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Auditor Switching, Hidden Information and Market Reaction
XIE Shengwen, YAN Huanmin

(Center for Accounting Studies/School of Accounting, Jiangxi University of Finance and Economics, Nanchang 330013, China)

Abstract: Based on the sample of auditor switching during 2004—2011 in China capital market, we adopt the event study
method to analyze the information hidden behaviour and relevant market reaction in the information disclosure choices by the
company’s management. The results indicate that the market reaction (CAR) of which information disclosed through the special
announcement is relatively worse compared with the non-special announcement, and focusing on the sample of special an-
nouncement, the market reaction is influenced by various reasons for change, and is especially sensitive to the bad signal.
However, the phenomenon CPA’s job-hopping which carries specific signals fails to catch the attention of investors. Further-
more, the results above are robust after removing the noise of significant events surrounding the event date and so on.

Key Words: auditor switching; hidden information; personal relationship; market reaction; CPA auditor; audit opinion; ac-

counting information quality
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