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ABSTRACT

Managers frequently disclose their private, forward-looking information about the firm future growth on the earnings conference calls. Forward-looking disclosure is often viewed as informative but sometimes misleading. For firms that practice conservative financial reporting, the stronger verification standards to recognize unrealized gains than losses require managers to implicitly commit to disclosing unverifiable information more truthfully. We hypothesize and find that when firms have both characteristics forward-looking disclosing and conservative financial reporting, managers provide more of truthful private information to the market, improving the firm information environment. These firms have reduced bid-ask spreads, improved analyst forecast accuracy, and decreased forecast dispersion. Further, the joint effects of forward-looking disclosure and accounting conservatism on firm information environment are observed stronger in firms with higher R&D investments, more growth options, and higher institutional ownership. We also find that managers of conservative firms provide more qualitative, positive-toned forward-looking statements that are non-earnings related and non-financial disclosure. 
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When is Managerial Forward-Looking Voluntary Disclosure Credible 
to Analysts and Investors?


“…managers’ private information consists primarily of forward-looking expectations that are costly (perhaps infinitely) to independently verify…”         - Ball, Jayaraman, Shivakumar (2012)


1. Introduction
To meet the market information demand for the past and future firm performance, managers frequently use quarterly earnings conference calls to disclose their private, forward-looking information to analysts and investors (Graham et al. 2005; Matsumoto et al. 2011; Brown et al. 2015; Bushee et al. 2018; Bushee and Huang 2019). In this paper, we test the hypothesis that forward-looking statements are informative and credible to the market when the firm is also practicing conservative financial reporting. The basic idea is that managers are encouraged to be more truthful and forward-looking, when they are aware of their disclosure of private information subsequently will be verified with higher standards to recognize unrealized gains than losses. Firms practicing conservative reporting thus disclose more of their timely, forward-looking information, although that is not directly verifiable stand-alone but complementing verifiable, conservatively reported accounting earnings. 
We examine whether the joint effects of accounting conservatism and forward-looking statements disclosed by managers during earnings conference calls improve analysts’ and investors’ information sets. We also examine whether verifiable, conservatively reported earnings are complements or substitutes to unverifiable managerial forward-looking information. We find evidence that conservative firms provide more positive, qualitative non-earnings related, and non-financial forward-looking information in their calls. 
Our results are consistent with the notion that conservative reporting enhances the information value of managerial forward-looking voluntary disclosure. In other words, the signals of managers’ private information in the calls are complements, not substitutes.
Managers have a great opportunity to disclose their private, unverifiable forward-looking information to investors in earnings conference calls (Graham et al. 2005; Brown et al. 2015; Bushee and Huang 2019). Virtually, almost all (99%) the managers make at least one forward-looking statement during conference calls. As noted by Ball, Jayaraman, and Shivakumar (2012), “managers’ private information consists primarily of forward-looking expectations that are not independently verifiable…” (Ball et al. 2012, 139). When managers strategically cast their private information in a more positive light (e.g., Huang, Teoh, and Zhang 2014; Tan, Wang, and Zhou 2014), regulators and investors have expressed concerns about whether managers’ forward-looking voluntary disclosures are reliable (Securities and Exchange Commission 2003; Asay and Hales 2018). Managers appear to have incentives to make forward-looking projections about the firm future performance which may or may not eventually happen (Asay and Hales 2018). This raises the concern to protect investors’ interests, because false or inaccurate forward-looking statements can effectively mislead investors’ judgment about the firm valuation, especially when such misleading information is intentionally issued by managers and unverifiable in nature (Asay and Hales 2018).[footnoteRef:1]   [1:  As anecdotal evidence, SEC Commissioner Kara Stein speaks to the Council of Institutional Investors, in which she articulated the need for improved disclosures in terms of what has been deferred or delayed because of the debate about whether and where forward-looking information should be disclosed, available at www.sec.gov/News/Speech/Detail/Speech/1370541764008. See “Remarks to the Council of Institutional Investors” (8 May 2014) by Kara M Stein.   ] 


While incorporating unverifiable expectational information into conservatively reported earnings can decrease the reliability of the financial statements, we argue that conservatism enhances the quantity of credible forward-looking, timely private information disclosed by managers by impacting their commitment to truthful disclosure. Accounting conservatism helps to mitigate the concerns of non-verifiable or imprecise managerial private information (LaFond and Watts 2008). The expectation of more conservative ex post accounting practice disciplines managers to be truthful ex ante in their private information disclosure. By requiring a stronger verification for recognizing unrealized gains than losses, conservative reporting demands a commitment to disclosing unverifiable information more truthfully (LaFond and Watts 2008; Ball, Jayaraman and Shivakumar 2012). Thus, our first prediction is that forward-looking statements in earnings conference calls and accounting conservatism jointly improve firm information environment. 
Although accounting conservatism reduces information asymmetry between managers and outside market participants (e.g., LaFond and Watts 2008), a high-quality information environment also requires greater informativeness in managerial disclosures. Our second research question is an open question – does conservative reporting increase or decrease the quantity or contents of forward-looking disclosure managers communicates in the conference calls? On one hand, when managers of conservative firms commit to truthfully disclosing their private information ex ante and improve the firm information environment, they are more likely to disclosure more credible forward-looking, timelier private information in the calls. 


On the other hand, if conservative reporting and management private information are substitutes to each other, managers of the firms that practice conservative reporting are less likely to provide their private forward-looking information, since conservatism may substitute for the role of management forecasts of the future earnings in reducing information asymmetry (e.g., Hui et al. 2009). 
We test our hypotheses by employing quarterly earnings conference calls between 2007 and 2016. We follow Bozanic et al. (2018) and Li (2010) in using keyword-based textual analysis to identify forward-looking statements in the transcripts of the conference calls. To capture improved information sets for analysts and investors, we employ the three proxies that are commonly used in prior research: changes in bid-ask spread and changes in analyst forecast accuracy as well as dispersion. We find that firms characterized by the combination of forward-looking disclosures on the calls and accounting conservatism exhibit smaller bid-ask spread, analyst forecast errors, and dispersion, consistent with managers of those firms providing private information to the market. 
These results cannot be explained by past performance, litigation risk, earnings surprises, the news contents in the conference calls, mangers’ tone of the calls, or their willingness to provide quantitative guidance or not. Our results are robust to several alternative measures of accounting conservatism. In additional analyses, we also find that our comparative statistics show that the joint effects of forward-looking disclosures and accounting conservatism is stronger for firms with more R&D investments, higher growth options, and greater institutional ownership.  To explore the causality between forward-looking disclosure and accounting conservatism, we use the Granger causality test following the panel vector auto regression methodology developed by Holtz-Eakin et al. (1998). 
We find that higher conservatism Granger causes more forward-looking disclosure but not vice- visa. Further, we explore by classifying forward-looking statements along the four dimensions: whether the statements are using positive- or negative-tone, whether or not the statements are quantitative, whether the statements refer explicitly to earnings (e.g., using such terms as “earnings” or “profits”), and whether or not the statements are financially related. We find a negative relation between conservatism and negative- toned, forward-looking disclosure, consistent with prior research by Hui et al. (2009) who find that conservatism can have a substitute effect for management earnings forecasts. However, we find the opposite for positive- toned forward-looking disclosure. That is, managers provide more of their private, forward-looking good news about the firm future growth to analysts and investors when conservatism is higher. In addition, we find that higher conservatism is associated with increased forward-looking statements that are non-quantitative, non-earnings related, and non-financial related. 
This increased disclosure would be overlooked in the typical disclosure study that uses quantitative earnings forecasts as a proxy for overall voluntary disclosure (e.g. Hui et al. 2009). Thus, the confirmation role conservatism plays may affect managerial voluntary disclosure strategy by allowing managers to disclose more credible, forward-looking information to the market participants.
This paper contributes to the literature by studying the effect of accounting conservatism and managerial voluntary disclosure on corporate information environment (e.g., Tucker and Zarowin 2006; LaFond and Watts 2008; Li 2008; Louis et al. 2008). Prior studies argue that information asymmetry engenders accounting conservatism (LaFond and Watts 2008). However, the prior literature finds that conservatism does not necessarily improve the information environment for outside market participants (Li 2008; Louis et al. 2008; Tucker and Zarowin 2006). In this paper, we argue that accounting conservatism mitigates the non-verifiable concerns in managerial disclosure of forward-looking information, which increases the informativeness of managerial voluntary disclosure. We show that the joint effects of accounting conservatism and forward-looking disclosure are the key to improve the firm information environment. 
Second, we show the complementarity between conservative reporting and voluntary disclosure. While substitutability implies that the usefulness of conservatism depends on its stand-alone value in reducing information asymmetry between managers and the market, complementarity implies that the role of conservatism plays determines the usefulness of other information and the firm total information environment (see Ball et al. 2012). In addition, the classification of forward-looking information along with tone, quantitative/non-quantitative, earnings/non-earnings, and financial/non-financial dimensions allow us to more precisely capture how managers make the disclosure choices the way they do.   
The remainder of the paper is organized as follows. Section 2 describes the theories and hypotheses development, Section 3 outlines our research design, and Section 4 reports our main empirical results. Section 5 concludes the paper.

2. Prior Literature and Hypothesis Development
2.1 Accounting Conservatism, Information Asymmetry, and Information Environment
Prior research suggests that accounting conservatism has informational benefits to reduce information asymmetry between managers and the market (LaFond and Watts 2008). This is because conservative reporting imposes stronger verification requirements for the recognition of unrealized gains than unrealized losses, which increases the timeliness of the loss versus gain recognition (Basu 1997). 
[bookmark: _GoBack]LaFond and Watts (2008) argue that managers can derive personal benefits at the expense of shareholders by overstating financial performance, and thus inflating firm stock prices. Recognizing that stock prices may be inflated and that they have an information disadvantage relative to managers, investors lower their bid prices for shares to generate a higher return from their equity investment. Conservatism mitigates this cost of information asymmetry because it requires higher verification standards for recognizing gains, which curb managers’ propensity to overstate unverifiable gains, and lower verification standards for losses, which curb managers’ reluctance to report less verifiable losses (LaFond and Watts 2008).
 Thus, higher accounting conservatism leads to harder information than would be produced by reporting practices that impose the same verification standard for both gains and losses. Consistent with the argument by LaFond and Watts (2008), prior literature finds that higher conservatism results in lower information asymmetry and stock return volatility, evidenced by a significant negative association between conservatism and the cost of equity capital (Garcia Lara, Osma, and Penalva 2014).  Although accounting conservatism mitigates information asymmetry (LaFond and Watts 2008), it does not necessarily improve the firm information environment for market participants. This is because when information asymmetry is lower, a higher-quality information environment also demands greater informativeness in managerial disclosure. The informativeness in managerial disclosure should increase information precision (i.e. smaller analyst forecast error) and lower information uncertainty (i.e. smaller analyst forecast dispersion). 



Prior research on whether accounting conservatism improves analyst forecast accuracy or lowers forecast dispersion provides mixed evidence. For example, Li (2008) finds that conservatism increases analyst forecast accuracy. In contrast, other studies find analyst forecasts are less accurate and more dispersed for conservative firms, suggesting that analysts do not fully anticipate the effects of accounting conservatism in their forecasts (Pae and Thornton 2010; Louis et al. 2014; Li 2019). Louis et al. (2014) argue that conservatism reduces GAAP earnings persistence and informativeness (Collins and Kothari 1989; Tucker and Zarowin 2006), makes income smoothing more difficult, and therefore makes forecasting GAAP earnings more difficult for analysts. Similarly, Pae and Thornton (2010) and Li (2019) find that analysts do not properly adjust for conservatism in their forecasts of future earnings. These authors find a negative relation between conservatism and analysts’ earnings forecast accuracy and dispersion, supporting that conservative reporting decrease information precision for analysts and worsens the firm information environment (Pae and Thornton 2010; Louis et al. 2014; Li 2019). 

2.2 Hypothesis Development 
Earnings conference calls provide managers an opportunity to communicate their private forward-looking information to the market. Compared to other communication channels, earnings conference calls are simultaneous and interactive timely communication between managers and market participants (Matsumoto et al. 2011; Brown et al. 2015; Jung et al. 2017; Bushee and Huang 2019). Matsumoto et al. (2011), who study earnings conference calls and note that “the lack of earnings guidance when performance is poor is not due to a lack of future-oriented discussion” (Matsumoto et al. 2011, 29). 

