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ABSTRACT

Using analysts’ data in Chinese capital market, this paper examines the impact of
analysts’ cash flow forecast experience on cash flow forecast behavior. According to
dividing analysts’ cash flow forecast experience into general cash flow forecast
experience and firm-specific cash flow forecast experience, the paper investigates
analysts’ cash flow forecast behavior from accuracy and timeliness of cash flow
forecast. I mainly find several conclusions in this paper as following. (1)Because of
the complexity for cash flow forecast, general cash flow forecast experience does not
affect accuracy and timeliness of cash flow forecast. When analysts’ firm-specific
cash flow forecast experience is more, for cash flow forecast there will be lower
accuracy, but higher timeliness. | also find that the analyst with more firm-specific
cash flow forecast experience tends to release bold cash flow forecast, and the analyst
with less firm-specific cash flow forecast experience tends to release herding cash
flow forecast. In addition, analysts’ earnings forecast experience can’t explain
analysts’ behavior of cash flow forecast. (2) This paper takes a cross-sectional
analysis for the above relationship from the firms’ information environment of cash
flow forecast and institutional investors’ holding. I find that relative to the firms with
higher cash flow transparency, for analysts’ cash flow forecast, there is a lower degree
of timeliness and it does not reduce accuracy in firms with lower cash flow
transparency. | find that there is no significant difference for firm-specific cash flow
forecast experience’s impact on timeliness among the firms with different percentage
of institutional ownership. But in firms with higher proportion of institutional
investors holding, analysts’ firm-specific cash flow forecast experience does not affect
cash flow forecast accuracy. (3) This paper investigates the impact of firm-specific
cash flow forecast experience and cash flow forecast timeliness on information
content of analysts’ cash flow forecast, and finds there is a larger market reaction for
cash flow forecast revisions which are released by the analysts with more

firm-specific cash flow forecast experience or are timelier. Furthermore, the



mechanism that analysts’ firm-specific cash flow forecast experience affects market
reaction of cash flow forecast revision is timeliness of cash flow forecast. (3) This
paper investigates the impact of firm-specific cash flow forecast experience and cash
flow forecast timeliness on information content of analysts’ cash flow forecast, and
finds there is a larger market reaction for cash flow forecast revisions which are
released by the analysts with more firm-specific cash flow forecast experience or are
timelier. Furthermore, the mechanism that analysts’ firm-specific cash flow forecast
experience affects market reaction of cash flow forecast revision is timeliness of cash
flow forecast.

The main contributions in this paper are as following. (1) This paper takes Pae
and Yoon (2012)’s research about cash flow forecasting experience influencing on
analysts’ cash flow forecasting accuracy to extend to the Chinese capital market, and
contends it may be not universal for their findings. Furthermore, this is the first paper
to investigate analysts’ cash flow forecasting timeliness, and fully discovers the action
and mechanism of analysts’ cash flow forecasting experience’s effect on analysts
forecast cash flow forecasting behavior. (2) This is the first paper to investigate
analyst cash flow forecast timeliness, and fully reveals the way and mechanism of
analysts’ cash flow forecast experience affecting cash flow forecast behavior. (3)
There is a more detailed and in-depth research for analysts’ cash flow forecast
behavior in this paper. This paper find the analyst who is less cash flow forecast
experience selects herding cash flow forecast, which can explain the reason why the

overall quality of analysts’ cash flow forecast in Chinese capital market is low.

Key words: analysts’ cash flow forecast; cash flow forecast experience;

cash flow forecast behavior
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