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Empirical Study on Accuracy of Earnings Forecast of 1PO
Companies: A Contrast Between Listed Companies of H Share
and Red Chips Share and Local Companies of Hong Kong

WEI Gang', CHENG Gong-mong®

(1. Accounting School of Shanghar University of Finance und Economics. Shanghai. China. 200433
2. Accountancy Department of Hong Kong Polvtechnic University, Hong Kong, China)

Abstract: The paper uses a series of error measure standards to compare the accuracy
of earnings forecasts between companies of H share and Red Chips and local firms of Hong
Kong . Our findings show that the accuracy of firms of H share and Red Chips is more accu
rate than that of local companies of Hong Kong. In the course of using cross model to ex-
plain accuracy variation, we found that the explanation of regression result was poor. The
tests of prejudice and rationality show that. as for rising model, the earnings forecasts of
IPO companies are accurate, and that the deciding period is rational. The relationship be
tween the earnings forecasts and IPO companies’ value is positive correlation. which proves
the correlation of forecasting value.

Key words: PO companies; earnings forecast: forecast error; prejudice test; rationali
ty test
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