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DISCUSSION FOR
“ANALYST SPIN” (BOZANIC,
CHEN, HUANG, AND JUNG)

Issues for Discussion
[N
o Definition of “Analyst Spin”
o Analysts’ Career Outcome
o Other Issues
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- What is “Spin”2

“Sell-side equity analysts inferpret earnings news in
a direction that appears to contradict conventional
wisdom.” (p.1)

Definition of Spin
[ ——

* For each analyst report:

“Pasifive Spin” | FE<Qor MQESTCHG < 0 | More positive words
"Nenni\re!pin"l FE = 0 or MQESTCHG = 0 I More negative words

| conventional wisdom I interpretation
K, #

\- Contradiction

2016/9/19



Definition of Spin
[ E—|
* For each analyst report:

“Posifive Spin®  FE < 0 or MRESTCHG < O Maore positive words
“Negative Spin™  FE = 0 or HRESTCHG = 0 More negative words

* FE (Forecast error)
= Actual EPS reported — analyst's last forecast
* MQESTCHG

= Changes in forecasts for next quarter

Definition of Spin : ( Ex. Positive Spin)
[ E——

Title (Positive)

* Content:
* Actual EPS= $2
s Last forecast= $4
s FE=0

2016/9/19



Definition of Spin : ( Ex. Positive Spin)
[ E—|

Title (Positive) o Analyst confradics
himself in the same
. C y report?
* New forecast = $2
* Old forecast = §4 o To what extent can
* NQESTCHG < 0 MNQESTCHG represents

“conventional wisdom™2

Definition of Spin
[ ——

o How about using analyst consensus as a
benchmark?

10
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Reconciliation
|

o Are the title and the

Title (e.g., Long-term

. content saying
growth or other issue) different things?
* Content- This and next
quarter performance 0 We do not know what's

in the title in the current
medasure.

Ex. Appendix B

[Fe____|NQESTCHG | Repori Tile fpositivetone) |
-$0.28 -50.22 Resatting the bar and eggressively focusing on imp
asset quality

Unitad Tachnologios high quality Rasuits Bolssor Confidence
in Above Consensus 2004 EPS

"3

-§0.02 Hona:

11
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Reconciliation

[ E—|
0 Result: Analysts spin the title to defend recommendations.

0 Bradshaw (2004) and Barniv Hope Myring & Thomas
(2009):
0 Analysts recommend growth stock (recommendations aligned
with LTG forecasts and PEG ratio)

O Analysts’ earnings forecasts predict stock performance, but
recommendations do not.

= Inconsistency between content (forecasted performance)
and title (recommendations).

- Analysts’ Career Outcomes

12



Analysts’ Career Outcomes (H2)
e

Finding: Spin analysts are more likely to advance
and less likely to exit.
o What's the consequence of a wrong spin?

0 Hong Kubik & Solomon 2000: being bold and bad leads
to worse outcome; being bold and good does not
improve career prospects.

Analysts’ Career Outcomes (H2)

[ E—
o What kind of output gets an analyst promoted?
o Accurate forecast (Jocob Lys & Meale 1999; Hong et al. 2000)

0 Good recommendations

o Simply being “unconventional.” [Attention effect)
[Mikhail Walthar & Willis 2007; Borber and Cidean 2008]

13

2016/9/19



Some Suggestions

[
o What kind of output gets an analyst promoted?
0 Accurate forecast (Jocob Lys & Meale 19%%; Hong et al. 2000)
m Equation [2):
P{ADYAMNCE = 1 or DECLINE = 1 or EXIT =1)
= 8,+ 8, (POSSPIN,, ) + 8,(NEGSPIN. ;) + Year Fixed Effects

m At least control for forecast accuracy? [lac Ly & Moclo 1959; Hong o
ol 2000)

0 Good recommendations

o Simply being “unconventional” (Attention effed)
[Mikhail Walthar & Willis 2007; Borber and Cidean 2008]

Analysts’ Career Outcomes (H2)

[ E—
o What kind of output gets an analyst promoted?
O Accurate forecast (Jocob Lys & Meale 19%%; Hong et al. 2000)

o Good recommendations

m  Spin to defend recommendations (Table 3).

o Simply being “unconventional.” [Attention effect)
{Mikhail Walshar & Willis 2007; Barbaer and Cdsan 2008]

®m  Spin to stand ouwt.

