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Abstract

This study examines the impact of financial reporting quality on firm value in the 
emerging market of Vietnam and tests the moderating role of financial constraints. 
Using a panel dataset of 5,654 firm-year observations from non-financial companies 
listed on the Vietnam Stock Exchange over the period 2016–2024 (excluding firms in 
the financial, banking, and insurance sectors, as well as observations with missing data 
or extreme outliers), and applying accrual-based measurement models, the empirical 
results reveal a finding that contrasts with traditional theory of the direct relationship: 
financial reporting quality negatively affects firm value, implying that greater transpar-
ency eliminates overly optimistic market valuations. However, the core contribution of 
the study lies in demonstrating the conditional nature of this relationship through sig-
naling theory, whereby financial constraints act as a positive moderator that reverses 
the effect of financial reporting quality. Specifically, for firms facing substantial finan-
cial frictions, improving information quality becomes an important mechanism for 
reducing the cost of capital and enhancing valuation. Accordingly, the study resolves 
the theoretical gap concerning inconsistent prior evidence and confirms that the value 
of transparency is concentrated primarily among firms with limited access to external 
financing.
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INTRODUCTION

In the context of a modern market economy, financial reporting 
quality (FRQ) functions as a crucial governance mechanism to mit-
igate information asymmetry between managers and shareholders 
(Jensen & Meckling, 1976; Healy & Wahlen, 1999). Traditionally, 
higher FRQ is theorized to reduce information risk and uniformly 
enhance firm value (Bushman & Smith, 2001; Francis et al., 2004; 
Gaio & Raposo, 2011). However, the applicability of this tradi-
tional paradigm in emerging and transitional markets presents a 
persistent scientific problem. Empirical observations from these 
economies reveal profound anomalies, often exhibiting negative or 
fragmented associations between transparency and firm valuation 
rather than the expected linear growth (Hutagaol-Martowidjojo et 
al., 2019; Garanina, 2024). This theoretical inconsistency suggests 
that the valuation role of FRQ is not universally unconditional but 
rather a complex mechanism governed by specific institutional 
and financial frictions, particularly in bank-dependent economies 
where informational transparency is constrained (Leuz et al., 2003).

The urgency of addressing this theoretical conflict is particularly pro-
nounced in emerging markets like Vietnam, where enterprises fre-

© Tran Thi Thu Huyen, Dang Ngoc 
Hung, 2026

Tran Thi Thu Huyen, Lecturer, School 
of Economics, Faculty of Accounting 
and Auditing, Hanoi University of 
Industry, Vietnam.

Dang Ngoc Hung, Senior Lecturer, 
School of Economics, Faculty of 
Accounting and Auditing, Hanoi 
University of Industry, Vietnam. 
(Corresponding author)

JEL Classification M41, G32, D82

Keywords financial reporting quality, financial constraints, firm 
value, signaling theory, Vietnam

Type of the article: Research Article

LLC “СPС “Business Perspectives” 
Hryhorii Skovoroda lane, 10, 
Sumy, 40022, Ukraine

This is an Open Access article, 
distributed under the terms of the 
Creative Commons Attribution 4.0 
International license, which permits 
unrestricted re-use, distribution, and 
reproduction in any medium, provided 
the original work is properly cited.

www.businessperspectives.org

BUSINESS PERSPECTIVES

Conflict of interest statement:  

Author(s) reported no conflict of interest



105

Accounting and Financial Control, Volume 7, Issue 1, 2026

http://dx.doi.org/10.21511/afc.07(1).2026.09

quently confront severe financial constraints and systemic barriers to external financing (Khan & 
Shoaib, 2024; Thanh Dong et al., 2025). Although the direct implications of FRQ have been docu-
mented in the literature (Dang & Tran, 2020; Dang et al., 2020a), the fundamental scientific problem 
remains unresolved: there is a critical lack of understanding regarding how severe financial frictions 
fundamentally alter market behaviors and dictate the signaling efficacy of accounting information. 
Therefore, the core scientific problem formulated herein is the necessity to reconcile the stark diver-
gence between traditional information risk models and actual valuation mechanisms in imperfect 
capital markets. Specifically, the prevailing problem is evaluating how strict financial constraints act 
as a boundary condition that governs the transmission between financial reporting transparency and 
corporate valuation.

