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Abstract 

 

As more countries recognize and adopt IFRS (International Financial Reporting Standard). 

IFRS was widely adopted by Chinese Listed Companies in 2007. This article uses the data of 

2006-2007 and 2008-2009 in the sample of Listed Companies in China's financial industry to do 

empirical test of the impact of the adoption of IFRS on corporate financial performance. Empirical 

results suggest that the adoption of IFRS improved the accounting quality of Chinese listed firms. 

Although IFRS adoption has positive impact on the financial performance of China financial listed 

firms, the influence is not significant as predicted. The reasons may be the particularity of financial 

industry and the financial firms already have higher requirement for accounting standards. The 

actual situation needs further study to confirm.  
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I. Introduction 

This study focuses on the relationship between the IFRS (International Financial Reporting 

Standard) adoption and the financial performance of Chinese listed firms in the financial industry. 

The practical impact of the new accounting standards on the financial performance of listed 

financial companies in China is a subject worthy of study. In addition, the impact is based on the 

impact of IFRS on accounting quality, so it is necessary to verify the impact of IFRS on accounting 

quality at the same time. In the research, it mainly observes the influence of net profit and other 

control variables such as company size, asset turnover rate before and after IFRS adoption. As a 

fast-growing economy, China's capital market has also begun to receive extensive attention from 

investors around the world. The corresponding accounting standards are a dictionary to help 

external investors understand Chinese enterprises in the Chinese market. Although IFRS was 

widely recognized and adopted in the Chinese market in 2007, the uniqueness of Chinese 

accounting standards in China is still irreplaceable. The main differences are as follows. First, the 

Chinese accounting standards lack a conceptual framework. Chinese accounting standards do not 

adopt a systematic method to deal with relevant accounting items, but they adopt the method of 

dealing with the differences in IFRS separately. This method is quite ineffective and unclear. It 

needs to be improved and perfected. The differences in content also include that there is no 

requirement for the disclosure of some important accounting information in China’s accounting 

standards and that China’s accounting standard has not yet issued specific standards for many 

accounting issues. In form, the formal provisions of China's accounting standards are relatively 

simple and short, while IFRS and U.S. GAAP are more detailed. In the formulation mechanism, 

there are important differences between Chinese accounting standards and IFRS. China's 

accounting standards are formulated by the accounting department of the ministry of finance. The 

accounting standards committee is only a consulting body, and the scope of research and 

consultation in the process of standard formulation is relatively limited. In response to some of 
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the differences and problems mentioned above, the Ministry of Finance of China issued the 

Roadmap for the Continuous Convergence of China's Accounting Standards for Business 

Enterprises and International Financial Reporting Standards in 2010. This roadmap combines 

the needs of recent international and domestic situation development, and it makes important 

planning and deployment for further deepening accounting reform, promoting the construction of 

China's enterprise accounting standards and its continuous international convergence. In 2005, 

China has established a system of accounting standards for business enterprises which is similar 

to the international financial reporting standards (IFRS) and has been steadily and effectively 

implemented in listed companies and other large and medium-sized enterprises since 2007. Today, 

the world is in a period of great development, great change and great adjustment. With the 

deepening development of world multi polarization and economic globalization, the impact of the 

international financial crisis continues to show, the international political and economic pattern 

changes profoundly in the post financial crisis era, and the reform of the international financial 

regulatory system is actively promoted. Such a trend of accounting standards convergence can 

bring the following advantages. The release of the roadmap will help to improve the transparency 

of accounting information in China and undertake the global public accountability. The release of 

the roadmap will help to reflect China's special accounting problems to the IASB in a timely 

manner, improve the recognition, authority and practical operability of international financial 

reporting standards. The release of the roadmap will help to strengthen the accounting supervision 

of China's government and maintain economic and financial stability and development.  

This topic is of great significance to the makers of accounting standards and the practitioners 

of the financial industry. According to this result, the accounting standard maker can make more 

reasonable and universal accounting standard. The managers of financial enterprises can have a 

clearer understanding of the company's situation, and the accountants of financial enterprises can 

also understand some possible impacts on their daily work. This research is also helpful to the 
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external investors who invest in the Chinese market. External investors need to understand the 

environment of the investment market, and if the accounting standards are inconsistent, it will 

make it more difficult for investors to study, which will also lack some positive interaction in the 

market and market transparency. There is another dispute among the accounting scholars is that 

whether the company voluntarily adopts IFRS will have a significant impact on the company's 

performance. In the past, the research on companies that voluntarily adopt accounting standards 

still has practical and valuable significance. However, due to the current environment in which 

certain accounting standards are enforced, these results cannot be well applied (daske et al. 2008; 

