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Abstract

Purpose - This study aims to identify and document earnings management, sources of investment
growth, and CEO personality traits as three determinants of difference in the value-earnings
convexity.

Design/methodology/approach - To test our hypotheses, we run cross-sectional regressions based on
the Fama and Macbeth (1973) procedure using US firm-year observations from 1968 to 2017.
Findings - First, we show that the value-earnings association decreases with accruals and real
earnings management. Second, we demonstrate that the value-earnings convexity is weaker when
investment growth is supported by off-balance-sheet intangible assets relative to on-balance-sheet
tangible and intangible assets. Finally, we find that extraverted CEOs and CEOs who are more open
to experience are better at exploiting the growth opportunities implied by the current accounting
profitability. Conscientious and neurotic personality traits of CEOs make no difference in exploiting
the growth opportunities that the current accounting profitability suggests.

Research implications or Originality - This study complements and extends the literature on real
options and behavioral agency by demonstrating that the value-earnings convexity depends not only
on accounting profitability and investment growth rate, but also on earnings management, sources of
investment growth, and CEO personality traits.
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1. A&

7q'°4°]°‘”§§(residual income model)& 7}x]-0]¢] A7} AP =A<

[e]
=
¥ (real options valuation model)& F2] 7} H7} oA AESH 27149 1

Fde AR
EPE} Ao AL YA T o]eS AEFoIN It JIAE AT § gloH, Fa
AL YABEH F71<) £48 gol gALe] hx|o 7]AE = itk AERAHTIR oA 9] EE

718 7199 F2 7HA 9 o]ef o] BAE dutstste] AsA| eethe Aot} John Graham2
2022 1)ZA) 583 (American Finance Association) 3% 44 “71gd AT} B3 FAES
THH oz Ao, R Aol AR A FAE THF oM, e oldH] S4E e
71980l M2 o 84T dakH] ArE Qs A AAY sS4 47 b2 vhEekal thE oAbEA
H4E ARtz ARdol iAok 3 shelth, o] F Al 71 vk #¥lek 2o TR+ Cao,
Wang and Yeung(2022)¢] <177} Sltt. o5& 7199l ARt 4ol Zas A=s TF3te FARE
AL ol #AIAL vs, AFEAPE ols @A) ol whet wEie] 7] Aart deiitke AS HolEr Rao,
Yue and Zhou(2018)& H&9 A&JFA71A](real option value of segments, RVS)ol| 7|9kst 7 &)
Azko] wgf FAFA g0 FFS A F JFE BasH. ol AF= A7l RVSE AH
wrdstm, B7 S e wEt BEES o o] d ] RVSY Aol 719 HA FEdA F84
ZHEG § Jt= AS AARIEE Zhang(2000)2 3A14 Sl o] s=e)do] AR 1hAg il 5
FAF RS otk TPdstell, T4 7R dAlY ddEES AEE e F4A% A °ﬂ‘§%"

FAsHAl 2AE F de FHOE FAHY ASE HHSE AAET. Zhang (2000)2 d9E
zA HAQ oA BAAR ] Frm Hslo] 7}x]-0]] E-EA4](value-earnings convexrty) :2—011411:]-
3 3ken, Zhang(2000)9] Rdelx] 712 &S ojne A1 34| 74 24E AR & (F
& HER AMEE)F A7|AHL Y] FRIMA (PR AR ARgH)elrt D

74A-ole} E54e (Fig. 1) o] F2] 7px]9} o] o] o] dAF R F7lsle AL T
ok A B0, A FAA ol &4 PRl & wl, B ol FAskAL AR 9] A
NEo R B RS HE & Aok wEhA £ 3ol T2 ThA e ol RS () dAE
7Hd = St A o' ool FTksHAl HE 7ﬂ°ﬂ7\}—E T2 AR gL kgl HaL, ole
7Fx|9} o]¢f ko] H(+)e] FBAAE sl "k, o] B oAl F2] 7hAI9k 0]¢) 3] <k(+)

% Z3zltt, Hao, Jin and Zhang(2011)2 o]2{d 7}x]-0]2] EE4& A A31HA],

o] ABAFL AF7NE7E B2 AbelA TS A vehtal, olelgt A3 e ave
< FYEE Hole FRHAM BF BEsl vehdtia skt
F2ol 715 v} TX]'X]'—‘O] Gedk A 37 2dlo] opd WY
48 2 7 F%ﬂ%ka Alg-ee AErt S7kekdA 7EA]-ole] EEAl
#G A7 Fado] AAL Yot A2 FAAEL DS AFAFE A ek ozt ESG(3H
ALE], A z) ek 22 HiAE ael, 7] A Aex & #AS ) AFRE, o2
A3l F2yof 7pA]-0]e) ¥ gz o7y st sielo] opue}t Azt gt wiet Wslehe vl d
A deor uEtEe Aol T8 gFoAL U= Aot

m m1m o
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1) Biddle, Chen and Zhang(2001)& Frojole]mde] 7px]-0]2] BA} BAFAY £ &S ol&3la, 259 o2 Ak &
7wt




AR-ole] 254 Aolel ARagel B A7 327

Fig. 1. Geometric Representation of Value-Earnings Convexity: Relation between Equity Value (V)
and Profitability (ROE, or q) at date t+1

Vit

Scenario (i)

qi+1

Notes: 1. V, ., is the value of an equity-financed firm, ¢, . is the firm’s current profitability (current period

* is a critical level of profitability below which the

A

earnings / corresponding book value),
abandonment option is exercised, and qg is another critical level of profitability above which the

growth option is exercised. The intermediate range between qz and q; is where the steady state

option is exercised.
2. Zhang (2014) expresses equity value as V= BP(ROF)+kROE+ gC(ROE)], where V denotes a
firm’s equity value, B is the corresponding equity book value, ROE is the return on equity
(ROE= X/B=q), X is the current period earnings, P(.) is the put option to discontinue operations,
k is the (normal) earnings capitalization factor applicable to firms in a steady state, g is the firm’s
future growth potential, and C(.) is the call option to expand operations.
Source: Figure 4.1, Zhang (2014).

olgfgh #dl wig} B A= 79SS 7HA-01d BEEAY AlolE xefeke 795 addEdd F53)
Ak, APATES EURE THH]-0]e] EEJo] o]ejxA(earnings management), FA3E 54
(investment growth characteristics), CEO2] 445 (Chief Executive Officer personality traits)oll
e} gebd 5 Qlokar 7hgskar, - eRlAR Al 7o) 7P AAske] ol& AFetad skt ASEA
A, O]Eﬁf} 713 frAke dag 3Ad 5 Sl

