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Abstract

This study first examines whether the matching principle reduces information asymmetry and verifies
the effect on earnings sustainability and information asymmetry. In the presence of information
asymmetry between managers and information users, managers can reduce information asymmetry by
increasing the quality of earings. Information asymmetry is measured by the financial analysts' earnings
forecast variance. When we look at the results of previous studies, verify whether information
asymmetry decreases as the response to the revenue cost increases and whether negative relationship
between profit persistence and information asymmetry appears when the response to the revenue cost
is high.

As a result, firms with high revenue cost response showed a decrease in information asymmetry. The
persistence of the earningss from the high earnings—cost response shows that the analysts' earnings
forecast dispersion decreases. This means that the better the response to the revenue cost, the better
the quality of the earnings and the less the information risk about the uncertainty of the enterprise.

This study is different from the previous studies in that it analyzed whether the persistence of the
earnings that responded to the high revenue cost reduces the information asymmetry. The results of
this study suggest that managers can reduce the information asymmetry by carrying out appropriate
revenue — cost responses, which provides important implications for stakeholders who use accounting
earnings information.
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