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—5lF

b % 4T TR EEHLEI AR > 243 DL R B AL BRI OG 1 A i B A
F o MRS R ME - Horp > BUARIE NG BAE 3 M EEIRA > X FRAL
A 5 FN A E 2 WG B AR RIESNBIGHLIGE >4 T EE R (Miller,
2006; Dyck et al., 2008; Joe et al., 2009) o {EREN T > WEARRT LUE L5 I 48 21
NI 25000 S A BAE ) (Dyck et al., 2008 5 AN > 2007) o HJE » T HATN
ot ERRIE - R E R, KRR B 2 R BARTE IR B R A FRAE A& EA
] F 2L o R E > BAROSHES IR TATEWNU A > AT ECHLAG P A N e 26
PR AL BCE S AT N (ZEES AL 20 > 2010) o XS RAURFEWKIE ~ #4ilias
5538 B R L DL K AE B A AR i 25 1 R T (FH S > 2003 5 R > 2003 5 1BE
2003) > BEARTE K R o i B AT 7 2 A5 R BRSOV > BV RN T 5 1 O Bl e 2
2007 FFA > R G XBHEE Lo/ MM I K IE Bk - SR T A
0 A A S 1 094 5 3 DI R g B EE AN o T T R o A L K 1 I R 4 A T
TR A 3 JRE T e AN KR P B B RN (B 4T > 2008) o BT Al A i 2
T AAElE B EEI R RS BRUH - H R NURS 1R AT e i B 2 2 iRty
BUORRE S 7E X — I FE R —EERYE ? A SR X A B W8T R 1) -

}TéﬁﬁFang and Peress (2009) LAIEARAR 18 1) 40 % B0R AT B AR S IR R B I % > AR
SCFRRI - FER R P E AT > RS TER Z 1 O S 3% > il
KRN T34 RN > B BAR TR R BRI AE B R » X Rk R+
ARRZZTIRUL > ZRIAE A LA [ 7= UG DUARAETE o 1 B fa 2 TSR mT LA i 44
S B I BE T R o AR SCON IR TE BT o R HE AR R T 55 — A
VEAE o FE TR T EARRBER SR o SR b E R AT I B AT R E T R B TR R
T R AS T I B 52 35 O IG BRIHAE o A1 5 ASUK 2 TR R 5N S 1 Ak B
ORISR Hp > 2 W REAAR 200 7 .32 30 2 T FIBOR LA S 2 s SRS > O I 1 4 9 5%
R TEZSH o [\ > ARSCHIRUE T 2 TR 9™ & 0 I i S50 TE R > X
R T A 2 TR 2 A0 A BIS MBI 5T R -

AR SCES R N SCHRTRUET > 55 = EB AR A A R o SRR N BF R B 5 5K
WEM AT AEAS SO HAR 5y » /8B XA SOHAT R4 -

=~ XERE

HFX R RN MBI ZE > KAFEETSPERE G HE
W2 3 SCAIATL AR A R ol 28 A8 HE T 8 98 38 AR R DR o T 544 DU R A3 sk 5% g 46
PR B P 2 S HIB BAE H (Dyck et al., 2008) » PR AR () 07 T iR 1B BEAE A5 S 42
FEHY PR 25 IR F Ak N B IR EME B I FE 2 S 80 9 B U RN (Joe ef al,
2009) > P2 GE 5 2B AR IRGE (Joe et al., 2009) o BAKIEAE » fE—
FEFRRE FIHER T 8 R KR R A5 B R FARI A FTRE o 32 1Y 32 B SRR OC 1 BRI i 35
IV BLEER > A B T % E A5 (Miller, 2006; Dyck et al., 2008; Joe et al.,
2009) © FEBR b > TS M 28 3N P 2 S0 LA FRAE A 04 J R AE T 14K % T R X!
JREZEAN A = A BN o AR SCTE R Z AR L B LA T
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R A EAR A BN - Fang and Peress (2009) RIS AR & E g A R L
WA AR PR A A A G TE S B T A (R4 o TR D T 5 26 2 ] IO ok i T )t v e
& THRBEFRERGIGEETE > BRI T T35 MG B o 1A R i ¢
TERE ~ REHUP R LA B s A i ) 52 455 XU B R B9 A 7] - K AR A5 T8 v ) 0 B
R E WA (no-media premium) ° R > 72 HAB R ZEARBRE LT > ASx
GRS > IR R AR B R A A R AT 2 TR SRR AR A — N AR A T
B4 o (A2 > BASTERZ A — BB EE - IR 42X EE2EMEAE
B&E . SECESrBAULE - mH > BEAOCER T BAGEIER > IR ER
ZWTiG > BUATEE R T BIVER] © Chen et al.(2009) FIBFFREM > X Eriz
A9 AR IR A R 2 B3 S K EM W 2 > 21 - AR IE W BRI ER T R e
o) = A T AR SR I 2RO SO BE SN+ DT 302 R B R B B DR AN o DA R AF
KRR > BAOEARE 5 18 A L B 8 35 B > 1 i BUTE Inam ZLAY SR o 1
AT TS AN 118 52 Wi DU BB ke T 80 98 7 1) 38 5 R ALE LA B B B8 8 M AR Y K TE © Meerton
(1987) R AL FEEAX 2 W SABA TR TE R B » Lee (1992)L) K Barber and Odean (2008)
IWHTESRZE WG T » HRETNAEEENETRR ;s B REENTEE AR
> FESZZSBRGIT > B SR ARME S 28 P oG I B S DCRB SR N B 1R AT 5%
IS o [RIIG > W | 450 % 3 50 i T2 2 5 SUAE T8 o I AR B D' B8 v 2 W Y ] L B2
(Merton, 1987) ° Barber and Odean (2008) & i [ 78 o J3 43¢ s 1 HRE S A e s /N AR 78
FGEEN o AT WL > BRSO TESEPR FIE A R E AT N > i T AR 1T
R NI BRI I AR AR > R AR BRI -

R T HARRIBER B BEAZ o IRENT (2007) A A976E BRELBELEAT T S
[ > A BEAAR A ) 6 B A € 1 S AR AR 2 I R I 7 AR > EEAAAELA R =
Pl B AR R EOA R O ~ BUNE 0% BEOFA A RlE © H
W BEASGTERAEA RS (KRN R E R (RN 5 - g o B
KR A R HEH (LN A2 B A ARIE G o 22D 21 (2010) 7Y 5%
VERFF I S T AR AE 58 35 o (1A mIVA BR/KF- ~ PRI AR 5 I ARE R > At
VTR SH R A A 670 T R R i B > BT R B AT D AR L B 2 o
R PRI ~ Rl Ty 2 A B G T 1 5 2 o Aol eI T R AT O 7 AR AR T
T H 2 "G AR A 2l 5 | AT B LA A A Ji R 2w ARG AT RE A » T i 35 4
i B A RIBOEE AT 9 AR SRR SEBEAY © F 55 (2010) RIBFR LR W] » BEARAE AL
O3B R RS AR R B AR AR o (0 o BN AR (2008) 3 I TR 7
2003 4 2 Ji5 B SR I 38 5 F0 IR 48 JROF 1) 3B R 4 BT > R BRIBEAAR O 3 A 7 31 0 ) K Il AR
A2 AT NAVE R - BIAE o ] E AT T3 454 T AR E A BB AR 4 Y A # R B
F o 8K > BRI FA BRAE A AR AR 5 58 N KA A A A BB AR B K E (Dyck et al.,
2008 5 ZEEIIFIE ZIE > 2010)

H 1990 4F 12 A B uE 2538 5 Fr o & » “ B i i & S B - Rl g )iy
B fEs » R — M R T (TG - 2002) « REMDALRES VHEEA
T 5E B E MK MHABRE IR TN - FR T HRTEE BRI E N
& ISR AN ShATL (B REAE RN BRIBE - 2005) o BEARVE N BEA T PoaRs i B b4 > 2
R¥ETIHREER > BRERMETHEAGCR ? 2MEEENREENREENRE
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H A SR X BN A TR o AR 2, > WOk SRR 2 BORER —
TERFE T A ZFERIE T » A ATSEAARSCAT AT

= HRR\IR

B AR T E R AT R T — IR > R R E R
T A AE R s B RS BRI IR MEF o Bk B B8 AR B A B & el TR
HRW ARG R E - IR T AT S G BXE (285 DRk 2204 > 2010) ©
Fang and Peress (2009) & IR 1 T 3t 2l M BR ) (liquidity constraint) F1% %3 < VE (investor
cognition) » M2 XMRIEMASC T BE Y 24 ) AT XU AME - JETIAE R K ARTHE = 19 A
JEHR o Tedlock (2007) WFFT AL > BEAAIC I 20 28 A A i S A b oty » bk f ik
FHMAEMIE 18] 5385 H 2IBHCE REEILE © Shiller (2000) AN BEAK B /E H
AN ) B B A 0 TR A DRI > AR S R R AR e B Ik
SN AE BB RN 5 N T X ARG B ERE S > o E MR TR KR
BAREHEEEENELGEHITRS » XS BOE BN » JRBI R [
AR B TR RS EE © Cook et al.(2006) KILAML TP O Bf 1 LA 48 A
99% J& 1E TR » 1 ELR AR Rl R PR 00 38 4] - T T 3 AR 4l K 2 B e 1 1T
NGB ZARE T S RN E > ARG AR S 2 A I (Liu et al., 2008) o Wk
SEUL > AR E AR B 2R —E N AR AR AL > 5 AR T ASIR] A A B B R R
MR > W25 R HE—2B0 RO o 4RACHTFIFREE (2009) LA H EIE 23 H 19 52 141
M BRGIE” BREHEAT AT R IR > 1 BRI 1 AR H G 1 R0 4 1R A 2 Y
B > TR H G058 2 3 s A3 5 H A R NI » R T HARFERGS 4 T 1E
T T4 B FONL 5 5 g B E R Ui S e B > JR I I (R ml ek B T3 AR T 47 R
HIHUT o

BTl E S S mtE (heterogencous belief) HIFZM - $EGEE A AR AR 2
FERYSeB W > BRI E B AR B ER I T 3 WAy B iR (Hong and Stein,
2007) o WA TA5 RS 7148 5 ER o 228 EWRIW TS5 1Tt
KA R (Fang and Peress, 2009) > 28 ARG U 1 15 B v] B8 S5 B B A A AE T
2% SEAEE = WL o Scheinkman and Xiong (2003) BRI Y > R E XM B
MR 2 SRR O AAE) EFEmS - K= KRR AR & B SBUREN AR
T EIIBUNME (BHLER) BT - ERERER S5 - JU SRR E MR T50
DA BREWIZERAE T - KIS IERE BT et 515 B ARRAAEEm2E - K
I R R R PR I R L AR > TR U AR LR -

FE b EEHARMENAREEE > WEABMA TSR T > B E R
B I B0 5 B 2 2 B AH B PR D » A5 BB — T T R ok A5 B R A 4k > B4
Ao 53— T BGR 5 SRR E T - BUEAR B2 o 4 AR A X5 B AT 140
TSR FRAEATEAL > X TR — R L EEE TS R S E i PA K&
TRCRATHE - RS2 5 0 B M A B AR T35 I SEAT H (Rose, 1951) ©
TN 434 Ui G SRR A RV VA A o B E o AR AT B AR > AR 4 sE et — 20 i R
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WORTESECE AR T SN > AR BARR T3 WU o Sax PR G TS TER B
V)7 AR T AR i ) 28OS Bk BE SR > T 5 350 W) B IR 4 £ 1% 2 AN (Chen et all,
2009) ° i H. » 1R Z kil DA RO R B T A DL R st Ed 5 B w
KIEAR B3 4 HE A > AR SR T BEE G > AAITARTS S S i i g -
WARTG E G BRI TS R E RS P R A RS
TR HARIGES T 58 R AR 2 FAEHRM T~ A~ ~ Eilg e - Ik
F5 I H S I XA FE ZUE S5 > AN SEMRIE 2538 25 A& AR IS N JRE A4 -tk
SRR > R R AR o] BEAE B R P ) A AR SR AR 48O - 1 U SR B T
R o

T > RV R A T2 B R SRS B T RS B AR ANE
FESIHLET > T 52 TR 5 B8 3 T 3 250 0 S N R 58 38 72 A TSR B JO N o ©
HE AT R R B4 20 4RI ] > B TS i BE A SE R R 5848 > AR I AT
NIEERR RPN E 551S » mibgSpL i e > 8% & Wim 75 AE - HaL
WP LB BN T NARES o I EIE ik WU AEEA R 585 BREE T E R
R SHLHI R S T A RCROVER > ROl T ST 5 005 BARRYE: - B K T H/h
PG s AL M) (FHH5 > 2003 5 FER > 2003 5 18EL > 2003) » “2RME” - “B X
P75 — Sl b /AR e A AR Kt 2 R AR T R A P O R T R R R O R
FEE NI B (B 4278 > 2008) o BT b T/ 5 A 5% T RN 4 GE 25 5 38 B AT LA )
THIEZ ALY B0 7= A AR A TS LN > 1 B SR EL AT RN o 6T BRI DA AR
O 04 23 W) T 4 S R R N T TERIARAR > S IREE A T A R B 5 T 4 R U
TR T R N NSREL > K5 SECEEN TSR o

K2 > MIGBRA BRI > BEAOCTE 2R IE EARXIIRREEE > S BURARAY ik
it o MM TS SRR RE - HE B F 0 AR S AR o] BB SR AR R 116 O - B
BRSO 5 S BRI S O BRI » A SCfRiE -

Rig1: FHRXERZSHERNTIARA

BT AR ~ S v Ak e 9% 7 A0 ¥ )3 ) 2 BOR A AWy — BB {9 i -
IX P 5 BUOR AR 105t SR AR B0 Bt 545 5L > AT DA 5224 35 S 155 90480 58
AR SR > MR 5 5 55 A R0 - AR BCAN BRI 4 (Waces, 2003; Ahmed et al.,
2002) ° 1M H. > Ffr 2 1+ BUR REAE 0] # 95 2 42 4 K s 4945 5 T 50 9% 50 H kAT
VA (Wates, 2003) - K EEAS U0 & 212 R AT BE k45 % NPV N TR S H (LaFond
and Roychowdhury, 2008) » AT FEARER <5 Uit i A S 4 ARy 23 B 72 48 B2 5 IROR
Z A A AR R o BR e 2 VBRSO AT A3 JoE e AT 35 TR 282 4% 8 B - AT
AL 22 (Chen et al., 2007) » AT DAREARA BEH HIRERE - 45 v B8 U A B Y K
%(Venugopalan, 2004) « Rt > RGBS THAAARBEEZER A FNE > HER
TR 2 THBLAR P RAAT 2 RN (B A 30 3 R AR g v AR L - AT A R 4 A R R 2 J A
{H o
S PIaN 201 1 AR R E T LA £y 82 T SEAT o
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Miller (1977) VORISR TR R AL 2 A GBI R & RTS8 »
2 B EEAN A s SR BN SR A (L1 DL © Diether et al.(2002) t AN IRMLA) 75 2R
SRR SBURESSAN - T H > U S R AT R o i A5 R
B R o AR 2 1E RGN 2 S BOE A SN S > J0 R 3228 32 31 BR ) i
(Diether ef al., 2002) o Gl A2 THE e ME R {3 T — Rl Sy R A s ik i 28 R
Fafe AR AR N T SRR > BRI TR AEH T (Dierker, 2006) o 1 E AT
Ve 2010 42 LART R A S MU » ARZ5 55 B0 AR I SRl Al O 1 O o b 8 %%
HRTT S G5 A BRI R 5236 > A 1 B AR B 5 DA R IE H ) AR OG TR BN R 2 A
e )= A AR A B LN > B0 R L E N (Chen et al., 2009 5 H
H > 2003 5 FER > 2003) o B2 THEBOR BT X “IE RTINS It > @l T4k
MEAEES > WA WA ME - il AR E s ZU R RN - 5 2 > Fafdi 2t
BUORARATHOA T HEE” - 2 G W LT BARA UM AN AR (Dierker,
2006) ° Fai fel S A7 TEAS im0 A v 08 7 A0 G R 1 JE 4 7 DR R A Tl 2 1
IR R o PRI > A%