Horton and serafeim 2010). Other studies fail to demonstrate the specific impact of IFRS on 

information quality in both scenarios, voluntary adoption of IFRS and involuntary adoption of 

IFRS. Daske et al. (2008) show that it is unlikely that the mandatory adoption of IFRS for capital 

market interests is due to the existence of pure IFRS. Daske (2006) found no evidence that IFRS 

can reduce the cost of capital. Atwood, Drake, Myers and Myers (2011) found that there was no 

change in the persistence of IFRS in the income report, nor in the future accounting value. On 

February 15, 2006, China issued a new accounting standards system for business enterprises, 

which consists of one basic standard and 38 specific standards. It has been implemented in listed 

companies since January 1, 2007, and other enterprises are encouraged to implement it. The 

biggest characteristic of the new accounting standards for business enterprises is that it pays 

attention to the integration with the world and achieves the substantial convergence with the 

international financial reporting standards. In the system of accounting standards for business 

enterprises, there are six financial business standards, including the No. 25 insurance contract and 

No. 26 reinsurance contract, which are only applicable to insurance companies, and the new 

accounting standards have the great impact on financial enterprises. The new accounting standards 

also put forward new requirements for employees in related industries. The new accounting 

standards also put forward new requirements for practitioners in related industries. Without 
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mastering the new accounting standards, financial instruments cannot be classified accurately, so 

that accountants cannot carry out accounting activities. Classification of financial instruments is 

the basis of recognition, measurement and reporting of financial accounting. Reading financial 

accounting standards carefully, we can find that classification of financial instruments is not a 

simple financial activity, but a reflection of the holding intention and ability of enterprise 

management. Accounting activity is no longer a simple bookkeeping and accounting, but a tool of 

operation and management. High quality financial report needs close cooperation and consistent 

understanding of financial personnel and management. The most important rule of the 

development of accounting standards is to adapt to the environment. To adapt to the environment 

is to adapt to the needs of economic and political development. Accounting standards have 

economic consequences, which will cause the redistribution of economic benefits between 

investors and creditors, and this distribution will have an impact on the whole macro-economy, so 

the change of accounting standards has a profound impact. 

Because of the rapid development of globalization and the Internet, enterprises all over the 

world are more closely linked. At this time, an accounting standard that can regulate accounting 

information among countries is particularly important. As a result, many accounting and financial 

scholars have begun to conduct more in-depth research on a series of accounting standards of 

IFRS and GAAP. Previous studies focused on the impact of accounting quality on value relevance 

and accounting quality, and the research scope did not include the financial industry and real estate 

industry. In previous studies, it was debated whether the impact of IFRS was applicable to 

financial enterprises. Many people are concerned that financial enterprises may be excluded due 

to the particularity of the industry and other reasons. Because the status and role of accounting 

standards in international trade is increasingly prominent. More and more Chinese companies are 

going to be listed in the United States, and the Chinese capital market is becoming more and more 
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open and dynamic. Therefore, making a good standard accounting standard is like clearing the 

obstacles for the rapid development of enterprises and markets.  

The empirical results of the study are as followings. Compared with the standard before 

revision, the regression coefficient of earnings per share decline and the standard of net assets per 

share increase after revision indicate the value relevance of earnings per share, net assets per share 

and the revised standard of improving stock price. IFRS adoption does improve the accounting 

quality of Listed Companies in China's financial industry to a certain extent. Other results about 

the financial performance of the China’s financial listed firms show that the importance of 

international financial reporting standards to international financial reporting standards is on the 

rise, which means that after the adoption of international financial reporting standards, the 

company's asset turnover rate is more relevant to international financial reporting standards, 

indicating that international financial reporting standards improve the impact of some indicators 

on the company's profitability.  

This study contributes to the influence of IFRS adoption on listed financial companies in 

China. The results are instructive for policy makers to make further revisions. Some details of 

financial industry in IFRS can be adjusted according to the result of the study. Practitioners in the 

financial industry can learn about the impact of IFRS on the financial industry from this study. 

Managers can adjust the financial department of the company according to the results and have a 

further understanding of the standardization of financial reporting. The staff of accounting 

department can adjust their financial statements according to the research results, improve the 

accounting quality, and create more potential earnings for the company. According to the research, 

government departments can learn more about the impact of IFRS adoption on the financial 

performance of Chinese financial listed companies, so as to carry out more scientific and rigorous 

market supervision and improve market efficiency and transparency. 
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The rest parts of the study are written as followings. In “Literature Review”, this part 

summarizes and introduces the relevant research on IFRS and accounting standards such as U.S. 

GAAP. In addition, this part also introduces the background of China's market and economic 

growth. These introductions help readers have a comprehensive understanding of the whole IFRS 

topic.  

