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Abstract
The SEC seeks to mandate disclosures that effectively inform retail investor decision making. To evaluate these efforts, I investigate how retail investors, relative to institutional investors, process non-reliance restatements. I find that both retail and institutional investors revise expectations about firm value and modify investment decisions following these disclosures. However, in contrast to regulator efforts, the results suggest that the costs to process non-reliance restatements are disproportionately high for retail investors. Specifically, individuals tend to disagree regarding the implications of these disclosures for firm value, whereas institutions tend to draw similar inferences. Moreover, individuals take significantly longer than institutions to fully modify their investment holdings. Cross-sectional tests reveal that a strong information environment can mitigate these disparate effects and that individuals process restatements more effectively when the underlying misstatement is common among industry peers. Collectively, this study provides valuable insights for academics, regulators, and practitioners regarding retail investors’ ability to process an important accounting disclosure.
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Section 1. Introduction
The U.S. Securities and Exchange Commission (SEC) requires firms to file a Form 8-K, Item 4.02, within four days of determining that previously issued financial statements should no longer be relied upon due to a material misstatement (SEC 2004).[footnoteRef:1] This disclosure provides important information to investors regarding the quality of reported earnings and the firm’s ability to generate future cash flows. In this paper, I investigate how retail investors, who are a relatively less sophisticated group of market participants (Barber and Odean 2000, 2008), process non-reliance restatements. For comparative purposes, I benchmark retail trading behavior to that of institutional investors, a more sophisticated investor class. Because trading in response to a financial disclosure provides direct evidence that it affects investor expectations and investment decisions (Cready and Hurtt 2002; Bamber, Barron, and Stevens 2011), I first examine whether, when, and to what extent retail investors exhibit abnormal trade volume around non-reliance restatements in order to assess whether these disclosures affect retail investor decision making. Then, I use trade consensus (Miller 2010) and disagreement resolution speed (Balakrishnan, Gkougkousi, Landsman, and Taori 2022) in order to assess whether retail investors can process non-reliance restatements effectively. I maintain that processing is effective when investors draw similar inferences when presented with similar information and when new information is incorporated into trading decisions in a timely manner. [1:  A misstatement refers to an underlying error in financial reporting. Misstatements can span a single or multiple reporting periods. A restatement refers to the disclosure of a prior misstatement. Material misstatements (i.e., those where management determines that previously issued financial statements should no longer be relied upon) must be disclosed on Form 8-K, whereas immaterial misstatements can be corrected in a future annual or quarterly report by revising prior year accounts or by making out-of-period adjustments.] 

This study is motivated by current SEC policy initiatives. A central tenet of the SEC’s mission is to protect investors, and throughout its history, its primary focus has been on retail investors.[footnoteRef:2] A current SEC initiative is to “modernize design, delivery, and content of disclosures so investors, including in particular retail investors, can access consistent, comparable, and material information to make informed investment decisions.”[footnoteRef:3] Analyzing trade behavior following a disclosure can provide insight into investors’ ability to discern useful, decision-relevant information. I compare retail and institutional trading around non-reliance restatements to learn more about these groups’ ability to identify, acquire, and integrate material information following an important accounting disclosure (Blankespoor, deHaan, Wertz, and Zhu 2019). [2:  A discussion of the SEC’s mission and its commitment to retail, or Main Street, investors is available at: https://www.sec.gov/about/what-we-do. SEC commissioners also reference the goal of protecting retail investors’ interests in publicly available speeches. See, for example, Mary Jo White’s 2014 speech, “Protecting the Retail Investor,” available at: https://www.sec.gov/news/speech/mjw-speech-032114-protecting-retail-investor and Jay Clayton’s 2019 speech, “Remarks to the Economic Club of New York,” available at: https://www.sec.gov/news/speech/speech-clayton-2019-09-09.]  [3:  This is one of three current SEC initiatives aimed at fulfilling their goal to protect the investing public against fraud, manipulation, and misconduct. For more information, see Goal 1 under “Our Goals,” available at: https://www.sec.gov/our-goals. ] 

This is an important setting to examine retail investors’ ability to process important accounting disclosures for several reasons. First, non-reliance restatements are major corporate announcements that, by definition, are likely to influence a reasonable financial statement user’s judgment (SEC 1999; FASB 2018). Accordingly, prior studies find that stock prices fall around restatement announcements (e.g., Palmrose, Richardson, and Scholz 2004; Hennes, Leone, and Miller 2008; Lerman and Livnat 2010; Burks 2011), suggesting that the market as a whole significantly revises its beliefs about firm value following these disclosures.[footnoteRef:4] [4:  In Section 4, I confirm that non-reliance restatements generate negative returns during my sample period.] 

Second, unlike earnings announcements and other periodic filings that are regularly scheduled and easily anticipatable, non-reliance restatement announcements can occur at any time, thereby requiring that investors incur greater monitoring costs to be informed (Grossman and Stiglitz 1980; Merton 1987; Hirshleifer and Teoh 2003). Heightened monitoring costs are likely to disproportionately burden retail investors because individuals, relative to institutions, are more attention and resource constrained (Barber and Odean 2008; Lou 2014).
Third, restatements are particularly difficult to process because they can affect estimates of future cash flows as well as the cost of capital (Hribar and Jenkins 2004; Kravet and Shevlin 2010). Moreover, restatements provide information that can change investor perceptions about a firm’s economic prospects as well as investor perceptions about the credibility of its reported financial information and management (Gleason, Jenkins, and Johnson 2008; Wilson 2008). Because individuals generally lack the knowledge about accounting standards and financial reporting regulations, the access to management, and the time and technological resources enjoyed by institutions, non-reliance restatements could disparately affect retail and institutional trading if individuals are less able to process the disclosures effectively and integrate any relevant information into an informed trading strategy. Together, even though non-reliance restatements are major corporate announcements that materially impact firm value, it is unclear whether less sophisticated, retail investors can effectively identify, acquire, and integrate decision-relevant information into their trading decisions following these important accounting disclosures.[footnoteRef:5] [5:  Decision-relevant information is not limited to details contained in the Form 8-K. Investors also gather decision-relevant information from market movements (i.e., trade volume and stock prices) and information intermediaries (e.g., the business press and social media) (Barber and Odean 2008; Farrell, Green, Jame, and Markov 2022).] 

I examine material misstatements that are disclosed on Form 8-K, as opposed to immaterial misstatements that are disclosed in periodic filings, for several reasons. First, the issuance of a Form 8-K indicates that the firm believes a reasonable investor would consider the restatement to be important (SEC 1999; FASB 2018). Therefore, I exclude restatements that are not expected to be important for investment decisions. Second, restatements disclosed in periodic filings are likely confounded by other news in the Form 10-K or 10-Q, making it difficult to differentiate investor reactions to the restatement announcement from investor reactions to other news in the periodic filing. Third, my focus on non-reliance restatements allows me to assess whether, or under what conditions, retail investors process accounting restatements effectively under the current Form 8-K filing regime.
	Consistent with prior research, I find that non-reliance restatements during my sample period elicit a negative and significant stock price reaction, confirming that, on average, the market significantly lowers its expectations about firm value following these disclosures. I find that most of the decline in stock price occurs during the first minute of trading following the announcement. In my main empirical tests, I evaluate retail and institutional investor trade volume around restatements and find that both individuals and institutions exhibit positive and significant trade volume following these announcements. Trade volume peaks on the day of the announcement and, in general, monotonically decreases over the next four to eight trading days until becoming statistically insignificant. I also examine minute-by-minute trade volume during the initial period surrounding the disclosure and find that institutional investors’ initial response occurs significantly sooner than retail investors’, revealing the speed at which sophisticated market participants can process new disclosures and execute revised trading strategies.[footnoteRef:6] [6:  Specifically, I examine the period from 20 minutes before the announcement through 60 minutes after and find that institutional investors execute 50% of their trade volume 15 minutes sooner than retail investors.] 

	I use two methods from prior research to compare the effectiveness of retail and institutional investor information processing following non-reliance restatements. First, I use trade consensus, from Miller (2010), to evaluate the degree to which retail (institutional) investors trade in the same direction (i.e., buy or sell) as other retail (institutional) investors. Miller (2010) calculates trade consensus as the absolute value of daily net buyer-initiated trade volume, divided by total trade volume, for each investor group. The measure is bounded by zero and one and increases in the degree of within-group trade consensus. I find that non-reliance restatements significantly decrease trade consensus among retail investors but significantly increase trade consensus among institutional investors. This suggests that individuals tend to disagree regarding the effect of non-reliance restatements on terminal value, whereas institutions tend to draw similar inferences. In additional analyses, I separately identify the period between the Form 8-K event and filing dates and find that institutional consensus initially declines at the event date but subsequently improves at the filing date. This finding reveals that a firm’s internal discovery of a material error initially spurs disagreement among institutions but that this disagreement is resolved when the error is disclosed publicly. Thus, it appears that some, but not all, institutions become aware of material misstatements and revise their trading strategies prior to the public Form 8-K restatement disclosures.
	Second, I use disagreement resolution speed, adapted from Balakrishnan et al. (2022), to assess the rate at which retail and institutional investors fully integrate new information from non-reliance restatements into their trading decisions. Specifically, I calculate the area under the graph depicting cumulative trade volume over the first 3,900 trading minutes (i.e., ten trading days) following the restatement announcement for both retail and institutional investors. Balakrishnan et al. (2022) explains that this measure is the volume analogue to the intraperiod timeliness metric used in prior research to assess the speed of price discovery (e.g., Butler, Kraft, and Weiss 2007; Blankespoor, deHaan, and Zhu 2018), where higher values indicate more timely trading. I find that institutional trade volume reflects the information disclosed in restatements significantly sooner than retail trade volume. Together, the results from the trade consensus and disagreement resolution speed tests provide evidence that retail investors are ineffective at processing restatements and indicate that, in contrast to SEC efforts, non-reliance restatement disclosures are challenging for retail investors to process effectively.
	To provide evidence that the main results are attributable to the costs of processing non-reliance restatements, as opposed to the costs of processing firm disclosure in general, I also examine the effect of auditor resignation announcements on retail and institutional investor trading. Similar to non-reliance restatements, auditor resignations are disclosed on Form 8-K and generally provide negative information about the firm. Accordingly, I find that auditor resignation announcements generate a negative and significant stock price reaction as well as positive and significant retail and institutional investor trade volume. However, in contrast to non-reliance restatements, I do not find that auditor resignation announcements have any disparate effect on retail and institutional investor trade consensus. Although I find some evidence that institutional investors modify their trading decisions sooner than retail investors following auditor resignation announcements, the result is not as statistically significant as compared to the non-reliance restatement tests. Overall, it does not appear that the main empirical results of this paper are only attributable to differences in disclosure processing effectiveness across retail and institutional investors. Rather, it appears that non-reliance restatements are a particularly difficult accounting disclosure for less sophisticated retail investors to process effectively.
Cross-sectionally, I examine whether the disparate effects on trade consensus and disagreement resolution speed vary based on the strength of the information environment or characteristics of the restatement. I posit that a strong information environment, including an active business press, can reduce processing costs by lowering awareness, acquisition, and integration costs (Blankespoor, deHaan, and Marinovic 2020). Consistent with expectations, I find that the disparate effects can be mitigated in large firms, as well as in firms with high analyst following, institutional ownership, or media coverage – suggesting that individuals process restatements more effectively when the pre-existing information environment is strong. I do not find that a news article about the restatement or disclosure length or readability mitigates the effects on trade consensus or disagreement resolution speed. However, I find that retail investor trade consensus is relatively higher when the underlying misstatement is common among industry peers over the prior year. This finding suggests that individuals learn from prior restatements, which allows them to process future restatements more effectively.
My regression analyses include restatement fixed effects to control for any unobserved, firm-level characteristics that remain constant over the restatement trading window and that are associated with retail and institutional investor trading activity. In analyses examining disparate treatment effects across investor classes, the restatement fixed effects ensure a within-firm comparison that benchmarks retail investor trading against institutional investor trading for the same firm during the same period in time. This mitigates concerns about differences in investor composition across firms.
This study capitalizes on the distinction between volume and price reactions and responds to a call by Bamber et al. (2011) for more evidence on what specific investor classes are advantaged or disadvantaged by various features of public disclosure (Bamber et al. 2011, pp. 457–458). Prior research on accounting restatements focuses on stock price reactions. However, because stock returns reflect changes in market expectations as a whole, stock price reaction tests are not well-suited for examining how aspects of disclosure affect investor expectations and decision making (Beaver 1968). This study finds that both retail and institutional investors revise expectations about firm value and modify investment decisions following non-reliance restatements. However, the evidence suggests that these disclosures are too difficult for individuals to process effectively, causing a dispersion in their inferences about firm value and a slower resolution of investor disagreement. Together, this study supports the broad takeaway from Blankespoor et al. (2020) that firm disclosures are often a form of costly private information and demonstrates that, for resource-constrained retail investors, the costs to process non-reliance restatements are disproportionately high, leading to significant inequities across these investor classes.
This study contributes to the literature examining the effectiveness of regulator efforts to level the playing field between retail and institutional investors (e.g., Asthana, Balsam, and Sankaraguruswamy 2004; Bushee, Matsumoto, and Miller 2004; Blankespoor, Miller, and White 2014). My findings suggest that the current disclosure requirements for non-reliance restatements do not provide a level informational playing field between retail and institutional investors and, in some respects, promote institutional investors’ relative advantage. However, I identify cross-sectional settings where individuals can process these restatements more effectively. This should be relevant to academics, regulators, and practitioners who are interested in retail investors’ ability to obtain useful and timely information following important corporate events.
The remainder of this paper is organized as follows. Section 2 explains the background and hypotheses. Section 3 discusses the research design and sample composition. Section 4 presents the main empirical results. Section 5 describes the additional analyses and robustness tests, and Section 6 concludes.
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Section 2. Background and Hypothesis Development
2.1. Prior Research on Accounting Restatement Announcements
Prior empirical work identifies significant consequences for firms that restate financial reports. Some studies focus on market outcomes and find substantial declines in market value following accounting restatements (e.g., Palmrose et al. 2004; Hennes et al. 2008; Lerman and Livnat 2010; Burks 2011). This results from investors assigning a higher cost of capital, due to lower perceptions of earnings quality (Hribar and Jenkins 2004) and higher information risk (Kravet and Shevlin 2010), or from investors lowering their expectations about future earnings (Palmrose et al. 2004; Hong, Lee, Park, and Patro 2021). Other studies examine director (Srinivasan 2005) and officer (Desai, Hogan, and Wilkins 2006; Cheng and Farber 2008) outcomes and find that labor markets hold these parties accountable for financial reporting failures. Research also finds that restatements can have a lasting impact on firm operations. For instance, restating firms are less likely to be takeover targets (Amel-Zadeh and Zhang 2015) and tend to experience significant declines in growth (Albring, Huang, Pereira, and Xu 2013).
2.2. Prior Research on Trade Volume and Retail Investor Trading
Since Beaver (1968), researchers in accounting, economics, and finance have used trade volume to examine investor reactions to financial disclosures. Whereas stock returns reflect changes in overall market expectations, trade volume reflects changes in investor-level expectations (Beaver 1968). Theoretical models of trade volume around financial disclosures assert that trade results from differential belief revision due to two categories of differences among investors. Investors can observe different signals about firm value prior to the disclosure (e.g., Kim and Verrecchia 1991a, 1991b) or have different interpretations of the disclosure (e.g., Holthausen and Verrecchia 1990; Kim and Verrecchia 1994, 1997; Kandel and Pearson 1995). To elaborate, differences in the precision of investors’ private information prior to a disclosure can cause them to have varying expectations of firm value. When the disclosure occurs, investors revise their beliefs based on the commonly interpreted information in the announcement. These belief revisions can cause some investors’ expectations of firm value to converge, spurring trade. This is referred to as trade volume due to differential pre-disclosure information. Additionally, investors can disagree on the implications of a disclosure for firm value because of noise in the announcement, differences in event-period private information, various psychological biases, etc. As a result, different interpretations of the disclosure across investors can spur trading. This is referred to as trade volume due to differential interpretations (Bamber et al. 2011).
A developing body of research on trade volume focuses on retail investor trading. Many of these studies characterize retail investors as unsophisticated noise traders that, due to overconfidence (Barber and Odean 2000) or limited attention (Barber and Odean 2008), fail to incorporate value-relevant information into trading decisions (e.g., Lee 1992; Maines and Hand 1996; Hirshleifer, Myers, Myers, and Teoh 2008; Barber and Odean 2013; Blankespoor et al. 2019). Other studies imply a higher degree of sophistication among individual investors, finding that retail trades positively predict future returns (e.g., Kaniel, Saar, and Titman 2008; Kaniel, Liu, Saar, and Titman 2012; Kelley and Tetlock 2013; Boehmer, Jones, Zhang, and Zhang 2021).
Most research on retail investor trading around financial disclosures analyzes earnings announcements. For example, Lee (1992) compares small and large trades around earnings announcements and finds that the reaction of small traders is weaker and slower than that of large traders and that small traders tend to buy regardless of the sign of the earnings surprise. Using data from a major discount brokerage, Hirshleifer et al. (2008) also finds evidence that individuals are net buyers after both positive and negative earnings surprises. Regarding the magnitude of retail investor reactions to earnings announcements, prior work identifies stronger reactions when firms receive algorithmic news coverage (Blankespoor et al. 2018) but weaker reactions when earnings are announced on days with major news events, resulting in unexpected distractions (Israeli, Kasznik, and Sridharan 2022).
In related work, Ben-Rephael, Da, Easton, and Israelsen (2022) compares retail and institutional attention around Form 8-K event and filing dates. The authors focus on the six most frequently filed item types – Items 1.01, 2.02, 5.02, 5.07, 7.01, and 8.01 – and measure retail and institutional attention using search volume on Google and Bloomberg terminals, respectively. Ben-Rephael et al. (2022) finds evidence that institutions pay more attention to these firms on the event and filing dates but that retail investor attention is only higher on the filing date, suggesting that individuals are slower than institutions to research these material events. Callen, Kaniel, and Segal (2022) examines all non-earnings Form 8-K item types and finds that institutions trade based on the leaked sign of the news prior to the announcement and then reverse their trades when the Form 8-K is filed. Together, these studies provide evidence that institutions, but not individuals, can identify material corporate events prior to the public Form 8-K disclosure.[footnoteRef:7] My study complements this research, which focuses on the effect of retail and institutional investor attention on stock price formation, by evaluating the effectiveness of retail and institutional investor information processing following a particularly important accounting disclosure. [7:  Ben-Rephael et al. (2022) excludes Item 4.02 disclosures, the focus of this study, from the analyses. Callen et al. (2022) examines all non-earnings item types, but only about 0.3 percent of the sample consists of non-reliance restatements.] 