Rig2 : RELITBEREG I HIEEES BT BIRA

BEARTEAR SE I O A TR~ BADACE B R TR BLAR o 1E4F B
WFRHTG - BEAROR TR E B2 )38 2 Al ) 1 R AT DA R R B L A% - R
R 7K B8 A T R 2 1 A Ml B 7S 5 32 BN EAR R DR TE o R T AR B AL K
i > AR 5 i JRFEAS T RERE 1933 38 v e AR R B B3 SR (B0 > 2008) < il
ZEHEBE ML R RS > B EL SEMSEN 2HEE > THE 21
BARMR R BE o B9 5 B AR LAY s A SALE BT AL > i b 4598 2 45 4 1
e B M BN IRAE > FE R A KFBORFUN A ARKF— 2 0L T > B2
PRRAEAE A 2 1 W S AU T 37 RN

B AN KPR B R U B AR IR > R SCTE 2N SR & AR S T 5 R 1]
(9 TEAR S 5 i 2 K P B 22 B0 R WU BLAR R DS > AR O etk — 2 AT i T
Y BREZN TSR o B 2 R TRATHIN T HWIER T FEAS
g g MG AR > 2 SEULE SRR LN BRI BUHBEE T % (Dierker,
2006) > REAS AR AL AR 3ok 22 5C T 3 AR i 370 00 AR T 0 AR 9 0 B8 S R > B R A 73
JA AR N IE I AR S 3 LA T 3 SN o T TE R RE ) B 28 B R U B A D B
WHOT - FEfEAY 2 THBOR IR HulE 22 THEUR R A B2 B ARk K 23 18] ((Ohlson,
2009; Easton, 2009) » 2 FEARAR BUA & A N TR AR OB 200 o Lt > A0k

B

Ri%3 : REBSITBERESH — S HEAN RTUAR RN XE BRI TIZH
BRUR AL °

7 AR AR AR A A AE SR R B o BRI Al B A o
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CAR = B, + B,MEDIA + B,CONSERV x MEDIA + B,MEDIA x AROE
+ B,CONSERV x MEDIA * AROE + B;CONSERV x AROE

+ BsCONSERV + B,AROE + ¥ B,CONTROLS + & (1)

CAR AR YL # H Al fg RFEWHRE O N85 B2 iHBEH s - B4
NE G HAE N WEME > TIARE BN AFEENBRAE WL - SMEDIAN
BEARGIEAR & > CONSERV N2 it @ Eda b5 » AROE WAL 2 A 6e 1 ny 284k -
CONSERV X MEDIA F/nFa {2 THECR T AN 520 - MEDIA X AROE /R A
[ Z R KR B BEARZLN, » CONSERV X MEDIA X AROE F/RTEARR AR T FL
fa 2 1 BUR SRS B > CONTROLS N HAbS il A8 & o MR » A CHi
W) B>0 0 RUBAASTE L EFEBMIM TSN (2) B,<0» BRERMES
THIE N BB 7 — 2 B BE B v 4 6 T A O T 7 AR ISR BUR N 5 (3) B,<0 > FRPH
Fefa 2 T U e A 33k — 25 38 I A 3 1 8 AR 7K D T I s B ) T 4 P i BN o

(Z)ZEEENX

B AR AR S N AR [RIESFIRI B 1 N N385 H R S T AIC RS CAR » o > CAR30
NAEHRBE % H AT % 30 385 H I 2 AU E: - CARIONHEIE & 1015 H »
CARS NG 5SMEZ H » CARINHIG 43NS H » CARI NHTfG & 171385 H -
HA AL 25 (AR) B 58 ] Fama-French (1993) = A TR {5 o A SCH Jofdi &
RPEE HEIH 130135 H 2B AT HAET31/1 385 H 3100 K H B0 Ak TR
TR ARG VMR AR PR R TS AN R O AR B AT AR

AR, =1y — ﬁ\MKTrmt - ﬁSMB,iSMBr - ﬁHML,iHMLt (2)

AR, JERE AR T B AR P ER H B e R BA RS > 7, S8 TR R AE A T &
AR H AR KN T XU R B AN ,éMKT N BSMB,,» N ﬂAHML,-IEé*E*FE Fama-French 15 B4l

S GXJRIEN ¢ (1) BEAAR S B AT — 8 RIS > AR RAAR BEAE LGS o KA i I B A
PREYSZIN > Rl DUAR Ly < 2 1352 3 BB TR S B I R 2 - F HRIH 35 A B A 5 B DR 1Y
RBHCR o B > Beg i DU 58 > Bl ag" 7R R AT KA S AL > fEAR 4
FRTE S — /ol 6] B o T A8 O 77 2 A R RS o TS 8 T G AIHLAR IR K 58 T
TR ZET > TN AR R SR LN o 2 R BURIR N BRAY RO o £85I i) ) i 2 1 7
SBEARBL L AR ID ARt ode i AU as > PRI SCR ) T R385 HAR 9 — WA (E > GXFERER
TR ST A ARG R O I LA A B B R B> AR B RIER » ) S e R AT S 2
THE BRI o VR BF 000 o 1 A 17 DLTE T X 46 R 3R At 1 A A B P B AT 0
RSB ST B AR A TR 5 20 1T B A B I I R B AR T L T Vega (2006) © (3) % T2
RPLEERIREM > 5 T 2735 R S A B T7 15 AT H 97318 22 5 RO (Lee, 1992) o BRIEARSC
RN 225 AR N B TR B S e P2 — NE S AT -
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TR T 87 - SMB RT3 - /INBEEE R K BRI A > HML 2 & W i (8, i (B b
R BRI T AN (B, T (B RS R A o Ry Tk SBT3 22 1 )
AR SCHR A T AR Y 20 R O 48 ORI AR T R > BN REAILRE (4R) %
FAN Y H s S A R 5 8 B0l A % o O T D SR E R R > AR SO 2
THEBA AR B BT 19% FEASEDT T BWTALE (winsorize) °

N T AR R OC T 5 A T S SR ZR R AR SCHL B TR R IR O AT
Koo T E BT Zu A HE > R REBRE R L5 I
F2R(TURNOVER) NI AR 7 & 5 i@ B (0 Lu 9] o ¢ R [R] 28 ) s 5 3 3l 2 DA
B SRR E AR B AR RR E S - BFONASCR Al R 8 F2 (ABNTURN) KAl &2 154K
KX G I > SR AT R (ABNTURN) N B AEWFF T O W] f-F- 246
FRBRLAZ ISR Bk 8% H AT 130 REIHT 31 RAY-FEHFR (PREMTURN) » °i8
WAF DU > S T 2 K VR A E I 9T I T A7 0 B L 1 O R R e R
ABNTURN30 NP # H AT G 45 301285 H WA R 3% F2 > ABNTURNIO0
ABNTURNS ~ ABNTURN3 Fl ABNTURN1 535\ N AE MR &% H 5 & 10 M85 H ~ 54
2o H 3N S HR1AN S S H I S 3 F % o

KT AR (MEDIA) » ARSCEEE T 7 AR AR N AR R > 23 B P EE
FAR) ~ GEF HIRD) ~ GEFHIHR) ~ CREZLER) ~ CLFMER) ~ CELEIEHRR)
A1 AL A THRIE) - W T Rk 7 (3 4R TR AR 2 B AE A ST 5% 3 18] (AR 4 A A5 i
G #3028 5 B ) BI4RGE - Bl ok 8 <P E S AR AR A SRR e ) o 18R XX 7 0y
AR N 25 00 5 R L 99% o {1 A 1 XHREAS 28 R A Bk K FT AR EA TR R o 10
z’-‘i%)ﬂf“ang and Peress (2009) BRI > DAIGAAR FR I 1) 00 0T B0 Oy AR S v 3 1Y)
BRE > DA IRREA A RS H 2 H RTR 7 4 4R 2R 003 R 1 o B R
ARNFIZA S B AR ERREE (MEDIA) o RIS R 3 (e 1 A H 1 A 446 3 B i
AR SCTERR MG o N T 8D SR ERIN > BRAT BRI 8 BT 1% HEAT
T M A

KFRMESTTER (CONSERV) Wi » AR Ahmend and Duellaman
(2007) ~ Xia and Zhu (2009) T 8 1N THI R RS @M AR o R T2 S BRI N
T RO IUAE R > 0 55 ik i A BR (@ P2 2 185 (Givoly and Hayn > 2000; Ahmend
and Duellaman, 2007; Qiang, 2007; Zhang, 2008) o ' H1 T2 7+ BT A TE S 9 B
G5 FTAAR SCR ] =409 B3+ A9 (Ahmend and Duellaman, 2007; Xia and Zhu,

) ﬁgg?&?&ﬁEIﬁﬁ-noﬁﬂ-soiﬁﬁ¥ﬁﬂﬁ%5$%ﬁTi&*%}ttﬁﬁﬁﬁ%‘]l‘m’i%ﬂﬁ%ﬁl‘mﬁ%%%
HEF o

10 AR ST Il A A A N RGBT BERIRA - 58— P MR Bk B R
L o T O AR R AL - T 0 X e EURAN G R 5 58 BORAGEIIGE
AL - AT S 5 BE SR IECE o B Z ek

T B N T R R I T A PR RS A S AR TR AR AR > R AU TR
T AR AT A (AR ERUEYE) > B ELHE T WA ST 2 AL 45 JE Sk PR TE o SCRR PSR TR
Z [ Basu MBI H C-Score # HJE AR LTy HIEAT A9 THiE o 8K o X FhEE T B3R o
(T VEA R AR AETE —E IR 2E > LA S RN 9 7= (S HEAT I R B o (FUR - 2T
(ELFIEA U T4 S8 2278 PR T IR AR A A — E R DA AREL TR (AR R E) o R aX it
RTEZ RIRE FIR R R DX FRHE L fir i B S E A XEJE o RUL > ARSCRA T 2T
ST R SR AR - SR AT AT, TR (E LL (M/B) ELAR LK CScore HHEAT T HURIEN
o MR AR AR TR IR
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2009) ° 2N I 1= (G R — LB S S ETRE) MR BRI 1=34F
ZAFRTIL o B TRZ A AR KA IELEHIE » GoRlEZ 8 L%t
A AR IR B > DI > AR SCHLR A R 20 % VR 25 A8 R TR TS E o LTI
2= (AW W Z T A — 2B Sh I &) R R %™ > BAF R 2=3 4F
BAFNTI2 o N TR » A SCOK =4 BRI LA -1 » CONSERV R fafi
FERE o X —BEM K (CONSERVI ~ CONSERV?2) > W& RS faF2 B #/% (Ahmend and
Duellaman, 2007; Xia and Zhu, 2009) © N T @0 S W E R0 > FATFfdrEA & b
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e HARE HE HEE 25% 50% 75%
CAR30 74,559 0.092 0.231  -0.044 0.053 0.203
CARI0 26,191 0.051 0.135  -0.031 0.026 0.117
CARS 13,767 0.034 0.101  -0.028 0.016 0.081
CAR3 8,771 0.024 0.084  -0.027 0.010 0.063
CARI 3,768 0.005 0.059  -0.029  -0.000 0.035
ABNTURN30 74,559 2.051 1.660 1.066 1.644 2.497
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MEDIA 74,559 0.176 0.545 0 0 0
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CONSERV2 74,559 0.053 0.381  -0.068 0.024 0.121
LIQUID 74,559 0.466 0.159 0.368 0.461 0.573
AGE 74,559 7.503 3.331 5.000 8.000  10.000
LEV 74,559 0.516 0.300 0.377 0.518 0.629
SIZE 74,559  21.654 1.040  20.937  21.599  22.250
AROE 74,559 0.010 0.175  -0.018 0.003 0.024
14 74,559  41.710 15405  29.080  41.860  53.350
STATE 74,559 0.738 0.440 0 1 1
oP 74,559 0.045 0.207 0 0 0
BIG4 74,559 0.092 0.289 0 0 0
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*®2 IR AR
ABNTURN30 ABNTURNIO ABNTURN5 ABNTURN3 ABNTURNI
Pearson 0.0241* 0.0346* 0.0257* 0.0137 -0.0196
Spearman 0.0129** 0.0108* 0.0012 -0.0069 0.0305
MEDIA
CAR30 CAR10 CAR5 CAR3 CARI
Pearson 0.0483™* 0.0788** 0.0996*** 0.0988*** 0.0574**
Spearman 0.0435%* 0.0677* 0.0703** 0.0589** 0.0203
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(6.04) (5.07) (3.61) (2.76) (-0.36)
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BERORTE ~ Rl TR 5T SR

*6 BEASGTE ~ R 2 THECR S T3 RS —AN[R] B M 22 A1

AROE >0 AROE <0
T8 CONSERVI CONSERV2 CONSERVI CONSERV2
MEDIA 0.039*** 0.038*** -0.012%** -0.012%**
(15.00) (14.89) (-4.11) (-4.15)
CONSERYV x MEDIA -0.002* -0.001 -0.036*** -0.033**
(-1.70) (-0.25) (-9.41) (-9.09)
MEDIA x AROE 0.008 0.025 -0.084** -0.096**
(0.35) (1.28) (-3.94) (-4.61)
CONSERYV x MEDIA x AROE -0.303** -0.459* 0.076** 0.136***
(-5.99) (-6.93) (2.03) (3.50)
CONSERV x AROE -0.218*** -0.189*** 0.291%** 0.332%**
(-7.69) (-5.50) (10.02) (9.14)
CONSERV -0.019** -0.019** 0.060*** 0.055**
(-6.82) (-6.62) (8.27) (7.62)
AROE 0.141%* 0.131%** -0.191%** -0.196**
(11.81) (10.18) (-15.29) (-15.54)
ABNTURN 0.025** 0.025%** 0.028"** 0.028***
(30.36) (30.17) (32.96) (32.91)
SIZE 0.014*** 0.015** 0.008*** 0.009***
(10.16) (11.20) (5.74) (6.42)
LEV 0.042%* 0.026*** 0.005 -0.004
(7.17) (4.82) (1.33) (-1.18)
AGE 0.005*** 0.005*** 0.007*** 0.007***
(13.15) (13.63) (17.51) (17.37)
4 -0.000*** -0.000** -0.000 -0.000
(-2.71) (-2.81) (-0.01) (-0.24)
STATE -0.026** -0.026** -0.012%** -0.010***
(-9.21) (-9.45) (-3.67) (-3.25)
or 0.047*** 0.038** 0.015* 0.014**
(6.69) (5.37) (2.32) (2.14)
BIG4 -0.042%+* -0.044*** -0.088*** -0.090***
(-11.06) (-11.66) (-21.13) (-21.80)
INDS eyl ey L] 5
Obs. 42,325 42,325 32,234 32,234
R? 0.098 0.098 0.101 0.101