7bd W& g 7bd A AaE dHatrld 94, 7Hd &3 Bdol e A8k #HS kAl

“‘%}"’ b gkt Zhang(2014)& o]ojxAe] glrke= 71Aetel 2] 7128 dAle] d985S AT

= Zigi 7]EHH—L~ 7}Xl CﬂZIM °ﬂ°d§’*5° T F 3Ue £34 7HA, °*?J ﬁl?_%—

V= Am IOHAH Z2 7}x] Btt Am MVH x}ﬂx}i FE7}A, E(:X/Bt)—z 717k
0] 999 JehItH X, = 717 0] 0]9)). P(ROE) & 4985 38 5+ Je <
ki olo) A3} A, g ARTA 9FES vt} C(ROE) S 9% 725 34 5 Je Fe4
S et Zhang(2000)0] W H# o] £4} Mgl ole] fFd we} gekA|n], F4 7hx]E
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o]¢] gl BExpdge] o wet 254 WA F7heth, Zhang(2014)2 72 7Fx 4] o]¢lo] n]X|:=
Fp(o]a} “o|JEH)E dV/dXly; =P (ROE)+k+gC (ROE) >0, 0|83t o] &to] Fx}2d7o] vl
A= B3 “AFEN)E d(dV/dX,)/dg= C (ROE) > 02 =283tk F A4 g oelaw
o ¥4 &5 7H3).2
B oA7el A WA 7P olda&INdV/dX )7t o)z FF e wel gkl (0] &te]
z}o]) AZF3taa) g}, Beyer, Guttman and Marinovic(2019)& <) B AA o] &3l F2 wd ol
ojojo] T FejollA] o]=7t o, Bu oA FIhE wol=rt BARAEY 7| Aol g
Eg0l & 9L vHIvhe AL BAFT mEkA £ d7E B A F7HE F e dEHgd
ol z2g2A o]dxAS sy, HE-S T2 oY (XS 3 71dF B2 o)A (X,)E 3 VYHe
2 Uro], T 7o) | dV/dX | dV/dX)|z& vlas) Bokth B s ojelzgog <ls) 7kA]-o)
do] oshd Ao R SPe, ol 24H o9 v AFE5ES A5k AEEAY F-84

z o

FUSH) dlelt, EAREE oolago g Avume] F4 AskE mels) ve) AFEE
IO Feldo LARUAD, ol 2B BEAT S G Ak, T A
olle] Al EAHe ololzA Sl wel gashs AN FAsGon, o A v uS

A 2 2 e 1©
ook ok o> i
N

A& Aot}
WA 7P el AREINd(d V] dX ) /dg)7t ARTEAL 378 Adshs 8] e} ‘:;}EV]—EX]
(3Fate] Ape]) HS3t Pﬁ“‘/} B AT FASTES AFAR 9 (off-balance-sheet) F-H A4t
(o3t “FHAA) ol 23 Fi(g,)3 AFA E A (on-balance-sheet) AaH(o]5} “FPAE) ol 475} i
(g))o= Haljsla, F 7o w2t Av|E d(dV/dXl,)/dg, % d(dV/d)ﬂB)/dgg'é v a3} giet.3) 7 P
AEAPG] FREAIET TPt O 2 FrPlE FoE o), TP @A 3)A1 e eldol
AABHE 2R ¢ e 4= & 4 9tk (Lev and Srivastava, 2022), o|23F A ER} A3 o=
st ol AREITL fYA ol ARENE 2T WE, U149 AHBRE Dyelol
she s whs wie} B Bxbo] #g A BEAY dolle SR FAE kA &
T St} oledt FAaFA} oA FAAA L] A EATL FAARA o] A EA R ZA
Uehet,

FEARY T2t diair= 719 o] dRdelate) o AR 1] AR v o] 7] wiiEl, AP
AREL FHA) FAYF o2 RE o] nIdHE Fgske Aol AP FHu|8o] Bl A8¥ &

elth(Barinov, Park and Yildizhan, 2022), wig}x] T pabol|A o] Fapdde AAaaS oksir i),
B 7= o]R H(bifurcated) FA437E0] Hao et al. (2011) 94 AFHE &322 (homogeneous) 4%
a5 dof 71x]-0]9] EFAS AR5 2202 F1E f8438 Zete AL ddn. =8
2 AP T wlA slle TAskel, AEasel Aol AR Aokl Hegteonn Adasel ol

n

aLA]
=]
T

M

W goby 24 st 2 A, AAETe] Aol AA Aleke] & w) SRt A
WA o= AR Xﬂ"“] TRt tigt FaFA 2AE dsAIuE AS ARG
2 A7e Al WA e ofmd CEO A5l FAH3d 71318 o & 2-8ah=A1(1d3713] 282

2) Lee, Li and Yue(2006)% Stein(1989)¢] “215 "l Z#|9l¢)=(signal jamming framework)"& ARgale] B ¥l o]¢]e tjs)
259 714 P9s 22t A2 97ES A A 9 I AE ade] 24E ua gtk o2 Breuer and
Windisch(2019), Del Viva et al.(2021), Hemmer and Labro(2019), Hiemann(2020), Kanodia and Sapra(2016)7} it}
Del Viva, Kasanen and Trigeorgis(2017)= &AM BIEH A& 71x]e] BEAJo] F24:0089] 1f9x(idiosyncratic
skewness)E -abgitta FAsic)

AFARS AR A A FEARte g FAEN =7 oslelMe AFARY FEA FEARke e ded] fEA
2tog A7) & gtk Pan, Wang and Weisbach(2016)& #3 2 73 Fald| g3l thelsl 57] SHolre] BUdxS Adslar
olgjgl Balxe] ¢S BMllEh= S&iTe] P o AdS AFaedrt. Livdan and Nezlobin(2022)-& 3|4} AlEo] gk 2.0 B
g 40| F® BTt Bxo| Hiehs FEoR FAE fdlshe A9EA Aol EAldths A HolFlth

3

g



7HA-ole) B84 Aolel ARadld Bt AP 329

zfol)ol| thste] HFett, FAR 713 43 7hsd Wk ol S1EF glaaw ket oE Eof,
Penman and Zhang(2020)& H&F2le} BEFold me} 4 H o] F2 714 &S vA&=
9% AR E ddithe 2E BAHoR BelFglon, Penman and Zhang(2021)ellA ©]E 4F3HA
t}, &3 Penman and Reggiani(2022)E =)&) gt 2 Zejnge 7] FREthE 93 743t
o] Aol o3 AErta steivt. HEF JFAES UYehle B9 AR SAE A5l
719 R FoEel g AWE F e B2 AY ok BRI AR A A o ek A9t
ARIFA o AR HE3 22 FAE oSS AWElr] Y8 ARt wel WEs (A AIEH)
e} AEAES AMSHE vhd, FE U]l o]&e CEOY 5A4S 53 714 TR 71471 ol
gt ahds W5 Adrdci(Hanlon, Yeung and Zuo, 2022), ¥ 15+ Harrison et al (2019)2]
g

“Big 57 AZAEA<] 74 (openness), 444 (conscientiousness), £34d(extraversion), ¢34
(agreeableness), 2174 2% A8k (neuroticism)& AH&3te], eJdkAo|xm ¥ o 7§l CEOYTFE F
A7 71518 o & E&3tke 2s B8kl CEOS] /gt akde] S7hstell wet 74x]-0]¢

20l 5 198 AT ¢ A

B oo AL oy} guh B i shx)-0]e] BEAo] 3]A|A Zudae] 2ol W ExlE

2 W9 oz} o]o) 24, FAgFe] 94, CEO A4S0l whel 9Pk Ae HolEomM, AEE
A3 BEel) o2 v RS WAL AT, B ATE 7p-o]e] RSl Holo] TRl
dl, 7}x]-0]¢] B-24& Hwang and Sohn(2010), Rao et al.(2018) 52| Mg AT or Bud AHI}
o] AEFAC 7kt FA7FA Y 2 F(mispricing)9} A Hke] el ol BF g vt
Aollx A4 747} ok, BEg TS ARbo] ZFstel wit AT eA AFAJEHE HlSe] AXIt
= HoA, A AFAEL T FAE AAste aQl, FIANE AFARE AXshHE Ade
W 71E, £Y8 B AR71E] F o= Ae] oS Fask 7HAEI e R A=Al iEl o Hsd
Za7F dek(Belo et al,, 2022; Crouzet and Eberly, 2023; Ho et al., 2023; Lev and Gu, 2016;
Penman, 2023; Zhang, 2013).