2.3. The Effect of Non-Reliance Restatements on Trade Volume
This study evaluates how retail investors process non-reliance restatements. Because trade volume provides evidence that a financial disclosure affects investor expectations and investment decisions (Cready and Hurtt 2002; Bamber et al. 2011), I first evaluate whether non-reliance restatements lead to significant trade volume among retail investors. For comparative purposes, I benchmark the extent and timing of retail trade volume to that of institutional investors, a more sophisticated group of market participants.
Non-reliance restatements will generate significant retail investor trading if the disclosures cause individuals to update their expectations about firm value and to revise their trading decisions. By definition, non-reliance restatements are likely to influence a reasonable financial statement user’s judgment (SEC 1999; FASB 2018). Therefore, to the extent that individuals can identify non-reliance restatements and integrate the new information into their investment decisions, retail investor trading should increase. However, individuals have limited capacity to monitor for and analyze new firm disclosures (Sims 2003, 2010). Because of capacity constraints, disclosure processing costs can present a significant opportunity cost. If the expected costs to process restatements exceed the expected benefits, a reasonable investor may choose to not incur the costs and will, instead, rationally ignore the disclosure (Bloomfield 2002; Hirshleifer and Teoh 2003). I posit that monitoring costs for non-reliance restatements are especially high because, unlike earnings announcements and other periodic filings, these disclosures can occur at any time and are less anticipatable. Moreover, restatements are arguably more challenging to assess because they can change investor perceptions about a firm’s economic prospects (a cash flow effect) as well as investor perceptions about the credibility of its reported financial information and management (a cost of capital effect) (Gleason et al. 2008; Wilson 2008). For these reasons, retail investor trading may not significantly increase following non-reliance restatements. My first hypothesis, stated in the null, is as follows:
Hypothesis 1: Non-reliance restatements do not generate significant positive retail investor trading.
2.4. The Effectiveness of Information Processing Following Non-Reliance Restatements
Next, I examine the effectiveness of retail investor information processing following non-reliance restatements. I posit that information processing is effective when investors draw similar inferences when presented with similar information and when investors fully incorporate new information into trading decisions in a timely manner.
First, I use trade consensus to assess the degree to which investors draw similar inferences when presented with similar information. Miller (2010) examines the effect of financial report complexity on trade consensus and finds more dispersion in the inferences drawn by small investors when Form 10-Ks are longer or less readable, which is consistent with complex filings being too costly for retail investors to process effectively.
If an investor group processes the information disclosed in a non-reliance restatement effectively, its members should converge in their beliefs about firm value and execute trades in a similar direction (i.e., buy or sell). I predict that institutions interpret restatements similarly to one another, leading to improved institutional consensus, because professional investors have comparable educational and career experiences (Barron, Byard, and Enis 2004). To the extent that retail investors understand the information disclosed in these restatements, retail consensus should also increase.[footnoteRef:8] However, if non-reliance restatements are too costly to process effectively, individuals may draw divergent inferences about firm value. If this occurs, retail trade consensus will decrease as retail investors execute trades in opposite directions (i.e., buy and sell). [8:  Even if these less sophisticated investors fail to understand the implications of restatements, retail consensus may increase because Barber and Odean (2008) finds that individuals are net buyers of attention-grabbing stocks and restatements are major announcements that generate significant market attention. Similarly, Hirshleifer et al. (2008) identifies net retail buying after both positive and negative earnings surprises, consistent with an attention effect.] 

Second, because trade volume results from investor disagreement, I use disagreement resolution speed to compare the speed at which retail and institutional investors fully incorporate new information into their trading decisions following non-reliance restatements. Due to limited resources and processing capabilities, investors are unable to instantaneously process new disclosures and execute revised trading strategies. As a result, it takes time to resolve investor disagreement. Barth, Landsman, Raval, and Wang (2020) finds that added complexity due to greater asymmetric timeliness of earnings results in slower investor disagreement resolution at earnings announcements. Balakrishnan et al. (2022) finds a positive association between dark market share and investor disagreement resolution speed.
I predict that institutional investors fully incorporate the new information from these disclosures into trading decisions sooner than retail investors for several reasons. Institutions are more knowledgeable about accounting standards and financial reporting regulations. They can use this knowledge to process restatements more quickly than retail investors. Institutions also have advanced technological resources at their disposal which allow for accelerated disclosure processing and decision making. That said, in recent years, retail investors gained access to low-cost tools and resources (e.g., online market research and analysis resources, online and mobile trading platforms, social media, and push-notifications) that have the potential to significantly improve their disclosure processing effectiveness. Additionally, although superior knowledge and technology likely enables institutions to initiate a first round of trades sooner than individuals, these groups may not significantly differ with respect to the time required to fully modify their investment holdings following these disclosures. My second hypothesis, stated in the null, is as follows:
Hypothesis 2: The effectiveness of non-reliance restatement information processing does not significantly differ between retail and institutional investors.

Section 3. Research Design and Sample Composition
3.1. Proxies for Retail and Institutional Investor Trading
Until recently, researchers identified retail investor trades by obtaining brokerage data or by using small trades as a proxy for retail trades. Neither approach is ideal. The former relies on a subsample of retail trades that may not represent the population, and the latter is less reliable in recent years because institutions increasingly split large orders into smaller batches (Cready, Kumas, and Subasi 2014). Therefore, I identify marketable retail trades following the method proposed in Boehmer et al. (2021). This approach relies on two underlying facts about the U.S. regulatory environment and institutional arrangements. First, most retail investor trades are executed off-exchange and filled from the broker’s inventory or sold to wholesalers. These trades are reported to a Financial Industry Regulatory Authority Trade Reporting Facility (FINRA TRF) and classified in the Trade and Quote (TAQ) database with exchange code “D.” Second, many off-exchange retail orders are given a slight price improvement relative to the National Best Bid or Offer (NBBO).[footnoteRef:9]  Institutional orders, by contrast, must be executed at whole or half-cent increments. Hence, I classify trades with TAQ exchange code “D” and prices just below a round penny as retail purchases and prices just above a round penny as retail sales.[footnoteRef:10] [9:  Wholesalers offer price improvement to entice brokers to route orders to the wholesaler. Brokers provide price improvement to demonstrate that they execute client orders optimally (Boehmer et al. 2021).]  [10:  The Boehmer et al. (2021) method for identifying retail investor trades is common in top accounting journals. See, for example, Blankespoor et al. (2018), Blankespoor et al. (2019), Bonsall, Green, and Muller (2020), Bushee, Cedergren, and Michels (2020), and Guest (2021). Blankespoor et al. (2018) notes that it has a low Type I error rate (i.e., identified retail trades are likely correct) but a high Type II error rate (i.e., many retail trades are unidentified).] 

I classify trades greater than or equal to $50,000 as institutional investor trades. Although small trades may not accurately represent retail trades due to institutional trades being split into smaller batches (Cready et al. 2014), large trades generally only reflect institutional investor trading (Bushee et al. 2020). I classify institutional trades as buyer- or seller-initiated using the Lee and Ready (1991) algorithm. This convention categorizes trades as buyer-initiated if the price is greater than the prevailing NBBO midpoint (i.e., the average of the best bid and the best ask price in effect at the trade’s execution) and as seller-initiated if the price is less than the prevailing NBBO midpoint.[footnoteRef:11] If the price is equal to the NBBO midpoint, I apply the “tick test” and classify the trade as buyer (seller)-initiated if the price change immediately prior to the trade is positive (negative).[footnoteRef:12] [11:  I construct the complete NBBO following Holden and Jacobsen (2014) using daily TAQ data and match trades to the NBBO quotes in effect one microsecond (i.e., one-millionth of a second) earlier.]  [12:  Exchange trades occur when a market order to buy or sell shares (i.e., an order demanding action) is matched to an existing limit or standing order or filled from a market maker’s inventory. Lee and Ready (1991) reports that market orders are rarely matched to other market orders. As in all studies examining buyer-/seller-initiated transactions, the party of interest is the one demanding action, thereby triggering the transaction, not the one providing liquidity.] 

3.2. Abnormal Trade Volume Calculation
	I measure trade volume as the number of shares traded divided by the number of shares outstanding – effectively controlling for firm size and the number of shares outstanding – and adjust for an expected level of volume that is presumably not induced by the restatement (e.g., liquidity trading). I approximate expected daily trade volume as the median trade volume for that day of the week over the prior 13 weeks (i.e., one fiscal quarter).[footnoteRef:13] Median adjustments are preferred to mean adjustments because other events or disclosures during the non-announcement period can induce trading, and these bursts of trading have a greater effect on the mean than on the median. As a result, mean adjustments tend to be less powerful indicators of information-based trading than median adjustments (Bamber, Barron, and Stober 1997). [13:  For example, the adjustment for Friday, March 8, 2013, is the median daily trade volume over each Friday from December 7, 2012, through March 1, 2013 (i.e., Friday, December 7, 2012; Friday, December 14, 2012;…; Friday, March 1, 2013). For robustness, I also use unadjusted trade volume and my inferences remain the same.] 

	In my regression analyses, I calculate abnormal trade volume as:

Because the distributions of daily trade volume are highly skewed right (Ajinkya and Jain 1989), natural logarithm transformed volume provides more normally distributed regression residuals. This measure assumes that abnormal volume is a multiple of expected volume because subtracting a natural logarithm from a natural logarithm is equivalent to a ratio in the underlying data. I add a small constant to Volume and ExpectedVolume to avoid taking the natural logarithm of zero (Richardson, Sefcik, and Thompson 1986; Cready and Ramanan 1991). Abnormal trade volume is calculated separately for retail (AbnRetailVol) and institutional (AbnInstVol) investors as defined in Appendix A.
3.3. Market-Adjusted Stock Returns and Trade Volume Model
To examine the effect of non-reliance restatements on stock returns and trade volume, I estimate the following event study model using ordinary least squares (OLS):[footnoteRef:14] [14:  Consistent with the methodological recommendations in Correia (2015) and deHaan (2021), I estimate this and each subsequent model using Stata’s REGHDFE command. REGHDFE removes singletons (i.e., fixed effect groups with only one observation) that can cause incorrect inferences by biasing the standard errors.] 

Outcomei,t = α0 + ∑d∈[-5,10] α1,dDayIndicator_di,t + α2OtherFilingi,t + α3OtherFilingi,t-1 
+ α4OtherFilingi,t-2 + α5OtherFilingi,t-3 + α6OtherFilingi,t-4 + α7OtherFilingi,t-5
+ α8EarningsAnni,[t,t+5] + α9MktAdjReturni,[t-5,t-1] + α10AbsMktAdjReturni,[t-5,t-1] 
+ α11MktAdjReturni,[t-26,t-6] + α12AbsMktAdjReturni,[t-26,t-6] + α13MktVoli,t 
+ α14MktVoli,t-1 + ∑αkRestatementi + ∑αjDayofWeeki,t + εi,t	(1)
where Outcome is either MktAdjReturn, AbnRetailVol, or AbnInstVol.
Model (1) includes one observation for each restatement (i) for each of the 21 trading days (t) surrounding the non-reliance restatement (i.e., trading days [-10,10]). I use the acceptance timestamp from the SEC’s Electronic Data Gathering, Analysis, and Retrieval (EDGAR) system to identify when each Item 4.02 is made publicly available. If the disclosure occurs after market close (i.e., 4 p.m. Eastern Time), I set day 0 to the next trading day.[footnoteRef:15] [15:  The SEC reports that submission acceptance and dissemination to the SEC website and to the EDGAR Public Dissemination Service usually occurs within two minutes of when the filing is received. As a result, for the purposes of this study, I consider the announcement timing (a management decision) and the disclosure availability timing (a function of the announcement timing and EDGAR processing speed) to be the same. For more information on the SEC’s dissemination process, see Rogers, Skinner, and Zechman (2017) and “EDGAR Public Dissemination Service – New Subscriber Document,” available at: https://www.sec.gov/info/edgar/pdsnewsubscriber.pdf.] 

