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Fig. 1 Relationship between the two mechanisms through which stars lower stock price synchronicity and hypotheses of this paper
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Xu ° (-1 -1)9,
R’ 1) Topl
) 2) 3
InsHold
;0 3) GovHold 3.1
;4) 1
Turnover
i5) LnSize 10. 83 2. 041
;1 6) 0.021 0; 38.2%
MB 13.5% 21.1%.
1
Table 1 Summary statistics of all variables
N Mean Std Q1 Median Q3

R, 7119 0.461 0.094 0.408 0.468 0.519
AnaCov® 7119 10. 826 9.984 3.000 7.000 15.000
Star® 7119 2.041 2.477 0.000 1.000 3.000
FE( * 100) 7119 2.103 0.039 0.286 1.004 1.997
Ret( %) 7119 1. 600 14.400 —7.400 0.700 9.400
Topl 7119 0.382 0.159 0.254 0.370 0.501
GovHold 7119 0.135 0.217 0. 000 0. 000 0.256
InsHold 7119 0.211 0.202 0.059 0. 147 0.302
Turnover 7119 3.299 2.451 1.577 2.742 4.362
LnSize 7119 22.533 1.132 21.762 22.384 23.124
MB 7119 3.210 2.480 1.582 2.495 4.046
IndNum 7119 313.639 271.095 71.500 258.000 508. 000
LnIndSize 7119 27.820 1.243 27.172 28.074 29.076
Expected all 4 654 124. 890 186.214 14.043 47.703 157. 464
Expected star 4 654 30.260 50.929 1.903 9.010 35.744
Volatility 4 654 0. 066 0.030 0.049 0.062 0.079
Revision 45 039 -0.008 0.441 0. 000 0.000 0.000
StdRecom 45 039 1.759 0.674 1.000 2.000 2.000
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2 R’ 1.
3 0 6.93 R’
0.48 0.43.
1) 2004 6 2013 .
12 2 12 2  Panel B
( Star") ;2) Panel C Panel B
3 1 . R’ 0.43
2 0.44
0 -0.011  -0.006.
75% 3 0. 3) 1.24% 0.53%.  Panel C
Star" R~ ( Ret) . Turn— 15%
over~LnSize~MB - InsHold GovHold R* 0. 45.
i 4) 23%
0.45.
2 Panel A
2.3 2. 19
6.93 R’ 0.46 0.43
2
Table 2 Summary statistics by groups
Panel A:
Star” group Star” R, Ret (%) Turnover LnSize MB InsHold GovHold N
1 0 0.48 1.80 3.88 27.66 3.02 0.18 0.15 2518
2 2.19 0.46 1.60 3.17 22.60 3.29 0.22 0.13 3663
3 6.93 0.43 2.10 2.26 23.76 3.39 0.27 0.12 938
Panel B: .
Star" group R, Revision | Std Rec | Ret (%) | Twmover | LnSize MB InsHold | GovHold N
Nstar 0.44 -0.006 1.77 0.52 2.88 23.36 3.58 0.25 0.15 35 120
Star 0.43 -0.011 1.70 1.24 2.64 23.54 3.67 0.26 0.14 9919
Panel C:
Revision Star R, Std Rec | Ret (%) | Turnover LnSize MB InsHold | GovHold N
<0 0.15 0.45 1.37 2.54 2.94 23.32 3.72 0.24 0.16 2729
=0 0.23 0.45 1.73 0.83 2.79 23.43 3.62 0.26 0.15 39 866
3 R, R, R’
Pearson
0 75% 50%
50% 1 75% 3. 50%
1 2.04
50% 75%
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3 Pearson
Table 3 Pearson’ s correlation tests
R, star AbsFE Ret Tur MB InsHold | GovHold Topl IndNum | LnindSize
R., 1
star -0. 146 1
AbsFE 0.091 | -0. 077" 1
Ret —0.039™] 0.036™| -0.220" 1
Tur 0.259 7 =0.294™| 0.267 | -0. 062" 1
Lnsize —0.115™%| 0. 548 | —=0.094™| 0. 026 | -0. 450"
MB -0.318™|-0.036™| -0.273 ™| 0.224™| -0. 112| = 0. 001 1
InsHold —0.150*] 0. 145™%| 0. 124™| 0. 035™|-0.228™| 0. 119***| 0. 153 1
GovHold 0.030 ™| =0. 1217 0. 042 -0. 075" =0. 105™*| 0. 124**| -0. 052™**| = 0. 060 *** 1
Topl —0.034™| —0.006™ —0.006 | -0.034*| —0.272"*| 0.206*| —0.033*| -0.204| 0.346™*| 1
IndNum —0. 108 -0.082™**| 0.107™*| —0.008" | 0. 167 | -0.228| -0.013™*| =0. 091 **| —0. 107 *| -0. 029 ** 1
LnIndSize | 0.127°*| 0.235**| -0.026 0. 070 | —0. 018 ™| 0.335™*| —0.038*| 0. 004 —0.090™*[ -0.057*| 0.535™** 1
3 2 RZ ”
Xu 2 R 4 LSDV
Table 4 LSDV regression results for analyst coverage
and price synchronicity (all samples
(5) LSDV S : "
LSDV
LnR_ , = a, + B, Ana, , + v, Control! +
N ’ 2 ' ’ (4) (5) (6)
0, Yeary + 6[, [n,dustryl, +é&;, ( 5) Intercept 1.476 1% | 1.436 0™** | 1.329 3***
(5.05) (3.67) (3.69)
Ana Star” : , ,
. ( ) Star” -0.203 87 -0.140 3**
( NonStar") ; Control ( -3.88) ( -2.20)
R2 . Year NonStar" -0.061 6 -0.036 9
Ind (-1.41) (-1.21)
naustry - 0.0219 0.0143 0.010 6
Petersen > o’ (0.44) (0.28) (0.21)
GovHold -0.0592" | -0.060 8** |-0.063 4™**
LSDV
(-1.82) ( -2.08) (-2.13)
Cluster : 4 o 0167 4| ~0.165 8| —0.162 5**
nsHo
4 Panel A ( -4.22) ( -4.23) ( -4.19)
0.014 0™ [ 0.014 0™** | 0.013 6***
Turnover
19 (4.70) (5.18) (4.90)
¢ LnSi —-0.065 9***|-0.063 7***|-0.058 7
nSize
( -5.00) ( -3.56) ( -3.58)
MB —0.049 0| —=0.048 8 ***|-0.048 9***
(-7.67) (-7.57) (=7.70)
IndN, —0.000 2***|-0.000 2***| —0.000 2**
'ndNum
1. (-4.73) (-4.92) ( -4.74)
2 0.000 0 0.000 0 0.000 0
4 Xu LnIndSize
(1.37) (1.40) (1.37)
Year Effect Yes Yes Yes
Industry Effect Yes Yes Yes
N 7119 7119 7119
Adj. R 0.236 3 0.2357 0.237 5
«
F-statistics 58.97 *** 58.78 *** 57.847%%%



