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Abstract

A security analyst may trade off the benefits of his/her covering companies against
the costs. He/she includes less-covered stocks on the lists unless he/she feels optimistic
regarding them. This study aims to investigate whether a security analyst would report
differently when initiating coverage for the less-covered versus the well-followed stocks
and how the market reacts to these reports. The results support the notion that an analyst
tends to release more positive research reports for coverage initiation on the less-covered
stocks, and the market reacts favorably to such positive information. Moreover, our results
show that the less-covered stocks gradually increase their firm value, resulting partially
from the enhancement in liquidity. Furthermore, there exists a positive relationship

between the firm ages and their long-run stock returns since coverage initiation.
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oA L ERF AR A RS T k- SORERBRER PREVELTE AR E A A SRR AR ERR Y EE
'rj;f AR ) @%%A\ﬁgﬁh—'—’ EAR IS - 3 SER S 14 ;ir%t,fg,%g&@%/f/\ﬁﬁm—ﬁ EXAR NI @*“;zg}{e‘,\r@ rrr— AT o A TERRE LA
Bt 5 AP RFETLow” > § A TEF M LECE F 2010 4 (11 At ) S°High”» # % B 5 “Medium” > 2 @ BRETE L CONAEE AN Size 5
FAAYTPERET - B LR W Analyst Following 5 F = A {7 pFBEw 6 B 1 P > 5 0 A ATEF B R R GUR TR 5 Broker Size 5 f &
A\"}‘rﬂi‘»,!i-éaé*{' OBTHF G I A S AELFF FERTEREL NCov 3 "’:&A ez B EEAATE Y 5o 1rE s PP S Analyst
Experience & A7 FF{ % A5 PFBEES | X DR & UB/E/S KT ERFTHE A/ 5 Change Brokerage 4p A 477 d %j JRirag X G P2 v
AP EEPN AP EATE G DL S Nasdag 4p 75 R A AT TE L A A E c BREN 5 Y e

R BB EATE 2 ] GRAGKEERI TR BT 2R AT
AAed A MR A2 TAE M o AR L B § RN
(Size) ~ A 47 F¥ i BX A #c(Analyst Following) ~ 7 % 78 R4 (Broker Size) ~ # +7 E?F
A7 2. L e p (NCov) ~ & 37 EF 5.5 (Analyst Experience) ~ » 7 FF | & 3% 7

7 (Change Brokerage) ~ "% & A_F % 7887:E 5o % % #7 % (Nasdag) » = & *F‘nﬁfi—
(Size) % g = A TP - B2 2 REFE,; A& ’f"’r EF if BE_A #c (Analyst
Followmg)#ﬂ R A FrREgET 6 B HF > F 5 TR HER L K
TiER  #E X P R (Broker Size) M AR A Mk "5 AR L o a%: ]
SN EPERET 6 BOUME 0 G 50 AT S AR T E R T R
F A AT R E BB (NCov) g = A 57 = B 7 ﬂ@wbﬁﬁﬁﬁb
Y7 D H P A AT EF 5Bk (Analyst Experience) E_fiT 8 & 17 FF 7 = A 7 pF BL
FEH 7 =0 AR &Ummsagéﬁ;#&m%&’iﬁﬁﬁﬁﬁg;»ﬁﬁm
#& 3% 7% % 7 (Change Brokerage) ‘{a‘% TRl FAYTE D EG IRE m’iﬁé;\ '!rfp' in
BINATESBFLEEPNDRB IR OLITRENes 1> BUvRls 05 MR &
T AIRErE 5L R 5 AT A (Nasdaq) & a‘ﬁ o BAAFTILE Arrdr ﬁ, i)
IRl
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HoAY A i hlicho s o T 22,833 & A Sz 0 L 9447
%ﬁ?‘}"ﬁﬁ‘\’f’p4098“?‘}‘°%}’ﬁ XL E o HikExs 4R -
d i BEZZOR R 2. & 17 FF A B(Analyst Following) ¥ LR T A - 5 10.25 ~ » §_
TiaLdEF A Beh Mk A iR A B AZ A w5 1328 27 149 X oA
WA- TR A B Low” e n] ik 7 R A - 50 33.8% 0 TR A Bk
Az 2 ST A e nz e g o HRFIT RS LES T
H_H-(Broker Size)ﬁ"’Av\’H FFE_F B FIAT3E X 7 (Change Brokerage)BL% - g £
AR AR A B A A A - T35 61 A 0 Az T4 107 4 A
B RER A E IR % XA S AOLERD D R
ﬁp%gﬁﬁi“ﬁﬁ*wngﬁﬁﬁ REBSRE > FIRHE AT R
WA FEEF T G R TR L T B R RIBE R TP B
2LEMLE ’d S0 A I TRBEIEA - QB L (64.51%) 5 A LA 4
FF |42 X 7 X & P (Change Brokerage) » 2 AZ:EH v = iiﬁ;i\ N N
75 %ﬁ&l 1FOSS A KSR ATFIEAR)ESD T AP E
Al %iﬁi’u%w;ﬁiﬁ”Pi%Eééwﬁ’m%wﬁ@
—b&ﬁﬂ@i |7 FEpeai koo

Y PR (Size) AT IEIE T B A T g g AR B Ap
) 0 otk h - ST TG 535 oo JEBLP B¢ ik d PR
Boend @t Tiegc) o S REERE R o 7 iR #ehs
ﬁioiﬂ#%%*??ﬁJﬁﬁﬁ%ﬁmﬁﬁa’mﬁwﬁJ” L
%»+ﬁW%inﬁ %—:i%’ét£ﬂ¢+ﬁﬁwqrm&§#Nyﬁ°ﬁf?*i

o BT LR AR E LA E R OTR R R RE ) > B A
- Jem TEF ML A B M F e g S R {fgﬂf«m%g B2 oo

O FEXFRIG RSB % FFf’séﬁ AR LI L A L
e B R FlY LIRS F g 0 TG SR EHREST R
B AT M AR R MO L 3 A AR t“*» &n—Ji& RWHEERE 4L 57
V2o - o ¥k FEE %ﬁﬂj~wﬁabﬁﬁﬁdﬁwﬂxw&p@§’ﬁwu
$0H MR E > B AT A T2 R E #ep (NCon) L a2 B o & 1
BT A ATER R AR B 2t A 0 BT RIE, FIRTH ¥ (Change Brokerage)
AATER AN Gl A R 0 F R AITE 2 B ot f o BA Y g ha 1R D
LR S R U LI A