The variables of interest in Model (1) are indicator variables for days [-5,10] and are included in the DayIndicator_d vector. Days [-10,-6] remain in the model’s intercept so that each coefficient on DayIndicator_d represents the difference in Outcome on that day relative to days [-10,-6] (i.e., the week of trading two weeks prior to the restatement). Model (1) will provide an unbiased estimate for the causal effect of non-reliance restatements if DayIndicator_d is conditionally independent of Outcome. Thus, I control for factors that are expected to determine, or cause variation in, stock returns and trade volume and that may be associated with, but are not an outcome of, the timing of non-reliance restatements (Whited, Swanquist, Shipman, and Moon 2022). First, I control for the issuance of other SEC filings that become available from days t-5 through t by including six indicator variables for OtherFiling.[footnoteRef:16] Second, because investors may modify their trading behavior in anticipation of future earnings announcements (e.g., Chae 2005; Park, Lee, and Song 2014), I control for the occurrence of an earnings announcement on days t through t+5 (EarningsAnn). Third, I control for market-adjusted returns (MktAdjReturn), as well as absolute market-adjusted returns (AbsMktAdjReturn), over the prior week (t-5 through t-1) and month (t-26 through t-6). Fourth, I control for market volume (MktVol) on days t and t-1. Fifth, I include Restatement and DayofWeek fixed effects. Restatement denotes a restatement firm fixed effect that benchmarks each DayIndicator_d indicator variable to the non-event period [-10,-6]. The Restatement fixed effects also control for any unobserved, firm-level characteristic that is constant over the 21-day trading window and that is associated with the magnitude of stock returns or trade volume. I include DayofWeek fixed effects to control for any weekly patterns in stock returns and trade volume (e.g., Cross 1973; French 1980; Lakonishok and Maberly 1990; Wang, Li, and Erickson 1997) that may be correlated with the timing of non-reliance restatements.[footnoteRef:17] In this and each subsequent model, I correct for heteroskedasticity following White (1980) and cluster standard errors by restatement. [16:  This technique controls for potentially confounding disclosures made on or within five days prior to day t. I look back five trading days because prior research finds that abnormal volume reactions to earnings announcements can persist for up to five trading days (Morse 1981; Bamber 1987). Including six separate indicators allows the effect on day t to vary by relative timing.]  [17:  For example, Brockbank and Hennes (2018) finds evidence that managers of private firms strategically disclose bad news when market attention is lower. In untabulated robustness tests, I allow the DayofWeek fixed effect to vary by calendar year, as well as exclude the DayofWeek fixed effects, and my inferences remain the same.] 

3.4. Trade Consensus Model
To examine the effect of non-reliance restatements on trade consensus, I estimate the following differences-in-differences model using OLS:
TradeConsensusi,t,g = β0 + β1Retailg + β2Posti,t + β3Retailg*Posti,t + ∑βnControlsi,t 
+ ∑βkRestatementi + ∑βjDayofWeeki,t + εi,t,g.	(2) 
Model (2) includes two observations for each restatement (i) for each of the 21 trading days (t) surrounding the non-reliance restatement – one observation for each investor group (g). Retail is an indicator variable equal to one for retail investor observations and zero for institutional investor observations. Post is an indicator variable equal to one for days [0,10], zero otherwise. The coefficient on the interaction between Retail and Post will reveal any disparate effect of non-reliance restatements on retail and institutional investor trading. The controls and fixed effects are consistent with Model (1).
	I calculate TradeConsensus for each restatement-day-investor group as:

TradeConsensus is bounded by zero and one and measures the degree to which retail (institutional) investors process data in a similar way as other retail (institutional) investors (Miller 2010). If investors within a group tend to draw similar inferences about terminal value, TradeConsensus will approach one because they are more likely to trade in the same direction. Alternatively, if investors within a group tend to disagree, the buyer- and seller-initiated trade volume will offset and TradeConsensus will approach zero.[footnoteRef:18]  [18:  TradeConsensus does not measure the degree to which investors interpret disclosures “correctly.” An investor class could, as a group, misinterpret the implications of a disclosure for firm value and increase TradeConsensus. However, absent fundamentally misleading non-reliance restatement disclosures, this is likely rare, and Exchange Act Section 10(b) and Rule 10b-5 prohibit fraudulent or misleading statements in public disclosures. ] 

I predict that the main effect on Retail (β1) will be positive because prior research identifies a high correlation in retail buying and selling, potentially due to shared psychological biases and information sources (Kumar and Lee 2006; Barber, Odean, and Zhu 2009). Moreover, absent an information event, institutions are likely to exhibit lower trade consensus due to varying trade objectives and strategies across institutional investors. To the extent that restatements cause institutional investors to converge in their beliefs about firm value, the coefficient on Post (β2) will be positive. The analogous assessment of retail investors examines the joint effect of Post (β2) + Retail*Post (β3). The coefficient on the interaction between Retail and Post (β3) represents the differential effect of restatements on TradeConsensus for retail and institutional investors. If individuals, relative to institutions, tend to draw more divergent (homogenous) expectations about firm value following non-reliance restatements, the coefficient on β3 will be negative (positive). An insignificant coefficient on β3 would indicate that these disclosures similarly impact the within-group diversity of retail and institutional investor trades.
3.5. Disagreement Resolution Speed Model
To examine the effect of non-reliance restatements on disagreement resolution speed, I estimate the following model using OLS:
IPT_Voli,g = γ0 + γ1Retailg + γkRestatementi + εi,g.	(3) 
Model (3) includes two observations for each restatement (i) – one observation for each investor group (g). The model does not include firm-level control variables due to the inclusion of Restatement fixed effects.[footnoteRef:19] [19:  The Restatement fixed effects ensure that both the retail and the institutional observations for each restatement have non-zero trade volume over the measurement window.] 

I calculate IPT_Vol for each restatement-investor group as the area under the graph depicting cumulative trade volume over the first 3,900 trading minutes following the announcement. Balakrishnan et al. (2022) states that this measure is the volume analogue to the intraperiod timeliness metric used in prior research to assess the speed of price discovery (e.g., Butler et al. 2007; Blankespoor et al. 2018). Specifically, I calculate IPT_Vol as:

where i denotes the restatement, g denotes the investor group, and m and t denote the minute relative to the restatement announcement. This formula is equivalent to the sum of the areas of 3,900 trapezoids under the graph of cumulative trade volume – one for each minute over the ten trading days following the non-reliance restatement announcement. Because this measure assumes that trade volume arises evenly over each time interval, I cumulate trade volume by minute, as opposed to by day, in order to approximate actual volume flow over the measurement period more accurately. If trade volume for a given investor group occurs evenly over the full announcement period, IPT_Vol will equal 1,950.
	Higher levels of IPT_Vol indicate more timely trade volume execution and more effective information processing. Therefore, if institutions are quicker than individuals to fully incorporate new information into trading decisions following non-reliance restatements, the coefficient on Retail (γ1) will be negative.
3.6. Sample and Data
My sample consists of U.S. incorporated firms listed on either the New York Stock Exchange (NYSE), American Stock Exchange (AMEX), or NASDAQ Stock Market (NASDAQ) that issued a Form 8-K, Item 4.02, during calendar years 2011 through 2020. I identify firms with non-reliance restatements from Audit Analytics’ Restatements database. I obtain financial statement data from Compustat’s Fundamentals Annual and Quarterly databases. Daily stock returns, market volume, and shares outstanding are from the Center for Research in Security Prices (CRSP). I collect analyst data from the Institutional Brokers’ Estimate System (I/B/E/S). I use transaction-level trade data and intraday price quotes from Daily TAQ. Quarterly institutional ownership data are from Thomson Reuters. Wharton Research Data Services (WRDS) SEC Analytics Suite provides data on EDGAR filings. I obtain restatement disclosure text from EDGAR and media coverage data from RavenPack.
Table 1 presents the sample selection procedures, as well as a breakdown of restatements by year and category.[footnoteRef:20] The main non-reliance restatement sample consists of 568 Form 8-K filings. I find that almost 80 percent of the restatements adversely affect the income statement, balance sheet, or statement of cash flows. I classify the restatements based on whether they impact a core account (Palmrose and Scholz 2004; Cassell, Dreher, and Myers 2013), result from revenue recognition issues, or are due to fraud. I find that about two-thirds impact a core account and that just under a quarter are revenue-related. Five percent of the sample restatements are due to fraud. [20:  All figures and tables referenced in this study are reported in Appendix B and C, respectively.] 


Section 4. Main Empirical Results
4.1. Sample Characteristics
Table 2 presents descriptive statistics. Panel A provides restatement-level statistics. The average restating firm is followed by five financial analysts and is about 46 percent owned by institutions. About 15 percent of non-reliance restatements generate concurrent news coverage. Panel B provides statistics by restatement-day. I find that, on average, the retail and institutional investor groups exhibit positive abnormal trade volume during the 21-day trading window surrounding the non-reliance restatements. In panel C, I compare mean values of IPT_Vol and TradeConsensus by investor group. Univariate tests support my prediction that institutions are quicker than individuals to fully incorporate new information into trading decisions following non-reliance restatements because IPT_Vol is lower for retail investors than for institutional investors. If trade volume occurs evenly over the post-announcement period, as would be expected absent a disclosure and given a uniform distribution of trade volume, then IPT_Vol will equal 1,950. In untabulated analyses, I test whether the mean value of IPT_Vol for each investor group is significantly different than 1,950. Each two-tailed t-test is highly significant (p-value < 0.0000). This provides preliminary evidence that individuals, as well as institutions, modify investment decisions following non-reliance restatements. Univariate tests in Panel C also suggest that individuals are more likely than institutions to trade in the same direction as other investors within their class because, on average, TradeConsensus is higher for retail investors than for institutional investors.
4.2. Market-Adjusted Stock Return Results
In Table 3, I present estimates from Model (1) where the dependent variable is MktAdjReturn. I find negative and significant market-adjusted stock returns following non-reliance restatement announcements. The magnitude of the market’s reaction is greatest on the day of the restatement (-1.66 percent) and continues to be significantly less than zero on the following trading day (-0.46 percent). This test confirms that the negative market reaction identified in prior studies continues during my sample period, and it provides assurance that I identified day 0 correctly.
Figure 1 provides an illustration of the intraday stock price movement around non-reliance restatements. For each restatement-minute from 390 trading minutes before the announcement through 1,169 trading minutes after (i.e., the equivalent of 4 trading days), I calculate a relative stock price by dividing the NBBO midpoint in effect at the end of the time interval by the NBBO midpoint in effect 390 trading minutes before the announcement. I find that most of the change in stock price occurs during the first minute of trading following the announcement. Because most restatements (526 of 568) are disclosed during off-hours, the opening price is generally significantly lower than the previous trading day’s close. Stock prices continue to fall over the next 9 to 10 trading hours, consistent with the results in Table 3.
In Figure 2, I separate the restatements announced during off-hours from those announced during market hours. When the disclosure is during market hours, I notice substantial price movement beginning about 2.5 hours before the Form 8-K is accepted on EDGAR. Additionally, when the restatement is disclosed during market hours, the change in stock price occurs more gradually. This could be because the market is unable to leverage non-trading hours to process the disclosure. Finally, there is a noticeable jump in the relative stock price after minute 800, signaling that the market may initially overreact. That said, the market hours sample is quite small (n=42), so this analysis is exploratory in nature and should be interpreted accordingly.
4.3. Trade Volume Results
I present the abnormal trade volume results in Table 4. I find positive and significant coefficients on the DayIndicator_d variables for each investor group, indicating that both retail and institutional investors revise expectations about firm value and modify investment decisions following non-reliance restatements. I find that abnormal trade volume is positive and significant for each group on day -1, suggesting that at least some investors begin to trade prior to the public disclosure. However, the abnormal trade volume reaction is the greatest in magnitude on day 0 for both investor groups. In terms of economic magnitude, the ratio of actual-to-expected retail volume is 99.09 percent higher on day 0 relative to days [-10,-6], and actual-to-expected institutional volume is 142.01 percent higher, respectively.[footnoteRef:21] Abnormal trade volume generally continues to be positive and significant until day 4 for institutional investors and until day 5 for retail investors. [21:  Because the dependent variables are log-transformed, I calculate the increase in day 0 volume as eDayIndicator_0 – 1.] 

For robustness, Table 5 presents results using unadjusted trade volume. As before, I find that institutional investors generally exhibit positive and significant trade volume through day 4. However, using unadjusted trade volume, retail investors generally exhibit positive and significant trade volume through day 8.
I provide a visual depiction of the event study coefficients in Figures 3 and 4. In both figures, trade volume for each investor group peaks on day 0. From day 0, the event study coefficients, in general, monotonically decrease over the next four to eight trading days until becoming statistically indistinguishable from zero. Institutional investors tend to have the highest degree of abnormal trade volume from days 0 through 4, whereas retail investors tend to have the highest degree of abnormal volume on days 5 through 8.
To assess differences in the timing of these investors’ initial trade response following non-reliance restatements, in Figure 5, I plot minute-by-minute cumulative trade volume for each investor group over the period running from 20 trading minutes before the restatement announcement through 60 trading minutes after. I focus on this period because Figure 1 suggests that this is when most of the price movement occurs. If trade volume occurs evenly over the 81-minute measurement period, a graph depicting cumulative trade volume will follow a 45-degree line. However, if an investor group trades more (fewer) shares than expected, given a uniform distribution of trade volume, the graph will fall above (below) the 45-degree line.
I find that each investor group transitions to be above the 45-degree line at the first minute of trading following the disclosure (i.e., minute 0). A clear rise in retail investor trading provides some assurance that even relatively less sophisticated market participants can quickly process non-reliance restatements in order to execute timely trades. Nevertheless, institutional investors execute a far greater proportion of their initial trade volume during the first minute of trading following these disclosures. As presented in Table 6, panel A, institutional investors execute 50% of their trade volume within 1 trading minute following the announcement. This is 15 minutes sooner than retail investors.
In Table 6, panels B and C, I test whether these differences are statistically significant. First, in panel B, I conduct t-tests at 5-minute intervals to evaluate whether average cumulative trade volume for individuals is significantly different than average cumulative trade volume for institutions. I find that, at each 5-minute interval following the restatement, institutions have executed a significantly greater proportion of their total initial trade volume. Second, in panel C, I calculate IPT_Vol_Initial for each restatement-investor group. As defined in Appendix A, this variable is comparable to IPT_Vol except that it is calculated over a much shorter trading window. Again, I find that institutional investors’ initial trade response occurs significantly sooner than that of retail investors.
4.4. Trade Consensus and Disagreement Resolution Speed Results
Table 7, panel A, examines the effect of non-reliance restatements on trade consensus. As predicted, I find a positive and significant coefficient on Retail, consistent with research identifying a high correlation between retail investor buying and selling (Kumar and Lee 2006; Barber et al. 2009). I also find a positive and significant coefficient on Post. This indicates that institutional investors are more likely to trade in the same direction as other institutional investors following non-reliance restatements, suggesting that these sophisticated investors tend to interpret these disclosures similarly. In contrast, I find that the coefficient on Retail*Post is negative and significant and that the joint effect of Post + Retail*Post is negative and significant. These results indicate that retail investors are less likely to trade in the same direction as other retail investors following non-reliance restatements than they are before the disclosures and that the effect of non-reliance restatements on trade consensus varies significantly across investor classes. This could be because non-reliance restatements are too difficult for relatively less sophisticated retail investors to process effectively, leading to a dispersion in their inferences about firm value.
In panel B, I find that the coefficient on Retail is negative and significant. Therefore, individuals appear to exhibit significantly slower disagreement resolution than institutions following non-reliance restatements. Collectively, the results in Table 7 present two disparities that exist in restatement processing effectiveness across retail and institutional investors. Although institutions tend to agree on the implications of these disclosures for firm value, individuals do not. Moreover, individuals take significantly longer than institutions to fully modify their investment holdings.

