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I 0.014 0.023 0.002 0.005 0.016
2 B B % T SE R4 1,
z 0.842 0.751 0.514 0.852  1.246 52 @PES
Gro  0.238 0.606 0.029 0.113  0.311 #5645 AR F 22 B Py M 45 TR) 3 L ) B2 i oR T U
HAREGZ2EWHERWERSG R, RSHE2HH
R 0.120 0.105 0.035 0.09  0.176
i Let 55 Geo 1 B JA 45 52, 45 3 5 9 26 55 2 51 (26 8 |
Iw  0.142 0.139 0.054 0.105 0.176 AEH AR EHES R, 45 H 3T MR b
Lig 2279 2.242 1126 1.632  2.560 FEHAT AN RE R B A LER . BAORE, AFLELL
BB S TR S Y HE R B
Si 22.320 1.277 21.450 22.180 23.060
= BH R WE R %K P £ B EEMR, RO
Lev 0.433 0.206 0.268  0.424  0.585 EAEB USSR RE T &6 R, {2 6 5 5
Roa 0.034 0.051 0.012 0.032  0.059 F PR HE B e B W 0 A A SR,
4H 7 v s e fofe b3 I=7 ] a—
Bigh 0.0 0.229 0 4 b H.f%iu%‘io 1%3)?_Larﬂmﬂ[iél@wﬂlﬁl‘$ﬁufﬁf%,
A B A7 4k S b i B S T 3 W Ak Stk
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Table 4 Correlation Coefficients
Geo Cha Swi Let DA CF Spe Iny Siz Lev Roa
Geo 1
Cha 0.027 1
Swi  0.016° 0.463"" 1
Let  0.067°* 0.030° 0.041™" 1
DA 0.058"*" 0.067'** 0.017° -0.046""" 1
CF  —0.080"*"—0.037"*" —0.042*** = 0.088*** = 0.121"** 1
Spe -0.021" -0.098°*" -0.119"*" -0.051°** 0.007 0.048°"" 1
Inv  -0,025* -0.007 -0.003 -0.033*"* 0.046"** -0.150*** 0.011 1
Sz -0.105""-0.019" -0.023" -0.005 —0.005 0.048° 0.158"" 0.147"" 1
Lev  0.140*** 0.039°** 0.010  0.028°" 0.092°** -0.163"** 0.063*"* 0.315*"" 0.514"" 1
Roa —0.206°°=0.039°*" =0.030°*" =0.050°** =0.049°*" 0.371°*" 0.040** —0.107*"* 0.008 —-0.351*"" 1
Bigd -0.024* 0.047°** 0.010 -0.030°""-0.027"" 0.093°** 0.142°"* -0.006 0.342°*" 0.116""" 0.043°*""

ETUHELRAT LRE,AESR T LEE,CHEI0%KEFLEER, TR,
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Table 5 Regression Results for Inquiry Letters on
Auditors’ Going-concern Opinion

& Geo,,
fei 1.148*** 1.059 *** 1.190***
bt (10.211) (6.868) (5.912)
CF., - 0. 865 ~0.669
' (-0.516)  (-0.385)
0.113 0. 209
Fee,,
' (0. 448) (0.748)
’ 2,199 1.234
‘5}79”
’ (1.401) (0.813)
3.203 1
Imp“
' (0.452) (0.133)
3 -1.054%* -1.214""
(-5.285) (- 13.444)
0. 205 0.247"
Gmis
' (1.526) (1.953)
- 0.595 - 0. 699
Ree, ,
‘ (-0.391)  (-0.404)
~1.706*  -2.153
Inv, ,
' (-2.048) (-1.642)
, 0. 041 0. 064
L‘Qis
‘ (1.031) (1.816)
. -0.661°"" -0.613"""
Siz, ,
: (-7.672)  (-5.539)
L, 4,324 4.275*
: (4.551) (4.012)
-2.870 - 0.930
Roa, ,
' (-1.261) (-1.056)
Bigd,, ~0.426 ~0.403
: (-0.349)  (-0.324)
1_ & | &
Siol 078 1. 021
(1.900) (1.814)
-0.074 -0.112
Sto2
(-0.159)  (-0.246)
—4.534%" 5.369" 2. 802
H
BER s as3y (2.207)  (1.246)
3 FIEH FA ikl
SEFERUN F3% 1l Fegw il T
PRI 7 592 7 592 7 592
th R 0.024 0. 463 0.484
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REFEMNERRRE,

