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2007 4 0 0 0 0 0 0 3 3
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2011 4 0 0 11 56 20 0 10 97
2012 4 0 3 83 9 23 0 21 139
A1t 2 8 117 82 53 1 38 301

RIS AP o AR
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2009 4E 0 0 2 19 11 0 7 39
2010 4F 0 0 0 4 6 0 2 12
2011 4 0 0 0 52 31 0 14 97
2012 4 0 1 4 77 29 0 28 139
&3t 0 1 8 154 79 0 59 301
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Table 3 Profit Index Comparison in the Year Close to Initial Credit Ratings
PRGLHT 2 4F PREHT 1 4F PR 4 PRIE 1 4 WG 2 4
i BE PR ME PR BE P WE PR HE PR
ROA  6.149 5.369 6. 099 5.173 4.721 3. 887 2. 802 2.674 3.441 3.340
ROE 12.712  10.765 12.090  11.063 10. 190 9.217 4. 955 6. 590 8.713 9.390
Ic 9.707 2.699 11. 655 3.155 -0.973 -4.325 -9.694 -5.170 26.879 -2.996
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Figure 1 Trend of EM around Initial Credit Ratings
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Table 6 Oprobit Multi-valued Response Model Regression for Credit Ratings
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Table 7 The ROI of Market Requirements and Earnings Management
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Earnings Management, Financing Costs of Corporate Bonds
and Initial Credit Ratings

Liu Eping,Shi Yanping
School of Business,Sun Yat-sen University, Guangzhou 510275, China

Abstract : The company’s profitability significantly affect the company’s credit ratings, and then affect the financing costs of cor-
porate bonds, therefore the companies have earnings management motivation for credit ratings purpose. Selecting the A-share lis-
ted and non-financial companies which issued corporate bonds during 2007-2012 as research sample, this paper uses the event
study to obtain the distribution of earnings management before initial credit ratings. OLS and ordered probit regression model are
employed to verify the relationships among eamings management, financing costs of corporate bonds and initial credit ratings.
The results showed that before getting the initial credit ratings, company’s positive earnings management keeps rising, and be-
comes a sustained downward tend and even reaches negative values after getting the initial credit ratings. After controlling for the
company’s normal accruals, there has a significant positive correlation between the company’s initial credit ratings and eamings
management, particularly for issuer credit ratings. It means that credit ratings agencies’ decisions are affected by the company's
earnings management efforts. In addition, the resulis also show a strong negative correlation between bond yield and credit rat-
ings. But when considering the impact of the interaction term of eaming management and credit ratings on the bond yield, we find
significant changes that facing of the company’s earnings management behavior, market participants require higher yield for com-
pensation. The company’s earnings management behavior weakens the ratings impact on bond yield.
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