Section 5. Additional Analyses and Robustness Tests.
5.1. Auditor Resignation Announcements
As I discuss above, non-reliance restatements provide an ideal setting to examine retail investors’ ability to process important accounting disclosures for at least three reasons. First, non-reliance restatements are major corporate announcements that significantly influence market perceptions of firm value. Second, non-reliance restatements can occur at any time and, therefore, require investors to incur greater monitoring costs to be informed. Third, I argue that non-reliance restatements are a particularly difficult disclosure for retail investors to process effectively because individuals generally lack the knowledge about accounting standards and financial reporting regulations, the access to management, and the time and technological resources necessary to assess the near and long-term implications of accounting misstatements.
This paper provides strong evidence that retail investors are unable to process non-reliance restatements effectively. However, it is unclear whether these findings are unique to the accounting restatement setting or whether they highlight an inherent weakness in retail investor information processing across a broader range of firm disclosures. In this section, I assess the effectiveness of retail investor information processing following another important corporate disclosure with direct accounting implications – auditor resignation announcements. Similar to non-reliance restatements, a firm is required to file a Form 8-K, Item 4.01, within four days of its independent auditor’s resignation or refusal to stand for reappointment. Theory suggests that increased litigation risk leads auditors to resign from risky clients (Bockus and Gigler 1998), and prior empirical research identifies negative and significant abnormal stock returns following auditor resignation announcements (DeFond, Ettredge, and Smith 1997; Wells and Loudder 1997; Shu 2000; Griffin and Lont 2010), consistent with these disclosures providing material information to the market about a firm’s litigation risk.
I compare retail investor information processing of non-reliance restatements to that of auditor resignation announcements because it allows me to keep the disclosure method (i.e., Form 8-K) and sentiment (i.e., bad news) constant while altering the disclosure content. Although both Form 8-K disclosures tend to provide negative news about the firm, I posit that auditor resignations are less costly for retail investors to process because the content of these disclosures does not require prior knowledge about accounting standards or financial reporting regulations. A finding that retail investors are able to process auditor resignation announcements effectively would suggest that non-reliance restatements, in particular, are a difficult accounting disclosure for retail investor to process. In contrast, a finding that retail investors are also unable to process auditor resignation announcements effectively would suggest that the previously identified effects are likely attributable to more general differences in disclosure processing effectiveness across retail and institutional investors.
The auditor resignation analyses consist of 179 auditor resignation announcements from 2011 through 2020.[footnoteRef:22] Descriptive statistics are provided in Table 8. Consistent with prior research, the results in Table 9 reveal a negative and significant stock price reaction to auditor resignation announcements. In Table 10, I identify positive and significant abnormal retail and institutional trade volume on the days of and following these disclosures, which provides evidence that both retail and institutional investors revise expectations about firm value and modify trading decisions following auditor resignation announcements. Together, the results from Tables 9 and 10 demonstrate that auditor resignations provide relevant information for retail and institutional investor trading decisions, supporting their use for this comparison. [22:  I exclude auditor resignations that Audit Analytics identifies as occurring due to a merger, acquisition, or reorganization between two audit firms (‘ISS_AUD_MERGE’ equal to 1) because these resignations are less likely to provide relevant information about the client firm.] 

Table 11 provides the results of the information processing effectiveness tests. In contrast to the main non-reliance restatement results in Table 7, panel A, the coefficients on Post and on Retail*Post in Table 11, panel A, are insignificant. Therefore, it does not appear that auditor resignation announcements have any disparate effect on retail and institutional investor trade consensus or that auditor resignations are as costly as non-reliance restatements for individuals to process effectively. In Table 11, panel B, I find some evidence that retail investors are slower than institutional investors to fully implement revised trading strategies following auditor resignation announcements; however, the coefficient on Retail is less significant than before.
Overall, the results of the auditor resignation announcement tests suggest that the main results of this study provide unique insights about retail investors’ ability to process non-reliance restatements. Hence, it appears that non-reliance restatements are a particularly complex accounting disclosure that retail investors struggle to process effectively.
5.2. Trade Consensus Between the Event and Filing Dates
Ben-Rephael et al. (2022) and Callen et al. (2022) provide evidence that institutions, but not individuals, can identify material corporate events before the public Form 8-K disclosure. Therefore, I examine whether the potential early identification of these misstatements influences trade consensus during the period between the event date (i.e., when the firm determined that previously issued financial statements should no longer be relied upon) and the filing date. If institutions become aware of misstatements via alternative information channels prior to the public disclosure, institutional consensus should change. However, the direction of the change is unclear. Institutional consensus may increase during this window (as it does after the public disclosure) if institutions become aware of the forthcoming news and draw similar inferences regarding the effect on firm value. However, if only a subset institutions become aware of the misstatement, institutional consensus may temporarily decline due to distinct information sets across institutions. Because prior research does not find increased retail investor attention prior to the filing date, I predict an insignificant effect on retail consensus during this window.
To test these predictions, I supplement Model (2) by including FilingGap and its interaction with Retail. FilingGap is an indicator variable equal to one for trading days on or after the event date but before the filing date, zero otherwise.[footnoteRef:23] A positive (negative) coefficient on FilingGap indicates greater (lower) institutional trade consensus during this window, relative to the pre-event period. Similar to before, the analogous assessment of retail investors examines the joint effect of FilingGap + Retail*FilingGap. [23:  I hand-collect non-reliance restatement event dates from each Item 4.02 filing. The event date is when the board of directors, often following discussions with management and the independent auditor, concludes that previously issued financial statements should no longer be relied upon. Usually, this is the same date as the “period of report” date in EDGAR; however, the period of report and the non-reliance restatement event date differ for 19.01 percent of the sample restatements. I find that differences are attributable to firms disclosing more than one item in a single Form 8-K as well as to data errors in the date of report field.] 

I present the results in Table 12. I find that institutional consensus declines during the period between the event and filings dates (i.e., FilingGap = -0.0188). This provides evidence that the discovery of a material error initially spurs disagreement among institutions, presumably because certain institutions become aware of the material misstatements and revise their trading strategies prior to the public restatement disclosures. In contrast, I do not find a significant change in retail consensus during the period between the event and filings dates because the joint effect of FilingGap + Retail*FilingGap is insignificant. This is consistent with individuals being slower than institutions to identify material events (Ben-Rephael et al. 2022; Callen et al. 2022). When the restatement is disclosed publicly, institutional consensus improves and, as in the main tests, retail consensus significantly declines. Overall, this analysis provides evidence that the discovery of a material error initially spurs disagreement among institutions, but the eventual public disclosure resolves the disagreement.
5.3. Moderating Effect of the Information Environment and Restatement Characteristics
Next, I explore whether the disparate effects of non-reliance restatements on trade consensus and disagreement resolution speed vary based on the strength of the information environment or characteristics of the restatement disclosure. I posit that a strong information environment, including an active business press, reduces retail investors’ disclosure processing costs by lowering awareness, acquisition, and integration costs (Blankespoor et al. 2020). Based on prior research, I measure the strength of a firm’s information environment using size (Bushee and Miller 2012; Frederickson and Zolotoy 2016), analyst following (Lang and Lundholm 1996; Roulstone 2003), institutional ownership (Bushee and Noe 2000; Boone and White 2015), and media coverage (Bushee, Core, Guay, and Hamm 2010; Drake, Guest, and Twedt 2014). I focus on four restatement characteristics: whether there is a concurrent news article about the restatement (Akbas and Subasi 2019), the length and readability of the Item 4.02 disclosure text, and whether the underlying misstatement is common among industry peers over the prior year.[footnoteRef:24] [24:  I obtain the Item 4.02 disclosure text from EDGAR and use Python for textual analysis. I calculate the readability metrics using the ‘textstat’ package. This is the same package used by the WRDS Text Analytics Platform.] 

I estimate the following models using OLS:
TradeConsensusi,t,g = δ0 + δ1Retailg + δ2Posti,t + δ3Retailg*Posti,t + δ4Retailg*Groupi 
+ δ5Posti,t*Groupi + δ6Retailg*Posti,t*Groupi + ∑δnControlsi,t 
+ ∑δkRestatementi + ∑δjDayofWeeki,t + εi,t,g	(4)
and 
IPT_Voli,g = η0 + η1Retailg + η2Retailg*Groupi + ∑ηkRestatementi + εi,g	(5) 
where Group is either HighMktCap, HighAnalysts, HighInstOwn, HighMedia, NewsArticle, LowWordCount, HighReadability, or HighPeerRestate, and all variables are as defined in Appendix A. Because Group does not vary within a firm over the 21-day trading window, the main effect on Group in Models (4) and (5) is absorbed by the Restatement fixed effects.
In Model (4) (Model (5)), the main coefficient of interest is the interaction between Retail, Post, and Group (Retail and Group). A positive coefficient would indicate that the characteristic attenuates the disparate effect of non-reliance restatements on retail and institutional investor trading, whereas a negative coefficient would indicate that the characteristic exacerbates the disparate effect. I predict positive coefficients when Group is HighMktCap, HighAnalysts, HighInstOwn, HighMedia, and HighPeerRestate because a strong information environment and more common errors should lower retail investor information processing costs. I do not make a directional prediction for NewsArticle, LowWordCount, or HighReadability. A news article may uncover private information, thereby reducing disclosure processing costs; however, it could also sensationalize the restatement without providing incremental detail. Moreover, restatements that are more concise or more readable may be simpler to process, but they may also contain less decision-relevant information. I conduct joint F-tests to determine whether the various characteristics can fully offset the disparate effects of non-reliance restatements.[footnoteRef:25] [25:  In untabulated analyses, I do not find that retail investors’ processing efficiency varies by restatement category (i.e., adverse, core, revenue, or fraud), the number of informative numbers (e.g., Dyer, Lang, and Stice-Lawrence 2017; Blankespoor 2019), the number of issues, or whether the firm disclosed an internal control material weakness.] 

The results in Table 13 are consistent with expectations. I find that large firms, as well as firms with high analyst following, can attenuate, and even fully offset, the disparate effect of non-reliance restatements on retail and institutional trade consensus and disagreement resolution speed. I also find that retail investors draw more similar inferences about terminal value when the firm has higher institutional ownership or receives high media coverage during the year preceding the announcement. Therefore, the cross-sectional tests in Table 13 reveal that a strong information environment can mitigate the disparate effects of non-reliance restatements on retail and institutional investor trading.
In Table 14, I do not find that a news article about the restatement or disclosure length or readability has a significant attenuating effect on trade consensus. I find some evidence that retail consensus is lower when there is a concurrent news article about the restatement; however, the effect is only marginally significant. Interestingly, I find that individuals draw more similar inferences when the underlying misstatement is common among industry peers over the prior year. This suggests that individuals learn from prior restatements, which allows them to process future restatements more effectively. In panel B, I find evidence that the disparate effect on disagreement resolution speed is exacerbated when the Item 4.02 disclosure contains relatively few words. Together, these tests identify settings where non-reliance restatements are more or less effective at informing retail investment decisions.
5.4. Parallel Trends Assumption
A critical assumption underlying the analysis in Table 7, panel A, is that, absent a non-reliance restatement, TradeConsensus for individuals would have evolved similarly over the 21-day trading period as for institutions (Abadie 2005). This is referred to as the parallel trends assumption. To assess the validity of this assumption, I replace Post in Model (2) with the DayIndicator_d vector. The vector includes individual indicators for days [-5,4] and a single indicator for days [5,10].[footnoteRef:26] Specifically, I estimate the following differences-in-differences model using OLS: [26:  For parsimony, I follow the approach presented in Bertrand and Mullainathan (2003) and consolidate days [5,10] into a single variable. My inferences remain the same when I include individual indicators for days [-5,10].] 

TradeConsensusi,t,g = θ0 + θ1Retailg + ∑d∈[-5,5+] θ2,dDayIndicator_di,t 
+ ∑d∈[-5,5+] θ3,dRetailg*DayIndicator_di,t + ∑θnControlsi,t 
+ ∑θkRestatementi + ∑θjDayofWeeki,t + εi,t,g.	(6)
The results are presented in Table 15. Consistent with the parallel trends assumption, I generally find insignificant coefficients on the interactions between Retail and DayIndicator_d for days [-5,-1]. The only exceptions are days -5  and -2 where the interaction coefficients are positive and significant. However, a positive coefficient is inconsistent with retail investor consensus declining before the announcement. Therefore, I find no indication that the disparate effect of non-reliance restatements on retail and institutional investor trading can be explained by a pre-existing trend in TradeConsensus, which provides support for the parallel trends assumption.
5.5. Bundled Form 8-K Filings
Individuals have a limited capacity to process firm disclosures (Sims 2003, 2010). Consequently, if a firm announces a non-reliance restatement with other firm news, investors are forced to allocate their limited processing capacity across the competing disclosures. In the presence of binding processing constraints, an investor’s decision to process one disclosure necessarily prevents the processing of another. In addition, disclosure bundling, or the practice of disclosing more than one news item at a time, can increase the costs to process each individual disclosure if marginal processing costs increase with the number disclosures included in a Form 8-K filing (Blankespoor et al. 2020). Segal and Segal (2016) finds evidence that managers seek to capitalize on investor inattention by strategically bundling positive and negative news in order to mitigate the market consequences of negative news.
In this section, I re-evaluate retail investors’ ability to process non-reliance restatements after excluding restatements that are disclosed with other news. First, I exclude restatements that are disclosed in conjunction with an Item 2.02 earnings announcement because earnings announcements are particularly important corporate disclosures that could limit retail investors’ ability to process non-reliance restatements effectively. In Table 16, panel A, I continue to find a positive and significant coefficient on Post, as well as a negative and significant coefficient on Retail*Post. As in the main analyses, the joint effect of Post + Retail*Post is negative and significant, suggesting that retail investors tend to diverge in their beliefs about firm value following non-reliance restatements. In Panel B, I continue to find a negative and significant coefficient on Retail. Together, these results imply that concurrent earnings announcements do not drive retail investors’ inability to process non-reliance restatements effectively.
In Table 17, I exclude all restatements that are disclosed with another Form 8-K item.[footnoteRef:27] Although excluding bundled Form 8-K filings significantly reduces the sample sizes (i.e., the trade consensus and disagreement resolution speed samples decline by 45.25 and 47.67 percent, respectively), I continue to find consistent results. Therefore, it does not appear that the results of this study are driven by retail investors’ inability to process bundled Form 8-K filings. [27:  I do not exclude restatements that are disclosed with an Item 9.01 (Financial Statements and Exhibits) because this item typically includes important information related to the restatement.] 