II. Literature Review 

IFRS (International Financial Reporting Standard) is widely adopted by the contemporary 

enterprises around the world. The predecessor of IFRS is IAS that was published and revised by 

IASC (International Accounting Standard Committee) between 1973 and 2000. With the 

replacement of IASC into IASB, IFRS was published to replace certain international accounting 

principles. More than 100 countries had been adopted IFRS or intended to use the standard to 

guide their financial report since 2000 (SEC,2007). In recent years, China has shown great 

enthusiasm in participating in and implementing international accounting standards. China's new 

accounting standards have also achieved substantial convergence with IFRS. However, 

international convergence is a long process, and the formulation of IFRS is also a process of game 

among stakeholders. We should not only keep up with the international standards, but also 

correctly understand the formulation mechanism of the international accounting standards and 

actively participate in the formulation process, including actively making comments on the draft 

for comments, using the open mechanism of the IASB meeting to participate in the meetings and 

provide opinions, striving to improve the influence of China in the formulation of IFRS at all 

levels, and improving the status and role of China in the international accounting convergence To 

strive for more national interests and lay an accounting foundation for the healthy, sustained and 

rapid economic development. The restructured IASB has formed a crisis response mechanism that 

can respond to the new economic situation in a timely manner. At the end of March 2009, in 

response to the G20's suggestions on dealing with the financial crisis in London, the IASB 
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established the "financial crisis advisory and suggestion group", which is composed of members 

of IASB and FASB. Its main purpose is to provide the two standards committees with standards 

under the current financial crisis Forecast and suggestions on changes in fixed and international 

regulations. At the same time, IABS has accelerated cooperation and contact with FASB and asbj 

for G20's requirement of "making significant progress in setting high-quality globalization 

standards". In order to bring "GAAP" into international accounting standard system as soon as 

possible, IASB renewed its memorandum of understanding with FASB in 2008. Under the 

financial crisis, the international accounting standard system gradually reflects its influence and 

vitality.  

In addition to its own economic development needs, the international convergence of 

accounting standards is also an important reason for the revision of accounting standards in China. 

One of the reasons why the EU did not fully recognize China's market economy status before is 

that China's accounting standards are quite different from international ones. As we all know, 

China's loss in international trade is very serious because its accounting standards are not 

recognized internationally. Therefore, to eliminate the differences with international accounting 

standards is also an important reason for the reform of accounting standards in China. Compared 

with the old accounting standards, the main changes of the new accounting standards are reflected 

in the following aspects: first, involving the accounting basic principles and the measurement of 

accounting elements, the new basic standards make it clear that the accrual system and historical 

cost are no longer the recognition measurement principles of accounting; the introduction of the 

concept of fair value, including consultation value, market price and evaluation Price. 

Firstly, for China's finance, especially accounting industry, the current financial crisis is not 

only a challenge and difficulty, but also an opportunity. Due to the bubble boom of China's 

financial industry, especially the stock and bond market before the financial crisis, financial 

institutions and financial companies all focused their attention on the high returns of the financial 
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industry and ignored their high risks. The occurrence of the financial crisis has objectively 

promoted the whole economic system of our country as well as the practitioners of the financial 

industry to examine the financial industry from the basic perspective. The introduction of 

reasonable and high-quality international accounting standards and the legalization and efficiency 

of the economic system are a long-term and arduous process. The improvement of the standards 

and the economic system fills in the loopholes in the operation of the system and reduces the 

financial risks. Secondly, for the introduction of international accounting standards, especially the 

introduction of new rules, we still need to pay attention to the combination of the rationality of 

rules and the particularity of China's economic system. For our country, the introduction of 

international accounting standards is fundamentally to support the socialist economic construction, 

standardize the generation of economic information, and help the economic activity subjects to 

make reasonable economic decisions. China's unique socialist economic system with Chinese 

characteristics determines that the introduction of international accounting standards should not 

be mechanically copied, but it should be combined with the actual situation of economic activities. 

On the other hand, IASB does not require participating countries to copy their accounting 

standards completely, but to promote the comparability of accounting standards.  It is an inevitable 

requirement of economic globalization to formulate and implement a single and high-quality 

accounting standard on a global scale. Under the condition of competitive and global capital 

market, the importance of financial report is more prominent and has become the focus of all 

parties. China's current accounting standards have certain differences and distances from IFRS in 

accounting differences, preparation and disclosure requirements of financial reports. From the 

perspective of development, the impact of IFRS on China's enterprise financial accounting reports 

is positive, rapid and far-reaching. 

The financial performance is usually be measured in many metrics, such as profitability, 

solvency and the equity capital. The more obvious influence of IFRS is mostly in improving 
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transparency of the accounting information. Furthermore, it probably has an indirect positive 

effect on the financial performances of listed firms with the premise that IFRS can improve the 

quality of the financial report. 

