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中 文 摘 要 ： 本計畫主要研究投資者形成盈餘預期的重要來源─分析師的盈餘預
測及經理人的盈餘預測。本文首先探究影響分析師盈餘預測四捨五
入的因素；當目前其他研究都著重在分析師本身特性及公司本身特
性等原因，我們聚焦在經理人，討論經理人盈餘預測的特質乃至於
其四捨五入，對分析師盈餘預測的四捨五入是否有影響。此外，我
們也探討影響經理人盈餘預測四捨五入的可能因素，是否還包括為
達成分析師盈餘預測數字為目的。本文另討論“分析師報導“此一
因素，對經理人盈餘預測四捨五入的影響，探究經理人是否重視分
析師報導，繼而針對分析師報導的變化採取相關行動等。
本研究發現了:經理人盈餘預測的特性乃至於其四捨五入，對分析師
盈餘預測的四捨五入的確有影響。此外，本文也證實:為“達成或超
過分析師盈餘預測數字“此一目的，經理人有可能將盈餘預測四捨
五入。而本文亦顯示:“分析師報導“此一因素，對經理人盈餘預測
四捨五入的行為的確有一定的影響力。

       本研究有別於目前其他研究都著重在分析師本身特性及公司
本身特性的探討，可補充相關研究的不足；而本文有關分析師盈餘
預測及經理人盈餘預測背後動機的討論，亦對業界和投資者均有一
定的參考價值。

中文關鍵詞： 四捨五入行為；分析師盈餘預測；經理人盈餘預測；分析師報導

英 文 摘 要 ： Forecasts made by analysts and managers are both important
sources of information for investors in developing firm-
level earnings expectations. This fact underscores the
significance of researching the issue of the properties of
analyst and management forecasts. My paper shows that
management disclosures, or even managers’ rounding, have a
certain influence on analysts’ rounding, especially in the
environment with information asymmetry. Besides, my paper
move on to study the roles played by managers’ rounding to
achieve the goal of meeting analysts’ forecasts, which has
drawn a more complete picture and delivered a certain level
of innovation on relevant issues by showing that the case
meeting analysts’ forecasts increases as rounding in
managers‘ forecasts decreases.

     Regarding the impact of analyst coverage on managers’
rounding, many studies point out the possibility that
managers value analyst coverage, but only limited research
has shown what actions managers take to gain or retain
coverage. My research complements this view by showing that
managers are willing to take less rounding in order to
recoup losses of analysts, implying that managers perceive
analyst coverage to be valuable. This is another
contribution of this paper.

英文關鍵詞： heaping; rounding; earnings forecasts; analyst forecast;



managerial guidance; analyst coverage.



1 
 

 

 

1.Introduction 
 
 

Rounded numbers are more easily accepted, remembered, and communicated with by the average 

people, therefore human beings have always demonstrated a strong preference for rounded numbers. 

Therefore, such a “heaping” phenomenon has been widely researched or discussed in literatures in 

disciplines such as psychology, economics, sociology, and statistics. (e.g., Huttenlocher et al. 1990; Harris 

1991; Brown et al. 1998; Roberts and Brewer 2001; Pope and Simonsohn 2011). When financial analysts 

forecast earnings, they seem to also show a similar preference for rounded numbers. Herrmann and 

Thomas (2005) documented that “There are around 55 percent of annual EPS forecasts on I/B/E/S from 

1985 to 2001 end with a zero or five in the penny location.” (Expected percentage should be around 20 

under the unconditional situation) 

 
 

       Obviously, investigating properties of analyst forecasts is important because the role as information 

intermediaries played by analysts is significant in the functioning of capital markets. In this paper, I will first 

investigate analysts’ motives for rounding EPS forecasts. When all other researches focus on the impact of 

analysts' characteristics and firm characteristics on analysts’ rounding, the emphasis of the research for this 

paper targets the impact of managers’ disclosures on analysts’ rounding. Additionally, I also focus on 

managers and research the possible motives why managers’ forecasts use rounding: whether the rounding in 

managers forecasts have any impact on the rounding in analyst forecasts as well as whether managers’ 

rounding is due to meet analyst forecasts. These related topics have seldom been investigated in other 

relevant researches up to now. Besides, this paper also discuss impact of the factor known as analyst 

coverage on managers' rounding, which has drawn a more complete picture on relevant issues. 

 

 

     My paper offers the evidences that management disclosures, or even managers’ rounding, have a 

certain influence on analysts’ rounding, especially in the environment with information asymmetry. Besides, 

my evidence demonstrates that rounding  in  managers’  forecasts  is  usually  negatively  correlated  

to  meeting  analysts’ forecasts, implying managers’ rounding is due to meet analyst forecasts. My research 

also shows that managers are willing to take less rounding in order to recoup losses of analysts, indicating  

that managers perceive analyst coverage to be valuable. Thus, my research delivers a certain level of 
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innovation on the issues on forecasts made by analysts and managers. 