1. LITERATURE REVIEW  

AND HYPOTHESES

1.1. Theoretical foundations:  
Аgency, information asymmetry, 
and signaling theories

The theoretical framework governing the re-
lationship between FRQ and corporate valu-
ation is inherently grounded in agency theory 
and information asymmetry theory. According 
to Jensen and Meckling (1976), the separation 
of ownership and control inherently generates 
agency conflicts, where managers may priori-
tize opportunistic behaviors over shareholder 
wealth maximization. This moral hazard is ex-
acerbated by information asymmetry (Akerlof, 
1970), which creates an environment where ex-
ternal investors cannot perfectly observe man-
agerial actions or the true economic condition 
of the firm. To mitigate these frictions, high-
quality financial reporting serves as a critical 
monitoring mechanism that constrains oppor-
tunistic earnings management and enhances 
contractual efficiency (Healy & Wahlen, 1999; 
Dechow et al., 2010). Furthermore, signaling 
theory (Spence, 1973; Connelly et al., 2011) 
provides a complementary perspective on how 
firms actively navigate information asymme-
try. Under this paradigm, high-quality firms 
have a strategic incentive to differentiate them-
selves from “lemons” by issuing credible signals 
to the market. In the context of capital markets, 
transparent and high-quality accounting infor-
mation functions as a costly, observable signal 
that reduces investor uncertainty, thereby fun-
damentally altering the firm’s cost of capital and 
valuation dynamics (Lambert et al., 2007).

1.2. The direct impact of FRQ on firm 
value: Traditional paradigm  
vs. emerging market anomalies

Within developed economies, the literature pre-
dominantly supports a traditional, linear paradigm: 
higher FRQ reduces information risk, lowers the cost 
of equity and debt capital, and ultimately maximizes 
firm value (Bushman & Smith, 2001; Francis et al., 
2004, 2005; Gaio & Raposo, 2011). Extensive interna-
tional evidence confirms this positive direct relation-
ship, positing that transparent disclosures uniformly 
benefit corporate valuation across various market 
structures (Gaio & Raposo, 2011). However, when 
transposed to transitional and emerging markets, 
empirical findings become profoundly fragmented 
and controversial. The institutional architecture in 
these economies is typically characterized by weak 
investor protection, concentrated ownership, and 
bank-dependent financial systems (Leuz et al., 2003). 
In Vietnam and similar developing nations, while 
some studies continue to find a positive association 
where earnings quality enhances sustainable perfor-
mance and firm value (Dang & Pham, 2022; Dang 
et al., 2021; Dang et al., 2020a; Latif et al., 2017), a 
growing body of literature reports contrary or mixed 
evidence. For instance, Hutagaol-Martowidjojo et 
al. (2019) document a negative association between 
earnings quality and market value in Indonesia, ar-
guing that in opaque environments, investors might 
actually interpret aggressive earnings management 
as a positive signal of managerial confidence and fu-
ture growth rather than a severe risk factor. Similarly, 
Garanina (2024) demonstrates that in the Russian 
market, the negative impact of earnings manage-
ment on firm value is highly complex and condition-
al. These persistent inconsistencies rigorously chal-
lenge the universal applicability of the traditional 
linear accounting paradigm.
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1.3. The concept and nature  
of financial constraints

To reconcile these empirical anomalies, it is imper-
ative to investigate the structural frictions inherent 
in emerging markets, most notably financial con-
straints. Financial constraints are fundamentally 
conceptualized as the friction that creates a wedge 
between the internal and external cost of funds, 
reflecting the difficulty and premium firms face 
when raising external capital to finance invest-
ment opportunities (Fazzari et al., 1988; Kaplan & 
Zingales, 1997). In perfectly frictionless markets, 
external financing acts as a seamless substitute for 
internal cash flows. However, in reality, due to in-
formation asymmetry and agency costs, external 
capital is often rationed or excessively costly. This 
argument is acutely relevant in emerging markets 
like Vietnam, where enterprises frequently suffer 
from chronic capital barriers and rely heavily on 
credit from commercial banks rather than equity 
markets (Thanh Dong et al., 2025; Hung & Van, 
2020; Dang, 2026; Hung, 2026). Therefore, a firm’s 
level of financial constraint dictates its operational 
flexibility and its strategic dependency on external 
stakeholders.

