlom, B2 427] R+ S7HE Z]dolM= I SV &2 7sshd A
S WA 7 AEE SPgHoR HolA & 99lo] oAtk Wetshel BRjme] 2
So Re4E BYH0R WSSy Yrty FEAT} Ty olaig At el g3t W
o QnwAE FHal] Sie 2714 A7k wheA WaE wast gk

ol l

T
o
° % %
o

(B 5) RA29 J8S 7 AIEES Xt0[0f tigt ANOVAELZEA) dd 2
S E(1-30) Z[CHERH(1-30)

5= % =

Group1 2023 -0.020 2023 -0.080 2023 -0.027 2023 -0.150

Group?2 2087 -0.133 2087 -0.305 2087 -0.137 2087 -0.358

Group3 1836 -0.126 1836 -0.267 1836 -0.111 1836 -0.208

Group4 1762 -0.007 1762 -0.041 1762 -0.001 1762 -0.023
F-2t 13.23%** 29.77%% 13.47%** 20.25%**




124 3 M2t ZAF 917 H60H MAS(EH M775, 2018E 129)

<X 6> 1-327] diH] 427] FAE sl w2t AA2A ] vAls 9 AHERA,
Group HZ DIFFS] Q45 £A2 07 37|40 Z3AA J|HAEAH S 3

7] BAFE $50] 2 ZFA3F Group 12 AHEAIZHSAR) T §-2J51A] ko)t o]
BEATL 427 T HA 9 RAFEE FAGH L FHFEE 4&F £0]
A= AFolegta Wolsoix 4] gete 202 240

Group 29| 79-0l|l= 427] RA 7t A E= WPl tiE Aad IF Ao
A7F 457 & HAO BAYFRE FASH I k¥sh= A oFoRE 1387] thH] 427 T
QTR & dE SATGA AFoA= ] s|AME ] 2% 2]
o] Bz o= ukg T 2S yepdich mebA 1-387] ] 427] BXFRe] 4 £

DO

ol
Y
AN

Y,

o rl

©

(]
U

= R

o] 25 A AE FAHHLR BrelA S-S & & At FABLOBTL2)7 &3 A
FAMAXL2E 7122 & 1 BF 1% s Foft 262 g2 WEaL o

Group 3& 487] & BATE} 4% 37} Jgolth DIFFY BE QAET AFS

(SAR)°] F94+= 1% =4 2()Y #= YHEHAL Ut} o]= AJAolA Group 4EtTh
Group 3914 238 FHZQl g Holil Qe Ayolt. &, A Hojzte FAHE7}
#agt A diF 4 IF00A, FAHE7E S71RE oAM= &% S71E 2150
Al B "ZSHA ¥HE Holi QlZS & 4 QY ol E é#% AlgolA FAFEE 4
St =29 A Group 12t} Group 2004, FAHEE 5715 294 Group 42t} Group 394
t 374 g2 Ho|il Q= A¥fo|t

TR0 2 Group 4= 47| FA+E7F tiF SVt TIFolth. 427] FA+E7} ofn] 73
FA7E 2E o ¢S A2 ©ol solw7] "2 AelA 71de AFHeE ol e
AASEAL o FHZQ veS HY Zojtt. MAX2ARE FolE 1% +EolA &2
P2 UE L Uk A Aol A= 427] A E7E S4E 7oA = 11 $49] Fo|
255, 427 FAFEE S7HE Z1dolA s L $49 Zo] AE24E RAPFo R vhgsia

= T
Ne= HolE

i

_

of 0lxl= 3

—

o

T 6) 1-387| OjH| 487 BEXHE £Z0| XF=2A|E0
(DIFF RAE Z&xt8o=z 2|;L|A|01| LEI5H0] HAIEH

SARw1 = Bo + B1DIFF(DBT1, DBT2, MAX1, MAX2), + B.SIZE: + B5LEV.
+ B10FOR: + B1iMTB: + B12XIND: + B132YD: + e



of
ook
T,
z
oflt

427] FAFE "ol ARl nAE

Intercept Included Included Included Included
DBT1 0.011(0.21) -0.342(-3.47)%* -1.735(-4.66)*** -0.228(-1.09)
DBT2 0.007(0.07) -0.299(-2.84)*** -0.215(-2.53)*** -0.116(-1.57)
MAX1 -0.003(-0.06) -0.159(-2.35)*** -1.398(-3.91)*** -0.340(-1.56)
MAX2 -0.012(-0.20) =0.174(-2.24)** -0.230(-2.67)*** -0.165(-2.13)***
Controls Included Included Included Included
IND/YD Included Included Included Included
N 2,023 2,087 1,836 1,762
1) #H0 Hoe= AM(N)g EX
) ¥ ¥ = Z7F QOIRFE 1%, 5%, 10% EOM [IF

02!

