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1)
B, 2) 120
(4)  3)
(3) \
2.3
2011 —2020 2.4
1
: 1%
SYNCH -0.39
: 0.97
CONTAGION
0.13 1 095 3259
Table 1 Descriptive statistics of variables
SYNCH 25 467 —-0.386 0.970
CONTAGION 25 467 0. 127 0.333
ROA 25 467 6. 647 16. 747
LEVERAGE 25 467 42.082 21.597
SIZE 25 467 3.670 1.293
AGE 25 467 17. 485 5. 809
HOLD 25 467 36. 860 23.994
MTB 25 467 0.4010 0.289
TANGIBLE 25 467 46.274 24.236
INCOMEYOY 25 467 16. 291 38.985
CAPEX 25 467 0.211 0. 307
MOMENTUM 25 467 12. 489 61. 837
SOE 25 467 0. 348 0. 476
3
1.
3.1
2 (3)
( )
2 (1) CONTAGION_SW2 2
2 (2) (4) 2 (4)
(1)
2 (3)
2 (3) 5%
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Table 2 Benchmark regression results
(1) SYNCH (2) SYNCH (3) SYNCH (4) SYNCH
0. 096 *** 0. 106 *** 0. 066 **
CONTAGION
(4.844) (5.588) (2.481)
0. 030
CONTAGION_SW2
(1.311)
CONTROL VARIABLES NO YES YES YES
YEAR FE YES YES YES YES
INDUSTRY FE YES YES NO NO
FIRM FE NO NO YES YES
N 25 371 25 376 25 467 25 467
Adj-R? 0.112 0.216 0.164 0.164
3.2
(4)
95%
1. 3.3.1
25
1
Fig. 1 Trend test for parallel lines®
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3.3
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Table 3 Contagion effects and individual investor concerns
(n (2) (3)
SYNCH SYNCH SYNCH
0. 099 ***
CONTAGION_10
(2.953)
-0.029"
CONTAGION x COMMENT_10
(-1.679)
0. 105 ***
CONTAGION_20
(2.921)
-0.033"
CONTAGION x COMMENT_20
( -1.670)
0. 108 ***
CONTAGION_30
(2.953)
-0.036"
CONTAGION x COMMENT_30
(-1.714)
0. 001 —0. 0247 —0. 049 ***
COMMENT
(0.054) ( -3.270) ( -5.925)
CONTROL VARIABLE YES YES YES
FIRM YEAR YES YES YES
FIMR YEAR YES YES YES
N 25 465 25 465 25 465
AdjR? 0.165 0.165 0.166
3.3.2 . ; ( REPORT)
( ( SUR) (INST)
ANALYSTREPORT SUR
4 4 (1) ~
4 (4 .
(ANALYST) (

)
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Table 4 Contagion effects and analyst and institutional investor attention
(1) (2) (3) (4)
SYNCH SYNCH SYNCH SYNCH
0.003
CONTAGION x ANALYST
(1.182)
_0. (X)3 Kk
ANALYST
(—2.846)
0.028
CONTAGION x REPORT
(1.380)
-0.053***
REPORT
( =5.466)
0.018
CONTAGION x SUR
(0.918)
-0.031
SUR
( -3.270)
-0.000
CONTAGION x INST
(-0.044)
_0‘ (Xn*‘k‘k
INST
( -4.670)
0.075" 0.032 0. 049 0. 068
CONTAGION
(1.818) (0.510) (0.601) (1.503)
CONTROL VARIABLE YES YES YES YES
FIRM YEAR YES YES YES YES
FIMR YEAR YES YES YES YES
N 17 854 17 872 9 649 25 467
AdjR? 0.161 0.160 0.176 0. 164
3.3.3
( SEARCH)
5
5 () ~ 5 (3)
10 .20 30
3.3.4

10 .20 30
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Table 5 Contagion effects and financial reporting information search

