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bl 9ATAE 8 A%A A3 A0 oA
—;—ww Y= Ws
) T &9 WA (STDRET)

ol et =(—)] 754 Uehlo] BE o] =&

=
=
NYL5E 494 AZAE FEH) e 4P

iR

rulo fo rlo Hz

4.2 744 2= 2
4.2.1 MBFTASE ATEATL o5

(E 5)9] Panel Ax AAEES Ao 2 v)F 4
Tt BRA S 5 AFEATLY] d5A £
of o thgt Aoltt (& 5)9] Panel Be #YF
Ao oAl FES FEste], RAYFA e
SRR SUVEFE AFEATE 4 o el mlA|
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HlZASR}, 2

X}t o|E, J2|10 MFEMTLo| Agt

(E 4-1) wipzie] AEN
(1) (2) (3) 4) (5) (6) (7) (8] (9) 10 il 1) 1y (14) (15 (16)
e 0011 0046 005 002 0047 0006 0008 0038 0038 0018 0090 008 010 025 0.0%
0638 (0043 (004 (0349 (038 079 (0712 (0.09%) (009 (0.428) (L0001 (00100 (C0001) (L0001) (0.001)
vl 0414 0684 0785 0435 054 0007 002 0098 0240 006 006 012 0014 0002
-1 (LO00T) ((0001) (CO00L) (L000T) (CO00D) (0773) (0.021) (CO00D) (CO0D) (00400 (0.00) (CO0OD) (0333) (0.941)
RS 023 036 0910 0017 007 0105 0013 006 009 0073 0029 0013 -0011
-1 (000D (000D (CO00D) (LO0) (0.237) (LO0OD) (0576) (0.014) (0.19%) (0001 (0.00) (0.563) (0.628)
v | 049 019 0608 00% 005 0078 01T 0009 0072 0104 004 0015
-1 (CO001) (CO00D) (C000D) (0258) (0.013) (0,000 (L0001 (0.696) (0.002) (CO00) (0.293) (0.500)
el 0372 082 0000 0060 0017 0188 0057 012 0068 0007 0002
-1 (0001 (000D (0708 (0.004) (0.444) (LO0OD (0012 (000 (0.003) (0767 (0.946)
PR 0091 008 0087 0019 0075 0033 0073 0015 001 -0.006
= (0001 (0.154) (0.000) (0397 (000D (0143 (0001 (0504 (0.615) (0.779)
. 0011 0020 0031 0146 004 0140 0068 0007 0,002
v, 061 (0346 (0174 (000D (0053 (L000) (0,003 (0752 (0.925)
. 009 000 -00% 00% 0092 0099 0017 002
0084 (0374 (0.256) (0215 (0000 (000D (0453 (0.213)
0347 0087 0082 0086 0037 -0.09% 0218
17 (9 (000D (0.000) (00000 (0.003 (0.098) (L0001 ((.0001)
005 0302 0230 0064 0033 0.0%
Lev i 0300 (00D (000D (0005 (0.146) (0.27)
0181 -012% 004 006 0028
MIB () (C0001) (CO00) ((0001) (0.480) (0.218)
016 008 0051 -0.066
ROE 1) (000D (00100 (0020)  (0.003)
008 0017 0064
STDRET (13 (0.155)  (0.449)  (0.004)
00% 0012
WORK (1) (€.0001)  (0.590)
BROK 1) (8%%
FIRMEXP (16
D () 29 % pvalue?, 2) 7 959 A9 (E 38 A%,
ZAHSHT H44A M4z 20154 8Y 1167



(F 4-2) wazlel MR

(1) (2) (3) 4) (5) 6) (7) 8) 9) (10) (1) ) 1y (1) (15) (16)

