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Narrative Innovation, Real Innovative Activities and Earnings Persistence
—Evidence from Text Analysis and Machine Learning

Nan Hu, Ting Zhang, Xiaoyu Li
(Xi’an Jiaotong University, Xi’an, 710049, China)

Abstract: Assisted with Natural Language Processing tool and a neural network algorithm termed
as Word2Vec, we extract and analyze the narrative innovation disclosure from annual financial reports
of Chinese listed companies (A share). We find that narrative innovation disclosure is positively related
to the level of current real innovative activities and current earnings. More, narrative innovation
disclosure can positively predict future real innovation activities and earnings persistence. In addition,
we also find that the non-forward-looking statement intensity and tone of narrative innovation disclosure
positively predicts future real innovation activities and earrings persistence. Finally, the implementation
of revised standards on financial report disclosure (2012) weakens the predictive effect of narrative
innovation on future real innovation activities and earnings persistence. Based on advanced large-scale
text analysis, we not only provide effective empirical evidence for the information usefulness of narrative
innovation in corporate disclosure, but also offer a potential novel index to the evaluation framework on

enterprise innovation capability.

Keywords: Narrative innovation, Real innovative activities, Earnings persistence, Information

usefulness, Machine learning
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FE, ARPEE AR N A B AL T B R T ARGENES KGR KA,
XA PE GRS B O A B IERNEEE&E? B ELQIFIEZ KRR AZKR? 2
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2018, Davis et al., 2015, Li, 2008 , Li, 2010(a) , Loughran and McDonald, 2016 , Muslu et al., 2014),
A H BT T 2 5] SCARE B E AR AT AR (R and S84, 2014, 275 etal,
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R SCATEFR (Bonsall 1V et al., 2017 , Bushee et al., 2018 , Li, 2008 , Lehavy et al., 2011 , Loughran
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B =, IR R BT A AT R — P AL, Rk BT E B R AR T
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TEBUA SCHR, AT A ML B R G 1 e e 2 BER I g A b B 88 1) s B B 45 R, sk
FEESBIHIESE B . B SME B A AR BN GIH HR. Hok, QRN R
RO S A WER N ECESE, H T CA KESIRES QRN 7T (LA R S F 3 #E4T T
IRANIFFT (Bushee, 1998 , de la Potterie, 2008 , Kothari et al., 2002 , Xu and Yan, 2014, E4. & etal.,
2017 , &tk etal, 2015, W% and ¥HARAE, 2012). 1GR3 B R G oAU E . T
FOBE A R WO, [ A M TR R BT IR SE 4y 2 (Balsmeier et al., 2017
Fang et al., 2014 , He and Tian, 2013 , Hendricks and Singhal, 1997 , Hitt et al., 1996 , {&% and &R
ffd, 2012, BRIANK etal., 2018).
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PEOIHT S B 8 R E T T8 E (Gu and Li, 2003, James, 2011 , Jones, 2007 ,
Nekhili etal., 2012, Nekhilietal., 2016, #i§ and =[Ed, 2016). 4, #HM8 and & (2016)
K o B R BB (¥ B AR AR HEAT VP 4y, I8 AR S AR B0 S R A I 3 A B 4 e
FRE . TN TAF5ME BT 5 BRI N ) A B s BE T 70 N 5 i 22 36 W, A8 A T I /R AR
PRI . A ) e A S R S M IR R B T o DR T ) P B AR S AR 9 SR PR, A 7 B OE
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TR BB R 2 1A S B 2 M IEAI %% & (Entwistle, 1999 , Nekhili et al., 2012 , Merkley, 2013).
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Houston et al., 2010 , Miller, 2010). T fFH{5 B 009 BT H E S48, 54 ERMLRTTHE
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VPR BANRIE S, S G BORAH K A . a2 il R AT S &R — EFE T B AT REAR
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AR TAEGE R AT Ay HTids, ARSCRA “ P71 SE+Word2Vec AHALLIAIY 787 (14 75 1244 S Fi ik v B
FEbR . B o, JATV I [ A 0K, WA QBT RO A T 4E - (Merkley, 2013, Entwistle, 1999,
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ROA; rs=a+B TEXT_INNO_Wi +8:ROA; 1+S:C(TEXT_INNO_Wi ) xC(ROA () +B:PATENT; +sRDir+f
6SIZEi -+ +S7LEVi +BsBMi 1+ foAGE: 1+ B10CAPINT; +S1RETVOL; 1+81,ROAVOL,; 1+ 813STOCK_ISS
i+INDUSTRY;+YEAR+ ¢, , (3)
DA =AML B R AR i e RS T 2 I 2.
*2 RENL

A 44 A BT IT A 5

S P B SO A

TEXT_INNO W | iR G)H TR P BT S B IR R B R TR AL o R A TR B B B3R L 100
Sk P BT F

NONFORWARD §%¢*é* LR R Y B 472 TP S W A5 S5 4 T o5 E
i E‘ 51!.4\“32

ONE MR PERIFIE | RO 8 A AU 5 T R R 2 B LU AR
i S A S A N 2 A

PSR SR A K T

RD B BB R LA EON, FR28 ECSE BB S Sk

HERIEHFBEGHE ORI RN SRR, S0

PATENT_NUM B
- RAH TR H AR, AR ESLBIEE 2 KT

PATENT BRIKT BRECE LR A Rx L ARRE LIS S KT
ROA et R R LB B AR B R KT

HAh A &

BM I T 4 B P AR it Bk DA T A

3 B (3) MBS IR C(TEXT_INNO_W)>C(ROA), HH C(TEXT_INNO_W)FI C(ROA)Z 5L
RHGRVEQIUHRAR IR U 2 R L MME 2 G IR 5. ZIE A E R0 R E Bs KNS R EW S8R
TEXT_INNO_Wx=ROA Iy —F(, ANFIHZ o BARRAERSY (3) g2y ROA S TREAI(EIN, RERMEGIH
5 Rk ROA (#8119 %0



