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16	This paper investigates the consequences of audit partner narcissism for a large sample of UK17
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19	listed firms. In contrast to prior research, which focuses on Chinese and Taiwanese settings,
20
21	we do not find that more narcissistic auditors are associated with higher audit quality. Instead,
22
23	we find weak evidence of poorer audit quality associated with narcissism. Specifically,24

25
26	although audit partner narcissism is not significantly associated with modified audit opinions
27
28	and financial statement misstatements, as narcissism increases, the propensity of auditors to
29
30	tolerate clients’ earnings management increases. Notably, these results are similar to those from
31
32	studies documenting that personality traits and, in particular, narcissism, is nuanced and has33

34
35	different effects across cultures. In addition, we find that audit fees decrease with audit partner
36
37	narcissism but narcissistic audit partners attract a greater number of listed clients such that
38
39	highly narcissistic partners earn higher revenues at the portfolio level. Overall, these results40

41
42	provide some evidence that narcissistic audit partners in the UK tolerate more earnings
43
44	management and charge lower fees in order to expand the size of their client portfolios;
45
46	however, they are able to do so while avoiding audit failures.47
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1
2
3	1.  Introduction
4
5	Prior research documents that characteristics of audit partners are more important than6

7
8	characteristics of audit firms or audit offices in explaining audit outcomes (Francis, 2023).
9
10	Given increasing availability of data, recent studies examine audit partners’ demographic
11
12	characteristics (Lennox & Wu, 2018) but these variables have little or no explanatory power13

14
15	for some audit outcomes (Burke et al., 2019). Thus, exploring the effect of audit partners on
16
17	audit outcomes requires going beyond the typical audit partners’ demographic features and
18For Peer Review

19	considering their personality traits (Cameran et al., 2022). In this paper, we investigate the role
20
21
22	of audit partner narcissism for a sample of UK listed firms.
23
24	Narcissism is a stable and enduring personality trait associated with exploitation, self-
25
26	inflation, a lack of empathy, a sense of entitlement, and a need for constant admiration
27
28	(Campbell et al., 2011). Previous literature in management, accounting, and finance29

30
31	investigates the consequences of executives’ narcissism (for a literature review, see Cragun et
32
33	al., 2020). Two recent papers also examine the role of audit partner narcissism, focusing on its
34
35	relation with listed clients’ earnings management and restatements in China (Church et al.,36

37
38	2020) and Taiwan (Chou et al., 2021). However, as Church et al. (2020, pp. 1759, 1780) notes,
39
40	“there are considerable cultural and contextual differences between China and the West”;
41
42	consequently, “the generalizability of our findings to Western audit practices are difficult to
43
44
45	predict without in-depth empirical analyses.”
46
47	In our analyses, we document two main results, which pertain to how audit partner
48
49	narcissism is related to audit quality and audit fees in the UK. First, we investigate audit quality,
50
51	which we measure using abnormal accruals, modified audit opinions, and financial statement52

53
54	misstatements (heaeafter ‘misstatements’). We find that audit partner narcissism is positively
55
56	associated with abnormal accruals. This result can be explained by the higher risk propensity
57
58	of narcissists (Campbell et al., 2004; Miller et al., 2011). Narcissistic auditors tolerate more59

60
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1
2
3	earning management although it is inherently risky for the audit firm because it increases
4
5	litigation risk (Heninger, 2001). By tolerating more earnings management, narcissistic auditors6

7
8	are more likely to retain existing clients and, potentially, obtain more clients. However,
9
10	importantly, modified audit opinions and misstatements are not significantly associated with
11
12	narcissism. Notably, material misstatements are particularly well-suited for detecting egregious13

14
15	misreporting (DeFond & Zhang, 2014). Thus, overall, we conclude that auditor narcissism is
16
17	only weakly negatively associated with audit quality.
18For Peer Review

19	Second, we examine audit pricing. We find a negative association between audit partner
20
21
22	narcissism and audit fees. A possible explanation of this result is that narcissists charge lower
23
24	fees at the engagement level in order to expand the size of their client portfolios. This is
25
26	consistent with narcissists being strongly motivated to advance in their careers by increasing
27
28	the number of clients, which is highly valued by audit firms, in order to meet their need for29

30
31	admiration and recognition (Campbell et al., 2011). In further tests, we explore this possibility
32
33	and find supporting results; specifically, audit partner narcissism is positively associated with
34
35	the number of clients per audit partner and highly narcissistic partners earn higher revenues at36

37
38	the portfolio level. These findings on the size of the portfolio of clients also align with the
39
40	positive association we observe between narcissism and abnormal accruals, highlighting the
41
42	higher focus on commercialism of narcissistic audit partners. In addition, our findings are
43
44
45	economically significant. Specifically, on average, across the measures used, a one-standard-
46
47	deviation increase in audit partner narcissism is associated with a 11.5% increase in earnings
48
49	management and a 4.2% decrease in audit fees.
50
51	We run a battery of tests to check the robustness of these results. Our findings are robust52

53
54	to addressing potential endogeneity issues in multiple ways, including an instrumental
55
56	variables approach. In further analyses, we examine the role of audit partner narcissism for a
57
58	sample of private firms serviced by the same partners who service listed clients. In this sample,59
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1
2
3	contrary to listed firms, we do not find a significant association between earnings management
4
5	and partner narcissism, In addition, we find a smaller fee discount associated with narcissism6

7
8	than that observed with listed clients. We interpret these results as reflecting narcissistic
9
10	partners’ stronger motivation to attract listed clients.1
11
12	Interestingly, some of these results are in contrast to those in prior literature on audit13

14
15	partner narcissism. Specifically, Church et al. (2020) and Chou et al. (2021) find that audit
16
17	partner narcissism is negatively associated with abnormal accruals in firms listed in Taiwan
18For Peer Review

19	and China. In addition, Chou et al. (2021) finds that restatements are negatively associated with
20
21
22	narcissism. Therefore, these papers document that, as narcissism increases, the propensity of
23
24	auditors to tolerate earnings management and the probability that audited financial reports are
25
26	subsequently restated decrease. These studies interpret their findings as evidence that
27
28	narcissistic partners are more independent and are less likely to succumb to client pressure.29

30
31	One possible interpretation of the contrast between findings in these studies and our findings
32
33	relates to the higher prevalence of grandiose narcissism in the UK and of vulnerable narcissism
34
35	in Asia. Vulnerable narcissists are more sensitive to others’ judgements than grandiose36

37
38	narcissists, making their admiration of power and money mediated by the fear of social
39
40	criticism (Ng et al., 2011). This can cause differences in risk propensity and effort between
41
42	vulnerable and grandiose narcissists. The emphasis on commercialism in the UK audit
43
44
45	profession, which is consistent with our interpretation of our findings, is supported by Gardner
46
47	and Bryson (2020), which, through a series of interviews with UK accounting firms, observes
48
49	a trend toward commoditization of audit services, leading to a shift toward price-based
50
51	selection of accountancy services over reputation or referrals.52

53
54
55
56
57	 	
58	1 The difference in the results on earnings management between listed and private samples is consistent with the
59	suggestion in Chou et al. (2021, p. 104): “if having more large clients represents success and status in the audit
60	office, then a narcissistic partner may be more apt to tolerate questionable behavior by clients in their portfolios.”
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1
2
3	In addition, our analysis on private firms differs from that of Kerckhofs et al. (2024),
4
5	which examines audit partner narcissism using data from Belgian private (unlisted) companies6

7
8	in financial distress. Kerckhofs et al. (2024) documents that narcissism is positively associated
9
10	with the likelihood that audit partners issue going concern opinions to their financially
11
12	distressed clients and with audit fees. Our findings differ from findings in this paper in two13

14
15	main ways. First, we focus mainly on listed clients, whereas Kerckhofs et al. (2024) examines
16
17	only private clients. In additional analyses using private clients, we focus on private companies
18For Peer Review

19	serviced by audit partners with at least one listed client, who are a minority of the active audit
20
21
22	partners but are leaders in the profession. Our setting therefore differs from the setting in
23
24	Kerckhofs et al. (2024), which includes a sample from a market dominated by private firms.
25
26	Second, Kerckhofs et al. (2024) examines distressed clients, which differ from other private
27
28	firms because of their higher risk. Our sample of all private firms serviced by partners with at29

30
31	least one listed client has different reporting incentives, as do their auditors.
32
33	Our paper adds to prior research on the consequences of audit partners characteristics.
34
35	Scant evidence exists on the effects of the personality traits of the audit partners. We also36

37
38	complement the results of research on the consequences of audit partner narcissism by showing
39
40	that prior results may have limited generalizability to audit practices in Western countries. Our
41
42	findings are in line with studies that document differences in the forms of narcissism across
43
44
45	cultures (Jonason et al., 2020; Schyns et al., 2023). More generally, our study enriches prior
46
47	research in the areas of psychology, accounting, and management, on the relation between
48
49	narcissism and corporate outcomes (e.g., Chatterjee & Hambrick, 2007; Olsen & Stekelberg,
50
51	2016; Ham et al., 2017; Ham et al., 2018; Khoo et al., 2024). It also contributes to literature on52

53
54	the accounting profession’s increasing focus on commercialism (e.g., Malsch & Gendron, 2013;
55
56	Carter & Spence, 2014) by providing evidence on how Western narcissistic partners balance
57
58	commercialism versus professionalism. Specifically, our results suggest that narcissistic UK59
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1
2
3	auditors try to maximize the number of listed clients in their portfolios because this is important
4
5	for their career (commercialism) by allowing more earnings management, but, at the same time,6

7
8	avoiding egregious misreporting and protecting the public interest (professionalism).
9
10	2.  Literature and Research Setting
11
12	2.1. The relevance of audit partner personality traits13

14
15	Although the auditing process is constrained by applicable standards and quality control
16
17	procedures implemented by accounting firms, previous literature shows that engagement
18For Peer Review

19	partners do not produce homogenous outcomes (Taylor, 2011; Gul et al., 2013). Because
20
21
22	auditing relies on judgment and decision-making, its output relies on the judgement and
23
24	decision-making qualities of the audit partner and the audit team (Knechel, 2000; Trotman et
25
26	al., 2011).
27
28	Audit partners have personal styles that hold over time and across audit clients (Knechel29

30
31	et al., 2015; Li et al., 2017). However, audit partners differ because of their idiosyncratic
32
33	demographic backgrounds and individual attributes. These present diverse incentives, ethical
34
35	reasoning, and audit styles when they provide auditing services (Lennox & Wu, 2018).36

