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1930 de] T2 o] Hrhe] B3H(recession)22 Zx 7+ 2008 F&4719 € Fo sz, fde2ES 2
AP 2750 YHA9l dZo] 251 gict. £ ATE 20089 FEHA7IE AFR WAZ AA 874 A3E S of
Ye| AEEo] zpale] o Zx|d] oj®A wdatn Qe Ao st ¥Mske AL SEE o} Bod FAHeR, S o
Ye| ~ESo] wEg 42397 (stock recommendation)# ©]2)e) %] (earnings forecast) € ° &3l S&H7I=
o3 ZA | WaE goh} wa] eln oJFA A9 o= FHd) uldsRER BAIY. EF, ofde2EY of
o)oj o] Tld AR vhgo] F¢971E AFZ WP} gl BHFo N ofdR|2E o3¢ diF FARES U
Ao] 2§97 AF2 ¥t e A goldt

Az B A3} ge fIYAESS U7 A7) olFd) dF o7 HEE A ¥AY &3 AA FAE uHES
o] wslm giglon], Audos He 4o ofjde2rEEST| oEA] £ AT olHT HdrES] UH
Aoz olglal FAZHAL Avtdoz YA Jepdn Utk 2elm, FEA7] Al7lel fde|2Ee] o]
A8tz (upward earning forecast revisions)d] tald F7ie] kg A5 @te] frelzolx] &2 whd o9 =
A (downward earning forecast revisions)el tald F7ke fedoln 2 F7t g AF #E Bl

olg3t A 2gY7lehe B4 AAMANA e 2ES0 ARFANEN AFH 43S FPckes AL vl
0} 23 EAREL ofde]AE dZx] AR 3] AR A g} AFH o JIAE Fejsin e AL 9
gt olalg Ak AR D EAR A ofdEl2Ee] F ARAGeIAN Y Fae] g olset HAle] oA
o g F2F NS AT

..........................................................................................

| M2 d 2 239 3¢ L AL v &9 F5S 7M.

A3 AW AA 2T A71E 38 S AA

AA A% AA =2 4= 3, Lehman Brothers

2007d 7k n|2e) MuZely] 27)A(subprime 9 Washington Mutual®] #4}#% Fannie Mae,

mortgages) A1A9 2#3E 2959 AHMEA  Freddie Mac, AIGES I3t 22 3¢ M

(solvency)# 434 (liquidity)ol 97AL 42 o 2 ¥isgte 3 A AA ZAAE 193049 diF
A7|AA &3 2] Aute] thd Eobke FAHAA B ol F Hule) £ (recession) 22 21 3.

t}, o|gjg Belztel Fv7he A & A assets) AAGZI A3AEL 20089 FEA71 st

2 A (commodities) ] 714 5o olojAd 71 o b TAAAE AXSATH(André et al.

HEF109: 2012, 12. 10 Sl (1Zk 2013. 4. 9, 24k 2013. 5. 17) AxpE™Y: 2013. 7. 29
* o] =L 201145 AV (RSElE)e Ader AT AEY AU Pol AFHUS(NRF-2011-332-B00245).
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2009: Balachandran et al. 2011: Barth and
Landsman 2010: Duffie 2010: Krishnamurthy
2010: Laux and Leuz 2010; Mendoza 2010:
Ryan 2008: Stulz 2010). AT, 8¥%717}
dZ3l7] olg 3 39 E71ed ARzlo|AeA o dis)
A =@ Ao, ¥ d&, vl Federal Reserve
o] 9 Zo]A™ Allen Greenspan< 20109 3¢
Bloomberg TVe] Qe fell F5471€ A7
of gl Uy Al oletn Beojstm A, AW
AN, AATT BT dFsie d Adsiidy F
Aot ¥HA 159 Financial Crisis Inquiry
CommissiondA] &2t EaAdX e 389710l
g3 AF A3 AP 838 dAeel= B3t
I 2L A FA9AE(market experts)e] o|#
AFE FAE 2N FEA7IE 2 dES
Yz g Y

£ d7e 3897 AFE Adg2E o FH
o 4% WsE EAstq 3§97 Al719 <f'de
AEE| ol &S FYPsgeA Lol
ddelAEE AEAIZNA dEFHQ] AE FHA
(information intermediaries) 24 A|&d] EA)
e ARE £3 2 BAstd FAAA 88
ARE AFehs 482 It AH(Schipper
1991). FAASY ofde]2E AH| 2] tjgt o E
e 719E S8 B84 ] oldSE 57}6}
7] W& (Stickel 1989: Zhang 2008), =%
712 st A1) B840l Eolrl "‘J%ﬂlﬂ A
A9 A4 Z2E dfdg2rE 4L H2 FQ
A, g2y, F89471 A7l fde2ES]
Z S BAdle AL 3719 FAs ofd

2EZ0] AH FHNUoEMe J&Z o|FA F

Pt =4 oldste d F83si
2 97 200549 4¥5E 20109 12€ Apojel
SEE U7l dig A ofde]AE] FAFH
9] 7 (recommendation)# A7t0]¥ ¢ Z3] (annual
earnings forecasts)& ©|83td g7 AF=2
e rES] o) F Ao ¥slE FAYPY. £ I
TFE 20079 12€%H 20094 6¥71A& 589
71 Al712 A ejgt}. n]=€] National Bureau of
Economic Research(NBER)< 20073 12¥%
g 2009d 6¥€714 & 69717 24408 A&
A 4L v ZALER2 FsAe). AT
717t Bl B¥A71e AAA ZAR 43 g
5928 (Aloui et al. 2011: Cheung and Mak
1992: Liu et al. 1998), Zu AEARZE 894
719 9oz AA7d AR (AL 5 2010). °f
g3 A2 vz B A7 20079 1245
2009‘4 6974 E 7] AIZIZ TR, I
A9 43S vz 77k FUH e A
1:3]'&1 ofde| ~EQ| A3 W3S B} AA 3 #F
gho},
ok FHFog B dFiMe dad go] 7|
< TR WA, 20051 495E 20073 6¥7HA]
713+ ¥]3-89171 712K Periodl: pre-non-financial
crisis Period) 224 3¥717F £AH o2 A4
3l7] oldel Alzlolth. 2007d 7TEREH 20074
119744 717+ 38971 AV712H(Period2: pre-
financial crisis Period) 2.2 ©| Al7]dl& AAA|
7o B840 FHH F7tet] 891710 dig
A8 237} 2 A1 Fo|th(Acharya and Schnabl
2010: Aloui et al. 2011 Krishnamurthy 2010:
Nippani and Smith 2010). 20073 12¥€%H

1) 2o RS RN W8-S http://www.gpo.gov/fdsys/pkg/GPO-FCIC/pdf/GPO-FCIC.pdf *I4 & & 3ot
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20084 BE5719 of2|2ES AF YYo| wst

20099 6¥7tA& ©l=re National Bureau of
Economic Research(NBER)eIA Ao 74 E
g7124 2717t BAA0R 48 A4 9%
& oA A7l AT, 2009 3ERE FAAR
o] B3oM MA 3| 3Ea}7] AlRstEZ, 20073
128%€ 20094 2974 AA FAAHo| &
a2 e 5971 Au1(Period3: early-financial
crisis Period), 20094 3¥%€ 20094 6474
25971 397 (Period4: post-financial crisis
Period) & F&dc}, 221, 20099 74 ¥
AV ¥ 289171 7174 Period5: post-non-financial
crisis Period)e|th. A3 AN AH 2 F4
Ao 43S vge vsd A7lE S92
TFH3atgch(Watts and Zuo 2011).