Section 6. Conclusion
The current Form 8-K disclosure regulations, including the requirement to report non-reliance restatements, are designed to improve investor decision making by accelerating the disclosure of certain material events and by reducing the amount of time that more informed investors can trade based on that information. The results of this study suggest that non-reliance restatement disclosures do not effectively provide a level informational playing field between retail and institutional investors. Rather, the results of this study demonstrate that non-reliance restatements are a form of costly private information and that the costs to identify, acquire, and integrate decision-relevant information following these disclosures are disproportionately high for less sophisticated retail investors. This is not to say that the current disclosure regime does nothing to improve retail investor outcomes. However, the evidence from this study suggests that institutions disproportionately benefit from the restatements. This study responds to a call by Bamber et al. (2011) for more evidence on what specific investor classes are advantaged or disadvantaged by various features of public disclosure. Cross-sectionally, I identify settings where retail investors can process these disclosures more effectively. Overall, these findings should be helpful for regulators and practitioners as they consider ways to reduce retail investors’ disclosure processing costs and to level the informational playing field between investor classes.
In this study, I benchmark retail investor trading behavior to that of institutional investors. The primary objective of the comparison is to assess whether retail investors can effectively identify, acquire, and integrate decision-relevant information into their trading decisions following these important accounting disclosures. For instance, in the trade consensus tests, I find that retail consensus declines following non-reliance restatement announcements but that institutional consensus improves. I interpret this as evidence that retail investors do not process non-reliance restatements effectively. That said, I acknowledge that retail and institutional investors have distinct trade strategies, investment horizons, and risk preferences. Therefore, it is not clear that the “right” trading decision for institutional investors is, or ought to be, the “right” trading decision for retail investors. However, I am unaware of any clear, ex ante expectation for how retail investors should trade following non-reliance restatements or, more specifically, what would otherwise constitute effective retail investor trading. Moreover, cross-sectional differences also exist among retail investors with regard to their trade strategies, investment horizons, and risk preferences. Therefore, I maintain that institutional investor trading behavior provides a useful, albeit imperfect, benchmark for assessing the effectiveness of retail investor information processing following non-reliance restatements.
A limitation of this study and related empirical work is that researchers only observe the behavior of investors who execute trades. As a result, this study cannot identify the effect that non-reliance restatements may have on investors who elect not to trade. Additionally, I do not consider the effect of these restatements on after-hours or options trading. In this respect, the effects identified in this study may represent a lower bound of the total effects of restatements on retail and institutional investor trading. All inferences should be interpreted accordingly.
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Appendices
Appendix A: Variable Definitions
	Variable Name
	Variable Description (Source)

	Outcome Variables


	AbnInstVoli,t
	Natural logarithm of 100 times InstVol plus 0.000255, less the natural logarithm of 100 times the median InstVol for that day of the week over the prior 13 trading weeks (approx. one fiscal quarter) plus 0.000255 (CRSP & Daily TAQ)


	AbnRetailVoli,t
	Natural logarithm of 100 times RetailVol plus 0.000255, less the natural logarithm of 100 times the median RetailVol for that day of the week over the prior 13 trading weeks (approx. one fiscal quarter) plus 0.000255 (CRSP & Daily TAQ)


	InstVoli,t
	Number of firm i shares traded by institutional investors on day t, divided by the number of firm i shares outstanding (SHROUT*1,000) on day t. Institutional trades are identified as those greater than or equal to $50,000 (CRSP & Daily TAQ)


	IPT_Voli,g
	The area under the graph depicting cumulative trade volume over the first 3,900 trading minutes following the announcement, for each investor group. I calculate IPT_Vol for each investor group as:



	IPT_Vol_Initiali,g
	The area under the graph depicting cumulative trade volume over the period running from 20 trading minutes before the announcement through 60 trading minutes after. I calculate IPT_Vol_Initial for each investor group as:



	MktAdjReturni,t
	Market-adjusted stock return for firm i on day t using the CRSP value-weighted benchmark (CRSP)


	RetailVoli,t
	Number of firm i shares traded by retail investors on day t, divided by the number of firm i shares outstanding (SHROUT*1,000) on day t. Retail trades are identified using the method proposed by Boehmer et al. (2021) (CRSP & Daily TAQ)


	TradeConsensusi,t,g
	Measure of the degree to which retail (institutional) investors process data in a similar way as other retail (institutional) investors. TradeConsensus is calculated as the absolute value of daily net buyer-initiated trade volume, divided by total trade volume, for each investor group. (CRSP & Daily TAQ)


	Variables of Interest


	DayIndicator_m5i,t – DayIndicator_p10i,t
	Indicator variables for days [-5,10] around the announcement, where day 0 is the day of the announcement (Audit Analytics)


	Posti,t
	Indicator variable equal to one for days [0,10] relative to the announcement, zero otherwise (Audit Analytics)


	Retailg
	Indicator variable equal to one for retail investor observations and zero for institutional investor observations (Daily TAQ)


	Control Variables


	AbsMktAdjReturni,[t-26,t-6]
	Absolute value of MktAdjReturni,[t-26,t-6] (CRSP)


	AbsMktAdjReturni,[t-5,t-1]
	Absolute value of MktAdjReturni,[t-5,t-1] (CRSP)


	DayofWeeki,t
	Indicator variables for each day of the week (e.g., Monday, Tuesday, Wednesday, etc.) (CRSP)


	EarningsAnni,[t,t+5]
	Indicator variable equal to one if firm i announces earnings on days t through t+5, zero otherwise (Compustat)


	MktAdjReturni,[t-26,t-6]
	Market-adjusted stock return for firm i over the prior month (t-26 through t-6) using the CRSP value-weighted benchmark (CRSP)


	MktAdjReturni,[t-5,t-1]
	Market-adjusted stock return for firm i over the prior week (t-5 through t-1) using the CRSP value-weighted benchmark (CRSP)


	MktVoli,t
	Average share turnover among firms traded on the NYSE, AMEX, and NASDAQ on day t, where share turnover is calculated as VOL/(SHROUT*1,000) (CRSP)


	MktVoli,t-1
	Average share turnover among firms traded on the NYSE, AMEX, and NASDAQ on day t-1, where share turnover is calculated as VOL/(SHROUT*1,000) (CRSP)


	OtherFilingi,t – OtherFilingi,t-5
	Indicator variable equal to one if a Form 10-K, 10-Q, DEF 14A, or 8-K (or a related amendment), other than Items 4.02 (Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim Review) or 9.01 (Financial Statements and Exhibits), for firm i is made available on EDGAR on or within five days prior to day t. I include separate indicator variables for days t-5 through t. In the auditor resignation tests, this variable excludes Item 4.01 (Changes in the Registrant’s Certifying Accountant) and includes Item 4.02 filings (SEC Analytics)


	Resignationi
	Indicator variables for each auditor resignation (AUDITOR_CHANGE_KEY) (Audit Analytics)


	Restatementi
	Indicator variables for each non-reliance restatement (RES_NOTIF_KEY) (Audit Analytics)


	Other Variables


	Analystsi
	Number of analysts that issued a forecast for firm i during the 180 days leading up the non-reliance restatement (I/B/E/S)


	FilingGapi,t
	Indicator variable equal to one for trading days on or after the event date but before the filing date, zero otherwise (SEC Analytics)


	HighAnalystsi
	Indicator variable equal to one if Analysts is in the top tercile of the distribution by year, zero otherwise (I/B/E/S)


	HighInstOwni
	Indicator variable equal to one if InstOwn is in the top tercile of the distribution by year, zero otherwise (Thomson Reuters)


	HighMediai
	Indicator variable equal to one if Media is in the top tercile of the distribution by year, zero otherwise (RavenPack)


	HighMktCapi
	Indicator variable equal to one if MktCap is in the top tercile of the distribution by year, zero otherwise (Compustat)


	HighPeerRestatei
	Indicator variable equal to one if PeerRestate is in the top tercile of the distribution by year, zero otherwise (Audit Analytics)


	HighReadabilityi
	Indicator variable equal to one if Readability is in the top tercile of the distribution by year, zero otherwise (EDGAR)


	InstOwni
	Percentage of firm i outstanding shares held by institutional investors as of the calendar quarter immediately prior to the non-reliance restatement (Thomson Reuters)


	LowWordCounti
	Indicator variable equal to one if WordCount is in the bottom tercile of the distribution by year, zero otherwise (EDGAR)


	Mediai
	Number of news articles or news flashes about firm i during the 365 days leading up to the non-reliance restatement. I require a relevance score greater than or equal to 90 and include all news types, except for press releases (RavenPack)


	MktCapi
	Market value of equity for firm i as of the prior fiscal quarter, calculated as PRCCQ*CSHOQ (Compustat)


	NewsArticlei
	Indicator variable equal to one if there is a concurrent news article or news flash about firm i’s non-reliance restatement, zero otherwise. I require a relevance score of 100 and that the news category be either “earnings-misstatement” or “earnings-revision.” I include all news types, except for press releases. I define “concurrent” as those published on the day of the non-reliance restatement announcement (i.e., day 0) (RavenPack)


	PeerRestatei
	Number of industry-issue matches during the 365 days leading up to the firm i’s non-reliance restatement, scaled by the number of issues in the restatement. I classify firms into industry groups based on two-digit SIC codes (Audit Analytics)


	Readabilityi
	The first principal component of the Gunning Fog index, the Flesch-Kincaid Grade Level, and the Automated Readability Index, where each readability metric is multiplied by -1 so that Readability is increasing in the ease of readability. I use Python’s ‘textstat’ package to calculate each readability metric (EDGAR)


	WordCounti
	Number of words in each Form 8-K, Item 4.02, disclosure (EDGAR)



Appendix B: Figures
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Figure 1: Intraday Stock Price Movement – All Restatements
This figure plots intraday stock price movement around non-reliance restatement announcements. For each restatement-minute, I calculate a relative stock price by dividing the NBBO midpoint in effect at the end of the time interval by the NBBO midpoint in effect 390 trading minutes (i.e., 6.5 hours or 1 trading day) before the restatement announcement. The figure plots the simple average of the relative stock prices across firms by minute. It includes all non-reliance restatements (n=568).
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Figure 2: Intraday Stock Price Movement – Off-Hours Versus Market Hours Restatements
This figure plots intraday stock price movement around non-reliance restatement announcements. For each restatement-minute, I calculate a relative stock price by dividing the NBBO midpoint in effect at the end of the time interval by the NBBO midpoint in effect 390 trading minutes (i.e., 6.5 hours or 1 trading day) before the restatement announcement. The figure plots the simple average of the relative stock prices across firms by minute. It separates those announced during off-hours (n=526) and those announced during market hours (n=42).
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Figure 3: Model (1) Event Study Coefficient Estimates – Abnormal Trade Volume
This figure plots the event study coefficient estimates from Model (1) where the dependent variable is either AbnRetailVol or AbnInstVol. Each coefficient in the vector DayIndicator_d is represented by a bar. Dark and light bars represent the retail and institutional groups, respectively. Bold outlines around the bars denote statistical significance at the 10% level or better. Table 4 presents the tabular regression output.
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Figure 4: Model (1) Event Study Coefficient Estimates – Unadjusted Trade Volume
This figure plots the event study coefficient estimates from Model (1) where the dependent variable is either RetailVol or InstVol. Each coefficient in the vector DayIndicator_d is represented by a bar. Dark and light bars represent the retail and institutional groups, respectively. Bold outlines around the bars denote statistical significance at the 10% level or better. Table 5 presents the tabular regression output.
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Figure 5: Intraday Cumulative Trade Volume Around Non-Reliance Restatements
This figure plots average intraday cumulative trade volume for retail and institutional investors. The measurement period runs from 20 trading minutes before the restatement announcement through 60 trading minutes after. I calculate a cumulative trade volume percent for each restatement-investor group-minute by dividing cumulative trade volume from 20 minutes before the restatement through minute m by total trade volume over the measurement period. For each restatement-investor group with non-zero trade volume over the 81-minute measurement period, I plot the simple average of the cumulative trade volume percentages across restatements by investor group-minute.


Appendix C: Tables
Table 1: Sample Composition
	Panel A: Non-Reliance Restatement Sample

	Audit Analytics non-reliance restatements from 2011 through 2020
	1,722

	Merge to Compustat, CRSP, I/B/E/S, TAQ, Thomson Reuters, and WRDS SEC Analytics Suite
	756

	Ordinary common shares traded on the NYSE, AMEX, or NASDAQ
	658

	Less: Missing Compustat, CRSP, I/B/E/S, or TAQ data
	(60)

	Less: Averaged fewer than ten trades per day over the 21-day trading window
	(30)

	Main Non-Reliance Restatement Sample
	568

	Subsample with RavenPack Data
	383



	Panel B: Restatements by Year and Category

	Year
	Restatements
	Adverse
	Core Account
	Revenue
	Fraud

	2011
	54
	44
	81%
	34
	63%
	6
	11%
	3
	6%

	2012
	79
	67
	85%
	51
	65%
	18
	23%
	2
	3%

	2013
	101
	75
	74%
	63
	62%
	23
	23%
	3
	3%

	2014
	55
	39
	71%
	33
	60%
	13
	24%
	3
	5%

	2015
	59
	41
	69%
	39
	66%
	10
	17%
	7
	12%

	2016
	56
	43
	77%
	38
	68%
	15
	27%
	3
	5%

	2017
	40
	33
	83%
	28
	70%
	13
	33%
	4
	10%

	2018
	46
	36
	78%
	29
	63%
	11
	24%
	2
	4%

	2019
	44
	37
	84%
	37
	84%
	13
	30%
	2
	5%

	2020
	34
	30
	88%
	29
	85%
	10
	29%
	2
	6%

	Total
	568
	445
	78%
	381
	67%
	132
	23%
	31
	5%



	Notes: This table includes details about the sample composition. Panel A details the sample selection procedures. I begin with all non-reliance restatements from calendar years 2011 through 2020 that are included in Audit Analytics’ Restatements database. I require that each restatement merges to Compustat, CRSP, I/B/E/S, TAQ, Thomson Reuters, and WRDS SEC Analytics Suite. I only include ordinary common shares (‘SHRCD’ equal to 10 or 11) traded on the NYSE, AMEX, or NASDAQ exchanges (‘EXCHCD’ equal to 1, 2, or 3). I eliminate observations that are very thinly traded (Lee 1992). Panel B presents the number and percent of restatements by year and category. Adverse restatements are those identified by Audit Analytics as having a negative net effect on the income statement, balance sheet, or statement of cash flows (‘RES_ADVERSE’ equal to 1). I also classify restatements based on whether they impact a core account (‘RES_ACC_RES_FKEY_LIST’ equal to 1, 3, 4, 6, 7, 12, 14, 20, 21, 23, 29, or 42) (Palmrose and Scholz 2004 and Cassell et al. 2013), result from revenue recognition issues (‘RES_ACC_RES_FKEY_LIST’ equal to 6), or are due to fraud (‘RES_FRAUD’ equal to 1). I calculate percentages by dividing the number of restatements for a given category by the total number of restatements.



