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Abstract

This study examines how geographic distance to Vietnam’s centralized securities regulator—
the State Securities Commission (SSC)—influences firm-level stock price crash risk. In
emerging markets characterized by weak governance, corruption, and political connections,
distance can erode monitoring effectiveness and heighten managerial incentives to conceal
bad news. Using data on Vietnamese listed firms from 2010 to 2024, we find a robust positive
association between a firm’s distance to the SSC headquarters in Hanoi and its future crash
risk. The effect is stronger for non-state-owned enterprises (non-SOEs) and in provinces
with high corruption, but disappears in SOEs and in more transparent regions, where state-
related networks provide insulation from weak formal institutions. Exploiting the 2019
Securities Law as a quasi-natural experiment, we show that the distance effect was more
pronounced before the reform, suggesting that improved formal regulation can partially
offset geographically induced monitoring frictions. Additional tests reveal that the effect is
amplified among firms listed on the Ho Chi Minh Stock Exchange (HOSE) and those with
higher financial leverage. Our findings provide novel evidence on the spatial dimension
of regulatory enforcement in emerging markets. We highlight geographic distance as a
significant but previously overlooked source of crash risk, with implications for regulators
in designing risk-based supervision and for investors in pricing location-driven risks.

Keywords: state securities commission (SSC); risk management; transparency and
accountability; stock price crash risk; regulatory oversight; emerging markets

1. Introduction
In recent decades, stock markets have emerged as significant drivers of economic

growth, particularly in emerging economies like Vietnam. Since joining the World Trade
Organization (WTO) in 2007 and deepening economic integration, Vietnam has witnessed
remarkable development in its stock market, marked by an increasing number of listed
firms and a rising market capitalization. As of 2024, the Ho Chi Minh Stock Exchange
(HOSE) and the Hanoi Stock Exchange (HNX) have become key financial hubs, hosting
over 700 listed companies with a combined market capitalization approximating 90%
of the national GDP. Both exchanges operate under the oversight of the State Securities
Commission (SSC), a government agency under the Ministry of Finance, which is tasked
with issuing regulations, monitoring compliance, and imposing sanctions to ensure market
transparency and stability.

The SSC’s headquarters in Hanoi introduces a critical geographic dimension, as most
listed firms, especially those on HOSE, are located far away, predominantly in Ho Chi Minh
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City or other regions across the country. This distance may weaken regulatory oversight
and influence firms’ risk management practices. Unlike the U.S., where markets exhibit
lower volatility and stronger enforcement, Vietnam’s stock market is characterized by
higher volatility, reduced transparency, significant political influence, and weaker regu-
latory enforcement. Zingales (2009) highlights that, while political power in developed
countries resides in elected parliaments, in developing nations like Vietnam, it is dispersed
across various governmental ministries and agencies. This dispersion, coupled with weak
legal systems, often allows SOEs or large conglomerates to exert influence. D. Chen et al.
(2011) suggest that SOEs leverage political connections to enhance transparency in financial
reporting, potentially mitigating monitoring challenges. Conversely, Hutton et al. (2009)
argue that weak governance in corrupt regions increases managers’ incentives to conceal
information, particularly in privately owned firms lacking state support. Sequeira and
Djankov (2014) further explore how corruption shapes firm behavior, using bribe payment
data to show that firms adapt to corruption’s price effects by reorganizing production.
Fisman and Svensson (2007) add that higher bribe payments and tax rates correlate nega-
tively with firm growth, implying that corruption poses substantial risks to firms’ future
prospects. In the Vietnamese context, Tam (2025) found that, prior to the 2019 Securities
Law, weak enforcement and opaque disclosure standards heightened crash risk.

These insights underscore how regional corruption levels and business ownership
types (SOEs versus non-SOEs) influence managerial behavior. Building on this, we conduct
subsample analyses to investigate whether corruption, central government influence, recent
legal reforms, and the dual-exchange system moderate the relationship between geographic
distance and stock price crash risk, contributing to the corporate governance literature
in Vietnam. To assess a firm’s location in a region less influenced by political power,
we use informal charges, proxied by the Informal Charges Index from the Provincial
Competitiveness Index (PCI), as an indicator of local corruption that shapes disclosure
practices and governance (Viet Nam Chamber of Commerce and Industry [VCCI] & US
Agency for International Development [USAID], 2024). As a transitional emerging market
with unique economic and institutional features, Vietnam remains underexplored in this
regard, particularly concerning institutional reforms like the 2019 Securities Law, which
offers a natural setting to examine geographic distance’s impact on stock prices.

Stock price crash risk (SPCR), characterized by a sudden and extreme drop in stock
prices due to the release of hoarded negative information, threatens both individual in-
vestors and market stability. Events like the 2008 global financial crisis, U.S. tariff hikes in
2018, and the COVID-19 pandemic have exposed the Vietnamese market’s vulnerability.
SSC reports indicate a rise in disclosure violations from 15 cases in 2015 to 45 in 2020, with
most involving firms distant from the SSC headquarters, raising questions about whether
geographic distance is a structural risk factor, especially given the SSC’s limited oversight
capacity. Financial theory posits that crash risk arises from managers withholding bad news
for personal gain (L. Jin & Myers, 2006). When regulatory monitoring is ineffective, man-
agers delay negative disclosures, exacerbating information asymmetry between insiders
and investors. Geographic distance increases monitoring costs and limits access to timely
firm-level data, enabling such behavior. Empirical studies by J. B. Kim et al. (2011b) and
Hutton et al. (2009) confirm that lower transparency, particularly under weak oversight,
elevates crash risk. While Fama and French (1993) emphasized internal factors like leverage
and firm size, and J. Chen et al. (2001) and Frank and Goyal (2009) linked high leverage to
default risk and reduced investment capacity, Barberis et al. (2005) noted that large firms,
often with significant institutional ownership, are more susceptible to macroeconomic
shocks. However, these studies predominantly focus on developed markets with robust
monitoring systems, unlike Vietnam.
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Research on stock price crash risk in Vietnam remains scarce. Recent studies, such as
Dang and Nguyen (2021), show that strong internal governance, particularly effective audit
committees, mitigates crash risk among non-financial firms on Vietnamese exchanges. Dinh
and Tran (2023) find that higher stock liquidity reduces crash risk, suggesting informational
efficiency as a protective factor, while Vo (2020) indicates that increased foreign ownership
correlates with higher crash risk, reflecting information asymmetry in emerging markets. The
interplay of geographic distance with political connections, central government influence,
legal reforms, and the dual-exchange system of HOSE and HNX remains underexplored.
Globally, research has focused on firm-specific fundamentals (e.g., leverage, profitability) or
market factors (e.g., liquidity, volatility), with few addressing spatial regulatory dimensions,
mostly in developed economies. Xu et al. (2014) document how excessive perks in SOEs
encourage managers to hide unfavorable information, increasing crash risk, while Hatane
et al. (2019) highlight that robust governance enhances firm stability. Hutton et al. (2009) and
J. B. Kim et al. (2011a) further link financial opacity and tax avoidance to higher crash risk.

In Vietnam, the uneven geographic distribution of listed firms (where HOSE-listed
companies dominate the South and HNX-listed firms cluster in the North) provides a
unique context to test whether geographic distance influences managerial behavior and
elevates stock price crash risk. This study offers three contributions. First, it extends the
framework of Kubick and Lockhart (2016), which highlights distance’s role in limiting
soft information and raising investigative costs under the “constrained cop” and “differ-
entially informed criminal” hypotheses, by incorporating local institutional factors like
political connections, SOEs influence, and recent reforms. This enriches the understanding
of SPCR through an institutional and environmental lens in emerging markets. Second,
it advances research on regulatory oversight and managerial behavior previously cen-
tered on themes like corporate social responsibility (Dang & Nguyen, 2021) or default risk
(Liao et al., 2024) by emphasizing proximity to the SSC, revealing that in emerging mar-
kets, “distance” encompasses political and regulatory dimensions, offering policy insights.
Third, it examines whether the 2019 Securities Law, with its enhanced transparency and
enforcement provisions, moderates the distance-SPCR relationship, an untested empirical
question. By comparing HOSE and HNX, the study illuminates how market structures and
firm characteristics interact with regulatory enforcement, enriching local financial gover-
nance literature. Although this study is conducted in the context of Vietnam, its findings
have strong potential for application to other emerging markets with similar institutional
and geographical characteristics. Countries such as Indonesia, the Philippines, Thailand,
Pakistan, and Bangladesh share several key features with Vietnam: (1) their centralized
stock exchanges are located in one or two major cities while the majority of listed firms
are headquartered in distant provinces; (2) institutional enforcement remains limited and
information asymmetry between regulators and firms is high; (3) rapid economic devel-
opment is accompanied by increasing financial liberalization; and (4) economic activity is
geographically dispersed.

Given these similarities, the positive association between geographic distance from
the securities regulator and stock price crash risk is likely to arise in these markets as
well. Accordingly, regulators in such countries may consider establishing additional
regional supervisory offices or modernizing monitoring systems to mitigate information
and enforcement disadvantages caused by geographic separation. Doing so could enhance
market stability and broaden investor protection across emerging economies.

Advanced methods like propensity score matching (PSM), lagged variables, and endo-
geneity checks bolster result credibility. Findings suggest that enhancing SSC’s monitoring
capacity and considering firm-specific and geographic contexts can mitigate SPCR, provid-
ing implications for SSC, HOSE, HNX, and investors integrating geographic factors into
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risk assessments. The analysis draws on a panel dataset of 7772 firm-year observations from
693 listed firms between 2010 and 2024, using DUVOL and NCSKEW as crash risk proxies.

The remainder of the paper is organized as follows: Section 1 discusses the institutional
background of the State Securities Commission (SSC). Sections 2 and 3 review the literature
on the SSC and crash risk, and Section 4 presents hypothesis development. Section 5
describes the data and identification methodology. Section 6 reports estimation results of
the relationship between SSC distance and crash risk measures, including robustness tests.
Section 7 concludes with a discussion and policy implications.

2. Institutional Framework and Regulatory Landscape
2.1. The Architecture of Vietnam’s Capital Market
2.1.1. State-Led Development and Market Genesis

The genesis of Vietnam’s capital market represents a distinct case of state-led finan-
cial engineering, born from the Ðổi Mới (Renovation) economic reforms. In the early
1990s, the Vietnamese government identified the establishment of a securities market as a
strategic imperative to mobilize capital beyond traditional bank-based financing, thereby
fueling national development. This initial phase was characterized by central planning,
with government bodies like the State Bank of Vietnam (SBV) spearheading research and
design efforts.

This top-down approach culminated in a pivotal strategic choice: the establishment of
the State Securities Commission (SSC) under Government Decree No. 75/CP on 28 Novem-
ber 1996 a full three years before the market commenced operations. This “regulation-
before-market” model stands in stark contrast to the organic evolution observed in many
Western economies, where regulatory frameworks often develop reactively. This deliber-
ate sequencing reflects Vietnam’s socialist-oriented market economy and embedded the
regulator at the core of market creation, shaping its institutional trajectory from the outset.

The market officially launched with the opening of the Ho Chi Minh City Securities
Trading Center (now HOSE) in July 2000, followed by the Hanoi Securities Trading Center
(now HNX) in March 2005. Its growth has been remarkable, expanding from a mere handful
of listed companies to over 700 by 2019, a trajectory mirroring the nation’s rapid economic
expansion. Figure 1 illustrates the substantial growth in listed companies and market
capitalization from 2015 onward.

Figure 1. Fluctuations of listed companies on HOSE and HNX and number of shares (2015–2025).
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2.1.2. The State Securities Commission (SSC): Mandate, Structure, and
Constrained Autonomy

The SSC is formally tasked with a broad mandate, including advising the Ministry
of Finance (MoF) on securities law, regulating market operations, licensing securities
businesses, and ensuring compliance. Its organizational evolution reveals a persistent
tension between operational necessity and political oversight. A critical juncture occurred
in 2004 when the SSC was formally merged into the MoF. This integration streamlined
policy proposals but also formalized its subordinate position within the state apparatus
(Viet Nam Chamber of Commerce and Industry [VCCI] & US Agency for International
Development [USAID], 2019).

