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Table 2 Summary description of variables
A
NCSKEW; ., 752 -0.282 -0.286 0.723 -2.331 1.686
DUVOL,; , ., 752 -0.199 -0.205 0.512 -1.39 1.068
ECL ,, 752 0.500 0.500 0.500 0.000 1.000
OPAQUE , 752 0.564 0.000 0.622 0. 000 2.000
DTURN ., 752 0.429 0.371 0.260 0.070 1.300
NCSKEW , _, 752 -0.366 -0.359 0.692 -2.265 1.481
DUVOL;, _, 752 -0.252 -0.252 0.486 -1.436 0.875
SIGMA , 752 0.080 0.073 0.033 0.033 0.189
RET, 752 0.009 0.007 0.012 -0.012 0.055
SIZE 752 21.978 21.838 1.178 19.735 25.276
MB;, 752 0.378 0.327 0.217 0.058 0.998
LEV ;, 752 0.388 0.351 0.218 0.050 0.864
ROA ,, 752 0.046 0.049 0.066 -0.153 0.185
ABACC ;, 752 0.002 ~0.000 0.089 -0.218 0.322
SOE; , 752 0.274 0.000 0.446 0. 000 1.000
BIG4, 752 0.049 0. 000 0.216 0.000 1.000
AGE ;, 752 9.129 6.000 6.443 1.000 25.000
B
OPAQUE
INQ
0 1 2
0 375 1 0
1 6 317 53
3
Table 3 Mean comparison about key variables grouped by comment letters
INQ,;, =0 INQ,, =1
NCSKEW, ,,, 376 -0.337 376 -0.228 -0.109**
DUVOL, , ., 376 -0.224 376 -0.175 -0.05
OPAQUE , , 376 0.003 376 1.125 —1.1227%**
Y p<0.1; *p <0.05 Fp <0.01.
3.2 (ECL, ) probit
( PSM)
. ( OPAQUE, ) .
(LEV,)) . (AGE, )
( PSM) (ECL; )
1%
(ROA,; ) (ECL, )
1:1 1%
“ 7 ( BIGA, )
4 1 (ECL;)) 5%
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Table 4 Comment letters and stock price crash risk ( PSM regression results)

