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Table 1 Definition of Variables
A5 Bl R ERE 25 B bR
Sl AROA = BATIE5 t FEER ROA - BATRI—5EHI ROA,
R R AROA BB
APerformance ROA =
SEPHEAR I DR
EIPRA Issue WM RATREER Y 1,20 0
. RTH—ERAE AR, B &8 B B R 8 3 ILET
mEER  awER A ST DD HAAGHA
BE&BH x ZTRE B_EM -+ Issue EITR—ERKEHEE x RITRE
Al Size FEFRGE T BFY B SRR
. AL
AL Risk Ty
AAEEIA - EEE A
: Grow
el EAEELRA
EWER pmmpm B B R A AR 1,750 0
B—FARE EM,_, EAESEG-1) FRKEHEEE
MR AR EM, EATIRSE R AR
il Industry A8 TR IT R BUE R 1,50 0
R Year IFR TR AERREE S 1, 7NN 0
R2 PSMERAZENHRESR I
Table 2 Descriptive Statistics of PSM
mH FEABL ¥IfE PRifE2E ¥ T{H P-value
Panel A . Size
EATI R 52 22.112 0.119
-0.118 -0.938 0.350
N EE A 104 22.230 0.066
Panel B: RET
RAT AR 52 0.330 0.118
0.043 0.273 0.786
B X A 104 0.287 0.100
Panel C: B/M
RAT R 52 0.783 0.033
0.034 0.799 0.426
(LR =N 104 0.749 0.026
Panel D; ROA
BTl 52 0.085 0.005
0.009 1.495 0.137
TR A 104 0.076 0.004
Panel E; ROE
EiTal AR 52 0.116 0. 006
0.001 0.115 0.909
FExHEE A 104 0.115 0.006




82 B HF}2£ (Jounal of Management Science)

2011 4£10 A

B TR 2 B8 =k 25 % (ROE) K
B BELaTFlE
VAT
ROE L 555 7= YL 45 % (ROA) B4 5 % P &3 2 W #
¥, A5 LAROA R 7E BT 2 J5 M 2 #T -
RIBMEETRMBAES T, AR A
ROMFRRTZEREIFNREBEFEALAS. H
THIEREEMARERWGE W, XA £ %5 i
HHFT LT 1% 53 L3 Winsorize Zb 3, 3 3 7]
HOEMHENTE, BB, AFS8A T TF#
B F b, Size YRR ME 2 BOK, T K AT AT — 4F Size
ZHAGFERERZR, ARG TEMRESHXR
YRE A B R 7= A B ), 7 A (811 48T o AR L.
- BRI RBRITEMAERER, 5k
HITRTREE GEERNE4, A 41 ~ A
4-4 FHIKMBATHMERTEFRNRTEEI F8—
ERSM, ERAS RETAERBETYFEHN LT
JEEIFELAIFRABERENERLESE, NEk4

ROE

AL ERITYEMBITIES 3 4, Isue 1 REBIYHE
10%F% it k¥ ERBFNA, MERTES 1 ME
12% Z it KF BT F, 7RG B IEEE N
1% KK FERERR . XRA, S A F M
R MEBMH ARSI TRES,
42 STEBPER
BRXAVMSRIET W ¥ M LT WSt MR
B, (B2 i T AR i (B A R R R 3 ] At Y e A
ASGHHER  HEHERTEREEMI, N T K
5 R R BT T 408, 78 3 At e A R ST
AREERETRER, ZDTEHERLES, £RS
OBELS-1 ~ A 5-4 4 I R AT IR A4 ST
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B, M5 AT, 760 (67 5 B 5 o (BPEERY 5-1 ~
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Table 3 Descriptive Statistics of Main Variables

A A% ¥iE SalITE PRz /ME =N |
AROA 474 -0.010 -0.010 0. 040 -0.140 0. 140
Issue 474 0.333 0. 000 0. 470 0. 000 1. 000
EM, 474 0. 020 0.010 0. 020 0. 000 0. 090
EM,_, 474 0. 020 0. 010 0. 020 0. 000 0. 090
B_EM 474 0. 020 0. 010 0. 020 0. 000 0.070
Size 474 22. 460 22. 440 0. 830 20. 570 24. 530
Risk 474 0. 500 0. 520 0. 150 0.110 0. 790
Owner 474 0. 790 1. 000 0. 410 0. 000 1. 000
Grow 474 0.280 0.210 0.360 ~0.440 2.060
R4 PTEODPSER
Table 4 Bivariate Linear Regression Result
RATHAE BATIRER 1 4F RITRH 2 4% RITRES 3 4% RA
1 4-1 42 B 43 BRI 44 iR 45
- - 0.002 - 0.004 -0.014"" 0. 000 - 0.005**
(- 0.660) (-1.011) (=2 553) (0.023) (-2.138)
B -0.010" -0.010 - 0. 006 -0.016" -0.010"""
(-1.637) (-1.582) (-0.728) (-1.625) (-2.751)
A& 156 132 105 81 474
R R 0.011 0. 010 0. 005 0.014 0.012
Fi& 2.661 2.483 0.515 2.618 7.540

EOCAEOGHAFERE, CALESRHARFLEESF,”

CHEI AT LR S PORES TH ARAEFET

ARAGFFLE BLRA White B EF EH 1A FRTEE A PHTEFABEEHER, TH.