While prior research indicates that managers might be reluctant to disclose forward-looking information considering its inherent uncertainty (Penman 1980; Rogers and Stocken 2005), but if they do, forward-looking disclosures are especially relevant for valuation and forecasting, as they provide information directly applicable to investors’ and analysts’ valuation models (Li 2010; Muslu, Radhakrishnan, Subramanyam, and Lim 2015; Bozanic et al. 2018). Therefore, managers making confident and optimistic projections that have the potential to increase their stock prices and liquidity face a trade-off between these potential benefits and costs (such as potential accountability or litigation) that may arise, if actual results vary from those unattained projections. 
Prior studies find that managers are more likely to provide their private forward-looking information about firm future performance when they expect prosperous growth (Bushee and Huang 2019) and when they expect the future uncertainty to be lower (Bozanic et al. 2018). Although federal securities laws provide shareholders the ability to take legal action against managers who abuse the discretion of forward-looking disclosure (e.g., Cazier et al. 2020), managers have significant discretion over the extent, content, and language of their forward-looking disclosures through earnings conference calls. This raises the concern of investor interest protection because inaccurate forward-looking statements can effectively mislead investors’ judgment about the firm future valuation, especially when misleading information is intentionally issued by managers and is unverifiable (Asay and Hales 2018; SEC 2013). 
Firms applying more conservative reporting mitigate the non-verifiable concerns related to the forward-looking statements in their conference calls. Financial reporting based on highly verifiable information demands managers to implicitly contract or commit to truthfully disclosing unverifiable information (Ball, Jayaraman and Shivakumar 2012). 
By its nature, conservative accounting provides verifiable, “hard” information that can be used as a benchmark for evaluating the credibility of alternative sources of unverifiable, “soft” information, such as forward-looking projections about firm future growth (LaFond and Watts 2008; Ball et al. 2012). The availability of this hard information disciplines managers’ voluntary disclosures through ex-post accountability for their own voluntary disclosures (Ball 2001; Ball et al. 2012).  Thus, the expectation that unrealized gains (losses) are subject to higher (lower) verification requirement serves to discipline managers to make more informative and truthful disclosure about the future. As a result, we expect that the confirmation role provided by the joint effects from conservative accounting and forward-looking projections increases the credibility and informativeness of managerial private information from managers to outside market participants. This leads to our first hypothesis: 
Hypothesis 1: Firms that disclose forward-looking information in earnings conference calls and are practicing conservative reporting improve firm information environment.  



We argue because the level of conservatism in a given firm at a given point in time is largely determined by regulatory and other factors outside of the mangers’ control, such as accounting standards (Lawrence, Sloan, and Sun 2013), and pressures from contracting parties (Roychowdhury and Martin 2013) such as debt holders (e.g., Nikolaev 2010), corporate suppliers and customers (Hui, Klasa, and Yeung 2012), and institutional investors (Ramalingegowda and Yu 2012). As most of these factors have little control by managers themselves, a more plausible scenario is that firms, rather than incumbent managers, choose a high level of conservative reporting. 
Thus, the level of accounting conservatism in a given firm at a given point in time can be viewed as largely exogenous, consistent with prior research such as Hsu et al. (2017).[footnoteRef:2] For a given level of accounting conservatism, managers could decide whether they want to convey or conceal their private information about the firm future performance. This raises the question of whether conservative reporting increase or decrease managerial forward-looking information on the conference calls.  [2:  See “Endogeneity” in Section 4 for further discussion. ] 

 	On one hand, the forward-looking information and higher conservatism help analysts make more accurate and less dispersed forecasts and reduce the information asymmetry between the managers and the market participants. Assuming managers are aware of such a benefit from their credible disclosure in the past, the confirmation benefit from higher conservative reporting would incentive managers to disclose more forward-looking information in the calls.  
	One the other hand, since one benefit from the reduction in information asymmetry associated with voluntary disclosure, is a reduction in the firm’s cost of capital (Lev and Penman,1990), conservative accounting may substitute for managers’ incentives to provide future-oriented information to reduce information asymmetry. This is because conservatism reduces the extent of information asymmetry by increasing the speed with which negative information is revealed in the earnings numbers (LaFond and Watts 2008). Consistent with the argument, Hui et al. (2009) find a negative association between conservative accounting and management earnings forecasts. These results suggest that conservatism may substitute for the role of management forecasts in reducing information asymmetry between managers and outside market participants. Therefore, we explore the impact of accounting conservatism on forward-looking disclosure as an open question. 
 Hypothesis 2: Conservative reporting does not impact managerial forward-looking information disclosure on the conference calls. 

3. Research Design 

3.1 Measures of Accounting Conservatism 
We use four different firm- and year-specific measures of conservatism (CONSER) following the prior studies (Hsu et al. 2017; Ettredge et al. 2016; Donovan, Frankel, and Martin 2015; Zhang 2008). First, we employ the sensitivity of earnings to bad news relative to the sensitivity of earnings to good news, as CONSER_B. This measure is derived from Basu’s (1997) asymmetric timeliness regression:
Xi = 1 +  2Di +  3Ri +  4DiRi + εi	                                          			(1)
In Equation (1), Xi is net income before extraordinary items for firm i, scaled by the lagged market value of equity; Ri is the firm i market-adjusted compound stock return over the 12-month period ending at the fiscal year end; and Di is a dichotomous variable defined as one if Ri is negative, and as zero otherwise. Coefficient 3 is the slope coefficient for positive Ri (the sensitivity of earnings to good news). The slope coefficient for negative Ri (the sensitivity of earnings to bad news) is 3 + 4, and 4 is the differential slope for bad versus good economic news. Earnings are reported conservatively if net income is more sensitive to bad news than to good news, that is, if  4 is positive. Basu (1997) defines the sensitivity of earnings to bad news, relative to the sensitivity of earnings to good news, as (3 + 4)/3. We estimate model (1) for each sample firm individually using as many (with a minimum of seven) years of time-series data as are available up to the current year following Ettredge et al. (2016). 

Second, we obtain negative non-operating accruals (CONSER_NOA) (e.g., Givoly and Hayn 2000; Krishnan and Visvanathan 2008; Hsu et al. 2017). CONSER_NOA is measured as non-operating accruals divided by the average total assets, which is then averaged over a three-year period (ending in the current year) and multiplied by ‒1. Our third measure is the ratio of current earnings shocks to earnings news, as CONSER_CSH, following Callen, Segal, and Hope (2010).  Current earnings shocks and earnings news are estimated based on a parsimonious vector autoregressive (VAR) model, with three variables consisting of the log of stock returns, log of 1 plus return on equity, and log of book-to-market ratio (Callen et al. 2010). 
Last, we use the principal component analysis on the above three individual measures of conservatism as a composite measure, CONSER_PCA. The main advantage of a composite measure is that it provides a better overall assessment of the firm’s level of accounting conservatism, which is determined by several features of its reporting system (see e.g., Givoly, Hayn, and Natarajan 2007; Hsu et al. 2017). Higher values of the conservatism measures represent greater conservatism. Unlike some of the prior studies (e.g., Francis and Martin 2010; Ramalingegowda and Yu 2012), we do not adopt the Basu (1997)’s multiple-way interaction model in our regressions, because, in this study, the multiple-way interactions among the negative return indicator, stock returns, forward-looking statements, R&D investments, and growth options would generate multi-collinearity problems. [footnoteRef:3]   [3:  Although prior literature has raised concerns about the bias in the Basu (1997) measure (see, e.g., Dietrich, Muller, and Riedl 2007; Givoly et al. 2007; Patatoukas and Thomas 2011, 2016), these studies are countered by evidence that Basu’s coefficient is useful in detecting variations in conservatism in settings where theory suggests conservatism does exist (Ettredge et al. 2012; Ball et al. 2013).] 







3.2 Regression Models 

	To investigate whether the interactive effect of forward-looking disclosures in conference calls and accounting conservatism leads to a higher-quality information environment, we estimate the following regressions: 
INFO_ENVN = β0 + β1FWDLOOK + β2CONSER + β3FWDLOOK × CONSER 
+ ∑βiCONTROLS + Firm Fixed Effects + ε                                  	(2)	 

where INFO_ENVN = ∆SPREAD, ∆AFERROR, ∆AFDISP. 
The three measures of information environment capture the changes in different aspects of the information environment from before to after the earnings conference calls: information asymmetry, precision, and uncertainty. The average bid-ask spread captures the extent to which some investors are better informed than others, which is an important dimension of the information environment (Kyle 1985). Firms with more informative managerial disclosures tend to have smaller analyst forecast errors and narrower forecast dispersion (Gilson, Healy, Noe, and Palepu 2001Bryan and Tiras 2007; Peterson, Schmardebeck, and Wilks 2015). A lower magnitude of ∆SPREAD, ∆AFERROR, or ∆AFDISP indicates an improvement in the firm information environment. 
To identify forward-looking statements disclosed during the earnings conference calls, we follow Bozanic et al. (2008) and Li (2010) to compute the proportion of sentences containing forward-looking statements in the presentation and in the responses to analysts’ questions during the call, respectively. Specifically, we classify the sentences in the conference call as forward-looking sentences if they include at least one forward-looking terms based on the dictionary of Li (2010) and Bozanic et al. (2018), and zero otherwise. 

We then capture forward-looking statements in the management presentation, as FWDLOOK (Present), and in the managerial responses to analyst questions in the Q&A sections, as FWDLOOK(Response), respectively.[footnoteRef:4] We construct our sample using conference call transcripts from SeekingAlpha.com. We begin the sample in 2006 when conference calls become well-populated on SeekingAlpha.com and conclude in 2016. [4:  Almost all of (99%) the conference calls include at least one forward-looking statement in the conference call, as more details are discussed in Section 4. ] 

The variable CONSER is one of the four conservatism measures discussed previously. We use the first principle component of the FWDLOOK(Present) and FWDLOOK(Response) and combine them into a single variable as FWDLOOK. Our variable of interest is FWDLOOK × CONSER. H1 predicts the coefficient of FWDLOOK × CONSER, β3 in Equation (2) to be negative, suggesting that firms with higher conservatism that disclose forward-looking information in conference calls improve their information environment. 
As for CONTROLS in Equation (2), we first include the factors and variables that are known to be correlated with accounting conservatism (Lang and Lundholm 1996; Ryan 2006; Chung and Wynn 2008; Khan and Watts 2009; Kross, Ro, and Suk 2011; Heflin, Hsu, and Jin 2015; Ettredge et al. 2016; Basu and Liang 2019). Specifically, we include firm size, market-to-book ratio, leverage ratio, firm age (Ryan 2006; Khan and Watts 2009), investment cycle (Khan and Watts 2009), analyst following (Lang and Lundholm 1996; Heflin, Hsu, and Jin 2015), and litigation risk (Chung and Wynn 2008; Khan and Watts 2009; Basu and Liang 2019). Firm size (SIZE) is equal to the natural log of the market value of equity. Market-to-book ratio (MTB) is the market value of equity divided by the book value of equity at the beginning of the fiscal year. 

Leverage ratio (LEV) is equal to the book value of debt divided by the book value of total assets. Firm age (FIRMAGE) is the number of years the firm has been present in CRSP. Investment cycle (INVCYC) is measured as depreciation expense divided by the total assets. We control for analyst following (AFN) as proxies for firms’ external monitoring (Lang and Lundholm 1996; Ramalingegowda and Yu 2012). Litigation risk (LITIG) is the probability of a securities class action lawsuit estimated based on Kim and Skinner (2012) recommended model (see e.g., Kross, Ro, and Suk 2011). Firms with higher ex-ante litigation risk are associated with higher accounting conservatism (Chung and Wynn 2008; Ettredge et al. 2016; Basu and Liang 2019). 
We also include controls for earnings surprise and other characteristics related to the disclosures in earnings conference calls (Cornell and Landsman 1989; Bowen et al. 2002; Bushee, Core, Guay, and Hamm 2010; Kross, Ro, and Suk 2011; Matsumoto et al. 2011; Kross and Suk 2012). Specifically, we include unexpected earnings surprise, change in EPS from the prior year, the bad news indicator (Kross, Ro, and Suk 2011; Kross and Suk 2012), the fourth quarter indicator (Kross, Ro, and Suk 2011; Kross and Suk 2012), and the 3-day overall market reactions to the conference call. The unexpected earnings surprise (UESURP) measures the earnings news revealed in the earnings announcements. We define UESURP as the difference between the actual EPS and the most recent median consensus analyst forecast prior to the call, scaled by beginning-of-quarter price (Kross, Ro, and Suk 2011; Kross and Suk 2012). 
The lagged quarterly change in EPS from the prior year (∆LEPS) is the change in earnings per share at the beginning of the quarter (EPSq-1 – EPSq–5), scaled by q-5 quarter price. The variable 4thQTR is an indicator variable that equals one if the earnings announcement is for the fourth quarter and zero otherwise.
 We expect that the bid-ask spread to be smaller for the fourth quarter of a fiscal year, because Cornell and Landsman (1989) show that managers provide more information to analysts and investors in the fourth quarter than during interim quarters. The stock return reaction (CAR) to the conference call is the cumulative abnormal return for the three-day window [-1, 1] surrounding the conference call, capturing the overall extend how the conference calls are “newsworthy” to the market (Bowen et al. 2002; Bushee, Core, Guay, and Hamm 2010; Matsumoto et al. 2011).
Finally, we include controls for other textual attributes in the conference calls, managers’ willingness to guide the market, and analysts’ responsiveness to the calls (Zhang 2008; Loughran and McDonald 2011; Billings, Jennings, and Lev 2015; Bushee and Huang 2019). Specifically, we capture the tone of the call using the number of positive and negative words in the presentation and response parts of the call — POSTONE(Present), POSTONE(Response), NEGTONE(Present), and NEGTONE(Response), following Loughran and McDonald (2011). We include an indicator variable that equals one if management guidance (GUIDANCE) is provided on the same day as the conference call following Bushee and Huang (2019). 
This is because Billings, Jennings, and Lev (2015) report that over 80% of management forecasts are bundled with the earnings announcement. Further, we include an indicator variable that equals one if analysts are responsive (RESPONSIVE) to the information disclosed in the conference calls (Zhang 2008). To control for potential unobservable omitted variables related to firm fixed characteristics, all regressions are estimated with firm fixed effects. To remove the effects of outliers, all continuous variables are winsorized at 1% in either tail of the distribution. 

