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2.2.3 ( Legal) ®.
10 26 8 ( Year)
( Size) . ( Leverage) ( Industry)
(ROA) . PO ( IPOYearLen) . ( Firmevel Cluster)
( StateOwned) .
( Female) . (Age) . 3
( Education) @, ( Analyst) .
( Big4) ; . 3.1
( StockLiquidity) ; 2
( DaMJones) *° ; ( Tone~ SubTone ManTone)
(AbTonel  AbTone2) 1%
( IndCompetition) * ;
2
Table 2 Variable descriptive statistics
(1) (2) (2) =(1)
T
Tone 11 681 0.002 0.064 3209 -0.018 0.068 -0.020***
SubTone 11 681 0.000 0.009 3209 -0.003 0.01 -0.003***
ManTone 11 681 0.396 0.124 3209 0.358 0.139 -0.038 ***
Positive 11 681 0.024 0.007 3209 0.026 0.007 0.001 ***
Negative 11 681 0.024 0.007 3209 0.027 0.007 0.002 7%
AbTonel 11 681 -0.010 0.057 3209 -0.021 0.058 -0.011***
AbTone2 11 681 -0.010 0.057 3209 -0.02 0.058 -0.0107**
ROA 11 681 0.046 0.177 3209 0.009 0.133 -0.037***
Size 11 681 22.189 1.352 3209 22.06 1.271 -0.129***
Analyst 11 681 1.497 1.128 3209 1.204 1.088 -0.293 %
Big4 11 681 0.057 0.232 3209 0.031 0.174 -0.026***
StateOwned 11 681 0.228 0.42 3209 0.147 0.354 -0.081***
StockLiquidity 11 681 1.64 17.739 3209 0.327 2.912 -1.313***
WordNum 11 681 11.841 0.269 3209 11.856 0.278 0.0147**
Leverage 11 681 0.42 0.477 3209 0.463 0.269 0.043 7%
IPOYearLen 11 681 10.744 7.437 3209 12.449 7.494 1.705 %
Female 11 681 0.037 0.189 3209 0.041 0.199 0.004
Age 11 681 52.744 6.377 3209 51.759 6.384 -0.985***
Education 11 681 0.894 0.308 3209 0.915 0.279 0.021 %
DaM Jones 11 681 0.009 0.159 3209 -0.008 0.257 -0.017***
IndCompetition 11 681 0.954 0.075 3209 0.950 0.071 -0.004***
Legal 11 681 8.581 2.176 3209 8.830 2.247 0.249 7%
NN 1%~ 5%+ 10%
@ N CEO
35 38