[O— 008 000 0010 0058 009 0009 0008 003 0082 0032 0030 0078 005 0028 001

: 0135 (0030 (0760 007) 0060 (077 (0926 (0309 (0010 (03%) (0343 (0016 (0631 (0.38) (0,109

el 0238 0241 063 0205 0506 0343 0000 0185 0206 0035 0082 037 0019 0015

-1 (CO00T) (C0001) (000T) (C000D) ((0001) (C00DD) (0.002) (C00OL) (L0001) (0.275) (0.010) (000 (0357 (0.645)

| 024 0207 039 000 005 0115 0024 0042 0032 0048 0018 0013 -0.02

o (000D (CO00D) (L0001) (0.997) (0.445) (0.000) (0.452) (O190) (0313 (0138) (0567 (0.684) (053]

| 0247 0153 0318 0038 002 0095 0202 0001 0101 0169 003 -0.033

- (000D (CO00T) (0001 (0.238) (0.495) (0.003) (CO00D) (0965) (0002 (LO0O) (0.273) (0.309)

el 0456 0700 0473 0071 0070 0025 0012 0062 0138 0043 000

-1 (L0001 (000D (L0001 (0.02) (0.029) (C000) (0716) (0.052) (LO0OL) (0.183) (0910)

- 020 0412 0050 0023 0032 0012 0037 0087 0017 0049

-1 (000D (L0001 (0.119) (0.482) (0.323) (O.TIT) (0.246) (0.008) (0388) (0.125)

. 0030 008 0078 012 0029 0000 0067 0043  0.007

v, 0345) (0.006) (0015 (0.000 (0365 (0980) (0.038) (0.185) (0.821)

ar 0031 0013 0019 004 008 0110 0016 0073

(03%) (0693 (05500 (0.460) (0.008) (0.00) (0615) (0.023)

0302 0113 00T 012 0060 0010 0.230

S128 1) (C0000) (CO00D) (0.027) (C.0001) (0.063) (0.001) ((.0001)

0058 0218 0240 0107 0008 0054

LEV 00T (000D (L0001 (0.00) (0813 (0,091

0191 0132 0168 -0.029 -0.014

M (0001 (LO00D) (C000D) (0.360) (0,665

0189 002 0054 0076

ROE (1) (000D (0485) (0.094) (0.017)

00T 0010 0077

STDRET (13 0602 (0762 (0.017)

0108 0.006

WoRK () 000 (0843)

BROK (9 (8%3)

FIRMEXP (16)
1) ( ) oke] Fe pvalued. 2) 7 Bl AoE (XK 3)e F=E.
1168 ZASIT H44R M4z 20154 8Y
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T3 (X 5)°] Panel A9 Panel B &5
XINV*,_ ) ee] AFEA7} o 5
n A3 ek, HAaF
oA %

AR leE_ﬂ,o] Mo]-xh:}l: AL )]

g F(+)e 9F=
(

)9 FAE

HIZYER, IRt olF, J2|1 P27l Ae

(Z b) HIZYFAP}

FA el £
A NPV
Aozr 7149l A
Ea=E i DR

ags As

7o)

A

T

ERjol v ol
8 FA5e 4]

MFEAM7tel ofF ol njxls I

HEYFHo| &

e g Bgagoz Q
Auw) gk B] W £AA)
QA E YA} HAEARY A
o, weh AREARE
o vale] 7 Arel @ d2AE LEaE A
oz Mg
ol Bag Awng,

_CH & o]
& BYER}

1A E(SIZE) <}

Panel A. A £&

REV, = By+B,| XINVI,_, + B,GAP, + 3,SIZE, + B,LEV, + 3,MTB, + 3, ROE, + 3,STDRET,
+ B, WORK, + B, BROK, + 3,,FIRMEXP, + £ IND, + X YR, +e,