To explore the question of whether conservative reporting increases or decreases the forward-looking disclosure in the conference calls (H2), we estimate the following regression: 
FWDLOOK = β0 + β1 CONSER + ∑βiCONTROLS + Firm Fixed Effects + ε        (3)                       	 
where FWDLOOK represents the forward-looking disclosure (e.g., “company expects” or “firm projects”) in the conference calls. We explore how the different types of forward-looking disclosure are related to conservative reporting.  First, we classify each forward-looking statement based on the positive- (POS_FWLs) or negative- (NEG_FWLs) tone of the statements, following Loughran and McDonald (2011). A forward-looking statement is identified as positive- (negative-) tone if it includes one of the positive- (negative-) tone words in the Loughran and McDonald’s (2011) dictionary. The complete list of forward-looking and each category is presented in our Online Appendix. 
	Next, we classify each forward-looking statement as either quantitative (QNT_FWLs) or non-quantitative (NQT_FWLs). We follow an approach similar to Bozanic et al. (2018) and Huang et al. (2014). A sentence is identified as quantitative if it includes a quantitative term such as “thousands”, or “millions”, or numbers followed by scale abbreviations such as “5M”, or “10B”. A sentence is also classified as quantitative if it includes a U.S. currency or “$”, or use of percentage (or “%”). A forward-looking statement that does not contain at least one of the quantitative terms is classified as a non-quantitative, or qualitative forward-looking statement. 
	Prior studies find that managers make more non-earnings related statements in the earnings releases (e.g. Bozanic et al. 2018). Conference calls are typically held immediately (within a few hours) after the earnings release is issued. Earnings releases also typically include information on how to access the conference call. Managers make the presentation of the call and issue earnings release in a presumably consistent pattern (e.g., Bushee et al. 2018; Bushee et al. 2020). 
Thus, we classify each forward-looking statement as either earnings-related (ERN_FWLs) or non-earnings related (NRN_FWLs), using search words commonly used by researchers who have manually collected earnings forecasts from sources like Dow Jones News Retrieval Service (Jennings 1987; Skinner 1994; Bozanic et al. 2018). A forward-looking statement is identified as earnings-related if it includes the words such as “EPS”, “income”, “loss”, or “profit”, following Bozanic et al. (2018). The non-earnings related forward-looking statement is defined as a sentence containing a forward-looking term (e.g., “company expects” or “firm projects”) that do not contain an earnings term (e.g., “income” or “profit”). 
	We also classify each forward-looking statement as either financial (FIN_FWLs) or non-financial (NFN_FWLs).  Matsumoto, Pronk, and Roelofsen (2011) claim that: “Since the typical earnings release focuses on financial, backward-looking information, it is likely that nonfinancial, future-oriented disclosures are incrementally informative to the market.” However, the authors do not examine financial versus non-financial forward-looking statements due to their data constraints.[footnoteRef:5] We contribute by comparing financial forward-looking and non-financial forward-looking statements in this paper. A financial forward-looking statement is identified as a sentence containing a forward-looking term (e.g., “company expects” or “firm projects”) and a financial term, following Matsumoto et al. (2011)’s Appendix. A forward-looking statement that does not contain at least one financial term is classified as a non-financial forward-looking statement.   [5:  See Matsumoto et al. (2011, p1408): “… because of the way the data are computed, we are unable to cross the two attributes—that is, we cannot measure the extent of financial backward-looking information versus financial forward-looking information.”] 




 
 
4. Empirical Results 

To use textual analysis to capture forward-looking statements in earnings conference calls, we obtain the conference call data from SeekingAlpha.com over 2006 - 2016. Our sample includes all the available U.S. public companies with complete conference call transcripts, analyst and management forecasts from I/B/E/S, stock price data from CRSP, and financial statement data from Compustat. Our final sample contains 21,110 firm-quarter observations to estimate Equation (2). 
Table 1 reports descriptive statistics for the variables used in our main analysis. Consistent with previous studies on forward-looking disclosure in conference calls (e.g., Bushee and Huang 2019), we find that managers use more forward-looking statements when they make presentations during conference calls than when they respond to analysts’ questions. The average proportion of forward-looking statements in conference call presentation and managers’ responses to analysts is 19.65% and 6.67%, respectively. Virtually, all of (99%) the conference calls include at least one forward-looking statement (untabulated). In contrast, only 43% of managers in our observations issue at least a quantitative management forecast at the conference call date. Thus, forward-looking information is far more pervasive than what is captured by quantitative management forecasts, consistent with Bozanic et al. (2018). 






4.1 Regression Results for H1
4.1.1 Regression Results for H1
To test H1, we estimate Equation (2) using pooled OLS regressions. We correct standard errors for correlation across observations by clustering on both firm and date of conference calls, following Bushee and Huang (2019) and Bushee, Gow, and Taylor (2018). We rank all of the independent variables into deciles and scale them to range from 0 to 1, which allows us to easily compare the relative economic significance of each variable. Each coefficient represents the difference in the dependent variable between the top and bottom decile of the respective independent variable. According to prior studies, this specification has the added advantage of being robust to outliers (Bhushan 1994; Bartov et al. 2000; Truong and Corrado 2014; Bushee et al. 2018; Huang et al. 2018; Huang 2019).
  Table 2 presents the regression results in estimating the relation between ∆SPREAD and the interaction between CONSER and FWDLOOK. Our results show that the interaction terms between CONSER and FWDLOOK are negative and significant at the 5 percent level or better (in Columns (1) – (4), respectively). The results indicate that firms with more conservative reporting and also providing forward-looking information during the calls are related to a decrease in bid-ask spreads, suggesting a reduced information asymmetry for firm information environment. The joint effects of FWDLOOK and CONSER are also economically significant. For example, an increase in FWDLOOK × CONSER_PCA by one unit implies a decrease in the differential SPREAD between the top and bottom decile of 2.2 percent (0.0024 * (10 - 1) =2.2 percent). The coefficient on CONSER_PCA alone is negative and marginally significant, indicating that higher conservatism mitigates information asymmetry, supporting LaFond and Watts (2008). 
Putting together, the above results suggest that firms providing forward-looking information during their earnings conference calls and practicing conservative accounting generate a higher-quality information environment, consistent with H1. 
Table 3 reports the results of estimating Equation (2) estimating the relation ∆AFERROR and the interaction between CONSER and FWDLOOK. In all specifications, the impact of the joint effects on analyst forecast errors, as captured by the coefficient of FWDLOOK × CONSER, is negative and significant. These results indicate a smaller average analyst forecast error for firms practicing higher conservatism and providing more forward-looking information to market participants in their conference calls. 
Table 4 reports the results of estimating Equation (2) using ∆AFDISP as the third measure for the firm information environment. We find that the coefficients of FWDLOOK × CONSER are negative and significant at the 5 percent level or better, suggesting a reduced analyst forecast dispersion for firms with higher joint effects of accounting conservatism and providing forward-looking information. The joint effects of FWDLOOK and CONSER are also economically significant. For example, an increase in FWDLOOK × CONSER_PCA by one unit leads to a decrease in the differential AFDISP between the top and bottom decile of by 6.6 percent. 
Overall, the results in Table 2‒4 show that managers providing more forward-looking information about their firms that practices conservative accounting is associated with smaller bid-ask spreads and more accurate and less dispersed analyst forecasts. Thus, the confirmation role provided by the joint effects from conservatism and forward-looking information increases mangers’ timely private information to the market, leading to reduced information uncertainty and improved firm information environment. 
We also investigate which part of the managerial forward-looking disclosure drives the observed results, presentation in the call, or answers to analysts’ questions. Therefore, we split FWDLOOK into the presentation versus response components and estimate the relation between change in SPREAD and the interaction between each component and conservatism separately (untabulated). We find that while both the interaction items are associated with a reduced SPREAD, the coefficient for the interaction between managerial responses and conservatism is more pronounced, consistent with managers’ providing more private, truthful information about the firm future performance in their responses to analysts’ questions during the Q&As. 

4.1.2 Endogeneity 
Thus far, we observe a strong association between the interaction of managerial forward-looking disclosure in earnings conference calls and accounting conservatism with the improved firm information environment. Further, we investigate the potential impact of two types of endogeneity: reverse causality and omitted variables. In our setting, reverse causality would imply that firms with superior information environments choose to make more forward-looking projections and to report more conservative accounting numbers. The omitted variable concern is that our results with respect to improved firm information environment can be explained by an omitted variable correlated with accounting conservatism that is amplifying the effect of forward-looking information on the information environment. We address these concerns below.








Reverse Causality 

To mitigate the potential concern that firms with pre-existing superior information environment select to provide more forward-looking information through the conference calls and choose more conservative reporting (i.e., reverse causality), we perform the following analysis. We control for lagged firm information environment in order to tease out a time-series relationship between past information environment and current forward-looking information and a time-series relationship between past and future information environment (Ball and Watts 1972; Finger 1994). Lag_INFO_ENVN is the lagged formation of INFO_ENVN, using the first principle component of the averaged value of our variables SPREAD, AFERROR, and AFDISP 90 days prior to the earnings conference calls. We find that our results (untabulated) remain unchanged. 

Correlated Omitted Variables 

The primary goal of our study is not to examine the direct effect of conservative reporting on any of the information environment outcomes, but rather to investigate the interaction effect: how conservative reporting affects the marginal benefit from forward-looking disclosure through earnings conference calls for firm information environment. In this setting, one possible concern is that there exists some omitted variable correlated with conservative reporting that amplifies the effect of forward-looking disclosure on the firm information environment (i.e., a correlated omitted variable). Note that, to control for potential unobservable correlated omitted variables related to firm fixed characteristics, we include firm fixed effects in all of our regressions. 
To explore this potential concern, we further control for several interactions terms of our control variables with forward-looking disclosure, including firm size, growth opportunities, and leverage ratio (Khan and Watts 2009), firm age and investment cycle (Khan and Watts 2009; Ball et al. 2013) and litigation risk (Chung and Wynn 2008; Basu and Liang 2019). 
These control variables are known to be correlated with accounting conservatism and, therefore, help us rule out the above-mentioned alternative explanation. These results are tabulated in Table 5. We find that the three out of the six additional interaction items are marginally significant. Our main results remain unchanged. We conclude that our results are not affected by these common factors correlated with conservatism to amplify the effect of forward-looking disclosure. 
4.2 Regression Results for H2
4.2.1 Granger Causality for the Relation between Forward-looking Disclosure and Conservatism 
Prior studies examine the relation between earnings attributes and voluntary disclosure (Lennox and Park 2006; Gong et al. 2009; Call et al. 2014). Many of these studies investigate how the earnings attributes impact the issuance of management earnings forecasts. For example, Lennox and Park (2006) find that higher market sensitivity to earnings is related to a higher likelihood of management earnings forecasts. While earnings attributes influence management guidance behavior, it is possible that earnings quality can also impact earnings guidance practices (Call et al. 2014). For example, Call et al. (2014) document that issuing short-term management forecasts is associated with higher earnings quality. Thus, we explore the causality between forward-looking disclosure and conservative reporting by using Granger lead-lag test in our setting. We follow prior research (e.g. Grinstein and Michaely 2005; Chang and Zhang 2015; Koo et al. 2017) and employ the panel vector auto regression (PVAR) methodology developed by Holtz-Eakin et al. (1998). For the Granger causality test, we estimate the following equation:
FWDLOOKjt = β0 + β1CONSERjt-1 + + β2CONSERjt-2 + β3FWDLOOKjt-1 + β4FWDLOOKjt-2 + ∑βiCONTROLS + Firm Fixed Effects + εjt                                     	(4)


CONSERjt = ꬶ0 + ꬶ1CONSERjt-1 + + ꬶ2CONSERjt-2 + ꬶ3FWDLOOKjt-1 + ꬶ4FWDLOOKjt-2   
+ ∑βiCONTROLS + Firm Fixed Effects + εjt 				(5)

 	Table 6 Column (1) reports the regression results of estimating Equation (4). The Granger causality test isolates the incremental effects lagged conservatism level on forward-looking disclosure after controlling for potential effects of lagged disclosure on conservatism. We find that the coefficient on CONSERjt-1 is positive. More importantly, Granger (1969) proposes a test for causality that involves conducting F-test to investigate whether lagged information of one variable, X, (i.e., conservatism) provides any statistically significant information about a second variable, Y., (i.e., forward-looking disclosure). If yes, then X (i.e., conservatism) Granger causes Y (forward-looking disclosure). We perform the Granger test by calculating F-statistics and find that the sum of the coefficients on CONSERjt-1 and CONSERjt-2 is also significantly positive. These results indicate that conservatism Granger causes more forward-looking disclosure. 
Column (2) reports the results of estimating Equation (5). The coefficient on FWDLOOKjt-1 and FWDLOOKjt-2 are both insignificant, while the sum of the two coefficients is also insignificant. These results indicate that F-statistics fails to reject the null hypothesis of FWDLOOKjt-1 = 0 when the dependent variable is the level of conservatism. These results provide no evidence that forward-looking disclosure Granger cause conservative reporting, which corroborates the findings of prior research that the level of conservatism is largely determined by regulatory requirements and other factors outside of managers’ direct control (e.g, Lawrence et al. 2013; Roychowdhury and Martin 2013; Hsu et al. 2017). 

