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The Effect of Financial Status on Earnings Quality

of Chinese Listed Firms
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CONCLUSIONS

Concluding Remarks

The findings of this study bring several policy implications to Chinese regulators.
The healthy firms are significantly different from bankrupt firms in relation to accruals
quality, earnings predictability, and earnings smoothness, but not earnings persistence.
Additional analysis reveals that financially-distressed firms and bankrupt firms are
significantly different in relation to two earnings atiributes (earnings predictability, and
earnings smoothness), but not with aceruals quality. Financially-distressed firms are not
significantly different from bankrupt firms in relation to earnings smoothness. Hence, a
presumption that all earnings attributes behave significantly differently between healthy,
financially-distressed, and bankrupt firms should not be a foregone conclusion. The
sample data also reveal that regardless of the firm category, Chinese listed firms make

negative earnings in any of the preceding five years,
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