37
38	Multiple partner attributes are examined in previous literature. These include gender (Hardies
39
40	et al., 2015; Hardies et al., 2016; Li et al., 2017), educational background (Gul et al., 2013; Li
41
42	et al., 2017) and experience (Shelton, 1999; Chen et al., 2017). However, these factors cannot
43
44
45	fully explain the variation in audit outcomes across individual auditors. With specific reference
46
47	to UK listed firms, Cameran et al. (2022) documents that even though audit partners exhibit a
48
49	higher explanatory power than audit firms and offices in explaining differences in audit
50
51	outcomes, the demographic characteristics of audit partners explain little variation in audit52

53
54	outcomes.2 In this study, we focus on auditors’ personality traits. In particular, we examine the
55
56	 	
57	2 Cameran et al. (2022) considers gender, type of degree, years of experience (which may also proxy for age), and
58	busyness (number of clients) of the audit partners, as well as the quality of the university they attended. The
59	amount of variance explained by these variables is quite small, and is much less than that explained by partner
60	fixed effects, suggesting that other partner characteristics drive inter-partner differences.
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1
2
3	consequences of narcissism and expect audit partner narcissism to influence auditor
4
5	judgements and decision making during the audit, affecting audit outcomes.6

7
8	Narcissists’ influence is often considered to be a “mixed blessing” (Paulhus, 1998). On
9
10	the one hand, narcissists manifest energy (Bradlee & Emmons, 1992), confidence (Emmons,
11
12	1984), and the ability to resist to pressure (Wallace & Baumeister, 2002). On the other hand,13

14
15	narcissists are egotistic, low in compassion, and unlikely to learn from past mistakes (Campbell
16
17	et al., 2004). This can lead to weak team communication, poor ethical decision making, and
18For Peer Review

19	inefficient performance.
20
21
22	A large body of literature in management, accounting, and finance focuses on the
23
24	consequences of executive narcissism. This research is motivated by upper echelon theory
25
26	(Hambrick & Mason, 1984). This theory argues that “executives’ experiences, values and
27
28	personalities greatly influence the interpretation of the situations they face and, in turn, affect29

30
31	their choices (Hambrick, 2007, p. 334). Cragun et al. (2020) provides a recent review of prior
32
33	research on the consequences of executive narcissism. Below, we focus on audit partner
34
35	narcissism.36

37
38	2.2 Institutional and cultural differences between our setting and prior literature on audit
39
40	partner narcissism
41
42	As mentioned above, previous literature on audit partner narcissism focuses on listed clients in
43
44
45	Taiwan (Chou et al., 2021) and China (Church et al., 2020). Both studies find that audit partner
46
47 narcissism is negatively associated with abnormal accruals. In addition, Chou et al. (2021)
48
49	finds that the likelihood of future restatements is negatively associated with narcissism. These
50
51	studies interpret their findings as evidence that narcissistic partners are more independent and52

53
54	thus less likely to succumb to client pressure to allow aggressive reporting choices. However,
55
56	these findings may not be generalizable to Western settings because institutional and cultural
57
58	differences can shape the traits and effects of narcissism. Previous empirical studies show59
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1
2
3	differences in audit behavior between Western and Eastern countries. For example, East Asian
4
5	auditors display a different ability to resist client pressure (Lin & Fraser, 2008) and level of6

7
8	skepticism, as well as cognitive processes (Saiewitz & Wang, 2020).
9
10	In contrast to the audit markets in most developed countries, the audit market in China
11
12	is characterized by low concentration, with many small audit firms, intense competition, a13

14
15	relatively inefficient market, and a weak legal system (DeFond et al., 1999; Allen et al., 2005;
16
17	Wang et al., 2008; Gul et al., 2013; Huang et al., 2016). Another distinctive feature is that
18For Peer Review

19	China and Taiwan require two signing auditors for each audit report.3 In the UK, as in the
20
21
22	majority of Western countries, only one partner signs and is ultimately responsible for the audit
23
24	opinion. These differences are likely to play a major role in shaping audit outcomes. They can
25
26	also influence the effects of auditors’ personality traits.
27
28	In addition to institutional differences, cultural differences between the UK and other29

30
31	countries, rooted in history, economic organization, and religion, are likely to affect how
32
33	narcissism is perceived as well as the level of narcissism in individuals.4 Nolder and Riley
34
35	(2014) shows that cultural elements can influence audit outcomes through their impact on36

37
38	auditor confidence, probability judgements, risk orientation, conflict resolution, and ethical
39
40	decisions.
41
42
43
44
45
46
47
48 3 One of the two signing auditors (often referred to as the “engagement partner”) leads the audit fieldwork, and
49 the other (often referred to as the “review partner”) reviews the final audit report (Chinese Ministry of Finance,
50 2001; Gul et al., 2013; Aobdia et al., 2015). The majority of extant research on China and Taiwan focuses on
51 engagement auditors because they lead the fieldwork, but includes the effect of review auditors in additional tests
52 (e.g., Aobdia et al., 2015; Chou et al., 2021; Chi et al., 2022).
53 4 An illustration of cultural differences can be seen using Hofstede’s cultural dimensions theory (Hofstede et al.,
54 2010). According to a current estimate of Hofstede’s cultural dimensions from Hofstede Insights, relative to China,
55 the UK shows lower power distance (i.e., the society is less hierarchical, and unequal distribution of power is less
56 accepted), higher individualism (i.e., individuals have looser connections with others), lower long-term orientation
57 (i.e., there is less emphasis on perseverance and future-oriented outcomes), and higher indulgence (i.e., the society
58 allows more freedom to its members in order to gratify their desires). The other two dimensions are masculinity
(i.e., in general, strong emphasis on achievement) and uncertainty avoidance (i.e., tendency of social norms to59

avoid ambiguity); these characteristics are similar between China and the UK. These analyses are available at:
60	https://www.hofstede-insights.com/country-comparison/.
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1
2
3	A potentially relevant cross-culture difference in our context relates to the two subtypes
4
5	of narcissism – grandiose narcissism (also called overt narcissism) and vulnerable narcissism6

7
8	(also called covert narcissism). Individuals in Eastern cultures tend to exhibit low levels of the
9
10	independent self-construal trait, which is positively associated with vulnerable narcissism but
11
12	negatively associated with grandiose narcissism (Jauk et al., 2021). Although grandiose13

14
15	narcissism and vulnerable narcissism share some core homogenous traits (e.g., self-
16
17	concentration, exploitativeness, and entitlement), vulnerable narcissism is marked by various
18For Peer Review

19	negative emotional aspects, including anxiety, withdrawal, and hypersensitivity (Wink, 1991;
20
21
22	Miller et al., 2011). Vulnerable narcissists are more sensitive to others’ judgements than
23
24	grandiose narcissists, allowing their admiration of power and money to be mediated by the fear
25
26	of social criticism (Ng et al., 2011). Vulnerable narcissists can either display higher caution in
27
28	their decisions to avoid threats to their fragile self-esteem, or alternatively, make riskier29

30
31	decisions to suppress their low self-esteem (Buelow and Brunell, 2018). Thus, individuals with
32
33	different subtypes of narcissism may have different risk preferences when they make decisions
34
35	as well as a different propensity to exert effort. With reference to auditors, grandiose narcissism,36

37
38	which is more prevalent in Western countries than in East Asian countries, is expected to be
39
40	associated with higher risk propensity and lower effort taking than vulnerable narcissism.
41
42	3. Hypotheses development: The consequences of audit partner narcissism
43
44
45	Audit	fieldwork	includes	assessing	risks,	scheduling,	coordinating	team	members,
46
47	communicating with clients, reviewing supporting documents and, in general, exercising
48
49	professional judgement. These activities cannot be standardized and are thus affected by the
50
51	auditor’s personality. Starting from the premise that narcissism is a multifaceted personality52

53
54	trait (Papageorgiou et al., 2022), we discuss how the main features of narcissism affect the
55
56	audit outcomes we examine in the UK.
57
58	3.1. Audit quality59

60
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1
2
3	Narcissists generally display an enhanced willingness to take risks (Olsen & Stekelberg, 2016;
4
5	Ham et al., 2017, 2018). The higher risk propensity of narcissists is related to their inflated6

7
8	view of themselves and to biased self-estimates of their skills and abilities (Campbell et al.,
9
10	2004). Individuals with a narcissistic personality believe themselves unique and superior to
11
12	others; however, their assessment is often not realistic (Gabriel et al., 1994; Judge et al., 2006).13

14
15	Based on prior literature, the higher risk propensity of narcissists may lead auditors to tolerate
16
17	more audit risk, which incrases the probability “that the auditor expresses an inappropriate
18For Peer Review

19	audit opinion when the financial statements are materially misstated” (IAASB, 2024, p.15). By
20
21
22	tolerating higher risk, auditors are more likely to retain existing clients and, potentially, expand
23
24	the size of their client portfolios. This higher risk propensity of narcissists is expected to
25
26	decrease the quality of audit services. However, as mentioned previously, the association
27
28	between narcissism and risk taking is likely to be more (less) pronounced for grandiose29

30
31	(vulnerable) narcissists, who are more prevalent in Western (Eastern) settings. In addition, as
32
33	previously described, grandiose narcissism is related to lower effort, which could reduce audit
34
35	quality.36

37
38	Despite the discussion above, the relation between narcissism and audit quality is an
39
40	empirical question. Byrne & Worthy (2013) indicates that narcissistic individuals perform
41
42	better than the non-narcissistic ones when making decisions in presence of misleading
43
44
45	information. Moreover, narcissistic individuals consider themselves special and superior
46
47	(Judge et al., 2006). They strongly believe in their own ability and judgment (Byrne & Worthy,
48
49	2013), making them less prone to be influenced by external factors. In addition, because
50
51	narcissists are highly self-focused (Watson et al., 1984), narcissistic partners could consider52

53
54	audit failure (i.e., inappropriate audit opinions) as a threat to their reputations. Chou et al. (2021)
55
56	explains that narcissists’ need for admiration can make them productive individuals who focus
57
58	on improving their competence and consequently, the quality of the service they provide. Using59

60
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1
2
3	Chinese and Taiwanese data, Chou et al. (2021) and Church et al. (2020) support the idea that
4
5	narcissistic auditors provide better audit quality.6

7
8	Importantly, vulnerable narcissists, who are more prevalent in East Asian countries than
9
10	in Western countries, are more sensitive than grandiose narcissists, who are more prevalent in
11
12	Western countries, to others’ judgements (Dickinson & Pincus, 2003). Based on the competing13