1.4. The moderating role of financial 
constraints in the FRQ-valuation 
nexus

The theoretical inconsistency surrounding the di-
rect FRQ-valuation relationship highlights a criti-
cal gap: the failure to account for boundary con-
ditions. Synthesizing signaling theory (Connelly 
et al., 2011) with the literature on capital market 
frictions (Kaplan & Zingales, 1997), this study 
posits that the value relevance of FRQ strongly 
depends on a firm’s specific financial constraints. 
In environments characterized by high informa-
tion asymmetry, financially constrained firms 
possess a significantly stronger incentive to signal 
their underlying quality through highly transpar-
ent financial reporting in order to alleviate exter-
nal financing costs, attract investors, and secure 
bank loans (Khan & Shoaib, 2024). For these firms, 
accounting transparency acts as a crucial substi-
tute for financial collateral. Conversely, for uncon-
strained firms with abundant internal resources 
or established access to capital, the marginal valu-
ation benefit derived from improving accounting 

information quality may be negligible. While tra-
ditional information risk models predominantly 
evaluate the direct, unconditional impact of FRQ, 
the literature currently lacks a profound condi-
tional analysis of how severe financial frictions 
act as a core moderating mechanism (Van Linh 
et al., 2022). By evaluating financial constraints 
not merely as a control variable but as the primary 
moderator governing the transmission between 
reporting quality and market valuation, this study 
directly addresses the fragmented anomalies prev-
alent in emerging market literature.

The primary objective of this study is to compre-
hensively examine the impact of FRQ on firm value 
in Vietnam’s emerging market (Dang et al., 2020b), 
while systematically investigating the moderating 
role of financial constraints in this fundamental 
relationship (Khan & Shoaib, 2024). Traditional 
literature frequently posits a direct positive effect 
of transparency on valuation due to reduced infor-
mation risk (Bushman & Smith, 2001; Francis et 
al., 2005). However, empirical anomalies in tran-
sitional economies warrant a deeper condition-
al analysis (Hutagaol-Martowidjojo et al., 2019). 
Grounded in the synthesis of information asym-
metry theory (Akerlof, 1970) and signaling theory 
(Connelly et al., 2011; Spence, 1973), and recogniz-
ing the persistent capital barriers faced by enter-
prises (Kaplan & Zingales, 1997), the research hy-
potheses are formulated as follows:

H1: Financial reporting quality affects firm value. 

H2:  Financial constraints negatively affect firm 
value. 

H3: Financial constraints strengthen the positive 
impact of financial reporting quality on firm 
value.

Following these formulated hypotheses, the con-
ceptual framework of this research establishes a 
conditional valuation framework. In this model, 
FRQ functions as the primary independent pre-
dictor exerting an effect on the dependent vari-
able, firm value. Crucially, financial constraints 
are conceptualized as the core moderating mech-
anism that interacts with FRQ. Rather than a sim-
ple linear transmission, the model posits that the 
signaling efficacy of high-quality financial reports 
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is fundamentally amplified when a firm faces se-
vere external financing barriers (Lambert et al., 
2007). Consequently, this conceptual paradigm 
theoretically captures how firm-specific financial 
frictions dictate the marginal utility of accounting 
transparency, bridging the gap between standard 
information risk models and the practical realities 
of imperfect capital markets.

2. RESEARCH METHODOLOGY

2.1. Empirical models

To test the hypotheses, this study employs panel 
data regression with firm–clustered standard er-
rors to control for autocorrelation and heteroske-
dasticity (Wooldridge, 2010).

Baseline model:

0 1
 .it it ii ttF FRQ Contro sV lβ β β ε+= + +  (1)

Moderation model:
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where FV represents TOBINQ or LogPRICE. 
Following the moderating variable testing ap-
proach, a positive and statistically significant co-
efficient β

3
 indicates that financial constraints 

strengthen the impact of FRQ on firm value 
(Baron & Kenny, 1986). The regression results re-
ported in the empirical tables show that the inter-
action term FRQ × FC is positive and significant, 
consistent with theoretical expectations.

