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Market reaction to analysts’ recommendation changes and earnings forecast revisions
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Summary
This paper examines daily price reactions to analysts’ recommendation changes and earnings forecast
revisions by using large samples. Consistent with prior research, it indicates that analysts’ recommendation
changes and earnings forecast revisions are significantly and positively associated with price reactions at the
time a security analyst report is released. And it also shows that investors respond to each of these signals
conditional on the other. But investors’ response to earnings forecast revisions is the largest when the
report is reiterated a buy recommendation. The result suggests that investors use earnings forecast revisions
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when the recommendation is reiterated buy that is the most frequent of all recommendations.
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HI1R TR | OLEETH, HEHEROEE)[ L
FEIE] F7213 (kb oA L0 b [TFHIBIE]
DGEE DT HEHRNRIEIKE W (B10< Bu< B,
Bi<Bi)o LL ZNBITHEIICIZERE T
R\,

—Jiv BEHEROZEE O PN EHEROK
L PRARSOYUGTOERMRE WD & IEHE
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*5 EXHEE

I fiE o e 7 i /M 551U |55 3 UGS YN
Earn_rev -0.05 0.39 -0.00 -2.00 -0.11 0.06 2.00
xK6 HUTINTOERESF (obs=3,474)
(1) KX (2) KX
B, | Earn_rev 0.294 (2.81)*
B: | UPBUY 1918  (12.37)* 1924 (12.33)*
B. | REBUY 0.216 (341)* 0.243 (3.81)*
B, | UPHOLD 0.283 (1.01) 0.310 (1.10)
B, | REHOLD 0118 (1.58) 0.112 (1.50)
Bs | DNHOLD -1045 (-723)*| -1044 (-678)*
Bs | RESELL -0.024 (-018) -0.065 (—049)
B, | DNSELL —-0887 (-428)*| —-0906 (—4.05)*
Bs | UPBUY *Earn_rev 0.169 (0.37)
£, | REBUY *Earn_rev 1.104 (4.39)*
B 1 | UPHOLD *Earn_rev -0.324 (-054)
B | REHOLD *Earn_rev 0.201 (1.25)
B 1. | DNHOLD * Earn_rev 0.298 (0.59)
B1; | RESELL*Earn_rev -0.014 (-0.06)
B | DNSELL*Earn_rev 0.162 (0.28)
Adj - RSQ 0.066 0.068
() MiZtfE
* 5 %KIETHE
* 1 %KIETHE
F fif pfii
Hy: Bs= B, 318 0.07
Hy® Bu=Bu=Br 0.36 0.70
Hy: Bi=8u 0.08 0.77
Hy: Bs= B 043 051
Ho: Bo=Bu= B 6.39 0.00
Hy: Br=Lu 0.03 0.86
(1) =X

CAR(-2,+2) = 5o (Earn_rev) + 5, (UPBUY ) + 32 (REBUY) + 35 (UPHOLD)
+84 (REHOLD) + fs (DNHOLD) + f3s (RESELL) + B (DNSELL) +

(2) K

CAR(-2,42) = 3 (UPBUY) + 5 (REBUY) + 83 (UPHOLD) + B, (REHOLD) + 35 (DNHOLD) + s (RESELL)

+07 (DNSELL) + 85 (UPBUY x Earn_rev) + g (REBUY x Earn_rev)
+610 (UPHOLD x Earn_rev) + 11 (REHOLD x Earn_rev) + 12 (DNHOLD x Earn_rev)
+613 (RESELL x Earn_rev) + 14 (DNSELL x Earn_rev) +¢

