


	ONLINE APPENDIX for “Sell-Side Analysts with Accounting Experience”

	Table OA1: Sample Construction

	This table illustrates the step-wise sample construction process. I/B/E/S data items are reported in upper-case letters, italics, and parentheses.

	
	Analyst-Firm Years
	Unique Analysts
	Unique Firms

	I/B/E/S Detail History – Detail File with Actuals (retrieved May 25, 2022).
	23,104,683
	22,211
	15,624

	Drop erroneous observations: forecast announcement date (ANNDATS) after actual announcement date (ANNDATS_ACT).
	23,057,717
	22,203
	15,623

	Require forecasts and actuals to be reported in USD.
	20,445,374
	19,678
	14,749

	Require the unique analyst identifier (ANALYS) to be non-zero.
	20,437,335
	19,677
	14,745

	Require firm identifiers (TICKER), forecasts (VALUE), and actuals (ACTUAL) to be non-missing.
	20,301,445
	19,613
	14,534

	Require forecasts to be annual.
	3,159,643
	19,056
	13,947

	Retain an analyst’s most recent forecast per day (i.e., latest ANNTIMS per ANNDATS).
	3,134,852
	19,056
	13,947

	Retain an analyst’s most recent forecast per year (i.e., latest ANNDATS per FPEDATS).
	835,156
	19,056
	13,947

	Drop observations with missing LinkedIn data.
	410,929
	6,989
	11,900

	Drop observations with missing current analyst controls, with missing lagged firm controls, and with missing proportional mean absolute forecast error (= Final sample).
	318,680
	6,480
	7,387




	Table OA2: Sample Selection

	This table reports analyst-firm-year-level summary statistics for firms covered by analysts that cannot be found on LinkedIn (Non-LinkedIn analysts) and for firms covered by analysts that can be found on LinkedIn (LinkedIn analysts). The latter represent our final sample. We require forecasts to be annual and retain only the most recent forecast per fiscal period end-date. A firm year is required to be followed by at least two analysts. Appendix Table A2 in the manuscript provides detailed variable definitions. All continuous variables are winsorized at the 1st and 99th percentiles.

	
	Non-LinkedIn Analysts
	
	LinkedIn Analysts

	
	N
	Mean
	SD
	
	N
	Mean
	SD

	Firm experience (years)
	311,454
	2.61
	3.40
	
	318,680
	2.74
	3.34

	General experience (years)
	311,454
	11.47
	6.41
	
	318,680
	11.78
	5.89

	Number of industries (number)
	311,454
	3.20
	2.23
	
	318,680
	3.28
	2.21

	Number of companies (number)
	311,454
	12.80
	7.46
	
	318,680
	13.29
	7.06

	Forecast timeliness (days)
	311,454
	130.72
	81.93
	
	318,680
	123.98
	76.49

	Firm size
	311,454
	7.93
	1.96
	
	318,680
	8.06
	1.90

	Book-to-market (%)
	311,454
	50.74
	38.55
	
	318,680
	50.31
	38.98

	Past return (%)
	311,454
	15.51
	64.63
	
	318,680
	13.62
	60.62

	Analyst following (number)
	311,454
	15.81
	10.09
	
	318,680
	16.22
	9.86

	Leverage (%)
	311,454
	22.49
	18.58
	
	318,680
	22.88
	18.99

	Intangibles (%)
	311,454
	15.53
	18.88
	
	318,680
	18.10
	20.43

	R&D (%)
	311,454
	3.81
	7.69
	
	318,680
	3.55
	7.19

	Return on assets (%)
	311,454
	2.23
	13.07
	
	318,680
	2.46
	12.52




	Table OA3: Forecast Properties

	This table reports coefficient estimates from OLS regressions of different forecast properties on analysts’ accounting expertise. The dependent variable in column (1), Forecast timeliness, is the number of days between the forecast and actual announcement. The dependent variable in column (2), Forecast boldness, is calculated following Pope and Wang (2023) as the absolute deviation of analyst i's EPS forecast for firm j from the average of those issued by all other analysts covering firm j. The dependent variable in column (3), Rec. optimism, is a categorical variable that takes values between -2 (“Sell”) and +2 (“Strong Buy”) so that larger values indicate more analyst optimism. The dependent variable in column (4), Rec. extremism, is an indicator variable that equals one for “Sell” or “Strong Buy” recommendations and zero otherwise. Larger values indicate that analysts issue more extreme recommendations. For all other variables, Appendix Table A2 in the manuscript provides detailed variable definitions. All specifications include broker, firm, and year fixed effects. We do not report coefficient estimates for the control variables for brevity. Standard errors are double-clustered at the analyst and year levels. P-values are reported in parentheses. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