P Thish o] S 24 ol ud L B AARRE B A 1) e

AR, 37FeME AT RE Aol tia Adrgstar, 48elxs o] A #g g 7S AFES A
sttt SEelxE 7Md RS Qg T8 AR AR 9 AR ARE =it npRge g 6ol
A A7 ARE aokstdAN dE2S deTh

%

Gl
*

Al
=

II. o]J24 w7 @ odq7ld AR

L o]jzAel whE 7kAl-o]e] BF/9] Afo]

AR AToM= JARRT} 7197ER19 oAGA AAEEA ] Ag F 7R 3o Frnd& spEetal
o} A WA 2&LS Ohlson(1995)# Feltham and Ohlson(1995)¢] A& #7123 (linear valuation
model)e]a, F WA 282 Hemmer and Labro(2019), Hiemann(2020), Zhang(2000)2] A&-3-4%
7}5 ¥ (real options valuation model)olt}, ¥ A= Zhang(2000)2] HAERFAH7IEH S 240
ARgEEaLAL SRl ool o] B oA AR} ARFEA ] AAHo|HA EAF ATg 5y
wliZoltt. Zhang (2000)0] w2, 3|4 K] gj=u] g3lo] 7hx]-0]¢] BRAE whEoldtt, the]
28 A7 (Chen, Chen and Jin, 2015; Hao et al., 2011 5)dA] 7}x]-0]2] B249] o= XIXB‘}—E
2% SA7 wasn o, ¥ APE el BE4) AlYel olold, Aura
CEO 4454 w} DetA=Ae dusosy 7 ASd7sS Hosta S4stas ?ﬂr/}.

o

A&
>(EI
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WA B A o]dzA o wE 71x]-0]d] B-EAJ<] Afo|(o]m 2] Afo])E A Er}, Zhang(2000)
o] AFA e AFEIL 7ol mEH, BE o)L FYs F4 v AFAS 7FAAL 7] "
TE oo 7tA& FUslth. shAINE o]lxH o] WAL o]2]e] FHo| AFEW, o]elzA o] ukH
o]9e] 7zl ole)zAe] gl olele] 7IA|ol us] el Fo|th, g Beyer et al (2019)2 74
B3 Aol B3t FHRAAA o]e]o] 7 oA wmo]Zr} o

L B3 oA F7hE ol 27}
= ek, FAAES] YA ol
24e B3 el 27hE 4 Qe thEAS) wolze & 5 Qa, 24 olole vl AIEES o3}
£ Az 842 AU B FAREL odzgos Af Avnie F4 A5t el
ve) @Esgel et e Feldon 2RSAAE, ol 2He BHAG kel itk webA
3 ATE o]ojzgol WAE ) Hx-oo] A Y 25 Ao o 3} ol

A A e e, olezAel 7hAl-ole] B84 dV/dXl, & FaAAEA AFSA d,

HI o]o|zqo] 71855 7hx0le] #2458 adt

2 =Rde] ARl uhE shx-ole] BEAe] ol

T A 7bde ARES d(dV/dXl,)/dg= C (ROE)7} BA37 9] 9 wa geA=A(H3E
o] zo]) FAF3EALAL Fr}. Zhang(2000)9llM & FAA3e] 7hA)E SR A olgkal M|, 1L ol f=
719 FApellA AR wdi A7 digle] EA4e 24 7HgeiA] il £ H e Aols awEhA| ¢
wjitoleh, T2 Zhang(2000) 014 AASH= Ale] 3)A12 =24 wat ohe} A gAbe] A=A
(empire building) §¢], 72 J=ke] ZAIEA e, 7194e] AF-A Ak, FIA; B AAe B=5A,
BAEES A e Ao gt 95, Ak AP 9 e, CEOs} o|Ats] 7he] 4328, A7<E,
A B4, AFRIe) 24 5 o8 948 YWEI D

BodpeldE TR QHe T ok WFR urm, A e FAd
d(dV/dXl,) /dg, o) 7HH7F AR FNSE FA d(dV/dX,)/dg, o) 74k ohE & 9ee Ak
Sut g, B Aol F owA /HEe RN B 24e REIA S, ol e g
ol Zad ololg itk 3, B2 SAAEs oI o] RFATe] e B SAloIA A%
oz o tdo] Hof gk BA, A2 ATEeNN TP thal 3 melshA g Ro] FE

LRE oF F USE AXFRRAL Ut AR AT ATELS 7199 TR 4713 FE ThAERlelzt
= Nl &S ATIsHaA, FEALE FAb glo] Felde] ke AUt WolAl vkar gkt
& £, 2000t 27E] T steto R I8 7194 A7ExIe} Tobine] Q ko] BF sl
Tobine] Qe} 7] Fx7} F7Hglelor kAt AA| R Falgo] vrola “rete FxH(missing invest-
ment)” &Ato] TABLHTH Gutierrez and Philippon, 2017), Gormsen and Huber(2023)% “+2td
EA'S o187 AEHE ko] Az AR, e ATEL o|F AR ¢ LIk A A
o] 7te] Az g o7 Mttt (Crouzet and Eberly, 2018/2019/2023; Crouzet et al., 2022).
&k Green, Louis and Sani(2022)&= F3 2 &8 ALs}stal #AN Y dF55 88 FA7PACS
ZA38= 7% Bushman, Lerman and Zhang(2016)ol4 R g wbgolyl FF5 2 7ko] oksly AidAd
o] AIALE BHoAFU

4) o3 82E5S AR ¢FEE Bertrand and Mullainathan(2003), Biddle, Hillary and Verdi(2009), Chen et al.(2011),
Garcia Lara, Garcia Osma and Penalva(2016), Gormly and Matsa(2016), McNichols and Stubben(2008), Pan et
al.(2016)°] )t} Breuer and Windisch(2019, 670)= 3A1A & glo] LASH= o]9-+AE2] 254 (earnings-return con-
cavity)& ##8 ¥, Garcia Lara et al.(2016)0] L3k, BpFoprt 7]de] A} &40 vl &l of-g Al713kch
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Fae BATNE FEST A5 dlol Aol FUL s8] 4TS 2YHE AL Yt
B34, 00 A 712, A B BAE AR uhA Bl ok olE Eof, JuS F
g % Sl Akl B Ao AFFAR YRINE 84 ZeAES Plas ol Fad
A ol A Z150e] ek SIA el A WAl 371 o], el
PR FAYFo 2R vgele FHsHe Ao] ofHa 2AuGo] Bol 298 4 YckBarinov