REV, = By+ 8| XINV*|,_, +8,| XINV™|,_, + B,GAP, + 3,SIZE, + B, LEV, + 3,MTB, + 3,ROE,
+B,STDRET, + 3, WORK, + 3,,BROK, + 3, FIRMEXP, + X IND, + X YR, +e,

we |9 Tobin's @ g ooog) | Tobin's @ Stabben(2008)
R Chi\ivsaéiare T8 Chi\zvsa;ldlare T8 ChiYVSa(iSare T ChiYVSa(iSare
Intercept ? | -3.058 6.541**  -3.067 6.591** | -2.706 4.977** -2.980 6.167**
| XINV|,_, | +/— | 0.265 3.474* 0.352 4.739**
| xivvt|,_ | +/- 0.556 5.488*  1.451 3.959**
| xivv—],_,| +/- 0.100 0.154 -0.162  0.094
GAP +/— | 0.171 0.021 1.049  0.740 1.112  0.842 0.156  0.018
SIZE + 0.145 8.388***  (0.144 8.302*** | 0.135 7.241*** 0.137 7.385***
LEV +/— | -0.592 2.275 -0.629 2.537 -0.457 1.291 -0.529  1.790
MTB + 0.009 0.031 0.006 0.014 -0.029  0.295 -0.008 0.023
ROE - 0.943 4.594**  0.984 5.004™* 0.946 4.613"  1.017 5.333**
STDRET -7.662 0.681 -7.446  0.641  |-11.502 1.480 -7.924  0.705
WORK | +/— | 0.052 12.491***  0.051 12.153*** | 0.054 13.256™*  0.052 12.679***
BROK | +/— | 0.068 76.168***  0.069 77.407*** | 0.069 76.983***  0.069 77.451***
FIRMEXP | +/— | 0.081 5.689**  0.083 5.922** 0.075 4.827**  0.082 5.806*
A grl | N/A %3 %3 z3 %3
d= ¢rl | N/A x3 x3% X3 X%
Likelihood ratio 204.29%** 205.43%* 207.22%** 204.81%*
Pseudo R? 0.09 0.09 0.09 0.09
B 5 1,970 1,970 1,970 1,970
ZESAT ®447 M4Z 2015H 8¢ 1169



(E b) HIZLFAIL X

Tl ofF il nlxl= I ()

Panel B. Y5/ #4a%F

ST

REV, = B,+8,| XINV*|,_, + 8,GAP, + 3,SIZE, + B,LEV, + 3,MTB, + 3, ROE, + 3,STDRET,
+ B, WORK, + B,BROK, + 3, FIRMEXP, + > IND, + > YR, +e,
REV, = B,+B,| XINV™|,_, + 8,GAP, + 3,SIZE, + B,LEV, + 3,MTB, + 3, ROE, + 3,STDRET,
+ B WORK; + B, BROK, + 3, FIRMEXP, + ZIND, + X YR, +e¢,

) FA HE A
. McNichols and . McNichols and
e j; Tobins Q Stubben (2008) Tobins Q Stubben (2008)
. e s s ald . Wald
87 Chi\-NSa;Sare 744 Chi\ivSa(iSare 744 Chi\iquuare 87 Chi-Square
Intercept ? 0.862 0.313 -3.811 4.361** | -2.349 1.018 -1.822 0.909
|XINV+|t,1 *= 0.678 5.631** 0.412 5.320**
| xivv=|,_,| +/- -0.012  0.004 -0.146  0.515
GAP +/= | -0.050 0.004 0.369 0.093 0.196 0.116 7.556 1.319
SIZE + 0.025 0.149 0.129 3.041* 0.108 1.199 0.085 1.124
LEV +/= 1 -0.002 0.000 -0.306 0.282 -1.055 2.223 -0.657 1.010
MTB + -0.102 1.684 0.061 0.460 0.019 0.060 -0.123 2.624
ROE + 1.388  7.130***  1.053 1.291 0.612 0.478 0.948 3.087"
STDRET - 1-20.117 2.499 1.806 0.019 1.437 0.007 -20.922 1.919
WORK +/- 0.080 15.805™*  0.058 7.661*** | 0.024 1.048 0.058 6.620*"
BROK +/- 0.071 50.021*™**  0.051 22.259*** | 0.066 26.201*** 0.089 56.881***
FIRMEXP | +/— 0.049 1.094 0.060 1.303 0.137 6.610"" 0.100 4.546"F
s el N/A xE xE X% x%

