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Abstract

Purpose - This study examines whether internal control has an effect on stock price informativeness
about future earnings. High quality internal control provides continuous assurance for the quality of
financial reports, and these future earnings-related information is accurately reflected in the current
stock price.

Design/methodology/approach - This study collected 12,862 data from 2006 to 2021 in China to
make an empirical analysis using the future earnings response coefficient (FERC) and the multiple
regression analysis were hired in order to analyze the data.

Findings - We find that internal control strengthens the association between current returns and
future earnings, indicating that more information about future earnings is reflected in current stock
prices. This positive effect exists in both the main board market and the growth enterprise market
of China's stock market, especially in the main board market after the implementation of the internal
control policy. In addition, we find that the positive effect is weaker for firms that report internal
control deficiencies or receives non unqualified internal control audit opinions. The results using
earnings persistence yield similar findings, further supporting the results based on the FERC model.
Research Implications or Originality - Our tests provide strong evidence that the quality of internal
control affects FERC in China stock market.
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WEAe 51 F shus AFEaLe] AR, ASA, FEEE Fole tl AHComm- ittee of
Sponsoring Organization, COSO, 2013). o]e]zzto] IS = 7190l Wi-sAE
Beste] AR AS AL FAA ] AHAE =Y F AER E—ﬂ.é‘}i’ Act. 53 ]iol
A2(Enron)Abz o] F A€ AR l=-2&2|Y (Sarbanes- Oxley Act, o|3} SOX ®<h) o] % of#
Yzt vis=gt ARE 29t 719 WE-EA AAE Beetal fR-sA FEE IetES a7t
=& 2008, 20109 slujet S Agste] A Wi-sAl AAE A TS5k Wi-EAl
AAME BtEE fstal X Aol mEW 2007 T35 AFD AlFolA 11.35%2] 244 3|A7L
WHEA X4EE 37Nek7] AFRAL, 2018 ol 21 HlEo] 97.93% 744 S7FekTt. 3t B2 Aol
QJulk-2-Al4=(Earnings Response Coefficient, 0]3} ERC)E o]-&3te] W57} o]2]e] Ao n]X]+=
e EAA. WEEATE XWVGO 2 QMH o R o] AE A F A AT w) vl
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2714 7§°l§°ﬂ u2H F219 7kE 7199 nHEFEE e dA7Fer 2ok, wheba
B AFeA F7hEe FAAEC] 71449 vlefol<lel tidt 7ldle] 4788 whdgth(Kothari and
Sloan 1992), FA= 3|Ate] AFARE o] &3t 7IXH7tE staLl v e]ds AFsct, a3l
URSAIE AR g To] ExpxlolA TS & 5 1 EAHA HHE A Fste] TR}
A& =S FAY 4 Jar v Ag 7} vk HEE Fo] A wjES oS adem ¢
T Ak, wEkA WEEA7E lgjol el gk FrE R nXE IS 79.%—‘ = AL S23% FAolt),

B QTE 2007d%E 20183717 el EAA N L} AAZAAN L) A 12,8627) Ao
FEo2 B} ukg-o] AlZbo|A] mEo]uk-g-A|4=(Future ERC, ©]3} FERC)% o]-g-3to] W55t
3| AARY o] BAES EAsT FERCE AP7HAZAA o2 ] /NdS vhodala Exkazt 719¢] ul#o]
o] Tl i3t 7|dlE F83] wgsln], Fxxke] Zldivt A Ers AR A -89S IS
b =go] "k @75 YREAA Sz a4 245 FAHoR BeElE we 5 Qe
A7la, B7) A9l AZHS nhgo 2 B FERCE B8 @7] F214:0]0] nlgjo]ele] th) @ﬂ%}ﬂl
o UEAE o] A vHEFE F Jon, UlRrEAle] Fdo] AR A 84l nH
g WA dwshe o =go] ok

B AT AR A= ot 2o 3, RS Ale] o] H&5E FERCIT 52 A0 R JEy
otk &, UlREAle] Ho] B2 A nlefole gt TR TFH FFE vtk Aot
R, WREA Adte] e 717 vIAA WFSA ZAES e 72 o]l AR AT}
ottt AR, AE RSt FEAEDH FPIAEI R o] B A, WRSA7E nlEe]d]
o tigt F7HER FAHA FFE vAe= g FIsHATh. E3, UIRSAAE Al A A5 240
A BAAA Aol o] BAE AHEA ehgkort, AA FollE did BAF A= UREEAA=S)
F7PR ) v A fFadE ERlaksivh. A, o]¢le] A& d(Earnings Persistence)& ©]-8-3to] m]zjo]
oo gt F7IHRAGS At ATEA S FY3 o, FERC B8-S o]&3t Ao} tiA= v]523t
A7g HAs It
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1) AF(A-shares)& S5 W 55 AP} wasta Iujd d=le] ddrks oRRISIE FAske] $= ol 7%, 27 E=E 7ile] 9t
st Ao 9l Ang & S’Jt BEF 2o, Hag 5 st F22 AT, BF, HF, NF, SF Fo] vk

2) F% APF(Main board market)2 F3 SAle] 7P FR83F PO AstolF 47{3}1*9% ARZAAN L A2 & %ﬂ?iiﬂi
1990 129 19dell 2 Azt T2H oz AR, T3 Aol g g Sake A o 23 AHE Y
74 3&E7e A 71gelth,

3) &4 A13(Growth enterprise market)2 F52] & Al B 4% 719& AYskan £37] laf 20009 11€ AAFAAH
*01] A T AP waste] )i A 7194e] A4 AR Ealdel o B B V1Rl A Al A
g 719 OiREe g 7% ARl AR 4FEel =AW, Y 7izte] #a vk e At wrh
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¥ Ao Aok et g FUAS /I WA, FIAFL o TApe] U FERCE
qjstel vlzlolols] Wah 7] FAFolEel vA AGE Asnephe Holh, T2 9] ololg
aefe FAe) APATSE Bel WHEA A%, WEEA 2 WREA A, FHRY 58

53to] vlefoldel gt BAE AFSIALH HollA 71& Aol AFhAo] St} o]F F3le] E 9
ASANE YREAES B8k a7} nlgelle] F7EA tigt a7 N2 FAE ATt
Aollx] oof7t gloh, &4, 712 B3 s UREAe} siAER] A ko] #AE ATI o
£ A7+ FERCE =9J3te] 28aas Ba UlR3Ale} nlegole)o] tist 71417t #AE AFAUCE
AR, B AT7E T3 MR T2 ARG AR 3de AP tigk Hs 2 A2 9] AF dAd
A UREAZE vl el tidt SR A tigt 93-S necke Motk 53] Fuldb= F834F
£ Aoz TSR UlREAl 2 w2 g8 5o Alart jinshA 2AEiaL ol 7kl IH—“%—‘?ZMI
o Fa4d B3 FAo| ulf FolAE FAR, A FRAAME V& UiE xﬂlxﬂ = 1ok
LAt ookt Ans AsetaL glok, olgfet Aol T AIE e R 3 AFdolE YREAY