CAPINT ARE™ [i5] 78 % 7= 4 A5 A DR A R B DA 58 =
SIZE ) FA BaE TR ) B AR R 2
ANALYSTS SNTTEREEECE | LTI (B BRERREL H N1 B 2R 5
INST_OWN B R L 451 AL R IR R e L A
MF_COUNT EHEEWMRE | B AR IR
AGE ) AR A BSLAE Ay BT SR RO LI S80S 5L
RETVOL MEELL 2SI | BT S AR RS R R v 2
ROAVOL BARWE BN i A 0 P i s e bRt 72
LEV At BRI DL B S0
STOCK_ISS JBEERRAT AR GAERCRERAT, HHBUERL, BR0
Bl T — ﬁéﬁﬁﬁﬁfﬂﬁuumiﬁﬁ%%%rgi, fE%E 2012 Hﬁ?ﬂﬁ%\ﬁ'ﬂkﬂ
ST F BN SYRN S AT ERN I S5 A 7R Fia B
FILE_LENGTH | iR FEAR SO I B UML) B SR 2
TOBINQ FEFEQIH SR HTe DUHHAR AN (R 5 75T S AT R DA 98 7™ e
CASH_ASSET WA B L% W4 I 4 S N P B DL T S
MO, SEES#r
(—) RS
1. TEMWAM ST
*® 3 RIS
Variable | N [ Mean | so. | wmin | p2s | Pso | P75 | Max
Panel A:ifiids 1t 1 SCA AR &
TEXT_INNO_W 16,405 | 0.653 | 0.331 0.150 | 0.408 | 0585 | 0.841 1.723
NONFORWARD 16,405 | 0.835 | 0.059 0.660 | 0.800 | 0.841 0.877 0.950
TONE 16,405 | 0.304 | 0.096 0.058 | 0.239 0.305 | 0.369 0.522
Panel B: B SLRLHIE S I B R E
RD 16,405 | 0.016 | 0.027 0.000 | 0.000 | 0.000 | 0.030 0.145
PATENT_NUM 16,405 | 25993 | 74526 | 0.000 | 0.000 | 3.000 | 18.000 | 549.000
PATENT 16,405 | 1.671 1.699 0.000 | 0.000 1.386 2.944 6.310
ROA 16,405 | 0.034 | 0.059 | -0.220 | 0.011 0.031 0.060 0.211
Panel C:{z #1725 &
BM 16,405 | 0.390 | 0.263 | -0.027 | 0.203 0.329 0.514 1.313
CAPINT 16,405 | 0425 | 0.184 | 0.032 0.291 0.419 0.559 0.838
SIZE 16,405 | 22.128 | 1.062 | 19.796 | 21.387 | 22.093 | 22.787 | 25.021
ANALYSTS 16,405 | 1.332 1.119 0.000 | 0.000 1.386 2.303 3.611
INST_OWN 16,405 | 0.176 | 0.183 0.000 | 0.033 0.113 0.264 0.762
MF_COUNT 16,405 | 0.604 1.052 0.000 | 0.000 | 0.000 1.000 4.000
AGE 16,405 | 2.736 | 0.342 1.792 2565 | 2.773 2.996 3.367
RETVOL 16,405 | 0.146 | 0.064 | 0.056 0.102 0.132 0.176 0.403
ROAVOL 16,405 | 0.033 | 0.061 0.001 0.007 0.015 | 0.033 0.461
LEV 16,405 | 0.491 | 0.213 0.069 0.331 0.493 0.645 1.093




STOCK_ISS 16,405 0.143 0.350 0.000 0.000 0.000 0.000 1.000
HHI 16,405 0.108 0.099 0.018 0.046 0.073 0.127 0.480
FILE_LENGTH 16,405 | 10.696 0.255 10.073 | 10.525 | 10.694 | 10.867 11.315
TOBINQ 16,405 2.647 2.052 0.908 1.413 2.009 3.056 13.648
CASH_ASSET 16,391 0.149 0.113 0.005 0.068 0.118 0.197 0.550

R 3 TARRMIBIEG A R AP IR M QU U TR AR (E N 0.653, FoRERka
PR 100 ANA T 0.653 AR TE BIHT R . WEACHREET 0y 0.016, REER IR L
B THZH 26, TR P~ I R IGIHME 0.034. MW TFIHMERAPAE LB G, R E BT
A B 1) 5 A i A o

2. ERTEMHEXRY

R4 E TRRTEGQIR TR AR . BERIREE . TRKCE ARG U RS % Pearson AH K FREUH
Spearman AH5¢ 4. LA Pearson A RECAHHI, FIAVEGIHT bR -5 A K 9 BE A LR 1A O R B
79 0.52 #10.43, HIGFE 1%/K-F BB, Ul WA FER P QURTHE AR -5 R A o 2 A M E H S 47 AR5
SRAAE G . BEPEUNER R S IR QTR AR . DR AR AL R H AR REUATE 0.1 K4, H
£ 1%k B R 2%,

® 4 FEARMHERKR

TEXT_INNO_W RD PATENT ROA
TEXT_INNO_W 0.58* 0.49* 0.10%
RD 0.52* 0.48* 0.07*
PATENT 0.43* 0.35% 0.10%
ROA 0.10% 0.07* 0.11*

W F =N Pearson M REL, =i~ Spearman A% &%, *%IK p<0.01.

