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Zingales, 1997), WW A|<=(Whited & Wu, 2006), SAR|4~(Hadlock and Pierce, 2010)
£ AREETE AFAQ Aol AL VIS ARl FAC] UEute W Alofe] ©
< 7IFEEY S A7t FYsith odE B, AEH o] Eof A 2o
gt 1 H&o] 7| wiel, FZo] YEH gt ol A& o] o} 2
= 34\0]13} 2o Oﬂf\ £ KIS-Valueol A
o

55 HEET ¢ £2 418& Hole Aotk Kaplan and ngales(1997) A F= AFEA
A kol #H3F ofe] AFEoA AFEE L ItHLamont et al, 2001; Baker et al., 2003).
2 AFA = Lamont et al.(2001)9] “H-& webA, ofje} 2 #AAE 7Nte =
KZ A+E F3dch

KZ=—1.002 OF, 39.363 DIV i 1.315 @‘W (7
Az,t*l Ai.,t*l ' Ai,.,t*l

3.319LEV;,+0.283Q,,

714 CFe daai(@deld + 7P, DIVe sldw(dw)olH, A 4
Atolt}, CASHE 5 2 aF %7}% 1™, LEVE @ 2(F 74 / & A4, ot
Ao g Q + Tobind QUA7HEd+ZF Fa1/F A4hE Jepdoh

a2y CREDITH KZw 52 Az 252 270 et B ixﬂé}oi e}
3 7hs/do]l lom, olFc] A 7lge AA AFH AdE vEhe dE BTFR
E F e digk EAA7I7E UdT) ol & sidsr] $ek A<l EH‘&X—*] A5
A Aloke] e g WERZE WW A 5(Whited and Wu, 2006)9F SA = 4=(Hadlock
and Pierce, 2010)°] 1t} Whited and Wu(2006)2 KZ A+ #+4 89 F <l
Tobin ¢ 34 237k KZ A%e] 2A 93-S 7140, webd] AA2 AT AFS
FAsted QoA gaea gom FAG w9, K2 A e 2 71309
71wk m4re) obg o] BEak Whited and Wu(2006)= z} 152 WW A
o} KZ AFE vladte] WW A7 o & A3E JebdS B3tk Whited and
Wu(2006) 5 FAF 298 F4& GMMoZ F335te 2] (8)9} 22 J&ﬁle 7|Hto 2

ATH Ae el + A AFE AEdd

_1::
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CF,,
W, , ==0.091—— 1
1,0 —

—0.062DVIPOS; , +0.021LEV;, 8)

—0.044LNA; , +0.102ISG, , —0.03554G, ,

o714 CFE d7s2(ddeld + 7M3zh]) oW, DIVPOSE s AF Al 1,
ofy™ 091 o 1 _TOM. LEVE #¥gAE Uehi™, LNAE 3 A4te] Ad=2a
golth ISGE 719 i7F &3 44 jo W& AFES YeEhlv, SAGE 719 i9]

= 4FEIH

Hadlock and Pierce(2010)+ SEC FAIZFEH 4L 7|dEe AFH At Fxo
gt B/7E5 BalA ZA HolHE B3l AFE AY JrE FHote M2 AFE
Fslath SA AFE ot WHS ok 2ot

SA;, =—0.73LNA,, +0.043LNA?, —0.040AGE, , 9)

21 (9elA LNAE F ARt AA=Z gholw, AGEE 7199 9 dFelth
Hadlock and Pierce(2010)2 7199 27} 452 @8 E 3ol 7Y 729 HAF =2

45z 2 hAstE 9A3H(Winsorization) & ALstF oty B AF= 7|y Tt

of el eE 9AsE A&k LUtk Al ZE 7Y Rl AZgeld =

%
stom, B AFdie Fio] A ARt 2004ds 7IEoR AFH oS
Attt whH AGEE Hadlock and Pierce(2010)2 uwlebd 3738 7|Eo2 943}
Agslo] 3TAE 2T ASe BT 7doz ALsidth WWel SA |5
A AMgEE & AR BF H”“*% @eloln, 1 Fo] AARTE stk 3]

m\m N o F14d

Ao AHEE = AFA At Wige 2 AREE A9 20% Eol7ke A5 1, of
YW 091 gn] RFR Wgste] ARg-glitt