et al,, 2022), AR ¥hAL=S %017] el 7ol APEH o2 ARE Fske A% BAAEANA
ARE =28 o] Slolx EFHolA] grt, R vhA e A FAAeE 714 b el EAE
oS ofsA 2 & lom(Kerr and Nanda, 2015), AF5FAA7} B7Fet7] o2, SAldAlel HA2
FEARE FEE AT EE deolx oj#go] lth(Crouzet et al,, 2022), il7bsAol A& A<
22 7IHES T FAE Ao] R, ol#g 719EL 7193/NIPOIE T3 o2 Aug
of FHL2 Aol F2E F AT o]} FAl VHAE FF3A 2T ok givte AT el
23l "o}, ol#g BRI A8, Asker, Farre-Mensa and Ljungqvist(2015)& A7]4o] w4
A71Q4EY BAE G4 g 3, o] =AE R ok stk Al ¢huto]l A @At AN HeS
ofstAl7]7] Wil Ao g skt
iAo 2 shdtE FPAEH AFAHM&KA)S B3l & FolA A5 TR 2ke] sAIA e W2
Aol Adate] ZAoHd A e otk 7It}h, Lu and Sivaramakrishnan(2018)-&
FEALT B v Q1A BE Aol o F Al ATIESR QlE] A ZARM SR FHART
of &t FAFAE "l Hrhs AL o820 2 =E3gt), 3 Amano(2020)= Y& Ho|EE
ARE3}e] Lu and Sivaramakrishnan(2018)¢] d|&3} Ax|sl= Z715 B3ttt o= B4 ¢l 3414
29} A gate] ZAIRMY dehd Rt gk FAE Folal 7HA]-0]d] EEAS A F U S
AlAbekeE, ¥ Laux and Ray(2020)& E5AQl AFEILIL REEA] A8 Wefisle 3lo] ofym,
AFRI7F O BFAAFE o)1 13)7F A PAbe] JAE A Aeks HAsgro =y 238 Fald 7o
S-S BN H o2 AAIEILE Lev and Srivastava(2022)d]] w2, Alo] f-HAatHTE TPt
:‘37}“11"2 Fofg ) FIRR stolm FEAPL AYFASHA WHEAL 7FA]-0]Q] BAIE AEHAl
&t Terry, Whited and Zakolyukina(2023)el] w2, 7 01}*]' Azo| AL AZHT}
] o SR GEFS vR7] did, o] ERAE G5 e Aol FAAE FAE dFeit
FARE kARl 7192 23A 882 7190l vl dA BARH Sl oldn mje Fxjele] HATE
o3} ] el = Ade, ol TR JkHR 7dYsE SAl(good news)7t HERE o] =L
Foldt vE kel IXAHe] EUAXHE Bl 317] wEelth(Penman and Zhang, 2021),
McNichols, Rajan and Reichelstein(2014)2 ]z B 4F2](unconditional conservatism)ol] 93]
A% Tobind Q7} A&l Tobine QEt} nz Fx= ] 2 M9sicia 314 e, Peters and
Taylor(2017)%= McNichols et al,(2014)2] A9} AR A92 BHustgde), o]2d APATES B
2 B Ad7e TR ARV f3Ae] AREHEY &S AR ASdtaL, thgt go] F
HA 7S A g

zpol= 47

1:1

@ rlo o

_O,Fi_u‘h‘

4U L5y yo

H2 7h3)-0le] 8548 ARER Jgo] 434S 9408 & gur PIANE 9doz &

oS ok,

AR RS FAIskeke], AR Aok 22 febdA gelo] AR aTRe] Aol JFE wIA=A

5) wkeF Ago] o} éﬁﬁ} | & Ao AFEE R&DE A3HQ Aoz IFEE R&D tis) Zejw]ds AEska, 7)ol
A237F R&D AZS g, 7)o Adsks §83hs AR}t T At g Aafat ZAE sidsta 7hA]-0]e] &
242 3184 4 gIokDinh, Sidhu and Yu, 2019; Oswald, Ryu and Zarowin, 2022; Oswald, Simpson and Zarowin,
2022).
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A B 12} gt} Bhattacharya and Ritter(1983)+= 418 F£35= 7|92 AgHzE el ARFA] &
I HARHe EFo= Qs EFWl AGrtEe 76’5@}0] UTkaL BFAct, whebA] TP Al
=93 o], A@Ae] 2AIMA ddh, FE v, Bl R §5, AFA HF T tekd
AP mhztel] Foksitial & ¢ Qlnk, A dTrellxs AR vt da =94 sjjole] AR AT Aok
EAZE #71% gtt(Jensen and Meckling, 1976; Myers and Majluf, 1984).69) 3 A 52 =<k
gk g EA] 71gEL FAH 78 SHd &3] Ykl AR FEA AokE ¥ % ghrh(Livdan,
Sapriza and Zhang, 2009).

Bolton, Wang and Yang(2019)& AF-2 A|Fslella o] Al AEARLDS 7fuslar, 712
FAANA AL FAA[AS] 54 7HX et BT 22 AATER] 1o ASdA AloldlA] o] Fozltk=
s BT, FAH 22, Bolton et al.(2019)2 7]‘§°] LS Sg A4S AR dHol AA
o BFHo g gshet, ol A S B3l gk AwS Rl A2 v ofAls 2ES
g £ Q7] wEoltal sholth. Z1ge] FAIE-S AR LR hds] I £ USTE, AF
Axg 48] sag W7k FAE Adste AeA ZdEe dAFUES v ol T A
FARE AR WA iRl FEA FAEG o als 2EH]go] o HlHtH(Hottenrott and Peters,
2012), wEhA] COVID M7} 22 ZAH] FEFA3 A 7IHdEL TPt dig FA45 ol
AL 91572 FBAE 817 "k (Lopez and Olivella, 2018), o2t @42 7190] A4 Ao st
A TP} FAE WA MR 3o 2 {3 FAE AQE QS AARETE, AFH Ak

T2l g HAFRE ofsal7]7] wiiel, B AFE AEAQ] AFEHIE AFA Ak FastolA
=5 %7}51 ZolgtaL ddsith o, gk 7k ZAAQ] 7Hede 71gel AFA Ak AdEges o
AFAES Za8 Wi =248 A3 72 5 Jdvk= Ao|th(Edwards, Schwab and Shevlin,
2010), ‘ﬂ‘lF Aokl gt 71do] HRAFS EFHH R wpgttA, AF2 Aol FYPAAF Tl
v G FaE 5 A

o}

F 8

v

L

3. AR AASA ] T Fhx-0le] BEAe] Aol

mpgo R, B el Al WA AMAeE 94715 el AolE AEAAE B RIA B,
B odF& Harrison et al, (2019)9] CEO AAEA SAHXE F£8314], JrAEAAS] JAEA ZJo|7}
*3%7151 g gl 7hA-ole) BEAC J¥FE A=A AFstad vk, FAH SR, Harrison et
oL Q0198 "Big 5 CEO 42154 3 ol 54 W) olel FEAA WY T 1003
H # gg3te qur JJrL JeA AT A2 ATES 490l 719 FARF & IS
, °l& Tobin®] Q 4 Ol%b} %01 ddRe] g aEEtA ¥
AEAR AA RdIe k=
Zhang and Zhang, 2010).
Harrison et al,(2019)¢] “Big 5” CEO A4 %/‘é-ﬁ— N2 (openness), #3244 (conscientiousness),
& (extraversion), %3 AJ(agreeableness), A7 &2 A8 (neuroticism)olth, A, N2 ol
gk S el FAF FFE oloA= %‘91"3 9 g Alarel 3AH o AdEo] Sle 5]
o Al2e ARel A CEO: BAE Feldow sidatels Aol glom, @ 4 =hsel