Cluster
(5)
2SLS (5). Yu ¥ Xu
> 2SLS
broker size, , .
expAna; , = ; (W) * Ana,
(6)
expAna
( expStar”)
( expNonStar") . broker size i
koy
( ) (
) (
).
t
28LS
Godfrey

28LS

1)

Ana;, = ay + 0, expAna; , + 6, Volatility, A +

2 ¥, Control; , + p, Year, +

8; Industry, + ¢, |
2) (7)

(7)

Ana

(5)
Cluster .2SLS 5
Godfrey
(
Godfrey
R’ 0. 201 0. 400;
Godfrey R’ 0.334 0.199).
5 2SLS
4
3.3 R’
2
1) N
5 Diff
1
( ) S
2) (5)
LSDV . 6 Panel A
3.2 2SLS N
(7)
(5)
6 Panel B
2
1)
FE 5 5 FE
1 5
2) 2004 6 2013 12 FE
R’ T P Wilcox
P FE1 FE5S R’ T
P Wilcox P
6  Panel C



— 58 — 2016
5 28LS
Table 5 2SLS regression results for analyst coverage and price synchronicity ( all samples)
(1) (2) (3)
Stagel Stage2 Stagel Stage2 Stage2
-1.181 6*** 1.658 17 -2.863 0% 1.670 9% 1.636 37
Intercept
( -16.86) (3.36) ( —14.85) (3.14) (3.69)
Star” -0.267 4" -0.148 17
( -1.66) (-2.31)
NonStar” -0.074 8 -0.0657
(-1.59) ( -0.40)
0.025 8
expSmrF
(35.61)
X 0.037 177
expNonStar”
(56.03)
-0.2109 0.964 4**
Volatility
(-1.15) (1.96)
Tonl -0.070 7*** 0.0456 -0.327 7% 0.034 9 0.034 5
op
(-4.18) (0.77) (=7.19) (0.63) (0.61)
-0.0212 -0.0420 -0.042 8 -0.042 8 -0.043 6
GovHold
(-1.59) (-0.72) (-1.19) (-0.77) (-0.76)
0.062 6 -0.118 8 0.176 77 -0.121 3*** -0.119 6™
InsHold
(4.85) (-2.71) (5.10) (-2.82) (-2.72)
-0.005 2*** 0.016 4 *** -0.017 5% 0.016 9*** 0.016 77
Turnover
(-3.72) (4.23) (-4.62) (4.11) (4.18)
0.059 0 -0.077 9% 0.160 6 *** -0.077 3*** -0.075 8***
LnSize
(19.80) (-3.24) (19.48) (-2.97) (-3.03)
VB 0.004 57 -0.050 1*** 0.018 97 -0.049 9*** —0.049 97***
(3.92) (-8.14) (6.19) (=7.98) ( -8.03)
0.000 1 -0.000 27 0.000 27 -0.000 2*** -0.000 2***
IndNum
(1.53) (-2.97) (2.14) (-2.99) (-2.90)
-0.000 0*** 0.000 0*** —0.000 0*** 0.000 0 0.000 0
LnindSize
(-4.10) (4.23) (-3.08) (1.12) (1.14)
Year Effect Yes Yes Yes Yes Yes
Industry Effect Yes Yes Yes Yes Yes
N 4 654 4 654 4 654 4 654 4 654
Adj. R? 0.507 3 0.260 0 0.6553 0.260 8 0.260 7
F-statistics 127,17 45,187 233,77 45,37 44,17
Cluster
6 Panel A .
1 6  Panel A
10%
t -1.02. 3.5