55 H

XGRS AR 2 AR LS W) 8 REaR 83

RS RTORGEHRMRA
Table 5 Performance after Issuing Convertible Bonds

2 |
RIFNE  RAERLE RAEW2E RAERIE  RARE : éﬁfj
ERY 5-1 RS2 BiRY 53 MR 54 R 55 " &
R 56
i ~0.205° ~0.303"* - 0.056 ~0.243 ~0.189"* ~0.030
(-1.802)  (-3.163)  (-0.421)  (-1L641)  (-3.231)  (-0.252)
. ~0.010° ~0.015" ~0.011 ~0.028%**  -0.014"* ~0.012°
e (-1.712)  (-2.382) (-1.381)  (-2.822)  (-4.103)  (-1.687)
& 0.008 0.015°"* 0. 004 0.013" 0.010°** 0. 002
e (1.673) (3.491) (0. 682) (1.931) (3.612) (0.432)
o 0. 008 ~0.006 0. 008 ~0.015 0. 000 0. 009
wner (1.211) (- 0.884) (0.812) (= 0.980) (0.041) (0.913)
- ~0.012 ~0.108%*  —0.121"*  —0.105°"  —0.087"**  —-0.098""
e (-0.552)  (-3.813) (=3.522) (=2.729)  (-5.579)  (-3.092)
. 0.042*** 0.031*** 0.028" 0. 026 0.033 0.027°
row (2.723) (3.061) (1.793) (1.577) (4.518) (1.870)
o, - 0.475
(-1.459)
- 0.706""
(2.214)
il B WL EEHl Rt e Ryl
R e E 2 WEZy REAT e Bl
BB 156 132 105 81 474 105
s Y R 0. 171 0. 203 0.178 0. 174 0.174 0.227
F (& 2.360 3.007 2.245 2.377 6.361 3.000

HTRATES 2 42+ E )% HRERNS&E
B, RARGARSHA R EFMK T EX A A S H A
ERATAFEBY AR, THEBREA AL AR R,
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Pl BERIS-6 METHERFLHFME-FNRRE
G, KITER 2 FHSREIHER., EHEES5-6
FoE-HAREHENRBEENIE, FHES &
HRKPERE FBERTES 2 FHEHEI0% K
b B EAR T EON 2 W R A AR R BE B0 178
EFR0.227, KR, ATHEMETAFAELERT
B LFERTHBEM A, MRTIESE 2 FkH
b1 T VR B R B LR A F S,
RN ARFEEURE BRI R RERT
H o

REGERMARATEINRGIIME”, R
ZHIAAERMBREHEHINN, BREHAOEE

RETE K, 2 J5 A B2 % 230 s ir 38 R 24, 3% BT RE 2 BT 8
HARENTESRATHEEZNREEZ —, AESH
HEERTEFHNYFNRAEHRLUE , RITEH
DEMSIHBEARERART AR ENR, TP LF
MUENRAAEADSE WY FENSR. HiL,7%E
FIETRARTI MR SE B RTE ST &
ARG EEMYENRATEEE, LIRE
FREMSE R, EcHHETHRAEEMNENRE
g 8- ATk 0k S E
EFRITUERZEEFPEARANBEINELER
U kS A, R B 5T R R A R T Ak e B S 56
EETHBRAEHABENEAGTESMME R, £6
hERe-1 ~EERl6-3 RETYFERRITEEI £
dEFAREANREWEEE, SR 6-4 ~B R 6-6
WRMNETYER LTRSS I FIL 4 EHHERHF
TE I+ 56 B 8O M BE AR A | B it AT IR & g =1 1E
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Table 6 Reversion Effects of Earning Management before Issuing

17 BAYRL A T [l 5 Fi1E 3 L EAFMIESEE RIS
R 6-1 R 6.2 R 6.3 R 64 EiR 6.5 A 6.6
- ~0.198°*  —0.210°°  —0,202"* ~0.187* ~0.227" ~0.214"
(-2.921) (-3.229) (=3.031) (=2.001) (-2.877) (-2.545)
o ~0.017°"  —0.015**" ~ 0. 004 ~0.019**"  -0.016"" ~0.004
5
(-3.932) (-3.601) (-0.561) Ly (-3.412) (-0.619)
. 0.011** 0.012*** 0.011*** 0.010** 0.012*** 0.012***
ize
(3.462) (3.712) (3.489) (2.526) (3.360) (3.004)
5 ~0.004 ~0.007 ~ 0.007 ~0.005 ~0.009 ~0.009
e (-0.752) (-1.213) (=1.301) (=0.754) (= 1.347) (-1.326)
- ~0.114**  —0.114**  —0.115°" ~0.104%  —0.111°"  —0.111°"
LS.
(-6.018) (=5.702) (= 5.749) (=5.109) (- 4.985) (=5.001)
. 0.029*** 0.029*** 0.029** 0.027*** 0.027* 0.028
Fou
(3.618) (4.001) (3.902) (3.041) (3.504) (3.403)
s 0,563 - 0.337 - 0.693 - 0,447
(-2.939) (-1.548) (=2.931) (-1.723)
o 0. 098 0. 098 0.016 0.034
: (0. 340) (0.341) (0.052) (0. 104)
- 0,482 0. 457" 0.616""* 0.586*
i (3.063) (2.968) (3.257) (3.171)
R 0,648 = 0.675
(=2.113) (-1.921)
ik B Rt B 4% REAE 245 B
R Bl Rt e R RECT Wyl
Ak 474 474 324 324 324
W R 0. 208 0. 249 0.259 0.209 0.262 0.270
F il 5.353 6.883 6.201 4.608 6.668 6.425