4.2.2 Regression Results for H2
Our findings that higher conservatism leads to more forward-looking disclosure raise the question of what types of forward-looking disclosure is increased, or what other types of forward-looking disclosure potentially decreased. 
We predict that the confirmation role by conservatism may affect managerial voluntary disclosure strategy by allowing managers to disclose more their private forward-looking information to the market participants. To explore this prediction, we estimate Equation (3) for the four types of forward-looking disclosure that prior studies find informative to the market (e.g. Bushee and Huang 2019; Bozanic et al. 2018; Matsumoto et al. 2011), including (1) positive- (POS_FWLs) versus negative- (NEG_FWLs) tone forward-looking statements, (2) quantitative (QNT_FWLs) versus non-quantitative (NQT_FWLs) forward-looking statements, (3) earnings-related (ERN_FWLs) versus non-earnings related (NRN_FWLs) ones, and (4) financial (FIN_FWLs) versus non-financial (NFN_FWLs) forward-looking disclosure. Whether conservatism increases or decreases a certain type of forward-looking statements remains an open question. 
In Panel A of Table 7, we show our regression results where the dependent variable is the percentage of positive- or negative-tone forward-looking statements in the managerial presentation and answers’ to analysts’ questions in the calls on average for the year. We again winsorize the top and bottom 1 percent of all variables and include firm fixed effect in our analysis. The coefficient on conservatism (CONSER_PCA) is significantly positive in Column (1). This result suggests that when the firms have a more conservative reporting policy, their managers tend to disclose more positive-tone, forward-looking statements in the calls. This finding is consistent with recent research (e.g. Bushee and Huang 2019) and the survey evidence from the executives (Graham et al. 2005) that managers use the conference calls to communicate their private information about the firm future growth. We also find in Column (2), the coefficient on CONSER_PCA is significantly negative in estimating negative-tone forward-looking statements, which suggests that conservatism is associated with reduced forward-looking statements containing negative-tone words. 
This result is consistent with Hui et al. (2009) who find a negative association between conservatism and management forecasts. Because conservatism decreases the expected benefit of issuing a management forecast, conservatism may have a substitute effect for management forecasts (Hui et al. 2009). However, Hui et al. (2009) only examine quantitative management earnings forecasts. Managers can deliver their private information to the market without issuing quantitative earnings forecasts (Bozanic et al. 2018; Graham et al. 2005). Our results suggest that managers may reduce bad news forecast-like disclosure by using fewer negative-tone forward-looking statements, but they increase their good news disclosure by using more positive-tone prospective sentences to deliver their private information about the firm future growth. These results are consistent with findings by Li (2010) who examines forward-looking statements in the MD&A section of SEC filings and finds that the tone of forward-looking statements is informative about future performance. 
In Panel B of Table 7, we present our results in estimating the impact of conservative accounting on non-quantitative (NQT_FWLs) versus quantitative forward-looking (QNT_FWLs) disclosure. We find that the coefficient on conservatism is significantly positive for non-quantitative regression but insignificant for quantitative disclosure. These results indicate that higher conservatism is associated with an increase in non-quantitative forward-looking statements and is indifferent in managerial quantitative disclosure. These results are consistent with the findings by Bozanic et al. (2018) that managers frequently use qualitative, forecast-like disclosure in their earnings announcement without issuing quantitative earnings forecasts. 



We perform a similar analysis for earnings-related (ERN_FWLs) versus non-earnings related (NRN_FWLs) forward-looking statements. We report our results in Panel C of Table 7. We find that higher conservatism promotes more non-earnings related forward-looking disclosure, but indifferent to earning-related statements, as evidenced by the significantly positive coefficient on conservatism in Column (1) and insignificant coefficient in Column (2). These results are consistent with Lu and Tucker (2012) examining the issuance of forward-looking statements about earnings, capital expenditures, and strategic plans and they find that firms tend to withhold earnings guidance (i.e., a summary output metric) but substitute capital expenditure and strategic plan guidance (i.e., input metrics over which they have more control) in its place. 
Lastly, we present our results in estimating the impact of accounting conservatism on non-financial (NFN_FWLs) versus financial forward-looking (FIN_FWLs) disclosure. Our results are reported in Panel D of Table 7. We find that higher conservatism encourages managers to discuss more non-financial prospective disclosure but does not impact financial forward-looking disclosure. Overall, we find that conservative accounting impact managers’ voluntary disclosure strategy by promoting more positive-tone, non-quantitative, non-earnings related, and non-financial forward-looking statements. These results are consistent with Matsumoto et al. (2011) that these non-financial, future-oriented disclosure conveys managers’ private information about the firm future growth and therefore, significantly informative to the market. 





4.3 Additional Analyses  
The joint effect of accounting conservatism and forward-looking statements are likely to vary with the demand for managerial private information and for accounting conservatism as part of verification standards. While investors are likely to demand more managerial informative disclosure for firm R&D investments and for firms with higher growth options, it is more difficult for outside parties to assess or verify the credibility of those discourses, when the future outcomes involve high uncertainty (Smith and Watts 1992). Chan et al. (2001) document that relative to capital investments, R&D investments have greater uncertainty about future benefits. As a result, firms usually face higher costs of external funding from investors for R&D investments than for other investments (see, e.g. Hall and Lerner 2010). 
Further, when firms have a larger proportion of firm value attributable to growth options, the future cash flows of growth options are inherently uncertain and unverifiable. Thus, it is more difficult for outside investors to access managers’ actions and a full set of growth options from which managers choose (Smith and Watts 1992). Thus, we predict that the joint benefits of managerial forward-looking disclosure in earnings conference calls (which facilitates managerial private information) and conservative reporting (which enhances verifiability) are likely to be greater among firms with higher R&D investments and more growth options.  
In addition, prior research documents that individual investors are generally small unsophisticated investors, who trade primarily for reasons unrelated to information (e.g., liquidity or rank speculation) (Odean, 1999; Barber and Odean 2008; Barber et al. 2009). In contrast, institutional investors are both more sophisticated and more critical “price-setters” in capital markets (e.g., Chan and Lakonishok, 1995; Walther, 1997; Sias et al., 2006). 
Thus, if conservative reporting and forward-looking projections provide information confirmation benefits, institutional investors are more likely to understand and value such benefits better than unsophisticated investors (Ramalingegowd and Yu 2012). Consistent with this view, Ramalingegowd and Yu (2012) indicate that institutional investors are more likely to demand higher conservatism from managers. We predict that the joint benefits of conservative reporting and forward-looking disclosure are likely to be greater among firms with higher institutional ownership.  
To test these predictions, we re-estimate Equation (2) for the subsamples based on the level of R&D investments (R&D), firm growth options, and institutional ownership (INST_OWN), respectively. We use Tobin’s Q (Tobin Q) to measure firms’ growth options. Consistent with Gompers et al. (2003), Tobin’s Q is computed as the ratio of the market value of total assets to book value of total assets, where the market value of the asset is the book value of assets plus the market value of the common stock, less the sum of the book value of common stock and balance sheet deferred taxes. Higher values of R&D, Tobin Q, and INST_OWN imply greater R&D investments, growth options, and higher institutional ownership, respectively. We partition the sample into quartiles based on R&D, Tobin Q, or INST_OWN, and compare estimation results between the top and bottom quartiles. 

4.3.1 The Role of R&D Investments  
Panel A of Table 8 presents the estimation results conditional on the level of R&D investments. We focus on firm-specific CONSER_PCA in our remaining analysis because the firm-specific CONSER_PCA, as a composite measure, provides a better overall assessment of the firm’s level of accounting conservatism than individual measures (Givoly et al. 2007). 
Each year, we group firms within the top (bottom) quantile into a “high” (“low”) sub-sample to identify firms with more R&D investments. For firms’ information environment, we form a composite measure, ∆INFO_ENVN, using the first principle component of our variables ∆SPREAD, ∆AFERROR, and ∆AFDISP. In Table 6, Panel A, we re-estimate Equation (2) by partitioning our sample into quartiles based on R&D investments (R&D).
We find that the coefficient of the interaction term between FWDLOOK and CONSER is negative and significant for the firms in the ‘‘High R&D’’ group (firms with R&D value in the top 25 percent of the distribution). However, the coefficient on the interaction term between FWDLOOK and CONSER becomes smaller, although still significant, in the ‘‘Low R&D’’ group (firms with R&D in the bottom 25 percent of the distribution). The difference in the coefficients of the interaction term between the high- and low- groups is statically significant at less than 5 percent. The conclusion in our H2a results is largely similar, when we use the three individual conservatism measures in our analysis instead of the composite one (the only exception is that when we use CONSER_NOA as our proxy, the difference in coefficients on FWDLOOK × CONSER is insignificant between the two groups, although the magnitude of the coefficient is still greater in the “High R&D” group).

4.3.2 The Role of Growth Options  
Panel B of Table 8 presents the estimation results for the cross-sectional test conditional on the level of growth options (H2b). We re-estimate Equation (2) by partitioning our sample into quartiles based on firm Tobin’s Q (TobinQ). We find that the coefficient on FWDLOOK x CONSER is negative and significant for the ‘‘High TobinQ’’ subsample. 
However, the coefficient on FWDLOOK x CONSER is marginally significant for the ‘‘Low TobinQ’’ subsample, indicating that the joint benefits of conservative reporting and forward-looking information is related to improved information environment only in firms with more growth options. Further, the difference in coefficients on the interaction term between the two groups is significant at less than 10 percent. Untabulated results show that when we use the three individual accounting conservatism measures, our H2b results are largely similar (the only exception is that when we use CONSER_B, the difference in coefficients on FWDLOOK × CONSER is insignificant between the two subsamples, although the coefficient is significant only in the ‘‘High TobinQ’’ subsample). 

4.3.3 The Role of Institutional Ownership  
Panel C of Table 8 presents the estimation results for the cross-sectional test conditional on the level of institutional ownership (INST_OWN). While prior studies find that small unsophisticated investors primarily trade for the reasons unrelated to information (Odean, 1999; Barber and Odean, 2000, 2008; Barber et al., 2009), we expect that institutional investors are more likely to understand and value the information confirmation benefits. Consistent with this prediction, we find that the coefficient on FWDLOOK × CONSER is negative and significant for the ‘‘High INST_OWN’’ subsample, but insignificant for the “Low INST_OWN” subsample. The difference in coefficients on the interaction term between the two groups is significant at less than 1 percent. H2c results are largely similar, when we use the three individual conservatism measures in our analysis instead of the composite one.

In summary, the results reported in Table 8 are consistent with the prediction that the joint effect of forward-looking information and conservative reporting on the information environment is stronger among firms operating with higher R&D investments, facing more growth options, and owned by greater proportions of institutional investors. The above results comport with the intuition that the provision of managerial forward-looking information and verification of this private information are both particularly valuable in firms having uncertain R&D investments and growth options, and in those owned by a larger proportion of institutional investors are better positioned to value the information benefits.   

