http://dx.doi.org/10.15813/kmr.2019.20.1.009

71¢4°| sliOlAfat S} ol AE MojolEsol
0|%j= %3k DRt Sy U

The Effects of Firms’ Foreign Market Focus on the Bias of Analysts’
Earnings Forecasts: Focusing on CEO Characteristics
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ABSTRACT

This paper investigates the effects of firms’ foreign market focus on the optimistic bias of analysts’
earnings forecasts. Based on a sample of 852 U.S. manufacturing firms between 1994 and 2015, our
empirical results suggest that higher growth of foreign market focus is associated with greater levels
of analysts’ forecast optimism. Drawing on the CEO career horizon and the upper echelon theory
literature, we find evidence that CEOs’ career horizon and functional background as a CFO moderates
the relationship between the growth rate of foreign market focus and analysts’ forecast optimism. This
shows that while financial analysts perceive internationalization strategies as signaling growth potential,
such perception can vary depending on CEOs’ individual characteristics.
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20 Food and Kindred Products (A1Z1} 22 2HEl AHE) 50 (5.87%)
21 Tobacco Products (EfHH &%) 4(0.47%)
22 Textile Mill Products (R&% AE) 8 211%)
23 | Apparel, Finished Products from Fabrics & Similar Materials (2|5 2! ZIZ0t QA THEZ CH= £ HE) | 18 (0.94%)
24 Lumber and Wood Products, Except Furniture (=2t SXH AE, 7t H|Q) 12 2.11%)
25 Furniture and Fixtures (ZF72t 7|L) 11 (1.29%)
26 Paper and Allied Products (£0|2} J2f 2t2d%=] AL 26 (3.05%)
27 Printing, Publishing and Allied Industries (R14f], STt 3! T2} 2=l AE) 21 (2.46%)
28 Chemicals and Allied Products (&}st 2210t T2F 2AE AS) 144 (16.90%)
29 Petroleum Refining and Related Industries (A1% &IA| 2! 2t2d Ated) 13 (1.53%)
30 Rubber and Miscellaneous Plastic Products (122} 042 ZF2| E2tAE! ME) 15 (1.76%)
31 Leather and Leather Products (7151} 715 HIE) 10 (117%)
32 Stone, Clay, Glass, and Concrete Products (M, ME, Q2| J2|11 232|E ME) 11 (1.29%)
33 Primary Metal Industries (2 == Ad) 33 (3.87%)
34 Fabricated Metal Products (7}&2 2% X|Z) 25 (2.93%)
35 | Industrial and Commercial Machinery and Computer Equipment (AMI2 2! A1 7|4 ZAEE] AHH|) | 124 (14.55%)
36 Electronic & Other Electrical Equipment & Components (KA} & 1 BrO| MXMEH| & £E) 146 (1714%)
37 Transportation Equipment (24 &) 43 (5.05%)
38 Measuring, Photographic, Medical, & Optical Goods, & Clocks (&3, AFEl, o|sh & &St HIE, & AA) | 123 (14.44%)
39 Miscellaneous Manufacturing Industries (71 E4Q| K| AHd) 15 (1.76%)
A 852 (100%)
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