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Table 2 Effects of annual reports’ readability on financing constraints
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Table 3 Effects of annual reports’ readability on financing constraints; The moderating effect of media coverage
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Table 4 Effects of annual reports’ readability on financing constraints: The moderating effect of media sentiment
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Table 5 Effects of annual reports’ readability on financing constraints; Consideration of institutional ownership and readability differences

KZi,r+l
Ak 1 2 3 4
T LA R e AR AR
1.123 *** 0.529 ** 3.431 % 2.565
R Index
(3.915) (3.248) (3.310) (1.379)
-0.574** ~0.585
R Index x Media
(-2.436) (-1.475)
0.045 0.043
Media
(1.284) (0.766)
; 2.274*** 2.375%** 2.376*** 2.583%**
ev
(11.245) (6.790) (8.158) (5.442)
o ~1.867*** ~6.068 *** ~5.546*** —4.606 ***
Profitability
(-3.463) (-5.672) (-17.755) (-22.405)
D 0.081 0.117" 0.138 ** 0.083 "
w
(1.368) (2.136) (2.299) (2.077)
0.109 0.321 *** 0.019 - 0.098
State
(0.774) (3.371) (0.066) (-0.835)
. 0.369 *** 0.225*** 0.227 *** 0.109
(6.885) (3.972) (10.530) (1.333)
F -0.624** ~0.664*** - 0.269 ~1.187 ***
(-2.940) (-3.597) (-0.925) (-6.219)
A - 0.005 0.169 ** 0.177 ** -0.155
e
& (-0.096) (2.446) (2.788) (-0.672)
- 0.005 0.166 ** -0.033 0.155**
Dual
(-0.076) (2.420) (-0.560) (3.205)
ool 1.877 *** 0.674** 0.059 0.920 **
op
! (4.047) (3.174) (0.108) (2.300)
B 2.326*** 1.692 *** 1.552 %%+ 1.726***
(13.135) (6.478) (6.430) (7.654)
oA 0.371°* 0.605 ** 0.689 *** -0.142
(2.070) (2.419) (4.297) (-0.433)
0.022 0.028 0.011 0.032
Analyst
(1.710) (1.225) (0.473) (1.333)
~9.259 *** -7.016*** - 6.773*** -1.907
ons
—eons (=6.234) (- 4.048) (- 8.660) (=0.536)
2H 8] R AR 5 1VS2 = 0.594 ***
INT /AR i il il il
[Ny 5265 6 705 4353 3587
HH R 0.132 0.142 0.137 0.140

i FESNNZ Driscoll-Kraay JrR B IE G 1Y ¢ {8, [FIAS %5 5 T 507 25 #RIMAHSCRUTIIAHG; ~ ** *
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Official/ Business 7B 77 / T Mb 4z THGE 1% 25
Bis B, Ak A E 7k T oy A4 GE R
i [lE 1 #1EH 2 A Official/Business 37 Index 5 HHGEHE GBS 450928 B0 H &R
BT/ RO AR PR E R, B0 3 FEE 4 hEy BOFRENT(p < 0.018p <0.05).
F6 WHBRENEATIER: BREME VS BlEeE
Table 6 Moderating effect of media coverage: Official VS Business

