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Accounting Standards Reform, Stock Liquidity and Cost of Equity Capital.

Evidence from Chinese A—Share Listed Companies

GAO Fang' ,FU Ren-hui’
(1. Management School, Ocean University of China, Qingdao 266100, China;

2. Rotterdam School of Management, Erasmus University, Rotterdam 3062PA, Netherlands)

Abstract: The application of new accounting standards is one of the most important accounting reforms.
What it brings to capital market is a main concern to accounting standard setters and users. For the first
time, Chinese A— share listed companies are used to examine the capital market consequences of the ac-
counting standards reform. Empirical evidence shows that the accounting standards reform significantly
improves stock liquidity, reduces the cost of equity capital, and increases firm value.

Key words: accounting standards reform; liquidity; cost of equity capital



