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BA932: PhD Seminar in Accounting Theory: Disclosure Issues 

Spring 2023 

  
Professors: Qi Chen and Xu Jiang Secretary: Galina Meyle 

Office: A438, qc2@duke.edu, 660-7753  for Chen A403F 

Office: A434, xj11@duke.edu, 660-7928 for Jiang             gmeyle@duke.edu             

  

This doctoral course studies the use of analytical models to address accounting questions and this 

term. This year we will focus on broad issues of role and disclosure of public information in 

general and that of accounting information in specific in financial markets. The goal is two folds: 

first is to introduce the basic insights and modeling tools often used in accounting analytical 

research in disclosure to the capital markets so that you will have a solid understanding of the 

basic economic concepts and the underlying mechanisms; and second is to evaluate and discuss 

the current state of accounting analytical research in the area of disclosure to the capital markets, 

identify open questions and explore future research opportunities. Overall, the course is designed 

to develop your ability to read and understand analytical research and to see their connections 

with the basic economic concepts, and in doing so, develop an appreciation of high-quality 

research works (both analytical and empirical).  

 

Most of the issues are also discussed in the empirical PhD seminars BA 931 and BA 933, albeit 

from the empirical angle, and you will see some of the empirical references on the reading list 

discussed in those classes.  

 

The course is based on original research papers. The following books provide more in-depth 

discussion of topics of public information in general. 

 

Veldkamp, Laura. 2011. Information choice in macroeconomics and finance. Princeton 

University Press.  

 

Brunnermeier, Markus. 2001. Asset pricing under asymmetric information: bubbles, crashes, 

technical analysis and herding. Oxford University Press. 

 

There will be homework assignments (the exact number of assignments to be determined).  The 

homework will require application and perhaps extension of the basic ideas in the course.  You 

may work in groups on the homework assignments. Yet, please turn in one assignment per 

person.  

 

Performance in the course will be assessed by class participation, quality of presentation, 

homework assignments (50%) and a final examination (50%).  The final exam will be 

comprehensive and will be in the form of problems of the type found in the homework 

assignments. 

 

All classes take place on Tuesdays from 3pm-6pm.  

Location: DeSanctis seminar room, Fuqua. 

 

 

mailto:qc2@duke.edu
mailto:xj11@duke.edu
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Reading List  
 

Papers with [R] are good review/survey papers that can give you a good overview of the basic 

issues, the progress of the literature and the remaining challenges (up to the time when the 

survey was written). You do not need to read them in advance. In fact, it may be better to read 

them after each topic is covered in class as you may find yourself better appreciating the points 

made in those papers.  

 

Papers with [e] are selected examples of recent empirical papers that are directly motivated by 

related theory works; they provide good examples of how to generate theory-based empirical 

ideas.  

 

Some of the papers marked with [R] and [e] are also listed in the syllabus of some of the 

empirical seminars.  

 

We will spend most of our time discussing papers with [*] during classes. We deliberately 

choose to focus on a small number of classical papers this time so we are able to do an in-depth 

discussion of those papers. We will mention other relevant papers in class. We want to 

emphasize that you would not be able to appreciate most, if not all, of the insights and subtleties 

of the papers by reading them once. For some papers, you will see that you would have a deeper 

understanding if you come back to them in a few years when you have a better understanding of 

the accounting literature (and that applies to us as well).  

 

 

Module 1: Introduction and traditional models on price efficiency [2 classes] 

 

[R] Goldstein, I. and L. Yang (2017) Information disclosure in financial markets. Annual Review 

of Financial Economics 9: 101-125 (Sections 2 and 3, pages 103-112). 

 

*Verrecchia, R. 1982. “The use of mathematical models in financial accounting,” Journal of 

Accounting Research 20 (Supplement): 1-42. 

 

*Grossman, S. J. and J. E. Stiglitz, 1980. On the impossibility of informationally efficient 

markets. American Economic Review 70: 393-408. [Read it for the underlying economic thought. 

We use the setup in Verrecchia (1982) Sections 3 and 4 to explain the model part.]  

 

*Kyle, P. 1985. “Continuous Auctions and Insider Trade,” Econometrica 53: 1315-1335 (read 

the first two sections). 

 

[e] Easley, D., Hvidkjaer, S. and O'hara, M., 2002. Is information risk a determinant of asset 

returns?. The journal of finance, 57(5), pp.2185-2221. 

 

[e] Botosan, C.A., 1997. Disclosure level and the cost of equity capital. Accounting review, 

pp.323-349. 

 

file:///H:/public_html/BA532/1982%20JAR%20Verrecchia.pdf
file:///H:/public_html/BA532/1982%20JAR%20Verrecchia.pdf
file:///H:/public_html/BA532/1985%20EMA%20Kyle.pdf
file:///H:/public_html/BA532/1985%20EMA%20Kyle.pdf
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[e] Leuz, C. and Verrecchia, R.E., 2000. The economic consequences of increased 

disclosure. Journal of accounting research, pp.91-124. 