2.2. Variable measurement

Dependent variable: Firm value is measured us-
ing two indicators: Tobin’s Q (TOBINQ): the ratio 
of market value to book value of assets, reflecting 
growth expectations (Tobin, 1969); Logarithm of 
stock price (LogPRICE): representing firm-level 
market valuation (Ohlson, 1995). Using two prox-
ies allows robustness testing of the results.

Independent variable: FRQ is measured using 
widely adopted accrual-based models in account-

ing research: Discretionary accruals model (Jones, 
1991); Accrual estimation error model (Dechow et 
al., 1995); Performance-matched accrual model 
(Kothari et al., 2005). All measures are multiplied 
by (−1) so that higher values indicate higher re-
porting quality (Dechow et al., 2010). In addition, 
a composite FRQ index is constructed by stan-
dardizing and averaging measures to reduce mea-
surement error.

Moderating variable: Financial constraints are 
measured using the Kaplan-Zingales (KZ) in-
dex, reflecting dependence on internal cash flow 
and external financing costs (Kaplan & Zingales, 
1997). A higher index indicates greater financial 
constraint.

Control variables: Based on prior studies, the mod-
el includes control variables affecting firm value: 
firm size (SIZE), leverage (LEV), liquidity (LIQ), 
board size (BSIZE), board independence (BDIND), 
and Big4 auditor (BIG4). These variables have been 
shown to influence market valuation and cost of 
capital (Francis et al., 2005; Bushman & Smith, 
2001; Hung et al., 2020; Van Khanh & Hung, 2020; 
Dang & Pham, 2022; Phuong et al., 2020; Ha et al., 
2023; Hung et al., 2023).

2.3. Data and sample

The study uses panel data of 642 listed companies 
on the Vietnam Stock Exchange over the period 
2016–2024. The sample is collected from audited 
financial statements and stock market trading da-
ta. Firms in the financial, banking, and insurance 
sectors are excluded due to their distinct finan-
cial structure and specific accounting regulations. 
Additionally, observations with missing data or 
extreme outliers are removed to ensure estimation 
reliability. After data processing, the final dataset 
consists of approximately 5,654 firm-year obser-
vations, consistent with the requirements of panel 
regression analysis in corporate finance research 
(Wooldridge, 2010).

3. RESULTS AND DISCUSSION

Table 1 reports the descriptive statistics for a da-
taset consisting of 5,654 firm-year observations, 
indicating a sufficiently large sample for panel re-
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gression analysis. Firm value measured by Tobin’s 
Q has a mean of 1.146, exceeding one, suggesting 
that listed firms in Vietnam are generally valued 
by the market above their book value. However, 
the relatively large standard deviation (0.574) 
and wide range (0.19-5.06) reflect substantial het-
erogeneity in growth expectations across firms. 
Similarly, Log(Price) has a mean of 9.738 with 
considerable dispersion, implying heterogeneity 
in firm size and stock valuation.

The financial reporting quality measures (FRQ1, 
FRQ2, FRQ3) all exhibit negative mean values and 
relatively large standard deviations. Because the 
variables are multiplied by (−1), higher values in-
dicate higher reporting quality; therefore, the sub-
stantial dispersion suggests notable differences in 
transparency across firms. This is consistent with 
characteristics of emerging markets, where disclo-
sure quality remains uneven.

The financial constraints variable (FC) has a mean 
of 0.627, indicating that a large proportion of firms 
face financing constraints, consistent with a bank-
dependent capital market structure. Regarding 
control variables, average leverage is 47%, reflect-
ing relatively high debt usage, while the propor-
tion of Big4 auditors is only about 27%, implying 
limited external monitoring. The average board 
size is approximately 5-6 members, and the pro-
portion of independent directors is low (18.6%), 
suggesting that corporate governance mecha-
nisms in Vietnam are still developing.

Overall, the descriptive statistics show appropri-
ate variation in the data, capturing real differences 
across firms and providing a suitable foundation 

for testing the moderating role of financial con-
straints in the relationship between financial re-
porting quality and firm value.