Bh 14T OUEIR G A HEAZ S FRS RN hofi A RB Y
Pl Ed RIS TR S > RAZ BB BT AHTEFERS R A TER 0
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SR & A2

hip- MK HI D FMIRREEFLGF N ﬁﬁﬁ*“ﬁﬁmpiﬁ
AR FIMAPE S TREIFTALTE S B DD HF o kS RE Y
FETH 2P G EELITF R AT EHGRR b P

— S REAAHLETAEFPE TS
(=) HLFEk

BAMKZAITF YRR LS SRR G £ 4 25 SBYB
H~S~SS & %] %5 7] § :&(strong buy) ~ § i&(buy) ~ # 7 (hold) ~ # i (sell)z
5 7] § I (strong sell) c AR HAR A AP T g AR T ERE A
VM AARR ML E EAp T e o £ H AR H- “LOW”‘:}’_V‘J‘J«T&Q‘ R E - e
REET AR (FEABAFE) > fofaFant FE 11% BB FE-
ey oo “High”eul et a5 0 5 92 & > - BLFRT S 47fF
& I % =% (Barber, Lehavy, and Trueman 2007; Malmendier and Shanthikumar
2007)40 £ 7 % o “Medium” 2 %Pl = ¥ F 67%E L d 4 F3iT% > FA1F § A
WA Gl 5 o8 (AP HAAWF AT AARELRER 4 B8
McNichols and O’Brien (1997)4% ) 4 45 fF E & (2445 » R » Hu s A kg
%@ﬁﬁ%xomizxﬁ%gaﬁﬁmempgm BEEAT ARG
BATERR AR R MHRE o X H A TR AR A B EPE -

Bt Ryp UB/E/S ende g ivsL > v Tagzlfie ) 2 1> Taag s, &
5038 % pemTian fio ,4 4 z»#&)%q\\_} oo BhkAvk A feaiE %k o
MEAATER R A Bl o T e gy o AT ERETEL A G o £
P MenE g onTosfiz £  FouN B+ 3R aTiony
BB Afni R R LB pE PR o
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A5 EF g I 34 Low ¥ Highz. Z £
WL o B H s ss sy T —
S 28 SIS 5 1 42
A: A -
Low 3,064 3,026 1,550 50 35 7,725 1.83  -0.37 25097 601.19 ™"

(39.66%) (39.17%) (20.06%) (0.65%) (0.45%)
Medium 2,967 3420 2,857 110 65 9,419 2.03
(31.50%) (36.31%) (30.33%) (1.17%) (0.69%)

High 1,469 1,925 2,068 138 89 5,689 2.20
(25.82%) (33.84%) (36.35%) (2.43%) (1.56%)
&3 7,500 8,371 6,475 298 189 22,833 2.01
(32.85%) (36.66%) (28.36%) (1.31%) (0.83%)
B: #% &=
Low 648 672 530 31 15 1,896 199 -0.24 9.17™ 82807

(34.18%) (35.44%) (27.95%) (1.64%) (0.79%)
Medium 1,171 1,147 1484 48 67 3,917 2.16
(29.90%) (29.28%) (37.89%) (1.23%) (1.71%)

High 1,013 990 1,477 72 82 3,634 224
(27.88%) (27.24%) (40.64%) (1.98%) (2.26%)

&3t 2,832 2,809 3,491 151 164 9,447 2.15
(29.98%) (29.73%) (36.95%) (1.60%) (1.74%)

C: ¥4&=

Low 223 300 207 6 1 737 2.00 -0.32 8.57™ 7156
(30.26%) (40.71%) (28.09%) (0.81%) (0.14%)

Medium 345 556 495 40 8 1,444 2.18
(23.89%) (38.50%) (34.28%) (2.77%) (0.55%)

High 394 639 788 75 21 1,917 232
(20.55%) (33.33%) (41.11%) (3.91%) (1.10%)

&3+ 962 1,495 1,490 121 30 4,098 2.21

(23.47%) (36.48%) (36.36%) (2.95%) (0.73%)

A 2R PHEHELEIE R ARKE T0 8 BN S HRAEEEHESE AV 0 RS F
FEEESSEMABEM G Y ETaE AT RE G F}/zm PRI P AR B AL IIRR X
FULE o fhA- FPOREARBEN  PREEVEIFFAAWNEAWFR AN RAS LERERREE

BERNEEE TR A A AR A 5 R A 2 LR R AR B A R T

sk stk

A d Bt R oo T4 10%E F R 0 T S%AE R E > T 1% F KR -

F] —‘\
AR SEEN A @',*’\’T—Bi\r; m" T AT oo AYTEFRI A Bch 5 AU Rﬁi\ﬁ*'\“LOW s E A ATETRE LB B
10 4 (11 A2t ) 3 “ngh”’ H 0 Pl 5 “Medium” « SB~ B~ H~S~SS Al 552§ i~ fie#7F - ¢
MEBAG S THARIMGAFTEL 1A BAE N5 AP Toage L8 B Tow e nE
“High”/ew| T3a0 2 £ -t B3 e Tt it L9 4E - + 2 @£ %% Low” e “High” e



96 T % 668 2018 & 1

InPFACBERAZ RS 0 BETHRR  HATEF M IR MR
g P Bt ® m:};\p ¥ edr SRR EATEEST R 2
x

e kil i m
ﬁd}iﬂ*— Mo kA H IR AR B E A ER D & 3 T LFES
HIZR A o

2
o

|-
T

piul

R S S YT T S TR EE A
EUEELY VJ'J'JFI””KP?"‘»*’?FH’L_FJ Eév’]“?ﬂﬂ—f%w,—_@“ mA}ﬁle/-‘ ;
rE - SR R A AL EARE L Sk R 25 R

BT 2 T ook feoo 1«)5\ féli”ﬁit&’%’“ F A BT g e
LT ias B (R UBE/S tfi g 5.3 E ) » TRESE it d a4
Eﬂ;ﬂif—}?l_ A'\’Hma)t—r #Eﬁ’&""fl S g l»\ﬁmﬂ,’i_,.}aﬁ&J_mmﬂ,z o ,-;;—"'K
A L8| ,u,,\ﬁbta—r» Bt HU AR RL it B T 0E 0 2% - 3R
LR A AT - B2 BRI S T AR AR
il > T R AT EEE SRR 2 P A v A fEeEE Ao £ 5
Buo RA TR G HApRRE ‘Ffigk\ffrﬁﬂ#’ét}%gﬂ‘—i TWRE v AR - d
WA A - T3 B2 2B HAE RS e R 2B S = B
47—iﬁpiﬁim»%¢wh%%$’aﬁi%w@%Z%&@*°

3 2% raHhr-E2HAZ ~ﬁl’f‘ﬂ\’]"?ybﬁ&l»\ﬁﬁﬂ?}%vﬂxm/,,\ﬁfg/: ;
QLR EE ) “zi‘»\“f‘?ﬁ’”"f’sg‘/ﬂﬁi)i,\.} ARG G LR g A
E‘J‘f' 75 “LOW”&F‘E"JJP Xﬁ‘?—%—ﬁ&i \if&}%’ ° " 'FF ii?—ﬁ A,\«%Q-EH;LL ﬁy\‘*ﬁéq\ R ’x}"fiﬂ\
-BERAC QAR G AR AR i'ﬁm—g YRS HF k] 63 Ra
cfg o “High”ew]ix 3 ¥ L8> 350509 5;_,% e (TR
s LEL) o fRA= {E'J“,T" “Low™ i %] #h > F R HF i T o g d R
fii\ AR S R - S R l}]tuﬁﬁ}%wﬁ%‘gﬁﬁ_j ISR
Wi A R T i}-ﬂ E s AT AR AR R KL L (7§ Ap SR
W o I\?‘Ff‘”,l,,\*ﬁ-l—}‘i'ﬁ %iﬁ%/;miﬂij4,\—}5’7:”4?'\’]"?5’9’]"?537@%’3136:1’1;;