B30 G R B, R E 57 32 5 BT S 1A R
ERTR 8 I T R AR AR 7] KU SRR T M Rk
LEHITBERANREHEE . M4 KR8
KT IE S R E R K RS2 EH I
B AL T8k N X B, U AT BE R AL EF P AL

Fy RS SR NG, RENE B R A K P, R AR WO I AR
BANT . N T AW IE 55 2 5 WA 16 34 %) 7 30
BEITHMEm, ABR B (2) KX 3)KX#EfT
Logit 1 Ordered Logistic [8] |9 43§ , & 6 45 th B (] #] 5
T PEERREIALER, #6 LEHoaREH,
1H Lat 55 8 Cha B/ E10% K £ B FIEM R, K
B X F A W B HIE 3R A2 5 P ) v eR R BT Al
W B 1] 36 2R B 2 W B S R A H T 0 AR A R 3R AR
WL BHRIE, R FEMomaEREH, L1
Let 5 24 1 Swi A FE10% K ¥ F 8 EH %, FHIE
¥ 32 5 BT W [m) i) {6 4k ) 940 4 B A R R
FEIAEERNPNES T, AR RIE. £—-E&F E
18 BE i 5 28 5 T M [m) 360 48 8 T W T U T i A9 A T
R, N AT i S & PR R AR, % i
15 45 4k 2 g W B (5] 36 oR B KU 2\ BR 4 R T IR
% REHITIMEERERTEET R,

Ko HEQBOSHITMEEN
HitHEEAANOEER
Table 6 Regression Results for Inquiry Letters on
Auditor Change and Auditor Switch

it Chay,
- 0.271° 0.130° 0.249°*
et (4.171) (1.697) (2.816)
oy Wy W
AR A il i il
ol 3y FRAEH FREEH il
4 PR A A HE ¥l
BURILE 7592 7592 7592
4 R 0.002 0.050 0.056
i3 Swi; ,
fur 0.577"* 0.459*** 0.269 "
= (3.411) (3.050) (1.745)
L ey
A A i il il
A1l BRE A il A il
A BN FRAEH FREEH il
TR %50 7592 7592 7 592
th R 0.010 0.082 0.100

b 3OS R £ SR U BA A TR 9 B 6 R W R T AT
A MHEIHEARETHFEEF AN &HERREE
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Table 7 Regression Results for Inquiry Letters on
Information Quality

i DA,

... -0.018*"  -0.015""" -0.016"""
! (-3.788)  (-3.462)  (-3.498)

W DEL UMD N
AR it FEH ¥l F il
Al 3 A A FAE F il
A RN A A= =l
U E 7592 7592 7592
i R 0.002 0.090 0.096
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6.1 HitMEE . HFREE2RE
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FH L EERRE B LA EKD B2
BABEHHHOERL, £ E2E LEWIERES
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B, % P XK R 3 48 & o KRISHNAN et al. ™' f
Altman B 7= KU Z-Seo M B % P WS, KB F RS
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W R 2 o AHF 58 8 4 LEE et al. ™ 4 22 1 1R 45
o [ ¥E AR T 4 9 B Z-Seo U BE & P KBS, W R
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PR . ETERE P R 4o B AR S R i
BHEMMHEAXREE , RAAUE R WM YRT,H
T AR 55 4 S IR B R RS AT R .

RephimFrARSHRI-ANWBIREGER, KRS
B EEHOrMERER . EEFPRABRAS F1H
Let 5 5 #i Cha B HE5% K F L BFEIEMK; THEH
SHEREH , EEEPRARAY EL18Le 5 458
Swi B /AE10% K B EIEME,; MERE P KK
A F1#Let 5 B H ChafSwil X BN AR BE O
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Table 8 Further Analysis:
Regression Results for Client Risk