14
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Some Suggestions
[ E—|
o Dwring High uncertainty periods:

. mparmrfnrmdiirﬂ
recommendations

Promoted Promoted Being unconventional

Career Pr d Fat pr
cufcomes

Some Suggestions (Continued)

[ E——
0 Whao affects analysts’ promotion?

o Institutional investors (i.e., sophisticated users) (., Hong et
al. 2000; Mikhail et al. 2007; Hugon and Muske 2010)

o How do institutional investors and individwal investors
react to sping

15

2016/9/19



2016/9/19

- Minor lssues

Minor Suggestions

[ E——
o Market Reactions (H3)

o First, prove that “spin” is an important phenomenon with
great market reaction, then tell the rest of the story.

o Univariate analysis only.

o Table 4 “DECLIME™ group not significant

o Most spin analysts are from small brokerage.— by
definition of “DECLIME™ these analysts cannot move
down.

10
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Minor Suggestions

[ E—|
0 Provide descriptive stafistics for “Career-changing”
analysts.
O p. 24: Sample do not add vp to 913.

o Provide consistent sample size.

Conclusion
[N
O Interesting and innovative.
o Well-written.

O More regression analysis with controls variables.

17

2016/9/19

11



2016/9/19

Thank you!
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Chia-Chun Hsieh
R

B
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5 AdA 2016 Annual Mesting Moderator Assignrment

BEFRIRAE: o
R EmE

Diear Chia-Chun Hsigh,

You have been assigned as a moderator for a session at the AAA 2016 Annual Meeting. You may access
information regarding your assignment using your user 1D (aaa46672) and your password (2jmjuox) at the At
Annual Meeting Information Center located at http://aaahg.org fAM/info.cfm

Please log in to confirm or decline your assignment as soon as possible.
Thank you for serving as a volunteer moderator for the Afs 2016 Annual Meeting.

Sincerely,

Allen Huang

Section Liaison

Financial Accounting and Reporting Section AAA 2016 Annual Meeting
Email: allen huang@ust hk
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Dear Chia-Chun Hsigh,

info@anahg.org

W65 H 1B BHR= TF T30
cchsreh@ocuedu.tw

AAA 2016 Annual Meeting Discussani Assignment

by
Ehk

You have been assigned to discuss a paper at the AAA 2016 Annual Meeting. You may access information
regarding your assignment using your user |D {aaa46672) and your password (2jrjuox) at the AAA Annual
Meeting Information Center located at http://aaahg.org/AN/info cfm

Please log in to confirm or decline your assignment as soon as possible.

Thank you for serving as a volunteer discussant for the Adf 2016 Annual Meeting.

Sincerehy,
Allen Huang
Section Liaison

Financial Accounting and Reporting Section A48 2016 Annual Meeting
Email: allen_huang@ust hk
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ﬁ News and Media

(NASBA Field of Study: Accounting)
Moderator: Chia-Chun Hsieh, National Chung Cheng University

The Hidden Face of the Media: How Financial Journalists Produce Information
Congcong Li, Singapore Management University

Discussant: Amy Hutton, Boston College

Medlia Slant and Stock Price Sensitivity to Earnings
Steven Cahan, University of Auckland; Chen Chen, Monash University; Nick Nguyen, Massey University

Discussant: Congcong Li, Singapore Management University

Analyst Spin

Zahn Bozanic, The Ohio State University; Jing Chen, University at Buffalo, SUNY; Xuan Huang, California
State University, Long Beach; Michael Jung, New York University

Discussant: Chia-Chun Hsieh, National Chung Cheng University
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