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—. it

2006 4 2 J1, HEmAG T A 1 IR ARHEIRT 38 T AR UE A P R
WA SR, T 2007 4F 1 1 HAE BT A wle A S, A% 5 Ak, Bl se
T 5 [ bR 454 25 ¥E ) (International Financial Reporting Standards, PL T fij #
IFRS) WAEAHE A o o THE ) S AN b [ 25 v SO i B B, 2 [ By
SV IE NI B [R] PR B 20 i o0 o B vHEE N B PAT ORI SR ? 257 A R 2 5%
JE R ? TR EN . S5 Sl AR, HOR AR R, HArS T
ENHAT R RS RE A LI R A (B P e ks, BRI 42 TFRS R &5 B2
AL S AN, TFRS (SRR AT A A K. (R L
TRE DU AR A SO AN i (R AT AN AR AT R o A ST I IF SO 2 40 583X — U THI 1R SCHR o

RS THAE AR TN B, EZEAA LR . ok, fidsahve
ANV LR T2, ST HHENIAR A B B 55 S L i ek B . B B B
BN UHE B OB, Watts (2003) KBTS B 77 R0 £ 175 B it E A &
FEF5E . Ball, Robin, and Sadka (2008) [MFFTIN A, ids i i 52 i onf
GG A T B R . BRI, PAT TG A s v W AR A AN IR 5,
H DI AT . HIR, AMEME AR STHE BREA AR TR R, )
P4 Gjesdal (1981) F1 Lambert and Larcker (1987) ML sT, 2 vH s BB A H
PERSE i, AlRES RIR S TS B 244 HPE . Holthausen and Watts (2001) Fl
O’Connell (2007) SEWIFENN, SUHEBAEA RIS LRNAB R R IE R L], &4
IR PRI TG SRS R S TS 4 T IR . AN E A BEIEARE A A RWVEN
SV HE NI B[R] R 250K o AN T B8R T S U (B AH SGPERT 9T, e v B AR B0 322
PATHCR TN 2T HE N I 22 57 Ja SRR IR B O e . BN RS . (B2, H
HASTHE B3R e A R R IT AR 2D .

AT A0 AR DR R SR I 7 A B A B T E B AR E N v B AT

L, BTN ST AR AL 5 R I B PR AR S AT N 2 AR TS, AT
FF IR THEE I 0% o o0 25 THE AR5 R E IR . BRI &, ARSCHEST
TUR =AM (1) S vHENIAR A A B T 2 vHE BRI G A i Rk 2
(2) RS THE B0 55 S 2 PR A 2 HE AR S ), 4 52 AR 4 5%
W R EEA R AT, Bt E BAi5A 4A R ROE SR AR 2 (3) XA A%
B AR R A A ], SN AR Ao o2 v BT 55 & 2 VE FH I sE R 2 A —
g

AICLL 2004 %2 2006 1F 5 2008 42 2010 4EHE A Ji BT A RAFEA, W55
AR TR v HEN AT, FER LI (1D PATH &
WIS, 2 v 5o G DRk (R U Wl 2 PRI, U W AR AL AR T 25 o i R Ao
FSELTIVER . FrattENGI A A E v EE T, 3N T Sk R B R TR A

> £ Leuz and Wysocki (2008). Hail and Leuz (2007) (3R
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WA BN GHRFRIN e s [N, Aerh B H RIS, B B s v A
ARG PR T v B nl SR TS8R e, MRS T A A A ER

(2) PATH NS, WA R R~ ], Hath 8RS H
BT U B IR BE TR U HENIAS BT S, 3R S8 S DSk iR I 1)
B HE AR S AR, AN 2 LAl PR 3%

(3) FEBIBARA,  HEW A 205 BT 55 & Z94E g R AN R . A
HRID: PATHrHEN G, BEERMAEEA R A 7 NSRS HEisR
RUR TR B N, (AR T AR AR, JEEA R A R T R R,
T AAAEBUR T BUR B PR AEOR DA R PR A RS ) L, BRAIG T B AT Ak Bk &
2ot s BB RS, HENARTER, 25 vHE B 55 A AR R B D THEE A
PR w0 IXERP T RAEH], SvHE BAEE A AR 2 26 BB I 290,
[FIRE, AENAZEE, 2 Ba A7E AR AR B2 52 296 BEPA B ) 50

A5G LB FERE L T 8 S TR I PAT R, 247 LU R ok -

(1) $RAE T SRR 25 T AE AR S0 25 v 5 BT 55 A DR e d . A foi 55 32
277 TS 2 v AE AR S 52 (1 SCHk IR 2>, HETINA Kim, Tsui, and Yi (2011).
Christensen, Lee, and Walker (2009). Wu and Zhang (2009b). Chen, Chen, Wang, and
Yao (2012) 45 JLj SCHRGS TFRS SR H G 2375 BOAE 525 1 56 i #EAT T 1948 < Kim,
Tsui, and Yi (2011) KA B ERH IFRS FEARTHE S UHE BAGIEFIRTCR, fib
IR B, Al B R IFRS JG, AT & BRAEAE R % . Christensen, Lee, and
Walker (2009) PATE[E LA w A FEAS, BEST T Al A Al IFRS A Ay 25 vi-HE N
ZE SR BRI T SO, B2 S AT B3 A RS i, Tiidg SO BR PRI T
SV ARA O 1 55 229 7= A s, 3 EUR AR I & 20 il Rk AE AR . Wu
and Zhang (2009b) 15116 T IFRS ¥R AT < HE EAME F VRS (152 o AT
TR, ARCRIIZ U IFRS Ja, g FR M e B BUS & B,
SRR IFRS J&, FUAEE AT E K, A e SR BURAE A2 1 . F
AATTRIITFEAN ], ASSC AP BT 20 W) SR B o v U A B s, SR e
G SRR e T S THE BAEfT S5 2 1I/EH - Chen, Chen, Wang, and Yao (2012)
DABS B 50, thie T IFRS SRHG, SvbE BAERA P A R R
ATV R IR TFRS J5, o iHE B VS 2 R, BT DTSRI 1 2k B 2%
T ARIXIE I, ANEFE A E R . /EAER IFRS B R Tk,
AT WA FBr 25 Ve SR A ) 2 v B ST TR, A i — 2848 R .

(2) $ILT 2 A BB 23 THHE AT BORSE W B UEHE o PVER . 453G R A
FHOR (2006) WFFTRNT, AT MY 2 THE BAEGTSSS L A RS TR AT A
o B, 2w Frab g BE AN, vt E BAEHS AT A AR 54
WA S G s THE B ST RFE R A AR, GG R A, SiHE B S AME
FIHIARAC R BE 2 75— 202 H A PN A0 A SCERON T 5T, AR SOR T o R AR ok 1) 1)
FEW 5, HERTAFNABMETN, ENAN 15 B A AE 2 A
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BRER— 8> FIRAh, ASCHARHS > 2R 28 3R> BA AL T eI A2 Al
X HE B A A I R SO V5 B GT55 & A PR SCHT 9Ea, feth T
ASCHIBE TR . 20 = ks se i, BP0 R Scub A g 45 21, 5 i
VR, HNE SIS R ST TN R N

=. ERSMEHRRIR
(=) FENMSIHER RS SERNE N

YA AP - R RN 8 SR TR 25 B, s BN ARAT (5 D e s e it
HAHMGER, EREATIERIRE . A BN FRIEZE TR, A2 RIS
W, SHE RS A AP REEZ/EM . WY Smith and Warner (1979) Fi
Leftwich (1980) [R5, SilfE B 2iissa 22k 5Eml; Watts and Zimmerman
(1986) KW, i55E 20 LA vHE B A FEAH 0 B i 1 2%k n] ARy 1 i AR Bl Pl
Tk RIS MR v AR I H AR AR R s Sloan (2001) AR, 3 iHE AR
T 27 U A PO TR AR R JEAT AR ) T SRR

KEMWIFERY], RATEITRSHIESHE B BTE . Leftwich (1983) @it
MR A TS G LT R IN, Fi55 6 200 45 v BUR I 8 50 0[] T PR o 22 (1)
BlesE AT A . Watts (2003) A K55G A2 5 RS TR MR LR R, wfafd
PERAT Lot A AR BRI, A7 B TR NI s S8, AR IR R,
BB TEINER Y, S0 SGyE Ak %% 7= R3S - Beatty, Ramesh, and Weber (2002)
FFURIN, AMEAERRATREAT 55 G2y, WURLEOREE 2 ot G, ok
FHEE S A #KAS s Francis, LaFond, Olsson, and Schipper (2005) #5730, &4
FTEBARI AN, AR 2B o D] U5 55T 52 W i I £ 55 Rl 0% 110) A
Bharath, Sunder, and Sunder (2006) B5UE M, &R BREEACKIANY, FIZHE 5, OF
AP T R . AT AETS BT . Li (20100 HIBFITIAN, ARG G2 E k4
THE B R SR AN AR B O, BATE TG A E AU NI H o AR
PLEWEST, 5855 G 200t o vh BUR £ BT T8> A b 25 T BUR B e #6145 1)
SEhnASAEE, SR T RR AR R R I I .

L B SR SO AR, HRATIE D G NS B B, gD
DA B R BRI “ DK LB RBIE”, A5 BY0E ™ 1 BT PP 2% % Ak R g
e SUME BIEHATS DR o DR 3 29 XU Yull 5 g T () A /8 in B 42 .
WG ATEHZE ] (2005) @AW A, RIVERAT IV 555 B s BE A . AR
ZEE . MRSCHE. AR SMEGFIREE (2008) HIBFST, A BEFR 2RI GE 3R S8 A 1 B
HEHATE LT AR M, FEARXY 2000 % 2005 4, #F57 R ISR 5 15 5K
NSRBI AT AR K FR, RNV SR, DRI A, B RRAT OB &> T
SNUATHGR S . PV R A E 5o (2006) FIEF5HE (2007) [AEFEIRI,
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SUHE B T HATE D R E BAXRR, & B b bRk .

BN Ak BT 2256 25 T R e i s ), LL s BRI T35 48 2 kg A
AEAEIS 2 U I E « FFRSCHY BEAA . RS2 IO 46 0 5 5 B2 () A TR A
T MK T BR AR KZE ). Daske, Hail, Leuz, and Verdi (2008) X #i#ifiK
F EEBros vHE N B S 25 o5 BUSTR AT T, RIAEE AT R E K, &
THE BRI B S, AR EPATIE R, WA BFMAE5 AR . Wuand
Zhang (2009b) KB, * AT AR IFRS &, 2SS EAE I PEG i EUR i &
Fewms MaREERA IFRS J5, HAEHPITHR RS E R, A e g2
THERRIE AR AT R RS E K, TFRS HREER A R HE B
UG PP U I 24k o ABATTIRIAIF U SCRE T A\ R H IFRS 1IIHL, dmidiss
SRR TR A A HAT AT, S THMENEAT S SR 2 He,
Wong, and Young (2012) 24t e tHHENITS, AR 2 St B EAT & 2 B B
R FE E HATE AT N, AN RS 0K mT B S B INERAT S5 Ak )1
& AKTRRRE RS, NS THE B A 2B R DI I, AT B & 115 S AE
RGP A Y. F, SIASRETEEM. et ENT, #9 K
A st &, BIRA SRR ARREZR, X 5 Ak =800
Gk, HEABEPENE, SSERNEEE R, FEACREER AR S
TR EE ST, IRERAT S b2 [ 45 EAXTFRFEE (Chen, Chen, Wang, and Yao,
2012),

M BT AT ar LAE B BT AR DR R A S HE R, RS
THE B EEMESSA . S RIAAT T, ARe s RS THE BG4 i .
Ke, Li, and Yuan (2012) DI [E EHIARCAFEA, KIUHSHENETE, SiHE
SEH A 29+ A R0 3% R B#; 11 Chen, Chen, Wang, and Yao (2012) [ [
UKW, TFRS SChi)a, Sitfs Bk 4h i B N, ¢ STk [a
(A AR FRRE L nT B IR, AT FE DT R PSR PRt 25 V105 R PR ORI I 4 25 B
R Y, BATIHE AR 1

i 1: ITHSIHENR, SitHESIEERERERZERERK.

MR 1, G RN A T 80T AT B e 23 TR S DR U R
1%, IS ASZHENAAL S RE LRI 22 7l oS VM S 8 DTk U I B o
FERZ TR, A, PATHHEN S, ST S8 i ST U e i B AR AN 2 vl T
AENAZAG SR, 1l e HAR D 3 BN . D, A5 TS 2:

S BATIERE T 16 A HECK A TFRS A1 18 AR IFRS (1[E 5K 2,800 KA w4 FEA . Hrh [

FER M TFRS 4w 80H O 883 2%, iR ] IFRS HIA R % H A 1,917 %K.

5 W[ LLZ#% Christensen, Lee, and Walker(2007). Barth, Landsman, and Lang(2008).Daske, Hail, Leuz,
and Verdi (2007) ZEHIHF5% .

O IR TR AP E A AT, BATREFT I LA 15 S ST E N Seit s, ARAT gl f

=HEE.
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Ri% 2: PITHIHEMNRE, ENPREERSHARAESIHESHESHK
MR TREREES.