mpRete 2 2 Ao af WAl 9%S 7E F e Ve SANSE
SIZECIGTE, Al7FEd), AGE, MTB(FE7F vl Al47h, ROA(ZF At 498),
ACOV, LVRG(#HH2]#]), EVOL(F9 °l%9 5d #F9Ah), 28Ja TURN(E A ),
ILLQE AFg-3th o714 ACOVSH AGE, 181 ILLQE B34 7M1 93-S &
Asr] HsliA B FE vgA ] A3 Wolth ILLQe ARIZIE Ha s Al

gah,
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2> 7
Uehd A AFEL A AEANE AATE 1F B4,
ATA Aok 28] Ak BA HER H B Ao AFEH FELS 25 Altman Z-Score®] SAMA
ko] 1.81 o]Ael 719 #=AE, o= A al constraints)@} A} -2 v‘—ﬁ(ﬁnanaal
dlstress TFE17] 98 CORE 1 % HEAJIVOLFRT zF MeEzke) AaaA Aes Jehd 29,
HEEd gk 2R AHe <iE 1>& Fud A

<
B AFoA aed HEEY 712 A%
A=)

T H T MEAN MED P25 P75 STD #E=7] COR
EPCM -0.03 0.00 -0.04 0.04 0.22 10712 -0.401
NGz PCM 0.02 0.04 0.01 0.09 0.22 11555 -0.397
HHI 0.19 0.17 0.09 0.29 0.13 11707 0.035

N_FIRMS  111.70 89.00 4600 11700  98.36 11708 0.007
i ¥s48  IVOLFF 0.39 0.39 0.38 0.40 0.01 11708 1.000
CREDIT 473 5.00 3.00 6.00 1.88 11674 0.384

KZ 1.08 1.10 0.44 1.77 1.34 11708 0.497
A2 Aok
SA -3.35 -3.33 -3.89 -2.81 0.68 11708 0.459
WW -0.24 -0.24 -0.29 -0.18 0.15 11696 0.521
SIZE 25.02 24.79 24.05 25.73 1.46 11708 -0.238
MTB 1.21 0.98 0.77 1.35 0.75 11708 0.473
ROA 0.00 0.04 0.00 0.07 0.21 11708 -0.496
EVOL 0.08 0.04 0.02 0.07 0.16 11708 0.394
AWk E4 AGE 3.14 3.18 2.71 3.61 0.58 11708 -0.113
ik LVRG 0.41 0.40 0.25 0.55 0.21 11708 0.083
ACOV 0.47 0.00 0.00 0.69 0.87 11708 -0.107
TURN 1.55 0.711 0.29 1.70 2.40 11708 0.504
KOSPI 0.36 0.00 0.00 1.00 0.48 11708 -0.254
ILLQ -4.56 -4.81 -6.03 -343 2.24 11708 0.096
ZSCORE 3.67 2.90 2.15 4.15 3.20 11708 0.135
AR 27 EDF 0.01 0.00 0.00 0.01 0.04 11703 0.656
ZSCORE

(A2F 912 2.88 2.33 1.51 3.52 321 17084 -0.005

4.1 17 HESYn AFANFEYTZ

0\'

B HoAe AFA At d& AuEI)e 9, WA nf WA FEAG
BRATFZ7L ou g FAE A L AeAll taliA Fetdith Sule| M E GA] Gaspar
and Massa(2006)3} #2o], A&l A1 A7 A o] =2 7]"4«1 A5l 1f HEA
o] B Uyele Aol EAEEAE el <F 3> 2 (1) 5F IAEES
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<E 3> 5% 3|7 EM(pooled regression) - baseline

