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H,, , UL E 5T TR 28 a3 Tt t I Sk - 2 3 E T

N ARG EAE S A 1Y OC R A8 WK A R 19 4l 2 8] S B AR 28 5, AR SO AL (2) 47 1]
9, 455005 4 Fis . B1(1)—31(2) BEE TR =4F Roa WY 8 R HWE & H 246 5 I L R, 4%
FBA, Bus_Risk,_, 5 Sent, AT [RA RBOHIE , HAF 10% HIKF- b 8.3, Bus_Risk, 5 Dsent, _, 3 e ) 24X
WHIE AHFFARRE . 51(3)—F(4) BEE T 280 s 5 P sh R R 08 & G 246 5 HT I8 C R s, 45
F IR, Bus_Risk, | x Sent, _, #1 Bus_Risk, , x Dsent, , B 28 HIE, HZ /LT 10% H7KF B35 (5)—7F)
(6) BLLT AU BT BE 5 4 5 W T HIC SR OC R I SE ), 25 SR 7, $00 3 1 4 0t o T H I 28 1 B2 e 7 B 4
B, 725 (1) —31(6) H, Sent, _, Fl Dsent, i) Z ¥4 82 R 1E X BB R TE B B 288 KUK ALY 4
A B AR MR AR RS T DR H TR 2 iy Lk SR, 3R 4 S RIS Al B B 1Y 2808 KU K
R, B R L T R S I N B, IR R BRNESE TS R H,

R G A 5 A TR Y 0C B R A 32 B Al 37 WY BE B S0, A SO AL (3) #EAT I, 25 R sk 5
Fiizse (1) —51(2) 1 (3)—51(4) FnF](5)—3(6) 53515 %¢ 1 AT BRI 3246 X5 (B L 40 B Ui R e R AL A 45
BT H G S H IR S R . G5 RN, 7ES (1) —51(6) F7, Transparency, _, x Sent,_, #1 Transparen-
¢y, X Dsent, [ ZEI R, HR/DTE 5% K 2. X ULWATE R AR B8 25 3 A I R s A\ 85 Fnll
FEFR B HE A /D (8 Al vy #5581 4 00 A TR SR R s S AN % . R IRAR B, 5 NIRRT L, LA 4%
T AT HT VIR 3 A7 BB G 28 R A X AN BT L 3R 5 MR R, Ak (5 2B
JERARES BT # 20 A e ) IE 2 BN % . bR R BIESE T AR SRR AR B H, .

Firth 2545 H , 78 5 B2 W 2 450 8 (sl b, o -0 T s 0 1 XURG 281G o b H, il H R B0 45 %
W, 24l B 2 DX, 0 T A XU 2 v N, 3 2 2 5 28 0 1 1AL 21 1) A ) i B8 (8 25