7]
73

N

b

l

P

o]th(Pan et al,, 2016; Schoar, Yeung and Zuo, 2023; Wu,

6) EFHE AR JPEES e 7IAES AN AmsadAEd og Hrt s % Haslslr] 98l APLA FA]
= &3 Zﬂv‘j‘ "1-4 BRAS Bestuat st 7)o BAd ) pA Fale| tisk 7] £319] o2+ XBRL H19]
TS 7o R 3 S| AL kAo wsle] 5%k Hoitash and Hoitash(2018), AFH4 g-Alell thgk o]AFs] Ad&EA
o #&te] A7¢k Chychyla, Leone and Minutti-Meza(2019), 10-K9] AP#4 R&D FAlel #3}e] $5-8F Rawson(2022),

19 5344 5740l #ste] 158 Loughran and McDonald(2023), 2% 53433 AJF-EAL 3o 2plha Fa] 9 4

o
H
S mAE Jiid gatell dato] AT Baik et al.(2023) 5ol
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o] 27} 7FslcH(Aabo et al,, 2022; Nadkarni and Herrmann, 2010), @A £ Q7= 22 434
o Al CEOZF 2374 ¢b-2 CEORTE B4 71518 o] & 888 o= disitt. 4, 4agol
e B4 AEE 5 L, EE w2y, 7S A7) CEOZ Uehlith, B8 7130 £84%
S AT AREA & oA ga, B2 dde] fFe AT CEOAe & FEeR A8
7¥FsAde] 9ltk(Fong and Tosi, 2007), WA B 7= 4218 CEO= 1232 ¢ CEOd ]3] A4

g &8 Ao osith AR, AT AlRELS HiAola RS Foske Al
Aok, @FFARI CEONAIE FAA 713]9] ek ZAlgo] a1 e vl F=2AA 122 Ao]
o}, ol slael AlgkEe] A e wAHel [ke F7aR Aol drhs WolAE vl
(Green, Jame and Lock, 2019; Malhotra et al,, 2018), wjgtx] B A= 9JgZ el CEO7} 2% XA
%2 CEORT} FA43% 7]§]f‘— O & 83 3o o st UA, 5430 AEL 455 3]st
A 7HAE T2 dFo] vk, AgYATo 2w 540 vl 7R A5 F 7t
H 1 5+=d(Nadkarni and Herrmann, 2010), o]& $32¢] CEO7} FH AIE
2aLE oA FFUA 53] ofH7] WEd Floltt, wekA] £ AFdlxE o] FAE e tigh 7S
AAEEA 712 g}, A, ABAAR] HAEES FAA FF Aketal A FAle] Ao}
#Ado] o}, AAH o2 BEbHst CEOEL g o] RZ3lo] £ 7139 ESAs AV Afst
S UL JFsHAl Aok, ABAA] AL vHFe], 44, A7) oAl 22 940 7Y oAk
l FxE FEM, AFAA CEOE Fo 48 gt 9188 o =4 A2 7ol Aok
(Herrmann and Nadkarni, 2014). wpghr B A7 AA A ko] 743k CEOZF 1384 ¢4& CEOR
o B84 7155 9 €8 Zo= st ol EdlE E AT Al HAol} vt Mg
cheat 2ol ATk

H3 o|940]n Mg A6l /MAs] CEO: 134 ghe CEORTY $A44%4 7188 o 2 489
AAAAR) CEOE 184 gk CEORY 447 71398 9 &
SR 283 Aol

A7
ole}z}e] Ao](H1)

A HA M, F olojzA o] 7hX|-0]e] BEAS FAATIEAE AFE] 8, Zhang(2014, 77)¢]
WS o ofg ()& AR83te] 1987978 2017d7bA o (A o] )22 1990 F-H 20177}
A 71z dE dxER Fdd AR S FPstast gk
MB; ;= a,+ alHEJl] + azHROE,,, + a3HE11HROE_, +a,ROE; , + a; Hp ROE,  + eV)
agHpopRROE, | + ar Hpy o ROE, | + ¢

1N MB= AR B AR dlgeln, Hy e $UAE Biel ST e 1o ooz
Be AR Aol 1, 287 gow 09 ge 2 HrlRelt, Myt 4714l E(ROE)]
Folole R Fku He A9 1, 19 om 09 & ThE rludoelth, ROE, & A7]el

=
oEg Uehlls WrEA, 583 oldel o]oj AR 712 AR/ E e grog A,
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e SHACL g wxE eapgeltt. = 1S, (—1, 1 412 RS YEhdg, £ A7
Fama and MacBeth(1973) Zx}E Al&3}e] El:v"lﬁlfgr EAHEFS FAIT, w3 Anderson et

al.(2023)¢] W& wel, d=d A FAAE D] AALE FRAEE sy Sl
Newey-West(1987)¢] £4& 283t REoaE =3t

® ATE 0|zl T b A2 WA ololzgn U od|2gE AgRT WA, B4
o924 &4 WHe tha gk, FamaFrench 12 9] #7F AHgdtel 4FS BRSW 45
AFEES Y

207 ool BEAVE Y AEE o= AWF F A/ Febel WA 3
ote) H)E JoE WA ooy WrE WA

AWC,, =by+b,0CF,,_, +b,0CF,, +b,0CF,,,, +b,(AREV,, ~ AAR,,) +b,PPE, +n,, (2)

A AWC, = A9 o] =1 A= o
9 Foeids @

PPE= Ozsax}
2712 ﬁﬁﬁdﬁig, AREV—AAR, PPES} v =] gg% %71 ubgol o] 24 o 212
1= Francis et al, (2005)9] &S we} 5d 959 717HS 218351 233 F8A
e Jabe] BEUAE DA o]z e WA FH9 EHE]‘?'J 2 ARgET o
o]9]x742 Christensen et al.(2023)2] SAS ZE=& ARE3te] &3 99 2ol ﬁ%% kA ol

lnl

= L =
oojxg % AE ololxge FUAR Hio| FES VFOR 744 Hyf 1 3 09) gh& Fofaieh
Hio| we}, ¥ 47 0,0] 5 Aoz oshzt], 29 a,e dV/dX, 0l dV/dX,mrh 42
ofulgith, e7|A X' Ee FE oldxd, LE % 5EY o]dxye ek
2. A m I Aol(H2)
T WA 7, & AREE FAAE Y ARG EAY vs. FEARD ] e gefREAE AFEH]
ol e H(3)S At FRRAS ST
MB;, C0"“1HTAN +CZH[VTA/\ +C3H1~?OF +¢4HTAAHRUF 3)

CSHINTAAVHH()ELr +¢ROE  + C7HTAJVROE;',¢ + s HiypunROE, , +
CoHpopROF,  + 6 H iy opRR OF, 4 + oy Hpyrundpopf O, 4 + G 4

0:17]’\1 HTANE‘ FX %
[e]

