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Abstract: The new accounting standards, implemented on January 1, 2007, prescribe that the
initial classification of financial assets should be divided according to the managers’ intention,
giving the management more choices. This paper studied the characteristics of those companies
with a higher proportion of “available for sde” financial assets from the angel of discretionary
accruas and the performance, and then furthered examination of its economic consequences. We
found that the higher discretionary accruals and the poorer performance the company has, the
more likely it is to classify the financia assets as “available for sale”, and the higher possibility it
is to achieve small profits. This study concluded that the initial classification of financial assets
under the current guidelines may have become a new way for listed companies to implement
Earnings Management.
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