2. Literature review 
 
 

2.1 Analysts’ rounding 
 

In researches related to rounding in analyst forecasts, Appraisal Institute (2008) states that when 

people are unsure of or not confident with a certain numerical value of the digit, their choices tend to be 

rounding a digit. Under such circumstances, rounding tends to indicate the lack of precision or accuracy. 

Herrmann and Thomas (2005) offer evidence on this issue that rounded forecasts are less accurate than other 

forecasts. They suggest that the reason why lower accuracy is generated is because: analysts who use 

rounding are less informed/have less information than other analysts. And they find that “analysts are less 

likely to provide a rounded forecast when they have greater prior forecast accuracy, are at larger brokerage 

firms, and forecast more frequently.” Their research also shows that “Analysts with more firm experience, a 

longer forecast horizon, and those who follow more firms and industries are more likely to provide a 

rounded forecast.” Therefore, the research by Herrmann and Thomas cited above emphasizes the study on 

the manner the personal traits of analysts influence the rounding practice of analysts. However, as to “why 

an analyst would become less informed, the longer he/she follows a firm,” they have not been able to find an 

explanation yet. 

 
 

Regarding the question above, Dechow and You (2012) seem to have offered part of the answer: they 

points out that this is because the cost is much higher for analysts to make more intensive efforts for the 

sake of providing more precise forecasts. The time that analysts have is limited, and they concentrate their 

effort on forecasts on the firms that help them the most. Therefore, Dechow and You suggests that the high 

frequency of rounding observed by Herrmann and Thomas (2005) is at least partly attributable to: When 

the significance of the penny location is not so high, analysts rationally choose rounding. In the end, 

Dechow and You finds that: “(1) the explanatory power of firm characteristics is about three times greater 

than that of analyst characteristics”; and (2) “ firm characteristics have significant incremental explanatory 

power over analyst characteristics in explaining rounding.” Therefore, their research emphasizes the 

influence of firm characteristics on analysts’ decision to use rounding in their forecasts. 

 

When all studies cited above investigate the roles played by analysts’ characteristics and firm 

characteristics behind the rounding in analysts’ forecasts, my paper will investigate whether management 
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disclosures, or even managers’ rounding, have impacts on analysts’ rounding, especially in the 

environment with information asymmetry. 

 
 

2.2 Managers’ rounding 
 
 

On the other hand, in related studies on the reason why actual earnings show many instances of 

rounding, Thomas (1989) documents that conditions such as “zeros and fives in the third digit of EPS 

numbers” have a high frequency of occurrence in the samples he chose. Das and Zhang (2003) confirm 

Thomas’s findings and extend the research by showing that “the unusual frequency of rounded EPS reflects 

managers’ incentive to round up EPS to meet analysts’ forecasts, report positive profits, and sustain recent 

performance.” Thus, it shows that managers really care about meeting analysts’ forecasts. Many researches 

also state that the rounding in analysts’ forecasts tend be optimistic Therefore, if my former hypothesis that 

“the rounding in managers forecasts causes the rounding in analysts’ forecasts” is true, and if the rounding in 

analysts’ forecasts tend be optimistic” is true, would managers avoid managers' rounding to prevent 

analysts from rounding so that their earnings can meet analysts’ forecasts more easily? This is another topic 

of investigation in this paper. In previous studies on the causes behind the rounding in the forecasts of 

managers, Bamber et al. (2010) identifies rounding patterns in managers’ EPS forecasts and discover that 

“around half of managers’ annual EPS forecasts end in nickel intervals”. They argue that managers’ 

rounding seems to reflect “managers’ efforts to protect proprietary information and are attributable to 

self-serving opportunism.” If, in this paper, I will investigate whether managers' rounding is related to 

managers’ intention to meet analysts’ forecasts in the end. By doing so, I shall be able to shed a light on the 

relevant issue and provide another dimension of thinking on this topic. 

 
 

2.3 Impact of analyst coverage on managers' rounding 
 
 

Study has documented that analyst coverage results in a more accurate company valuation (Rana 2008), 

stimulates investor interest and improves liquidity (Merton 1987; Irvine 2003; Roulstone 2003). Because of 

such benefit, it can be inferred that corporate managers value analyst coverage. Concerning the influence of 

analyst coverage on managers’ forecasts, Anantharaman and Zhang (2011) find that "decreases in analyst 

coverage cause a significant increase in guidance from managers. "If said condition is true, my paper also 

expects that decreases in analyst coverage causes the forecasts released by managers to be more precise, to 

the point that rounding in the forecasts are reduced. 
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2.4.Contribution 

 

Because the role as information intermediaries played by analysts is significant in the functioning of 

capital markets, this fact underscores the significance of researching the issue of the properties of analyst 

forecasts. In the aspect of rounding in analysts' forecasts, when other studies concentrate on the roles 

played by analysts' characteristics and firm characteristics behind the rounding in analysts' forecasts, this 

paper investigates the influence of manager' disclosure on analysts' rounding. Therefore, my findings 

complement and build on studies on rounding in analysts’ forecasts in Herrmann and Thomas (2005) and 

Dechow and You(2012). This is one of the contributions of this paper. 

