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Abstract

With the growing demand of information from investors, as the sophisticated
information user and communicator in the capital market, analysts are playing an
increasingly important role in the capital market, which have received extensive
attention from the participants of capital market. As one of the most prominent
competing information resource, analysts’ research report, on one hand, can help
investors to interpret the public information, on the other hand, it can provide
investors with new information that they discovered in their private way. Thus, the
interpretation of public information and discovery of private information are the two
important roles of analysts played in the capital market. Therefore, many empirical
studies investigated the roles of analysts played in the capital market with diversified
conclusion. In addition, as the most important way of firms’ public disclosure,
financial reports constitute the main source of information for the analysts’ research
reports. Hence, based on the analysts’ role of information interpretation, we should
further concern the behavioral characteristics of analysts in interpreting financial
reports.

Using the sample of Chinese A-share listed firms during 2007-2013, this
dissertation firstly investigates the roles of analysts mainly played in the capital
market. Based on the found role of information interpretation, this dissertation further
explores the analysts’ behavior in interpreting accounting information. Secondly,
focusing on the accounting policy disclosed in the financial reports, this dissertation
explores the analysts’ behavior in interpreting accounting policy from the perspective
of accounting policy consistency. Thirdly, combined with the institutional background
that China issued a new set of accounting standards in 2006 which achieved
substantial convergence with International Financial Reporting Standards, this
dissertation investigates the impact from international convergence of accounting
standards on the roles of analysts played in the capital market, and the function of

region’s institutional environment in which firms are located.



The main conclusion of this dissertation is that the major role of analysts played
in the Chinese Capital Market is information interpretation which further supported
by the evidence below: (1) Based on the role of interpretation, and focus on the
accounting information disclosed in the financial reports, we find that: Firstly,
analysts tend to interpret the financial reports which contained more information of
accrual, and comparing with the discretionary accrual analysts are more inclined to
interpret the financial reports with more non-discretionary accrual; Secondly, analysts
tend to interpret the financial reports with higher comparability of accounting
information; Thirdly, based on the samples with fair value information, analysts are
more inclined to interpret the fair value information of income statement. (2)
Focusing on the accounting policy consistency, we find that the consistency of
accounting policy have information content, and analysts are more inclined to
interpret the financial reports with high consistency of accounting policy. (3) Focusing
on the impact from international convergence of accounting standards, we find that
analysts are more inclined to play a role of information interpretation after the
international convergence of accounting standards in China, and which is more
significant in the regions with better institutional environment.

In summary, the above research results suggest that the relationship between
analysts’ research reports and financial reports is complementary, the major role of
analysts’ research report is to interpret the public information disclosed in the
financial reports. In addition, for the different characteristics of financial reports, the
behavioral characteristics of analysts’ information interpretation will be different, and
only when the financial reports has higher information content, analysts are more
motivated to interpret. Furthermore, in the aspect of institution, only in the context of
better institutional environment, the positive effect of international convergence of
accounting standards on the information content of financial reports would be
achieved. Accordingly, the analysts’ motivation to interpret would be enhanced.

The main contributions of this dissertation are provided as follows: First, based
on the investigation about the roles of analysts played in the capital market, this

dissertation provides new evidence on the roles of analysts’ information interpretation



by further explore the behavior characteristics of analysts in interpreting financial
reports from the aspects of accounting information(quantitative information) and
accounting policy(qualitative information) disclosed in the financial reports. Second,
compare with the former research, based on the method of textual similarity, this
dissertation construct the measures of accounting policy consistency which can reflect
the extent of accounting policy consistency both in vertical and horizontal dimension
more accurately, furthermore, it can reflect the degree of accounting information
comparability both in the two dimensions mentioned above. Finally, focus on the
behavior of analysts during the short-window behind the earnings announcement, this
dissertation would be useful in helping us to know the behavior characteristics of
analysts in the face of fierce competition, and the relationship between the analysts’

reports and firms’ public disclosure.

Key Words: Analysts; Information Interpretation; Accounting Information;

Accounting Policy Consistency; International Convergence of Accounting Standards
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