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		Abstract

		Our paper utilizes text analysis methods and machine learning techniques to construct a professional financial knowledge dictionary to measure the financial knowledge levels of individual investors, investigating whether the financial knowledge of individual investors can constrain earnings management. We find that the higher financial knowledge level of investors significantly constrains earnings management in the next year. After using instrumental variables, the main result remains robust. In the mechanism testing, we discover that the higher financial knowledge of investors correlates with next yearâ€™s higher abnormal returns. Then, we employ inquiry letters from investor interactive platforms as a proxy variable for the financial knowledge level of investors for our analysis, which also confirms the main results. Moreover, the restraining effect of investor financial knowledge on earnings management is more pronounced in firms with a higher proportion of institutional ownership, greater transparency, and state-owned enterprises. The series of findings indicate that individual investors can identify earnings management within financial statements. They achieve governance objectives by raising public awareness through social media postings, thereby influencing corporate behavior. 
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