Az A7, ode2Ex F§U7E AAHCE
dZsts AEE AFTA Fken, fde2EN
ZE712 AT AEAF 2 A3t A=
27t ofde]2Ee] dEAde 2 ¥t A
ot AHR B 2897] 71ZtIA- Period19] 743
A7 FFge 3.70 (BEvjx=1, ZvjF+=5)
olglout, F§%171 AA 712kl Period2e| B
o] 3.840 037 A%alAdt. =, FEA7 A
47) (Period3) 9= 3.83. Period4ell 3.802% %
Fgol 2% sigtsld 3897171 £A35kE o] F
T FA3AoAd e 2 ¥l gl A 2E
o] o]9]d|ZA & 0|9} FAIG AFH AHE HAF
o A

w3 FA717 BAH o2 J3FS v AlF
g 20079 129 o]Fd o 2rEES] FAFAH
oA wEF7} FASA Fihdhe 4¥S 2N
ok 25971 A 20073 11€0) FEE ofde
~EY FAFHYA EE £ 2,7T1A%Y, &
&97] wht A% 20079 12¥€9= 1,47974¢]

A3l x428 HM5% 20134 10%

Z3o70] HEso] Agd vldte 44%7F 743t
Act vk FAFHA £ 2007 11€9
12070004 1290lE 3442 Agdid] 70%7F 7
A8t old@ $HAE F Period29= % 54.3%
7} 8% (upward revisions)°|XL, Period3
ol 61.3%7}+ 8324 (downward revisions)©]
Ack, ol & Aae 43T Hde2E7 369
718 d&8A] Eeien, 38571 ol v
AL 9o dde| 2ET] FEA7IZ Qste W3}
g AL B3 ey A5 ouigt

nprleto g ofdelAES o|FHA|d i F
7ke] wkgo] 9le] tAl 7|7kl mhe} bl 7t v A
of tal BAsct ¥4 A%, A7 F4
Aol e wx]7] A& Period3dl ojdel 2
E9| o]9e| AgkzA (upward earning forecast
revisions)ll thalM A13zx4 B7Idi) & (market-
adjusted three days abnormal returns) W&
A4 o] o)A o)A fste}. ¥ o] Aj7]ef e
~E9| 0]2]¢] 31324 (downward earning forecast
revisions)ol t&lA F7te froHoln & F7H
22 ¥gY, oyg Aze FARELS AR A
33 A5k e odelAES FEd M
AR 7INE Fosix] G Ao HAY,
Z EAAEL ode|2ES FHE AR F3ol
U apale] 7id ABE 29l (confirmation)she 9
gz a3l Aoz ey,

2 AFE 7129 d7d g3y o] AT
2 ATE %97 AFE 3 Qe 2EQ 4F
A HE Y L o) g ojalE stk & @
To] AzAT Ay} G5 ode2EE 359
717} EAH oz FANZ &S v|A7] oA
FEA71E dZste A3AE BENA FA 9
qg Ae FEU7171 dSE) ol AHY F
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T A, Aoz 9] ofdAEEL 3897
ojAd A A Foll EAIGIAE UE AFE X
st Edde AL gujdd. =&, FE4971
7F BT o] Fof| ofde|rEFS] FHYAL AA
Byl dfla, Ao dde|2ESe] o FA W
5 ¥lske A%ES BAFAY. o2 ZI:
fde] 2ESo] FFA7IZ st Ao B
o] oA RN FEFMALEA AFHY
dEFE 852 A gt A EY.

4, & A7 HdY2E 59 JHH
Helo] gt F7HAQ SAE AAIT}. ofde]
2E7} 719 st B &#A < (unfavorable) o
Z¥0e= 342 (favorable) <53 2HEE A
I3 Ay AFL 71E AT ZF vEhd
A (Beyer and Guttman 2011: Chen and
Matsumoto 2006: Lin and McNichols 1998:
O’Brien et al. 2005). oA E e 2ES
o] A&AHoE YHAQ 9F A4S e A
$ APAFME BdFan e AR5
2007: $914 2008). 2008 F&71 Al7]e °f
Y| 2ESL FAFAHIAE TI]81AY o] 4
ZX & Y NHEse LR, ol o F3
U Aoz Qsly, fde|AES FAFHA
L AvkR oz YA o2 vehtm U ol
ojde|2ES] F2] oA &E JTFL McNichols
and O'Brien (1997)7} BoF fde|2EQ] 79
A Aeo 9 ol Z3] Aejghe UE HFoln. F,
McNichols and O'Brien< °f'dg]|2E7} &7 7]
9] AWAE TI|ske A<H Adgo|y}, £ &
7o AejA Ae e ofide]2Es} dAjFe g dF
2 BE RS =5, Exdda sz 9
AL $45A &1 9 vk dEs e Pl

G B AT AAGTA R FAA A AdE
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2E7} AAske dF AR A3} Hrld i
F 83 AAME S AA T fdAESS] YA
d| ZA gk gt v A Fet glojgkon n|=
d A= 2002 Regulation Fair Disclosuret
2003 Global Settlement 2-& A28 747}
AAEAT, & d7E 20089 289719 22 &
T A ABoA fde|2EES YA A ¢
FAAES ofdE2E S o g vhgol i
A% AFHE BoF o2 Fx1et F A=A Al
U AEAFA Qe 2ET} A A8k o F3] 9]
AREH 2 o] BeAd tE ol & F=Tt.

E A7 g 2o AN 2% e
71E 478 133y, 3 A+ Y R B
2ol disiA =2ddt. 43N e A% 23E A4
3k, 5%0A ZAES AA g

Il MEHT T L o7 FA

2.1 28%71% F2 Al

2008 F&971E 1930dthel ulF3 o]
7V A2 AAN71 2 AEEH 2 gl 20074 °
Ao v BEd ML A& Fssta U
1 olo] me} vFe] PELS THEA A&HL
2 A&(credit) S Eisligct. oz 48 )
AL 2006139 AAHE o]FA=H, 20079 Tt
Z9 7}2 A% (housing price bubble)o] &2
A AXHA 21§ FHo] R AMuzeg 27]A]
(subprime mortgage) A%l th3t $17]7ke] EA
stk Mu=elgl 2712 AR F3e 20074
68l Bear Sterns7} &3t A H=e] st

Ao ma2# HM5E 20134 10



20084 289719} ofdalrEe| ofF yuol wish

2} 8¥¢] BNP Paribas®] A& el A92g &
AHog AZEAEeH, ABZey 2R AR
e 2359 b At dig AAY 2 #F
A g B4 /AL A7 23 A A
A9 9712 FEEHA

ABA M E 20073 Futl 259718 243
o wdsly] AlZsiglt}. Krishnamurthy (2010)
£ vl 27|12 3 (U.S. Federal National
Mortgage Association) ©]A-&3} P15 4] (U.S.
government treasury bonds) Atel9] o]z& z}
o|(spread)7} 2007 1¥ < 20 basis point
(bp)ellAl 20079 6€e 40bp, 7Hel 60bpE &
e o] FolE A&H o2 Busn e AL
B3t Nippani and Smith (2010)& ARt
714 ¢l 5 (asset-backed commercial paper)
9] whgjo] 2007'd 8¥ 1,0609 2eolA 2008
840 7899 g2 FASA #Asd, AP AF
o] 43 A5H 2 U< BAFAU

FA AL A ARETE =4 20073 129
5E £F4408 FEA7IE Hdshr] Azt
Figure 1] Panel A€ v|3 Dow Jones(DJ) #
7+ 20074 119 < 13,0008 BPo2 43t
A stgtetn S5 BoFa ot ol @ A4e]
3t 2009 5¥7HA A &= glo] LPFL F
A A A FEA717F 98 vA. o)
AR AR 2 FA AR 43 95E 2008
d 999 Lehman Brothers® 4t Merrill
Lynch® Bank of America®2] |z}, American
International Group®] A% vjz 53 2& 3%
Aol QlojA B2 WEE 7tA gt

3 AHd 2 F4 AF GA nFe2Rg Ay
g FEA712FH ARFEFA FaAct. = 34 (5
dE)e] CDP(credit default swap)g =z|n|d]

AU x423 H5E 20134 108

€ 20079 1299 100bp BTl 2008
10€ 675bp7tAl dsdtdes, AAAZE 2007
d 69 8.8579 2 TEAA 2008d 11¥
6,5569 28 FEZ FAHUAAR(E T 2010).
Figure 19| Panel BolA EoFRo| 35 A|3o|
2] KOSPI, KOSDAQ A% vl Al 43} H]<
3 20079 12€%F etz AFstd 2009
d 29714 A&A o2 sty

2.2 OidR|AES| A} ofF 43

ZAHEA oA o de]2EE H B FIHALEA 7]
A7 AN Aot FEE 7 £ BH42 F
dto] 7149] ol Ao} AU o5 & FAFA
AL AT FAAES YA S w5 9%
< 585t slch(Beaver 1998: Schipper 1991).
53], dde|2EE Al AEAQ] A4 L o] &3}
o A1l EAEHA] e M2 FEE FZ(private
information production)dtA4 (Ahmed et al.
2009: Barron et al. 2002)3} A& &5 3

g 7% FAAA w2A A2 (information
delivery)dte 94%< 335t 3ith(Lang and
Lundholm 1996: Richardson et al. 2004). %
A QM o A FAREL o @ e 2E
o] 8%Fo] 212 A& HH &E4 (informational
efficiency) < 952 vt 7]z Qi A5 A
T A3 94 ode2E7 @338t e 719 ES
F77} oide| 2E7F 995t A B2 71l ¥
3 AR EAlske A RS B e ¥t e
Ao & YepdtHe.g., Brennan et al. 1993: Brennan
and Subrahmanyam 1995: Hong et al. 2000).