Under the Securities Law of 2019, the State Securities Commission (SSC) is mandated
to oversee licensing, supervision, inspection, and enforcement across the national securities
market. This centralized regulatory model, typical of Vietnam’s administrative structure,
concentrates authority at the federal level. Historically, oversight relied heavily on on-site
inspections and manual verification of corporate disclosures as a practice that persisted
until the digital transition following the 2019 Law’s implementation in 2021 (OECD, 2022).

In this context, geographic distance between firms and regulators may exacerbate
monitoring costs and reduce inspection frequency, particularly for firms located far from
major administrative hubs. International assessments often highlight that Vietnam’s histor-
ical supervisory capacity and inter-agency coordination have faced resource and logistical
constraints typical of emerging markets. These institutional features suggest that regu-
latory oversight may vary systematically based on proximity, reinforcing the validity of
distance-based measures in empirical analysis. Crucially, while geographic factors such
as terrain ruggedness (Nunn & Puga, 2012) and railway accessibility determine physical
access, they are unlikely to directly influence stock price crash risk, except through their
impact on monitoring intensity and the information environment. This institutional setting
provides a robust basis for using geographic instruments to identify the causal effect of
regulatory distance on stock price crash risk.

2.1.3. The Drive for Modernization: Recent Reforms and the Pursuit of Emerging
Market Status

A primary driver of recent regulatory activity is the strategic goal of upgrading
Vietnam’s stock market from “frontier” to “emerging” status by global index providers like
FTSE Russell and MSCI. This ambition has catalyzed a wave of reforms aimed at aligning
the market with international standards.

Key changes include the Securities Law of 2019 (Law No. 54/2019/QH14), which came
into force in 2021 to improve transparency and investor safeguards. More significantly, the
Amended Securities Law (Law No. 56/2024/QH15), effective 1 January 2025, introduced a
more robust framework. It expanded the SSC’s powers to suspend or cancel offerings for
misinformation, enhanced enforcement against market manipulation, and granted foreign
investors automatic status as Professional Securities Investors (PSIs). Additionally, Circular
No. 68/2024/TT-BTC addressed the pre-funding requirement for trading, a key hurdle for
foreign investment.

These reforms highlight a tension between the dual objectives of market develop-
ment (attracting investment) and risk management (protecting investors). The targeted
“checklist” approach prioritizes reforms visible to foreign investors and index providers.
Consequently, less visible but critical domestic supervisory challenges such as the on-the-
ground monitoring of geographically distant firms may remain unaddressed, suggesting
the “spatial effect” investigated in this paper is likely to persist.
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2.2. A Comparative Analysis of Regulatory Oversight

To fully appreciate the institutional context, it is necessary to benchmark the SSC’s
capabilities against its regional peers. This perspective reveals that its challenges stem not
merely from frontier market status, but from specific lags in development, technological
capacity, and enforcement robustness.

2.2.1. Benchmarking the SSC: A Multi-Jurisdictional Perspective

The U.S. SEC serves as a useful, albeit aspirational, benchmark. It functions as a fully
independent federal agency, led by five presidentially appointed, Senate-confirmed com-
missioners, ensuring a degree of political neutrality. Its vast resources support advanced
technological infrastructure, most notably the Electronic Data Gathering, Analysis, and
Retrieval (EDGAR) system, which provides a centralized, real-time repository of corporate
filings, alongside sophisticated data analytics for enforcement.

A more relevant comparison as shown in Table 1, however, is with regulators in fel-
low ASEAN emerging markets. The Securities Commission Malaysia (SC), for instance,
demonstrates a higher level of regulatory maturity. It is a self-funded statutory body with a
comprehensive structure that includes a dedicated Audit Oversight Board (AOB) to ensure
high-quality financial reporting. The SC has been at the forefront of financial innovation,
establishing clear regulatory frameworks for equity crowdfunding (ECF), peer-to-peer (P2P)
financing, digital asset exchanges (DAX), and, most recently, the tokenization of capital mar-
ket products. Its adoption of the XBRL common reporting platform further enhances data
accessibility and analysis. Similarly, the Securities and Exchange Commission, Thailand
(SEC), has been proactive in modernizing its legal framework to align with international
standards and address the complexities of digital finance. It has issued specific regulations
governing digital asset businesses, defined the status of “investment companies” to pre-
vent regulatory arbitrage, and employed a “regulatory guillotine” project to review and
streamline outdated rules, reducing the compliance burden on the private sector.

Table 1. Comparative Analysis of Securities Regulators: Vietnam, U.S., Malaysia, and Thailand.

Feature
State Securities

Commission
(Vietnam)

U.S. Securities and
Exchange Commission

Securities Commission
Malaysia

Securities and
Exchange Commission,

Thailand

Independence and
Structure

Operates under the
Ministry of Finance

(MoF); granted
operational autonomy
in 2009. Structurally
centralized in Hanoi.

Independent federal
agency; five

commissioners
appointed by the

President and
confirmed by

the Senate.

Self-funded statutory
body with a

comprehensive
structure, including a

dedicated Audit
Oversight

Board (AOB).

An independent agency
that operates under the
purview of the Ministry

of Finance but with
significant

operational autonomy.

Technological
Infrastructure

Lacks a modern,
comprehensive

disclosure system like
EDGAR; relies heavily
on manual review. The

KRX trading system
became operational

in 2025.

Advanced systems,
including EDGAR for
public disclosure and

sophisticated data
analytics for
enforcement

and surveillance.

Advanced digital
frameworks for ECF,
P2P financing, and
digital assets (DAX)

utilize a common
reporting

platform (XBRL).

Proactive regulation of
digital assets; actively

developing and
modernizing digital

frameworks and
trust laws.
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Table 1. Cont.

Feature
State Securities

Commission
(Vietnam)

U.S. Securities and
Exchange Commission

Securities Commission
Malaysia

Securities and
Exchange Commission,

Thailand

Enforcement Capacity
and Focus

Primarily
administrative fines for

disclosure and
reporting violations.

Possesses limited
independent

investigative powers.

Broad civil and
administrative powers,
including litigation and

significant monetary
penalties; refers

criminal cases to the
Department of Justice.

Robust criminal, civil,
and administrative

enforcement actions. In
2023,

140 administrative
sanctions with

~RM20M in penalties.

Employs criminal, civil,
and administrative

fines. Collected 130.93
million Baht in fines in

the first half of 2023.

Recent Strategic
Initiatives

Achieving “Emerging
Market” status,
amending the

Securities Law to align
with international

standards, and
streamlining foreign

investment rules.

Focus on emerging
risks such as

cybersecurity (e.g.,
SolarWinds case),

crypto-assets, and ESG
disclosure

requirements.

Digital transformation
(e.g., tokenization

framework), promoting
sustainable finance

(SRI), and enhancing
financing for MSMEs.

Modernizing legal acts
via a “regulatory

guillotine”; advancing
digital asset regulation
and trust law reform.

This comparative analysis demonstrates that while all emerging markets face chal-
lenges, the SSC lags its regional peers in key areas of technological adoption and regulatory
innovation. This lag amplifies the importance of traditional, physical-based monitoring,
making geographical proximity a more potent factor.

2.2.2. Enforcement Realities in a Frontier Market

The SSC’s enforcement actions primarily consist of administrative sanctions, such as
monetary fines, for violations related to information disclosure and corporate governance.
For instance, in a 2024 case, Quoc Te Holding Joint Stock Company was fined a total of
377.5 million VND for multiple infractions, including late disclosure of financial reports,
publishing incorrect profit figures, and violating regulations on related-party transactions.
Similarly, Dua Fat Group JSC was sanctioned in 2025 for late and incomplete disclosures.
These actions, while necessary, reflect a focus on relatively straightforward compliance
breaches rather than complex market fraud.

The scale of these enforcement activities stands in stark contrast to that of its regional
counterparts. In 2023 alone, the SC Malaysia initiated 19 new investigations, imposed
140 administrative sanctions with penalties totaling RM19.53 million (approximately 104 bil-
lion VND), and secured court-ordered civil penalties of RM4.81 million. It also froze and
seized approximately RM100 million in assets related to a single money laundering investi-
gation. This quantitative disparity starkly illustrates the resource and capacity gap between
the two regulators.

A fundamental constraint on the SSC is its stated lack of independent investigative
power. Unlike regulators that can conduct their own comprehensive investigations into
complex fraud, the SSC often must refer suspicious cases to other state authorities, such
as the police. This structural limitation fragments the enforcement process, creates delays,
and weakens the overall deterrent effect of its oversight activities. The following table
summarizes these key institutional differences, providing a clear rationale for why geo-
graphical distance is hypothesized to be a particularly powerful explanatory variable for
firm behavior in Vietnam.
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3. Theoretical Foundations and Literature Review
3.1. Regulatory Proximity, Information Environment, and Crash Risk

Stock price crashes impose substantial costs on investors and undermine market
stability, particularly in emerging markets where information asymmetry is severe. In
Vietnam, several high-profile crashes of large HOSE-listed firms headquartered far from
Hanoi illustrate this vulnerability: the 2022 crashes of FLC Group and Louis Holdings (both
based in the South) wiped out more than 90% of their market value within weeks after
prolonged concealment of negative information was revealed (Dinh & Tran, 2023). Similarly,
the 2023–2024 bond and margin-call scandals primarily involved southern real-estate giants
located over 1500 km from the SSC headquarters. These events raise a critical question:
why do large, seemingly well-monitored firms repeatedly experience extreme price drops?

Vietnam features a distinctive North–South geographic layout with an uneven distri-
bution of firms, where most economically significant companies are concentrated in Ho Chi
Minh City and the southern provinces. In contrast, the State Securities Commission (SSC)
operates through a single headquarters located in Hanoi, creating a structural imbalance in
regulatory oversight and enforcement capacity.

In an emerging market where political influence and corruption remain present, such
geographic distance increases monitoring costs, limits direct information collection, reduces
the frequency of onsite inspections, and restricts access to local soft information. These
constraints weaken enforcement effectiveness and allow managers to withhold bad news
for longer periods. Once the accumulated negative information is eventually released, it
can trigger severe stock price crashes.

Although this mechanism has been discussed in some international literature, empiri-
cal evidence in the context of emerging markets like Vietnam is still scarce. Thus, Vietnam
offers a suitable empirical setting to establish a causal link between regulatory distance
and firm-level stock price crash risk. The next sections synthesize theoretical and empirical
literature to construct a clear, logical framework connecting geographical distance from
a regulator to firm-level stock price crash risk. The argument posits that in the specific
institutional context of Vietnam, regulatory distance exacerbates information asymmetries,
which in turn facilitates the managerial behavior that leads to crashes.

3.2. The Economics of Regulatory Distance and Supervisory Intensity

A growing body of literature establishes geographical distance as a potent proxy
for monitoring costs and supervisory intensity. The foundational work by Kedia and
Rajgopal (2011) demonstrates that resource-constrained regulators are more likely to initiate
enforcement actions against geographically proximate firms, as proximity lowers the costs
of investigation, travel, and information acquisition. It also increases the likelihood of local
whistleblowing, further deterring misconduct.