 
 

Investors in developing firm-level earnings expectations need forecasts made by analysts and 

managers. This paper not only investigates the motives that lead analysts to use rounding in their forecasts, 

but also focuses on issues seldom covered by other studies – relevant issues that managers use rounding in 

their forecasts. My paper investigates whether managers’ rounding has any 

influence on analysts’ rounding, especially in the environment with information asymmetry, and then 

move on to study the roles played by managers’ rounding to achieve the goal of meeting analysts’ 

forecasts. Therefore, I has delivered a certain level of innovation on relevant issues. This is the second 

contribution of this paper. 

 
 

Regarding the impact of the variable known as analyst coverage on managers’ rounding, many studies 

point out the possibility that managers value analyst coverage, but only limited research has shown what 

actions managers take to gain or retain coverage. My research shows that managers want to take less 

rounding in order to recoup losses of analysts, indicating that managers perceive analyst coverage to be 

valuable. Therefore, this paper complements current research. This is the third contribution of this paper. 

 
 

3. Hypotheses development 
 
 

Appraisal Institute (2008) states: When people are unsure of or not confident with a certain numerical 

value of the digit, their choice is often rounding it. Under such a circumstance, rounding tends to signal the 

lack of precision or accuracy. Herrmann and Thomas (2005) suggest that the reason why lower accuracy is 
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generated is because: analysts with rounding practice are less informed/have less information than other 

analysts. Dechow and You(2012) show that: For analysts, the cost of making more extensive effort for the 

sake of providing more precise forecasts is very high. Therefore I expect that the increase in the quality and 

quantity of management disclosures will reduce uncertainties, increase the volume of information that can 

be obtained by analysts, and reduce the cost of obtaining such information. Therefore, rounding in analyst 

forecasts decreases as a result. Therefore, I propose Hypothesis 1(a): 

H1(a): When the quality and quantity of management disclosures increase, rounding in analysts' forecasts 

decreases. 

 
 

If it is true that the quality and quantity of management disclosures affects analysts' rounding, and 

managers’ forecasts tend to be the major source of analysts’ forecasts, I assume that rounding in managers’ 

forecasts could affect the rounding in analysts’ forecasts, and the correlation is positive. Therefore, I propose 

Hypothesis 1(b): 

 
 

H1(b): As rounding in managers' forecasts increases, rounding in analysts' forecasts also increases. 
 
 

Many studies have found that analyst forecasts are a prevalent target for managers to meet or beat 

numbers in the forecasts, and missing forecasts holds great influence on managers, because the cost of 

missing forecasts is extremely high. (e.g., Matsunaga and Park [2001]). And many studies also point out  

that analysts would be optimistic and increase the number they forecast when they round their forecasts. 

 
 

In this case, if Hypothesis 1(b) "rounding in managers’ forecasts cause rounding in analysts’ forecasts " 

is true and, additionally, analysts tend to optimistic in their rounding, the managers would first avoid 

rounding their forecasts so that the probability of analysts’ rounding and analysts' optimism would be 

reduced. Then the manager can accomplish the goal of meeting analysts’ forecasts more easily. Thus, in 

doing so, rounding in managers’ forecasts is negatively correlated to meeting analysts’ forecasts. Therefore I 

propose Hypotheses 2: 

 
 

H2:  Rounding  in  managers’  forecasts  is  usually  negatively  correlated  to  meeting  analysts’  

forecasts. 

Study has documented that analyst coverage results in a more accurate company valuation (Rana  

2008),  stimulates  investor  interest  and  leads  to  liquidity  (Merton  1987;  Irvine  2003; 
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Roulstone 2003). Due to this, it can be inferred that corporate managers value analyst coverage. If the 

condition stated above is true, the change in analysts’ coverage should trigger managerial response. On the 

other hand, many studies and researches demonstrate that the quality and quantity of corporate disclosures, 

such as financial guidance from managers are key drivers of analysts’ interest in and willingness to cover 

a firm (Lang and Lundholm 1996; Bushee and Miller 2012). 

 

Therefore, Anantharaman and Zhang (2011) find that “changes in the level of analyst coverage to 

affect managers’ incentives to issue guidance of prospective performance.” Eventually they discover that 

“a significant increase in guidance from managers is a response to decreases in analyst coverage.” 

 

Since decreases in analyst coverage would result in a significant increase in guidance from managers, 

I expect that decreases in analyst coverage would also affect managers’ forecasts and compel managers to 

provide more precise forecasts. As a result, rounding in forecasts should further decrease. Therefore I 

propose Hypothesis 3: 

 

H 3: As analyst coverage declines, rounding in managers’ forecasts declines. 

