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pet) FHRE — (Dual) 525 w65 B2 HHAE - 5555 5 ( Excp) 5 %8 18 10 (Mgt ) 52 w) o 454 - 3
1 (Audit) 375 5 RAUEEAF - AL T BE (TopS ) JRALHE S ( State)

AR S A Y 2 A e % HE N 1 R
180



AT EEE 00 F %151

#* 1 EFELTETEX
TEXD EE A4 REHE % B
R T \REM | ;i;ij%é@%%\%#éfﬁﬁkx%ﬂ%%%%ﬁ%
MELE SRRl LGT NEYEYRETRHEBRANE B, EN,H0
N E] AAE Size NEER B FIE A
bR Age NE BT AR E A E
B R & Lev VS S Ve Sl
B e & Roa A A/ M
HERKE Growth (REELUN-LEFELRN)/ EEE LA
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FEELAM Board_num FEELAH
B4 KR
Mo E F Indep_pct FE LT OLEF LA
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ZWIHEE  EARSCHBEFEREA T, i T A B BT A R SR A A Il G AR Y R Y I R] AN
[, 7 FH T B — B S e I A9 b v UL 22 0 B RO P . B, AR SR M ) L 2 0 A
RIDEAT A3 M7 o AR IEATE s 30 (2) fros , Hop IREM |, 3R A R) o 76 ¢ 4R 19 B B A 8 LR
JE S LGT, g Bl vl 38 " AL e 00728 i, SROR AN |) 0 7R ¢ ARAE N R AW R T Bl T bR 19 4 F
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1. #R St
K2R T4 FEARMARMEG IR . o IREMIYE S 0. 170, bR ifE 22 0. 276 , % 1]
ANT] T 2 ) S R A R B AR AR BRI B M LGT B 2k 0. 320, B A SCHIFSE R A vh A7 2 =
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Panel A4 £ A H# 3% M 44t
5B BAE 18 k2 #ME % k1
|REM | 19265 0.170 0.276 0 0.113 16. 55
LGT 19265 0.320 0. 467 0 0 1
Size 19265 22.22 1.272 19. 81 22.04 26. 14
Age 19265 2.247 0. 683 0. 693 2.303 3.401
Lev 19265 0. 437 0. 206 0. 056 0.432 0. 888
Roa 19265 0. 039 0. 060 -0.220 0. 036 0.211
Growth 19265 0. 186 0.462 -0.561 0. 107 3. 081
ACfo 19265 0.010 0.167 -9.142 0. 008 7.781
Board_num 19265 8. 622 1.729 3 9 20
Indep_pct 19265 0.375 0. 053 0.333 0.333 0.571
Dual 19265 0.260 0.438 0 0 1
Excp 19265 14. 34 0. 699 12. 68 14. 32 16. 30
Mgt 19265 0. 063 0.129 0 0. 001 0.584
Audit 19265 0. 055 0.227 0 0 1
Top5 19265 0.522 0.151 0.193 0.523 0. 869
State 19265 0.370 0.483 0 0 1
Panel B:* [ 48" 47 0 1 5 A 89 T 2% B 1 o B
. B " AR 8 AR B M ZRB
o i k2 1 k2 Iy VGt E
|REM | 0.176 0.312 0. 158 0.176 0.018 4.196 "
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WAL, [ S5 R R, Rl 7 AL (LGT) 55 A lk BS54 B B (T REM 1) AfE 1% B 7KF- L
BFE A, RECH -0.0328, BUAT X TARbR A9 A w005, fli s 3l 7 GO 8 5 AR I 2 W LSS A
IR T HREAR T 19% 0 ASER SR T A SRS H,,, BEA T 3 7 O S A T RE A0 A 1
2% W) B AR B R B S PR S T bR 9 2 WA BEOKCE USSR T A 0 55 1R B S
P, IF AR AR 1 FR GBS 5 AR B PR A A Aol 5% 1) BCSE R A B 5. AR SO T IA Y, X AT RE R
TR R A B2 X Al AR R 22 B M B AN B R BE ) A A SRR I, 450 A W R N, S U B
JEAEA AT M S s & A o PR, A R X X — O aCR e £ MR L R, s T T E
JE AT RE KA T B 16 BRAKORE A 1A PR B AR R O S BIL A il S g A A PR R A
PG, AR SCIN S BEAS T 3 T o 3 1l B 28 ) e 48 13 BEAPE J  42 v 17 Aiolk W 5515 R B 8 o i,
G AR BT FR AR 5 BT A T 37088 W R 2 HA BRI B S