(5 EIFEROREHERG — BB ROREH AR

FEarn_rev=

(15 mIERDOREHFILE] + [FIRFEROBEHFR]) + 2

UPBUY : #&HIE2s TEH W] ~O EHBIEOEAIZ1. ZoMizo0,
REBUY : #&HEIEDS [Hw ] #mo%a1d 1. 2ol o,
UPHOLD : ¥ GHEseAs THA | ~O FHBEEORAIE 1. 2ot 0.
REHOLD : $e&EHESEDS [RA ] oA 1. 2ol o,
DNHOLD : #&HEIEDS THA ] ~O T HBIEOS&IZ 1. 2oz o,
RESELL : ¥&HESEH [58 0 | fkbiodfid 1. 2ot o,

DNSLL : $#&HEDS [780) ] ~OTHBIEOEAE1. 2ot 0,
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ROEED [ EHBIE] OBETE [REA] X
[HW] OBHFRELC (B> fro) EHIEDOL
HAs [k ] 2 [THBIE] O%ETH, KEHE
BT [HW] R [RE] 0BG IRREHEED [k
Al R (580 ] O¥E X ) SIEHRIRARE WA
(Bo> Bu> Bz B> By THHDKRD [H
Wik | DG & B CRETIICIZA B TlE %\,

D rotRke g s e, FETHOLETDNHE
BRI BEHIED T H ki OB E 12K & <
CHEHEERSTFI AL - LR— bOHRT—F
BoZw TRk ORac, AT -HOYET
DIEREFMHL TR EER ONDL, 72T
PEHREOKENFH LTH [ EHIBIE] o%a &
D, THkRE] 2 [FHBIE] O%alFREAFED
SEIDTHEHRRARKE VDS, ThH DRERITHE
FICIIARETIE R PR RIS N R o
720

4.4 BHMESE
DEOFEPFERIBOENIZL 5T, 7FHY A ME
T AHBEOSIER L DL HESNS
(Lys and Sohn (1990), Stickel (1995)), % &
TR TSSO E % 5. 2 2 M6
MAERE LTRERBEZIY EIF5,
BBLD/N S WA AT TE 2 G WA
BN nwekE 2 b 720, HEROEBIE
WL TT F U A MERNOELEEE N T &3
ME3INb, ZOMHE. 7H) X MERICHT S
TMHORKSHREWZ ETFREING, KREOK
ATFZETIE 7Y A MEHUI UM SRR &
RELIEZRTZEDVPHLPLIIRoTWS
(Stickel (1995), Asquith et al. (2005)). AHT
FBEHERERL P RIS EFIBIED L X T H1E
SNSRI 2 ) LT, 20 L TR
WIEOEEKZ N2 72U F ogEatic X ) SR
ZX BERESHT S,

CAR(—2,42) = a+ (3 (Size) + ¢

Size :In (FRlikaA /106&F)

S TTREN D BERBORBOT 5L,
BHEER AR T O L BIEORAIIATHY .
THBIEDOBHARIETH D, ST ORREELT %
N IS

BT EHREIEE SN E. L BIEOM4®
EB TR AEBBEORBIIBEEBY <A F AT
BN THBEOREROLA, BEShi gy
FLRMDOIA FATHo72, F2FNLIEED
5HMAICIEE TR A V. TR TEOY
SICBELTYH. EABIEORERD THBIEOA
D BB ORBUIEER ) D5 TH - 72
25 BEHICIIAE TRV, HEHEIROLEH K
UFRETPROYETICE LT, AR X 215
D RERIIMBT X hors

5. FELHLESEDFRE

AERTREBDOY T vz TR T ) A
t DFEHEAR DL E & FRFIGEOUETNIN§ 51l
GBS ZMRGE L 720 AROMEETH 552 7% -
ZRHILT oMY Th o, LT HEHITEOLH
CEL T ATIRERRR B (FJ5) BIES
LTl e SN2 UEY 50 724
BHIEOFHBLOMNGIZONWT, THW] L LT&H
Y DYECHLIRESIS L, 7H YA D
HBLANL T OFHRIRHFRD SNz RITH
M7 A b+ OFGETROLETICH LT b HKEH
WoYa Ltk EABIE (FAEIE) (I3IE ()
DFFEWEERPBI S N Fzo £ L THREHERDZ
B EFIRE T ROEETOMHE 2 W HEETIE, £
N5 2 DITIEZ NS L 7B R D580 5
N7zo MATTFHIA D TH] HEFE)HkHE S
N5 E AR TP OLET DTEFHRARAK E Vo
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K7 FHNROEEREICLDEN

