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We �nd that analysts’ forecast errors are predicted by past accounting

accruals (adjustments to cash �ows to obtain reported earnings) among

both equity issuers and nonissuers. Analysts are more optimistic for the

subsequent four years for issuers reporting higher issue-year accruals.

The predictive power is greater for discretionary accruals than

nondiscretionary accruals and is independent of the presence of an

underwriting af�liation. Predicted forecast errors from accruals

signi�cantly explain the long-term underperformance of new issuers.

The predictability of forecast errors among nonissuers suggests that

analysts’ credulity about accruals management more generally

contributes to market inef�ciency.

https://doi.org/10.1093/rfs/15.3.869
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/rfs/search-results?f_TocHeadingTitleList=Original+Article


Save searches

Purchase content

Activate your purchase/trial code

Add your ORCID iD

Sign in  Register

Sign in through your institution

Sign in with a library card

Sign in with username/password

Recommend to your librarian

Institutional account
management

Sign in as administrator

Purchase

Subscription prices and ordering for this journal

Purchasing options for books and journals across Oxford Academic

Short-term Access

To purchase short-term access, please sign in to your personal account above.

Don't already have a personal account? Register

Why New Issues and High-Accrual Firms Underperform: The Role of Analystsʼ Credulity - 24
Hours access

EUR €53.00 GBP £44.00 USD $58.00

Rental

This article is also available for rental through DeepDyve.

https://www.deepdyve.com/lp/ou-press/why-new-issues-and-high-accrual-firms-underperform-the-role-of-WjRfGcK124?key=OUP
https://academic.oup.com/my-account/register?siteId=5511&returnUrl=http%3a%2f%2facademic.oup.com%2frfs%2farticle-abstract%2f15%2f3%2f869%2f1604322%3flogin%3dfalse
javascript:;
javascript:;
javascript:;
javascript:;
https://academic.oup.com/pages/get-help-with-access/recommend-to-your-librarian?journal=rfs
javascript:
https://academic.oup.com/rfs/Subscribe/CurrentYear
https://academic.oup.com/pages/purchasing
https://academic.oup.com/my-account/register?siteId=5511&returnUrl=https://academic.oup.com%2frfs%2farticle-abstract%2f15%2f3%2f869%2f1604322%3flogin%3dfalse

