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Local Gambling Culture and Stock Price Crash Risk: Evidence from Lottery Sales
XIONG Jiacai', YANG Laifeng

(1. School of Accounting, Jiangxi University of Finance and Economics, Nanchang 330013, China;
2. School of Management, Shandong University, Jinan 250100, China)

Abstract: This paper investigates the influence of regional gambling culture on listed companies’ stock price crash risk from the perspective
of lottery sales and finds that gambling culture will significantly exacerbate the company’s future stock price crash risk. Higher audit quality
can effectively reduce the positive correlation between gambling culture and stock price crash risk relationship. These results are robust to
controlling for endogeneity and alternative measure of gambling culture and stock price crash risk. Further analysis found that gambling cul-
ture mainly affects the company’s stock price crash risk through information asymmetry, tax avoidance and financial irregularities. The re-
sults of this paper not only helps us to fully understand the impact of gambling culture, but also expands the research on the determinants of
stock price crash risk, and provides new empirical evidence for preventing stock price crash risk and promoting the healthy and orderly de-
velopment of the capital market.

Key Words: gambling culture; stock price crash risk; audit quality; speculative psychology; risk tolerance; information asymmetry; finan-

cial irregularities
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