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Market reaction to MD&A information:
Evidence from Japanese firms listed in the U.S.
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Summar

This paper analyzes MD&A information which is qualitative inforymation on annual report. The firms which employed SEC
standard (SEC firms) intended more information disclosure with the progress of the time, and the firms which employed
Japanese standard (Japanese firms) intended concise information disclosure by analysis of the document length and the
number of the sentences. In addition, | calculated TF-IDF, which was an index to measure the relative importance of the
phrase about the MD&A information and analyzed the difference of the ratio of score in the previous year. As a result of
analysis, the Japanese firms tend to revise only at specific times while the SEC firms have tended to always revise MD&A
information. From the results, the Japanese firms intend more effective information disclosure. And, about MD&A information
and the reaction of the stock market, the volatility of the market was high in the SEC firms and the company which revised
MDR&A information. The much information that the SEC firms disclosed may affect the volatility of the market than the above
in Japan. The purpose of MD&A is to provide information for the decision making usefulness improvement of investors, but
the much information may cause confusion.
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®1. CBHEE (XFH. SECEERAER)
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Min. 2,113 1,970 1,835 1,793 1,836 1,950 2,045 1,877 2,123 2,108
1st Qu. 4,991 4,922 5,694 5,181 5,258 5,319 5,465 5,166 6,208 5,978
Median 11,041 13,147 12,063 11,913 14,689 14,722 16,397 15,007 14,395 13,873
Mean 14,493 16,400 15,826 16,007 16,535 17,925 19,291 19,174 20,045 19,302
3rd Qu. 21,547 22,874 22,902 22,936 23,022 23,636 28,853 29,239 29,256 27,570
Max. 49,708 52,980 58,520 57,353 58,258 63,691 68,790 72,379 73,404 61,965
R2. HEHE (XFH. BFEERALRE)
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Min. 367 405 466 885 406 665 638 641 643 673
1st Qu. 1,874 1,700 1,547 1,690 1,567 1,552 1,794 1,750 1,804 1,792
Median 2,781 2,989 3,053 2,835 2478 2,600 3,049 2,783 2,739 2,852
Mean 4,064 4,387 4219 4,388 4,349 4,436 4,445 4,280 4,334 4,053
3rd Qu. 4,808 5,107 4,674 5,066 4,852 4534 5,073 4,036 4,094 4115
Max. 13,194 18,792 18,082 19,159 20,703 20,542 18,931 18,112 18,847 22,237
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