Horton et al (2013)’s research suggests that the adoption of IFRS is beneficial to reduce the 

predictive error. However, they only focus on the difference between the voluntary adoption of 

IFRS and mandatory adoption of IFRS. It fails to show a whole scene of the effect of IFRS. In 

their study, they simply quote Quigley who is one of the proponents of IFRS’s perspective that 

listed companies must adopt a set of high-quality accounting standards to promote better operation 

of capital market without noticing the potential of the negative effect of IFRS on the financial 

report. 

Many studies demonstrate the positive influence of adopting IFRS to the relevance of the 

financial reports. Prather et al. (2007) find that there is a significant increase in the value relevance 

of profits after the IFRS adoption in German firms. Capkun et al (2008) find value relevance for 

earnings reconciliation adjustments from local GAAP to IFRS among nine European countries 

despite noted transition earnings management. 

Barth et al (2007)’s research also shows a positive impact of IFRS and accounting quality. 

Compared to firms under US GAAP, companies among 21 countries under IFRS have more timely 

loss recognition and stronger value relevance of accounting amounts. This difference between two 

studies can be illustrated by the same reason showed in the Soderstrom and Sun’s research that 

there are multiple factors to determine the influence of accounting standard. 

Soderstrom and Sun (2007) find that there may still be transnational differences on the 

accounting quality even if with the adoption of IFRS. Accounting quality is not just the result of 

accounting principles. This calls attention that it is one-sided to recognize the influence of IFRS 

without considering the legal and political system of the country. 
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Daske et al (2008)’s study indicates that although nearly 100 countries adopted IFRS, it is 

still controversial on the economic influence issue of IFRS. However, the mandatory IFRS 

adoption provides the evidence they need to do empirical research to find out the impact of the 

adoption. They analyze the effect in stock market liquidity, cost of equity capital, and other 

important parameters of the financial performance, but they encounter difficulties because of the 

variation of the benchmark samples. In addition, some of the samples are not representative 

because companies that switch to mandatory IFRS shortly before adopting IFRS will experience 

positive liquidity and valuation effects that may be the consequences of voluntary selection. 

Liu et al (2011)’s empirical study on the impact of IFRS on accounting quality in China shows 

that with mandatory adoption of IFRS for Chinese listed firms, accounting quality, especially 

reported earnings, has improved significantly. 

There is also a different point of view on the impact of accounting quality on Corporate 

Performance. This perspective is based on the theory that higher information quality either reduces 

the estimated risk of future returns or reduces the information asymmetry between investors and 

managers. This increases liquidity and ultimately reduces the required rate of return (Barry and 

Brown, 1985; Diamond and Verrecchia, 1991). In a word, it is not clear in theory and practice 

whether the international report reduces the cost of capital. 

Whether the company adopts IFRS voluntarily will have a great impact on the company's 

performance. Previous studies on companies that voluntarily adopt accounting standards still have 

practical and valuable significance. However, due to the current environment of mandatory 

adoption of certain accounting standards, these results cannot be applied well (Daske et al. 2008; 

Horton and Serafeim 2010). Daske et al. (2008) shows that it is unlikely that the mandatory 

adoption of IFRS for capital market interests is due to the existence of pure IFRS. Daske (2006) 

found that there was no evidence that IFRS could reduce the cost of capital. Atwood, Drake, Myers 
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and Myers (2011) find that there was no change in the persistence of IFRS in earnings reporting 

and no change in future accounting values. 

Some research results show that the impact of mandatory adoption of IFRS is uncertain. The 

overall results show that the forecast accuracy of some European and Australian companies has 

been improved after the adoption of IFRS (Wang et al. 2008; Byard et al. 2011; Preiato et al. 2009; 

Cotter et al. 2010; Tan et al. 2009). Byard et al (2011) find that the improvement of prediction 

accuracy only occurs in companies in countries and regions where the implemented system is 

quite different from IFRS. Tan et al. (2009) find no evidence that changes in accuracy increased 

the number of accounting differences between the company's domestic GAAP and IFRS. 

The wide adoption of IFRS in the world will lead to the growth of enterprise accounting 

comparability. Previous research has shown that when a company's GAAP is closer to foreign 

investors or analysts, it reduces investors' bias (Bradshaw, Bushee, and Miller 2004; Covig, 

Defond, and Hung 2007; Yu 2010). Other studies suggest that cultural, political and business 

differences continue to pose major obstacles to improving the comparability of accounting 

information. Cascino and Gassen (2010) find that the practice before the mandatory adoption of 

IFRS in Germany and Italy continued. Beneish, Miller and Yohn (2010) find that mandatory 

adoption of IFRS will increase liability instead of equity investment; this shows that IFRS does 

not provide comparable returns in the stock market. Lang, Maffett and Owens (2010) find that the 

accounting comparability of IFRS adoption did not improve. 

