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Abstract: Readability is the key of the information disclosure quality, which can solve the problem caused by the information
asymmetry in the capital market and improve the efficiency of resource allocation. Taking A-share listed companies from 2008 to
2020 as the research sample, this paper uses text mining methods to deeply explore the impact of information disclosure readability
on the cost of equity capital and its mechanism. The results show that the readability of MD&A information of listed companies has
a significant effect, and high-quality readability can effectively reduce the cost of equity capital. The results from the mediation effect
test show that readability reduces the cost of equity capital by reducing information asymmetry. The above conclusions still hold in
a series of robustness tests such as controlling for endogeneity. Further studies demonstrate that the role of MD&A text readability is
more significant for the listed companies with low financing constraints, non-state-owned structures, low analyst attention, and low
audit quality. This paper enriches the research on the economic consequences of disclosure readability. It provides useful insights

for listed companies to improve the readability of information disclosure and supports regulators to improve regulatory measures.
Key words: information disclosure readability, management discussion and analysis, cost of equity capital, text mining
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