A% tin| N/A 3 X% 3 xE
Likelihood ratio 136.12*** 95.49*** 110.08™** 148.14***
Pseudo R® 0.15 0.09 0.09 0.13
25 826 941 1,144 1,029

1) *, e 7—}7—} 10%, 5%, 1%°14 freld< 9nlE,

2) 7} W%l

32

\_ <.u_ 3>'€ ;\(:}_%

A71AHEe) & (ROE) ] fFoldt F(+)9] #he B 9 #AE Ho B2 79S 248k AFE47)
Ao, AFEA7be FB AFor Qg Folo] &% FAIJAY TR, Y 7l e d 5 2
55 F7HY AEE AFs] At AlEE o 3 2 5 e AFEAIILSS AR dSA
SAE THET 7Fede] B ACE YEyt £ o HkEsle AZE dE3AE THde S & F
& WORK, BROK, FIRMEXP7} §98 %(+)  Slth
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HIZYER, IRt olF, J2|1 P27l Ae

4.2.2 MBBTASE AFENTY o 5 £ B | XINVI, ) o Flol e LA el Aol g Al

( ek ]

AL % BEe A F9F 5 ()22 vE

(&£ 6)¢] Panel A® 55 F4F AFEA7LE WHh ol AFEA7Y
i

doz Bl EAtet 4Gk oSl Tt A
=]

_,d
Y
2,

N
£,

N\

u

=,

ftl

Ho

Azl = BYFA(| XNV
of et A7) 474 wekS 43 Aol b A e

A (% 6)9 Panel AS HW, wHAEAR o Ao th3t Aol

(E 6) BIYTADE MP2ATte| R} 0% 2To| olxls He

Panel A. A ZE

FOLLOW D, = B,+B,| XINV|,_, + B,GAP, + 3,8IZE, + 3,LEV, + 3, MTB, + 3,ROE, + 3.STDRET,
+ B, WORK, + B,BROK, + B, ,FIRMEXP, + S IND, + 3. YR, +¢,
FOLLOW D, = B+ B,| XINV*|,_, +8,| XINV|,_, + B,GAP, + 3,SIZE, + 3, LEV, + 3,MTB,
+B,ROE, + B,STDRET, + 3, WORK, + 3,,BROK, + f,, FIRMEXP, + S IND, + 3. YR, +¢,

McNichols and McNichols and

Tobin's Q Tobin's Q

wo 11‘];(} n Stubben(%\(f)oli) " Stubben(%;)oli)
N T Chi—Saquare e Chi—Saquare T Chi—Saquare e Chi—Saquare
Intercept | ? | -1.592 1.128 -4.256 10.223*** | -1.288 0.713 -4.043  9.115**
| XINV],_, | +/— | -0.423 3.882** -0.499 3.372*
| xivv*],_ | +/- -0.698 3.881**  -1.125 4.585**
| xivv—|,_,| +/- -0.422  2.080 -0.197  0.500
GAP | +/—| 0.229 0.044 1.158 0.835 0.511 0.180 1.014 0.734

SIZE + 0.134 6.655™*  0.136 6.789"*" 0.130 6.065™ 0.129 6.133*"
LEV +/=1 -0.939 5.281*  -0.915 5.178"* -0.914 4.775**  -0.848 4.438"*
MTB + 0.145 6.443*" 0.147 6.943*** 0.137 5.485** 0.134 5.746*"

ROFE + 0.090 0.031 0.076 0.022 0.091 0.032 0.058 0.013
STDRET | - -8.339 0.739 -9.216 0.903 -9.358 0.894 -11.332  1.333
WORK | +/—| -0.023 2.344 -0.023 2.463 -0.022 2.219 -0.023 2.416
BROK | +/—| 0.011 2.291 0.011 2.350 0.011 2.315 0.011 2.213
FIRMEXP | +/—| 0.013 0.139 0.013 0.137 0.012 0.114 0.008 0.064
A Evl | N/A B xg iy 23
A= ©n | N/A Ay x% x Ay
Likelihood ratio 101.65*** 103.93*** 101.96*** 105.03***
Pseudo R’ 0.05 0.05 0.05 0.05
ZEF 1,488 1,488 1,488 1,488