However, the standard interpretation that distance directly causes opacity may be
overly simplistic when applied to an emerging market like Vietnam. The Vietnamese land-
scape is characterized by a complex interplay of informal institutions, political connections,
and regional disparities that potentially mediate this relationship. Therefore, while geo-
graphical distance is a significant predictor, its effect is likely channeled and amplified by
these distinct, market-specific factors. Furthermore, we propose incorporating mediating
variables such as the role of social networks and political patronage (which may substitute
for formal oversight), regional differences in social trust and capital, and the quality of
local infrastructure (which may mitigate effective distance). These factors are essential for a
nuanced understanding of corporate governance dynamics in emerging Southeast Asia.
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3.3. Information Asymmetry and the Bad News Hoarding Hypothesis

The central theoretical mechanism linking weak oversight to crash risk is the agency-
based view of information opacity. Seminal work by L. Jin and Myers (2006) posits that a
significant asymmetry exists between corporate insiders and outside investors. Driven by
incentives related to career preservation and compensation, managers are motivated to conceal
“bad news,” leading to stock overvaluation. When this accumulated negative information is
eventually revealed, it triggers a substantial price decline (Hutton et al., 2009).

Managers withhold bad news for various reasons, including financial reporting opacity
(Hutton et al., 2009), tax avoidance (J. B. Kim et al., 2011a), and opportunistic behavior
(J. B. Kim et al., 2011b). Factors like managerial ownership and anti-takeover protections
(Bhargava et al., 2017) can further incentivize concealment.

The effectiveness of a regulator lies in its ability to disrupt this process by increasing the
perceived cost of non-disclosure (McClellan, 2025). Robust oversight reduces a manager’s
ability to hoard bad news undetected. Conversely, weak or distant supervision creates
an environment where such behavior is less costly (J. Y. Jin & Liu, 2024). Geographical
distance from the SSC headquarters directly contributes to this weakness by increasing
communication costs and reducing the frequency of inspections, thereby exacerbating
information asymmetry.

Recent empirical work in Vietnam validates the critical role of information asymmetry
in driving crash risk. Studies show that CSR disclosure reduces crash risk by enhancing the
information environment (Cao et al., 2023), and that asymmetry is a key channel through
which foreign investor actions (Vo, 2020) and CEO power (Tran et al., 2023) affect crash
risk. This evidence strongly suggests that information asymmetry is the primary channel
through which the effect of regulatory distance is transmitted.

3.4. The Primacy of External Monitoring in a Weak Governance Environment

The impact of regulatory distance is magnified by Vietnam’s distinctive corporate
governance landscape. In principle, robust internal governance can substitute for external
oversight. However, Vietnam’s system exhibits features that limit internal monitoring
effectiveness, making external monitoring paramount.

A defining feature is high ownership concentration, with many firms controlled by
founding families or the state. The state often holds substantial stakes in listed firms,
particularly large ones. In contrast, non-SOEs typically lack political connections and
state patronage, making them more vulnerable to weak institutional environments. This
increases their demand for stronger external monitoring to mitigate managerial incentives
to conceal information (Ha & Frömmel, 2020).

Recently, as technological advancement has accelerated, a growing body of research
has examined how digital tools may attenuate the sensitivity of firms to geographic distance
in developed markets. Similarly, Hategan et al. (2022) find that during the COVID-19 period,
the adoption of remote monitoring technologies, implemented to overcome constraints on
in-person engagement, enhanced audit effectiveness across the EU, investigate how the
auditors identified the impact of COVID-19 on the companies’ annual financial statements
and considered this impact as a key audit matters in the reports issued and the factors that
influenced their reporting.

In emerging Asian markets, however, geographic information asymmetry remains pro-
nounced. Su et al. (2024) document that the role of the geographic distance of independent
directors in stock price crash risk was explored in China. Martin (2025) report comparable
patterns in Indonesia, where centralized oversight by OJK in Jakarta results in significantly
higher bad news withholding among firms located outside Java. Their findings also exam-
ine the impact of recent regulatory reforms introduced by OJK on the capital market and
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indicate that enhanced disclosure requirements, digital reporting systems, and simplified
compliance procedures significantly improve market transparency, operational efficiency,
and investor protection, particularly for retail investors. Ma et al. (2021) observe that the
direct effect of the pandemic on the Chinese market is the most prominent, and government
policies can significantly reduce the negative impact of the pandemic on SMEs indirectly,
yet substantial distance-related disparities persisted for firms located farther away.

For these firms, greater distance from the SSC exacerbates crash risk. Managers in
highly corrupt regions or in private firms face stronger incentives to engage in bribery
to conceal adverse information, heightening the likelihood of sudden price crashes when
the news is revealed. In this environment, the SSC plays the primary, and often sole,
role in constraining managerial opportunism. The system relies heavily on this external
mechanism to protect minority shareholders. Consequently, any factor that undermines the
SSC’s effectiveness such as geographic distance, which raises supervisory costs removes
a critical layer of discipline. This disproportionately increases the likelihood of bad news
hoarding and subsequent crashes. The combination of a centralized, constrained regulator
and weak internal governance creates a setting where the shadow of regulatory proximity
is highly salient.

4. Research Hypothesis
In this study, we examine some hypotheses about a positive relationship between

regulatory distance and stock price crash risk in Vietnam, with particular attention to how
political connections, state ownership, corruption, and recent legal reforms shape this
association in Vietnam. Prior studies in developed markets emphasize that geographic
proximity to regulators reduces investigation costs and strengthens monitoring. For ex-
ample, Kedia and Rajgopal (2011) highlight that weak enforcement environments increase
managers’ incentives to conceal adverse information. However, because institutional con-
texts differ significantly between developed and emerging markets (La Porta et al., 1998),
we propose a distinct mechanism tailored to Vietnam. Political connections and corruption
play a prominent role in shaping corporate behavior. Faccio (2006) and Fan et al. (2007)
show that politically connected firms benefit from preferential treatment, while D. Chen
et al. (2011) and Ang et al. (2013) find that SOEs enjoy implicit guarantees that weaken
disciplinary mechanisms. Moreover, weak governance and high corruption heighten incen-
tives for managers to hide bad news (Hutton et al., 2009; Bushman et al., 2004), and firms
adapt differently to such environments (Sequeira & Djankov, 2014). Thus, the relationship
between proximity to the SSC and crash risk may be mediated by distinctive characteristics
of emerging markets such as political influence and corruption intensity.

Turning to the regulatory capacity of the SSC, institutional constraints further ex-
acerbate monitoring challenges. Although the SSC was granted financial autonomy in
2009, it remains fiscally dependent on the Ministry, resulting in budget limitations, lack
of advanced technology (e.g., AI or remote surveillance systems), and the inability to
establish regional offices (World Bank, 2010). This creates supervisory gaps, particularly
for firms listed on the Ho Chi Minh City Stock Exchange (HOSE), nearly 1700 km from
the SSC headquarters in Hanoi. Limited inspection frequency in these regions allows
managers to conceal negative information and manipulate data, reinforcing “informed
crime” behavior. Meanwhile, the SSC’s enforcement capacity remains constrained by scarce
resources and weak infrastructure (International Finance Corporation, 2011). Consequently,
these institutional insights and prior empirical evidence guide the development of our
testable hypotheses.
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Hypothesis 1. The regulatory distance between firms and SSC headquarters is positively related
to stock price crash risk.

Furthermore, the institutional and corporate governance context in Vietnam is quite
distinct. A key feature is the high concentration of ownership, as many Vietnamese
firms are either family-founded or state-controlled. In listed firms, the state often retains
substantial ownership, becoming either the controlling shareholder or one of the largest
shareholders, particularly in large firms (World Bank, 2006). It is also common for state-
owned enterprises (SOEs) to appoint the Chief Executive Officer (CEO) as the Chairman of
the Board immediately after listing (World Bank, 2006). This duality entrenches managerial
power and reinforces political connections, allowing SOEs to benefit from state patronage
and shielding them from weak institutional environments compared to non-SOEs. In
contrast, managerial entrenchment is also significant in non-SOEs and family firms, where
ineffective board structures and concentrated ownership exacerbate agency conflicts. Prior
studies suggest that CEO ability is correlated with the riskiness of corporate decisions,
and highlight that family members serving simultaneously as CEOs and board chairmen
increase firm risk by consolidating control rather than aligning shareholder interests.

Institutional heterogeneity across provinces further complicates this setting. Following
policy reforms, Tuyen et al. (2016) observed substantial variation in compliance with legal
frameworks and law enforcement across formal institutions. Evidence from the Provincial
Competitiveness Index (PCI) report by Viet Nam Chamber of Commerce and Industry
[VCCI] and US Agency for International Development [USAID] (2019) similarly shows that
governance quality remains uneven across regions. By the end of 2024, Vietnam consisted
of 63 provinces, but only a subset achieved notable reductions in corruption through
improvements in the investment climate, business environment, and economic governance,
while others lagged behind. Firms located in low-corruption provinces operate in more
transparent environments, which reduces managerial incentives to conceal information.
These insights extend the literature on corporate governance and disclosure (Leuz et al.,
2003; L. Jin & Myers, 2006) by demonstrating that the effect of regulatory distance on crash
risk depends on institutional characteristics particularly salient in emerging Asian markets.

Against this backdrop, we also examine the moderating effect of legal reforms. The
2019 Securities Law, effective from 1 January 2021, introduced comprehensive changes
aimed at improving the quality of Vietnam’s stock market. These include stricter require-
ments for timely disclosure, harsher penalties for violations, and enhanced monitoring
capacity of the SSC through technological upgrades and new clearing and settlement regu-
lations. According to Baker McKenzie (2024), the law introduced new provisions on private
placements, strengthened public firms’ accountability, and raised the maximum penalty
for market manipulation to VND 3 billion, thereby reducing systemic risk by promoting
transparency. This effect is analogous to the Sarbanes–Oxley Act (SOX) of 2002 in the U.S.,
which reduced crash risk by constraining earnings management (Hutton et al., 2009). In
the Vietnamese context, the law addressed prior weaknesses such as weak enforcement
and opaque disclosure, both of which had contributed to higher crash risk before 2019.
The World Bank (2023) reports that the law improved the market transparency index, with
disclosure violations declining from 45 cases in 2020 to around 30 cases in 2023, particularly
among firms located farther from the SSC due to enhanced electronic supervision and
remote inspections. Moreover, Dinh and Tran (2023) show that following the reform, stock
liquidity increased and crash risk decreased among non-SOEs, as the law required stricter
periodic financial reporting, thereby limiting managerial incentives to conceal bad news
(L. Jin & Myers, 2006). We therefore argue that such legal reforms attenuate the effect of
geographic distance on crash risk. Accordingly, our second hypothesis investigates whether

https://doi.org/10.3390/ijfs14010021

https://doi.org/10.3390/ijfs14010021


Int. J. Financial Stud. 2026, 14, 21 12 of 33

these institutional and legal changes strengthen or weaken the relationship identified in
the first hypothesis.

Hypothesis 2a. The effect of regulator distance on crash risk is stronger for non-SOEs and regions
with high local corruption.

Hypothesis 2b. The effect of regulator distance on crash risk no longer exists after the implemen-
tation of the Securities Law 2019.

5. Data and Methodology
5.1. Data Source

Data for this study were collected from multiple reliable sources, including weekly
stock price data from the official websites of the Hanoi Stock Exchange (HNX), the Ho Chi
Minh City Stock Exchange (HOSE), and Investing.com, as well as firm-level financial data
from Fiinpro, covering the fiscal years from 2010 to 2024. This extended time frame enables
a long-term analysis that captures both the development and volatility of Vietnam’s stock
market. Vietnam’s capital market remains relatively small and is predominantly regulated
by a single authority (as the SSC) with limited involvement from other supervisory bodies.
Accordingly, this study includes firms across all sectors to more comprehensively reflect the
characteristics of the Vietnamese market and to avoid overlooking sector-specific dynamics.
To enhance the reliability of the stock price crash risk measurement, we exclude firms
with fewer than 30 trading weeks and insufficient observations with crash risk measures
and control variables, as insufficient trading frequency may undermine the stability of
the analysis. Based on the filtered sample, we collect detailed firm-level data spanning
from 2010 to 2024, focusing on key variables related to stock prices, financial performance,
and corporate governance. After removing observations with missing or extreme values
(outliers), we construct an unbalanced panel consisting of 693 firms, yielding 7772 firm-
year observations. Table 2, Panel A details our sample selection procedures. These firms
are classified according to the Industry Classification Benchmark (ICB), encompassing a
wide range of industries. Panel B presents our sample distribution by industries. The
unbalanced nature of the dataset reflects the actual dynamics of Vietnam’s stock market,
where the number of listed firms and trading frequency vary significantly across sectors
and geographic regions.