n A i & JE (600026) 7£2007 4 & 47 Al ¥ fiT , 2007 4
AEGTHE 2008 FHEGTERE1IF. B TFERGTE
FLEMETEEIFSHBRAVSHE A2 S
RATBE3IEULAFAMIRAHEEEMEE, @ik
BiAl 6-4 ~ BLAU 6-6 1Y 8] )5 B 4= {61 552005 4 2 i
(#2005 4F ) R AT o) &% fiR 9 o 7] B E A Rl M
FHOTMM, HER6-2 MEBR6-S RETEEHALE
BEEFAAASEMARZHEMEGNESR B EM B
E RN, IFEAER R b H A 6-1 F1p90.208 3 N
FIBRI6-2 h0.249, M ERTEIF U LAFMIER
ARE R, AR R AR 6-4 1§50, 209 54
B 6-5 Y0262, XEHELGHARTH B
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Table 7 The Role of Corporate Government to Mitigate Reversion Effects of Earning Management before Issuing

FREAS 5 P FREAS i) 1 R YA
] fi& fi5 ] fik
i 71 Wi 72 i 73 i 74 i 7.5 Wi 7-6
- ~0.133 - 0,236+ ~ 0,332 0. 005 ~0.259" ~0.113
(-1.130)  (-3.210) (-3.730) (0.070) (-2.770)  (-1.420)
- 0.015* ~0.018* ~0.015* 0.013* 0. 001 - 0.002
L
(2.120) (-2.290) (- 1.900) (1.710) (0.090) (-0.370)
. 0. 007 0.013*** 0.017°** 0. 000 0.014°°* 0. 006 *
ize
(1.270) (3.500) (4.080) (0. 130) (3.230) (1.660)
g - 0.000 ~ 0. 004 - 0.003 0. 001 - 0.002 - 0.008"
e (-0.030)  (-0.660) (- 0.450) (0. 130) (-0.220)  (-1.660)
2o ~0.085"*  -0.107"" ~0.103"*  -0.094"" -0.156"*  -0.072°*
L8,
(-3.250)  (-4.340) (-4.520)  (-4.130) (-4.880)  (-3.760)
. 0.031°** 0.031** 0.033*** 0.027** 0.047 0.023"*"
Tow
(3.410) (3.330) (2.950) (3.660) (3.250) (3.050)
— 0.359 0.277 0. 195 0. 460 0.176 0.524*
- (1.040) (0. 850) (0.610) (1.370) (0.570) (1.650)
e -0.021 - 0.874"" o ST - 0,172 - 0.347 ~0.625°
2 (-0.060)  (-3.080) (-2.610)  (-0.570) (-1.200)  (-1.880)
- 0.246 0. 144 0.125 0.293 0.306 0. 196
‘ (0.920) (0.770) (0.520) (1.430) (1.590) (0.750)
- 1.348*" 0.250 ~0.106 ~1.070** ~0.640 - 0.607°
B_EM - Issue
(- 3.340) (0.700) (-0.250)  (=-2.890) (-1.250)  (-1.750)
kR 238 236 237 217 257
R R 0.301 0.215 0. 244 0. 308 0. 282 0.250
Fla 4.556 4.135 4.163 5.353 5.374 5.937
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Earnings Management, Corporate Governance and
Underperformance after Issuing Convertible Bonds

Liu Eping',Liu Chun’
1 School of Business, Sun Yat-sen University, Guangzhou 510275, China
2 International Business School, Sun Yat-sen University, Zhuhai 519082, China

Abstract ; Using propensity score matching( PSM) method to control the self-select problem, and selecting the companies which
issued convertible bonds during 2000 to 2008 as treatment samples, we try to test the consequences of refinancing. We find that,
in general, underperformance after issuing convertible bonds is existed. More interesting, for the first time, we find there are
earnings management behaviors for conversion in practice. Specifically, underperformance is insignificant during peak conversion
( the second year after issuing) , however after controlling the earnings management, it becomes significant. In addition, in spite
of the reversion effects of earnings management before issuing is one of the reasons of underperformance, the good corporate gove-
ment can mitigate it. It indicates that besides regulating the earnings mamagement before issuing and coversion period, the more
importance is to improve corporate governance of issuing companies.
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