2.4
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6
Panel A
RZ
6  Panel B 2SLS
\ *1PO
IPO »
RZ
6  Panel C FE1 .
R* FES 0.4382 0.441 1
6
6
Table 6 Forecast accuracy and price synchronicity
Panel A:
Panel A: Regression results for price synchronicity under different forecast accuracy
Forecast 1 5
2 3 4
accuracy ( FE) ( least difference) ( largest difference)
Star” -0.246 4" -0.090 7 -0.137 6" -0.169 2 -0.1180"
( -1.90) ( -0.83) (-1.75) (-1.32) (-1.75)
NonStar” -0.032 3 0.002 4 -0.029 5 -0.0154 -0.0550
(-1.02) (0.06) ( -0.85) ( -0.29) (-1.09)
ol 0.023 2 0.122 8 0.028 6 0.003 1 0.1253
0,
v (0.16) (1.08) (0.27) (0.02) (1.32)
0.1356 -0.009 9 -0.106 0 0.018 5 -0.204 7"
GovHold
(0.98) ( -0.20) (-1.54) (0.21) (-1.73)
0.029 5 -0.056 7 —-0.195 9*** -0.140 0** -0.216 6***
InsHold
(0.38) ( -0.82) ( -2.69) ( -2.15) ( -3.15)
0.022 1 0.021 8*** 0.015 7** 0.011 3" 0.013 17
Turnover
(1.38) (2.80) (2.13) (1.77) (3.81)
-0.066 3** -0.130 77 -0.053 1" -0.099 37 -0.043 57
LnSize
(-2.35) ( -4.75) ( -1.68) ( -2.50) (-2.32)
VB -0.057 6*** -0.035 8 *** -0.049 3% -0.046 5*** -0.056 4 ***
L ( -4.62) (-8.92) ( -6.38) ( —4.30) (=7.47)
—-0.000 7*** -0.000 1 -0.000 1 0.000 2 0.000 0
IndNum
(-2.68) (-1.24) (-0.71) (0.90) (0.28)
0.000 0O 0.000 0" -0.000 0 0.000 0 0.000 0
LnIndSize
(0.81) (1.93) (-0.04) (0.13) (0.69)
Year effect Yes Yes Yes Yes Yes
Industry effect Yes Yes Yes Yes Yes
N 929 921 920 910 921
Adj. R 0.260 8 0.288 1 0.249 6 0.249 1 0.249 6
F 9.40 ¥ 10. 80 *** 8.84 7% 8.94 %% 9.05***