 

 

Module 2: Price efficiency and real efficiency – the feedback effect [2 classes] 

 

[R] Bond, Edmans, and Goldstein (2012): The real effects of financial markets. Annual Review 

of Financial Economics 2012, Vol. 4: 339-360 

(http://faculty.washington.edu/apbond/research/annurev-financial-110311-101826.pdf) 

 

[R] Goldstein, I., 2022. Information in Financial Markets and Its Real Effects. Working Paper.  

(https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4180871) 

 

[R] Goldstein, I. and L. Yang (2017) Information disclosure in financial markets. Annual Review 

of Financial Economics 9: 101-125. (Section 4, pages 112-118) 

 

*Goldstein, I., & Yang, L. (2019). Good disclosure, bad disclosure. Journal of Financial 

Economics, 131(1), 118-138. 

 

*Edman, Goldstein, and Jiang. 2015. “Feedback Effects, Asymmetric Trading, and the Limits to 

Arbitrage.” American Economic Review 105 (12): 3766-3797. 

 

*Gao, P., & Liang, P. J. (2013). Informational Feedback, Adverse Selection, and Optimal 

Disclosure Policy. Journal of Accounting Research, 51(5), 1133-1158. 

 

[e] Luo Y. 2005. Do insiders learn from outsiders? Evidence from mergers and acquisitions. J. 

Finance 60(4):1951–82 

 

[e] Chen, Q., Goldstein, I., & Jiang, W. (2007). Price informativeness and investment sensitivity 

to stock price. Review of Financial Studies, 20(3), 619-650. 

 

[e] Foucault, T., & Frésard, L. (2012). Cross-listing, investment sensitivity to stock price, and the 

learning hypothesis. The Review of Financial Studies, 25(11), 3305-3350.  

 

[e] Foucault, T., & Fresard, L. (2014). Learning from peers' stock prices and corporate 

investment. Journal of Financial Economics, 111(3), 554-577. 

 

[e] Bai, J., Philippon, T., & Savov, A. (2016). Have financial markets become more 

informative?. Journal of Financial Economics, 122(3), 625-654. 

 

[e] Edmans, A., Jayaraman, S., & Schneemeier, J. (2017). The source of information in prices 

and investment-price sensitivity. Journal of Financial Economics, 126(1), 74-96. 

 

 

 

http://faculty.washington.edu/apbond/research/annurev-financial-110311-101826.pdf
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=4180871


 4 

[e] Jayaraman, S., & Wu, J. S. (2019). Is silence golden? Real effects of mandatory 

disclosure. The Review of Financial Studies, 32(6), 2225-2259. 

 

[e] Jayaraman, S., & Wu, J. S. (2020). Should I stay or should I grow? Using voluntary 

disclosure to elicit market feedback. The Review of Financial Studies, 33(8), 3854-3888. 

 

[e] Edmans, A., Goldstein, I., & Jiang, W. (2012). The real effects of financial markets: The 

impact of prices on takeovers. The Journal of Finance, 67(3), 933-971. 

 

Module 3: Verifiable Disclosure with Strategic Withholding 

 

[R] Healy, P.M. and Palepu, K.G., 2001. Information asymmetry, corporate disclosure, and the 

capital markets: A review of the empirical disclosure literature. Journal of accounting and 

economics, 31(1-3), pp.405-440. 

 

[R] Beyer, A., Cohen, D.A., Lys, T.Z. and Walther, B.R., 2010. The financial reporting 

environment: Review of the recent literature. Journal of accounting and economics, 50(2-3), 

pp.296-343. 

 

[R] Stocken, P.C., 2013. Strategic accounting disclosure. Foundations and Trends® in 

Accounting, 7(4), pp.197-291. (Chapter 2, pages 205-225).  

 

*Milgrom, Paul. 1981, “Good news and bad news: representation theorems and applications,” 

The Bell Journal of Economics 12, Autumn, 380-391. 

 

* Jung, W. and Y. Kwon. 1988. Disclosure when the market is unsure of information endowment 

of managers. Journal of Accounting Research 26(1): 146-153.  

 

* Verrecchia, R.E., 1983. Discretionary disclosure. Journal of Accounting and Economics, 5, 

pp.179-194. 

 

*Shin, H. 1994. News Management and the Value of Firms.  The Rand Journal of Economics 

25(1): 58-71;  

 

[e] M. Krishnan, S. Sankaraguruswamy and H. Shin. 1996. Skewness of Earnings and the 

Believability Hypothesis: How Does The Financial Market Discount Accounting Earnings 

Disclosures? (available at https://papers.ssrn.com/sol3/papers.cfm?abstract_id=15038)   

 

[e] Kothari, S.P., Shu, S. and Wysocki, P.D., 2009. Do managers withhold bad news?. Journal of 

Accounting research, 47(1), pp.241-276. 

