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Table 1 Sample Statistics of Stock Option Incentives Draft Reports and Management Earnings Forecasts
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Table 2 Definition and Measurement of Variables
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Table 3 Results for Descriptive Statistics

Ar it REA #E PRifEZE 25%4riE0 PRI 75% i
AR RN 30 HEEA
GN 2 641 0. 467 0. 499 0 0 1
SRET 2 641 0. 001 0.038 -0.033 - 0.003 0. 031
CAR(=1,1) gy 1232 0. 046 0.036 0.015 0. 034 0. 061
CAR(-1,1) gy 1 409 -0.038 0. 031 - 0. 054 -0.030 -0.014
Report 2 641 0. 050 0.218 0 0 1
Incentive 132 0.388 0.344 0. 050 0.325 0. 684
Size 2 641 21.497 0.973 20. 811 21.397 22,091
ROE 2 641 0. 056 0. 067 0.016 0. 046 0.090
MB 2 641 2.713 1.901 1.393 2.215 3.484
Lev 2 641 0. 367 0.199 0.193 0.351 0.522
Vol 2 641 0. 031 0. 008 0. 025 0. 029 0. 036
LnHorizon 2 641 4.285 0.928 3.829 4.522 4.875
Loss 2 641 0. 082 0.274 0 0 0
ABRET 2 641 0.038 0.199 -0.088 0.016 0.144
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SRET 3 202 0. 002 0. 041 -0.032 - 0.003 0.032
CAR(~1,1) g 1492 0. 048 0. 039 0.015 0. 035 0. 065
CAR(-1,1) s 1710 -0.038 0. 032 -0.052 -0.029 -0.015
Report 3202 0. 050 0.217 0 0 1
Incentive 159 0. 351 0.331 0.030 0.242 0. 644
Size 3 202 21.529 1. 087 20.772 21.287 22.191
ROE 3 202 0. 057 0. 068 0.016 0. 046 0. 092
MB 3202 2.712 2.007 1.318 2. 146 3.544
Lev 3 202 0.374 0.213 0. 193 0. 364 0. 539
Vol 3202 0. 031 0. 008 0.026 0. 030 0. 036
LnHorizon 3202 4,210 1.016 3.611 4. 454 4, 844
Loss 3202 0. 091 0. 287 0 0 0
ABRET 3202 0.033 0.192 -0.092 0.014 0.140




148 B R ( Journal of Management Science)

2017 4£11 A

42 BRASS5EEBVSTMNNETESN

XHH, B RO A BT A R R4, RAMAR
AHLETMERER(FHE KW EFHH
8] P A1 B9 3oF b 43 A 8 SR, ol 5 T 9 B A0 B B Sk
SPMEEEEHFHENEERENES . M THE
RAGRB0OBHA, RHFENT. TN TFEELAE
JE30H A, R AN15.207, R K4, 3 FREE
2 RT30 B A, 30 3 18] P B R AR 0 BB L Bl R
65.152% , ] B K F 5 5 3 6] &b 3 8 38 3 B 1 L ]
52.730% ; %t FELE A4 /530 H B4, 3 44 31 1) 1
55 1904 B A9 HE ) Sh61.635% , BR B T 3 4 1) A Bk
4TI B R Hf145.810% . 2% 4 B0 B AL &5 ok 4 T
R ) S 5 R 23 A8 R E 3 00 8 IR P9 L SR o X EE A T 4
% FEE A0 B A, 55 0F 0 18] Pl ST
B CAR(- 1,1) 4 - 0.014, 35 4 ] 8] &b b 4 B i 1)
CAR(-1,1) 240.002, #57E1% /K 7 - B %, = {48
[B] P9 B0l & T 4 CAR(- 1,1) f 2 {H H- 0.016, £
19 7KF - B3 % FREEAEG30 HEA, 34048 45
PR b 4% 8 £ CAR(— 1,1) 40,020, #£1% f) K F | &
= SR (a) Aok BB A9 CAR(-1,1) 250.002, #E5%
B K b B IR ) A Al S T A CAR(-1,1)
F 25 {6 #0.018, 4 1% K F B 3E . L & ol 4 w il
B B, 7 2k B BN A R 47 SR A o R, AR
BN RB LN, SRR R A SN R
BEZHISHTMREE EERELASEHBEES
A ol ¢ 00 4 9 B, A X AR O ok AR AT AU B .
1B B AR 5t 43 B7 1 R 2 1R R At VT R R ma 4 3 2 ok %
MBI INERE AT EH S HTLTEA
Ao

