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Business Group Structure and Analyst Forecast

MR & 4o 3 3

Abstract

This research aims to investigate the impact of business group structure
on forecast accuracy of analysts earnings. This study intends to collect
sample from Taiwan’s listed companies ranging from 2001 to 2007 and
expects that the more complex the structure between listed companies and
the business they belong to, the lower the accuracy of analysts forecast.
This study will further divide analysts into two groups: one is local
analysts group and the other is foreign analysts group. Since such two
groups have different understanding and judgment on business group
information, business group structure will different degree of influence
the accuracy of analyst earnings forecast. In this study, business group
structure is measured by three types of measurements. The first one
focuses on business group layer structure, including which layer a listed
company locates in a business group and how many layers the invested
subsidiaries form. This study expects that the more complex the layers a
business group has, the more difficult analysts can judge the information
for accurate earnings forecast. The second one focuses on ownership
structure in a business group. The ownership structure is classified as
three types, including wholly-own, majority joint venture and minority
joint venture. This study expects that the more complex the ownership
structure, the more difficult analysts can judge the information for
accurate earnings forecast. The last one focuses on investing locations of
member firms of business groups, including local and foreign locations.
Foreign location is further classified as China Mainland and non China
Mainland. This study expects that the higher proportion that member
firms of business groups invest in foreign countries, the lower the
accuracy of analysts’earnings forecast.