 

4. Sample, research design and empirical results 

I collect analyst forecasts and analyst coverage data from I/B/E/S, and also obtain the actual EPS from 

I/B/E/S to ensure consistency with the forecasts in the treatment of nonrecurring items. And I use I/B/E/S to 

identify a sample of annual management earnings forecasts. In addition, I obtain financial statement data 

from Compustat. Finally, I obtain a total of 14,711 observations over 2000-2010.  .  

 

4.1 Test of H1(a): 

To test H1(a): when the quality and quantity of management disclosures increase, rounding in analysts' 

forecasts decreases, I refer to the model of Dechow and You (2012) and construct the following regression (1) 

to run: 

 
 

Model: 

Prob(ANALYST_ROUND=1)=F(α+β 0 MANAGEMENT_FORECAST+β 1ALAGEPS 

+β 2VOLATILIITY+β 3 VOLUME+β 4INST HOLD 

+β 5BM+β 6EP+β 7EXFIN+β 8SIZE +β 9NSEG 

+β 10LAGACCU+β 11BROKERSIZE +β 12FOR FREQ 



7 
 

+β 13EXPERIENCE+β 14HORIZON +β 15FIRMS FOL 

+ε  ) (1) 

Dependent variables:   

ANALYST_ROUND=1 if analyst’s most recent forecast of EPS for a firm is a rounded forecast, and 0 

otherwise; 

 
 

Independent variables:  

Main test variable: 

MANAGEMENT_FORECAST = Measures of management forecast properties (following Ajinkya 

2005) including: 
 
 

OCCUR = 1 if the firm issued an earnings forecast during the fiscal period, and 0 otherwise; 
 

 

FREQ = total number of forecasts issued by a firm in the sample period; 
 
 

SPECIFIC = 3 if the firm issued a point forecast during a fiscal period, 2 if an interval forecast, 1 if an 

open-ended forecast, and 0 if a qualitative forecast; 

 
 

Control variables: 

Analyst-Level Analysis 

ALAGEPS =absolute value of actual EPS of a firm; 

VOLATILITY=standard deviation of monthly stock returns over the 12 months prior to the forecast date; 

VOLUME=standardized trading volume over the 12 months prior to the forecast date; 

INST_HOLD=percentage of shares outstanding owned by institutional investors in the quarter before 

the forecast date; 

BM =ratio of book value of equity to market value at the end of the month before the forecast date; EP 

=ratio of prior year’s net income to market value at the end of the month before the forecast date; 

EXFIN=computed as in Bradshaw et al. (2006) and is the net amount of cash flow received from debt and 

equity financing activities as indicated in the Statement of Cash Flows for the current fiscal year, scaled 

by the market value of common equity; 

SIZE=logarithm of market value at the end of the month before the forecast date; 

NSEG =logarithm of number of business segments of a firm. 
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Firm-Level Analysis 

LAGACCU =accuracy of the analyst’s prior year’s EPS forecast for the firm; 

BROKERSIZE =based on the number of analysts employed by the brokerage house; 

FOR_FREQ =number of forecasts the analyst made for the firm in a given year; 

EXPERIENCE =number of years the analyst has followed the firm; 

HORIZON =number of calendar days from the date of the forecast to the date of the earnings 

announcement; 

FIRMS_FOL=number of firms followed by the analyst. 
 

H1(a) predicts that when the quality and quantity of management disclosures increase, rounding in 

analysts' forecasts decreases. This hypothesis indicates that the coefficient on OCCUR, FREQ , and 

SPECIFIC should be negative. The results in Table 1 provide evidence in support of this hypothesis: β 0 is 

-20.104, -0.002 and -0.135 (Significant at the 1% level in all cases) when the dependent variable is OCCUR, 

FREQ and SPECIFIC separately . 

 
 
 
 

4.2 Test of H1(b) 
 
 

To test H1(b): as rounding in managers' forecasts increases, rounding in analysts' forecasts also 

increases, I refer to the model of Dechow and You (2012) and construct the following regression (2) to run: 

Model: 

Prob(ANALYST_ROUND=1)=F(α+β 0 MANAGEMENT_ROUND +β 1ALAGEPS 

+β 2VOLATILIITY +β 3 VOLUME +β 4INST HOLD 

+β 5BM +β 6EP+β 7EXFIN +β 8SIZE +β 9NSEG 

+β 10LAGACCU +β 11BROKERSIZE+β 12FOR FREQ 

+β 13EXPERIENCE +β 14HORIZON +β 15FIRMS FOL 

+ε  ) (2) 
 

Dependent variables:   

ANALYST_ROUND=1 if analyst’s most recent forecast of EPS for a firm is a rounded forecast, and 0 

otherwise; 

 
 

Independent variables:  

Main test variables: 
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MANAGER_ROUND=1if manager’s most recent forecast of EPS for a firm is a rounded forecast, and 0 

otherwise; 

 
 

Control variables: 

Please refer to test of H1(a).    