(=) ALk EA

ESCTIE TR E RS S AT B OC R, AR P OC R 32 BN AR PR U T, RS2 OLS At A
— B AR S S IR AN T 5 Larcker F1 Rusticus $ i, 52 1] AR 1358 T 722 o 02 52 B0N 26 P ) 8 1Y) 3 22 )
T RN A A R SR AR A LR A T 3 TR AR B B R 4 AEAR SCROBIF S B BE T, R 1 PR
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R3I BEAEBBASHITWHSE R4 BRABBE.CULZERESHITWE
- HAs i = Infee [H A5 i = Infee
< H (1) (2) AR Roa_vol Cfo_vol Nsoe
Sent, _, 0. 026 * o0 (2) 3) €) (©) (6)
(5.26) Sent, _, 0.016 ** 0.015* 0.035
Dsen, 0. 034+ (2.34) (2.17) (5.79)
(6.06) Dsent, _, 0. 028 ** 0. 024 ™ 0. 047 ™
(3.54) (2.92) (6.77)
Spec 0.138™ 0.138™ Bus_Risk, _, 0.019**  0.016™  0.001 ~0.007  0.273*  0.248*
(24.91) (24.94) (3.42)  (1.97)  (0.23)  (-0.80) (42.10)  (26.32)
Big4 0. 672 " 0. 672 " Bus_Risk, _, x Sent, _, 0.017 * 0.019 ** 0. 020 **
(43.30) (43.25) (1.80) (2.02) (2.13)
Change -0.032 " -0.030 " Bus_Risk,_, x Dsent, _, 0. 009 0.019 * 0.027 **
(-4.18) (-3.93) (0.89) (1.75) (2.51)
Mao 0. 106 *** 0. 105 *** Spec 0.138™  0.138™*  0.138**  0.138"*  0.138"*  0.138 "
(6.10) (6.02) (24.95)  (24.98)  (24.92)  (24.94)  (24.91)  (24.92)
Size 0. 377 ** 0. 378 *** Big4 0.672**  0.672™"  0.672"™  0.671™"  0.672"" 0.672 "
(104.30) (104. 16) (43.40)  (43.33)  (43.33)  (43.27)  (43.31)  (43.27)
Ino 0,048 * 0.051 * Change ~0.032** —0.030** -0.032°* -0.030"* -0.032** -0.030**
(1.65)  (1.76) (Z 220 (2357) Lo 20) (23 98) (S8 (=399
Ree o a5 o a0 Mao 0. 104 0. 102 0. 106 0. 105 0. 106 0. 104
(12.75)  (12.89) ’ (.96)  (59%0)  (6.10)  (6.03)  (6.08)  (6.00)
Cronth 0 00 0003 Size 0.378 ™ 0.379**  0.378**  0.378**  0.377**  0.378**
(104.27)  (104.09)  (103.78)  (103.66) (104.26)  (104.15)
(-0.24) (-0.44) Inw 0.053 * 0.057 * 0. 048 * 0.051* 0. 047 0.051 *
Mb 0.0127 0.0127 (1.85) (1.96) (1.66) (1.77) (1.62) (1.76)
(13.20) (13.49) Rec 0.443 ™ 0.448**  0.437"*  0.442*%  0.433 7 0.439 **
Lev ~0.075**  —0.078 *** (12.99)  (13.12)  (12.81)  (12.92)  (12.71)  (12.86)
(-4.09) (-4.22) Growth -0.002 -0.004 -0.002 -0.003 -0.002 -0.003
Cata ~0.087 **  —0.091** (-0.36) (-0.55) (-0.26) (-0.44) (-0.27) (-0.44)
(-4.36) (-4.57) Mb 0.012™  0.012**  0.012**  0.012"*  0.012"*  0.012 "
Roe Z0.089 %  —0.092 “** (12.92)  (13.18)  (13.19)  (13.49)  (13.16)  (13.54)
(-3.24) (=3.36) Lev ~0.073** —0.076** -0.077** -0.079** -0.076** -0.078**
Cfo 0. 110 ** 0.117 (=3.98) (-4.10) (-4.13) (-4.25) (-4.10) (-4.24)
(2.89) (3.00) Cata ~0.088** —0.092** —0.089"* —0.093"" —0.086"* -0.091 "
Loss 0.047 0.047 (-4. 43*2* (-4. 63*2* (-4 45*3* (-4. 6& (-4 31*2* (-4. siz*
(3.88) (3.89) Roe ~0.090** —0.093** —0.090 ™" —0.093 ™ —0.089 ~0.092
e 0. 001 0. 001 ‘ (-3.29) ('3'3,9) (-3.28) (—3.39“‘> (-325) (-3.34)
Cfo 0.112"  0.119*  0.110™  0.118**  0.109**  0.116 ***
(-0.11) (0.17) (2.96)  (3.15)  (2.91)  (3.11)  (2.89)  (3.07)
Soe —0.140**  —0.140 *** Loss 0,045  0.045"*  0.047"*  0.047"  0.047** 0,047 **
(-23.54)  (-23.52) (3.69) (3.69) (3.87) (3.87) (3.86) (3.87)
Trend 0.025 ™ 0.025 ™ Issue -0. 000 0. 002 -0.001 0. 001 -0. 000 0. 003
(25.94) (25.69) (-0.03) (0.24)  (-0.13) (0.16) (-0.01) (0.33)
Constant 4.996 *** 4.967 *** Soe —0.139 ™ -0.139 ** -0.140 " -0. 140 ***
(66.49) (65.67) (=23.26) (-23.26) (-23.45) (-23.45)
£l [ 20 Yes Yes Trend 0.025™*  0.025**  0.025**  0.025**  0.025**  0.025**
N 23265 23265 (26.18)  (25.91)  (26.06)  (25.80)  (25.75)  (25.60)
R2 0.659 0.659 Constant 4.965 % 4.941 "% 4,988  4.964**  4.996**  4.959 =
R R? 0.659 0.659 (65.59)  (64.89)  (65.85)  (65.13)  (66.49)  (65.54)
- - - - — - Tl [ 58 %% o Yes Yes Yes Yes Yes Yes
EAEFTAAZENASFABREER 23265 23265 23265 23265 23265 23265
RAG TG RMEME T oo e x5 R e 0. 659 0. 660 0. 659 0. 659 0.659 0.659
FEN% 5% 10% 6K FLRE FAR, ik R2 0.659 0. 659 0. 659 0. 659 0.659 0. 659