14
15	arguments above, we test the following null hypothesis:
16
17	H1: There is no relation between audit partner narcissism and audit quality.
18For Peer Review

19	3.2. Audit fees
20
21
22	Narcissists manifest a high desire for power and esteem, as well as a strong commitment to
23
24	achieving personal goals (Watson et al., 1984). The ability to generate revenue is one of the
25
26	most important measures of success for an audit partner (Carter & Spence, 2014). Moreover,
27
28	the compensation of audit partners largely depends on their individual revenue-generating29

30
31	capabilities (Vandenhaute et al., 2020; Knechel et al., 2013). This provides incentives for
32
33	narcissistic auditors to demand high fees from their clients. In addition, narcissists view
34
35	themselves as special and superior to others (Emmons, 1984), so narcissistic partners could36

37
38	feel entitled to higher fees (i.e., an individual auditor premium).
39
40	At the same time, audit partners could increase their revenues by expanding the size of
41
42	their client portfolios. To do so, auditors could charge lower fees at the engagement level.
43
44
45	Incentives to charge lower fees in order to expand the size of the client portfolio are likely to
46
47	be stronger for narcissists due to their special need for recognition and admiration. Moreover,
48
49	grandiose narcissism is related to lower effort, due to excessive confidence (Campbell et al.,
50
51	2004), which could also lead to lower audit fees. This excessive confidence could result in52

53
54	underestimating the number of hours for a given engagement, leading to lower audit fees.
55
56	Based on the competing arguments above, we test the following null hypothesis:
57
58	H2: There is no relation between audit partner narcissism and audit fees.59

60
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1
2
3	4.  Data and Research Design
4
5	4.1. Institutional setting and data6

7
8	The UK is a common-law country, characterized by high litigation costs, strong shareholder
9
10	protection,	a	rigorous	regulatory	environment,	and	a	timely	and	transparent
11
12	accounting/auditing system (Francis et al., 2001). The Big 4 firms dominate the UK audit13

14
15	market. All listed firms are required to make their audited financial reports publicly available
16
17	and the UK Companies Act (2006) states that the appointment of the auditor is made by the
18For Peer Review

19	shareholders in a general meeting. Similar to the US after the passage of the Sarbanes-Oxley
20
21
22	Act (2002), the audit committee plays a crucially influential role in the UK in the selection of
23
24	the auditors, setting auditor compensation, and overseeing the external audit process. Moreover,
25
26	in the UK, Article 28 of the 8th EU Company Law Directive requires audit partners to sign
27
28	financial report for financial years ending in April 2009 or later, making 2010 the first year29

30
31	with complete audit partner identification.
32
33	Our analyses use all non-financial firms listed in the UK with available data from 2010
34
35	through 2016. We obtain accounting- and auditing-related data from FAME and DataStream,36

37
38	and hand-collect the signatures of audit partners, which we use to measure narcissism, from
39
40	the annual reports.5 The final samples used in the main analyses consists of the following
41
42	numbers of firm-year observations: 3,102 (for earnings management tests), 3,585 (for modified
43
44
45	audit opinion tests), 3,486 (for misstatement tests), and 3,409 (for audit fees),6 and includes 481
46
47	unique audit partners. We winsorize all continuous variables at the 1% level.
48
49	4.2. Measuring audit partner narcissism
50
51	We measure narcissism based on the size of the audit partner’s signature. The justification for52

53
54	using signature size as measure of narcissism is that signature can be seen as a reflection of the
55
56
57	 	
58	5 These reports can be found at: https://find-and-update.company-information.service.gov.uk/.
59	6 Untabulated, we also repeat our analyses using the sample for which all three audit quality variables are available.
60	The inference are consistent with those from the main analyses.
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1
2
3	individual’s ego. Handwritten signatures are strongly associated with self-identity (Kettle &
4
5	Häubl, 2011). When crafting a signature, people are likely to differentiate their own signatures6

7
8	from those of others (Bensefia et al., 2005) and the features of signatures can reflect personality
9
10	attributes (Warner & Sugarman, 1986; King & Koehler, 2000).
11
12	Signature size as measure of narcissism is widely used in accounting, finance, and13

14
15	management research (e.g., Davidson et al., 2015; Ham et al., 2017; Ham et al., 2018; Church
16
17	et al., 2020; Abdel-Meguid et al., 2021; Khoo et al., 2024). Several papers (e.g., Ham et al.
18For Peer Review

19	2017, Ham et al. 2018, Church et al., 2020, Chou et al., 2021) validate this measure using
20
21
22	laboratory experiments in Western (US) settings and in Eastern (China and Taiwan) settings.7
23
24	One important advantage of our narcissism measure relative to questionnaire-based
25
26	measures is that it is “unobtrusive” (i.e., it does not require the direct involvement of the audit
27
28	partner). As argued by Chatterjee & Hambrick (2007, p. 362), “unobtrusive measures eliminate29

30
31	problems of reactivity, demand characteristics, and researchers’ expectations that can weaken
32
33	other methods.” A further advantage of signature size compared to the measures obtained based
34
35	on questionnaires is substantially higher data availability. In particular, in specific settings like36

37
38	the one we consider, in which signatures are publicly available, it allows researchers to obtain
39
40	unobtrusive measures of narcissism for a comprehensive sample of individuals.
41
42	We use three measures of narcissism based on signature size. First, following Ham et
43
44
45	al. (2017) and Ham et al. (2018), we use the bounding box area (ap_Nar_BB), which is defined
46
47	as the area of the minimal orthogonal rectangle containing the signature. Following Mailhos et
48
49	al. (2016), we also include the rotated bounding box area (ap_Nar_RB) and the convex hull
50
51
52
53
54	7 To validate the measure, use the Narcissistic Personality Inventory (NPI) — a questionnaire largely used in
55	psychology to measure non-clinical narcissism — and document a positive and high correlation. The original NPI
56	has 40 pairs of items (NPI-40) and there is a short version with 16 items (NPI-16) (Raskin & Hall, 1979; Raskin
57	& Terry, 1988; Ames et al., 2006). The NPI-40 measures seven subscales: authoritativeness, self-sufficiency,
58	entitlement, superiority, exhibitionism, vanity, and exploitativeness (Raskin & Hall, 1979; Raskin & Terry, 1988).
The positive correlation between signature size and NPI scores reinforces the validity of the signature size-based59

narcissism measure. The correlations between a measure of narcissism based on signature size and NPI are 30%
60	in Ham et al. (2017), 36% in Ham et al. (2018), 27% in Church et al. (2020), and 39% in Chou et al. (2021).
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1
2
3	(ap_Nar_CH). The rotated bounding box area allows the rectangle surrounding the signature
4
5	to rotate, making it not necessarily orthogonal to the page. The convex hull is calculated as the6

7
8	area of the minimal convex shape surrounding the signature. All three size measurements are
9
10	standardized by the number of characters in the signature to control the length of the audit
11
12	partner’s name.13

14
15	4.3. Relating audit partner narcissism to audit outcomes
16
17	4.3.1. Audit Quality
18For Peer Review

19	We measure audit quality using three different proxies. The first relates to clients’ accruals
20
21
22	choices because high quality auditing should constrain opportunistic earnings management
23
24	(DeFond & Zhang, 2014). Thus, we use the abnormal accruals model from Kothari et al. (2005)
25
26	and consider both the absolute value of abnormal accruals (AbsDAit) and positive abnormal
27
28
29	accruals (PosDAit).
30
31	We estimate the following ordinary least squares (OLS) regression to examine the
32
33	relation between audit partner narcissism and earnings management:
34

13
http://mc.manuscriptcentral.com/jaaf

14
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35	𝐸𝑀36

37


𝑖𝑡

= 𝑎𝑝_𝑁𝑎𝑟𝑖𝑡

+ 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠𝑖𝑡

+𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 + 𝑌𝑒𝑎𝑟 + 𝜀


𝑖𝑡

(1)

38	EMit represents the measure of earnings management (AbsDAit or PosDAit), where Ap_Narit is
39
40	the measure of audit partner’s narcissism as detailed in Section 4.2.2. (ap_Nar_BBit or
41
42	ap_Nar_RBit or ap_Nar_CHit.). Following Goodwin & Wu (2016), Church et al., (2020), and43

44
45	Chou et al. (2021), we control for a wide range of client characteristics, including firm size,
46
47	debt-to-equity ratio, return on assets, loss status, lagged total accruals, market-to-book ratio,
48
49	sales volatility, and investment. For audit firm characteristics, we include two indicator
50
51	variables indicating whether the client is audited by a Big 4 or a second-tier national auditor,52

53
54	as well as the tenure of the audit firm.8 We further control for audit partner age and gender.9
55
56	 	
57	8 Big 4 accounting firms are Deloitte, EY, KPMG, PwC. The second-tier accounting firms are the top 3 ranked
58	national auditors other than the Big 4 – specifically, Grant Thornton, BDO, and RSM. During our sample period,
59	these seven audit firms collectively earned approximately 98% of the audit fees paid by UK listed firms.
60	9 The inferences are unchanged using the natural logarithm of age.

1
2
3	Our earnings management measure mainly captures manipulation “within generally
4
5	accepted accounting principles.” Other proxies, such as material misstatements, capture more6

7
8	egregious audit failures (DeFond & Zhang, 2014). Francis (2004) argues that an audit failure
9
10	occurs when an auditor fails to issue a modified or qualified audit report in the appropriate
11
12	circumstances. Thus, in our analyses, we also use financial statement misstatements (Misstatit)13

14
15	and modified audit opinions (ModOpiit). Misstatit is an indicator variable that equals one if the
16
17	financial statements for year t are subsequently restated due to a financial statement
18For Peer Review

19	misstatement, and zero otherwise (source DataStream).10 ModOpi is an indicator variable thatit

20
21
22	equals one if a modified audit opinion is issued, and zero otherwise (source FAME).11 An audit
23
24	reporting failure occurs if an auditor does not issue a modified or qualified opinion in
25
26	circumstances that warrant one (Francis, 2004); therefore, a higher frequency of modified
27
28	opinions reflects better audit quality.29

30
31	We estimate the following logistic regression to examine the relation between the
32
33	quality of audit opinions and audit partner narcissism:
34
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35
36	𝑂𝑝𝑖𝑛𝑖𝑜𝑛𝑖𝑡
37

= 𝑎𝑝_𝑁𝑎𝑟𝑖𝑡

+ 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠𝑖𝑡

+𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 + 𝑌𝑒𝑎𝑟 + 𝜀


𝑖𝑡

(2)

38	Opinionit measures the quality of the audit opinions, i.e., modified audit opinions (ModOpiit)
39
40	and misstatements (Misstatit), and the model uses the same set of control variables as in the
41
42	earnings management model.43

44
45	4.3.2. Audit fees
46
47	To examine the relation between audit partner narcissism and audit fees, we estimate the
48
49	following OLS regression:
50
51
52
53	10 We obtain the reason for the restatement by manually inspecting the annual reports. The inferences are
54	unchanged if we only include restatements due to misstatements that affect net profit and/or total comprehensive
55	income.
56	11 Modified audit opinions are typically used to measure audit quality in non-U.S. jurisdictions where audit
57	reporting requirements differ from those in the U.S. (e.g., Chan & Wu, 2011). We classify the following opinions
58	as modified: adverse opinions, disclaimer of opinions, qualified opinions, unqualified opinions with going concern
modification, and unqualified opinions with explanatory notes. This definition is similar to that used in Lennox59

(2000) to analyze the UK market. When we repeated the analyses of modified audit opinions using only distressed
60	firms (i.e., those with Altman Z-scores below 1.81 following Altman (1968)), the results are similar.