HAASAT H44H M4z 20154 8Y 1171



(E 6) HIZLFAT MFEA7t2] 2Rt o=

FE0| ojxl= g (AE

o o =

Panel B. #Q5A/AaFa 22

FOLLOW D, = B+ B,| XINV*|,_, + 8,GAP, + 3,SIZE, + B,LEV, + 3, MTB, + 3, ROE, + 3,STDRET,
+ B, WORK, + 3,BROK, + 3, FIRMEXP, + S IND, + ¥ YR, +¢,
FOLLOW D, = B+ B,| XINV™|,_, + 8,GAP, + 3,SIZE, + B,LEV, + 3, MTB, + 3, ROE, + 3,.STDRET,
+ B, WORK, + 3,BROK, + 3, FIRMEXP, + S IND, + ¥ YR, +¢,

HYEA EE HEEA EE
. McNichols and s McNichols and
LS j;l Tobins Q Stubben (2008) Tobins Q Stubben (2008)
Wald s s Wald s 1= Wald N Wald
T8 Chi-Square T Chi-Square 787 Chi-Square 744 Chi-Square
Intercept ? -4.700 7.583***  -5.388 8.819"** | -4.135 2.850* -3.409 4.054**
|XINV“L|t,1 +/— 1 -1.011 4.542** -1.150 7.864***
| xmvv-, | +/- -0.302 1.208 -0.232 1.424
GAP +/— | 8.484 9.641"**  13.497 6.193** -1.127 2.060 8.642 2.895*
SIZE + 0.197 7.309*** 0.286 11.997*** 0.210 5.228** 0.094 1.634
LEV +/— 1 -1.180 3.240* -1.904 6.819"* | -0.445 0.471 0.338 0.431
MTB + 0.225 5.435** 0.271 8.548*** 0.133  2.996* 0.107 1.868
ROE + | -0.951 1.612 -1.035 1.313 1.103  2.447 1.196 3.821*
STDRET - | -0.275 0.000 1.947 0.015 -16.598 1.246 -9.713 0.506
WORK | +/— | -0.035 3.190* -0.055 6.726™* | -0.002 0.016 0.016 0.728
BROK +/—1 0.017 2.991* -0.002 0.038 -0.005 0.243 0.015 2.622
FIRMEXP | +/— | 0.019 0.144 0.025 0.169 -0.035 0.527 -0.035 0.695
A Tml | N/A Ay X% 3 3
A% gul | N/A 3 X% x3 3
Likelihood ratio 84.83*** 80.43*** 80.38"** 101.25%**
Pseudo R? 0.10 0.11 0.11 0.11
qiEF 627 635 861 853
1) * e 42 10%, 5%, 1%°04 93 u)g
2) 7t Wige] e (E DT A=
£ FFA ¥ 24F4E HAY (X 6)9 Panel 2 9u|3ig. o3 A= B Y A
BINE HYRATL 24855 ARRAL $3 A AGAH BESHE 2302 ATEYAY 97
e fod () g btk ok A9 o4 918 A% 4 ¢ Eew Hn 9
A lEA|g e £ A3AE BTATE A W AFEAIEC] e o F A9 3o

13) Kumar and Krishnan(2008) McNichols and Stubben(2008)2 £2713]2 Tobin's Q&, Biddle et al.(2009)2 ulZ&
AAER St B AFARE o] 2E AolS wde] 98] Tobin's Q Al W& A& ARAs) Hokout AR
A Axtel Apol 7t fIlTt.
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(B 7) BT 2SR