T BRA R CAR30 N FARIER BG4 3010385 H 1 BAHBAIL S 5 MEDIA NI
FREEEFEFR 5 CONSERVIFI CONSERV2 NET BTN HR AN Te % 3 AROE N9t
P AR R IARA s ABNTURN30 WAFRANEE H TG % 30 N8 5 H I A H A FR s AGE N
AR 5 LEV R AU0R 5 SIZE NG AIRNEL s v e s il NS HIELLL 5
STATE NS HINE M - 1 3R B B > &M 0 s oP WA R s BIG4 )&
AVER N HA TG 5 INDS AT\ WEAS 5 > SR FIE R AT 4r ehn e - SR & ml > 114

WEAS 1 FRAE 12 MTAL o 455 50y White-e i 1t - FIE T Sy 28 5 *
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(M) FEBSHERNREEMNSRESITBER

ToX T ARRIBAAEL CREER) » RAFMBEHAES 30355 H
10T AR ONE DA SRS BOR HEAT T 3E— A5 o VRT251 N B FIASfLAROE K F 019 45
R JG 25 NEBFIEMAROE /INT 0 BILE R » I43 IR FI W PR (M R AR EA TAR 5 o

XNFAROE>0 » BUAFIH B WAk o > 7778 3F 5 B3 0 i AR 3N > MEDIA
(2 B0 = B 3 O IE » BRI B2 R N IE (Naive BB B — I B AR N Y
B PHA ) 0 Al i) B4R ARG - T3 RN R s R o T R Ak S U T DA R AR
XA B R > R AECONSERV x MEDIAW R N> 52 Fi—3 -
CONSERYV x MEDIA x AROE /) Z 5 AR .35 N > BEWRAG T3 T REX BRI T4l
B RIRE T BB R R BE o AEAR a2 TR AT DA — 25 B T AR B 2 00 1 3K
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2 B AR AR 5% T TR 28 AR B RO SR

X T HA ARV > AR OC T R RE A 4R @ T S B A I 4% - TR N ax KA H AT g
FEAEE RVEMEERBARE AT N > NN —F WA 35w Hal » s A4 FE &
RNIEMIEN > NI MEDIAR ZBURZE NIE o 1 1A fa 5 K [H 58 6% K 4 R R R
MUEIAE R » RIMAESE XAE R CONSERV x MEDIA W) R KU 35 N o 15 2 7Y
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BERORTE ~ Rl TR 5T SR

®7 B SGHE ~ Refd T BOR S T ON — AR &5 1 D

BRATE SHRAE
TE CONSERVI CONSERV2 CONSERVI CONSERV2
MEDIA 0.018%** 0.018** 0.056** 0.049*
(9.80) (9.79) (2.97) (2.68)
CONSERYV x MEDIA -0.004* -0.002 -0.173** -0.114*
(-1.79) (-1.22) (-2.25) (-1.74)
MEDIA x AROE 0.090%** 0.097** 0.043 0.017
(4.37) (5.03) (1.09) (0.44)
CONSERV x MEDIA x AROE -0.304*** -0.423** -0.111 0.049
(-6.81) (-7.12) (-0.82) (0.39)
CONSERV x AROE -0.084*** -0.089*** 0.193* 0.114*
(-4.49) (-3.49) (3.44) (1.74)
CONSERV -0.017+** -0.017*** 0.239*** 0.214%
(-7.21) (-7.27) (7.70) (7.40)
AROE 0.115% 0.109*** -0.039** -0.029*
(11.37) (10.22) (-2.51) (-1.80)
ABNTURN 0.026™** 0.026** 0.031** 0.032%**
(42.52) (42.54) (11.97) (12.13)
SIZE 0.016*** 0.016%* -0.01 1% -0.010%*
(16.35) (16.20) (-2.76) (-2.52)
LEV 0.006* 0.007* -0.048** -0.054%
(1.91) (2.57) (-5.25) (-5.63)
AGE 0.006*** 0.006*** -0.003** -0.003**
(23.25) (23.71) (-2.15) (-2.30)
14 -0.000 -0.000 -0.002%* -0.002%*
(-1.44) (-1.34) (-8.91) (-8.88)
STATE -0.028*** -0.028** 0.070% 0.069**
(-12.92) (-13.05) (7.43) (7.32)
oP 0.034*** 0.031%** -0.037** -0.034**
(5.86) (5.27) (-4.23) (-3.96)
BIG4 -0.074** -0.074% 0.074* 0.071%
(-26.49) (-26.50) (4.81) (4.59)
INDS AL 7l ALl £l
Obs. 69359 69359 5200 5200
R? 0.093 0.093 0.128 0.127
T WA E N CAR30F I ER A G 25 30 N385 B 1Y B BARES 5 MEDIA NIEASR

FREEFEFR 5 CONSERVIFI CONSERV2 NET BTN THR AN TEFR 3 AROE N3t
FE AR R A A 5 ABNTURN30 NAFAR3E 8 H BTG 45 30 N385 H I S8 F5% 5 AGE N
LR 5 LEV R UG 5 SIZE N K H IR s v B S i NS HIA B
STATE NI HINIETE > 1 3 EAA 48l > B0 s oP WA W 5 BIG4 2
TR N HAT I 5 INDS AT MEAS & > RV 27 2bitf - SIBR G > 114
WEAS B R AE 12 /M7 o 55 5 N White-t T E > T M ; * oo o Rk
ZRFE0.10 ~ 0.05 LA K% 0.01 7K | 3 -



KA PRI WhSr N

*8 BRI ~ Fefa 2 TR 5 T3 O — AR [R] 7 AU Ji

STATE=1 STATE=0
T8 CONSERVI CONSERV2 CONSERVI CONSERV2
MEDIA 0.023*** 0.023*** 0.019*** 0.022%**
(11.49) (11.52) (5.04) (5.68)
CONSERYV x MEDIA -0.007** -0.007*** -0.081* -0.109*
(-3.55) (-3.57) (-5.05) (-6.56)
MEDIA x AROE 0.103*** 0.100*** -0.012 -0.033*
(5.22) (5.26) (-0.71) (-1.82)
CONSERV x MEDIA x AROE -0.112%* -0.098** -0.054 0.087
(-2.67) (-2.34) (-1.27) (1.15)
CONSERV x AROE -0.185%* -0.143%** 0.130™** 0.189***
(-6.75) (-4.27) (6.17) (7.16)
CONSERV -0.009*** -0.011** 0.066*** 0.061***
(-3.64) (-4.34) (7.806) (7.15)
DROE 0.023** 0.007 -0.010 -0.017
(2.10) (0.60) (-0.93) (-1.54)
ABNTURN 0.025** 0.025** 0.026*** 0.026***
(37.35) (37.24) (22.03) (22.04)
SIZE -0.001 0.000 0.039** 0.040***
(-0.70) (0.08) (18.72) (19.30)
LEV 0.080*** 0.073*** 0.002 0.004
(13.61) (12.55) (0.58) (1.20)
AGE 0.004*** 0.004*** 0.012%** 0.011***
(13.56) (13.56) (21.72) (21.66)
V -0.000*** -0.000*** 0.001*** 0.001***
(-3.42) (-3.54) (8.42) (8.26)
or 0.062*** 0.057*** 0.033*** 0.037***
(10.92) (10.06) (4.57) (5.24)
BIG4 -0.036** -0.037** -0.125% -0.125%*
(-11.50) (-12.01) (-17.22) (-17.20)
INDS i S il F
Obs. 55021 55021 19538 19538
R? 0.085 0.084 0.146 0.147

H o BRSNS B ON CAR3 0P HE H AT G 430 138 5 H ) Bt AR ES s MEDIA NIEARR
EFEEEFEHR 5 CONSERVIFI CONSERV2 NFETF BTN A M T8 4% 3 AROE Nt
PR R R 5 ABNTURN3O NFARA% 5% H 15 45 30 M38 %) H I S 30 F% 5 AGE N
LR 5 LEVRE RS 0GR 5 SIZE R K H AR s v B & NS HIA LB
STATE NimZH M NIBE » 1 Fm EA 28l > w0 s oP NHIHEW 5 BIG4 2
VIR N HA TG 5 INDS AT\ WEAS 5 > SR FIE R AT\ 4r Sehn e - SR &ml > 114
WEAS B R AE 12 M7k o 55 H N White-t BT E » R T B LN ; * > o o RI%K
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BEPRORTE ~ Rl VBRSSO R

(H) FEFRER TRV EER N SREEER

AT BB F - A Ak H2  BA SRS = (Xia and Zhu, 2009) >
M E ARV - U B L S e B EEE BT A RIMERE B
T2 FIAERIR AR EAFAE 22 5 (BRIB AR FIR A > 2009) » BGE ANl AT BE B 5 23 0o it
Wis e 30— R g o Itk > ReXNEAR EHARMIEEA LA lEsT T
Ko o B2 N EAFEA L5 IR - JG 280 N RGEFEARRI SR > 5 5IR F W A (g i
TEAR AT T ALY -

X T EA SN BT AR S > BRSSO U — S R m T A i o R
N MEDIA W) Z B B .35 N IE » 1] CONSERV x MEDIA W R BURE N7 > KA
fe JEUU) AT LAFEAR X B8 K ALRE © T CONSERV x MEDIA x AROE W) Z B A IH 2. 2 h
B> 10 B RS (S U] AT DA 3 — 25 R AT A O T A 8 A% R BOR RINYL

NTFIREA EHTARIE » 8 REACE R R EIHY > MEDIA W.35 N 1E
LT — 35 o R g R UK IH BefS & 15 FEARARALIVE R » CONSERV x MEDIA W R %L
R N o T CONSERV x MEDIA x AROE I RBCR B3 > wAEE A il A fa 2 it
BRI R I FE AN 4. -

H - BAEA Bl AR FAEEA b A w4 E B BUABURE AR > RIR
PEHAIR] > W] BEIE BAS A AR iE i 5 8ALE G AT T RAL A ARG 5t 4 - {2
BRI S > BRSO A5 BAER > Mg e AT LR R AL T

(R)REME

B T AL R SR TE AT RE R T AR E IR S > WAL ~ ATl <
TE B M 73 BO A () > DR B BREAA G T R T A Ml B FE B AR AIE - DX BEAFAIEAE —
FEJE F3E T o A W RN > BRI AR AE N AR o T PN AR PEAEAR 2 WF 5 Th
AAAE > FRIT2A RS0 T A A 8 e it 3 R TR AR & ~ AR B A A S BB ST T
T ol TR FAIE M THASRARNE - ASCHBAR A 24 > R T g 4 A1
[l > ASSOR A THRL I AT o BRI BEAN T

CAR = a + a,MEDIA + a,CONSERV x MEDIA + a;MEDIA x AROE
+ a,CONSERV x MEDIA x AROE + a;CONSERV x AROE
+ aCONSERV + a,AROE + ay ABNTURN + ¢ 3)

COVERAGE = 8 + 3,CONSERV + B,AROE + B.SIZE + B,LEV
+ BAGE + B,V + B,STATE + B BIG4 + ,0P

+ DBINDS + ¢ 4)



*®9 BRI ~ Rl T BOR S T N — N A

CONSERV1 CONSERV2
CAR MEDIA CAR MEDIA
MEDIA 0.068 0.070
(8.43)*** (8.60)***
CONSERYV x MEDIA -0.016 -0.015
(-5.53)** (-5.04)**
MEDIA x AROE 0.068 0.055
(5.82)** (4.73)**
CONSERV x MEDIA x AROE -0.164 -0.127
(-5.09)*** (-3.36)***
CONSERV x AROE 0.012 -0.009
(0.74) (-0.42)
CONSERV -0.004 0.084 -0.007 0.081
(-1.65)* (15.20)*** (-2.69)*** (14.90)***
AROE 0.025 0.023 0.031 0.023
(3.57)** (2.10)** (4.32)** (2.06)**
ABNTURN 0.027 0.026
(53.11)%** (53.08)***
SIZE 0.105 0.104
(46.71)*** (46.52)***
LEV -0.041 -0.035
(-5.76)*** (-4.97)**
AGE 0.003 0.003
(4.78)** (4.81)***
Vv 0.001 0.001
(1.74)* (1.76)*
STATE -0.018 -0.018
(-3.87)*** (-3.91)**
opP 0.017 0.021
(1.78)* (2.14)**
BIG4 -0.014 -0.014
(-2.00)** (-2.02)**
INDS Control Control
Obs. 74559 74559 74559 74559
R? 0.0306 0.0508 0.0295 0.0506

T BB RN CARIOFARIERE HAIG 45 301385 H 1 BAHBAIL S 5 MEDIA NI
FEREEEFEFR 5 CONSERVIFI CONSERV2 NETF BTN tHH AN TE AR 3 AROE N9t
FENCER KA 5 ABNTURN3O N 455 H N5 45 30 N385 B 8 i F% 5 AGE N
FTTAERR 5 LEV R R USR5 SIZE NI BIRGTEL s v S i AES R B 5
STATE WA HINIEE » 1 FoR EA RAEH > S0 oP A ITEN : BIG4 /2
VYRR EAT G 2 INDS AT WEAS & > SRR IE A Tl Sehn e %%ﬁmﬂ7U|

AR 7 R AE 12 M7k o 455 7 N White-t G iR > B8 T 57 2 0] ok 3l
JRTE0.10 ~ 0.05 LA 12 0.01 7K°F F i 2 -



BEPRORTE ~ Rl VBRSSO R

AN (3) N AR O DL AR 2 T BOR R T4 S AR AY > AR (4) AR G T 52
M PRl A o 1938 9 SR F AR R B 5 T 5 4530385 B > HET DA R IRS7 R X o
TSRS T EOR 1T 3 R NGEAT I LA S5 5 43 51R B A L AR Ae fa de bs [m] I »

MAEED 4 1 [ E 25 Rk - ARl BEA T 45 S AEAR KRR B b 52 0 21 A Ml e I A %
HEMREEE > BAIRR B - KRB ~ EDREBAR  #h H AR W A "
TRZ5 5 Z BN R 1T > B 2 2 iR BUR B Fe g 1 4 Ml AR 25 5 A4 iy 5%
o XTS5 5 BUR AR AL B8 2 B9 HRaE - AT N T3 B N7 o #5293 Y (] )]
GERLNLR > RIS SR AR (M T R R AR > MEDIAMI R BUKIH & R E N IE
CONSERV x MEDIA W Z 8.3 N5 > CONSERV x MEDIA x AROE W) Z B AR IH &,
FER > HZ IR SR T A SRR -

