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Abstract

Abstract:As a crucial component of the economic system, the stability and development of the capital
market are vital to the healthy operation of financial markets and the prosperous development of the real
economy. Information efficiency plays a pivotal role here—sufficient and accurate information, along with
its effective transmission, serves as a prerequisite and guarantee for the capital market to fulfill its resource
allocation function. How to improve information efficiency in the capital market has long been a focal issue
of concern for both academic and industry circles. China is currently in a critical period of economic
transformation and upgrading, and the development environment of the capital market remains complex in
the present and will continue to be so for a long time to come, with securities market regulation facing
severe challenges. Since the 20th National Congress of the Communist Party of China, the Central
Committee has attached great importance to preventing and defusing financial risks. The 2024 New "Nine
National Policies" further highlight the key position of full-chain responsibilities in the listing process and
the supervision of issuance and underwriting, demonstrating strict control over the compliant operations of
securities firms. As important intermediaries in the capital market, securities firms' business norms and
professional quality have a significant impact on the authenticity of listed companies' information
disclosure, the fairness of market transactions, and the effectiveness of investors' decision-making.
Therefore, exploring whether the regulation of securities firms can exert an information governance effect
in the capital market and improve the optimal allocation of capital market resources remains a major issue
that urgently needs to be addressed through theoretical and empirical research, and it holds important
theoretical and practical significance.

The capital market is an information-driven market. The Efficient Market Hypothesis (EMH)
proposed by Fama (1970) reveals the dynamic reflection mechanism of securities prices on information,
with its core being that information can be rapidly, accurately, and comprehensively transmitted among
market participants, and asset prices can fully reflect specific information sets. Information in capital
markets follows a dynamic process where generators disseminate information to receivers through
intermediaries. However, information efficiency losses pervade all links of the information chain.
Securities firm regulation may intervene in information chain governance through three mechanisms: at the
information generation stage, strengthening securities firms' obligations in financial verification and due
diligence to influence information generation efficiency; at the information transmission stage,
standardizing information dissemination paths and timeliness while reducing analysts' conflicts of interest
to affect information transmission efficiency; and at the information reception stage, enhancing risk alerts

to improve information reception efficiency. Therefore, as a critical component of securities market



regulation, securities firm regulation plays a vital role in capital market information transmission efficiency.
Whether and how it affects information efficiency at each stage of the information chain warrants further
study.

Given this, this thesis uses data from Shanghai and Shenzhen A-share listed companies from 2012 to
2023 to systematically examine the impact of securities firm regulation on capital market information
efficiency from the perspective of the information chain, covering the complete process of information
generation efficiency, information transmission efficiency, and information reception efficiency. First, it
separately tests the effects of securities firm regulation on management earnings forecast disclosure, analyst
earnings forecasts, and investor attention. Second, it deeply explores the underlying mechanisms of these
effects and verifies differential impacts based on the characteristics of information chain entities, securities
firms, and external environments. Then, combining information efficiency at each stage of the capital
market information chain, it investigates the impact of securities firm regulation on capital market pricing
efficiency. Finally, based on the research findings, it discusses paths to improve securities market
regulation and optimize resource allocation efficiency.

The main research conclusions of this thesis are as follows:

First, from the perspective of information generation efficiency, the research finds that the supervision
of securities firms significantly improves the disclosure quality of the performance forecasts of related
listed companies. After classifying the types of regulatory letters and the types of relationships between
listed companies and securities firms, the regulatory effect remains valid. The test of the mediating
mechanism reveals that the supervision of securities firms improves the quality of management
performance forecasts by reducing the agency costs of related listed companies and increasing their
willingness to disclose. The heterogeneity analysis shows that the effect of regulatory letters is affected by
the characteristics of information generators, securities firms, and the external environment. When the
performance fluctuations of related listed companies are larger and the management is overconfident, the
spillover effect of supervision is more obvious. When the major shareholders of securities firms are
non-state-owned shareholders, the reputation of securities firms is higher, the economic policy uncertainty
is higher, and the regulatory environment faced by related enterprises is stricter, the effect of the
supervision of securities firms is more significant.

