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Epappoyn 61
Agdopeva aveA kat avaAuon toAvdpopnong oto STATA
AKOAOUOAOTE TA TIOPAKATW PARATA:

BApa 1°:

1. MetoPeite oto e-class Tou ogpvapiov. 2to folder pe ovopaocia Laboratory tou e-class
avaldntnote To apxeio pe ovopaaoio Application_6.dta. AtoBnkevetal To TOTILKA OTOV
UTIOAOYLOTN 0aG Kot avoi&te To oTo Tpoypappa Aoytoptkov STATA. EMNIXHMANZH: To
apxelo Application_6.dta eivat 1o TEAkO apxelo Sedopévwyv STATA Omwg Exel
TIPOKOYEL META TNV E@oappoyn 4 pe ava@opd TNV EPELVNTIKN €pyaciat ToOu
Roychowdhury (2006).

2. Metofeite oto e-class Touv ogpwvapiov. Xto folder pe ovopaoia Laboratory Tou e-class
avalntnote to apxeio pe ovopaoio Code_Application_5.txt. AmtoOnkeveTAL TO TOTUKA
OTOV UTIOAOYLOTH 00G KL AVOIETE TO 0TO TIPOYPAUUA AOYLOMIKOU STATA.

3. Metafeite oto e-class tou ogpwopiov. Xto folder pe ovopaoia Library_Stata
avalnTAoTe Kol avoi&te To apxeio pe ovopaoia Xristikos_Odigos_Stata. AmoBnkevetal
TO TOTIKA OTOV UTIOAOYLOTH 00G. To apxelo autd Ba TO £XETE AVOLKTO OTNV SLAPKELX
NG EKTEAEONC TNG EPAPHOYNG TIPOKELUEVOU VA TO OUUPBOVAEVEDTE AV X PELXTTEL

Bpa 2°: Avayyelio SeSopévwv TIAVEA
AnAwoTte oto STATA OTL Ta Sedopéva 0ag eival TUTIOU TIAVEA UE TNV AKOAOLON €VTOAN:
xtset id year

MAPATHPHXEIZ

1. Otav avoliyetal éva apxeio dta to omolo eumepiExel Sedopéva TUTIOU TIAVEA (KO (PUOLKA N
Sopn twv dedopévwy eival tumou Long) ©A MPEMEI ONQXAHMOTE va TO dnAwaoete oTo
STATA. Autoé yivetal pe tn ouvtaén tng evtoAng: xtset AHAQTIKH METABAHTH MEPINTQXHX
AHAQTIKH METABAHTH XPONOY. Xtnv mtepimtwon pog N LETAPANTN id ekTeAEl TOV pOAO TNG
SNAWTIKNAG HETAPANTAG TiEPITTTWONG KL N LETAPANTA year TN SnAwTIkN peTafAnTh xpovou.

Bpa 3°: Anpovpyia mpooBetwv HeETAPANTWY BACIKOU HOVTEAOL YPARMIKAG TIOALVEpOUNONG
NG £pEVVNTLIKNA gpyacia Tou Roychowdhury (2006)

Me Baon ava@opdg tnv e£peuvnTikn epyacia tou Roychowdhury (2006) Oa mpémel va
SnuovpynBolv Kamoleg TPOTOEeTEG HETAPBANTEG YLt TNV EKTIMNGN TOU BACIKOU HOVTEAOU
YPOMIKAG TTOAVEPOUNONG. N To AOY0 oUTO OPXLIKA TIPETIEL VO LEAETHOOUME TO OXETIKO
KEIUEVO TNG EPEVVNTIKAG EpYyaTiag:




5.1. Comparison of suspect firm-years with the rest of the sample

If firm-years that report profits just above zero undertake activities that adversely affect
their CFO, then the abnormal CFO for these firm-years, calculated using the industry-year
model described in Section 4.2, should be negative compared to the rest of the sample. To test
this, | estimate the following regression:

Yi=a+ P1 (SIZE)t1 + B2 (MTB)ti + B3 (Net income)t + B4 (SUSPECT_NI): + &1.
(6)

In this case, the dependent variable, Yt is abnormal CFO in period t. Regression (6) is
also estimated with abnormal production costs and abnormal discretionary expenses as the
dependent variables. SUSPECT NI is an indicator variable that is set equal to one if firm- years
belong to the earnings category just right of zero, and zero otherwise.