Table 2. Distribution of the sample.

Panel A. Sample Development

Number of Observations

Initial sample 11,055
Less financial investment fund firms 210
Less observations with fewer than 30 trading weeks 457
Less insufficient observations with crash risk measures and
control variables 2616

Final Sample 7772
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Table 2. Cont.

Panel B. Industry Distribution of the Sample

Industry No. of Firms % No. of Observation %

Basic Materials 96 15 976 13
Banks 20 4 300 5
Consumer Goods 96 15 1034 13
Consumer Services 52 9 728 9
Industrials 230 30 1851 27
Financials 96 14 1440 17
Oils and Gas 5 1 70 1
Health Care 25 4 350 4
Telecommunications 1 0.1 15 0.2
Technology 17 2 238 2.8
Utilities 55 7.9 770 9
Total 693 100 7772 100

Notes: This table outlines the sample development process and industry distribution. Panel A presents the sample
development process utilized in the analysis, while Panel B reports the sample distribution across industry groups,
based on the Industry Classification Benchmark (ICB) system. Appendix A provides detailed descriptions of
these variables.

5.2. Measures of Crash Risk

In this study, we utilize two established measures of crash risk, consistent with prior
research (J. Chen et al., 2001; L. Jin & Myers, 2006; J. B. Kim et al., 2011a, 2011b). Initially, we
calculate weekly returns for each firm and year to identify firm-specific factors influencing
crash risk. A firm’s weekly abnormal returns are defined as Wj,t = ln(1 + εj,t), where εj,t is the
residual term estimated from the following firm-specific regression of weekly raw returns:

Rj,t = αj + β1Rm,t−2 + β2Rm,t−1 + β3Rm,t + β4Rm,t+1 + β5Rm,t+2 + εj,t (1)

where Rj,t is the return on individual stock j in week t and Rm,t is the return of the Vietnam
equity market index (HOSE is VNINDEX and HNX is HNX-index) in week t.

The first measure of crash risk is firm-specific negative conditional skewness
(NCSKEW). Following J. Chen et al. (2001) and J. B. Kim et al. (2011a, 2011b), we es-
timated as the residuals from the market model to measure negative conditional skewness
as the third moment of firm-specific weekly returns and scaled by the standard deviation
of firm-specific weekly returns for each stock and each year. Specifically, NCSKEW for each
firm j in year t is calculated by the cube of the standard deviation:

NCSKEWj,t = −1 ∗
[
n(n − 1)3/2∑ Wj,t

3
]
/
[
(n − 1)(n − 2)(∑ Wj,t

2)3/2
]

(2)

If the distribution of residual returns is negatively skewness (i.e., higher NCSKEW),
it indicates a greater likelihood of extreme negative returns, reflecting higher stock price
crash risk. Conversely, a positive skewness distribution (i.e., lower NCSKEW) suggests a
higher probability of potential stock price increases.

The second measure is DUVOL, which is also referred to as the down-to-up volatility
ratio measured over the entire fiscal year (An & Zhang, 2013; Y. Kim et al., 2014). Following
J. Chen et al. (2001) and J. B. Kim et al. (2011b), we estimate the standard deviations of
firm-specific weekly returns during the up weeks when the firm-specific weekly returns are
above its annual mean and during the down weeks when the firm-specific weekly returns
are below its annual mean. We then calculate DUVOL which is the logarithm of the ratio
of the standard deviation on down weeks to the standard deviation on up weeks (An &
Zhang, 2013). In this setting, DUVOL measures the relative volatility of negative residual
returns compared to positive residual returns. A higher DUVOL indicates that the volatility
of downside is greater than upside, suggesting that earnings tend to fluctuate more during
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price declines, reflecting higher stock price crash risk. More precisely, DUVOL is calculated
as follows:

DUVOL = ln

(
(nu − 1)∑Down W2

j,t

(nd − 1)∑Up W2
j,t

)
(3)

where nu and nd denote the number of up and down weeks that firm j has over a fiscal year
t, respectively.

5.3. Measures of SSC Distance

We measure proximity to SSC enforcement as the distance between the firm’s head-
quarters and the SSC headquarters. In Vietnam, the headquarters of the SSC is located
in Hanoi, serving as the central authority for regulating and supervising the securities
market. To determine the geographic location of listed firms, business address data were
manually collected from Vietstock.vn, a reliable source that provides comprehensive and
accurate company information. Based on this data, the geographic distance (in kilometers)
from each firm’s headquarters to the SSC headquarters was calculated using Google Maps,
ensuring measurement precision. This approach allows for a clear depiction of the spatial
distribution of firms across the country, ranging from those located near Hanoi, such as
those listed on the Hanoi Stock Exchange (HNX), to those situated farther away, including
firms on the Ho Chi Minh City Stock Exchange (HOSE).

Following the proximity measure proposed by Kedia and Rajgopal (2011), we employ
the variable ln(SSCdtc) is the natural logarithm of the distance (in kilometers) from the SSC
headquarters to each firm’s registered headquarters. The use of the natural logarithm helps
mitigate the influence of outliers and captures the potential nonlinear relationship between
distance and stock price crash risk. Second, the firms are located farther than 500 km from
the SSC headquarters (SSC distance > 500 km dummy = 1) as the primary indicators for as-
sessing the effect of geographic distance. The 500 km threshold is grounded in institutional
constraints rather than arbitrary discretization. Given the highly centralized structure of
the SSC and its historical reliance on on-site inspections, monitoring firms beyond this
radius typically necessitates multi-day travel and significantly higher coordination costs.
This creates a discrete escalation in enforcement frictions. In the context of Vietnam’s
transportation infrastructure, this distance represents a critical operational boundary, sepa-
rating firms accessible for same-day inspections from those requiring multi-day missions.
Consequently, the 500 km threshold effectively captures a hard policy limit to centralized
regulatory capacity. To enhance reliability, we cross-checked the address data and corrected
any inconsistencies, ensuring the measure accurately reflects firms’ geographic proximity
to the SSC. This methodology is not only contextually appropriate but also provides a solid
foundation for testing the hypothesis that greater distance from the SSC is associated with
increased crash risk due to weaker regulatory oversight.

5.4. Control Variables

We further introduce a set of firm-level control variables to account for the influence
of company- and industry-specific characteristics, thereby ensuring a comprehensive and
accurate analysis of stock price crash risk. Specifically, the control variables include FIRM-
SIZE, DA, MB, TAT, and ROA, which are designed to capture firm size, financial leverage,
market-to-book ratio, asset utilization efficiency, and return on assets, respectively. These
variables are constructed following established methodologies in prior literature (Dai et al.,
2019; Y. Kim et al., 2014; Lee, 2016). Incorporating these variables not only allows us to
control for internal firm characteristics but also enables a more precise estimation of the
relative effect of geographic distance to the SSC within the Vietnamese market context.
This is particularly important in the study of stock price crash risk, as firm-level factors
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such as leverage and size may interact with weaker regulatory oversight associated with
greater geographic distance. We lag all control variables to mitigate but not eliminate
potential endogeneity concerns due to reverse causality. We include industry fixed effects
and year fixed effects to control for time-invariant industry characteristics and common
macroeconomic shocks. Appendix A provides detailed explanations and definitions of the
variables used in this analysis.

5.5. Empirical Design

We investigate the impact of the distance to SSC headquarters on stock price crash risk
by estimating the following model:

CRASHRISKi,t = α + β ∗ [ln (SSCdtc)i,t−1/SSC distance > 500 km dummyi,t−1] + ∑ γj ∗ Control j
i,t−1 + θn + δt + εi,t (4)

where i and t refer to stock i and year t, respectively. CRASHRISKi,t represents one
of two empirical measures of crash risk for firm i in year t (NCSKEWt and DUVOLt).
ln(SSCdtc)i,t−1 and SSC distance > 500 km dummyi,t−1 are employed as the primary mea-
sure of proximity to SSC enforcement for firm i in year t − 1. Control is a vector of control
variables discussed above, α is the parameter to be estimated, θn is the industry fixed
effect, δt is the year fixed effect, and ε is the error term. All variables are summarized in
Appendix A.

6. Results and Discussion
6.1. Descriptive Statistics

Table 3 reports the descriptive statistics for the variables used in our main regression
models. The two crash risk measures, NCSKEWt and DUVOLt, are similar in distribution.
The means of NCSKEWt and DUVOLt are negative at −0.393 and −0.295, respectively.
These results are much higher than in previous studies, such as the Vietnam-based study
by Vo (2020) that reports mean values of NCSKEW(0.168) and DUVOL(0.052) in the period
2007–2015. It indicates that stock price crash risk in the Vietnam market is more negative
because this market has become increasingly volatile (e.g., COVID-19 and the 2022 liquidity
crisis in Vietnam). The average distance to the SSC is about 910 km; approximately 63.5%
of firms are located farther than 500 km from the SSC headquarters (SSC distance > 500 km
dummy). The results also indicate that 45.4% of firms are listed at HNX (EX = 0.454), with
the remainder at HOSE.

Table 3. Summary statistics.

N Mean SD MIN MAX P25 P50 P75

NCSKEW 7772 −0.393 1.034 −6.639 6.515 −0.891 −0.394 0.067
DUVOL 7772 −0.295 0.633 −3.651 5.101 −0.681 −0.313 0.054

SSC distance 7772 909.704 769.461 3.094 1968.026 15.996 1083.944 1701.007
ln(SSCdtc) 7772 5.462 2.291 1.099 7.584 2.708 6.987 7.438

SSC distance > 500 km dummy 7772 0.635 0.481 0.000 1.000 0.000 0.000 1.000
EX 7772 0.454 0.498 0.000 1.000 0.000 0.000 1.000

FIRMSIZE 7772 11.994 0.795 10.132 15.264 11.445 11.917 12.403
DA 7772 0.479 0.231 0.001 1.182 0.299 0.489 0.654
MB 7772 1.097 0.721 −3.017 3.934 0.595 0.910 1.411
TAT 7772 1.178 1.092 0.000 10.551 0.436 0.949 1.637
ROA 7772 0.058 0.081 −0.996 0.784 0.015 0.045 0.087
SOEs 7772 0.029 0.167 0.000 1.000 0.000 0.000 1.000

IC 7772 6.043 1.030 3.525 8.942 5.120 6.245 6.772

Notes: This table reports the summary statistics on crash risk variables and other variables to examine the impact
of the distance between firm headquarters and SSC officials on crash risks. The sample includes 7772 firm-year
observations (693 firms) from 2010 to 2024. Appendix A provides detailed descriptions and data sources for
these variables.
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6.2. Baseline Regression

This section empirically investigates the relationship between the distance from firms
to the headquarters of the SSC and stock price crash risk. Following previous studies, we
control for other determinants of crash risk (J. Chen et al., 2001; Hutton et al., 2009; J. B.
Kim et al., 2011a, 2011b). We employ a high-dimensional fixed effects regression model
using independent and dependent variables measured at the lagged in time to examine
the future effect of distance on crash risk. All variables are lagged by one year relative to
the crash risk variables. We also control for lagged crash risk in the regression to address
reverse causality.

