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R (Amihud and Mendelson, 1986; Diamond and Ver-
recchia, 1991 );
s (Handa and Linn, 1993; Coles, Loewenstein

and Suay, 1995 ), ,

b o ’

, 2002 2004 1017

s ; (' Han-

lon and Steele (2000) , Gebhardt et al.
(2001) s

Gebhardt et al. (2001)

H ’ ’
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¢ )
1.
! 2001 5 «
D 2002
b Y Y Y
. 1 2001 2004 .
1
Panel A.

2001 30 5.9 201 39.5 248 48. 7 30 5.9 509

2002 40 7.8 239 46. 9 198 38.8 33 6.5 510

2003 41 8.1 268 52.8 173 34.1 26 5.1 508

2004 30 6.0 303  60.4 147 29.3 22 4.4 502

141 6.9 1011 49.8 766 37.8 111 5.5 2029

Panel B.
2 1 1 2

2002 11 2.2 136 26.7 265 52.0 92 18.0 6 1.2 510

2003 9 1.8 119 23. 4 284 55.9 92 18.1 4 0.8 508

2004 6 1.2 116 23.1 272 54.2 101 20.1 7 1.4 502

26 1.7 371 24. 4 821 54.0 285 18. 8 17 1.1 1520

1 Panel A , s 2001
2004 5.9% 4.4%,
. 2001 45.4% 2004 66.4%,
20 R Panel B s 1 2
1 2 . , 2003 1
2 25.2%., 1 2 18.9%,
s (2006) .

(2006) s (2006)
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b ’
2.
b
2002—2004 1520 s
s 1 , 1017
, 67%. 2,
2
Panel A.
2002 38 11.0 189 54.5 108 31.1 12 3.5 347
2003 41 11. 6 211 59.9 90 25.6 10 2.8 352
2004 27 8.5 220 69. 2 68 21. 4 3 0.9 318
106 10. 4 620 61.0 266 26.2 25 2.5 1017
Panel B:
2 1
2002 7 2.0 100 28.8 186 53.6 51 14.7 3 0.9 347
2003 6 1.7 85 24. 1 203 57.7 54 15.3 4 1.1 352
2004 4 1.3 72 22.6 188 59.1 51 16. 0 3 0.9 318
17 1.7 257 25.3 577 56.7 156 15.3 10 1.0 1017
2 1017 726
, 71. 4%,
’
27% 16.3%, 1 o s
(G
1.
(D
. 274 ;
(2) ,
577 3 (3 >

166
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(benchmark) ,

o b A A A

(Diamond and Verrecchia, 1991;
2005; Lang and Lundholm, 1993; Ang et al., 2000 ;

2004 ; , 2006 ),
) 3,
3
Panel A.
3
( ) 2212231 2624977 412746 2315215 2684447 369232 —0. 63
0.4379 0. 4587 0.0208 0.4248 0. 4435 0.0187 —0.32
0. 0860 0.0787 —0.0073 0.0849 0.0817 —0.0033 0.77
0.0396 0.0375 —0.0021 0.0427 0.0407 —0.0020 0. 06
0.6140 0. 6886 0.0745 0. 5840 0.6341 0.0501 —1.44
Panel B:
L
( ) 2196 460 2550002 353541 2315215 2684447 369232 0. 23
0. 4356 0.4511 0.0155 0.4248 0. 4435 0.0187 0. 40
0.0751 0.0724 —0.0028 0.0849 0.0817 —0.0033 —0.06
0.0357 0.0327 —0.0030 0.0427 0.0407 —0.0020 0. 39
0.6016 0. 6283 0. 0267 0. 5840 0. 6341 0. 0501 1. 39
3 ) ( ) ,

ROE ROA ,
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(@) (Botosan, 1997);

(2) (O'Hanlon and Steele, 2000; Gebhardt, Lee, and Swami-
nathan, 2001; Easton, Taylor, Shroff and Sougiannis, 2002; Baginski and
Wahlen, 2003  ); (3) (Gode and Mohanram, 2003;
Easton, 2004 ),