JJrHOl 719¢] mlefolde et Fro} AdE & ris HHL T 7|E ATl ﬁ}cﬂ Ul 55412

24& ol 3 AES 5 e SRS APHES AT 5 e, ¢ =7k HudTE et

S5 0% Bl Bp 978 B 4 Ao 49 £ GE S} gk @ 4 3

B mge st ol PG I Aol W7, AT AEsh AL, T Pl d7E
He e TR Aol el ANSSI. IV BolE AR A 2 37124 AE AN
o wiAEe R V s AE @ @Al el s

QEAE Z1ge] FRAn A4e Ansta

3 A S =44 %Xﬂ
ko] ARk, 2041716l SolebA oljxAe] Rt A AAWEA o
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APl A e A4
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227} oA A FAAPNAl ket A4S Holghd AAw ARdoltt. o]F we Yyt WatE S5k
AZE WREA AAS Egstal Wi-eAl JuE elskes A3, 22H s At ARAAE
Ndstar FARbAl nFA ] AAREE AT HIE 7t ot 204]7] & EEE SOX ¥t T
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40442 #Ejate} AIZIARIO] ICFRY frEAS H7IetaL o8 FAES a7t FAH LR A
404(a)de AR YRS T2} Aabe] fEAS o] 2 Frista sty SddeRy
N 1 A#g Hustes Qg A404(b)He SATAIIC] B AReA AR YREA] Fa
Aol dig Frhe FHsles a7stal lon, ofF g, YR T Hd Ang =k 59
73S AelsdaA gt AAFAAHLE 200697 200736 WHREA NS wFate] A4d7]de] &
WA o2 YRGA HRIANE FAES Auaheh. 2008 wEE VIduREAl 712 2010
d e A A A A4 Xlzt‘.% 3 SOX HeHS FAske] 2012 149 1ol Ha =] om,
olo] we} 2012 o]F UIFEA HHE I AL AEH g IO,

|
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4) 2007'A%€] 20123 Alolel] Foll ] UREAl A BRI E URE 37197 WE-EA IS AR 3g71g0] 2t
It 52.77%, 21.96% Eollx] 20129%€] 2018 Apololi= 2zt et 95.83%, 74.18%= "¢ F713lict.
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A T8 HE F shve AR HE gl Zoth, 20021 SOX Wit o] ZhmofA
OIE}E} ARG S HEIAL, o]F B2 ATV FFEAE IS WEEAl ARE o]83te] UHE
A7 FAHFES] Hol| nR= FFE AFEA AT, APAFAAN YREA dS Friete WHe F2
T 77 ok A A= SAF WR-EAle 313 wet s AAshE Aotk WR-SA A7}
HIXE FVNEFEA], WFSAZE FESA, WR-BAIZALE 34, UlF-5Alol Aol JUe=A], WA
AL A 5 YuiSE A T dlAle DIB WR-SAIAFIL} AFdY YRE-5A #2505 e s}
A WR-EAY g Hrhehe Aolth. FTexe difEe A7+ DIB R ESAAFE A gt
Doyle et al,(2007a)A7oll4 WF-SA Ao] EAlsh= A} o]ele] A o] A& Ao v A& JFFS
AEsta, B YA AFHEE AdE ADeA] X & d+S 2AJq Ashbaugh—Skaife
et al. (2008), Chan et al. (2008)°] 2|3 W54 Aglo] U= Al oA ¢ Wol At
WE-SA A WR-EAl Ashs R8st SIAIHR FAle] oF Foln 52 % Fdehe H =80l
He}, S0l Qi et al. (2010), Zhang et al. (2010), Fang et al. (2011) o] X554 AHH7}H
A, WREA 33 JESA S T ARE AF B8 1F2 WESAVL A0l AS s
T ASE HEYY. Mei (2017)& LH—;—%XHI] AA gge] FAARY HarbsAdS dAs] A &
S5 WA WU et al. (2018)& UlF-EAo Aol = Ak o]elzxA Ayl v A3 AFH
o] o] H|w4 "ozt HIslth Guo (2020)= WREA Ago] AFgH e oHgAde Hojxg

oz A=E F/MITE AL AP, o|HH T ARAPES Yo g AFATE URE
Sto] EAlsh= 3lAke] SAIHE ] Ho| WHeHE 1FA UREAE FAgR] Hol| TAH AT
3haL W H-sAl Ao WS S3le] AR AVEE A FJRAg o] MAs= AAH 2dAE dslet
H =go] "Evhe AdE HoFa Qi)
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2) DJOIl0] CHEH FIPEEA U HTTHA

Brown et al, (1968)& nl7|te]o]at 7} n|AdFolE Atelo] fFoAl &) #AE &S
S 5 B2 At ASATE 8l FAle ]°‘°] F7he v A= ZRxE-E A o] EASkaL FApRbe] P9
o JFFE WA F vk AE B g AR8ES AR, g LH-“r%Zﬂﬂ- 3|Alo1o)e] Ag AARHO
2 AT F QoA Be AL WREA Y XA EA He AFE FF AT ]’é‘ 201 Wu
(2009)= F2wie] & 1d F<re] F2 vl WA AL 7}214% 9& T
‘ﬂ AANE ARA E2 7199 WEEA BRI 719 AR Rt THAAEAAS Ev%%l T U}*

AL 433}, Dong and Chen (2011)£ AP WREA F7HAGFE AT qlol WREAI9 o]l
é‘ﬂ'f’/] TAE A7 A AR WY Sdoa nFHe YREAZ} olele] S FYANATYE S
AT, & AR vkl §lo] gAY Ho] &5 ERC/L Ath= Aotk Wang and Shi
(2016)F WR-SAA R ZAZAZ WHEA Ao w2 o]dFR &S At Ao oetd
WE-GAATHS TS 3Ake] ERCIF o211 2o #AE Belnt, & HREAlo e 23S
FAst Atk A= 3lAF ERCOll mAj& 2441 JFS ¢l o]Y A7+ tiiE ©7] ERCE

o] g3lo] B8 Aol Xk YRFAE o]YR|&AdS AR Y 4 ). Xiao and Zhang (2013)&

5) DIB W¥-5A A5 535 A3 R5A 257 A" (2011)0] Adste] Sof S
A FARAFR ?*5151 LHj%ﬂl A5 sk UREA =) gleans] 58S 3