	Dependent variable in t:
	Forecast timeliness
	Forecast boldness
	Rec.
optimism
	Rec.
extremism

	
	(1)
	(2)
	(3)
	(4)

	Accounting work experience
	-3.7327**
	-0.0116**
	-0.0420**
	-0.0164*

	
	(0.0312)
	(0.0283)
	(0.0450)
	(0.0978)

	Accounting knowledge
	2.0383***
	0.0040
	0.0056
	-0.0000

	
	(0.0026)
	(0.1836)
	(0.6468)
	(0.9963)

	F-test:
	-5.7710***
	-0.0156**
	-0.0477*
	-0.0163

	
	(0.0048)
	(0.0364)
	(0.0958)
	(0.2070)

	
	
	
	
	

	Analyst and firm controls
	Yes
	Yes
	Yes
	Yes

	Broker FE
	Yes
	Yes
	Yes
	Yes

	Firm FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Observations
	318,554
	317,638
	273,890
	273,890

	Adjusted R-squared
	7.78%
	59.29%
	21.67%
	35.18%




	Table OA4: Propensity-Score Matching

	This table reports coefficient estimates for re-estimating our forecast accuracy and sell recommendation profitability OLS regressions using a propensity-score matched sample. To implement propensity-score matching, we estimate a logit model using Accountant as the dependent variable and Firm experience, General experience, Number of industries, Number of companies, and Pre-analyst experience length as independent variables. We then use nearest neighbor matching within a caliper of 0.3 using the propensity score. The specification in column (3) excludes recommendations issued around earnings announcements. Appendix Table A2 in the manuscript provides detailed variable definitions. We do not report coefficient estimates for the control variables for brevity. Standard errors are double-clustered at the analyst and year levels. P-values are reported in parentheses. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

	Sample:
	
	Sell recommendations

	Dependent variable in t:
	PMAFE
	DGTW return
	CAR(0, 1)
	BHAR
(1, 30)
	BHAR
(1, 180)

	
	(1)
	(2)
	(3)
	(4)
	(5)

	Accounting work experience
	-0.0497**
	-0.0095***
	-0.0029**
	-0.0059*
	-0.0467***

	
	(0.0343)
	(0.0010)
	(0.0483)
	(0.0785)
	(0.0002)

	Accounting knowledge
	-0.0270
	0.0063**
	0.0010
	0.0027
	0.0067

	
	(0.1448)
	(0.0147)
	(0.3581)
	(0.2718)
	(0.4204)

	F-test:
	-0.0227
	-0.0158***
	-0.0038**
	-0.0086*
	-0.0534***

	
	(0.5180)
	(0.0009)
	(0.0334)
	(0.0921)
	(0.0018)

	Rec. change
	
	0.0092***
	0.0074***
	-0.0010
	-0.0113*

	
	
	(0.0000)
	(0.0000)
	(0.3989)
	(0.0678)

	Initiation
	
	-0.0001
	0.0026***
	-0.0002
	-0.0075

	
	
	(0.9599)
	(0.0050)
	(0.9169)
	(0.4860)

	
	
	
	
	
	

	Analyst and firm controls
	Yes
	Yes
	Yes
	Yes
	Yes

	Broker FE
	Yes
	No
	No
	No
	No

	Firm FE
	Yes
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	No
	No
	No
	No

