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ABSTRACT 

The purpose of this study is to explore the impact of information transparency 

on evaluation of earnings. To examine this issue, we employ the ERC (earnings re-

sponse coefficient) model and proxy for information transparency by the disclosure 

index derived from the Transparence Ranking System of the Securities & Futures In-

stitute. For a sample of firms listed in 2006 on the Taiwan Stock Exchange Market or 

on the GreTai Securities Market, we find that the interaction between information 

transparency and unexpected earnings is negatively associated with the standardized 

accumulated abnormal returns (SCAR), implying that investors are easier to detect 

the unexpected earnings or less surprised to the unexpected earnings when firms are 

more transparent. 
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