(Z) FEIABIME THRITHENNSIHERGRSENE RERIF N

FEBUBR (T A BUPE FUR % 540105 S 4R BRI L R4 [ . BRI Ak h [
AT HAT T SRS T SRt g . (HAIILK,  BURAE R K BRI E 2
Db AT AT o o e B AT ARA T AN AT Al [R] i B S I A L o PhVER . 20
SRAESFOR (20060 BFFERN], BUR I EAT LSRR b oR, RATEA TR+
[a) B A AURE, BRAR T e v AR AT b 50 55 & 20 I I . 5 HE (2007)
MIBFITR Y], SR B RAR T Ak S HRAT 2 18] (5 EAKTAR, A7 B FARAT AOA5 DE ok
Ko AHSTHE BRI AR 2 2 FT A AU B HIZ,  ARBURE Sl  2 ohHE E
VU I EE T B AL T BURF Sl R Ak

Pk, e vt BAEEAA LTS G4 P AT PN TAREAT 4, A i
WA B 5 2 oA B TR R AR, A k2 TS B9 S A1 T A R L
WENTAREA k. $2 R 3:

it 3: HETEREZERAR, THENRE, FEFERAANSITHIES
SRR MR TR EE K

=. fAzgit
(—) WA AIEFINELIRERIR

AR 2004 2006 4F 5 2008 ZE 2010 E4EE A B BT AT IEEA, B4
RIRERES AT, #8872 /N T 0 LRI 25 B F A ml v B s R I A F) - a9 2
8,808 ZKAEA . Hir 2004 %2 2006 44 JEAENHATI BL, 2008 A2 2010 4F 4 H & v
TIFATEY B, FEARZ FTUAEEE 2007 4, JE PR AT 24 45 0% v SR i 40 48 iy 19
(P 55 508, 2006 4F (10 55 E i 2 A4l R 25 v ME A RS 201K, 17 2006 412
o, TR T R e, XN BB B A S AR T IR . BVRAT
SETN VS BT T AG 2 o BRIA S B ZE R A EE 2007 FEFEA,
FABPERLIG 2NN 2007 4EMREARYE . £ 1 R RE . A SO 45 5k
H WIND 4@ i, 2 736 EE K B CSMAR $0l o 4 1 Ik W i A 5,
AR SCAE B A P 6 T A 1 A 3T R 1% Winsorize A . BT Eidis 2 #r Al
ot 45 B Stata SEHK.

() ARG
1. s ts R
A I R X 2 5 BG4 S AT PRI S, R By (1), AR
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x1 HRRE

Total 2004 2005 2006 2008 2009 2010
MAE FTRIAEE A R BT AF 9332 1307 1321 1387 1590 1689 2038

SR xR AT I 158 18 18 20 31 33 38
BRIFE /N T 0 [F) 308 31 53 63 53 59 49
IR 55 i bm it 2R 1) 23 1 2 0 6 6 8

B E TR i 2R 1) 35 5 2 2 6 10 10
I JarEAR 8808 1252 1246 1302 1494 1581 1933

IMAHAT HHEN] 5 ST RIE I AS XA (NEW*ROAD, A5 HAEBAL b (1 [alH R4
F A CEMIRATEAEN S, 2 VA BT DK A AU B 2 A, SR A
el R (B R A

DEBT,, = ay +a,NEW +a,ROA,, , +a,NEW *ROA,,
+a,CUR | +asTAN ,,_, + a4 EQUITY ,,_, +a,GROSS ,,_,
+agSIZE  + ayGROW ,, + o,y CF, + ct,)OFFER , + ot;, MKT
+Y B, INDUSTRY +¢ (D

XETHHE A, AR F BRI
(1) B FFLHL i e ot 2 30 KT 4 oKt 5
$e3k. EVRTAEE (DEBT 1) = ARSI DA / BP1R .

(2) HRAE DAAESCHR, R BB IH A AE  1R) 22 801 LA B B3 A kA B v A S
BaTEEK, 7 BB EK (DEBT 2) = (IR AT+ AW BB A 5 AT B4 —
WIS RRED /PR, XREMMEROREEIRER. —F NSRS
A

T PATH S THHENINE AR 5 (NEWD, “YFEART ] 4 2004 22 2006 SE0, NEW =
0, ZFEARA Y 2008 & 2010 4EI), NEW=1.

R LAESCHR, 1555 A0 & I vHE B 2 B AR T Sk A b B2 5i e ) A4
FIfe I 25 F8 bR, AR SCHE RN LT LR 25 F8 b5

BRI (ROAD, TERREBRCAIALR 7. * Rt i R e
HAEGL T AT, B ROA FUFIEG P BIEM DGR k2, MRS
5 B RFEC, KA IER SR, ROA FUFHEG LT A R

TOPMEe. AR E S (2006) AR IE KL BUAEEAIPMERS (2008) SEH IR SR SR
VRS AR RGO et dRbR, WAZEWT. AROCHE. ZERESRIERE (2008) B YAk K By
VA AR KB A SR A — T A R R B 28 R A K — K N AR R R

8 oA IR R MR I T R R IS R (ROED M BRI A i GG R RIS, F5ib
FFR R E (ROA) —HL,
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EHTE:

BREFIRE S LIAL, HRATERH T ORI, etk i 25t fie 247 PEA
ffiife Jydns, HATIUHIE SO o 7R SRR SR bR A A B2 T Re O 1) 2R
B o

MR (CUR), st =k L s 71 £ .

AL (TAN), HILHE=BRLLR T, AT R R = BRI %
32, PATHHENS, TR RSP HRICTE % r= 2RI RS A3 AR
P W 25 25T, TG 08P el mr, Al AR Sk 3 2 7= (1 XUB )~

ARG L (EQUITY), A& G FRLLR T ™, 1 Gbrlim, AKX
RN o

B EFZE (GROSS), TENWEFNE / FEWSWN, Zighle, il
(RIASE PR, AR KA B 2 XUk )

ATV (SIZE), RAVHIA GG 1) H AR S & . iR A Ve . 2R R
SO (20060, BB ], DRI RGN, SR S AR IRAT 3G RIS A
B KA A R T R 2, BRIk, AR SCHU B AR A v (1 [ )5 RO 1F

FENLFSBARKE (GROW), Fon AT E, BARTHE I L4 I
P NER L EIA 3B SN o ARFEEHZE I . ARSCHE. 2RI AREE  (2008),
FEN SIS, B A R SRAIRE g, PR KBS N, BT RE
PR, DR, AR SOOI AR AR o i[RI 2R 508 1E

AA%REE (CP, R AG RSN RIS, RS I a0
RO R 08 0 B A 1R I G U B A AU B LA R B e . AL B T R
%, WO TREAG, PR, BRI, AERSNE, TESIFIRERIT
PR, R, RIS A (R RS AN T

BB GE ) (OFFER), KA NG I B A 5 02 1 % 4 o USRI 5 8 7 i
e MIAGEERBZ, MHATIER I FERBE; B —Jrm, BEEEREZ ]
REVLI W oK, HUTIE R ZE, RGBT, ULl ks 6E %
i, [FFEERATER S BER. Bk, ASO AR A 555 AT

MR JEFEE (MKT), MRIEHNE (2006) R 54 T ITTIH KR IR
HeAHT 15 20, WA R TR S, MKT=1; HAbE, RN
TR E AR X, MKT =0,

2. ENZMEELRELTH LR

HHESZUENE R EEA R AR, PATHHENG, SURRE 6% & 2917E - AL
POREFE 15— 8, ASCERRL (D I AAENE R EE (GAP) 5HAT Bk ] (NEW)
DA S e v RN I AS I, A R R BS54, Ul B U R R RO A
AT BT VR U] i 25 T R R T 184 DR R R )1 B R K
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DEBT ,, = ay + &, NEW +a,ROA,, | + a;NEW *ROA,,
+a,GAP + asGAP * NEW + a GAP * ROA
+a,GAP * NEW * ROA + ayCUR ,, | + ayTAN ,, |
1o EQUITY ,, | + &, GROSS ,,_| + a,, SIZE ,
+a,;GROW , + a,CF;, + a,sOFFER , + a, MKT
+Y. B,INDUSTRY +5 )

TENAASE MR RE (GAP): 5 5EHENI LW R BE B Bf K 510502, AEPAT Fr e
U, RS BENS AN HT IH v e N TSR 22 5 . HE, 72 2007 ARG 3AT0ik
A XL . 76 2007 FF 2 THENIBATIOEE 1 4, I i Loli A& w) #2250 0%
HHT N 2 T HE B 2006 47 1eRE , AR Py A R 2 T ATH S0 o v oE U0 25
THRRIE M. R Ke, Li, and Yuan (2012) [R8F50—85, BATT LA 22 S iy ol ) A
XA T RERE . ° SN

T — NI
CHANGE — N new old

N Iold
GAP = In(1 +|CHANGE])

3. AELAEIME T RIS ERLE

P GEAN R IRB AR Al AR AT 2 T b 2 5 55 15 20 VR T IR S e R 2
M3 ASHERRL (1) FIANBARNEFT (NSOE) H3AT#iEN (NEW) DL K2
TR A S, AR

DEBT,, = aty + a\NEW +a,ROA,, | + ayNEW *ROA,, ,
+a,NSOE + asNSOE * NEW + ayNSOE * ROA
+a;NSOE * NEW * ROA +ayCUR ,, | + ayTAN ,, |
+a,  EQUITY ;, | +a,,GROSS ,, | + ay, SIZE ,
+a,3,GROW , + a4, CF;, + a,sOFFER ;, + o, MKT
+Y B,INDUSTRY +¢ (3)

fE BRI (3) . NSOE N BBUPE S IR B, FEBUBEA A K, %48
b0 o EAEBAT, CIRETEZ . Oy EBETT AR w DL E AT Al
BRI > o FRBIBRA N AR, Zd5hm 4 1, AREA R A W AR IE
A0S ) DL SRS AR E R R 1A F] o NSOE*NEW*ROA; .1 R EL o IR E K
G, BB v BIESE S, AR AT Al R B FR AR AE A5 3K 5 29 P AR TR B B
Al‘;%o

P A S UL IE S 1 CHANGE 123 w43 BT R 36, 45 A H i 84—
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M. KIEeImEER
(=) it 1 MRIEER
1. fiAELET

2 T AR AL FE AT T 5 AR MG g5 B e AR DEBT 1
FEUENPAT T MR 0.28 CHEAZECR 0.25). AEMENHAT BN 0.28 Ch A%
h0.23) 0 ALEL Z K35 WoR TR o VHAE USR], A b RIS DY 2 ¥ R . DEBT 2
WA FREIE B 10 WBHERR, ik ROA L& ROE, HivHE S B Wtk i T
JEHEMIBRAT I B o JLAIU 2538 bR, i TE B8 P2 LU TAN,  AHAS T It ofl ) st Bt
BN SR B T 987 by B B P I L BRI, P BELR AR T o4 8.93, Z 1
A 10.88, X AR B BRI ME G N T T B N LR, AR R S AT
2, BN BB S e gy, BRI T, AR A
R T BAIZRIRR SRNETRAR B0 7ER AR SERaT B W0 BRut LA
A 45 R bR PAT B UHE U 5 A B A . BRI, AL (SIZE). H
HR R (CF) A RS Z R BE S (OFFER) 485 U S2 it b Be #4118 .

oA TN B AT B Pearson AHIC REGIAT 72007, ' FRATTRIL, PIRITIEHEE
HH PR 189 £ ik 2 TB) AT B I M OG5 2R, Pearson 2504 0.96; 1A 45 Fabr 5 4%
HARPR LA EORIAH GG R MRS R (], oA AR DG e o, i AR
Bl Ei tb % EQUITY 5tk CUR 2 [A][¥] Pearson RECH 0.64, [k, 752485
5T, R DI Rl B AT DR rp AT S SRR A A AT T
demean Kb, 12

3 MAETHEA (1D WEDAZER . EWAEIHZR Y, ROA MARBIEZE N
1E, UEHERAT BT R &2 I8 AL BRI GE Ty o TERAT B ) 5 8 7= (1R % A8 X
i NEW*ROA 353445, LU — Rl 5545 H 07 15 s wi i e AR s
NEW*ROA G BB -0.72, t {50 -9.28; LASE Rt 7 vEA5 g i £ 3k
B ARSI, NEW*ROA [MATFRECH -0.73, tfEHA -8.59; IYTE 1%/K - &3
e BLEABAT BRI fS, 25 VE R LR G DRk i AU B BRI, IO SR T R
IR 1, Bt ENSEG, 7o tHE BT SErEssth. Mok, fafd ko

10 X ANEERURIALZ [ FRER L (2012) FIRFFE 5. flATTLL 2006 45 2010 FFTREAS, R ILAE 2008
FRFERRTT BN, SR RE R AR r 5 mBCE F Ak iaRs T2 —4
LT[ S5 R B8 TGRS AN R AT g AR K, Ll 4 J32 & etk Rz B Fk
B A WUZSASE N e TR RFIEREE . MR X . SCAb e, RS
Jith (A% 2008 AETFUATIDY JT 22 5 R i B 77 ), S0 A RSN E [ 5Kk
JRERIEHEZE B 42 51 http://www.ndre.gov.cn/xwzx/xwtt/£20090521 280383.htm), KB EHiA
FIFARZ E . AT AN By H AT R B2 T R 0 PR, Ik S AT I K
T T B IE R A 505 00 PR 825 M LU K AT, BRI 2 VHAE N (AR A A AR R 2,
oI BRATT I 2 R S v HE MR A S8, AR WA B AR 5% MR 1 45