3. fR M AIFREY AR

(1) A PEQHT IR I (] 3
1R 1 HB TE QU Fa bR A RS B HTE 37K T CIF A 3 A& R KT ) BB I [) AR A0 PR 3
B, ek P R R 2B BT S, BRI SRR E LR S AR BT AL T KBS .
Py AT H A A SR AT A 5iR FE AR IS T 34— S e B, T F R 1k 13T 5 2 R KT
—EENIREAR T AT . 2007 4F % 2012 SEMIE], LB RIFERE B, M Qs
RIS, A B E R 2 R A O R . 2015 SR 2016 4 LA H Y EA
T, FTRERIR LR i TR A DY 4R B IR AR 2016 G AR R EFIEH . LA
T BRAGIRAUEAE 5 25 (U IR), AU i AN 8 56 AR B & FROBHRBUEL H o DI/ ik &R
0 R AN HE B B RE AT SIAIE 70 AT B2, FRATIHE 5 SR 7 Bk 2015-2016 £ERIAE AR 45 R AT
Rtk .
(2) FERVERH RIAT ML I3 A
2 JEoR T WIS B A& AEL H AT WA AT (FE R MR GUHT R bR KNP HERR ). ]
Ha] DA L R PR BT F bR S B R i B = AT LR A5 B AR . A ANE BEOR IR, B0 5T
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FEAR S, i3, X = AMT b R AR AT A 3 R i e (K = AMT ko IR PR GHTR R AT A
SR A AR = M7 B KBUR R, #A R A vol, @iz, SmmmsEnk. R E x50
A CRBRPL R 3E) SO, BB A AIE BEOR RS, BEARE TR RS
b, Y, A R A TSRO L L GEAE A A LT R A L, SRR L DL R R 2
g AR R B A L, DR A PR GET R AR AT ML A 5 REAT IR AR T . 18] 2 th
FHH BE A 0 =AMT R D, SR A&, TSR i =AM A EE o, T
AR 2 TARR 3™ ke AR, SR E BIHTHR bR ST A R LR AT ML A — BB, TS
BRIHCH BT ML A O — P A A

0.9 0.035

0.8 0.03

07 0.025

0.6 :

0.5 0.02

0.4 0.015

0.3 001

0.2

01 0.005
0 0

2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

s (IR TEGHT (TEXT_INNO_W) s fiff /7 553 F (RD) el 5 1 0 H (PATENT_NUM)

B 1 R G S S AT S I A 3
W WORVEQUHT TR ZE AR bRAD, FCSEAIRNE BN HEbR (HTASREE . £ MEH D A M AR bR S SRR sl br BN — 20,
A LAHH Fabrgi s 1000 £5 7 LR

5 AR RS BB S5
BRI FURIEA AR 55

il gl

PO NI N1 14

EHlk

LA

PR AR

Gl

IR FREEANA L Vi 7
A

LA RE R R
FHLGRITE 25 M 45l

R FEE,

W7y AT R SOKAE AL R,
{15 FIE O

LI ChERIREDLY
HE

o
o
o
=
o
o
]
o
o
@

0.04 0.05 0.06 0.07

WP (RD) W E R H (PATENT_NUM)

4D EEARE (RSED 33 (2018):
http://www.stats.gov.cn/tjsj/tjbz/201805/t20180509_1598315.html
(2) ARk (gD 7326 (2013):
http://www.stats.gov.cn/tjsj/tjbz/201310/P020131021347576415205.pdf
90
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http://www.stats.gov.cn/tjsj/tjbz/201805/t20180509_1598315.html
http://www.stats.gov.cn/tjsj/tjbz/201310/P020131021347576415205.pdf

Bl 2 BSAUBHE S AT Lo Al RS 1 BHT R P HE )
Vs ARBESHAT AL A YE QUSRI HEFT , 285 (X L 35 A 2 R R0l oA B Dy B BT S i 40—
8 AR FERRAE /D 1000 £ T LR B

(3) A PO )RR S P R AE

AR P P AT KA 30 5 58 2 W) R M B BT H AR TR BT ] R RE S K P. Ee, AT
THEAR) Cronbach's alpha 2%, 1% R ECH H TRIGEE A — 8, M REAS oS 0.9 K
A BE B Bk AT FUREAR (1 Cronbach's alpha R%°4 0.95, Kb B 4K,
IR R bR BE I 18] RS A o PRk 2 A, JRATTIE R AR ol M 1 Fi bk B AR R A 4y
NFEEG, WS F ALK R RT3 X fR R AR TE B e =47 R A i BT T 4967 14 [X ]
TEWL . G KA G FT R AR R R, A S5 SRy HL AL T 1) 3 B0 X TR] 12 A0 JE SR — Bk
FHIE . 1013 5 FioR, 5 0 SERMEQUR bR T Lo A0 X 1] 1 A F FE B JE = 4E M R Ak T B
ST EL] 53 0 71.73%, 66.24%7F1 57.85%. MEHRTLAE H, R VEEH e bs B BLR IRF
Hek.

R 5 R IHT R MERRAE

wty | TEAGKE | BoRARKN | BERSGRE | BNESRREE | EHA X
H04E 100.00%
HLE 0.00% 0.43% 3.64% 24.20% 71.73%
24 0.22% 0.86% 6.45% 26.24% 66.24%
I 1.08% 3.01% 10.32% 27.74% 57.85%

e REEFOVHNRNE QU R R AL T L T 70 B X TR Al 78 Ji5 82 = 4R P iRk BUBHR AR AL T % L BL X TR I OL . A B R 4
A A S B AN 45 R AL HEL o

(4) IR TE QAR AL

ASCE AL IR VE QU AR X FEA L e, FERTSR 3 sl 7 AN AT ML FR A B Fr 4
bt i AURAR I TL R ARk, FERER TR BT HE bR f i I Ak i, BEA & Fh 2 20 SR B P i B A
WA, A E AT RS A . UEEL RHE U % Al R ), X ALK
AEFTAKTAEN T AR A7 T o RAEAFIRATAAT ML N ES AL AR TG 1 i PE QDR AR 1 A 2R o 42
IR BB AR Ao 1 B B AR LS IR 2% 3.

