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Impact of Key Audit Information Disclosure on Institutional Investor
Investigation
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Abstract: Taking A-share listed companies in Shanghai and Shenzhen from 2013 to 2020 as the research object, the
multi-period difference-in-differences (DID) method and text analysis method were used to study the impact of
implementation of key audit matters standards (referred to as guidelines, the same below) and text readability on
institutional investors’ investigation behavior. The transmission mechanism of the impact of the implementation of
the standards on the environment of corporate information disclosure was tested. Finally, the influence of key audit
matters on institutional investor investigation was examined in the case of differences in the network media attention
of different enterprises, the degree of accrued earnings management, the direction of real earnings management and
the degree of local marketization. The results show that the implementation of the standards can reduce the number
of institutional investors received by listed companies and the total number of institutional investor surveys in the
fiscal year, and the readability of key audit items is negatively correlated with the investigation behavior of
institutional investors. The implementation of the standards can improve the information disclosure environment of

enterprises, and the impact of the implementation of the standard on institutional investors’ investigation behavior is
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more significant in enterprises with high network media attention, high degree of accrued earnings management,

positive manipulation of real earnings management, and high degree of local marketization.

Keywords: key audit matters; text readability; institutional investor investigation; earning management; media

attention
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Tab.2 Descriptive statistics of main variables
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S 6 540 11.680 13.340 13.420 0.913 16.180
A 6 540 0.693 1.946 1.970 0.707 3.258
U 6 540 0 0.035 0.045 0.041 0.320
L 6 540 0.053 0.372 0.384 0.193 0.927
R 6 540 —0.263 0.049 0.054 0.056 0.217
M 6 540 0.156 1.709 2.171 1.715 9.254
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Tab.3 Key audit matters and institutional investor
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Tab.4 Implementation of key audit matters and

accounting conservatism
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Tab.5 Key audit matters, online media attention and

institutional investor investigation
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Tab. 6 Key audit matters, extent of accrued earnings

management and institutional investor
investigation
5t ! €
O O O O
K —0.937** —0.388 —0.500*  —0.405
(—2.56) (—0.94) -1.77)  (-1.10)
i s —2.882%*% 2 .309%** 0.085 0.586
(-5.95) (-5.43) (0.16) (1.12)
F YES YES YES YES
Y YES YES YES YES
N 2843 2986 2843 2986
Ffe 16.44%++ 5.14%%%
Pseudo R’ 0.649 4 0.7417 0.5290 0.5565
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Tab.7 Key audit matters, real earnings management

direction and institutional investor investigation

. 4 v,
s
i ] T i ] T
K —0.787%**  —0.513 —0.772%*%  (.234
(~2.60) (—0.83) (-3.12)  (0.43)
W —.882%**k D 39Q%#k 0.085 0.586
(-5.95) (—5.43) (0.16) (1.12)
F YES YES YES YES
Y YES YES YES YES
N 2843 2986 2843 2986
FIE 16.44%%% 5.14%%%
Pseudo R 0.6494 0.7417 0.5290  0.5565

M3 7 & th: fEm R YR R E AL, vV, Y,
5 K 013 &2 5053 9 h-0.787, —0.772, H1E 1% K
b R )R B A AL, M R A A
2%, [ Chow A6 56 & BRI 3R R #ULAE 12 K A9 [l )5
FETEIN b ] ELS A P [A) A 22
S (p<0.1), 3 /4 DU S il o ML) 43¢ ¢ 25 VR 14 2 i)
TEm FAR BB R IRl BR

3) KA H ISR, TR S LA A 5 R
F o T A0 A 8 v s DX A BB o1 B S5 Al e v o

e, A BB BT LY R E . 4
b T A b DX T A AR R R, X R O T AR A T SR
M o A2 A w e T S AR B XA LA 1 0%
HVRTE Y R R TS A R 22 5 B X
FRRZ:, B b T 2N =) AR T 354k 16 B0k IR (E 4y
s AR, SR 1 gEAT I, g5 RN EE 8.

R 8 XEEITER.HHLEESTMREERH

Tab.8 Key audit matters, marketization degree and

institutional investor investigation

5 d £
mimfem Wik WsmikE kR
K ~1.403%*%  0.353 ~0.626* 0.252
(-3.12) (0.68) (~1.65) (0.65)
I -2.664%%F ] 682%kx 0.493 0.955*
(-5.73) (-3.61) (0.90) (1.73)
F YES YES YES YES
Y YES YES YES YES
N 3175 3036 3175 3036
FfH 20.15%%** 773k
Pseudo R°  0.763 7 0.642 5 0.6000  0.5141

i 8 A e K- 4, vV, 1V, 5 K
(1 119 2 5053 51 —1.403, —0.626, 1£ 1%, 10% 17K
b2 G TS A B AL, [T R BEE R A
3%, H Chow KB i R R W] K (1 ol 5 R B (e T
PR JBE o AR 2 9] A 7 35 1 2 S, 0 P D) St
BB BT PR BT A0 52 R 7 T AR s B Al 2
BERo
3.4 REERIEERSN
3.4.1 ZH DID HFITHBRIG

X 22N 22 A ST 1 R I vk A T A TR 3
IIHT, KB REAS R A AT RSB, AR U3 9,

R HTEBRE (EE%)
Tab.9 Parallel trend test (regression method)

GUb v, v,
S Jita A 44 —0.626(-0.41) 1.362(0.85)
S it T A 34 0.290(0.65) 0.706%(1.75)
ST i A 1A 0.010(0.02) —0.473(—1.14)
ST T AR —0.596(—0.84) —1.011(-1.44)
S it I 5 14 —0.143(-0.15) —0.406(—0.41)
ST JE 5 24F —0.042(-0.03) —0.446(—0.35)
ST JE 5 34F 0.628(0.41) -0.422(-0.27)
F YES YES
Y YES YES
Pseudo R’ 0.694 8 0.5218
N 6 540 6 540
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Fig.1 The p-value of the regression between the number
of institutional investors surveyed V;, and the
number of times V, based on the criteria for key

audit matters
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Tab. 10 Robustness test results of model 1 and 2 with

expanded sample size

. P | 7 2
S HL
Vl Vz V] VZ
K —0.615%*  —(.55]%%*
(-2.20) (-2.64)
F, 0.061*  0.087**
(1.65) (2.26)
HWE —4.858%%*F D 1128k —5.604%F%  —(0.445
(-16.01)  (-6.38) (-8.32)  (-0.56)
F YES YES YES YES
Y YES YES YES YES
Pseudo R 0.6913 0.572 6 07935  0.6613
N 10 134 10 134 3915 3915
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Tab. 11 Robustness test results of model 2 with reduced

sample size

A v, v,
F, 0.060* 0.075%
(1.65) (1.90)

i —1.803%%* 0.784
(-2.64) (0.91)

F YES YES
Y YES YES
Pseudo R’ 0.805 3 0.570 3
N 2355 2355
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