 

III. Hypothesis Development 

IFRS is written standard for financial reports formulated by the English-speaking countries 

with advanced economies (Sunder 2009; Tyrrall et al., 2007). According to the China Securities 

Regulatory Commission (SFC) and the National Bureau of statistics, by the end of 2018, the total 

market value of publicly traded shares in China was about $7 trillion dollars and $860 billion 



 

12 
 

dollars. Chinese economic achievement has been universally recognized. China joined WTO in 

2001. As the fact of economic globalization, the significance of IFRS is increasingly prominent.  

The application scope of international accounting reporting standards (IFRS) in the world is 

expanding. More than 100 countries or regions have directly adopted or converged with IFRS. 

Countries or regions such as the European Union, Australia, Hong Kong and other countries or 

regions began to adopt international standards as early as 2005. Since 2008, the international 

convergence of accounting has attracted much attention. Canada, India, South Korea, Japan and 

other countries have announced the adoption of international standards or similar plans. The 

United States has also stepped up the process of convergence with international norms and issued 

a road map for the adoption of international norms in November 2008. Since the outbreak of the 

financial crisis, although the related accounting problems caused by fair value have become the 

focus of the accounting community, the determination of the United States Securities and 

Exchange Commission (SEC) to converge on IFRS is still unshakable. 

Globalization and political expediency drive more countries and regions to choose and apply 

international accounting standards to adapt to the international convergence of IASB. Taking 

China as an example, as the second largest economy in the world, the accounting standards that it 

has been adopting have been connected with IFRS since 2007. Due to the influence of its special 

economic system, historical and cultural background and other factors, the process of Chinese 

style convergence is very complex but more worthy of exploration. Therefore, many scholars try 

to demonstrate whether the convergence of accounting standards has more advantages than 

disadvantages through continuous debate. 

It is meaningful to find out that whether IFRS has a great influence on enterprises and what 

the influences are in detail, especially for the development of listed firms. Because of the 

complicated factors that influence the market value of a company, it is necessary to integrate other 

factors and control variables in the research. For example, the main influence of local political and 
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market factors will be hidden beneath the surface. At the implementation level, there will 

inevitably be great inconsistencies among countries. (Ball, 2006) 

It is commonly believed that IFRS can help the firms to increase the transparency and 

reliability of the accounting information. It is easier for the oversea investors who are not familiar 

with the local accounting principle to get to know the information they need. Nevertheless, the 

implementation of IFRS among countries has great differences. This might cause the difficulty of 

reading financial report even if they are under the same accounting principle – IFRS. However, it 

is still necessary to explore the impact of IFRS on accounting quality in this study. 

 

H1: The relevance of accounting value will be significantly improved after the IFRS adoption.  

 

H2: The adoption of IFRS is expected to be positive related to financial performance of 

Chinese listed firms from the financial industry. 

 

IV. Methodology 

The study select data from 2006-2009 and Chinese listed financial companies as samples. 

Remove missing samples of key variables. In the end, 105 of 109 listed companies in China's 

financial industry were selected as the final samples. 

In this study, the model used to study accounting quality is the most commonly used price 

method model to study the value relevance of accounting information. In order to test the previous 

assumptions, the design model of this study is as follows. 

 

 P it =β0 + β1EPS it + β2BV it + β3Size it+β4 IFRS +ε it   

  

(1) 
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where i indexes firms in year t, explained variable P it represents closing price at the end of 

the last four months of the fiscal years divided by net income; EPS it represents earnings per share 

at the end of the year, which is calculated as net income divided by the number of shares; BV it 

represents net assets per share, which calculated as total shareholders' equity of the company 

divided by the numbers of shares; Size is the natural logarithm of the total assets. In order to 

compare the two stages before and after the adoption of IFRS, this study introduces a dummy 

variable IFRS that represents the adoption of IFRS event. When fiscal year is 2006-2007, IFRS is 

0; when fiscal year is 2008-2009, IFRS is 1(Barth et al., 2006; Lang et al., 2006; Ohlson, 1995; 

Hope, 2007) 

As prior research (Horton et al., 2013; Barth et al., 2008; Liu et al., 2011), with the adoption 

of IFRS, the accounting quality has been significantly improved. The smoothness of income 

decreases with the change of standards, while the value relevance of income increases with the 

change of standards. In order to examine how the change of the adoption of the accounting 

standards influenced the financial performance of the Chinese listed firms, the focus of this 

research is in the conversion period of the accounting standards of Chinese listed firms. The study 

includes control variables associated with the profitability, solvency and equity value. 

