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Financial Statement Comparability

and Expected Crash Risk
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7. Conclusions

In this study, we examine whether comparability reduces investors’ perception of
crash risk. We find that the steepness of the volatility smirk decreases with financial
statement comparability and this negative relation is more pronounced for firms with a
lower-quality information environment, for firms with weak external monitoring, and for
firms operating in a less competitive industry. Moreover, we find that managers” general
tendency to withhold bad news relative to good news is mitigated for firms with higher
financial statement comparability. These results support our argument that financial
statement comparability discourages managers from hiding bad news and accumulating it

within a firm, which reduces investors’ perceptions of a firm’s future crash risk. &S dous (7
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