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CA B SRR L5231 A B 22 0 ) SR AT
TS H 2 E AT R AATE 22 50 — PP s0IA

145 B #5:2016 - 03 - 04

mi

oy, EHTA RN T IR A A H bR AT B SR
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T iR H T S AR BN 5 IR T A
TESCUERE R, 25 E SR (2015) B8 T ik 1
55N R S LS 8 AR BN AR 2 B AR AR 19 5
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Az BRI B 2 PR\ = Fh 07 =0, B W5 0T
B oW BLSE 351 A B A HAR AR 0 5 sl 52
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BORATT G AR B0 BUW B G K-
EO B AL , LI ok 25 58 EU S 2 A i B WA A
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ABARE IO G , R 225 AR Ak it T4 )
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(2005 ) %36 [ b wii 22w 401 44 55 328 R 17 4
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THEL R, A AT TR AR S PR P\ LB 2
15 Bh A1 24 4F F1)HH ; Roychowdhury (2006 ) 2 Hi 4
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(2008 ) F5 1, B PEIT L Rl e, B B | B
Vi PR L T R A A P ) LS R B L Ho S§
(2015) BFFE & B, A 2007 A [ F i 2 w) AT B
ST R DR AR S0 0 LA, 23 W ) R R 3130 4590
AR 25 0] B W 4 /)N , S [ 8 LS 2 T

RN E A HF o
VTAESR , BRI 2 1Y 57 0 B B AR BRI &
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il 2\ ) 20 2k I DR B LA AR T 3 2 O =X
PR R A, A A IR T, R S T 1 oK 25
% ; Leggett 55:(2009) Zp Hr i i, KSR RE HL T
R FI AR B 7 [l 6 RN 2878 B4 R B 5 Cohen
& Zarowin(2010) % B, 28w 7E B A il 9% s F2 o
SRR B A E RN A, X 1T 2B
A PR S 4 SR . SR, Taylor & Xu
(2010) WYBFFEAS REW], A Rl#FAT LB ARE
P AR R R 2898\ St ik il . 3 97 1T 52 1) 5 Gunny
(2010) B, iR B B A AR TH H bi i) B 55 B R A B
11 BA AT 14 18 RAHE 5 R, AR T
B 25 AHOCHE XA ARG E W SBTE O, A

Al R 1E R
Lambert 55 (2007 ) 7E% S A X FRHELL T 43 Hr 23
THE BB 52 W K 4 6 A AR 179 1 4 2 18 2000 A
[HERIE RN . 72 LLV Bl T AWl 253 HE B
Pt i T R, 231G IR A T 00 B AR R, 4%
TE W 2 U2 A 30 48 T bl S M O, DA e o
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R 2 TUHA F AR K B 4 KT T B, AT 38 2 [8]
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PR o0 PR S B R 4 R R il o S 25
R\ o e A B TR T ORI ] 422 R R AN 5 B A
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fi TS JRUAS 11 (1] 422 2 3 007 AR IR TE 45 8 3 % 8 )
R 4 T K B T ; O’ Connor Keefe & Tate
(2013) J B, T Il e 24 R A T 2 ) 2 PR R 3G
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FUSL A B, HAR DT i Sel i o AR 2 3 Al
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A, —OllA T, A, +a; A, +e, (6)
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AR AR £55 AR PR B S
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AL hE PE | bR | BUME | PR | RORE

CoE 0.032 | 0.019 | 0.0003 | 0.029 | 0.094

Noise 6.366 | 11.408 | 0.109 | 2.480

FCFO 0.054 | 0.079 | -0.163| 0.049 0.322

FadjROA | 0.004 | 0.061 | -0.141| -0.004| 0.279

|ACFO| | 0.087 | 0.082 | 0.0008 | 0.065 | 0.441

|APROD| | 0.123 | 0.135 | 0.001 | 0.081 | 0.794

|ADISX | | 0.048 | 0.061 | 0.0005 | 0.030 0.392

|[REM1| | 0.193 | 0.195 | 0.002 | 0.139 | 1.133

|REM2| | 0.154 | 0.182 | 0.001 | 0.095 | 1.098
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|[REM3| | 0.219 | 0.234 | 0.002 | 0.147 | 1.340