7 o] Ry o gRE FA nH WEAe AART Fholw, COMPE
FEAARATFZE el = W4E HHL PCM, EPCMS). BE 3FA A= A et AE834E5

e Zh Wl oig AR AR <E 1> & FA AT 7193 AlRdel di@ w58t 2EeAt
(double clustered error)oll Al AF&gF == = =& Zk7F 19 5%, 10%9] Fo4¢=S YER.
Panel A HHI PCM EPCM
-0.738 -1.098* -1.094"
COMP
[-1.202] [-6.835] [-6.537]
-0.102 -0.082 -0.088
AGE
[-1.397] [-1.199] [-1.267]
-0.137* -0.111* -0.099
SIZE
[-2.051] [-1.758] [-1.525]
1.522 1.529 151
LVRG
[7.811] [7.65] [7.889]
0.835"* 0.845 0.852
MTB
[10.881] [11.62] [11.308]
-1.305"* -0.871 -0.852"
ROA
[-4.201] [-3.178] [-3.134]
1.769 1.678* 1.695
EVOL
[3.167] [3.107] [3.118]
0.531 0.532 0.527
TURN
[18.446] [16.796] [16.666]
-0.208"* -0.201 -0.216"
ACOV
[-3.184] [-3.272] [-3.73]
-0.502"* -0.497 -0.519
KOSPI
[-5.456] [-5.62] [-5.545]
0.162"* 017+ 0.17+
ILLQ
[2.669] [2.862] [2.876]
8.424* 7.433 7714
Intercept
[6.216] [6.161] [5.247]
ArEAHS YES YES YES
e =l YES YES YES
A=g3 11707 11555 10712

EEAY 0.497 0.489 0.485
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ol Agt 7199 A%, A Auige] o] JYFdE EFet 4 Atsy] oHo
 7Md H28 sidlsle Agta & ¢ ds etk oWd wAEdE uHs
o AAZ A Aol nXE A G} oBA WEElEAE
ANA Intere <& 4>c1A2 FC COMPY mAatets weldt 3] EAolA, Zzte] o
A ENE Yehd Zolth wkA W/0 Intere FC9 COMPo| wabdhe e s
e 3AEA A SARIZ IAAT) Y TS 71 Flolth

<% 5>9 ZAnE s v 2ok AA, FC COMPe matgzss ued)
S, COMPe A EYE waAass ndsiA] &% mjiyg Zoj=s Aoz Ye
wuth olZ Eo], FCE KZ A4°|i COMP+ EPCM¢ A %2 AW Hz}l wagshes
DHTFA] &gk w9l W/O Interoll A9 3HAEIE -1.09908 =), Intero] Aol FC
o wAEAE nHYS wolls 01701 ek @& oz Yepyth 1 yre

(

02 FCES A4S o= A ase] duge Solee Ba5s 18 ¢ ok
FC7} CREDITS! ZA-fele AR F357t vile REE Ueksth 4, i,
FCo A& wAERE 18P W a2skA] XS WE vushd 2 =
2 Holx gttt web <E 559 Aaw JA] AFA A ko] =

A& BalA FA A7 o] wiEel A AujEo]l

Qo] HaErhs 7H H2E AAsha gk

54 Age guHon ATA At JEsb En oW Agle Wi vehie
5, AP ARA A Fut 0E £ glon o] nf WEY ARA A
oF 293 AgAATRe WA GRS 7A sbsdel Utk o IR FAG

T8 T
AslA, <FE 6>°ﬂ AMe 2t AU 719 ES ol &ste] AlZEbe(cap-weighted)
= 2 Aok 9 Aol gk fEHFE ALS
sto] BAl Eﬂ‘/l:oﬂ F71e AR S AAIZEE <E 6>oA = HHIZ A9 Uz
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<E 4> E3 3|7 EM(pooled regression) - MFX A efnp wRbsk 12
i‘} 3 AEA o] FE&H,E FR(1993) 389 Ry o rYE 243 14 HEA X}Oqil Folw FCE 2 A %2 A 2KFC, financial constraints)
E(CREDIT, KZ, SA, WW)& Yehd, A7 At g 72t AT 9] 20%0] = 45 1, old™ 09 gr] A4 ARes COMPE A1 7
*ﬂ:rLz g A& ‘/}EMJL W42 HHIL PCM, EPCMY. BB8AIMSEE SIZER7FEY), AGE(7Ie] AR, MTBCER7F th] A7}, ROA,
EVOL(e]9} W54 OV(eldB|2E AWz ), TURN(fiPﬂ%, KOSPI(f7}% Ml%} gu)), ILLQHI 54 ARX)E AHEston, Axel Ak
HrHEE FA 5t 7~. Agol] digh 2 A <E 1> & Fud A t-BATS 7197 At vt £33 132 3Kdouble clustered error)
oAl Al o 2 k2 1% 5%, 10%9] FFTES Ve,

2L

). A
9.

