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Information Disclosure and Investor Protection:
Analysis of Market Risk,
Equity Liquidity and Firm Value

Wei-Peng Chen

Department of Information and Finance Management,
National Taipei University of Technology
Shufang Hsu
Department of Information Management,

National Kaohsiung University of Science and Technology

In 2011, the Securities and Futures Institute (SFI) began to adopt the new
Information Disclosure and Transparency Rankings System (IDTRS), which
evaluate the level of transparency for listed companies based on a seven-tier
ranking system. This study investigates the impacts of information disclosure on
corporate characteristics (i.e., market risk, equity liquidity, and firm value)
during the period from 2005 to 2014, and aims to clarify whether the adoption of
new system helps to describe the theoretical relationships between disclosure
ranking and these corporate characteristics. Evidences show that, under the
five-tier rating system, firms with voluntary disclosure have lower market risk,
higher equity liquidity and larger firm value; however, the links between
disclosure ranking and these corporate characteristics are unclear. After the
implementation of seven-tier rating system by ranking the original scores without
normalization, firms with higher disclosure ranking have lower market risk,
higher equity liquidity, and larger firm value, indicating that the new system
provides more reliable information for market investors. In summary, the
implementation of new IDTRS indeed contributes to information provision and
investor protection, suggesting that the information disclosure and transparency

should be more emphasized in the evaluation of corporate governance practice.

Key Words: Corporate governance, Risk management, Information transparency,

IDTRS.
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