Table 4 presents the regression results for Equation (4) with two main variables
ln(SSCdtc)t−1 and SSC distance > 500 km dummyt−1, respectively. Columns (1), (2), (3)
and (4) report the regression outcomes with year and industry fixed effects, examining
the impact of geographical distance to the SSC headquarters on stock price crash risk
using two measures, DUVOLt and NCSKEWt. We observe that ln(SSCdtc)t−1 and SSC
distance > 500 km dummyt−1 are positively associated with greater volatility of down
weeks relative to up weeks (DUVOLt, Column (1) and Column (3), coefficients = 0.00962
(0.0480), p-value < 0.010), and positively associated with negative conditional skewness
of the weekly stock return distribution (NCSKEWt, Column (2) and Column (4), coef-
ficients = 0.0187 (0.0906), p-value < 0.010). For each one-unit increase in ln(SSCdtc)t−1,
DUVOLt increases by 0.00962 units, and NCSKEWt increases by 0.0187 units. This suggests
that geographical distance amplifies stock price crash risk across both dimensions. First, it
indicates a rise in negative skewness (DUVOL), reflecting stronger adverse market reactions
to negative news. Second, it highlights an increase in left-skewed stock returns (NCSKEW),
suggesting a higher probability of crash events. Additionally, the effect of the lagged
dependent variable is found to be insignificant, suggesting limited “inertia,” meaning that
crash risk does not entirely recur across years but is instead contingent on factors such as
supervisory oversight. Furthermore, the lagged variables of some control variables also
exhibit a positive influence on crash risk, as they are statistically significant. This result
strongly supports the hypothesis that greater regulatory distance from the SSC increases
risk. Overall, we interpret the results in Table 4 as evidence supporting our Hypothesis 1
that companies located farther from the SSC are at a higher risk of stock price crashes.

Table 5 presents the results of additional regressions segmented by firm type: State-
Owned Enterprises (SOEs) and Non-State-Owned Enterprises (Non-SOEs). The sample
consists of 237 firm-year observations for SOEs and 7534 for non-SOEs. Regarding the
first variable of interest, ln(SSCdtc)t−1, the coefficients for SOEs are −0.0279 (t = −1.03)
and −0.0839 (t = −1.52). Both coefficients are negative but statistically insignificant. This
suggests that the geographical distance to SSC is not associated with stock price crash
risk for SOEs. This finding is potentially attributable to the extensive political connections
and implicit government backing that SOEs enjoy, which may insulate them from the
weakened monitoring associated with greater physical distance. In contrast, for non-SOEs
(columns 3 and 4), the coefficients on ln(SSCdtc)t−1 are 0.00915 *** (t = 2.65) and 0.0185 ***
(t = 3.06). Both are positive and statistically significant at the 1% level, indicating that a
greater distance to the SSC is associated with significantly higher stock price crash risk.
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Table 4. Regression of Crash Risk on SSC Distance.

(1) (2) (3) (4)
DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 0.00962 *** 0.0187 ***
(2.87) (3.14)

SSC distance > 500 km dummyt−1 0.0480 *** 0.0906 ***
(3.08) (3.34)

DUVOLt−1 0.0292 * 0.0289 *
(1.95) (1.93)

NCSKEWt−1 0.0394 *** 0.0393 ***
(3.68) (3.66)

FIRMSIZEt−1 −0.00164 0.0473 ** −0.0019 0.0443 **
(−0.13) (2.18) (−0.15) (2.04)

DAt−1 −0.0748 * −0.119 −0.0728 −0.116
(−1.67) (−1.62) (−1.62) (−1.59)

MBt−1 0.0545 *** 0.0810 *** 0.0546 *** 0.0805 ***
(4.40) (4.06) (4.42) (4.04)

TATt−1 0.00647 −0.00110 0.00602 −0.00192
(0.98) (−0.13) (0.88) (−0.18)

ROAt−1 0.288 ** 0.627 *** 0.292 ** 0.624 ***
(2.52) (3.33) (2.55) (3.31)

_cons −0.368 ** −1.102 *** −0.340 ** −1.020 ***
(−2.44) (−4.37) (−2.30) (−4.08)

Year Fixed Effect Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes

Observations 7772 7772 7772 7772
Adjusted R-squared 0.0731 0.0775 0.0734 0.0777

Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

Table 5. The influence of the nature of business.

SOEs Non-SOEs SOEs Non-SOEs

(1) (2) (3) (4) (5) (6) (7) (8)
DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 −0.0279 −0.0839 0.00915 *** 0.0185 ***
(−1.03) (−1.52) (2.65) (3.06)

SSC distance > 500 km
dummyt−1

−0.147 −0.401 0.0465 *** 0.0904 ***

(−1.13) (−1.49) (2.94) (3.31)
Controls Yes Yes Yes Yes Yes Yes Yes Yes

_cons −0.93 −0.689 −0.359 ** −1.060 *** −1.024 −1.067 −0.323 ** −0.988 ***
(−1.01) (−0.50) (−2.26) (−3.98) (−1.19) (−0.85) (−2.06) (−3.74)

Year Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes

Observations 237 237 7534 7534 237 237 7534 7534
Adjusted R-squared 0.1329 0.1721 0.0739 0.0768 0.1391 0.1692 0.0743 0.0769

Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

This result is consistent with Hypothesis H2a, positing that the effect of geographical
distance is concentrated in non-SOEs. The lack of a governmental “safety net” may en-
courage managers at these firms to hoard more bad news, increasing the likelihood of a
future crash. The results in Panel B, which employs the SSC distance > 500 km dummyt−1,
reinforce these findings. The coefficients for non-SOEs in columns (7) and (8) are notably
larger than their continuous-variable counterparts in columns (3) and (4). This suggests that
the effect on crash risk is not just linear but is particularly pronounced for firms beyond the
500 km threshold, providing stronger support for our hypothesis. The impact of regulatory
distance is distinctly evident for non-SOEs (positive and significant) while being absent
for SOEs. This stark contrast highlights the role of state-affiliated networks in mitigating
supervisory risk and, consequently, crash risk. Overall, the consistent results across both
crash risk measures enhance the reliability of our conclusions. For further analysis, a
potential avenue is to examine the moderating effect of local corruption.
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To measure local corruption, we employ the Informal Charges Index (ICI) from the
Provincial Competitiveness Index (PCI). This index serves as a proxy for local corruption
in Vietnam, as it directly captures the prevalence of informal charges and small bribes that
firms must pay to local officials as a common manifestation of corruption in the business
environment (Nguyen et al., 2024). The ICI measures the frequency and extent of these
unofficial payments (e.g., “grease money” for administrative procedures). A lower ICI
score indicates a higher level of corruption. The index is constructed from survey responses
on the proportion of firms reporting that they must pay bribes or unofficial fees (Bai
et al., 2019). The ICI is particularly suitable for our study for several reasons. First, it is
a well-established tool for provincial-level research in Vietnam, where petty corruption
significantly impacts firm growth (and is negatively correlated with growth, as shown by
Fisman and Svensson (2007). Second, it has been widely adopted in prior studies examining
corporate investment, dividend policy, and business risk, ensuring comparability.

Table 6 presents the results of additional regressions segmented by the regional level
of corruption: low ICI and high ICI with the two main independent variables, ln(SSCdtc)t−1

and SSC distance > 500 km dummyt−1, respectively. The low-ICI sub-sample comprises
firms located in provinces with high corruption, defined as those with an ICI below the 75th
percentile (as derived from the summary statistics). The high-ICI sub-sample consists of the
remaining firms. The results provide further support for Hypothesis H2a. The impact of
geographical distance is pronounced and statistically significant only in regions with a low
ICI (regions with high levels of local corruption). In contrast, we find no significant effect
for firms in low-corruption regions (high ICI). This result carries important implications for
the Vietnamese market context. We posit that this occurs because weak monitoring from the
distant SSC is amplified by pervasive informal charges. In high-corruption environments,
the need to manage these illicit payments may incentivize managers to engage in bad
news hoarding to avoid legal or administrative scrutiny (L. Jin & Myers, 2006). Conversely,
in low-corruption regions, the insignificant coefficients suggest that greater transparency
and more effective regulatory enforcement mitigate the motive for bad news hoarding,
regardless of geographical distance (Viet Nam Chamber of Commerce and Industry [VCCI]
& US Agency for International Development [USAID], 2024).

Table 6. The influence of local corruption.

Low ICI High ICI Low ICI High ICI

(1) (2) (3) (4) (5) (6) (7) (8)
DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 0.0126 *** 0.0249 *** 0.0077 0.0186
(3.13) (3.41) (0.99) (1.53)

SSC distance > 500 km
dummyt−1

0.0600 *** 0.114 *** 0.0478 0.103 **

(3.17) (3.42) (1.49) (2.10)
Controls Yes Yes Yes Yes Yes Yes Yes Yes

_cons −0.454 ** −1.113 *** −0.0853 −0.822 ** −0.405 ** −1.015 *** −0.0623 −0.755 *
(−2.58) (−3.75) (−0.31) (−1.97) (−2.33) (−3.45) (−0.24) (−1.86)

Year Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes

Observations 5570 5570 2200 2200 5570 5570 2200 2200
Adjusted R-squared 0.0772 0.0861 0.1022 0.0833 0.0783 0.0858 0.1019 0.0839

Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

Furthermore, we proceed to segment the sample by period. From 2010 to 2024,
the Securities Law 2019 of Vietnam (Law No. 54/2019/QH14, effective from 1 January
2021) represents a significant milestone in refining the institutional framework, enhancing
market supervision, and improving transparency in the securities market. This legislation

https://doi.org/10.3390/ijfs14010021

https://doi.org/10.3390/ijfs14010021


Int. J. Financial Stud. 2026, 14, 21 19 of 33

strengthens market discipline, curtails fraudulent practices, and bolsters the SSCs’ and
investors’ control capabilities. It introduces higher administrative penalties, expands the
scope of punishable offenses, and empowers the SSC to suspend trading, revoke licenses,
and refer cases for criminal investigation. Before the Securities Law 2019, enforcement
measures were relatively lenient, lacking sufficient deterrence, while information disclosure
suffered from numerous gaps, inconsistencies, and inadequate oversight of audits (news).
This law constitutes an institutional shock, which we utilize as a demarcation point in our
analysis. Given its effective date of 1 January 2021, the sample is divided into two periods:
the pre-law period from 2010 to 2020, and the post-law period from 2021 onward.

Table 7 presents the results of subsample analysis based on the time periods before
and after the Securities Law 2019. Regression results for the pre-law period and post-law
period. As anticipated, during the pre-law period, when the legislation was not yet in
effect, two distance variables ln(SSCdtc)t−1 and SSC distance > 500 km dummyt−1 are
positive across all specifications and statistically significant. Notably, the coefficients in
columns (5) and (6) are substantially larger than those in columns (1) and (2), indicating
that during the period of weaker supervision, companies located farther from the SSC
faced a significantly higher crash risk. These findings support Hypothesis H2b, indicating
that before the 2019 Securities Law, firms located farther from the SSC faced higher crash
risk due to weaker oversight and greater information asymmetry. The subsample analysis
combining institutional reforms and geographic factors strengthens result reliability and
confirms the 2019 Law’s effectiveness in enhancing supervisory capacity. This temporal
perspective also illustrates how regulatory improvements mitigate distance-related risks
over time, offering practical implications for market stability and policy design.

Table 7. The influence of Securities Law 2019.

Before Securities
Law 2019 After Securities Law 2019 Before Securities

Law 2019 After Securities Law 2019

(1) (2) (3) (4) (5) (6) (7) (8)
DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 0.0121 *** 0.0217 *** 0.00456 0.0113
(−2.75) (−2.75) (−0.82) (−1.32)

SSC distance > 500 km
dummyt−1

0.0573 *** 0.101 *** 0.0324 0.0686 *

(2.90) (2.92) (1.28) (1.75)
Controls Yes Yes Yes Yes Yes Yes Yes Yes

_cons −0.362 * −1.093 *** −0.204 −0.795 ** −0.311 −1.002 *** −0.188 −0.750 **
(−1.87) (−3.32) (−0.83) (−2.13) (−1.64) (−3.08) (−0.77) (−2.04)

Year Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes

Observations 5064 5064 2705 2705 5064 5064 2705 2705
Adjusted R-squared 0.0781 0.0892 0.0859 0.0732 0.0789 0.0888 0.0863 0.0739

Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

6.3. Robustness Tests

Although the estimated results investigating the relationship between the distance
from companies to the SSC and crash risk are significant and align with all hypotheses, they
may be subject to bias due to endogeneity. Therefore, we employ multiple endogeneity
tests and subsample analyses to validate the hypothesis and determine whether the results
are consistent with the notion that geographical distance has a positive impact on stock
price crash risk.