®g o «'Eﬁ -

e}
‘m\:

=

=N

=N

=
i<

24
<

B BT A ATEF A K AT M e » R E S BT e g B
FEE 2 HE 3 DERRT - AP SE L ENF AT L 6 D

oy A

EEEE > MG R ¥ ﬂ"ﬁﬂ}%ﬁﬂ?ﬁ@ﬁﬁ_ﬁfi Mok £ E A g’ U
?ra»%n)»ﬁii?-iifpfﬁﬁnﬂﬁ-rm Lo AgFBm et Lo A0 %4«73;\
T A (ot d - fotk &2 ) ﬁxpp BopHE I ~ffFpasird
P#Pfﬁ‘iJ_mm#a.},%o

\:

A

-

;jrqgi, ¥
mw

8 ;—g/\_ﬁ,éﬂ,—ﬁi:;B;né’:f_%{__ar‘a‘.—»ﬁi&jﬂ,;\llFm:fa;ﬂ%ﬁ]‘—"?’*ﬁxw—‘i«‘fﬁ_)%
Ve L \”’F']"K'/w\%?n WL A9 HA—F']-~A,\-%§L L A e R N EERL A ) N
EF - TLEWR o



BRSO -HRBE—AFFLI N ALTERLLGRE T RE G FF RS D 97

£3 RERTIEEAE R XA EAFT XS

BT T BT SR TR R ﬁ*»ﬁw%ﬁz%ﬁﬂ??i
\ 3 F R ST N A,
Low 7,467  -0.2589 28777 612457 7,193 -0.0552 51577 39.75
he Medium 8,991 -0.1413 -16.28:: 282.47:: 9,419 -0.0156 —1.81;* 971
High 5262 -0.0524 -4.23 21.94 5,689 0.0451 3.90 12.59
&2t 21,720 -0.1602 -28.43™ 71038 22,301 -0.0129 2217 203.99™
Low 1,741 -0.0746 3457 37.997 1,749 -0.0592 257" 9.95™"
- Medium 3,543 0.0021 0.13*** 1497 3917 -0.0378 2667 10.167
High 3,158 0.0479 2.71 1.55 3,634 0.0116 0.77 1.08
&2t 8,442 0.0034 0.33 19.16™ 9,300 -0.0225 2387 30.14™
Low 696  -0.1181 3917 106077 696 0.0093 0.29 0.02
ks Medium 1,351 -0.0725 318" 5877 1,444 0.0539 2.55" 2.26
~ High 1,742 -0.0384 -1.85" 1.03 1,917 0.0974 530" 2047
. 3,789  -0.0652 4767 990" 4,057 0.0668 523" 1.47
DA OMRE A AR RO XA EE L 5 z-agb /u\’}‘rﬁﬁx TR TR - AL 2 B L AR RS
mﬁ%il’ﬂ AT AR R TR R F i@é—@"ﬁ%ﬁ AATER L PR o TR A e T

PERABFLEY ) REARIRAHIRT T ERG ,"E, Bh- DORERRER FERNRAFTF A KEAH
W*aﬁﬁ ﬁ*—iwﬁﬂﬂﬁ%ﬁ%“wﬁﬁﬁﬁiﬁﬁ’w%%“ﬁﬁﬁWm ER IS E NS LI T 2
BRERTEAFGOE A B BN EELIF AR AT o AT A B 5 A Up ﬁ&\p**“Low s AT
BMoigp %> 10 4 (11 A2 F ) S“High” # ¥ R 5 “Medium” - L FFZE A A MR A ERES 1 » > 74 E
PGS AR s g REFR R FG FIARAT T BER o BEAFERFT TR T08AL LD
MY EARGHE S G LRI H AL Bt g o %ﬂ%Tﬁi—ﬁﬁ%—\ﬁtﬁﬁ%ﬁjmigTA
FERE B R A TR IR ML L SR o A 0% F Ok T 5% EkE S T 1% E
,J\'zg_o

(=) BRI FRPREL - FHRLLFIFR -2 L R VP

iﬁgﬁiﬂ’*?*%$ﬁ”9ﬁﬁﬁ IR B 4 & 5
YA TR L AER MHIE L B F ﬁ@;aﬁf:ﬁﬂ’jﬁ%ﬁi@ﬁﬁ
é%‘g{ #iﬁﬁm ’ ‘%% }l]%’:‘z\, 4 o

4o fF Ertimur, Muslu, and Zhang (2011) » F 48 5g BIRE £ fo 2 48 = £ 5 3E R
A A XA PTEREE AR EREF - A2 T PRI RFL o
13\315«‘_1;*’1;1,?3] ° ﬁfﬁ*?/?]&ﬁ-iﬁ"i%é&f&‘ﬁ‘ B3 FpplE o £ fllag,?
P - B0 2% #?ﬁ”’T%PMm¢«V“ﬁAw7%i E -
R TR S BE T WAE XA F A DT R R e Bt
W FIFOREE #*ﬁg‘i A SR E R 2‘?fi(Richardson Teoh, and Wysockl
2004) » 4rf Clement and Tse (2005)#* “ﬁ% 34 E B 40% 0 b ARl

Vol v et AR AT T RATTRIEL S B £ TR LR o 2
B2 A4 37 EF SRR *%ﬁﬁﬁpﬂﬁwiéii—iﬁw:&ﬁ—apfiﬁﬁﬁ’
FrRertprndiMineRRdivhkii- £ %E‘?M oo @ ¥ d I/B/E/S F4kit
p ﬁﬂj\‘?mvf_i s A ELH] L F’ ZAPZ AN G- 7? B o

" %2 4ek Clement and Tse (2005)17 3Ep] p & % % 2. 3% BRI > AT G R o

"2 2 4eke Ali, Klein and Rosenfeld (1992)# Easterwood and Nutt (1999)& I 100% 0 &3 BEA B
B oo
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FRIF & THAPHABRERDIER AP A NS IBITER P
FAIFRFL B INAET - ERFHy L P2 FAIFRFL S R
C A F L jifs— & BTER - % TERA jﬁ&*.$§%$£$ﬁ