(£) Hft AR OEIERR

H T T30 T B B A B AL AT REAAAE —E MG - PRIEAS SCH R T 23
WA R I (CUMMEDIA) B KB GE I 2R OGE R A FFE O H
THE R 5y H Y R AR HGE R B >  CIE

d2

CUMMEDIA, = Y,COVERAGE,, )

t=dl

HH COVERAGE N385 H AR SRR > BT R B 5 i 5 2 e AT
Y SR 1] ) 485 5 W2 10 © 20

AT EE DN > B AR O CUMMEDIAW 2 3 &% h IF >
CONSERV x CUMMEDIA /) Z ¥ 5.3 N1 > CONSERV x CUMMEDIA x AROE W) 3%
WAR 2 N (BRATIE 31385 H & 14 > ASCHBRI% 1~ ik 2 fifiik 3 4815 2156
BIE o 20 RIREAR O% R 25 ) i Ao 9 B 0 TH 3 SR > AR O T 2 A B BOR Al A7 B AR
F o TR A 2 HBUSR U AT DA ) A4 0% 1 S B S BB TiT A O

10 R (4) HPACEEE T AV IR T RAAE AR A THRRIE DA SRS MR > AR
LB EAEZ A s AR A I~ BRI EUR S R S AR N o JRIRTE T 5 %A
T (B 55 56 4] RAVE N —F BT 9 SCEEEAT IR ANIR 1 > 7R SORHIBEAR O 7 52 i 1R 28 09 40 BT 0
T RARIZIE AR N A o 55— T FEREASE S AR SCE AR T B 2 A I T A
A AR T A HT I RS o T HLAE AT SR T ORRIINHR B O R 1 CARFE— B R b AR A
?ﬁﬁ@%um o TR (4) ¥ LT REZNE TR I BN R > K AR SCER I T REAETE — 2
e o

20 10 RJHHIIE CONSERV ] FAERMENE » CONSERV2 W5 FIEA[E] o Fj¥ i W AR FIAIE S -

MBI R ENREASE GRS R7HEAR B CUMMEDIAW) Z ¥ 5. % N IE >
CONSERV X CUMMEDIA W %83 N1 » CONSERV X CUMMEDIA X A ROE i &R £ i 25
N o TG WA FIAIE S -



®10  RUBUMASEES 2ibBET

TE CAR30  CARIO CAR5 CAR3 CARI
CUMMEDIA 0.006"*  0.008**  0.009"*  0.009***  0.005**
(16.16) (13.97) (11.20) (7.89) (3.26)
CONSERV x CUMMEDIA -0.003**  -0.005%*  -0.006™*  -0.005***  -0.002***
(-13.00) (-13.31) (-11.44) (-7.05) (-3.63)
CUMMEDIA x AROE 0.030%  0.038**  0.049***  0.029**  0.013
(7.69) (8.74) (6.14) (2.91) (1.12)
CONSERV x CUMMEDIA xAROE ~ -0.034**  -0.052"*  -0.097**  -0.024 -0.044**
(-4.91) (-6.84) (-6.54) (-1.31) (-2.35)
CONSERV x AROE 0.072  -0.035**  -0.113*  -0.089***  -0.018
(4.30) (-2.01) (-6.21) (-4.63) (-0.85)
CONSERV -0.001 0.010%*  0.013*  0.010™*  0.005*
(-0.34) (3.98) (4.55) (3.65) (2.27)
AROE 0.033**  0.022%%  0.029%*  0.017* 0.004
(4.42) (2.76) (3.67) (1.96) (0.44)
ABNTURN 0.025%%  0.016**  0.012%*  0.009**  0.005***
(43.48) (26.59) (18.91) (14.21) (7.06)
SIZE 0.010%*  0.004*  0.002** 0.003***  0.003**
(11.19) (4.40) (2.44) (3.44) (3.06)
LEV 0.020%*  0.011%**  -0.002 -0.008**  -0.008**
(7.80) (4.16) (-0.87) (-2.69) (-2.30)
AGE 0.006**  0.002%*  0.001**  0.000 0.000
(23.39) (7.59) (2.74) (1.62) (1.26)
14 -0.000%  -0.000***  -0.000 -0.000 0.000
(-2.54) (-4.30) (-0.80) (-0.96) (1.56)
STATE 20,0217 20,0147 20014 -0.018**  -0.010***
(-10.15) (-6.71) (-6.98) (-7.96) (-4.45)
OP 0.052%*  0.021**  0.003 0.001 0.011*
(11.92) (4.66) (0.61) (0.29) (2.25)
BIG4 20.063%% 0,032 -0.023%* 0,014 -0.012***
(-22.44) (-11.82) (-8.17) (-4.49) (-3.75)
INDS il il il il £l
Obs. 74,559 26,191 13,767 8,771 3,768
R 0.086 0.087 0.091 0.081 0.049
T RS CAR30 ~ CARIO > CARS ~ CAR3 T CARI AT HATE &30 M5 H

HIEA 10385 H ~ JifE & 555 H ~ Hif545 31305 HLRHIE %1455 B R T
R SE 3 CUMMEDIA N 2 MRS FERR b5 5 CONSERVI I CONSERV2 NET %
TR IR RSB FE AR 3 AROE ¥ 987 Wit 25 R A A8 fK s ABNTURN30 > ABNTURNIO ~

ABNTURNS ~ ABNTURN3 Fl ABNTURN1 53 5| N AF 4Rk 45 8% H A5 4530 ™28 5 A~ HiJG 4510
NG H -~ SAZEG A - 370385 AR S BRI S8 T 5 AGE N EliERRK
BE 5 LEVIV RGP UK 5 SIZE N RGP IR B 5 VI I B NS HIAL LU ) 5 STATE
NI NIBE > 1 3R B e8> B0 s OP WA TR 5 BIG4 NIEEMK
RIEAF N 5 INDS HAT I MEAS & SR IE 24T 20 2885 e - SRRl - 11D
BRAE 12T o $55 8 White-t SUITE - FIE T FHEM 5+~ o =0 Jr JIRIRTE
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l. Introduction

As research on the corporate governance mechanism develops, scholars and
regulatory authorities are paying increasing attention to the external governance factor,
namely the role of intermediate institutions in financial markets. As an important channel
for information transfer, the media plays a role in reducing information asymmetry
between firms and stakeholders, acting as an external governance mechanism (Miller,
2006; Dyck et al., 2008; Joe et al., 2009). In developed markets, the media can act as
an effective governance mechanism via influencing management reputation (Dyck et al.,
2008; Zheng, 2007), while in China, the media works as a governance factor in a different
way to the reputation mechanism due to differences in the soundness of securities markets
and the constitution of investors and their rationalities. In China, media coverage leads
to interference by the government, which will finally urge firms to correct their illegal
behaviour (Li and Shen, 2010). In markets full of speculation and information transfer
distortion (Tian, 2003; Tang, 2003; Tan, 2003), is the media playing the opposite role
in emerging markets and promoting market volatility? At the end of 2007, the prices
of some medium-and small-cap theme stocks, such as Quanjude and Goldwind, jumped
several times, and this attracted great attention from, and caused anxiety among, the
market and regulatory authorities. Most investors attributed the jump in prices to the
intense media coverage that exaggerated the potential fundamental development of firms
and to irrational purchases by retail investors (Huang, 2008). Does media coverage of
firms magnify the information effect during information disclosure or even promote
speculation? Does accounting policy work in this process? This paper tries to investigate
these issues.

Using the method of Fang and Peress (2009) that measures media coverage by the
number of newspaper articles written on a stock, we find that in emerging markets such
as China, media coverage can trigger higher trading turnover and magnify the market
reaction; in other words, media coverage can magnify the information effect. This effect
exists for different performances and changes in profitability and ownership, while
conservative accounting can restrict the speculation effect and reduce the magnification
of the media effect. This paper investigates the role of the media in the development of
the securities market by empirical analysis and provides alternative evidence to enrich
the previous literature. Using the data of Chinese securities markets, this study suggests
the unsound governance function of the media in emerging markets.

Meanwhile, we also show that accounting policy significantly influences the
speculative behaviour of the market and affects market efficiency. Therefore, research
aimed at improving the standards setting and accounting measurements will be
beneficial to the soundness of the securities markets and the protection of investors’
interests. Moreover, we introduce conservative accounting policy into media effect
research, showing that the media effect is also influenced by accounting information

and accounting policy, and provide some references for this kind of studies. On
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the other hand, we also provide some empirical evidence for the valuation effect of
conservative accounting, supporting the existing theoretical research on the pricing role
of conservatism.

The rest of this paper is organised as follows: Section II reviews the previous
literature; Section III develops our hypotheses; Section IV presents the data and the
variables; the empirical analysis and results are discussed in Section V; and Section VI

concludes the paper.

Il. Literature Review

Managers guard their reputations in order to enhance their future employment
opportunities and compensations. However, opportunistic incentives induce them to
make decisions that are harmful for investors. The media can play a governance role via
influencing the reputation of management (Dyck et al., 2008); as negative reports by the
media will damage the reputations of managers, media coverage of negative internal firm
information will lead to bad evaluations by investors (Joe et al., 2009), and management
will actively respond to media coverage (Joe et al., 2009).

The existence of the media eliminates the possibility of fake information being
provided by management. More intense coverage of firms by the media promotes firms’
governance and helps to protect investors (Miller, 2006; Dyck et al., 2008; Joe et al.,
2009). Actually, the influence of the media on the reputation of management is due
to the effect of media coverage on stock pricing. With more media coverage, much
of the information about firms is already known by the market and so information is
more transparent. Fang and Peress (2009) find that compared to firms with more media
coverage, firms without media coverage have a higher market return. Since an increase in
the media coverage of some firms can improve the quality of information for investors,
the information risk is lower. Firms with higher information risk due to lower coverage
by analysts will get higher no-media premiums as their stocks are mostly held by small
investors and their stock prices are more volatile. Thus, no matter whether the information
is bad or good, firms with intense media coverage will get lower expected returns for
lower information risk ceteris paribus. However, once new information breaks out on
firms covered by the media, these firms will become more informative, and this will lead
to higher abnormal returns. Moreover, rather than acting as a governance mechanism, the
media usually plays the opposite role in a market with a bad governance environment.
Chen et al. (2009) suggest that firms with unusual media coverage will aggravate the
pricing bias; that is, unusual media coverage may trigger a strong emotional effect and
overreaction among investors which results in stock mispricing. The above research
shows that media coverage can easily lead to more responsive market reactions once
new information is released, while the influence of media coverage on stock pricing
is determined by the characteristics of investors and investors’ attention to the media.

Merton (1987) finds that investors may only purchase the stocks they focus on. Lee
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(1992) and Barber and Odean (2008) propose that under the condition with short
selling constraints, investors will behave attention-grabbing phenomenon. The attention
of retail investors is limited, and under the short selling constraint, they cannot sell
short attention-grabbing stocks, but instead just purchase stocks they are focusing on.
Therefore, in order to attract investors’ attention, the main step to take is to improve
firms’ visibility through media coverage (Merton, 1987). Barber and Odean (2008) find
that stocks with higher media coverage are purchased more by retail investors. Therefore,
media coverage can influence market performance by influencing the behaviour of
investors, and this will affect and restrict the behaviour of management and act as a
governance mechanism.

There is less research on the media in China. Zheng (2007) reviews the governance
mechanisms of media coverage and proposes that the governance role of the media is
fulfilled through influencing reputation: (1) media coverage will encourage politicians
(senators or other governors) to revise and effectively implement laws or rules; (2)
media coverage will force board members (management) to sustain a “good” image; (3)
media coverage will affect the social reputation and public image of board members
(management). The empirical research by Li and Shen (2010) supports the positive
governance role of media coverage in promoting corporate governance and protecting the
interests of investors; they find that as the amount of negative media articles increases,
the probability of correcting illegal conduct also increases. The nature of the media,
reporting method, and reporting technique will also positively influence the correction
behaviour, and the media’s governance role works by improving the possibility of
correcting illegal behaviour by initiating executive interference. Xin (2010) also suggests
that the media works as a governance mechanism in the split share structural reform.
However, by tracing and analysing the related-party transactions and cash dividends for
the Wuliangye Group after 2003, He et al. (2008) find that the media cannot restrict the
tunnelling behaviour of controlling shareholders, which means that it cannot significantly
influence governance under the current market structure. Of course, the role of media
coverage should be supported by large sample investigations (Dyck et al., 2008; Li and
Shen, 2010).

Since the establishment of the Shanghai Stock Exchange in December 1990,
the development history of China’s stock markets, especially the operation history of
secondary markets, is an epic produced by market makers (He, 2002). Lots of small
investors and a few institutional investors enjoying the advantages of capital and
information coexist in the Chinese stock markets, triggering the incentive for institutional
investors to manipulate stock pricing (Lu and Chen, 2005). As an important information
intermediary in the capital market, is the media playing a governance role or other roles?
Accounting information is the most important factor in stock pricing, the generation and
reporting of which significantly influences stock valuation. Therefore, what is the role
of aggressive or conservative accounting in stock pricing? Currently, little research has

been done on this.
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lll. Hypothesis

The media plays an important governance role in Chinese securities markets; it
helps investors to acquire more information and alleviates the information asymmetry.
The increase in media coverage will improve the quality of information that investors
can obtain to lower the information risk (Li and Shen, 2010). Fan and Peress (2009) find
that due to the liquidity constraint and investor cognition, the market will compensate
firms that have low media coverage with risk premiums; therefore, their monthly returns
will be higher. Tetlock (2007) finds that media coverage will give a shock to firms’
stock prices and to the cumulative abnormal return for 1 to 5 days, and afterwards the
abnormal return will show a reverse. Shiller (2000) suggests that the role of media is
not only to deliver important economic events to investors but also to overemphasise the
stock price reaction to information caused by the public attention and opinion aroused
by the media. Investors can hardly discern the repeated media information, and they will
trade based on repeated old information, which will bring the positive feedback effect
that the trend of increasing market return is due to the continuous media coverage. Cook
et al. (2006) find that 99 per cent of media coverage about initial public offerings is
positive and that most of this consists of descriptive sentences. The market will evaluate
the information not according to the attitude of media but according to the agreement of
investors (Liu et al., 2008). In other words, media coverage itself can spur a change in
stock prices and further cause prices to change according to whether attention is focused
on bad news or good news. By investigating the “Stock Recommendations by Institutional
Investors” column in the China Securities Journal, Xu and Chen (2009) find that during
the period from 1 week before a stock is recommended by the journal to 1 day after
the recommendation, there is a significantly positive abnormal return, but there is then
a significantly negative return for the period from 2 days after the recommendation to 5
days after the recommendation. They propose that stock recommendations by the media
lead to positive market reactions, but after recommendation, the return is reversed, and
they suggest that this phenomenon is due to the fact that there are a huge number of
small investors in Chinese securities markets.

Owing to the influence of heterogeneous beliefs, investors will have different prior
expectations of the same firm; therefore, the quantitative earnings disclosure will increase
the disagreement among investors (Hong and Stein, 2007). The media can transfer and
filter information; however, as the information filtered by the media and the sources of
information may be biased, investors will be further divided, allowing for the subjective
preferences of journalists and their catering for investors (Fang and Peress, 2009).
Scheinkman and Xiong (2003) point out that an increase in the division among investors
over information will lead to greater division of investors’ beliefs and increase the
resale option value of stock prices (speculation bubble). Under an environment full of
intense speculations with a huge number of retail investors and frequent turnover among

institutional investors, lots of media reports will increase the division among investors
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over their beliefs in information filtrated by the media, which may deviate from the
original information, and this will cause stock bubbles.