@i KZi,1+l
1 2 3 4
0.917 *** 0.810 """ 0.936 "~ 0.884 "
R Index
(7.357) (7.205) (7.303) (8.691)
) 0.025 0.064 **
Official
(1.175) (3.094)
. ~0.384*** -0.354""
R Index x Official
(-4.249) (-2.310)
0.041 """ 0.006
Business
(3.960) (0.399)
-0.058 -0.111
R Index x Business
(-0.330) (-1.157)
L 2.394 %" 2.554 " 2.422 """ 2.564 """
ev
(10.100) (9.355) (9.769) (9.427)
o —4.487 """ -4.509 """ -4.521 """ —4.522 """
Profitability
(-5.834) (-6.100) (-5.822) (-6.163)
Di 0.123 """ 0.113 """ 0.126 """ 0.111 """
w
(4.695) (4.970) (4.936) (4.998)
0.180 0.181 0.178 0.170
State
(1.505) (1.551) (1.414) (1.451)
MV 0.212"" 0.205 """ 0.217 *** 0.213 "
(5.661) (5.640) (5.506) (5.744)
CF -0.684 """ -0.677 """ -0.673 """ -0.671 """
(-3.426) (-3.515) (-3.357) (-3.519)
4 0.074 0.080 " 0.077 0.077*
& (1.702) (1.976) (1.785) (1.948)
0.034 0.041 0.034 0.041
Dual
(1.182) (1.595) (1.186) (1.621)
0.878 " 0.852 " 0.879 " 0.855 "
Topl
(2.212) (2.892) (2.201) (2.952)
B 1.823 """ 1.822 " 1.793 *** 1.798 ***
(10.051) (9.779) (10.342) (9.276)
A 0.442"" 0.433 " 0.463 " 0.444 "
(3.088) (3.081) (3.068) (3.179)
0.024 " 0.026 " 0.027 *** 0.032 """
Analyst
(2.999) (2.714) (3.446) (4.077)
-5.990 """ -5.990 """ -6.076 """ —5.988 "
cons
- (-5.319) (-5.593) (-5.326) (-5.659)
N B B e i
FEARE 10 792 11 949 10 792 11 949
N R? 0.130 0.132 0.130 0.131
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SRS B Z 0N W AEAR (9 v e BT AT Hi R E £ A
W I7 BT A iR PR E RO, R E AR (2) R,

AR rh e i A 4 RIGE 1 265 5 b 07 e 4 P
TG4, AL (3) yElIH. K7 451 T B 45
S H AT 1 M ENE2 ) Central/ Local Frn
Je/ ¥ J7 FieAT e RIRGE Ec, W19 3 Al 4 g
Central/Local F7= WY& / Mo J7 ir A # PGB
o5 8RB, ROk B S BT A T A
iB R Index 5 HARTE B it | i 18 155 44 14 252 .50 7]
HRBA BE RN (p <0.055p <0.1).