To control for systematic variation in abnormal CFO, production costs and discretionary
expenses with growth opportunities and size, the regression includes two control variables:
MTB and SIZE. MTB, or the market-to-book ratio, is the ratio of market value of equity to
book value of equity. SIZE is the logarithm of the market value of equity at the beginning of
the year. Dechow et al. (1995, 1996) argue that abnormal accruals calculated using
conventional, non-discretionary-accruals models have measure~ment error positively
correlated with firm performance. To address the possibility that abnormal values from my
estimation models have measurement error correlated with performance, | include net income
as a control variable in the regressions.?? The net income figure is scaled by lagged total assets,
so it is similar to return-on-assets (ROA).2® Since the dependent variables are essentially
deviations from 'normal’ levels within an industry-year, all the control variables in the
regressions are also expressed as deviations from the respective industry-year means.

ATtO TNV aVAYVWON TOU KELUEVOL SLOTILOTWVOVE OTL TIPETIEL VA SnptovpynBouv:

1. Mia petafAnti ov Ba onuatodoTel Ta «vTOTTA» £TN (TNV OTtolat B TNV OVOUACOUE
suspect).

2. Mio petafAnTn pHEYEBOUG TNG ETAUPEIOG OPLOUEVN WG O AOYAPLOMOG TNG XPNUATIOTNPLAKNG
o&lag Twv Wilwv kepaAaiwv TNG eTaLpEiag TNG TPONYOVUEVN XPNONG Melov To avTioTol o
METO OPO TOV KAGSOU SpaaTnPLOTNTAG (TNV omoia Ba TNV ovopdooupe |.sizek).

3. Mia petafAnTn peyEBOUG TNG ETALPEIOG OPLOUEVN WG O AOYOG TNG XPNHATIOTNPLOKNG a&lag
TWV WBlwv KEPOAQiwVY TNG ETALPEIAG TIPOG TNV AVTIOTOLXN AOYLOTIKN TNG TIPONYOUMEVN
XPNong HEloV To avTioTol o HECO Opo Tou KAAdou dpaatnplotntag (tnv omoia Ba TNV
ovopaoovpe |.mtbk).

4. Mia peTaBAnTr) OIKOVOMIKNG aTtOS00NG TNG ETALPEING OPLOUEVN W TWV WOIWV KePaAaiwv
NG €TALPELG N ATTOSOTIKOTNTA TWV OIWV KEPOAQIWV peioV TO AVTIOTOLXO HECO OPO TOL
KAGSOoU SpacTnPLOTNTOG (TNV oTtola Ba TNV OVOUACTOLE Nik).

Mo To AOyo auTo ekteAeote 0To STATA Ta akoAovBa:

generate size=log 10(mv)

generate mtb=mv/tas

by id: gen Isize=L.size

by id:gen mtbl=L.mtb

egen sizemean=mean(size), by (industry)

egen nimean=mean(ni), by (industry)

egen mtbmean=mean(mtb), by (industry)

generate sizek=size-sizemean

generate nik=ni-nimean



generate mtbk=mtb-mtbmean
Bpa 4°: ApxLKA EKTIUNGN YPOUUIKNG TIOALVEpOUNONG

H Baoikn toAvdpopnon Ba ekteAeoBel apx k& AapBdvovtag umtoyn OTL £xouv dnpuiovpynBet

oL akOAoLBeG TpeLg PeTAPANTEG (Oeg Epappoyn 4) yla TNV XELPAYWYNOon AOYLOTIKWY KEPSWV

MEOW AELTOVPYLIKWVY ATTOPACEWV (real earnings management):

1. abnormalcfor: aouvRBlOTA XOUNAEG KOOAPECG TOUEIOKEG POEC OTIO  AELTOUPYLKEG
SpaoTNPLOTNTEG EEAUTIOG TNG HOXAELONG TWV TIWANTEWV.

2. abnormalDiscrr: umtepfdAAovoa peiwon Twv SATAVWY TIOU UTIOKEWVTAL OTN SLOKPLTIKNA
EUXEPELX TWV SLOIKNTIKWY OTEAEXWV.