6) AF) WRBAIAGE A WREAlgAe] 2E3 T AL WIREARE(o)st AR YRS ]X]‘T“j/]' gholet, &P A
T 20109 69 “oPOl FAR T A PREAAR(2009)' 2 WEE 0P, 20119 99 FslolFAR T I}
YREAA4(2010)' 2 & 23] wiEsic})
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YWREEA ZA]AS o] &3to] UFEAle] A AFEMe 2o, A REAY Ho] 2855
Zdo] b= AL WA} Fang and Zhang (2013)2 WREAo] AT o]R|& A7} HFE
o] FHAATL Yrhe AES AT Li et al. (2017)2 WFE-FAe] AA g7 o]x|&
Frolgh AHAATL JFS FAEAE, olASAS AT SN d55E AEFHoR
Foll= 2o AES Aok

BAE] F-84 SHAA 2wl o]AEAHL B o]elef mg o]l gt &S 5HE vhdEta
FAALY] BAA AR H HPHor Addn, At ARo|Re mEH F2]¢] TFX= 7199
HHEAFEFE 7R e] AAZER9 2L v go]ele] SAHG =T T[] AFT IAFR] ol w2}
ztel7} whAgitt, Y REAle] do] &2 7|qdo] AlFehz 3AFEL do| H&FE vl o) dS3te
EGAAH ARE2TE FY 5 Ak olAL FAl FUte wlegjo]e] ARE HH3HA W Aok,

weld B AT FERCE ol8shel vle) o|olgurt @Al Fa50lgel vAE e Bhsiag
g}, Collins et al. (1994)¢] A2t AAA o) 2o A7) o] B ATl FERC 3L Ad3|A}e]
ARERAY A=, FAANGY 284, F/HREES, T8l oo As Frisks | AR-EHIL St
Z FERCZ} &= 22 AR Ao] o Eohe Aola, 7Pt ¥ 58208 A= g8 ong),
AR e g AR dE5ES A F dvke A onjgitt, oeba B AT elA
AR -F7(Lundholm and Myers, 2002), MD&A F7](Muslu et al, 2015), F217]5(7 92F) E 3 (Choi
and Kim, 2017), %A% v27}FsA(Choi et al, 2019), 7-AM] D3] o] AEA (%02, H X3}, 2021),
71901 e] EFHAMEE T, 254, 2021) 5 FERCE FIAA dS5e8s 7Hdstn FapatelA ¢
st 945 st aal stk ERCE @715 9& g o 3= vh& ARl v, FERCE WRFA7t
olelw ol Hoj wjX& F7|H ol A&H I JFFE ATl TS st B ATolAe ol
FES ASs] d8 v 2ol Mds AAe)

H1 WF-sAE a3 dass vefolol e F7PRAde =& Aot

m ATPIE P B2
1 ApEel 44

Collins et al, (1994)2 F7}-0]¢] #HA(return—earnings relation) 28-S AAgtaL 7] F7}1o]| <
o] ul#} 7ithrelel 3 FRE gt Lundholm and Myers(2002)& Collins et al, (1994)¢] =3
< gdistar JEI7) &Fo] AA FAgelH ng o) 1o #AE AT E AS A58 AR
52 FAAA ¥ e AEE AT F JL FAARE vlgo]ds v & 58 4 9lon, oA
19ell&2= @A F7tel B2 2 wkadd Zlolt}, o] FA| wlEe]d] ARIt dA F7tel ¥hisEe= A=
ul 2l o]Juk-S-A4=(future earnings response coefficient, o8} FERC)2}aL 3t} FERC Eﬁé% o
AT-ellA wgeldel tigk FHERAAE SAske er dy AREEA tk(Collins et al. 1994;
Lundholm and Myers 2002; Choi et al, 2017), @etA] £ AFox= @A F7171 vl gdrns
HHdstal e FES FERC RES o]83te] &4t FERCE &43te 7I1ERF2 oy 2(1)#
2},

O

RO



260 Asia-Pacific Journal of Business Vol. 14, No, 4, December 2023

Ri = Bo + BiXia + B2Xi + B3Xis + BiRis + ZIndustry + ZYear + & (1)
Ry ] @ o]F 59 wRE 19 Fete] wMd-BiFAED
Xt t17] A7]AH20]9-&(ROE);
X 7] A7) AL 0] 9 &(ROE);
XKia! 17158 +37]74A] 9] &}7] A2 0] ¢]-&-(ROE) I
Rus! ] & o]F 59 IRE 3d et WiYg-ERFYE;
g 2z}

9 2(DellA] B7] F2l5=0183% nlFo]ole] #AE vEhll= Al B5E FERCY S43hs vehdct,
=, B39 FAgke] 255 @A F7Pt At wgolg tle & wkdstar glom, webA] wefo] el
ek F7PgrAde] o ral & ok & dAellis sl ol wiet vjo] el thgk F714
BAo mAE IS AHRr Al 2(2)5 AAsAt 2(2)% Choi et al (2017)2] FERC 7|22
FaHe] WEEAAFICQIE EFet WHSAAFICQI (1] FHHFEXi1, Xi, Xis,
Ris) Zte] wageE F7hetgint. £ AmuAgdast g Aduydass w2 el

Ri=Po+P1Xie1+B2Xit B3Xis+ BaRiss+ PsI CQirt Bl CQieXie-1+ B71CQiXirt Bl CQieXis+Bol CQirRis
+ Y Industry+ Y, Year+g, (2)
ICQy : DIB WXEA|x4=2] #AFAt)<=(The original data collected are from DIB database.?)
ICQeE DIB = 47434 YREEAA G 2] AA)=100]t}, DIB WR-EA| A5 Wiea] 7121z
AA N wel WEEA T, B, AR kA, A, A S B3] Ad H=E aefste] YREA7IEA
FE AARIL WREA Ashs FAAFE Aol WRSAZBEAFE A HEH o= 23]t

WREA et 22a welsde YA Bolthe AR 1S Sow T )Y hrE
A &9l fE4e BAIT DIB WHEA A7 455 WHEAlS] ol Frhe A olvishes

o
e 2 AY, WHEAASICQI7E EHAFE FERC 37bshe 28 olvlgn.

Rie=Bo+P1Xi1+PB2Xirt B3Xiz+ B Ris+B51CQirt Bl CQiXir1 + 871 CQieX it Al CQiXins+ Aol CQiRirs

+PControlvariables+#XzControlvariables+ Z Industry+ I Year+¢ (3)
Size: ] FARTE Ad=a %
MTBy: 7] AIZPEREE(E AR/ A7)
Eamnsidy: 027198 U174A) (EBIT/FARY) B3}
Growthy  t17]1%E 171744 FAR 714

7) Rit vdz=e] FHFef gt Faoa 71l B A AR el FAIYe] ofdE 49Tl
(t+1)7]9] 49717e] L2l ES AMste] Ritg ARIaSitt

8) B 7o) 2(2)9] FHBA M Sguse} BAMSE, dela wald Alole] vl d(mult-icollinearity) 412 a7 918
Al Btsilsimean centering) WA1& ARSBFSITE FAIH R, wAES FAI8k= A& (continuous variable)Ql SHwS
gl s Aol gl WIS 23 FE Ryl ARSI, wAgE HiEe ARt 3 ghe olgdte] Agejatsitt.