2 o0 MFEATE ol Hol| ojxl=

1St
o o

REV, = B, +8,| XINV*|,_ | +B,| XINV " |,_, + B,0PT, + B,| XINV"|,_, < OPT, + 3, | XINV " |,_, x OPT, + Control + ZIND,+ S YR, +e,
REV, = B,+0,| XINV"|,_ | + 8,0PT, + 3,| XINV *|,_, < OPT, + Control+ XIND, + Z YR, +¢,

REV, = [, +8,| XINV"|,_, +B,0PT, + B,| XINV ~|,_, X OPT, + Control+ SIND, + S YR, +<,
A 2 FFA BE FaFA B
I
s Chi\f]Sacjiare s Chi\i\éac}iare 4 Chizaiiare s Chi&aégal'e 4 Chi\*f\]Sa;iare 47 ChiWSﬂiare
Intercept ? | -2.83 T7.132"™* -6.031 30.399"** | -2.317 2.159 -6.635  9.963"" | -0.224  0.009 -1.960  1.103
| xivv*], + 0.630 2.610 1.336  3.506" 7488 5.298* 1.817  4.816™
| xivv|, +/= 0.130 0.167 0.233  0.945 2479 0411 0.110  0.025
oPT, /=1 0154 1117 0.100 0.621 0.384 4.065" 0.436 3518 <0475 3.982*  -0.115 0.233
| xivv*|,_, xoPT; | + 1.359 4.904** 1516 4.008" 6.359 4.594* 1.850  4.949*
| XIvv—|,_, xOPT, | +/-| -0.212 0.139 -0.413  2.046 2,132 2.122 -0.102  0.021
A He % 3% 3 Xy Xg Xg
Likelihood ratio 188.07" 167.63"* 165.67" 124.95" 92.76" 122.05"
Pseudo R* 0.09 0.08 0.12 0.11 0.11 0.11
IE T 1,970 1,970 826 941 1,144 1,029
D5 * e 22 10%, 5%, 1%94 93 oJv)s
9) 7 W) @AL (& 3= F=x
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(E 8) H|YLFA SR G2 o|=50| MFEAMTtel IR} ofF F30] o|xl=

H| AR}
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FOLLOW.D, = (3, +8,| XINV*|,_ |+ B,0PT, + B,| XINV *|,_, x OPT, + Control+ SIND, + S YR, +e¢,
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AR EE FFA EE FaFA FE
w4 I I I I e
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Intercept ? | -4.087 9.953™*  -3.648 8.493"* | 4.670 0.003 -4.967 8.260"* | -2.516 1.990 -2.694  2.346
| xivv+|, - | -1.586 3.656" 0.663 1.807 -2.881  2.760* 1442 2.250
| xivv—|, +/= | 0.021 0.007 -0.190  0.384 -0.685 0.820 0.145 0.088
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|Xivve],_ < oPT, | - | -2.012 5058 -1.952 4.494' | 4731 5811 -2.962 7.402""
| xivv|,_, < oPT; | +/- | 0.100 0.087 -0.318  0.591 0.031 0.001 -0.319  0.367
BA W % 3 ba ba % bA
Likelihood ratio 131.78"** 135.56"** 64.52"* 83.55"* 102.96** 87.23"
Pseudo R? 0.08 0.08 0.09 0.12 0.11 0.11
iE T 1,488 1,488 627 635 861 853
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FOLLOW.D, = (,+ B, | XINV*|,_, +8,| XINV™|,_, + 8,0PT, + 8,| XINV*|,_, X OPT; + 8, | XINV™|,_, < OPT, + Control+ ZIND, + L YR, +e,
FOLLOW D, = f,+ B, | XINV*|, | +5,0PT, + B,| XINV *|,_| < OPT, + Control+ SIND, + S YR, +e¢,
FOLLOW.D, = (3, +8,| XINV"|,_, + 8,0PT, + B,| XINV ~|,_, X OPT, + Control+ S.IND, + £ YR, +¢,

