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= Dissertation Title: Essays on the Consequences of Accounting Restatements
= Committee: Russell Lundholm (Chair), Rafael Rogo, Ralph Winter

Lubin School of Business, Pace University, USA
» M.S. in Financial Management 2010-2011

Ohio Wesleyan University (OWU), USA
*= B.A.in Accounting (magna cum laude) 2005-2009

RESEARCH INTEREST
Capital Market, Accounting Restatement, Investor Home Bias, Analyst Report, Corporate
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WORKING PAPERS

Reputation with Non-Equity Stakeholders and the Equity Market Reaction to Accounting
Restatements (Job Market Paper)

The Foreign Investor Bias against Quebec and its Linguistic Origins (with Russell
Lundholm and Rafael Rogo)
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BOOK CHAPTERS
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ABSTRACTS

Reputation with Non-Equity Stakeholders and the Equity Market Reaction to

Accounting Restatements (Job Market Paper)

Abstract: I examine how signals of reputation with the non-equity stakeholders affect
the market reaction to accounting restatements. Using Corporate Social Responsibility
(CSR) rating as a proxy for reputation with non-equity stakeholders, I find significantly
less negative market reaction to restatements for firms with better reputation. CSR’s
ability to assuage the investors in the event of a restatement is greater for material
restatements, which are likely to generate greater uncertainty about the restating firms’
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credentials as reliable business partners. On average, one standard deviation increase in
CSR can mitigate 18.2% of the share value loss triggered by restatements. Post-
restatement consequence analysis corroborates the results from the market reaction tests.
Following restatements, high-CSR firms experience smaller earnings-decreases and need
to engage in fewer reputation restoration activities. My results suggest that a significant
portion of the market value loss triggered by restatements reflects an expectation of
reputation damage with non-equity stakeholders, and CSR activities can dampen this
effect.

The Foreign Investor Bias against Quebec and its Linguistic Origins (with
Russell Lundholm and Rafael Rogo)

Abstract: We study the foreign investor bias against firms located in Quebec relative to
firms located in the Rest of Canada (ROC). Even though Quebec shares with the ROC the
same country, federal law, stock exchange, accounting standards, and Quebec firms make
all regulatory filings in both French and English, we document a significant US
institutional investor bias against Quebec firms relative to firms in the ROC. We find that
US investors hold a smaller percentage of Quebec firms than comparable ROC firms, and
place less weight on them in their Canadian portfolio. Within Quebec we find that the size
of the bias varies with the firm’s French online presence — a greater proportion of French
to English documents increases the bias against the firm. We also find that British
institutional investors exhibit a much larger bias against Quebec firms than French
institutional investors and, in some specifications, French investors actually favour
Quebec firms over firms in the ROC. These results suggest that the alignment of language
between the investor and the firm plays a significant role in determining the foreign
investor bias.
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