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Accounting Conservatism, Product Market Competition

and Stock Price Crash Risk
WANG Lei

(College of Economics and Business Administration, Chongqing University , Chongqing 400045, China)

Abstract; With the data of China’s listed companies during the period of 2007 —2012 as a sample, this paper makes an analy-
sis on the relationship between accounting conservatism, product market competition and firm’s future stock price crash risk.
The results indicate that the accounting conservatism is significantly positive correlation with stock price crash risks, more
competition in product market is associated with less stock price crash risks in the future. We also confirm that product market
competition reinforces the relationship between accounting conservatism and stock price crash risk. It suggests that both ac-
counting conservatism and product market competition play a significant role in corporate governance, and there exists a com-
plementary relationship between product market competition and accounting conservatism in terms of reducing crash risk.

Key Words: accounting conservatism; product market competition; stock price crash risk; corporate governance; entrusted a-

gency; stock price crash; information disclosure; delayed disclosure
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