1 2 3 4 5
ECL, NCSKEW, ,, | DUVOL; , ., NCSKEW, ., , DUVOL; , .,
-0.299 ** -0.168" -0.295** -0.163
ECL; —
( -2.05) (-1.67) ( -2.01) (-1.62)
1.144*** 0.179" 0.063 0.563 %% 0.558 %%
OPAQUE; ,
(9.65) (1.69) (0.84) (2.70) (3.96)
-0.392" —0.505***
ECL; , x OPAQUE ; , — — —
(-1.67) ( -3.13)
-0.019 -0.158 0. 005 -0.158 0.005
DTURN
( -0.12) (-1.16) (0.05) (-1.17) (0.05)
-0.007 -0.007
NCSKEW ,, — —
( -0.18) ( -0.18)
0.026 0.027
DUVOL, — — —
(0.71) (0.73)
1.514 -0.138 1.029 -0.111 1.063
SIGMA ;,
(0.85) ( -0.10) (1.01) ( -0.08) (1.04)
4.432 3.827 -1.545 3.876 -1.482
RET;,
(1.10) (1.14) ( -0.62) (1.15) ( -0.60)
-0.104" -0.062 -0.038 -0.060 -0.036
SIZE
( -1.85) (-1.59) (-1.32) (-1.52) (-1.22)
-0.472 0.021 0.051 0.018 0.048
MB,,
( -1.59) (0.10) (0.36) (0.09) (0.33)
1.160*** 0.135 -0.010 0.137 -0.007
LEV,,
(6.16) (0.74) ( -0.08) (0.75) ( -0.06)
—5.229 % ~1.093" -0.721 —-1.124" -0.761"
ROA,, 093
(-7.64) (-1.68) ( -1.60) (-1.72) ( -1.68)
0.167 0.770** 0.450" 0.773** 0.454"
ABACC,
(0.45) (2.21) (1.94) (2.21) (1.95)
-0.157 -0.098 -0.029 -0.099 -0.030
SOE;,
( -0.58) (-1.41) ( -0.60) ( -1.42) ( -0.63)
-0.203** -0.142 -0.045 -0.159 -0.066
BIG4,
( -2.28) ( -1.10) ( -0.48) (-1.17) ( -0.68)
0. 026 *** 0.006 0.006 0.006 0.006
AGE ;
(4.30) (1.11) (1.53) (1.15) (1.59)
-0.076 1.321° 0.789 1.279 0.735
( -0.07) (1.68) (1.33) (1.61) (1.24)
/
-R? 0.217 — — — —
-R — 0.056 0.069 0.056 0.069
4217 752 752 752 752
T p <0.1; Fp <0.05 Fp <0.01 1 z 2-~4 ¢ ¢
( SIZE,,)
(ECL;)) 10% (ECL;))
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Table 5 Regression results after controlling industry effect of comment letters
1 2 3 4
NCSKEW, ,, | DUVOL, ., , NCSKEW; ,, | DUVOL, ,, ,
-0.300** -0.169" -0.296** -0.164
ECL;,
(-2.05) (-1.67) (-2.02) (-1.62)
0.181° 0.063 0.573*** 0.558 ***
OPAQUE, ,
(1.71) (0.84) (2.74) (3.94)
-0.401" —0.504 7
ECL; , x OPAQUE , , — —
(-1.69) (-3.11)
-0.159 0.005 -0.159 0.005
DTURN ; ,
(-1.17) (0.05) (-1.17) (0.05)
-0.006 -0.006
NCSKEW , , —
(-0.17) (-0.17)
0.026 0.027
DUVOL, , — —
(0.71) (0.72)
-0.167 1.030 -0.141 1.064
SIGMA ; ,
(-0.12) (1.01) ( -0.10) (1.04)
3.825 -1.543 3.875 —-1.481
RET,,
(1.13) (-0.62) (1.15) ( -0.60)
-0.062 -0.039 -0.060 -0.036
SIZE
(-1.59) (-1.32) (-1.52) (-1.23)
0.018 0.052 0.015 0.048
MB,;,
(0.09) (0.36) (0.07) (0.33)
0.134 -0.010 0.137 -0.007
LEV,,
(0.74) (-0.08) (0.75) (-0.06)
—1.114" -0.720 -1.146" -0.760*
ROA
(-1.71) (-1.59) (-1.74) (-1.67)
0.777** 0.450" 0.781™* 0.454+
ABACC
(2.23) (1.93) (2.24) (1.95)
-0.099 -0.029 -0.100 -0.030
SOE ;,
(-1.41) ( -0.60) (-1.42) (-0.63)
-0.140 -0.045 -0.157 -0.066
BIG4,
(-1.07) (1 -0.48) (-1.15) (-0.68)
0.006 0.006 0.006 0.006
AGE ; ,
(1.12) (1.53) (1.15) (1.59)
-0.009 0.001 -0.009 0
ECLIND_NUM, ,
(-0.42) (0.04) ( —0.43) (0.02)
1.373" 0.787 1.333" 0.734
(1.73) (1.33) (1.67) (1.24)
/
-R 0.055 0.068 0.054 0.068
752 752 752 752

T p <0.1; T p <0.05 Fp <0.01;1~4 t t
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Table 6 Regression results after considering different opaque measurements
1 2 3 4
NCSKEW, ,, | DUVOL; ,, , NCSKEW, ,, | DUVOL; ,, ,
-0.023 -0.014 -0.163 -0.103
ECL,,
(-0.15) (-0.13) (-1.28) (-1.18)
0.571*** 0.565*** 0.562*** 0.559 ***
OPAQUE, ,
(2.73) (4.01) (2.69) (3.96)
-0.653*** -0.639*** -0.5387"* -0.566 """
ECL, , x OPAQUE , ,
(-2.99) (-4.33) (-2.52) (-3.91)
-0.147 0.010 -0.151 0.008
DTURN ; ,
(-1.09) (0.10) (-1.12) (0.08)
-0.004 -0.006
NCSKEW ; , — —
( -0.10) (-0.15)
0.028 0.028
DUVOL, , — —
(0.75) (0.76)
-0.010 1.128 -0.082 1.086
SIGMA ; ,
(-0.01) (1.10) ( -0.06) (1.06)
3.874 —-1.420 3.761 -1.508
RET,
(1.15) (-0.58) (1.11) (-0.61)
-0.074" -0.044 -0.066 -0.039
SIZE,,
(-1.85) (-1.49) (-1.65) (-1.32)
0.032 0.053 0.030 0.052
MB,;,
(0.16) (0.37) (0.15) (0.36)
0.188 0.023 0.154 0.004
LEV, ,
(1.01) (0.18) (0.83) (0.03)
-1.303** -0.865" -1.187" -0.801+*
ROA .,
(-2.01) (-1.94) (-1.82) (-1.78)
0.823** 0.4847* 0.789** 0.465**
ABACC
(2.33) (2.09) (2.23) (1.99)
-0.112 -0.038 -0.102 -0.033
SOE
( -1.60) (-0.79) (-1.47) (-0.69)
-0.156 -0.065 -0.158 -0.065
BIG4, ,
(-1.17) ( -0.68) (-1.17) (-0.68)
0.007 0.006 0. 006 0.006
AGE ;,
(1.19) (1.62) (1.16) (1.60)
1.588" 0.907 1.414" 0.807
(1.96) (1.52) (1.75) (1.35)
/
-R 0.053 0.071 0.052 0.069
752 752 752 752