A gk o d 2| 2ET} A Gl ARAQ] FRE F
7| Bk Apale) ola] A ol 2ajA Al dZH
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Panel A. US Stock Market, January 2007 - December 2010.
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Panel B. Korean Stock Market, January 2007 - December 2010.
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(Figure 1) Trends in Stock Market, January 2007 - December 2010.
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20084 3E97I9} oiigel2ES| ofF HEe| ¥z}

(biased) AHEE AFdhe A A AAHR
Ak, E3], fd2ES dF FEE Ao
gaE el Ao glojy FxREA d5E FE
£ At Age] Adoke 4% 237t Ak e.q..
Lin et al. 2003: Michaely and Womack 1999:
Womack 1996). <& % Womack (1996)<
19894 % 1991 Afejo] LEE ofde]rEQ] F
AZA A F 13.3% Tto] W= oj7o|n 44%
7h g Ao g iR ofzie] iy HFH
o] 9&< BoAFQ. vl nE33 3
A2(2007), $94(2008)2 1% mlwte] 270
e T Y uE ohdeg diiEe] 97|
BE EE ug) AFHY 98 HaiFa o
qdel~Ee] Y#HHQ o FA] WHE < (incentives)
02 77}t AAEH R Ut o E9, ofde
2E71 3 71004 $3AY dFAE ANTS
24 Jdeg2Er} £3dE BaAYA 71
A2g 54 &8 Al (underwriting business) ¥}
2e 495 FZA7) At(Dechow et al. 2000:
Lin et al. 2003: Michaely and Womack
1999) G329 dFA & FAA] Adf(trade) S
d$ 772N 24 HaAZA ALY 4
& 9% 37112 4 sih(Jackson 2005). EF,
dqd2)2E7} 719 AGAe £33 #AE #A
gozm AGA7L 23 Qe AR F2AES =
Ao & HHe| Y FolnA st FU
9ltH(Cowen et al. 2006: Das et al. 1998).
g d1So] ojde]2ES YA o F Q3
o tigte] ofde]2ES ojFjAA NN UUS FH2
¥k McNichols and O'Brien (1997)« ©|2{g
ofdel~Ee] Helof g He|(self-selection bias)
o 758 S AXSHY. &, fdE2Ee 7Yl
A B AHE AAEIE Holsts, 716l

ZAAB4T 542 H5% 20134 108

22§ o2& ARE Aokt st 25, At
7199 AvelA (coverage) S E7|Fche Aot
AgHog 71dd $33Q FEE 2 e
deg|2Eqte] £4 7|Q]o] digf o X & HHs,
olo] metd dde|AES] o EA7} AHOR
#A9 Agko] YehtA €k A2 McNochols
and OBrient 7149 49 A7t A A &&=
A% oidel2Er} 99 719S vt A¥e] F
7Vele 23E B FA.

2.3 28 9719 ofidelAES oiFgE Y X=AE

= 20089 2897 A7l AFZ2 ofde]
2E9| d|Z Age] ¥islE AFFoIN TS 2
& FAE A7, WA, 2008 38971 A7
o] ofdel~E7} AUFNACR o 4&2 3
=2 dole}, 200843 FE9719 53 F9 st
E 259717 AAAAMRE EAete] F4 A
Zog s uA Pt APHArhs Aol
o Al BgtRe] ABAIGL 20079 6¥8FH &
4712 WEAol F7tetaen F4 A2 2007
d 1295 IV Qe G453 sl
Azsigch B3, %971 ARAR R A2 7
A2 F43 oo 3712 B¢ 4% vad
(Aloui et al. 2011: Cheung and Mak 1992:
Liu et al. 1998).

2008 F-9710l disl A R AZAEE
o] Ao g3t =go] F7leta 3k, vl= Federal
Reserved 2#¢|2¥ Allen Greenspand &%
4712 ‘A7l g AW A olgta st
dZ3l7] ozl Apde FAG wd, 1T
Financial Crisis Inquiry Commission®ll4] &7t

1193



e

g BaXoe 384719 A 948 A3} Ak
o FE39 AUSoNE EFsta Be AR FdAs
(market experts)o] o|d AFE FAgo 2N 2
TH71E 2P 2L Yz U, gy,
N 2ESo| FFH7] o]dH o]F 2 Z2x &
A2 BHste AL ddYrEES F§97] A7
o FRFMNACZA FEHA7] A7ld A= 9
3 R AR W3S DA A oA ut
Pt FEFNA02M 4&L FYPJEA o|s)st

£ =88 20

=X, 38971 A7l ofdeA2ESS] Yuzal
dZ g W3yt ARAEA HAGG ALHIA}
U g 2EST 22 JEFNUSY G4 4
5 A% 71E 479 2 el 53], U
WY 2ESY FAFHYA Wi EE H{
oz FFHe] gik. FE9719 B sl A4
7b BAFES] G#AQ dFo] FEHIIE el
AAF sdgihe vdo] Z7kstn U.? ofd
S 2ESY YA Jgo] FE7]0l o9A W3}
AR BH}E AL Y 2rEQ 2 HR
o] 7K& B7tshe d Fa3i.

nfAge 2, o de|2ES] o5 Aol Wslel o
Bo] FAAE 2 2E o ZA ) T vhe-S
BEFozN dfdej2ES 489 g FaAe
A4 E Folth TS e 2ES o
Hojl tid o F Fxe fY2rES o= FH
84 (precision) 2 FAAE 7H¢lo] 2tx e 3
5ol Aol ZulA P Pxd et g

4 - siyy

2ZtH(Kim and Verrecchia 1991a, 1991b).
5, 2712 A 7o tg BBAYo] =
7h BB, FAREY ofde2EY o FB
of g W2 TS| Adle e 2E A
2o oA 7hxo] g2t ghef, ofde] AEQ]
BE7F F7HEQ AREARE e 77 Yo ®
A7 AAFGH, FEA7N2 71 B o]
718 BN fde 2EQ] o ZA] U] Ui
FARY] AUAd YFEE 6 Eobd Aojm,
dZR) o] it ¥ 6 S AR Ao}, w2, B
AAE0| dde2EQ o2 AH7} ©Wed] AR
EAdhs ABE BYshe FRJAY EE YuA
A7t EAlste FRE H7dd, 89712 9
ofo] 2840l Eolrl Aol N FaAEo] ofd
2| AE AR diFd &L 7|&d| vlg /A2
olfre EAISHA ¥ Aolth. wA, dderE
o Aro g FapAke] gL Zolx| AL} W}
£ Aot oMY, FApAY fQYrE o =X
of g ¥ ZAo 2H FapA7} 14 sl of
2 2E dFX]9] 7Hx]o] dig W3S A G

Il E= ME 2 67 i

3.1 32 A

T d7dME 2005 49FH 20109 12€ A

2) 9& &9, 93] Financial Crisis Inquiry Commissioni= A1-8#713]Ake] YAl #ejo) s} ch&-3} 7o) vjwalAT}. "The
three credit rating agencies were key enablers of the financial meltdown. The mortgage-related securities at the
heart of the crisis could not have been marketed and sold without their seal of approval. Investors relied on them.
often blindly. In some cases. they were obligated to use them, or regulatory capital standards were hinged on
them. This crisis could not have happened without the rating agencies. Their ratings helped the market soar and
their downgrades through 2007 and 2008 wreaked havoc across markets and firms.”
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2008 FBH7I9 ofdelAE| o Mol e

old] Fn-Guidedl 250 sle Ul ofde2rE
£9 o]9] & ¢ FAFAH AL AL, 7]
Azte] Hlm BN & 95 7] st 12¢ 2
A 71eHe AR, gubdo g JYEL A
A% o|F 3/4E ool AFAREE FAIEE T
3 U 495 o dx 34704 EEE Az o]
o ZA| 9} o] 7]|7ke]| LHE FAFHYAL A
gt} F7} A B KISVALUEZYH FZ39.