Actually, in a market with an unsound legal environment and ineffective monitoring
system, media coverage and media disclosure may work oppositely and unexpectedly.
The quality of information disclosure is determined by the information disclosing entities,
namely the firms. On the other hand, it is also determined by the information delivery
process, namely the media coverage. When the media proclaims information without
scrutiny or checks, this is equivalent to spreading “rumours” which will influence stock
pricing, market efficiency, and the purchase behaviour of investors (Rose, 1951). If
analysts also do not appropriately investigate and then propagandise, this will further
lead to stronger market reactions, rather than to lower market expectations.’ This kind of
media coverage will lead to a higher emotional effect and overreaction among investors,
thereby resulting in the mispricing of stocks (Chen et al., 2009). Moreover, many
reports and case studies have found that investment intermediaries and other institutional
investors are in cahoots with the managements of listed firms and use the media to over-
disseminate information in order to get a higher market return. In a notorious case in
China’s securities markets, Jianzhong Wang was charged with making “recommendations
after purchases” and the “manipulation of stock prices”. Wang recommended stocks for
small investors using the name of his investment firm in the columns of Sina, Sohu, the
Shanghai Securities Journal, and Securities Times after he had bought in these stocks. He
was charged with manually influencing the trading prices and obtaining illegal personal
gains. In other words, media coverage can trigger a strong emotional effect among
investors and lead to stronger market reactions.

On the other hand, even if the media’s coverage and information disclosure on listed
firms is for the purposes of lowering information asymmetry and better governance, the
market will also overreact due to naive investors and the unsoundness of the market
structure.® Securities markets in China have been developing for 20 years, but current
market rules are unsound and imperfect, which leads to ineffective monitoring of, and
guidance for, investor behaviour. The market is full of speculations; in this environment,
investors are more likely to speculate in stocks, and some institutional investors are
manipulating market performance. In markets full of speculation and information transfer
distortion (Tian, 2003; Tang, 2003; Tan, 2003), the media plays an opposite role in
emerging markets in terms of promoting market volatility. At the end of 2007, the prices
of Quanjude, Goldwind, and other medium-and small-cap theme stocks surged, which
attracted great attention from, and anxiety among, the market and regulatory authorities.
Most investors attributed the huge jump in prices to the over-reporting on fundamentals
and to huge purchases by retail investors (Huang, 2008). Media coverage on firms and
news reports will create opportunities for speculators, making the market show stronger

> Such as the graphite incident of China Baoan in 2011.

¢ Media coverage and tremendous reports on the food safety problems in China listed firms led to
slumps in stock prices, such as the “Shuanghui Incident”.
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reactions to the speculations. For profitable firms or positive unexpected earnings, the
market will be more responsive and positive and thus perform better, while for loss
firms or negative unexpected earnings, the market will correspondingly show worse
evaluations.

In all, from the perspective of governance, media coverage will lower the
information asymmetry and lead to lower expected returns. However, considering the
current market structure and environment in China’s securities markets, media coverage
may play the opposite role: that is, media coverage may lead to higher market reactions.

Therefore, we develop the following hypothesis:

Hypothesis 1: Media coverage will trigger higher market reactions.

Timely recognising losses and not overvaluing net assets and earnings are
considered to be the principles of conservative accounting, and this kind of reporting
policy can provide more timely information for creditors to enable them to make timely
responses to debt defaults. It will improve the efficiency of the debt contracts and is
beneficial to the interests of creditors (Watts, 2003; Ahmed et al., 2002). Moreover,
conservative accounting can also provide a timely signal to a board of directors to
investigate investments (Watts, 2003) and inspire the management to avoid projects with
a negative net present value (NPV) as far as possible (LaFond and Roychowdhury, 2008)
so as to reduce the agency problem between management and shareholders caused by
the separation of control rights and cash flow rights. Conservative accounting can lower
social inefficiency by reducing compensations and earnings management (Chen et al.,
2007) and can also improve capital allocation efficiency by reducing the distortion of
investment (Venugopalan, 2004). Therefore, although conservative accounting cannot
increase firms’ value directly, it can alleviate the damages to firms’ value and is beneficial
for value maintenance.

Miller (1977) suggests that since investors cannot sell short due to higher sell-
short costs, stocks will be overvalued to reflect optimistic evaluations. Diether et al.
(2002) also believe that optimistic demand will further push up the stock price and lead
to overvaluation. Moreover, undisclosed bad news can also lead to overvalued stock
prices. A conservative accounting system can result in more effective stock prices,
especially when short selling is restricted (Diether et al., 2002). Compulsory conservative
accounting can avoid bubbles and overvaluations since conservative accounting timely
recognises the “bad news” and lowers the expectations of investors (Dierker, 2006).
Before 2010 in China’s securities market, there was no short selling mechanism and it
was very easy for stocks to be overvalued, and stock bubbles were engendered. As the
investors are immature and the market structure is unsound, both unusual information
disclosure and ordinary media coverage can easily trigger responsive reactions among

investors and lead to a mis-pricing of stocks (Chen et al., 2009; Tian, 2003; Tang,
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2003). Aggressive accounting will lead to an overvaluation of firms’ profitability due
to the untimely recognition of bad news, and this will be easily speculated on and
magnified by some investors, resulting in more responsive market reactions. In other
words, conservative accounting will result in lower expected stock prices due to the
timely recognition of bad news (Dierker, 2006). Owing to its nature of not overvaluing
net assets and earnings,” accounting conservatism can alleviate the responsive reaction

of the market. Therefore, we develop the following hypothesis:

Hypothesis 2: Conservative accounting can reduce the market reaction caused

by media coverage.

The media often focuses on important events, earnings levels, or the unexpected
earnings of firms. Around the annual report announcement day, media coverage and
news reports are almost completely concentrated on firms’ profitability and unexpected
earnings. Therefore, firms with higher profitability and higher unexpected earnings
will be focused on more by the media and get more media coverage. Because of the
dissemination effect of the media, firms are prone to be over-reported and speculated
on by a huge number of investors (Huang, 2008). Considering the fact that investors
are immature and the market structure is unsound, media coverage may result in an
overreaction by the market to accounting information, particularly accounting earnings.
As information is used and manipulated by institutional investors, media coverage will
lead to more responsive market reactions given the same level of earnings or unexpected
earnings. When the earnings are positive or firms get positive unexpected earnings,
media coverage will further reinforce the positive relationship between the stock price
and earnings level; for negative earnings or unexpected earnings, media coverage will
further shock the market and lead to worse market performance.

Conservative accounting recognises bad news and does not overvalue net assets and
earnings, and so results in lower expected stock prices (Dierker, 2006), and alleviates
the over-response from the market to unexpected earnings caused by the large amount
of media coverage; in other words, conservative accounting can reduce market reactions
when unexpected earnings are positive. When earnings or unexpected earnings are
negative, a conservative accounting policy creates more potential for growth than an
aggressive accounting policy (Ohlson, 2009; Easton, 2009) and lowers the negative
market reactions to negative unexpected earnings. Therefore, we develop the following

hypothesis:

Hypothesis 3: Conservative accounting can further reduce market reactions to

media coverage for unexpected earnings.

7 Both conditional and unconditional conservatism have this nature of not overvaluing net assets and
earnings.
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IV. Research Design

4.1 Model

In order to investigate the influence of media coverage and conservative accounting

on market reactions, we set our model as follows:

CAR = B, + B,MEDIA + B,CONSERV x MEDIA + B,MEDIA x AROE
+ B,CONSERV x MEDIA x AROE + B,CONSERV x AROE

+ B,CONSERV + B,AROE + Y.8,CONTROLS + e. (1)

CAR is the cumulative abnormal return of different time windows around the annual
reporting date. We use each trading day as an observation, not each firm-year.® MEDIA
is the media coverage, CONSERV the accounting conservatism measure, and AROE the
change in return on equity compared to the previous year. CONSERV x MEDIA shows
the influence of conservative accounting on the media effect, MEDIA x AROE shows the
media effect for different performance levels, and CONSERV x MEDIA x AROE indicates
the effect of conservative accounting on the media effect for different performance levels.
CONTROLS are the other control variables. As the hypothesis predicts, we expect that (1)
B, > 0, meaning that the media effect will trigger stronger market reactions; (2) 3,< 0,
indicating that conservative accounting will alleviate the magnification of media effect;
and (3) B, < 0, suggesting that conservative accounting will further reduce the market

reactions produced by the media effect on accounting earnings.

4.2 Variables

The dependent variable is the cumulative abnormal return for each trading date
under different time windows. CAR30 is the cumulative abnormal return for the 61-
day window around the earnings announcement date (30 days prior to the earnings
announcement date and 30 days after the earnings announcement date). CAR10, CARS,
CAR3, and CARI are respectively the cumulative abnormal returns for the 21-day, 11-

day, 7-day, and 3-day time windows around the earnings announcement date, where the

We do this for the following reasons: (1) The media effect has some timeliness. If we choose the
firm year as each sample, we cannot observe the specific influence of media coverage because in
the yearly time window, too many factors will affect the market return and this may counteract the
spur effect of media coverage on earnings disclosure. For example, speculation or dissemination by
institutional investors, or so-called market makers, is often concentrated during a certain time period.
Before selling by institutional investors and speculators, the market return may be higher. However,
after sales by investors and speculators and purchases by lots of small investors, the market return
will drop further. Combining the market return for different periods will not show the effect of media
coverage; therefore, we choose each trading day as an observation as this can better reflect the effect
of concentrated media coverage on specific stocks; (2) With regard to studies on the capital market
and accounting information, most focus on the short time window as the characteristics of change in
such a short time window are meaningful for research; our time windows are similar to those in Vega
(2006); (3) Some studies on the influence of earnings disclosure are based on the microstructure of
the market using high-frequency data (Lee, 1992); we also choose specific trading days as samples
to investigate our hypothesis.
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abnormal return (4R) is calculated using the Fama-French (1993) three-factor model. We
first use the daily return for 130 days to 31 days before the earnings announcement date
(a total of 100 days) to calculate these factor loadings and then calculate the abnormal

return for each time window.
AR, =1, — ﬁMKT Pt — ﬁASMBJSMBt - ﬁHML,iHML/ (2)

AR, is the abnormal return for stock i on day ¢ relative to the annual reporting day;
r,, is the market return on day ¢ relative to the annual reporting day; B, By and
ﬁAHMLJ. are the factor loadings according to the Fama-French model; SMB, is the premium
of small firms relative to big firms; and HML, is the premium of firms with high book
to market ratios relative to firms with low book to market ratios. In order to minimise
the measurement error for abnormal return, we also use the common measurement for
abnormal return in China, namely, abnormal return (AR) is the actual return minus the
corresponding market index return. Owing to the problem of outliers, we winsorise the
CAR at the top and bottom 1 per cent of the sample.

In order to examine the strong market reaction to media coverage, we choose the
trading turnover under different time windows. Because of the unique ownership structure
which means that some stocks do not circulate on the public market in China, trading
turnover (TURNOVER) is calculated as the trading volume divided by the market value of
circulating stocks. Since there are great differences in terms of the amount of circulating
stocks and volatility for each firm, we use abnormal turnover (ABNTURN) to capture the
influence of media coverage on trading volume. Abnormal turnover (ABNTURN) is the
average turnover within the event window divided by the average turnover for the period
of 130 days to 31 days before the earnings announcement date (PRETURN).’ Generally
speaking, a higher abnormal turnover means that market overreaction is more possible
within the event windows. ABNTURN30 is the abnormal turnover for the 61-day window
around the earnings announcement date. ABNTURNI10, ABNTURNS5, ABNTURN3, and
ABNTURNI are the abnormal turnovers for the 21-day, 11-day, 7-day, and 3-day time
windows around the earnings announcement date, respectively.

For media coverage (MEDIA), we choose seven newspapers — China Securities
Journal, Securities Daily, Securities Times, China Business Journal, The Economic
Observer, Shanghai Securities News, and The 21st Century Business Herald — as the
sources of media reports and collect the media reports on the sample firms from these
seven newspapers during the research period (61-day time window around the annual
report date). The data are taken from the China Newspaper Database, which covers more

than 99 per cent of the contents of the seven newspapers. We search by theme for media

®  We use the average turnover for the 130 days to 31 days before the annual report day to further
compare the difference in turnover between the event period and the non-event period.
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reports of the sample firms.! As Fang and Peress (2009) measure media coverage by
the numbers of media articles, we use the total number of media articles from the seven
papers above for each event day for the sample firms as the media coverage (MEDIA);
the greater the number of media reports during the event period, the higher the media
coverage. In order to minimise the influence of outliers, we winsorise the media coverage
measures at the top and bottom 1 per cent of the sample.

Based on Givoly and Hayn (2000), Ahmend and Duellaman (2007), and Qiang
(2007), we use accrual measures as the indicator for conservatism.!" This measure
captures both conditional and unconditional conservatism. Since accounting accruals may
be reversed in the next period, we use 3-year cumulative accruals as the conservatism
measure, as proposed by Ahmend and Duellaman (2007) and Qiang (2007).'2 To simplify
our explanation for this measurement, we multiply the cumulative accruals by -1; thus
the higher this measure, the higher the accounting conservatism (Ahmend and Duellaman,
2007; Xia and Zhu, 2009). CONSERV1 is the 3-year cumulative accruals multiplied by
-1. Accruals for each year equal earnings after deduction of cash flow from operations
divided by total assets at year end. Firms often use extraordinary items to manipulate their
earnings, and so we also control for this effect and measure conservatism using earnings
before extraordinary items. CONERV?2 is the 3-year cumulative accruals multiplied by -1;
accruals for each year equal earnings before extraordinary items and after the deduction
of cash flow from operations divided by total assets at year end. In order to minimise the
influence of outliers, we winsorise the conservatism measures at the top and bottom 1 per
cent of the sample. To minimise the measurement bias, we also use other conservatism
measures in robustness tests.

The change in firms’ profitability (AROE) is proxied by the change in return on
equity,
equity for the previous year (PREROE). In order to minimise the influence of outliers,

3 namely the return on equity for the current year (ROE) minus the return on

we winsorise the change in profitability at the top and bottom 1 per cent of the sample.

1" We do not choose websites and magazines as media sources for the following reasons: (1) quite a
lot of information from the Internet and websites is reproduced from news reports, which may lead
to over-repeated coverage, and also it is hard to separate this information; (2) although reports by
magazines are deep and in detail, overall, the scope of information coverage is narrow and lacks
timeliness.

' The measure of conservatism using cumulative accruals shows the overall effect of conditional

and unconditional conservatism. It not only covers the timely recognition of bad news (conditional

conservatism), but also includes unconditional conservatism such as research and development
expenditures. The Basu model and the Cscore are measurements for conditional conservatism in the
literature. Of course, the measurement of cumulative accruals also has some errors, such as earnings
management through bad debt expenses and asset impairment. Changes in operating accruals including
inventory impairment and bad debt provision are the features of conditional conservatism. However, it
is hard to calculate and separate this measurement proxy for conservatism. Therefore, this paper uses
cumulative accruals as the indicator for conservatism, and it also uses the market value to book value

(M/B) and the Cscore in robustness tests in order to minimise the measurement error for interested

variables.