IR P BT AE A PR EER A . RAF AL, Amin Z545 H, nTREAF 7[RI AR M 18 0% 2015 4 45 R T I 2 k7
(38T 25, DRI, St 2 0 AR 0 P A P ) BB 8 000 0 Sy 1 s — 2 R AR Py A ) R AR SC 28 1 4
FATTERY BRI, O 2 02 28 TR T AR A TS — WAL B [, A SR KRS =Fh 5 ik
HE— 2P AR T RE A7 14 182 s 728 B 0 AR SCAS T 52

S ARG 22w E ROV, N5 SR 3R 6 — 1 fizn e S52R R, Sent,_ il Dsent,_, Y Z X 91k, HAE
1% Y 7KF-_E 4 25 3 Ul AR SCAS SR IFAE i 23wl J2 1A B s ) 22 2 e e 22 2 i S 20
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BB OB . RBFERESHITKE

S

BRSO RIS (1) By JEaG B T
2SR

Alnfee = B, + B,ASentiment,_, + ZIB X
AControls + &, , (4)

BEHY (4) 147l AR B 4 AR (1) rh AR &
M 2257 o BT 2RI RR R, FRATTHEASE Y
(4) rpasal AT [ RORE, TV A 42 i e )
Fag, I ZE R 6 -2 PR, 45 R 58N,
ASent, | Fll ADsent, | 1) Z £ 35 i 35 R 1E , A 3C
AT R LR MR PR R

o = AR TR AR & M H A 7 2, L
WA — AT . XDRAER H, KRR —
A2 HHEEE W T 8 K B 7E—E R
JE RN A L U, RACIR B
[Fi) F i f T FL A B 8 R O P N A A 1 R
Wl I BRI AR SR
S — TR RN T L v 3 T A IR T 14 AT o8 R
(Lprec_sh Lprec_sz) YE R & 1545 (Sent, _, )
By THAS &, M Z5 R WK 6 -3 fiin, 4558
BN RS —Br B |l )T d, Lprec _sh FlI Lprec_sz
AR ZR Y 25 D 17 X T B 50 T 7 L A
T RO 45 B 1 4 77 AR A ) B e T AR S
BB Sent, B FRBAKIRTE 1% 1K
T ERE, £ 6 BEEREY, NN E A Z
SEA A FEERA