UOBR TR, A SCRIE SRR M DE R AR

2 BA RGN AR B ERE AT T Demean Ji, 0 EBENEBHT TRMEVERL, BrE 4R
BRFE—2
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MIZATT, BT DRI o 2 o5 OB B N 2 b2 T8, v R
B DR UM B2 AR B v HEI B T v AR S AP A L, AT
WA ZRCE P AE T AR AR, SER N 1R i L SR ARA T (10 T 48X DR R SRR I 3
i o

*2 FLEEAPTHZIHENRRHRITER

2004 — 2006 (n = 3800) 2008 — 2010 (n =5008)

Mean Median Sd Mean Median Sd T Z

BTk

DEBT 1 0.28 0.25 0.23 0.28 0.23 0.25 145 3.26
DEBT 2 0.29 0.26 0.25 0.28 0.23 0.26 1.62  3.56
EHTE

ROA 0.02 0.02 0.06 0.04 0.04 0.07 -15.38 -15.83
ROE 0.04 0.06 0.18 0.08 0.09 0.18 -12.15 -17.39
CUR 1.56 1.22 1.23 1.57 1.22 .32 -0.43 1.83
TAN 0.97 0.98 0.05 0.96 0.97 0.06 8.93 10.88
EQUITY 0.48 0.46 0.19 0.48 0.47 020 -0.50 -0.52
GROSS 0.23 0.20 0.15 0.24 0.21 0.16 -2.17 -1.52
SIZE CHJ1) 3,270 1,590 6,660 5980 2,090 12,000 -12.56 -12.51
GROW 1.23 1.16 0.51 1.22 1.15 0.54 0.60 2.53
CF 0.14 0.11 0.17 0.15 0.13 0.19 -233 -1.97
OFFER 0.01 0.00 0.05 0.03 0.00 0.11 -12.16 -13.11

2. ZElFeE

FARI 55 Fah, Wnisl LA G LA, AR rh (Al v R 08 25 0 97
VAP AT NA A P ZE L 1B U EDRAG, I, S T Al R R B
K, MASEARAT X DR A I 5548 bR i B A o SR B i, LA P [E] 1
SR REFR R E N IE, UHIA R RBTEOR, B btEosE ;s [k, Rt
AR At T R B A O IE, WA A KM R, BB . BB
FRAEBI R G R BRI, UL BBl , B DRUE MARAT SRATDEK,
XM ERDRANE SR (20060 SR8 AR L A8 AR el
ARBUR N IE, U B G T 7l 0% E i, [IRE S S AE 55 T Il ot
CAHIFARRACKR R, MR EANCR; Ba, IR AR i Al v R O
HIE, BT R X, T A A B AR B oK R .

B BRATEARSE TSRS, AR R AE SR S VNS, 25 B A 2 i H
AT T8, RIAIR R TR S AR, ST HENISE)E, MRS L e
5% M.
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x3 HENMSUHBEREFRSHIERRXAZMN
&) 2
TE DEBT 1 DEBT 2
NEW -0.02%** -0.03***
(-4.16) (-4.98)
ROA 0.64%** 0.64%**
(8.86) (8.11)
NEW*ROA -0.72%** -0.73%***
(-9.28) (-8.59)
CUR -0.03*** -0.03***
(-9.55) (-9.12)
TAN 0.23%** 0.22%%%*
(3.67) (3.42)
EQUITY -0.26%** -0.24%**
(-10.09) (-8.99)
GROSS -0.13%** -0.15%**
(-4.46) (-5.11)
SIZE 0.02%** 0.02%**
(4.42) (5.22)
GROW 0.04%** 0.06%**
(5.67) (7.64)
CF 0.08*** 0.09%%**
(3.41) (3.81)
OFFER 0.28%*** 0.42%**
(7.46) (9.57)
MKT 0.04%** 0.04%**
(5.02) (4.85)
FEHAT
Constant 0.36%** 0.37%**
(10.87) (11.02)
Observations 8,808 8,808
R-squared 0.2231 0.2325

e S N EREYE T, ***KR p<0.01, **FIR p<0.05, *FI/R p<0.1.
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k4 ENZHRERTI

97

@ @
TE DEBT 1 DEBT 2
NEW -0.01%* -0.02%**
(-2.27) (-2.88)
ROA 0.50%** 0.48*#*
(6.12) (5.40)
NEW*ROA -0.59%** -0.57%**
(-6.34) (-5.68)
GAP 0.01 0.01
(0.71) (0.90)
GAP*NEW -0.05%** -0.06%**
(-2.61) (-3.05)
GAP*R0OA 0.51%** 0.61%***
3.72) (4.10)
GAP*NEW*R0OA -0.43%* -0.54%**
(-2.55) (-3.03)
CUR -0.03%** -0.03%**
(-9.38) (-8.93)
TAN 0.23%#* 0.23%**
(3.70) (3.52)
EQUITY -0.25%** -0.23%®
(-9.01) (-7.99)
GROSS -0.12%** -0.14%**
(-3.97) (-4.62)
SIZE 0.02%** 0.027%**
(4.19) (4.95)
GROW 0.04%** 0.06%**
(5.64) (7.62)
CF 0.10%** 0.11%%*
(3.84) (4.25)
OFFER 0.28*** 0.41%**
(7.24) (9.33)
MKT 0.05%** 0.05%**
(5.16) (5.01)
FEHIAT
Constant 0.35%** 0.36%**
(10.05) (10.21)
Observations 8,281 8,281
R-squared 0.2222 0.2331

TE: 355 N REYE T (. *** &R p<0.01, **&IR p<0.05, *&75 p<0.1.
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(2D Ri% 2 BIIRIEER

AWM T (2 WEESER. FEA (1D —3, APAEEBEAY, ROA
R W N IE, 28 I NEW*ROA (W R 5035 W35 0 . HENIE M RE RE S5 HUTH
HEMIAN 21 ML 5748 LI GAP*NEW*ROA 1£ 5/ [ ARS8 o [T R 5043 0 4 -0.43 1l
-0.54, TAEHIA -2.55 F1 -3.03, 20 5I7E 5%H1 1% 50 K N B4 1. Uik
TR VHEN S, S HEN AR FE BRI ), LS TE R X 3 1 D I Al e
DR BRI R, XML AT HEN S, SThlas SRl R guR e TR, 2 h
TARTHEMI ARk, AN 2 A ) R 55

(=) it 3 BIHRIGLE R

LS T3 IEDAZE R, BRI, NSOE*ROA WIRE 17k 0.41
(T=3.14) F10.46 (T=3.08), Tt 1%R %K T W HIE, SR T EA5EK
AF], ARG A A S TS SR SR UG, SIS E R E A A
PR AT EA . XM 2R SR (2006) (45— 3. UL DEBT 1
HPRAR B R [EE Y, NSOE*NEW*ROA [ HRECR -0.39, t{HHR -2.36, 1& 5%/KF-TF
WE N, UL DEBT 2 AR ERIEIHF, NSOE*NEW*ROA W HEN -0.47, t14
H-2.59, TR 1%KF FRFE NG, AR TEAEERAR, PATHIMENE, 4EH
A A TS S H G R BB I N B R RO BB ARAT 0 A A Ak SRR e
BHRESTEST, HENR ARG R & THE BT R SR, BT R E A Al B
BT E G AR 5 i K

5 AR SCRE TASCIMBUL 3. T2 s BAE B 5 A L A
ANTAEEAE A, HENAR T S s vHE B R R AR, B AL oHE B S
HYAER AR Z N TAEE A k. BIBATHHEN S, JEREG 3R A F M2
THRIE 55 3 3 DRk OB 1) PR B R

1. BATE R TARIBNE G AR FE bR K5 AR % ROE % % 7=
AR BAFEFA AL (D HATRE, £ 6 ZRIAgR, Bk~ x 50T
HHENIAZ X AL & NEW*ROE 1A BIE T Al v R -0.21, t fHA -7.36 Al
-6.48, BJTE 1%MI7K R B R0, BT HHENDG, 8 a3 50 Deak
(PR E B S PR . IR S A SO = gl R — 2

2. 2008 4F 10 H, ARAH S pl e Lo b E g, BRI T 4 T
bR, 1S 2008 A5 VYA EEAATE DY RS R, X FAES R EL 2008 42 2010 4
SRR B OSHOCR IR ZE R Bk, HIBR 2008 EIFEAA ], LL 2004 2
2006 “FA1 2009 22 2010 FFHIFEARA R PGB (1) HEATMIE, & 7 T HE
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x5 FRNAEIMET, fFENMSHHESHERRXRAFZMAEYIER

(1) (2)
TE DEBT 1 DEBT 2
NEW -0.03%** -0.04%**
(-4.58) (-5.15)
ROA 0.47*** 0.46%**
(5.50) (4.88)
NEW*ROA -0.63%** -0.60%**
(-5.94) (-5.25)
NSOFE 0.03%** 0.03%**
(2.92) (2.96)
NEW*NSOE 0.01 0.01
(0.49) (0.42)
NSOE*ROA 0.41%** 0.46%**
(3.14) (3.08)
NEW*NSOE*R0OA -0.39%** -0.47%%*
(-2.36) (-2.59)
CUR -0.03*** -0.03***
(-9.56) (-9.13)
TAN 0.23%** 0.22%**
(3.68) (3.44)
EQUITY -0.26%** -0.23%**
(-9.72) (-8.64)
GROSS -0.14%** -0.16%**
(-4.84) (-5.48)
SIZE 0.02%** 0.03%**
(5.42) (6.16)
GROW 0.04%** 0.06%**
(5.50) (7.51)
CF 0.07%** 0.09%**
(3.29) (3.71)
OFFER 0.28*** 0.42%%*
(7.41) (9.52)
MKT 0.04%** 0.04%**
(4.60) (4.44)
FEHAT
Constant 0.35%** 0.36%**
(10.35) (10.48)
Observations 8,808 8,808
R-squared 0.2279 0.2370

TE: 355 N REYE T (. *** &R p<0.01, **&IR p<0.05, *&75 p<0.1.
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RO TRRRMEALS. FENXREERER SIS RREMAEAER

@) )
TE DEBT 1 DEBT 2
NEW -0.02%** -0.03%**
(-4.00) (-4.83)
ROE 0.20%** 0.19%**
(9.38) (7.98)
NEW*ROE -0.21%** -0.21%**
(-7.36) (-6.48)
CUR -0.03%** -0.03%**
(-9.44) (-8.99)
TAN 0.24%** 0.24%%*
(3.91) (3.65)
EQUITY -0.26%** -0.24%**
(-10.09) (-8.97)
GROSS -0.12%** -0.15%**
(-4.60) (-5.25)
SIZE 0.02%** 0.02%**
(4.47) (5.28)
GROW 0.04%** 0.06%**
(5.63) (7.55)
CF 0.08*** 0.09%**
(3.54) (3.95)
OFFER 0.29%** 0.42%%*
(7.52) (9.62)
MKT 0.04%** 0.04%**
(4.96) (4.80)
AT
Constant 0.36%** 0.36%**
(10.85) (10.99)
Observations 8,808 8,808
R-squared 0.2227 0.2318

T TR RMETE T (. ***K78 p<0.01, **&IR p<0.05, *&7r p<0.1.

S50, AT BHAEI 5 9% 77 [ 3R 3848 LI NEW*ROA TE AN I R4l o REUYTE 1%
KPR 2205, B 2008 22 2010 4F, S UHHEAR B DU iR o ik B R
AR PRBORARL G 1
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Fx 7 FRERMEAGIS: FIBR 2008 EHANRFHEIAZER

a 2)
TE DEBT 1 DEBT 2
NEW -0.03*** -0.03%**
(-4.52) (-5.41)
ROA 0.68%** 0.70%**
(9.31) (8.64)
NEW*ROA -0.78%*** -0.80%***
(-9.66) (-8.98)
CUR -0.03%*** -0.03%**
(-9.61) (-9.04)
TAN 0.19%** 0.18%*
(2.93) (2.55)
EQUITY -0.28%*** -0.26%**
(-10.53) (-9.44)
GROSS -0.12%%* -0.15%**
(-4.24) (-5.12)
SIZE 0.02%** 0.02%**
(3.98) (4.60)
GROW 0.04%** 0.06%**
(5.26) (7.28)
CF 0.06** 0.07%**
(2.45) (2.73)
OFFER 0.28%** 0.41%**
(6.25) (8.02)
MKT 0.04%** 0.04%**
(4.75) (4.62)
AT,
Constant 0.38%*** 0.38***
(11.07) (11.06)
Observations 7,314 7,314
R-squared 0.2269 0.2340

e FES WA T . ***%R p<0.01, **FIR p<0.05, *FEIR p<0.l.