9) DIB database(DIB W-gxlel el=a #e] dloJeulo]2)= DIB7|Yelaa #ef7le faaApt A7Nes S5 Hze Wierl
o} g3 gefRoke] i dlojeluo]2olt}, DIB database= #|59] Audit Analytics Database® vl 2 HLI%U= 7149 &
MNARE skl 9719] tiE A& dloleimol, 409] Fle] Auuolewolg AL, 23 YREA dolEwel e F
2 el A, el EE/NAS, WREAl W/PEE, WREAl AR, WREAl W7, el AR, UR-EAl
ARNG7NE, W-eAl BT £ 55 EFUTE

10) DIB W5-EA| Ao B2} vl 27] wiiol] & A7+ o] A5E tisegl Aelste] ICQE Ln (DIB W64 A7) o2 Ao
gk,

po)

& ek, ]9] 5ERE
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A ATl FERCO Q3S v & e HEES 2(2)d SAWSFE F718kdsd], 7Alzos
71 4R (Sizey), SAFAI(MTBy), =54 (Earnstdi)® 47823 (Growthy)-& E33Fdct, 712 A
CuAdEy @ AGuAERE 22| T3Ent

2, FEAA

oﬂ:rL___ 20073 H ]:4 20181;]7]].}] )\]—a'H z‘:‘ﬂﬂaﬂ 9} ]F;ﬂ% qﬂaﬁioﬂ )E};g'% A_Zl‘11)7]<§% DH)E}Q—ﬁ
o].aﬂ,/] 7e 228 719-dx TR ALY

(D) B 344 2= 719
(2) ST} ST127)1¢]& A2
(3) #4o) BLY WE ATAR @ DIB WREAAFE T8 5 A& /1Y

AT-ollA FERC 17X Xiz ,Riz) S A= 20079 A 197 2018 & 3d 9] o]oj3} 2405
o] dQ3tEE A A o]&e Ar= 200065 H 20219710k, 89L AMEHT I9 540
tg2n Az ARFIE 5S4 ‘é}ﬂ‘r B ALJstnt, 28]l ST ST79& A LIstaint. ol
< WSS BESE F 12,8027 FA-dmolw, A B A4 A= (Table 1)
Bustg. B oo Fed graas 22 4479 A 9T do]gH o] ~(China Stock Market
& Accounting Research Database, CSMAR)o|A &30, YR EA A= DIB WRSARFZ

o] &3t3tt. ol A= AT Adtel FFS WA F oA £ AFellA *é%”?i—r F HudsE A
YR MEEL sl 1% o2 A (winsorization) 3 & A1)

Table 1. Sample Selection

Criteria Total
Non-financing, Non-ST,Non-ST" firms listed from 2007 to 2018 27,306
less: the cumulative return ( Ry ) missing variables (11,100)
Excluding firms with internal control index missing variables (268)
No disclose firms with internal control defects (3,018)
Other missing variables (58)
Final Samples 12,862

(Table 2)+= A=W ¥ FTHEYE HolF= tﬂ Panel Ax= e
A&H o7 F7Ist, g0l AT T3 *J’%QA} =11 1O9°]J— AF %‘Qj&”‘c}’%ﬂ*} FE 1,7530|t},
=

Panel B&= A 2 ¥

el
)
o
>
O{N
(@)Y
N
U\
X!
XX
fr
é
}4
2
2 1
P
9'_‘
111
o
=2
L7
>
i
N
2
i)
2
M
el
&
kv

1) BFE F2 o5l Ad} shed FHel meel $298 o5 BRE WAT Ve Aot
12) ST719& 24 B9k 7% 42 T1saiAd Adae) 2% A7Iele. ST7I49e 39 8 A% £48 7158 715l 2
A3 T2l Ade Q) G
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Table 2. Sample Distributions

Panel A: Year Distributions

year Main Board Market Growth Enterprise Market Total Ratio
2007 89 89 0.69
2008 447 447 3.48
2009 524 524 4.07
2010 749 769 5.98
2011 796 857 6.66
2012 784 859 6.68
2013 779 856 6.66
2014 786 862 6.7
2015 945 1082 8.41
2016 1,316 1,575 12.25
2017 1,692 2,104 16.36
2018 2,202 2,838 22.06
A 11,109 1,753 12,862 100
Panel B: Industry Distributions
Ind. code Industry Number Ratio
A Agriculture, Forestry, Animal husbandry and Fishery 171 1.33
B Mining 310 2.41
C Manufacturing 8,306 64.58
D Electricity, Heat, Gas and Water production and supply 498 3.87
E Construction 392 3.05
F Wholesale trade , Retail trade 713 5.54
G Transportation, 486 3.78
H Accommodation and catering 47 037
I Communications, and Utilities 665 5.17
K Real estate 628 4.88
L Leasing and Business services 130 1.01
M Scientific research and technology services 94 0.73
N Water conservancy, Environment 122 0.95
0 Public facilities management Service 17 0.13
P Education 7 0.05
Q Health and social work 26 0.2
R Culture, sports and entertainment 118 0.92
S Comprehensive industry 132 1.03
Total 12,862 100
V. 5w 2%
1. 71EsAZS i
(Table 3) & 2 Q70| AHgE WsEe] 7EEAFoIT). WA FHu5e FAFAERIS) FHE
24)& 0.053(-0.078)0] EFHxF= 0.4722 Yehydt), A7) Bao)d(Xwyd Hid 294+ 4
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0.092¢} 0.086& WrebtaL, F7] Hato]f(Xyo] Hetdt 95 22t 0.082¢9F 0.079= vepyktt, 343t
mlefo]f(Xig el B (FHF)2 0.204(0.213)2 Yeputar, 3zt F45:4E RS H(FA5)
0.304(0.071)& vrepsteh, B4 WRESAAF (ICQw | B (F94)E 6.592(6.595)Z vreih
o =g FARE IR Sizey), AZPEFHIEMTBY, ol¥Ed(Earnstdy), "HEASTHE
(Growthy) 9] Bt-& 747} 22,275, 0.34, 0.029, 0.3812 Rt tii-e] W Hat 9 Z9l5e A3