	Rec. month FE
	No
	Yes
	Yes
	Yes
	Yes

	Observations
	91,813
	29,182
	28,588
	34,499
	34,499

	Adjusted R-squared
	13.81%
	19.58%
	21.85%
	13.36%
	14.57%




	Table OA5: Placebo Tests

	This table reports coefficient estimates for re-estimating our forecast accuracy and sell recommendation profitability OLS regressions. Instead of the indicator variable Auditor, which equals one if the analyst has public accounting work experience (i.e., worked in an audit-related position at an audit firm) and zero otherwise, we include the indicator variable Non-auditor. This variable equals one if the analyst worked in a non-audit-related position at an audit firm. The specification in column (3) excludes recommendations issued around earnings announcements. For all other variables, Appendix Table A2 in the manuscript provides detailed variable definitions. We do not report coefficient estimates for the control variables for brevity. Standard errors are double-clustered at the analyst and year levels. P-values are reported in parentheses. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

	Sample:
	
	Sell recommendations

	Dependent variable in t:
	PMAFE
	DGTW return
	CAR(0, 1)
	BHAR
(1, 30)
	BHAR
(1, 180)

	
	(1)
	(2)
	(3)
	(4)
	(5)

	Accounting work experience:
	
	
	
	
	

	   Non-auditor
	-0.0271
	-0.0033
	-0.0029**
	0.0008
	0.0128

	
	(0.2175)
	(0.1733)
	(0.0245)
	(0.7950)
	(0.2727)

	   Corporate accountant
	-0.0428
	0.0015
	-0.0003
	-0.0024
	-0.0464

	
	(0.3401)
	(0.7698)
	(0.9049)
	(0.6170)
	(0.1655)

	Accounting knowledge:
	
	
	
	
	

	   Accounting education
	-0.0036
	0.0080***
	0.0020**
	0.0052**
	0.0168*

	
	(0.8435)
	(0.0011)
	(0.0316)
	(0.0166)
	(0.0692)

	   CPA
	0.0306
	0.0043
	-0.0007
	-0.0074
	-0.0144

	
	(0.5237)
	(0.3394)
	(0.6868)
	(0.1708)
	(0.4492)

	Rec. change
	
	0.0110***
	0.0080***
	0.0000
	-0.0048

	
	
	(0.0000)
	(0.0000)
	(0.9754)
	(0.3256)

	Initiation
	
	0.0012
	0.0032***
	-0.0010
	-0.0052

	
	
	(0.4414)
	(0.0000)
	(0.5367)
	(0.5623)

	
	
	
	
	
	

	Analyst and firm controls
	Yes
	Yes
	Yes
	Yes
	Yes

	Broker FE
	Yes
	No
	No
	No
	No

	Firm FE
	Yes
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	No
	No
	No
	No

	Rec. month FE
	No
	Yes
	Yes
	Yes
	Yes

	Observations
	306,558
	98,593
	96,032
	115,567
	115,573

	Adjusted R-squared
	12.53%
	16.08%
	19.29%
	9.23%
	11.58%




	Table OA6: Monitoring Analyses – Firm-Year Level

	This table replicates Table 6 of the manuscript with two main differences. First, we follow Yu (2008) and Bradley et al. (2017b) and use residual analyst following (estimated separately for former auditors, corporate accountants, analysts with university education in accounting, CPAs, and other analysts) as our main proxy for analyst following. Residual analyst following is defined as the component of analyst following uncorrelated with cash flow volatility, external financing, firm size, return on assets, and total assets growth. Second, the unit of observation is a firm year, where all analyst characteristics are averaged across analysts covering the firm during that year. Appendix Table A2 provides detailed variable definitions. In columns (1) and (2) of Panels B and C, we exclude firms that are never subject to a restatement or litigation. All regressions use OLS (i.e., linear probability models for columns (1) and (2)) and include firm and year fixed effects. We do not report coefficient estimates for the control variables for brevity. Standard errors are clustered at the firm level. P-values are reported in parentheses. ***, **, and * indicate statistical significance at the 1%, 5%, and 10% levels, respectively.

