

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Analyst Coverage and Earnings Management

	
    
        
            
            







    
    










    
    
    
    











			
                    Journal of Financial Economics, Vol. 88, pp. 245-271, 2008
 
        

    
	

	
	
		
		
			55 Pages
		
		

		Posted: 27 Oct 2005
		
			Last revised: 4 Feb 2009
		
		
	

	
		
			
			




	See all articles by Frank YuFrank Yu
China Europe International Business School 


		

	
	
	
	
	



	
	
	
	
		
	
	
		
			Date Written: 2008

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		What is the role of information intermediaries in corporate governance? This paper examines equity analysts' influence on managers' earnings management decisions. Do analysts serve as external monitors to managers, or do they put excessive pressure on managers? Using multiple measures of earnings management, I find that firms followed by more analysts manage their earnings less. To address potential endogeneity problem of analyst coverage, I use two instrumental variables that are based on change in broker size and on firm's inclusion in the S&P 500 index, and find that the result is robust. Finally, given the size of coverage, analysts from top brokers and more experienced analysts have stronger effect against earnings management. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Earnings management, financial analyst, information intermediary, corporate governance

	
	

	
    

    
	

	
	
		JEL Classification: G3, M4, G24

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Yu,  Frank, Analyst Coverage and Earnings Management (2008). Journal of Financial Economics, Vol. 88, pp. 245-271, 2008,  Available at SSRN: https://ssrn.com/abstract=828484
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Frank Yu (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				China Europe International Business School   ( email )

			

			
			
				
				
				
					669 Hongfeng Road
Pudong
Shanghai, 201206
China

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    2,376

			

		
		
		
			Abstract Views

			   17,148

		

		
		 
		
			Rank

			   11,421

		

		
	


	
		
            
            	      104 Citations
		

	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                
	
                    IO: Firm Structure, Purpose, Organization & Contracting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Firm Structure, Purpose, Organization & Contracting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,073

                                    

                                    
                                        PAPERS

                                           12,799

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Who Blows the Whistle on Corporate Fraud?

                        
                            By
                                
                                
                                    
                                    I. J. Alexander Dyck, 
                                    
                                
                                    
                                    Adair Morse, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Who Blows the Whistle on Corporate Fraud?

                        
                            By
                                
                                
                                    
                                    I. J. Alexander Dyck, 
                                    
                                
                                    
                                    Adair Morse, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Who Blows the Whistle on Corporate Fraud?

                        
                            By
                                
                                
                                    
                                    I. J. Alexander Dyck, 
                                    
                                
                                    
                                    Adair Morse, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The Press as a Watchdog for Accounting Fraud

                            
                                By
                                    
                                    
                                        
                                        Gregory S. Miller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Fall of Enron

                            
                                By
                                    
                                    
                                        
                                        Krishna Palepu
                                         and 
                                    
                                        
                                        Paul M. Healy
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            In Re Silicon Graphics Securities Litigation: Shareholder Wealth Effects of the Interpretation of the Private Securities Litigation Reform Act?S Pleading Standard

                            
                                By
                                    
                                    
                                        
                                        Marilyn F. Johnson, 
                                        
                                    
                                        
                                        Karen K. Nelson, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do the Merits Matter Less after the Private Securities Litigation Reform Act?

                            
                                By
                                    
                                    
                                        
                                        Stephen J. Choi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Governance and Intermediation Problems in Capital Markets:
Evidence from the Fall of Enron

                            
                                By
                                    
                                    
                                        
                                        Paul M. Healy
                                         and 
                                    
                                        
                                        Krishna Palepu
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Screening Effect of the Private Securities Litigation Reform Act

                            
                                By
                                    
                                    
                                        
                                        Stephen J. Choi, 
                                        
                                    
                                        
                                        Karen K. Nelson, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Do the Merits Matter More? Class Actions Under the Private Securities Litigation Reform Act

                            
                                By
                                    
                                    
                                        
                                        Marilyn F. Johnson, 
                                        
                                    
                                        
                                        Karen K. Nelson, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

