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ABSTRACT

A Comparative Study of Financial Characteristics

in Excellent Firms and Non-Excellent firms.

Sang-hyun Jean
Advisor : Prof. Chun-Eui Lee, Ph.D.
Major in Business Information Education

Graduate School of Education, Chosun University

People try to live a better and happier life than now. For the purpose, they search for a way of
transferring a job or maximizing profits. In the process, many of them pursue high and new profits
from stocks or funds. Deposing money in a bank like in the past is no longer a good way to get
high profits. Many investors are interested in stocks for high profits based on some risks and try to
get their own know-how of stock investment. Some invested in the so-called ‘Don’t ask’ investment
based on information about US. stock markets or footless information. Such investment never brings
profits. In other words, random investment without considering future of companies, investment
efficiency and potentials does not help national, corporate or household economies.

The study thereby is intended to evaluate companies’ properties based on their financial
information with easy displays of their strengths recognized by their potential and financial status
related to their future growth.

Focused on the companies listed in the KOSPI market, their financial ratios were evaluated and
they are divided into two groups; excellent firms under 120% of average debt ratios for last 4 years

and non-excellent firms over the baseline. Also, the study selected the companies of which public



disclosure of financial materials are submitted to the Financial Supervisory Service for more than 4
years, those that are listed in the KOSPI market, the companies of which debt ratios decreased or
increased within 30% per year for the last 4 years, those of which equity capital increase rates
fluctuated within 40%, and those of which total assets decreased or increased within 30% for the
same period.

A T-test between the two groups showed if any significant difference exists in financial ratios. The
results are as follow.

In the hypothesis 1, there was a difference of increase of decrease of stock prices between the two
groups.

In the hypothesis 2, there was a difference of liquidity ratios between them.

In the hypothesis 3, there was no difference in equity capital increase rates between them.

In the hypothesis 4, there was no difference in the total net asset profit rates between them.

In the hypothesis 5, there was no difference in new profit increase rates between them.

In addition, the 4-year average statistical rates are like above. For a reference, it is indicated that a
research of companies’ potential by a 1-year cycle showed the similar result with the 4-year average
rates.

It is not that difficult to use a company’s financial statements. It means that using an autonomous
public disclosare system of a company helps evaluating the company in a simple way. Like the
above research result, there exists a difference between excellent and non-excellent firms. Therefore,
investment results can be ensured by knowing how to draw up corporate financial information and
evaluating firms with it rather than based on footless rumors or uncertain information. Here it
should be noticed that sudden increase of sales or capital of a company without a reason or a
sudden decrease of a debt ratio of a company brings up a suspicion of accounting fraud. Evaluation
of firms needs to see their transparency and potentials through their long-term financial information
rather than focusing on a short-term ratio.

It is important to be efficient in investing firms with knowing their transparency and potentials

and to avoid investment based on footless information.
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