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Abstract

This study adopts event study to explore the contagion effect on the audit
clients’ value following the auditor sanction, and then further analyzes the
consequences of sanction characteristics. The results show that four independent
variables, including industry specialization, big-4 status, degrees of sanctions and
number of sanctions, are negatively associated with cumulative abnormal returns,
when the duration between event day and announcement day is shorter than three
years. It suggests that the contagion effect of Auditor Sanction to others’ client
stock price is present in Taiwan. Finally, various sensitivity tests are conducted and
the results are consistent.
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