 

H1(b) predicts that rounding in analysts' forecasts increases as rounding in managers' forecasts 

increases.This hypothesis indicates that the coefficient on MANAGEMENT_FORECAST should be 

positive. The results in Table 2 provide evidence in support of this hypothesis: β 0 is 0.169 (Significant 

at the 1% level). 

 

 

4.3 Test of H 2 

To test H2: Rounding in managers’ forecasts is usually negatively correlated to meeting analysts’ 

forecasts, I refer to the model of Matsumoto(2002) and construct the following regression (3) to run: 

 
 

Model: 

Prob(MEET = 1)= F(α +β 0 MANAGER_ROUND+β 1%INST+β 2ICLAIM+β 3LOSS 

+β 4EARNRET +β 5LTG +β 6LIT +β 7POSUE+β 8INDPROD 

+β 9LOGMV+β 10|FE| +ε) (3) 
 
 

Dependent variables: 

MEET = 1 if reported earnings meet or beat the analyst forecast at the earnings announcement, and 0 

otherwise; 

 
 

Independent variables: Main 

test variables: 

MANAGER_ROUND =1 if manager’s most recent forecast of EPS for a firm is a rounded forecast, and 0 

otherwise; 

 
 

Control variables: 

%INST = percent of shares held by institutions; 

ICLAIM = factor scores from factor analysis (indicating reliance on implicit claims); LOSS = 
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dummy variable indicating firms that report losses before extraordinary items; EARNRET = an 

industry-specific R
2 

from a regression of 12-month returns on earnings; LTG = consensus 

long-term growth forecast at the beginning of the year; 

LIT = dummy variable indicating membership in high-risk industry; 

POSUE = dummy variable indicating firm-quarters with a positive seasonal change in earnings before 

extraordinary items; 

INDPROD = average annual growth in in-dustrial production calculated over the 12 months; 

LOGMV=Log of market value of equity 

|FE| = the absolute value of the initial forecast error, deflated by price at the end of the prior 

year. 

 

H2 predicts that rounding  in  managers’  forecasts  is  usually  negatively  correlated  to  

meeting  analysts’ forecasts. This hypothesis indicates that the coefficient on 

MANAGEMENT_ROUND should be negative. The results in Table 3 provide evidence in support of 

this hypothesis: β 0 is -0.1482 (Significant at the 1% level). 

 

4.4 Test of H3: 

To test H3: as analyst coverage declines, rounding in managers’ forecasts declines, I refer to the model of 

Anantharaman and Zhang (2011)and construct the following regression (4) to run: 

 
 

Model: 

Prob(MANAGER_ROUND =1)= α +β 0ANALYST_ COV +β 1Δ SIZE +β 2Δ EARN 

+β 3Δ SALE +β 4Δ LOSS +β 5Δ MERGE +β 6Δ EQUITY 

+β 7Δ BTM +β 8Δ CAPEX +β 9Δ RDX +β 10Δ IO 

+β 11Δ EVOL +β 12Δ SPREAD +β 13HHI+β 14Δ LITIGATE 

+β 15Δ WEALTH+β 16Δ %CEOOWN +β 17LAG %Δ GUIDE 

+β 18GARS+ε ) (4) 
 
 

Dependent variables: 

MANAGER_ROUND=1 if manager’s most recent forecast of EPS for a firm is a rounded forecast, and 0 

otherwise; 
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Independent variables:  

Main test variables: 

ANALYST_ COV= analyst coverage 
 
 

Control variables: 

Δ SIZE= changes in the natural logarithm of the firm’s market value; 

Δ EARN=changes in fundamental performance with year-on-year earnings growth; 

Δ SALE= sales growth; 

Δ LOSS= changes in firm status in terms of reporting losses; 

Δ MERGE= growth prospects with M&A activity; 

Δ EQUITY=equity issuance; 

Δ BTM=he book-to-market ratio; 

Δ CAPEX=capital expenditures; 

Δ RDX =R&D expenditures; 

Δ IO= institutional ownership (Bushee and Noe 2000); 

Δ EVOL=earnings' volatility(Waymire 1985); 

Δ SPREAD=annual mean bid-ask spread ( Coller and Yohn 1997)( Jayaraman2008); 

HHI = proprietary costs (Verrecchia 1983) calculated using the Herfindahl-Hirschman Index; 

Δ LITIGATE = Litigation costs (Skinner 1994)( Rogers and Van Buskirk 2009) at the firm level 

using the Rogers and Stocken (2005) technique; 

Δ WEALTH = changes in the logarithm of the dollar value of CEO stockholdings in the firm 

(Nagar et al. 2003); 

Δ %CEOOWN= the proportion of firm shares held by the CEO( Nagar et al. 2003);  

LAG_%Δ GUIDE= time-series properties of guidance with lagged changes in guidance; 

GARS=an indicator variable for 2003 and onward for the Global Analyst Research Settlement, 

which fundamentally changed the equity research sector, and could have also affected guidance in 

turn. 