Three years’ cumulative accruals are the total accruals for the previous 2 years and the current year.

13 Since unexpected earnings are commonly used in event studies, we use this measurement. Some
research finds that the China market reacts before the disclosure of annual reports, which means that
information is leaked before the reporting day. Therefore, it is reasonable to use unexpected earnings.
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Other control variables (CONTROLS) include LIQUID, which is the ratio of
circulating stocks to total stock; the time span for listing of firms (4AGE); firm scale (the
natural log form of total assets at year end, SIZE); capital structure (total debt ratio at
year end, LEV); audit opinion (OP: 1 indicates a qualified opinion and 0 otherwise); and
accounting firms (BIG4: 1 indicates the auditor is among the Big Four accounting firms
and 0 otherwise). INDS is the industry dummy variable for the 12 industry categories
classified by the China Securities Regulatory Commission (CSRC) excluding the financial
industry. We also control for the characteristics of ultimate shareholders. V' is the control
right of ultimate shareholders. STATE is a dummy variable: 1 indicates the ultimate

shareholder is the government and 0 otherwise.

4.3 Samples

The market return data are taken from the CSMAR database and the financial data
from the Wind and CSMAR databases; the information on ultimate shareholders is taken
manually from annual reports.

For the 1,335 firms that disclose their annual financial reports for 2005 and 2006
on the Wind database, we choose 628 firms with forecasted earnings per share (EPS)
by analysts,'* and for each firm we choose the 61-day time window around the financial
reporting day as the event period. Therefore, each firm has 61-day trading data, and our
final sample consists of 86,985 observations. After dropping firms without information
on ultimate shareholders or information on audit opinion and accounting firms, we finally
obtain 74,559 observations. We also investigate for different time windows, and the
samples for different windows are as follows: 26,191 for the 21-day time window around
the annual reporting day, 13,767 for the 11-day window, 8,771 for the 7-day window,
and 3,768 for the 3-day window.

V. Empirical Analysis

5.1 Descriptive Statistics

Table 1 shows the descriptive statistics for the regression variables. CAR for the
61-day time window is 9.2 per cent on average.” As the time window is shortened, the
mean CAR decreases. The CAR for the 3-day window is 0.5 per cent on average.

The means of abnormal turnovers are about 2, indicating that the average trading
turnovers during event periods are two times those during the non-event period. Also,
as the earnings announcement date approaches, the abnormal turnover increases.

Average media coverage for each trading day is 0.176, and most of the samples lack

We drop samples without analysts’ forecasts in order to minimise the influence of price change due to
analysts’ coverage because analysts’ coverage of firms’ fundamental aspects will also trigger different
market valuations for stocks.

5 The CAR for the 61-day time window around the annual report day is much higher, and this may be
due to the fact that those firms are all covered by analysts, leading to higher market return.
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media coverage. Average CONSERVI and CONSERV?2 are positive, meaning that the

financial reports for listed firms are conservative overall, but some are still aggressive.

Other aspects, such as age, leverage, scale, profitability, and corporate governance

characteristics, also show great differences and influence market reactions around the

earnings announcement date.

Table 1 Descriptive Statistics

Variables N Mean SD 25% 50% 75%
CAR30 74,559 0.092 0.231 -0.044 0.053 0.203
CARIO 26,191 0.051 0.135 -0.031 0.026 0.117
CARS 13,767 0.034 0.101 -0.028 0.016 0.081
CAR3 8,771 0.024 0.084 -0.027 0.010 0.063
CARI 3,768 0.005 0.059 -0.029 -0.000 0.035
ABNTURN30 74,559 2.051 1.660 1.066 1.644 2.497
ABNTURNI0 26,191 2.075 1.700 1.092 1.662 2.505
ABNTURNS 13,767 2.124 1.788 1.114 1.693 2.566
ABNTURN3 8,771 2.168 1.818 1.129 1.737 2.623
ABNTURNI 3,768 2.193 1.773 1.167 1.773 2.653
MEDIA 74,559 0.176 0.545 0 0 0
CONSERV1 74,559 0.043 0.379 -0.079 0.015 0.102
CONSERV2 74,559 0.053 0.381 -0.068 0.024 0.121
LIQUID 74,559 0.466 0.159 0.368 0.461 0.573
AGE 74,559 7.503 3.331 5.000 8.000 10.000
LEV 74,559 0.516 0.300 0.377 0.518 0.629
SIZE 74,559 21.654 1.040 20.937 21.599 22.250
AROE 74,559 0.010 0.175 -0.018 0.003 0.024
V 74,559 41.710 15.405 29.080 41.860 53.350
STATE 74,559 0.738 0.440 0 1 1
oP 74,559 0.045 0.207 0 0 0
BIG4 74,559 0.092 0.289 0 0 0
Note: CAR30, CARI0, CARS5, CAR3, and CARI are respectively the cumulative abnormal returns

for the 61-day, 21-day, 11-day, 7-day, and 3-day time windows around the earnings
announcement date. ABNTURN30, ABNTURN10, ABNTURNS, ABNTURN3, and ABNTURN1
are respectively the abnormal turnovers for the 61-day, 21-day, 11-day, 7-day, and 3-day time
windows. MEDIA is the media coverage. CONSERVI and CONSERV?2 are two conservatism
measurements based on the cumulative accruals. LIQUID is the ratio of circulating stocks
to total stocks. AROE is the change in return on equity compared to the previous year.
ABNTURNS30 is the abnormal turnover for the 61-day time window. AGE is the listing time
span of firms. LEV is the total debt ratio. SIZE is the natural log form of assets. V is the
control rights of ultimate shareholders. STATE is dummy variable: 1 indicates the ultimate
shareholder is the government and 0 otherwise. OP is the audit opinion: 1 indicates a qualified
opinion and 0 otherwise. B/G4 is a dummy variable: 1 indicates that the auditor is among

the Big Four accounting firms and O otherwise.
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5.2 Correlation

Table 2 shows the correlation between market reactions and media coverage for
different windows. Abnormal turnover (ABNTURN) is significantly and positively
related with media coverage for the 61-day, 10-day, and 5-day time windows, while
the cumulative abnormal return (CAR) is significantly and positively related with media
coverage in all time windows, which means that higher media coverage is related with

higher market reactions.

Table 2 Correlation Coefficients

ABNTURN30 ABNTURN10 ABNTURN5 ABNTURN3 ABNTURNI

Pearson 0.0241%** 0.0346***  0.0257***  0.0137 -0.0196
Spearman 0.0129***  0.0108* 0.0012 -0.0069 0.0305

MEDIA
CAR30 CARIO CARS CAR3 CARI

Pearson 0.0483%**  0.0788***  0.0996***  0.0988***  (.0574***
Spearman 0.0435%** — 0.0677***  0.0703***  0.0589***  0.0203

Note: ABNTURN30, ABNTURNI10, ABNTURNS5, ABNTURN3, and ABNTURN! are respectively the
abnormal turnovers for the 61-day, 21-day, 11-day, 7-day, and 3-day time windows. CAR30),
CARI10, CARS5, CAR3, and CARI are respectively the cumulative abnormal returns for the
61-day, 21-day, 11-day, 7-day, and 3-day time windows around the earnings announcement
date. MEDIA is the media coverage. ***, ** and * denote significance at the 0.01, 0.05,

and 0.10 levels, respectively.

5.3 Regression

Media coverage easily triggers more speculative trading on stocks, which is proxied
by the abnormal turnover. Therefore, we first investigate how media coverage (MEDIA)
affects trading turnover (ABNTURN). Table 3 shows the results for different time
windows.

It is hard to trade and speculate on high market valued firms, thus the abnormal
turnover is lower, as shown by the significantly negative coefficients for MV. A low liquid
ratio means that fewer shares are held by circulating-stock investors, which leads to more
abnormal turnover and speculative activities. The regression coefficients for LIQUID
are significantly negative. The coefficients for the change in performance (AROE) are
significantly positive for most windows, which means that unexpected earnings will lead
to higher abnormal turnover as many investors will trade based on the firms’ profitability.
An unclean audit opinion means that there may be some problems with the firm’s
financial reporting, information disclosure, or operational activities, and such problems

easily induce market volatility. Thus, the coefficients for OP are significantly positive.
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Table 3 Media Coverage and Abnormal Turnover

Variables Sign  ABNTURN30 ABNTURN1) ABNTURN5 ABNTURN3 ABNTURNI

MEDIA + 0.081#** 0.098*** 0.094*** 0.093#** -0.019
(6.04) (5.07) (3.61) (2.76) (-0.36)

MV - -0.072%** -0.094*** -0.098*** -0.102%** -0.088***
(-12.07) (-8.84) (-6.44) (-5.28) (-2.97)

LIQUID - -0.004%** -0.004*** -0.005%** -0.005%*% -0,0050%**
(-8.85) (-5.01) (-4.15) (-3.23) (-2.70)
AROE + 0.190%** 0.197%** (.232%** 0.137 -0.003
(5.53) (3.16) (2.61) (1.24) (-0.02)
opP + 0.047 0.333%** 0.313%%* 0.263*** 0.127
(1.63) (6.16) (4.18) (2.81) (1.05)
INDS Control Control Control Control Control
QObs. 74559 26191 13767 8771 3768
R? 0.007 0.011 0.012 0.012 0.011

Note: The dependent variables ABNTURN30, ABNTURNI10, ABNTURNS5, ABNTURN3, and
ABNTURNI are respectively the abnormal turnovers for the 61-day, 21-day, 11-day, 7-day,
and 3-day time windows. MEDIA is the media coverage. MV is the natural log form of the
market value of equity. LIQUID is the ratio of circulating stocks to total stocks. AROE is
the change in return on equity compared to the previous year. OP is the audit opinion: 1
indicates a qualified opinion and 0 otherwise. /NDS are the industry dummy variables for
the 12 industry categories classified by the CSRC excluding the financial industry. In the
parentheses are the White—adjusted t statistics considering the heteroscedasticity. ***, **

and * denote significance at the 0.01, 0.05, and 0.10 levels, respectively.

After controlling for financial status and liquid ratio, the coefficients for media
coverage (MEDIA) are all significantly positive except for the 3-day time window,®
meaning that more media coverage will lead to higher abnormal turnover and market
speculation may be much higher, which is consistent with the existing literature (Zhang
and Liu, 2006; Xu, 2009). In all, the results in Table 3 show that more media coverage
will lead to more abnormal turnover and promote stock trading and speculative activities.

Does abnormal turnover lead to more responsive market reactions? Does media
coverage conduce higher market reactions? Table 4 shows the result for the relation
between (a) cumulative abnormal return (CAR) of each trading day for the 61-day time
window and media coverage and (b) conservative accounting policy. Model 1 examines
the market reaction to media coverage, and Models 2 to 9 further show the influence of
conservative accounting. Models 2 to 5 are results using CONSERV1, while Models 6
to 9 are robustness tests using CONSERV2.

' The insignificance of the coefficient for the 3-day time window may be due to the very short time
window, as the change in turnover is not evident. Of course, it may also be due to the measurement
error for abnormal turnover since our abnormal turnover is the average turnover in the event period
divided by the average turnover for the 130 days to 30 days prior to the annual reporting day. The
spans of these two periods differ a lot.
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Media Coverage, Conservative Accounting, and Market Reaction

Model 1 investigates the media coverage on cumulative abnormal return for each
trading day. The coefficient for MEDIA is significantly positive at the 0.01 level,
indicating that more media reports or coverage will lead to stronger market reactions.
In other words, the media effect will lead to higher market return and magnify the
information effect. One more media report will lead to an increase of 0.021 per cent in
the cumulative abnormal return for the targeted firm. Thus, Hypothesis 1 is supported.
We can also see that in Model 1, the coefficient for abnormal turnover (ABNTURN) is
significantly positive, indicating that abnormal turnover will be accompanied by higher
abnormal return. This may be because more media coverage will result in huge purchases
by small investors and higher turnover, which pushes up prices.

Models 2 and 6 incorporate the influence of conservative accounting on the media
effect. The coefficients for MEDIA are still significantly positive, supporting Hypothesis
1. One more media report will lead to an increase of 0.02 per cent in market reactions.
The regression coefficients for CONSERV x MEDIA are significantly negative at the
0.05 level: that is, conservative accounting can reduce the media effect and restrict the
possibility of stock overvaluation and market overreaction. An increase of 1 per cent in
conservatism will lead to a decrease of 1 per cent in market abnormal return, indicating
that conservative accounting can constrain the responsive reactions of the market and is
helpful in reducing stock volatility. Thus, Hypothesis 2 is supported.

Models 3 and 7 further investigate the influence of media coverage and conservative
accounting on market return allowing for profitability. The coefficients for MEDIA
are significantly positive at the 0.01 level and those for CONSERV x MEDIA are
significantly negative, consistent with previous results. Thus, Hypotheses 1 and 2 are
further supported.

The coefficients for MEDIA x AROE are significantly positive, meaning that
unexpected earnings and market return due to media coverage on the expected earnings
are highly related. In other words, media coverage magnifies market reactions to earnings
information, and this may be due to unusual information disclosure or to imbalanced
market structure and huge purchases by small investors. The coefficients for CONSERV x
MEDIA x AROE are significantly negative at the 0.01 level, indicating that conservative
accounting can further reduce market reactions caused by media coverage on unexpected
earnings. Thus, Hypothesis 3 is supported.

Since most of the samples lack media coverage, which may lead to some bias for
regression, Models 4 and 8 eliminate these samples and only use samples with media
coverage. The coefficients for MEDIA are still significantly positive, those for CONSERV
x MEDIA are significantly negative, and those for CONSERV x MEDIA x AROE are
significantly negative, consistent with the results for all samples. Thus, Hypotheses 1,

2, and 3 are further supported.
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In order to avoid some measurement errors for CAR, Models 5 and 9 use the market
index-adjusted method to calculate the abnormal return (4AR), which is measured as the
stock daily return minus the corresponding market index return. The coefficients for
MEDIA are significantly positive and those for CONSERV x MEDIA are negative but not
significant. The coefficients for CONSERV x MEDIA x AROE are significantly negative,
consistent with the Fama-French (1993) three-factor model, indicating that the different
calculation methods of cumulative abnormal return do not influence our conclusions.

We also regress for different time windows (21-day, 11-day, 7-day, and 3-day
time windows around the annual reporting day), and the results are shown in Table
5. The coefficients for MEDIA are all significantly positive for all time windows;
that is, media coverage and cumulative abnormal return (CAR) are positively related.
Regarding the coefficients for MEDIA, market reactions are different for different media
coverage under different time windows. The coefficients for CONSERV x MEDIA are
significantly negative, which means that conservative accounting can significantly reduce
the magnification of the media effect. For CONSERV x MEDIA x AROE, the regression
coefficients are significantly negatively at the 0.01 level, indicating that conservative
accounting can further reduce the market reactions with regard to firms’ profitability. In
all, the results for media coverage and market return for each trading date under different

time windows support our three hypotheses.

5.4 Media Effect and Conservative Accounting for Different
Performances

Using a 61-day time window around the earnings announcement date, Table 6
further investigates the effects of media coverage and conservative accounting separately
for different performances (different unexpected earnings)."” The first two columns are
for positive unexpected earnings (AROE > () and the last two columns for negative
unexpected earnings (AROE < (), and we use both CONSERVI and CONSERV2.