3. OB HENIRAT R, R TS HRRS, FA SRRt 2 B . KRR
(1 AR HARAR B 5 AT B S v HE I A ST, & 8 i T IR Ei R, i
T A AR R AR T HTHE NI TS 5 B G DY KOG R AR 5, NEW*ROA ATHE 1% 7K
T PN

FEEBER A, FATT LR R, AT B & HENNRT, ROA I ARBRE N IE,
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RPARAT I DR R SO T A 2R SEAT B THIEN S, NEW*ROA TR E W%
b, S THE B 3% Fi%. ROA FI NEW*ROA [ R B2 A%,
XU B & VP HEN ST fe , R RE ) AR A OC . 9 AE 408 2 v s i
i, SVHERERFRAE S C? AR 8 hIRATITLLEH, HIE%™ (TAN)
71 IFRS K HIA 2, {6 IFRS G W A 1E. —/NAReIFRZ, hTsrasvHE
WEAT G, SVERNE BRI S IR, ARAT SR 7 BEASAAS 6 DS R I SE 4
T AN TR I E, A TR B8 R A SR B RR . 98K, 7R
TTRER IS4, AP T 587710 75 B AT W8 I W= VP Al A W T VR4S, A
MHEIN T A G A . FRATINE 22255 B NEW*TAN #5HEHT TR TER S, Prf i 4h
Brh, NEW*TAN ) 28034 52 4 1F. Chen, Chen, Wang, and Yao (2012) [ [E T
GUAE— E RS SRR IR TR, AT R B, M TR A v ME S, ARAT S
AT IR AT B

4, FREF| 2007 FERIPTREEAKTE 2006 F JEHEN R G045 HE A i, A
PEAEA S E LR IR T 2007 EHIAEA . IXELIRATI 2007 EIFEA, FHT
X (1) BHATRDA, & 9 i TIIALE R, NEW*ROA JiE 1% MKV F2E N
o

~

5. fEFMEAT, 2008 FFELLG A FIELH 2T 2006 FELLRT, 275 4 #iE 2w
RFAE-F BT B D 5\ S USRI ¢ R ARG 2 FRATISRH 2004 22 2010 4E A
SPAFARCE A (unbalanced panel data, fRUFFTA 2 FLE IFRS K H TG 3[Rl 5220
L0 HHATRMEYERLS . 2004 & 2006 SELLK 2008 & 2010 F3L755) 7,954 4
MIE . £ 10 AEDAZER . aTLEH, 28 XA NEW*ROA [ REIILE 1%K5 /K
PR RE R BUIIAS B A S REAE . 102 HT v D) ) S 3 BT BT Ok
155\l S U G &R AR A

6+ XFATMLs R — A

AT BB W RlE T O ddl TA R, H&m T 2008 IR I
AR RIS A B AT A A R, AR — P HEBR AT 5 . DYy
CEEZ BT A VAW, 2m TR ARAIERE R, MR X
. SO R WRBIRHESE T, A BT A R AR DRk 52 R i oA el bR
Blo A —LE TP A g F b= W) 52 21 WA 45 R se ), BT B R &2 21
R BATDOAREAAT ML AN T3 DK A AT T R A B, R I
AT OKEES AR SN ST R g E8mn, 4 Mk (E2.
EREARL @EH . AL S ST R Bk Wb o S HERR 22 B 1) 5%
m,  FRATIAECT W A

YO T E RS SRR R, BATITCHE SR EAT LT T EARAT AR S VR N AT S
FETT AR TR . AR ATAEIX Iy T 4R EEWT T o
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&8 TR, REASBMMNMEHEESHITEVEN (NEW) BRI XN

@ (2)
T= DEBT 1 DEBT 2
NEW 0.00 0.00
(0.21) (-0.52)
ROA 0.64%** 0.64%%*
(7.98) (7.32)
NEW*ROA -0.71*** -0.72%**
(-7.04) (-6.63)
CUR -0.03*** -0.03%**
(-6.73) (-6.14)
NEW*CUR 0.01 0.00
(1.04) (0.81)
TAN 0.10 0.09
(1.02) (0.96)
NEW*TAN 0.20* 0.20*
(1.86) (1.80)
EQUITY -0.27%** -0.24%**
(-7.63) (-6.57)
NEW*EQUITY 0.00 -0.00
(0.04) (-0.10)
GROSS -0.12%%** -0.16%**
(-3.48) (-4.45)
NEW*GROSS -0.02 0.01
(-0.42) (0.37)
SIZE 0.02%*** 0.02%***
(2.92) (3.41)
NEW*SIZE 0.00 0.00
(0.16) (0.13)
GROW 0.02%* 0.05%**
(2.39) (4.46)
NEW*GROW 0.03%** 0.02
(2.62) (1.39)
CF 0.10%** 0.12%*%**
(3.04) (3.30)
NEW*CF -0.04 -0.05
(-1.02) (-1.05)
OFFER 0.02 0.30**
(0.19) (2.40)
NEW*OFFER 0.28%* 0.12
(2.43) (0.91)
MKT 0.06%** 0.06***
(5.64) (5.35)
NEW*MKT -0.03** -0.03**
(-2.53) (-2.41)
AT
Constant 0.35%** 0.35%**
(10.23) (10.45)
Observations 8,808 8,808
R-squared 0.2271 0.2344

TE: 355N REYE T (. *** &R p<0.01, **&IK p<0.05

, *RIR p<0.1,
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R9 FREMMLE: AN 2007 FEHIHER

@) @
TE DEBT 1 DEBT 2
NEW -0.02%** -0.02%**
(-3.57) (-4.17)
ROA 0.57%** 0.56%**
(8.42) (7.67)
NEW*ROA -0.65%** -0.65%**
(-9.23) (-8.48)
CUR -0.03%** -0.03%***
(-9.76) (-9.58)
TAN 0.25%** 0.26%**
(4.01) (4.04)
EQUITY -0.26%** -0.24%**
(-9.84) (-8.69)
GROSS -0.13%** -0.15%**
(-4.55) (-5.20)
SIZE 0.02%** 0.02%%**
(4.53) (5.39)
GROW 0.04%** 0.06%**
(6.06) (8.21)
CF 0.07%** 0.09%%**
(3.34) (3.83)
OFFER 0.26%** 0.39%**
(7.96) (10.14)
MKT 0.05%** 0.05%**
(5.36) (5.30)
FEHIAT
Constant 0.36%** 0.36%**
(10.68) (10.79)
Observations 10,226 10,226
R-squared 0.2208 0.2314

TE: 355N REYE T (. *** &R p<0.01, **&IR p<0.05, *&75 p<0.1.
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T, BT BRBEE I TR E I AT, SRR 1 AT, 2R
# 11 nTLUE AR SR T S AahR N, NEW*ROA WREIIN -0.69, #i
T 1% AR50 KPR 23 4 .

FLU, BATFIBR B OO R B Ak 1 6 AT, B 1 AT, 45
Rk 120 0] LUE HAE PR DERK I S F R A5 1, NEW*ROA R E5 3K -0.73
M-0.71, BITE 1% 50K 224 1

F 10 FENMSHERERSHERRXRZZN — KA ERRSIENER

@) 2
TE DEBT 1 DEBT 2
NEW -0.02%** -0.02%**
(-3.31) (-4.04)
ROA 0.58%** 0.59%**
(7.92) (7.23)
NEW*ROA -0.61%** -0.62%**
(-7.25) (-6.63)
CUR -0.03*** -0.03***
(-9.54) (-9.01)
TAN 0.24%** 0.24%%*
(3.75) (3.55)
EQUITY -0.25%** -0.22%**
(-8.57) (-7.52)
GROSS -0.11%** -0.13%**
(-3.52) (-4.26)
SIZE 0.02%** 0.02%**
4.17) (4.93)
GROW 0.04%** 0.06%**
(5.30) (7.31)
CF 0.10%*** 0.12%**
(4.02) (4.43)
OFFER 0.28*** 0.43 %%
(7.21) (9.30)
MKT 0.05%** 0.05%**
(4.89) (4.73)
FEHAT
Constant 0.35%** 0.36%**
(9.66) (9.82)
Observations 7,954 7,954
R-squared 0.2206 0.2322

e FS N RERRENE T . ***RR p<0.01, **FIR p<0.05, *FIR p<0.l.
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F I TRREMAGLE. HIRRINEE R EEEMAIEAR AR FEMEYFER

@) @
TE DEBT 1 DEBT 2
NEW -0.03*** -0.03%**
(-5.15) (-5.61)
ROA 0.63%** 0.64%**
(8.54) (7.70)
NEW*ROA -0.69%** -0.69%**
(-8.66) (-7.82)
CUR -0.03%** -0.03%**
(-8.86) (-8.38)
TAN 0.24%** 0.23%**
(3.92) (3.65)
EQUITY -0.26%** -0.24%%*
(-9.37) (-8.45)
GROSS -0.12%%* -0.14%%*
(-4.03) (-4.65)
SIZE 0.02%** 0.02%**
(4.64) (5.06)
GROW 0.03%** 0.06***
(4.78) (6.80)
CF 0.05%* 0.06**
(2.30) (2.50)
OFFER 0.29%** 0.40%**
(7.31) (8.76)
MKT 0.05%** 0.05%**
(4.82) (4.73)
PEHIAT
Constant 0.37%%* 0.37%*%*
(10.98) (11.06)
Observations 7,683 7,683
R-squared 0.2172 0.2210

TE: 355N REYE T (. *** &R p<0.01, **&IR p<0.05, *&75 p<0.1.
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12 MM ERIFENBUTH RIS EEEMIIEE TR

&) 2)
TE DEBT 1 DEBT 2
NEW -0.02%** -0.03%**
(-3.74) (-4.24)
ROA 0.66*** 0.65%**
(7.93) (6.98)
NEW*ROA -0.73%** -0.71%**
(-7.95) (-6.96)
CUR -0.03%** -0.02%**
(-7.53) (-6.92)
TAN 0.25%** 0.23%%*
(3.64) (3.33)
EQUITY -0.28%** -0.26%**
(-8.87) (-8.07)
GROSS -0.10%** -0.13%**
(-2.85) (-3.47)
SIZE 0.02%** 0.03%**
(4.85) (5.18)
GROW 0.03*** 0.06%**
(4.81) (6.59)
CF 0.04 0.04*
(1.43) (1.69)
OFFER 0.27%*** 0.40%**
(6.44) (8.03)
MKT 0.05%*** 0.05%**
(4.56) (4.36)
AT
Constant 0.37%** 0.37%**
(10.87) (10.97)
Observations 6,303 6,303
R-squared 0.2116 0.2151

e S N ERREIE T, **+%3ER p<0.01, **FIR p<0.05, *F/R p<0.1.

M LRI T LA, Bt ENSEE )5, v b STRE g ST R K B2 R
BEAE Z WS EL T B v HE AR (B S 2L
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7~ ARG

ASCRESS: T AT HHENIT 5 b A R O S T HR R S R AR O,
FATLU R R

C1 PATFHEN G e VR -5 0T DTk 0 Bk v 25 B, BT v
KT R EA ], AR T 2T AEE PR b 2L S RE T, AT AR 1 A3
FEGUSS G AR AT I (2) S2HEMARALSE M RE SERER I AR, AT HTHEN A, H
SV ARTR bR BT DU T R R S vy s DLW T IR SR B, B
WSt 2 VLA B DR AR DI R, R MEN ARG B, AN AR
Wz (3D Lk EAER A, RIFEAAER AR, $FATHEl)E, i)
Tobn 5 B DK R B2 A, (AR A w BRI R ] 2 KT AR A
Ao UL 1T BUR T FIURT R A7 A PR R A ARSI A A, BRI T TR bn e
AN ST E, ENAAL T B T B TR A B, AT 2
R £ R A A Bk A 24 o R A th A T AR A Al

B2 ASCTERIL, OB vHENI AR T oM A B IS L1 HE A A xt
SR G AR M 32 28 W) B LAR

AN E LI EWET T e T HEN AT ROR, A LR OFSUA 7R

PERAT RPN SZLI R 22 vHF ST K 2R IFA 2 B AR e THE Rk
AR SN AT RES PR T 2 vHE BAE S L2 h e . e et s, 587k
TR SR, BB R, AT D1 S A A R B I
HRE RS P AR I I R, EH TR IO D HNELRME, B
2SI ARSI TE AR, K T R i esh . FLIX oy sl 5 2R 55 i fe
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l. Introduction

On 15 February 2006, China’s Ministry of Finance issued a set of new Chinese
accounting standards (hereinafter referred to as “NCAS”). The NCAS consist of one basic
principle and 38 detailed principles and took effect for listed companies on 1 January
2007. Except for a few items, the NCAS largely converge with the International Financial
Reporting Standards (hereinafter referred to as “IFRS”). The NCAS are not only a
milestone in China’s accounting reform but also an important step in the process of the
international convergence of accounting standards. What are the economic consequences
of the adoption of the NCAS? The answer to this question is important to regulators,
practitioners, and scholars. The current research on this issue basically uses the valuation
perspective. Specifically, most current research focuses on the economic consequences of
IFRS adoption on the equity market; for example, most studies examine whether
accounting information becomes more relevant after IFRS adoption.” However, few
studies have reported the impact of IFRS adoption on debt holders. Our study attempts to
fill this void in the literature.

