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Research on the Regulatory Policy Changes and the Counter Behaviors of the Listed
companies

--Quantitative analysis of Earnings Management in the ST or PT companies

Liu Feng-wei, Xie Shi-lei, Zhao Wen-juan
(Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: The game played by the Chinese regulatory institutions and the listed companies is one of the special characteristics of
Chinese security market. The listed companies can always find ways to counteract the policies issued by the regulator which is aimed at
the stability and the efficiency of the market. This paper is focused on the earnings management behaviors of ST or PT companies
during their repealing of ST or PT titles. We discover that our sample companies have achieved their goals of earnings management via
the earnings manipulation of above-the-bottom-line items, while the earnings of under-the-bottom-line are under strict supervisions.
Those manipulations of discretional regular earnings are carried out by the companies making use of the pretermissions of regulatory
polices and actively shifting the range of their major operations. Our finding offers some empirical enlightenment on the improvement of
regulatory policies, which is the essential to the optimal balance between the goals of regulators and the listed companies.
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