(2D R IFRA 2R E ZE TN ER

1. i 1 G 58 fO 2 i B 3=

# 6 Flun T RRTEGUE R PR EASE R, F1 (1) RARIMASE A & EEEE R, 51 (2)
MRS B RS R, 5 (2) WL, BPKTRE (RD) REN 3.257, t1H AN 15.06. %
FI7KF (PATENT) [IZR%0CN 0.036, t1EH N 11.23. PIEEIFE 191 B3 MKT LR %, WHHEA
SRR R R KPR 2 1 A T S5 4 T8 B8 2 I RR PR QT I R A5 ., IRV SRR R 1, B
WIS AR VE G BT K P 5 H SR HTE S IEAH K o

bR 7 ESEBUHTE SIS LA, B (2) Hifnl UG H 2 A R KF (ROA) 1 REUAE 1%1)
KR (0179, t=3.18). ASCHIHIATEEIFTRHE S B ARACFIERSS, Bl k& Rk
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PR PSR

QU A
e, PEREZ b

SPRCAFIT, A TR 2 R R E R . AR TR 2a, BB R 2
B[ 4 B 35 A% 1 A ) i
ERERRE, AFT Merkley (2013), A TR RN GIH AEERT A BNIESIHIER, ERVE
o BB, RUFHI MR R — e B LR RE LA RN QR R ) S bR (8 (1 R0
S GHT(E B 2 ST B T T % T ALK L T T

BB EE R L TE S ), KBS E ISR AVER . (H

6 FIR L QIR R R R R

@ )
TEXT_INNO_W TEXT_INNO_W
3.695%** 3.257%**
RD
e 1| (17.35) (15.06)
ERHEsh
0.041%** 0.036%***
PATENT
(12.99) (11.23)
0.341%** 0.179%**
B ARIKF ROA
(5.82) (3.18)
-0.054%**
BM
” (-3.35)
Pt it
0.042*
CAPINT
(1.80)
-0.002
SIZE
(-0.36)
0.011%**
ANALYSTS
(2.76)
. i -0.005
15 B35 INST_OWN
(-0.23)
-0.009***
MF_COUNT
(-3.03)
-0.053***
AGE
(-3.69)
-0.033
RETVOL
X (-0.73)
Atk
-0.421%%*
ROAVOL
(-8.56)
-0.043*
LEV
(-1.96)
AR
0.007
STOCK_ISS
(1.28)
) 0.035
LA A HHI
(0.45)
> 0.077%**
EREESE FILE_LENGTH
(4.55)
0.430%** -0.176
Cons
(61.56) (-0.85)
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Year Fixed Effect Yes Yes
Industry Fixed Effect Yes Yes
N 16405 16405
Adj. R-Squared 0.414 0.431

2. R SRR ESEBIFIER

FERETT T Rk BRI R R R 2 ), FRATAR ST MR v B HT i R e e e R R 7
g (1) - (3) M3 (4) - (6) 73 AIFIZR AR W B ARK = IR A58 AL R K5 Fid 1R
WHRPRRIEAZ R . 2RI, B2 ARSI 7 WA sm A L MRS DL T, SR PR A
FEAR -5 ARK =BT A 55 B AN L R KT Z AR IR B A B35 IR AR R R o I Ul W OR SR LS BT
WK (WFACREEANLAD 5 R R 1 QR e IEARSC . IS SR SCRp e 3, Bl iR 1k
G P R T LA [ T AR (1 S B s B KT

BT HAPEAIHT S AR K Q5

R RAF R ST HRAREFIKF
@ 2 ©)) 4) ®) (6)
RD(t+1) | RD(t+2) | RD(t+3) | PATENT(t+1) | PATENT(t+2) | PATENT(t+3)
0.003*** | 0.003*** | 0.006%** 0.213%** 0.193%** 0.143%*
TEXT_INNO_W
(5.85) (4.86) (6.15) (7.47) (4.57) (2.56)
0.001*** | 0.001%** | 0.001*** 0.744%%% 0.684%+ 0.624%**
PATENT
(9.09) (9.13) (7.75) (87.15) (62.21) (44.13)
0 0.598*** | 0.477%%* | (0.354%** -0.794%* -1.737%%* -1.368*
(52.57) (36.32) (21.24) (-2.27) (-3.12) (-1.85)
ROA 0.009%** | 0.011*** |  0.006 0.938%x 1.077%% 0.864%**
(3.46) (3.63) (1.57) (6.80) (5.96) (4.01)
sz -0.000%** | -0.001*** | -0.001** 0.117%** 0.143%** 0.188%**
(-3.86) (-3.98) (-2.39) (12.19) (10.53) (10.55)
ey -0.005%** | -0.007*** | -0.008*** |  0.194%** 0.246%** 0.261%%*
(-7.26) (-7.70) (-6.91) (4.98) (4.16) (3.43)
AGE -0.002%** | -0.003*** | -0.003*** | -0.127*** -0.208*** -0.262%**
(-6.76) (-5.07) (-4.23) (-5.38) (-5.75) (-5.39)
-0.001 -0.001 -0.001 -0.079* -0.048 -0.020
CAPINT
(-1.06) (-1.43) (-0.50) (-1.80) (-0.75) (-0.23)
o -0.001* | -0.005%** | -0.005%** |  0.147*** 0.151%** 0.135%*
(-1.85) (-7.03) (-5.69) (3.85) (2.89) (2.08)
0.000%** | -0.000 0.000* -0.009%* -0.014%* -0.012
TOBINQ
(3.44) (-1.24) (1.69) (-2.01) (-2.17) (-1.45)
" 0.037**% | 0.046%** | 0.045%** -0.433* -0.730 -0.899
(7.21) (6.71) (5.69) (-1.81) (-1.53) (-1.47)
0.001%* 0.001 0.002** 0.044 0.043 0.078
INST_OWN
(2.12) (1.61) (2.05) (1.18) (0.77) (1.04)
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CASH ASSET 0.003** 0.003* 0.003 0.002 0.148 0.158
- (2.28) (1.79) (1.45) (0.04) (1.44) (1.17)
0.012*** | 0.021*** | 0.016*** -1.950%** -2.084*** -2.767***
cons (4.03) (4.79) (2.73) (-9.23) (-6.87) (-6.98)
Year Fixed Effect Yes Yes Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes Yes Yes
N 16349 14302 12321 14370 12401 10453
Adj. R-Squared 0.672 0.587 0.528 0.761 0.704 0.652

3. IR MBI S B AR

R B8HIR T AT SRR EQUF bR 1R 45 R o FE8H1 T S BARAKCP AT,
wYERSFIEbR (EBMED AR (KD HIZZIRT C(TEXT_INNO_W) <C(ROA)H] %
B ERRE, HEEMEKTFEIES 1%. EE6 TR REMTRIMEL T, MRV
KPR Al B S AP R RS, RIS R SRR 4. IR IR M QR B R S Bx A
AEHKPAA B R S WAE A, EOREE AR R AR, SRR E AR, HAlHR
I ERsE, A SN R AR AR .