4.3 ERVASEEERVSHMNDS O T
5 RH NExBEIEGWER. AR
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BIHRRMEREEALA0OEHERNR,A£F30HE
AFIE,HWEIRHAF LEZE, WA ETHEAERER
25 A7 4 B ol 5 T B ol 5 T 44 A 2 AR RE ROk,
T8 B 58 2 4 5 Bl 8 oMl 4 0 B ol 5t O 0 ) A AR R
MK, HE6XE RSN ETHASHERSRIW
B AP 5t 43 BT 2 S — B, 13 A T ] Ot R e A 3 2
o SR T AT A AR L H, BB E.
FEFE i A & 5 i , ROE LnHorizon Fl Loss i & % I
EHE LS FE, SR AR R -5,
ROETEAF| B ) F B8 3% A 1E , 18 Bl 8% 47 1 &
AEHEEMEFRA LSBT E R, Loss TEA T
MBIWMABEENG, AT AR EHREEM
MTEMESFHMAHE, X—ZiEfFEGHR.
LnHorizon F Z $UfE A B 1B 5| 9 22 B0 8 & K 7, 15683
Al S5 T B AR B S T RS R B A& B R
FRa B [B] R, A5 3 2 R AT 1) R A ol 4 0 R B .
Lo SCNEHEREAEEIOBHAPAEE HegHE
Vol (NFEE R A HAr30 H B A p B 3, H fih 45 5
Ap i X R A b A T B R Y I S B L
EHETEME BREANREMERAEERE

R BEHVARNERASEEEEVSAMNLEELNER
Table 4 Univariate Analysis Results for Stock Option
Incentives Draft Reports and Management Earnings Forecasts

ERAERT 30 HEEA

HEREAEE 30 HEEA

TFH R HIHE &t TFH B KR &t
AR ERBERGHER JRHER) TEFAEA SR o Hr
HAME MRS 46(34.848% )  86(65.152%) 132 98(61.635%)  61(38.365% ) 159
RS S 1 186(47.270% ) 1 323(52.730% ) 2509  1394(45.810% ) 1 649(54.190% ) 3 043
LA AR T 1232 1 409 2 641 1492 1710 3202
L 7.774*** 15.207***

B My ST A i MR BE CAR( - 1,1) 2R HF3E] A SR e A

S {38 1] PR ol —0.014( -3.635"*") 0.020(5.594***)
S {41 [R] 1 ol ST 0.002(2.638**) 0.002(2.111"*%)
HEE -0.016( -4.173"") 0.018(4.847*"")

B AEBSPHEA T LA LGS BEE ST PRBAE; A AESRHRFLER A EIBHRTF LR
*,FA.
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Table 5 Regression Results for Stock Option Incentive

