
Home   All Journals   Economics, Finance & Business   Applied Financial Economics   List of Issues

 Volume 21, Issue 18   Analysts’ awareness of systematic bias i ....

Volume 21, 2011 - Issue 18

Applied Financial Economics 

400

Views 

17

CrossRef citations to date 

0

Altmetric

Original Articles

Analysts’ awareness of systematic bias in

management earnings forecasts
Koji Ota 
Pages 1317-1330 | Published online: 13 Jun 2011

 Cite this article   https://doi.org/10.1080/09603107.2011.570713

Sample our Economics, Finance,Business & Industry journals, sign in here to start your access,

latest two full volumes FREE to you for 14 days

     

 

 Full Article  Figures & data   References  Citations   Metrics

  Reprints & Permissions  Read this article  Share

Abstract

The effectively mandatory provision of management forecasts of earnings is a unique

feature of Japan's financial disclosure system. The first objective of this study is to

identify the determinants of systematic bias in management forecasts using a sample

of more than 36 000 one-year-ahead earnings forecasts announced by Japanese firms

at the beginning of a fiscal year over the period 1979 to 2005. The examination of ex

post management forecast errors shows that financial distress, firm growth, firm size

and prior forecast errors are all associated with bias in management forecasts. The

second objective of this study is to investigate whether analysts are aware of these

factors that are found to be related to systematic bias in management earnings

forecasts. The examination of analysts’ forecasts issued subsequent to the

announcement of management forecasts reveals that analysts take account of these

factors when they issue their own earnings forecasts. The overall findings suggest that

analysts are to some extent aware of the determinants of systematic bias in

management forecasts.
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Notes

 The term ‘earnings’ used in this article indicates ‘net income’ unless otherwise stated.

 The condensed financial statements are available from the Tokyo Stock Exchange

(TSE) website (http://www.tse.or.jp).

 All forecasts for the upcoming year are publicized in the form of point forecasts except

for dividends per share that are sometimes provided in the form of range forecasts.

 A survey reports that already in 1980, more than 90% of listed firms excluding those

in the financial sector provided management forecasts. A more recent survey in 2006

reports that 3790 of the 3831 listed firms (98.9%) including financial institutions

provided management forecasts.

 Although most of the literature on management forecasts uses the US data, there are

some studies that make use of the data outside the US (Mahipala et al., 2009; Hartnett,

2010).

 The sample period is limited to 1979 to 2005 due to the difficulty in collecting forecast

data. Both management and analysts’ earnings forecasts are hand-gathered from the

Nihon Keizai Shinbun (the major business newspaper in Japan) and the Kaisha Shikihou

(the Japan company quarterly handbook), respectively.

 See Japan Securities Research Institute (2006) for further details on the equity

markets in Japan.

 The JASDAQ market became a regular stock exchange in December 2004.
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 The management and analysts’ earnings forecast data are available upon request

from the author. Also note that the management forecast data after the year 2000 are

available from Nikkei Media Marketing Inc.

 I am grateful to an anonymous referee for suggesting this point.

9

10

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2308%252Faccr.2002.77.3.483&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.401700&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fs11142-012-9217-4&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F16081625.2004.10510641&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.415580&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.168191&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0169-2070%252898%252900029-6&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0165-4101%252897%252900006-2&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.281196&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.817108&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2139%252Fssrn.172060&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F0022-1082.00245&type=Scholix


Source: The Journal of Finance

The Joint Effect of Management's Prior Forecast Accuracy and the Form of Its Financial

Forecasts on Investor Judgment

Source: Journal of Accounting Research

The value relevance of earnings forecast disclosures: an investigation of forecast

attributes and signalling in the Australian IPO context

Source: Applied Financial Economics

Trading volume and information asymmetry: routine versus nonroutine earnings

announcements in Australia

Source: Applied Financial Economics

Discretionary Management Earnings Forecast Disclosures: Antecedents and Outcomes

Associated with Forecast Venue and Forecast Specificity Choices

Source: Journal of Accounting Research

 

Linking provided by  

Related research 

Recommended articles Cited by 

17

People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2491347&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F09603107.2010.526574&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1080%252F09603100802599639&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2491473&type=Scholix
https://scholexplorer.openaire.eu/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

