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Abstract

With the continuous development and progress of the social economy, China’s economic environment
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is gradually improving, and various industries are showing a good development trend under the
current economic form. At the same time, it has also brought about the phenomenon of frequent fi-
nancial fraud incidents in listed companies. Financial fraud methods are also emerging, seriously en-
dangering the interests of external shareholders and affecting the healthy and stable development
of China’s capital market. Therefore, based on the fact that financial fraud usually involves three
parties, namely the fraudulent subject listed companies, internal and external audits of supervisory
audit companies, and government regulatory departments, starting from the motives of financial
fraud, this article explores its financial fraud methods, constructs a financial fraud model, analyz-
es its results, and proposes targeted measures to prevent financial fraud in listed companies: En-
hancing the independence of external accounting firms; improve the internal governance mechan-
ism of the company; strengthen external supervision; improve accounting standards and relevant
regulations and policies; strengthen the punishment for financial fraud and avoid financial fraud
from the above five aspects, in order to better ensure the stable development of the capital mar-
ket.
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