FC = CREDIT FC = KZ FC = SA FC = WW

HHI PCM EPCM HHI PCM EPCM HHI PCM EPCM HHI PCM EPCM

0.378 0.631  0.69 043 0507 0.542" 0.213 0483 0465 0991 0904 0918

FC
(15591  [5115]  [5291]  [1.598]  [3469]1  [3579]  [1.045]  [37071  [3337]  [3478]  [5191]  [5.129]
-0.65 -161™  -1625"* -0845 -1.637* -l664™ -1114" -1.377 -1341"™ -0.838 -1.715"" -1.698""
COMP
(-11o11  [-7192] [-752]1 [-1.378] [-7553] [-8073] [-2119] [-7.286] [-6.719]1 [-1416] [-9.408] [-9.88]
1.168 1.853"  1.863™ 0.696 1466™ 1499 1408  0664™  0.589" 0.263 1313 127
FC x COMP

[(1584]  [3.764]  [3.729]  [0.935] [4.58] [4.666]  [1.868]  [2746]  [2.136]  [0.362]  [5.633]  [4.895]

A AWM YES YES YES YES YES YES YES YES YES YES YES YES
AT YES YES YES YES YES YES YES YES YES YES YES YES
Ax g} YES YES YES YES YES YES YES YES YES YES YES YES
BAEM 11674 11527 1068 11707 11555 10712 11707 11555 10712 11695 11543 10712

B3 R? 0.501 0.496 0.491 0.499 0.493 0.489 0.500 0.492 0.487 0.505 0.497 0.491




ARA Akt AAEATES] FEAGe] Th WEY VI 9T &

<E 5> Witehg 2SS me AstAEn Hlw
<F 5>& AFA AKFC, financial constraints) W<S(CREDIT, KZ, SA, WW)Z} A1 473432 2 A|uj2(COMP)-S Yeh & H4=(HHI, PCM, EPCM) 2}k
waAEIE 183S o] FCF COMPL] % 3HA & ¥Haverage marginal effect)9}, WA &S nedskR] ZS wlo] A G237} o9 A =24 YepdEA
£ AT, Inter= FCY COMP2] mAtE 2 188 3|ARA A 9] 27t HidAEaE Yehd ZAolm, W/O Inters maa-e 12iskA] ¢ 3|44
A9 A ZIHIAAL) S VERR A, EAHS st AAe AL <X >S Zud A BE +-EADL 797 A7t gig 2338} B3 2 2Hdouble

clustered error)& &g =, = & 247t 1%, 5%, 10%9] Fo+E5 Ve

FC = CREDIT FC = KZ FC = SA FC = WW

HHI PCM EPCM HHI PCM EPCM HHI PCM EPCM HHI PCM EPCM

0.54* 0.66"** 0.63" 0.56"** 0.53 0.507** 047 0.50"* 0.45"* 1.04 0.93 0.88"*

FC
[6.507] [7.134] [6.633] [6.608] [6.261] [5.635] [6.639] [6.964] [6.145]  [13413] [11.72]  [10.866]
Inter
0.52 0.24 0.24" -0.15 -0.17 -0.17 0.30 071 075" -0.58 -040~ 043"
COMP
[0.916] [2.03] [1938] [-0.263] [-1.403] [-1.312]1 [0521]1 [-5794] [-6.012] [-1.021] [-2.675] [-2.766]
0.61" 0.49"* 0.48" 0.56"* 0.6™ 0.43" 0.49* 047 0.42 1.04 0.86** 0.82**
FC
W0 [4.901] [3.976] [3.841] [3.782] [3.204] [3.001] [3.742] [3.62] [3.075] [5.813] [5.097] [4.834]
Inter
-0.56 -1.08*  -1.08* -0.77 110 -1.09** -0.82 -1.09*  -1.09** -0.80 -093*  -093*
COMP

[-09611 [-67211 [-644] [-1.251] [-6981] [-6688] [-1.378] [-6.756] [-6506] [-1.294] [-5927] [-5.623]
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=g 37

