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Security Analysts Earning Forecasting Behaviors Based on
Investor Sentiment
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Abstract The fixed effects model was used to analyze empirically the panel data of Shanghai and
Shenzhen stock markets in 2005 ~2013 and the effect of investor sentiment on earning forecast of
security analyst was investigated. The results showed that in the high investor sentiment period
earning forecast is relatively optimistic the accuracy is higher and the divergence degree is bigger
also which are opposite in the low investor sentiment period. The prediction of security analyst-
rational represent is affected not only by enterprise factors in micro-level but also by the investor
sentiment in macro-level. It demonstrates that the profit forecast behavior from the view of
behavioral finance.
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Table 1 Descriptive statistics of main variables
AFB 0.182 0. 108 4.954 —4.425 0.521 2520
AFE 0. 325 0. 182 4.954 0 0. 447 2520
DISG 0. 089 0.070 0.733 0 0.071 2520
Sent -0.034 0.182 0. 650 -1.138 0.575 108
Size 22.892 22.724 29.021 19. 565 1.452 2520
Debt 51.233 52.58 115. 120 2.910 19. 065 2520
Roa 6. 802 5. 665 47.700 -21.700 6.203 2520
Follow 10. 923 10. 000 40. 000 1. 000 7.278 2520
3.3 3. 3 1% 5%
Sent 0.104
2.
1%
Sent 0. 063
l 6
Size  Follow
Size Size  Follow
AFB Debt Roa
Size
Debt  Roa
2 AFB
Table 2 Investor sentiment and analysts earning
forecasting optimistic bias AFB
! P>l 4. 4 Sent 0.010
Sent 0.063 """ 0.018 "~ 3.52 0. 000
Size 0.143 " 0.020 """ 7.06 0. 000
Debt -0.011""" 0.001 *** -9.15 0. 000
Roa  -0.065""" 0.002*"* -28.30  0.000
Follow  0.010""" 0. 001 *** 5.60  0.000 3
Cons -2.200""" 0.451*"* -4.83  0.000 Size  Follow
PR * ok % 10% 5% 1%
Debt  Roa 0
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Table 3 Investor sentiment and analysts earning
forecasting accuracy AFE
t P>l
Sent 0.104 """ 0.015""" 6.57 0. 000
Size 0.173""" 0.017 """ 9.77 0. 000
Debt -0.002"" 0.001"" -2.12 0.034
Roa  -0.005""" 0.002 "~ -2.71 0. 007
Follow  0.004 "~ 0.001 ** 2.37 0.018
Cons -3.5427"" 0.394 """ -8.97 0. 000
4 DISG
Table 4 Investor sentiment and analysts earning
forecasting disagreement DISG
t P> ltl
Sent 0.010""" 0.002 """ 3.89  0.000
Size 0.011""" 0.002 """ 4.01 0. 000
Debt 0.000 " 0.000 " 1.72 0. 085
Roa 0. 000 " 0. 000 " 1.88 0. 060
Follow  0.001 """ 0. 000 *** 4.07 0. 000
Cons -0.208 """ 0.064 """ -3.24 0. 001
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