For firms whose AROE > 0, the media effect is obvious: the coefficients for
MEDIA are significantly positive, meaning that the market is more responsive to
media coverage on firms with positive unexpected earnings (current expected earnings
are the previous year’s earnings under the naive model). Conservative accounting
can alleviate the over-responsive reactions of the market, as shown by the negative
coefficients for CONSERVxMEDIA, consistent with previous results. The coefficients
for CONSERVXMEDIAXAROE are significantly negative, meaning that the market may
overreact to media reports on firms’ unexpected earnings, but conservatism can further
reduce the over-responsiveness of the market towards higher media coverage of firms’

unexpected earnings.

7 The results for the short time windows are basically the same.
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Media Coverage, Conservative Accounting, and Market Reaction

However, for firms whose AROE < 0, media coverage and CAR are significantly
and negatively related. This may be because when firms do not meet the market
expectation, media coverage will magnify the effect of such negative news on the market,
as shown by the significantly negative coefficients for MEDIAXAROE, and this leads
to a more negative market response. For CONSERVxMEDIA*AROE, the coefficients
are significantly positive, indicating that conservatism can also alleviate the above
relationship.

Of course, perhaps the market does not care about the unexpected earnings but
rather focuses on the level of gain or loss. As, in China, a listed firm will be delisted
if it suffers a loss for 3 consecutive years, this makes investors and speculators short-
sighted and only care about current profitability, not unexpected earnings. Therefore,
Table 7 shows the different situations for the media effect under different profitability
levels. The first two columns are for profitable firms and the last two for firms suffering
loss using both CONSERV1 and CONSERV2.

For profitable firms, media coverage will lead to higher market response,
magnifying the earnings effect, as shown by the significantly positive coefficients for
MEDIA. Conservative accounting can alleviate this magnifying effect, as shown by
the fact that the coefficients for CONSERVXMEDIA are significantly negative. For
CONSERV*MEDIA*AROE, the coefficients are also significantly negative, meaning that
the conservatism principle can further reduce the magnifying effect of media coverage
on earnings.

For firms suffering loss, media coverage will also trigger higher market return
since these kinds of firms often use “Big Bath” to manipulate their earnings for the
following year or for positive unexpected earnings; thus, the coefficients for MEDIA are
significantly positive.'® Conservative accounting can play a role in reducing speculation,
as indicated by the significantly negative coefficients for CONSERV x MEDIA. The
coefficients for CONSERV x MEDIA x AROE are not significant, meaning that the
influence of conservative accounting is not that strong for firms suffering loss.

In all, although firms or speculators (institutional investors) may try to magnify
the effect of unexpected earnings via media coverage or to directly speculate on the
profitability of firms, media coverage can magnify the information effect. Different
accounting policies will also affect this media effect and speculative behaviour. The
results based on the change in earnings (unexpected earnings) and profitability (gain or

loss) are basically the same as above. Thus, Hypotheses 1, 2, and 3 are further supported.

¥ Among firms suffering loss, some may use the “Big Bath” to manipulate their earnings and some
may be actual loss firms. Since we cannot strictly separate them, the conclusions may be impaired.
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Table 6 Media Coverage, Conservative Accounting, and Market Reactions — By
Performance
AROE > () AROE <0
Variables CONSERV1 CONSERV?2 CONSERV1 CONSERV?2
MEDIA 0.039%** 0.038*** -0.012%** -0.012%**
(15.00) (14.89) (-4.11) (-4.15)
CONSERV x MEDIA -0.002* -0.001 -0.036%** -0.033%**
(-1.70) (-0.25) (-9.41) (-9.09)
MEDIA x AROE 0.008 0.025 -0.084%** -0.096%**
(0.35) (1.28) (-3.94) (-4.61)
CONSERV x MEDI4 x AROE -0.303%** -0.459%** 0.076%* 0.136%**
(-5.99) (-6.93) (2.03) (3.50)
CONSERV x AROE -0.218%** -0.189%** 0.291%** 0.332%**
(-7.69) (-5.50) (10.02) (9.14)
CONSERV -0.019%** -0.019%** 0.060%** 0.055%**
(-6.82) (-6.62) (8.27) (7.62)
AROE 0.141%** 0.131%** -0.191%** -0.196%**
(11.81) (10.18) (-15.29) (-15.54)
ABNTURN 0.025%** 0.025%** 0.028*** 0.028***
(30.36) (30.17) (32.96) (32.91)
SIZE 0.014%** 0.015%** 0.008%** 0.009**
(10.16) (11.20) (5.74) (6.42)
LEV 0.042%** 0.026%** 0.005 -0.004
(7.17) (4.82) (1.33) (-1.18)
AGE 0.005%** 0.005%** 0.007*** 0.007***
(13.15) (13.63) (17.51) (17.37)
4 -0.000%** -0.000%** -0.000 -0.000
(-2.71) (-2.81) (-0.01) (-0.24)
STATE -0.026%** -0.026%** -0.012%** -0.010%**
(-9.21) (-9.45) (-3.67) (-3.25)
or 0.047%** 0.038*** 0.015%* 0.014**
(6.69) (5.37) (2.32) (2.14)
BIG4 -0.042%** -0.044%** -0.088*** -0.090%x**
(-11.06) (-11.66) (-21.13) (-21.80)
INDS Control Control Control Control
QObs. 42325 42325 32234 32234
R? 0.098 0.098 0.101 0.101

Note: The dependent variable CAR30 is the cumulative abnormal return for the 61-day time window

around the earnings announcement date. MEDIA is the media coverage. CONSERV and
CONSERV?2 are two conservatism measurements based on the cumulative accruals. AROE is
the change in return on equity compared to the previous year. ABNTURN30 is the abnormal
turnover for the 61-day time window. AGE is the listing time span of firms. LEV is the
total debt ratio. SIZE is the natural log form of assets. V' is the control rights of ultimate
shareholders. STATE is a dummy variable: 1 indicates that the ultimate shareholder is the
government and 0 otherwise. OP is the audit opinion: 1 indicates a qualified opinion and
0 otherwise. B/G4 is a dummy variable: 1 indicates that the auditor is among the Big Four
accounting firms and 0 otherwise. /NDS are the industry dummy variables for the 12 industry
categories classified by the CSRC after excluding the financial industry. In the parentheses
are the White-adjusted t statistics considering the heteroscedasticity. ***, ** and * denote
significance at the 0.01, 0.05, and 0.10 levels, respectively.
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5.5 Media Effect and Conservative Accounting for Different Types
of Ownership

Compared to those of non-state-owned firms, the managements of state-owned firms
are more politically sensitive (Xia and Zhu, 2009) and pay more attention to media,
especially when negative news break out. Moreover, since there are great differences
between state-owned firms and non-state-owned firms in terms of resource acquisition
(Chen and Zhu, 2009), non-state-owned firms are more likely to rely on the market
mechanism for financing. Therefore, Table 8 shows the results for state-owned firms and
non-state-owned firms. The first two columns are for state-owned firms (STATE = 1)
and the last two for non-state-owned firms (STATE = 0), and we use both CONSERV1
and CONSERV?2.

For state-owned firms, media coverage can increase the market return, as
indicated by the significantly positive coefficients of MEDIA. The coefficients for
CONSERV x MEDIA are significantly negative, meaning that the conservatism principle
can reduce the magnifying effect of media coverage. For CONSERV x MEDIA x AROE,
the regression coefficients are still significantly negative, which means that conservative
accounting can further reduce the enlargement effect of media coverage on firms’
earnings.

As expected, for non-state-owned firms, the coefficients for MEDIA are
significantly positive. Conservative accounting can effectively reduce this influence,
as shown by the significantly negative coefficients for CONSERV x MEDIA. For
CONSERV x MEDIA % AROE, the coefficients are not significant, which means that
the influence of conservative accounting is not strong.

Therefore, the managements in state-owned firms and non-state-owned firms are
different in terms of political sensitivity, and these two kinds of firms are also different
in terms of capital advantage, which may lead to the managements of firms being in
cahoots with speculators in the market. However, overall media coverage will magnify
the information effect of firms’ information and conservative accounting can effectively

alleviate this effect.

5.6 Endogeneity

Media coverage on firms may be due to some specific information, such as
earnings change, the forecasts of analysts, or earnings distributions, which means that
the fundamental characteristics of firms that the media cares about trigger higher market
return (i.e. the endogenous problem). The endogeneity problem exists in most research,
and the current popular methods used to solve this problem are the instrument variable,
panel data, and simultaneous equations. Since proper instrument variables are hard to find
and our data is only for 2 years, we use simultaneous equations to solve the endogenous

issue. The models are as follows:
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Table 7 Media Coverage, Conservative Accounting, and Market Reactions — By

Profitability
Gain Loss
Variables CONSERVI CONSERV?2 CONSERVI CONSERV?2
MEDIA 0.018%** 0.018%** 0.056%** 0.049%**
(9.80) 9.79) (2.97) (2.68)
CONSERV x MEDIA -0.004* -0.002 -0.173%* -0.114%
(-1.79) (-1.22) (-2.25) (-1.74)
MEDIA x AROE 0.090%** 0.097%** 0.043 0.017
4.37) (5.03) (1.09) (0.44)
CONSERV x MEDIA x AROE -0.304%** -0.423%** -0.111 0.049
(-6.81) (-7.12) (-0.82) (0.39)
CONSERV x AROE -0.084%** -0.089%** 0.193%#* 0.114*
(-4.49) (-3.49) (3.44) (1.74)
CONSERV -0.017%** -0.017%*%* 0.239%** 0.214%**
(-7.21) (-7.27) (7.70) (7.40)
AROE 0.115%** 0.109%** -0.039%* -0.029*
(11.37) (10.22) (-2.51) (-1.80)
ABNTURN 0.026%** 0.026%** 0.031%** 0.032%**
(42.52) (42.54) (11.97) (12.13)
SIZE 0.016%** 0.016%** -0.011%#* -0.010%*
(16.35) (16.20) (-2.76) (-2.52)
LEV 0.006* 0.007** -0.048*** -0.054%**
(1.91) (2.57) (-5.25) (-5.63)
AGE 0.006*** 0.006*** -0.003** -0.003**
(23.25) (23.71) (-2.15) (-2.30)
v -0.000 -0.000 -0.002%** -0.002%**
(-1.44) (-1.34) (-8.91) (-8.88)
STATE -0.028%** -0.028*** 0.070%** 0.069***
(-12.92) (-13.05) (7.43) (7.32)
OP 0.034%** 0.031#%* -0.037*** -0.034%**
(5.86) (5.27) (-4.23) (-3.96)
BIG4 -0.074%%* -0.074%** 0.074%** 0.071%**
(-26.49) (-26.50) (4.81) (4.59)
INDS Control Control Control Control
Obs. 69359 69359 5200 5200
R? 0.093 0.093 0.128 0.127

Note: The dependent variable CAR30 is the cumulative abnormal return for the 61-day time window
around the earnings announcement date. MEDIA is the media coverage. CONSERVI and
CONSERV?2 are two conservatism measurements based on the cumulative accruals. AROE is
the change in return on equity compared to the previous year. ABNTURN30 is the abnormal
turnover for the 61-day time window. AGE is the listing time span of firms. LEV is the
total debt ratio. SIZE is the natural log form of assets. V is the control rights of ultimate
shareholders. STATE is a dummy variable: 1 indicates that the ultimate shareholder is the
government and 0 otherwise. OP is the audit opinion: 1 indicates a qualified opinion and
0 otherwise. BIG4 is a dummy variable: 1 indicates that the auditor is among the Big Four
accounting firms and 0 otherwise. /NDS are the industry dummy variables for the 12 industry
categories classified by the CSRC after excluding the financial industry. In the parentheses
are the White-adjusted t statistics considering the heteroscedasticity. ***, ** and * denote
significance at the 0.01, 0.05, and 0.10 levels, respectively.
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Table 8 Media Coverage, Conservative Accounting, and Market Reactions — By
Ownership
STATE =1 STATE =0
Variables CONSERV1 CONSERV2 CONSERV1 CONSERV2
MEDIA 0.023%** 0.023%** 0.019%** 0.022%**
(11.49) (11.52) (5.04) (5.68)
CONSERV x MEDIA -0.007#** -0.007%** -0.081%** -0.109%**
(-3.55) (-3.57) (-5.05) (-6.56)
MEDIA x AROE 0.103%** 0.100%** -0.012 -0.033*
(5.22) (5.26) (-0.71) (-1.82)
CONSERV x MEDIA x AROE -0.112%** -0.098%** -0.054 0.087
(-2.67) (-2.34) (-1.27) (1.15)
CONSERV x AROE -0.185%** -0.143%** 0.130%** 0.189%**
(-6.75) (-4.27) (6.17) (7.16)
CONSERV -0.009%** -0.011%** 0.066%** 0.061%**
(-3.64) (-4.34) (7.86) (7.15)
AROE 0.023%* 0.007 -0.010 -0.017
(2.10) (0.60) (-0.93) (-1.54)
ABNTURN 0.025%** 0.025%** 0.026%** 0.026%**
(37.35) (37.24) (22.03) (22.04)
SIZE -0.001 0.000 0.039%** 0.040%**
(-0.70) (0.08) (18.72) (19.30)
LEV 0.080%** 0.073%** 0.002 0.004
(13.61) (12.55) (0.58) (1.20)
AGE 0.004%** 0.004%** 0.012%** 0.011%**
(13.56) (13.56) (21.72) (21.66)
4 -0.000%** -0.000%** 0.001%** 0.001%**
(-3.42) (-3.54) (8.42) (8.26)
OP 0.062%** 0.057%** 0.033%** 0.037%**
(10.92) (10.06) (4.57) (5.24)
BIG4 -0.036%** -0.037%** -0.125%** -0.125%**
(-11.50) (-12.01) (-17.22) (-17.20)
INDS Control Control Control Control
Obs. 55021 55021 19538 19538
R? 0.085 0.084 0.146 0.147
Note: The dependent variable CAR30 is the cumulative abnormal return for the 61-day time window

around the earnings announcement date. MEDIA is the media coverage. CONSERVI and
CONSERV?2 are two conservatism measurements based on the cumulative accruals. AROE is
the change in return on equity compared to the previous year. ABNTURN30 is the abnormal
turnover for the 61-day time window. AGE is the listing time span of firms. LEV is the
total debt ratio. SIZE is the natural log form of assets. /' is the control rights of ultimate
shareholders. STATE is a dummy variable: 1 indicates that the ultimate shareholder is the
government and 0 otherwise. OP is the audit opinion: 1 indicates a qualified opinion and
0 otherwise. BIG4 is a dummy variable: 1 indicates that the auditor is among the Big Four
accounting firms and 0 otherwise. INDS are the industry dummy variables for the 12 industry
categories classified by the CSRC after excluding the financial industry. In the parentheses
are the White-adjusted t statistics considering the heteroscedasticity. ***, ** and * denote
significance at the 0.01, 0.05, and 0.10 levels, respectively.
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CAR = a + a,MEDIA + a,CONSERV x MEDIA + a,;MEDIA % AROE
+ a,CONSERV % MEDIA x AROE + a,CONSERV % AROE
+ a,CONSERV + a,AROE + a,ABNTURN + ¢ 3)

COVERAGE = B + B,CONSERV + B,AROE + B,SIZE + B,LEV
+ BAGE + BV + B,STATE + BBIG4 + B,OP

+ D BINDS + ¢ 4)

Equation 3 is for market reactions to media coverage and conservative accounting,
and Equation 4 for the determinants of media coverage.'” Based on the 61-day time
window, Table 9 shows the regression results for media coverage, conservative
accounting, and market reactions using the simultaneous equation model. We regress for
both CONSERVI and CONSERV?2.