(m) Rt A I

itk RS A R RS A, A Sk
17 7 a0 S A g PRI it

1. SR 2 WL G BRI 25 1 52 )

ARSCHEIR T 7S A8 T A S A A 5 0% 3 1
SELEG 1R BN LR 48 bR, b B A48 A (I
PO i FIVH 9% H A5 O T8 5055 ) 25 5 52 318 WL
LV o R HERR S WL 2R T DR 3R X A
R T, AT Ge SR L™ SR
M TR E(—BERED T R IH 2 o A%
FRBORLE P23 ks 48 BVl 2 A B 4R A
B 7S A B 1Y A 4 A BRI R AR S R WL
DR PR IE IR S AL B, PR 224 5 Y Bl 1
b, IR RS 3 BT AL BT i 45 55 4 1 2
CEATREL, TN A SO BEAE RAN LA

O =AMERI 0 LR, SETE BRI AR A SE T D AR AR — 3

RS BAFBE CUERERESHITKE

LIS Absda Coverage Institution
(1) (2) (3) (4) (5) (6)
Sent, _, 0.003 0.039 *** 0.041 ***
(0.35) (4.95) (6.27)
Dsent, _ 0. 004 0. 050 *** 0.052 ***
(0.49) (5.56) (6.75)
Transparency, _, 0.004 -0.020 " 0.029 ™  0.039 *** -0.036 ™ -0.025 ***
(0.63) (-2.36) (5.01) (4.50) (-6.21) (-2.93)
Transparency, _; X Sent, _; -(, 039 *** -0.020 ** ~0.032 ***
(-4.14) (-2.04) (-3.43)
Transparency, _, x Dsent, _ -0.050 *** -0.024 ™ -0.031 ***
(-4.66) (-2.16) (-3.00)
Spec 0.138 ™ 0.138*™* 0.138 ™" 0.138** 0.138 ™ 0.138 ™
(24.94) (24.93) (24.95) (24.99) (24.99) (25.01)
Bigd 0.671** 0.671 ™ 0.671 ™ 0.671 ™ 0.673 " 0.672
(43.25) (43.19) (43.28) (43.22) (43.52) (43.44)
Change -0.032 ™" -0.030 *** -0.032 *** -0.030 " -0.031 ** -0.029 ***
(-4.22) (-3.96) (-4.18) (-3.91) (-4.13) (-3.85)
Mao 0.105 = 0.104 ** 0.105** 0.104 ™ 0.107 ***  0.106 ***
(6.05) (5.97) (6.05) (5.97) (6.17) (6.09)
Size 0.378 ** 0.379 *** 0.375** 0.376 *** 0.382 " (.383 ***
(104.17)  (104.05)  (103.16)  (102.99) (103.46) (103.35)
Inv 0.049 * 0.055 * 0.049 * 0.052 " 0.045 0.049 *
(1.69) (1.90) (1.71) (1.80) (1.55) (1.71)
Rec 0.435 %% 0,442 0.433 " 0.438 " 0.4327  (.439 ™
(12.77) (12.95) (12.71) (12.84) (12.72) (12.89)
Growth -0.002 -0.003 -0.001 -0.002 -0.002 -0.004
(-0.30) (-0.47) (-0.16) (-0.35) (-0.30) (-0.54)
Mb 0.012** 0.012** 0.011 ™™ 0.012™* 0.012* 0.013 ™"
(13.17) (13.55) (12.74) (13.05) (13.73) (14.05)
Lev -0.077 *** -0.079 ** -0.071 ** -0.074** -0.076 *** -0.078 ™**
(-4.16) (-4.28) (-3.83) (-4.00) (-4.11) (-422)
Cata -0.090 *** -0.096 *** -0.088 “** -0.092 *** -0.085 *** -0.090 ***
(-4.51) (-4.83) (-4.44) (-4.64) (-428) (-4.55)
Roe -0.091 ™" -0.094 *** -0.094 ** -0.097 “** -0.079 ** -0.082 ***
(-3.32) (-3.42) (-3.42) (-3.54) (-2.89) (-2.99)
Cfo 0.109 =* 0.117 ** 0.106 ** 0.114 ™ 0.122** 0.130 ™"
(2.87) (3.08) (2.80) (3.00) (3.21) (3.42)
Loss 0.047 ™ 0.047 = 0.045 " 0.045™ 0.047 " 0.048 ***
(3.89) (3.90) (3.73) (3.73) (3.92) (3.95)
Issue -0.001 0.001 -0.000 0.002 -0.000 0.002
(-0.12) (0.18) (-0.05) (0.21) (-0.06) (0.26)
Soe -0. 140 ™ -0.139 ** -0.139 ** -0.139** -0.131 ** -0.131 ™*
(-23.37) (-23.33) (-23.35) (-23.35) (-21.69) (-21.61)
Trend 0.025 ** 0.025™* 0.025™* 0.025** 0.026 = 0.025 **
(26.02) (25.80) (26.12) (25.83) (26.83) (26.38)
Constant 4.978 4,963 5,018 4.978 ™" 4.906 7" 4.870 ***