We are interested in the impact of IFRS adoption on debt holders for three reasons.
First, debt is an important financing method, and NCAS adoption has definitely had an
impact on the accounting numbers used in debt contracts. Watts (2003) argues that the
demand from debt holders affects the quality of accounting information, and Ball, Robin,
and Sadka (2008) show that the debt market has a larger impact on financial reporting
quality than the equity market. Therefore, it is critical to investigate the impact of NCAS
adoption on debt holders.

Second, valuation and contracting pose different demands as regards the quality of
accounting information. According to Gjesdal (1981) and Lambert and Larcker (1987),
the improvement of accounting information’s usefulness to investment decisions may
weaken its contracting role. Holthausen and Watts (2001) and O’Connell (2007) suggest
that accounting information plays an important role in contracting and governance, which
are major determinants of accounting practice. Therefore, studying the economic
consequences of NCAS adoption from the relevance perspective paints an incomplete
picture of its economic consequences.

Third, studies on the impact of standards convergence on contracting provide more
direct evidence than those that examine accounting information relevance. However, we
find that few studies explore this issue from the contracting perspective.

Accounting information is widely used in banks’ decision-making. In this study, we

are interested in how the banks, as important accounting information users, have reacted

3 Please refer to Leuz and Wysocki (2008) and Hail and Leuz (2007).
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to NCAS adoption. Specifically, we raise three research questions: (1) Does the
usefulness of accounting profitability in debt contracting change after NCAS adoption? (2)
Do firms heavily influenced by NCAS adoption experience a larger change in the
usefulness of accounting profitability? (3) Does the nature of ownership have an impact
on the change in usefulness?

Using Chinese listed companies between (a) 2004 and 2006 and (b) 2008 and 2010
as our sample, our study produces three major findings. First, the amount of a new debt
becomes less sensitive to accounting profitability in the post-NCAS period, which
suggests that NCAS adoption weakens the usefulness of accounting profitability in debt
contracts. This finding is consistent with our argument that NCAS adoption has
introduced fair value accounting, which makes earnings a noisier measure for corporate
operating performance. Meanwhile, the increased discretion introduced by the NCAS also
weakens the reliability and testability of earnings, mitigating the usefulness of accounting
information in debt contracts.

Second, firms that are heavily influenced by NCAS adoption experience a more
significant decrease in the usefulness of accounting numbers, which further supports our
argument that the decreased sensitivity of new debts to accounting profitability can be
attributed to the change in standards rather than to other factors.

Third, the change in such sensitivity varies according to the nature of ownership.
Specifically, while the sensitivity of new debts to accounting profitability decreases for
both state-owned and non-state-owned companies in the post-NCAS period, the latter see
a higher degree of decrease in sensitivity. These findings are consistent with our argument
that state-owned companies are less sensitive to this policy change than non-state-owned
companies due to government intervention, government implicit guarantees, and soft
budget constraints. Our findings also indicate that corporate governance influences the
role of accounting information in debt contracting. Moreover, the change in the
usefulness of accounting information in contracting decisions is also influenced by
institutional factors.

This study makes two contributions to the accounting literature. First, it provides
evidence regarding the impact of mandatory accounting policy change on the contracting
role of accounting information. As previously stated, few studies have investigated the
economic consequences of IFRS convergence from the contracting perspective. To the
best of our knowledge, only Kim, Tsui, and Yi (2010), Christensen, Lee, and Walker
(2009), Wu and Zhang (2009b), and Chen, Chen, Wang, and Yao (2012) have studied the
impact of IFRS adoption on the debt market. For example, Kim, Tsui, and Yi (2010) study
the impact of IFRS adoption on interest rate using firms that voluntarily adopt IFRS and

find that banks ask for lower interest rates for those firms. Christensen, Lee, and Walker
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(2009) study the market reaction when firms disclose reconciliations from local generally
accepted accounting principles (GAAP) to IFRS and find that the market reacts to such
reconciliation information. This finding is consistent with their argument that
reconciliation items have information content because the policy change will affect debt
contracts, which causes different wealth allocation between debt holders and equity
holders. Wu and Zhang (2009b) examine the impact of IFRS adoption on the sensitivity
of credit ratings to earnings. They find that credit ratings become more sensitive to
earnings for voluntary adopters. In contrast, sensitivity increases only for mandatory
adopters under strong rule of law. Different from their study, our paper adopts a more
direct debt ratio to discuss the role of earnings in debt contracts. Chen, Chen, Wang, and
Yao’s (2012) international study investigates the change in accounting information’s
usefulness in debt contracts before and after IFRS adoption and finds that accounting
information is less useful in debt contracts after IRFS adoption. However, their sample
does not include China. As China is currently the biggest economic entity that converges
with IFRS, how Chinese banks react to NCAS adoption is an interesting and important
research question.

Second, this paper offers evidence that corporate governance will influence the
effects of accounting standard changes. Sun, Li, and Wang (2006) find that accounting
information is less useful in debt contracts for state-owned companies than for
non-state-owned companies. Their findings suggest that the importance of accounting
information in debt contracts varies according to corporate governance. Their finding
leads to a question: Does the impact of NCAS adoption on the usefulness of accounting
information in debt contracts vary according to corporate governance? To the best of our
knowledge, no studies have offered such evidence. Our study raises this research question
and finds that the change in accounting information’s usefulness in debt contracts varies
for firms with different levels of governance.

The remainder of our paper proceeds as follows. The next section reviews related
studies and develops our hypotheses. Section III describes the research design, and the
empirical results are presented and discussed in Section IV. Robustness checks are
provided in Section V. Section VI concludes the paper and discusses the implications of
the study.

Il. Literature Review and Hypothesis Development

1. The impact of NCAS adoption on the usefulness of accounting information
in debt contracts
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Accounting information helps to reveal a firm’s financial status and its operating
performance. It is not only an important input for banks to make credit decisions but also
a useful tool for supervising firms and reducing the information asymmetry between
banks and firms. Previous studies find that accounting information plays an important
role in designing debt contracts. For example, early research by Smith and Warner (1979)
and Leftwich (1983) documents the existence and function of accounting-based
covenants in public debt contracts. Watts and Zimmerman (1986) argue that debt
covenants based on accounting information could prevent equity holders or managers
from damaging debt holders’ interests by declaring dividends or taking high risk projects.
Sloan (2001) also suggests that accounting information helps debt holders to exercise
their rights.

Findings from the prior literature suggest that banks take accounting quality into
consideration when they make lending decisions. Leftwich (1983) examines private
lending agreements and finds that banks tend to choose a set of measurement rules that
restricts management’s ability to choose accounting rules that favour shareholders at the
expense of debt holders. Watts (2003) argues that debt contracting is one of the most
important explanations for conservative accounting; for instance, conservative accounting
can protect debt holders by restricting shareholders’ dividends in bad situations. Moreover,
debt holders welcome conservative accounting because their payoff function makes them
more conservative and careful about liquidation value. According to Beatty, Ramesh, and
Weber (2002), firms are willing to pay substantially higher interest rates to retain
accounting flexibility in their debt contracts, and Francis, Lafond, Olsson, and Schipper
(2005) find that interest rates are higher for firms with poor accounting quality. All of this
evidence implies that accounting quality affects firms’ financial costs. Bharath, Sunder,
and Sunder (2006) also find that firms with poor accounting quality bear higher interest
rates; moreover, such firms have more stringent maturity and collateral terms in their debt
contracts. Li (2010) argues that efficient debt contracting requires accounting information
to be good at revealing firms’ future operating performance, and hence transitory earnings
are relatively less useful in debt contracts. Overall, all of the evidence suggests that those
involved in debt contracting prefer accounting information to be less subject to
manipulation, more conservative, and less transient.

With financial reform in China going deeper, Chinese banks have begun to introduce
the concept of risk management and have already established five categories of loan.
Meanwhile, the bank rating and evaluation system of credit assets has gradually matured
as well. Consequently, accounting information has become widely used in credit
decisions, debt supervision, and default risk predictions. Rao and Hu’s survey (2005)

finds that banks value accounting information. Hu, Lin, Li, and Xie (2005) find that
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interest rates are negatively related to accounting performance, suggesting that banks
make their credit decisions based on accounting information. Sun, Li, and Wang (2006)
and Liao (2007) show that accounting information helps to reduce the information
asymmetry between lenders and borrowers and therefore significantly influences credit
decisions.

The NCAS give management more discretion to manipulate earnings. For example,
management has more discretion in determining the fair value of assets when an active
market of those assets does not exist. Also, management has more discretion in decisions
regarding the capitalisation of development expenses and goodwill impairment. Studying
the change in accounting quality in countries that have mandatorily adopted the IFRS,
Daske, Hail, Leuz, and Verdi (2008) find that accounting quality improves after IFRS
adoption in strong law enforcement countries, while the change in accounting information
quality is insignificant for countries with weak law enforcement. Wu and Zhang (2009b)
find that the voluntary adoption of the IFRS/US GAAP comes with significant increases
in the sensitivity of credit ratings to the accounting default factor.* No such evidence is
found for mandatory adoption except in countries with a stronger rule of law. Their
findings suggest that the incentive to adopt IFRS affects accounting quality.5 What are
the consequences of the adoption of new accounting standards in weak law enforcement
countries such as China? He, Wong, and Young (2011) provide evidence that firms
manipulate earnings through judgments related to fair value after NCAS adoption. Under
the current situation in China, larger discretion over earnings may increase the
information asymmetry between firms and banks and introduce more noises into earnings,
which make earnings less useful in debt contracts. Meanwhile, according to the NCAS,
some assets are recognised in the balance sheet based on their fair value and changes in
value of those assets are recognised as earnings. This part of earnings is unrelated to a
firm’s major business. Moreover, this part of earnings is relatively more transient. All of
these features make earnings under the NCAS more volatile and less predictive of future
performance, increasing the information asymmetry between firms and banks (Chen,
Chen, Wang, and Yao, 2012).

The overall evidence suggests that (1) Chinese banks use accounting information
when they make credit decisions and (2) the accounting numbers under the NCAS might
be less useful in debt contracts due to deteriorated reliability and larger noises. Using a

sample of Chinese listed companies, Ke, Li, and Yuan (2012) find that the usefulness of

* There are 883 firm-year observations from 16 countries in the voluntary adoption sample. The
mandatory adoption sample has 1,917 firm-year observations from 18 countries. The total sample size is
2,800 firm-year observations.

> Please refer to Christensen, Lee, and Walker (2007), Barth, Landsman, and Lang (2008), and Daske,
Hail, Leuz, and Verdi (2007) for more details.
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accounting information decreases significantly after NCAS adoption. Chen, Chen, Wang,
and Yao (2012) also find that the usefulness of accounting information decreases in debt
contracts after IFRS adoption.” The NCAS may increase the information asymmetry
between banks and firms. Accordingly, banks will adjust their reliance on accounting

numbers. This leads to our first hypothesis:

H1: The sensitivity of new debts to accounting profitability decreases after
NCAS adoption.

According to Hypothesis 1, if the change in sensitivity is due to NCAS adoption,
then firms that are heavily influenced by NCAS adoption should experience a larger
sensitivity change; if not, the change in sensitivity may be due to other factors rather than

to NCAS adoption. We test this prediction with our second hypothesis:

H2: Firms heavily influenced by NCAS adoption will experience a larger

sensitivity change.

2. The impact of NCAS adoption on the usefulness of accounting information:
the role of corporate governance

The nature of ownership has a great influence on debt contracting in China.
Although the state-owned banks have gone through huge marketisation in recent years,
the Government still plays an important role in allocating resources, especially when both
the companies and the banks are controlled by the state. Sun, Li, and Wang (2006) find
that the Government provides implicit collaterals to state-owned companies. They also
find that banks are more willing to lend money to state-owned companies. Thus,
accounting information is less useful in debt contracting for state-owned companies. Liao
(2007) suggests that accounting information reduces the information asymmetry between
banks and firms, which is very helpful to banks when making credit decisions.
Considering that the usefulness of accounting information is affected by the nature of
ownership, it is more likely that accounting information will be useful for
non-state-owned companies than for state-owned companies.

Hence, if the usefulness of accounting information in debt contracting is mitigated
for state-owned companies, when accounting quality changes due to NCAS adoption, the
change in usefulness will be smaller for state-owned companies. Therefore, we develop

Hypothesis 3 as follows:

H3: Compared to state-owned companies, the change in the sensitivity of new

% Their sample does not include China. Our paper focuses on how Chinese banks use accounting
information after NCAS adoption.
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debts to accounting profitability measures is higher for non-state-owned

companies.

lll. Research Design
1. Sample selection and data sources

Our sample consists of all of the Chinese listed companies that issue A-shares and
covers both the pre- and post-NCAS periods (2004 to 2006 and 2008 to 2010,
respectively). We then exclude firms that meet the following criteria: (1) firms from the
financial and insurance industries, (2) firms with negative equity values, and (3) firms
that have missing financial and governance data. The final sample contains 8,088
observations. We exclude the year 2007 from our sample because banks usually make
their credit decisions based on accounting information from the previous year; therefore,
the debt decision in 2007 is made based on accounting information from 2006.
Accounting information from 2006 is compiled under the old Chinese accounting
standards. Although firms are required to discuss the impact of NCAS in their 2006
annual reports, whether this information will influence banks’ decisions is unclear. To
avoid introducing unnecessary ambiguity into our data, we exclude 2007 data from our
sample but rerun all of the tests with the 2007 data added in robustness checks, and we
find that all of the results hold. Table 1 summarises the sample selection procedures. We
obtain financial data from the WINDS database and governance data from the CSMAR
database. We winsorise all of the continuous variables at the 1% and 99% percentiles to

avoid outlier problems.