High accounting quality is one of the main factors of successful financial performances. 

Conversely, earnings management is used to measure the accounting quality because the 

accounting quality will significantly influence metrics in the financial reports. The most important 

aspect of earnings management is profitability and it will be measured by scaled net income. There 

are some control variables identified in the previous studies to do the regression analysis (Barth 

et al., 2006; Lang et al., 2006; Paananen & Lin, 2009; Liu et al., 2011).  

 

ΔNI it =β0 + β1Size it + β2Growth it + β3Eissue it + β4Dissue it + β5Turn it + β6Lev + 

β7CFO+β8 IFRS +ε it    

(2) 
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where i indexes firms in year t, ΔNI is the change of net income scaled by total asset; Size is 

the natural logarithm of the total assets; Growth is the percentage changes of sales revenue; Eissue 

is the percentage change of the common shareholders’ equity; Dissue is the percentage change of 

the total liability; Turn is the sales revenue divided by total assets; Lev is the financial leverage, 

which calculated as total liabilities divided by shareholders’ equity; CFO is the cash flow from 

operating activities scaled by total assets. In order to compare the two stages before and after the 

adoption of IFRS, this part also introduces a dummy variable IFRS that represents the adoption of 

IFRS event. When fiscal year is 2006-2007, IFRS is 0; when fiscal year is 2008-2009, IFRS is 1 

(Liu et al., 2011). 

 

V. Sample, Descriptive Statistics and Results 

Chinese firms from the financial industry with the financial information is available in 

CSMAR. Data from the 2006 to 2009 two periods around the adoption of IFRS are selected for 

this study. The companies with the missing values are removed to reduce the difference between 

the samples. A total of 105 out of 109 financial corporations were studied.  

From table 1 it can be found out that although the average value of the stock price has declined, 

the standard deviation of all variables has been significantly reduced. The distribution of earnings 

per share and net assets per share is relatively concentrated, and the size of the company is 

relatively concentrated, but there is a trend of small dispersion. 
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Table 1 

Descriptive Statistics (2006-2007) 

 Variable  Obs  Mean  Std.Dev.  Min  Max 

 Price 161 95.108 151.797 5.993 941.867 

 EPS 166 .311 .924 -4.072 4.086 

 BV 166 3.082 3.838 -3.774 24.08 

 Size 166 21.973 2.01 15.468 29.793 

 

 

Descriptive Statistics (2008-2009)  

 Variable  Obs  Mean  Std.Dev.  Min  Max 

 Price 163 75.164 120.496 6.27 809.924 

 EPS 166 .349 .603 -1.965 2.211 

 BV 166 2.975 2.687 -6.405 9.775 

 Size 166 21.946 2.16 14.937 30.098 

 

***note: Price: closing price at the end of the last four months of the fiscal years divided by net 

income; EPS: earnings per share at the end of the year; BV: net assets per share, which calculated 

as total shareholders' equity of the company divided by the numbers of shares; Size: natural 

logarithm of total asset. 

 

Table 2 shows the descriptive statistics of sample variables studied in the two periods. The 

mean of net income scaled by total asset is increasing 1% after the adoption of IFRS. The mean 

of Size is increase 0.2 after the adoption of IFRS. However, the mean of growth of sales revenue 

decrease 1.03 after the IFRS adoption. The growth tends to stagnate.  
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Table 2 

Descriptive Statistics (2006-2007) 

Variable  Obs  Mean  Std.Dev.  Min  Max 

 NI 161 .034 .531 -3.987 6.109 

 Size 161 21.972 2.01 15.468 29.793 

 Growth 161 3.873 70.839 -104.95 1381.656 

 Turn 161 .394 .411 -.016 2.779 

 Leverage 161 398.053 234.235 1 795 

 Eissue 161 399.25 236.121 1 802 

 Dissue 161 2.391 16.398 -.999 191.502 

CFO 161 .912 9.251 -5.45 172.613 
 

 

Descriptive Statistics (2008-2009) 

Variable  Obs  Mean  Std.Dev.  Min  Max 

 NI 165 .004 .257 -3.155 2.139 

 Size 165 21.946 2.16 14.937 30.098 

 Growth 165 1.14 25.15 -265.824 239.563 

 Turn 165 .47 .571 0 5.417 

 Leverage 165 401.381 226.512 6 795 

 Eissue 165 398.42 226.298 1 801 

 Dissue 165 38.531 588.939 -1 11525.79 

 CFO 165 .135 4.13 -48.562 55.4 

 

***note: NI: The change of Net Income scaled by total asset; Growth: the percentage change of 

Revenue Turn: Asset Turnover; Eissue: the percentage change of shareholders’ equity; Dissue: 

the percentage change of total liability; CFO: cash flow from operating activities 