(65.89) (65.31) (66.66) (65.40) (64.15) (63.23)
A [ 2 R Yes Yes Yes Yes Yes Yes
N 23265 23265 23265 23265 23265 23265
2 0.659 0. 660 0.659 0.660 0.660 0. 660
4% R? 0.659 0.659 0.659 0.659 0.660 0. 660
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Fzo-1 NAEMAE F6-2 MNAEMAE F6-3 NAEMkAE
Panel A $5 il 28 5] 8 500 Panel B 2243501 Panel C ¥ Befie /N 3 %
. HAE & = Infee . I AE & = Alnfee e H—WrE: TR
S H SCHE SCHL AREL _ Q, =N g
(1) (2) (1) (2) HAR = Sent,_y (1) [NASEE = Infee(2)
Sent, _ 0.017 *** ASent, _, 0.007 *** Sent, _, 0. 009 ***
(6.14) (3.49) (3.43)
Dsent, _ 0. 022 *** ADsent, _, 0. 006 *** Spec -0.038 0. 138 ***
(6.76) (2.63) (-0.77) (24.99)
Spec 0.084 *** 0.084***  ASpec 0. 041 ** 0.042*+  Bigd 0.353 " 0. 669 "
(17.24) (17.30) (7.32) (7.36) (3.30) (43.14)
Big 0.287°  0.287"  ABigh 0.282"  0.28] =+  Change 0. 583 " -0.036 "
(19.58)  (19.54) (7.93) (7.90) (8.63) (-4.66)
Change ~0.010"  -0.009*  AChange ~0.003 ~0.002  Mao 0.502 " 0.101 "
(-2.31)  (-1.95) (-0.94)  (-0.69) _334§Z{%k 0<§éfgi
Mao 0.076 ™  0.075**  AMao 0.012 0.012 - (- 15.38) (97.79)
' (6. 72‘1 (6. 653 . (1.21) (1. 21*3 . L oag 0,055 °
Size 0. 364 ™ 0.365**  ASize 0.272™  0.272* (_a.72) (1.92)
(85.33) (85.45) (18.36) (18.36) . o o4 0. 449 **
I 0.133™  0.135™  Almw 0.181™  0.181* (7.16) (13.06)
(4.92) (5.00) (3.83) (3.82) Growth 0.176 ™ -0. 001
Rec 0.350 " 0.357 ARec 0.323 "™ 0.317 ™ (3.32) (-0.19)
(9.06) (9.25) (5.72) (5.62) ~0.302 0.014
Growth 0. 003 0. 002 AGrowth 0.010 ** 0.010 ™ (-37.14) (11.21)
(0.78) (0.53) (2.95) (2.89) Lev 1. 742 = —0.090 **
Mb 0.005*  0.005**  AMb 0. 002 ** 0. 002 ** (10.64) ( -4.66)
(6.97) (7.48) (2.34) (2.25) Cata 1.952 * -0.101 **
Lev -0.015 -0.019  Ale 0.013 0.012 (11.02) ( -5.00)
(-0.84)  (-1.08) (0.42) (0.39)  Roe 0.214 -0. 090 ***
Cata -0.244 " -0.251**  ACata -0.168**  -0.168 *** (0.93) (-3.28)
(-13.65) ( -14.00) (-6.18) (-6.18) Cfo 0.274 0. 106 ™~
Roe -0.075**  -0.078"  ARoe ~0.051 " —0.052 ™" (0.78) (2.79)
(-4.69)  (-4.85) (-3.50)  (-3.59) Loss 0.150 0.045™
Cfo 0.142  0.148"*  ACfo 0.072*  0.072* (1.38) (3.70)
(5.54) (5.78) (3.72) (3.75)  Issue -L 119 0.005
Loss 0.017%  0.017"  Aloss 0.004 0.004 (-15.30) (0.57)
(2.31) (2.34) (0.80) 0.79) S0 -0.086 -0. 140 ***
Issue -0.009 * -0.007  Alssue -0.009*™  —-0.009* (-1 59) (-23. il )
(-1.82) (-1.55) (-2.51) (-2.49) Trend 1.253 " 0.016
) (123.02) (5.26)
Soe -0.008 -0.008  ASoe -0.010 -0.000 ~0. 002~
prec_s
(-0.67)  (-0.67) (-0.53)  (-0.50) (_12.41)
Trend 0. 024 *** 0. 024 *** Trend — — Lprec_sz —0.003 ™+
(31.04) (30.72) — — (-42.56)
Constant 5.340 5.310 *** Constant 0.037 0.038 *** Constant 42.032 = 4. 650 ***
(59.59)  (59.11) (4.71) (4.77) (67.97) (35.35)
) [P RO Yes Yes A7l [ 7 55 Yes Yes A7l i 2 v Yes Yes
N 23265 23265 N 20064 20064 N 23265 23265
R 0. 629 0.629 R 0.150 0. 150 R2 0.549 0.659
%k R? 0.564 0.564 L 0.149 0.148 JH%% R? 0.548 0.659

