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Abstract

Earnings management can be divided into three categories: accrual-based earnings management ac-
tivities, real activities manipulation and classification shifting. Different earnings motives will have
different effects on companies. Opportunistic earnings management will have negative effects, while
information driven earnings management can transmit positive financial information. Excessive
earnings management is a common phenomenon of Listed Companies in China’s capital market. This
paper uses case analysis method to study the means and economic consequences of earnings man-
agement. The results show that: listed companies will use multiple means of earnings management
to modify the financial statements in the process of operation, and ST company is a typical company
based on opportunistic motivation for earnings management. In addition, due to the lack of internal
information and limited personal expertise, investors can’t fully identify the earnings management
behavior of the company, resulting in mispricing. In order to improve the efficiency of resource al-
location, this paper suggests that investors should improve their professionalism, regulators should
improve the market system, and companies should set reasonable management compensation.
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Table 1. The difference of three types of earnings management

F 1 ZXBREEFANX

fAREE I X 24 SR X B G E TSR
Riit A A (R H 2 % [B]) 7
HEBEAR A (A ) f
Iy IR Te (A% ORI RAR 22 8 M1 25 2 1R 43 A1) 5

B EE R AR TR B AR R s O DRI = 2 e A 5 340 Sk REA (R A LA
BAREMFR. AR FEMA=REBREH T, WHFEEET AL — PR AR B
B @ Z R AR H 7 AP A b R T BOS I BT TR, DU R S AR T T B
BARTFBAIAEE

1. RiHERE

FEFEAASELL IR 1) AR R WInBCr8vE. B Pk, Jelbde ks, ot
ML A IARRASFI R = AR R s 2) AR T IAAE PR B JEAs Anidi e %0572 38 F i 5 [
TP A 3) BEFEIREAE R TR . X E RKIL ST AR W U s i 2 maiEi s, EH2E
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Figure 1. 2010~2017 sales expenses and operating profit (Unit: 10,000 Yuan)
[ 1. 2010~2017 WISHEZERMAEEFIH(BA: AT
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Figure 2. Net profit disclosed in 2009~2017 annual report before revision (Unit: 10,000 Yuan)
[ 2. 2009~2017 S IERTFIRIL T S FE(RAL: A TT)
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1) &E RS0

Table 2. Inventory turnover and total asset turnover
2. GRAREMREERRE

FE TR S A7 B e 2 AT P17 B R e AR S 5 7 A e AL 1) 6 7 A s
2016 0.1694 0.4304 0.1471 0.2712
2017 0.2081 0.3789 0.1552 0.2313
2018 0.2036 0.4224 0.1671 0.2125
2019 0.0839 0.3743 0.0605 0.1170

MR 2 ATRLE H, RS A B o i AR AR IR TAT W P38k, B 087 Ja 5 2R A T A7
BRI, A AR AE S R A O, B R A B S R S A TR e 2R 4R A
2015~2018 FFHAFE, (H 2019 = HEAN, EBRCRMHBAT I KRG -

2) ARSI 5T

Table 3. Quick ratio and asset liability ratio
= 3. BBt RFMBF = A HRE

A WA S E B HE ATk T yd s b A MR FOM B 7 4 Ao AT M3 B 7 A
2016 0.6475 0.8473 0.7162 0.6425
2017 0.2303 0.8337 0.6523 0.6425
2018 0.0599 0.8746 0.5023 0.6411
2019 0.0995 0.9523 0.5200 0.6415

FAR 3 BoR RSOV BN LA KRR TAT T BKF, JF H 2B HUZE R RE S, H2 2019 445
U0, B A BRI, CEMARGRISE . 57 R A S S iia a8, 7k
BART R A T 50%, JFHAERFRRE, Dy AT A B — A ALAT ATk, 5 i i 5 2 e AR
AT AR, ARJE EE HUE SR, SEEL— NG, BRI B SR ad 3R m A A T A A e is
B MRS ABTRBE N[, 2 m R /D b AT MR B, JoiA R ARG KA K
A LTS PR RS sl £, 25 EMRSb i Re 88, HILa EimEiL.

3) BAIRES b

Table 4. Operating gross profit margin and net profit margin of total assets

T4 BAEF RS HZ~EFIEER

Fly RSP APPSR T A 9 N RIS E  F 5
2016 0.0076 0.0264 0.2273 0.3095
2017 —0.0301 0.0277 0.0838 0.3107
2018 0.0477 0.0220 0.0928 0.3488
2019 —0.0364 0.0122 —0.0499 0.3544
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Figure 3. 2010~2019 stock price trend chart
3.2010~2019 Biniazh &

AR S F 5 AR Sl 8 A T B R IRE AT R, R 5 nT A R A R A Rk
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Table 5. Summary of earnings management behavior judgment
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