Appendix A presents the correlation matrix, show-
ing that the linear relationships among variables 
in the model are generally low to moderate, im-
plying that multicollinearity is not a serious con-
cern. Firm value (TOBINQ) is positively correlated 
with LogPRICE (0.6088), indicating consistency 
between the market-based valuation measures. In 
contrast, TOBINQ exhibits only very weak correla-
tions with the financial reporting quality measures 
(FRQ1, FRQ2, FRQ3), ranging from 0.006 to 0.0334, 
suggesting that the impact of FRQ on firm value 
may not be direct but operates through the moder-
ating mechanism of financial constraints (FC).

Notably, the correlation coefficient between FRQ2 
and FRQ3 reaches 0.9933, indicating that the two 
measures are nearly informationally identical, 
consistent with their shared foundation in adjust-
ed accrual models. This justifies the construction 
of a composite index to reduce measurement error. 
FC shows a relatively strong positive correlation 
with SIZE (0.7607) and LEV (0.3488), supporting 
the theoretical argument that firms with different 
sizes and leverage levels face different degrees of 
financial constraints.

The remaining control variables exhibit correla-
tions below 0.5, suggesting that the subsequent re-
gression models can be estimated reliably. 

The baseline regression results (Appendix B) indi-
cate that financial reporting quality (FRQ) has a 
statistically significant impact on firm value; how-

Table 1. Descriptive statistics

Variable Obs Mean Std. dev. Min Max

TOBINQ 5,654 1.145569 0.573764 0.190442 5.063342

LogPRICE 5,654 9.738469 0.894633 6.55108 12.76597

FRQ1 5,654 –0.11246 0.636343 –46.5208 –6.42E–06

FRQ2 5,654 –0.10559 0.153516 –3.96607 –0.0000105

FRQ3 5,654 –0.10493 0.15283 –3.96563 –0.0000105

BDIND 5,645 0.185685 0.164907 0 0.8

BSIZE 5,645 5.356599 1.352817 2 11

BiG4 5,654 0.273965 0.446031 0 1

LEV 5,654 0.470818 0.225747 0.000622 1.601187

SIZE 5,654 27.6909 1.672666 23.34193 34.36037

LIQ 5,654 2.803356 5.211621 0.033829 146.9157

FC 5,654 0.626636 0.48374 0 1
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ever, the coefficients consistently exhibit nega-
tive signs across all measures. Specifically, when 
TOBINQ is used as the dependent variable, the 
proxies FRQ1 (−0.0134; p < 0.01), FRQ2 (−0.0852; 
p < 0.1), FRQ3 (−0.0881; p < 0.05), and the compos-
ite FRQ index (−0.0436; p < 0.01) all display nega-
tive coefficients. Similar results are observed us-
ing LogPRICE, with even higher statistical signifi-
cance, particularly for FRQ2 and FRQ3 at the 1% 
level. This implies that in the Vietnamese market 
context, firms with lower discretionary accruals 
(i.e., higher FRQ) are not necessarily valued more 
highly by the market in the short run. In other 
words, investors may react more strongly to earn-
ings signals than to earnings quality.

The control variables yield results consistent with 
theoretical expectations. Big4 auditing has a posi-
tive and statistically significant effect on both 
TOBINQ and LogPRICE, highlighting the certi-
fication role of high-quality auditing. Financial 
leverage (LEV) has a significantly positive effect 
on TOBINQ but is insignificant for LogPRICE, 
suggesting investors interpret leverage more as 
a growth signal than a short-term valuation sig-
nal. Firm size (SIZE) is negatively associated with 
TOBINQ but positively related to LogPRICE, im-
plying growth saturation effects for large firms 
while their stock prices remain relatively stable. 
Liquidity (LIQ) and board independence (BDIND) 
are not statistically significant.

The R2 values of approximately 9-10% for TOBINQ 
and 22–23% for LogPRICE indicate that the mod-
el explains short-term market price variation bet-
ter than long-term valuation indicators. Overall, 
the findings provide preliminary evidence that 
the relationship between FRQ and firm value in 
Vietnam may be indirect, supporting the potential 
moderating role of financial constraints in subse-
quent analyses.

