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What is this Study About?

This study investigates how Section 404 of the Sarbanes-Oxley Act's deregulation, specifically
the 2007 amendments that eased internal controls and reporting requirements, affects investor
perceptions. The researchers explore market reactions to pivotal events leading up to the
regulatory changes, assessing whether investors perceive these changes as detrimental to
financial reporting quality.

What are the major findings of the study?

Investors negatively perceive the deregulation of Section 404 of the Sarbanes-Oxley Act,
particularly the 2007 amendments that relaxed internal controls and reporting requirements.
This reaction suggests a broad investor preference for stringent regulatory oversight, deemed
essential for maintaining financial reporting integrity. The researchers underscore the critical
role of regulatory frameworks in bolstering investor confidence and market stability,
highlighting the potential consequences of regulatory changes on investor perceptions and the
valuation of corporate governance practices.

Why is the study important?

Highlighting investor sentiment toward the balance between regulatory oversight and corporate
freedom, this study contributes to understanding the broader implications of government
deregulation on market stability and confidence. It underscores the value investors place on
stringent controls and transparency in corporate governance, relevant for policymakers
considering future regulatory adjustments.
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