 



12 
 

H3 predicts that rounding in managers’ forecasts declines as analyst coverage declines. This 

hypothesis indicates that the coefficient on ANALYST_ COV should be positive. The results in Table 

4 provide evidence in support of this hypothesis: β 0 is 0.065. (Significant at the 1% level) 

 

 
5. Sensitivity analyses and discussion  

 

When obtaining information through other channels is difficult, managers’ forecasts serve as an even 

more critical source of analysts’ forecasts. Moreover, it is stated in Herrmann and Thomas (2005) that 

analysts who round their earnings per share forecasts to nickel intervals show characteristics of analysts who 

have fewer resources. Therefore, when other types of information remain obscure, the phenomenon that 

managers' rounding affects analysts' rounding should be more pronounced. Therefore I test H1(b) under a 

conditional environment with information asymmetry and investigate whether : 

 
 

The higher the information asymmetry in environment is, as rounding in managers forecasts 

increases, the more pronounced the increase in rounding in analysts' forecasts as a result. 

 

 

I refer to the model of Dechow and You (2012)and construct the following regression (5) to run: 

 

Model: 

Prob(ANALYST_ROUND=1)=F(α+β 0 MANAGEMENT_ROUND* INFO_ASYMM 

+β 1 MANAGEMENT_ROUND+β 2 INFO_ASYMM 

+β 3ALAGEPS+β 4 VOLUME +β 5BM +β 6EP+β 7EXFIN 

+β 8NSEG +β 9LAGACCU +β 10BROKERSIZE 

+β 11FOR FREQ +β 12EXPERIENCE +β 13HORIZON 

+β 14FIRMS FOL +ε  ) (5 ) 
 
 

I add an interaction variable called INFO_ASYMM ( information asymmetry) in Model1 to construct 

Model 5. Rather than use the three variables separately, I follow Roychowdhury et al.(2012) and use a 

composite measure of information asymmetry between managers and shareholders, denoted InfoAsymm: 

The five variables include: 

SIZE= logarithm of firm size, defined as market value of equity; 

NUM_AN= logarithm of 1 plus analyst following, defined as the number of analysts covering the firm; 
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INST_OWN=institutional ownership, or the percentage of outstanding shares owned by institutions; 

IVOL= idiosyncratic return volatility; 

Adv_BidAsk=the adverse selection component of the bid-ask spread.( Brennan and Subrahmanyam 

(1996) and Hasbrouck (1991)) 

Therefore, higher values of the composite measure INFO_ASYMM represent greater information 

asymmetry. This variable InfoAsymm is expected to be positively related with IVOL and Adv_BidAsk , 

and negatively related with SIZE, NUM_AN, and INST_OWN. 

 
 

Dependent variables:   

ANALYST_ROUND=1 if analyst’s most recent forecast of EPS for a firm is a rounded forecast, and 0 

otherwise; 

 
 

Independent variables:  

 

Main test variables: MANAGER_ROUND*INFO_ASYMM 

 

(MANAGER_ROUND =1 if manager’s most recent forecast of EPS for a firm is a rounded forecast, and 0 

otherwise; 

INFO_ASYMM = information asymmetry) 

 

Control variables: 

Please refer to test of H1(a). I group VOLATILIITY, INST HOLD, and SIZE into InfoAsymm, so those 

variables are no longer appear respectively as control variables in Model 5. 

 

 

This test indicates that the coefficient on MANAGEMENT_ROUND* INFO_ASYMM should 

be positive. The results in Table 5 provide evidence in support of this hypothesis: β 0 is 0.002 

(Significant at the 1% level). 
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6. Conclusion 
 

My paper shows that management disclosures, or even managers’ rounding, have a certain 

influence on analysts’ rounding, especially in the environment with information asymmetry. Besides, my 

evidences demonstrate that the roles played by managers’ rounding to achieve the goal of meeting 

analysts’ forecasts by showing that rounding in managers’ forecasts is usually negatively correlated  to  

meeting  analysts’ forecasts. Thus, when other studies concentrate on the roles played by analysts' 

characteristics and firm characteristics behind the rounding in analysts' forecasts, this paper focuses on 

the impact and the use of managers’ rounding in their forecasts. This is the contribution of this paper. 

  

Moreover, my research complements the impact of analyst coverage on managers’ rounding by 

showing that managers are willing to take less rounding in order to recoup losses of analysts, implying 

that managers perceive analyst coverage to be valuable. This is another contribution of this paper. 
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 Table 1. The regression results for the quality and quantity of management disclosures 

Prob(ANALYST_ROUND=1)=F(α+β0 MANAGEMENT_FORECAST+β1 ALAGEPS+β2 VOLATILITY+β3 VOLUME+β4 INST HOLD +β5 BM+β6 EP+β7 EXFIN+β8 SIZE+β9 NSEG+β10 LAGACCU+β11 

BROKERSIZE+β12 FOR FREQ+β13 EXPERIENCE+β14 HORIZON+β15 FIRMS FOL+ε) 