Appendix С reports the regression results with 
interaction terms, showing that financial con-
straints (FC) play a significant moderate role in 
the relationship between financial reporting qual-
ity (FRQ) and firm value. First, the coefficients of 
FRQ1, FRQ2, FRQ3, and the composite FRQ re-
main negative and statistically significant for both 
TOBINQ and LogPRICE (p < 0.05 or better), con-
firming that under normal conditions, firms with 

higher reporting quality are not immediately val-
ued more highly by the market.

However, after introducing the interaction term 
FRQ×FC, the interaction coefficients are positive 
and mostly statistically significant. Specifically, 
for TOBINQ, FRQ1_FC (0.166), FRQ2_FC (0.207), 
FRQ3_FC (0.220), and FRQ_FC (0.198) are signifi-
cant at the 5%-10% levels. This indicates that among 
firms facing higher financial constraints, the nega-
tive impact of FRQ on firm value is substantially 
mitigated and even tends to reverse. In other words, 
the market values transparent accounting informa-
tion more highly when external financing costs and 
information asymmetry are high.

For LogPRICE, the moderating effect persists but 
is weaker: FRQ1_FC and FRQ_FC are marginally 
significant, whereas FRQ2_FC and FRQ3_FC are 
no longer statistically significant. This suggests 
that financial constraints play a more pronounced 
role for long-term valuation (Tobin’s Q) than for 
short-term price reactions.

Overall, the results provide strong empirical evi-
dence that financial reporting quality becomes 
value-relevant primarily when firms experience 
financial difficulty. This finding is consistent with 
information asymmetry theory: the benefits of 
transparency increase when investors lack alter-
native signaling sources.

Based on the empirical analyses, the hypotheses 
testing results are summarized as follows:

H1 (Financial reporting quality affects firm val-
ue) is supported. The baseline regression results 
(Appendix B) demonstrate that FRQ has a statisti-
cally significant, albeit negative, direct impact on 
firm value.

H2 (Financial constraints negatively affect firm val-
ue) is rejected. The regression results (Appendix 
C) do not indicate a negative effect; instead, the 
coefficient for financial constraints (FC) is statisti-
cally positive.

H3 (Financial constraints strengthen the positive 
impact of financial reporting quality on firm val-
ue) is supported regarding its moderating nature. 
Although the baseline impact of FRQ is nega-
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tive, the interaction term (FRQ × FC) is positive 
and statistically significant (Appendix C). This 
confirms the core proposition that financial con-
straints act as a positive moderator, successfully 
mitigating and reversing the negative direct effect 
of FRQ on firm value.

The empirical results of this study reveal two pri-
mary findings regarding the relationship between 
FRQ and firm value in Vietnam. First, our base-
line regression demonstrates that FRQ negatively 
affects firm value in a direct relationship. We in-
terpret this result as a “risk-revelation” mecha-
nism: In an emerging market, higher transparency 
restricts managers from hiding unfavorable news, 
thereby eliminating investors’ over-optimistic val-
uations and bringing stock prices closer to their 
fundamental values.

When comparing this finding with prior litera-
ture, our result directly contradicts the tradition-
al assumption that transparency uniformly in-
creases valuation, as suggested by Bushman and 
Smith (2001), Gaio and Raposo (2011). Conversely, 
our finding is highly consistent with Hutagaol-
Martowidjojo et al. (2019), confirming that in in-

stitutional environments with high information 
asymmetry, the market often misinterprets earn-
ings management as a positive growth signal rath-
er than a risk factor.

Second, and more importantly, our moderation 
analysis reveals a positive and significant interac-
tion effect between FRQ and financial constraints. 
This indicates that for highly constrained firms, 
FRQ acts as a vital signaling tool to attract capital, 
thereby enhancing firm value. Compared to previ-
ous domestic studies, particularly Dang et al. (2020), 
Latif et al. (2017), and Dang and Tran (2019), which 
documented a simple positive direct impact of FRQ, 
our findings provide a deeper explanatory mecha-
nism. We demonstrate that the positive valuation 
effect observed in those prior studies is not univer-
sal but is strictly concentrated among the subset of 
firms facing severe capital barriers. This compari-
son highlights our core contribution: it empirically 
extends the theoretical propositions of Lambert et 
al. (2007), Van Linh et al. (2022), and Khan and 
Shoaib (2024) by proving that in bank-dependent 
economies, accounting transparency serves pri-
marily as a substitute for financial collateral rather 
than a general driver of market value.