Table 2: Descriptive Statistics – Non-Reliance Restatements
	Panel A: Restatement Statistics

	Variable
	N
	Mean
	St. Dev.
	25th
	50th
	75th

	Analystsi
	568 
	4.7553
	5.1682
	1.0000
	3.0000
	7.0000

	InstOwni
	568
	0.4573
	0.3502
	0.1012
	0.4576
	0.7802

	Mediai
	383
	586.5796
	685.1397
	239.0000
	410.0000
	697.0000

	MktCapi
	568
	1,003.8130
	2,488.8196
	57.3458
	218.8618
	771.1756

	NewsArticlei
	383
	0.1488
	0.3564
	0.0000
	0.0000
	0.0000

	PeerRestatei
	568
	1.7604
	2.2861
	0.0000
	1.0000
	2.5000

	Readabilityi
	568
	0.0127
	1.6572
	0.0665
	0.6198
	0.8892

	WordCounti
	568
	560.3063
	299.9144
	358.5000
	494.5000
	677.5000



	Panel B: Restatement-Day Statistics

	Variable
	N
	Mean
	St. Dev.
	25th
	50th
	75th

	AbnInstVoli,t
	11,928
	0.3698
	2.2079
	0.0000
	0.0000
	0.3473

	AbnRetailVoli,t
	11,928
	0.2393
	1.4541
	-0.4849
	0.0942
	0.8137

	AbsMktAdjReturni,[t-26,t-6]
	11,928
	0.1241
	0.1306
	0.0358
	0.0794
	0.1611

	AbsMktAdjReturni,[t-5,t-1]
	11,928
	0.0653
	0.0748
	0.0164
	0.0397
	0.0841

	EarningsAnni,[t,t+5]
	11,928
	0.1631
	0.3694
	0.0000
	0.0000
	0.0000

	MktAdjReturni,[t-26,t-6]
	11,928
	-0.0324
	0.1772
	-0.1058
	-0.0245
	0.0517

	MktAdjReturni,[t-5,t-1]
	11,928
	-0.0133
	0.0984
	-0.0499
	-0.0079
	0.0281

	MktAdjReturni,t
	11,928
	-0.0026
	0.0413
	-0.0184
	-0.0020
	0.0136

	MktVoli,t
	11,928
	0.0100
	0.0036
	0.0079
	0.0089
	0.0107

	MktVoli,t-1
	11,928
	0.0100
	0.0036
	0.0079
	0.0089
	0.0107

	OtherFilingi,t
	11,928
	0.1136
	0.3173
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-1
	11,928
	0.1111
	0.3142
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-2
	11,928
	0.1089
	0.3115
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-3
	11,928
	0.1064
	0.3083
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-4
	11,928
	0.1050
	0.3065
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-5
	11,928
	0.1027
	0.3036
	0.0000
	0.0000
	0.0000



	Panel C: Restatement-(Day-)Investor Group Statistics

	
	Retail (1)
	Institutional (2)
	(1) – (2)

	Variable
	N
	Mean
	N
	Mean
	Difference
	p-value

	IPT_Voli,g
	567
	2,188.8883
	407
	2,328.7930
	-139.9047***
	0.0005

	TradeConsensusi,t,g
	11,928
	0.3346
	11,928
	0.2400
	0.0946***
	0.0000



	[bookmark: _Hlk89164419]Notes: This table reports descriptive statistics for the primary variables used in the non-reliance restatement tests. Panel A includes one observation for each restatement. Panel B includes one observation for each restatement-day within the 21-day trading window centered on the day of the restatement announcement. Panel C includes one observation for each restatement-investor group for IPT_Vol and one observation for each restatement-day-investor group for TradeConsensus. IPT_Vol is missing for restatement-investor group observations with no trading activity over the first 3,900 trading minutes following the announcement. Each variable is measured as defined in Appendix A. To reduce the effect of outliers, I winsorize all continuous variables at their 1st and 99th percentiles.



Table 3: Market-Adjusted Stock Returns Around Non-Reliance Restatements
	Dependent Variable:
	MktAdjReturni,t

	Variable
	Coefficient
	p-value

	DayIndicator_m5i,t
	-0.0009
	0.6033

	DayIndicator_m4i,t
	0.0001
	0.9531

	DayIndicator_m3i,t
	-0.0023
	0.2199

	DayIndicator_m2i,t
	-0.0010
	0.5926

	DayIndicator_m1i,t
	-0.0034
	0.1018

	DayIndicator_0i,t
	-0.0166***
	0.0000

	DayIndicator_p1i,t
	-0.0046*
	0.0675

	DayIndicator_p2i,t
	-0.0023
	0.2656

	DayIndicator_p3i,t
	-0.0024
	0.2421

	DayIndicator_p4i,t
	-0.0008
	0.6801

	DayIndicator_p5i,t
	-0.0028
	0.1804

	DayIndicator_p6i,t
	0.0000
	0.9880

	DayIndicator_p7i,t
	-0.0001
	0.9440

	DayIndicator_p8i,t
	-0.0024
	0.2065

	DayIndicator_p9i,t
	-0.0023
	0.1970

	DayIndicator_p10i,t
	-0.0023
	0.2165

	OtherFilingi,t
	-0.0051***
	0.0025

	OtherFilingi,t-1
	-0.0005
	0.7706

	OtherFilingi,t-2
	0.0003
	0.8252

	OtherFilingi,t-3
	0.0014
	0.3047

	OtherFilingi,t-4
	0.0004
	0.8005

	OtherFilingi,t-5
	-0.0006
	0.6667

	EarningsAnni,[t,t+5]
	0.0019
	0.1184

	MktAdjReturni,[t-5,t-1]
	-0.0840***
	0.0000

	AbsMktAdjReturni,[t-5,t-1]
	-0.0110
	0.2221

	MktAdjReturni,[t-26,t-6]
	-0.0595***
	0.0000

	AbsMktAdjReturni,[t-26,t-6]
	0.0065
	0.3236

	MktVoli,t
	-0.3587
	0.2236

	MktVoli,t-1
	0.5351*
	0.0699

	Intercept
	Included

	Restatement Fixed Effects
	Included

	DayofWeek Fixed Effects
	Included

	N
	11,928

	Adjusted R2
	0.046



	Notes: This table reports regression estimates for Model (1) using an OLS regression. The dependent variable is MktAdjReturn. I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 4: Abnormal Trade Volume Around Non-Reliance Restatements
	
	Column (1)
	Column (2)

	Dependent Variable:
	AbnRetailVoli,t
	AbnInstVoli,t

	Variable
	Coefficient
	p-value
	Coefficient
	p-value

	DayIndicator_m5i,t
	0.0287
	0.5383
	0.0014
	0.9866

	DayIndicator_m4i,t
	0.0594
	0.2676
	0.0164
	0.8473

	DayIndicator_m3i,t
	0.0503
	0.3141
	0.0100
	0.9132

	DayIndicator_m2i,t
	0.1052*
	0.0532
	0.0118
	0.8979

	DayIndicator_m1i,t
	0.2518***
	0.0000
	0.2382***
	0.0079

	DayIndicator_0i,t
	0.6886***
	0.0000
	0.8838***
	0.0000

	DayIndicator_p1i,t
	0.2559***
	0.0000
	0.4119***
	0.0001

	DayIndicator_p2i,t
	0.1481**
	0.0133
	0.1553
	0.1517

	DayIndicator_p3i,t
	0.0537
	0.3636
	0.3049***
	0.0085

	DayIndicator_p4i,t
	0.1135*
	0.0619
	0.2298**
	0.0344

	DayIndicator_p5i,t
	0.1283**
	0.0361
	0.0841
	0.4504

	DayIndicator_p6i,t
	0.0788
	0.1799
	-0.0259
	0.7884

	DayIndicator_p7i,t
	0.0229
	0.7191
	0.1296
	0.1706

	DayIndicator_p8i,t
	0.0764
	0.2162
	0.0006
	0.9956

	DayIndicator_p9i,t
	-0.0237
	0.7083
	-0.0140
	0.8912

	DayIndicator_p10i,t
	-0.0417
	0.4920
	-0.0115
	0.9111

	OtherFilingi,t
	0.2254***
	0.0000
	0.3443***
	0.0000

	OtherFilingi,t-1
	0.1493***
	0.0001
	0.1159
	0.1072

	OtherFilingi,t-2
	0.0587
	0.1416
	0.0702
	0.3352

	OtherFilingi,t-3
	-0.0200
	0.6102
	0.0151
	0.8415

	OtherFilingi,t-4
	-0.0286
	0.4769
	-0.0593
	0.3804

	OtherFilingi,t-5
	-0.0673*
	0.0745
	-0.0226
	0.7340

	EarningsAnni,[t,t+5]
	-0.0294
	0.4406
	-0.1445**
	0.0288

	MktAdjReturni,[t-5,t-1]
	-0.0093
	0.9629
	0.6191**
	0.0371

	AbsMktAdjReturni,[t-5,t-1]
	3.6355***
	0.0000
	2.5648***
	0.0000

	MktAdjReturni,[t-26,t-6]
	-0.4139***
	0.0042
	0.1259
	0.5808

	AbsMktAdjReturni,[t-26,t-6]
	0.3189*
	0.0810
	-0.5865**
	0.0424

	MktVoli,t
	29.6699***
	0.0000
	68.6891***
	0.0000

	MktVoli,t-1
	5.6285
	0.4275
	-5.8328
	0.6156

	Intercept
	Included
	Included

	Restatement Fixed Effects
	Included
	Included

	DayofWeek Fixed Effects
	Included
	Included

	N
	11,928
	11,928

	Adjusted R2
	0.406
	0.194



	[bookmark: _Hlk102571275]Notes: This table reports regression estimates for Model (1) using OLS regressions. The dependent variable is AbnRetailVol in column (1) and AbnInstVol in column (2). I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test. Figure 3 presents a plot of the event study (i.e., DayIndicator_d) coefficient estimates.



Table 5: Unadjusted Trade Volume Around Non-Reliance Restatements
	
	Column (1)
	Column (2)

	Dependent Variable:
	RetailVoli,t
	InstVoli,t

	Variable
	Coefficient
	p-value
	Coefficient
	p-value

	DayIndicator_m5i,t
	0.0041
	0.9295
	-0.0238
	0.7611

	DayIndicator_m4i,t
	0.0929*
	0.0578
	0.0231
	0.7729

	DayIndicator_m3i,t
	0.0455
	0.3479
	0.0077
	0.9263

	DayIndicator_m2i,t
	0.1299**
	0.0129
	0.0367
	0.6695

	DayIndicator_m1i,t
	0.2564***
	0.0000
	0.1775**
	0.0317

	DayIndicator_0i,t
	0.6588***
	0.0000
	0.8586***
	0.0000

	DayIndicator_p1i,t
	0.2782***
	0.0000
	0.3939***
	0.0001

	DayIndicator_p2i,t
	0.1619***
	0.0037
	0.1522
	0.1340

	DayIndicator_p3i,t
	0.0729
	0.1923
	0.2570**
	0.0188

	DayIndicator_p4i,t
	0.1023*
	0.0820
	0.1966*
	0.0577

	DayIndicator_p5i,t
	0.1347**
	0.0211
	0.0813
	0.4382

	DayIndicator_p6i,t
	0.1100**
	0.0418
	0.0009
	0.9918

	DayIndicator_p7i,t
	0.0424
	0.4708
	0.0912
	0.2959

	DayIndicator_p8i,t
	0.0955*
	0.0883
	-0.0025
	0.9790

	DayIndicator_p9i,t
	-0.0285
	0.6279
	-0.0423
	0.6389

	DayIndicator_p10i,t
	0.0209
	0.6989
	0.0065
	0.9433

	OtherFilingi,t
	0.2426***
	0.0000
	0.3386***
	0.0000

	OtherFilingi,t-1
	0.1364***
	0.0001
	0.1157*
	0.0897

	OtherFilingi,t-2
	0.0546
	0.1461
	0.0888
	0.1892

	OtherFilingi,t-3
	-0.0114
	0.7587
	0.0615
	0.3832

	OtherFilingi,t-4
	-0.0127
	0.7336
	-0.0430
	0.5056

	OtherFilingi,t-5
	-0.0524
	0.1400
	-0.0001
	0.9982

	EarningsAnni,[t,t+5]
	-0.0539
	0.1397
	-0.1309**
	0.0408

	MktAdjReturni,[t-5,t-1]
	-0.0433
	0.8295
	0.6027**
	0.0406

	AbsMktAdjReturni,[t-5,t-1]
	3.3883***
	0.0000
	2.5640***
	0.0000

	MktAdjReturni,[t-26,t-6]
	-0.2950*
	0.0520
	0.1240
	0.5871

	AbsMktAdjReturni,[t-26,t-6]
	0.2611
	0.1497
	-0.5547*
	0.0558

	MktVoli,t
	26.1951***
	0.0005
	70.7439***
	0.0000

	MktVoli,t-1
	5.1128
	0.4433
	-8.7795
	0.4110

	Intercept
	Included
	Included

	Restatement Fixed Effects
	Included
	Included

	DayofWeek Fixed Effects
	Included
	Included

	N
	11,928
	11,928

	Adjusted R2
	0.707
	0.635



	Notes: This table reports regression estimates for Model (1) using OLS regressions. The dependent variable is RetailVol in column (1) and InstVol in column (2). I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test. Figure 4 presents a plot of the event study (i.e., DayIndicator_d) coefficient estimates.




