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Accounting Conservatism and Protection of Creditors” Interests

—A Research Based on Lawsuits between Banks and Listed Companies
Zhu Jigao

This paper investigates creditors’ demand for conservatism. Using lawsuit data between banks and listed companies the paper investigates whether
banks require the firms to take conservatism policy ( two years before the law suit one year before the law suit and the law suit year) and whether differ—
ent types of banks have different levels of demand for conservatism. The paper finds that compared with firms who are not been suited by banks firms
suited by banks take more conservative accounting policy. The paper also finds that non — big — four state — owned banks demand higher level of conserva—
tism. Further investigation also shows that firms suited by banks bear higher loan interests. The findings support that conservatism can help banks take fur—

ther steps to protect their interests.

Motives of Horizontal Mergers: Market Power or Efficiency?
—A Case Study Based on the Coca — Cola’s Acquisition of Huiyuan

Li Qingyuan et al.

In this paper combined with case study on horizontal merger between Coca — Cola and Huiyuan which is the first case rejected by the Chinese Min—
istry of Commerce according to the Antitrust Law we discuss the theories of motivation for horizontal mergers. By analyzing the wealth effect of the acqui-
rer and target upstream firms and their rivals we find that the empirical results from the capital market seem to be more support for the productive effi—
cient theory rather than the market power theory. The market expects that the merger between Coca — Cola and Huiyuan will create synergy rather than
lead to collusion behaviors. The deal between Coca — Cola and Huiyuan will make the competition in the downstream market much fiercer. and Huiyuan
hopes to change its focus to the upstream from the downstream industry which will also intensify the competition in the upstream market. The further study
about the productive efficient theory shows that there will be many different kinds of Synergies concluding management operating and financial Synergies

between the two parties. Synergistic Effect is the main motive for this horizontal merger.

On a Double — edged Sword in the Corporate Cross — Shareholdings:
Case Studies Based on Corporate Governance Framework

Ran Mingdong

This paper studies the effect of corporate cross — shareholdings under the framework of corporate governance. Cross — shareholding is a double — edged
sword for the company. In theory the paper argues that the theoretical framework of corporate governance is a powerful tool for analysis of cross — share—
holdings and the effect of cross — shareholdings is two sides of the same coin. The two cases show that the shortcomings of the relational cross — sharehold—
ings is greater than non — relational cross — shareholdings the risk of cross — shareholdings between the general business and financial is higher than the
general business and the information transparency and market operations are helpful to reduce the risk of cross — holdings. We suggest a system should be
established to regulate cross — shareholding and avoid weaknesses and should establish a national database of cross — shareholdings of large enterprises or

enterprise groups for the government regulation.

An Empirical Study of the Usefulness of Audit Reports

in Predicting Bank Loan Failures

Chin S. Ou et al.

The objective of this study is to empirically examine the usefulness of audit reports in predicting bank loan failures. A logistic regression model is em—
ployed to examine whether firms receiving non-unqualified opinions ( including qualified opinions adverse opinions and disclaimer of opinions) are more
likely to fail in paying interests and principal than firms receiving unqualified opinions. We find partial evidence to support our empirical hypothesis: the
probability of loan failures for firms receiving non-unqualified opinions is higher than their counterparts receiving unqualified opinions. The result suggests
that audit opinions contain useful information for predicting bank loan failures in Taiwan’s banking industry.
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