Fob A2 AL A FAT 5 9k

r\l

E b

Table 3. Descriptive Statistics(All Samples, N=12,862)

variable Min 25% Mean Median 75% Max Std. Dev.
Rit -0.538 -0.246 0.053 -0.078 0.181 1.989 0.472
Xit-1 -0.291 0.042 0.092 0.086 0.137 0.407 0.094
Xit -0.378 0.038 0.082 0.079 0.127 0.376 0.099
Xita -0.975 0.088 0.204 0.213 0.354 0.937 0.286
Ri -0.915 -0.300 0.304 0.07 0.752 3.188 0.832
ICQi 4.605 6.592 6.595 6.654 6.695 6.925 0.318
Sizeit 19.219 21.352 22.275 22.094 23.039 25979 1.303
MTB; 0.008 0.227 0.340 0.318 0433 0.779 0.154
Earnstdi 0.001 0.009 0.029 0.017 0.034 04 0.039
Growthi -0.748 -0.034 0.381 0.130 0.406 8.429 1.064
Ryt ] & olF 5¢ IRE 1d Fete] mY-EirE
Xie1! t-17] A7| AL 0] ¢}&-(ROE);
Xi: 7] A7| AL 0] 2] & (ROE);
Xira: +17]5E +37]74A] 9] A}7| 20 €)-&(ROE) I
Rii3: ] & olF 5¢ IRE 3| Fete mY-EiredE;
ICQu: DIBHR-EA A A 4=(The original data collected are from DIB database,14)
Sizey: 7] FAe A2 7k
MTB;: TIAZPEREE (FAREAI7H
Earnstdy: 271 %€ U7hA] (EBIT/EARE  BEFHAA)
Growthy:  t-17]%E] 1171744 4215748

(Table 4) & FERC E& 2|9l 2(2)e] W59 gloj&(Pearson) J#AAE BoFrh, FAHoR
719 F7FEAE R )9} (t+3)7170A] 2] o] (Xy, Xiz)H F(+)e] BAE, t-17]9] 0] (X)), UH
ol% 5¢ WRE 3d Fete] -5l ERe)T () BAZE ok, =, R U5 A=ICQ0
o} foldk k(+)e] FBAAAE Zta ot

13) Ry td=9] FA el gelrh, FxolA A71de] A A7 ARIEIA e FAIYe] dr 49Ul 218 7RIS, t7]9] 595
H (t+1)7]¢] 4971A1e] E50lEE AR3E R & AlXFeFAITh

14) DIB database (DIB Wi-5A¢} gl2= &) ulojelu|o]2)= DIB7|Qelaa Belrle faa3rbt d7ds 3 Jxo Ui
EA9} gla= FejRore] AR dloJgu|o]2o|t}, DIB database: £1=¢] Audit Analytics DatabaseE vpgo 2 @ALUE= 717+
o] IMNARE 8t 970e] W T dlolelMo] 2z, 404 Jfe] MuHolEMo)l2gE P, 1 Folli WA dlofefHlo]
25 F2 WA A5, WA AERENAG, WE-EA B7PER, WE-EA ZAPdR, WAl B71A%, Wi-sAl ZAREs, W
oAl BNAVIE, WAl AT 52 sl
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Table 4. Correlations matrix for regression variables (N=12,862)

variable 1 2 3 4 5 6 7 8 9 10
Rit 1
Xit-1 -0.032"™ 1
Xit 0142 0551 1

Xia 0.169™ 0392 0493 1
Ris -0.179"™ 0.088™ 0.034™ 0231 1

ICQi 0.049™  0.234™ 0287 0.176™ 0.038™ 1
Sizejt 0010  0.104™ 0122 0.069™ -001 0.092™ 1

-0.090" -0.090"

MTB:  -0.146™ -0013 0.145™ 0.056™ -0.010 1

~0.2077 -0.066 0B prgg 0013 1

Earnstd;; -0.059™ -0.042"" 0.006

-0.045" -0.030™

Growth, 0003  -0012 003~ -0003 OO -0.101

0.042" 0.004 1

Notes: 1. Refer to <Table 3> for variable definition.
2", ™ and ™ denote significance at the 0.1, 0.05, and 0.01 level, respectively.

olEd A 7] WHEA FEol BT T 719l vl i Fo] wolAA
Hlof wjolejel this wkdsle B7)e] FAFAE] T AL ofvisht AAHR] B T oA
FAH oz AuEc

2. AFEXN A5

(Table 5)= W57k mlho]ofoll thet F7HHEA A vlAl= dF& A5 Aelrt. A(D(2)(3)
A A(D(2)(3)9] BFE FHF Ads sttt A(1)(2)(3)e] FERCEF A Xiei, Rzl A7k
= 1% FEAA ol ()2 B, Xi, Xl AT 1% FEolA Foldh o] dAE B
A ATet A2 FARE AS &l & ok #AE ICQXize] F(2)lAM A2 0.098=
1% FEol Fo #e Hol WReAAs7t 2555 FERCTL st e ot

Table 5. Results of Hypothesis

Ri=Bo+B1 X1+ 82Xt B3Xis+ BaRis+ = Industry+ X Year+e, 1)
Ri=Bo+ A1 Xit1+B2Xirt B3Xis+BiRis+BsICQirt Bl CQirXir-1+A71CQiXirt BICQiXiiz + Bl CQirRir3
+ZIndustry+ Z Year+&, (2)
Ri=Bo+B1Xi.1+ 82X+ B3Xiz + BiRiz + Bs1CQir+ Bl CQiXir 1+ B71CQieXir t BsICQieXirs + Bl CQirRir3
+ﬂkControlvariables+ﬂint5Controlvariables+ ZIndustry+ X Year+é (3)
Rit
variable (1) (2) (3)
Coeff. | t value Coeff. t value Coeff. t value
constant 0.100™ 0.040 0.099" 0.040 0.069 0.040
Xit-1 -0.755™ 0.036 -0.793™ 0.038 -0.791™ 0.038
Xit 0.607™ 0.036 0.618™ 0.039 0.565™ 0.040
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Xita 0.276™ 0.012 0.286™ 0.012 0.269™ 0.012
Ris -0.059™ 0.005 -0.060"" 0.005 -0.058™" 0.004
ICQy; 0.005 0.0M 0.007 0.011
ICQiXXit-1 -0.178™ 0.060 -0.192" 0.060
ICQi<Xit 0.028 0.056 -0.033 0.056
ICQi*Xit3 0.098"™ 0.023 0.092" 0.024
ICQi *Ris 0.003 0.010 0.004 0.010
Sizejt 0.001 0.002
MTB; -0.246™ 0.020
Earnstd; -0.100 0.077
Growthi -0.001 0.003
XigXSizejt 0.027° 0.008
XitgXMTBit -0.247 0.064
XipXEarnstdi -0.058 0.188
XigXGrowthi; -0.010 0.008
year effect included included included
industry effect included included included
samples 12,862 12,862 12,862
Adj.R? 56.96% 57.03% 57.57%
F 532.83™ 462.30™ 388.83™

Notes: 1. Refer to <Table 3> for variable definition.
2. %, " and ™ denote significance at the 0.1, 0.05, and 0.01 level, respectively.