O A3 5 (2) 5[ ) 45 R L6T AR ZBA AT X, -0.0328 :0.170~ - 19% ,
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%3 “BAANH AL AR A G
- (1) (2) - (3)
e R
|REM | IREM | |REM |
-0.0564 " -0.0328 " -0.0636
LGT pre_8
( -6.9300) (-3.7875) ( -1.3525)
0.0194 0. 0070
Size pre_T
(1.3068) (0.2630)
0. 0460 ™ 0. 0008
Age pre_6
(2.0341) (0.0216)
0.0651 ™ 0. 0344
Lev pre_5
(2.3912) (1.2586)
0.2664 " 0. 0001
Roa pre_4
(4.6271) (0.0074)
0.1668 ™ —-0.0038
Growth pre_3
(7.8457) (-0.3284)
-0.0732 -0. 0207
ACjfo pre_2
(-0.4419) (-1.5826)
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Stock Market Liberalization and Real Earnings Management .

Evidence from Mainland-Hong Kong Stock Connect
PENG Ya-zhe' ,WANG Chang-yun'"’
(1. School of Finance, Renmin University of China,Beijing, 100872, China;
2. China Financial Policy Research Center, Renmin University of China,Beijing, 100872, China)

Abstract: Stock market liberalization is an inevitable way for China to raise its voice in the world’s financial market and
promote national economic development. In recent years, the liberalization of China’s stock market has been accelerated
significantly, it helps improve the regulations and rules in our country, and promote the integration of domestic and
international capital markets as well. However, China’s capital market is still an emerging market with low level of risk
tolerance, which means we must open the capital market in a sound and orderly manner. The authorities have carried out a
series of explorations and innovations in order to explore a capital market liberalization path suitable for China’s national
conditions, and the Mainland-Hong Kong Stock Connect is one of them. The Mainland-Hong Kong Stock Connect has
realized two-way opening between the stock markets of Chinese mainland and Hong Kong, including two parts: the
Shanghai-Hong Kong Stock Connect since 2014 and the Shenzhen-Hong Kong Stock Connect since 2016.

Using the setting of the Mainland-Hong Kong Stock Connect, some researchers have already studied its impact on stock
market and corporate governance, such as stock price informativeness, stock price crash risk, corporate investment
efficiency and corporate innovation. Besides, we still want to know whether stock market liberalization can improve the
transparency of China’s capital market. Accrual-based earnings management and real activity-based earnings management
are the two choices for managers to meet certain earnings targets, and early studies focus more on accrual-based earnings
management. However, when firms are in a strict supervision environment, accrual earnings management is difficult to
implement, then managers use real earnings management instead. So in this paper, we use real activity-based earnings
management to measure the quality of corporate accounting information disclosure, and we are wondering whether stock
market liberalization is an effective corporate governance mechanism to restrain real earnings management.

In this paper, we use Chinese A-share listed firms from 2011 to 2019 as samples, and conduct a time-varying
difference-in-difference model to study the impact of stock market liberalization on real earnings management. The results
show that the Mainland-Hong Kong Stock Connect significantly reduces real earnings management of target firms. In detail,
stock market liberalization alleviates the agency problem of target firms, and then restrains real earnings management. We
can expand the governance effect of stock market liberalization by improving the external information environment, putting
pressure on managers by selling stock, and increasing the supervision enthusiasm of major shareholders. Stock market
liberalization helps to reduce the degree of information asymmetry, improve corporate governance and optimize the ability to
allocating capital of China’s stock market.

The main contributions of this paper are as follows. Firstly, different from previous researchers based on accrual
earnings management, we find that Mainland-Hong Kong Stock Connect is an effective external governance mechanism to
restrain real earnings management. The conclusion expands the microeconomic consequences of stock market liberalization.
Secondly, this paper finds that target firms of the Mainland-Hong Kong Stock Connect do not replace accrual-based earnings
management with real earnings management due to the strict supervision of foreign investors, but provide higher quality
information disclosure by alleviating agency problem. This proves the positive guiding role of opening to China’s capital
market and the participants, and provides empirical evidence for further deepening stock market liberalization. Finally, this
paper finds that transparent information environment and effective shareholder supervision are the key to promoting the
governance effect of stock market liberalization. This is of enlightening significance for China to further improve the
construction of market supporting system, enhance corporate governance and enhance the transparency of capital market.
Key Words: stock market liberalization; real earnings management; information asymmetry; corporate governance;
mainland-Hong Kong stock connect
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