1
2
3
4
5
6	LAFit
7



𝐿𝐴𝐹𝑖𝑡 = 𝑎𝑝_𝑁𝑎𝑟𝑖𝑡 + 𝐶𝑜𝑛𝑡𝑟𝑜𝑙𝑠𝑖𝑡 +𝐼𝑛𝑑𝑢𝑠𝑡𝑟𝑦 + 𝑌𝑒𝑎𝑟 + 𝜀𝑖𝑡	(3)

is the natural logarithm of the audit fees (Basioudis & Francis, 2007). We control for
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8	standard firm-specific characteristics, including firm size, debt-to-equity ratio, return on assets,
9
10	market-to-book ratio, sales volatility, and investment. We also add two risk measures, the
11
12	current-assets-to-total-assets ratio and the quick ratio, along with a geographic indicator that13

14
15	takes the value of one if the auditor’s office is in London, and zero otherwise (Basioudis &
16
17	Francis, 2007). We also control for auditor type (a Big 4 indicator or second-tier auditor
18For Peer Review

19	indicator) and audit firm tenure, as well as the audit partner’s age and gender.20

21
22	5.  Results
23
24	5.1. Descriptive statistics
25
26	Table 1 reports descriptive statistics for the variables used in the main analyses. The means of
27
28	absolute abnormal accruals (AbsDA ) and positive abnormal accruals (PosDA ) in our sample
29	it	it
30
31	are 6.5% and 6.1%. The frequencies of modified opinions (ModOpiit) and misstatements
32
33	(Misstatit) are 8.0% and 1.5%. The mean natural logarithm of audit fees (LAFit) is 5.035, which
34
35	is equal to 153,700 pounds. The average areas of audit partners’ signatures (in squared36

37
38	centimeters) are 0.621 (ap_Nar_BB), 0.574 (ap_Nar_RB), and 0.397 (ap_Nar_CH). The
39
40	signature sizes of audit partners in our sample are similar to the signature sizes of US executives
41
42	reported in Ham et al. (2017, 2018). The signature sizes of audit partners in China and Taiwan43

44
45	(Church et al., 2020; Chou et al., 2021) are far smaller than those in our sample, which could
46
47	be due to the difference between Chinese characters and English letters.12
48
49
50
51
52
53
54	12 Chinese names usually consist of two to three characters – a single-symbol surname followed by a single-
55	symbol or double-symbol given name. Each Chinese character is formed by a series of classified sets of line
56	patterns (the calligraphic strokes). We measure signature size following Ham et al. (2017, 2018) and Mailhos et
57	al. (2016) as detailed in Section 4.2. Chou et al. (2021)’s approach to measuring the signature size differs from
58	ours. Instead of taking the rectangle area of the entire signature, Chou et al. (2021) measures the rectangle area
occupied by each character of the name and then sums the areas of all the characters in the name. To control for59

the length of audit partner names, Chou et al. (2021) standardizes the areas of the signature size by the number of
60	strokes in the name.

1
2
3	The descriptive statistics for the control variables are broadly consistent with prior
4
5	literature (e.g., Basioudis & Francis, 2007; Goodwin & Wu, 2016; Gaver & Utke, 2019). Table6

7
8	1 shows that 69.3% of client firms in our sample are audited a Big 4 auditor and 12.3% are
9
10	audited by a second-tier auditor. The average age of audit partners is 47 years, and only 9.6 out
11
12	of 100 audit partners are female.13

14
15	The correlation matrix, presented in the Table 2, shows positive and significant
16
17	correlations between signature size and abnormal accruals, and negative and significant
18For Peer Review

19	correlations between signature size and audit fees. Focusing on the quality of the audit opinions,
20
21
22	we observe a positive and significant correlation between signature size and the issuance of
23
24	modified opinions but the correlations with misstatements are not significantly different from
25
26	zero at conventional levels.
27
28	5.2. Main results29

30
31	5.2.1. Audit partner narcissism and audit quality
32
33	Table 3 presents the results of our regression relating audit partner narcissism to our first proxy
34
35	of audit quality. We examine the absolute value of abnormal accruals in columns 1-3 and the36

37
38	positive abnormal accruals in columns 4-6. Positive abnormal accruals capture income-
39
40	increasing earnings management, which is more relevant to auditors than income-decreasing
41
42	earnings management (Caramanis & Lennox, 2008). All six coefficients on the narcissism
43
44
45	measures are positive and significant, indicating more earnings management when audit
46
47	partners are more narcissistic. The results are also economically significant. A one-standard-
48
49	deviation increase in ap_Nar_BB (ap_Nar_RB or ap_Nar_CH) is associated with a 9.9% (11.1%
50
51	or 9.4%) increase in AbsDA and a 13.2% (14.1% or 11.4%) increase in PosDA relative to the52

53
54	sample mean.13
55
56
57	 	
58	13 Note that the variance inflation factors (VIFs) of the models presented in Table 3 (earnings management), Table
59	4 (modified opinions and misstatements), and Table 5 (audit fees) are lower than the critical threshold of 5
60	(Kalnins, 2018), with a maximum value of 2.56 across all the models.
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1
2
3	The evidence above supports the argument that narcissistic partners allow clients to
4
5	engage in more aggressive financial reporting. By tolerating more earnings management, they6

7
8	are more likely to retain existing clients and obtain more clients. Regarding the other two audit
9
10	quality proxies, modified audit opinions and the incidence of misstatements, the results are
11
12	quite different. Table 4 shows that audit partner narcissism is not significantly associated with13

14
15	the propensity to issue modified audit opinions or with the incidence of misstatements.
16
17	Interestingly, our results differ from those in Chou et al. (2021), which show a positive relation
18For Peer Review

19	between restatements and auditor narcissism. In general, our findings suggest that the evidence
20
21
22	obtained in Asian countries may not generalize to other settings.
23
24	Taken together, the findings in Tables 3 and 4 indicate that although narcissistic UK
25
26	partners tolerate more earnings management, they do not differ from other partners with respect
27
28	to modified audit opinions and misstatements.14 Hence, in the UK, there is at most weak29

30
31	evidence of poorer audit quality associated with audit partner narcissism.
32
33	5.2.2. Audit partner narcissism and audit fees
34
35	Table 5 reports the results from estimating the audit fee model. They show that audit partner36

37
38	narcissism is negatively associated with the audit fees paid by listed clients. All of the
39
40	coefficients on our three narcissism measures are negative and statistically significant. In terms
41
42	of economic significance, a one-standard-deviation increase, on average, leads to a 3.8% or 4.5%
43
44
45	decrease in audit fees, depending on the narcissism measure used.
46
47	The results in Table 5 are consistent with the argument that narcissists charge lower
48
49	fees to their clients in order to expand the size of their client portfolios. We explore this
50
51	possibility in the next subsection. The results are also consistent with lower effort exercised by52

53
54	narcissists. Specifically, narcissists, who have excessive confidence in their abilities (Campbell
55
56	 	
57	14 Note that in order to be promoted to partner, auditors must be effective in delivering good quality audits and
58	must adhere to the ethical code of the profession (Fogarty, 1992; Kornberger et al., 2011). This could mitigate the
59	potential detrimental effect of narcissism. Accordingly, narcissistic partners appear to be unwilling to allow clients
60	to make serious reporting errors.
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1
2
3	et al., 2004), might tend to estimate lower audit hours, which are reflected in lower audit fees.
4
5	We also discuss this alternative explanation in the next subsection.6

7
8	5.2.3. Audit partner narcissism, the number of clients, and portfolio revenues
9
10	Charging lower engagement-level audit fees might allow audit partners to attract more listed
11
12	clients. To investigate this conjecture, we estimate a regression model that relates audit partner13

14
15	narcissism to the number of listed clients in the partner’s portfolio. The dependent variable is
16
17	the natural logarithm of the total number of listed clients in the partner’s portfolio in the year
18For Peer Review

19	(LNCL). The control variables are the within-portfolio averages of the control variables from
20
21
22	the audit fee model. The results, reported in Table 6, reveal a positive relation between audit
23
24	partner narcissism and the partner’s number of listed clients. Therefore, narcissistic audit
25
26	partners audit more listed clients than their non-narcissistic peers.
27
28	In untabulated analyses, we also examine the relation between audit partner narcissism29

30
31	and the total fees changed by the audit partner. We find that an indicator variable for audit
32
33	partners in top quartile of narcissism is positively associated with total portfolio fees. Therefore,
34
35	highly narcissistic audit partners earn higher revenues.36

37
38	The results above support the conjecture that narcissistic auditors charge lower fees at
39
40	the engagement level in order to increase the number of clients and, potentially, revenues,
41
42	which are highly valued by audit firms (Knechel et al., 2013; Vandenhaute et al., 2020). In
43
44
45	addition, these results are consistent with the positive relation between narcissism and earnings
46
47	management. Specifically, narcissistic audit partners are likely to tolerate more earnings
48
49	management in order to keep and, potentially, expand the size of their client portfolios.
50
51	An alternative explanation for our results could be that the increase in earnings52

53
54	management and the decrease in fees associated with narcissism are due to lower effort. We
55
56	argue that this is unlikely to be the main driver of our findings because the modified audit
57
58	opinions and misstatements are unrelated to narcissism. These measures are likely to be59

60
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1
2
3	affected by audit effort and, if a decrease in effort were the main driver of the results related to
4
5	earnings management and fees, we would expect to observe significant differences in these6