| DA | 0.086 | 0.092 | 0.001 | 0.059 | 0.562

BETA 1.053 | 0.196 | 0.469 | 1.081 1.483

SIZE 21.673 | 1.166 | 19.156 | 21.573 | 25.155

BM 0.388 | 0.267 | 0.038 | 0.310 1.302

LEV 0.508 | 0.184 | 0.078 | 0.521 0. 895

StdSales | 0.223 | 0.299 | 0.016 | 0.137 2. 094

StdTAC 0.082 | 0.073 | 0.010 | 0.062 0.461

OpCycle | 5.043 | 1.145 | 2.223 | 4.976 8.313

ROA 0.045 | 0.072 | -0.169| 0.034 0.346

StdROA | 0.046 | 0.058 | 0.002 | 0.028 0.424

Liquidity | 1.478 | 1.158 | 0.209 | 1.192 8.048

Salesgrowth| 0.239 | 0.646 | —-0.682| 0. 136 4.571
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A (D) (2) (3) (4) (5) (6)
| REM | 0.028 ** 0.017 ** 0.015*** 0.014 0.011 " 0.011 "
J (10.61) (11.96) (4.65) (13.25) (10.31) (12.92)
™ 0. 001 0. 005 *** 0.011 " 0. 002 0. 007 *** 0. 004 **
(0.73) (2.65) (5.64) (1.24) (3.66) (2.03)

BETA 0.002 * 0.002 0. 001 0. 002 *** 0.002 0. 003 "
: (2.03) (2.53) (1.58) (2.88) (2.53) (3.10)
SIZE 0. 002 *** 0. 002 *** 0.002 "™ 0. 002 ** 0.002 "™** 0. 002 ™**
(12.77) (13.37) (14. 86) (12.36) (13.77) (12.72)

a1 0. 043 0. 043 0. 042 0. 043 0. 043 0.043 ™
(55.83) (56.28) (54.65) (56.66) (55.84) (56.60)
LEV -0.006 ™ -0. 006 *** -0. 006 ** -0.005 " -0. 006 ** -0.005 ™"
(-5.94) (-5.61) (-6.33) (-5.04) (-5.76) ( -5.07)
c -0.037™ -0. 040 *** -0. 043" -0.037" -0. 041" -0. 005"
( -9.81) ( -10.63) ( -11.40) ( -9.90) ( -10.94) ( -10.32)

N 6137 6137 6137 6137 6137 6137
Adj-R? 0. 424 0.427 0.416 0. 430 0.423 0. 430
F 755. 02 763. 69 729. 15 772.98 753.23 770. 53
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AR (D (2) (3) (4) (5) (6)

| REM | 5.108 2.708 3.587 1.801° 1.910° 1.560°
J (2.33) (2.20) (1.34) (2.04) (2.12) (2.16)

™ 0. 041 0. 996 1.624 0.728 1.161 0.822
(0.02) (0.53) (0.87) (0.38) (0.62) (0.43)

BETA 1.875* 1.931* 1.861" 1.919* 1.965° 1.975*
(2.38) (2.43) (2.32) (2.42) (2. 46) (2.48)
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(-1.00) (-0.84) (-0.61) (-0.91) (-0.81) (=0.90)
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(4.38) (4. 44) (4.28) (4.41) (4.43) (4.46)
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(6.04) (6.10) (5.96) (6.10) (6.07) (6.11)
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StdTAC (2.71) (3.06) (3.25) (2.97) (3.13) (3.03)
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Py (7.64) (7.23) (7.47) (7. 44) (7.27) (7.43)
c ~2.987 ~3.310 ~4.034 ~3.186 ~3.454 ~3.304
(-0.93) (-1.03) (-1.26) (-0.99) (-1.08) (-1.03)

