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Abstract
We study whether banks use the allowance for loan losses (ALL) for efficiency or for opportunistic reasons. We find that banks that had higher abnormal ALL during the period prior to the 2007–2009 crisis engaged in less risk taking during the pre-crisis period and had a lower probability of failure during the crisis period. In testing earnings management to meet or beat earnings benchmarks, we find that abnormal ALL is unrelated to next period’s loss avoidance and just meeting or beating the prior year’s earnings. Our results suggest that banks use ALL for efficiency and not for opportunistic purposes (250 words max)
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1 Introduction
Financial reports serve the fundamental notion of providing information about the financial situation of economic entities covering various aspects and, thus, they influence capital allocation and credit decisions and provide information of the prospects of a company such as income/revenue, costs/expenses, assets, liabilities and cash flows. As a result, the health of the accounting system influences the health of the economy and the distribution of wealth and income therein (Cooper,2015).
Tsalavoutas (2017) has commented every correspondence that we present in our table…


2 Literature review

3 Sample and Methodology
3.1 Sample 
Table 1: Sample table

	Industry
	No of firms

	Accounting Services and Software
	10

	Administrative
	141

	Aesthetics
	81

	Art Exhibitions, Music
	14

	Other Sectors
	367

	Total
	4,241



Average values of the sample’s most important accounting measures, namely: total assets, fixed assets, sales, receivables.

3.2 Methodology
Following McNichols (2000), Stolowy and Breton(2004), and Jeanjean and Stolowy (2008) the research design for the studies on earnings management are classified into three categories: those that use discretionary accruals (Dechow et al., 1995), those that use specific accruals (McNichols & Wilson,1988), and those that employ statistical properties of earnings to identify thresholds (Lahr,2014).

2.2.1 Equations 
The results would be biased. The modified model of Jones (1995) is:
		(1)
Where:
TAit are the total accruals for firm i in period t.
∆REVit is the variation in the sales of firm i in year t compared to year t.


4 Results
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