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Abstract This paper examines the effect of the analysts’ earnings forecast revisions on stock price after the
dividend announcement of the firms has been released. We show that the analysts’ upward revisions on
earnings forecasts are followed by the positive cumulative abnormal return. We also investigate the signalling
effect and the confirmation effect with respect to the effect of the dividend announcement and the earnings
forecast revisions on stock price. The test results show that the confirmation effect is stronger than the
signalling effect. That is, the investors react only when the analysts’ forecasts coincide with the preceding

dividend announcement.
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Information, Information Convergence
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Table 1. Stock price changes following earnings
forecasts
CAR CAR CAR
(0,+50) (0,+10) (0,+1)
Estimtion Inc. 0.048" 0.026" 0.007°
dividend inc. 0.044 0.024° 0.010"
dividend unch. 0.078 0.045 0.007
dividend dec. -0.003 -0.008 -0.009
Estimtion Unch.. 0.093" 0.040" 0.005
dividend inc. 0.128" 0.066" 0.013
dividend unch. 0.065 0.014 -0.004
dividend dec. 0.049 0.009 0.002
Estimtion Dec. 0.051" 0.006 -0.001
dividend inc. 0.090° 0.016 0.004
dividend unch. 0.034 0.005 0.004
dividend dec. -0.012 -0.014 -0.017
Total 0.059" 0.020" 0.003
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Table 2. Regression results of formular (1)

Coeff. Std. Error t

0.0029 0.0203 0.1436
0.0001 0.0001 1.4915
0.0003 0.0014 0.1880

Prob
0.8859
0.1366
0.8510

Variable
Intercept
FR
MV
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Table 3. Regression results of formular (2)

Variable Coeff. | Std. Error t Prob

Intercept 0.0115 0.0204 0.5648 | 0.5725

FR 0.0006 0.0002 28997 | 0.0039

Du-FR -0.0006 0.0003 | —24859 | 0.0133

MV -0.0001 0.0014 | -0.0968 | 0.9230
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Table 4, Regression results of formular (3)

Variable Coeff. Std. Error Prob
Intercept -0.0138 0.0274 | -0.5016 | 0.6164
FR 0.0192 0.0897 0.2135 | 0.8311
Di-Do'FR 0.1690 0.0932 1.8140 | 0.0710
MV 0.0009 0.0019 0.4641 | 0.6430
Table 40 B vje} 3Fo] ofdu]~E 9] o]¢ 34
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Table 5, Regression results of formular (4)
Variable Coeff. Std. Error t Prob
Intercept 0.0014 0.0282 00512 | 0.9592
FR 0.3213 0.1703 1.8870 | 0.0604
Di-D2-FR 0.2904 0.1093 26557 | 0.0085
Dy-FR -0.5318 0.2554 | -2.0820 | 0.0385
MV 0.0002 0.0019 0.0788 | 0.9372
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