6.3.1. Instrumental Variables

To further address endogeneity concerns, we employ an instrumental-variable (IV)
two-stage least-squares (2SLS) approach. For the instrumental variable, we use two

https://doi.org/10.3390/ijfs14010021

https://doi.org/10.3390/ijfs14010021


Int. J. Financial Stud. 2026, 14, 21 20 of 33

historical-geographic instruments for firm headquarters distance from regulatory author-
ities. First, terrain ruggedness is measured as the province-level mean of the Terrain
Ruggedness Index (TRI) (Nunn & Puga, 2012), obtained from the global raster dataset
(in kilometers, logged). Rugged terrain historically discouraged settlement and indus-
trial development outside major urban centers, making firms more likely to locate farther
from regulatory hubs, while being plausibly exogenous to contemporary corporate gover-
nance and crash risk after controlling for current economic conditions. Second, distance to
colonial-era railway infrastructure (Railway) is calculated as the Euclidean distance (in kilo-
meters, logged) from each firm headquarters to the nearest railway line which preserves the
core French Indochina network. Proximity to historical railways shaped early urbanization
and firm clustering near regulatory centers but is unrelated to modern disclosure practices
or bad-news hoarding. The 2SLS-IV regression results are presented in Table 8. The first-
stage regression results confirm that Terrain Ruggedness Index and distance to colonial-era
railway have a significant positive relationship with regulatory distance. Both instruments
satisfy relevance (first-stage Kleibergen-Paap F-statistic = 1968.33) and exogeneity (Hansen
J p-value = 0.411). The second-stage results show that the coefficients of the instrumented
regulatory distance are positive and significant at the 1% level across all two measures
of SPCR. That is, the positive relationship between regulatory distance and SPCR in the
baseline regression is unaffected by potential endogeneity issues.

Table 8. Two-stage least square regression.

Stage 1 Stage 2

ln(SSCdtc)t−1 DUVOLt NCSKEWt

Instruments
TRIt−1 0.0536 *

(−2.1)
Railwayt−1 1.34602 ***

(51.52)
ln(SSCdtc)t−1 0.00942 *** 0.0178 ***

(2.71) (2.95)
DUVOLt−1 0.0256 * 0.0417 ***

(1.18) (2.78)
NCSKEWt−1 0.0234 * 0.0532 ***

(1.75) (4.94)
FIRMSIZEt−1 −0.1711 *** −0.000684 0.0398 **

(−3.00) (−0.07) (2.32)
DAt−1 −0.0451 −0.0392 −0.111 *

(−0.26) (−0.97) (−1.70)
MBt−1 0.0382 0.0460 *** 0.0728 ***

(0.92) (3.79) (3.74)
TATt−1 0.01801 0.00868 0.0047

(0.58) (1.32) (0.44)
ROAt−1 0.69006 0.334 *** 0.683 ***

(1.64) (2.97) (3.76)
_cons 2.6066 *** −0.166 −0.763 ***

(3.87) (−1.39) (−3.86)
Year Fixed Effect Yes Yes Yes

Industry Fixed Effect Yes Yes Yes
Observations 7772 7772 7772

Adjusted R-squared 0.7907 0.0601 0.0639
Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

https://doi.org/10.3390/ijfs14010021

https://doi.org/10.3390/ijfs14010021


Int. J. Financial Stud. 2026, 14, 21 21 of 33

6.3.2. Interaction Term Analysis

We differ from these studies in that we examine the differential impact of the distance
to the SSC on stock price crash risk between the two exchanges, HOSE and HNX, through
the interaction variable ln(SSC_Exchange)t−1. These findings are consistent with prior
evidence of exchange-level heterogeneity in other markets. For example, Choi and Jung
(2021) documents significant differences between the main board (KRX) and the junior
board (KOSDAQ) in South Korea. In the Vietnamese context, the pronounced geographic
clustering of firms across HOSE and HNX and combined with the highly centralized loca-
tion of the SSC in Hanoi, creates an even sharper regulatory distance gradient, amplifying
the effects observed in our study.

Table 9 reports the regression results examining the relationship between stock price
crash risk (DUVOLt and NCSKEWt) and the variable ln(SSCdtc)t−1, along with its inter-
action term ln(SSC_Exchange)t−1, constructed using the dummy variable EX (HNX = 1,
HOSE = 0). The results show that greater distance to the SSC significantly increases crash
risk, particularly for HOSE-listed firms. The interaction coefficients (−0.0074 for DUVOLt

and −0.0239 for NCSKEWt) are both negative and significant, indicating that EX weak-
ens the distance effect. Specifically, when EX = 0 (HOSE), ln(SSCdtc)t−1 is positive and
significant (0.0107 * and 0.0252 *), implying that crash risk rises with distance. When EX
= 1 (HNX), the marginal effects become negligible (0.0033 and 0.0013), suggesting that
distance has little influence on crash risk for HNX firms. Overall, the results highlight that
geographic distance matters mainly for HOSE due to its greater separation from the SSC
and potential differences in supervision, transparency, and firm size. Control variables
such as MB and ROA remain significant, supporting model robustness.

Table 9. Interaction term analysis.

(1) (2)
DUVOLt NCSKEWt

ln(SSC_Exchange)t−1 −0.0074 * −0.0239 **
(−1.10) (−2.07)

ln(SSCdtc)t−1 0.0107 ** 0.0252 ***
(2.27) (3.02)

EXt−1 −0.00474 0.0404
(−0.12) (0.59)

Controls Yes Yes
_cons −0.158 −0.674 **

(−0.85) (−2.24)
Year Fixed Effect Yes Yes

Industry Fixed Effect Yes Yes
Observations 7772 7772

Adjusted R-squared 0.0741 0.0792
Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

6.3.3. Additional Control Variables

Following J. B. Kim et al. (2011a, 2011b) and many subsequent crash risk studies, we
control for market-wide stock return volatility (including new control variables HNX-index
volatility (MVHNX) and VN-Index volatility (MVHOSE)) because periods of high market
volatility are associated with higher crash risk across all firms. We also include annual
GDP growth (GDP) to control for macroeconomic conditions that may simultaneously
affect managerial incentives to withhold bad news and the likelihood of stock price crashes
(Callen & Fang, 2013; Andreou et al., 2017). The inclusion of GDP growth and market
volatility mitigates concerns that our results are driven by time-varying macroeconomic
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conditions or aggregate market sentiment. Table 10 presents the outcomes of the additional
control variables. The coefficient of two distance measures remain significantly positive.
Importantly, our main results remain robust after controlling for annual GDP growth and
market volatility, suggesting that geographic proximity captures a distinct monitoring
channel beyond aggregate economic and market conditions. The results further confirm
the robustness of the conclusion.

Table 10. Additional control variables.

(1) (2) (3) (4)
DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 0.00960 *** 0.0187 ***
(−2.86) (3.14)

SSC distance
> 500 km dummyt−1

0.0479 *** 0.0903 ***

(3.08) (3.33)
DUVOLt−1 0.0292 * 0.0289 *

(1.93) (1.92)
NCSKEWt−1 0.0393 *** 0.0393 ***

(3.67) (3.66)
FIRMSIZEt−1 0.000877 0.0462 ** −0.002 0.0441 **

(−0.07) (2.13) (−0.15) (−0.116)
DAt−1 −0.0749 * −0.12 −0.0727 −0.116

(−1.67) (−1.64) (−1.62) (−1.58)
MBt−1 0.0550 *** 0.0808 *** 0.0548 *** 0.0805 ***

(4.43) (4.04) (4.43) (4.03)
TATt−1 0.00665 −0.000117 0.0059 −0.00199

(−0.93) (−0.11) (−0.87) (−0.18)
ROAt−1 0.290 ** 0.622 *** 0.290 ** 0.622 ***

(2.54) (3.30) (2.54) (3.30)
MVHNXt−1 0.099 0.0947 0.0996 0.0957

(0.76) (0.44) (0.77) (0.44)
MVHOSEt−1 −0.101 −0.23 −0.0991 −0.226

(−0.70) (−0.98) (−0.69) (−0.97)
GDPt−1 −0.158 0.199 −0.16 0.197

(−0.31) (0.23) (−0.31) (0.23)
_cons −0.370 *** −1.082 *** −0.331 ** −1.007 ***

(−2.30) (−4.04) (−2.09) (−3.78)
Year Fixed Effect Yes Yes Yes Yes

Industry Fixed Effect Yes Yes Yes Yes
Observations 7771 7771 7771 7771

Adjusted R-squared 0.0734 0.0778 0.0736 0.0780
Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

6.3.4. Quantile Regressions

The quantile regression results indicate that the positive relationship between geo-
graphic distance and crash risk is statistically insignificant in the lower tail of the distribu-
tion, but becomes progressively stronger and more significant at the median and, notably,
in the upper tail. This pattern is consistent with bad-news-hoarding theory, which posits
that greater physical distance intensifies managerial incentives to conceal unfavorable
information rather than increasing transparency uniformly. The positive, increasing, and
statistically significant coefficients at higher quantiles offer more compelling evidence than
mean-based (OLS) estimates, showing that distance amplifies crash risk precisely in the re-
gion of the distribution that is most economically relevant—the extreme right tail. Table 11
presents the quantile regression results. Finally, the finding that distance is insignificant in
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the lower quantiles yet large and highly significant in the upper quantiles provides strong
support for our hypotheses. These enhancements reassure us that our findings are not
driven by omitted macro shocks or model misspecification.

Table 11. Quantile regressions.

10th 25th 50th 75th

(1) (2) (3) (4) (5) (6) (7) (8)
DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 0.0179 *** 0.00933 0.00943 ** 0.0163 *** 0.00647 ** 0.0113 *** 0.0106 *** 0.0107 **
(3.71) (1.00) (2.57) (2.91) (2.02) (2.70) (2.95) (2.46)

Controls Yes Yes Yes Yes Yes Yes Yes Yes
_cons −1.027 *** −2.047 *** −0.484 *** −1.269 *** 0.00284 −0.0175 0.377 ** 0.342 *

(−5.16) (−5.34) (−3.20) (−5.49) (0.02) (−0.10) (2.54) (1.91)
Year Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes

Industry Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes
Observations 7772 7772 7772 7772 7772 7772 7772 7772

Adjusted R-squared

Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

6.3.5. Extension of Windows

The extension of the window period is incorporated alongside the objective of testing
the robustness of the results, while also uncovering lagged effects from the independent
variables that may not manifest immediately and reducing noise from short-term fluctua-
tions, thereby enhancing the model’s reliability. Throughout the study, we lag ln(SSCdtc)
and other control variables to closely observe their effects. However, selecting a one-year
time lag between the dependent and independent variables may be inadequate for exam-
ining the long-run effect of ln(SSCdtc) on crash risk, as the distance to the supervisory
authority does not produce immediate impacts but becomes evident only after several
years. Following the approach of Callen and Fang (2013), we extend the evaluation period
to three years ahead to further test the predictive power of ln(SSCdtc). If ln(SSCdtc) serves
as an effective tool for forecasting future risk trends, this relationship may persist over a
longer duration. Additionally, this extended window allows for a more comprehensive
assessment of cumulative supervisory effects, accounting for potential delays in regulatory
responses or firm adjustments, which could provide deeper insights into the sustained
influence of geographical distance on crash risk dynamics.

