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This project investigates how the accounting information is impounded into stock
price and how it affects investors’ decision making. We use two market microstructure variables, the
probability of information-based trades and the probability of symmetric order-flow shocks, both of them
are estimated by using high frequency data. Then, we conduct several empirical studies and confirmed
important findings. Most relevant results are as follows:

(1§ The firms with lower information asymmetry and higher liquidity had a higher tendency to disclose
their guarterly financial statements. Thus, the new disclosure requirement did not necessarily improve
the information asymmetry and liquidity of firms. (2) Shares held by founding family is positively
associated with information asymmetry, which may affects cost of equity. Family firms in Japan conduct
more voluntary and timely disclosure for the sake of minority stockholders and increase leverage to
reduce the level of WACC.
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