(Peidfese)

LHBIE (obs=311) THEIE (obs=403)
Intercept | + 1.938 (3.28) ** - -0996 (—-208) *
Size - | -0085 (-067) + | —0007 (-007)
Adj-RSQ -0.002 -0.003
() MiZtfE

* 5 % KIETHTE
"1 %KIETHE

(R 3%)
EFHBIE (obs=1544) THBEIE (obs=1,746)
Intercept | + 0664  (257) * - | -0415 (-192)
Size - | -0043 (-0.79) + 0052  (1.08)
Adj-RSQ 0.000 0.000
() P t1E
* 5 %KHETHE
=1 %KHETHE
CAR(—2,42) = a+ f (Size) + ¢
Size : In (BHIi#SAE /1065H)
THYADL - LR= DL [HWilkhe] TH )

B8, PEERIEZOPTH S THOWET DR
AL TV EEZOND, —F, SR
X A EHRIROE L, HEHEROEEOYAT
AR THOYUGTOHETH Abohah ol
SHOPEE LTE, 7H Y R boRBEHRERR
Flig PR L Z MR E OB#E TS 2 &A%
VETH D, PlzIE 7Y A N OBEHIERF)
e PO DET—HAL L TV SR HIC L 5F
WPHEEDLHITEELTBY., ZoOHE, 0
BORIGHED & )25 5 0% R LEH D
b0 FIAMTIIRERLZI Y P O— VT 58
B ARy MBS EZ 729 TV E RS L
oL LZOFHmEICL ) HHEIZTF ) A b -
LAR=IPRRENDE L) BRERDOTF ) A MR
AR L T 2 BEDOEHRNRIZHS I TET
WiV, L DT F YA NSRENRET HHT
Dl &2 DT F1) A T+ OFCEHESE - R P EOMEHR
MREWRD L BEGHOBETH 5,
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1) i (1998) 7% &% B,
2) HKFRZEGHT OFERD S TR % t= - 2~ t=20H]]
&SR e Lz,

3) IFISOT— % NX— A TIIHKEHIII OV TV E W % (+
2), [HWWIEh ] %2 (=2) ELTIRA Y MAD 5 BLRE
THERRLTVD, T THEEDOT T A M0 HE, #
CHEROFIMHED (+05) 2B %A% [HW] L. (-

05) 2 TH2%a% (6] &L, ToMo%E%E A
L7
P TNVHNOR— T — 5 ORBICE LT, MEHNTH
OTEY LY Y IVET R LS8 D5 b 1T 7255
Ao EE LG22 b0TI R o7,

5) FEHERDOLEERL FRERAREDOLEILRE ST 4 ADLEH
DERIE. FRFROLEEE OMBEDNES < A EE R
DD EIITELRVDT, BEHFTEITo70
FRFZEDOUETOTEHNEOSERBUC X BEVICE LT,
A FHRBMIARAIC X > TEY > IV E RIS 5 58 L
7o BT AL - I P AL O SAIEREC D W T UL o |UE AT &
Thotz
CAR(-2,42) =a+ 3 (Farn_rev) +¢
3 A X% PO SRR TIE B IEHETNICHEIC T T
ATHo12h A XD L OSHMHETIZBIET T
ATH -7 DOFATHNIIFEETld o7z, T
FA XD BOERIMETNCAECTEedh o LI
BECTELATADLR TV IREHETFHEREKLT, 7Y
A D FREIREEH->TBY, ZOPFTREEFESAL XD
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