Draft Reports and Management Earnings Forecasts

A B
HAFfE: CN

B %
A5t : SRET

HRNE BERAE
HI30H J5§30H

HRNE BRAE
HI30H J530H

EES LEZN FEA A
2.168* 0.728  0.076** 0.049°
e ERy]
(1.700) (0.672) (2.349) (1.673)
—0.581""*0.591*"" -0.015"""0.018"""
Report
(-3.019) (3.481) (-3.105) (4.153)
& -0.054 0.015 -0.003" -0.001
e (-0.934) (0.304) (-1.760)(-0.984)
_ 2,428 1.584°"  0.072°°* 0.046""
ROE
(3.418) (2.461) (3.768) (2.512)
- 0.022  0.025  —0.0001 0.0002
(0.758) (0.998) (—0.125) (0.342)
- 0.642**  0.351  0.026*** 0.012"
(2.284) (1.311)  (3.509) (1.653)
Vol ~12.290° —4.638 —0.544°** —0.082
]
(-1.761)( -0.692) (-2.934)(-0.427)
. -0.156"**-0.102°"" - 0.003 """~ 0.003***
LnHorizon
(=3.563)(—2.791) (-2.875)( —2.708)
£, - 0.650"**~0.553""" - 0.014"""= 0.017"**
55
(-3.784)(-3.718) (-3.328)(-4.176)
—-0.087 0.099 0.002  -0.001
ABRET
(-0.420) (0.515) (0.416) (-0.160)
Industry il ) il i
Year s il £l | £l
HFERRE 1 - 13.236% 15. 146%
W FREL N 2 - 1.526% 1.815%
g R 0.026  0.020 0.041  0.033
2N g 2 641 3202 2 641 3202

EAFET P HB AL, BAET PHRES A, RE

4> 3] B @ Cluster & 69 A7 25 o ;" A £ 10% 0 K T £ B 3,
TR;HFRHABEI B ETHON, B4 LT FHHMEN
Report 64 34 Frat i , 30 Frak 5 239 B % & H SRET 32 4 X 4 &
F # ) {5 B Report 84 i FF 3 B,

HEVSWMEREANEL T LRE, AL LB
B TR A2 B O 3 A W, AR BF 5K 1 5 Report
B PRANL, SER R ERERAEAIB0H N, B
JZ 18 98 Ml % 350 90 R0 B B AT R 4 2 188 n 13. 236% ( R
GXE) ,FF Bk ST F 5 8 E S 526%
(RAEXME); MEERAERF0B N, T HZ R

ol 5% T 0 7 1 B Y T BE M 2 1 N 15. 146% , 3F Bk 57

T £ ] B A2 A 3N 1. 815%

4.4 BEEEERREAAREESVEATMNS TOE
ok s
HOGHEAREREN MR ESERZE

SiElp o EH g R . ABIR (5) R AY Logistic

]9 25 5 |, Incentive 5 GN 1) [B] 19 Z5 $U#E 55 8 4 5 A1 30

HHEANG EEEAEROEHFEANE, ELE

5% KK b B I E 2 3R A S AL R

HERK,EEEAGAEB LA BMKER X

FAE 5 B 7% ol S T b7 O B 04 0 o) R B B X

— &R 5H, WEIE T —%. Bk (6) #OLS [

IH 5 5 | Incentive 5 SRET ) 8] 19 7 ¥ 7E £ £ A 45 A1 30

®R6 REABNAMEE
SEERVSRNORSER
Table 6 Regression Results for Stock Option
Incentives Intensity and Management Earnings Forecasts

A B %
HA & . CN HAr & . SRET
HRBAL BRAE BERNE BERAE
Bi30H J530H Hi30H J530H

[N A B [EFiN
16.570°"" 8.451 0.260*" 0.252°
B (2.941) (1.235) (2.162) (1.690)
. -2.064"" 3,327 -0.031*" 0.039*"
Incentive
(-2.376) (3.785) (-2.145) (2.736)
i -0.002 -0.401 -0.003 -0.009
Size
(-0.008)(-1.290) (—0.589)( - 1.386)
ROE 11.043 6. 635 0.126 0. 097
(2.442) (1.983) (1.748) (2.023)
i 0. 201 - 0. 060 0. 001 -0.003
(1.270) (-0.389) (0.180) (-0.950)
Lew 1. 531 1. 703 0.032 0. 041
(0.939) (1.074) (0.799) (1.144)
Vol -46.211 22.701 -1.531*"" -0.287
° (-1.306) (0.460) (-2.089)(-0.292)
. -0.579"" - 0.481*" -0.014""*-0.008""
LnHorizon
(=2.453)(-2.179) (-2.648)( - 2.268)
Lo —-1.418" -1.096 -0.011 -0.032"
55
(-1.660)(-0.924) (-0.644)( - 1.963)
0. 499 0. 038 -0.014  0.009
ABRET
(0.385) (0.037) (-0.441) (0.347)
Industry il e il il il
Year il il il il
s R 0.244 0.271 0.346 0.286
AR 132 159 132 159
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Table 7 Regression Results for Sub-samples