#* 8 HIRMAIH S AR RN

) 2 ®)
ROA(t+1) ROA(t+2) ROA(t+3)
0.457*** 0.441*** 0.376***
TEXT_INNO_W
(8.76) (7.34) (6.13)
0.411%** 0.307*** 0.276***
ROA
(30.66) (19.83) (16.27)
0.308*** 0.298*** 0.254***
C(TEXT_INNO_W)>C(ROA)
(8.80) (7.35) (6.12)
0.002*** 0.003*** 0.003***
PATENT
(5.33) (6.31) (6.20)
0.001 -0.008 -0.043
RD
(0.03) (-0.30) (-1.50)
0.006*** 0.004*** 0.002**
SIZE
(11.61) (6.29) (2.07)
-0.029*** -0.029*** -0.023***
LEV
(-9.25) (-8.33) (-5.86)
-0.028*** -0.027*** -0.022***
BM
(-13.33) (-10.97) (-8.26)
-0.003** -0.002 -0.001
AGE
(-2.07) (-1.05) (-0.52)
-0.005 -0.003 -0.002
CAPINT
(-1.62) (-1.00) (-0.62)
-0.047*** -0.060*** -0.059***
RETVOL
(-4.83) (-5.37) (-4.95)
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-0.020* -0.017 -0.007
ROAVOL
(-1.75) (-1.29) (-0.58)
0.005*** 0.005*** -0.001
STOCK_ISS
(4.62) (4.42) (-0.50)
-0.395*** -0.326*** -0.220***
Cons

(-10.83) (-7.58) (-5.07)

Year Fixed Effect Yes Yes Yes

Industry Fixed Effect Yes Yes Yes
N 16379 14332 12352

Adj. R-Squared 0.304 0.223 0.188

7E: C(TEXT_INNO_W) X C(ROA)N TEXT INNO_ W ZE & A ROA AF B EMME 2 J5 MRS . %I H 145 R 2N S B
PEFAZTRIF Y TEXT_INNO_W X ROA I —, AR TEXT_INNO W I £ B R 7EIX H 924 ROA S5 TREARISMENT, ffik
MBI 5 Aok ROA a1 - & 5.

(=) faid 4 8T 28T HHIE

MR BT P PR AP SRR, R 60 52 31 24 91 5 S Qi s AT 24 191 28 A K- Y
B IR0, JE H AR R L SE CUFHE s A g R SR M B IR BAE A, SCRp Al 907 3 4tk
PEAUET S S LSl TARZI SRR k51, Jy 72— B I iE iR v A8 E B4 e 1
L, FATDRIRE BT SOA R A0 TR TIRA T, CFE IR GF SO AR RTIE MRS
B UL R TE TR ARFALE -

IR PR BB SO A A AL E A X B SR 2 BT BRSO IS S HE CEARRTIE 5
ARERIHHE SO, R VAR A QRS SO AT RIE BT CRIFTRE A FR 1k B UHTE 2O . Al
WE SR BUHHE B B IR T Ak GRS S EALKCF, (Bl T AR A, BA—E AR

ENE. TARRTIERATECIHE R, BT ea kAR aREsh iR, J& 16 E i gt A ot
MXRESHNMEE . RIILBAT A RTIE R L QR 5 2 00 & Sl 7t — Pt A Scseidid “fh
TS+ Word2Vec ARALIRIY 78 D7 VAR E BTIE TR OGS R 485, AR5 S IR PR QR E B A7
AL S RTBEPERNC A A 7 b, RETMTHT 1 9825 % LI 15 2l 4 Q3T A AR ATHE 115 S L HR bR

RO T IR AR RTREVES SR AL R . M Panel A AT LUK IL,  fiA 1E G1Hr
ARATIE LSS S S 2 W W A s BE AL A 2 835 ARG, HEZF PEAKCTIE S 1%, KR
HSRAHHEENZE , el SR AR BT AR IS B2 380 . e 5 BRI &
BT, XU B AR T xRV BT AR RTIE P & B P C B . M\ Panel
B Al Panel C W] LA,  Jifiids P B (¥ 4R AT HE 1445 2085 P 15 R R = JUIR AT i 56 BE A & Rl /KT 42 1R
HZR, [R5 AR SR B AR /KF B IE A ¢ . IXRWIP- T 5 A ML HHE B b i AR AT IE PR 2
HRZS RO R OR S B i S0 B AR A M ) I 1 000 £ Y b B S

R 9 MR EGIH KA RTIEYES B

5 FRETERE MM AT RN HES % Li (2010b)A1 Muslu etal. (2014) (K ATIEPE {5 B iR g2 34T T Se Bl i
FE R RIS MR A4, SR X R TR 34T Word2Vee ALY 76 . A RTiEtER&Em S 7RI, flit. &
Ky BHFR. Wi, W T A5, mUE. AE. AE. BRI BE FTHES 120 M.
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Panel A: HA QUK (AERTHEMEE B E D) AR