	Panel A: Accounting Background Following

	Dependent variable in t:
	Restatement
	Litigation
	Discretionary accruals
	C-score

	
	(1)
	(2)
	(3)
	(4)

	Accounting work experience following
	-0.0132**
	0.0020
	-0.0015***
	0.2445***

	
	(0.0458)
	(0.8022)
	(0.0044)
	(0.0011)

	Accounting knowledge following
	-0.0021
	0.0009
	-0.0003*
	0.1437***

	
	(0.3699)
	(0.7488)
	(0.0525)
	(0.0000)

	F-test:
	-0.0112
	0.00112
	-0.00116**
	0.101

	
	0.137
	0.905
	0.0454
	0.243

	Other analysts following
	-0.0006
	0.0038**
	-0.0005***
	0.0656***

	
	(0.7123)
	(0.0230)
	(0.0003)
	(0.0000)

	
	
	
	
	

	Averaged Analyst and firm controls
	Yes
	Yes
	Yes
	Yes

	Firm FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Observations
	9,527
	5,238
	42,743
	39,700

	Adjusted R-squared
	35.00%
	12.27%
	19.81%
	19.67%



	Panel B: Accounting Background Following Decomposed

	Dependent variable in t:
	Restatement
	Litigation
	Discretionary accruals
	C-score

	
	(1)
	(2)
	(3)
	(4)

	Accounting work experience following:
	
	
	
	

	   Auditor following
	-0.0203***
	0.0019
	-0.0016***
	0.2398***

	
	(0.0029)
	(0.8203)
	(0.0069)
	(0.0043)

	   Corporate accountant following
	0.0020
	-0.0699*
	-0.0002
	-0.3744*

	
	(0.9636)
	(0.0655)
	(0.9341)
	(0.0858)

	Accounting knowledge following:
	
	
	
	

	   Accounting education following
	-0.0027
	0.0007
	-0.0003*
	0.1295***

	
	(0.2739)
	(0.8119)
	(0.0584)
	(0.0000)

	   CPA following:
	0.0182*
	0.0116
	-0.0009
	0.4188***

	
	(0.0649)
	(0.3704)
	(0.2577)
	(0.0002)

	Other analysts following
	-0.0006
	0.0040**
	-0.0005***
	0.0727***

	
	(0.6983)
	(0.0166)
	(0.0001)
	(0.0000)

	
	
	
	
	

	Averaged Analyst and firm controls
	Yes
	Yes
	Yes
	Yes

	Firm FE
	Yes
	Yes
	Yes
	Yes

	Year FE
	Yes
	Yes
	Yes
	Yes

	Observations
	9,527
	5,238
	42,743
	39,700

	Adjusted R-squared
	35.03%
	12.39%
	19.81%
	19.73%

	Table OA7: List of Accounting Words

	This table provides the list of accounting words used to calculate the number of accounting words spoken by an analyst during a firm’s quarterly earnings conference call. The accounting words are identified by manually classifying words from the Loughran and McDonald master dictionary, available at https://sraf.nd.edu/loughranmcdonald-master-dictionary/.

