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5. Conclusion

The paper examines how investor attention affects earnings management
decisions. Our key conjecture is that institutional investors are subject to
attention constraints. These constraints impede them from exerting
equal monitoring intensity for all firms in which they invest
simultaneously. At a given point in time, institutional investors may
become distracted shareholders, in the sense that they shift their
attention to other parts of their portfolio and loosen their monitoring
intensity. We follow Kempf et al. (2017) and use a firm-level proxy for
investor distraction, which captures when institutional investors
experience shocks in unrelated parts of their portfolios.
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