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Abstract

The disclosure of IPO earnings forecast has always been a focus of study because it is
significant for the capital market. For investors, IPO earnings forecast represents the
expextation and description for the company’s performance in the future, which provides
information for the investors for decision-making, enhances the confidence the market has for
the company, reduces information asymmetry between the internal managers and the external
stakeholders of the listed companies and helps investors with investment decision-making and
stock valuation. Therefore the IPO earnings forecast can improve the information efficiency
of the entire market. But the IPO earnings forecast will bring a negative influence of earnings
management of high level in order to meet the prediction.

As China's IPO earnings forecast disclosure became voluntary rather than mandatory,
IPO companies can voluntarily choose whether to disclose earnings forecasts, which may lead
to a stronger incentives to earnings management of the company who discloses. Under the
premise of voluntary disclosure regulation, this study attempts to find out whether the
disclosure of IPO earnings forecasts will have an impact on the company's earnings
management. The empirical results show that there is indeed a significant correlation between
these two, the companys who voluntarily disclose the IPO earnings forecast have earnings
management of higher level than the companies without forecast disclosure. This study
further discusses with different corporate governance characteristics, whether the correlation
of IPO earnings forecast disclosure and earnings management will be different. The results
show that with the board of larger siz and stronger independence, the correlation of the
company's IPO earnings forecast disclosure and earnings management is weaker, suggesting
that a good corporate governance can effectively inhibit the company's earnings management

behavior in order to meet IPO earnings forecast.

Keyword: IPO earnings forecast; Earnings management; Corporate governance
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