(1) @)
NONFORWARD NONFORWARD
0.068** 0.083***
RD
) o (2.32) (2.71)
LSRG Bl
0.003*** 0.003***
PATENT
(6.51) (4.99)
-0.017 0.005
Bk ROA
(-1.46) (0.45)
0.835*** 0.748***
Cons
(430.20) (17.93)
HAtsizm K & Controls No Yes
N 16405 16405
Adj. R-Squared 0.036 0.043
Panel B: #iiAMEGLHT (IERTREMEE EEE) SRKIASLAIHES)
R RAE R S SE KRR
(1) (2 3 4 () (6)
RD(t+1) RD(t+2) RD(t+3) | PATENT(t+1) | PATENT(t+2) | PATENT(t+3)
0.004** 0.005** 0.007** 0.374*** 0.449*** 0.575***
NONFORWARD
(2.13) (2.19) (2.50) (3.24) (2.89) (2.89)
c 0.011*** 0.019*** | 0.012** -2.179*** -2.375*** -3.178***
ons
(3.14) (3.87) (2.97) (-9.32) (-7.23) (-7.49)
Controls Yes Yes Yes Yes Yes Yes
N 16349 14302 12321 14370 12401 10453
Adj. R-Squared 0.671 0.586 0.525 0.761 0.704 0.652
Panel C: #iRMAIHT (CAERTIEME S B SR AN
1) (2 3
ROA(t+1) ROA(t+2) ROA(t+3)
0.714** 0.567* 0.031
NONFORWARD
(2.18) (1.65) (0.12)
0.380*** 0.272*** 0.239***
ROA
(24.57) (16.02) (13.88)
C(NONFORWARD) 0.487** 0.387* 0.020
*C(ROA) (2.20) (1.68) (0.11)
-0.697** -0.516* -0.005
Cons
(-2.54) (-1.79) (-0.02)
Controls Yes Yes Yes
N 16379 14332 12352
Adj. R-Squared 0.296 0.214 0.181

W DL R BT A B A R AT L ] e R, TR AR T R E T ) B AR . C(NONFORWARD) X C(ROA) A
NONFORWARD 7 7 fl1 ROA A& EHME 2 J5 AS I, I [ 25 AN R BN B ZE VRIS IH NONFORWARD X ROA
B —%0, [ T2 NONFORWARD 1 A SRR 7EIX B2 ROA %5 TAEASOMERT, R GIF AR RTIE (S B2 % 5 4k ROA
FIEVSES 8
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B 7 AERTHE RS B R, JATBEA ST T HR QIS BB, B RR MG A
2 AR AR AN B S RV S AR A B L. 275 Price et al. (2012) 141484~ and #k’F (2015),
TE U B LR s
W = RS- AR RV 48D 1 CRAAR GV A4 B 1) Y3l 431+ 1),
TE VR BB, 058 B 4 3R P B 40 S O IR IR B AR B . R 10 4Rt 1 IR Ik B3R T A [ )9
54, Panel A iR PEAIHTIE S IR SEQUFTESKT (WEAIRN. TF)D MR &R
KA 4 R AR &R, 1M Panel B Al Panel C AT LUK L, ik G5 018 1A [ A xof A
K LB BTG KR AR RS BT R B IE R TR . DUERER (BRIR and B4,
2017 , #fE4~ and #R4R, 2015) i 0l g B o2 SCAR A 0 R IVE BRZ TR TR B — 8 A 2L
FREEE, BATNERAI A E S XM LA RS 715 BA RIFRITE
%10 FERTEGUHTHE R
Panel A: HiRMEGIHT GERD MR

1) )
TONE TONE
0.374*** 0.205***
RD
o (7.74) (4.31)
FERHES)
0.009*** 0.004***
PATENT
(10.52) (4.89)
0.368*** 0.238***
BARKFE ROA
(21.36) (13.15)
0.299*** 0.072
Cons
(98.37) (1.10)
HAth g R & Controls No Yes
N 16405 16405
Adj. R-Squared 0.261 0.326
Panel B: #iiAMEALH GERD SRKILSELAHTES)
R AREFKF
1) 2 (3) (4) (5) (6)
RD(t+1) | RD(t+2) | RD(t+3) | PATENT(t+1) | PATENT(t+2) | PATENT(t+3)
TONE 0.002 0.005*** 0.008*** 0.320*** 0.481*** 0.565***
(1.39) 2.67) (3.61) (3.90) (4.04) (3.67)
c 0.013*** 0.022*** 0.017*** -1.896*** -2.046%** -2.753***
ons
(4.35) (4.97) (3.03) (-8.95) (-6.73) (-6.93)
Controls Yes Yes Yes Yes Yes Yes
N 16349 14302 12321 14370 12401 10453
Adj. R-Squared 0.671 0.586 0.525 0.761 0.704 0.652

Panel C: fiidVEAIHT GER) SR AFret

6 FEIHIEAR M SRR N, B L&M 1 /27 8 (Loughran and McDonald, 2011){# H & i d. 41l
W B TR AR R, AR ) SRR TR R AT R, AT 3 3823
ANBRR IR AN 7697 AN AR .
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1) 2 (3)
ROA(t+1) ROA(t+2) ROA(t+3)
2.387*** 2.213%** 1.926***
TONE
(15.09) (12.12) (11.02)
0.457*** 0.344*** 0.295%**
ROA
(33.38) (22.26) (18.32)
1.589*** 1.480*** 1.288***
C(TONE)>C(ROA)
(14.96) (12.02) (10.94)
-0.799*** -0.690*** -0.542***
Cons
(-16.43) (-12.19) (-9.85)
Controls Yes Yes Yes
N 16379 14332 12352
Adj. R-Squared 0.325 0.243 0.206

W DURATA EDE ] TR AT RN, R ] T A R RN . C(TONE) X C(ROA) 4 TONE ZF &1 ROA
A FIME 2 SR RIS TR . 1230 (6] YT 45 S (1 RBOK /N5 52 MR ZZ R I TONE X ROA B —#, AS[Ff)2 TONE T 2 % 1 i ké
TEIX BN ROA ZFREARMIMEN, iR PEAUH IS5 KK ROA HIEEH R4

(M) FHRIKFE BERRIF N

2012 FFUEME BT 158 22 5T QTP RATUES R0 A AlE B EE WA S HEN 26 2 5 —
—HEERE NS, BUE AR A CCEG RS AP E (K E K, BERE . k]
FARAI TR X AR R A R BRI, 300 L 24 40 58 0 4 2 BB I R T RIE I 2278 THRIBL R ONIE BT H
PRAURI I SRS AT B0 55 o AR B DT AE N, SR F R 1R G 45 (0 P 7 0 SE VAl 1)
SIANER . N T o3 Az BUR A HA L QR 9 (10 BAR R, AT E 1 22 & YEARL2, 2012
FZHTHUEN 0, 2012 FE e 2 R VBN 1, SmA& 43313 11 P IYSIESR .