2. BRI A A S B A0y

TEASCHIREA X W], A et A28 T RS 3l 78 2007 4R 1 2015 4R B 24, FIESR BOMTR i ROk
i L3k, AELAE R AR SORME B B o eSS T R R e sh B I, 356 B8 38 TR 2R TR AR RE AR B R L Al i 22
YRR A TP R o TR0 A SR AR ST 45 L 2 75 2 ph sk P R PR S T 4 14 5 8 T 8, T 1 e
ARREA TR RIER T 2007 AR 2015 AF A ULINAEL, BB X0 AR SC 2 EAE RN LA S

3. B B R A Bl

ARSCR AR NS B G245 A E R BN S (EE o T2 2R &, SR, —4F A58 38195 24 14 5 3 i 2 T e
FAAEZES . AP, S I R S R BE AT R] BEXS B I ROl XU R THIC B A 7 A . 28T ik, 3.
e AR AR PO ABE G AR A HIBRIEZE (Sent_std) G55 s , AU EREETFR B AR

4. U N WA R T Ik

S e SRR T BRI MR AR SOHE Sent,, MBI R I IS 40 0 TL AL SR b dfiEdl oy 0 — 1 22 [a) i 25 it
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BB OB . RBFERESHITKE

Rsent, _, , %78 e L S0 AR IR R IL s o FROTRA Rsent,  1F 0 EE R fRREAS &, BB AL F B Z5 R
PRI .