5. Conclusions

In this paper, we investigate the joint effects of accounting conservatism and managerial forward-looking disclosure through earnings conference calls on the firm information environment. We predict and find that conservative accounting and voluntary disclosure of managers’ private information are complementary mechanism for communicating with the market participants, not substitutes. Managers are more likely to communicate their private, forward-looking information about the firm future growth to the market through earnings conference calls, but such information is non-verifiable in nature. Because accounting conservatism requires a stronger verification for recognizing unrealized gains than losses, conservative accounting numbers based on highly verifiable information demand managers to commit to disclosing unverifiable information more truthfully and precisely. As a result, this allows managers to credibly disclose their private information although that is not directly verifiable, alleviating the problem that private information disclosure as a stand-alone mechanism is uninformative (Crawford and Sobel 1982; Ball et al. 2012). 
Conservative reporting and forward-looking information have a joint positive effect on the firm information environment. Further, the value of the confirmation role created by the joint effects of the two characteristics should be greater for firms that operate with higher R&D investments and more growth options and those owned by more institutional investors. 
Our empirical results are consistent with theoretical predictions. We find that firms simultaneously characterized by more conservative reporting and providing forward-looking disclosures exhibit better information environment, as measured by smaller bid-ask spreads and more accurate and less dispersed analyst forecasts. In additional analyses, we find that the joint effects of forward-looking disclosure and accounting conservatism on firm information environment is stronger among firms facing uncertainty for their higher R&D investments and growth options and those with greater institutional ownership. 
We also show that the firm’s commitment to more conservative reporting Granger causes more forward-looking information in their voluntary disclosure. Firms with greater conservatism provide more positive- toned, qualitative non-earnings related, and non-financial forward-looking information in their calls, while managers in these firms reduce negative- toned forward-looking disclosure when communicating with the analysts and investors. Our results are consistent with the notion that conservative reporting enhances the information value of managerial forward-looking voluntary disclosure. In other words, the signals of managers’ private information in the calls are complements, not substitutes. 
This paper contributes to our understanding of the information confirmation role by accounting conservatism, and of the joint effect of managerial forward-looking disclosure and accounting conservatism on the firm information environment. 
The timeliness of financial statement information through conservative reporting does not correspond with the timeliness with which analysts and investors become informed about the firm future growth. Although incorporating unverifiable expectational information into conservatively reported accounting earnings can decrease the reliability of the financial statements, conservatism enhances the quantity of credible forward-looking, timely private information disclosed by managers by impacting their ability to credibility commit to truthfulness (see Ball et al. 2012). These forward-looking statements are overlooked in prior studies (e.g., Hui et al. 2009; Bozanic et al. 2018), because the increased disclosure consists of primarily non-quantitative, non-earnings related, and non-financial and positive- toned prospective statements. 
Our paper provides new evidence consistent with Ball et al. (2012) that verifiable information via financial statements and non-verifiable managerial timely private information through other media are complements, not substitutes. We believe that the application of the textual analysis to the study of managerial disclosure and related information environment charts a promising avenue for future research.
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APPENDIX
Variable Definitions

	Variable
	 
	Definition

	Dependent and Interest Variables

	ΔSPREAD
	=
	The change in average relative bid–ask spread, scaled by the midpoint of the bid–ask spread from 30 days before to 30 days after the managers' conference calls, multiply by 100 for readability. 

	ΔAFERROR
	=
	The change in analysts' forecast error, measured as measured by (ABS(Actual EPS -AFCpost)/beginning-of quarter price) - (ABS(Actual -AFCpre)/beginning-of quarter price), where AFCpost (AFCpre is the median consensus analyst forecast issued within 30 days after (before) the managers' conference calls, multiply by 100 for readability. Actual EPS is the IBES actual. 

	ΔAFDISP
	=
	Change in analyst forecast dispersion, defined as the difference in standard deviation of analyst annual earnings forecasts. It is measured by (STD(AFCpost) - STD(AFCpre))/beginning-of quarter price, where AFCpost (AFCpre) is the standard deviation of individual analyst forecasts issued within 30 days after (before) the managers' conference calls.

	FWDLOOK(Present)
	=
	The proportion of sentences containing forward-looking statements in the presentation of the call. I classify sentences in the call as forward-looking sentences if they include at least one forward-looking term, following Li (2010) and Bozanic et al. (2018). 

	FWDLOOK(Response)
	=
	The proportion of sentences containing forward-looking statements in the response of the call. 

	FWDLOOK
	=
	A composite forward looking measure based on the principal component analysis on the FWDLOOK(Present) and FWDLOOK(Response).

	CONSER_B
	=
	The estimate of ( 3 +  4)/ 3, from the firm-specific earnings-returns regression Xi = 1 +  2Di +  3Ri +  4DiRi + εi (Basu, 1997), where Xi is net income before extraordinary items (Compustat “ib”) for firm i, scaled by lagged market value of equity; Ri is firm i’s market-adjusted compound stock return over the 12-month period ending at the fiscal year end; and Di is a dichotomous variable defined as one if Ri is negative, and as zero otherwise. We estimate the model for each sample firm individually using as many (with a minimum of seven) years of time-series data as are available up to the current year.  

	CONSER_NOA
	=
	Non-operating accruals divided by the average total assets, which is then averaged over a three-year period and multiplied by ‒1. 

	CONSER_CSH
	=
	The ratio of current earnings shocks to earnings news developed by Callen et al. (2010). Current earnings shocks and earnings news are estimated based on a parsimonious vector autoregressive (VAR) model with three state variables consisting of log of stock returns, log of 1 plus return on equity, and log of book-to-market ratio.

	CONSER_PCA
	=
	A composite conservatism measure based on the principal component analysis on the above three individual measures of accounting conservatism.

	R&D
	=
	Research and development expenditure divided by total assets at the end of year prior to the conference call. 

	TobinQ
	=
	Market value of assets divided by the book value of assets, where the market value of assets is computed as the book value of assets plus the market value of equity less the sum of the book value of equity and balance sheet deferred taxes, at the end of year prior to the conference call. 

	INST_OWN
	=
	The percentage of institutional ownership at the beginning of the fiscal year end, prior to the conference call disclosure. 


	Independent and Control Variables

	SIZE
	=
	The natural log value of the market value of equity at the end of the year prior to the conference call. 

	MTB
	=
	The market value of equity divided by book value of equity at the end of year prior to the conference call. 

	LEV
	=
	Leverage ratio, the book value of short term and long term debt divided by the book value of total assets at the end of year prior to the conference call. 

	FIRMAGE
	=
	The natural log value of the firm’s age at the end of year prior to the conference call, measured as the number of years a firm has been listed on CRSP.

	INVCYC
	=
	Investment cycle, measured as depreciation expense scaled by total assets at the end of year prior to the conference call. 

	AFN
	=
	The number of analysts following at the end of the fiscal quarter, prior to the conference call disclosure. 

	LITIG
	=
	The ex-ante litigation risk, calculated using the Kim and Skinner (2012) litigation probit model coefficient estimates, at the end of year prior to the conference call. 

	UESURP
	=
	The difference between Actual earnings and the most recent median consensus analyst forecast prior to the conference call date, scaled by the price at the beginning of the fiscal quarter. 

	ΔLEPS
	=
	The change in earnings per share at the beginning of the quarter (EPSq-1 – EPSq–5) prior to the conference call disclosure, scaled by q-5 quarter price.

	4thQTR
	=
	An indicator variable that equals one if the earnings announcement is for the fourth fiscal quarter; 0 otherwise. 

	CAR
	=
	The three-day (-1, 1) cumulative abnormal return around the conference call disclosure date. 

	POSTONE(Present)
	=
	The number of positive tone words in the presentation of the call. 

	POSTONE(Response)
	=
	The number of positive tone words in the response of the call. 

	NEGTONE(Present)
	=
	The number of negative tone words in the presentation of the call. 

	NEGTONE(Response)
	=
	The number of negative tone words in the response of the call. 

	GUIDANCE
	=
	An indicator variable that equals one if at least one quantitative guidance is provided on the same day as the conference call, based on the IBES Guidance database. 

	RESPONSIVE
	=
	An indicator variable that equals one if there is at least one analyst revising the forecast of next year's earnings within two trading days after the current quarter earnings announcement; 0 otherwise. 





Table 1
Summary Statistics

	Variable
	N
	Mean
	Std
	Q1
	Median 
	Q3

	ΔSPREAD
	       21,110 
	-0.0025
	0.0366
	-0.0075
	-0.0008
	0.0042

	ΔAFERROR
	       21,110 
	-0.0080
	0.7933
	-0.1924
	-0.0144
	0.1297

	ΔAFDISP
	       15,228 
	0.0026
	0.1199
	-0.0336
	-0.0022
	0.0317

	CONSER_B
	       21,110 
	0.1842
	18.211
	-2.1243
	0.2054
	2.8028

	CONSER_NOA
	       21,110 
	0.2907
	0.3396
	0.1208
	0.2181
	0.3718

	CONSER_CSH
	       21,110 
	-0.0087
	0.0808
	-0.0167
	-0.0030
	0.0013

	CONSER_PCA
	       21,110 
	0.0018
	20.361
	-2.4059
	-0.0765
	2.5210

	FWDLOOK(Present)
	       21,110 
	0.2105
	0.0695
	0.1627
	0.2083
	0.2545

	FWDLOOK(Response)
	       21,110 
	0.0676
	0.0959
	0.0000
	0.0000
	0.1270

	SIZE
	       21,110 
	8.3533
	1.6225
	7.2087
	8.3200
	9.4363

	MTB
	       21,110 
	3.9453
	15.446
	1.6364
	2.4915
	3.9280

	LEV
	       21,110 
	0.2201
	0.1657
	0.0844
	0.2129
	0.3277

	FIRMAGE
	       21,110 
	5.2287
	0.5593
	5.0999
	5.3613
	5.5255

	INVCYC
	       21,110 
	0.0402
	0.0244
	0.0248
	0.0349
	0.0496

	AFN
	       21,110 
	21.703
	16.903
	10.000
	17.000
	28.000

	LITIG
	       21,110 
	0.3212
	0.2281
	0.1431
	0.2549
	0.4482

	UESURP
	       21,110 
	-0.0018
	0.0245
	-0.0031
	0.0003
	0.0031

	ΔLEPS
	       21,110 
	0.0012
	0.0137
	-0.0018
	0.0012
	0.0038

	4thQTR
	       21,110 
	0.2142
	0.4103
	0.0000
	0.0000
	0.0000

	CAR
	       21,110 
	0.0024
	0.0689
	-0.0321
	0.0015
	0.0376

	POSTONE(Present)
	       21,110 
	0.0053
	0.0023
	0.0037
	0.0049
	0.0064

	POSTONE(Response)
	       21,110 
	0.0022
	0.0045
	0.0000
	0.0000
	0.0035

	NEGTONE(Present)
	       21,110 
	0.0259
	0.0072
	0.0211
	0.0256
	0.0302

	NEGTONE(Response)
	       21,110 
	0.0082
	0.0118
	0.0000
	0.0000
	0.0150

	GUIDANCE
	       21,110 
	0.4321
	0.4954
	0.0000
	0.0000
	1.0000

	RESPONSIVE
	       21,110 
	0.8052
	0.3960
	1.0000
	1.0000
	1.0000


Notes: Table 1 reports the summary statistics of accounting conservatism, forward-looking statements, information environment, and the control variables used in our main analysis. Our sample is constructed from the intersection of SeekingAlpha.com, I/B/E/S, and CRSP/Compustat. All variables are defined in Appendix and winsorized at the 1st and 99th percentiles. 
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Table 2
Regressions of Bid-ask Spreads

	
	Dependent Variable = Change in SPREAD

	
	CONSER_B
	CONSER_NOA
	CONSER_CSH
	CONSER_PCA

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

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	0.0010
	
	(0.43)
	-0.0006
	
	(-0.27)
	0.0010
	
	(0.44)
	0.0010
	
	(0.45)

	FWDLOOK
	-0.0007
	
	(-0.56)
	0.0028
	
	(1.37)
	-0.0018
	
	(-1.31)
	-0.0009
	
	(-0.67)

	CONSER
	-0.0018
	**
	(-2.08)
	-0.0003
	
	(-0.29)
	0.0009
	
	(0.88)
	-0.0018
	**
	(-2.08)

	FWDLOOK x CONSER
	-0.0025
	***
	(-2.95)
	-0.0048
	**
	(-2.38)
	-0.0037
	***
	(-3.45)
	-0.0024
	***
	(-2.90)

	SIZE
	0.0011
	
	(0.75)
	0.0011
	
	(0.74)
	0.0008
	
	(0.58)
	0.0011
	
	(0.75)

	MTB
	0.0002
	
	(0.20)
	0.0003
	
	(0.29)
	0.0003
	
	(0.26)
	0.0002
	
	(0.20)

	LEV
	0.0009
	
	(0.98)
	0.0009
	
	(0.97)
	0.0008
	
	(0.87)
	0.0009
	
	(0.98)