(1) (2) (3)
SYNCH SYNCH SYNCH
-0.019
SEARCH_10
( —1.553)
-0.067"
CONTAGION x SEARCH_10
(-1.794)
-0.046***
SEARCH_20
( -3.588)
-0.061"
CONTAGION x SEARCH_20
( -1.651)
-0. 065 ***
SEARCH_30
( —4.932)
-0.072**
CONTAGION x SEARCH_30
( —1.989)
0.237*** 0.229 *** 0. 240 ***
CONTAGION
(4.135) (4.117) (4.352)
CONTROL VARIABLE YES YES YES
FIRM YEAR YES YES YES
FIMR YEAR YES YES YES
N 15 535 15 535 15 535
Adj-R? 0.150 0.150 0.152
6
Table 6 Contagion effects and corporate governance
(1) (2) (3)
SYNCH SYNCH SYNCH
-0.005
INTSUP
( -0.336)
-0.113**
CONTAGION x INTSUP
( -2.165)
0. 001
INTENV

(0.059)
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Table 6 Continues
(1 (2) (3)
SYNCH SYNCH SYNCH
-0.109**
CONTAGION x INTENV
( -2.359)
—0.041 ***
CONTAGION_30
( -2.818)
-0. 066"
CONTAGION x COMM
( —1.746)
0. 358 *** 0. 288 *** 0. 100 ***
COMM
(2.612) (2.959) (3.230)
CONTROL VARIABLE YES YES YES
FIRM YEAR YES YES YES
FIMR YEAR YES YES YES
N 25 449 25 449 25 467
Adj—JR2 0.165 0.165 0.165
4 7 N
7 (1) 7 (2)
7 (3)
? (3)
( DISACC) Dechow *° Jones
: ( REALEM)
Dechow ' :
( comp) De Franco
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Fig. 2 Frequency distribution of regression coefficient 8,
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Table 7 The impact on the accounting quality of firms in the same industry
(1) (2) (3)
DISACC REALEM comMp
CONTAGION -0.013" -0.019*** 0. 001 **
( —1.651) (-2.731) (2.137)
CONTROL VARIABLE YES YES YES
FIRM YEAR YES YES YES
FIMR YEAR YES YES YES
N 19 207 21 125 11 965
Adj-R? 0.034 0.046 0.090
5 2 B
B, (0.07)
5.1 95.5% 3
t B,
l -1.16 B t
» (2.48) 96.0%
t
(3)
B 1
1 000 8
B, ~0.03
! -1.16 10% t
8
Table 8 Result for placebo test
P5 P25 P75 P95
1 000 -0.03 0.05 -0.11 -0.07 0.01 0.06
t 1 000 -1.16 2.09 -4.43 -2.69 0.21 2.45
2 Bi 3 Bt

Fig. 3 Frequency distribution of the ¢-statistic of the regression coefficient 8,
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5.2
DID
®.
Goodman-Bacon * 9
Callaway Sant’ Anna ' . 32 Table 9 Results for heterogeneous treatment effects
DID . SYNCH
-0.073**
Callaway ~ Sant’ Anna ¥
(-2.01)
9 4.
5.3
4 CSDID
Fig. 4 Parallel trend test for CSDID
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Trust and stock price information content in capital markets: Evidence from
contagion effects of financial fraud events

CAI Qingfeng' WANG Han<you’ WU Guan-chen'

1. School of Economics Xiamen University Xiamen 361005 China;
2. Ping An Bank Co. Ltd. Shanghai 200120 China

Abstract: Trust is an essential informal system in human society serving as the foundation for the smooth
functioning of financial markets. The erosion of investor trust can impede the efficient transfer of information
leading to a decline in the accuracy and reliability of stock prices in the market. This paper employs the finan—
cial fraud filing as a shock to the trust system and finds that although such filing event improves the quality of
accounting information in the market the resulting loss of trust causes share price synchronization among other
companies in the same industry segment to increase significantly in the long run. The contagion effect is more
pronounced in instances where individual investors exhibit low attention levels demonstrate an inactive search
for financial report information exhibit a low level of internal corporate governance and engage in low levels
of investor communication. It is imperative that regulators proactively guide listed companies to communicate
with investors in a two-way manner while enhancing enforcement of disclosure violations.

Key words: trust; stock price synchronization; financial fraud; securities regulation; governance effects