1-‘0>4

14 719e] fr@aite] 71ogt vFo] Tdde 2R FhgE 2%

w1, 1A fem 09 g Huagolt, Hypyyis T3] 243
TUAE FEo] S 294 W 1, 29A] ofod 091 & T frisolt. o MeEe A1)
A AojE A Fdsi B AFe 0] Cpith 2 20w ddshet], olEd d&e FIATE
dHoz & T d(dV/dXy)/dg &) AL F3ALE dHez & T d(dV/dX )/ dg,e]

7RG S onditt,

Hoyn HINTM =7437] flste] 719e] FAF Ol FIARY e TP ARTe] ] AR oA
719 v AET dart e, 2 A7 o 2e S Fof AEsislth WA, 2 AT

FAEES F N Ao PR (FEAT 4 vs. FEALT o g Fallsted], o]& 918 Peters

o
57;

rr

=
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and Taylor(2017)¢] A|2zLE (knowledge capital) 2 Z&z}FE (organization capital)& WHzo =z
M FEHzA 2] e g AHgsth, Peters and Taylor(2017)% +4 A770EH](R&D) A&
< B3l ARAREE FAsIY o, 2AAES dn]o} FEH(SG&A)2] 30%E FH st AFIIENE
2Rk & A&7 8RS ARt A3 ol Hdt W2 F A tist A ES 1Esh,
FA 2= Wharton Research Data Servicesol|A] o]-87}s3}t}, Peters and Taylor(2017)& A%5-2 <l
Tobine] Qo] ERof AE3lEw AZH TS 7138 Total Q7 Tobing] QXHU} 7Y FA=
o & A9scta skt
Fama-French 48 2F¢] FEZ |0 9] 7t HTS sl %
& SAIBH] Sl F A 28 AR 2 T @A T2 gAd o2 v

g Afo s AHEEHE
EHAUSR, 35 I0d Tt A9 S AFEEASTEY] dEAY)E FSUTE st AR
Mg F Y FAAEES YEllls 2585 5 SHSd o3 duEe 2R FIAE
AR o= ¥ FATER, AR s FIAPIE 9o E &F FAYLER ARgET B AT
o] EHUF7IZER] 196813~2017(501%Y) Fte] B2l thsf dA=mlz 3]#R4 & FAstolean,
Axdz =A% 3AASTY FHFFEL 0.07, Fama-MacBeth ZASS 4 480]t},

2(3)ellM o] FA4 AlFs G G Rl Gy =2 AR g JA(Hyp DN 52 F34

A EAE AR S FANE Hyyel FAZMI0) Oie S8 B8 depit, s, 08
S TR FAE Ao sk FARNT Hypyn® F27H0l g S2 23E Jehdo, £
< &3 FEAREE 7Rt R & A FEAtE TR gk 437t Rbel| 7HA]- °]°‘
=730 afolg Hol=A] AR A} sh=d], vtk APt FdARtel Aol 3A o] AAls=
FEY d BT, G AFgel G AlFREY e ASR dEtHSF, C) < G)).
E oJ3-+= Hadlock and Pierce(2010)¢] SA X|4E ALg3le] QA Aoks =3}, o] A¢:=
719¢] rRet ARE AREste] AFH AkS A=, AR v 2k (-0.737*Size) +
(0.043*Size”) — (0.040*Age). Size:= x| 27k, Ager 7|1 AHS ou]dit}h, A7 Aeko] =
] FAAE AL F2) ol FYARE TAE A ST, AP Aol 918 1 594
b FAlel RPAL T4 7he] 7hR|-o]o] #AY Apolrt TN ASRE ot

3. 7372713 &89 Ato|(H3)

Al HA 7P oA E Harrison et al.(2019)¢] “Big 5" AAEAE AM8-3te] CEO 4A% £A44%
71315 &8ss 58 1t IS ATt Harrison et al (2019)2 3,57382] S&P 1500 714
CEOE ul’do= 100,0008] o]de] A&ty AFA~ZE #45le] CEO JAXMTE /L.
Harrison& o] Ho|HZ 20208714 &A3lEd, E A7 o] HolHE ASEX o ARSI, A4
BES AEA abolol wet ARk AFERE thy 2(4)E AMSHY SFRA S FPTOIH A
Ha) 7Mds AAstaa ok

MB;, = dy+d H, +dyHyyy. +dyH Hyop +d,ROE,, +d;H,ROE, ,+ (4)
doHpoplROF,  + d H Hp o ROE;  + 0,

A7\ Hj= FAE(Total investmenn)©) FAAE FE] Tk 26t 1, 1384 gow
0¢l dulsrelt}, Hao et al.(2011)& WHES wet $4 d 5ot AR wxbit FRrtde]
7S FANFEY Ui A8E, g d5EES (DA Hogk AT 2k, H3ol ule)
T2 U (S AAAT ABAH ) MEAA dr9 #hol HoE Aoz st
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<

22 2 7eSAF

HE AALe COMPUSTATOA 1968dRE 2017d71A(50d Feh e RE uj= 7|YgE& AEs=

Ao Alzetc}, 2 A7) AR 6 AR-E ASXE APG7EA] O FRIERI(MB), ROE, 478 8-S
= dlol Badt golg o AXo] glojol gt} Hao et al (2011)¢] WS we) &
Bt AR At AHES AT AAY] dEXE ARSI B A At ARIRA7L
100%F &8 vivkel 71& FE A AlQsta, Burgstahler and Dichev(1997)& w2} 3719 2 4§
AEd &3 7IHES ALstlrt. =3k HA4 4d AE HoHE ERS 7I9vEe TR X3
RE A% wee 39 9 sk 1%004 Ax]zto]=stdnt, Appendix Aol AFEA ol ALE-E HFES]
Aol g AT

(Table 1) 9] sid A= A HA 7P HA ol AH8He &9 7ESAFS AAST. AP7EA] o
A7k Hlge] ¥ ‘EF—S— 3.620]3L, F3hgke 2.160]ch, AR E(ROE)S] Fwt(F3Hh)2
0.04(0.09)%, ol ®Ed X3te 7S] HEHo R F(+)9] £UFE 7IAL Y& HoEr, F
7HA Hm| HROEQP HEM'C TxHoFZ Hyo] 0.5¢|th, (Table 1) 9] sid B F #HAl 71 HA
AREEE FEO] Ve AIES AAGTE (Table 1) 9] did C= Al WA 7H HA ol AHS-== FE29]
7S AES AAgt, CEO A5 tig #53] & tE A5 vla] 44 A, o= A3
glo]E 7} S&P 1500 7]9¢] CEORFS thide = 7IiE 917 otk (Harrison et al., 2019).

f
W
)
'L

2=
=

Table 1. Descriptive Statistics

Panel A. Sample for H1 (Difference in the Earnings Effect)

N Mean Std. Dev. p25 Median p75
MB 75,164 3.624 5.025 1.207 2.156 3.935
ROE 75,164 0.042 0.330 -0.026 0.093 0.184
Hroe 75,164 05 05 0 1 1
Henm 75,164 05 05 0 1 1
Real EM 75,164 -0.083 0.452 -3.756 -0.110 0.227
Accruals EM (std) 72,010 0.092 0.150 0.027 0.059 0.111
Accruals EM (std/ave) 72,010 -2.659  1,780.532 -0.997 0.165 1.191