The results of Table 12 reported in Columns (1) and (2) show that ln(SSCdtc) in year
t − 1 has a significant impact on NCSKEW and DUVOL in year t + 1, and Columns (1) and
(2) show that ln(SSCdtc) in year t−1 has a significant impact on NCSKEW and DUVOL
in year t + 2. Overall, these results demonstrate that the distance from a company to the
headquarters of the SSC in the past can predict future stock price crash risk. This provides
stronger evidence of causality compared to a contemporaneous relationship, as the risk
manifests after the distance factor has already been established. Greater distance leads
to a decline in supervisory effectiveness or information access, and these consequences
do not occur immediately but rather after a time lag. Furthermore, this lagged effect
underscores the cumulative nature of regulatory oversight challenges, suggesting that
prolonged exposure to reduced supervision may amplify vulnerabilities, thereby reinforcing
the temporal dimension of the causal mechanism linking distance to crash risk.
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Table 12. Extended window approach.

(1) (2) (3) (4)
DUVOLt+1 NCSKEWt+1 DUVOLt+2 NCSKEWt+2

ln(SSCdtc)t−1 0.00998 *** 0.0185 *** 0.00919 ** 0.0183 ***
(2.83) (2.94) (2.48) (2.81)

Controls Yes Yes Yes Yes
_cons −0.554 *** −1.282 *** −0.607 *** −1.249 ***

(−3.34) (−4.67) (−3.62) (−4.34)
Year Fixed Effect Yes Yes Yes Yes

Industry Fixed Effect Yes Yes Yes Yes
Observations 7079 7079 6386 6386

Adjusted R-squared 0.0671 0.0774 0.0722 0.0801
Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

6.3.6. Propensity Score Matching Approach

We employ PSM to address potential endogeneity concerns (Rosenbaum & Rubin,
1984). The PSM facilitates a fair comparison between the treated and untreated groups by
pairing observations based on the propensity score, which represents the probability of
receiving treatment. This approach enables PSM to control for bias arising from differences
in baseline characteristics between the treatment and control groups. Additionally, PSM
enhances the validity of causal inference by balancing covariates that might otherwise
confound the estimated treatment effect, thereby providing a more robust framework for
assessing the impact of the treatment variable in observational data. To use PSM, we
first run logit regression where the dependent variable is the indicator variable indicating
whether the distance from the company to SSC headquarters is greater than 500 km with
data spanning from 2010 to 2024. We match the firms based on their distance to the SSC was
greater than or less than 500 km using control variables, industry, and year as confounding
variables. We then match each component in one-to-one using nearest neighbor matching.

Table 13 presents the results of the regression analysis of the matched observations.
Columns (1) and (2) present the one-to-one matching results for NCSKEWt and DUVOLt,
respectively. The coefficients maintain statistical significance across all analysis methods.
The results indicate that companies located more than 500 km from the SSC exhibit a
higher stock price crash risk, whether measured by DUVOLt or NCSKEWt. This rela-
tionship remains consistent even after controlling for confounding factors through PSM
and baseline variables, further reinforcing the argument regarding the adverse impact of
geographical distance from the supervisory center. Additionally, characteristics such as
ROA, MB, and FIRMSIZE also demonstrate significant influences on crash risk, highlight-
ing the multifaceted nature of factors contributing to financial vulnerability in these firms.
This finding underscores the importance of integrating spatial and financial dimensions
in assessing crash risk, suggesting potential policy implications for enhancing regional
oversight mechanisms.

Table 13. Propensity score matching approach.

1:1 Matching

(1) (2)

DUVOLt NCSKEWt

SSC distance > 500 km dummyt−1 0.0477 *** 0.0901 ***
(3.06) (3.32)

DUVOLt−1 0.0288 *
(1.93)
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Table 13. Cont.

1:1 Matching

(1) (2)

DUVOLt NCSKEWt

NCSKEWt−1 0.0391 ***
(3.66)

Controls Yes Yes
_cons −0.340 ** −1.020 ***

(−2.30) (−4.08)
Year Fixed Effect Yes Yes

Industry Fixed Effect Yes Yes
Observations 7772 7772

Adjusted R-squared 0.0732 0.0781
Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

6.3.7. Subsample Analysis Results: High vs. Low GDP Growth

Moreover, Table 14, the regression analysis reveals a more pronounced positive cor-
relation between the distance and SPCR after conducting subsample analyses to exam-
ine whether the distance effect becomes more pronounced during periods of economic
downturn (i.e., low GDP growth), the results reveal that the positive association between
geographic distance and crash risk strengthens considerably in low-growth periods, partic-
ularly for the simple distance measure. This finding aligns with the notion that regulatory
enforcement becomes more costly and less effective during economic recessions especially
given that the SSC is fully dependent on the Ministry of Finance, thereby amplifying the
incentives for distant firms to conceal negative information. The stronger effect observed
during weak economic conditions supports the hypothesis that physical distance imposes
higher enforcement costs on regulators, and such costs become binding when financial
resources are constrained.

Table 14. High vs. Low GDP growth subsample.

Low GDP High GDP Low GDP High GDP

(1) (2) (3) (4) (5) (6) (7) (8)
DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 0.0138 *** 0.0186 ** 0.00712 0.0179 **
(2.83) (2.31) (1.60) (2.24)

SSC distance > 500 km
dummyt−1

0.0576 ** 0.0642 * 0.0428 ** 0.102 ***

Controls Yes Yes Yes Yes Yes Yes Yes Yes
_cons 0.0445 −0.16 −0.480 * −1.416 *** 0.0965 −0.0782 −0.467 * −1.377 ***

(0.16) (−0.36) (−1.87) (−3.27) (0.36) (−0.18) (−1.83) (−3.20)
Year Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes

Industry Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes
Observations 2772 2772 4998 4998 2772 2772 4998 4998

Adjusted R-squared 0.0707 0.0647 0.0764 0.0845 0.0703 0.064 0.0768 0.0851

Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

From a policy perspective, our evidence suggests that regulators in emerging markets
should consider reinforcing regional supervisory offices or investing in remote-monitoring
technologies to prevent oversight gaps during periods of macroeconomic stress. This effect
is particularly salient in a context such as Vietnam, where regulatory capacity is limited
and becomes especially fragile when economic growth slows as an issue less pronounced
in developed markets with stronger institutional infrastructures.
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6.3.8. Subsample Analysis Results: Stock Exchange Effects

In this section, we segment the sample by geographical region, effectively correspond-
ing to the two primary stock exchanges, to assess the robustness of the results concerning
the relationship between geographical distance and crash risk, specifically testing whether
this relationship varies across exchanges and is more pronounced on the HOSE. In Vietnam,
the HOSE is the largest stock exchange in terms of market capitalization and liquidity, host-
ing nearly 400 listed companies, which account for approximately 90% of the market’s total
capitalization. Although HOSE features prominent large enterprises such as Vingroup, FPT,
and Vietcombank, the majority of its listed companies are located at a significant distance
from the SSC. Particularly during global financial crises, inflation, recessions, or policy
shocks such as the Trump administration’s imposition of import tariffs in 2018, the stocks
of large companies on HOSE tend to be highly sensitive to market conditions, exhibiting
more pronounced price volatility. Barberis et al. (2005) argue that large-cap stocks, often
included in market indices (e.g., VN30, SandP 500) and attracting substantial institutional
investment, exhibit higher comovement with the market. When the market reacts nega-
tively to macroeconomic events, these large-cap stocks are more likely to experience heavy
sell-offs, resulting in greater price volatility. In contrast, smaller companies are typically
less directly affected by global policies and exhibit lower volatility during macroeconomic
shocks. In Vietnam, small and medium-sized enterprises are predominantly listed on the
Hanoi Stock Exchange (HNX), with a greater concentration in Hanoi and the northern
region, where proximity to the SSC may mitigate some of the distance-related oversight
challenges faced by HOSE-listed firms. This spatial distribution further underscores the
potential heterogeneity in crash risk dynamics, suggesting that the interplay between firm
size, market exposure, and geographical distance warrants deeper investigation to refine
our understanding of supervisory effectiveness across Vietnam’s exchange landscape.

Table 15 also presents the results of the subsample analysis, for the HNX exchange,
columns (1), (2), (5) and (6) show no statistical significance, whereas for the HOSE exchange,
columns (3), (4), (7) and (8) report statistically significant results with coefficients of 0.0086
for DUVOLt and 0.023 for NCSKEWt. These findings suggest that, on the HOSE exchange,
distance exerts a positive and statistically significant effect on crash risk (both DUVOLt and
NCSKEWt), indicating that greater distance from the SSC is associated with higher crash
risk. In contrast, on the HNX exchange, due to the relatively large number of listed firms
located near the SSC, the impact on crash risk is diluted, which may lead to statistically
insignificant results, precluding a clear conclusion about the relationship. This disparity
indicates that the adverse effect of being distant from the regulatory authority (SSC) is
predominantly observed on the HOSE exchange, which aligns with the reality that most
companies listed on HOSE are located farther from the SSC compared to those on HNX.
The heightened sensitivity to supervision and transparency on HOSE may be attributed to
a greater presence of institutional investors and higher liquidity.

The coefficients in columns (7) and (8) are substantially higher than their counterparts
in columns (3) and (4). Specifically, the coefficient of the DUVOLt variable in column
(7) is 80.71% greater, while the NCSKEWt coefficient is 79.27% higher. These findings
support the initial hypothesis that most firms listed on the HOSE exchange are located
more than 500 km away from the SSC, thereby experiencing a stronger effect on crash
risk. In addition, this disparity may reflect the influence of factors such as transportation
costs, limited access to information from the SSC, and reduced regulatory oversight due to
geographical distance, all of which contribute to an increased level of crash risk for firms
situated farther away.
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Table 15. Subsample analysis: Stock exchange effects.

HNX HOSE HNX HOSE

(1) (2) (3) (4) (5) (6) (7) (8)
DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 0.00279 −0.00286 0.00898 * 0.0230 **
(0.50) (−0.31) (1.78) (2.56)

SSC distance > 500 km
dummyt−1

0.0188 −0.0113 0.0448 ** 0.111 ***

(−0.73) (−0.27) (−1.97) (−2.77)
Controls Yes Yes Yes Yes Yes Yes Yes Yes

_cons 0.0793 0.166 −0.377 −1.274 *** 0.0787 0.149 −0.353 −1.210 ***
(0.25) (0.34) (−1.61) (−3.36) (−0.26) (−0.31) (−1.54) (−3.25)

Year Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes

Observations 3530 3530 4242 4242 3530 3530 4242 4242
Adjusted R-squared 0.0629 0.0661 0.1027 0.113 0.0632 0.0658 0.1033 0.114

Notes: The table is divided into two main sections: Columns (1) and (2) display the results for companies listed
on the HNX, while Columns (3) and (4) present the results for companies listed on the HOSE. The t-values, based
on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote statistical significance at the
10%, 5%, and 1% levels, respectively.