4 PRI D PARIFRIEL DT oS Y o TRBASFHAIER
MR F2Z AR o A S RE > FANTOREEL L BT AR
AR PV B RO B > fo— #Ka7 § 4p e (Easterwood and Nutt 1999; Barron,
Byard, and Yong 2008) ; ¥ &g 4 $7EF i /1 A7 R @ Moo 4”- w eh g A TE e
’6ﬁ%m%%ﬁlﬁﬁﬁwk’6ﬁ&%72£¥,§ﬁ¥fi,@
P S HERIF A ARG R o m T AT ML R f K7 - TRAZR A
Twm IR R o BB IERIT A B EBI 20 % ‘e Fgipl ¢ o B~D
HPIRR T B EI 2 B o BB B VA A R AT 9% P e iR
A P DN IAR R A K FARTERIAPHRL G o ﬂkfﬁé A AR M
BAEaLn o Tiofie? BT FEREFLE o B O C AR
TRAFP S > F R TEER S TREDIRR > Kk B 384 a“']“% 10 e
G0 F LSRR FATR D AL FASK SR BEDAL
17 EF B AR R ,ﬁ (A= LI SR M S 13 7?‘]@ oM E enly TIREFLR
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Ertimur et al. Q011)F 7 1 #FR325 A 47FF ¥ i R TSR E 5 2T
oo LR ARG RMERAIFAATER > B A PRI IR -
Irvine (2004):u 5 A 1757 € 2 IR E I L U4 2 & > &2 A L P IE R
Bl s B A FEF F S A 4T 2 R b mﬁaﬁfguq\ﬁz\ i "ﬁp?f;?
Blom AR AL ﬁP?F BIFR A o 3B R TR A ITEF R i R BB IR &
Brgh A 35§ T 240 L B8 2 B4 ¢ B (Mikhail, Walther, and
Willis 1999; Hong, Lim, and Stein 2000) o 2k @ — 457 H-fi & 4L & 37 (F g dp 78
BlFAL A AR AV BETIMBERRBLA DRI AL P ki - £n
TRR RPN ET o AT EF IR R R R o FIEH IR BB TP TS A He %k
HALRIeng g o Tt A T EF S BAE R B A K i‘?*ﬁ—g;zz\'ﬁl__wﬁﬂw‘/?'l”
LRI T o UL ﬁ‘“ﬁ"”*ﬁmﬁ—"ﬁ%?/? LEFER S M A B
o) el

24BN s thshy otz p ($2p-1~+1) 222 4p’> 02

W AF Y #p g E w FF A A F 2 B § 4F f¥(Fama and French 1993; Carhart
1997) - ‘g chy L WP TP H RN pAAPEA-ERFE 3 B aor d

> 12 1/B/E/S ¢ FPI (forecast period indicator) % 4"

14 Das, Levine, and Sivaramakrishnan (1998)2? Lim (2001)z% 5 4 #7EF i 3 A Hcifi % s B ARTE RN
F- % » = Herrmann, Hope, and Thomas (2008)r114?5r 3T OEIRAE R OER

'S Cohen and Lys (2003)3% % A 47 f7 & 4835 0| & 22 % i A ﬁo v b e & i f B ARTE PR A (left-tail
asymmetry)xE Bk W Bl P ARTE R AL (mlddle asymmetry) °
i Irvine (2004)4?5r T TG R EFIF TREBOPARIFR A FRT S EH o

T rrdppe g At A58 e 3k 100 o
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ﬁW,TuﬁA@ﬁ»Aﬁﬁ,pufmﬂﬂﬁﬁwiﬁﬁﬁﬁ@wﬁiéﬁf

Fent REY ; Eul“Low” 2 “High”R| ¥ § A - A-TiHkd? #idBFd S
ﬂ%ﬂ%’ﬁi‘ﬁimmp—ﬂmé o 1L g Low”# “High”hZ B » % %
AoR- kA o H T iofedrd gy 5] 5% N kg F oK o

# 4 PFRIPRFLEZHS K FIER

47 67 36 A B £ Low Medium High Low# High % £

# A BAfc T ¢ imfc Tiof ¢ ik Tiodk Yotk Tiodk ¢tk THEE (B LA ;e Zig

A: ZATERREL — BT & R hPARTER

#A- 22,833 -0.1877 0.047 -028"" 0.07° -0.14"" 0.04™ -0.097" 0.03™" -0.19 (3.96)"" 0.04 (5.96)
oA - 9,447 -0.30"" 0.02™" -0.577" 0.0477 030" 0.03" -0.1777 0.02” -040 (5.7577 0.02 (2.73)"
HA= 4,098 -0.16"" 0.047 -042"" 0.06 -0.177" 0.04 -006 0037 -035 (3.46)" 0.02 (1.00)

B: FATRFL—T - ERNFHRIER

A - 22,833 -12777 03677 -1.89" -0.68"" -1.16"" -0.37"7 -0.59"" -0.13"" -129 (13.73)"" -0.55 (12.46)"
#A- 9,447 -1.28"" -0.38"" 2297 -0.957" -1.38"" -0.45"" -0.66" -0.197" -1.64 (11.63)" -0.76 (9.23)""
# A= 4,098 -1.10"" -025™" 2337 076" -1.35 -0417" 0457 -0.06" -1.87 (8.85) -0.70 (6.11)""
C: ZRTFRIFAL—T 3 ENFRIR

# k- 3,724 -2.1077 -0.997" -3.4577 2,147 -1.84"" -0.92"" -0.80"" -0.30"" -2.64 (8.78)" -1.84 (9.74)"
¥ 1,002 -1.95™" -0.917 -4.357" 238" -1.83"" -1.017" -1.05"" -048"" 330 (641" -1.90 (427"
HA= 669 -0.94"" -0.50"" -421™" 2217 -1.74™ -0.79™" 0507 -0.19"° -470 (6.38)" -2.02 (3.59)"
D: 4L FEp

A - 7,617 21.06™" 18.00"" 22.82"" 20.00™ 20.72"" 18.00™" 19.41" 16.00™" 3.41 (8.60)"" 4.00 (11.18)""
A - 2,498 18.22"" 15.00™" 20.68" 18.00"" 18.69™" 16.00”" 16.82"" 15.00™" 3.86 (6.01)"" 3.00 (5.35)""
#A= 1,422 19.56™" 15.007 33.367 20.007" 18.66" 15.00 16.78" 15.00" 16.58 (3.10)" 5.00 (5.37)""
E: z 24gp

# k- 22,833 0.8477 0457 1.7577 0.89™ 0.6177 0397 0217 0067 154 (11.33)"7 0.83 (9.34)
¥ 9,447 0.127 0.027 07877 0387 0.09  0.04° -0207 -0.097 098 (4.62)7" 047 (3.5
HA= 4,098 011 0077 0637 0517 020 009 -0.11 -0.03 074 (238" 054 (225"

A A RRE AR AL ﬁi)‘{”;@naﬁ};’fkﬁi?]fré’%éV%f?‘?ﬁfﬁ‘l—k'?"ﬁ:’”/v\*frﬁﬂ‘l FlFzp w?s‘i FARFY o AR
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THGERFHTLED  T-ERFRTLPETAERIHT LD FHTEREL D *wi:’f#%\nﬁ R “r‘/\ﬁﬁé“ﬁ:’t
Atz p (FRP-1~+1) 22 B HHEP - RA- SHRERAER  FPHETESF I AWESHFR 47 42 532

LS BT EERA R R TR D B LR SR 100

BEREF RN ZEEFFIAI o A BN EAF SR AT A AR ERIRER RN GA YT A0 22
W PR AT o AATFFML A gef 5 4 fFAE Low” s F A AR M LECR §00 10 4 (11 4001 ) 5 *High”» £ v Rl R
“Medium” o ¢ & 7 ¥ e T 3o B st £ 1 5 ?ﬁ’lﬂ ' Z Ao Fe o L Behsiy R o TR 10%A R T 5%
o T 1% kR ST A RRE Y ] o ’A~D A5 DK T A ATEF FARTER| & B AR K TR ﬁt’ L
+ 3%