FRF 3|l vl BB FEI} T 00%7F 23¢7] HVIE7|Hold. oA F= AHue] 24
g 7] whEoltt, a3l Atell wisl FPAFE3|AL IPO= Ar-221

<)

AEE A dvh HA g3 RV o AE GAC e Ta7Igelr. AdEeR Fsd 719l
Hsl 719 AEF7I7F 237160 e 7192 WAV AdekA] g s|AI R ] Heo| vof Frhg R A
of TS vATh wEA & A7 2RSS T AYE F aFoR Wrel A(DO)d wet t-sAlA
FICQWE WMFE FAFAERDF 7|8t TAUFE HSI AHE (Table 6) o Husllct.

(Table 6) oA F33}k Fedat AL 1ICQXiso] sk 2|(3)ellA 2H2F 0.0863% 0.2250] 31
T8 ICQixXise] AT 1% FEollA Fofstr] Zdde] Alsite 10% FElA Felsitt. Chow
testZ o]-&3le] AE PEt 18 A3 A2 2FdAAHPermutation test)d] AR FEFZ(bootstrap)S
1,0003] o] FE P#k 28 AUA T FofshA] . ol FHl 2F o] Apeolrt glu= A

of ]t}
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Table 6. Results of Market Classification

Ri=Bo+B1Xi1+F2Xit+B3Xis+ B4R+ = Industry + I Year+& (1)
Ri=Bo+B1Xi1+ 02X+ B3Xiz+ BaRiiz+B51CQirt Bl CQiXir1+ 871 CQiXit+ Bl CQirXia+BoI CQi X Rigs
+fBControlvariables+SXjzControlvariables+ Z Industry+ I Year+g,

3

Rit
variable Main Board Market Growth Enterprise Market
(1) (3) (1) (3)
Coeff. \ 2k Coeff. \ t2k Coeff. \ 2k Coeff. | t2k
constant 0.103™ 0.041 0.076 0.041 -0.043 0.100 -0.034 0.099
Xi-1 -0.721™ 0.037 -0.746™  0.039 -1.155™ 0129 -1.391™ 0.137
Xit 0.587™  0.039 0.542™ 0.042 0.770™ 0.100 0.814™ 0.131
Xi 0.283™  0.013 0.277" 0.014 0.237™ 0.029 0.234™ 0.036
Ri -0.059"" 0.005 -0.059""  0.005 -0.057" 0.012 -0.059™ 0.012
ICQy 0.008 0.011 0.011 0.058
ICQiXXit-1 -0.153™ 0.061 -0.837" 0.356
ICQiXXi -0.032 0.058 -0.131 0.247
ICQix*Xit3 0.086™ 0.025 0.225" 0.130
ICQi XRi3 0.002 0.011 0.020 0.037
Sizej 0.000 0.003 0.037" 0.010
MTBi -0.256™  0.021 -0.437™ 0.063
Earnstd; -0.207" 0.084 0.556™ 0.220
Growth;, -0.001 0.003 0.005 0.009
XigXSizei 0.028™ 0.009 -0.009 0.031
XigXMTBi; -0.145™ 0.071 -0.594™ 0.166
XigXEarnstdi -0.012 0.208 -0.024 0.471
XigXGrowthi; -0.010 0.008 0.005 0.032
year effect included included included included
Industry effect included included included included
N 11,109 11,109 1,753 1,753
Adj.R? 58.56% 59.20% 48.98% 51.06%
F 491.61™ 359.10™ 71.07™ 50.40™
Chow Test 0.361
Permutation
0.198
Test

Notes: 1. Refer to <Table 3> for variable definition.
2.7, " and "™ denote significance at the 0.1, 0.05, and 0.01 level, respectively.

2) WSSH HHHA FI124

Z3A PREAAEZL F2og AA"E A7]E 20123 19 1ot YREAAE 875 5=
AR WREAAES S48 Falsta yieal Al Adz WiEA Ao 2 E2 sl
AL onfeitt, YREAAL HAAlE HREEALL o]¢le] A, o]ele] A&7 ERCY| JAAEES AHHo
Zatet £ gl ol Y& B AFE FHAF 11,1097 FES s YWREAANE AH A
152 o] AAAA 32 HAZs}, (Table 7)o AZ Ao wl=2d 20129 YWHREAA T 24|
aFoA FARFA ICQuXKise] AlFaka AAl A 285 o] FostA g AolA 1% ol F2lst
I Belt}, o] 201249 WHEAAEZ AAE UFEA2t FERCe #44S dX3] Zatga v
oldH Ko JFS T+ T8 2A0UYS vt

bt e

i Hor
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Table 7. The effects before and after the introduction of the Internal Control System

Ri=Bo+B1Xi1+P2Xi+ B3Xis+ B4R+ Z Industry+ Z Year+e (1)
Ri=Bo+F1Xi1+ 82X+ F3Xis+BaRis*+B5ICQirt Bl CQirXir-1+A71CQiXirt AsICQiXiz + Bl CQiRis
+ﬂkControlvariables++ﬁan3Controlva1"iables+ Z Industry+ X Year+g, (3)
Rit
variable Main Board Market(2007-2011) Main Board Market(2012-2018)
(1) (3) (1) 3)
Coeff. \ t value Coeff. \ t value Coeff. \ t value Coeff. | t value
constant 0.084 0.055 -0.030 0.055 0.059" 0.032 0.069™ 0.032
Xit-1 -0.721™ 0.067 -0.657™ 0.067 -0.729""  0.045 -0.772"" 0.048
Xit 0.524™ 0.074 0.552™" 0.077 0.602™ 0.045 0.534™ 0.051
Xi3 0.290™ 0.027 0.239™ 0.031 0.282™ 0.015 0.282™ 0.016
Rit -0.063™ 0.010 -0.077" 0.010 -0.057"" 0.005 -0.060™ 0.006
ICQyi 0.039 0.035 0.009 0.013
ICQiXXit-1 -0.387" 0.157 -0.113" 0.068
ICQixXit 0.378™ 0.175 -0.061 0.064
ICQiXXit3 0.079 0.089 0.088™ 0.027
ICQit XRii 0.058" 0.032 -0.004 0.012
Sizey -0.045™ 0.005 0.013™ 0.003
MTB; -0.298™ 0.044 -0.238™ 0.025
Earnstd; -0.266° 0.147 -0.176" 0.102
Growth;, -0.002 0.006 -0.002 0.003
XizXSizej -0.007 0.017 0.039™ 0.010
XigXMTBj -0.382" 0.161 -0.080 0.081
XigXEarnstdi -0.710 0.457 0.122 0.236
XizXGrowth; 0.024 0.019 -0.016" 0.009
year effect included included included included
Industry
included included included included
effect
samples 2,605 2,605 8,504 8,504
Adj.R? 50.81% 53.38% 60.32% 60.97%
F 117.955™ 83.823™ 498.112™ 341.534™

Notes: 1. Refer to <Table 3> for variable definition.
2.7, "™ and ™ denote significance at the 0.1, 0.05, and 0.01 level, respectively.