Panel B. Sample for H2 (Difference in the Growth Effect)

N Mean Std. Dev. p25 Median p75
MB 132,061 3.130 4.495 1.007 1.812 3.409
ROE 132,061 0.060 0.301 0.003 0.104 0.186
Tangible investment 132,061 0.000 0.323 -0.146 -0.050 0.055
Intangible investment 132,061 0.142 0.044 0.111 0.131 0.170
Hroe 132,061 05 0.5 0 1 1
Hran 132,061 0.5 0.5 0 1 1
Hinran 132,061 0.5 0.5 0 1 1

SA Index 132,061 -3.188 0.716 -3.651 -3.209 -2.721
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Panel C. Sample for H3 (Difference in Exploiting Growth Opportunities)

N Mean Std. Dev. p25 Median p75

MB 16,216 4.070 4911 1.641 2.710 4535
ROE 16,216 0.130 0.251 0.052 0.134 0.218
Hgoe 16,216 05 05 0 1 1
Hy 16,216 05 05 0 1 1
Total investment 16,216 0.151 0.844 -0.004 0.079 0.181
Openness 16,216 4.659 0.597 4316 4.720 5.040

Conscientiousness 16,216 5.098 0.503 4826 5.108 5.392
Extraversion 16,216 4782 0.732 4.492 4,908 5.192
Neuroticism 16,216 3.308 0.619 2.991 3.293 3.617

Notes: 1. p-values are two-tailed. ™", ™, and " indicate significance at 1%, 5%, and 10% levels, respectively.
2. Appendix A provides detailed definitions of all variables.

V. $47%

olel&zte] Afol(H1)

(Table 2)¥ 1987d%¥ 201797FA(LA Y olelzAL 1990WdRE 2017d7kA)e] A=’
FamaMacBeth SIAAGS) Bt @A, A€ FASE B2 WAL £ e Ve el
Newey-West 240] 245 AAFS HojFErh, & A7E o]dxA] F 7kA teiFE Algshad),
A WA e Christensen et al, (2023)9]] whel 2H&3E 25 o]ejxAo|t}, (Table 2>«l A WA
g2 AE o]dx2AH S AME AFE AASHEY, HyydlpppROFS] 51?174]?7} SAHcRE §o3 &)
o] gog Yeptt(AlSFgk = -2.46, SEAH = -2.13). ol £ ROE Y (Hypp oA, B o]dx4
(Hpy~1)0] $he o] 2A(Hy, ~0)0) vls) 7}x]-0]2] B24L © wmq—t« A& ofn|atn, o]l & te]
apolel] #gk B AFte] A HA) 7P TS, RS EL o]AxA (X)) F2 o]dxA (X))o =
W wl dV/dX,|gel dV/dX,) ek 2He). wEk (Table 2) e 3 WAl Dol HymROES A7t
FAHCE §o3t K+ S B F AEd (AR = 24.65, SAF = 15.39), o|&3 A=
dV/dXy5 F5 5she Zhang(2000)9] #3317 AA|3c), &4, ROES SAAGTL fold &4=
el =dl(AI5gk = -7.53, BAF = -8.72), ol FAA o] e RS (Hypw=0)08 5 At
£2171921 dlell 7105k Aoz Awe 4= lth(Hayn, 1995). 7A15 o2 1987d7E 20179714 <]
71ZF B e oA AZoA =271 BEH 9 HY 2 A& wF2 747} 83.03%9} 27.09%0]th,7)

Rl

“_..

o)’gel

N

r1o _!

7) Fodor et al.(2023)9] (Table 6)+= A7 wite] g AP ¥kg-o] ROASH &(-)e] #Alel 2lom, ()] ROA AlFe 42
ol AZglo]= 7|YgEdA HEHTR= AS HolFlth(Panel C). Fodor et al,(2023)¢] (Table 2)+= 719 AolF7] tpAl A
F 5716 e 71dEeiE 7P % ”‘e H1Z9 0.12%%, =79 Sl 7I19EdME 71 e &4 1E<l 81.63%E 7]
E3= A BoFQLh. Fodor et al.(2023)00]42] &2 H]F-& ##o| Institutional Broker's Estimate System(I/B/E/S)€]
fdE=E ﬂ‘ﬂﬂ/q 71902 gg=e] 217] ulitel] shaF A= o] ot

KX
=
B
=
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Table 2. Regression of Market-to-Book on Return on Equity (Earnings Management)

. Pred Coefficient
Variable Sign Real EM (1) Accruals EM (2) (std) Ac(cruals EM (3)
std/ave)
CONSTANT 2.041 1.753™ 1.873™
(16.26) (14.04) (14.20)
Hem -0.405™ 0.034 -0.179
(-4.00) (0.48) (-1.38)
Hroe -1.387" -1.700™ -1.427"
(-6.92) (-6.70) (-8.35)
HemHroe 0.097 0.685" 0.125
(0.42) (2.67) (0.77)
ROE - -7.527 -6.729™ -8.009
(-8.72) (-10.36) (-8.49)
HemROE - 1.102 -1.172™ 0.901
(1.35) (-2.97) (1.21)
HroeROE + 24,649 25.268™ 25.376™
(15.39) (14.15) (16.75)
HEMHRUEROE - _2.455” _1 987* _2.496”,
(-2.13) (-1.58) (-3.49)
adj. R-sq 0.377 0.387 0.389

Notes: 1. #values in parentheses are based on Fama-MacBeth standard errors with Newey-West adjustments.
p-values are one-tailed for signed predictions, two-tailed otherwise. ™, ™, and " indicate significance
at 1%, 5%, and 10% levels, respectively.

2. Appendix A provides detailed definitions of all variables.

A o] xA de]¥= Francis et al.(2005)¢] whel 2h=dh A< o]ejz7golrt. (Table 2) <]
idRoprROES) BAAF7 frofsiAl S5dE BAF=u(AFit = -1.99, AT =

-1.58), ol& & TS Holv 7|9EL TUME B Htd vE) o]dx2AE ol & uj 7px]-o]

—n
A
2
e
flo
X

AT AR Fodt Sl E: = -2.50, A% = -3.49). Aty ez (Table 2) 9]
A= 714e] ool =2 A o2 7HA-ol BERAS Edve AL Ak, ol 7hA]-o]

of Bl Aolo] #a B ATel A WA sHAe AU

2. 7EFe] Aol(H2)

(Table 3)&= 2](3)¢] Fama-MacBeth 9=9 3AAGFY Ht& HoFEr}, (Table 3) 9 & HA
EE BYH, HpHpopROES S|AAF(C)e 1% Fopdolr S+ gk(AFg: = 4.45, A%
= 4,28)% 2=, HpypunHpopROES] SAAF(CHE 5% FrFEollr () #e Ze Aoz
YeRIT(AlS3E = 1.29, 8AI%F = 2.49). T AS(Cy— Cy) 748 Zol9l 3,162 1% oA #2lst
Aoz GelItH@E A = 2.72). olgfdt 4 Ade w2 A 74 FHHypeD oAl 73RS
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AR R e FANF(H ol FEATE dXor st (HTAA)Oﬂ Hl 3 w2 74A]-0] <]
—

