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o]¢] Mxetol= FIEL ol HAAH FA HAF F9E (e.g. PEAD: post-earnings
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Table 1. Variable Definitions

This table provides the definitions of variables used in analysis. Data range from 2001 to 2016 at monthly
frequency. Bond price, accrued interest, face value, bond ratings and other basic bond data are from
Korea Ratings. Financial and accounting data are from Wisefn.

Variable|Variable definition

Bond return: log ratio of (Clean price + accrued interest rate) between t+1 and t; i denotes

ut+1 lissuers. The return is trading volume weighted at issuer level.

SUE is the standardized difference between reported earnings and expected earnings. Expected
SUE |earnings is modelled based on the assumption that earnings follows a seasonal random walk
with a drift.

SURGE is the standardized difference between reported revenues and expected revenues.
SURGE |Expected revenues is modelled based on the assumption that revenues follows a seasonal
random walk with a drift.

MKT Quarterly market capitalization: price times the number of shares outstanding (unit: one million
won)

BTM |Quarterly book-to-market ratio

DEBT |Quarterly debt to equity ratio

Ratings |Average credit ratings of the bond: AAA+is 28, AAA is 27, ... C-is2and D is 1.

MOM |1 month past returns prior to preliminary announcement date




Table 2. Summary Statistics
This table reports summary statistics of variables used in analysis. Refer to Table 1 for variable
definitions. Panel A reports the descriptive statistics and panel B reports the number of firms by year and

credit ratings.

Panel A. Descriptive statistics on factors

14

Mean Std Min Max
SURGE 0.24 3.39 -6.31 6.99

SUE -0.06 3.19 -6.77 6.31

MKT 2,623 11,137 0.46 282,900

BTM 3.09 73.70 -1,698.98 4,007.65

DEBT 121.6 6,169.2 -594,084.2 84,510.2
3-momth Return 0.02 0.03 -0.70 0.82
6-momth Return 0.03 0.04 -0.86 1.79

MOM 0.01 0.02 -0.54 0.70

Ratings 20.78 2.85 3.00 27.00
observations 8,387
Panel B. The total number of firms across year
All AAAAA A BBB <BBB
Nfirms Nfirms Nfirms Nfirms Nfirms

2001 98 12 30 39 17
2002 131 18 38 52 23
2003 142 19 41 58 24
2004 174 22 55 75 22
2005 161 25 57 70 9
2006 161 29 b5 68 9
2007 163 31 58 58 6
2008 147 29 62 51 5
2009 164 50 72 37 5
2010 166 51 80 31 4
2011 166 57 84 24 1
2012 179 62 85 31 1
2013 173 68 75 24 6
2014 165 70 71 19 5
2015 171 72 75 17 7
2016 150 66 71 10 3
Total 2501 681 1009 664 147




Table 3. Correlation Matrix
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This table reports Pearson correlations between variables used in analysis. Refer to Table 1 for variable

definitions. t statistics are in parentheses (* p < 0.05, ** p < 0.01).

3m return 6m return  Momentum SURGE SUE Ratings Debt IMKT BT
3-momth Return
6-momth Return | 0.55198*
Momentum -0.03591* -0.01656 1
SURGE 0.04713**  0.05401* -0.00950 1
SUE 0.03101 0.03937* -0.00165 0.24488* 1
Ratings -0.10079*  -0.12429*  -0.07197* -0.00858 -0.00153 1
Debt -0.00250 -0.00219 0.01590 0.01265 -0.01330 -0.27333* 1
MKT -0.02651* -0.03517*  -0.03480% 0.00874 0.00504 0.49770* -0.00057 1
BTM 0.01436 0.02288 0.01633 0.02154* -0.00937 0.06117**  0.17213** -0.00367 1
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Table 4 Pooled OLS regressions of SURGE and SUE on lagged SURGE, SUE

This table reports dynamic relation between revenue and earning surprises. In column 1 and 2, current
revenue surprises are regressed on past revenue and earning surprises. In column 3 and 4, current earning
surprises are regressed on past revenue and earning surprises. Shaded values are significant at 5%.