Fn-Guidet o|YdlZx|9} F4 54 o]
2, 4gold, F 58 §9 U dISAE AT
st glch AgaTol o5t o 7hA] A FE
dZ3) FoAM o]YdEAst Wixst 7 EoH,
g2 o3& FHol wsiad AdjAoR AAo] L
Aoz vehta cH(Givoly et al. 2009). £,
ol9dZA = Hd2EN FAFHYAS A3}
€ 4 N 2E} AHgste |8 PR FojA 7}
2 9% 290K (Dechow et al. 1998). we}
A, g 2E7} HEeE o 3X] R FoA 3
A ol FAFH el 71 F8E o5 FHo|
o (Schipper 1991), @2 2EQ] A}H HHE 7}
A 2 Uehd 4 vin fdts7) &l o] F o

230] 24$ Bk

3.2 8971 7122 E9

fde]2EQ o FA LR | AAY BHS
A= F59719] A7l i o7t sttt
AT, o Aol AHEgtRol dA A7
ANZAHAEAE Ao Foddte AL ofdd. £
AFdAE 2008 B697] BFE L2 2ES
9 o Yo AE ANALHE Yo A
< ZH02 37| Wi, FoF AR R AR A3
go) Wste] met A7 FESka, o2 A7l

AYEAT 423 ®5% 20134 108

lojA] ofde| AES] o F e W3 E BAs:
£ g

HA, 73] National Bureau of Economic
Research(NBER)E 20074 12¥€%¥ 20094 6
A E 7471 AAZIZ BTt o] 71t F<t
o5 2 SUFA Ae T3 AR Ed, 20078
1295 F71 A7 stEatr] AlFste 20099
6¥7HA] AMALE FE F/AF FAYS HAF
3 lck(Figure 1). @2tA, NBERY] Aol we}
2007 12¥%H 20099 627H4E 38471 Al
71 (financial crisis Period) 2 73t 22 -2
7} glo] Bk, skA|gk, =2l KOSPI®H KOSDAQ
A 20099 39FE AA3] 3 Este Bge B
oA F3 Qi ol F4 AR FFL ofdex
EQ oFo 42 = 7 B2, FIA ST} 3
H3he 20099 3¥2S 7I€LE €97 A
(early-financial crisis period)$} 347] (later-
financial-crisis period) 2 T#3=% 3},

20073 129%H FHANZLE F4F ¥F8S
Ho|Fou A AL on] FEA7IE A 9
32 gt AT 53], 20079 Bear Sterns
o] A A= it o] Fofl A AlFo] AT ¥
4% EdFn U (Krishnamurthy 2010).
b 20073 TERE 119702 AAABo| 37
g WgAe] ol AZIZA 84719 AxE
dT= 9971 A717H pre-financial-crisis period)
2 Zogd. a2ln, o|99 7] 200549 49
RE 20073 6¥€71, a2gln 20099 7T¥%H
20108 129712 = ¥l3897] A7l (non-financial-
crisis period) 24 % <] g},

Aeatd, £ dPoMe g3 2 Ak 713t
(event window)< % 9] g},
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Periodl = days between April 2005 and
June 2007 (pre-non-financial-crisis period):
Period2 = days between July 2007 and
November 2007 (pre-financial-crisis period):
Period3 =
and February 2009(early-financial-crisis period):
Period4 = days between March 2009 and
June 2009(later-financial-crisis period): and
Period5 = days between July 2009 and
December 2010(post-non-financial-crisis period).

days between December 2007

29l 71zt dig Aee AHA(ad-hoc)B F
Adk. AT, & d79 53L FEA7Ige 24
AwkAQl A3te] Wisle] e} ofde] 2E7} o2
ZAA W3E A4 ozl o FA Al o FA]d
vtgshe A8 AAgAcE #Fstn TH3e A

£ B0z s7] g, B AT 55971 A
ZA 7|7t FEo| wg FE 7|7He] Wizl A3 2
o] A 9L vjAA et AdEY H&
37l Watts and Zuo (2011)% NBER<S] 724 3
719 F4 2 A AF(LIBOR-OIS Spread) <
vlgte 2 20079 8¥5H 20094 8¥7HAE 3%
2171 712 Zosidt. € A9 F7HEQA 4
A 912l A 717HE Watts and Zho (2011)2F
987 Wz 7o date v

3.3 ofde|AES| GiFA| FI} EIS

qdAES o o9 AL fd2ET}
7R3 e M2E FRE FARA A,
EAAEY HdY2ES] o FX] o thF W2 o
WAooz F74p g A £ g 3 A
F2A A3, FAFHYAY] 35 HFY i
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(categorical variable)©|7] W&ol F434 <A
o 43X (revision) FA WFE W g2 7R
o}t webA, FA AT oA Ao EFEo]
Ae ofde]2ES FH ¢S A ofx, ¥
S AFe Z7ld Ui AH= 4A o, ¥,
djde] 2E9 o] FA e FAHL AL Wpe
Fe S 2ta lojA ARz oA d EF
5ol e FEFE ] 4o AP F(e.q.,
Ivkovi¢é and Jegadeesh 2004: Kim et al.
2011)° 2AHA & AFAAE od]2ES] 9
dZe] FAX o] it WHSAIFRA fderE
dZxo FEEHNE S

B FAHCR ofde2ES o] 4
& o3 Zo] A3t

X 4

(new _ forecast,—old _ forecast,_,)
abs(old _ forecast, ) (1)

FR, =

where,

FR = analyst's earnings forecast revision
deflated by absolute value of the analyst's last
forecast. We truncate FR; at 99% of its ab-
solute value to mitigate the effect from outliers
or extreme value:

new_forecast,
at time ¢: and

old _forecast = the last forecast by the same

= the revised earnings forecast

an- alyst before the revision.

F7te] wre-o odeAES o]YdE LFAS
71Zzeg A% 3% AF2% (market-adjusted)
] 7]dio] ¢} (accumulated abnormal returns)E
AHggt}, 7|70 o] dutgAlFe] ol & FA
g5t ohaak 22 AT 232 AP,

ZUStAT Ha2A M52 20134 109
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CAR-1, ¢+1 = a9 + a;*FR*Periodl
+ a*FR*Period2 + az*FR*Period3
+ ay* FR*Period4 + as* FR*Period5
+ a;GenExp + a7 FirmExp
+ ag* BrokerSize + ag*Companies
+ aj0* Frequency +a;;*Horizon
+ ajp*DaysElapsed + n (2)

where,

CAR = three days market-adjusted cumulative
abnormal returns around an analysts™ earnings
forecast announcement date, measured as

=l

r.—r™ : ,
,f\,:_f =r) where 7: is raw returns on the stock

and 7" is he return on the value-weighted
KOSPI(or KOSDAQ) index:

Periodl(or 2, 3, 4, 5) = an indicator variable
that takes the value of one if an analyst's
forecast is issued during the Period 1(or 2,
3. 4, 5) and zero otherwise:

FirmExp = analyst is firm-specific experience
(measured as the number of quarters of
firm-specific experience for analyst i following
the firm j ):

GenEXP = career experience
(measured as the number of quarters of career
experience for analyst i following the firm j ):

BrokerSize = the analyst's brokerage firm
size(measured as the number of analysts
employed during the year by the brokerage
firm employing analyst i following the firm j):

Companies = number of companies analyst I
follows during the year(measured as the
number of companies followed during the
year by analyst i following the firm j):

Frequency = number of forecasts analyst i
issues for the firm j during the year(measured

analyst is

A5t r423 M52 20134 10¥

as the number of earnings forecasts issued
during the year by analyst i following the
firm j):

Horizon = analyst's forecast timing during the
year(measured as the log of the number of
days between March 31 in the next year and
the analyst i's forecast issuing date): and

DaysElapsed = number of days elapsed since
any analyst’s prior forecast(measured as the
log of the number of days between the an
analyst's forecast date and the most recent
forecast issuance date by other analysts).

