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Abstract: It has been Five years since China Securities Regulatory Commission set up the MD&A disclosure
system in 2002. Do the current MD&As disclosed by Chinese listed companies have the expected function
of improving the quality of information disclosure?This paper studies the usefulness of MD&A.The
empirical results show that Chinese MD&As are effective predicting indictors of the companies’ future
operating results and the stock market does make reactions quickly and accordingly. But this paper
also shows that Chinese investors might have placed too much confidence in the forward-looking
information in the MD&A and the managements of Chinese public companies have a tendency to disclose
more good news and less bad news in the MDE&A.
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