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1) 2) (3) (4) &) (6)

o O

y=q y=q y=DP, y=DPF, y=q y=q
Size 110" 1.09™ 051™ 0.52" 0.89™ 1.02"
(56.09) (52.10) (32.08) (32.10) (36.24) (33.59)
Tobin's Q -0.86™" -0.78" -0.88™" -0.82"" -0.62™ -0.82"
(-16.74) (-15.58) (-25.54) (-24.65) (-13.32) (-9.21)
4.23™ 4447 -1.35™ -1.76™" 4.46™" 5117
Leverage

(3190) (3105  (-1243) (-1528)  (30.76)  (28.05)
SL01 -121 667 6127 -114™ -163™
(-587) (69D (24700 (2282  (-668)  (-7.38)
393 -280"° 342 308" 207 -144™
(-1038) (714 (1148)  (1L12)  (-509)  (-3.0)
002 0027 0027 001" 001" -0.00°

Return on Asset

Capital Expenditure

Aee (1106 03 (1199 (696 (92  (-18)
Credit within 705"

Ind.(EW) (35.54)

Credit within 869"
Ind.(VW) (26.80)

077" 0.94™

KOSPI Membership (14.98) (14.78)

KOSPI200 0.58" 0.46™"
Membership (9.50) (6.28)
Observations 33,674 33,383 33,674 33,630 33,346 29,223
Pseudo R-squared 0.343 0.377 0.219 0.242 0.409 0.392
Standard Fixed

Effects

Year Y Y Y Y Y Y

Industry N Y N Y Y Y
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A FAT 5 Y Bok

#4902 :
<E 5 MNESE EREEO =2 7[Ygel uigdAard
ofef & AEEHS o HE A% Aol gA AE5H S BT FEo] & a5 die Widarg AgS FA4S
AE BAFE <& 5>A A 59 6 =FHFE X3 FAE AE5H e Uigh BiSEe] =& 1FS
AEH Aol e IFY e IF R WAk B i3 Linter(1956)9] 3H4& 835 A3E vepdtt, A7
D Qe AETHES i FEo] Az 9] 8% o)l 150l sl 49 23, 29 Q3 We A58+
B3 SEo] ARHR A9 60% o/l 15 FEH U] & IF(ARY Y 30%) o2 A Fx o o)
FAE ARE, A9 0% 02 ANETHS BT 5] AR 49 60% ol 2 ArugiAe] v aF(AE
3H9] 30%) 22 wapgh e gis] 4% A4S vepich Zzte] FxE oA i (1), 3% G)E <& 5>elA
AESHF TN Blg, f715 A0 &% Huiiss SPR4E Al 249 A45H BHES ¢ A
e 2Ed gk dela, Y (2), (1), 6) AE&Tw 7HAIME BAHE, G AA A% or g, 2229200
2% HuiiSE TSR AHSle] 348 A4S T BRGSE O AHEsle] R afol g Ao}, nYavE
Awo} 2k vuE TETE BE kel 32 gE dehln, A 9 BAE LT, T SA0ASY Ftol 47t
10%, 5%, 1% FFolA Folgs owlgih,
. . High Pr. of Credit + High Pr. of Credit +
High Pr. of Credit High Asymmetry Low Asymmetry
a q a q a q

y=2D, (D LR (2) LR (3) LR/H (4) LR/H (5) LR/L (6) LR/L
. 0.78™ 0.79" 0.73" 0.76" 0.74™ 0.84™

= (88.95) (88.68) (36.66) (36.40) (50.35) (46.18)
P’ 0.02" 0.02" 0.01™ 0.02" 0.02" 0.01™

! (19.49) (19.20) (5.59) (6.34) (16.12) (13.42)
Observations 2,880 2,341 688 662 988 977
R-squared 0.815 0.820 0.814 0.835 0.847 0.856
Standard Fixed Effects
Year Y Y Y Y Y Y

Industry Y Y Y Y Y Y
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Abstract

This paper investigates dividend smoothing behavior by rated firms in Korea. Previous literature
suggests that rated firms have an incentive to smoothen dividends because it helps them resolve
information asymmetry between corporate insiders and outsiders, thereby improving their financing
environment. We find that rated firms indeed exhibit a greater dividend smoothing tendency than
non-rated firms in Korea. However, there is no significant difference in dividend smoothing between
high-information-asymmetry rated firms and low-information-asymmetry rated firms. Furthermore,
we show that the greater dividend smoothing tendency by rated firms is merely attributable to
endogenous firm characteristics of those rated firms. Overall, we provide novel evidence that challenges
the widely held view that the resolution of information asymmetry is the primary motivation for

dividend smoothing by rated firms.
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