MF 11 () Panel A HHRI IR Y, £ 2012 SFBURMUG 2 )5, b GHT BRI ACHA 78
FPLT, B RRE GH I ER 0 AF ATHE A B A A AR B 20T i B« IX R W FA 1LY
BT IIER T 3 ZORIE T RTBE R R IRVE QUFT 5 R AR 380 . 5 bR, H 3 ATHE PR A ik
PEAIETE B AATE N, BRI BRI B A BTN o 1285 R 1 UGSl ffid 1
IHHE B AEAE U R IERIRMNIT N . £ 11 (1) Panel B (45 REW], 2012 2 J iR M6
WO AR ESLRIHE S (WA SR ALK 3R R B I m B ER, HiZEHA
FEFERIIRSS . 10 Panel C (0 AL B4 RS 2] 7RSSR, Bl 2012 R4 FREUR 1 1 & 1£
—E R _EFG T A TSI AR A R IF LR IE R FNAE . FATUCHIX AT RES 2012 2
J fA MR AET K R P AT IE YRS B R AN . Bk L, AVE R AR SRR R O S 2 AT 2
ZJa s IRPEEUHR R R R E S QA SO A AR R B AR FP R MR B IEA SR R .

(R fRfEMee
1. BENAFHES R MK E
% L& B Al AN NRFAE RT B8 2 [R5 Aok 1) ECSEQUHNE Sk B AIKP AR 1 Bl

BTN, ZELAENIR (XEE and XI5, 2007, 3275 and BAERA, 2009), FRATEREL G0
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dk =
H 2~

AARMY CEO HIAERS . 17 BE K HR IR oK1 BL A CEO 2 S R F KA
CEO R SN NFHEME N hI AR & 45K 2 CEO NEARI (B Bt A=) i1
W5t CEO FFA AR LI CEO HI# A & /K-Flk iy, Alk iR 1 B3R 15 B 9
Fa KA WA HIRATIEAR I CEO MAFERS . Ml AR AR 5 AT 2 F KRR IE X 4
YL A AT B E R . SRR, RIEAEIEH] 1 CEO N ASFIEZ Ja, iR L%
Pk 5 U ELAIFE ) (WARSRE . TR AR RAKPARIR B2 IEAHSS, AIMIER T AH
i Eis 1 AR 2 SEUEZS RAR M

R 11 FIRIWEE BRI
Panel A: A4 e R R PEGUHT (RHLAIRAED $iEe 1

@ ) ©))
TEXT_INNO_W NONFORWARD TONE
0.166*** -0.006* -0.098***
YEAR12
(11.22) (-1.92) (-20.36)
-0.176 0.748*** 0.072
Cons
(-0.85) (17.93) (1.10)
Controls Yes Yes Yes
N 16405 16405 16405
Adj. R-Squared 0.431 0.043 0.326
Panel B: FIRIEFEECR, WHWRMEQIH 5Kk HSL0HE2)
AT R i FREFIKE
(1) (2) 3) 4 (5) (6)
RD(t+1) RD(t+2) RD(t+3) PATENT(t+1) | PATENT(t+2) | PATENT(t+3)
0.006*** 0.008*** 0.012%** 0.360*** 0.412%*** 0.397***
TEXT_INNO_W
(6.58) (7.40) (8.92) (9.24) (7.30) (5.82)
-0.015%** | 0.015*** 0.022*** 0.007 0.140*** 0.175***
YEAR12
(-21.83) (18.28) (21.23) (0.18) (2.81) (2.74)
TEXT_INNO_W | -0.004*** | -0.008*** | -0.012*** -0.244*** -0.419*** -0.596***
XYEAR12 (-4.11) (-6.57) (-8.34) (-5.99) (-6.60) (-7.42)
c 0.011*** 0.020*** 0.013** -2.008*** -2.159*** -2.826***
ons
(3.72) (4.42) (2.40) (-9.54) (-7.15) (-7.17)
Controls Yes Yes Yes Yes Yes Yes
N 16349 14302 12321 14370 12401 10453
Adj. R-Squared 0.672 0.589 0.533 0.762 0.705 0.654
Panel C: “EHl B2 BUR, Fiid MO0 H 5 & R Fralik
Y=ROA(t+1) Y=ROA(t+2) Y=ROA(t+3)
(1) (2 3) 4 (5) (6)
YEAR12=0 | YEAR12=1 YEAR12=0 YEAR12=1 YEAR12=0 | YEAR12=1
0.628*** 0.388*** 0.504*** 0.405*** 0.477*** 0.291***
TEXT_INNO_W
(6.71) (6.49) (4.55) (5.59) (4.99) (3.67)

T TREEREL, RSO ERIURTE A I T R, WA TR, RSETE NI T LU

20



ROA 0.437*** 0.403*** 0.309%** 0.310*** 0.289*** 0.273***
(23.64) (21.77) (13.34) (13.97) (11.74) (10.83)
C(TEXT_INNO_ 0.425*** 0.262*** 0.340*** 0.274*** 0.323%** 0.197***
W)>C(ROA) (6.69) (6.54) (4.52) (5.62) (4.97) (3.66)
-0.514*** -0.334*** -0.395*** -0.272%** -0.302*** -0.164***
cons (-8.00) (-7.92) (-5.21) (-5.23) (-4.58) (-2.95)
F-test (p value) 7.68(0.00) 1.11(0.35) 13.07(0.00)
Controls Yes Yes Yes Yes Yes Yes
N 6825 9554 6806 7526 6797 5555
Adj. R-Squared 0.300 0.316 0.216 0.243 0.192 0.204