3) UWESHol 20| U= 71

sl Aol gl= 7192 AR Aol FAgHQ] FFE Tk WREA Ao] =AY
o o]} 2AE SISk AR Ae WAL, WREA dete] Sl 7192 ERColl @A FA= <
F&S A h(Wang and Shi, 2016), et} o]#] A= WiREA] Aste] nlefole] AR nX]&=
FEE LEskA et A 2 AT WA SAEhs 7144l FERCOl mlAl= d¥3e A5
ICWiE CIv[iFR Aojate] r-gal Aeld 1, ofyi 002 TR, F& 5 27.6%2] 31Xt
W-sAl Aol EAgeE. 2(2) (3)9] ICQ: thAl W% ICW & ASe A= (Table 8) o] Hasiint.
A(D()(3) A(1)(2)(3)¢] Ax=2 R ustal FERCEE S Axt= (Table 5) 9 dx3it), Balwsel
ICWixXiz®] Al -0.0529F -0.0590]3L 5%¢] FEo 2 fFofste] WAl 2ol = 3At
FERCell #4219l g5 vvh= AL yehdth, ol 3ibel] WigA Aol 3low v o] gr
aI7L FolEvtn & 4 AU
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Table 8. The effects of Internal Control Deficiency on FERC

Ri=Bo+B1Xi1+P2Xi+ B3Xi3+ B4R+ Z Industry+ Z Year+e (1)
Ri=Bo+B1Xi1+ 82X+ B3Xiz+ BaRi+ B I CW it Bl CW i X1+ B7ICW i X+ B CWieXios +Bol CWiRi
+ZIndustry+ Z Year+& (2)
Rie=Bo+B1Xit1+B2Xi+ B3Xiz+ BaRis+ BsICW it Bl CW X1+ B7ICW e X+ Bl CWieXios +Bol CWiRics
+ﬂkControlvariables++ﬁint3Controlvariables+ ZIndustry+ X Year+é (3)
Rit
variable (1) () ©)]
Coeff. t value Coeff. t value Coeff. t value
constant 0.100™ 0.040 0.097™ 0.040 0.068° 0.040
Xit1 -0.755™ 0.036 -0.854™ 0.043 -0.851" 0.043
Xit 0.607"™ 0.036 0.634" 0.044 0.579™ 0.045
Xit3 0.276™ 0.012 0.291™ 0.014 02777 0.014
Riis -0.059™ 0.005 -0.060"" 0.005 -0.057" 0.005
ICWi¢ -0.014" 0.006 -0.017" 0.007
ICWiXXi1 0.319™ 0.077 0.304™ 0.077
ICWie XXt -0.078 0.077 -0.017 0.076
ICWiXXi3 -0.052™ 0.025 -0.059™ 0.026
ICWit XRi 0.003 0.008 -0.004 0.008
Sizey 0.002 0.002
MTBi: -0.242" 0.020
Earnstd; -0.135" 0.075
Growthj -0.001 0.003
XizXSizej 0.030™ 0.008
XigXMTBi -0.241™ 0.064
Xiz¥Earnstd; -0.219 0.182
XigXGrowthi; -0.012 0.008
year effect included included included
Industry effect included included included
samples 12,862 12,862 12,862
Adj.R? 56.96% 57.02% 57.58%
F 532.83™ 462.18™ 389.00™

Notes: 1. Refer to <Table 3> for variable definition.
2.7, " and ™ denote significance at the 0.1, 0.05, and 0.01 level, respectively.

4) HIXE WRSH ZAelzis g2 7|

e

HEA ks WrsAldl did 5SSl 719 WREAe] 2e P Arrae] do
A&HQ B AT 5 Aok, FHE 200795 EH FESA] REA BAE fEdhe] gAY
AN sk U-EA A &G Faddl tial ofe wrstaL sl AR E AEs)
== a7k
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Table 9. The effects of qualified opinion of Internal Control efficiency on FERC

Ri=Bo+P1Xi1+B2Xir+ B3Xis+B4Riz+ Z Industry+ Z Year+g, (D
Rii=Bo+B1Xi1+B2Xirt B3Xiz+ B iRz + BsOpinion;+BsOpinion; X1 +470pinion;Xi
+B5Opinion;Xiz+FeOpinion;Riz+ Z Industry+ Z Year+¢;  (2)
Ri=Bo+B1Xir1+P2Xi+ 03Xz + B4R+ BsOpinioni+LeOpinion;Xie1+F,0pinion;:Xi
+BsOpinion; Xz +PfyOpinion; Rz +AxControlvariables++£X;sControlvariables

+ZIndustry+ = Year+g (3)
Rit
variable (1) () Q)
Coeff. t value Coeff. t value Coeff. t value

constant 0.100™ 0.040 0.101™ 0.040 0.071" 0.040
Xit-1 -0.755™ 0.036 -0.755™ 0.037 -0.756™" 0.037
Xit 0.607™ 0.036 0.588™ 0.038 0.552™" 0.038
Xita 0.276™ 0.012 0.285™ 0.012 0.269™ 0.013
Ris -0.059™ 0.005 -0.060™" 0.005 -0.058™" 0.005
Opinion; -0.046 0.026 -0.045 0.025
Opinionit XXix1 -0.015 0.197 0.005 0.196
Opinioni; XXt 0.201 0.151 0.269" 0.152
Opinion; XX -0.213™ 0.057 -0.191™ 0.057
Opinioni; XRiz 0.036 0.029 0.028 0.029
Sizej 0.001 0.002
MTB; -0.242" 0.020
Earnstd; -0.121 0.076
Growthi -0.000 0.003
XizXSizei 0.028™ 0.008
XixXMTBit -0.238™ 0.064
XizXEarnstdi -0.219 0.181
XizXGrowthie -0.011 0.008

year effect included included included

Industry effect included included included

samples 12,862 12,862 12,862

Adj.R? 56.96% 56.99% 57.54%

F 532.83™ 461.64™ 388.34™

Notes: 1. Refer to <Table 3> for variable definition.
2.7, "™ and ™ denote significance at the 0.1, 0.05, and 0.01 level, respectively.