Cluster
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Panel B: (2SLS )
Panel B: 2SLS regression results for price synchronicity under different forecast accuracy
Forecast 1 5
2 3 4
accuracy ( FE) (least difference) ( largest difference)
Star” -0.245 27 -0.270 6" -0.0528 -0.042 6 -0.1196
(-2.49) (-1.72) (-0.17) ( -0.16) (-0.27)
NonStar” -0.008 4 0.033 3 -0.074 0 -0.1135 -0.066 9
( -0.08) (0.51) (-1.04) (-1.05) ( -0.438)
ol 0.072°5 0.074 6 0.140 2" -0.178 4 0.053 1
01)
(0.48) (0.77) (1.69) ( -1.06) (0.58)
0.065 5 0.043 5 -0.131 8" 0.021 6 -0.187 8"
GovHold
(0.40) (0.47) ( -1.83) (0.24) (-1.69)
-0.0327 -0.0375 -0.121 7" —-0.193 8 *** -0.226 37
InsHold
( -0.25) ( -0.75) (-1.81) (-2.94) ( -3.76)
0.021 4 0.011 0" 0.017 47 0.013 8" 0.014 27
Turnover
(1.26) (1.87) (2.59) (1.88) (3.20)
-0.083 1** -0.133 67 -0.036 5 -0.078 7 -0.040 2
LnSize
((=2.41) (-3.38) (-1.28) ( —1.58) (-1.32)
B —-0.059 0*** -0.036 4 -0.057 1*** —-0.049 0 *** —-0.047 5%
( -4.57) ( -9.84) ( -5.33) ( -3.85) (-4.11)
-0.000 8** -0.000 2" 0.000 0 0.000 0 0.000 1
IndNum
(-2.27) (-1.89) (0.08) (0.03) (1.12)
0.000 0 0.000 0*** -0.000 0 0.000 0 0.000 0
LnindSize
(1.43) (2.66) (-1.16) (0.20) (0.38)
Year effect Yes Yes Yes Yes Yes
Industry effect Yes Yes Yes Yes Yes
N 944 938 928 914 930
Adj. R 0.2551 0.287 3 0.262 1 0.2417 0.2352
F 9.50 7 11,217 9.66 7 9.09 *** 8.93 7%
Cluster
Panel C:
Panel C: Star analysts’ forecast accuracy
Forecast
1 2 3 4 5 1-5
accuracy ( FE)
Average R? 0.438 277 0.438 777 0.438 7% 0.438 477 0.441 1% -0.002 9
test ( p-value) 0.000 0 0.000 0 0.000 0 0.000 0 0.000 0 0.437 9
Wilcox test ( p-value) 0.000 0 0.000 0 0.000 0 0.000 0 0.000 0 0.410 3
3.4 5 Mom Moml
3.4.1 Mom5
Hou ° “ ” (2) Mom R’ 3
1 Fr 3
(1) t t—12 (3) R’ Mom
1-2 @ MomS5
@ R*Mom Star 25
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Moml Zarowin °°
Fama-
Mom5 Moml French * N
(4) 2004 6 2013 12 7 R’
t 3 R 5%
7 R
Ball 7 1 R
CAPM
3a.
7
Table 7 Price synchronicity and momentum effect
Mom5-Mom1
R? group Moml Mom?2 Mom3 Mom4 Mom5 Mom5-Moml ( ) CAPM o FF a
| 0.0133 0.0227" |0.026 0" [0.0254" |0.0326** 0.019 3** 0.020 8** 0.019 1% |0.020 0***
(1.02) (1.65) (1.93) (1.95) (2.46) (2.40) (2.31) (2.35) (2.71)
5 0.009 8 0.018 7 0.0179 | 0.0216 | 0.0158 0.006 0 0.006 9 0.005 0 0.005 3
(0.71) (1.34) (1.27) (1.51) (1.07) (0.85) (0.76) (0.72) (0.85)
3 0.007 2 0.0164 | 0.0176 | 0.0163 0.016 7 0.009 6 0.008 7 0.008 5 0.005 1
(0.50) (1.14) (1.20) (1.11) (1.07) (1.11) (0.095) (1.00) (0.69)
3.4.2 Panel C
R*-Mom t ~ 1 R 1%
t+5v~t+11.0+12 ~1 +35 -7.77%; R’
N 10% -4.53%
1 R
8 3b.
8
Table 8 Price synchronicity and reversal effect
Panel A: ¢t ~1+5
Panel A: ¢ ~t+5 month
Mom5-Moml
R? group Moml Mom2 Mom3 Mond Mom5 Mom5-Moml ( ) CAPM « FF o
| 0.0650" | 0.080 4™ |0.0888** |0.073 8™ | 0.073 2" 0.008 2 0.007 9 0.006 6 -0.003 4
(1.87) (2.22) (2.42) (2.01) (1.80) (0.59) (044) (0.47) ( -0.25)
) 0.067 7** 1 0.080 9™ 0.091 0*** [ 0.084 6™ | 0.080 4™* 0.0127 0.1103 0.011 5 0.007 9
(1.99) (2.38) (2.62) (2.36) (2.19) (1.04) (0.82) (0.94) (0.64)
3 0.079 3°* 10.103 2777 |0. 114 8™ 0. 106 17 [0.133 5 0.054 2% 0.050 9*** 0.054 2% | 0.050 4™
i (2.39) (3.12) (3.34) (3.34) (4.10) (3.92) (3.28) (3.88) (3.67)
Panel B: ¢t ~¢+11
Panel B: ¢ ~¢ +11 month
Mom5-Moml
R? group Moml Mom2 Mom3 Monmd Mom5 MomS5-Moml ( ) CAPM « FF o
| 0.119 8 10.137 6™ 0. 141 5 | 0.127 7°* | 0.117 2** -0.002 6 -0.003 9 -0.005 6 -0.018 3
(2.48) (2.74) (2.81) (2.46) (2.07) ( -0.15) (-0.82) ( -0.33) (-1.09)
) 0.124 377 (0. 134 277 |0.144 37 0.142 57 | 0.124 37 -0.000 1 -0.001 7 -0.002 1 -0.008 1
(2.66) (2.90) (3.06) (2.88) (2.50) ( -0.01) (-0.24) (-0.14) ( -0.54)
3 0.141 5% 10.165 6™ 0. 183 077 |0. 167 4™ 0.202 4™ 0.060 9 0.063 1% 0.060 1 | 0.0552**
) (3.13) (3.74) (3.88) (3.83) (4.65) (3.47) (3.05) (3.39) (3.03)
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Panel C: ¢ +12 ~¢ +35
Panel C: ¢ +12 ~¢ +35 month
Rgoup | Moml Mom2 | Mon3 Montt Mom5 MomS5-Mom (MomSMUml) CAPM FF o
1 0.943 6 [0.989 5™ |0.977 7 |0.947 4™ |0.866 0*** —-0.077 7 -0.075 57 -0.076 3 | —0.071 8
(1276) | (13.01) | (12.45) | (11.99) | (11.25) (—4.56) (-4.22) (-4.46) | (-4.04)
) 0.889 077 [0.841 077 |0.794 1 0.778 5™ |0.750 8 *** —-0.138 27 -0.139 97 -0.136 4% | —0.133 5
(11.38) | (12.22) | (1.11) | (10.71) | (10.46) (-6.72) ( -6.67) (-6.62) | (-6.29)
S [O-BIBST0.771 87 (0,788 37 0,760 T 07327 | 00453 ~0.0420" ~0.0427 | -0.0365
(9.94) | (10.31) | (10.43) | (9.77) | (8.60) (-1.73) ( -1.81) (-1.63) (-1.34)
7 8 @ Mom5
Hou } Mom1
Mom5 Moml
3.5
3.5.1 4) 2004 6 2013 12
Hou ° “ ” t
9
CAPM
1) t t~12 Fama-French
t~2 9 Star”
5 Mom Moml 0.26% ; Star"
Mom5 10% 0.95% 1
2) Mom Star” 3 3 F
1 Siar 7.35. N
0 2 Star
0 75%