  
Expected Sign 

 
ANALYST_ROUND 

   

   
   

  
Intercept 

 
- -18.508 1.606*** 1.889*** 

  

   
(0.024) (359.4) (229.207) 

  
OCCUR 

 
- -20.104***   

  
   (12.028)   

  
FREQ    -0.002***  

  
    (26.104)  

  
SPECIFIC     -0.135*** 

  
     (19.178) 

  
ALAGEPS  - -0.382*** -0.345*** -0.237*** 

  
   (12.673) (12.134) (12.534) 

  
VOLATILITY  + 0.241*** 0.241*** 0.243*** 

  
   (282.377) (278.857) (285.194) 

  
VOLUME  - -0.010*** -0.010*** -0.010*** 

  
   (19.183) (18.997) (18.489) 

  
INST HOLD  - -0.127 -0.130 -0.114 

  
   (0.236) (0.254) (0.639) 

  
BM  + 0.716 0.663 0.695 

  
   (0.484) (0.405) (0.455) 

  
EP  + 0.650 0.650 0.670 

  
   (0.134) (0.235) (0.632) 

  
EXFIN  - -0.311 -0.326 -0.295 

  
   (1.321) (1.695) (1.963) 

  
SIZE  ? 0.126*** 0.218*** 0.124*** 

  
   (8.246) (8.251) (8.236) 

  
NSEG  + 0.262 0.269 0.252 

  
   (0.264) (0.695) (1.235) 

  
LAGACCU  - 0.105 0.206 0.320 

  
   (0.077) (0.076) (0.029) 

  
BROKESIZE  - -0.268*** -0.269*** -0.261*** 

  
   (12.806) (12.849) (12.069) 

  
FOR FREQ  - -0.315*** -0.315*** -0.318*** 

  
   (25.778) (25.728) (26.217) 

  
EXPERIENCE  - -0.237*** -0.238*** -0.242*** 

  
   (18.293) (18.383) (19.134) 

  
HORIZON  + 0.571*** 0.571*** 0.576*** 

  
   (87.102) (87.191) (88.501) 

  
FIRMS FOL  + 0.032 0.032 0.012 

  
   (0.205) (0.206) (0.029) 

  
      

  
      

  
      

  
R-SQUARE(%) 

  
14.95 2.92 2.98 

  
Wald Chi-square statistics (shown in parentheses):*Significant at the 10% level. **Significant at the 5% level.*** Significant at the 1% level. 
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Table 2. The regression results for rounding in managers' forecasts 

Prob(ANALYST_ROUND=1)=F(α+β0 MANAGEMENT_ROUND+β1 ALAGEPS+β2 VOLATILITY+β3 VOLUME+β4 INST HOLD +β5 BM+β6 EP+β7 EXFIN+β8 SIZE+β9 NSEG+β10 LAGACCU+β11 

BROKERSIZE+β12 FOR FREQ+β13 EXPERIENCE+β14 HORIZON+β15 FIRMS FOL+ε) 

  
Expected Sign ANALYST_ROUND 

Intercept 
  

1.653*** 

   
(432.593) 

MANAGER_ROUND 
 

+ 0.169*** 

   
(20.034) 

ALAGEPS 
 

+ 0.226*** 

   
(236.363) 

VOLATILITY 
 

- -0.540 

   
(0.326) 

VOLUME 
 

- -0.010*** 

   
(20.348) 

INST HOLD 
 

- -0.106 

   
(1.361) 

BM 
 

+ 0.734 

   
(0.505) 

EP 
 

+ 0.54*** 

   
(23.632) 

EXFIN 
 

- -0276 

   
(0.214) 

SIZE 
 

? 0.128*** 

   
(13.265) 

NSEG 
 

+ 0.145 

   
(0.254) 

LAGACCU 
 

- -0.046 

   
(0.104) 

BROKESIZE 
 

- -0.280*** 

   
(13.926) 

FOR FREQ 
 

- -0.306*** 

   
(24.284) 

EXPERIENCE 
 

- -0.239*** 

   
(18.684) 

HORIZON 
 

+ 0.550*** 

   
(80.173) 

FIRMS FOL 
 

+ 0.027 

   
(0.151) 

R-SQUARE(%) 
  

3.05 

Wald Chi-square statistics (shown in parentheses):*Significant at the 10% level. **Significant at the 5% 

level.*** Significant at the 1% level. 
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Table 3. The regression results for rounding in managers’ forecasts and meeting analysts’ forecasts. 