7
8	measures too.
9
10	5.3. Addressing potential endogeneity issues
11
12	In untabulated, analyses, we address potential endogeneity issues by applying an instrumental13

14
15	variables approach, using Oster’s (2019) method, and running a robustness check on the initial
16
17	match between audit partners and clients.
18For Peer Review

19	First, we employ a two-stage least square (2SLS) instrumental variables approach to
20
21
22	mitigate the concern that the observed relation between auditor narcissism and the audit
23
24	outcomes is driven by client selection of auditors. We use two instrumental variables for the
25
26	narcissism of the audit partner: (1) the mean narcissism level of audit partners from the same
27
28	birth region and period, excluding the focal auditor; and (2) the mean narcissism level of audit29

30
31	partners from the same university region and period of undergraduate education, excluding the
32
33	focal auditor. 15 16 The control variables used in the 2SLS regression are identical to those in
34
35	the main regressions. We expect that the narcissism level present in an audit partner’s birth36

37
38	region during their early childhood or in their university region during early adulthood will
39
40	play a significant role in shaping their narcissistic personality traits, but they are unlikely to
41
42	have a direct impact on audit outcomes. The results from the first-stage regression confirm that
43
44
45
46
47 15 Narcissistic development and prevalence can vary across generations and regions due to differences in cultural,
48 social status, and economic status (Aluja et al., 2022). We choose two critical periods for personality development
49 in an individual's life — early childhood (measured using the birth year) and early adulthood (measured using the
50 undergraduate year) — because these periods are important for shaping long-lasting personality traits like
51 narcissism (Brummelman et al., 2015; Bianchi, 2014; Elman et al., 2015). Early socialization experiences, shaped
52 by cultural and the environmental context of their upbringing, can influence the development of personality traits
53 like narcissism (Thomaes et al., 2013). Prior research shows that personality formation is related to early
54 childhood education (Bissoli, 2014), parental warmth (Brummelman et al., 2015), and parental income (Martin et
55 al., 2016). During university years, individuals are exposed to new social networks, ideas, and societal values,
56 which can shape their personality further (Westerman et al., 2012; Bianchi, 2014).
57 16 We divide audit partners’ birth years (1945–1981) into eight intervals to capture generational differences, and
58 group undergraduate graduation years (1971–2002) into seven intervals to reflect temporal educational cohorts.
Data on the birth years and education were hand-collected from multiple sources (including LinkedIn, Companies59

House, and the audit firm websites). For 5% of the audit partners in our sample, we are not able to obtain
60	information on the undergraduate degree so we exclude these audit partners from this analysis.
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1
2
3	both instruments are strong predictors of auditor narcissism.17 In the second stage, we regress
4
5	the audit outcomes (i.e., audit quality and audit fees) on the predicted measures of auditor6

7
8	narcissism (from the first-stage regression).18 The results show a significant and positive
9
10	relation between the instrumented measure of auditor narcissism and earnings management,
11
12	and a significant and negative relation between auditor narcissism and audit fees. The results13

14
15	for modified opinions and misstatements remain insignificant. In summary, our 2SLS
16
17	regression results are consistent with those from the main analyses.
18For Peer Review

19	Second, in order to examine a potential omitted correlated variable issue, we use the
20
21
22	method proposed in Oster (2019). We focus on the two models in which we find that narcissism
23
24	is significantly associated with the audit outcomes (i.e., earnings management and audit fees)
25
26	to investigate whether these results may be driven by omitted correlated variables. We assume,
27
28	following Altonji et al. (2005) and Oster (2019), that our equations are misspecified by 30%29

30
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31	and set 𝑅2𝑚𝑎𝑥
𝑚𝑎𝑥

32

= min 1.3𝑅2, 1  accordingly. Here, 𝑅2

represents the maximum explanatory

33	power the model could achieve if all relevant variables (both observed and unobserved) were
34
35
36	included; the factor 1.3 allows for the possibility that unobservables could increase the
37
38	explanatory power by up to 30% relative to the observed model fit, but is capped to 1 by
39
40	definition. We then estimate the implied coefficients on the narcissism measures when 𝛿 = 1
41
42	and 𝛿 = ―1. In this framework, δ captures the relative importance of unobservables compared43

44
45	to observables: δ=1 assumes unobservables are as influential as observables, while δ=−1
46
47	assumes equal influence but in the opposite direction. We find that the absolute value of the
48
49
50
51
52
53 17 The coefficients on the mean narcissism level of auditors from the same birth region and year and the mean
54 narcissism level of auditors from the same university region and year of undergraduate education are highly
55 significant (p<0.01), which demonstrates that both instruments have strong explanatory power for audit partner
56 narcissism. The first-stage F-test statistic is well above the commonly accepted threshold of 10 (Stock et al., 2002;
57 Larcker & Rusticus, 2010), further alleviating concerns about weak instruments. In addition, the Kleibergen-Paap
58 rk LM statistic rejects the null hypothesis that the instrumental variables have insufficient explanatory power to
predict the endogenous variable at the 1% significance level.59

18 Consistent with the main analysis, for modified opinion and misstatements, we use Logit in the second-stage
60	model but the inferences are unchanged if we use a linear probability model.

1
2
3	implied estimate of 𝛿 when setting the coefficient to zero ranges from 1.2 (in the regression of
4
5	PosDA on ap_Nar_BB) to 4.4 (in the regression of LAF on ap_Nar_BB); this indicates that the6

7
8	impact of unobservable factors needs to be (in absolute value) substantially higher (specifically,
9
10	1.2 to 4.4 times more influential) than the impact of observable factors to drive the coefficient
11
12	on narcissism to zero in our model. Thus, we conclude that our results for earnings management13

14
15	and audit fees are unlikely to be driven by omitted correlated variables.
16
17	Third, to further mitigate the concern that our results may be driven by the initial match
18For Peer Review

19	between narcissistic audit partners and clients (i.e., that the firms that appoint narcissistic20

21
22	auditors are systematically different from other firms or that narcissistic partners select clients
23
24	that are systematically different from other clients), similar to Ham et al. (2018), we re-estimate
25
26	our main tests after removing observations in which the audit partner is in their first year of
27
28	auditing a specific client. Again, our inferences are unchanged.29

30
31	5.4. Analysis of private clients
32
33	We also examine the relation between audit partner narcissism and the audit outcomes for
34
35	private (unlisted) firms serviced by audit partners who have at least one listed client.19 In these36

37
38	analyses, we use all the private firms that are audited by audit partners who have at least one
39
40	listed client. A summary of the results is reported in Table 7.
41
42	Regarding audit quality, the results show that none of our audit quality measures are43

44
45	significantly associated with audit partner narcissism. We do not examine misstatements for
46
47	private firms because the database with restatements (DataStream) only contains listed firms.
48
49	The difference in the results on earnings management between listed and private clients of the50

51
52 same auditors is consistent with the view that audit partners have stronger incentives to tolerate
53
54	earnings management from listed clients than from private clients because listed clients
55
56
57
58	 	
59	19 In the UK, the financial statements of private firms are publicly available. However, there is limited availability
60	of audit-related data in FAME before 2012 so these additional analyses start from 2012.
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1
2
3	represent success and status (Chou et al., 2021). By tolerating their aggressive financial
4
5	reporting, auditors are more likely to attract and retain listed clients. We note that an alternative6

7
8	explanation is that private clients may have lower incentives to engage in earnings management,
9
10	leaving auditors with little to constrain.20
11
12	The results on audit fees are similar to those obtained in the analysis using listed firms.13

14
15	We find that audit partner narcissism is negatively associated with audit fees. These results
16
17	may be driven by auditors charging lower fees in order to expand their client portfolios.
18For Peer Review

19	However, the economic magnitudes of the coefficients are smaller than for listed firms.
20
21
22	Specifically, on average, across our measures, a one-standard-deviation increase in narcissism
23
24	is associated with a 1.1% decrease in audit fees (whereas, as described previously, it is
25
26	associated with a 4.2% decrease when examining listed firms). This indicates that the fee
27
28	discount associated with audit partner narcissism is lower for private firms than for listed firms.29

30
31	In addition, in untabulated tests, we find that the negative association between audit partner
32
33	narcissism and fees is stronger for the private firms that belong to groups headed by listed
34
35	firms. These results again support the idea that audit partners are strongly motivated to attract36

37
38	listed (prestigious) clients.
39
40	5.5. Additional analyses
41
42	To additionally support the argument that our results capture an audit partner effect rather than
43
44
45	a client firm effect, we follow the approach in Ham et al. (2018) and collapse our sample at
46
47	partner-client level. Specifically, for each partner-client pair, we calculate the mean value of
48
49	all variables over the entire period that the audit partner audited the client firm. This leaves just
50
51	one partner-client pair observation in the dataset, minimizing the potential influence of year-52

53
54	to-year fluctuations in client characteristics that could influence our findings. We then repeat
55
56	our analyses, and our main inferences are unchanged.
57
58
59  	
60 20 We thank the Associate Editor for suggesting this alternative interpretation.
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1
2
3	We also apply a propensity score matching (PSM) approach to alleviate the concern
4
5	that our findings may be biased by covariate imbalance between highly narcissistic and other6

7
8	audit partners. PSM yields a sample that largely balances the observable characteristics
9
10	between these two groups. We first classify the individual auditors in our sample into two
11
12	groups – narcissistic auditors and non-narcissistic auditors, according to their mean signature13

14
15	sizes.21 Next, we construct a propensity score model using a logit regression that estimates the
16
17	client firm’s probability of selecting a narcissistic audit partner, with the dependent variable
18For Peer Review

19	employed in the logit model being equal to one if the partner belongs to the narcissistic group,
20
21
22	and zero otherwise. For independent variables, we use all of the client-specific control variables
23
24	included in the baseline models for each of our analyses. We then match, without replacement,
25
26	each firm audited by a narcissistic auditor with a firm audited by a non-narcissistic auditor,22
27
28	with a caliper distance equal to 20% of the pooled standard deviation of the propensity scores29

30
31	(Austin, 2011). Consistent with good covariate balance, a t-test indicates that the means of the
32
33	matching variables, after the matching, are not significantly different between the treatment
34
35	and control samples. The regression results are consistent with those obtained in our main36