	FIRMAGE
	0.0024
	***
	(2.59)
	0.0024
	***
	(2.63)
	0.0024
	***
	(2.63)
	0.0024
	***
	(2.58)

	INVCYC
	0.0012
	
	(1.19)
	0.0011
	
	(1.12)
	0.0011
	
	(1.14)
	0.0012
	
	(1.19)

	AFN
	-0.0028
	**
	(2.16)
	-0.0028
	**
	(2.13)
	-0.0030
	**
	(2.26)
	-0.0028
	**
	(2.16)

	LITIG
	0.0044
	***
	(4.01)
	0.0045
	***
	(4.00)
	0.0044
	***
	(3.99)
	0.0044
	***
	(4.01)

	UESURP
	0.0007
	
	(0.60)
	0.0007
	
	(0.61)
	0.0007
	
	(0.65)
	0.0006
	
	(0.60)

	ΔLEPS
	-0.0004
	
	(-0.42)
	-0.0004
	
	(-0.36)
	-0.0004
	
	(-0.41)
	-0.0004
	
	(-0.42)

	4thQTR
	-0.0036
	***
	(-3.08)
	-0.0036
	***
	(-3.06)
	-0.0036
	***
	(-3.06)
	-0.0036
	***
	(-3.08)

	CAR
	-0.0124
	***
	(-12.08)
	-0.0124
	***
	(-12.08)
	-0.0123
	***
	(-11.96)
	-0.0124
	***
	(-12.08)

	POSTONE(Present)
	0.0013
	
	(1.39)
	0.0013
	
	(1.44)
	0.0013
	
	(1.40)
	0.0013
	
	(1.39)

	POSTONE(Response)
	0.0010
	
	(0.64)
	0.0013
	
	(0.85)
	0.0008
	
	(0.55)
	0.0010
	
	(0.63)

	NEGTONE(Present)
	0.0010
	
	(1.03)
	0.0008
	
	(0.85)
	0.0010
	
	(1.04)
	0.0010
	
	(1.04)

	NEGTONE(Response)
	0.0015
	
	(0.85)
	0.0016
	
	(0.90)
	0.0011
	
	(0.61)
	0.0014
	
	(0.83)

	GUIDANCE
	-0.0001
	
	(-0.15)
	-0.0001
	
	(-0.13)
	-0.0001
	
	(-0.09)
	-0.0001
	
	(-0.15)

	RESPONSIVE
	-0.0037
	**
	(-2.29)
	-0.0037
	**
	(-2.32)
	-0.0038
	**
	(-2.36)
	-0.0037
	**
	(-2.29)

	Firm FE
	YES
	
	
	YES
	
	
	YES
	
	
	YES
	
	

	Adjusted R2
	2.325%
	
	
	2.318%
	
	
	2.358%
	
	
	2.362%
	
	

	Number of Obs.
	       21,110 
	 
	 
	      21,110 
	 
	 
	    21,110 
	 
	 
	    21,110 
	 
	 


Notes:  Table 2 reports the estimation results of the regression on changes in bid-ask spreads. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.



Table 3
Regressions of Analyst Forecast Errors

	
	Dependent Variable = Change in AFERROR
	
	
	

	
	CONSER_B
	CONSER_NOA
	CONSER_CSH
	CONSER_PCA

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

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	0.3592
	***
	(6.74)
	0.3221
	***
	(6.30)
	0.3600
	***
	(6.37)
	0.3632
	***
	(6.78)

	FWDLOOK
	0.0064
	
	(0.18)
	0.0839
	*
	(1.85)
	-0.0176
	
	(-0.48)
	0.0021
	
	(0.06)

	CONSER
	-0.0295
	
	(-1.20)
	-0.0032
	
	(-0.11)
	0.0042
	
	(0.14)
	-0.0297
	
	(-1.21)

	FWDLOOK x CONSER
	-0.0682
	***
	(-3.14)
	-0.1063
	***
	(-2.58)
	-0.0779
	***
	(-2.63)
	-0.0712
	***
	(-3.27)

	SIZE
	-0.1116
	***
	(-2.66)
	-0.1086
	**
	(-2.57)
	-0.1163
	***
	(-2.78)
	-0.1117
	***
	(-2.66)

	MTB
	-0.0328
	
	(-1.09)
	-0.0311
	
	(-1.02)
	-0.0278
	
	(-0.92)
	-0.0327
	
	(-1.09)

	LEV
	-0.0362
	
	(-1.24)
	-0.0357
	
	(-1.21)
	-0.0350
	
	(-1.19)
	-0.0362
	
	(-1.23)

	FIRMAGE
	0.0062
	
	(0.24)
	0.0068
	
	(0.26)
	0.0091
	
	(0.35)
	0.0062
	
	(0.23)

	INVCYC
	-0.0211
	
	(-0.72)
	-0.0222
	
	(-0.77)
	-0.0238
	
	(-0.82)
	-0.0211
	
	(-0.72)

	AFN
	-0.1113
	***
	(-2.79)
	-0.1118
	***
	(-2.78)
	-0.1081
	***
	(-2.72)
	-0.1112
	***
	(-2.79)

	LITIG
	0.0615
	*
	(1.95)
	0.0605
	*
	(1.91)
	0.0630
	**
	(1.99)
	0.0616
	*
	(1.95)

	UESURP
	-0.1051
	***
	(-3.34)
	-0.1046
	***
	(-3.32)
	-0.1030
	***
	(-3.27)
	-0.1052
	***
	(-3.35)

	ΔLEPS
	-0.0303
	
	(-0.90)
	-0.0288
	
	(-0.86)
	-0.0314
	
	(-0.94)
	-0.0304
	
	(-0.90)

	4thQTR
	-0.7639
	***
	(-3.09)
	-0.7636
	***
	(-3.09)
	-0.7658
	***
	(-3.09)
	-0.7640
	***
	(-3.09)

	CAR
	-0.0468
	*
	(-1.68)
	-0.0469
	*
	(-1.68)
	-0.0457
	
	(-1.64)
	-0.0469
	*
	(-1.68)

	POSTONE(Present)
	-0.0268
	
	(-1.10)
	-0.0261
	
	(-1.07)
	-0.0252
	
	(-1.04)
	-0.0269
	
	(-1.10)

	POSTONE(Response)
	-0.0006
	
	(-0.02)
	0.0064
	
	(0.15)
	-0.0031
	
	(-0.08)
	-0.0010
	
	(-0.02)

	NEGTONE(Present)
	-0.0027
	
	(-0.10)
	-0.0064
	
	(-0.25)
	-0.0013
	
	(-0.05)
	-0.0024
	
	(-0.09)

	NEGTONE(Response)
	0.0059
	
	(0.12)
	0.0078
	
	(0.17)
	-0.0028
	
	(-0.06)
	0.0054
	
	(0.11)

	GUIDANCE
	-0.0845
	***
	(-2.98)
	-0.0850
	***
	(-2.98)
	-0.0834
	***
	(-2.94)
	-0.0844
	***
	(-2.97)

	RESPONSIVE
	-0.2416
	***
	(-5.84)
	-0.2407
	***
	(-5.82)
	-0.2386
	***
	(-5.77)
	-0.2416
	***
	(-5.84)

	Firm FE
	YES
	
	
	YES
	
	
	YES
	
	
	YES
	
	

	Adjusted R2
	11.69%
	
	
	11.68%
	
	
	11.49%
	
	
	11.70%
	
	

	Number of Obs.
	       21,110 
	 
	 
	    21,110 
	 
	 
	    21,110 
	 
	 
	    21,110 
	 
	 


Notes:  Table 3 reports the estimation results of the regression on changes in analyst forecast errors. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.



Table 4
Regressions of Analyst Forecast Dispersion

	
	Dependent Variable = Change in AFDISP
	
	
	

	
	CONSER_B
	CONSER_NOA
	CONSER_CSH
	CONSER_PCA

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

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	-0.0564
	***
	(-6.99)
	-0.0585
	***
	(-7.52)
	-0.0520
	***
	(-6.39)
	-0.0557
	***
	(-6.78)

	FWDLOOK
	0.0011
	
	(0.21)
	0.0114
	*
	(1.75)
	-0.0007
	
	(-0.13)
	0.0017
	
	(0.32)

	CONSER
	-0.0009
	
	(-0.25)
	-0.0014
	
	(-0.36)
	-0.0057
	
	(-1.61)
	-0.0016
	
	(-0.45)

	FWDLOOK x CONSER
	-0.0076
	**
	(-2.57)
	-0.0128
	**
	(-2.52)
	-0.0088
	**
	(-2.52)
	-0.0073
	**
	(-2.46)

	SIZE
	0.0075
	
	(1.49)
	0.0076
	
	(1.37)
	0.0073
	
	(1.41)
	0.0077
	
	(1.48)

	MTB
	-0.0035
	
	(-0.89)
	-0.0031
	
	(-0.75)
	-0.0026
	
	(-0.63)
	-0.0033
	
	(-0.81)

	LEV
	-0.0022
	
	(-0.64)
	-0.0021
	
	(-0.57)
	-0.0017
	
	(-0.47)
	-0.0021
	
	(-0.57)

	FIRMAGE
	-0.0046
	
	(-1.19)
	-0.0047
	
	(-1.21)
	-0.0044
	
	(-1.15)
	-0.0047
	
	(-1.22)

	INVCYC
	0.0013
	
	(0.33)
	0.0020
	
	(0.51)
	0.0017
	
	(0.44)
	0.0020
	
	(0.52)

	AFN
	-0.0035
	
	(-0.73)
	-0.0042
	
	(-0.84)
	-0.0039
	
	(-0.78)
	-0.0044
	
	(-0.88)

	LITIG
	0.0084
	**
	(2.17)
	0.0075
	*
	(1.90)
	0.0078
	**
	(2.00)
	0.0077
	**
	(1.96)

	UESURP
	0.0017
	
	(0.42)
	0.0021
	
	(0.53)
	0.0022
	
	(0.55)
	0.0019
	
	(0.46)

	ΔLEPS
	0.0016
	
	(0.41)
	0.0019
	
	(0.48)
	0.0018
	
	(0.46)
	0.0017
	
	(0.44)

	4thQTR
	0.0901
	***
	(-3.09)
	0.0899
	***
	(-3.03)
	0.0898
	***
	(-3.01)
	0.0899
	***
	(-3.04)

	CAR
	-0.0021
	
	(-0.64)
	-0.0022
	
	(-0.68)
	-0.0023
	
	(-0.72)
	-0.0021
	
	(-0.64)

	POSTONE(Present)
	0.0034
	
	(0.99)
	0.0034
	
	(0.98)
	0.0036
	
	(1.03)
	0.0032
	
	(0.93)

	POSTONE(Response)
	-0.0054
	
	(-0.98)
	-0.0044
	
	(-0.80)
	-0.0055
	
	(-0.99)
	-0.0052
	
	(-0.95)

	NEGTONE(Present)
	0.0087
	**
	(2.42)
	0.0076
	**
	(2.06)
	0.0081
	**
	(2.21)
	0.0082
	**
	(2.24)

	NEGTONE(Response)
	0.0043
	
	(0.70)
	0.0032
	
	(0.51)
	0.0018
	
	(0.28)
	0.0030
	
	(0.48)

	GUIDANCE
	-0.0150
	***
	(-3.71)
	-0.0154
	***
	(-3.73)
	-0.0152
	***
	(-3.70)
	-0.0155
	***
	(-3.77)

	RESPONSIVE
	0.0016
	 
	(0.27)
	0.0018
	 
	(0.29)
	0.0020
	 
	(0.33)
	0.0016
	 
	(0.26)

	Firm FE
	YES
	
	
	YES
	
	
	YES
	
	
	YES
	
	

	Adjusted R2
	3.996%
	
	
	4.236%
	
	
	4.202%
	
	
	4.240%
	
	

	Number of Obs.
	      15,228 
	 
	 
	    15,228 
	 
	 
	    15,228 
	 
	 
	    15,228 
	 
	 


Notes:  Table 4 reports the estimation results of the regression on changes in analyst forecast dispersion. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.