 

In table 3, the study found that only the correlation between price and EPS passes the 10% 

significance test, the correlations between price and other variables are not significant, though 

there is a significant correlation between the control variables.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

18 
 

Table 3 

Correlation Matrix 

Variables (1) (2) (3) (4) 

(1) Price 1.000 

(2) EPS 0.030* 1.000 

(3) BV 0.045 0.637*

** 

1.000 

(4) Size -0.017 0.496*

** 

0.485*

** 

1.000 

 

*** p<0.01, ** p<0.05, * p<0.1 

***note: Price: closing price at the end of the last four months of the fiscal years divided by net 

income; EPS: earnings per share at the end of the year; BV: net assets per share, which calculated 

as total shareholders' equity of the company divided by the numbers of shares; Size: natural 

logarithm of total asset. 

 
Table 4 represents the correlation among net income (NI) and other control variables. In the 

following table, the result shows that control variables GROWTH and TURN are significant to 

NI; CFO is significant to NI and their correlations pass the 5% significance test. The value 

relevance among control variables is still noteworthy. Turn, Eissue and Dissue are significant to 

the Growth. However, the level of significance is not high as predicted.  
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Table 4 

Correlation Matrix  

 Variables (1) (2) (3) (4) (5) (6) (7) (8) 

  (1) ni 1.000 

  (2) size -0.002 1.000 

  (3) growth 0.081*

* 

0.032 1.000 

  (4) turn 0.079*

* 

-

0.293*

** 

0.001 1.000 

  (5) eissues 0.003 0.344*

** 

0.131*

** 

-

0.071*

* 

1.000 

  (6) dissue -0.001 0.125*

** 

0.066* -0.036 0.080*

* 

1.000 

  (7) lev -0.016 0.411*

** 

0.025 -

0.184*

** 

0.100*

** 

0.054 1.000 

  (8) cfo 0.084*

* 

-

0.057* 

-0.005 0.026 0.015 -0.003 -

0.080*

* 

1.000 

 

*** p<0.01, ** p<0.05, * p<0.1  
 

***note: NI: The change of Net Income scaled by total asset; Growth: the percentage change 

of Revenue Turn: Asset Turnover; Eissue: the percentage change of shareholders’ equity; Dissue: 

the percentage change of total liability; CFO: cash flow from operating activities 

 

 

The (1) and (2) represent two periods 2006-2007, 2008-2009 respectively. Compared with 

that before the revision of the standard, the regression coefficient of earnings per share decreased 

and the coefficient of net asset per share increased after the revision of the standard, which shows 

that the value relevance of earnings per share, net asset per share and stock price is enhanced after 

the revision of the standard. Although the result shows certain degree of positive relationship, the 

hypothesis 1 still cannot be verified. 
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Table 5 

Regression Analysis of Stock Price 

 (1) (2) 

VARIABLES price price 

   

EPS 9.642 -32.641 

 (0.307) (-0.846) 

BV -1.601 18.695** 

 (-0.270) (2.045) 

Size 4.517 -12.972* 

 (0.485) (-1.746) 

Constant -3.511 323.418** 

 (-0.017) (2.077) 

   

Observations 166 166 

R-squared 0.208 0.281 

Year FE YES YES 

Industry FE YES YES 

   

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1  

***note: Price: closing price at the end of the last four months of the fiscal years divided by net 

income; EPS: earnings per share at the end of the year; BV: net assets per share, which calculated 

as total shareholders' equity of the company divided by the numbers of shares; Size: natural 

logarithm of total asset. 

 

 

In table 6 and table 7, the regression analytic result of NI is separately presented according 

to two methods to use the dummy variable to differentiate the targeted data. In table 6, (1) 

represents the regression analysis of NI in the first period (2006-2007); (2) represents the 

regression result of NI in the second period (2008-2009); (3) represents the combination analysis 

of two periods.  

The result shows an increasing trend of the Turn’s significance to the NI, which means that 

after the adoption of IFRS, the companies asset turnover has more positive relevance with the NI, 

showing the IFRS increase some of the index’s effect on the profitability of the companies. 

Hypothesis 2 is verified to a certain degree. Standardized management of accounting standards is 

not only conducive to improving the quality and effect of financial reports, but also can provide 

reliable information and data basis for the establishment of the performance evaluation system of 

enterprises. Moreover, with the deepening of scientific and theoretical management of our 



 

21 
 

enterprises, the methods and methods of performance evaluation are becoming more and more 

mature. The process of performance evaluation is also changing from traditional methods to 

modern methods. Under the influence of new accounting standards, the performance evaluation 

system of enterprises is more and more moving towards the direction of refined management. 