5. 4F7| B2 {34 HIRSEXM0 w2t XE=AIZ DXl &

<H 7> oA 427] FAFEY HES ‘rro-‘*]‘ H] 5
AE AR kst 71 FATELY] 754 ofF % A AEsthe Aol B Ags
Al F43h= Aoletil =] wZolo. 71%194 ARl FAE &2 Tt 799 FAE
BT HAlste] AEE7] w2 7199 ARYF ) AN 77 ET 4 Ak
2k 20110). E3F F A Al dsiA 19 ool AekelRrt EA A HlR-5-FA o]

disiM= 19 o]0 g7t TASH dnt. wEhA 7|42 271311 #AE 4Lstr] 9
A W2 de2 SEoF 2ttt o|= QI8 FAj o) 2E7|ZHe] A7 Aol FA 2 g A
o] B EHAL oldE . dfust xE7Izto] 11 FAo| ws| 2 FAl= o] e A=
Je Aot vgol H @ol iﬁﬂﬂ mEolth. A7t YheE2 FAlolu 71 &3] ¥
stof mEh de FEIF g 4% 7199 AFEold AgAdS worAl AthdAde 5,
2011). TEbA 7Y RE R ZHEer FhHez AF4 Aol ol s ¥s

Ag AzsiA 2 Aol

Panel AS]AE 487] & S5O WEo] AHEAAS v A AFS LAt WA 2
9 13 2004 487 S5 AEOBTI, DBTYRAES] HAASE OIS 1%AoIA 20
o gho Lreheteh. olefd A 1387 the] 48] A FolA SEEA ZhEE A
ol $HH R WS Yrks Aolt. 19 ofuje] g =d BAvt BTk AL RS
S71zke] Agslof o17] tge] Be @ol §2F Aolth AL ARt 487] W
FERAY F2E Zo] 7|QY ARG FaA Holv] 8l ST 1wk Aol

& wlo] AOIAE BARoR BT Qi A0 SR NI w3} 404
T HYEATRMAXI, MAXDESY] A4 BE §o4E 19%olA (9] Ftos
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Ebgeh. A SAIBH] 3l 7149 ARSEE
S5HA| Hol= S|A A=l ot AFdE 9 AAdeletal wdste] Aol A FAgA el v
= u

= .

Panel B 1387] thH] 487] % v 95549] W] AEAA0] nlx Jare B4
ok 29 13014 SFASE BE 809 Ghe UERIAT SOSHAIE alotth WSS RAE
FEEA R} AHoR v me Qg @_T;L%% et A3 2 YA W

€ ¥ig0] § 2057 92l B4l yric AYA7S YR Gl

A0 487 BATR) WES SERAY 1 FERAR BRI A ol A
b 2tok A Aptel Aaeo] et AS dashas. gl du RAEe o
¥ FHO) LE BAE mYsto] AEE7] Ee] 7199 ARAPS SHT i 057t
AT ek 2T B 5 GTHEEER 2011, tetd AgelAL 7199 BAE Bk
W FARAE E o ARsksio] 938 JHsAo] Btk 2, BAT EAulolehE $54 o
3o et 1 7199) ARGRL o A B4 Aol BAAT, Aol A RAY £54
ool wet 7)) AR AR o W Yk Ao UehiT, 457 $5
B310] W5 o] 245 AHIHE /1A ARAL B BIASIL Q= Ao et
ol B3] Ged] 487]0) BAFE W54 B ope 20 TR mXE FaFelo] A
MHoR e A2 AR theby ojoh e Az 744 38 AAsHe 454 5
£ AZsoc

E 7) 427] BX f35d 6RO H30| A2AE OXl= &
SARw41 = Bo + BiDIFF(DBT1, DBT2, MAX1, MAX2), + B.SIZE, + B3LEV,

+ B4LIQ: + BsROA: + BsBIG4: + B7LOSSi-1 + BsDA: + BoGRW,
+ B10FOR; + B1iMTB; + B122IND: + B13XYD: + €3

Panel A. 1-327| OiH| 427| RSFA2| HS0| A=ZAIY0 O|Xl= S

ocH-
'IT%_I_

H(1-3q)

2% 1 (DBT1) 28 2 (DBT2) 28 3 (MAX1)
Intercept -1.303(-10.4y** | -1.320(-10.54** | -1.291(-10.21)** | -1.314(-10.49***
DBTI -0.314(-3.39**
DBT2 ~0.049(-2.69)***
MAX1 ~0.144(-1.82)*
MAX2 ~0.048(-2.16)**
SIZE 0.061(9.18)** 0.062(9.27)*** 0.061(9.08)** 0.063(9.35)"**




487) BATR WEo] Agurse] WAL 9 | W9F, 234 127

RSF(1-3q)

25 1 (DBT1)

2% 2 (DBT2)

23 3 (MAX1)

28 4 (MAX2)