1B M AT R )

PG AL R PR FASE IR CE AN EHATHFRIFAANE-ERT L HEF D
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100 £7tiTd 0 % 668 > 2018 &£ 1 1

S EHRTEL G A RRTRIE 2 2

Eames et al. (2002):% 5 &~ 17FF ¥ & B 7325 2 F AT R iR %'?El
a%@a% %ﬁiamﬁﬁ?<ﬁ%%i%%&¥%%o%a% i S o
SIEERR O AT R Bl E AR E TS ’fﬁ’ﬁév\’f‘rﬁy’fﬁ*
SR L e P S £ K AR 2 *%ﬁﬂoﬁ*’#4w%$¢%%”ﬁi9¥i
® AP ERERERTFT SR B FEIeT

FE, ,or AR , = ﬂlSBi,t + ﬂZBi,t + ,B3Hi,t + ﬂ4S€IIi,t
+ ﬁl,L(SBL )i,t + ﬂl,H(SBH )i,t + ﬂZ,L(BL )i,t + ﬂz,H(BH)i,t

+ ﬁ3,L(HL )i,t + ﬁ3,H(HH )i,t + ﬂ4,L(SellL )i,t + ﬁ4,H(SellH)i,t
+ B;Control Variables, , + ¢, ,. (1)

29 FE F-‘x_%:}’?—/PJ FE AR g A AR Z R hz FlS v FlS )
é’%z—?aﬂ ’#fﬁﬁ”’ P2 FF e FlF Sl A g A B A
- ERL PAREY e L g AT - B GO AR TR E S AR
ﬁ@%@<@ﬁﬁ °SB~B~H~Sell A% 33575 i 34 ~ g0
TR FR AR A2 HETES AE R ETRREERL 1 AR
ﬁ%w' % 0@ SB, =D,xSB , SB,=D,xSB; D, (D,) % 43 % # » 4=
5% E L “Low” (“High”) % Bi‘ n 1l BRI E 0 HATHILAH rﬂ:;
# R {ffﬁ et A ik g 25 4E o AT IR K e w“Medium” 5 R A# > T
v “Low” ~ “High” %2 %] 22 “Medium” 2. % cnp ¥+ £ £ o bd4e 5 25 %gtﬂl ;
“Medium” #-5 7] § &y 2 F 0 T 28> B, (B, ,) = ML R “Low”
(“High”) je %] & “Medium” 2. %] &5 7] | 2 ch@4pRpd g 2 FMA R E > 2
%ﬁzLEﬂszg or A e

BRI R BN 0 A TR RIS o 2 L A AT BT S B (Analyst
Experience) ~ 7 % 7 LA (Broker Size) ~ ~ 17 % & 7 75 & #icp (NCov) ~ » 17
FF k3 3 2 U 3 X 7 (Change Brokerage) » % & 4rfe fif biztins o 2 ¢ - 23
X 7 A (Broker Size)# » 47 FF & 47 V% & Hic P (NCov) LB p AR 3R (S eh
Beig o F RRBCEIPPELFF > 5~ SRR & (ForHorizon) & ¥4 % #c >
*iﬁﬁﬁz%mﬂﬂﬁﬁﬁﬁéiﬂm%&’z%s%ﬁ&awo

ek TR FIS PR RS ‘f'ffﬁﬂ;m" ’E%?F‘—/Pjﬁ-il’—'ﬁ'f/"‘f‘rm,& 2 3%
ﬁ’”"“)‘"}ﬂi“'—]’?”m R E AR ATRETE LR R TS
(Nasdaq) » & 7R #riE 5o 4 #7 4 p a‘ﬁﬁi%ﬂt& = 1> 2Hvpls 0; A3
B Surprise) » g A HTEFFE X AP R BRI - X 2P FRE L2 TR EIA
SEE ]I Y L S E A (R 2
% & 8 (Announcement) > dpF K A ATPEBL L @ L (62 p 2P o PlARIRR
WK EF 1> BURS 0 FAEREChg EPS) T2 55D F4fendh @

TR hms A MR AR RIS ) BR - BARRE
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>2_ % o T VT‘ DRI RIS B - ri!“(Repurchase) cAdpF o P kT z B
FREFREEY > Pl RREK S 1 BTG 00 {#HF2 ?*Eﬁiﬁﬂ'“r
(Chg . Audzt) dhF BT - £ P iéﬁg’Lﬁﬁiﬁ Ao Pldp R EGK 51
HUvpli 05 g"‘"ﬁ?"‘u—;—‘,nﬁ # 9 & L (OPIN) > #F]\a’} :r—ﬁx T- ﬁm?#iﬁ)&wﬁ
TR %ﬁ%&*%l’ﬂﬁm§ B R F A F K
(Inst_ Own Perc) 'J"F‘ ¥ E 2 %}&f?j;\*‘ AFENCIE o P i At e et
o P RA(Size) 0 B A A TR - B 2 RET E 0 X Bep ARYtEcA T o

S RFAMARARERFLOEFESATEE R RANHT - ER P
BAERenG L EDZ PRSI PRI L SRS R E A 5
e A ME o il #9710 o 4ol Eames et al. (2002)3% 5 A 7 EF $ R &
PEFEE IR RRER > L5 e HmE-

25 wFsiiss  FARERIFL
# A A ¥ A - A=
SB -1.3904™" -1.1653"" -1.1129™" -0.4207 -1.0662""  -1.0394™
(14.75) (6.60) (7.48) (1.41) (7.72) (5.25)
B -1.2902"" -1.0400"" -1.1988™" -0.8448"" -1.2584™"  -1.0107""
(12.42) (5.08) (10.64) (2.80) (5.97) (3.80)
H -1.2481"" -1.0320™" -1.0262" -0.7008" 11487 -1.1857"
(10.91) (5.28) (10.79) (2.57) (5.14) (3.74)
Sell -0.6613"  -0.5919 2076417 -0.4621 0.7306  -0.2422
(1.70) (1.47) (2.45) (0.82) (1.02) (0.28)
SB; -0.74117" -0.5218"" -0.9944™" -0.8494™ -0.5562  -0.3853
(5.60) (4.55) (3.99) (3.52) (1.30) (0.90)
SBy 0.6297°"  0.6509"" 0.3804"  0.2812 1.5938""  1.4759™
(3.84) (3.31) (1.74) (1.03) (4.35) (4.02)
B; -0.7027"" -0.5708""" -0.6825"" -0.4662° -0.5856"  -0.3876
(5.48) (4.59) (3.97) (3.76) (2.12) (1.64)
By 0.6723™"  0.3558"" 0.7249™"  0.5483™" 0.6892"  0.3841"
(3.23) (2.71) (3.74) (3.24) (2.39) (2.01)
H, -0.55317" -0.4047" 07867 -0.5759" -0.3678""  -0.1086
(3.41) (2.55) (3.05) (2.53) (3.33) (0.61)
Hy 0.5465"" 041217 0.88617"  0.7464™ 0.6455"  0.5882
(3.69) (3.62) (4.74) (4.20) (2.26) (1.25)
Sell; -1.0166™" -0.8369"" -0.4530"" -0.3860"" 03087 -0.2982"
(3.78) (3.64) 4.61 (4.15) (2.53) (2.41)
Selly, 0.6921  0.5390 0.6219  0.4632 0.1230 0.0164
(0.95) (0.88) (0.99) (0.62) (0.14) (0.25)
Analyst Experience 0.0947"" 0.1121" 0.0885™"
(3.37) (2.44) (2.75)
Broker Size 0.1585" -0.0745" 0.1745"
(2.00) (2.02) (2.03)
NCov 0.1557 0.0353 -0.0155
(1.12) (0.67) (0.15)
Change Brokerage 0.0872 -0.0737 -0.0800