A 3] - 58 Tl P B %

B 3. BB

HAE . GN HAE & . SRET

EAsfR: 6N P25 ik SRET

BRAEN ERAEE HERASGH ERAEE ERAGEHN ERAEE BRAEN ERALE

30 BEEA 30 HFF4 30 HEFA 30 HEEAR 30 HEEA 30 HEEAR 30 HEEAR 30 HEEAE
— 3.388° 2,095 0.143°*  0.109* 3.132 1.331 0. 059 0. 050
= (1.785)  (1.341)  (3.000) (2.417)  (1.164)  (0.858)  (1.272)  (1.186)
e ~0.877"** 1.037°**  -0.019"* 0.020**  -0.320  0.3%9° ~0.011  0.017"
epro
B (-3.119) (3.322) (-3.468) (2.791) (-1.153) (1.825) (-1.281) (3.093)
& ~0.080 -0.087  -0.004" -0.005"* -0.056 -0.016  -0.002  -0.002
e (-0.945) (-1.206) (-1.899) (-2.469) (-0.687) (-0.228) (-1.058) (-0.975)
- 2.689%*  4.026°*  0.095°"  0.121°**  4.431**  2.847°*  0.113" 0.071°"
(2.590)  (4.795)  (3.539)  (5.320)  (4.804)  (2.969)  (5.030)  (2.810)
- ~0.001  0.023 ~0.001  0.00009 0.019 0.016  —0.00001 0.00008
(-0.034) (0.560) (-1.013) (0.087)  (0.374)  (0.489)  (-0.010) (0.087)
L 0. 468 0. 396 0.015 0.015 0.335 0.114 0.020° 0. 004
' (1.141)  (1.026)  (1.429)  (1.420)  (0.842)  (0.300)  (1.867)  (0.406)
Vo ~11.949 7323 -0.640"  0.201  -26.264"" —19.887°" —0.782"* —0.498"
o
(-1.327)  (0.677) (-2.737) (0.604)  (-2.228) (-2.272) (-2.477) (-2.181)
. -0.180"** -0.140" -0.003"" -0.003" -0.132** -0.061  -0.004* -0.003"
LnHorizon
(-2.885) (-2.409) (-2.141) (-1.856) (-1.974) (-1.124) (-2.026) (-1.706)
s 0. 069 0. 081 0.003  -0.002 0.230  -0.087 0.014*  —-0.005
(0.231)  (0.281)  (0.306) (-0.282)  (0.787) (-0.320)  (1.657) (-0.604)
Industry il el il i il il P il
Year il =i il il = Pl %l il
W R 0.028 0.043 0.045 0.057 0.034 0.016 0.053 0.031
A 1077 1340 1077 1340 1564 1 862 1 564 1 862
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Table 8 Average Cumulative Abnormal Returns from -30 to +30 Days

on the Date of Stock Option Incentives Draft Reports

ZHH AR ACAR/% t{H ZHH AR ACAR/% t{H
-30 210 0.032 0.199 0 210 1.645 1.763°
-25 210 -0.347 -1.720° 1 210 2.417 2.480°"
-20 210 -0.652 -2.013" 2 210 2.780 2.822°
-15 210 —-1.066 -2.251"*" 3 210 2.914 2.888 "
-10 210 -0.987 -2.114" 4 210 2.667 2.549°°

-5 210 -0.408 -0.491 5 210 2.599 2.4427°
-4 210 -0.508 -0.609 10 210 2.512 2,187
-3 210 -0. 646 -0.748 15 210 3.040 2,345
-2 210 -0.462 -1.055 20 210 3.526 2.543°
-1 210 -0.438 -1.674" 25 210 2.946 2.013°°

30 210 3.037 2.007°"
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Figure 1 Trend for Average Cumulative Abnormal Returns from -30 to +30 Days
on the Date of Stock Option Incentives Draft Reports
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Table 9 Descriptive Statistics Results for Management Earnings Forecasts Bias