Table1 Sample Selection Procedures

Total 2004 2005 2006 2008 2009 2010
All Chinese listed companies that issue A shares 9332 1307 1321 1387 1590 1689 2038

Exclude firms from the financial industry 158 18 18 20 31 33 38
Exclude firms with negative equity value 308 31 53 63 53 59 49
Exclude firms with missing financial data 23 1 2 0 6 6 8

Exclude firms with missing governance data 35 5 2 2 6 10 10
Final sample 8808 1252 1246 1302 1494 1581 1933

2. Research methodology

(1) Model
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We use Model (1) to estimate the impact of the NCAS on the usefulness of
accounting information in debt contracts. We are interested in the coefficient of
NEW*ROA, which captures the impact of the NCAS on the usefulness of accounting
information in debt contracts. A negative coefficient indicates that the sensitivity of a new
debt to accounting profitability decreases after NCAS adoption, which suggests that

accounting information becomes less useful in debt contracting after NCAS adoption.

DEBT ,, = ay +a,NEW +a,RO4,, | + asNEW *ROA,,_,
+a,CUR ;. +asTAN ,,_, + a EQUITY ,, | + a,GROSS .,
+agSIZE , + agGROW , + a0,y CF,, + &, OFFER ,, + a,, MKT
+Y. B;INDUSTRY +¢ (1)

In this paper, we adopt two proxies to measure the amount of new debt.

First, we measure the amount of a new debt by the “cash received from borrowings”
item from the cash flow statement. Specificallyy, DEBT I = cash received from
borrowings / total assets at the beginning of the year.

Second, following prior literature,” we measure a new debt as the difference
between the ending balance and beginning balance of borrowings, where borrowings
include borrowings in current liabilities, long-term borrowings due in one year, and
long-term borrowings. Specifically, DEBT 2 = (closing balance of borrowings + cash
repayments of borrowings — beginning balance of borrowings) / total assets at the
beginning of the year.

The adoption of the NCAS (NEW) is a dummy variable which equals 0 if the
observations are from 2004 to 2006 and 1 when the observations are from 2008 to 2010.

According to the prior literature, the major accounting ratios used in debt contracts
are those which reveal a firm’s profitability and debt-paying abilities. In this paper, we
adopt the following ratios:

The return on assets (ROA), which equals net income deflated by total assets at the
beginning of the year.8 We should find a positive coefficient on NEW*ROA if the
accounting ratios become more useful in debt contracts after NCAS adoption. In contrast,
a negative coefficient on NEW*ROA means that ROA becomes less useful in explaining
the amount of new debt after NCAS adoption.

Control variables:

7 Sun, Li, and Wang (2006) and Lu, Zhu, and Sun (2008) measure new debt as the difference between
the closing balance and beginning balance of debt. Hu, Lin, Li, and Xi (2008) measure new debt as
long-term borrowings at the end of the year minus long-term borrowings at the beginning of the year
plus repayment of long-term borrowings and then minus the interest payable on long-term borrowings.

% We also use return on equity (ROE) as a proxy for the profitability ratio in the robustness check. The
results are similar to those using ROA as a proxy.
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Other than profitability ratios, the bank will consider accounting ratios that reveal a
firm’s debt-paying abilities when it lends money to a firm. The amount of a new debt is
higher when a firm has stronger debt-paying abilities. In this paper, we include the
following variables to control for a firm’s debt-paying ability:

Current ratio (CUR): current assets divided by current liabilities.

Tangible assets (7AN): tangible assets divided by total assets, where tangible assets
equal total assets minus intangible assets. After NCAS adoption, tangible assets equal
total assets minus intangible assets, goodwill, and development expenses. The default risk
is lower when the portion of tangible assets is lower.

Equity ratio (EQUITY): equity divided by total assets. The default risk is lower when
the value of EQUITY is higher.

Gross profit margin (GROSS): gross profit divided by sales. The default risk is lower
when the value of GROSS is higher.

Firm size (SIZE): the logarithm value of total assets at the end of year. According to
Sun, Li, and Wang (2006), larger companies are associated with lower default risk and it
is easier for them to borrow money from banks. They also find that larger companies have
larger borrowing demands. Therefore, we expect the coefficient of SIZE to be positive.

Sales growth (GROW): sales in current year divided by sales in previous year. Hu,
Lin, Li, and Xie (2008) argue that firms with higher sales growth are more likely to
receive loans from banks. Moreover, a large sales growth rate indicates high profitability,
which further suggests that the default risk of such firms is low. Thus, we expect a
positive coefficient of GROW.

Free cash flow (CF): cash flow from operating activities minus cash flow from
investment activities divided by total assets at the beginning of the year. On the one hand,
a higher CF means a lower demand for borrowing. On the other hand, it is easier to
receive loans from banks if a firm has a higher CF. Therefore, we make no predictions on
the sign of this variable.

Equity issuance (OFFER): capital raised by issuing equities divided by total assets at
the beginning of the year. On the one hand, the amount of money that a firm needs to
borrow from the bank is lower if the firm can raise a larger amount of money from the
equity market. On the other hand, a larger quantity of equity issuance means that the firm
needs a larger amount of funds, which suggests that the firm would also borrow a larger
amount of money from the bank. Moreover, a higher value of OFFER indicates that the
firm has strong financing ability, which makes it easier to borrow money from the bank.
Therefore, we make no predictions on the sign of this variable.

Marketisation index (MKT): We measure the level of marketisation of different
provinces in China based on the index offered by Fan ef al. (2006). MKT equals 1 for the
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top 15 provinces and 0 for other provinces.
(2) Comparison between companies that are influenced differently by the NCAS

To investigate whether the usefulness of accounting information varies according to
the different impact of the NCAS on different firms, we add an interaction item for the
impact of the NCAS (GAP), the adoption of the NCAS (NEW), and return on assets (ROA)
into Model (1). A negative coefficient on GAP*NEW*ROA indicates that ROA becomes
less useful in debt contracts in the post-NCAS period for firms that are heavily influenced
by NCAS adoption.

DEBT ,, = ay+ aNEW + a,ROA,, , +a;NEW * ROA,,_,
+a,GAP + asGAP * NEW + a,GAP * ROA
+a,GAP * NEW * ROA + a3CUR ,,_ | + ayTAN ,,_,
+a EQUITY ,,_, + a,GROSS ,,_| + a,,SIZE ,
+a,sGROW , + a,,CF, + a;sOFFER , + a,s MKT
+Y. B,INDUSIRY +¢ ()

To capture the impact of NCAS adoption, it would be more precise if we have the
data on the difference in net income between the adoption of the old and new Chinese
accounting standards for every year. Unfortunately, we only have such data for the year
2007 because companies were required to prepare two income statements under both the
old and new Chinese accounting standards in 2007. Using the data from 2007, we can
calculate the difference in net income between the old and new accounting standards.
Consistent with Ke, Li, and Yuan (2012), we use this difference to capture the impact of
the NCAS on different firms.” The variable is calculated as follows:

CHANGE = %

1 old

GAP = In(1+|CHANGH))

(3) The role of corporate governance

In order to examine the difference between firms with different natures of ownership,
we add an interaction item between the nature of ownership (NSOE), NCAS adoption
(NEW), and return on assets (ROA) into Model (1). The model now is as follows:

? We also rerun the test separately for companies with positive ‘change’ and those with negative
‘change’. The results still hold.
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DEBT,, =ay + a,NEW +a,ROA,, | + ayNEW *ROA,,_,
+a,NSOE + asNSOE * NEW + a4NSOE * ROA
+a,NSOE * NEW * ROA + ayCUR,, | + ayTAN ,,_,
+a,0EQUITY | + a,,GROSS ,,_, + a,,SIZE ,
+a,;GROW ,, + a,,CF,, + asOFFER , + o, MKT (3)
+Y. B;INDUSTRY +¢

In Model (3), NSOE is a dummy variable indicating the nature of ownership. NSOE
equals 0 if the controlling shareholder of the company is the State-Owned Assets
Supervision and Administration Commission of the State Council, the State-Owned
Assets Supervision and Administration Commission of the local government, a
state-owned investment company, or state-owned company. NSOE equals 1 if the
company’s controlling shareholder is a private, foreign, or collective investor. A negative
coefficient of NSOE*NEW*ROA (07<0) implies that the usefulness of accounting
information in debt contracts decreases more for non-state-owned companies than for

state-owned companies in the post-NCAS period.

IV. Methodology and Empirical Results
1. Test of Hypothesis 1
(1) Descriptive statistics

Table 2 presents the descriptive statistics of variables in the pre- and post-NCAS
periods. The mean of DEBT [ is 0.28 (median = 0.28) in the pre-NCAS period and 0.28
(median = 0.23) in the post-NCAS period. The result from a Z-test indicates that the
amount of new debt decreases after NCAS adoption. We find a similar result for
DEBT 2."° Performance ratios, including ROA and ROE, are significantly higher in the

' This finding is consistent with Kong and Zhang (2012). In their study, Kong and Zhang use data from
2006 to 2010 as their sample and find that the amount of new debt decreases due to the expansionary
monetary policy in 2008. Why did the expansionary monetary policy lead to a decrease in the amount of
new debt? One possible reason is that the effect of the expansionary monetary policy varied dramatically
across industries. For example, except for firms involved in transportation (railway, road, and airport),
affordable housing projects, infrastructure in rural areas, construction in earthquake stricken areas,
cultural development, and energy conservation and emission reduction, most of the listed companies did
not benefit from the 4 trillion renminbi economic stimulus plan (please refer to
http://www.ndrc.gov.cn/xwzx/xwtt/t20090521_280383.htm for more details about the plan). There were
financing restrictions on companies in the construction and real estate industries, leading to a significant
decrease in new debt for these companies. In the robustness check section, we exclude firms from
heavily influenced industries and our main result still holds, suggesting that our findings are not driven
by macroeconomic changes.
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post-NCAS period than in the pre-NCAS period. We also find that compared to the
pre-NCAS period, the value of TAN is significantly lower in the post-NCAS period; this
finding can be attributed to the fact that the new standards require firms to recognise both
goodwill and development expenses as intangible assets. In our paper, tangible assets
equal total assets minus intangible assets; an increase in intangible assets naturally leads
to a decrease in tangible assets. Same as for ROA4 and ROE, we find that the gross profit
margin is significantly higher in the post-NCAS period. Except for the ratios mentioned
above, we do not find a significant difference between the two periods for the other
financial ratios. Moreover, we find that the size of companies (SIZE), free cash flow, and
equity issuance are significantly higher in the post-NCAS period.

According to the results from a Pearson correlation,'' DEBT I and DEBT 2 are
highly correlated (correlation = 0.96). ROA in previous year is highly correlated with both
DEBT I and DEBT 2. We find that the correlations among some explanatory variables
are relatively high; for example, the correlation between shareholders’ equity (EQUITY)
and current ratio (CUR) is 0.64. To avoid the multicollinearity problem, we demean all of

the continuous variables on a whole sample basis in all of our tests.'?

Table 2 Descriptive Statistics of Variables in the Pre- and Post-NCAS Periods

2004-2006 (n = 3800) 2008-2010 (n = 5008)
Mean Median Sd Mean Median Sd T Z

New debt

DEBT 1 0.28 0.25 0.23 0.28 0.23 0.25 145 3.26
DEBT 2 0.29 0.26 0.25 0.28 0.23 0.26 1.62 3.56
Control variables

ROA 0.02 0.02 0.06 0.04 0.04 0.07 -15.38 -15.83
ROE 0.04 0.06 0.18 0.08 0.09 0.18 -12.15 -17.39
CUR 1.56 1.22 1.23 1.57 1.22 132  -043 1.83
TAN 0.97 0.98 0.05 0.96 0.97 0.06 8.93 10.88
EQUITY 0.48 0.46 0.19 0.48 0.47 0.20  -0.50 -0.52
GROSS 0.23 0.20 0.15 0.24 0.21 0.16  -2.17 -1.52
SIZE (million) 3,270 1,590 6,660 5,980 2,090 12,000 -12.56 -12.51
GROW 1.23 1.16 0.51 1.22 1.15 0.54 0.60 2.53
CF 0.14 0.11 0.17 0.15 0.13 0.19 -2.33 -1.97
OFFER 0.01 0.00 0.05 0.03 0.00 0.11 -12.16 -13.11

" We do not report the correlation table due to the need to save space.
12 We also carry out robustness checks for the main tests using yearly demeaned variables. The results
are basically the same.
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(2) Multivariate analysis

Table 3 reports the results of Model (1). Column (1) shows the results of Model (1)
using DEBT 1 as the dependent variable, and Column (2) shows the results of Model (1)
using DEBT 2 as the dependent variable. For both measures, we find positive coefficients
on ROA, indicating that the amount of new debt is positively related to a firm’s
profitability. The coefficient of NEW*ROA is -0.72 (t = -9.28) if the dependent variable is
DEBT I and -0.73 (t = -8.59) if the dependent variable is DEBT 2. The significant
negative coefficients indicate that the sensitivity of a new debt to accounting profitability
ratios decreases in the post-NCAS adoption period, which is consistent with our
hypothesis that the NCAS make the accounting numbers less reliable and noisier, and that
banks put less weighting on accounting information when they make lending decisions.
Overall, our results suggest that accounting information becomes less useful in debt
contracts after NCAS adoption. It also implies that banks need to adjust their lending
criteria accordingly. More research is needed on whether banks’ adjustments to new
accounting standards are efficient with regard to lending decisions.