(Easton, 2006), : (D
, GDP
(Gode and Mohanram, 2003 ); (2)
(Gebhardt, Lee and Swami-
nathan, 2001 ); (3)

(O'Hanlon and Steele, 2000 ),

b o

. GDP
o , O’'Hanlon and Steele (2000)

b o

O'Hanlon and Steele (2000)

~ bps, + LROE, —r) X bps, ] +g,)

. (D
P (7’_, — 8 )
: Pﬂ ] t ’ bpS}, N bps»,, 1 ] t
(1 . ROE, ¢ .7
s g (perpetual growth rate),
O'Hanlon and Steele (2000) @D)
2 Botosan(2005) s ,Botosan and Plum-
lee(2002)  Easton(2004) Gebhardt ez al. (2001), Gordon and Gordon (1997)

Gode and Mohanram (2003)
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St it bps jt
P g, g Pr PP (2)
ji—1 bpsj! 1
, €eps; t . (2)
’ 60 ’ 81 - (l’_ g)/
(1+g, g=Gr—06)/(+8),
¢ )
O'Hanlon and Steele (2000) (2)
s 4,
o t o1 t R?
Panel A.
6.0198% 14. 52 0. 0077 7.16%* 0. 0813
6. 0546 % 14. 88+ 0.0099 7.45 0. 0881
0.0348%
Panel B:
5.3671% 9. 03 0. 0098 6. 557 0.1337
5.6952% 10. 56 0.0109 5.82% 0.1108
0.3281%
Panel C.
4.9245% 9.05* 0. 0080 5.88%%* 0.1741
5.2400% 5. 64" 0. 0095 2.96 % 0. 0507
0.3155%
¢ 1%
4 , N s R’
5%, .
80 ] 5%76% 0
(2006) Gebhardt ez al. (2001) 3.6%
o (2006)
2/3 s
(2006) o
6.02%, 6.05%, 0.03%,
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5.37% 5.70%, 0.33%,
o b ’
b b o
4.92% 5.24%,
0.32%, , ,
2 o
)
3)
eps; b, — bps . — bps
7p s :8<)+Tl) 'D1+81 1]2 b ﬂ+g1) ‘Dl * ]),/ pﬂ+€_ﬂ’ (3)
bps)r 1 bpsjt 1 bpS;r 1
D, s 0, 1, D
o b
p o B
5
o d1 D gD R?
0.0602 0.0077 0. 0003 0.0021 0. 0849
t 14.15** 6. 98 " 0. 06 1. 24
0.0537 0.0098 0.0033 0.0011 0.1237
t 9.29 6. 74" 0.41 0. 44
0.0492 0. 0080 0.0032 0.0014 0.0827
t 6. 18 4.01** 0. 29 0. 44
* t 1%
5 ’ ’ (3) D °
b b o b
. . p
¢ )
3 )
. b
( ) 2 6
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50,