3 Star
3) Star-Mom 4a.
9
Table 9 Star analysts and momentum effect
Star* group | Moml Mom2 Mom3 Momd4 Mom5 Mom5 -Moml (M()mSM()ml) CAPM « FF o
| 0.016 17 ]0.020 8** |0.023 5™ [0.022 2** | 0.018 7" 0.002 6 0.003 1 0.002 2 0.004 9
(1.66) | (2.13) | (2.37) | (2.27) | (1.91) (0.59) (1.25) (0.50) (1.18)
) 0.005 0 0.004 3 0.004 2 0.006 5 0.003 9 -0.001 1 0.000 3 -0.001 3 -0.000 02
(0.39) | (0.35) | (0.34) | (0.52) | (0.31) (-0.19) (0.58) (-0.22) | (-0.01)
3 0.0123 ]0.0134" |0.013 8" |0.025 17 |0.021 7** 0.009 5° 0.010 5** 0.009 8" 0.013 0**
(1.36) | (1.76) | (1.85) | (2.20) | (2.42) (1.71) (2.13) (1.67) (2.25)
3.5.2 Star-Mom I ~t+5.
3.5.1 t~t+11.t+12 ~t+35
Star 25
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N 1
10 CAPM Fama-Fench
Panel A Star” Panel B.Panel C l t+11 L+
Mom5 Moml1 12 t+35
Star" 5%
-3.98%; F 4b.
10
Table 10 Star analysts and reversal effect
Panel A: ¢ ~t+5
Panel A: ¢ ~t+5 month
Star’ group | Moml Mon2 Mon3 Mo Moms Moms-Moml (MomSMoml) CAPM « FF o
| 0.083 3% | 0.102 5% [0.107 5 |0.095 7% | 0.005 5 0.0122 0.012 0" 0.0118 0.0145
(3.30) (3.82) (3.94) (3.50) (3.59) (1.30) (1.69) (1.25) (1.56)
5 0.0472" | 0.0555" 0.046 4 0.044 0 0.024 1 -0.023 1 -0.019 5** -0.0255" -0.017 3
(1.72) (1.75) (1.27) (1.26) (0.65) ( -1.49) ( -2.05) (-1.68) (-1.12)
, 0.034 1™ [0.024 1™ | 0.0306 |0.0400% |-0.0057*| -0.0398** —0.035 1% | —0.0409%* | -0.0303"
(1.96) (3.76) (0.96) (2.18) | ( -2.06) ( -2.24) (-2.17) ( -2.28) ( -1.68)
Panel B: ¢ ~t +11
Panel B: ¢ ~¢ +11 month
Star’ group | Moml Mon2 Mon3 Mo Moms Mom5-Moml (MomSMoml) CAPM « FF o
| 0.136 4% 10,161 6% | 0.164 6% |0.152 7% | 0.143 7% 0.007 3 0.006 6 0.005 4 0.005 9
(3.96) (4.51) (4.44) (4.02) (3.95) (0.62) (1.05) (0.45) (0.49)
) 0.0674 | 0.0752° | 0.0661 | 0.0615 | 0.0271 ~0.040 47 ~0.0392%* | —0.041 6™ | -0.0332"
(1.32) (1.76) (1.36) (1.31) (0.56) (-2.17) ( -2.36) ( -2.23) ( -1.71)
; 0.050 3% | 0.0315 | 0.0313% | 0.0422 [-0.0170%% -0.067 4% | -0.069 1** [-0.0663***| -0.054 6**
(3.03) | (0.73) | (2.37) | (0.94) |(-3.17) ( =2.78) ( -2.18) (-2.72) | ( -2.16)
Panel C: ¢t +12 ~¢+35
Panel C: ¢ +12 ~ ¢t +35 month
Star* group | Moml Mom2 Mom3 Momé MomS | MomS-Moml (MomSMoml) CAPM o FF o
| 0.988 5 | 1013 4 | 1.000 1 |0.970 9*** [0.092 8™ |  —0.085 8*** —0.092 0% | —0.000 0%** | —0.004 47
(13.32) | (15.01) | (13.74) | (14.17) | (12.68) ( -3.66) ( -3.31) ( -3.80) ( -4.01)
) 0.745 8% 0,720 8 | 0.712 4™ [0.704 5% |0.652 3 | —0.093 6™ —0.095 9% | —0.000 5% | ~0.082 9
(9.37) (9.36) (8.76) (8.64) (7.90) ( -3.50) ( -3.07) ( -3.31) ( -2.94)
; 0.621 8%** | 0.535 4% | 0.482 9™ [0.475 0*** | 0.435 7% | ~0.186 1** —0.185 2% | —0.184 4% | ~0.176 4+
(3.61) (7.53) (6.94) (5.02) (6.32) (-4.33) ( -4.47) ( -4.15) (-3.77)
3.5.3 3
20% 1.2% 75%
Mikhail % Ivkovié 1.1%.) .
3
N . 1) t-12 -2
3 (45 039 5 Mom
2 444 3. Moml
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Mom5 11
2) Mom 10% 0.84%
3) Analyst-Mom I Nt~ 2a.
t+3 t~1t+ 11 ( ¢t t+3 t t+11
Mom5 Moml ) 12
®»
4) 2004 1 2013 12
t
( ¢ ) 4b.
11 N
Table 11 Star analysts bullish recommendations and momentum effects
Mom5-Moml
Analyst Moml Mom2 Mom3 Mom4 Mom5 Mom5-Moml ( )
Non star 0.045 9% 1 0.034 3™ | 0.040 5™ | 0.042 1™ | 0.039 7*** -0.006 1 -0.009 1
T (3.55) (2.99) (3.39) (3.53) (3.22) ( -0.66) (-0.58)
Wilcox P value 0.000 5 0.003 8 0.000 5 0.000 3 0.001 3 0.380 8 0.400 4
Stars 0.0332°% | 0.0309* | 0.0265™ | 0.036 17* | 0.041 6** 0.008 4" 0.010 0**
T (2.51) (2.38) (2.11) (2.58) (2.36) (1.89) (2.06)
Wilcox P value 0.005 5 0.0211 0.017 0 0.0102 0.023 0 0.073 4 0.030 1
12 N
Table 12 Star analysts bullish recommendations and reversal effects
Panel A: ¢ ~1+3
Panel A: ¢ ~¢+3 month
Mom5-Moml
Analyst Moml Mom2 Mom3 Mom4 Mom5 Mom5-Moml ( )
Non star 0.094 0% | 0.072 1™ | 0.073 5*** | 0.094 9™ | 0.092 3*** -0.0017 -0.002 5
T (3.93) (3.31) (3.15) (3.83) (3.33) (-0.11) (-0.15)
Wilcox P value 0.000 5 0.002 4 0.003 1 0.000 6 0.001 0 0.650 4 0.880 3
Stars 0.070 1°%* | 0.073 4™ | 0.0529™* | 0.0629™* | 0.0529" | -0.017 2" -0.017 4
T (2.95) (3.09) (2.19) (2.21) (1.89) (-1.78) (1.91)
Wilcox P value 0.006 8 0.004 1 0.0259 0.028 1 0.078 8 0.072°5 0.067 8
Panel B: ¢ ~¢+11
Panel B: ¢ ~¢+ 11 month
Mom5-Moml
Analyst Moml Mom2 Mom3 Mom4 Mom5 Mom5-Moml ( )
Non star 0.124 9%** 1 0.092 4™ | 0.089 4™ 1 0.114 3™ | 0.1149 *** | —0.010 1" -0.011 0™
T (4.14) (3.64) (3.33) (3.85) (3.37) (1.80) (-2.04)
Wilcox P value 0.000 2 0.001 0 0.002 1 0.000 3 0.001 4 0.089 9 0.037 2
Stars 0.094 2% 1 0.097 3*** | 0.0759** | 0.087 7** | 0.073 1™ | -0.021 1** -0.021 8**
T (3.21) (3.17) (2.62) (2.57) (2.25) (-2.73) (-2.11)
Wilcox P value 0.002 7 0.003 7 0.016 8 0.0109 0.0355 0.013 8 0.040 5
(B} t~1+3 t~t+11 t~t+5~t+11 t+12~ 1435