We find significantly negative coefficients on CURRENT and EQUITY, suggesting
that firms with a smaller shareholders’ equity and a lower current ratio are associated with
higher amounts of borrowing. These findings suggest that these two financial ratios,
EQUITY and CURRENT, are more able to represent firms’ financing demands than the
ratios used by banks to monitor firms. Besides, we find that the coefficient of SIZE is
positive, which indicates that larger firms have larger amounts of new debt. A positive
coefficient on GROWTH suggests that firms with higher growth have larger amounts of
new debt. Consistent with Sun, Li, and Wang (2006), we find a positive association
between new debt and free cash flow, which suggests that firms that can raise more
money from the equity market are also able to raise more money from banks. Our
findings support the complementary relation between equity financing and debt financing.
Lastly, the marketisation index is positively related to new debt, meaning that firms in

well-developed areas have higher amounts of new debts."
2. Test of Hypothesis 2

Table 4 presents the regression results of Model (2). Consistent with findings from
Model (1), we find a significantly positive coefficient on ROA and a significantly
negative coefficient on NEW*ROA. The coefficient of GAP*NEW*ROA is -0.43 (t = -2.55)
when the dependent variable is DEBT [ and -0.54 (t = -3.03) when the dependent

3 We also conduct additional analyses based on the marketisation index and find that the usefulness of
accounting profitability decreases for both high- and low-marketisation index firms.
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Table 3 The Impact of NCAS Adoption on Sensitivity of New Debt to Accounting

Profitability
@ @
Variables DEBT 1 DEBT 2
NEW -0.02%** -0.03%**
(-4.16) (-4.98)
ROA 0.64*** 0.64%**
(8.86) (8.11)
NEW*ROA -0.72%** -0.73%**
(-9.28) (-8.59)
CUR -0.03%** -0.03%**
(-9.55) (-9.12)
TAN 0.23%** 0.22%%*
(3.67) (3.42)
EQUITY -0.26%** -0.24%**
(-10.09) (-8.99)
GROSS -0.13%** -0.15%**
(-4.46) (-5.11)
SIZE 0.02%** 0.02%%*%*
(4.42) (5.22)
GROW 0.04%** 0.06%**
(5.67) (7.64)
CF 0.08*** 0.09%**
(3.41) (3.81)
OFFER 0.28*** 0.42%%%*
(7.46) (9.57)
MKT 0.04%** 0.04 %%
(5.02) (4.85)
Industry Dummies Yes Yes
Constant 0.36%** 0.37%**
(10.87) (11.02)
Observations 8,808 8,808
R-squared 0.2231 0.2325

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01

respectively.

, p<0.05, and p<0.1,
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Table 4 The Impact of NCAS Adoption on Sensitivity of New Debt to Accounting
Profitability — Comparison between firms that are influenced differently by NCAS

adoption
@ 2
Variables DEBT 1 DEBT 2
NEW -0.01%* -0.02%**
(-2.27) (-2.88)
ROA 0.50%** 0.48%**
(6.12) (5.40)
NEW*ROA -0.59%** -0.57%**
(-6.34) (-5.68)
GAP 0.01 0.01
(0.71) (0.90)
GAP*NEW -0.05%** -0.06%**
(-2.61) (-3.05)
GAP*R0OA 0.51%** 0.61%**
(3.72) (4.10)
GAP*NEW*R0OA -0.43%* -0.54%%*
(-2.55) (-3.03)
CUR -0.03%** -0.03%**
(-9.38) (-8.93)
TAN 0.23%%* 0.23%**
(3.70) (3.52)
EQUITY -0.25%** -0.23%%*
(-9.01) (-7.99)
GROSS -0.12%** -0.14%**
(-3.97) (-4.62)
SIZE 0.02%** 0.02%**
(4.19) (4.95)
GROW 0.04%%** 0.06%***
(5.64) (7.62)
CF 0.10%** 0.11%**
(3.84) (4.25)
OFFER 0.28%*** 0.41%%*
(7.24) (9.33)
MKT 0.05%%** 0.05%**
(5.16) (5.01)
Industry Dummies Yes Yes
Constant 0.35%** 0.36***
(10.05) (10.21)
Observations 8,281 8,281
R-squared 0.2222 0.2331

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01, p<0.05, and p<0.1,

respectively.
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variable is DEBT 2. The negative coefficient suggests that the sensitivity of a new debt to
accounting profitability measures decreases more for firms that are heavily influenced by
NCAS adoption in the post-NCAS period. This finding further supports our argument that

the decrease in sensitivity is driven by NCAS adoption rather than other unknown factors.
3. Test of Hypothesis 3

Table 5 shows the results to support Hypothesis 3. The coefficients of NSOE*ROA
are 0.41 (t=3.14) and 0.46 (t = 3.08) for DEBT 1 and DEBT 2, respectively. This means
that a new debt is more sensitive to accounting profitability for non-state-owned
companies than for state-owned companies. This finding is consistent with Sun, Li, and
Wang (2006). When using DEBT 1 as the dependent variable, we find that the coefficient
of NSOE*NEW*ROA is -0.39 (t = -2.36), which is significant at the 5 per cent level, and
the coefficient of NSOE*NEW*ROA is -0.47 (t = -2.59) when DEBT 2 is the dependent
variable, which is significant at the 1 per cent level. Our findings are consistent with our
prediction that new debt sensitivity to accounting profitability will decrease more for
non-state-owned companies than for state-owned firms after NCAS adoption. This is
mainly because banks put more weighting on accounting performance for
non-state-owned companies. Consequently, when accounting quality changes after NCAS
adoption, banks make more adjustments based on such change for non-state-owned
companies.

The evidence from Table 5 fully supports Hypothesis 3. Because accounting
information is less useful in debt contracts for state-owned companies, when accounting
quality changes due to NCAS adoption, the change in the usefulness of accounting

information in debt contracts is also smaller for state-owned companies.

V Robustness Tests

1. We adopt a different measure for accounting performance in our analysis. Table 6
shows the results of Model (1) when we use ROE as a proxy for accounting performance.
The coefficient of NEW*ROE is -0.21 for both regressions, suggesting that the sensitivity
of a new debt to ROE decreases after NCAS adoption. This finding is consistent with our

previous finding when we measured accounting performance using ROA.

2. The National Development and Reform Commission started a 4 trillion renminbi
economic stimulus plan to counter the impact of the financial crisis in October 2008,
leading to an increase in credit expansion in the fourth quarter. Holding ROA constant, an

increase in credit scale will cause a decrease in the sensitivity of new debts to accounting
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Table 5 Impact of NCAS Adoption on the Sensitivity of New Debt to Accounting
Profitability — The nature of ownership

@ 2
Variables DEBT 1 DEBT 2
NEW -0.03%** -0.04%**
(-4.58) (-5.15)
ROA 0.47%%* 0.46%**
(5.50) (4.88)
NEW*ROA -0.63%** -0.60%**
(-5.94) (-5.25)
NSOE 0.03%** 0.03 %
(2.92) (2.96)
NEW*NSOE 0.01 0.01
(0.49) (0.42)
NSOE*ROA 0.41%** 0.46%**
(3.14) (3.08)
NEW*NSOE*ROA -0.39%* -0.47%x*
(-2.36) (-2.59)
CUR -0.03%** -0.03%**
(-9.56) (-9.13)
TAN 0.23%*x* 0.22%**
(3.68) (3.44)
EQUITY -0.26%** -0.23%x*
(-9.72) (-8.64)
GROSS -0.14%** -0.16%**
(-4.84) (-5.48)
SIZE 0.02%%*%* 0.03*#*
(5.42) (6.16)
GROW 0.04%** 0.06%***
(5.50) (7.51)
CF 0.07%** 0.09%#*
(3.29) (3.71)
OFFER 0.28%** 0.42%**
(7.41) (9.52)
MKT 0.04%** 0.04%**
(4.60) (4.44)
Industry dummies Yes Yes
Constant 0.35%** 0.36%*#*
(10.35) (10.48)
Observations 8,808 8,808
R-squared 0.2279 0.2370

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01, p<0.05, and p<0.1,

respectively.
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Table 6 Robustness Check: The impact of NCAS adoption on the sensitivity of new
debt to ROE

@ 2
Variables DEBT 1 DEBT 2
NEW -0.02%** -0.03%**
(-4.00) (-4.83)
ROE 0.20%** 0.19%**
(9.38) (7.98)
NEW*ROE -0.21%** -0.21%**
(-7.36) (-6.48)
CUR -0.03%** -0.03%**
(-9.44) (-8.99)
TAN 0.24%** 0.24%**
(3.91) (3.65)
EQUITY -0.26%** -0.24%**
(-10.09) (-8.97)
GROSS -0.12%** -0.15%**
(-4.60) (-5.25)
SIZE 0.02%** 0.02%**
(4.47) (5.28)
GROW 0.04%** 0.06%**
(5.63) (7.55)
CF 0.08*** 0.09%**
(3.54) (3.95)
OFFER 0.29%** 0.42%**
(7.52) (9.62)
MKT 0.04%** 0.04%**
(4.96) (4.80)
Industry dummies Yes Yes
Constant 0.36%** 0.36%**
(10.85) (10.99)
Observations 8,808 8,808
R-squared 0.2227 0.2318

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01, p<0.05, and p<0.1,

respectively.
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Table 7 Robustness Check: Results excluding observations from 2008

() 0]
Variables DEBT 1 DEBT 2
NEW -0.03*** -0.03%**
(-4.52) (-5.41)
ROA 0.68*** 0.70%**
(9.31) (8.64)
NEW*ROA -0.78%*** -0.80%**
(-9.66) (-8.98)
CUR -0.03%** -0.03%**
(-9.61) (-9.04)
TAN 0.19%** 0.18**
(2.93) (2.55)
EQUITY -0.28%*** -0.26%**
(-10.53) (-9.44)
GROSS -0.12%** -0.15%**
(-4.24) (-5.12)
SIZE 0.02%** 0.02%**
(3.98) (4.60)
GROW 0.04%%** 0.06%**
(5.26) (7.28)
CF 0.06** 0.07*%**
(2.45) (2.73)
OFFER 0.28%** 0.471%**
(6.25) (8.02)
MKT 0.04%%*x* 0.04%**
(4.75) (4.62)
Industry dummies Yes Yes
Constant 0.38%** 0.38%#*
(11.07) (11.06)
Observations 7,314 7,314
R-squared 0.2269 0.2340

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01, p<0.05, and p<0.1,
respectively.
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profitability ratios. Therefore, we rerun Model (1) without observations from 2008. Table
7 reports the results. Consistent with the findings in Table 3, we find a significantly
negative coefficient on NEW*ROA for both proxies of new debt, indicating that our
finding is not driven by the regulatory policy relating to credit scale.

3. The adoption of the NCAS will also influence other accounting measures apart
from the profitability ratios. Table 8 shows the regression results after we add an
interaction item for other accounting ratios and NCAS adoption into Model (1). We find
that the coefficient of NEW*ROA is significant and negative at the 1 per cent level after

controlling for the interaction item between other accounting ratios and NEW.

We notice that the coefficient of ROA is significantly positive, which indicates that
banks take accounting performance into consideration when making lending decisions
before NCAS adoption, and the loan amount is higher if firms are more profitable.
Moreover, we find that the coefficient of NEW*ROA is negative, which implies that the
usefulness of accounting numbers decreases after NCAS adoption. What is more, the sum
of the coefficients of ROA and NEW*ROA is insignificant from zero, indicating that
accounting profitability is unrelated to the amount of new debt after NCAS adoption.
According to the results in Table 8, the coefficient of tangible assets is insignificant in the
pre-NCAS period but significantly positive in the post-NCAS period. One possible
explanation for the insignificant relation between ROA and new debt is that the banks rely
more on the value of tangible assets in the post-NCAS period; this is because earnings
become less reliable in the post-NCAS period and the value of tangible assets is an
important indicator of collateral value. We add NEW*TAN into all of the models in this
paper and find the coefficients of NEW*TAN in all models are significantly positive. Our
argument is also supported by Chen, Chen, Wang, and Yao (2012), whose international
study finds that banks rely more on collaterals in making their lending decisions in the
post-IFRS period."*

4. We exclude the data from 2007 in our main test because the lending decision in
2007 is usually based on accounting information from 2006. In this robustness check, we
add data from 2007 into the sample. Table 9 shows the results of Model (1) after adding
the 2007 data. The coefficient of NEW*ROA is significant and negative at the 1 per cent

level.

