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ABSTRACT

The purpose of this study is to understand the impact of the earnings manage-
ment on the evaluation of corporate investors. Taking Taiwan’s listed IC design
houses as our samples, the sample period starts from 2004 to 2008.

For the whole sample, the empirical results are as follows:

1. Investors can detect the earnings management behavior of the corporate and

adjust its earnings evaluation.

2. Investors have higher market response on the company's down side earnings

manipulation.

3. Investors have lower market response on the company's up side earnings

manipulation.

These findings imply that investors can recognize earnings manipulation, and

adjust its assessment of the company.

Key Words: earnings management, earnings response coefficient (ERC), earnings

information content
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