Table 5
Adding Six Interaction Items 

	Dependent Variable = Change in 
	SPREAD
	AFERROR
	AFDISP

	
	(1)
	(2)
	(3)

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	-0.0001
	
	(-0.05)
	0.3489
	***
	(4.96)
	-0.0435
	***
	(-4.14)

	FWDLOOK
	0.0015
	
	(0.34)
	0.0315
	
	(0.32)
	-0.0235
	*
	(-1.70)

	CONSER
	-0.0019
	**
	(-2.18)
	-0.0306
	
	(-1.25)
	-0.0015
	
	(-0.42)

	FWDLOOK × CONSER_PCA
	-0.0026
	***
	(-3.01)
	-0.0733
	***
	(-3.37)
	-0.0070
	**
	(-2.35)

	SIZE
	0.0015
	
	(0.65)
	-0.1608
	**
	(-2.56)
	0.0026
	
	(0.33)

	MTB
	0.0034
	*
	(1.68)
	-0.0316
	
	(-0.58)
	-0.0051
	
	(-0.73)

	LEV
	-0.0012
	
	(-0.69)
	-0.0182
	
	(-0.36)
	-0.0023
	
	(-0.36)

	FIRMAGE
	0.0051
	***
	(2.98)
	0.0738
	
	(1.60)
	-0.0097
	
	(-1.38)

	INVCYC
	-0.0015
	
	(-0.85)
	-0.0805
	
	(-1.64)
	0.0007
	
	(0.10)

	AFN
	0.0029
	**
	(2.20)
	-0.1107
	***
	(-2.77)
	-0.0043
	
	(-0.86)

	LITIG
	0.0053
	**
	(2.57)
	0.1145
	**
	(2.16)
	-0.0019
	
	(-0.28)

	UESURP
	0.0007
	
	(0.62)
	-0.1049
	***
	(-3.34)
	0.0018
	
	(0.44)

	ΔLEPS
	-0.0005
	
	(-0.46)
	-0.0313
	
	(-0.93)
	0.0019
	
	(0.50)

	4thQTR
	-0.0037
	***
	(-3.13)
	-0.7642
	***
	(-3.09)
	-0.0898
	***
	(-13.03)

	CAR
	-0.0124
	***
	(-12.08)
	-0.0475
	*
	(-1.70)
	-0.0021
	
	(-0.65)

	POSTONE(Present)
	0.0013
	
	(1.40)
	-0.0274
	
	(-1.12)
	0.0030
	
	(0.87)

	POSTONE(Response)
	0.0012
	
	(0.78)
	-0.0006
	
	(-0.01)
	-0.0055
	
	(-1.00)

	NEGTONE(Present)
	0.0010
	
	(1.09)
	-0.0018
	
	(-0.07)
	0.0080
	**
	(2.18)

	NEGTONE(Response)
	0.0011
	
	(0.65)
	0.0029
	
	(0.06)
	0.0036
	
	(0.57)

	GUIDANCE
	-0.0001
	
	(-0.12)
	-0.0849
	***
	(-2.98)
	-0.0155
	***
	(-3.77)

	RESPONSIVE
	-0.0036
	**
	(-2.26)
	-0.2424
	***
	(-5.85)
	0.0014
	
	(0.23)

	FWDLOOK × SIZE
	-0.0013
	
	(-0.31)
	0.0968
	
	(0.95)
	0.0111
	
	(0.90)

	FWDLOOK × MTB
	-0.0063
	*
	(-1.83)
	0.0010
	
	(0.01)
	0.0031
	
	(0.26)

	FWDLOOK × LEV
	0.0045
	
	(1.47)
	-0.0373
	
	(-0.45)
	0.0005
	
	(0.05)

	FWDLOOK × FIRMAGE
	-0.0052
	*
	(-1.77)
	-0.1285
	*
	(-1.67)
	0.0096
	
	(0.83)

	FWDLOOK × INVCYC
	0.0053
	*
	(1.74)
	0.1220
	
	(1.52)
	0.0031
	
	(0.28)

	FWDLOOK × LITIG
	-0.0015
	
	(-0.42)
	-0.1092
	
	(-1.19)
	0.0194
	*
	(1.71)

	Firm FE
	YES
	
	
	YES
	
	
	YES
	
	

	Adjusted R2
	2.387%
	
	
	11.72%
	
	
	4.280%
	
	

	Number of Obs.
	    21,110 
	 
	 
	    21,110 
	 
	 
	    15,228 
	 
	 


Notes:  Table 5 reports the estimation results of the regression on changes in bid-ask spread, analysts forecast errors and dispersion. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.
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Table 6
Granger Causality Analyses of the Relation between 
Forward-looking Disclosure and Conservatism

	Dependent Variable =  
	 
	FWDLOOKjt
	 
	CONSERjt

	
	Pred. 
	(1)
	Pred. 
	(2)

	Variable
	Sign
	Coeff.
	 
	t-stat.
	Sign
	Coeff.
	 
	t-stat.

	Intercept
	
	1.1471
	*
	(1.88)
	
	11.195
	***
	(3.34)

	CONSER jt-1
	+/‒
	0.0063
	**
	(2.54)
	+
	0.4917
	***
	(33.83)

	CONSERjt-2
	+/‒
	-0.0003
	
	(-0.12)
	+
	0.1217
	***
	(9.09)

	FWDLOOKt-1
	+/‒
	0.1998
	***
	(10.65)
	+/‒
	-0.0946
	
	(-0.86)

	FWDLOOKt-2
	+/‒
	0.0057
	
	(0.32)
	+/‒
	-0.0881
	
	(-0.85)

	SIZE
	
	-0.1643
	***
	(-4.43)
	
	-0.6359
	***
	(-3.17)

	MTB
	
	0.0020
	
	(1.13)
	
	0.0080
	
	(0.74)

	LEV
	
	1.0712
	***
	(4.04)
	
	-1.4469
	
	(-1.00)

	FIRMAGE
	
	0.1327
	
	(1.20)
	
	-1.2637
	**
	(-2.07)

	INVCYC
	
	-2.3426
	
	(-1.25)
	
	-1.077
	
	(-0.10)

	AFN
	
	0.0087
	**
	(2.53)
	
	0.0394
	**
	(2.11)

	LITIG
	
	-1.6840
	***
	(-9.89)
	
	2.0890
	**
	(2.12)

	UESURP
	
	-0.6631
	
	(-0.36)
	
	13.5373
	
	(1.24)

	ΔLEPS
	
	2.7766
	
	(0.91)
	
	-10.4736
	
	(-0.57)

	Firm FE
	
	YES
	
	
	
	YES
	
	

	Chi-square test: 
	
	
	
	
	
	
	
	

	CONSERjt-1+ CONSERjt-2 = 0
	+/‒
	5.020
	
	
	
	
	
	

	(p-value)
	
	0.0251
	**
	
	
	
	
	

	FWDLOOKjt-1+ FWDLOOKjt-2 = 0
	
	
	
	+/‒
	1.990
	
	

	(p-value)
	
	
	
	
	
	0.1582
	
	

	Adjusted R2
	
	11.83%
	
	
	
	39.03%
	
	

	Number of Obs.
	 
	  3,614 
	 
	 
	 
	              3,614 
	 
	 


Notes: This table presents the results from Granger causality tests using the Holtz-Eakin et al. (1988) methodology. Column (1) reports the regression results estimating the effect of accounting conservatism on forward-looking statements. Column (2) reports the regression results estimating the effect of forward-looking statements on accounting conservatism. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.




Table 7
The Impact of Conservative Reporting on Forward-looking Statements  

Panel A: Positive- versus Negative-tone Forward-looking Statements  
	Dependent Variable 
	POS_FWLs
	NEG_FWLs

	
	(1)
	(2)

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	8.2190
	***
	(15.69)
	5.3111
	***
	(18.78)

	CONSER_PCA
	0.0073
	**
	(2.31)
	-0.0047
	**
	(-2.44)

	SIZE
	-0.2071
	***
	(-5.33)
	-0.2140
	***
	(-7.85)

	MTB
	0.0014
	
	(1.20)
	-0.0006
	
	(-0.54)

	LEV
	0.1101
	
	(0.38)
	0.6296
	***
	(3.12)

	FIRMAGE
	-0.0778
	
	(-0.85)
	0.1036
	**
	(2.21)

	INVCYC
	1.8034
	
	(1.04)
	-2.1775
	*
	(-1.75)

	AFN
	-0.0072
	*
	(-1.85)
	0.0050
	*
	(1.70)

	LITIG
	0.1261
	
	(0.71)
	-0.2719
	**
	(-2.22)

	UESURP
	-1.5635
	
	(-1.22)
	-1.0808
	
	(-0.94)

	ΔLEPS
	3.1510
	
	(1.28)
	-7.5285
	***
	(-3.62)

	CAR
	0.5347
	
	(0.82)
	-2.1507
	***
	(-4.20)

	GUIDANCE
	-0.1075
	
	(-1.09)
	-0.1237
	*
	(-1.75)

	RESPONSIVE
	-0.0405
	 
	(-0.34)
	-0.0114
	 
	(-0.14)

	Firm FE
	YES
	
	
	YES
	
	

	Adjusted R2
	2.913%
	
	
	3.640%
	
	

	Number of Obs.
	       7,548 
	 
	 
	       7,548 
	 
	 


Notes: Table 8 reports the regression estimation results of conservative reporting on positive-tone FWLs and negative-tone FWLs. Positive- (negative-) tone FWLs are defined as the percentage of sentences containing a forward-looking term and a positive (negative) tone word in the presentation and response of the conference call, following Loughran and McDonald (2011). All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.










Table 7 (Continued)
The Impact of Conservative Reporting on Forward-looking Statements  


Panel B: Qualitative versus Quantitative Forward-looking Statements  
	Dependent Variable 
	NQT_FWLs
	QNT_FWLs

	
	(1)
	(2)

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	14.0402
	***
	(19.48)
	7.0641
	***
	(15.29)

	CONSER_PCA
	0.0087
	***
	(2.87)
	-0.0005
	
	(-0.17)

	SIZE
	-0.2923
	***
	(-5.51)
	-0.1481
	***
	(-3.62)

	MTB
	0.0001
	
	(0.08)
	0.0026
	
	(1.63)

	LEV
	-1.3419
	***
	(-3.64)
	1.2635
	***
	(4.09)

	FIRMAGE
	-0.1087
	
	(-0.85)
	-0.0244
	
	(-0.32)

	INVCYC
	-0.5359
	
	(-0.25)
	2.4672
	
	(1.18)

	AFN
	0.0039
	
	(0.72)
	-0.0014
	
	(-0.33)

	LITIG
	0.5300
	**
	(2.45)
	-0.4827
	***
	(-2.68)

	UESURP
	-3.8912
	**
	(-2.43)
	3.2892
	**
	(2.42)

	ΔLEPS
	-5.2569
	*
	(-1.76)
	-0.8549
	
	(-0.34)

	CAR
	-0.6821
	
	(-0.88)
	-0.6904
	
	(-1.07)

	GUIDANCE
	-0.3792
	***
	(-3.00)
	0.1658
	
	(1.47)

	RESPONSIVE
	-0.0405
	 
	(-0.29)
	-0.3376
	***
	(-2.66)

	Firm FE
	YES
	
	
	YES
	
	

	Adjusted R2
	3.622%
	
	
	2.099%
	
	

	Number of Obs.
	       7,548 
	 
	 
	       7,548 
	 
	 


Notes: Table 9 reports the regression estimation results of conservative reporting on Non-quantitative (or qualitative) FWLs and Quantitative FWLs. Qualitative FWLs (NQT_FWLs) are defined as the percentage of sentences containing a forward-looking term (e.g., “company expects” or “firm projects”) and do not contain a quantitative term (e.g., “thousands”, “millions”, “5M”, or “10B”) in the presentation and response of the conference call. Quantitative FWLs (QNT_FWLs) are defined as the number of sentences containing a forward-looking term (e.g., “company expects” or “firm projects”) and a quantitative term (e.g., “thousands”, “millions”, “5M”, or “10B”) in the presentation and response of the conference call. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.









Table 7 (Continued)
The Impact of Conservative Reporting on Forward-looking Statements  

Panel C: Earnings versus Non-earnings Forward-looking Statements  
	Dependent Variable 
	NRN_FWLs
	ERN_FWLs

	
	(1)
	(2)

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	20.541
	***
	(21.22)
	0.5629
	***
	(3.53)

	CONSER_PCA
	0.0092
	**
	(2.09)
	-0.0011
	
	(-1.00)

	SIZE
	-0.5222
	***
	(-7.34)
	0.0819
	***
	(5.41)

	MTB
	0.0032
	*
	(1.88)
	-0.0005
	
	(-0.74)

	LEV
	-0.6515
	
	(-1.28)
	0.5731
	***
	(5.10)

	FIRMAGE
	-0.2228
	
	(-1.31)
	0.0896
	***
	(3.44)

	INVCYC
	3.0361
	
	(0.93)
	-1.1049
	*
	(-1.66)

	AFN
	0.0172
	**
	(2.42)
	-0.0146
	***
	(-11.02)

	LITIG
	0.3784
	
	(1.26)
	-0.3311
	***
	(-5.59)

	UESURP
	-1.5999
	
	(-0.75)
	0.9979
	**
	(2.00)

	ΔLEPS
	-5.8421
	
	(-1.42)
	-0.2697
	
	(-0.28)

	CAR
	-1.4849
	
	(-1.42)
	0.1124
	
	(0.50)

	GUIDANCE
	-0.3130
	*
	(-1.82)
	0.0995
	**
	(2.41)

	RESPONSIVE
	-0.1230
	 
	(-0.64)
	-0.2551
	***
	(-4.61)

	Firm FE
	YES
	
	
	YES
	
	

	Adjusted R2
	3.730%
	
	
	8.088%
	
	

	Number of Obs.
	       7,548 
	 
	 
	       7,548 
	 
	 


Notes: Table 10 reports the regression estimation results of conservative reporting on non-earnings related FWLs and earnings-related FWLs. Non-earnings related FWLs are defined as the percentage of sentences containing a forward-looking term (e.g., “company expects” or “firm projects”) that do not contain an earnings term (e.g., “income” or “profit”) in the presentation and response of the conference call, following Bozanic et al. (2018). Earnings-related FWLs are defined as the number of sentences containing a forward-looking term (e.g., “company expects” or “firm projects”) and an earnings term (e.g., “income” or “profit”) in the presentation and response of the conference call. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.