N 5433 5433 5433 5433 5433 5433
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F 21.01 20. 94 20. 59 20. 86 20. 90 20.92
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J (12.42) (6.45) (7. 86) (11.62) (8.12) (12.79)
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( -13.58) ( -10.39) (-9.38) (-12.18) (=10.41) (—12.04)
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(-8.29) (-8.53) (=7.74) (-7.86) (-8.02) (=7.34)
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(-0.33) (=0.47) (0.41) (0.07) (0.42) (0.12)
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(=2.27) (-2.17) (=2.00) (-1.98) (-1.96) (—1.64)
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( -10.16) ( -10.14) (=9.56) ( -10.36) (-10.13) ( -10.31)
ROA 0.177° 0.208 ™ 0.221 " 0. 166 0.204 0.163
(10.15) (11.74) (13.03) (9.19) (11.61) (9.11)
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StdROA
! (-6.32) (-6.20) (-6.16) (-6.39) (-6.15) (-6.30)
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(7.54) (6.94) (6.57) (7.12) (6.82) (6.89)
N 5433 5433 5433 5433 5433 5433
Adj - R? 0.136 0.118 0.121 0.133 0.122 0. 137
F 96. 20 82. 10 84. 63 93.79 85. 14 97.36
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x6 EXBRREENESRENN
AR (D) (2) (3) (4) (5) (6)
| REM | 0. 062 0.063 ™ 0.117 0. 049 0. 049 0. 044 ™
i (5.84) (10.51) (9.44) (11.18) (11.33) (12.46)
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(-3.47) (-3.29) (-1.21) ( -4.29) (-2.87) ( -4.05)
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(-8.22) (-7.47) (-6.85) ( -7.30) (-6.97) (-6.79)
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- ( -1.40) (-1.16) (-1.18) (-1.47) (-1.22) (-1.45)
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F 247.82 260. 79 257. 16 263.24 263.82 268.39
F T AN FRR IH R 1% 5% (10% KF L Geit o 2 3655 N EUE A T1E

BORBRIR : AR B

5. FRfgrete g

FERRE R g0, AR s H Jones R &
1E (Y Jones FIRL 5 N 1129 4355 L, I 5 B 0B R
H, ~ &% H, SZIERE R, B 1945 58 500 SC PR 5 —
145

o ARTCRHBEGFH WUV B G 3 B sh RN A
W& R I R A B ], , BIA SRR,
BRI B HR n oh, oAt HOSL B A PR AR 1
S ECRE A U B O B T S IR A G ARk



(L THEH)2016 4 25 8 ] (LG5 548 1)

AR A5 (2013 ) SR v B 7™ Wi 4 R A AUBE ™ ik
EE SN TR €k DR ail X=X AW AR N E ke <0b e
sk, ER KRB Hy FESE H, IR ai /KRS
B 30—

NI EE

ARSCNEH BRI AR 7= BRI 18 2% IR Y
11 BE 53 BT L Z8 A A BILAART 52 MR A 43 B AS AR, I
A 2 HE BT 5 4 BB AR B
P AR G A AR 19 B2 3 R0 . A SCFI T 2002—2013
ARTRIP T A B b F R T SRR SR, BF S
KB, BT RIS BEAS AR 2 B LS AR B
FEPEE AP I LTk AR SCIR) I 2 B, LS 2 A i B
SR A BEAS A ) SR B RN A 22 5. BTl
] ST S e A L RO S AT I ) R R
E8 PN NP BUNER S EEITE Y& Tl A 1
(H LS A PR AR 08 36 1o 7] #5318 A A 5 B0 48
1o BT 3 B R R s T KK LA K 28 B
PO o LS A A B ] 4 R 0 80 A 5 SR T A%
IO (R X b — B ], FR T R PR S A
ERAT LA s T X — {55 FRAA R
e AR, IXAE—E AR bt S i B B B 3 ] B A
T BRWE . AR SO TR PR FLSC B R A B
M2 e R TR A 2 SR F Ut — 2P T

S 3k

B SCHROC T S A B EA (R 5 D RE R T 5T
B

TESL 8 b, AR SCHIBF SR 5 ie A — 5 BUR S
MRS — T, LA R ST AR 4R 55
R EE R, WO RA TGRS T 2 s
U RIS RO A R, DA T B 85 2 ] ¢ I
BCE R 7y —Jr i, h T AR BENIT S5 EEZ
JEPT AR, AT REXE LT BT A BRI R DL R
N R TFAGE AR K AR B Ta 2R A REST 924 W
AT LAGE Yz S A 8 B 1) Tl 7 A 1 A e
RIBHISHE S o 2P, BUR T NZ AR A
S O B A5 S A R L, AN B
AR R ELSL 2 E ARG 5515 SR {A Tl 4R 18, 52
A ) T2 e AR Y R AIL ) A B A T 37 fi R
e SN M A O, 803 S AR AN T 3 ) B U G )
=0 N T B A T T2 A S E/AT R R
BAE BRAT Ry, IR CSE A B S AT D A
EHOR

AXARZMTET, ABET LI RE
IR S L 3B I RE , A AR 5 1% 18 9 B AR & 1
EHFE— D AR TT . WA, AR AT KA
REHZH TN SN IRE N R IS 2E 5] L
HE — 25 5 T ik 4 D 30 S5 A A B R 0
(5

[ 1] Ashbaugh-Skaife H. ,Collins D. W. ,Kinney W. R. ,LaFond R. The Effect of SOX Internal Control Deficiencies on Firm Risk

and Cost of Equity[ J]. Journal of Accounting Research,2009,47 (1) ;1 —43.