(0.29) (0.63) (0.35)
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A A - A= A=
ForHorizon -0.0560"" -0.0005 -0.0006
(6.45) (1.34) (0.67)
Nasdag -0.5922"™" -0.4504™" -0.3049"
(8.86) (4.47) (1.84)
Surprise 0.2153 0.1425 0.3171
(0.98) (1.59) 1.14
Announcement 0.1521 0.0614
(0.94) (0.49) (1.51)
Chg EPS 0.3495 0.2789 0.1752
(1.53) (0.75) (0.94)
Repurchase 0.0948 0.1481 0.0462
(1.69) (1.20) (0.35)
Chg Audit 02369 0.2186 0.1284"
(3.38) (1.72) (1.84)
OPIN -0.1468™ -0.0576"" -0.1154°
(2.76) (2.87) (1.77)
Inst_ Own_Perc -0.2145™ -0.1717" -0.6142°
(3.53) (2.16) (3.16)
Size 0.0460 0.0518 0.0942
(0.78) (1.11) (0.22)
Adj. R? 0.2348 0.2169 0.2013  0.1924 0.1901  0.1863

A S BRI E A AL GRS A PRI L S ORE D LA B P
oo AP BT TR TITEL > P L ESRANFER S S HE D B HILER K(Low)2 R E P4
SRR S S F A - B P AT 4 A B 2 I o % RHE BT E R 2 PRI A (FE) -
SB~B~H-~Sell 5% 257§ Fi&~#FF ~ § D adg i 88 SBU(SBy) A W81 (8 ) AHEFFMZRE
5 7] § i 5 B AR Bu(By) > Hy(Hy) ~ Selly(Selly) 5 F & ~ #F ~ § D2 st 2k > 7 % 10
“Low”(“High”)£2 “Medium” e %] crp 4 £ B o A 7EF R/ A fice 5 A U p Fﬂ; BEA“Low” » § A TFF R LB
F 10 4 (11 A2+ ) 5 “High” > 2T Pl i “Medium” > H 4 p $8cé 3 Analyst Experience % » {7 FF =
A YTPEEREER F S R & UB/E/S ST E R T AR ORF R | Broker Size 3 H A {TREBEE 6 B YF > 5 5
LAY CAREP R TERFTEREFEL I NCov F AR B PFELATEY 5‘/Hfrﬁrm\9
# P 5 Change Brokerage dpatrErd g RIS T TH v AT L EN ol FForgd i ens 4R 4
ForHorizon :}F[/’a\%frﬁ?hﬁzﬁ‘ |8 £ > NEA ST RARTER P IEMAEE LR P chX e ¥ B A¥EcE T 5 Nasdag
:}F[ LR R ATRETE RS TN R S Swprise A AT P4 #ﬁ/’a\#‘réf"" :'K/\’}“ré“ﬁﬁxij‘— EARRE - o 4
22 NP RBEPREF T APTEFIER LY e > T ‘% MF F AR FL AR Announcement &
iy L ’a‘p’ﬁ:ﬂv\*‘rﬂ%%p rdiizpap o RlEptEREK: 1o B vRl: 05 Chg EPS 2 58
efen fp T2 L o T fll W — T 5 Repurchase 4 F 27 Tz B 3 & FREMY o PlApRREK
*EH 1 HTRE 0; Chg Audi ip & fdiT- EEO P L g R E'Jiﬁ%%—%ﬁs:;{ 1 2vpE 0
OPIN 35 ¢ - FF te b if - & g Ao EEERTRL PlipRglck s 1o 2w Pl i 05 Inst Own_Perc %
E 2T A FOR G D PR b ey A Size 1*'“/,}1&%5%_,4”,:— B2 ZNED E o FBp R
#cd 7 o Adj. R® 5 K16 R-square > "% i 10%AE %K > i S%AE-RE L 1%EEORE o JEELN S
PEHESLE -

S ehuiEeRE 0§ FEB)AR I ESB)F o 3t il 5
Fom AT NFARIE R R E R o A Bt kB SB B, 5 L9 SBy ¥ By &
TEL BT AT M LAER M2 R L R BE DT ARIER > T
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(Pl i) » HIEPILEARAT 2P o L B2EHT > TRIFFIHFT T
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# ’%i‘"‘”ﬁh %‘ﬁiﬁr‘ Ao XdR A - LGB g A ATER S %R B (Analyst
Experience) ~ # % J *ﬁﬂfs- < (Broker Size) ~ { # % 3+ 2 € 3 FF E 1+
(Chg Audir) g n% FARTRRIA lﬁr? ;g AR R g & (ForHorizon) ~ &7
Brif o2 5 %k (Nasdaq) ~ € 30 E & T R EL(OPIN)'?"’&‘-%%#"TF i ﬁ
(Inst_Own_Perc) » % 37 F% ch 3 ARIEIR] £ 2 BL ©

6 PIAIHI 2 PHRHEFTFEL DAL FLRE R VRS
23W—**"IW—*’%W7\ BREWVEM D A-2 SB~B~H & Sell
‘;Lx”?ﬁ%ﬁr P evR- BIEE F5 TR A HhEFLe o e EREY
Bt Fv R e TREY Lg%\;‘ira»L?v R R SIS
BAGHFF BRIGHE > A FFREH)E S e FF o4 &
#wg —‘ﬂk/\f—ﬂ T AR o B HAREFF 3FF L - f & %W (Barber, Lehavy, McNichols,
and Trueman 2001) -

¥4 B3 a8 SBy By~ SBy# By R HrMAARRE 2 L6 0 5T
o BN (F) AWEFMIERRE L Tt FETRE
SIEFE Y NI EEES RSl RS RIS B s
S EE R £

THIRBIRA  UEA - e F] I RAZ B FAER L b F AT R
w\‘} § = (Broker Size) ~ 33T} i& {7 % & pw (Repurchase) ~ § 5% 11 & & %5 R,
EL(OPIN) > Rl ia‘a? LR AR é"a‘—’rzﬁﬁ U p ﬁn« hit G B B A TR
4 3 2 v X 7 (Change Brokerage) ~ IREE N N
«%gfmﬁﬂmﬁﬁiﬁiﬁgiﬁiﬂiiﬁj éﬁ,{%o
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26 BEAFEF FAANLEEUEAFMAR