Table 7 (Continued)
The Impact of Conservative Reporting on Forward-looking Statements  

Panel D: Financial versus Non-financial Forward-looking Statements  
	Dependent Variable 
	NFN_FWLs
	FIN_FWLs

	
	(1)
	(2)

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	11.5860
	***
	(16.43)
	9.5183
	***
	(19.49)

	CONSER_PCA
	0.0067
	**
	(2.15)
	0.0015
	
	(0.46)

	SIZE
	-0.1979
	***
	(-3.88)
	-0.2424
	***
	(-5.64)

	MTB
	0.0033
	
	(1.62)
	-0.0006
	
	(-0.34)

	LEV
	-1.2678
	***
	(-3.64)
	1.1894
	***
	(3.54)

	FIRMAGE
	-0.0951
	
	(-0.76)
	-0.0381
	
	(-0.48)

	INVCYC
	-1.7562
	
	(-0.78)
	3.6874
	*
	(1.70)

	AFN
	0.0233
	***
	(4.97)
	-0.0207
	***
	(-4.57)

	LITIG
	0.5780
	***
	(2.66)
	-0.5307
	***
	(-2.70)

	UESURP
	0.0525
	
	(0.04)
	-0.6546
	
	(-0.39)

	ΔLEPS
	-6.6232
	**
	(-2.28)
	0.5114
	
	(0.18)

	CAR
	-1.1928
	*
	(-1.69)
	-0.1797
	
	(-0.25)

	GUIDANCE
	-0.3619
	***
	(-2.99)
	0.1484
	
	(1.29)

	RESPONSIVE
	-0.1345
	 
	(-1.01)
	-0.2436
	*
	(-1.79)

	Firm FE
	YES
	
	
	YES
	
	

	Adjusted R2
	2.561%
	
	
	5.804%
	
	

	Number of Obs.
	       7,548 
	 
	 
	       7,548 
	 
	 


Notes: Table 11 reports the regression estimation results of conservative reporting on non-financial FWLs and financial FWLs. Non-financial FWLs are defined as the percentage of sentences containing a forward-looking term (e.g., “company expects” or “firm projects”) and do not contain a financial term following Matsumoto et al. 2011 TAR. Financial FWLs are defined as the number of sentences containing a forward-looking term (e.g., “company expects” or “firm projects”) and a financial term. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.




Table 8
Cross-Sectional Analyses Conditional on R&D Investments, 
Growth Options, and Institutional Ownership
	Panel A: R&D Investments and Information Environment
	 
	 
	 

	
	Dependent Variable = Change in INFO_ENVN
	 

	
	High R&D
	Low R&D

	
	(1)
	(2)

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	0.5871
	***
	(4.23)
	0.3880
	***
	(12.45)

	FWDLOOK
	0.1178
	
	(1.45)
	-0.0530
	
	(-1.53)

	CONSER
	-0.0695
	
	(-1.26)
	-0.0179
	
	(-0.34)

	FWDLOOK x CONSER
	-0.1573
	***
	(-3.75)
	-0.0835
	*
	(-2.74)

	SIZE
	-0.1952
	*
	(-1.76)
	-0.1742
	
	(-0.58)

	MTB
	-0.1048
	
	(-1.08)
	-0.0758
	
	(-0.70)

	LEV
	-0.0433
	
	(-0.56)
	0.0230
	
	(0.72)

	FIRMAGE
	-0.0977
	
	(-1.41)
	0.0365
	
	(0.81)

	INVCYC
	0.0435
	
	(0.54)
	0.0241
	
	(0.36)

	AFN
	0.0964
	
	(0.97)
	-0.0690
	
	(-0.52)

	LITIG
	0.0200
	
	(0.26)
	0.0450
	
	(0.27)

	UESURP
	-0.0686
	
	(-0.90)
	-0.0948
	
	(-1.75)

	ΔLEPS
	-0.0833
	
	(-1.15)
	0.0290
	
	(0.70)

	4thQTR
	-0.7197
	***
	(-3.72)
	-0.8178
	***
	(-3.12)

	CAR
	-0.0103
	
	(-0.20)
	-0.1293
	*
	(-2.52)

	POSTONE(Present)
	0.0156
	
	(0.26)
	-0.0017
	
	(-0.09)

	POSTONE(Response)
	0.0181
	
	(0.18)
	0.0191
	
	(0.50)

	NEGTONE(Present)
	-0.0402
	
	(-0.66)
	-0.0256
	
	(-0.60)

	NEGTONE(Response)
	-0.1321
	
	(-1.17)
	0.0635
	
	(1.50)

	GUIDANCE
	-0.1752
	**
	(-2.53)
	-0.0763
	*
	(-2.90)

	RESPONSIVE
	0.0764
	 
	(0.65)
	0.0997
	 
	(1.16)

	Firm FE
	YES
	
	
	YES
	
	

	Adjusted R2
	18.19%
	
	
	15.12%
	
	

	Number of Obs.
	               3,782 
	
	
	       7,273 
	
	



Notes: Panel A, Table 6 provides the regression results for subsamples by R&D investments (R&D). R&D is the firm research and development expenditure divided by total assets. The ‘‘High R&D’’ group contains firms with R&D in the top 25 percent of the distribution, and the ‘‘Low R&D’’ group contains firms with R&D in the bottom 25 percent of the distribution. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.






Table 8 (Continued)
Cross-Sectional Analyses Conditional on R&D Investments, 
Growth Options, and Institutional Ownership

 Panel B: Growth Options and Information Environment
	
	Dependent Variable = Change in INFO_ENVN
	 

	
	High TobinQ
	Low TobinQ

	
	(1)
	(2)

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	0.2506
	***
	(2.78)
	1.4158
	***
	(7.50)

	FWDLOOK
	0.0309
	
	(0.77)
	-0.0366
	
	(-0.31)

	CONSER
	-0.0122
	
	(-0.51)
	-0.0924
	
	(-1.23)

	FWDLOOK x CONSER
	-0.1303
	***
	(-5.54)
	-0.1172
	*
	(-1.70)

	SIZE
	-0.1765
	***
	(-3.31)
	-0.1508
	
	(-1.37)

	MTB
	0.0500
	
	(0.59)
	-0.4017
	**
	(-2.02)

	LEV
	-0.0077
	
	(-0.24)
	0.1221
	
	(1.14)

	FIRMAGE
	-0.0344
	
	(-1.22)
	-0.0304
	
	(-0.33)

	INVCYC
	-0.1018
	***
	(-3.50)
	0.1506
	*
	(1.70)

	AFN
	0.0953
	**
	(2.42)
	-0.2878
	***
	(-2.60)

	LITIG
	0.0180
	
	(0.45)
	0.1553
	*
	(1.66)

	UESURP
	0.0700
	
	(1.12)
	-0.0575
	
	(-0.76)

	ΔLEPS
	-0.0951
	
	(-1.56)
	-0.0654
	
	(-0.88)

	4thQTR
	-0.4592
	***
	(-6.77)
	-0.2127
	***
	(-2.89)

	CAR
	0.0246
	
	(0.82)
	-0.1330
	
	(-1.56)

	POSTONE(Present)
	-0.0339
	
	(-1.10)
	-0.0575
	
	(-0.76)

	POSTONE(Response)
	0.0011
	
	(0.03)
	-0.0329
	
	(-0.25)

	NEGTONE(Present)
	0.0326
	
	(1.34)
	-0.0812
	
	(-1.02)

	NEGTONE(Response)
	-0.0649
	
	(-1.38)
	0.0788
	
	(0.58)

	GUIDANCE
	-0.0780
	**
	(-2.52)
	-0.1159
	
	(-1.40)

	RESPONSIVE
	0.0503
	 
	(0.82)
	0.2109
	 
	(1.57)

	Firm FE
	YES
	
	
	YES
	
	

	Adjusted R2
	18.25%
	
	
	13.53%
	
	

	Number of Obs.
	       3,722 
	 
	 
	       3,777 
	 
	 


Notes: Panel B, Table 6 provides the regression results for subsamples by growth options (TobinQ). TobinQ is the market value of assets divided by the book value of assets, where the market value of assets is calculated as the book value of assets plus the market value of common stock less the sum of the book value of the common stock and balance sheet deferred taxes. The ‘‘High TobinQ’’ group contains firms with TobinQ in the top 25 percent of the distribution, and the ‘‘Low TobinQ’’ group contains firms with TobinQ in the bottom 25 percent of the distribution. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively. 


Table 8 (Continued)
Cross-Sectional Analyses Conditional on R&D Investments, 
Growth Options, and Institutional Ownership

Panel C: Institutional Ownership and Information Environment
	
	Dependent Variable = Change in INFO_ENVN
	 

	
	High INST_OWN
	Low INST_OWN

	
	(1)
	(2)

	Variable
	Coeff.
	 
	t-stat.
	Coeff.
	 
	t-stat.

	Intercept
	0.5291
	***
	(4.81)
	0.2876
	
	(1.66)

	FWDLOOK
	-0.1482
	*
	(-1.87)
	0.0816
	
	(0.84)

	CONSER
	-0.0804
	
	(-1.63)
	-0.0227
	
	(-0.38)

	FWDLOOK x CONSER 
	-0.1295
	***
	(-2.96)
	0.0144
	
	(0.21)

	SIZE
	-0.2880
	***
	(-2.91)
	-0.1947
	
	(-0.51)

	MTB
	0.0193
	
	(0.36)
	-0.0811
	
	(-1.14)

	LEV
	-0.0572
	
	(-1.08)
	0.1043
	
	(1.53)

	FIRMAGE
	0.0428
	
	(0.78)
	-0.0026
	
	(-0.02)

	INVCYC
	-0.0365
	
	(-0.69)
	0.0296
	
	(0.32)

	AFN
	0.1111
	
	(1.39)
	-0.2162
	
	(-0.88)

	LITIG
	-0.0489
	
	(-0.79)
	0.1717
	
	(1.27)

	UESURP
	-0.0283
	
	(-0.46)
	-0.0857
	
	(-0.95)

	ΔLEPS
	-0.1029
	
	(-1.54)
	0.0112
	
	(0.10)

	4thQTR
	-0.7673
	***
	(-5.52)
	-0.7696
	***
	(-6.29)

	CAR
	-0.1310
	***
	(-2.60)
	-0.0409
	
	(-0.49)

	POSTONE(Present)
	-0.0380
	
	(-0.74)
	0.0817
	
	(1.66)

	POSTONE(Response)
	0.0224
	
	(0.33)
	-0.0257
	
	(-0.51)

	NEGTONE(Present)
	0.0046
	
	(0.09)
	-0.0042
	
	(-0.05)

	NEGTONE(Response)
	0.1048
	
	(1.12)
	-0.1153
	
	(-1.18)

	GUIDANCE
	-0.0919
	
	(-1.53)
	-0.0690
	
	(-1.88)

	RESPONSIVE
	0.1375
	 
	(1.49)
	0.1791
	 
	(1.16)

	Firm FE
	YES
	
	
	YES
	
	

	Adjusted R2
	21.63%
	
	
	18.15%
	
	

	Number of Obs.
	       3,784 
	 
	 
	       3,807 
	 
	 


Notes: Panel C, Table 6 provides the regression results for subsamples by institutional ownership (INST_OWN). INST_OWN is the percentage of institutional ownership. The ‘‘High INST_OWN’’ group contains firms with INST_OWN in the top 25 percent of the distribution, and the ‘‘Low INST_OWN’’ group contains firms with INST_OWN in the bottom 25 percent of the distribution. All of the continuous variables are winsorized at the 1st and 99th percentiles, while t-statistics in parentheses are adjusted for clustering of observations by firm and date of conference calls. All the variables are defined in the Appendix. *, **, *** Indicate coefficients that are significant at the 10 percent, 5 percent, and 1 percent levels in the two-tailed tests, respectively.

