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We have already obtained rich empirical results from
our research project, which aims to identify
differences among security analysts in their
expertise in forecasting overall market prospects,
industry-specific prospects and firm-specific
prospects. Consistent with our prior conjecture, we
document superior timeliness and frequency of reports
1ssued by those analysts with specific expertise as
well as stronger subsequent long-windowed market
returns associations.

Security analysts are among the key information
intermediaries in the capital market, and,
consequently, their reports contain earnings



forecasts and investment recommendations which are
widely resorted to for other market participants.
Prior studies have identified various factors that
explain differences in analyst performance and affect
their implicit or explicit incentives. Much work is
contributed to examining forecast accuracy,
timeliness as well as characterizing amongst lead
analysts, bold analysts and follower analysts
(herders). In this study we further investigate the
differences in analyst performance under various
market scenarios classified by general-market,
industry-specific and firm-specific factors. Overall,
this analysis provides a reliable model to examine
forecast accuracy, frequency and timeliness as well
as to rank analysts based on their distinct
expertise.

We further contest that analysts who possess market
index expertise are more likely to stand out during
periods with larger overall- market-driven
uncertainties, which may be traced by the magnitude
of implied volatility (standard deviation) for
options on S&P500 index. Likewise, during periods
with increasing industry-driven uncertainties, which
again may be measured by implied volatility for
exchange-traded options on sectors, we find analysts
possessing industry expertise are more likely to be
identified as lead analysts or bold analysts.

Industry Expertise, Market Index Expertise, Security
Analysts, Implied Volatility, Lead Analyst, Bold
Analyst, Forecast Accuracy
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Exploring the Timing and Information Content of Security Analysts with Overall
Market or Industry Expertise

i &

ATV RERELES AR AL A FE - E B EN I AT m LR ¢ g
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Abstract

We have already obtained rich empirical results from our research project, which aims to identify
differences among security analysts in their expertise in forecasting overall market prospects,
industry-specific prospects and firm-specific prospects. Consistent with our prior conjecture, we
document superior timeliness and frequency of reports issued by those analysts with specific
expertise as well as stronger subsequent long-windowed market returns associations.

Security analysts are among the key information intermediaries in the capital market, and,
consequently, their reports contain earnings forecasts and investment recommendations which are
widely resorted to for other market participants. Prior studies have identified various factors that
explain differences in analyst performance and affect their implicit or explicit incentives. Much work
is contributed to examining forecast accuracy, timeliness as well as characterizing amongst lead
analysts, bold analysts and follower analysts (herders). In this study we further investigate the
differences in analyst performance under various market scenarios classified by general-market,
industry-specific and firm-specific factors. Overall, this analysis provides a reliable model to
examine forecast accuracy, frequency and timeliness as well as to rank analysts based on their
distinct expertise.

We further contest that analysts who possess market index expertise are more likely to stand out
during periods with larger overall- market-driven uncertainties, which may be traced by the
magnitude of implied volatility (standard deviation) for options on S&P500 index. Likewise, during
periods with increasing industry-driven uncertainties, which again may be measured by implied
volatility for exchange-traded options on sectors, we find analysts possessing industry expertise are
more likely to be identified as lead analysts or bold analysts.

Keywords: Industry Expertise, Market Index Expertise, Security Analysts, Implied Volatility, Lead Analyst,

Bold Analyst, Forecast Accuracy
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#HF fxehleveredBeta) s Bl HAMBRGH T > § ~ L L a4 A7t g $E
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2. FhAEPM L ¥ Beta BYF (WhBEFAAFTEAE) RASFLRREDE
XA R oA A TER L RE 2 & R B a2 (Strong Buy & —ELLBuy) ;

3 FAAEMEE K Beta Y M (WhAARFHRAFE) A EFLARRELARIDE >
FAEEN S AT LRI L o

fPaZ o> A PR g LR 2 P e 49EF o Kadanetal. (2012) 4 2 4R chA S48 %
(Industry Recommendatlons)rwrl’T TR E ;j-fg'j\ FEEHAESFa 4 o poh s H
Fhe PREIOENLIEERNY - Ba e hE R L EOFIAERETRE DT AL BORAE
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AP Ak XA ATER NG E a4 P FENERT D7 R IFER S KA RBP4
Fregfeim o WX AR P AT IR D UERED HETAE FELY Sk
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FEE#EMS&PS00 EHEE T L AEFIFL 4o
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A FTERAR EAE A & E 0 (2) B A 4 A 7 EF A PR S AR L 4R B 4 47 F7 (Lead Analysts)
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Rf LS BRI R LB R T e el N f 1S BEEL
TRy Beta KL K FTH A p AR ERENHE ST IORG EF EHD @
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