	ACCOUNT
	CASH
	EXPENDITURE
	MULTIPLES
	REPORTED

	ACCOUNTANT
	CASHFLOW
	EXPENDITURES
	NET
	REPORTING

	ACCOUNTANTS
	CASHFLOW
	EXPENSE
	NETTING
	REPORTS

	ACCOUNTED
	CASHFLOWS
	EXPENSED
	NOMINAL
	RESERVES

	ACCOUNTING
	CASHFLOWS
	EXPENSES
	NONACCRUAL
	RESTATE

	ACCOUNTINGS
	CHARGED
	EXTRAORDINARY
	NONACCRUALS
	RESTATE

	ACCOUNTS
	CHARGES
	FAS
	NONAMORTIZATION
	RESTATED

	ACCRETION
	COGS
	FILED
	NONCASH
	RESTATEMENT

	ACCRUAL
	CONCERN
	FILING
	NONCONTROLLING
	RESTATEMENTS

	ACCRUALS
	CONDENSED
	FILINGS
	NONFINANCIAL
	RESTATES

	ACCRUE
	CONSOLIDATE
	FINANCIALS
	NONMARKETABLE
	RETIREMENT

	ACCRUED
	CONSOLIDATED
	FISCAL
	NONPENSION
	RETIREMENTS

	ACCRUES
	CONSOLIDATING
	FLOW
	NONRECURRING
	REVENUE

	ACCRUING
	CONTINGENCY
	FLOWS
	NONTAXABLE
	REVENUES

	ACCUMULATED
	CONTINGENT
	FOOTNOTES
	OBLIGATIONS
	SEC

	ACTUARIAL
	CONTRIBUTION
	FORECASTING
	OFFSETTING
	SHEET

	ALLOWANCE
	CONTRIBUTIONS
	FORMA
	OUTFLOW
	SHEETS

	ALLOWANCES
	CONTROLLER
	FORWARDLOOKING
	OUTFLOWS
	STANDARDS

	AMORTIZATION
	COST
	GAIN
	OUTSTANDING
	STATEMENT

	AMORTIZATIONS
	COSTS
	GAINS
	OVERESTIMATE
	STATEMENTS

	AMORTIZE
	CUMULATIVE
	GOODWILL
	PAYABLE
	SURPLUS

	AMORTIZED
	DEBIT
	GOVERNANCE
	PAYABLES
	TANGIBLE

	AMORTIZES
	DEDUCTED
	GROSS
	PENSION
	TAX

	ANALYST
	DEDUCTIBLE
	IMPAIR
	PENSIONS
	TAXABILITY

	ANALYSTS
	DEDUCTION
	IMPAIRED
	PERIODIC
	TAXABLE

	ANNOUNCEMENT
	DEDUCTIONS
	IMPAIRMENT
	POOLING
	TAXATION

	ANNOUNCEMENTS
	DEFER
	IMPAIRMENTS
	POSTRETIREMENT
	TAXED

	ASSET
	DEFERRAL
	INCOME
	PREPAID
	TAXES

	ASSETS
	DEFERRALS
	INCOMES
	PRETAX
	TAXING

	ASSURANCE
	DEFERRED
	INCUR
	PROFIT
	TRANSACTIONS

	AUDIT
	DELINQUENCY
	INCURRED
	PROFITABILITY
	TREASURY

	AUDITED
	DELINQUENT
	INDEMNIFIABLE
	PROFITABLE
	UNACCRUED

	AUDITING
	DEPLETION
	INDEMNIFICATIONS
	PROFITS
	UNAMORTIZED

	AUDITOR
	DEPOSIT
	INDEMNIFIES
	PROFORMA
	UNAUDITED

	AUDITORS
	DEPRECIATE
	INDEMNITEES
	PROVISION
	UNCERTAINTIES

	AUDITS
	DEPRECIATED
	INDEMNITOR
	PROVISIONS
	UNCERTAINTY

	BALANCE
	DEPRECIATES
	INFLOW
	QUALIFIED
	UNCOLLECTIBLE

	BALANCES
	DEPRECIATION
	INFLOWS
	QUARTERLY
	UNCOLLECTIBLES

	BANKRUPTCIES
	DISCLOSED
	INTANGIBLE
	RATIO
	UNCONSOLIDATED

	BOOK
	DISCLOSURE
	INTANGIBLES
	RATIOS
	UNDEPRECIATED

	BOOKKEEPING
	DISCLOSURES
	LEASES
	RECEIPTS
	UNDERESTIMATED

	BOOKS
	DISCOUNT
	LIABILITIES
	RECEIVABLE
	UNDISCOUNTED

	CAPITALIZATIONS
	DISCOUNTED
	LIABILITY
	RECEIVABLES
	UNEARNED

	CARRYBACK
	DISCRETION
	LOSS
	RECLASSIFICATIONS
	UNMARKETABLE

	CARRYBACKS
	DISCRETIONARY
	LOSSES
	RECOGNITION
	UNREALIZED

	CARRYFORWARD
	DOUBTFUL
	LUMP
	RECOGNIZE
	UNRELEASED

	CARRYFORWARDS
	EARNING
	MARGIN
	RECONCILIATION
	VALUATION

	CARRYFOWARD
	EARNINGS
	MARGINS
	RECOVERABILITY
	VALUATIONS

	CARRYFOWARDS
	ESTIMATE
	MARKETABLE
	RECOVERIES
	VALUE

	CARRYING
	ESTIMATED
	MATERIAL
	RECURRING
	VIE

	CARRYOVER
	ESTIMATES
	MATERIALLY
	RELEASEES
	WITHHOLDINGS

	CARRYOVERS
	EXCISE
	MINORITY
	REPORTABLE
	 