B oA BAL 7|7k mel FAprr} Q14 st
= ode2E9] 3o Fu Hipy} gt ofut
A% 2717 d2A Jdehdes 7t dig Ao
o, AEEHE ofde 2ES o|FH A (FR) o
g F7te] whgo 2 ZAE M, 7|7 o kA
o] ato]2 F3l7] s FR} 7|HE FAse
Period ©iv] ¥$o}e] 4524 Wyd did A
#e Folo] 33, a2lx, 24 FR¥ Periodst
o A% A& WFe A7t M2 T2 Ao thaiA
F-test2A Z43IES gt

Mg Ao o3t ofde] 2Ee] 5ol mwet of
de|2EQ] o 23] wE A Ao|7} EAEH,
olg| g o del 2ES Y 54 Hold| wet FApzt
o] wkg A g2 Jepta e Ao dehd
1 9tH(Clement and Tse 2003: Clement and
Tse 2005: Mikhail et al. 2003). @2tA], 2
Ando g 2E AY §4E vehle ¥
2 TIANA odel2ES AE 542 A
2 g Ay A8 gehy ofde2EQ o
w9l 38 (GenEXP)F N 719d 482 Y
elE FirmEXPE A%t 183 ofde2E
7t &3 B2ARA 7199 545 JYehls
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BrokerSizeE XFAZIt}, ofde|2Er} &7
Zo g9eta e 719425 YehlE Companies
¢ 3 7199l tigt dlE3)9] BES Frequency
£ TN, oA o2 U] AE o239 ut
& ANAHE BAske DaysElapsed®t Horizons
=S 3g ¥

E AFolA AHgdhs dHolH e ofde|2E9] o
A7 §4 719l st 94 7]+ FoF urEA
o2 yehte d'd(Panel) Holelojt}, o]
3}d wlo]Elo] tid Petersen (2008)< 2t +
HE¥ (two-dimensional clustered regression
model)°] 7P} Asithe A& HAFT}. Petersen
o] A|tel] wet B AFolME ofde 2ES 37
d4x¥ 73 23 (two-dimensional clustered
regression) < AHS-3t] FAEE i}

v. &5 2n

4.1 7|1=&8AEA

ofde|2EC] FAFA o7 o] d|ZAd g
71584 A7} Table 19 Panel Adl AAE 1
k. wA, AMAez 20059 49%E 20104
129 Ate]d] 223,06470 F4]FH 7o) LEHY
on, 1 FMN FAAE 7,605(3.4%) 744, vt
A, o] FA = AAF 2 210,280707F LEH
Qen, I FolAM 110,994(56.4%) 707} +3 A%
o o] g A ofdYArEE o]d |9 F4

FHNAE FHA Fozie Ago] don, A7
79 dEFA & o HHH HAY dZAS uE
LEE Aotk 53] FAFHYA oA ofde]
2EE 7189 FA 7 sl wEs= 3
o] Zotitt, o] AL ofderET} AF o
AE TRt 24 FBo|A) dEH 9 8N
of gt F3AA JAE 71 & 7] R 4
< AF 4 % oHE Trueman (1990)9 73
9} A gt

Panel Adl 94=4 o33 92 F3x9 LES7}
AAl o]t 200733 200839 o) Z=x)e] WE
7t 3A AAsY. dF W FA3H0 A
735 20063 52,72570914 20073 28,2372
o 46%7} ZAastY. W FHA FAA =
2006'd 1,37370914 20073 1,18870= 13%7} %
adte] JjAog Zhah Zo| gt} w|&@ A
o] o]9e]FA] HHNNET FHFEu] ojde]2rEQ]
FAFHZ9 FF(level of recommendation)
3 %A (revision)d AR &7} o2 4+ e
7FeA & AA gt BRI Soke] oF 9919
qdz]2E7 F 750709 719ES 293z AN
onj BHEHoZ F o 57589 ofde2E}
50770 719 S gt ok, B ofde|2ES
TE dHE AEFE st e v de d o
de|2Ee] g37]¢ & A W3} 9A g3},

Panel BiA e ofide]2Eq ¥ 54 WsS
AR ik, 9wt o g ofde|2E HF AYL
13.5 271(%F 3.5d)9x, A 993t e 7]
Aol dSAE LHEP]) ARG 7| 6.187)
(1.59)cl%ct. fde|2Ex HFHoZ 84719

3) & dFolAe APdA+(Clement and Tse 2003: Clement and Tse 2005)ol4 AA|§ o d2] AE9] o2 H8M (accuracy)E
EFAI7IA et 1 olfre AR o9 o&A]e] VAL I A HESTL Bo] F0]E7) Yot} AT ZolE H

TR A TSIl F3hs A/ 2R asith
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(Table 1) Summary of Statistics for Analyst Recommendations and Earnings Forecasts

Panel A. Summary statistics of analyst forecasts and sample firms

. Number of Earnings
Number of Recommendation . . Number of Number
Year . .. Earnings Forecast .
Recommendations  Revision Only NG Analysts  of Firms
Forecasts Revision Only

2005 49,509 1,426 47,159 14,596 397 473
2006 52,725 1,373 48.755 17,101 439 515
2007 28,237 1,188 24,789 15,615 483 475
2008 27.530 1.098 25,944 18.543 514 451
2009 33,066 1,494 32,206 22,786 577 459
2010 31,997 1,026 31,427 22,353 623 427
Total 223.064 7.605 210,280 110.994 991 750

Panel B. Summary statistics of analyst characteristics

Variable N Mean Median Std Dev 25th Pctl T5th Pctl
GenExp 28,017 13.49 13 9.29 5 20
FirmExp 28,017 6.06 2 7.96 0 10
Freq 28,017 8.41 5 10.57 2 11
Companies 28,017 13.16 12 6.97 9 16
BrokerSize 28,017 22.19 22 8.51 17 29
DaysElapsed 227,187 5.92 3.0 19.10 1 6
Horizon 227,591 185.10 182 105.75 98 273
Note:

FirmExp = analyst i§ firm-specific experience(measured as the number of quarters of firm-specific experience

for analyst i following the firm j):

analyst is career experience(measured as the number of quarters of career experience for analyst i

following the firm J):

Broker Size = the analyst's brokerage firm size(measured as the number of analysts employed during the year by
the brokerage firm employing analyst i following the firm j):

GenEXP

Il

Companies = number of companies analyst i follows during the year(measured as the number of companies
followed during the year by analyst i following the firm j):

Frequency = = number of forecasts analyst i issues for the firm j during the year(measured as the number of
earnings forecasts issued during the year by analyst i following the firm J):

Horizon = analyst's forecast timing during the year(measured as the log of the number of days between March

31 in the next year and the analyst is forecast issuing date): and

DaysElapsed = number of days elapsed since any analyst’s prior forecast(measured as the log of the number of
days between the an analyst's forecast date and the most recent forecast issuance date by other
analysts).

HYsdL x422 M52 20134 109 1199
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oldd|ZX & EHaIP L, % 13.15709 71dS &
Fatn Ut fde2EE 1831 Jle BEA
24 719 & 22.8%9 ofdYgrEE 143ln
AAUTh. BFAHLE dde2EE TE ofd2E
7b o]9 dEFAE LR A 6Y Fol dSFAE T
E3lz ).