Regarding the results for Equation 4, fundamental aspects significantly influence
the attractiveness of firms for media coverage as firms that are more profitable and
large in scale with lower debt ratios or unclean audit opinions are more likely to be
covered by the media. Moreover, firms with a more conservative reporting policy are
also more likely to be covered. A higher coverage by the media leads to stronger market
reactions and a higher market return. The results for Equation 3 show that for both of the
conservatism measures, the coefficients for MEDIA are significantly positive, those for
CONSERV x MEDIA are significantly negative, and those for CONSERV x MEDIA x AROE
are still significantly negative, consistent with previous results and expectations. Thus,

our hypotheses are further supported.

5.7 Other Media Coverage Measure

Since the market may lag behind the information disclosure, we also use cumulative
media coverage (CUMMEDIA) to substitute for the concurrent media coverage.
Cumulative media coverage is the cumulative number of media coverage since the

beginning of the time window, as follows:

d2

CUMMEDIA, = Y, COVERAGE,, (5)

t=dl

1 In Model 4, we include some fundamental characteristics, namely, profitability, auditing factors, and
ownership structure. However, other factors, such as mergers and acquisitions and dividend policy,
are not considered in Model 4 because this paper focuses on the effect of media coverage on market
reactions and not on the determinants of media coverage, and the simultaneous equation model is
used to account for the endogenous problem. On the other hand, in the empirical regressions, we also
eliminate samples without media coverage and analyst forecasts to lower the influence of analysts.
Moreover, we use different time windows to lower the effect of other events. Owing to the model
specification in Model 4 for potential missing variables, our conclusions may be biased.
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Table 9 Media Coverage, Conservative Accounting, and Market Reactions —

Endogenous Issue

CONSERV1 CONSERV?2
CAR MEDIA CAR MEDIA
MEDIA 0.068 0.070
(8.43)%** (8.60)***
CONSERV x MEDIA -0.016 -0.015
(-5.53)%** (-5.04 )%
MEDIA x AROE 0.068 0.055
(5.82)% (4.73 )%
CONSERV x MEDIA x AROE -0.164 -0.127
(-5.09)%*x (-3.36)%**
CONSERV x AROE 0.012 -0.009
0.74) (-0.42)
CONSERV -0.004 0.084 -0.007 0.081
(-1.65)* (15.20)%** (-2.69)%** (14.90)***
AROE 0.025 0.023 0.031 0.023
(3.57)%** (2.10)** (4.32)%xx (2.06)**
ABNTURN 0.027 0.026
(53.11)*** (53.08)***
SIZE 0.105 0.104
(46.71)*** (46.52)%x*
LEV -0.041 -0.035
(-5.76)%** (-4.97)%*x
AGE 0.003 0.003
(4.78)*+* (4.81)**
4 0.001 0.001
(1.74)* (L.76)*
STATE -0.018 -0.018
(-3.87)%** (-3.91 )%
opP 0.017 0.021
(1.78)* (2.14)**
BIG4 -0.014 -0.014
(-2.00)** (-2.02)**
INDS Control Control
Obs. 74559 74559 74559 74559
R? 0.0306 0.0508 0.0295 0.0506
Note: The dependent variable CAR30 is the cumulative abnormal return for the 61-day time window

around the earnings announcement date. MEDIA is the media coverage. CONSERVI and
CONSERV2 are two conservatism measurements based on the cumulative accruals. AROE is
the change in return on equity compared to the previous year. ABNTURN30 is the abnormal
turnover for the 61-day time window. AGE is the listing time span of firms. LEV is the
total debt ratio. SIZE is the natural log form of assets. V' is the control rights of ultimate
shareholders. STATE is a dummy variable: 1 indicates that the ultimate shareholder is the
government and 0 otherwise. OP is the audit opinion: 1 indicates a qualified opinion and
0 otherwise. B/IG4 is a dummy variable: 1 indicates that the auditor is among the Big Four
accounting firms and 0 otherwise. /NDS are the industry dummy variables for the 12 industry
categories classified by the CSRC after excluding the financial industry. In the parentheses
are the White-adjusted t statistics considering the heteroscedasticity. ***, ** and * denote
significance at the 0.01, 0.05, and 0.10 levels, respectively.
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Table 10 Cumulative Media Coverage and Cumulative Abnormal Return

Variables CAR30 CARIO CARS5 CAR3 CARI
CUMMEDIA 0.006***  0.008***  (0.009***  0.009***  (.005%**
(16.16) (13.97) (11.20) (7.89) (3.26)
CONSERV x CUMMEDIA -0.003**%*  -0.005%**  -0.006%**  -0.005%**  -0.002%**
(-13.00) (-13.31) (-11.44) (-7.05) (-3.63)
CUMMEDIA x AROE 0.030%**  0.038***  (.049%**  0.029***  0.013
(7.69) (8.74) (6.14) (2.91) (1.12)
CONSERV x CUMMEDIA x AROE ~ -0.034*%*  -0.052%**  -0.097***  -0.024 -0.044%*
(-4.91) (-6.84) (-6.54) (-1.31) (-2.35)
CONSERV x AROE 0.072%*%*  -0.035%*  -0.113***  -0.089***  -0.018
(4.30) (-2.01) (-6.21) (-4.63) (-0.85)
CONSERV -0.001 0.010%**  0.013***  0.010%**  0.005**
(-0.34) (3.98) (4.55) (3.65) (2.27)
AROE 0.033%**%  0,022%*%*  (.029%*%  0.017** 0.004
(4.42) (2.76) (3.67) (1.96) (0.44)
ABNTURN 0.025%*%*  0.016%**  0.012%¥**  0.009***  (.005%**
(43.48) (26.59) (18.91) (14.21) (7.06)
SIZE 0.010%**  0.004***  (.002%* 0.003***  (.003%**
(11.19) (4.40) (2.44) (3.44) (3.06)
LEV 0.020%**  0.011*%**  -0.002 -0.008***  -0.008**
(7.80) (4.16) (-0.87) (-2.69) (-2.30)
AGE 0.006%**  0.002*%**  0.001***  0.000 0.000
(23.39) (7.59) (2.74) (1.62) (1.26)
v -0.000%*  -0.000***  -0.000 -0.000 0.000
(-2.54) (-4.30) (-0.80) (-0.96) (1.56)
STATE -0.021%%%  -0.014%**  -0.014%**  -0.018***  -0.010%**
(-10.15) (-6.71) (-6.98) (-7.96) (-4.45)
or 0.052*%*%*  0.021***  0.003 0.001 0.011%**
(11.92) (4.66) (0.61) (0.29) (2.25)
BIG4 -0.063***  -0.032%**  -0.023%**  -0.014%**  -0.012%**
(-22.44) (-11.82) (-8.17) (-4.49) (-3.75)
INDS Control Control Control Control Control
Obs. 74559 26191 13767 8771 3768
R? 0.086 0.087 0.091 0.081 0.049

Note: The dependent variables CAR30, CARI0, CARS5, CAR3, and CARI are respectively the

cumulative abnormal returns for the 61-day, 21-day, 11-day, 7-day, and 3-day time
windows around the earnings announcement date. CUMMEDIA is the cumulative media
coverage. CONSERV1 and CONSERV2 are two conservatism measurements based on the
cumulative accruals. AROE is the change in return on equity compared to the previous year.
ABNTURN30, ABNTURNI10, ABNTURNS5, ABNTURN3, and ABNTURNI are the abnormal
turnovers for the 61-day, 21-day, 11-day, 7-day, and 3-day time windows, respectively. AGE
is the listing time span of firms. LEV is the total debt ratio. SIZE is the natural log form
of assets. V' is the control rights of ultimate shareholders. STATE is a dummy variable: 1
indicates that the ultimate shareholder is the government and 0 otherwise. OP is the audit
opinion: 1 indicates a qualified opinion and 0 otherwise. BIG4 is a dummy variable: 1
indicates that the auditor is among the Big Four accounting firms and 0 otherwise. INDS
are the industry dummy variables for the 12 industry categories classified by the CSRC
after excluding the financial industry. In the parentheses are the White-adjusted t statistics
considering the heteroscedasticity. ***, ** and * denote significance at the 0.01, 0.05, and
0.10 levels, respectively.
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COVERAGE is the media coverage for each trading date. The results for cumulative
media coverage, conservative accounting, and market reactions are shown in Table 10.%°

For all of the different time windows, the coefficients for cumulative media coverage
are significantly positive, those for CONSERV x CUMMEDIA are significantly negative,
and those for CONSERV x CUMMEDIA x AROE are significantly negative (except
for the 7-day time window). Therefore, Hypotheses 1, 2, and 3 are supported.’’ Media
coverage easily leads to stronger market reactions because the media will magnify
the information effect of firms’ disclosure, while conservative accounting policy can

effectively restrict the intensive market reactions caused by media coverage.

5.8 Other Conservatism Measures

We also use other conservatism measures in the robustness tests in order to minimise
the measurement error caused by one simple proxy. The market to book value (M/B)
is used in previous literature (Wittenberg-Moerman, 2008; Khan and Watts, 2009), and
Khan and Watts (2009) propose the Cscore based on the Basu (1997) model to measure
conservatism for each firm in specific years. We conduct separate regressions for each of
the two alternative measures for the 61-day time window before and after the disclosure
of annual reports, and the results are shown in Table 11 (the results for the other time
windows are basically the same and are therefore not reported). Since the Cscore is
based on the Basu (1997) model, which needs annual market return data, some samples
are missing from the Cscore regression.?? The first column shows the results for M/B
and the last column shows the Cscore results.

In the regression using the M/B as the conservatism measure, the coefficient for
media coverage is significantly positive and that for CONSERV x MEDIA is significantly
negative, indicating that although media coverage easily triggers stronger market
reactions, a conservative accounting policy can effectively reduce this effect. Thus,
Hypotheses 1 and 2 are supported. However, the coefficient for CONSERV x MEDIA %
AROE is not significant, thus Hypothesis 3 is not further supported.

2 Table 7 shows the results for CONSERVI. The results for CONSERV?2 are basically the same; to save

space, we do not show them in the main text.

The results excluding those samples that have no media coverage are consistent with Table 7, that is,

the coefficients for CUMMEDIA are significantly positive, those for CONSERV x CUMMEDIA are

significantly negative, and those for CONSERV x CUMMEDIA x AROE are significantly negative.

To save space, we do not show them in the main text.

22 We use firms continuously listed between 1 January 1991 and 31 December 2006. After eliminating
those samples with negative book values and a total debt ratio exceeding 100 per cent, we calculate
the Cscore following Khan and Watts (2009). Since some firms are newly listed during that period,
there are fewer samples in Table 9.
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Table 11 Media Coverage, Conservative Accounting, and Market Reactions — Other

Conservatism Measures

Variables Sign M/B Cscore
MEDIA + 0.032%*%* 0.022
(10.40) (1.33)
CONSERV x MEDIA - -0.006%** 0.830
(-4.65) (1.13)
MEDIA x AROE + 0.025%* 0.273%**
(2.08) (5.38)
CONSERV x MEDIA x AROE - 0.005 -3.748%%*
(1.38) (-4.83)
CONSERV x AROE ? 0.005%* 3.243%%%*
(2.29) (12.21)
CONSERV ? -0.015%** 0.347%**
(-21.11) (3.24)
AROFE + 0.010 -0.201
(1.37) (-1.00)
ABNTURN + 0.025%** 0.026%**
(43.33) (39.86)
SIZE + 0.004%*** 0.005%**
(4.19) (4.95)
LEV + 0.012%** 0.017%**
(4.41) (4.27)
AGE ? 0.007%** 0.002%*%*
(24.97) (6.08)
V ? 0.001 -0.001***
(1.62) (-3.79)
STATE - -0.023%** -0.045%%*
(-10.95) (-17.49)
OP ? 0.046%** 0.012%**
(10.41) (2.92)
BIG4 ? -0.063*** -0.059%**
(-22.36) (-17.54)
INDS Control Control
Obs. 74559 55161
R? 0.086 0.080

Note: The dependent variable CAR30 is the cumulative abnormal return for the 61-day time window

around the earnings announcement date. MEDIA is the media coverage. CONSERV is the
conservatism measurement. M/B is the market to book value and Cscore the conservatism
measure of Khan and Watts (2009) based on the Basu (1997) model. AROEF is the change
in return on equity compared to the previous year. ABNTURN30 is the abnormal turnover
for the 61-day time window. AGE is the listing time span of firms. LEV is the total debt
ratio. SIZE is the natural log form of assets. } is the control rights of ultimate sharecholders.
STATE is a dummy variable: 1 indicates that the ultimate shareholder is the government and
0 otherwise. OP is the audit opinion: 1 indicates a qualified opinion and 0 otherwise. B/G4
is a dummy variable: 1 indicates that the auditor is among the Big Four accounting firms and
0 otherwise. INDS are the industry dummy variables for the 12 industry categories classified
by the CSRC after excluding the financial industry. In the parentheses are the White-adjusted
t statistics considering the heteroscedasticity. ***, ** and * denote significance at the 0.01,

0.05, and 0.10 levels, respectively.
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In the regression using the Cscore,? the coefficients for MEDIA and CONSERV x
MEDIA are not significant, while the coefficient for CONSERV x MEDIA x AROE is
significantly negative at the 0.05 level. Thus, Hypothesis 3 is supported.

VI. Conclusions

We find that in developing and transitional markets such as China, media coverage
can magnify the market reaction. This effect exists for different firm performances,
changes in profitability, and different types of ownership. Conservative accounting can
restrict the speculative effect and reduce the magnification of the media effect. Our results
show that media coverage plays an important role in the securities market and heavily
affects the wealth of investors. In order to better protect the interests of investors, the
media should be properly guided and monitored.

This paper investigates the role of the media in the development of the securities
market by empirical analysis and provides some evisdence. Meanwhile, we also show that
accounting policies significantly influence the speculative behaviour of the market and
affect the efficiency of the market. Therefore, research aimed at improving accounting
standards and measurements will be beneficial to the soundness of the securities market
and the protection of investors’ interests.

Another interesting issue would be to investigate what kinds of firms more easily
attract the media’s attention. Our paper just focuses on the influence of media coverage
and the effect of accounting information quality on market reactions. Therefore, there
may be some research design bias in our model which could be further investigated in

the future.
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% The Cscore of Khan and Watts (2009) based on the Basu (1997) model measures conditional
conservatism, while the cumulative accruals used by Ahmend and Duellaman (2007) measure
the overall conservatism. Since it is hard to measure unconditional conservatism and to separate
conditional conservatism from the overall conservatism, the results based on the cumulative accruals
may mostly be due to conditional conservatism.
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