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MKT - H MKT - L MKT - H MKT - L
Restate_pre 0.0023 0.0084 * * * 0.0009 0.0020* * * 0.0039 0.0079* * * 0.0011 0.0020 * * *
(0.98) (4.82) (1.06) (3.09) (1.48) (4.22) ( 1.49) (2.81)
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(-239) (- 1.80) (- 1.08) (-2.26) (-3.92) (- 1.89) (- 2.30) (- 1.24)
Ins - 0.0079* **  0.0142%** - 0.0023*** 0.0022 - 0.0046" - 0.0043" -0.0016" - 0.0028 * * *
(-3.31) (3.39) (- 2.76) (1.43) (- 1.85) (- 1.70) (- 1.87) (-3.13)
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(0.73) (2.21) (-0.08) (1.79) (1.54) (1.90) (1.73) (0.08)
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F 49.7259 41.3044 53.8576 53.4107 32.1556 40.1919 34.2928 43.0433
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Subjective Textual Description in Listed Companies” Information Disclosure and
Earnings Manipulation: Research based on Machine Learning Method for
Extracting Subjective Patterns

MAO Yi—xin
( School of Management Xiamen University Xiamen 361005 China)

Abstract: Selecting the sample of Shanghai and Shenzhen A—share listed companies from 2006 to 2016 this paper exam—
ines whether listed companies would manipulate text information disclosure and use more subjective textual description to
cover up their earnings manipulation behaviors. Machine learning is used to extract 2—POS subjective model and construct
quantifiable subjective indicators. Empirical results show that before financial restatement that is when earnings manipula—
tion is concealed listed companies use more subjective sentences in their annual reports and have higher scores with regard
to overall subjectivity; developed external market environment and strong corporate governance effectively prevent listed
companies taking advantage of subjective text information to work for earnings manipulation. This paper provides a new evi—
dence for motives of listed companies to manipulate narrative disclosure enriching the research of the relationship between
financial data and text information and also provides a new empirical basis for the supervision department to strengthen the
supervision of information disclosure and external information users to judge the quality of information.

Key words: textual description; subjectivity; earnings manipulation
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