Table 6: Intraday Cumulative Trade Volume Around Non-Reliance Restatements
	Panel A: Minutes to Achieve Cumulative Trade Volume Thresholds

	
	Retail (1)
	Institutional (2)
	(1) – (2)

	Threshold
	Mean
	Mean
	Difference

	25%
	0
	0
	0

	50%
	16
	1
	15

	75%
	36
	24
	12

	90%
	50
	44
	6



	Panel B: Tests of Differences in Mean Intraday Cumulative Trade Volume (n=255)

	
	Retail (1)
	Institutional (2)
	(1) – (2)

	Minute
	Mean
	Mean
	Difference
	p-value

	-20
	0.0062
	0.0025
	0.0037**
	0.0266

	-15
	0.0468
	0.0231
	0.0237***
	0.0031

	-10
	0.0986
	0.0447
	0.0538***
	0.0000

	-5
	0.1521
	0.0734
	0.0788***
	0.0000

	0
	0.2384
	0.4535
	-0.2151***
	0.0000

	5
	0.3361
	0.5824
	-0.2462***
	0.0000

	10
	0.4215
	0.6406
	-0.2190***
	0.0000

	15
	0.4900
	0.6816
	-0.1916***
	0.0000

	20
	0.5485
	0.7194
	-0.1709***
	0.0000

	25
	0.6073
	0.7607
	-0.1534***
	0.0000

	30
	0.6703
	0.8023
	-0.1320***
	0.0000

	35
	0.7284
	0.8340
	-0.1056***
	0.0000

	40
	0.7881
	0.8699
	-0.0817***
	0.0000

	45
	0.8413
	0.9075
	-0.0662***
	0.0000

	50
	0.8910
	0.9265
	-0.0355**
	0.0119

	55
	0.9461
	0.9685
	-0.0224***
	0.0084

	60
	1.0000
	1.0000
	0.0000
	 -



	Panel C: Initial Trade Execution Speed
	

	Dependent Variable:
	IPT_Vol_Initiali,g

	Variable
	Coefficient
	p-value

	Retailg
	-6.8762***
	0.0000

	Intercept
	Included

	Restatement Fixed Effects
	Included

	N
	510

	Adjusted R2
	0.239



	Notes: Panel A reports the minute, relative to the restatement announcement (i.e., minute 0), that each investor group achieves various cumulative trade volume thresholds. The sample includes all restatement-investor groups with non-zero trade volume over the 81-minute measurement period. Panel B reports statistics from tests of differences in mean intraday cumulative trade volume between retail and institutional investors for 5-minute intervals from 20 trading minutes before the announcement through 60 trading minutes after. Panel C reports regression estimates from a model regressing IPT_Vol_Initial on Retail and Restatement fixed effects. The panel B and C samples require that each firm have non-zero volume for both retail and institutional investors over the measurement period. I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported to the right of the coefficient estimate. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 7: Information Processing Following Non-Reliance Restatements
	Panel A: Trade Consensus
	

	Dependent Variable:
	TradeConsensusi,t,g

	Variable
	Coefficient
	p-value

	Retailg
	0.1149***
	0.0000

	Posti,t (β2)
	0.0175**
	0.0128

	Retailg*Posti,t (β3)
	-0.0387***
	0.0000

	OtherFilingi,t
	-0.0076
	0.2232

	OtherFilingi,t-1
	-0.0011
	0.8572

	OtherFilingi,t-2
	-0.0031
	0.6160

	OtherFilingi,t-3
	0.0085
	0.1954

	OtherFilingi,t-4
	-0.0055
	0.3805

	OtherFilingi,t-5
	-0.0123**
	0.0484

	EarningsAnni,[t,t+5]
	-0.0005
	0.9292

	MktAdjReturni,[t-5,t-1]
	0.0058
	0.8069

	AbsMktAdjReturni,[t-5,t-1]
	0.0002
	0.9946

	MktAdjReturni,[t-26,t-6]
	0.0194
	0.3131

	AbsMktAdjReturni,[t-26,t-6]
	-0.0079
	0.7452

	MktVoli,t
	3.7596***
	0.0017

	MktVoli,t-1
	-0.3953
	0.7207

	F-test p-value: β2 + β3 = 0
	0.0004

	Intercept
	Included

	Restatement Fixed Effects
	Included

	DayofWeek Fixed Effects
	Included

	N
	23,856

	Adjusted R2
	0.074



	Panel B: Disagreement Resolution Speed
	

	Dependent Variable:
	IPT_Voli,g

	Variable
	Coefficient
	p-value

	Retailg
	-118.8666***
	0.0000

	Intercept
	Included

	Restatement Fixed Effects
	Included

	N
	814

	Adjusted R2
	0.546



	Notes: Panel A reports regression estimates for Model (2) using an OLS regression. The dependent variable is TradeConsensus. Panel B reports regression estimates for Model (3) using an OLS regression. The dependent variable is IPT_Vol. I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 8: Descriptive Statistics – Auditor Resignations
	Panel A: Resignation-Day Statistics

	Variable
	N
	Mean
	St. Dev.
	25th
	50th
	75th

	AbnInstVoli,t
	3,759
	0.4381
	2.1719
	0.0000
	0.0000
	0.0000

	AbnRetailVoli,t
	3,759
	0.3094
	1.6771
	-0.5878
	0.0973
	0.9631

	AbsMktAdjReturni,[t-26,t-6]
	3,759
	0.1895
	0.2517
	0.0397
	0.1036
	0.2375

	AbsMktAdjReturni,[t-5,t-1]
	3,759
	0.0839
	0.1128
	0.0177
	0.0443
	0.1015

	EarningsAnni,[t,t+5]
	3,759
	0.0681
	0.2520
	0.0000
	0.0000
	0.0000

	MktAdjReturni,[t-26,t-6]
	3,759
	0.0144
	0.3147
	-0.1247
	-0.0174
	0.0749

	MktAdjReturni,[t-5,t-1]
	3,759
	-0.0044
	0.1406
	-0.0574
	-0.0086
	0.0307

	MktAdjReturni,t
	3,759
	-0.0022
	0.0540
	-0.0229
	-0.0027
	0.0153

	MktVoli,t
	3,759
	0.0101
	0.0034
	0.0080
	0.0093
	0.0111

	MktVoli,t-1
	3,759
	0.0101
	0.0035
	0.0080
	0.0092
	0.0111

	OtherFilingi,t
	3,759
	0.0966
	0.2954
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-1
	3,759
	0.0982
	0.2976
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-2
	3,759
	0.0966
	0.2954
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-3
	3,759
	0.0971
	0.2961
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-4
	3,759
	0.0995
	0.2994
	0.0000
	0.0000
	0.0000

	OtherFilingi,t-5
	3,759
	0.0995
	0.2994
	0.0000
	0.0000
	0.0000



	Panel B: Resignation-(Day-)Investor Group Statistics

	
	Retail (1)
	Institutional (2)
	(1) – (2)

	Variable
	N
	Mean
	N
	Mean
	Difference
	p-value

	IPT_Voli,g
	179
	2,061.5787
	93
	2,231.4436
	-169.8649*
	0.0648

	TradeConsensusi,t,g
	3,759
	0.3807
	3,759
	0.1665
	0.2142***
	0.0000



	Notes: This table reports descriptive statistics for the primary variables used in the auditor resignation tests. Panel A includes one observation for each resignation-day within the 21-day trading window centered on the day of the auditor resignation announcement. Panel B includes one observation for each resignation-investor group for IPT_Vol and one observation for each resignation-day-investor group for TradeConsensus. IPT_Vol is missing for resignation-investor group observations with no trading activity over the first 3,900 trading minutes following the announcement. Each variable is measured as defined in Appendix A. To reduce the effect of outliers, I winsorize all continuous variables at their 1st and 99th percentiles.




Table 9: Market-Adjusted Stock Returns Around Auditor Resignations
	Dependent Variable:
	MktAdjReturni,t

	Variable
	Coefficient
	p-value

	DayIndicator_m5i,t
	-0.0002
	0.9555

	DayIndicator_m4i,t
	0.0087*
	0.0545

	DayIndicator_m3i,t
	0.0005
	0.9093

	DayIndicator_m2i,t
	-0.0009
	0.8262

	DayIndicator_m1i,t
	0.0080*
	0.0671

	DayIndicator_0i,t
	-0.0132**
	0.0111

	DayIndicator_p1i,t
	-0.0015
	0.7349

	DayIndicator_p2i,t
	0.0069
	0.1608

	DayIndicator_p3i,t
	-0.0076**
	0.0320

	DayIndicator_p4i,t
	0.0063
	0.2027

	DayIndicator_p5i,t
	0.0013
	0.7675

	DayIndicator_p6i,t
	0.0014
	0.7577

	DayIndicator_p7i,t
	0.0014
	0.7423

	DayIndicator_p8i,t
	0.0005
	0.9065

	DayIndicator_p9i,t
	0.0031
	0.5047

	DayIndicator_p10i,t
	-0.0018
	0.6690

	OtherFilingi,t
	-0.0048
	0.2231

	OtherFilingi,t-1
	-0.0067*
	0.0615

	OtherFilingi,t-2
	0.0015
	0.6589

	OtherFilingi,t-3
	0.0013
	0.6563

	OtherFilingi,t-4
	0.0006
	0.8675

	OtherFilingi,t-5
	0.0018
	0.5080

	EarningsAnni,[t,t+5]
	0.0058
	0.1663

	MktAdjReturni,[t-5,t-1]
	-0.0939***
	0.0000

	AbsMktAdjReturni,[t-5,t-1]
	0.0015
	0.9214

	MktAdjReturni,[t-26,t-6]
	-0.0512***
	0.0000

	AbsMktAdjReturni,[t-26,t-6]
	0.0043
	0.7117

	MktVoli,t
	0.0083
	0.9868

	MktVoli,t-1
	0.5111
	0.3216

	Intercept
	Included

	Resignation Fixed Effects
	Included

	DayofWeek Fixed Effects
	Included

	N
	3,759

	Adjusted R2
	0.045



	Notes: This table reports regression estimates for Model (1) using an OLS regression. The dependent variable is MktAdjReturn. I use robust standard errors (White 1980) that are clustered by resignation. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 10: Abnormal Trade Volume Around Auditor Resignations
	
	Column (1)
	Column (2)

	Dependent Variable:
	AbnRetailVoli,t
	AbnInstVoli,t

	Variable
	Coefficient
	p-value
	Coefficient
	p-value

	DayIndicator_m5i,t
	0.0691
	0.4151
	0.0886
	0.5112

	DayIndicator_m4i,t
	0.0162
	0.8723
	-0.0111
	0.9296

	DayIndicator_m3i,t
	0.0816
	0.4600
	-0.1682
	0.1714

	DayIndicator_m2i,t
	0.0321
	0.7522
	0.1888
	0.1949

	DayIndicator_m1i,t
	0.1724
	0.1078
	0.1531
	0.3787

	DayIndicator_0i,t
	0.3391***
	0.0039
	0.6525***
	0.0001

	DayIndicator_p1i,t
	0.2801**
	0.0138
	0.0464
	0.7517

	DayIndicator_p2i,t
	0.2156**
	0.0498
	0.1672
	0.2510

	DayIndicator_p3i,t
	0.1117
	0.3262
	0.3469**
	0.0168

	DayIndicator_p4i,t
	0.0540
	0.6764
	0.2017
	0.1784

	DayIndicator_p5i,t
	0.0769
	0.5035
	0.2734
	0.1166

	DayIndicator_p6i,t
	0.1112
	0.3362
	0.1792
	0.3122

	DayIndicator_p7i,t
	0.0111
	0.9224
	-0.1088
	0.4082

	DayIndicator_p8i,t
	-0.0052
	0.9682
	-0.0385
	0.8071

	DayIndicator_p9i,t
	-0.0311
	0.7873
	0.1249
	0.4600

	DayIndicator_p10i,t
	0.1188
	0.3388
	-0.0193
	0.9018

	OtherFilingi,t
	0.1986***
	0.0050
	0.1739
	0.1751

	OtherFilingi,t-1
	0.1111*
	0.0726
	-0.0945
	0.4870

	OtherFilingi,t-2
	0.0154
	0.8016
	0.2216*
	0.0980

	OtherFilingi,t-3
	-0.0229
	0.7282
	0.0168
	0.8749

	OtherFilingi,t-4
	-0.0499
	0.4450
	0.1168
	0.2277

	OtherFilingi,t-5
	-0.0466
	0.5327
	0.0871
	0.4925

	EarningsAnni,[t,t+5]
	0.0328
	0.7731
	0.0062
	0.9690

	MktAdjReturni,[t-5,t-1]
	0.1992
	0.6097
	1.0577***
	0.0075

	AbsMktAdjReturni,[t-5,t-1]
	2.6514***
	0.0000
	2.2911***
	0.0004

	MktAdjReturni,[t-26,t-6]
	-0.0199
	0.9222
	0.5783*
	0.0788

	AbsMktAdjReturni,[t-26,t-6]
	0.3237
	0.1639
	-0.2952
	0.3967

	MktVoli,t
	29.9761***
	0.0099
	49.8454***
	0.0039

	MktVoli,t-1
	-6.5031
	0.6295
	-26.9782*
	0.0519

	Intercept
	Included
	Included

	Resignation Fixed Effects
	Included
	Included

	DayofWeek Fixed Effects
	Included
	Included

	N
	3,759
	3,759

	Adjusted R2
	0.447
	0.307



	Notes: This table reports regression estimates for Model (1) using OLS regressions. The dependent variable is AbnRetailVol in column (1) and AbnInstVol in column (2). I use robust standard errors (White 1980) that are clustered by resignation. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 11: Information Processing Following Auditor Resignations
	Panel A: Trade Consensus
	

	Dependent Variable:
	TradeConsensusi,t,g

	Variable
	Coefficient
	p-value

	Retailg
	0.2171***
	0.0000

	Posti,t (β2)
	0.0060
	0.5220

	Retailg*Posti,t (β3)
	-0.0055
	0.6906

	OtherFilingi,t
	-0.0091
	0.4180

	OtherFilingi,t-1
	0.0047
	0.6785

	OtherFilingi,t-2
	0.0158
	0.1849

	OtherFilingi,t-3
	-0.0014
	0.9072

	OtherFilingi,t-4
	-0.0134
	0.2398

	OtherFilingi,t-5
	0.0107
	0.4010

	EarningsAnni,[t,t+5]
	0.0022
	0.8837

	MktAdjReturni,[t-5,t-1]
	0.0424
	0.1916

	AbsMktAdjReturni,[t-5,t-1]
	-0.0603
	0.1495

	MktAdjReturni,[t-26,t-6]
	0.0239
	0.3348

	AbsMktAdjReturni,[t-26,t-6]
	-0.0514**
	0.0429

	MktVoli,t
	3.0117
	0.1282

	MktVoli,t-1
	-3.6716*
	0.0767

	F-test p-value: β2 + β3 = 0
	0.9640

	Intercept
	Included

	Resignation Fixed Effects
	Included

	DayofWeek Fixed Effects
	Included

	N
	7,518

	Adjusted R2
	0.151



	Panel B: Disagreement Resolution Speed
	

	Dependent Variable:
	IPT_Voli,g

	Variable
	Coefficient
	p-value

	Retailg
	-150.7573*
	0.0662

	Intercept
	Included

	Resignation Fixed Effects
	Included

	N
	186

	Adjusted R2
	0.272



	Notes: Panel A reports regression estimates for Model (2) using an OLS regression. The dependent variable is TradeConsensus. Panel B reports regression estimates for Model (3) using an OLS regression. The dependent variable is IPT_Vol. I use robust standard errors (White 1980) that are clustered by resignation. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 12: Trade Consensus Between the Event and Filing Dates
	Dependent Variable:
	TradeConsensusi,t,g