Table 6 

Regression Analysis of NI 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

***note: NI: The change of Net Income scaled by total asset; Growth: the percentage change of 

Revenue Turn: Asset Turnover; Eissue: the percentage change of shareholders’ equity; Dissue: 

the percentage change of total liability; CFO: cash flow from operating activities; (1):2006-2007; 

(2):2008-2009; (3):2006-2009 

 

 

In table 7, it shows that although the coefficient of IFRS is small, it still shows positive 

relevance between the IFRS adoption and the NI. IFRS might positively influence the NI by 

 (1) (2) (3) 

VARIABLES NI NI NI 

    

Size 0.020 -0.002 0.006 

 (1.311) (-0.315) (0.753) 

Growth 0.000 -0.000 0.000 

 (0.272) (-0.443) (0.286) 

Turn 0.339*** -0.053** 0.070** 

 (5.133) (-2.313) (2.338) 

Eissue -0.000 0.000 -0.000 

 (-0.621) (0.999) (-0.096) 

Dissue 0.000 -0.000 -0.000 

 (0.131) (-0.153) (-0.050) 

Leverage -0.000 0.000 -0.000 

 (-0.465) (1.040) (-0.158) 

CFO 0.005* 0.000 0.005** 

 (1.915) (0.018) (2.386) 

Constant -0.500 0.028 -0.144 

 (-1.558) (0.194) (-0.847) 

    

Observations 161 165 326 

R-squared 0.376 0.321 0.214 

Year FE YES YES YES 

Industry FE YES YES YES 
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increase the accounting quality and enhance the credibility of Chinese listed firms in financial 

industry.  

In summary, the adoption of IFRS generally positively influenced the Chinese financial listed 

firms during the transformation period. The mean of NI and Size is increasing. One of the reasons 

why the influence is not significant as predicted is that the financial industry may already had high 

standard for their accounting report because of the industry particularity. 

Table 7 

Regression Analysis of NI with IFRS 

 (1) 

VARIABLES NI 

  

Size 0.000 

 (0.481) 

Growth 0.000 

 (1.135) 

Turn 0.752*** 

 (34.191) 

Leverage 0.000 

 (0.270) 

Eissue -0.000* 

 (-1.959) 

Dissue -0.000 

 (-0.120) 

CFO -0.000 

 (-0.029) 

IFRS 0.006** 

 (2.605) 

Constant -0.013 

 (-0.968) 

  

Observations 326 

R-squared 0.932 

Year FE YES 

Industry FE YES 

  

t-statistics in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

***note: NI: Net Income; Growth: the percentage change of Revenue Turn: Asset Turnover; 

Eissue: the percentage change of shareholders’ equity; Dissue: the percentage change of total 

liability; CFO: cash flow from operating activities 
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VI. Conclusion 

This study analyzes the impact of IFRS adoption on the financial performance of listed 

financial companies in China. Before the analysis of the impact on financial performance, this 

study simply verifies the impact of IFRS on the accounting quality of China's financial listed 

companies. Although the research results are not strongly supported by the hypothesis, the 

hypotheses are still positively supported by the study result. The results of this study are also 

similar to the previous empirical evidence of the Daske et al.’s study (2008) and the Liu et al.’s 

study (2011). However, there is still a gap between the empirical results and the data, which can 

only partially prove the positive correlation between IFRS adoption and the financial performance 

of Chinese listed companies. Financial enterprises have the characteristics of high debt and high 

risk. They not only pay attention to profitability, security and liquidity, but also pay attention to 

the level of capital adequacy and various risks. According to the traditional accounting treatment, 

because of the uncertainty of derivative financial instruments, it is difficult to recognize them as 

assets or liabilities, only as off-balance sheet items to be disclosed in the notes to the statements. 

However, the new accounting standards will better deal with these financial derivatives, so the 

results show a certain positive correlation. 

The limitations of this study are obvious. Data only comes from one industry in one major 

country. Liu et al (2011) have a study on the Chinese Listed firms from other industries, except 

financial industry and real estate industry. Therefore, this study only focuses on the financial 

industry of Chinese Market and the Sample in the CSMAR database is quite small. And due to 

some incomplete value issues, only 105 out of 109 companies are used as the sample to study the 

impact of adoption of IFRS eventually. Therefore, the sample size is too small and lacks 

universality. The only model used in this study for analyze the financial performance is revised 

on the model from previous studies. It can only partially show the impact of IFRS to the financial 

industry and the impact mainly related to the profitability. The limitations of this study also include 
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ignoring the impact of voluntary adoption of IFRS on corporate performance. Although previous 

studies have not been able to confirm this effect, ignoring this factor is still a limitation.  
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