Prob(MEET=1)=F(α+β0 MANAGER_ROUND+β1 %INST+β2 ICLAIM +β3 LOSS+β4 EARNRET +β5 LTG+β6 LIT+β7 POSUE+β8 INDPROD+β9 LOGMV+β10 |FE|+ε) 

 
Expected Sign 

 
MEET 

Intercept 
  

-0.0385*** 

   
(18.957) 

MANAGER_ROUND - 
 

-0.1482*** 

   
(153.713) 

%INST + 
 

0.236 

   
(0.265) 

ICLAIM + 
 

0.082 

   
(0.698) 

LOSS - 
 

-0.267*** 

   
(25.326) 

EARNRET + 
 

0.023 

   
(0.437) 

LTG + 
 

0.05 

   
(0.632) 

LIT + 
 

0.162*** 

   
(16.532) 

POSUE + 
 

1.23 

   
(0.329) 

INDPROD + 
 

12.34 

   
(0.235) 

LOGMV + 
 

0.028*** 

   
(27.328) 

|FE| 
- 

  

-32.023 

(0.287) 

R-SQUARE(%)   5.23 

Wald Chi-square statistics (shown in parentheses):*Significant at the 10% level. **Significant at the 5% 

level.*** Significant at the 1% level. 
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Table 4. The regression results for analyst coverage and rounding in managers’ forecasts 

Prob(MANAGER_ROUND=1)=F(α+β0 ANALYST_COV+β1 △SIZE +β2 △EARN +β3 △SALE +β4 △LOSS +β5 △MERGE +β6 △EQUITY +β7 △BTM +β8 △CAPEX +β9 △RDX +β10 △IO 

+β11 △EVOL +β12△SPREAD +β13 HHI +β14 △LITIGATE +β15 △WEALTH +β16△%CEOOWN +β17 LAG%△GUIDE +β18 GARS +ε) 

  
Expected Sign MANAGER_ROUND 

Intercept 
  

-0.624*** 

   
(161.811) 

ANALYST_COV + 
 

0.065*** 

   
(37.393) 

△SIZE + 
 

0.137*** 

   
(107.766) 

△EARN + 
 

0.178*** 

   
(30.055) 

△SALE + 
 

0.263*** 

   
(168.632) 

△LOSS - 
 

-0.012*** 

   
(105.7664) 

△MERGE + 
 

0.065 

   
(0.392) 

△EQUITY + 
 

0.628*** 

   
(122.267) 

△BTM + 
 

0.014*** 

   
(185.5) 

△CAPEX - 
 

-0.312*** 

   
(297.005) 

△RDX + 
 

0.463*** 

   
(39.191) 

△IO + 
 

0.324 

   
(0.632) 

△EVOL + 
 

0.054 

   
(0.632) 

△SPREAD - 
 

-9.123*** 

   
(130.698) 

HHI + 
 

0.061 

   
(0.135) 

△LITIGATE + 
 

0.023*** 

   
(32.124) 

△WEALTH + 
 

0.052*** 

   
(26.321) 

△%CEOOWN - 
 

-0.236 

   
(0.623) 

LAG%△GUIDE - 
 

-0.243 

   
(0.254) 

GARS - 
 

-0.362 

 
  

(0.326) 

R-SQUARE(%) 
  

3.36 
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Table 5. The regression results for the rounding in managers’ forecasts and information asymmetry  

Prob(ANALYST_ROUND=1)=F(α+β 0 MANAGEMENT_ROUND* INFO_ASYMM+β 1 MANAGEMENT_ROUND+β 2 INFO_ASYMM+β 3ALAGEPS+β 4 VOLUME +β 

5BM +β 6EP+β 7EXFIN+β 8NSEG +β 9LAGACCU +β 10BROKERSIZE+β 11FOR FREQ +β 12EXPERIENCE +β 13HORIZON+β 14FIRMS FOL +ε) 

  
Expected Sign 

 
ANALYST_ROUND 

   
     

   
     

   
     

   
Intercept    1.606*** 

   
    (359.4) 

   
MANAGER_ROUND *INFO_ASYMM +  0.002*** 

   
    (17.231) 

   
MANAGER_ROUND  +  0.623*** 

   
    (27.326) 

   
INFO_ASYMM  +  0.543 

   
    (0.326) 

   
ALAGEPS  -  -0.463*** 

   
    (25.324) 

   
VOLUME  -  -0.638*** 

   
    (23.365) 

   
BM  +  0.365 

   
    (0.405) 

   
EP  +  0.102 

   
    (0.235) 

   
EXFIN  -  -0.571 

   
    (1.695) 

   
NSEG  +  0.752 

   
    (0.695)  

  
LAGACCU  -  0.632  

  
    (0.076) 

   
BROKESIZE  -  -0.369*** 

   
    (9.336) 

   
FOR FREQ  -  -0.453*** 

   
    (13.652) 

   
EXPERIENCE  -  -0.315*** 

   
    (21.653) 

   
HORIZON  +  0.392*** 

   
 

 
 

 
(63.191) 

   
FIRMS FOL 

 
+ 

 
0.063 

   
 

 
 

 
(0.206) 

   
 

 
 

 
 

   
 

 
 

 
 

   
 

   
 

   

        

        

        
        R-SQUARE(%) 

   
16.23    

Wald Chi-square statistics (shown in parentheses):*Significant at the 10% level. **Significant at the 5% level.*** Significant at the 1% level. 
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