3. abnormalproducr: unepfdArovoa peiwon TOu avd povada KOOTOUG e&auTiog TNG
adLlKaloAOYNTNG vENONG TNG TTAPAYWYNS

El&ikOTEPA eKTEAETOE TIC OAKOAOVOEC EVTOALC:

xtreg abnormalcfor l.sizek |.mtbk nik suspect

xtreg abnormalDiscrr |.sizek . mtbk nik suspect

xtreg abnormalproducr l.sizek |.mtbk nik suspect

K&vte pio ovvtopn oa&loAdynon yx k&Bes eva amd T EKTIMNUEVA YPOUULKA HOVTEAX
TIOAWVSPOUNONG.

Bpa 5°: ‘EAeyxog mopadoxwV YPAUULKOU HOVTEAOL TTIOAWVSPOUNCNG
2710 PR autd Ba TIPAYHATOTIOINO0UV OL EVEPYELEG EAEYXOU TIAPOASOXWY TOU YPOMIKOU
MOVTEAOU TIOAVEPOUNONG.

Evépyeia 1 — EAsyX0G KAVOVIKNG KATAVOUNG Katahoimwv pe swilk, sfrancia, sktest

Mo va eAeyxBei n LTTOOEGN TNG KAVOVIKAG KATAVOUNG TWV KATOAOITIWY EKTEAOVVTOAL OL EAEYXOL
swilk, sfrancia, sktest pe TG akOAOLVOEG EVTOAEC:

xtreg abnormalcfor l.sizek |.mtbk nik suspect

predic e, residuals

swilk e

sfrancia e

sktest e

xtreg abnormalDiscrr |.sizek |.mtbk nik suspect

estimates store e

swilk e

sfrancia e

sktest e

xtreg abnormalproducr l.sizek |.mtbk nik suspect

estimates store e

swilk e

sfrancia e

sktest e

Av Tto p-value givat xapnAotepo amod 0,05 toTe amoppimTeTal N VTTOBEON TNG KAVOVIKNG
KOTAVOUNG.




Evépyeta 2 — EAeyX0G TIOAUCUYYPOUUIKOTNTOG ME Vif

Mo va eAeyxBet n UTtap&n TNG TOAVCLYYPAPULKOTNTAG eKTEAELTAL O €Aey)OG Vif WG €ENG:
reg abnormalcfor l.sizek . mtbk nik suspect

vif

reg abnormalDiscrr |.sizek |.mtbk nik suspect

vif

reg abnormalproducr l.sizek |.mtbk nik suspect

vif

Evépyela 3 — EAcyx0G £TepOOKESAOTIKOTNTOG e hettest kat imtest, whit.
Mo 1o hettest ekTeEAL0TE TIC AKOAOVOEC EVTOAEC:

reg abnormalcfor l.sizek I.mtbk nik suspect

estat hettest

reg abnormalDiscrr |.sizek l.mtbk nik suspect

estat hettest

reg abnormalproducr l.sizek |.mtbk nik suspect

estat hettest

Mo To imtest, white eKTEAEOTE TIC AKOAOUVOEC EVTOAEC:
reg abnormalcfor l.sizek I.mtbk nik suspect

estat imtest, white

reg abnormalDiscrr l.sizek |.mtbk nik suspect

estat imtest, white

reg abnormalproducr l.sizek |.mtbk nik suspect

estat imtest, whit

Av To p-value gival xapunAotepo amod 0,05 TOTE UTIAPXEL ETEPOOKESATTIKOTNTA. L€ TIEPITITWON
IOV SLOTOTWOEL ETEPOOKESATTIKOTNTA N TIPOCAPHOYN YIVETAL HE TNV €TLAOYN robust kat n
OXETIKN ovvTadn £xEL WG ENG:

xtreg abnormalcfor l.sizek . mtbk nik suspect, robust
xtreg abnormalDiscrr |.sizek |. mtbk nik suspect, robust
xtreg abnormalproducr l.sizek |.mtbk nik suspect, robust