[2] Babenko I. ,Boguth O. ,Tserlukevich Y. Idiosyncratic Cash Flows and Systematic Risk[ J]. The Journal of Finance,2016,71,

(1) :425 —456.

[3] Blanco B. ,Lara G. ,Juan M. , Tribo J. A. Segment Disclosure and Cost of Capital[ J]. Journal of Business Finance & Ac-

counting,2015,42,(3 -4) ;367 -411.

[4] Chen J. Z. ,Rees L. ,Sivaramakrishnan K. On the Use of Accounting vs. Real Earnings Management to Meet Earnings Expec-

tations-A Market Analysis[ R ]. Working Paper, University of Colorado at Boulder,2010.

[5] Cohen D. A. ,Dey A. ,Lys T. Z. Real and Accrual-Based Earnings Management in the Pre-and Post-Sarbanes-Oxley Periods

[J]. The Accounting Review,2008,83,(3) ;757 —787.

[6] Cohen D. A. , Zarowin P. Accrual-Based and Real Earnings Management Activities around Seasoned Equity Offerings[J].

Journal of Accounting and Economics,2010,50, (1) :2 - 19.

[7] Dinh T. ,Kang H. ,Schulize W. Capitalizing Research & Development: Signaling or Earnings Management? [J]. European

146



BB, SR SRR B RE OV ESE

Accounting Review,2016,25,(2) :373 —401.

[8] Gebhardt W. R. , Lee C. M. C. , Swaminathan B. Toward an Implied Cost of Capital[ J]. Journal of Accounting Research,
2001,39,(1) :135 - 176.

[9] Graham J. R. ,Harvey C. R. , Rajgopal S. The Economic Implications of Corporate Financial Reporting[ J]. Journal of Ac-
counting and Economics,2005,40, (1 -3) :3 —73.

[10] Gunny K. A. The Relation between Earnings Management Using Real Activities Manipulation and Future Performance ; Evi-
dence From Meeting Earnings Benchmarks[ J]. Contemporary Accounting Research,2010,27,(3) :855 — 888.

[11] Ho L. C. J. ,Liao . ,Taylor M. Real and Accrual-Based Earnings Management in the Pre-and Post-IFRS Periods; Evidence
from China[ J]. Journal of International Financial Management & Accounting,2015,26,(3) :294 —335.

[12] Kim J. B. ,Sohn B. C. Real Earnings Management and Cost of Capital[ J]. Journal of Accounting and Public Policy,2013,
32,(6):518 —543.

[13] Lambert R. ,Leuz C. ,Verrecchia R. E. Accounting Information, Disclosure ,and the Cost of Capital[ J]. Journal of Account-
ing Research,2007,45, (2) :385 —420.

[14] Leggett D. ,Parsons L. M. ,Reitenga A. L. Real Earnings Management and Subsequent Operating Performance[ R ]. Working
Paper, Culverhouse School of Accountancy,2009.

[15] Mizik N. ,Jacobson R. Myopic Marketing Management ; Evidence of the Phenomenon and Its Long-Term Performance Conse-
quences in the SEO Context[ J]. Marketing Science,2007,26,(3) :361 —379.

[16] O’ Connor Keefe M. , Tate J. Is the Relationship between Investment and Conditional Cash Flow Volatility Ambiguous, Asym-
metric or Both? [J]. Accounting & Finance,2013,53, (4) :913 —947.

[17] Rountree B. ,Weston J. P. , Allayannis G. Do Investors Value Smooth Performance? [J]. Journal of Financial Economics,
2008,90, (3) :237 - 251.

[18] Roychowdhury S. Earnings Management Through Real Activities Manipulation[ J ]. Journal of Accounting and Economics,
2006,42,(3) :335 -370.

[19] Schipper K. Commentary on Earnings Management[ J ]. Accounting Horizons,1989,3, (4) :91 - 102.

[20] Taylor G. K. ,Xu R. Z. Consequences of Real Earnings Management on Subsequent Operating Performance[ J . Research in
Accounting Regulation,2010,22, (2) ;128 - 132.