37
38	analyses.
39
40	We also examine the potential influence of executives’ narcissism, as well as whether
41
42	our results are affected by the size of the audit firm. In all models, we include the signature
43
44
45	sizes of the chief executive officer and the chief financial officer (collected from the annual
46
47	reports) to control for client narcissism. The results show that our inferences regarding the
48
49	effect of audit partner narcissism on audit quality and audit fees hold.
50
51
52
53 21 A common design choice to facilitate the estimate of propensity scores with continuous variables is to assign a
54 cutoff point for identifying treatment groups (e.g., Gaver & Utke, 2019). In addition to using the mean as the
55 threshold for defining a narcissistic individual, we test the following alternative thresholds: top tercile, top quartile,
56 and top quintile of the narcissism distribution. The results obtained using these alternative thresholds lead to the
57 same inference.
58 22 PSM can be sensitive to changes in design choices (Shipman et al., 2017). To alleviate potential concerns, we
replicate our analysis introducing the following two changes. First, we vary the number of firms matched with the59

treatment sample (one-to-one, one-to-two, and one-to-three matching). Second, we match both with and without
60	replacement. Our inferences are unchanged.
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1
2
3	Next, we examine the potential influence of the size of the audit firm. In the main
4
5	analyses, we control for BIG auditors (variables BIG4 and NonBigTop3). In this additional6

7
8	analysis, we focus on the BIG4 audit firms and interact the indicator variable BIG4 with the
9
10	measures of narcissism. Our main results on the relation between auditor narcissism and audit
11
12	quality and audit pricing are unchanged. In addition, the interaction terms between BIG4 and13

14
15	the measures of narcissism are insignificantly different from zero in all regressions except for
16
17	one. Specifically, the coefficient on the interaction term between BIG4 and the narcissism
18For Peer Review

19	measures is negative and significant in the model relating modified opinions to narcissism,
20
21
22	providing weak evidence that narcissism may decrease auditor’s propensity to issue modified
23
24	opinions and, hence, decrease audit quality for companies audited by BIG4 auditors.
25
26	Finally, to further control for unobservable heterogeneity at the audit firm and audit
27
28	office, we add audit firm fixed effects and audit office fixed effects to our main models. Again,29

30
31	the inferences are unchanged.
32
33	6.  Conclusions
34
35	In this paper, we examine the consequences of audit partner narcissism in the UK audit market.36

37
38	First, we find that audit partner narcissism is positively associated with abnormal accruals, but
39
40	it is insignificantly associated with modified audit opinions and misstatements, suggesting that
41
42	audit partner narcissism is only weakly negatively associated with audit quality. Second, we
43
44
45	examine audit pricing and find a negative association between audit partner narcissism and
46
47	audit fees. Relatedly, we show that audit partner narcissism is positively associated with the
48
49	number of clients per audit partner.
50
51	In general, our findings may be explained by narcissists’ strong motivation to expand52

53
54	their client portfolios and, potentially, revenues, which is driven by their need for admiration
55
56	and recognition. By tolerating more earnings management and reducing fees, narcissistic audit
57
58	partners are more likely to retain existing clients and obtain new clients. The higher risk59

60
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1
2
3	tolerance of narcissists can explain the results on earnings management but, interestingly, the
4
5	measure of audit quality related to the more egregious misreporting is not significantly6

7
8	associated with narcissism.
9
10	Our results on audit quality are in contrast to evidence provided by prior research using
11
12	Chinese and Taiwanese samples (Church et al., 2020, Chou et al., 2021). These differences are13

14
15	likely to be due to institutional and cultural differences in Eastern and Western countries. One
16
17	of these differences concerns the forms of narcissism in different cultures (i.e., grandiose vs.
18For Peer Review

19	vulnerable narcissism), which is related to risk propensity and effort.
20
21
22	We provide several contributions to prior research. First, we contribute to literature on
23
24	the consequences of audit partner characteristics. Within this field of research, only scant
25
26	evidence exists on the consequences of personality traits of audit partners. Second, we enrich
27
28	prior research on cross-country differences about the effect of individual personal traits. In29

30
31	particular, our findings suggest that the results obtained by prior studies on the consequences
32
33	of audit partner narcissism, which focus on Asian settings, may not be generalizable to Western
34
35	audit practices. Third, we add studies in accounting, finance, and management on the relation36

37
38	between narcissism and corporate outcomes. Finally, we contribute to the debate on the balance
39
40	between commercialism and professionalism in the accounting profession by providing
41
42	evidence on how narcissistic audit partners manage the trade-off between maximizing revenues
43
44
45	(commercialism) and preserving quality (professionalism).
46
47	We acknowledge that this study has some limitations. One is that our measure of
48
49	narcissism, which is based on signature size may not fully capture the complex and
50
51	multifaceted nature of narcissism. However, this measure offers several advantages over other52

53
54	measures and has been experimentally validated (Cragun et al., 2020). A combination of
55
56	alternative measures, for example using psychometric tests, could be investigated by future
57
58	research. A further limitation relates to our focus on the audit partner. Although audit partners59

60
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1
2
3	play a prominent role, Cahan et al. (2022) highlights the importance of audit team
4
5	characteristics. Future research may examine personality traits of the audit team and their6

7
8	interaction with those of the audit partner. Finally, our analyses concentrate on audit partners
9
10	with listed clients. A potentially useful extension of our work could explore the role of
11
12	narcissism of audit partners with no listed clients. This would provide a better understanding13

14
15	of whether narcissism plays different roles depending on client and/or auditor characteristics.
16
17
18For Peer Review
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1
2
3	Table 1. Descriptive statistics
4
N
Mean
S.D.
Median
P25
P75
AbsDA
3,102
0.065
0.083
0.036
0.016
0.078
PosDA
1,572
0.061
0.076
0.036
0.017
0.078
ModOpi
3,585
0.080
0.271
0
0
0
Misstat
3,486
0.015
0.122
0
0
0
LAF
3,409
5.035
1.492
4.913
3.912
5.991
LNCL
1,811
0.646
0.609
0.693
0
1.099
ap_Nar_BB
3,585
0.621
0.571
0.447
0.272
0.750
ap_Nar_RB
3,585
0.574
0.500
0.416
0.26
0.691
ap_Nar_CH
3,585
0.397
0.306
0.300
0.196
0.491
LnAssets
3,585
11.729
2.461
11.645
10.067
13.462
DE
3,585
0.198
0.192
0.149
0.034
0.314
ROA
3,585
-0.037
0.355
0.053
-0.027
0.100
Loss
3,585
0.316
0.465
0
0
1
AbsACC_L1
3,585
0.078
0.113
0.043
0.019
0.089
MtB
3,585
2.469
4.377
1.650
0.880
3.020
SalesVOL
3,585
0.138
0.208
0.073
0.033
0.152
Inv
3,585
0.166
0.184
0.098
0.045
0.216
CATA
3,409
0.453
0.254
0.430
0.252
0.636
Quick
3,409
1.914
2.756
1.093
0.728
1.822
London
3,409
0.480
0.500
0
0
1
Big4
3,585
0.693
0.461
1
0
1
NonBigTop3
3,585
0.123
0.328
0
0
0
Tenure
3,585
4.271
1.341
5
4
5
ap_Age
3,585
47.153
5.763
47
43
51
ap _Gender
3,585
0.096
0.295
0
0
0
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6
7
8
9
10
11
12
13
14
15
16
17
18For Peer Review

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35	Notes: This table provides descriptive statistics for the variables used in the main analyses. All
36	continuous variables are winsorized at the 1% level. All variables are described in the Appendix.37
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1
2
3	 Table 2: Correlation matrix	
4
(1)
(2)
(3)
(4)
(5)
(6)
(7)
(8)
(9)
(10)
(11)
(12)
(13)
(1) AbsDA
1.00












(2) PosDA
1.00*
1.00











(3) ModOpi
0.13*
0.05*
1.00










(4) Misstat
-0.01
0.00
0.03
1.00









(5) LAF
-0.22*
-0.23*
-0.17*
0.00
1.00








(6) LNCL
0.02
0.03
0.01
0.02
-0.05*
1.00







(7) ap_Nar_BB
0.12*
0.13*
0.08*
-0.01
-0.15*
0.08*
1.00






(8) ap_Nar_RB
0.12*
0.12*
0.08*
-0.01
-0.15*
0.06*
0.99*
1.00





(9) ap_Nar_CH
0.11*
0.12*
0.08*
-0.00
-0.16*
0.05*
0.96*
0.98*
1.00




(10) LnAssets
-0.24*
-0.25*
-0.25*
-0.01
0.90*
-0.04*
-0.14*
-0.14*
-0.15*
1.00



(11) DE
-0.07*
-0.13*
0.03
0.01
0.40*
-0.06*
-0.02
-0.02
-0.02
0.38*
1.00


(12) ROA
-0.24*
-0.14*
-0.39*
-0.04*
0.33*
-0.02
-0.11*
-0.11*
-0.11*
0.48*
0.00
1.00

(13) Loss
0.23*
0.19*
0.30*
0.03
-0.33*
0.04*
0.11*
0.10*
0.11*
-0.41*
-0.07*
-0.54*
1.00
(14) AbsACC_L1
0.28*
0.29*
0.18*
0.04*
-0.20*
0.02
0.07*
0.07*
0.07*
-0.26*
0.01
-0.32*
0.23*
(15) MtB
-0.05*
-0.05
-0.08*
0.02
0.06*
0.01
-0.03
-0.03*
-0.03
0.04*
-0.05*
0.05*
-0.05*
(16) SalesVOL
0.21*
0.22*
0.19*
0.02
-0.22*
-0.01
0.05*
0.05*
0.05*
-0.34*
-0.04*
-0.38*
0.21*
(17) Inv
0.23*
0.27*
0.05*
-0.02
-0.30*
0.04*
0.02
0.02
0.02
-0.36*
-0.26*
-0.32*
0.26*
(18) CATA
0.18*
0.23*
0.01
-0.00
-0.25*
0.00
0.04*
0.04*
0.04*
-0.37*
-0.30*
-0.24*
0.09*
(19) Quick
0.18*
0.25*
-0.01
-0.01
-0.27*
0.06*
0.03
0.02
0.02
-0.20*
-0.24*
-0.08*
0.19*
(20) London
-0.02
-0.05
0.11*
0.00
0.31*
0.03
0.05*
0.06*
0.07*
0.25*
0.10*
-0.02
0.02
(21) Big4
-0.19*
-0.20*
-0.18*
-0.01
0.60*
-0.07*
-0.16*
-0.18*
-0.19*
0.62*
0.24*
0.26*
-0.28*
(22) NonBigTop3
0.14*
0.14*
0.03
0.02
-0.29*
0.22*
0.00
0.02
0.03
-0.29*
-0.12*
-0.06*
0.10*
(23) Tenure
-0.05*
-0.01
-0.10*
0.01
0.18*
-0.01
-0.07*
-0.06*
-0.06*
0.18*
0.06*
0.12*
-0.14*
(24) AP_Age
-0.07*
-0.07*
-0.02
-0.03
0.22*
-0.13*
0.05*
0.05*
0.03*
0.19*
0.13*
0.03*
-0.08*
(25) AP_Gender
0.02
0.00
0.02
-0.01
-0.04*
0.04*
-0.05*
-0.06*
-0.07*
-0.01
-0.05*
0.05*
-0.02
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7
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9
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14
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1
2
3	 Table 2. Correlation Matrix (cont’d)	
4
(14)
(15)
(16)
(17)
(18)
(19)
(20)
(21)
(22)
(23)
(24)
(25)
(14) AbsACC_L1
1.00