I = = %+ #3l e 5+ )

A A - A - A= A A= A=

SB 0.8508" 0.6542" 0.4123" 0.7744" 0.5412" 0.3170"
(2.20) (2.24) (2.38) (2.20) (2.29) (2.45)

B 0.6513" 0.6374" 0.4941 0.6129" 0.5272" 0.4120
(3.39) (1.97) (0.83) (3.39) (2.52) (0.78)

H 03809 -0.3656" -0.2816" 03324 -0.3963" -0.3122
(4.42) (1.93) (1.78) (3.48) (1.98) (1.74)

Sell -0.5167" -0.2461 -0.9743 -0.5546" -0.1818 -1.3232
(2.36) (0.24) (1.18) (2.26) (0.14) (1.19)

SB, 1.33577 1.1985™ 1.0175" 1.34617" 1.2830"" 1.0798"
(8.64) (4.25) (2.43) (8.64) (4.35) (2.49)

SBy; -0.4466 " -0.4249" -0.7074 -0.4655" -0.4246" -0.7743
(2.60) (1.81) (1.61) (2.54) (1.71) (1.68)

B, 0.7484" 0.6066" -0.2239 0.7266" 0.5362" -0.2986
(2.06) (2.01) (0.34) (1.96) (1.96) (0.26)

By -0.3629" -0.5433+ -0.4742 -0.3980" -0.5530" -0.4310
(2.34) (1.84) (1.16) (2.24) (1.79) (1.18)
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6 REATTRE I FAAHLELRERMAR ()

BOFARP 0 B w5+ HA
A A - A A= A - A= A=
H, -0.1208 -0.3004 -0.6328 -0.1775 -0.3485 -0.6718
(0.14) (0.68) (1.09) (0.09) (0.69) (1.02)
Hy -0.1017 -0.3007 0.2983 -0.0235 -0.3547 0.3584
(0.35) (0.97) (0.92) (0.31) (0.90) (0.90)
Sell, 0.2069 1.7206 -0.1933 0.3045 1.7417 -0.1980
(0.40) (0.87) (0.92) (0.43) (0.89) (0.94)
Selly 0.9540 2.0268 -0.6690 1.0343 2.0043 -0.7166
(1.18) (0.85) (0.56) (1.25) (0.81) (0.47)
Analyst Experience 0.2156" 0.1530 0.0355 0.0255 0.1046" 0.1343
(2.49) (1.18) (0.32) (0.46) (2.15) (0.26)
Broker Size 0.2759™ 0.1105" 0.0154 02974 0.1389" 0.0025
(3.05) (2.14) (0.71) (2.96) (2.39) (0.77)
NCov -0.1725 -0.1401 0.0055 -0.1576 -0.1486 0.0284
(0.52) (0.99) (0.60) (0.44) (0.93) (0.62)
Change Brokerage -0.24717" -0.1782"" 0.1029" -0.1987" -0.2456"" 0.1905"
(3.31) (2.76) (2.84) (3.26) (2.81) (2.87)
Nasdag 0.1431 0.2911 -0.0637 0.0781 0.2506 -0.0349
(0.99) (1.15) (0.18) (1.05) (1.22) (0.13)
Surprise 0.4861 0.3156 0.4156 0.2541 0.2487 0.1246
(1.54) (1.01) (1.41) (1.51) (1.43) (0.51)
Announcement 0.29417 0.2413 0.3211° 0.4123 0.3412 -0.1255
(2.13) (1.47) (1.75) (1.13) (0.94) (0.17)
Chg EPS 03385 0.3243" 0.0777 0.2586 0.2524" 0.1569
(3.57) (1.93) 0.92 (1.33) (1.86) (0.88)
Repurchase 0.3163" 0.2475" -0.0412 0.4220" 0.5544" 0.0298
(2.62) (2.29) (0.41) (2.57) (2.30) (0.50)
Chg_Audit -0.1960" -0.0670" -0.1448™" -0.1093" -0.1612" -0.1068
(2.32) (2.58) (2.84) (2.40) (2.57) (2.35)
OPIN 0.1559"" 0.1012"" 0.0250 0.1095™" 0.0469"" 0.0186
(3.56) (4.13) (0.18) (3.55) (4.09) (0.13)
Inst_Own_Perc 0.0861 0.0634 0.0079 -0.0027 0.0296 0.0991
(0.86) (1.16) (0.25) (0.76) (1.21) (0.17)
Size 0.1023 0.0754 0.1120 0.1965 -0.0079 0.1423
(0.73) (1.04) (0.15) (0.69) (1.01) (0.10)
Adj. R 0.1846 0.1645 0.1594 0.1547 0.1421 0.1264
LA 6 SEHAKFE AL ETREL 2 P2 AR P AT RARED S ARAD F e Fy

o AP KT TREFKTIESL IS HNAKFHIBAMF AL I GHET BFRS (K) k6 F
oo RREFZFAATZPZRER VR - SB-B~H~Sell # %5 %7F &~ F & ~#F7 ~ § hadpihf-
SBi(SBp)~ MR (%) A A7 EF M IR & chig 7] § ie 5 B 4 By(By) ~ Hy(Hy) ~ Selly(Selly) % % i& ~ %5 ~ ¢ 112 4p
R & 0 T % 0t @ Low”(“High”) £ “Medium™ (e W] chfp 4 £ B o 247 fFREL A Bcd 5 4 0P FETYLow” 0§
AR IR § 3% 10 4 (11 22 ) Z“High”» 2T B 5 “Medium” - H 4 p $#8cé 2 Analyst Experience %
AATEE R SR A TP BRIER F S IR A UB/E/S R FTER TR SpER | Broker Size i F A TPERER 6 B0
BoF 3PP SbBZipd P ERTEREL I NCov 2 FXAHRZ B YR EZAITF G EATED
2 P8P ; Change Brokerage a‘ﬁﬁv\’}‘r Frd HF RIBAFLIFHBEFINAvEIFLEPN DY Forg G S 702
Nasdaq 4p7% %k Z 78802 50 2 5 T M L 5 5 Surprise R AGFH F# > g A E XA bif- 227 g4
L2 XPFEFREFETF AR LY L ¥ “ﬁi Mg FEI AR T L AR S Announcement E_F A
Lo p AR AFST 2P L) o PR ER G 1 B URG 05 Chg EPS % E4fom iy
24 > T ria - WL Repurchase % F 27 fbhiTz B0 G FRE MY o Pl RgEK: 10 2
05 Chg_Audit 4y todoif— #3727 (3 § 72 M4 RRHR S 1> 20 Al5 05 OPIN 45 § 767 o
Bif- E#hFh o NEEET AL P IERREK S 1 HURIL 05 Inst_Own_Perc 4p % # 2 Y440 55 A #5001
2 PR e A0 D Size R R R AITREEET - B Y 2 KRS B0 F B RHAT o Adj. R A B EL R
square » & & 10%AF K > Ui S%EF R T 1%AF R o HEHP SR HES o

