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THEE NUMBERS GAME 

Remarkss by Chairman Arthur Levitt 

Securitiess and Exchange Commission 

Deliveredd at the NYU Center for Law and Business 

Neww York, NY 

Septemberr 28, 1998 

"...Well,, today, I'd like to talk to you about another widespread, but too little-
challengedd custom: earnings management. This process has evolved over the years 
intoo what can best be characterized as a game among market participants. A game that, 
iff  not addressed soon, will have adverse consequences for America's financial 
reportingg system. A game that runs counter to the very principles behind our market's 
strengthh and success. 

Increasingly,, I have become concerned that the motivation to meet Wall Street 
earningss expectations may be overriding common sense business practices. Too many 
corporatee managers, auditors, and analysts are participants in a game of nods and 
winks.. In the zeal to satisfy consensus earnings estimates and project a smooth 
earningss path, wishful thinking may be winning the day over faithful 
representation...." " 