(15) MtB
-0.04*
1.00










(16) SalesVOL
0.32*
0.01
1.00









(17) Inv
0.21*
0.10*
0.20*
1.00








(18) CATA
0.17*
0.08*
0.33*
0.59*
1.00







(19) Quick
0.09*
0.03
-0.04*
0.54*
0.22*
1.00






(20) London
-0.02
-0.01
-0.07*
-0.09*
-0.18*
-0.02
1.00





(21) Big4
-0.16*
0.05*
-0.20*
-0.17*
-0.13*
-0.12*
-0.02
1.00




(22) NonBigTop3
0.08*
-0.03*
0.07*
0.10*
0.10*
0.03
-0.15*
-0.56*
1.00



(23) Tenure
-0.08*
0.01
-0.08*
-0.06*
-0.00
-0.07*
-0.03
0.15*
-0.02
1.00


(24) AP_Age
-0.07*
0.03
-0.06*
-0.06*
-0.08*
-0.10*
-0.01
0.13*
-0.11*
0.00
1.00

(25) AP_Gender
-0.02
-0.01
-0.03
0.02
-0.01
0.05*
-0.10*
-0.01
0.10*
0.01
-0.10*
1.00


5
6
7
8
9
10
11
12
13
14
15
16
17
18	Notes: This table reports Pearson correlation coefficients for the variables used in the main analyses. All the continuous variables are winsorized at
19	the 1% level. All variables are described in the Appendix. * indicates statistical significance at the 5% or less.For Peer Review
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1
2
3	Table 3. Audit partner narcissism and audit quality (earnings management)
4AbsDA
PosDA

(1)
(2)
(3)
(4)
(5)
(6)
ap_Nar_BB
0.011***


0.014**



[2.75]


[2.43]


ap_Nar_RB

0.014***


0.017***



[2.97]


[2.63]

ap_Nar_CH


0.019***


0.022**



[2.72]


[2.39]
LnAssets
-0.002*
-0.002*
-0.002*
-0.002
-0.002
-0.002

[-1.85]
[-1.86]
[-1.84]
[-1.49]
[-1.51]
[-1.51]
DE
0.000
-0.000
-0.000
-0.011
-0.011
-0.011

[0.02]
[-0.01]
[-0.02]
[-0.90]
[-0.94]
[-0.95]
ROA
-0.031*
-0.031*
-0.031*
0.022
0.022
0.022

[-1.91]
[-1.91]
[-1.92]
[1.44]
[1.43]
[1.44]
Loss
0.009*
0.009*
0.009*
0.016**
0.016**
0.016**

[1.69]
[1.72]
[1.72]
[2.56]
[2.58]
[2.58]
AbsACC_L1
0.157***
0.157***
0.158***
0.178***
0.178***
0.179***

[5.76]
[5.78]
[5.77]
[5.18]
[5.19]
[5.17]
MtB
-0.001**
-0.001**
-0.001**
-0.001**
-0.001**
-0.001**

[-2.20]
[-2.21]
[-2.22]
[-2.19]
[-2.19]
[-2.19]
SalesVOL
0.052***
0.052***
0.052***
0.062***
0.061***
0.061***

[3.76]
[3.77]
[3.74]
[3.18]
[3.17]
[3.14]
Inv
0.062***
0.062***
0.062***
0.078***
0.078***
0.078***

[4.72]
[4.72]
[4.72]
[4.31]
[4.29]
[4.30]
Big4
-0.000
-0.000
-0.001
-0.002
-0.002
-0.002

[-0.08]
[-0.02]
[-0.10]
[-0.29]
[-0.24]
[-0.31]
NonBigTop3
0.012*
0.012*
0.012*
0.011
0.010
0.010

[1.78]
[1.74]
[1.70]
[1.30]
[1.26]
[1.23]
Tenure
-0.000
-0.000
-0.001
0.002*
0.002
0.002

[-0.41]
[-0.45]
[-0.50]
[1.67]
[1.64]
[1.62]
ap_Age
-0.000
-0.000
-0.000
-0.000
-0.000
-0.000

[-0.60]
[-0.63]
[-0.54]
[-0.29]
[-0.30]
[-0.20]
ap_Gender
0.003
0.004
0.004
-0.002
-0.002
-0.002

[0.63]
[0.72]
[0.70]
[-0.30]
[-0.25]
[-0.28]
Industry FE
Yes
Yes
Yes
Yes
Yes
Yes
Year FE
Yes
Yes
Yes
Yes
Yes
Yes
Observations
3,102
3,102
3,102
1,572
1,572
1,572
Adj. R-squared
0.188
0.188
0.187
0.205
0.205
0.203


5
6
7
8
9
10
11
12
13
14
15
16
17
18For Peer Review

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47 Notes: This table reports the results from estimating models examining the relation between audit
48 partner narcissism and earnings management. In columns (1)-(3), the dependent variable is AbsDA:
49 the absolute value of abnormal accruals. In columns (4)-(6), the dependent variable is PosDA: the
50 signed value of abnormal accruals, restricting the sample to firms with positive abnormal accruals.
51 All variables are described in the Appendix. Standard errors are clustered by firm. ***, ** and *
52 indicate statistical significance at the 1%, 5% and 10%, respectively.
53
54
55
56
57
58
59
60
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1
2
3	Table 4. Audit partner narcissism and audit quality (modified opinions and misstatements)
4ModOpi
Misstat

(1)
(2)
(3)
(4)
(5)
(6)
ap_Nar_BB
-0.063


-0.172



[-0.40]


[-0.72]


ap_Nar_RB

-0.032


-0.141



[-0.17]


[-0.54]

ap_Nar_CH


-0.077


0.013



[-0.26]


[0.03]
LnAssets
-0.202***
-0.202***
-0.202***
0.119
0.120
0.122

[-2.59]
[-2.60]
[-2.60]
[1.52]
[1.52]
[1.54]
DE
0.924
0.921
0.923
-0.916
-0.917
-0.938

[1.48]
[1.48]
[1.48]
[-1.13]
[-1.14]
[-1.16]
ROA
-1.207***
-1.207***
-1.207***
-0.661
-0.660
-0.657

[-4.33]
[-4.33]
[-4.33]
[-1.34]
[-1.33]
[-1.32]
Loss
1.181***
1.179***
1.180***
0.423
0.422
0.420

[6.17]
[6.17]
[6.18]
[1.13]
[1.13]
[1.12]
AbsACC_L1
0.452
0.446
0.448
1.447
1.453
1.467

[0.78]
[0.77]
[0.78]
[1.31]
[1.31]
[1.32]
MtB
-0.030
-0.030
-0.030
0.040**
0.040**
0.040**

[-1.57]
[-1.57]
[-1.58]
[2.00]
[2.00]
[2.01]
SalesVOL
0.518
0.518
0.517
0.120
0.118
0.110

[1.29]
[1.29]
[1.29]
[0.19]
[0.18]
[0.17]
Inv
-1.691***
-1.690***
-1.692***
-2.369***
-2.370***
-2.374***

[-3.16]
[-3.15]
[-3.16]
[-2.83]
[-2.83]
[-2.83]
Big4
-0.037
-0.021
-0.026
0.007
0.014
0.042

[-0.11]
[-0.06]
[-0.08]
[0.01]
[0.02]
[0.07]
NonBigTop3
-0.190
-0.176
-0.179
0.565
0.573
0.591

[-0.50]
[-0.46]
[-0.47]
[1.06]
[1.08]
[1.11]
Tenure
-0.087
-0.086
-0.086
0.081
0.082
0.084

[-1.46]
[-1.44]
[-1.44]
[0.71]
[0.72]
[0.74]
ap_Age
0.015
0.015
0.015
-0.034
-0.035
-0.035

[0.87]
[0.85]
[0.86]
[-1.19]
[-1.20]
[-1.23]
ap_Gender
0.852***
0.853***
0.850***
-0.340
-0.337
-0.323

[2.87]
[2.88]
[2.85]
[-0.64]
[-0.63]
[-0.61]
Industry FE
Yes
Yes
Yes
Yes
Yes
Yes
Year FE
Yes
Yes
Yes
Yes
Yes
Yes
Observations
3,585
3,585
3,585
3,486
3,486
3,486
Pseudo R-squared
0.291
0.291
0.291
0.066
0.066
0.066


5
6
7
8
9
10
11
12
13
14
15
16
17
18For Peer Review

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47 Notes: This table reports the results from estimating models examining the relation between audit
48 partner narcissism and two proxies for audit quality: modified opinions and misstatements. In columns
49 (1)-(3), the dependent variable is ModOpi: an indicator variable that equals one for a modified audit50

51 opinion, and zero otherwise. In columns (4)-(6), the dependent variable is Misstat: an indicator variable
52 that equals one for misstatements, and zero otherwise. All variables are described in the Appendix.
53 Standard errors are clustered by firm. ***, ** and * indicate statistical significance at the 1%, 5% and
54 10%, respectively.
55
56
57
58
59
60

1
2
3 	Table 5. Audit partner narcissism and audit fees	
4 	LAF	
5
(1)
(2)
(3)
ap_Nar_BB
-0.063**
[-2.28]


ap_Nar_RB

-0.082***
[-2.58]

ap_Nar_CH


-0.134***
[-2.66]
LnAssets
0.551***
[39.69]
0.551***
[39.69]
0.551***
[39.73]
DE
0.374***
[3.27]
0.375***
[3.28]
0.376***
[3.30]
ROA
-0.323***
[-6.37]
-0.323***
[-6.38]
-0.323***
[-6.37]
Loss
0.062*
[1.82]
0.063*
[1.83]
0.062*
[1.82]
MtB
0.004
0.004
0.004

[1.60]
[1.59]
[1.61]
SalesVOL
0.206***
[2.89]
0.206***
[2.88]
0.206***
[2.89]
Inv
-0.095
-0.096
-0.095