)

t
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3.5.4 Panel B
Panel A
1 1.201 3
1.128 0 ¢
N (2) 5%
1.5.11.35
2004 1 12 13
13
Panel A 13 4e.
Table 13 Star analyst and abnormal volume
(2)
M — ( Analyst-Period)
Panel A Panel B t N
t P
Panel A:
Panel A: Arithmetic mean
Star” group M=1 M=5 M=11 M=23
1.128 0*** 1.085 4 1.176 3% 1.082 0™
Nonstar
(32.14) (104.81) (87.31) (112.79)
S 1.201 37 1.090 9 *** 1.209 77 1.094 7%
St
dr (75.37) (42.57) (38.20) (45.03)
P value 0.017 4 0.093 7 0.000 1 0.165 2
Panel B:
Panel B: Market value-weighted mean
Star” group M=1 M =5 M =11 M =23
Nonsts 1.107 8*** 1.086 7*** 1.195 0*** 1.107 27
o (33.65) (90. 86) (92.77) (100.57)
S 1.116 0*** 1.115 9% 1.225 37 1.108 4***
tar
(49.21) (37.62) (37.86) (27.12)
P value 0.016 5 0.097 8 0.004 5 0.275 6
3.6 N t
(8)
Fama-MacBeth Ret;, = ay + B, Ret; ,(-12:-2) +
B, Ret; ( —36:=13) +p, Star!, +
) )
. Fama-MacBeth B, Starft* Ret, (- 12:-2) +
1) ) Bs Star! * Ret, ( -36:=13) +
2 .
Z y; Control}, + &, (8)
. J
2006 6 2013 Ret Control
12 (8) OLS ; Ret( —1: =1) ®_ LnSize LnBM. Pe—