oo

A B FgeA 22 Fafa 2
T A L L
A Chix—VSa(iSare 74 Chi\-NSatiiare A Chi\ivsaiiare s Chi\}éa;jare kA ChiY\;a;iare 44 ChiV-\giare
Intercept ? -4.486 9.051"™"  -4.313 8942"* | 3601 0.002 5,833 9.193™" | -3.043  1.947 -2.907  2.136
|xivve], - -1.502  3.145 0.927 2.577 2.550  1.794 0.947 0.766
lxivv |, +/= | -0.057 0.048 -0.190 0.327 -0.485  0.370 0.193  0.137
OPT, +/=| -0.034 0.043 -0.010 0.004 0.095 0.078 0.199 0.537 -0.014  0.004 -0.085  0.140
| xivvt|,_ , <oprT| - -2.116 5.018™  -1413 4472™ | 4434 4200  -2.980 5.993*
|xivv-|,_, xoPT; | +/- | 0.115 0.097 -0.215 0.237 0.025  0.001 -0.35  0.399
A e ¢ g % ¢ g %
Likelihood ratio 126.38"" 128.56™ 75.58™ 83.55" 88.71" 87.23"
Pseudo R2° 0.09 0.09 0.12 0.12 0.11 0.11
2T 1,313 1,313 563 627 750 636
D e A 10%, 5%, 1%90A frelsts onld
2) 7 W] Aee (R 32 R
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Abnormal Investment, Management Forecast,
and the Role of Analysts®

h****

Suyoung Choi** - Taedong Kim*** - Jaimin Go

Abstract

This paper examines what impact a firm's abnormal investment has on analysts’ forecasts. In
general, when managers voluntarily disclose forecasts as to future performance, analysts tend
to revise their forecasts according to managers private information. However, under abnormal
investment, even managers may be ignorant of declined business performance caused by their
abnormal investment decisions and therefore their forecasts have optimism bias. Also, if such
abnormal investment is only for the managers personal interests, they may take an initiative
to intentionally introduce optimism to their forecasts. Therefore, in case of abnormal investment,
investors require analysts to provide further information on management forecasts caused by
increased uncertainty, and analysts would re-analyze management forecasts from an monitoring
perspective and revise their forecasts in opposition to management forecasts. On the other
hand, they may also forecast in agreement with management forecasts because managers private
information can be still better even if management forecasts are imperfect due to abnormal
investment.

The empirical results are as follows. First, the higher the level of abnormal investment is, the
more frequently analysts revise their forecasts after disclosing management forecasts. Second,
the higher the level of abnormal investment is, the more likely analysts are to revise their
forecasts in opposition to management forecasts compared to previous ones. Third, the frequency

to revise analysts forecasts and the likelihood to revise analysts forecasts against management

*  This work was supported by the National Research Foundation of Korea Grant funded by the Korean Government

(NRF-2014S1A5A8013046).
** Ph. D., College of Business Administration, Inha University(chsy0808@inha.ac.kr), First Author
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**** Associate Professor, College of Business Administration, Inha University(jaimin@inha.ac.kr), Corresponding Author
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forecasts becomes stronger when management forecasts are more optimistic. This represents
that the higher level of abnormal investment makes analysts to provide more objective information
as to management forecasts. Fourth, all things stated above show only in over-investment,
while we cannot any significant association in under-investment. This indicates that analysts
recognize greater information risk in over-investment compared to under-investment.

This study is meaningful in that it identifies what roles analysts play in monitoring abnormal
investment. Also, in addition to prior researches claiming that management forecasts give
additional information value to analysts, it contributes by illustrating that the extent to which
analysts reflect managers information to their revised forecasts varies depending on the
information risk and trustworthiness of management forecasts. The results imply that analysts
decide the extent to which they take advantage of management forecasts to their forecasts,
based on the evaluation in bias and trustworthiness of management forecasts, rather than

simply accepting management forecasts themselves.

Key words: Abnormal Investment, Management Forecasts, Information Risk, Analyst

Forecast Revision
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