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Abstract This study first examines whether the high matching principle reduces the cost of equity, and
then examines the effect on discretionary accruals and capital cost. According to previous studies, the
higher the response to revenue cost, the higher the earnings quality. The higher the quality of earnings,
the lower the information risk, and the lower the information risk, the lower the capital cost of
enterprise. Discretionary accruals can play two roles in opposing each other. One is that managers use
the discretionary accruals to provide private information about the future of the corporation to the
market, thus enhancing the usefulness of the earnings. The other is that managers can use the
discretionary accruals opportunistically to distort earnings and provide misinformed information to
investors, thus reducing the usefulness of earnings. The results of this study represents that the higher
the responding to the revenue cost, the less the cost of equity. In the case of firms with high revenue
response, we examine whether discretionary accruals reduce the cost of equity capital. As a result of the
study, the higher the responding to the revenue cost, the lower the cost of equity capital. Companies
with higher matching principle have been shown to reduce their capital costs by using discretionary

accruals.
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COC, = By + By NEU, + B,SIZE, + B, LEV,
+5,ROA, + B, BM, + B, GRW,
+3,BETA, + 3, ABSACC,

+B8y NEG,+ YD + ID+e¢,

®)
oG, = py + 5, ABSDA, + (3, D,
+ B, ABSDA, x D,
+ 8,SIZE, + 3, L EV, + 3, ROA,
+B.BM, + 3, GRW, + 3, BETA,
+ 3,0 ABSNDA, + 3, NEG,
+ YD + [D+e,
©
COC . Cost of capital by MPEG model
NEU : Matching principle
ABSDA . abs(Discretionary accrual)
D . if NEU is high 33% group 1
0 otherwise
SIZE . In(Market value)
LEV : Debt / Asset
ROA : Net Income, / Asseti1
BM . Capital / Market value
GRW : Revenue growth rate
BETA . Systematic risk
ABSNDA . abs(Nondiscretionary accrual)
ABSACC : abs(Total accrual)
NEG ¢ if Net Income{0 1; 0 otherwise
YD : Year Dummy
ID . Industry Dummy
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Table 1. Descriptive Statistics (N=1389)
Variables | Means | St. Dev 25% Median 75%
COC 0.148 0.063 0.102 0.135 0.179
NEU 0.864 0.26 0.881 0.969 0.993
ABSDA 0.037 0.038 0.012 0.026 0.05
SIZE 27.607 1.541 26.397 27.413 28.7
LEV 0.794 0.617 0.33 0.639 1.104
ROA 0.064 0.054 0.026 0.05 0.089
BM 0.884 0.555 0.486 0.782 1.16
GRW 0.069 0.189 -0.024 0.054 0.134
BETA 0.76 0.392 0.454 0.748 1.031
NEG 0.043 0.203 0 0 0

