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Goodwill and Corporate Risk—taking
Zhou Zejiang et al.

Abstract:  Goodwill bubbles have become important hidden troubles in sound development of capital market but there are few empirical literatures
focus on the relation between goodwill and corporate risk—taking. Choosing all A—share listed companies in China’s capital market between 2007 and 2014
as a sample this article examines the impact and underlying mechanism of goodwill on corporate risk—taking. Empirical results show that the goodwill be—
comes an important signal of corporate risk—taking so the more goodwill assets the company owns  the higher level of risk it takes. Further tests find that
the impact of goodwill on corporate risk exposure becomes more significant when the proportion of impairment provision or firm growth is higher. The sig—
nificance of this study is not only to enrich the literature on economic consequence of goodwill ~but also to provide reference for accounting standard settler
to further revise and improve China’s corporate accounting standards and guide investment decision reasonably.

Key Words: Goodwill; Corporate Risk—taking; Impairment Provision; Firm Growth
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