6.3.9. Subsample Analysis: LEV Effects

Table 16 presents the results for subsamples of degree of financial leverage (DA). To
examine the impact of distance on stock price crash risk across groups with varying levels of
leverage, consistent with our hypothesis, we find that the relationship between the distance
and crash risk is more pronounced for firms with higher levels of financial leverage. The
firms were classified into low (high) leverage categories based on whether their debt-to-
asset ratio (DA) was the sample mean of DA. The results were adjusted for year and industry
effects to enhance reliability and account for potential confounding factors. Specifically,
for the low-leverage group, columns (1), (2), (5) and (6) report that ln(SSCdtc)t−1 and SSC
distance > 500 km dummyt−1 exhibit regression coefficients of 0.0091 (0.0416) for DUVOLt

and 0.00945 (0.00873) for NCSKEWt, both of which are statistically significant. This indicates
that, for firms with lower leverage, a greater distance from the SSC is associated with an
increased stock price crash risk, with statistical significance at the 5% and 10% level. For
the high-leverage group, columns (3) and (4) in both panels reveal regression coefficients of
0.0187 (0.0519) for DUVOLt and 0.0169 (0.0863) for NCSKEWt, demonstrating a positive
and statistically significant impact of distance, similar to the low-leverage group. The
coefficients of the stock price crash risk variables with the dummy distance variable are all
larger than those with the main distance variable, indicating that the greater the distance,
the more pronounced the impact on crash risk. Potential reasons for this include the fact
that high leverage increases the risk of bankruptcy and diminishes the firm’s ability to
maintain stable investment levels (Frank & Goyal, 2009). Additionally, this relationship
may be exacerbated by the pressure to meet debt obligations, which could incentivize
management to withhold negative information, further amplifying the likelihood of crash
events, as supported by subsequent studies on financial distress and market dynamics.
Therefore, the coefficients for the high-leverage group are slightly larger, suggesting that
firms with higher leverage are even more vulnerable to the lack of supervision. This
vulnerability may stem from a stronger incentive among these firms to conceal financial
risks, thereby supporting the hypothesis that greater distance from the SSC amplifies
crash risk. Additionally, the robustness of these findings is reinforced by the inclusion
of firm-specific controls, such as size and profitability, which further isolate the effect of
distance. The differential impact across leverage groups also highlights the potential role of
financial structure in moderating the relationship between regulatory distance and crash
risk, warranting further investigation into regulatory oversight mechanisms and their
effectiveness across diverse firm profiles.
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Table 16. Subsample analysis: LEV effects.

LOW HIGH LOW HIGH

(1) (2) (3) (4) (5) (6) (7) (8)
DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 0.00910 * 0.00945 ** 0.0187 ** 0.0169 **
(1.71) (1.98) (1.99) (2.10)

SSC distance > 500 km
dummyt−1

0.0416 * 0.0873 ** 0.0519 ** 0.0863 **

(1.78) (2.12) (2.32) (2.35)
Controls Yes Yes Yes Yes Yes Yes Yes Yes

_cons −0.33 −0.529 ** −1.067 *** −1.231 *** −0.301 −1.007 *** −0.484 ** −1.148 ***
(−1.47) (−2.27) (−2.85) (−3.31) (−1.35) (−2.69) (−2.13) (−3.15)

Year Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes
Industry Fixed Effect Yes Yes Yes Yes Yes Yes Yes Yes

Observations 3800 3968 3800 3968 3800 3968 3800 3968
Adjusted R-squared 0.0921 0.0771 0.1041 0.0711 0.0901 0.0779 0.1039 0.0719

Notes: The t-values, based on firm-clustered standard errors, are reported in parentheses. *, **, and *** denote
statistical significance at the 10%, 5%, and 1% levels, respectively.

7. Conclusions
This study investigates the impact of geographic distance from a centralized regulator

on firm-level stock price crash risk in the context of an emerging market. Our empirical
analysis, conducted on a large panel of Vietnamese listed firms from 2010 to 2024, provides
robust and consistent evidence that firms located farther from the State Securities Commis-
sion (SSC) headquarters in Hanoi face a significantly higher risk of experiencing a stock
price crash.

Our findings are woven into a cohesive narrative that highlights the unique institu-
tional vulnerabilities of a transitional economy. We argue that in an environment charac-
terized by weak internal corporate governance, particularly in non-SOEs, or the external
business environment has high levels of corruption and changes in legislation, the external
regulator becomes the “monitor of last resort.” The effectiveness of this crucial monitor,
however, is degraded by physical distance not only due to costs and logistical challenges of
supervising remote firms but also due to specific external factors from emerging markets, es-
pecially for a regulator with constrained resources and a centralized structure. This problem
is compounded by an underdeveloped local information ecosystem. Unlike in developed
markets, where a vibrant local press and a dispersed community of financial analysts might
fill the supervisory gap left by a distant regulator, such alternative mechanisms are weaker
in provincial Vietnam. This creates a “monitoring vacuum” for geographically distant
firms, providing corporate insiders with greater opportunity and incentive to engage in the
bad news hoarding behavior that precipitates stock price crashes.

The empirical results strongly support this narrative. The positive relationship be-
tween distance and crash risk is not only statistically significant but also economically mean-
ingful. The effect is amplified not only for non-SOEs and companies in high-corruption
regions but also for companies with high leverage and for those listed on the larger, more
distant Ho Chi Minh Stock Exchange, where the consequences of monitoring failures are
more severe. Furthermore, our analysis of the 2019 Securities Law as a quasi-natural
experiment shows that formal institutional improvements can partially mitigate the risks
associated with distance, though they do not eliminate them. Critically, our core finding
remains robust even after controlling for time-varying local institutional quality using the
Provincial Competitiveness Index, lending strong support to the conclusion that pure geo-
graphic distance, and the monitoring frictions it creates, is a distinct and potent risk factor.

This study has significant implications for multiple stakeholders. For policymak-
ers and regulators like the SSC, our findings suggest that a one-size-fits-all supervisory
approach is inadequate in a geographically diverse country. We recommend the develop-
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ment of a geographically-weighted, risk-based supervision model. Under such a model,
firms located beyond a certain distance threshold (e.g., >500 km) or in provinces with
low institutional quality (low PCI scores) would be automatically flagged for more fre-
quent and intensive oversight, including both off-site data analysis and on-site inspections.
To overcome the tyranny of distance, regulators should prioritize investments in remote
surveillance technologies and consider establishing well-resourced regional enforcement
units strategically located to reduce monitoring frictions for geographically distant firms,
rather than merely expanding presence in existing economic centers.

For investors, this research identifies a previously underappreciated and unpriced
risk factor. Regulatory distance should be incorporated into risk management models and
valuation frameworks. A “distance discount” or a higher required rate of return may be
warranted for firms located far from the center of regulatory power, particularly those that
also exhibit other risk factors like high leverage or opaque financial reporting.

For firms located in the geographic periphery, our findings highlight a significant
challenge in accessing capital markets. To counteract the negative perceptions associated
with their location, these firms should proactively adopt higher standards of transparency
and corporate governance, thereby signaling their quality to investors and reducing the
information asymmetry that their distance from the regulator creates.

Our study nonetheless has several limitations. Although the robustness tests imple-
mented in this paper help mitigate endogeneity concerns, persistent and unobservable
differences in firms’ compliance cultures may still jointly influence both headquarters
location decisions and crash risk. Moreover, data availability remains restrictive: archival
information on firms’ location histories prior to the establishment of the SSC and systematic
enforcement records from the SSC are still limited, which constrains our ability to employ
granular enforcement microdata or conduct formal mediation analyses. These limitations
present promising avenues for future research, which we intend to address as further data
become available. While our empirical analysis is centered on Vietnam, the identified mech-
anism as spatial frictions in centralized securities regulation carries broader implications
for other emerging economies. Regulatory landscapes with similar centralized structures,
such as Indonesia (overseen by the OJK in Jakarta) or India (regulated by SEBI in Mumbai),
present fertile ground for future research to test the external validity of our findings. Given
that such institutional frameworks are prevalent across developing financial systems, this
study offers foundational insights into the political economy of spatial regulation, suggest-
ing that geographic barriers remain a critical determinant of enforcement efficacy even in
an increasingly digital era.

In conclusion, this paper demonstrates that even in an increasingly digital and inter-
connected world, geography remains a fundamental determinant of corporate behavior
and risk, especially where institutional foundations are still developing. The shadow of
regulatory proximity is long, and understanding its reach is critical for building more stable
and transparent capital markets in emerging economies.
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Appendix A. Variable Definitions

Table A1. Variable definitions.

Variable Names Definition

SSC distance The geographic distance (in kilometers) from each firm’s headquarters to the
SSC headquarters

ln(SSCdtc) Natural logarithm of SSC Distance.

SSC distance > 500 km dummy Equal to one if the firm is located farther than 500 km from the SSC headquarters.

EX A dummy variable that equals 1 if the exchange stock is HNX, and 0 if the
exchange stock is HOSE.

ln(SSC_distance) An interaction variable that equals ln(SSCdtc) * EX

NCSKEW
Negative of the third moment of firm-specific weekly returns for each firm and
fiscal year divided by the standard deviation of firm-specific weekly returns
raised to the third power.

DUVOL
Natural log of the ratio of the standard deviation of firm-specific weekly returns
below the annual mean for the fiscal year to the standard deviation of
firm-specific weekly returns above the annual mean for the fiscal year.

FIRMSIZE Natural log of total assets.

DA Long-term debt is divided by total assets.

MB Ratio of the market value of equity to the book value of equity.

TAT Total revenue divided by total assets.

ROA Income before extraordinary items divided by lagged assets.

SOEs Equal to one if the firm is a State-owned enterprise in Vietnam.

IC The informal charge index from Provincial Governance Quality

Appendix B. Summary Statistics for Treated and Matched Firms

Table A2. Summary statistics for treated and matched firms.

Panel A. Unmatched Sample

SSC Distance
> 500 km

SSC Distance
< 500 km Difference t-Statistic

NCSKEWt−1 −0.346 −0.472 −0.125 −5.413 ***
DUVOLt−1 −0.271 −0.346 −0.074 −5.219 ***

FIRMSIZEt−1 11.979 12.011 0.031 1.718
DAt−1 0.461 0.501 0.041 7.766 ***
MBt−1 1.151 1.029 −0.122 −7.491 ***
TATt−1 1.258 1.077 −0.181 −7.286 ***
ROAt−1 0.067 0.047 −0.020 −11.091 ***
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Table A2. Cont.

Panel B. 1:1 Propensity Score-Matched Sample

SSC Distance
> 500 km Matched Difference t-Statistic

NCSKEWt−1 −0.346 −0.475 −0.129 −0.25
DUVOLt−1 −0.271 −0.355 −0.084 −1.71 *

FIRMSIZEt−1 11.979 12.144 0.165 −0.68
DAt−1 0.461 0.501 0.040 −5.452 ***
MBt−1 1.151 1.025 −0.126 −0.34
TATt−1 1.258 1.032 −0.226 −0.15
ROAt−1 0.067 0.040 −0.027 1.47

Notes: The t-values based on standard errors clustered by firms are reported in parentheses. *, **, and *** indicate
significance at the 10%, 5%, and 1% levels, respectively.

Appendix C. Robust Models for Outliers
Winsorizing and trimming are two data processing techniques used to mitigate the

influence of outliers in a dataset. Both approaches aim to improve data quality and enhance
the robustness of statistical analyses, which is particularly important for ensuring reliable
regression or propensity score matching (PSM) results, especially when the data exhibit
skewed distributions or contain extreme values.

The estimation results with the winsorized samples are reported in Columns (1) and
(2) and for the trimmed samples in Columns (3) and (4). The analysis confirms that the
relationship between regulatory distance to SSC’s headquarters and crash risk remains
positive and statistically significant, providing evidence that the results are not driven by
outliers. Furthermore, a comparison of the coefficients with the baseline regression results
in Table 4 indicates that the latter findings cannot be attributed to outliers.

Table A3. Winsorizing and trimming analysis.

(1) (2) (3) (4)
DUVOLt NCSKEWt DUVOLt NCSKEWt

ln(SSCdtc)t−1 0.00858 *** 0.0155 *** 0.00423 * 0.00786 *
−2.7 −2.85 −1.42 −1.86

DUVOLt−1 0.0352 *** 0.0198 *
−2.77 −1.81

NCSKEWt−1 0.0380 *** 0.0206 **
−3.32 −2.36

Controls Yes Yes Yes Yes
_cons −0.363 ** −1.010 *** −0.13 −0.561 ***

(−2.56) (−4.29) (−0.96) (−2.87)
Year Fixed Effect Yes Yes Yes Yes

Industry Fixed Effect Yes Yes Yes Yes
Observations 7772 7772 6528 6528

Adjusted R-squared 0.077 0.08 0.068 0.065
Notes: The t-values based on standard errors clustered by firms are reported in parentheses. *, **, and *** indicate
significance at the 10%, 5%, and 1% levels, respectively.
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