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Table 1: Details of Sample Construction: First Call Management Earnings Forecasts, 1994-2003

Annual Quarterly Total
‘Allobservations on the First Call CIG database, 1990-2004 29350 37,945 67.295
Drop cbservations made before 1984 and/or for which curtency is (1.990) (1613) (3609)
ot USD and/or duplicate cbservations and/or that do not
provide infornation about EPS.
Drop observations missing split adjustment factors or cigeade © @ (19)
Total sample of management eamings forecasts on First Call 27,354 3328 63682
Drop cbservations not meeting analyst forecast crteria (3530) (11,382) (14,892)
Drop observations whose fiscal year end is not March, June, (380) (5139 (0024
September and December
thatdonot he da (56%) (2629 (@®321)
on Compustat
Drop forecasts issued after eamings announcement dates ) (168) (215)
Final sample of management earnings forecasts 14,188 17,042 31.230
Number of management earnings forecasts after excluding all 3102 12695 15887
observations for fiscal periods for which multiple eamings
forecasts are sued
Number of management earnings forecasts after retaining the last 6255 1747 21002
forecast for fiscal periods for which multiples eamings.
forecasts are sued
Nurmber of management earnings forecasts after further excluding 3602 11420 15022
forecasts isued anund earings amouncement dates

Figure 1: Number of Quarterly (Solid Line) and Annual (Dashed Line) Management Earnings Forecasts;
the Lower Pair of Lines Shows the Subset of Forecasts Made at Earnings Announcement Dates
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Table 2: Descriptive Information on First Call Management Earnings Forecasts, 1994-2003
TA
Number (%) Number (%) weighted
of annual  of quarterly | Number Proportion  proportion MV weighted
Number forecasts at  forecastsat [ of firms ~ Total of firms of  proportion of
Annual  Quarterly EAD EAD| issuing number  issuing forecasting forecasting
year | Forecasts Forecasts Forecasts forecasts _of firms _forecasts firms firms
1994 121 32 89 2.(6%) 1(1%) 95 5891 0.016 0.038 0.050
1995 628 252 376 32 (13%) 9 (2%) 405 6.257 0.065 0111 0138
1996 990 345 645 55 (16%) 32 (5%) 637 6.837 0.093 0.136 0.182
1997 1416 491 95| 108(22%) 43 (5%) 798 6849 0117 0202 0253
1998 2,725 1,031 1,694 | 206 (20%) 144 (9%) 1,187 6,557 0.181 0.355 0.380
1999 2977 1269 1708( 411(32%) 188(11%)| 1203 6382 0.188 0353 0375
2000 3246 135 1890 422(31%) 282(15%)| 1250 6243 0.200 0278 0376
2001 6177 2,748 3429 | 1,507 (55%) 1,163 (34%) 1,420 5.708 0249 0.415 0.412
2002 6320 3414 2906 (2015(59%) 1.254(43%)| 1264 5320 0238 0.415 0.445
2003 5688 3125  2563(2188(70%) 1.321(51%)| 1211 4457 0272 0.441 0.464
2004 942 125 817 27(hm) 403 (nm) - - - - -
total 31230 14188 17,042 6,973 4840|9470 60501 0.157 0314 0.346
Table 3: Logit Analyses of Firms that Provide Annual and Quarterly Earnings
Guidance, 1997-2003
Panel A: Annual Logit analysis of firms that do and do not provide forecasts of
earnings (“earnings guidance™) using First Call data, 1994-2003
Pror  LN(Toml Bockt- ROA  Sals  Loss  Bea  Number  Pseudo-
Forecast  Asels)  Market Growth  Dummy of -
Analvsts  sauared
100 |na 0180% 0186 0159 0035 0256 0827 0101+ 0017
1095 |Lo7 000t 0leL Lg% 0003 032 056 0115 0061
1096 [|LB2s* 0002 0125 LO073% 0114 030*  OSTTM 0113 008

1007|1770+ 0007 0044 0498 0114*  0237% 0280+ 013"+ 0123

1008|1895+ 008s*+ 0058 0085 0074 0021  0482*** 01077 0173
1000|2139+ 0101+ 0013 0212 0001 0243 0084 0102 0216
2000 2103 0093 0116 0094 0003 0041 0214% 0133 025