Evépyewa 4 - EAsyxog auTooLOoXETIONG e bgodfrey

Mo to bgodfrey ekteAeoTe TIG AKOAOUOEG EVTOAEC:
generate time = _n

tsset time (n evToAn autr) SNAWVEL XPOVOAOYLKN OELP)
reg abnormalcfor l.sizek I.mtbk nik suspect

estat bgodfrey, lag(1)

reg abnormalDiscrr l.sizek |.mtbk nik suspect

estat bgodfrey, lag(1)

reg abnormalproducr |.sizek [.mtbk nik suspect

estat bgodfrey, lag(1)




Av 1o p-value givat xapnAotepo amo 0,05 TOTe LTIAPXEL AUTOCUOXETLON. X TIEPITITWON TIOV
SlamiotwOel avtoouoxETion N Tpooappoyn YiveTal pe Tnv emAoyn cluster(id) omou id ivou n
HETABANTH SNAWTIKA TNG ETALPEIG KAL N OXETIKNA ouvTagn EXEL WG EENG:

xtreg abnormalcfor |.sizek . mtbk nik suspect, cluster(id)
xtreg abnormalDiscrr |.sizek |.mtbk nik suspect, cluster(id)
xtreg abnormalproducr l.sizek |.mtbk nik suspect, cluster(id)

Evépyela 5 — EAsyx0g oTaBepwv vavTl TUXaiwV eMOpaoswy pe hausman
Mo To hausman eKTEALOTE TIC AKOAOUVOEC EVTOALC:

xtreg abnormalcfor l.sizek . mtbk nik suspect, fe

estimates store fixed

xtreg abnormalcfor I.sizek . mtbk nik suspect, re

estimates store random

hausman fixed random

xtreg abnormalDiscrr l.sizek . mtbk nik suspect, fe

estimates store fixed

xtreg abnormalDiscrr |.sizek |.mtbk nik suspect, re

estimates store random

hausman fixed random

xtreg abnormalproducr |.sizek . mtbk nik suspect, fe

estimates store fixed

xtreg abnormalproducr l.sizek l.mtbk nik suspect, re

estimates store random

hausman fixed random

Av To p-value givat xapnAotepo amd 0,05 1o1e emné€te fe (oTaBepég edPATELC).

Evépyeia 6 — Oplotikomoinon emAoywv ToAvSpoOnong xtreg

Ot emloyég fe, re, robust, cluster(Firm_id) eivat Suvatdv va xpnoipomotnBovv cuvduaouEva
QVAAOYQ € TN TEPITITWON KOL TO TIPORANUA TIOU SIATILOTWOXUE OTLG TIPONYOUVUEVEG EVEPYELEG.
‘EoTw OTL EMOUPOVUE VO EKTLUNOOVHE EVA UTTOSELYUA (TTOAVUETAPBANTAC) TTOAWVSPOUNCNG IOV
aAPOPA& Ul €EapTNUEVN METAPANTA (vrY) Kal éva TIANBOG aveEdpTnTwy PeTABANTWY (€0TW
TPELG pe TNV ovopoaoior vrX1, vrX2 kat vrX3 avtiotolxa) pe dedopéva mavel. O TOPAKATW
Tiivakoag SISl SIAPOPEG ETIAOYEG KOTA TNV EKTEAEDN TNG EVTOANG Xtreg.

Emdpaosig | EtepookedaotikdTnTa | AuTOOUOXETION | 2UVTOEN

YtaBepeg | Oxt ‘OxL xtreg vrY vrX 1 vrX2 vrX3, fe

YtaBepeg | Nau ‘OxL xtreg vrY vrXl vrX2 vrX3, fe robust

YtaBepeg | Oxt Nau xtreg wvrY wvrXl vrX2 vrX3, fe
cluster(FirmJd)

YtoBepeg | Nau Naut xtreg vrY vrX| vrX2 vrX3, fe robust
cluster(FirmJd)

Tuxaieg ‘OxL ‘OxL xtreg vrY vrX| vriX2 vrX3, re

Tuyaieg Noau ‘OxL xtreg vrY vrX| vrX2 vrX3, re robust

Tuxaieg Oxt Noau xtreg vrY wvrXl vrX2 wvrX3, re
cluster(FirmJd)

Tuxaieg Nat Nat xtreg vrY vrXI vrX2 vrX3, re robust
cluster(FirmJd)