CONCLUSION, LIMITATIONS AND FUTURE RESEARCH 

This study aims to examine the direct impact of financial reporting quality on firm value and investigate 
the moderating role of financial constraints in the emerging market of Vietnam. Regarding the empiri-
cal results, the baseline analysis indicates that financial reporting quality negatively affects firm value in 
a direct relationship, suggesting that higher transparency restricts overly optimistic market valuations. 
However, the moderation analysis reveals a significantly positive interaction effect, demonstrating that 
for firms facing severe capital barriers, improved information quality acts as a vital mechanism to re-
duce the cost of capital and enhance valuation. From these results, it can be concluded that the valuation 
role of financial reporting quality in emerging markets is not universally positive but is highly condi-
tional upon a firm’s financial frictions. Consequently, for financially constrained firms, enhancing ac-
counting transparency is a strategic imperative to substitute for financial collateral and attract external 
financing, which means investors and regulators must evaluate corporate transparency through the lens 
of firm-specific financial conditions rather than applying a uniform valuation approach.

The study has several limitations. First, FRQ is primarily measured using accrual-based models and 
therefore does not fully capture other dimensions of information quality, such as timeliness, predictive 
ability, or disclosure quality. Second, financial constraints are proxied by the KZ index, which may not 
comprehensively reflect financial frictions in emerging markets. Third, the study relies on listed firms, 
limiting the generalizability of the findings to unlisted firms.

Future research may be extended in three directions. First, additional FRQ measures could be employed, 
such as earnings quality, earnings persistence, or cash flow quality. Second, alternative financial con-
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straint indices (SA, WW index) could be used to test the robustness of the results. Third, future studies 
may incorporate corporate governance, ownership structure, or institutional environment factors to 
better clarify the transmission mechanism between information transparency and firm value in emerg-
ing economies.
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APPENDIX A

Table A1. Correlation matrix

Variable TOBINQ LogPRICE FRQ1 FRQ2 FRQ3 BDIND BSIZE BiG4 LEV SIZE LIQ FC

TOBINQ 1

LogPRICE 0.6088 1

FRQ1 0.006 0.0123 1

FRQ2 0.0334 0.0036 0.3778 1

FRQ3 0.0323 0.0019 0.3777 0.9933 1

BDIND 0.02 0.0123 0.0193 0.0187 0.0183 1

BSIZE 0.1604 0.2521 0.0297 0.1128 0.1101 0.0669 1

BiG4 0.1638 0.2716 0.0218 0.0597 0.0607 0.1001 0.1814 1

LEV 0.0927 0.031 0.0089 0.023 0.0213 0.0048 0.0482 0.0581 1

SIZE 0.0709 0.2308 0.0081 0.079 0.079 0.2622 0.3194 0.4492 0.3669 1

LIQ 0.0168 0.0503 0.0087 0.0357 0.0383 0.0258 0.0834 0.0828 0.4378 0.1845 1

FC 0.0254 0.139 0.0037 0.0547 0.054 0.2405 0.2265 0.3191 0.3488 0.7607 0.1689 1

APPENDIX B

Table B1. Baseline regression results

Variable TOBINQ TOBINQ TOBINQ TOBINQ LogPRICE LogPRICE LogPRICE LogPRICE

FRQ1
–0.0134*** –0.0257**

[–3.48] [–2.38]

FRQ2
–0.0852* –0.237***

[–1.92] [–5.73]

FRQ3
–0.0881** –0.241***

[–1.97] [–5.75]

FRQ
–0.0436*** –0.0979**

[–2.64] [–2.30]

BDIND
0.0385 0.0397 0.0399 0.0389 0.0819 0.0851 0.0855 0.0827

[0.56] [0.58] [0.58] [0.57] [0.94] [0.97] [0.98] [0.95]

BSIZE
0.0126 0.0128 0.0128 0.0126 0.0320* 0.0324* 0.0322* 0.0319*

[0.99] [1.01] [1.00] [0.99] [1.77] [1.79] [1.78] [1.76]

BiG4
0.0656*** 0.0659*** 0.0659*** 0.0664*** 0.160*** 0.162*** 0.162*** 0.162***

[2.64] [2.66] [2.65] [2.67] [3.22] [3.28] [3.28] [3.27]