Wu et al.(2014)e]l w= Wi-EA ZARR 25 AAls AT 9] AR, JRE7)oh A7+
o dFe FAUL MUAZE WRSAE Adstes Fegdtha shoivh, AT 5 = Aok Wil
ARV TR oA S AT WRSAl Al el HA ARl A Bl A habe] A
o] Z3tETh HAA WREA FAAS 2 Ve WRSA S dete] EAsta AFHEL
2 7 g o] MART b g Tl e AFsA R, AEEY A 9713 W
SeE Aol ht F4ES 49T 5 glo] A WF-SAE ados @A Hapd vhEA] AR
o Aol IFS v
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127 WHEA ZAelAS W 7193 FERC 7he] #EAdS AT 218 21(2)(3)¢] ICQy w2l
Opiniony WFE ASE pmlonnt WH-SA Ak e] BrieR v AA WESA At
HES 7]]del™ 1, oy 00 ltﬂ B F 2.42%0 Ax-71de] HIHE WREA FAte]S whe ViR
AZATE= (Table 8) o] K13} JD} MG AM)(2)(3)e AFE Rirslal FERCEF Q] A=
91o] Aol dAgitt, #AIM4] Opinion<Xig 2] AlFak-2 -0.2139F -0.1910]3L 1%2] el F-2]
st v HA WREA 7ZAbelde e 71¢gdo] FERCH RA2¢l Q3L nivke A vehdd

5) 0|29 X|&M(earnings persistence) &

F8 #Ao ARS-gE FERC B3 oo, B7]9] o]¢o] w|ge] o]e]g o&3le T8, 5 o]
A& (earnings persistence) = F7HARAS S5 98] &3] AFg-E} (Tucker 4nd Zarowin
2006). 2, okellel 2@l Bie] grol ZTha WA olelo] mlefe] ool jeh FuE T wol Eetetn
Rom, Aoz A olele AR Frhal & 4 ok

Kir1=Po+ L1 X+ Z Industry+ Z Year+g 4)

Xip = 7] A7|AHE0])&(ROE);
Xjr1 = t+17] 2F7|AHE0] 2] &(ROE);

Xat7] 3, 242 ZE o WREA A

WE-SAZE F7HRAC vl dFs & Sl
AW (Sizey, MTBy, Earnstdy, Growth)& £3 3}912“1 ol

s F A

ES

AG)E $4sta, 712 AG3)e A
W)l Xobe] nxbes ¥ghsle] 23S
k(+)e] e 7Tk, WREA A F7}

Btelh, ohelel A(5)elA ol el
¥e5% g7olele] YuAol Erhn @

Xirr1=Po+ L1 X+ BICQi+B31CQiXi+PrControlvariables++8XControlvariables
+Z Industry+  Year+é, )

olefd B4 AL (Table 10) o] Rk, AWl Xeo] AF 1% S0l Fold FH+)el
e e AQ6AE 10Qu X X8l AT} 1% S2oA] Felgt k()] ke 2t ol ulREAl
A7} £ esE olole] A&l wrht Aol

Table 10. The effects of Earnings Persistence on Internal Control

Xitr1=Bo+B1 X+ ZIndustry+ Z Year+€, (4)

Xier1=Lo+B1Xi+BACQyu+B31CQiXi+B4Size+BsMTBy+ BsEarnsrdi+B;Growthy+BrControlvariables
+PiXControlvariables+ Z Industry+ Z Year+g (5)

Xits1
variable (4) (5)
Coeff. tZk Coeff. tZk

constant 0.049™ 0.012 0.042™ 0.011

Xit 0.549™ 0.008 0.697" 0.01

ICQx 0.0177 0.003

ICQiXXi 0.168™ 0.015

Sizej 0.000 0.001

MTBit -0.025™ 0.006
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Earnstd; 0.026 0.023
Growth;, 0.000 0.001
XiXSizei 0.012" 0.006
XiXMTB;; 0.412™ 0.053
XiXEarnstdy -1.920™ 0.105
XixGrowthit 0.009 0.007
year effect included included
Industry effect included included
samples 12,862 12,862
Adj.R? 27.86% 32.91%
FZt 172.249™ 162.758"™

Notes: 1. Refer to <Table 3> for variable definition.
2. %, " and ™ denote significance at the 0.1, 0.05, and 0.01 level, respectively.

i)

=

T

V.

2 AFE WESAZE vl Yol st FrIAEA wXE JFel dis] AFsth. 2EY)
200735 20193704 el AAUN LS AASAAN R FFE AF 719S B Yis
o] mjgfo]do) thet R EI o ojust JFS n|A=A| BT ASEA A U REA| A<} v
ool thet F7HERA Thol|l FJdt ek(+)2] FHEA o] = Aoz Yeht, YREEAI7} vlgo]d of
FHEB A0 FAHZ JFE vt RS It SN oR FAAFY AYgArger
sto] 243k date oA A=t w3 WREAAE NS FA DTS AmE Ao A Ad=
WESA R} mefol ol thilt SR Ak BAZ AR Bk, A4 Folle AP =3
Y54 A v)5g JRsA Ak 1S o431y vlgle]el vig FrIERAS AT A, yiR
A4 Aol & 7199 vHA Ao AE ke 7)Yl vEelle] AR FA= vt} wixRte g
o]¢] o] A|&Ad(earnings persistence)S o]-83te] n|gfo]o) gt F/IAHEAS A5t EA43 A e
FERC R28& o|&3 Aze}l A= v|$=3 ).

2 AT Axe v 22 FAHE izl AA, FAAke] S¥elA FERCE =Ushe] mlE)
o] Walrt B37] FAFEAE v g AoEgtE Holth, FE B7IFS 1ed BAg]
AeAre} G WREAAS, WEEA 283 WREEA A A, F7AHEA 55 B3 njeel Yol
g BAS ASHY. web B GFe A5AvE YREAS BAshs A9 vgelde FgRA
of thgt Ao M2 SH(new evidence)E AFITHE HollA 27t S}, &4, 7€ 23
ohed] YREA AR A 2ke) #AE AP o), B A7 FERCE =Y3te] 2davs 53
WiEAe} nlegfold] gt IR A ke BAS AFECH A, E AFE 53 Yol M2 gE
ANFHEFEAT AR T WA A 2] 32 YREAE vlge] e tidt SR A
o nxE FEE AmuEgiths Motk JlA, IolMx UlREAlo Bak BAlo] FUFskaL Sl AlollA
Az g Ao 2 T3 AFS o83 AF AFE AXFeEH FF FHIe] HuAdTE g
S AFYrhs Holt,

T} B AFela AREE RS UIREA A% 2 ulREA HEA AR AS e el F3kske]
AbEd 7)o wEt AA e ApRH o FAEE 7|9E TFEHY BEH A (sample selection) o]l

£ A(bias)7t A ¢ Jorz #H FXd] Fo7} s FF FES Siste] old] #gt 717
ol dFE g},
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