Accepted Manuscript

RESEARCH IN
INTERNATIONAL

Title: Audit Quality During the Global Financial Crisis: The
Investors’ Perspective

Authors: Khurram Shahzad, Thierry Pouw, Ghulame
Rubbaniy, Osama El-Temtamy

PII: S0275-5319(17)30195-2

DOI: http://dx.doi.org/doi:10.1016/j.ribaf.2017.07.137
Reference: RIBAF 827

To appear in: Research in International Business and Finance
Received date: 17-3-2017

Accepted date: 6-7-2017

Please cite this article as: Shahzad, Khurram, Pouw, Thierry, Rubbaniy,
Ghulame, El-Temtamy, Osama, Audit Quality During the Global Financial
Crisis: The Investors’ Perspective.Research in International Business and Finance
http://dx.doi.org/10.1016/j.ribaf.2017.07.137

This is a PDF file of an unedited manuscript that has been accepted for publication.
As a service to our customers we are providing this early version of the manuscript.
The manuscript will undergo copyediting, typesetting, and review of the resulting proof
before it is published in its final form. Please note that during the production process
errors may be discovered which could affect the content, and all legal disclaimers that
apply to the journal pertain.


http://dx.doi.org/doi:10.1016/j.ribaf.2017.07.137
http://dx.doi.org/10.1016/j.ribaf.2017.07.137

Audit Quality During the Global Financial Crisis: The

Investors' Perspective.

Khurram Shahzad
Thierry Pouw *
Ghulame Rubbaniy¥

Osama El-Temtamy¥

*Faculty of Business and Economics, Vrije University, Amsterdam, the Netherlands

¥ College of Business, Zayed University, Abu Dhabi, UAE

Correspondence address: De Boelelaan 1105 1081 HV Amsterdam, The Netherlands

Phone: +31 0(20) 598 2264; email: k.shahzad@vu.nl

Abstract

In response to the concerns raised by the financial media and regulators about the audit quality around the
recent global financial crisis (GFC), this study examines whether investors also perceived the audit
quality to have declined during the GFC. Based on a sample of US firms over 2003-2009 and using the
information content of earnings announcements as the proxy for the investors’ perception of the audit
quality, we find evidence of an increase in the information content of earnings announcements during the
GFC period compared to pre-GFC period. The subsample analysis shows an increase in the information
content of earnings announcements for both the non-financial and financial firms. Our results also show
that the increase in the information content of earnings announcements is not dependent on auditors’ size
(Big 4 versus non-Big 4 auditors) or auditors’ independence (based on the level of audit, non-audit and
total audit fee). Additional tests also reveal that the reported increase in the information content of
earnings announcements are not driven by a general decline in the richness of information environment
during the GFC. Overall, our results provide a strong evidence of an increase in the perceived quality of

audits during the GFC for US firms non-financial and financial firms.
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