Cha,

of

AR R ERE R

= 0.171*°  -0.024 0.293°**  0.066

o (2.552) (-0.144) (3.673) (0.397)
15 4SS 1000 4197

L 5(721396) (2. ?68) 5(6??’906) (1.242)
R il =l 5 il
il KRR AER i =
RN REEW RER W 1
FURL B 3 985 3 607 3985 3 607
th R? 0.048 0. 065 0.059 0.078

Swi, ,
A

AR R ERE R

= 0.428***  0.406  0.250°  0.236

s (2.675) (1.623) (1.764) (0.826)
-4.049""" -1.420 -4.224'** -1.896

L (-z{f;g) (- 0.480) (-3?100)( - 0.655)
R il =l 5 il
il KRR AER i =
RN REEW RER W 1
FURL B 3 985 3 607 3985 3 607
B R? 0.103  0.057  0.121  0.074
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FUAE A B AR &, 317 B R 30 . 3 9 45 i X 1) i) 8RR
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5 Y41 GeofE1% 7K ¥ b B IEHI 36 ; 55 55 ~ 58751 1Y
HRFW, E 1 Num 5 25 8 Swi 7E 1% K ¥ + B3 E
MK #E—B Wi T WA 5] 38 X # 0 SR AT R
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AEE—FRIFEERANE RS, AHREER
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mOHEIN SR SRR HER A Z A 8RR
Bl SR S B0 B o B A Lne, 3210 25 % 5 48 AW
BIREER,H25) ~ F4FMEREN, E1#Le 52
WLnt B/LFE10% KT £ BEEHE; E55 ~ 575
I RER, E1H Num 5 2 8 Lne 7 1% K F | B %
IEAH SR . 156 B e B [0 360 2 5 B 3F U 8% B TR A,
HE— 2 5o iF & i R 0B (A 18] & B S N R i AR .
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5% ¥ 2 5] 360 R , A= BF 9% % 190340 26 i — 2B 41 2, r B0
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B S a X R R, FR I REEHIHXA
Z5 Bk p I B SRS T F
FEEE AL, 5 WM R0 & X Num A K WCE 5 % 3
MERMARKE, HE B NS FoA L RA5F
T 3K 1] 36 B A W B0 1 ER B 2R 8 & X Typ2 S i B
5% A L 6 3 5, B R A RS W R A
KEAENT, B W BUE K0, 5E S Num_A2 W3] 5 # it
AR 2% 18] ) o B0 B, 3H B T O 4 4R A Rl SR i 3
55 8 TS A 5% 8 7] ) BE A W E I 1 BB AR T B, &
1185 WMk 2R B R, F 25 M8 35 K
R FW, B 1 TypFlNum A X 8 Geo ZE D FE5% 7K
TR EFEMK I MBSHIMEREH, £ 11
Typ Fil Num_A 5 248 SwitE 1% /K F E B EIEMR; 56
FIFNEE T HI A &5 R BT, b 1 B Typ2 F1 Num_A2 5 4 B
Geo E/DAES% KFE L BEIEHR I MEIF MY
BRFH, £ 18 Typ2 Fl Num_A2 5 X4 B Swi F /D 7€
10%7K V- & 3% I #3615 98 B {3 % 18 o) i) pR B 5
5% KR — 45 53 BT R IR AL,
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Table 9 Further Analysis: Regression Results for Number of Inquiry Letters

A g Gco;r, Geo, , Gcosr, Swi,-“ Swi, , Swi, ,
Niiiii 1.245°" 0.913°"" 1. 006" 0.810°"" 0. 666" 0. 481"
4t (12.010) (6.699) (6.018) (3.888) (4.344) (2.972)
BT - 4,509 5.518% 3.627° 3,705 -3.593** -3.690"""
(—24.842) (2.489) (1.774) (73.904) (-2.442) (-2.785)

3 ] A At A ¥ ¥l oy F A il il

A7l Bk R |2 B 3 A4 il FKAE il A A il F g il F il

RNy 7 592 7 592 7 592 7 592 7592 7 592

R 0.025 0. 459 0.480 0.008 0.084 0.098

RO F-—LHH - FHRBANDOBPER
Table 10 Further Analysis: Regression Results for Audit Effort
'EE Lm“
Let 0.028""" 0.017"" 0.015"
o (3.539) (2.117) (1.858)