®
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3.2
3
Tone = b, + b, X LetterQuanitity + b, X ;
Control + Year + Industry + & (1) 2
Positive=b, + b, x LetterQuantity + b, X
Control + Year + Industry + & (2)
Negative=b, + b, X LetterQuantity + b, X .
Control+Year+Indusiry + ¢  (3) . 1 Letter-
(1 Tone Quantity -0.015
: (2) Positive ( ) (
(3) Negative 1.5 )
LetterQuantity -0.002 4 -0.008 3
( ). 3 246%; 3 LetterQuantity
1 0.001 ( )
LetterQuantity -0.015 1%
1.5%.
3
Table 3 Regression analyses of letter quantity on management tone
(1) (2) (3)
Tone Positive Negative
-0.015*** -0.000 0.001 ***
LetterQuantity
(0.002) (0.000) ( 0.000)
0.033*** -0.001 *** -0.003***
WordNum
(0.005) (0.000) (0.000)
-0.005*** -0.001 *** -0.000***
Size
(0.001) (0.000) (0.000)
-0.011" -0.000 0.000
Leverage
(0.006) (0.000) (0.000)
0.003 0.000 -0.000
ROA
(0.011) (0.000) (0.000)
-0.002*** -0.000 *** 0.000 ***
IPOYearLen
(0.000) (0.000) (0.000)
-0.009 *** -0.001 *** -0.000**
StateOwned
(0.003) ( 0.000) ( 0.000)
0.009 *** 0.000*** -0.000***
Analysist
(0.001) (0.000) ( 0.000)
0.025 % -0.001 *** -0.002***
Big4
(0.005) ( 0.000) ( 0.000)
0.007 ** 0.000 -0.000**
Female
(0.003) ( 0.000) ( 0.000)
0.000 *** -0.000 -0.000 ***
Age
(0.000) (0.000) (0.000)
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3
Table 3 Continues
(1) (2) (3)
Tone Positive Negative
0.006** 0.000** -0.000
Education
(0.003) (0.000) (0.000)
0.000 0.000 0.000***
StockLiquidity
(0.000) (0.000) (0.000)
0.007 *** 0.000 *** -0.000"
DaM Jones
(0.003) (0.000) (0.000)
0.044" 0.002" -0.003***
IndCompetition
(0.023) (0.001) (0.001)
0.001** -0.000 -0.000***
Legal
(10.000) (0.000) (10.000)
-0.313%** 0.042*** 0.062 ***
Constant
(0.060) (0.003) (0.003)
14 890 14 890 14 890
Adj. R? 0.244 0.871 0.896
3 3 46
( ROA) . ( Size)
( Analyst) . ( ROA)
( 1)
(p<0.01) .
; 2)
47
( ROA)
( Size) ( Analyst)
1)
( Size)
( 4 2)
( p<0.01).
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34
48
L) 44
1) ( LetterFi—
nance) N
' 2)
( LetterMA) N N
( Analyst) ' 3)
( 4 3) ( LetterOthers) N
( p<0.01) .
4 N
Table 4 Heterogeneity analyses based on firm performance firm size
and analyst focus 5 1.
(1) (2) (3) 2
Tone Tone Tone ( p<0.0 1).
LetterQuantityX 0.064 *** 4) T
koA (0.011) ( LetterFinance) -0.029
LetterQuantityX 0.004 ***
Quantit 1% ( LetterMA)
Size (0.001) 6
LetterQuantityX 0.007 *** ~0.00 ( Let=
Analysist (0.001) terOthers) -0.008.
14 890 14 890 14 890 ( p>
Adj.R? 0.250 0.245 0.246 0. 1) :
; (s ( )
)i
5
Table 5 Effects of different types of comment letters on management tone
(1) (2) (3) (4)
Tone Tone Tone Tone
-0.0327"* -0.029 7%
LetterFinance
(0.003) (0.003)
-0.008 *** -0.006***
LetterMA
(0.002) (0.002)
-0.013*** -0.008 ***
LetterOthers
(0.002) (0.002)
14 890 14 890 14 890 14 890
Adj.R? 0.246 0.238 0.241 0.247
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©
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(AbTonel) ( InsiderSale)
-0.005  95%
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Do the stock exchange comment letters affect management tone? Evidence
from textual analysis of listed companies’ annual reports

LIU Chun-in' *  SHI Rui*

1. Yangtze River Delta Economics and Social Development Research Center Nanjing University Nanjing
210093  China;

2. Business School Nanjing University Nanjing 210093 China

Abstract: The comment letter policy represents a systematic innovation made by Chinese Securities Regulatory
Agencies based on foreign experience. While recent literature has examined the impact of comment letters on
standardized financial information disclosure research on their impact on non-standardized textual information
disclosure is limited. This paper uses textual analysis of company annual reports to investigate the influence of
comment letters on management tone. Our findings indicate that comment letters significantly reduce the tone of
top management particularly through increased use of negative words in the annual report text. This effect is
more pronounced for firms with poorer performance smaller scale and lower analyst attention. Meanwhile
comment letters on financial issues have a greater impact than those on non-financial issues. Mediation effect
model results show that comment letters can significantly reduce insider trading behavior by negatively influen—
cing management tone indicating a governance effect on non-standard textual information tone. This paper ex—
pands research on comment letters’ outcomes from quantitative financial information to qualitative text
intonation and provides direct evidence of the impact of macro policies on management intonation.

Key words: stock exchange comment letters; textual analysis; tone; insider trading