 

Module 4: Reporting Discretion and Earnings Management  

 

[R]  Healy, P.M. and Wahlen, J.M., 1999. A review of the earnings management literature and its 

implications for standard setting. Accounting horizons, 13(4), pp.365-383. 

 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=15038
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[R] Ewert, R. and Wagenhofer, A., 2012. Earnings management, conservatism, and earnings 

quality. Foundations and Trends® in Accounting, 6(2), pp.65-186. (Chapter 2, pages 73-114).  

 

[R] Stocken, P.C., 2013. Strategic accounting disclosure. Foundations and Trends® in 

Accounting, 7(4), pp.197-291. (Chapter 4, pages 247-268). 

 

*Fischer, P.E. and Verrecchia, R.E., 2000. Reporting bias. The Accounting Review, 75(2), 

pp.229-245. 

 

*Dye, R. A., & Sridhar, S. S. (2004). Reliability‐Relevance Trade‐Offs and the Efficiency of 

Aggregation. Journal of Accounting Research, 42(1), 51-88. 

 

[e] Ferri, F., Zheng, R. and Zou, Y., 2018. Uncertainty about managers’ reporting objectives and 

investors’ response to earnings reports: Evidence from the 2006 executive compensation 

disclosures. Journal of Accounting and Economics, 66(2-3), pp.339-365. 

 

[e] Fang, V.W., Huang, A.H. and Wang, W., 2017. Imperfect accounting and reporting bias. 

Journal of Accounting Research, 55(4), pp.919-962. 

 

Module 5: Models of Accounting Conservatism 

 

[R] Ewert, R. and Wagenhofer, A., 2012. Earnings management, conservatism, and earnings 

quality. Foundations and Trends® in Accounting, 6(2), pp.65-186. (Chapter 4, pages 142-178). 

 

*Chen, Q., T. Hemmer, and Y. Zhang. 2007. On the relation between conservatism in accounting 

standards and incentives for earnings management. Journal of Accounting Research 45: 541-565. 

 

*Gigler, F., Kanodia, C., Sapra, H., & Venugopalan, R. (2009). Accounting conservatism and the 

efficiency of debt contracts. Journal of Accounting Research, 47(3), 767-797. 

 

*Goex, R. F., & Wagenhofer, A. (2009). Optimal impairment rules. Journal of Accounting and 

Economics, 48(1), 2-16. 

 

[e] Basu, S., 1997. The conservatism principle and the asymmetric timeliness of earnings. 

Journal of accounting and economics, 24(1), pp.3-37 

 

[e] Dyreng, Scott D., Rahul Vashishtha, and Joseph Weber. “Direct evidence on the 

informational properties of earnings in loan contracts.” Journal of Accounting Research 55, no. 2 

(2017): 371-406. 

 

Module 6: Real effects of accounting disclosure in the capital market – different from 

feedback effect 

 

[R] Kanodia, C., 2007. Accounting disclosure and real effects. Foundations and Trends® in 

Accounting, 1(3), pp.167-258. 
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[R] Kanodia, C. and Sapra, H., 2016. A real effects perspective to accounting measurement and 

disclosure: Implications and insights for future research. Journal of Accounting Research, 54(2), 

pp.623-676. 

 

[R] Roychowdhury, S., Shroff, N. and Verdi, R.S., 2019. The effects of financial reporting and 

disclosure on corporate investment: A review. Journal of Accounting and Economics, 68(2-3), 

p.101246. 

 

*Kanodia, C. and D. Lee. 1998. Investment and disclosure: The disciplinary role of periodic 

performance reports. Journal of Accounting Research 36(1): 33-55. 

. 

*Kanodia, C., Singh, R. and Spero, A.E., 2005. Imprecision in accounting measurement: Can it 

be value enhancing?. Journal of Accounting Research, 43(3), pp.487-519. 

 

[e] Kraft, A.G., Vashishtha, R. and Venkatachalam, M., 2018. Frequent financial reporting and 

managerial myopia. The Accounting Review, 93(2), pp.249-275. 

 

[e] Agarwal, V., Vashishtha, R. and Venkatachalam, M., 2018. Mutual fund transparency and 

corporate myopia. The Review of Financial Studies, 31(5), pp.1966-2003. 

 

[e] Breuer, M., 2021. How Does Financial‐Reporting Regulation Affect Industry‐Wide Resource 

Allocation? Journal of Accounting Research, 59(1), pp.59-110.  

 

[e] Christensen, H.B., Floyd, E., Liu, L.Y. and Maffett, M., 2017. The real effects of mandated 

information on social responsibility in financial reports: Evidence from mine-safety records. 

Journal of Accounting and Economics, 64(2-3), pp.284-304. 

 

[e] Rauter, T., 2020. The effect of mandatory extraction payment disclosures on corporate 

payment and investment policies abroad. Journal of Accounting Research, 58(5), pp.1075-1116. 

 