LEV
0.368*** 0.357*** 0.357*** 0.364*** –0.0693 –0.0977 –0.0981 –0.0769

[4.21] [4.11] [4.10] [4.17] [–0.54] [–0.76] [–0.76] [–0.60]

SIZE
–0.174*** –0.172*** –0.172*** –0.174*** 0.0720** 0.0749** 0.0749** 0.0693*

[–7.07] [–7.07] [–7.06] [–7.05] [1.98] [2.10] [2.10] [1.91]

LIQ
–0.00128 –0.00136 –0.00136 –0.00129 0.000762 0.000593 0.000585 0.000769

[–0.92] [–0.97] [–0.97] [–0.92] [0.29] [0.22] [0.21] [0.29]

_cons
5.681*** 5.620*** 5.621*** 5.698*** 7.571*** 7.481*** 7.482*** 7.640***

[8.73] [8.74] [8.73] [8.69] [7.71] [7.77] [7.76] [7.78]

N 5645 5645 5645 5645 5645 5645 5645 5645

R-sq 0.096 0.097 0.097 0.097 0.227 0.231 0.231 0.229

Note: t statistics in brackets; * p < 0.1, ** p < 0.05, *** p < 0.01.
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APPENDIX C

Table C1. Regression results with the moderating variable of financial constraints

Variable TOBINQ TOBINQ TOBINQ TOBINQ LogPRICE LogPRICE LogPRICE LogPRICE

FRQ1
–0.176** –0.188**

[–2.12] [–2.27]

FRQ1_FC
0.166** 0.161*

[2.00] [1.93]

FRQ2
–0.217** –0.263***

[–2.18] [–3.25]

FRQ2_FC
0.207* 0.0129

[1.95] [0.14]

FRQ3
–0.229** –0.273***

[–2.30] [–3.31]

FRQ3_FC
0.220** 0.0248

[2.07] [0.27]

FRQ
–0.220** –0.247***

[–2.36] [–2.89]

FRQ_FC
0.198** 0.152*

[2.10] [1.65]

FC
0.827*** 0.832*** 0.831*** 0.830*** 2.900*** 2.899*** 2.897*** 2.902***

[4.79] [4.82] [4.81] [4.81] [9.12] [9.22] [9.22] [9.16]

BDIND
0.0207 0.0215 0.0216 0.0215 0.0259 0.0322 0.0325 0.028

[0.30] [0.31] [0.31] [0.31] [0.32] [0.39] [0.40] [0.34]

BSIZE
0.00754 0.00763 0.00751 0.00756 0.0293* 0.0291* 0.0289* 0.0292*

[0.58] [0.59] [0.58] [0.59] [1.71] [1.70] [1.70] [1.71]

BiG4
0.0563** 0.0548** 0.0548** 0.0564** 0.134*** 0.134*** 0.134*** 0.136***

[2.19] [2.14] [2.14] [2.20] [2.93] [2.97] [2.97] [2.99]

LEV
0.453*** 0.449*** 0.448*** 0.449*** 0.343*** 0.317*** 0.317*** 0.335***

[4.96] [4.94] [4.93] [4.93] [2.86] [2.65] [2.65] [2.80]

SIZE
–0.174*** –0.171*** –0.171*** –0.172*** 0.0794** 0.0767** 0.0771** 0.0800**

[–6.24] [–6.17] [–6.17] [–6.23] [2.41] [2.34] [2.35] [2.44]

LIQ
–0.0023 –0.00243* –0.00244* –0.00240* 0.0000148 –0.000283 –0.000296 –0.000139

[–1.59] [–1.71] [–1.72] [–1.67] [0.01] [–0.18] [–0.19] [–0.09]

_cons
5.636*** 5.550*** 5.546*** 5.580*** 6.917*** 6.990*** 6.980*** 6.896***

[7.51] [7.45] [7.45] [7.51] [7.71] [7.84] [7.82] [7.73]

N 4906 4906 4906 4906 4906 4906 4906 4906

R-sq 0.122 0.123 0.124 0.123 0.35 0.353 0.353 0.352

Note: * p < 0.1, ** p < 0.05, *** p < 0.01.
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