Disagreement, Non-GAAP over GAAP
Earnings, and Stock Returns *

Shuwen Yang! Zhiting Wu?

Current version: May 19, 2025

*We thank Jianfeng Yu, Kevin Aretz, Jiadong Liu, and seminar participants in the 2023 XJTLU AI and Big Data
in Accounting and Finance Research Conference (the BAR special issue) and the 31st Annual Conference on Pacific
Basin Finance, Economics, Accounting, and Management for helpful, innovative, and constructive suggestions.

tSchool of Economics and Management, University of Science and Technology Beijing, 30 Xueyuan Road, Haidian
District, Beijing, P.R.China. e-mail: yangshuwen@ustb.edu.cn.

fCorresponding author, Institute for Financial and Accounting Studies, Xiamen University, 422 Siming South Road,
Xiamen, Fujian, P.R.China. e-mail: wuzhiting@xmu.edu.cn.



Disagreement, Non-GAAP over GAAP Earnings, and Stock Returns

Current version: May 19, 2025

Abstract

Earnings differences between non-GAAP and GAAP standards are negatively associated
with future stock returns. While this association may weaken in the long run after
Regulation G, it still holds for low-disagreement stocks. The return of the high-minus-
low earnings differences portfolio across low-disagreement stocks is still profitable, even
adjusted by common risk factor models, which is more pronounced across low-sentiment
periods. Further, firms with greater earnings differences have greater earnings surprises,
intangible capital investments, and stock issuances but lower cash flows, indicating that
some managers’ opportunistic behaviors escape regulation and run out of cash flows,

leading to lower future returns.
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