N, 0.040"** 0.026""" 0. 024 ***
Sk (4.826) (3.020) (2.735)
B 4,548 """ 4.146""" 4,171 4,548 *** 4,145°"" 4,170
(53.245) (67.117) (64.679) (73.113) (67.108) (64.651)

i A B RAE P F il AT il il

ATl R A B R FAE FiEH il A Az )

FURE g 7592 7 592 7 592 7 592 7 592 7592

W R 0.002 0.035 0.041 0.003 0.035 0.041
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Table 11 Further Analysis: Regression Results for Type of Inquiry Letters

g Geo, Geo, , Swi, , Swi, , Geo, , Geo, , Swi, , Swi, ,
i 0.562* 0. 620
Lils (2.130) (2.771)
Num A, . 1.042** 0.798***
- (3.327) (3.251)
Ty, 0.256** 0.618**
' (2.576) (2.181)
Num_A2, 0.811°** 0.428*
: (2.616) (1.871)
T— 3.614°  3.707* -4.092°*" —-4.108** 7.855"*" 3.474° 2,377 -4.156"""
(1.944)  (2.002) (-3.082) (-3.125) (4.304) (1.892) (1.260) (-3.141)
Pl A il sl il il et Bl il il
ol AEBERN 1 el et £k ey Ex | il £y
FURIE 7592 7 592 7592 7592 7592 7 592 7592 7592
JEx R 0.472 0.475 0.098 0.098 0.448 0.475 0.189 0.097
6.5 HXiaiA FEREFEMRX, WHIESS T E W E 2R
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Table 12 Further Analysis: Regression Results for
the First Time Inquiry Letters

i Geo, , Swi, , Geo, , Swi, ,
- 1.080°** 0.323°°
et (5.589) (2.231)
_— 0.332°*"  0.154*
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Table 13 Further Analysis: Regression Results for Spillover Effect of Inquiry Letters

A i Geo; , Geo, , Geo; , Swi; , Swi,, Swi; ,
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Study on the Effectiveness of Inquiry Letters:
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Abstract ; In recent years, China’s stock exchanges have enforced the supervisory inquiry. Comprehensive “physical examina-
tions” have been carried out on listed companies, and inquiry letters have been issued for listed companies with potential inaccu-
rate,, non-compliant and incomplete information disclosure which requires the company to interpret, correct or supplement key in-
formation. Relevant information requires auditors and other intermediary agencies to verify and express clear opinions. The stock
exchange inquiry reflects the advantages of the frontline supervision of the exchange in terms of flexibility, transparency and time-
liness, in order to discover the budding market risks from the source and erect the first line of defense to maintain the healthy op-
eration of the capital market.

From the perspective of auditors’ decision-making behavior, this paper investigates the effectiveness of inquiry letters. Using
the 7 592 firm-year observations of non-financial firms listed in the A-share market of Shenzhen Stock Ex-change and Shanghai
Stock Exchange between 2015 and 2017. Then it exploits Stata software and uses multivariate regression analysis methods inclu-
ding OLS multiple regression, propensity score matching method and instrumental variables to examine and respond to the re-
search questions. Moreover, robust checks are provided with the classification of the inquiry letters, first inquiry, spillover
effect, mediation effect, modified audit opinions and the direction of auditor change.

Results show that the propensity to issue going-concern opinions is increased for firms with inquiry letters and auditors are
more likely to resign from these firms, It further deepened the external pressure on listed companies and forced the company to
improve the quality of information disclosure. Our study shows that the inquiry letters mechanism plays an active role through the
auditor channel. Further evidence show that the number of inquiries also has an impact on auditor's decision-making and audit
effort increases after the stock exchange inquiry. The spillover effect exists between the inquired company and the unquestioned
company audited by the same auditor. It further proves that audit is an important way to exert positive effect of stock exchange in-
quiry.

This study suggests that stock exchange inquiry have an active role through the auditor channel, which could improve the
quality of information disclosure and stock market stability and support the positive economic consequences of stock exchange in-
quiry mechanism. What is more, our findings also have important significance for regulators to increase auditor independence and
improve the information disclosure of auditor changes in practice.

Keywords ; auditors” decision-making; inquiry letters ; auditor change ; auditors’ going-concern opinion; quality of information dis-

closure ; auditor independence
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