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The Tone of Key Audit Matters and the Stock Price Crash Risk
HUANG Rongbing! FENG Yanchao®
(1.School of Accounting s Zhejiang Gongshang University s, Hangzhou 310018 ,China ;
2.School of Business s Zhengzhou University s Zhengzhou 450001, China)

Abstract: In this paper, the impact of the disclosure of key audit matters on the risk of stock price
crash is examined from the perspective of text tone with A-share listed companies from 2016 to 2020
as samples. The study shows that the negative tone of key audit matters is significantly positively
correlated with the risk of future stock price crash. With the increase of the net positive tones of key
audit matters, the risk of future stock price crash is significantly reduced. Further analysis shows
that the tone of key audit matters is affected by the level of accrued earnings management and real
earnings management, the degree of text tone is positively correlated with the quality of accounting
information of listed companies. There are differences in tone management strategies for key audit
matters among accounting firms of different sizes and reputation. Compared with the Non " Big
Four" accounting firms, the tone of key audit matters in the "Big Four" accounting firms has stron-
ger warning function of negative tone and signal function of net positive tone. The study in this pa-
per shows that auditors transmit the unique risk information of audit judgment process by using the
flexibility of text tone, which has high information value, and thus enriching the relevant research
on the effect of the new audit reporting standards.

Key words: New Audit Report Standards; Key Audit Matters; Text Tone; Risk of Stock Price Crash
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