3.3.3

T p <0.1; Fp <0.05;

PSM

< 0,011 ~4

PSM
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1 NCSKEW,, DUVOL,,
7 PSM 1
Table 7 Comment letters and stock price crash risk ( PSM regression results with lagged stock price crash risk proxies)
1 2 3 4 5 6
ECL,, NCSKEW, . | NCSKEW, . | ECL,, DUVOL; , ., DUVOL, ,, |
-0.283" -0.277" -0.179" -0.165
ECL, - _
( -1.88) (-1.82) (-1.72) ( -1.58)
1.137*** 0.199" 0.422** 1.140*** 0.050 0. 544 ***
OPAQUE, ,
(9.59) (1.88) (2.47) (9.61) (0. 66) (5.56)
-0.231 —0.515***
ECL, , x OPAQUE , , — — — —
(-1.52) ( —4.00)
0.004 -0.161 -0.160 0.012 0.031 0.033
DTURN
(0.02) ( -1.16) ( -1.15) (0.08) (0.32) (0.35)
0.108** -0.023 -0.022
NCSKEW ;, — — —
(2.27) ( -0.57) ( -0.55)
0.201 *** 0.062 0.065
DUVOL,, — — —
(2.91) (1.52) (1.60)
1.667 -0.601 -0.582 2.125 1.707 1.749"
SIGMA, ,
(0.94) ( -0.41) ( -0.40) (1.18) (1.62) (1.65)
3.874 3.527 3.583 3.834 -2.921 -2.800
RET,,
(0.96) (1.00) (1.01) (0.95) (-1.14) ( -1.09)
-0.100" -0.059 -0.058 -0.090 -0.040 -0.038
SIZE
( -1.76) ( -1.49) ( —1.45) ( -1.58) ( -1.25) ( -1.16)
B -0.454 -0.037 -0.037 -0.499" 0.069 0.068
( -1.53) ( -0.18) ( -0.18) (-1.68) (0. 44) (0.43)
LEV 1.153*** 0.054 0.059 1.155*** 0.031 0.042
. (6.11) (0.29) (0.32) (6.11) (0.24) (0.33)
ROA —5.254 %% -0.803 -0.826 —5.244 % -0.556 -0.604
” ( =7.66) ( =1.20) (-1.22) ( =7.64) ( =1.20) ( =1.30)
0.164 0.605" 0.603" 0.165 0.359 0.355
ABACC
(0.45) (1.74) (1.74) (0.45) (1.55) (1.53)
SOE -0.163 -0.066 -0.068 -0.163 -0.019 -0.021
" ( -0.60) ( -0.96) ( -0.98) ( -0.60) ( -0.39) ( -0.43)
-0.200"* -0.140 -0.150 -0.197** -0.041 -0.063
BIG4, ,
( -2.24) (-1.14) ( -1.19) ( -2.20) ( -0.44) ( -0.67)
ACE 0.027 *** 0.005 0.005 0.027 *** 0.003 0.003
. (4.41) (0.90) (0.92) (4.40) (0.65) (0.73)
-0.158 1.304 1.281 -0.367 0.821 0.763
( -0.14) (1.63) (1.60) ( -0.32) (1.26) (1.16)
/
-R? 0.219 — — 0.221 — —
-R? — 0.041 0.040 — 0.070 0.071
4217 746 746 4217 744 744
St p <0.1; p <0.05 Fp <0.01;1 4 : 2.3.5.6 ‘ :
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Does the preventive regulation mitigate stock price crash risk? Evidence from
comment letters

ZHANG Jun-sheng TANG Xiaoian™ LI Guang—=hong

Sun Yat-sen Business School Sun Yat-sen University Guangzhou 510275 China

Abstract: The report of 19th CPC National Congress claims that it is necessary to improve the financial regula—
tory system to forestall systemic financial risks. Prior studies on financial regulation mainly focus on ex post
penalties. However preventive regulation plays a key role in forestalling systemic financial risks. For exam—
ple The Shanghai and Shenzhen Stock Exchange have sent comment letters in time to firms which have poten—
tial risks in financial report recently. So based on the experiment environment of the Exchange’ s comment
letters the paper examines whether preventive regulation mitigates stock price crash risk effectively. The re—
sults show that exchange comment letters can mitigate stock price crash risk and the effect is more pronounced
if a firm’ s financial report is more opaque. Therefore these findings offer a new regulatory viewpoint that the
Exchange’ s comment letters are beneficial to protect investors’ interest and maintain the stability of financial
markets.

Key words: preventive regulation; comment letters; stock price crash risk; information transparency