5. We notice that the number of observations in the post-NCAS period is much

higher than that in the pre-NCAS period. To exclude the possibility that our results are

4 Due to current disclosure regulations, we do not have data to test whether Chinese banks put more
weighting on collaterals when they make lending decisions. Further research could be done in this area.
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Table 8 Robustness Check: Adding interaction items between control variables and
NEW

@ 2)
Variables DEBT 1 DEBT 2
NEW 0.00 0.00
(0.21) (-0.52)
ROA4 0.64%** 0.64%**
(7.98) (7.32)
NEW*ROA -0.71%** -0.72%%*
(-7.04) (-6.63)
CUR -0.03%** -0.03*#*
(-6.73) (-6.14)
NEW*CUR 0.01 0.00
(1.04) (0.81)
TAN 0.10 0.09
(1.02) (0.96)
NEWX*TAN 0.20* 0.20*
(1.86) (1.80)
EQUITY -0.27%** -0.24 %%
(-7.63) (-6.57)
NEW*EQUITY 0.00 -0.00
(0.04) (-0.10)
GROSS -0.12%** -0.16%**
(-3.48) (-4.45)
NEW*GROSS -0.02 0.01
(-0.42) (0.37)
SIZE 0.02%%*%* 0.02%**
(2.92) (3.41)
NEWXSIZE 0.00 0.00
(0.16) (0.13)
GROW 0.02%* 0.05%**
(2.39) (4.46)
NEW*GROW 0.03%** 0.02
(2.62) (1.39)
CF 0.10%** 0.12%**
(3.04) (3.30)
NEW*CF -0.04 -0.05
(-1.02) (-1.05)
OFFER 0.02 0.30%*
(0.19) (2.40)
NEW*OFFER 0.28%* 0.12
(2.43) (0.91)
MKT 0.06%** 0.06%**
(5.64) (5.35)
NEW*MKT -0.03** -0.03**
(-2.53) (-2.41)
Industry dummies Yes Yes
Constant 0.35%** 0.35%**
(10.23) (10.45)
Observations 8,808 8,808
R-squared 0.2271 0.2344

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01, p<0.05, and p<0.1,
respectively.
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Table 9 Robustness Check: Adding data from 2007 into the sample

&) 2
Variables DEBT 1 DEBT 2
NEW -0.02%** -0.02%**
(-3.57) (-4.17)
ROA 0.57%** 0.56%**
(8.42) (7.67)
NEW*ROA -0.65%** -0.65%**
(-9.23) (-8.48)
CUR -0.03*** -0.03***
(-9.76) (-9.58)
TAN 0.25%** 0.26%**
(4.01) (4.04)
EQUITY -0.26%** -0.24%**
(-9.84) (-8.69)
GROSS -0.13%** -0.15%**
(-4.55) (-5.20)
SIZE 0.02%** 0.02%**
(4.53) (5.39)
GROW 0.04%%*%* 0.06%**
(6.06) (8.21)
CF 0.07*** 0.09%**
(3.34) (3.83)
OFFER 0.26%** 0.39%**
(7.96) (10.14)
MKT 0.05%%** 0.05%**
(5.36) (5.30)
Industry dummies
Constant 0.36%** 0.36%**
(10.68) (10.79)
Observations 10,226 10,226
R-squared 0.2208 0.2314

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01, p<0.05, and p<0.1,

respectively.
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Table 10 Robustness Check: The impact of NCAS on the sensitivity of new debt to
accounting profitability — using unbalanced panel data

&) 2
Variables DEBT 1 DEBT 2
NEW -0.02%** -0.02%**
(-3.31) (-4.04)
ROA 0.58*** 0.59%#*
(7.92) (7.23)
NEW*ROA -0.61%** -0.62%**
(-7.25) (-6.63)
CUR -0.03%** -0.03%**
(-9.54) (-9.01)
TAN 0.24%** 0.24%%*
(3.75) (3.59)
EQUITY -0.25%** -0.22%**
(-8.57) (-7.52)
GROSS -0.11%%* -0.13%**
(-3.52) (-4.26)
SIZE 0.02%** 0.02%**
4.17) (4.93)
GROW 0.04%** 0.06%***
(5.30) (7.31)
CF 0.10%** 0.12%**
(4.02) (4.43)
OFFER 0.28*** 0.43%#*
(7.21) (9.30)
MKT 0.05%** 0.05%***
(4.89) (4.73)
Industry dummies Yes Yes
Constant 0.35%** 0.36%**
(9.66) (9.82)
Observations 7,954 7,954
R-squared 0.2206 0.2322

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01, p<0.05, and p<0.1,

respectively.
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driven by the characteristics of new firms in the post-NCAS period, we conduct a
robustness test using unbalanced panel data; specifically, a firm needs to appear at least
once in both the pre- and post-NCAS periods in order to be included in this sample. This
criterion yields a sample containing 7,954 observations. Table 10 shows the results based
on the unbalanced panel data. Consistent with our previous findings, we find a negative
coefficient on NEW*ROA. The findings in Table 10 rule out the possibility that the
negative coefficient of NEW*ROA is due to the characteristics of new firms in the
post-NCAS period. Hence, we have more confidence in our argument that the change in

sensitivity can be attributed to NCAS adoption.

6. Further investigation on the differences across industries. In all of the main tests,
we control for industry effects by including industry dummies in the regressions.
However, as previously discussed in Section IV, the 4 trillion renminbi economic stimulus
plan has a different impact on different industries; for example, firms in certain specific
industries, including transportation (railway, road, and air), affordable housing projects,
infrastructure in rural areas, development of earthquake stricken areas, cultural
development, and energy conservation and emission reduction, will benefit more from the
plan. On the contrary, borrowings in the construction and real estate industries are under
more strict supervision than the borrowings in other industries. When we compare the
change in new debt around the time of NCAS adoption on an industry basis, we find that
new debt significantly increases in the post-NCAS period for the utility and metal
industries. Meanwhile, new debt decreases for the following four industries: medical,
information, construction, and culture. To further control for the influences of

macroeconomic changes in different industries, we conduct two additional analyses.

First, we rerun Model (1) excluding the two industries in which new debt increases
after NCAS adoption. The results are presented in Table 11. The coefficient of NEW*ROA

is -0.69 for both measures of new debt and significant at the 1 per cent level.

Second, we rerun Model (1) excluding firms in the six industries in which new debt
significantly changes after NCAS adoption. As shown in Table 12, the coefficients of
NEW*ROA are -0.73 and -0.71 respectively when using DEBT [ and DEBT 2 as the

dependent variables, and both are significant at the 1 per cent level.

Overall, our main findings hold after we carefully control for the macroeconomic
effects. This shows that our findings are not driven by macroeconomic changes but by
NCAS adoption.
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Table 11 Robustness Check: Excluding industries in which new debt increases
after NCAS adoption

@ @
Variables DEBT 1 DEBT 2
NEW -0.03%** -0.03%**
(-5.15) (-5.61)
ROA 0.63%** 0.64*+*
(8.54) (7.70)
NEW*ROA -0.69%** -0.69%**
(-8.66) (-7.82)
CUR -0.03%** -0.03%**
(-8.86) (-8.38)
TAN 0.24%** 0.23%**
(3.92) (3.65)
EQUITY -0.26%** -0.24%**
(-9.37) (-8.45)
GROSS -0.12%** -0.14%**
(-4.03) (-4.65)
SIZE 0.02%** 0.02%**
(4.64) (5.06)
GROW 0.03%*** 0.06%***
(4.78) (6.80)
CF 0.05** 0.06**
(2.30) (2.50)
OFFER 0.29%** 0.40%**
(7.31) (8.76)
MKT 0.05%** 0.05%***
(4.82) (4.73)
Industry dummies Yes Yes
Constant 0.37%** 0.37%%*
(10.98) (11.06)
Observations 7,683 7,683
R-squared 0.2172 0.2210

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01, p<0.05, and p<O0.1,

respectively.
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Table 12 Robustness Check: Excluding industries with significant new debt change

before and after NCAS adoption

@ 2)
Variables DEBT 1 DEBT 2
NEW -0.02%** -0.03%**
(-3.74) (-4.24)
ROA 0.66%** 0.65%***
(7.93) (6.98)
NEW*ROA -0.73%** 0.7 %
(-7.95) (-6.96)
CUR -0.03%** -0.02%**
(-7.53) (-6.92)
TAN 0.25%** 0.23%%*
(3.64) (3.33)
EQUITY -0.28%** -0.26%**
(-8.87) (-8.07)
GROSS -0.10%** -0.13%***
(-2.85) (-3.47)
SIZE 0.02%** 0.03%#*
(4.85) (5.18)
GROW 0.03%#* 0.06%**
(4.81) (6.59)
CF 0.04 0.04*
(1.43) (1.69)
OFFER 0.27%*** 0.40%%**
(6.44) (8.03)
MKT 0.05%** 0.05%**
(4.56) (4.36)
Industry dummy
Constant 0.37%*%* 0.37%**
(10.87) (10.97)
Observations 6,303 6,303
R-squared 0.2116 0.2151

Note: Robustness t-statistics in parentheses. ***, ** and * denote p<0.01,

respectively.

p<0.05, and p<0.1,
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VI Conclusions and Implications

This study examines the impact of NCAS adoption on the sensitivity of new debt to
accounting profitability. We make three major findings.

First, the sensitivity of new debt to accounting profitability measures decreases after
NCAS adoption. This finding is consistent with our argument that the new accounting
standards give management more discretion over earnings, which become noisier to
reflect firm performance, causing earnings to be less useful in debt contracting.

Second, the sensitivity of new debt to accounting profitability decreases more for
firms that are influenced heavily by NCAS adoption. This finding provides more
convincing evidence that the sensitivity change is due to NCAS adoption rather than to
other factors.

Third, we find that the sensitivity drops after NCAS adoption for both state-owned
and non-state-owned companies. However, compared to state-owned companies, the
sensitivity decreases more for non-state-owned companies. Compared to non-state-owned
companies, the accounting numbers are less useful in debt contracting for state-owned
companies because of government interference and soft budget constraints. Therefore, we
predict that the impact of NCAS adoption on the usefulness of accounting numbers in
debt contracting will be smaller for state-owned firms than for non-state-owned firms.
Our finding is consistent with our prediction. In sum, we find that the NCAS weakens the
contracting role of accounting numbers. Furthermore, we find that the change in the
usefulness of accounting information depends on the nature of ownership.

This paper studies the economic consequences of NCAS adoption from the
contracting perspective. Its findings have the following implications. First, decision
usefulness and contracting roles pose different demands as regards accounting
information quality. Accounting standards that aim to improve the relevance of
accounting numbers might weaken the contracting role of accounting numbers; for
example, fair value accounting records firms’ assets and liabilities based on their fair
value. From the perspective of investors, fair value accounting is better at predicting a
firm’s future cash flows than historical cost accounting. Therefore, fair value accounting
is more useful for investors’ decision-making."> However, the change in fair value is
recognised in earnings under fair value accounting. This part of earnings is irrelevant to
management’s efforts and less persistent, leading to a higher volatility in earnings.
Furthermore, earnings under fair value accounting are subject to measurement errors and

management discretion. These concerns weaken the role of earnings as a tool to solve the

'S Xue, Zhao, Xiao, and Cheng (2008) and Zhang and Zhang (2008) find that information content is
higher in the post-NCAS period than in the pre-NCAS period.
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agency problems in contracts and increase the design and enforcement cost of contracts,
which further weakens the usefulness of accounting numbers in contracts. Taking
intangible assets as another example, firms are required to recognise goodwill and
development expenses as intangible assets under the new accounting standards. The value
of those assets definitely helps to reveal a firm’s ability to generate future cash flow and
therefore is useful for valuation purposes. However, assessing the initial value and
amortisation expense of these assets involves lots of estimations and judgments from
management, which increases the room for manipulation and therefore decreases the
reliability of earnings. Thus, earnings might become less useful in contracts. To
summarise, our results suggest that regulators should make a trade-off between the two
objectives of accounting information.

Second, corporate governance plays an important role in determining the contracting
role of accounting information. Other than equity investors, banks and governments are
also important financial report users. The Government needs accounting performance
information to evaluate whether the managements of state-owned companies perform
their duties well. Moreover, banks need accounting information to evaluate firms’
financial risk and debt-paying abilities. Compared to valuation, accounting information is
more widely used in contracting, regulation, and taxation. Meanwhile, due to
imperfections in the legal system, corporate governance, and the auditing system in China,
it is more practical to improve the reliability and restrict the manipulation of accounting
information. Thus, regulators need to consider the institutional environment of Chinese
firms during the convergence to IFRS.

We note several caveats in this paper. First, because of the limited disclosure
regarding bank loans, we do not have data for other important ratios, such as interest rates,
in debt contracts. Therefore, we cannot examine whether other important ratios may be
affected by NCAS adoption. Second, in this paper, we have attempted to rule out other
possible explanations; for example, we find that the impact of NCAS adoption on the
sensitivity of new debt to accounting profitability differs for firms that are influenced
differently by the adoption and firms with different ownership natures. All of these
findings support our argument that the change in sensitivity is due to NCAS adoption
rather than other factors. Moreover, the results still hold when we control for the
influence of macroeconomics. However, unless we find a perfect matching sample to test

the effect of NCAS adoption, we cannot completely rule out other possible explanations.

“Open Access - This article is distributed under the terms of the Creative Commons
Attribution License which permits any use, distribution, and reproduction in any
medium, provided the original author(s) and the source are credited.”
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