Jegadeesh * .
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3
tersen Ret( —12: =2) 10%
Newey-West
(8) 1) Ret( —12: - . (4 Star”
2) 12) Ret( —36: —13) Ret( —36: —13)
1 3) Star”
i 4) Star” Ret
(-12: -2) (5)
' 5) Star”  Ret( -
8
36: —13) (8)
Panel B (8)
(8) Panel A
(1) Ret( —12: =2) Ret( -36: —13)
(2)
Fang 7 .
Stickel * . (3) Star”
14 N . Fama-MacBeth
Table 14 Fama-MacBeth regression results for star and non-star analysts momentum and reversal effect
Panel A:
Panel A: Star analysts
Dependent variable = Ret, ,
(1) (2) (3) (4) (5)
0.085 5** 0.098 37 0.097 47 0.099 27*** 0.099 0***
Intercept
(2.34) (2.77) (2.70) (2.70) (2.70)
0.083 7** 0.079 2** 0.044 5" 0.079 7** 0.043 7"
Ret( -12: -2)
(2.09) (2.00) (1.81) (2.16) (1.79)
-0.041 2" -0.039 6" -0.040 9" -0.0339" -0.0354"
Ret( —36: - 13)
(=1.77) ( -1.81) ( -1.85) ( -1.87) ( ~1.89)
Start 0.001 2" 0.001 0** 0.001 2" 0.001 0"
Sdtar
(1.74) (1.97) (1.69) (1.76)
. 0.044 2" 0.054 4"
Star"™*  Ret( —12: -2)
(1.66) (1.68)
-0.026 3** -0.026 6
Star®* Ret( —36: —13)
( -2.37) ( -2.64)
) -0.003 0** -0.003 6** -0.003 6** -0.003 7** -0.003 6**
LnSize
( -2.02) ( -2.42) ( -2.40) ( -2.44) ( -2.44)
0.001 8 0.002 0 0.002 2 0.002 1 0.002 2
LnBM
(0.63) (0.76) (0.75) (0.74) (0.75)
Ret( —1: 1) —0.045 4% —-0.041 3% —-0.041 77 —-0.041 2% —-0.041 5%
et( —1° —
( -3.30) ( -3.35) ( -3.41) ( =3.41) ( =3.41)
N 757.50 757.50 757.50 757.50 757. 50
Adj. R? 0.091 8 0.094 8 0.096 1 0.095 1 0.096 9
F-statistics 15.03 *** 13,357 11.77 % 11.63* 10. 49 ***

