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Abstract This study analyzed the relevance between investment horizons of foreign investors and Book-Tax
Difference. To do this, we measured investment horizons of foreign investors as the investment-turnover of foreign
investors. We use the sample of 3,025 firm-year Korea listed companies belonging to non-financial corporate sector
during 2011-2016. The results of empirical analyses show that investment horizons of foreign investors has a
negative relevance with Book-Tax Difference. This result indicates that the firm have a long-term foreign investors
has a good Accounting Earning’s Quality than the firm have a short-term foreign investors. This study is expected
to provide useful information by suggesting the need for more incentive for the long-term foreign investors. And
Our Study has a contribution that this study extended prior research on foreign investors by utilizing investment
horizons of foreign investors.
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Table 1. Variable Definition

Variable Definition
BTD Book-Tax difference
InvTumn trading turnover
FOR foreign investor dhare
SIZE business scale
LEV debt-to—equity ratio
CFO operating cash flow
OWN majority shareholder share
BIG4 auditor size
LP listed period
IND industry dummy

YEAR year dummy
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Table 2. Descriptive Statistics

Variable Mean Med Std. Min Max
BTD 081 030 195 -512 713
InvTum 9.323 4.145 16.156 000 116.650
FOR 9.736 5.506 10.809 002 46444
SIZE 26.848 26.573 1416 23.722 31.102
LEV 437 448 199 .001 979
CFO 048 042 .081 -.203 297
OWN 44437 43505 15.842 5.920 90.040
BIG4 759 1.000 428 .000 1.000
LP 2823 3.045 .790 .693 4.025
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Table 3. Pearson Correlation

Invfum FOR SIZE LEV. CFO OWN BIG4 LP
03 -002 115 -127 -025 076 .024 .091

81D 347 229 000 000 .16 000 .174 000
InvTu -309 -204 139 -054 -038 -.080 -.079
m 000 000 .000 .002 032 .000 .000
FOR 449 -088 186 -232 222 -.005

000 000 .000 000 .00 777

304 021 -113 379 063

SIze 000 222 000 .000 .000
-205 -092 .074 002

LEV 000 000 .000 .894
-026 .070 -.090

CFO 139 .000 .000
036 -.159

OWN 041 .000
-.045

BIG4 009

4.2 324 A3
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Table 4. Results of regression(1)
BTD; = a; + BinvTurn, + B.FOR + B3SIZE; + B4LEV, + BsCFO;
+ BsOWN; + B;BIG4; + BgLP, + BnXIND + Bm>YEAR

Variables | Coef. t-value Coef. t-value
Intercept -784 -10.879 =+ -824 -10.945
InvTum .001 2.896 * 001 2318 *x
FOR -001 -1.829 *
SIZE 031 11515 = 033 11342
LEV -135 7143 e -141  -7.359
CFO -084 -1.937 x| -076 -1.745 *
OWN .001 4085 =+ 001 3520
BIG4 -010 -1.153 -009 -1.093
LP 017 3973 =+ 017 3.891

F 25.561 24.521
ad J;szted 0131 013%™

1) == and = is significant level at the 1%, 5% and 10%
respectively (two-tailed).
2) VIF Max : 1.663
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Table 5. Results of regression(2)
BTD = ai + BinvTurn-D; + BalnvTum-D+FOR; + BsSIZE; + BsLEV,
+ BsCFO; + BsOWN; + B7BIG4; + BsLPy + BnXIND + BmXYEAR

Variables Coef. t-value Coef. t-value
Intercept -718 -10.377 = =730 -10.350
InvTum= -007 2219 | -005 -1.891 .
Low
InvTurn—Low;

“FOR -003 1747 *

SIZE 029 11.087  #| 030 11.004

LEV 128 -6788 x| -129 6832

CFO -087 -2.009 = -085 -1964 o

OWN 001 4016 == 001 3784

BIG4 -009 -1.116 -009 -1.081

LP 017 3903 == 017 3.870
F 25137 23.975

adjusted R 0.129™ 0.130"

1) ==+ and * is significant level at the 1%, 5% and 10%
respectively (two-tailed).
2) VIF Max : 2.059
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