Table 29| Panel Ax °j'd2|2EQ] F2|3H 9]
Ao i3 Al 7)17hE 28 W= FEHRS B
AF k. & AFolA AHEE 223,06470¢ F
AFHYA FoM 612709 FAFHo] ZYulx
(Strong Sell)’ £ ‘wi=(Sell)'E UYei L 3lof
A 0.27%° E3stdch. £ 73 vj4(Strong
Buy)' g4l 1,591(0.71%)712 iAo HlEs
7} o § AQictk. ¥HE i (Buy) 7F 75.94% 2 O
2ES s den, Bi(Hold) 92L&
23.07%9A °15 F 9Ad FAFH47A0| AF
g &S ¢ F Ao oFR, F2VI% ¢
fde) 2EQ] oj7do] 43| w5 oA FFHA
o] Awkd oz GAAQ FAFHAA S AL
At

AH 7170 FAFHZe] R WEss Hit
ghol AA|sle] Qlct. AAH 2 wia- |- Periodl
9] 69.4%X Period291X 83.3%% %& BEF
7} Z7181%e), whA B o7de, 29.86%°14 16.2%
2 Period29\X ZA3st9th. Period2e A%
o] B840 F7lse AZIZ 89717t st
71 AR 7|7kl ABAIRY] 80| FIHE
d Bt djde]2EE o]A 7|3k H|ate 1
A4 A E F7MIIL AR £F FAA R
HAM o2 FHA7E Wyst7] A1FF Period3ol
AT B4 17.18%2 47t Z7IetAA T, f
7wy e AL 82.7%2 Period2el ¥l

3o sttt A=sk 23 2A BT 23 F

1200

-

1 S e e . -

2] A9 Z3to] Fopx]7] A& Period4olA vl
Fo7o] 78.2% 2 ulH o2 A ZHAsA

AAARQ FAFA oA HdF JAl Periodd
£ Adstn AAHo R FFdte EeS BAFH
At ofde]2Ee] H A (A viE=1,
28 wl=5)2 Period1® 3.70904 Period2%
Period3s<%t 3.842 F7Vetiti7t Period4olA
3.802& YA Az 33, PeriodsollA 3.88
2 o] At . ol Bk Aole
AR 78S 25371 st F-testE 35k
o BEasA e SUAT, F-test 23 Period2%
Period3®] B3t F454 94 @& Aol7t o<
#e HAFm A o4ka, g NEL BT
1% #9 FFAM G BdaS BdFa dAG.

o3 g Ao u]Fo] HYL W, FFH7] AF
2 Jfd2ESLS FHH7I% %9719 A
g3l d&E A ZPA AR Btk A9
ato] FolAA| %+ Period3® A73e 380 F
olA| Al S| Periodd °|A A7l °]gg Al &
A0S wdste FAFHA L 2AHA Fudh.
T3, Period3o|A F24] A|Ao| d3o] FA B2
ANAY = B3t o de) 2B Hi F4FH 9
A ge 38402 HmA FAAQ AYE FAlS}
AR

Aoz ode|2E7F YRHAQ AdE A8
£ olfrEe dfde2Ee] JHAQ AU 29| of
de|2e7} Ar|Aose F4 AR 4% sHS
st F¥9717F @7140jgn #ddE v
At dAT o 1d A=) vud A7)z F¢
TEH7I2 sl AR 3] FA| %= Period3
71ZF Bl 71E9] dF ARE fAStn, FAA
#o] Folz|7] AlAZ Period4olA of'de] ~EQ]
FAFH o] 232 AFolr} sl A(HT
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(Table 2) Descriptive Statistics of Analysts Stock Recommendations

Panel A. Frequency of analyst stock recommendations

Strong Sell Sell Hold Buy Strong Buy  Average
Period (1) (2) (3) (4) (5)

N (% N (%) N (%) N (%) N (%)
1 118,056 114 (0.10) 331 (0.28) 35,252 (29.86) 81970 (69.43) 389 (0.33) 3.70
2 11,066 1 (0.0) 22 (0.200 1,792 (16.19) 9.216 (83.28) 35 (0.32) 3.4
3 33758 2 (0.01) 34 (0.100 5801 (17.18) 27,567 (81.66) 354 (1.05) 3.84
4 12258 4 (0.03) 21 (0.17 2526 (20.61) 9585 (78.19) 122 (1.00) 3.80
5 47,926 0 (0.000 83 (0.17) 6,087 (127 41,065 (85.68) 691 (1.44) 3.88
Total 223,064 121 (0.05) 491 (0.22) 51,458 (23.07) 169,403 (75.94) 1,591 (0.71) 3.77
Panel B. Frequency of analyst stock recommendation revisions
Period # of Recor'nmendation Upward Downward

Revisions N (%)" N (%)
1 3.476 1,693 (48.71) 1,783 (51.29)
2 477 259 (54.30) 218 (45.70)
3 1,434 558 (38.70) 879 (61.30)
4 559 330 (59.03) 229 (40.97)
5 1.659 899 (54.19) 760 (45.81)
Total 7.605 3.736 (49.13) 3,869 (50.87)
Note:

Periodl = days between April 2005 and June 2007 (pre-non-financial-crisis Period):
Period? = days between July 2007 and November 2007(pre-financial-crisis Period):
Period3 = days between December 2007 and February 2009 (early-financial-crisis Period):
Period4 = days between March 2009 and June 2009(later-financial-crisis Period): and
Period5 = days between July 2009 and December 2010(post-non-financial-crisis Period).

3.80)2 o|e g st LA et ofdx
EJ} Aol 38317 Alshe Al7ldl 2318 &%
ojfut sttt FAFAHYA L AN E AL i
g 2E7} Aoz F¥A7I2FE ] 35 A
d32Q FEE AN ZHcka B, =
&, A 2E9 5= FFA7I2 At A%
9] ggto] MEH AT B o2 WS
g she ol AFHo)A] ggtrhe 40| 7hsttt.

ZAHSHoATE Ma2# M52 20134 102

A7 233re] Wislo] @ ofde]2E] o FA] W
s ofde 2E9] oS54 X o) B 2 yehd +
derg dF FAAE ddeR £Ad Panel
BellA e of'de]2~EQ 3979 4744 (revision)
HE giAdeg BAF 238 BdFa it 4F
o|7A& 4824 (upward revision)? 7259} a3
Z% (downward revision)! Z$2 FEI}IAL

o, MEset A FHAANN 3 3 sHFrA el
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v & AN glk. AXF ez 7,605709 4
AFAA 49.13%(3,73670)9 +H 27} A=A
ojflen, 50.87%(3,86970)7} &gz oolA,
aHFEgo] Rzt o Bt ojeF ojde|2E]
3% B AFEAY vl g 71zHE Zol7t e A
F-testE &3t ¥484928, Period 3 9 H
v &3} v waTh. ¥4 A3 Period3d) 43Z3
H &2 08 719 4F2A vE 1% F544
o2 g3},

fde|~ES] Jg2H L Periodlol TEE dF
29l 48.71%%H 2% Period291M+ 54.3%% %
7¥8tA 3, Period39|X 38.7%2 S22 A 7H4st
At 2232 PerioddolA 59.03%2 tHA] Z7t3t
Aot ¥hA gz 2 olg wigHe $3YS B
o3 e}, o33t 25-E Panel AdlM BoF
A FH979 4F(level of recommendation)¥}
£ o2 2golty. Period29ld AEzA 9] H|go]
wol YA %S BoFe AL Yoy
Period391X AtiAo2 & v &9 FHo A
24 (61.3%) 2 3t Aol 43tE7] A=k
T4 AR %L wgde S 29Fa 9l
o WA, 2] AJFo] Folx|7] A& sh= Periodd
dre Bz A 9 vlgo] 59.0%2 BHFoz 4
G2 S HEF FH A9 vl go] 3k} o]yt
Ails B FH79 gho] 3.84004 3.8002
743 Panel A A3ote o g 2golg,

olg|g FAFHAY FE(leve)T FHA
(revision)9l SlojA o]& b2 Ayl Yehdes ¢
AL metebr] fsiA, fdel2ES d 53] 2R
AdS 2o 982 A8 TR FAFeR
ofde|2ES BE AI7|E Y2 TR HF F
AFHo7A JEH L X NEE S8 2
= Figure 29 A|A = L 9o}

