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5. Concluding remarks
Past research indicates a positive relation between audit quality and financial
statements quality, measured by earnings quality or information disclosure quality.
This study further identifies the relation between audit quality and value relevance of
represented accounting numbers such as earnings and book value of equity. This
paper uses brand name as a proxy for audit quality and explores the effects of earnings
and book value of equity audited by Big 4 and non-Big 4 audit firms on stock returns.

Major results show that, in general, earnings and book value of equity audited by
Big 4 auditors can explain more variations in stock returns and hence are more value
relevant than those audited by non-Big 4 auditors. The results are robust to different
models and measurements of value relevance and control for risk and growth factors.
Assuming that the Big 4 audit firms provide a higher level of assurance and audit
quality, the overall results generally support our prediction that there is a positive
relation between audit quality and value relevance of earnings and book value of
equity.
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