Newey-West



Panel B:
Panel B: Non-star analysts
Dependent variable = Ret; ,
(1) (2) (3) (4)
0. 108 4*** 0.109 8 *** 0.107 4% 0.108 8***
Intercept
(3.10) (3.13) (3.07) (3.10)
0.066 4** -0.003 7 0.065 8** -0.006 6
Ret( —12: -2)
(2.29) ( -0.06) (2.28) (-0.12)
-0.042 17 -0.044 4" -0.066 5 -0.068 6
Ret( -36: -13)
(-1.80) (-1.72) (-1.52) (-1.58)
0.000 6** -0.000 1 0.000 5° -0.000 1
NonStar”
(1.97) (-0.14) (1.89) (-0.27)
0.016 0™ 0.017 4**
NonStar™*  Ret( —12: =2)
(2.53) (2.52)
0.0123 0.012 4
NonStar"* Ret( —36: —13)
(1.25) (1.23)
. -0.004 1*** -0.004 1% -0.004 1*** -0.004 0***
LnSize
(-2.78) (-2.74) (-2.74) ( -2.70)
0.002 4 0.002 4 0.002 3 0.002 4
LnBM
(0.88) (0.91) (0.87) (0.90)
—-0.041 5% —0.041 8% -0.041 5% -0.041 9%
Ret( —1:-1)
(-3.41) (-3.44) (-3.41) (—3.45)
N 757.50 757.50 757.50 757.50
Adj. R? 0. 096 6 0. 098 4 0.097 6 0.099 5
F-statistics 13.38 7% 11.88*** 11.727%% 10.61***
Newey-West
2)
(8)
OLS
t
Newey-West
15
28LS 15
1) 2006 6 2013 12 2b
Star;, = a, + 0, expStar;, + 0, Volatility,, +

By Ret, (-12:=2) + B, Ret,,
(-36:-13) + Z v, Control]  +g,,

(9)
Control Ret( -1: -

1) .LnSize LnBM.
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15 N : 2SS Fama-MacBeth
Table 15 2SLS and Fama-MacBeth regression results for star analysts and momentum and reversal effect
Stage 2
Stage 1
(1) (2) (3) (4)
—6.929 7% 0.081 2" 0.079 6" 0.077 5" 0.075 1
Intercept
( -16.74) (1.78) (1.70) (1.67) (1.59)
0.158 0™
Expected analyst
(2.89)
—-10.214 47
wolatility
( -9.20)
6.900 4 0.041 9" 0.032 3" 0.046 3" 0.033 0"
Rei( —12: -2)
(9.12) (1.80) (1.67) (1.87) (1.70)
3.384 8 -0.046 8 -0.046 4 -0.039 5 -0.041 8"
Ret( -36: —13)
(5.68) ( -1.53) (-1.57) ( -1.59) ( -1.65)
Syar 0.002 4" 0.001 5" 0.002 5" 0.001 17
dtar
(1.95) (1.84) (1.87) (1.83)
) 0.007 0** 0.008 3**
Star™*  Ret( —12: =2)
(2.25) (2.28)
-0.011 2% -0.011 8"
Star"* Ret( —36: —13)
( -2.02) ( -1.84)
0.389 5*** -0.002 7" -0.002 7" -0.002 5" -0.002 4"
LnSize
( 19. 40) ( -1.80) (-1.72) (-1.92) ( -1.66)
—0.149 7*** 0.000 9 0.000 8 0.000 8 0.001 0
LnBM
(-4.22) (0.01) (0.08) (0. 20) (0.15)
0.385 6™ -0.0259" -0.026 3" -0.026 2" -0.026 2"
Ret( —1: - 1)
(3.02) ( -1.79) (-1.83) ( -1.80) (-1.82)
N 450. 19 450. 19 450. 19 450. 19 762. 31
Adj. R? 0.423 5 0. 108 2 0.109 5 0. 108 3 0.109 4
F-statistics 68.48 *** 10. 15 *** 9.04 7 8.91 8.99 ***
Newey-West
Hou
(1)
1(2) . R’
;(3)
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Star analyst coverage and stock price synchronicity: Empirical evidence
based on market overreaction

ZHOU Ming-shan' LIN Jing® XU Nian-hang’

1. School of Finance Southwestern University of Finance and Economics Chengdu 611130 China;
2. School of Economics Peking University Beijing 100871 China;

3. School of Business Renmin University of China Beijing 100872 China

Abstract: This paper studies how star analyst’ s following decreases stock price synchronicity and argues that
stars perform this function by inducing market over—reaction based on behavioral finance. The paper finds that
even if both star and non-star analysts have similar abilities ( as proxied by similar earnings forecast error)
star analyst” s coverage continues to be negatively related to synchronicity while non-star analyst” s coverage
does not. Secondly the average R” of firms followed by stars with the most accurate earnings forecasts is insig—
nificantly different from that followed by stars with the worst accurate earnings forecasts. These results suggest
that information is not the only mechanism through which stars lower price synchronicity. Finally stars cover—
age and bullish recommendation revision are positively related to short-term momentum mid-and long-term re—
versal and abnormal trading volume respectively. The above results are consistent with our hypothesis. Over—
all these findings help us understand the roles analysts played in emerging markets and the mechanism
through which stock price synchronicity is linked to analyst’ s coverage.

Key words: star analyst; market overreaction; stock price synchronicity
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Appendix 2 Definition of variables
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