EEAS AT Aoz ME 5 ok w3k A gxte]
o] ZFAAQ] vl gy A o] T FYTFAEA = F7](LukE Ei %@X‘W"ﬂ H] 3] FH=}
ato] Akl ArlEe] glowmg 7 URAHozE HA| elgo] AASRE FAF R TS
I EAT = e Fo= EAHHTG 9ol ks AL A, Aulshd, B4 A REApke
Jgto 2 8 AR EINI} SEAS o2 & JAEFHT} Yrh= 2 o] = wm| 7PdS Az|sht}

<

N

Table 3. Regression of Market-to-Book on Return on Equity (On-Balance-Sheet vs.
Off-Balance-Sheet Assets)

Coefficient
Variable Pred. Sign Main (1) High SA Index (2)  Low SA Index (3)
CONSTANT 1.248™ 1.058™ 1.237
(13.16) (8.49) (9.97)
Hran 0.751™ 0.822 0.588™
(10.76) (5.78) (8.10)
Hinran 0.023 0.002 0.049
(0.44) (0.02) (1.19)
Hroe -1.090" -0.676™ -1.055™
(-6.29) (-2.95) (-6.56)
HranHroe -0.862" -0.669™ -0.775"
(-6.78) (-2.55) (-4.17)
HinranHroe 0.092 0.223 -0.305"
(0.78) (1.66) (-2.23)
ROE - -3.980" -5.337" 0.098
(-3.67) (-4.69) 0.11)
HranROE - -0.456 -0.839™ -0.927
(-0.67) (-1.88) (-2.13)
HnranROE - -0.638" 0.536 -0.189
(-1.43) (0.86) (-0.47)
HroeROE + 16.943™ 17.383™ 12.718™
(9.68) (11.16) (8.16)
HTANH/?OEROE + 4.450”‘ 4.933’“* 4.609"“
(4.28) (5.63) (5.44)
HinranHroeROE + 1.290™ 0.055 2.118™
(2.49) (0.06) (2.14)
HranHroeROE + 3.160™ 4878 2491
“HinranHroeROE (2.72) (3.77) (1.91)
. . 2.387"
Diff b/w high and low +/- (1.69)
adj. R-sq 0.403 0.378 0.492

Notes: 1. #values in parentheses are based on Fama-MacBeth standard errors with Newey-West adjustments.
p-values are one-tailed for signed predictions, two-tailed otherwise. ™, ™ , and " indicate significance
at 1%, 5%, and 10% levels, respectively.

2. Appendix A provides detailed definitions of all variables.
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u, =2 A7 I g2 AFA Ak ko] SAA Folde AR $AIA frolde] dole BAY
%3717k Aokl 71R18k= AY 4= Avk. (Table 3) o] SA A& AREEH #24] th7]|7ke 50de] AR,
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Table 5. Regression of Market-to-Book on Return on Equity (Financial Constraints Split)

Coefficient
Variable Sﬁgﬁd. Investment delay Equity-focused Debt-focused
High (1) Low (2) High (3) Low (4) High (5) Low (6)
CONSTANT 1.258™ 1.419™ 1.235™ 1.371™ 1.405™ 1.272
(12.17) (13.15) (10.05) (14.39) (13.80) (8.44)
Hran 1.045™ 0.869 1.107™ 0.845™ 0.791™ 1.201™
(12.23) (10.92) (14.63) (8.41) (11.09) (13.06)
Hinran 0.267 0.015 0.269 0.094 -0.044 0.258"
(2.10) (0.23) (2.19) (0.98) (-0.52) (2.94)
Hroe -0.455" -0.744™ -0.367 -0.741" -0.523" -0.586™
(-2.25) (-4.23) (-1.77) (-3.15) (-2.73) (-2.43)
HranHroe -1.113™ -1.092™ -1.167 -0.968™ -1.308™ -0.987
(-4.60) (-4.74) (-5.14) (-3.01) (-7.16) (-4.87)
HinranHroe 0.147 0.170 0.291 0.011 0.057 0.278
(0.79) (0.80) (1.47) (0.06) (0.46) (2.12)
ROE - -6.821™ -5.944™ -7.181™ -4.918™ -4.061™ -7.592
(-10.55) (-7.38) (-12.51) (-6.22) (-6.09) (-9.75)
HranROE - -0.031 -0.753" -0.036 0.099 -0.577 0.065
(-0.08) (-1.42) (-0.11) (0.10) (-0.73) (0.18)
HinranROE - -0.129 0977~ 0.161 0.466 -1.249" 0.648
(-0.50) (2.62) (0.63) (0.98) (-2.04) (1.40)
HroeROE + 18.739™ 19.109 19.230™ 17.995™ 15.514™  21.302™
(14.47) (12.54) (14.42) (10.68) (8.40) (16.62)
HranHroeROE + 5.277 5.346™ 5.479™ 3.700™ 6.390™ 4,041
(3.90) (4.19) (3.28) (2.90) (6.76) (2.74)
HinranHroeROE + 0.789 -0.878 0.258 -0.064 1.262 -0.210
(1.28) (-0.76) (0.417) (-0.05) (1.18) (-0.26)
HranHroeROE + 4487 6.224™ 5.221" 3.764" 5.128™ 4252
~HinranHroeROE (3.02) (3.62) (2.92) (2.07) (3.60) (2.52)
. . -1.737 1.458 0.876
Diff b/w high and low (-0.74) 051) 0.36)
adj. R-sq 0.387 0.423 0.377 0.438 0.431 0.391

Notes: 1. #values in parentheses are based on Fama-MacBeth standard errors with Newey-West adjustments.
p-values are one-tailed for signed predictions, two-tailed otherwise. ™, ™, and " indicate significance
at 1%, 5%, and 10% levels, respectively.

2. Appendix A provides detailed definitions of all variables.
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Appendix A: Variable Definitions

MB

ROE

HEM

Hroe

Real EM
Accruals EM (std)

Accruals EM (std/ave)

Hran

Hinran

SA Index

Hy

Total investment

Openness, Conscientiousness,
Extraversion, Neuroticism

Market-to-book equity (Market value in year t divided by book value in
year #+1).

Return on equity (Earnings before extraordinary items in year ¢ divided
by book value of equity in year #1).

1 if earnings management exceeds its annual sample median for all
firms and O otherwise.

1 if ROE is greater than its annual sample median for all firms and 0
otherwise.

Real earnings management measure by Christensen et al. (2023)
The standard deviation of firm-level residuals over five years.

The standard deviation of firm-level residuals scaled by the average
residuals over five years.

1 if the growth option supported by tangible investments exceeds its
annual sample median for all firms and O otherwise. The growth option
supported by tangible investments is the residual from the regression of
growth options on intangible investments. We measure the growth
options by the average growth rate in book equity and measure
intangible investments by the knowledge and organizational capital of
Peters and Taylor (2017).

1 if the growth option supported by intangible investments exceeds its
annual sample median for all firms and O otherwise. The growth option
supported by intangible investments is the predicted growth option in
the regression of growth options on intangible investments.

Financial constraints measure by Hadlock and Pierce (2010) that used
firm size and firm age.

1 if Total investment exceeds its annual sample median for all firms
and O otherwise.

The growth options by the average growth rate in book equity in
subsequent three years.

CEO personality scores based on the Big Five personality traits of
Harrison et al. (2019) that developed an open language method of
evaluating text.