F=7 BERENETER: RRER VS HAEE
Table 7 Moderating effect of media coverage: Central VS Local
KZ.
yiig =2 it +1
= 1 2 3 4
0.812""" 0.884 """ 0.905 **~ 0.915""
R Index
(7.037) (7.458) (9.723) (7.380)
0.042 """ -0.005
Central
(3.763) (-0.209)
-0.117 -0.215
R Index x Central
(-0.557) (-1.319)
0.033** 0.028
Local
(2.464) (1.781)
R Index x Local - 0.324 -0.209
(-3.009) (-1.844)
I 2.555*" 2.515*" 2.564 """ 2.537 "
ev
(9.246) (9.738) (9.331) (9.619)
-4.493 """ —4.427 " -4.513""" —4.466 """
Profitability
rofitability (-6.038) (-6.235) (-6.078) (-6.283)
Di 0.114 " 0.104 *** 0.112*** 0.105 ***
w
(5.044) (4.438) (5.234) (4.527)
0.190 0.170 0.180 0.165
State
(1.612) (1.489) (1.525) (1.396)
uv 0.206 """ 0.202 """ 0.214 """ 0.208 ***
(5.533) (5.521) (5.686) (5.575)
CF -0.676 """ -0.671 """ -0.669 """ -0.660 """
(-3.564) (-3.529) (-3.538) (-3.487)
A 0.079 " 0.072 0.078 " 0.075"
e
& (1.976) (1.772) (1.949) (1.834)
0.044 0.036 0.043 0.035
Dual
(1.756) (1.499) (1.772) (1.470)
Tool 0.851 " 0.860 ** 0.861 " 0.872 "
0,
P (2.868) (2.866) (3.019) (2.919)
MB 1.831 """ 1.836""" 1.799 *** 1.793 ***
(9.941) (9.630) (9.212) (9.746)
DA 0.435"" 0.431"" 0.451 """ 0.452*"
(3.105) (3.158) (3.327) (3.216)
Analvst 0.025"*" 0.026 " 0.033 """ 0.031 """
nalys
) (2.741) (3.007) (4.210) (3.700)
-6.020 """ -5.782""" -6.037 """ -5.828 """
cons
- (-5.642) (-5.443) (-5.685) (-5.489)
NEIEIR 1 il i el
FEA G 11910 11 811 11910 11 811
N R? 0.132 0.131 0.132 0.131
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Table 8 Effects of annual reports’ readability on financing cost and financing behaviors
. 1 2 3 4 5
A :
Dd’tCOSti,z+l Equ”yc‘”tz,tﬂ IFi,t+l DFi,):+l EFi‘rJrl
0.577* 0.046 """ 0.018 " -0.133"" -0.179 """
R Index
(2.168) (5.371) (2.307) (-2.580) (-3.515)
L -1.756 """ -0.004 0.034 "~ -0.351"" 0.095"
ev
(-4.502) (-0.429) (4.317) (-12.548) (1.928)
) 2,137 -0.135" - 0.140 " -0.221" 0.230"
Profitability
(3.933) (-5.430) (-4.854) (-2.045) (1.864)
Di -0.228""" -0.001 -0.004 -0.026""" -0.085"""
w
(-5.757) (-0.478) (-1.656) (-3.907) (-5.526)
s -0.381"" -0.003 0.004 0.004 -0.008
tate
(-2.597) (-0.437) (1.086) (0.137) (-0.223)
u -0.125 -0.004 " 0.000 -0.048 """ -0.029 "
(-1.690) (-2.811) (0.199) (-4.324) (-2.625)
CF -0.039 -0.011 0.042 "~ -0.128"" -0.017
’ (-0.128) (-1.564) (4.304) (-3.058) (-0.425)
-0.153 0.016 " 0.001 -0.018 -0.014
Age
(-1.394) (2.880) (0.294) (-1.156) (-1.159)
Dual 0.127" 0.003 0.002 -0.004 0.001
“ (2.100) (1.122) (1.082) (-0.469) (0.057)
Tonl -1.346" -0.016 - 0.040 *** -0.178 -0.050
o (-1.891) (-0.765) (-3.387) (-1.508) (-0.347)
"B 0.348" 0.000 0.016 -0.543 """ -0.450"""
(2.189) (0.014) (1.717) (-10.390) (-11.304)
DA -0.787 """ 0.012 0.027 *** -0.053 -0.094"
(-4.195) (1.149) (4.2006) (-1.016) (-2.181)
-0.054" -0.008 """ 0.001 -0.010"" -0.010""
Analyst
(-2.114) (-7.536) (1.373) (-2.819) (-3.023)
11.893 *** 0.088 0.027 1.588 """ 0.994 **
cons
B (7.390) (1.218) (0.516) (4.010) (2.657)
VANEIER i3 ] il i i ]
AR 10 292 3977 11 947 11 947 11 947
HN R? 0.062 0.115 0.045 0.096 0.088
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Media coverage, readability of listed companies’ annual reports and
financing constraints

LU Dong, SONG Xin-bet

School of Accounting, Southwestern University of Finance and Economics, Chengdu 611130, China

Abstract: This paper uses text analysis to investigate the relationship between the annual reports’
readability and financing constraints, and considers the moderating effect of media coverage. The results
show that the lower the annual reports’ readability, the severer the corporate financing constraints. The
increase of media coverage can weaken this relationship, and the more positive the media sentiment, the
more significant the moderating effect. Further evidence indicates that a higher proportion of institutional
investors can weaken the relationship between the annual reports’ readability and financing constraints;
when the readability is low, the information effect of media coverage is more significant; only the number
and sentiment of news from the official and local media can significantly alleviate the financing constraints
caused by the low readability; the lower readability of annual reports increases the financing cost to
intensify the financing constraints, and makes companies increase internal financing and decrease
external financing. This paper expands the research on the text information disclosure quality of financial
reports from the perspective of financing constraints, and reveals how media coverage can effectively
improve the insufficient internal information disclosure, which provides a theoretical basis for companies
to alleviate financing constraints by improving the internal and external information environment.

Key words: readability of annual reports; financing constraints; media coverage; text analysis



