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Abstract

The study explores whether companies manage tone differently in Chinese and En-
glish annual reports. The Taiwan Stock Exchange has recently amended its ”Operation
Measures for the Information Reporting of Overseas Fund Institutions Listed by Securi-
ties Listed Companies and Overseas Index Stock Funds.” The revised regulations state
that listed companies with two billion USD in capital must report the English versions
of their shareholder brochures and meeting proceedings, annual reports, and financial re-
ports. Using a 2020 sample of Taiwan listed counter companies that issue global deposi-
tory receipts, a cross-sectional analysis is performed to investigate the investment barrier,
investor recognition, and regulatory rigor hypotheses. Market value, investor size, and
listing country are taken as empirical variables, and companies that have not issued global
depository receipts are identified and sorted based on market value to explore the different
factors that influence how companies manage tone. The results show that the empirical
evidence is stronger for the regulatory rigor hypothesis compared with the investment bar-
rier and investor recognition hypotheses; that is, the strictness of regulations in the listing
country will affect global depository receipts companies’ motivation to manage the tone

of their English-language annual reports.

Keywords: Tone Management, Annual Report, Global Depository Receipts, Market Seg-

mentation, Investor Recognition, Regulatory Rigor
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