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Information sources, information searching and market efficiency:

——Evidence based on analyst forecast revision

ZHU Hong-jun1, HE Xian-jie1, TAO Lin1
(1. Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: This paper examines the information sources and information content of analyst forecast
revision, as well as whether investor could use this information efficiency. Our paper provides a channel
to examine the market efficiency in the angle of analyst forecast revision. The results show that analyst
forecast not only contain the information change of market level and firm level during the period of two
forecasting, but also provide additional firm level information. Further analysis shows that investors could

reaction to the analyst forecast in the proper directions and they also care the information sources of this



forecast. When analysts provide forecast revision during the period of earnings announcement, the
market reaction is more intensity. However, the results show that there existing the phenomenon of drift
after the analyst forecast revision, especially at the time of positive revision, which means that investor
failed to absorb all information the analyst provided.

Keywords: financial analyst; forecast revision; information content; investor reaction
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