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Abstract

This study examines the relationship between media management and subsequent
corporate financial distress. Applying a Support \Vector Machine algorithm to the
component stocks on the TSEC Taiwan 50 index could establish a rule for classifying
positive/negative news. By examining the behavior of these companies during periods of
financial distress from 1995 to 2010 and that of control firms listed on the Taiwan Stock
Exchange, we examine whether firms suppress negative news or whether they attempt to
mold a positive image before exposing news of financial distress by means of media
management. Our findings show that negative news would be continuously exposed in
several quarters of the first year before financial distress occurs, but the positive image
would be molded in the first quarter prior to the onset of financial distress.
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