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Earnings Management by the Controlling Shareholders and the Capital
Market

Efficiency

Ying Wetwei (Wuhan University )
Yuan Zhaoxiang ( China CITIC Bank)

Abstract; Chinese stock market cannot appreciate the information of earnings management by the controlling shareholders,
and the stock market misprices the components of current earnings. Specifically, the market overprices discretionary accruals
and normal accruals while underestimates cash flows. The controlling shareholders have the important impact on the mispricing
of discretionary accruals. The magnitude of the mispricing is less for the higher levels of the controlling shareholdings. But the
mispricing is severer with the increasing of the divergence between the controlling and cash flow rights by the ultimate
controlling shareholders.

Key words: controlling shareholder ; earnings management ; discretionary accruals ;market efficiency

WEE R B DR S ; 9146 3K 430072, Email : yingweiwei@ whu. edu. cn,
WA P EHAT BT

BESTIR . FEXEHARREREATH (71272230) ; B FZ AR F 54— H (14BGLO043)

W= EHE . X E)