	Variable
	Coefficient
	p-value

	Retailg
	0.1062***
	0.0000

	FilingGapi,t (β2)
	-0.0188*
	0.0806

	Retailg*FilingGapi,t (β3)
	0.0325*
	0.0558

	Posti,t (β4)
	0.0125
	0.1008

	Retailg*Posti,t (β5)
	-0.0300***
	0.0058

	OtherFilingi,t
	-0.0076
	0.2240

	OtherFilingi,t-1
	-0.0011
	0.8588

	OtherFilingi,t-2
	-0.0031
	0.6217

	OtherFilingi,t-3
	0.0085
	0.1937

	OtherFilingi,t-4
	-0.0054
	0.3820

	OtherFilingi,t-5
	-0.0123**
	0.0485

	EarningsAnni,[t,t+5]
	-0.0002
	0.9716

	MktAdjReturni,[t-5,t-1]
	0.0056
	0.8126

	AbsMktAdjReturni,[t-5,t-1]
	0.0004
	0.9907

	MktAdjReturni,[t-26,t-6]
	0.0194
	0.3139

	AbsMktAdjReturni,[t-26,t-6]
	-0.0079
	0.7464

	MktVoli,t
	3.7542***
	0.0017

	MktVoli,t-1
	-0.3993
	0.7181

	F-test p-value: β2 + β3 = 0
	0.1765

	F-test p-value: β4 + β5 = 0
	0.0099

	Intercept
	Included

	Restatement Fixed Effects
	Included

	DayofWeek Fixed Effects
	Included

	N
	23,856

	Adjusted R2
	0.075



	Notes: This table reports regression estimates for a modified Model (2) using an OLS regression. The dependent variable is TradeConsensus. I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 13: Moderating Effect of the Information Environment
	Panel A: Trade Consensus

	
	Column (1)
	Column (2)
	Column (3)
	Column (4)

	Dependent Variable:
	TradeConsensusi,t,g

	Cross-Section Variable:
	HighMktCapi
	HighAnalystsi
	HighInstOwni
	HighMediai

	Variable
	Coef. (p-value)
	Coef. (p-value)
	Coef. (p-value)
	Coef. (p-value)

	Retailg
	0.2531***
	0.2328***
	0.2336***
	0.2539***

	
	(0.0000)
	(0.0000)
	(0.0000)
	(0.0000)

	Posti,t
	0.0300***
	0.0235***
	0.0313***
	0.0278***

	
	(0.0003)
	(0.0051)
	(0.0001)
	(0.0053)

	Retailg*Posti,t (δ3)
	-0.0571***
	-0.0494***
	-0.0564***
	-0.0633***

	
	(0.0000)
	(0.0000)
	(0.0000)
	(0.0000)

	Retailg*Posti,t*Groupi (δ6)
	0.0565***
	0.0358*
	0.0542***
	0.0602***

	
	(0.0037)
	(0.0636)
	(0.0056)
	(0.0084)

	F-test p-value: δ3 + δ6 = 0
	0.9678
	0.3683
	0.8888
	0.8592

	Intercept
	Included
	Included
	Included
	Included

	Restatement Fixed Effects
	Included
	Included
	Included
	Included

	DayofWeek Fixed Effects
	Included
	Included
	Included
	Included

	Controls
	Included
	Included
	Included
	Included

	N
	23,856
	23,856
	23,856
	16,086

	Adjusted R2
	0.150
	0.139
	0.129
	0.141



	Panel B: Disagreement Resolution Speed

	
	Column (1)
	Column (2)
	Column (3)
	Column (4)

	Dependent Variable:
	IPT_Voli,g

	Cross-Section Variable:
	HighMktCapi
	HighAnalystsi
	HighInstOwni
	HighMediai

	Variable
	Coef. (p-value)
	Coef. (p-value)
	Coef. (p-value)
	Coef. (p-value)

	Retailg (η1)
	-177.2241***
	-176.3971***
	-151.9424***
	-163.6882***

	
	(0.0001)
	(0.0000)
	(0.0005)
	(0.0015)

	Retailg*Groupi (η2)
	129.0842**
	138.5497**
	74.3749
	70.5363

	
	(0.0183)
	(0.0117)
	(0.1803)
	(0.2917)

	F-test p-value: η1 + η2 = 0
	0.1116
	0.2991
	0.0259
	0.0297

	Intercept
	Included
	Included
	Included
	Included

	Restatement Fixed Effects
	Included
	Included
	Included
	Included

	N
	814
	814
	814
	542

	Adjusted R2
	0.550
	0.551
	0.546
	0.530



	Notes: Panel A reports regression estimates for Model (4) using OLS regressions. The dependent variable is TradeConsensus. Panel B reports regression estimates for Model (5) using OLS regressions. The dependent variable is IPT_Vol. I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported below the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 14: Moderating Effect of Restatement Characteristics
	Panel A: Trade Consensus

	
	Column (1)
	Column (2)
	Column (3)
	Column (4)

	Dependent Variable:
	TradeConsensusi,t,g

	Cross-Section Variable:
	NewsArticlei
	LowWordCounti
	HighReadabilityi
	HighPeerRestatei

	Variable
	Coef. (p-value)
	Coef. (p-value)
	Coef. (p-value)
	Coef. (p-value)

	Retailg
	0.1348***
	0.0871***
	0.1300***
	0.1168***

	
	(0.0000)
	(0.0000)
	(0.0000)
	(0.0000)

	Posti,t
	0.0118
	0.0246***
	0.0162*
	0.0207**

	
	(0.2145)
	(0.0063)
	(0.0562)
	(0.0163)

	Retailg*Posti,t (δ3)
	-0.0367***
	-0.0438***
	-0.0342***
	-0.0490***

	
	(0.0037)
	(0.0001)
	(0.0020)
	(0.0000)

	Retailg*Posti,t*Groupi (δ6)
	-0.0467*
	0.0149
	-0.0139
	0.0340*

	
	(0.0985)
	(0.4672)
	(0.5111)
	(0.0899)

	F-test p-value: δ3 + δ6 = 0
	0.0011
	0.0893
	0.0077
	0.3577

	Intercept
	Included
	Included
	Included
	Included

	Restatement Fixed Effects
	Included
	Included
	Included
	Included

	DayofWeek Fixed Effects
	Included
	Included
	Included
	Included

	Controls
	Included
	Included
	Included
	Included

	N
	16,086
	23,856
	23,856
	23,856

	Adjusted R2
	0.082
	0.078
	0.076
	0.075



	Panel B: Disagreement Resolution Speed

	
	Column (1)
	Column (2)
	Column (3)
	Column (4)

	Dependent Variable:
	IPT_Voli,g

	Cross-Section Variable:
	NewsArticlei
	LowWordCounti
	HighReadabilityi
	HighPeerRestatei

	Variable
	Coef. (p-value)
	Coef. (p-value)
	Coef. (p-value)
	Coef. (p-value)

	Retailg (η1)
	-142.5204***
	-73.1675**
	-103.1198***
	-93.9388***

	
	(0.0003)
	(0.0291)
	(0.0026)
	(0.0051)

	Retailg*Groupi (η2)
	60.3941
	-149.9962**
	-46.7807
	-84.5468

	
	(0.4361)
	(0.0174)
	(0.4512)
	(0.1859)

	F-test p-value: η1 + η2 = 0
	0.2212
	0.0000
	0.0040
	0.0011

	Intercept
	Included
	Included
	Included
	Included

	Restatement Fixed Effects
	Included
	Included
	Included
	Included

	N
	542
	814
	814
	814

	Adjusted R2
	0.529
	0.551
	0.545
	0.546



	Notes: Panel A reports regression estimates for Model (4) using OLS regressions. The dependent variable is TradeConsensus. Panel B reports regression estimates for Model (5) using OLS regressions. The dependent variable is IPT_Vol. I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported below the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 15: Parallel Trends Assumption
	Dependent Variable:
	TradeConsensusi,t,g

	Variable
	Coefficient
	p-value

	Retailg
	0.1050***
	0.0000

	Retailg*DayIndicator_m5i,t
	0.0377**
	0.0380

	Retailg*DayIndicator_m4i,t
	0.0279
	0.1277

	Retailg*DayIndicator_m3i,t
	0.0042
	0.8191

	Retailg*DayIndicator_m2i,t
	0.0323*
	0.0779

	Retailg*DayIndicator_m1i,t
	-0.0033
	0.8541

	Retailg*DayIndicator_0i,t
	-0.0751***
	0.0003

	Retailg*DayIndicator_p1i,t
	-0.0453**
	0.0186

	Retailg*DayIndicator_p2i,t
	-0.0383**
	0.0372

	Retailg*DayIndicator_p3i,t
	-0.0435**
	0.0381

	Retailg*DayIndicator_p4i,t
	-0.0382*
	0.0688

	Retailg*DayIndicator_p5+i,t
	-0.0128
	0.2865

	OtherFilingi,t
	-0.0087
	0.1960

	OtherFilingi,t-1
	-0.0012
	0.8527

	OtherFilingi,t-2
	-0.0017
	0.7964

	OtherFilingi,t-3
	0.0065
	0.3624

	OtherFilingi,t-4
	-0.0115*
	0.0891

	OtherFilingi,t-5
	-0.0107*
	0.0925

	EarningsAnni,[t,t+5]
	0.0010
	0.8771

	MktAdjReturni,[t-5,t-1]
	0.0077
	0.7431

	AbsMktAdjReturni,[t-5,t-1]
	-0.0025
	0.9406

	MktAdjReturni,[t-26,t-6]
	0.0180
	0.3501

	AbsMktAdjReturni,[t-26,t-6]
	-0.0063
	0.7967

	MktVoli,t
	3.7002***
	0.0020

	MktVoli,t-1
	-0.3888
	0.7256

	Intercept
	Included

	Restatement Fixed Effects
	Included

	DayofWeek Fixed Effects
	Included

	DayIndicator_d Vector
	Included

	N
	23,856

	Adjusted R2
	0.075



	Notes: This table reports regression estimates for Model (6) using an OLS regression. The dependent variable is TradeConsensus. I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 16: Information Processing Following Non-Reliance Restatements without Item 2.02
	Panel A: Trade Consensus
	

	Dependent Variable:
	TradeConsensusi,t,g

	Variable
	Coefficient
	p-value

	Retailg
	0.1335***
	0.0000

	Posti,t (β2)
	0.0246***
	0.0015

	Retailg*Posti,t (β3)
	-0.0513***
	0.0000

	OtherFilingi,t
	-0.0005
	0.9443

	OtherFilingi,t-1
	0.0019
	0.7911

	OtherFilingi,t-2
	0.0041
	0.5854

	OtherFilingi,t-3
	0.0118
	0.1396

	OtherFilingi,t-4
	-0.0033
	0.6527

	OtherFilingi,t-5
	-0.0124*
	0.0914

	EarningsAnni,[t,t+5]
	0.0024
	0.7335

	MktAdjReturni,[t-5,t-1]
	0.0125
	0.6335

	AbsMktAdjReturni,[t-5,t-1]
	0.0230
	0.5450

	MktAdjReturni,[t-26,t-6]
	0.0125
	0.5716

	AbsMktAdjReturni,[t-26,t-6]
	-0.0281
	0.3150

	MktVoli,t
	4.6126***
	0.0011

	MktVoli,t-1
	0.0000
	1.0000

	F-test p-value: β2 + β3 = 0
	0.0001

	Intercept
	Included

	Restatement Fixed Effects
	Included

	DayofWeek Fixed Effects
	Included

	N
	17,304

	Adjusted R2
	0.080



	Panel B: Disagreement Resolution Speed
	

	Dependent Variable:
	IPT_Voli,g

	Variable
	Coefficient
	p-value

	Retailg
	-111.0317***
	0.0017

	Intercept
	Included

	Restatement Fixed Effects
	Included

	N
	576

	Adjusted R2
	0.536



	Notes: Panel A reports regression estimates for Model (2) using an OLS regression. The dependent variable is TradeConsensus. Panel B reports regression estimates for Model (3) using an OLS regression. The dependent variable is IPT_Vol. I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.



Table 17: Information Processing Following Non-Bundled Non-Reliance Restatements
	Panel A: Trade Consensus
	

	Dependent Variable:
	TradeConsensusi,t,g

	Variable
	Coefficient
	p-value

	Retailg
	0.1334***
	0.0000

	Posti,t (β2)
	0.0240***
	0.0078

	Retailg*Posti,t (β3)
	-0.0438***
	0.0005

	OtherFilingi,t
	0.0066
	0.4374

	OtherFilingi,t-1
	-0.0049
	0.5522

	OtherFilingi,t-2
	0.0085
	0.3263

	OtherFilingi,t-3
	0.0082
	0.3694

	OtherFilingi,t-4
	-0.0130
	0.1313

	OtherFilingi,t-5
	-0.0210**
	0.0149

	EarningsAnni,[t,t+5]
	0.0037
	0.6368

	MktAdjReturni,[t-5,t-1]
	0.0047
	0.8781

	AbsMktAdjReturni,[t-5,t-1]
	0.0709
	0.1227

	MktAdjReturni,[t-26,t-6]
	-0.0044
	0.8527

	AbsMktAdjReturni,[t-26,t-6]
	-0.0243
	0.4227

	MktVoli,t
	4.2422**
	0.0100

	MktVoli,t-1
	-2.9036**
	0.0474

	F-test p-value: β2 + β3 = 0
	0.0125

	Intercept
	Included

	Restatement Fixed Effects
	Included

	DayofWeek Fixed Effects
	Included

	N
	13,062

	Adjusted R2
	0.082



	Panel B: Disagreement Resolution Speed
	

	Dependent Variable:
	IPT_Voli,g

	Variable
	Coefficient
	p-value

	Retailg
	-83.5850**
	0.0424

	Intercept
	Included

	Restatement Fixed Effects
	Included

	N
	426

	Adjusted R2
	0.534



	Notes: Panel A reports regression estimates for Model (2) using an OLS regression. The dependent variable is TradeConsensus. Panel B reports regression estimates for Model (3) using an OLS regression. The dependent variable is IPT_Vol. I use robust standard errors (White 1980) that are clustered by restatement. P-values are reported to the right of the coefficient estimates. Variable definitions are provided in Appendix A. ***, **, and * represent significance at the 1, 5, and 10 percent levels, respectively, using a two-tailed t-test.
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