Fat b g
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Irvine (2003)3%5 F = A 457 43 B & 0 &2 & H ko H & ﬁﬂ%
Eggﬂ'\?’gan’ﬂﬁ?‘%@ ﬁ:r_)iﬁ*ﬁu’%]})\;,o%7;;ﬂ SR B A -
- 3’ ﬁ:ﬂ ’#7 fﬁﬁm » B ﬁ‘ ;‘%’J;Jﬁ)ﬂ'l'l,:_ ]+ fr’\]; ¥+ ﬁ:f‘;l;% 53 ﬁi *~ - .ﬁé‘»"%'ﬁr’f]\?’
Irvine(2003) #7it » &F X AT NI G REGS T H 4o 27 &> e fri g o
5 BRI AR R KPS oo dot BT ARA M ehm u] fsg 7] B R(SB) & § e
B 62 113 LG E SR SAE § g b N3
5.52%% 5.27%:=08 ¥ fFpY > e High”lew| = @ frx g g F L > 1L 3 i
TRERA 2L FHFLE - o f t'{(SelDLégip, LaF R F 4 “Low’
WL AE L AR “High e w Bl R F R ¥ 80 o 120453 (DRl4ck &P 2
LR TG A AL B o

Bh-EHEAZ FHEARRS L SESERE AT s o
ZEApE 2 2 ARG AT RGBS EB)E Y 2 - e n T
o ety R 0T BRI RAE KPP o @ “Low” ¥ “High”s ®i B
BRI R F o BT S MEFLR

I

o

27 EUMEHEPLR

= ¥+ 53]

AT EF i BEA i &3t Low Medium High Low# High# 2

FFE=E :;;i tE j;;i tE j;;i tE ;‘;;i tE :;;i tE
A: A -
SB 231 (2.54)7 563 (6.04)77 083 (1.22) 0.61 (1.53) 5.02 (5.69)
B 1.66 (3.24)"" 546 (4.56)" -0.08 (0.78) 0.35 (0.66) 5.11 (449
H -1.23  (1.41)  -091 (0.77) -0.94 (0.74) -1.02 (237)" 0.11 (0.98)
Sell 436 (2.51)7 -5.68 (3.32)77 452 (2.36)7 245 (1.16) -323 (4.13)7
&2t 0.83 (2.34)" 4.65 (7357 -142 (32977 -0.53  (0.84) 518 (6.52)
B: # 4=
SB 389  (5.46)7 6.75 (54577 1.61 (2.32)7 361 (3957 3.14 (2.36)"
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Will An Analyst Report More Positively
for Less-Covered Stocks When They Are
First Included on His/Her List?

This study examines whether analysts hold more positive attitudes towards less-
covered stocks in coverage initiation. Such findings are inconsistent with the efficient-
market hypothesis (EMH), which states that stock prices faithfully reflect new information
and investors obtain no systematic abnormal returns. Specifically, for neglected stocks,
profitable strategies may be formed based on whether a stock is included on an analyst’s
lists for the first time. With a focus on analysts’ earliest reports on the previously less-
covered stocks, this study alternately adopts two definitions for initial coverage: (1) the
analyst’s first research report, and (2) the brokerage firm’s first research report for the

company.

We conjecture that an analyst’s decision to cover a stock is primarily affected by the
benefit and cost of following it. On the one hand, costs may be significant because the less-
covered stocks are typically of a small size with infrequent voluntary disclosures. On the
other hand, their low trading volumes leave limited rooms for the commission benefits
when an analyst covers the company. Accordingly, one may view an analyst’s covering a
less-covered stock as his or her investment for the future benefits. Namely, the analyst may
have high expectation on its prospect. Our results, consistently, show that investment
recommendations are more positive when an analyst adds coverage of less-covered stocks

as opposed to the other stocks.

Analysts appear favorably and successfully to promote the less-covered stocks.
Specifically, this study finds that among the stocks for which the analysts issue strong buy
recommendations, their first earnings and growth forecasts for the less-covered stocks are
both significantly greater. These forecasts, as a result, trigger a strong response in the stock

market. .

This paper further investigates the extent to which initial coverage affects trading
volume and stock price. It shows that an analyst’s adding a company to his coverage
portfolio leads to a major improvement in liquidity and an increase in the firm value for
less-covered stocks. In contrast, an analyst’s adding a well-followed stock achieves trivial
improvement in its liquidity without significantly boosting its firm value. This study
extends the findings of prior studies, which document that analyst coverage initiation adds
to the liquidity of a stock and thus increases its firm value. Moreover, we find the

aforementioned findings of positive subsequent abnormal returns fail to hold for a stock
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within a three-year duration subsequent to its initial public offering, which typically
follows by both underpricing (honeymoon) and subsequent price reversal. Subsequent to
an analyst’s initial coverage, as our study shows, the increase in the number of analysts
following the previously less-covered stock is greater than that of the well-followed stock.
Furthermore, this study discriminates against the explanation that a less-covered stock, in
comparison with a well-followed stock, attracts more analysts to issue the research reports
subsequent to the initial coverage. The supported notion is that once an analyst adds to
follow a less-covered stock in the portfolio, he is unlikely to drop coverage as compared

with a well-followed stock.

This study observes both forecasts and investment recommendations by security
analysts for companies in the United States. Our initial coverage observations are classified
into an analyst’s coverage initiation and a brokerage’s coverage initiation. An analyst’s
initial coverage/A brokerage’s initial coverage means that the analyst (brokerage firm)
provides a research report for a stock he never covered before. Although the results are
more pronounced for a brokerage’s initial coverage, the research reports are generally
shown to be optimistic for both types of initial coverage. The result is consistent with our
anecdotal evidence that a brokerage firm needs to undergo a more complicated review
procedure when adding a new stock, and therefore relies on a stronger reason to support its
initialization. Significantly less buy recommendations for the subsample of an analyst’s
coverage initiation are made in comparison with the subsample of a brokerage’s coverage
initiation.

This paper contributes to this line of research in the following aspects. First, it differs
from prior studies on coverage initiation, most of which adopt an analyst’s coverage
initiation rather than a brokerage’s coverage initiation as their research sample.
Specifically, this study discriminates between different definitions of initial coverage. We
also show the different degrees of optimism in analyst reports, short-windowed stock
returns, and long-windowed stock returns between the subsamples formed based on
different definitions. We find a brokerage’s coverage initiation is more informative than an
analyst’s. The abnormal returns associated with an analyst’s coverage initiation are literally
insignificant. Second, this paper documents the difference between less-covered stocks
versus well-followed ones for a brokerage’s coverage initiation, revealing that the effects
of initial coverage on both liquidity and firm value are primarily contributed by the less-
covered ones. Third, our findings imply that buying the initially covered stocks may bring
profit, but not the stocks in three years after going public. Such analysis adds to the value
of using the popular periodicals (e.g., publications by Zacks Investment Research, Inc.),
which provide investors with information regarding analysts’ coverage initiation for them
to make investment decisions. Similarly, for academia, we show that when studying the

explanatory power of coverage initiation on long-windowed stock returns, one should pay
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special attention to the number of years after the public offering. Finally, this study

enhances the understanding of analyst adding decisions for less-covered stocks and the

quality of the research reports for the companies.
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