<E 6>
<E 6>2 7} 2k EA(INDU_ROA, INDU_LVRG) S
AA R grolH, FCE 2 AlF2A A 2KFC, financial constraints) ¥
== 4% 1, olJE 09 gu] SR A8 COMPE A1 AR 2 A|u)E
AGE(7199] AA), MTBCR7} oy

ILLQUI 54 AH)E ALgaigor], A5ivl o Qe aae SAsS 2

|7 22 (pooled regression) -
G AARNL AT A, B
FE( CREDIT KZ, SA, WW)< Jepd. 2152 7)<k
< YJehlE W42 HH,
A7, ROA, EVOL(0]€] W%E4]). ACOV(elde]|2E AW E]A] ),
ol tigh AR A2

Abod b
—H=2

=M =3

I FF(1993) 3291 =g o

PCM, EPCM4.
TURN(Z] 31

<E DS 1

et 2313 FFE 2 AHdouble clustered error)oll A AbE3dF == = o Zk7) ;11%, 5%, 10%2] freleas UER.
FC = CREDIT FC = KZ FC = SA FC = WW
HHI PCM  EPCM  HHI PCM  EPCM  HHI PCM  EPCM  HHI PCM  EPCM
e 0344 0606 0688 0455  0504™ 0567 0325 0466 0299 1018 0847  0.891"*
[1375]  [5008]  [5582]1 [1598]  [3.762]  [4104] [1636]  [3265]  [1.765]  [3.351]  [4.76] [4.97]
COMP -1.302°  -1544%  -1598*  -1531* 15777 -1655%*  -17% -1.285% -1.312%° 1364  -1581% -1.642*
[-1.766] [-6.7941 [-7260]  [-19]  [-7.031] [-7939] [-2379] [-7539]1 [-649] [-1.821] [-9.197]1 [-9.906]
FC % COMP 1358 1684 1753* 0604 13627 1458 0814 0527 0462 -008  L115"* 1171
(17411 [3241]  [3402]  [0.641]  [4.003]  [4537]  [1.109]  [2231]  [1.539] [-0.091]  [4618]  [4.703]
INDU ROA 1195 1.069 0941 1.185 0.997 0.863 0.986 0827  -1406 0908 0.769 0.644
(1429]  [1.212]  [1.089]  [1.447]1  [1135]  [1.004]  [1.231]  [0927] [-0.937] [1253]  [0.96] [0.82]
INDU_LVRG 0953  -0.949° -0987°  -0967  -1.062° -1104* -0926 -1.054* 3655%  -0899  -09%*  -10I*
[-1547) [-1659] [-1756] [-1.631] [-1912] [-2.027] [-1.605] [-19771 [2018] [-1619]1 [-1.855] [-1.948]
AWt AWM YES YES YES YES YES YES YES YES YES YES YES YES
AT YES YES YES YES YES YES YES YES YES YES YES YES
AxF I YES YES YES YES YES YES YES YES YES YES YES YES
FEA7) 9807 9807 9669 9839 9839 9701 9841 9841 9703 9841 9841 9703
B R 0412 0.416 0416 0411 0413 0413 0411 0414 0414 0413 0416 0.416
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Abstract

The Effect of the Interaction Between Financial
Constraints and Product Market Competition on
Idiosyncratic Volatility

Minyeon Han* Gunwoo Nam**, Jemoon Woo*** and Hyounggoo Kang****

Gaspar and Massa(2006) show that the lower market power a firm has, the
higher the idiosyncratic volatility, with two hypotheses, the natural hedge
hypothesis, and the information uncertainty hypothesis. However, they do not
consider ‘financial constraints’ in natural hedge hypothesis. Therefore, we show
some empirical evidence that we should consider financial constraints when we
test natural hedge hypotheses.

Our empirical results are summarized as follows. First, as Gaspar and
Massa(2006) show, also in Korea, the firm's market power are negatively
associated with the idiosyncratic volatility. Second, however, when we consider
the interaction effect of financial constraints on product market competition, this
negative relationship weakens. In other words, even though a firm has the
market power to transfer an exogenous shock to customers, it is hard to hedge
a shock when a firm has financial constraints. Thus, we should consider
‘financial constraints’ when we analyze the relationship between idiosyncratic

volatility and product market competition.

Key Words : Idiosyncratic Volatility, Product Market Competition, Financial
Constraints, Market Power, Natural Hedge Hypothesis.
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