Table 1.2 $=9H] &3 A7|AH2H-E Atolo]
AL AS5] HoiA AR WEe] Ve ATE
YeRATE COCY HH#S 0.148°]1 94 0.1358
Uebgth AEwWeEA $9u8g-82 9u]sh= NEU
o] YL 08642 YR QUth A whyAe
Elfl= ABSDAY] B2 0.037°]1 £Y4+= 0.0269
e Holu k. 7| E YEE SIZES] Wi
27.607(%F 9H 7HA Aol F5E= 27.413(8F 44
Ao yepgtrh FAHE(LEV)] B2 0.7940]1
Z9TE 0.6399] & UERATE FAHA]E(ROA)]
B2 0.064013 FE 0.050]t} A7 9
u]sh= BMO] a2 0.8840]1 F95= 0.7829] 2
Hol1 9t} viEde] WEA4S Yehlis GRWS B
2 0.0690]12 FY4= 0.0540It). A AFLS et
Wil BETAS] B2 0.760]11 $94= 0.7482A4 1H
o 22 3rS YeERRI Qltt B71s=o]9]o] HiojyAll
e Yeh+= NEGE H#2 0.0430]t} o]+ AA®E
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Table 2. Correlation Coefficient (N=1389) o] Zx}Ato]elEo| =8 uldjo] E&AlAdo] Zha
3] ¥ L o 3] B 2}
Variables | COC NEU ABSDA SIZE sto] 27| AREE|go] otttk AL oJulditt. F4bY
NEU -0.010 AFVIRE ol 85t ts3AdS A= 23 24t
y WAL solstE Yt mebA thegAadS A
apspa | O] 008 7457 95 Aow Beltt
SIZE —03*28 -0.042 0.004
Table 3. Regression of Hypothesis 1 (N=1389)
0.266 0.140 0.100 0.057
LEV solole stk stk ok :
Dependent Variable : COC
ROA _O,,;EE 8 ~0.032 0*238 0*1*119 Variable Prescii;;ted Estimate t-Value
BM 0.340 0.064 -0.122 -0.331 Intercept ? 0.451 14.25%*
solole ok stk stk NEU _ -0.024 —4 4
-0.042 -0.024 0.092 0.021 SIZE - -0.012 -12.09"
CRW LEV + 0.023 8.477*
0.122 0.043 0.091 0218 ROA - -0.077 -2.13"
BETA ok o o BM + 0.019 5,820
NEG 0213 -0.013 -0.019 0.024 GRW - -0.011 -136
BETA + 0.020 477
Variables LEV ROA BM GRW ABSACC * 0.116 026"
0208 NEG + 0.037 S
ROA O*'** Adjusted R? 0.339
Significant at the * 10%, ** 5% and *** 1% levels
0.063 -0412
BM ok soloks
} . -0.151 -
orw | OO 03P O APASR NEUY B1ASE G720 @
BETA 0143 | -0047 -0.006 -0.001 Holil °1‘ﬂr ol o830l FE&E o]Q]9] Ao
: ok A A7 AHEl o] otk AE ojulgi}.
wo | o2 o [ e [ e e aws) b e gEn:
Significant at the * 10%, ** 5% and *** 1% levels
Table 4. Regression of Hypothesis 2 (N=1389)
Table 2.&= EAo| A2E HSE Alo|ojjA] Hoj& Dependent Variable : COC
AoAE Uehdth 2eolu|8thes ojn|sl= NEUS} Variable Pres?lg‘;ted Estimate t-Value
1}711}%1:]] © -’] ]‘8]"‘5: COC+= —(—)*J’-“—_]'ﬁ +E L}q Intercept ? 0.425 13.52%*
WA [k l'E}. AFd SPAS Yehfe ABSDA + 0.145 296"+
ABSDAS} A71AHEH]| 8-S UEY= COC Atolof Al D - -0.002 -0.54
AG7t Folgt HHY S UERH L k. oA A AES];A - -0.165 212"
4 wagolo] Axo) Wt Ae ZANAN A7IRHEH& T - oo o
< F7HI71AL &S vEhdt) 719 E(SIZE)SF A7 LEV + 0.023 825
AHEB]L(COC) Ato|9] AASE S9)5t 2(-)9) e ROA - -0.071 -1.95
R 9l o) ZIGFREIZETE ALSE 714 BM - 0019 585
EHIE(COC)0] Wik 212 Hehdich. RAHIS(LEV) orY - 0019 2
BETA + 0.020 4720
A7VREEIGCOC) Aole] AR Rolg e — T o =
+ A o
71—0 o o]l A U;ﬂ B X015 o A2~
R Stk ol AT A0 BAaslEo] AL = - o e
s olefe] bl SeldoA Arlvigel 5 el 0350

7HRithe AL Hojzth Zzalole
2H-E(COC) Aol JoAT=

o1 E(ROA} A7}
= 8(-)9] 3 Holxy|
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Significant at the * 10%, ** 5% and *** 1% levels
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