SURGE(t) t-value SUE(H) t-value
SURGE(t-1)  0.4905805 27.18 0.0715 6.19
SURGE(t-2)  0.1056929 8.69 0.0281 213
SURGE(t-3)  0.0329755 2.98 -0.0141 1.25
SURGE(t-4)  -0.2936565 2375 0.0011 0.10
SUE(t-1) 0.0031935 0.35 0.2024 13.37
SUE(t-2) 0.0192724 2.12 0.1044 7.75
SUE(t-3) -0.0084086 -0.99 0.0548 4.81
SUE(t-4) 0.0022789 0.29 -0.3521 -28.95
Observations 11466 Observations 11523

Adjusted R2 0.2535 Adjusted R2 0.4337




Table 5. Average returns of quintile portfolios sorted by SURGE or SUE.
This table reports average 3-6 month returns of quintile portfolios sorted by SURGE or SUE.

SURGE 3m Bond Return  t-value (3m) 6m Bond Return  t-value (6m)

P1 -4.513 0.01288 89.95 0.02637 14.57
P2 -1.543 0.01412 10.98 0.02711 14.19
P3 0.244 0.01395 11.35 0.02791 13.75
P4 2.057 0.01421 13.37 0.02818 17.16
P53 4.988 0.01562 12.06 0.02891 15.45
F5-P1 9.502 0.00274 2.43 0.002354 1.65
Sharp Ratio (annualized) 1.15460 1.07289

SUE 3m Bond Return t-value 6m Bond Return t-value
P1 -4.542 0.01254 9.01 0.02555 13.76
P2 -1.432 0.01379 11.84 0.02588 13.91
P3 -0.045 0.01491 12.34 0.02900 17.35
P4 1.386 0.01484 12.57 0.02859 16.42
F5 4.333 0.01473 11.67 0.02913 14.67
F5-P1 B8.674 0.00220 2.23 0.00358 2.44

Sharp Ratio (annualized) 0.92792 1.51276




Table 6. Fama-MacBeth regressions
This table reports the results of Fama-MacBeth regressions. Panel A and B reports the results with 3 and 6
month returns, respectively. t-statistics are below coefficients (* p < 0.05, ** p < 0.01, *** p < 0.001).

Panel A. Fama-MacBeth regressions of bond returns (3-month) on SUE and SURGE
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1 2 3 4 ] ]
SURGE 0.000253 0.000239* 0.000230 0.000254* 0.000283* 0.000259*
1.78 2.04 1.91 2.076568 2.33 2641178
SUE 0.000236* 0.000268* 0.000290* 0.000290* 0.000261* 0.000190*
1.96 223 2.40 2.373276 213 2681103
Ratings -0.000690* -0.000730" -0.000750" -0.001* -0.00094*
-2.04 -2.42 -2.39349 -2.28 -2.37181
DEBT -0.000002 -0.000002 -0.000003 0.000000
-0.37 -0.31819 -0.71 0.032875
BTM 0.000013 0.000004 -0.000069
0.097581 0.03 -0.69852
MKT 0.000000 0.000000
1.89 1.90046
MO 0.200288
1.274571
Constant 0.014182*  0.028138*  0.028767*  0.029623*  0.034138  0.031881™
12.95 4.05 465 462 3.95 4.00
Observations 6603 6491 6485 6272 6272 6009
Adjusted R2 01336 0.2300 0.2537 0.2566 0.25824 0.5666




Panel B. Fama-MacBeth regressions of bond returns (6-month) on SUE and SURGE
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1 2 3 4 5 6

SURGE 0.000187 0.000235 0.000229 0.000263 0.000319* 0.000258"
1.09 1.43 1.35 1.55 2.00 216
SUE 0.000454* 0.000444* 0.000472* 0.000475* 0.000417* G.000290**
2.44 2.54 2.74 269 2.56 3.13
Ratings -0.001490* -0.00152* -0.00152* -0.00191*  -0.002030**
-2.86 -3.20 -3.18 -2.82 -3.27
DEBT 0.000002 0.000001 -0.0:00002 0.000002
0.28 012 -0.41 062
BTM -0.000092 -0.000130 -0.000220
-0.74 -1.07 -1.74
MKT 0.000000 0.000000*
1.71 2.04
MO 0.098578
Q.57
Constant 0.027780  0.058747™  0.05%234™  0.0294327  0.086574™"  0.067523™
17.03 5.54 6.30 5.31 315 9.54

Observations 6608 6351 6345 6132 6132 6009

Adjusted R2 0.1523 02878 0.3083 0.3093 03428 0.5779
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