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Internal Control Report,Quality of Financial Reports
and Information Asymmetry: Empirical Evidence

from Listed Companies in Shanghai Stock Exchange
HUANG Shou-chang, YANG Xiong-sheng

(Research Institute of Accounting and Finance ,
Nanjing University , Nanjing 210093, China)

Abstract: Using the sample of listed companies in Shanghai Stock Ex-
change from 2006 to 2008, the paper tests the possibility of more reliable
earnings information of listed companies that disclose internal control re-
ports voluntarily, and further examines the mechanism that voluntary dis-
closure of internal control reports lowers information asymmetry. Empirical
results show that voluntary disclosure of internal control reports not only
improves the earnings information. but also raises the market efficiency of
stock trade through lowering information asymmetry. However, the de-
crease of information asymmetry is mainly due to the increase of corporate
transparency led by voluntary disclosure of internal control reports. And the
improvement of earnings information plays a limited role in lowering infor-
mation asymmetry.

Key words: internal control report; quality of financial reports; infor-

mation asymmetry; corporate transparency (FTAE%E & W)
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