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5 Concluding remarks

We investigate whether and how accounting information quality affects systematic risk in

the universe of firms jointly listed in the CRSP and Compustat databases from 1962 to

2012. Using various measures of accounting information quality and systematic risk, we

find that the two constructs are significantly and negatively correlated. We examine the

causal nature of this relation by adopting three pseudo-natural experiments and a differ-

ences-in-differences approach. The results suggest that increases in accounting information

quality cause systematic risk to decrease. Overall, our results provide empirical support to

several recently developed theories that suggest a negative effect of accounting informa-

tion quality on systematic risk. Such an effect has important implications for disclosure

decisions, hedging strategies, portfolio management, and asset pricing.
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