Second, from the perspective of information transmission efficiency, the research finds that the
supervision of securities firms significantly improves the accuracy of analysts' earnings forecasts and also
improves analysts' divergence and optimistic bias. After classifying the types of regulatory letters for
securities firms, the regulatory effect remains significant. The test of the mechanism of action shows that
the supervision of securities firms improves the accuracy of forecasts by enhancing the prudence and

enthusiasm of analysts. The heterogeneity analysis shows that the effect of supervision is affected by the
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characteristics of analysts, securities firms, and the external environment. For analysts with less
professional experience and greater difficulty in obtaining information, the effect of supervision is more
significant. For securities firms with non-state-owned major shareholders and large-scale securities firms,
the supervision of securities firms has a more obvious effect on improving the accuracy of analysts'
forecasts. When the economic policy uncertainty is higher and the degree of industry competition is higher,
the supervision of securities firms is more effective.

Third, from the perspective of information reception efficiency, the research finds that the information
effect and spillover effect of the supervision of securities firms can increase investors' motivation to obtain
information, effectively guide investors' attention, and improve the information asymmetry in the capital
market. After classifying the types of regulatory letters for securities firms and the types of relationships
between listed companies and securities firms, the regulatory effect remains significant. The test of the
mechanism of action shows that the supervision of securities firms increases investors' attention to related
listed companies through two paths: influencing investors' confidence and the on-site investigations of
institutional investors. The heterogeneity test shows that the impact of the supervision of securities firms on
investors' attention varies significantly among different investor characteristics, securities firm
characteristics, and external environment characteristics. This increasing effect is mainly reflected in
situations where institutional investors are less distracted, investors face greater trading risks, the major
shareholders of securities firms are non-state-owned shareholders, the reputation of securities firms is
higher, the economic environment policy uncertainty is higher, and the regional marketization process is
more advanced. Further analysis shows that the supervision of securities firms increases the shareholding
ratio of pressure-resistant institutional investors, reduces the shareholding ratio of pressure-sensitive
institutional investors, and increases the patient capital of related enterprises.

Fourth, finally, from the perspective of the pricing efficiency of the capital market, the research finds
that the supervision of securities firms significantly improves the information content of stock prices.
Moreover, the supervision of securities firms improves the information content of stock prices by
enhancing the information efficiency at different stages of the information transmission process. The
heterogeneity analysis shows that different internal characteristics of related enterprises and external
environments may have differential impacts. It is found that when the corporate governance level of related
enterprises is higher and related enterprises are non-state-owned enterprises, the impact of the supervision
of securities firms on the information content of stock prices is more significant. The higher the media
attention and the closer the geographical distance between securities firms and listed companies, the more
obvious the regulatory effect.

The main research contributions of this thesis are as follows: The main research contributions of this

paper are as follows: First, it expands the research on the economic consequences of securities firm



regulation from the perspective of capital market information efficiency, providing empirical evidence for
the information effect, supervision effect, and spillover effect of securities firm regulatory letters. Existing
research on securities firm regulation mainly focuses on the policy effects of securities firm regulation and
the perspective of securities firm [PO penalties. This paper deeply explores the impact of securities firm
regulation on capital market information efficiency from the perspective of securities firm regulatory letters,
enriches the relevant research on the effectiveness of securities firm regulatory letters, and provides a more
detailed and in-depth perspective for a comprehensive understanding of the value of securities firm
regulation in each stage of capital market information chain transmission. Second, from the perspective of
securities market regulation, it reveals the governance effect of securities firm regulation on the information
chain and expands the research on the influencing factors of capital market information efficiency. From
the perspective of the information chain, this paper explores the impact of securities firm regulation on
information generation efficiency, information transmission efficiency, and information reception
efficiency, supplementing substantial theoretical and empirical evidence for the influencing factors of
capital market information efficiency. Third, it examines the impact mechanism of securities firm
regulation on capital market information efficiency and clarifies the action paths of securities firm
regulation effectiveness. From the aspects of theoretical analysis and mediating effects, it deeply focuses on
the role of securities firm regulation in influencing information efficiency at each stage, deeply analyzes the
important transmission mechanisms of securities firm regulation on management information disclosure,
analysts' earnings forecasts, and investors' attention, and provides enlightenment for the sustainable and
healthy development of the capital market. Fourth, it analyzes the heterogeneity of securities firm
regulation from multiple perspectives and provides new ideas for improving the effectiveness of securities
firm regulation. While considering the characteristics of securities firm regulatory letters and different
types of relationships between securities firms and enterprises, this paper focuses on examining the effect
of securities firm regulation in different contexts, providing fresh evidence for the exploration of securities
firm regulation under China's securities market regulation.

Key words: Regulatory letters for securities firms; Management's earnings forecast disclosure;

Analyst earnings forecasts; Investor attention; Information content of stock prices.
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