DL b R 25 5 5 A S AR O — B, RSO 45 S SR R iy o 11T IR, FRAT IR A f e A
W EARGE R B R

1

R i A 7

\

(—) Frabuhl i e

AR SCRYBIE oA, BE0E 1 2 S RE I LT PRI SR T S e o T8 — R v K R 1B 2 S PR
b BB RE AR BT U T I ) 5 7 2 KRS Bt 2 M 5 e T Y 5 B 1 2 2 AR A Ml ol SR B R A A
Z IRV AR S , 1 583 v A I S 2 R VR T o ST il P 0 A A QR AEAR (8 25 38 0, o 101 T ) T A7 XL i
Z Tk IR 2B U AN [ A XU A LT, o U2 SR G e o W SR A 7 O RASERS o T3 500 X 5
Fofr ] BE Y S WAL 0 U A 55

L BB 28 55 Al SR B B A0

TERLVE 1 26 e Bk RO B0 B B T A B B 45 AR AR Sr e B A v L (EA L R BRI S A A
HAT RS TV AN E VA e R A, v K A 1505 815 4 LR e 30 PR A s BB M A, AT, B 31
% FREBEAN RS (O MR AEAE R G I B DRIk, 6 T 3 e 2 A T 8 VR A 2 5 S M Bl 7 14 S0 B
BE” o FATIN  FEBTEE T 26 ik BT3B 8 PR 8 803 T BE 2 A BT IR, X 5 R 28 1 48 AU, A
Tl IR EEN . O ER FRRE IRALE ST AL, A SCH S AN TR

Invest_efficiency = B, + ,Sentiment + ZIB x Controls + &, (5)
1518 Richardson A", A< SCH ST #% %¢ ®7 RAABRHSEURAYE
PRIl () 1 4% 98 K -, i R 5% 22 1Y A5 (R i = Absin Az = Oino WAz = Uino
. L . I 2 3 4 5 6
YR (Absiny ) F2 75 fll SEPRAEVEAK T HIEH  — e e
PGV It 25 B2 B2, Absinw 1, JIIA Ry £l (4.20) (4.21) (2.85)
VEURAL AR AR, I, FeiTHg sk 22 KT o P . P e
(3.23) (2.23) (3.51)
AIER A AT AR B (Oinw) 5% 22/ F 0 e 20,001 0,001 —-0.001  —-0.001 —0,002** 0,002
FIER B B R A R AR & (Uinw) , FAI(S) (-4.43) (-431) (-L49) (-L14) (-8.03) (-8.24)
Shrer 0.000*  0.000*  0.000 0.000  0.000*  0.000"
b 3k 5 AR , . L
2 i o A ik 3 31| B Absinw | Oinw Rl Ui, 2 %2 (1.92)  (L.85)  (L.41)  (L.22)  (2.48)  (2.55)
AR A BTG 28, 1A A A e 20.006 ™ -0.006"* -0.004  -0.005 —0.009** -0.009***
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Investor Sentiment and Audit Fees; Evidence Based on Auditor Engagement Risk

XIONG Yi', HONG Hong’

(1. School of Economics and Management, Huazhong Agricultural University, Wuhan 430070, China;
2. School of Management, Wuhan University of Science and Technology, Wuhan 430070, China)

Abstract: Fluctuations in investor sentiment will cause a firm’s stock price to systematically deviate from its fundamentals. However, there is
limited evidence on whether it affects the level of auditor engagement risk and audit pricing. Based on the data from 2007 to 2018, this paper
attempts to extend the literature by investigating whether and how investor sentiment affects audit fees. The result shows that investor sentiment
is positively associated with audit fees, and the fee increase during high sentiment periods is more pronounced for firms with higher business
risks and for firms with lower information transparency. This paper also identifies two possible mechanisms through which investor sentiment af-
fects audit fees: reduced investment efficiency and decreased sensitivity of managerial compensation to firm performance. Overall, our results
suggest that auditors may invest more audit cost or charge a fee premium in response to higher investor sentiment in order to mitigate potential
engagement risks, which leads to an increase in audit fees and audit quality. Our findings should be of interest to auditors who actively manage
engagement risks and to regulators who are interested in mitigating the effects of investor sentiment on the real economy.

Key Words: investor sentiment; audit fees; business risks; inherent risks; audit risks; audit quality; audit opinion
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