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Empirical Analyses of Earnings Management before Securities Issue
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Firms raise funds by issuing securities such as stocks and bonds. Since
stock prices and bond interest rates are affected by earnings figures immediately before securities
issue, managers have an incentive to manage earnings. This paper focuses on Japanese firms and
examines whether managers manage earnings immediately before securities issue. I find that managers
engage in accrual-based and real earnings management to increase earnings in the year prior to
seasoned equity offerings, straight bond issues, and convertible bond issues.
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