1202

4 - i

AA, Panel AdlM e AA F43FH 979 Fo
£ BoFa gtk FAFHA9] Highe 2008
d 5U7A] A&AH o g Fedta AR, 2 o] F)
20094 2474 sl e BaS BoFq ¢l
Act. olg g Az of'de] AEE0| Period2dl 9
HAQ AL FAS den], F4 Ago] F
U712 Bgstr] AFE 20079 129 ol Fdx=
e 2ESS] P FAHYAL 47 B
Aol HoFr}, £ Panel Ad VRS of
de2ES9] Y#A o F o7 WgF ol 2 A
TollA ARS-g Ab 7)7ke] TR} Fagle] 4T
B¥E HoFa den, 53] oderE9 4
FAHZo] F4] Aol Wiglu = vhgstn 9l
=< BoF3 3o,

Panel B ColME ofdeAE9 F2FHA
o A% 2 FAAE ddoz Wz v &S
BaE3 gt Panel BollM+e Agz3o ves
st H &S EAFa gle b, Fg=23L 20084 1
Aol 76%2 7V =%k, ol¥Fd FF3HA st
I AR, AR oz ofde|rEe] Az 4
x4 &L Period2% 20083 1¥714 dakx
S & HdYAES HFo] FFRG Ehon,
2008'd 2956 A HFRY Fe Fgxy v &
< B9Fa At o3 A, oddAEl]
32X G A9 ¥HEL d5FHoz NYslae
AR Z L, A Hslo e FA|H o2 wHE-31A]
BT BAET.

Panel BAA #&= = 54 39 shite fde
2EQ| Aol BE H=S7}t 2007 8EHH
2008 10¥ Aolol] AA]| Hol vt 744
o= Aeltt. 53], 20073 12€3 20083 6€¥9
Ul R dF $3XY 4R £E BdFn 9

o ol E A7lE 89717 BAR o2 F4470)
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Panel A. Frequency and average value of analyst recommendations
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Panel B. Frequency and percentage of analysts’ upward recommendation revisions
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(Figure 2) Trends of Analyst Recommendations and Earnings Forecasts, April, 2005- December, 2010
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Panel C. Frequency and percentage of analysts downward recommendation revisions
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(Figure 2) Trends of Analyst Recommendations and Earnings Forecasts, April, 2005~ December, 2010 (#E)
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(Table 3) Descriptive Statistics of Analysts' Earnings Forecasts

Panel A. Descriptive statistics of analysts earnings forecasts

Pk~ N Forecan Earnings "B Foresasls

1 108,471 4,315 3.549 0.2340 71.74
(704) (576) (0.1064)

2 10.807 5,285 4,295 0.1814 70.15
(882) (809) (0.0733)

3 32,319 5,762 4,549 0.1494 66.01
(1,181) (924) (0.0360)

A 12,019 4,123 4,766 0.0663 51.06
(1,077) (1,154) (0.0000)

5 46,664 6.657 5.859 0.1264 63.29
(1,681) (1,453) (0.0355)

Total 210,280 4,819 4,339 0.1840 67.65
(956) (851) (0.0661)

Panel B. Descriptive statistics of analyst earnings forecast revisions

Upward Revisions Downward Revisions
Forecast % of Forecast % of
N (% ) B optimistic  CAR N (%) optimistic = CAR
Tor Error
Forecasts Forecasts

1 17,349 (43.91)  0.1703 (67.42) 0.7642 22,163 (56.09)  0.2340 (72.09) -0.0197
2 3,188 (45.86)  0.1466 (66.66) 1.0165 3,764 (54.14) 0.1841 (71.28) -0.1184
3 10431 (44.95)  0.1285 (65.34) 0.5458 12,777 (55.05)  0.1679 (67.21) -0.2574
1 4.226 (52.63)  0.0398 (48.84) 16010  3.803 (47.37)  0.1023 (63.11)  0.5993
5 16,827 (50.54)  0.0982 (60.66)  0.9947 16,466 (49.46)  0.1471 (65.89) 0.2229
Total 52,021 (46.87) 0.1256 (63.16) 0.5758 58,973 (53.13) 0.1834 (68.01) -0.1188

Note:

Period] = days between April 2005 and June 2007 (pre-non-financial-crisis Period):
Period2 = days between July 2007 and November 2007 (pre-financial-crisis Period):
Period3 = days between December 2007 and February 2009(early-financial-crisis Period):
Period4 = days between March 2009 and June 2009(later-financial-crisis Period): and
Period5 = days between July 2009 and December 2010(post-non-financial-crisis Period).

2 dgshe BuE B A Redc Avde Mok FANPY $AYuTG S EE 34 A
2 odg2Ee) FHFAYAT o|dSA B 24 A $4YE Wbt Ree vaFa o o
Ze $4AS] @S 4 A%l WS d3a] @ Ae ddel2ESe] 24 $49 3249 Ul
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(Table 4) Regression of Stock Returns on Earnings Forecast Revisions

CARi-1.t+1 = Gp + @;*FR*Periodl + ax*FR*Period2 + az*FR*Period3 + a;*FR*Period4
+ as* FR*Period5 + asGenExp + a; FirmExp + ag*BrokerSize + as*Companies
+ ap* Frequency +a;;*Horizon + aps*DaysElapsed +

Panel A. Regression results for pooled sample

Coefficient t-Value Coefficient t-Value

Intercept 0.4289 4.1 0.5445 2,93
FR*Periodl 2.6100 10.01*** 2.6373 10.12™*
FR*Period2 2.0170 19.49*** 2.1307 6.02***
FR*Period3 1.9478 11797 2.0212 12087
FR*Period4 2.0143 5.09*** 2.0432 5.58*
FR*Period5 1.9204 6.63*** 1.9943 6.21***
Genexp 0.0081 1.78*
Firmexp -0.0043 -0.94
Frequency -0.0586 -2.08**
Companies -0.0626 -1.16
BrokerSize -0.0302 -0.90
Dayselapsed 0.1128 263"
Horizon 0.0178 0.30
N 105,511 105,511
R-sq. 0.0057 0.0065
F-Test

p-value p-value
FR*Periodl = FR*Period2 0.0189 0.0346
FR*Periodl = FR*Period3 0.0346 0.0521
FR*Periodl = FR*Period4 0.0628 0.0693
FR*Periodl = FR*Periodb 0.0765 0.1200
FR*Period2 = FR*Period3 0.7880 0.6696
FR*Period2 = FR*Period4 0.9857 0.5306
FR*Period2 = FR*Period 0.7383 0.6555
FR*Period3 = FR*Period4 0.8637 0.9552
FR*Period3 = FR*Period5 0.9340 0.9350
FR*Periodd = FR*Periodb 0.8658 0.9333

1208 AU ATT H4a2H M52 20134 104
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(Table 4) Regression of Stock Returns on Earnings Forecast Revisions (Hl%)

Panel B. Regression results for upward earnings revisions

Coefficient t-Value Coefficient t-Value
Intercept 0.6978 7.20*** 0.5255 2.15**
FR*Periodl 1.3356 141 1.4311 1.69"
FR*Period2 0.5697 3.01*** 0.4062 2.29**
FR*Period3 0.0435 0.24 -0.1675 -1.9*
FR*Period4 3.0914 57.70*** 2.9651 6.62"*"
FR*Period5 1.7474 3.06°** 1.5621 2.94***
Genexp 0.0096 1713
Firmexp -0.0060 -1.13
Frequency -0.0718 -2.15"
Companies -0.0783 -1.41
BrokerSize 0.1147 1.49
Dayselapsed 0.1169 2.59**
Horizon
N 49,395 49,395
R-sq. 0.0027 0.0038
F-Test p-value p-value
FR*Periodl = FR*Period2 0.3394 0.1337
FR*Periodl = FR*Period3 0.1923 0.0655
FR*Periodl = FR*Period4 0.0680 0.0603
FR*Periodl = FR*Period5 0.7014 0.8889
FR¢Period2 = FR*Period3 0.4127 0.4040
FR*Period2 = FR*Period4 0.0002 0.0002
FR*Period2 = FR*Period5 0.0117 0.0111
FR*Period3 = FR*Period4 0.0001 0.0001
FR*Period3 = FR*Period5 0.0005 0.0002
FR*Period4d = FR*Period5 0.0051 0.0014

