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Abstract

This paper examines the extent to which financial signaling affects the analysts’
and managers’ forecast releases. The findings give evidence of heterogeneity of an-
alysts’ forecast errors between firms with strong financial indicators (high signal
group), weak financial indicators (low signal group), and those with both positive
and negative signals (mixed signal group). The paper further indicates that man-
agers’ forecast releases also depend on the type of the firm and that managers may
try to use the heterogeneity in analysts’ treatment. The findings also suggest that
the analysts sometimes fail to adjust for managers’ forecast biases and that is why
may be misled by managers’ forecasts. This provides evidence of inaccuracy on the
part of analysts and potential gaming on information disclosures between analysts

and managers.

Keywords: analysts’ underreaction, earnings per share, analysts’ forecast revi-
sions, managers’ forecast practices, earnings announcements
JEL classification: D84, G14, G17, G32, M40

*The work was financially supported by the grant SVV-2012-265 801, the Grant Agency of the
Charles University grant #341211, and the Czech Science Foundation project # P402/12/G097
DYME Dynamic Models in Economics. I am thankful for the comments to Jan Hanousek, Jan
Kmenta, and Olga Popova. All errors remaining in this text are the responsibility of the author.

"E-mail: ibrushko@cerge-ei.cz

! Center for Economic Research and Graduate Education - Economic Institute, a joint workplace
of the Charles University in Prague and the Academy of Sciences of the Czech Republic. Address:
Politickych véznu 7, Prague 1, 110 00, Czech Republic



Abstrakt

Tato prace zkouma, do jaké miry financ¢ni signalizace ovliviiuje pfedpovédi ana-
lytikii a manazerti. Nalezy svédci o riiznorodosti chybovosti prognéz analytik mezi
firmami se silnymi finanénimi ukazateli (skupina s vysokym signalem), firmami se
slabymi finan¢nimi ukazateli (skupina s nizkym signélem), a témi s pozitivnimi i neg-
ativnimi signély (skupina se smiSenymi signaly). Clanek dale indikuje, 7ze predpovédi
manazera také zavisi na typu podniku a Ze se manazefi mohou snazit vyuzit hetero-
genity v chovani analytiki. Vysledky také naznacuji, ze analytici nékdy neptizptisobi
své predpovédi chovani manazeri a Ze toto je divodem, pro¢ mohou byt uvedeni v
omyl manazerskymi prognézami. To je dikazem nepfesnosti na strané analytika a

piipadného strategického chovani analytikii a manazeru ve zvefejiovani informacni.