[-0.74]
[-0.75]
[-0.74]
CATA
0.676***
[5.64]
0.677***
[5.66]
0.676***
[5.64]
Quick
-0.046***
[-7.69]
-0.046***
[-7.70]
-0.046***
[-7.72]
London
0.369***
[9.09]
0.371***
[9.13]
0.372***
[9.15]
Big4
0.190***
[3.43]
0.188***
[3.39]
0.188***
[3.41]
NonBigTop3
0.087
0.087
0.089

[1.58]
[1.58]
[1.62]
Tenure
0.016
0.016
0.016

[1.60]
[1.61]
[1.63]
ap_Age
0.012***
[4.44]
0.012***
[4.46]
0.012***
[4.43]
ap_Gender
-0.034
-0.034
-0.037

[-0.68]
[-0.70]
[-0.75]
Industry FE
Yes
Yes
Yes
Year FE
Yes
Yes
Yes
Observations
3,409
3,409
3,409
Adjusted R-squared
0.875
0.875
0.875


6
7
8
9
10
11
12
13
14
15
16
17
18For Peer Review

19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50 Notes: This table reports the results from estimating models examining the relation between audit
51 partner narcissism and clients’ audit fees. The dependent variable is LAF: the natural logarithm of
52 clients’ audit fees. All variables are described in the Appendix. Standard errors are clustered by firm.53

54	***, ** and * indicate statistical significance at the 1%, 5% and 10%, respectively.
55
56
57
58
59
60
Journal of Accounting, Auditing and Finance
Page 40 of 44

Page 39 of 44
Journal of Accounting, Auditing and Finance


44
http://mc.manuscriptcentral.com/jaaf

43
http://mc.manuscriptcentral.com/jaaf

1
2
3 	Table 6. Audit partner narcissism and the number of clients	
4 	LNCL	
5
(1)
(2)
(3)
ap_Nar_BB
0.053***



[3.72]


ap_Nar_RB

0.064***



[4.01]

ap_Nar_CH


0.086***



[3.33]
LnAssets
-0.019***
-0.019***
-0.019***

[-3.18]
[-3.13]
[-3.14]
DE
-0.139***
-0.141***
-0.138***

[-2.92]
[-2.96]
[-2.90]
ROA
-0.048**
-0.048***
-0.048***

[-2.58]
[-2.58]
[-2.60]
Loss
0.066***
0.067***
0.067***

[2.77]
[2.78]
[2.81]
MtB
0.001
0.001
0.001

[1.18]
[1.17]
[1.13]
SalesVOL
-0.073*
-0.073*
-0.074*

[-1.81]
[-1.82]
[-1.83]
Inv
0.000
0.000
-0.005

[-0.00]
[0.00]
[-0.08]
CATA
-0.209***
-0.209***
-0.203***

[-3.98]
[-3.98]
[-3.86]
Quick
0.014***
0.014***
0.014***

[5.06]
[5.00]
[4.99]
London
0.060***
0.059***
0.059***

[3.31]
[3.23]
[3.25]
Big4
0.131***
0.131***
0.130***

[4.90]
[4.92]
[4.85]
NonBigTop3
0.066**
0.065**
0.062*

[2.06]
[2.02]
[1.92]
Tenure
-0.009
-0.009
-0.009

[-1.26]
[-1.29]
[-1.30]
ap_Age
-0.003**
-0.003**
-0.003**

[-2.51]
[-2.56]
[-2.48]
ap_Gender
0.000
0.000
0.002

[0.01]
[0.01]
[0.07]
Industry FE
Yes
Yes
Yes
Year FE
Yes
Yes
Yes
Observations
1,811
1,811
1,811
Adjusted R-squared
0.741
0.741
0.740


6
7
8
9
10
11
12
13
14
15
16
17
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19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51 Notes: This table reports the results from estimating models examining the relation between audit
52 partner narcissism and the number of listed clients per year in audit partner portfolios. The dependent
53 variable is LNCL: the natural logarithm of the total number of clients audited by the partner in the
54 year. All the control variables are described in the Appendix and, for these analyses, they are
55 calculated as partner-year averages. Standard errors are clustered by firm. ***, ** and * indicate
56 statistical significance at the 1%, 5% and 10%, respectively.
57
58
59
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1
2
3
4	Table 7. Audit partner narcissism and audit outcomes for private firms
5	Panel A. Audit partner narcissism and earnings management
6AbsDA
PosDA

(1)
(2)
(3)
(4)
(5)
(6)
ap_Nar_BB
-0.002


-0.001



[-1.12]


[-0.46]


ap_Nar_RB

-0.002


-0.002



[-1.01]


[-0.49]

ap_Nar_CH


-0.003


-0.002



[-0.95]


[-0.45]
Controls
Included
Included
Included
Included
Included
Included
Industry FE
Yes
Yes
Yes
Yes
Yes
Yes
Year FE
Yes
Yes
Yes
Yes
Yes
Yes
Observations
30,302
30,302
30,302
14,450
14,450
14,450
Adjust R-squared
0.137
0.137
0.137
0.167
0.167
0.167


7
8
9
10
11
12
13
14
15
16
17
18
19For Peer Review

20
21
22
23		Panel B. Audit partner narcissism and modified opinions	
24		ModOpi	
25	(1)	(2)	(3)27

26	ap_Nar_BB	-0.080
28	[-0.82]
29	ap_Nar_RB	-0.104
30	[-1.00]
31	ap_Nar_CH	-0.23832

33		[-1.46]	Controls
Included
Included
Included
Industry FE
Yes
Yes
Yes
Year FE
Yes
Yes
Yes
Observations
39,091
39,091
39,091
Pseudo R-squared
0.060
0.060
0.060


34
35
36
37
38
39
40
4145

42
43	http://mc.manuscriptcentral.com/jaaf
44
4546
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1
2
3	Panel C. Audit partner narcissism and audit fees
54


LAF


(1)
(2)
(3)
ap_Nar_BB
-0.026**



[-2.33]


ap_Nar_RB

-0.030**



[-2.34]

ap_Nar_CH


-0.046**



[-2.28]
Controls
Included
Included
Included
Industry FE
Yes
Yes
Yes
Year FE
Yes
Yes
Yes
Observations
39,242
39,242
39,242
Adjusted R-squared
0.571
0.571
0.571


6
7
8
9
10
11
12
13
14
15
16
17
18
19For Peer Review

20
21	Notes: This table presents the results from estimating our main models using a sample of private firms whose audit partners audit at least one listed client. All
22	variables are described in the Appendix. Standard errors are clustered by firm. ***, ** and * indicate statistical significance at the 1%, 5% and 10%, respectively.
23
24
25
26
27
28
29
30
31
32
33
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38
39
40
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1
2
3	Appendix: Variables definition
4


AbsDA
Absolute value of abnormal accruals (DA) following Kothari et al. (2005). Specifically, DA are calculated as the residuals from industry-year regressions following Kothari et al. (2005):
𝑇𝐴𝑖𝑡 = 𝛽0 + 𝛽1(1 𝐴𝑠𝑠𝑒𝑡𝑖𝑡―1) + 𝛽2∆𝑆𝑎𝑙𝑒𝑠𝑖𝑡 + 𝛽3𝑃𝑃𝐸𝑖𝑡 + 𝛽4𝑅𝑂𝐴𝑖𝑡―1 +
𝛾𝑖𝑡, where 𝑇𝐴𝑖𝑡 = total accruals; 𝐴𝑠𝑠𝑒𝑡𝑖𝑡―1= lagged total assets; ∆𝑆𝑎𝑙𝑒𝑠𝑖𝑡
= change in sales divided by lagged total assets; 𝑃𝑃𝐸𝑖𝑡= property, plant
and equipment divided by lagged total assets; 𝑅𝑂𝐴𝑖𝑡―1 = return on assets in year t-1.
PosDA
Positive values of abnormal accruals (DA), where DA is calculated
following Kothari et al. (2005), as described above.
ModOpi
Indicator variable that equals one if the firm receives a modified audit
opinion, and zero otherwise (source FAME).


Misstat
Indicator variable for misstatements that equals one if the financial statements are subsequently restated due to a misstatement, and zero otherwise (source: Datastream). This variable captures current-year misstatements as revealed by future restatements. We manually checked
the annual reports to determine the reason for the restatement.
LAF
Nature logarithm of client’s audit fees.
LNCL
Natural logarithm of the total number of listed clients of an audit partner in
a year.




ap_Nar
Measures of audit partner narcissism, based on the signature size of the audit partner. Three alternative measurement methods are used: (i) bounding box area (ap_Nar_BB), calculated as the area of the minimal rectangle containing the signature, orthogonal to the page; (ii) rotated bounding box area (ap_Nar_RB), calculated as the area of the minimal rectangle surrounding the signature, not necessarily orthogonal to the page;
(iii) convex hull area (ap_Nar_CH), calculated as the area of the minimal convex shape containing the signature. All three measures are expressed in square centimetres and standardized by the number of characters in the
signature.
LnAssets
Nature logarithm of client’s total assets at year end.
DE
Debt ratio, measured as long-term liabilities divided by total assets.
ROA
Return on assets, measured as net income before extraordinary items
divided by total assets.
Loss
Indicator variable that equals one if earnings after tax are negative, and
zero otherwise.

AbsACC_L1
Absolute value of lagged total accruals, where total accruals is calculated as the change in non-cash current assets minus the change in current liabilities excluding the current portion of long-term debt, minus
depreciation and amortization.
MtB
Market-to-book ratio, measured as the market value of equity divided by
the book value of equity.
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For Peer Review
SalesVOL
The standard deviation of the client’s sales in the most recent three years.
Inv
Investments, defined as the sum of cash and cash equivalents and short-
term investments, divided by total assets.
CATA
Current assets to total assets ratio, measured as client’s current assets
divided by total assets.
Quick
Quick ratio, measured as client’s current assets (less inventories) divided
by current liabilities.
London
Indicator variable that equals one if the audit office is in London, and zero
otherwise.
Big4
Indicator variable that equals one if the client is audited by a Big4 auditor
in the current year, and zero otherwise.

NonBigTop3
Indicator variable that equals one if the client is audited by one of the
second-tier auditors (Grant Thornton, BDO, and RSM) in the current year, and zero otherwise.
Tenure
Audit firm tenure, defined as the number of continuous years that the audit
firm has audited the client, capped at five (Goodwin and Wu, 2016).
ap_Age
The age of the audit partner.
ap_Gender
Indicator variable that equals one if the audit partner is female, and zero
otherwise.