e AEPR B3l 7 R BT RE RN, RN ] T2 2 T SRS

2. #RMBIFE (MD&A) HISTIELER

FHZEW IR H 50T (LURFEFR MD&A) E A 554 o (¥ B A i 4y, 1L AR 2 3R
T2 R (HEHEE and AR, 2014, SPOW etal, 2017, E¥FK etal., 2010). FEAEFROCA
H1, MD&A 1t 2014 FEZ FIKZ )@ THFLSRE T, £ 2014 FF 25 WAL — P F5 . )
A m EEE M 2 A DG T R B R T8, MID&A = A 55 85 FH J22 i A S 7 3 o A 2 5 B2 1E [l
AR o 24 %6 E T AR A AP B SR DL B R BT AT BRI AR B 54T 4 #T
T 6 FE& BB 34 43 ) 2047 2 i) SRSk I FRe s R R ATLAEE T T s X A7 b A Jr i 4 58 7 T ) 43 o
AXECBH and PR (2011) 4R MD&A F#5& A ] IR R A IR V4 Fa 1) R ERIE . — . N THE—
ARTEFRATHE IR VE BB FRAR A B, FRATX AR T 1) MD&A #3 HEAT T S ARA A Hidk 1 6157
FEPRIRIL, 1RSSR P A R TE QDR R R 32, 302 Rl PR G R R B BT E 3 A1 2
RFFLEME M TIAER, R MERIHT (MD&A) [F[a1IH 45 F-5 R4 A SO IR M B 37 1 SIIE 5 18 35 £
F—3.

3. Hftia gl

b7 iR Fa @A A 2 Ah, FRATIEHEAT T LR 2R AT 4G

(1) ARG (R0 R R MG P EE KT Br 7 3 B R SR 7R 772,
FATVEAE T Fi 3R 1 B < B ] 58 PITE A1) 1R B o AR AR S A B e B R R R VE R BT, I
S AT IS LSRR S A B RS R R

(2) IR 9 R R B L R AR IREAR . FRATIXEAIF R 9 FH R R 2 PO AR A 15 S AR 7 Bt
RARCASE (RIBCRBUEN 0, TIEUEN 1), 105K AE o A8 Bon N 3 [ B R 34T 4
o

(3) £k 2015-2016 FFEA: HI T HE H R A2 Aol 54 G R BUE 2016 4 LR 134%

8 (ATFRATUEFF A A BB AR S8 MEN S 2 5——FE IR A R 5182012 FFE1D):
http://www.csrc.gov.cn/pub/newsite/flb/flfg/lbmgf/xxpl/xxplnr/201310/t20131017_236414.html;

(ATFRATUEZR B A w5 B RN EE 13 5 ——FEME WA A 5K (2016 FEIT)):
http://Amww.csrc.gov.cn/pub/newsite/flb/flfg/bmgf/xxpl/xxplnr/201701/t20170111_309322.html .
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B AFIEH 10 AR BIRAAEAT A7 AL — € RO RN 8] RG , JIXAT R 2503 GE T4y Bk 1 4F
BRI FR G SR H AN . R IRATH 2015-2016 AR IREA T LGB 2 )5 B8 EAT I8 E 40 4T

UL A I S5 RaT A Rk B (095 2R A5 24 0T ) 1 S Qi sh AN 48 A K- A7
SREE LRSS, T L [RIAE AT LA LE ) FE0 R R 1) s B i s KPR B AR ek, FROCUER] T Sk
LR IR EE -

B WAREE

AW FAE v ST 18 RS F AL BRBORANIE TR FE 27 2] JEAE ¥ Word2Vec 1128 [ 2% 15 35 A5 4 503k
MR A i 2007~2016 SFE IR T SRR PE QIR COARTEbR, WU L. R VEGUE P KT
SRS BIHE B (AN LR RS E R IR AR . A, R e %
325 (K328 AT DA 1 T A b AR Ok B S SE QB i s K -P MU AR R SR o I T 28 R A 2
FEH TR BN LR EAE E 2 G RN R, I U0 B 10 TR PR G 0E A0l B3 7K - F 0 JBE 7E A% 5t
RIPEA 48 bR 2 Sh LA B s S A A

B T A PEAHT B AR KT, BATBEE T T Hid 1 GHT 4 e (0 A TR, LA A 1 6
W EE e AR T IS VEAS B AR I o G5 R IR YRR A A AR RTRE 1S B A
BURAE A S 2 S SEQUHE B /KT 35 1EARSG, 38 AT DA ) F000 R R SR B3R i 2h 7K P A
fARFESE. BAh, LM ST 2012 SR A TR TR N A AR SR EE D R, X E] S AT
ARG SR S T SN 4R 5 AR . S FATAR I : ZBOR R AT 1S 4E R b ik
PEBUHT BB FR AT AT g i, (B P BT 4585 v R AR AT R AR 2 S B AN WA R B A0 B
. SRR, SR R G AR H S QB S KT A B AR SR S A P T A e RE
RS, PG A 0 DA AT R e EOR R AT A R ATRE RS RS B A k.

SETTE, AT KEEARSTAR D HTIRR T A F R VBT 5 8 R A0 e 407 1A 2805
BER, RS R R A mEREREN . 5, BRI G5 S5 ER AL A e SE

e (AR T 7T o FL UK B R AN R REHOR A3 20 AR » o] B F BTV BOR (K0 Ry AL 9,
iR RE S BT 4 3t R 55 T HANATHE AU BHART T, D@ ONIEF R AR F AR 35 .
AR FIH B a5 S BORFME Gtk B AP 07 M 4 G 7 AR R T v BTG 38, 5%
AR AR AR R — € S H N E . Fea, BT ke KT B b7 e 4
B2 A, ASHIE TE A R R R A G 4R R Al AR B O T B HT RE VRO 1A AR 1) e
AR A G S S, BB B T2 R SO Al QB U KR AT AT, SO BT 43 58 2 k47 A
RIBLBERIEI T, [FII I M A 1) ) v R 4 Al A5 R ARER BURAR 7 A RS % .
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