2000 [osort 0046+ 0223 0119 0096 0204 05 01274 0354

2002|3263 0080* 0230 1024*% 0053 0257 03464 0083 0418

2003|3233+ 0075% 0441ttt 0866* 0005 0306+ 0364+ 0054+ 0414

Panel B: Analyses of firms that do and do not provide quarterly forecasts of
earnings (“earnings guidance”) using First Call data, 1995-2003
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Table 4: Firm-Level Stock Price Reaction to First Call Management
Earnings Forecasts by forecast period and nature of guidance, 1994-
2003

Panel A: Forecasts partitioned by forecast period (annual or quarterly) and nature
of guidance (downward, nevtral, or upward)

Percent of Percent
Obs. __category Mean  Median _ negative
Annual

Downward 1,602 45% -4.21% 2%
Neutral 1,011 29% -0.46% 53%
Upward 26% 1.00% 41%
3,540 24% L.21% 58%

Quarterly
Downward 6371 57% -8.629% 82%
Neutral 2,393 21% -0.49% 54%
Upward 2,485 2% 3.04% 32%
11,249 6% -3.00% 65%
Total 14,789 -2.56% 63%

Returns are three-day market-adjusted returns centered on the management forecast
date, where the market retur is the CRSP equal-weighted index return. This
sample of earnings forecasts excludes all eamings forecasts made concurrent with
earnings announcements and includes the last of any set of multiple forecasts made
in agiven firm/period.

Figure 2: Disclosure Subperiods for a Given Fiscal Quarter
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Panel B: Forecasts of quarterly earnings partitioned by nature of guidance
(downward, neutral, or upward) and intra-quarter subperiod of release

Downward Neutral Gpward

Guidance __Guidance __Guidance Total
Subperiod 138 % 72 308
one -10.22% -0.53% 2.97% -4.05%
(-4.47%) (0.09%) (0.71%) (-1.50%)
8% 8% 3% 60%
Subperiod 343 228 1,117
wo -1.88% 2.60% -4.75%
(-0.33%) (1.20%) (-1.98%)
54% 0% 62%
Subperiod 2,704 843 758 4,305

three -11.47% -2.31% 2.20% -6.91¢
(-8.56%) (-0.75%) (3.27%) (-4.06%)
83% 56% 31% 69%
Subperiod 2,983 1,109 1,427 5,519
four -11.98% -0.68% 5.20% -5.27%
(-9.37%) (-0.47%) (3.40%) (-2.86%)
81% 53% 31% 63%
Total 6,371 2,393 2,485 11,249
-11.52% -1.42% 4.59% -5.81%
(-8.62%) (-0.49%) (3.04%) (-3.09%)
82% 54% 32% 65%

Table reports the number of observations in each cell, the mean market-adjusted return, the
median market-adjusted return (in parentheses), and the percentage of negative market-adjusted
returns. Market adjusted the three trading d tered on the
forecast amouncement date and are calculated using the return on the CRSP equal-weighted
index to measure the market return.

Figure 3: The intra_quarter timing of earnings disclosures for upward, downward and neutral
quarterly eamings guidance, First Call data, 1994-2003
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Figure 4: Plots of Ratio of Downward Guidance to Upward Guidance showing Quarterly (salid lin) and Annual
(dashed line) Guidance, First Call Data, 1994-2003.

Table 5: Descriptive information, including correlations, for quarterly aggregate
data on quarterly earnings guidance, earnings surprises, and market returns, Q1
1994 to Q4 2003 (40 quarters).

Panel A. Mean, standard deviation, and first order correlation of earnings surprise
data based on the 40 quarterly cross-sections. The table also reports the average
number of firm observations used to compute the variable in each cross section.

ASUDF ASUDA EPagy EPew AEPapy AEPew  Inov_  Innov_
i AEP.

(Forecasting agg AEP_ew
fims) _firms)
Mean 00534 00418 00127 00001 00011 00028 -0000L 00000
Std. Devn. 00252 00165 00057 00080 00041 00052 00030 00038
Mean # obs.
per cross 908 3808 4054 4054 4054 4054 na na
section
Firstorder
autocorrelation 3 57 o 0 65 04 08

Panel B. Mean, standard deviation, and first order autocorrelation of aggregate
earnings guidance variables and market return data based on the 36 quarterly

cross-sections.
ADown ANeuL  AUp  Rallo  AR@io|  Equal | S& 500
weighted | retum

retum
Me: 0266 023 0301 3027 0085| 0046 0027
sw.Den. [ 0708 0657 0470 1449 0575|0106 0075
Firstorder 68 75 62 2 a7 o4 i

autocorrelation




Panel C. Correlation among the variables computed using the 36 quarterly cross-
sections, Q11995 to Q4 2003

Panel D. Correlation among the variables computed using the 24 quarterly cross-
sections, Q11998 to Q4 2003.