LEV -0.152(=2.79)*** -0.142(-2.62)*** -0.136(-2.50)*** -0.147(-2.69)***
LIQ -0.003(-0.91) -0.003(-0.82) -0.003(-0.96) -0.001(-0.18)
ROA 1.421(11.25)%** 1.450(11.51)%** 1.440(11.42)%** 1.437(11.39)***
BIG4 -0.016(-0.87) -0.017(-0.94) -0.015(-0.81) -0.016(-0.85)
LOSS 0.120(4.53)*** 0.121(4.56)*** 0.120(4.52)*** 0.120(4.52)***
DA 0.004(0.10) -0.002(-0.06) 0.001(0.04) 0.002(0.01)
GRW 0.231(7.27)*** 0.228(7.15)*** 0.233(7.31)*** 0.230(7.23)***
FOR -0.323(=4.75)*** -0.331(-4.88)*** -0.326(-4.8)*** -0.337(-4.96)***
MTB 0.007(2.97)*** 0.006(2.80)*** 0.006(2.79)*** 0.006(2.77)***
IND/YD Included Included Included Included
Adj.R® 0.056 0.055 0.054 0.055
F-value 18.57%** 18.39%** 18.22%** 18.28%**

Panel B. 1-387|

CHb| 427| HIRSRAHC| HS0| A=2AIF0 OXl= S

A(1-30)

H Q=S

25 1 (DBT1)

235 2 (DBT2)

23 3 (MAX1)

28 4 (MAX2)

Intercept -1.316(-10.5)*** ~1.310(-10.44)*** -1.319(-10.53)*** -1.346(-10.59)***
DBT1 -0.034(-1.18)
DBT2 -0.047(-1.11)
MAX1 -0.010(-0.34)
MAX2 0.019(0.97)
SIZE 0.062(9.32)*** 0.062(9.27)*** 0.062(9.33)*** 0.063(9.41)***
LEV -0.143(-2.63)*** ~0.148(-2.71)*** -0.140(-2.58)*** ~0.134(-2.45)***
LIQ -0.003(-1.01) -0.003(-0.98) -0.003(-0.98) -0.003(-0.92)
ROA 1.436(11.34)** 1.451(11.51)%** 1.446(11.41)** 1.461(11.56)***
BIG4 -0.015(-0.82) -0.015(-0.81) -0.015(-0.82) -0.015(-0.83)
LOSS 0.118(4.45)*** 0.120(4.51)*** 0.119(4.48)*** 0.117(4.47)%**
DA -0.002(-0.04) -0.002(-0.07) -0.003(-0.08) -0.005(-0.14)
GRW 0.232(7.31)*** 0.229(7.19)*** 0.232(7.27)*** 0.231(7.24)***
FOR -0.333(4.90)*** ~0.334(-4.92)*** -0.335(-4.93)*** -0.337(-4.96)***
MTB 0.006(2.74)*** 0.006(2.82)*** 0.006(2.71)*** 0.006(2.63)***
IND/YD Included Included Included Included
Adj.R* 0.055 0.055 0.054 0.054
F-value 18.14*** 18.46%** 18.08*** 18.17***
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The Effect of Changes of Debt Size in the Fourth

Quarter on the Market Reaction

Park Hyung Ju* / Cho Joong-Seok**
ABSTRACT

In 2010, the U.S. Securities and Exchange Commission (SEC), expecting to enhance accounting
transparency, proposed to regulate the temporarily reduction of the debt in the fourth quarter. In wake of
this, we study the temporarily fourth quarter debt reduction practice in Korea and its effect on the
market.

To study the effect of changes of debt size in the fourth quarter on the market, we analyze the
non-financial Korean firms listed on the Korea Stock Exchange for the years 2003-2016, resulting in
7,708 firm-years. We use size-adjusted stock returns as the stock market response measure. Following
the SEC regulation definition, we measure the fourth quarter debt size change compared to the first
trough third quarter debt levels. The results from our study are summarized as follows.

First, we find that there exists the reduction in the debt size in the fourth quarter. We find that there
exists the negative relation between the fourth quarter debt size changes and the market response. We
also find that the market reacts more negatively to both larger debt reducing and mild debt increasing
firms. As a whole, we document that the market responds negatively to the changes in the debt size and
reacts differently to the direction in the fourth quarter. These results suggest that the market suspects the
firms’ intention of the fourth quarter debt size adjustments and as a result, reacts negatively to the debt
level changes.

To further investigate whether the market reacts differently to the debt liquidity, we study the market
reaction to the current and non-current debt reductions. We find that the market reacts more negatively
to the reduction of current debts. These results show that the market incorporates the debt liquidity and
riskiness and therefore, evaluates differently the fourth quater debt reduction.

We study the practice of the fourth quarter temporally debt size reduction in Korea and the market’
reaction to this suspicious practice. Our study reports the existence of the debt size reduction in Korea
and shows that the market reacts differently to the fourth quarter debt size changes, depending on the
change size, direction, and liquidity.

This study sheds light on the importance of the quarterly accounting information, expecially debt size,

* Ph.D. Candidate, School of Business, Hanyang University, Primary Author, E-mail : phj820@hanyang.ac.kr
** Professor, School of Business, Hanyang University, Corresponding Author, E-mail : joongseok@hanyang.ac.kr
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and its role in providing the relevant information to the market.

Keywords : Debt covenant-hypothesis, Quarterly debt ratio, Debt change, Market reaction