D ’ °
6
o) O D gD R?
6.29% 1.36% —0.07% 0.67% 0. 1462
¢ 10. 85 % 6.29 " —0.09 1. 00
5.67% 1.60% 0.66% 0.84% 0.1915
t 3,027 7.93%%* 0. 54 1.17
5.41% 1.41% —1.00% 0.63% 0.1071
¢ 4,417 3,69 —0.59 1.47
4.24% 0.85% —0.53% 0.21% 0. 1450
t 6.96" " 6. 56" —0.62 1.07
3.66% 1.02% —0.01% 0.15% 0. 2291
¢ 4. 45757 6.29 0. 00 0. 54
3.95% 0.67% 0.53% —0.28% 0.2273
¢ 5.08%** 3.89 %% 0. 49 —1.05
* %% t 1%
b o
7 . (
“079)) 03
7
3o d1 D gD R?
6.31% 0.75% —0.60% 0.36% 0.1098
t 6,10 2,56 —0.43 0. 86
5.92% 1.25% 0.72% —0.77% 0.0787
t 2. 717 2.33%%* 0.59 —0.97
4.92% 0.41% 0.13% 0.15% 0.0720
t 4. 387> 1.99 %~ 0.05 0. 24
* %% t 1% R
AY
’ o
“C”) .
. “C7v
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o b
’
)
s , Turnover,
s illiq,
o , s Beta
Std, Beta ,
b
b 8 o b
b o b
8
Panel A.
¢
Turnover(%)  0.8641  0.9285 0.0644  0.8808  0.9380 0.0572  —0.
Tlliq( X 107%) 0.5346 0. 4265 —0.1081 0. 5495 0. 4467 —0.1028 —0.
Beta 1. 0389 1. 0538 0.0149 1.0392 1. 0448 0. 0056 —0.
Std 0.0213 0.0217 0. 0004 0.0214 0.0218 0. 0004 —0.
Panel B:
¢
Turnover( %) 0. 8228 0. 9607 0.1379 0. 8808 0. 9380 0. 0572 1.
Tllig( X107%) 0.5473 0.4376 —0.1097 0. 5495 0. 4467 —0.1028 0.
Beta 1. 0448 1. 0723 0.0275 1. 0392 1. 0448 0. 0056 1.
Std 0.0215 0.0225 0.0010 0.0214 0.0218 0. 0004 1.:
100, Tlliq Tllig <108,

* Amihud(2002) s (2003)
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4
8 s 0.86%
0.93%., 0.06%,
0.88% 0.94%, 0.06%, t o
’
b 8 b
Beta o ’
’ ’
8 s
o b
H ’ o
.’ o
(G
o { o« » { »
b o
CAR o 9
9
Panel A.
CAR(—1,D 0. 0000 0.0037 *** 0.0031 0. 0096
CAR(0,5) 0. 0047 0.0052*** 0. 0020 0. 0090
CAR(—1,5) 0. 0046 0.0079 *** 0. 0040 0.0152**
Panel B.
2 1 2
CAR(—1,D) —0.0017 0.0053*** 0.0026 ** 0. 0020 0.0245
CAR(0.5) 0.0026 0. 0069 """ 0. 0040 *** 0.0018 0.0158
CAR(—1.,5) —0. 0006 0.0101 *** 0. 0058 *** 0.0044* 0.0216
* kK * % * 1 1% ‘5% 10% .
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9  Panel A , CAR(—1,1) CAR(0,5)
’ ° CAR( —1 ’ 5) ’
R Panel B, 1
CAR, =a, +a, « Level, +a, « Change; +a; + Year 2003,
+a, » Year 2004, +¢, » (4)
CAR ) (_19 1>’ (Oy 5>s
(—1, 5 ; Level , N N
5. 4. 3. 2; Change ) 2 . 1 .
. 1 . 2 —2, —1, 0, 1, 2; Year 2003
Year 2004 s 2003 1 2004
1,
10 CAR level ,
Change o )
10
Intercept Level Change Year 2003 Year 2004
CAR(—1.1) 0.0102* —0.0024 0.0014 0.0021 0.0043**
CAR(0,5) —0.0012 0. 0004 0.0015 0.0094 "~ 0. 0028
CAR(—1,5) 0. 0050 —0.0012 0.0022 0.0137*** 0.0047*
t 1%.5% 10%
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Does the Disclosure Quality Really Affect
the Cost of Equity in China

WENFENG WU  CHONGFENG WU
(Shanghai Jiaotong University)

OL1VER M. Rul
(The Chinese University of Hong Kong)

Abstract This paper investigates the effect of changes in disclosure quality on the cost of

equity using a sample of 1017 firms listed in the Shenzhen Stock Exchange. To mitigate the

omitted variables problem in the cross-sectional approach, we adopt a time-series approach

that

compares the costs of equity before and after the change in disclosure quality. The results

show that the improvement in disclosure quality doesn’t reduce the cost of equity. We also
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find no impact of change in disclosure quality on firms’ liquidity and risks. These results im-
ply that investors in China don’t treat disclosure quality seriously in their investment deci-
sions.
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