A5 g = ZN TS Hifl g 5% BB 75% A
A B EERAERT 30 HEEA
BIAS1 2273 0. 068 0.380 - 0.043 0.012 0.133
BIAS2 2273 0. 059 0.317 - 0.034 0.012 0. 084
B R RENES 30 HEEAE
BIASI 2 702 0. 061 0.393 - 0.040 0. 007 0. 101
BIAS2 2702 0. 064 0.327 -0.037 0. 008 0.078

R, X — 45 B 5 ATINKYA et al. "/ 50 2 88 % 1
R —3,

F210 25 tH 1 5% 0 A 3% b B 5 A 4 5 ol 4 1 R
ZWEESER., EEELEN30BHEAEAY, Reprot 5
BIASVFIBIAS2 Y Bl B R ¥H R, FF B EDTES% 1Y
KPFLEBEE GRABEHEERRASNESAENT
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Table 10 Regression Results for Stock
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Table 12 Robust Test Results for
after Excluding Confounding Events
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Stock Option Incentives and the Manipulative Behavior
in Management Earnings Forecasts Disclosers

HU Wenxiu,FU Qiang, WU Tingting
School of Economics and Management, Xi'an University of Technology, Xi'an 710054, China

Abstract ; Although equity incentives can enhance managers’ willingness to disclose earnings forecasts, it can cause managers’
self-interested behavior in their disclosers. Because managers have considerable discretion on whether and how to provide earn-
ings forecasts, much research has shown that managers would manipulate earnings forecasts discloser to increase private benefits
when trading their stocks. Given such context, it is of significance to research on the effects of managers’ stock option incentives
on management earnings forecasts disclosers.

Using the data of management earnings forecasts and stock option incentives draft reports from 2009 to 2015 in China, this
paper examines the effects of managers’ stock option incentives on management earnings forecasts disclosers. We distinguish be-
tween good news earnings forecasts and bad news earnings forecasts by using cumulative abnormal returns over the three-day win-
dow (—1,1) around the issue dates of management eamnings forecasts. Using Logistic regression and OLS regression, we exam-
ine whether self-interested managers could lower the exercise prices of their stock options by manipulating management eamings
forecasts disclosures. Meanwhile, we conduct a series of robustness tests to ensure the conclusion’ validity and reliability.

The results show that managers would release more bad news( good news) earings forecasts during the 30-day period prior
to( following) stock option incentives draft reports dates. In addition, the magnitude of bad news( good news) earnings forecasts
disclosed before( after) the stock option incentives draft reports are greater than other management earnings forecasts. The tend-
ency to manipulate management earnings forecasts disclosures is stronger when stock option iz more important in managers’ total
compensation. Additional analyses indicate that managers are more likely to manipulate mandatory earnings forecasts disclosure to
reduce the risk of being penalized in planning to manipulate disclosures before the stock option incentives draft reports. There are
significant negative( positive) cumulative abnormal returns during the 30-day period prior to( following) stock option incentives
draft reports dates, indicating that investors can not identify managers’ manipulative behavior in management earnings forecasts
disclosers, and managers successfully lower exercise prices of their options by manipulating eamings forecasts disclosers. We fur-
ther present that managers intentionally provide downward-biased ( upward-biased) earnings forecasts before( after) the stock op-
tion incentives draft reports, indicating that the managers’ manipulative behavior is driven by the stock option incentives draft re-
port decision, instead of adjusting the stock option incentives draft report decision around management earnings forecasts disclos-
ers.

Our results are meaningful for the improvement of stock option incentive system, and the reinforcement of supervision on
management earnings forecasts disclosers. In this paper, we propose that the regulators should make some restrictions on the time
window between the stock option incentives draft reports and management earnings forecasts disclosers. For example, regulators
can forbid firms to issue stock option incentives draft within 30 days before or after management earnings forecasts disclosers so as
to restrain the managers’ self-interested behavior in management eamings forecasts disclosers.
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