HASATR H4a2a M52 20134 104
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(Table 4) Regression of Stock Returns on Earnings Forecast Revisions (#%)

Panel C. Regression results for downward earnings revisions

Coefficient z-Value Coefficient  z-Value
Intercept 0.1766 1.90* 0.9257 5.36***
FR*Periodl 2.0635 6.47"** 2.1704 L1 h
FR*Period2 1.7087 6.21"** 1.9808 9.23%**
FR*Period3 2.1082 6.24**" 2.4462 9.56"**
FR*Period4 -0.5501 -0.64 -0.4495 -0.52
FR*Period5 0.6915 2.62*%** 1.0220 4.02***
Genexp 0.0033 0.89
Firmexp -0.0023 -0.46
Frequency -0.0338 -1.16
Companies -0.0182 -0.25
BrokerSize -0.1621 =324
Dayselapsed 0.1151 2.29*"
Horizon -0.0476 -0.91
N 56,116 56,116
R-sq. 0.0030 0.0040
F-Test
p-value p-value
FR*Periodl = FR#*Period? 0.2768 0.5089
FR+*Periodl = FR*Period3 0.8709 0.0017
FR*Period] = FR*Period4 0.0000 0.0001
FR+*Periodl = FR*Periods 0.0000 0.0000
FR*Period2 = FR*Period3 0.4123 0.2943
FR*Period2 = FR*Period4 0.0009 0.0007
FR*Period2 = FR*Period5 0.0001 0.0003
FR*Period3 = FR*Period4d 0.0026 0.0010
FR*Period3 = FR*Period5 0.0000 0.0000
FR*Periodd = FR*Period5 0.0610 0.0491
Note:
CAR = market adjusted three days abnormal returns around an analyst's earnings forecast
revision date:
FR = analysts earnings forecast revision deflated by absolute value of prior earnings forecast;
Periodl(or 2, 3. 4. 5) = an indicator variable that takes the value of one if an analyst s forecast is issued during
the Period 1(or 2, 3, 4. 5) and zero otherwise:
FirmExp = analyst /s firm-specific experience(measured as the number of quarters of firm-specific
experience for analyst 7 following the firm j):
GenEXP = analyst /s career experience(measured as the number of quarters of career experience for
analyst i following the firm j):
Broker Size = the analysts brokerage firm size(measured as the number of analysts employed during
the year by the brokerage firm employing analyst i following the firm J)
Companies = number of companies analyst i follows during the year(measured as the number of
companies followed during the year by analyst i following the firm j):
FRequency = number of forecasts analyst i issues for the firm J during the year(measured as the
number of earnings forecasts issued during the year by analyst i following the firm j):
Horizon = analysts forecast timing during the year(measured as the log of the number of days
between March 31 in the next vear and the analyst s forecast issuing date): and
DaysElapsed = log of the number of days elapsed since any analyst’s prior forecast(measured as the log

of the number of days between the an analyst's forecast date and the most recent
forecast issuance date by other analysts).
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+ Bs*Period5 + B¢GenExp

+ B FirmExp + Bg* BrokerSize
+ Bg*Companies + Bjo*Frequency
+By1*Horizon + Bj2*DaysElapsed
+ e (3)

where,

UP = an indicator variable that takes the
value of one if an analyst's forecast
revised upward, and zero otherwise.
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(Table 5) Logistic regression for upward analyst forecast revisions

UP,: = Bi*Period] + B:*Period2 + Bs*Period3 + By*Period4 + PBs*Period5 + BsGenExp
+ B; FirmExp + Bs*BrokerSize + Bo*Companies + Bio*Frequency +B*Horizon
+ Bi»*DaysElapsed + e

Upward Recommendation Revisions Upward Earnings Revisions

Coefficient t-value Coefficient t-value
Periodl -0.1730 -0.65 -0.8859 -4.95%**
Period?2 0.2359 3. 727 0.1195 | B b
Period3 -0.3921 -1.79* 0.1109 1.78°
Period4 0.4121 4.31*** 0.3234 4.34***
Period5 0.2378 3.43*** 0.3445 4.28***
GenExp -0.0055 -1.87* 0.0002 0.2
FirmExp 0.0152 3 44*** 0.0035 3.92***
Frequency 0.0962 2.86*** 0.0474 3.34***
Companies -0.1031 -5.07*** -0.0526 -1.91*
BrokerSize -0.0139 -0.18 -0.0238 -0.47
Dayselapsed -0.0204 -1.05 -0.0671 -8.55***
Horizon 0.0274 2.05** 0.1424 6.7
N 7,605 110,994
Pseudo-R-sq. 0.0143 0.0086
F-Test

P-value P-value

Periodl = Period2 0.1541 0.0000
Periodl = Period3 0.6044 0.0000
Periodl = Period4 0.0066 0.0000
Periodl = Period5 0.1785 0.0000
Period2 = Period3 0.0062 0.6417
Period2 = Period4 0.0099 0.0000
Period2 = Periodb 0.9494 0.0000
Period3 = Period4 0.0031 0.0000
Period3 = Period5 0.0086 0.0000
Period4d = Periodb 0.1056 0.6156
Note:
Up = an indicator variable that take the value of one if an analyst's recommendation

Periodl(or 2, 3, 4, 5)
FirmExp

GenEXP

BrokerSize
Companies
Frequency

Horizon

DaysElapsed

(earnings) is revised upward. zero otherwise. )

an indicator variable that takes the value of one if an analyst's forecast is issued during
the Period 1(or 2, 3, 4, 5) and zero otherwise:

analyst is firm-specific experience(measured as the number of quarters of firm-specific
experience for analyst 7 following the firm j):

analyst is career experience(measured as the number of quarters of career experience
for analyst j following the firm j):

the analyst’s brokerage firm size(measured as the number of analysts employed during
the year by the brokerage firm employing analyst i following the firm j):

number of companies analyst i follows during the year(measured as the number of
companies followed during the year by analyst i following the firm j):

number of forecasts analyst i issues for the firm j during the year(measured as the
number of earnings forecasts issued during the year by analyst i following the firm Jj):
analyst’s forecast timing during the year(measured as the log of the number of days
between March 31 in the next vear and the analyst is forecast issuing date): and

log of the number of days elapsed since any analyst’s prior forecast(measured as the log
of the number of days between the an analysts forecast date and the most recent
forecast issuance date by other analysts).
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2008 Financial Crisis and Analyst Forecasts

Minsup Song* - Sanghyuk Byun**

Abstract

Press indicates that optimistic bias in information intermediaries such as analysts is one of
the major causes for 2008 financial crisis. The objective of this study is to examine whether and
how analysts change their forecasting behaviors around 2008 financial crisis to investigate the
role of analysts in capital market during 2008 financial crisis. More specifically, we examine
how analysts revise their stock recommendations and earnings forecasts around 2008 financial
crisis. We also examine the change in investors’ reactions to analysts earnings forecast revisions
around 2008 financial crisis.

Empirical results show that analysts tend to simply reiterate their existing forecasts or do not
issue forecasts during 2008 financial crisis. Relatively small number of analysts revised their
stock recommendations and earnings forecasts during financial crisis. Because of these behaviors,
overall analyst forecasts and recommendations become optimistically biased. In addition, we
find insignificant earnings response coefficient on analysts upward earnings revisions during
financial crisis period, while we find stronger market reaction to downward revisions.

Our empirical results suggest that analysts play the limited role as information intermediaries
during 2008 financial crisis. In addition, investors tend to discount information content of
analyst forecasts if forecasts are inconsistent with stock market condition. Our evidence helps
investors and regulators and investors in assessing value of analyst forecasts and need for new

regulation.

Key words: analysts, earnings forecasts. stock recommendation, financial crisis, global
crisis, forecast optimism, self-selection bias
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