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Return 20028 0.063 0.305 —-0.362 1.243
Vol 20028 0.092 0.061 0.013 0.268
CICSI 20028 39.331 5.082 30.830 48.217
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x5

FREESSRNEZRE

L (1) (2) (3) (4)
oA NCSKEW, DUVOL, NCSKEW, DUVOL,
HB, 0.069™" 0.067"" 0.066" 0.064™"
(6.71) (5.88) (5.18) (4.61)
Roa, —-0.013 -0.017
(-1.06) (-1.28)
Size, , 0.279™ 0.233"
(6.14) (4.68)
Lev,, 0.117 0.256
(0.72) (1.44)
Return, 0.016 0.119
(0.24) (1.62)
BM,, 1717 1.893
(14.98) (15.14)
Vol, —5.248™" —5.329""
(-21.11) (—19.64)
CICSI,, -0.124™ —-0.109™"
(-5.32) (—4.34)
Company FE YES YES YES YES
Time FE YES YES YES YES
Observations 20028 19314 20028 19314
R? 0.010 0.009 0.057 0.055
x6 NWIATNREZES A BREEXKE
AL (1) (2) (3) (4)
- NCSKEW, DUVOL, NCSKEW, DUVOL,
Bias, , 0.075™" 0.081" 0.090™" 0.097""
(9.33) (9.16) (8.18) (8.08)
Roa, 0.010 0.009
(0.67) (0.51)
Size, , 0.335™ 0.283"
(5.53) (4.27)
Lev,, 0.087 0.264
(0.41) (1.14)
Return, 0.185™ 0.347"
(2.21) (3.78)
BM,, 1.290™ 1.452""
(8.77) (9.07)
Vol —5.252"" —5.282""
(-16.98) (—15.66)
CICSI,, -0.118™ —0.116™
(-3.78) (—3.43)
Company FE YES YES YES YES
Time FE YES YES YES YES
Observations 20028 19488 20028 19488
R? 0.015 0.013 0.059 0.051
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Time FE YES YES YES YES
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R’ 0.016 0.014 0.060 0.058
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Control Variables YES YES YES YES YES
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Analyst Forecast Bias, Investors’ Heterogeneous Beliefs
and Stock Price Crash Risk

Jin Yonghong', Ji Peng', Wang Xiangrui’, Xi Yuqin®
(1. School of Finance and Business, Shanghai Normal University, Shanghai 200234, China;?2. School of
Business, East China University of Science and Technology, Shanghai 200237, China;3. School of
Management, Shanghai University of International Business and Economics, Shanghai 201620, China)

Summary: The existing literature has confirmed that analyst bias can exacerbate stock price crash
risk, but it is not clear how analyst bias affects stock price crash risk. Considering the impact of
information asymmetry and investors’ own differences, this paper argues that the increase of analyst
forecast bias will improve investors’ heterogeneous beliefs; under the condition of short selling
restriction, the improvement of investors’ heterogeneous beliefs will boost stock price to a higher level,
thus exacerbating stock price crash risk. Therefore, the impact of analyst forecast bias on stock price
crash risk is likely to be mediated by investors’ heterogeneous beliefs. To test this theoretical prediction,
this paper selects China’s A-share listed companies from 2008 to 2019 as research samples, constructs a
mediating effect model, and makes an empirical analysis to study the role of investors’ heterogeneous
beliefs in the impact of analyst forecast bias on stock price crash risk. The results show that:(1)Analyst
forecast bias has a positive impact on investors’ heterogeneous beliefs. The larger the analyst forecast
bias in the previous period, the greater the investors’ heterogeneous beliefs in the current period.
(2 )Investors’ heterogeneous beliefs can significantly enhance stock price crash risk. The increase of
investors’ heterogeneous beliefs will exacerbate stock price crash risk.(3)Analyst forecast bias will
improve investors’ heterogeneous beliefs, and then exacerbate stock price crash risk. Investors’
heterogeneous beliefs play a partial mediating role in the impact of analyst forecast bias on stock price
crash risk. This conclusion basically validates the above theoretical analysis.

The contributions of this paper mainly include two aspects: First, it constructs a complete impact
path and transmission mechanism. Although many scholars have studied the relationship between

analyst bias and stock price crash risk, they have not further analyzed the detailed mechanism. They
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often put the investor behavior outside the research framework. In this paper, analysts, investors and
stock prices of listed companies are included in the research framework at the same time. The impact
path starts with analyst forecast bias, mediates investors’ heterogeneous beliefs, and ends with stock
price crash risk. Second, it covers a number of market participants, and the research conclusion has
important practical significance. Listed companies should strive to improve information transparency,
decrease analyst bias, so as to reduce investors’ heterogeneous beliefs. It is one of the effective ways to
avoid the stock price crash. At the same time, it also has important reference significance for securities
industry practitioners, investors, regulatory authorities and the government to effectively realize and
prevent stock price crash risk.
Key words: analyst forecast bias; stock price crash risk; heterogeneous beliefs; mediating effects
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