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Feedback Effects of Capital Markets and Managers’ Voluntary Disclosure Incentives

Toru Ishikawa

This paper provides a basic model of information disclosure by management, considering the
capital market's market microstructure and examines the information disclosure mechanism when the
feedback effect occurs in the capital market. As demonstrated in recent empirical studies, the price
formed in the capital market contains information that management does not know, so managers obtain
information from the price. On the other hand, the information managers disclose gives investors
additional information and influences the information reflected in the price. Therefore, management
makes decisions on information disclosure that consider their influence on investor behavior.

In this study, I apply a basic model based on Goldstein and Yang (2016) and found that
management has an incentive to voluntarily disclose information in order to acquire more information
that they do not yet know from the price. In addition, the incentive managers have to disclose
information that this study finds helps explain managers’ information disclosure to capital markets,

which existing theories do not explain.
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