S&p
Inv. Inv. EW 500
ASUDA  AEP_agg AEP_ew AEP_agg AEP_ew ADown ANewral  AUp ARaio Retun  retum
AsurpF Qo4 0BG 074N OSBW 04B* DB 0SSR 054 033 01 o0l
AsupA Q74 079 0TI 04BN QG705 0SB 0377 014 014
AEP_agg 0f5% 078 035 036* 030 030% 013 02 03
AEP_ew 063 73R DEOT DS D49 041 022 004
Inv. AEP_agg 0.60%* Ey7e 028 024 030 015 02
Inv. AEP_ew 0500 030 016 04 0 001
ADown 081w 027 084 030 005
ANeutral 053 050 039% 004
aup 030 03 01
ARatio 013 008

Panel B. Excluding early sample period: Monthly data for 24 quarters, 1098-2003

(obs. = 24 for most observations)
Return Full_ Rewun Return Return
quarter Monhl  Monh2  Monh3
ARaol 24 -00 -3 -14
ARaio2 -3 -2 -1 12
ARatio3  -d6M -4 -19 -0
b1 o 0 0 o
ap2 s a -3 12
ap3 ) o
ANL = N e 2
anz s a0t g -10
ans o 4o -5 14
AUt = o ar 7
a2 -0 17 -2 o
aus e -03 -05 o

=
nv nv. Ew 50
ASUpA  AEPagy AEP.ew AEPagy AEPew ADown  ANeural  AUp ARao Rewn rewm
AsurgF 0B7Hw  O52r OSEWH 052* 049MH 043 034w 034 024 015 03
AsurpA 074x O74x OSSW* 04gw* 03B 028 028 025 01 0I5
AEP_agg 062 073 035 017 005 015 -008 023 030
AEP_ew 061 073 047w 03 031 0B® 02 008
Inv. AEP_agg 06 03 02 02 028 07 010
Inv. AEP_ew omm 021 0m 0200 019 007
ADown 078 0Ser  075h 06 012
Neutal o7m om0 02
Aup -009 -0.13 0.12
ARatio 00 00
Table 6: Correlations be hanges in aggregate monthly
market returns
Panel A. Full sample period: Monthly data for 40 quarters, 1994-2003 (obs. = 40 for
most correlations)
Return Full_ Retun Return Return
quarter onhl  Month2  Moni3
ARaiol  -09 o -1 -0
ARaio2 26 -06 13 24
ARatiod -1 -2 -8 -0
b1 08 -02 04 o
ap2 N -2 -19 13
ap3 e e 13 o
ANL 2 -15 a5 2
anz -5 -16 -4 -0
anz -2 -2 04 7
AUt 0 -04 15 10
a2 o -12 -0 7
aus 09 o7 -0 o
Figure 5: Cumulative equal weighted market returns in good and bad news quarters, defined as those
with positive and negative market returns respectively (the horizontal axis shows days relative to the
endof the fiscal quarter)
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Figure 6: Fraction of cumulative guidance that is downward in bad news quarters (solid line)
and good news quarters (dashed line)
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Bellwether Firm Analysis

Figure 7: Average dailyamount of downward guidance for bad news (solid line) and good news (dashed
line) quarters

Pearson correlations (p-values) between earnings news and 3 day cumulative
market returns centered on management forecast announcement date

Firm’s own raw returns Equal-weighted S&P 500 index return

market return

Quantitative Guidance 21 .02 .04
(N = 642) (<.0001) (ns) (ns)
Qualitative Guidance .40 .09 .10
(N =783) (<.0001) (.012) (.005)

Bellwether Firms are the largest 20 guidance firms by market capitalization

each quarter.

Quantitative Guidance is the difference between the earnings forecast and the

analysts’ consensus immediately preceding the forecast.
Qualitative Guidance is coded as -1, 0, and 1 for downward, neutral and
upward guidance.