[21] %4, 2], M . 2905500 \TPO A E BT X 5 28 w5
a5 2HESE L2013, (10).

[22] Z=titi  FRACKR EEA . PG ARG AT B2 Bl S0E S—5 T R E 5 5 590 sl 05
IR T]. U T EAE R, 2011, (2).

(23] Mok, £E0, KR . S8R SRS H—RE TR H B 5 B SR SR i SOERF e[ )] Kt T
I 2013, (1).

[24] Bgp, EHR . HIRARE B SGAGE PEA A ——HE T A "SR 22 i 0 [ I ] Jbat - S RiiEsE 2015, (5).

[25] 32Ja M, R, BT . PR AR BLZ [ MR o 2R LT ] dbat . & TEmE9E, 2015, (6) .

[26] EAME, 5 WM, FR T . AR BEXT BT A R AR ZE L S S B 7 —— R T A S LS A B LA
AT %&:T‘ﬁ%%ﬁﬁi’eﬂom,&)-
[
[
[

P A B S m AR BT[] b

27] Eress . HELHH A SRR VA MAL ], iR A HRN 2013, (5).

28] B, BhIE G . £ B ER RS AR AR [T ] st 2 PR ESE 2006, (2).

29] s KR TE . ELSCHI AT B S S A U R [T ] K iU BEPFIE 2011, (6).
147



(L THEH)2016 4 25 8 ] (LG5 548 1)

Analysis on Channel Effects of Real Earnings Management
LUO Qi, PENG Zi-gian
( Economics and Management School, Wuhan University, Wuhan, Hubei, 430072, China)

Abstract; With the development of related researches, real earnings management and its economic conse-
quences have become the highlights of theoretical and real world. The existing literatures point out different
views. Some scholars insist that managerial real earnings management influences short-term reported earnings at the
expense of declining the quality of financial report and distorting current-period real operations,which generally re-
sults in more severe consequences than accrued earnings management. Another view , however, argues that managers
may engage in real earnings management to meet earnings benchmarks in an effort to enhance the company’s credi-
bility and reputation with stakeholders,which enables optimistic prospects of investors toward the company and sig-
nals superior future performance to the market. In fact,the economic consequences of real earnings management are
distinct for the influencing factors, including external environment, managerial motivation and the extent of manipu-
lation, are varied. When investigating the economic consequences of real earning management, its channel effects
should be taken into consideration.

On the perspectives of sales manipulation, production manipulation and discretionary expenditures manipula-
tion , this article analyses the influences of real earnings management on the cost of equity capital , which is different
from extant researches. Furthermore , our article ,based on LLV model and the theoretical model from Luo and Wang
(2015) ,illustrates the direct channel effect,indirect channel effect and signal channel effect by investigating the in-
fluences of real earnings management on earnings noise, expected level of future cash flow and future perform-
ance. The empirical research of the paper is based on the financial data of China’ s non-financial listed companies of
Shanghai and Shenzhen Stock Exchanges from 2002 to 2013. The empirical test indicates that engaging in real earn-
ings management leads to a rise of cost of equity capital. Subsequently, the results demonstrate that the influences of
real earnings management on the cost of equity capital are distinct according to different effect channels. To be spe-
cific,real earnings management would introduce noises or errors in reported earnings,which leads to the cost of eq-
uity capital rise through direct channel. However, real earnings management would improve investors’ expectations
on future cash flow levels through indirect channel and future performance through signal channel.

This study provides deep insight into the economic consequences of real earnings management,and extends the
extant researches on effective signaling of real earnings management. The constancy between indirect channel effect
and signal channel effect indicates that real earning management ,even though with a comparatively high cost ( direct
channel effect) ,may be adopted by listed companies to signal future firm value. To a certain extent, this phenome-
non also reflects the imperfection of China’s capital market.

The results of the paper also provide inspiration significance for policy setting. Listed companies are suggested
to disclosure financial information with higher quality and to manage real earnings properly as a signal. Moreover, to
improve the allocation efficiency of Chinese stock market,the authorities should establish a more transparent infor-
mation disclosure system and implement regulations both for complementing the internal governance mechanism and
promoting a healthy development of capital market.

This study still has several limitations. Although findings in the paper show that real earnings management can
be used to signaling future firm performance, the specific conditions of the mechanism need further discussion. In
addition , since real earnings management subject to both internal and external environment, future researches can be
focus on the impacts of these factors on the channel effect of real earnings management.
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