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Institutional Investors and Analyst Behavior:
Evidence from Private Placement Expiration

Guan Feng', Jin Qinglu®, Zhang Peipei®

(1.Lixin Accounting Research Institute , Shanghai Lizxin University of Commerce, Shanghai 201620, China;

2.School of Accountancy s Shanghai University of Finance and Economics, Shanghai 200433, China)

Abstract: In the background of private placement expiration, this paper investigates
the effects of differences in trading motivations on the optimism and accuracy of analysts’
earnings forecast before the expiration from the perspective of interest conflicts. It arrives
at the following conclusions: when there is private placement, institutional investors moti-
vated by selling for profits pressure analysts, leading to the issues of more optimistic earn-
ings forecasts and lower accuracy of these optimistic forecasts; former stockholders are in-
clined to continue to hold shares after private placement expiration and analysts do not is-
sue optimism-biased forecasts. Further study shows that higher proportion of shares of in-
stitutional investors in close proximity to expiration to a company’s total share capital re-
sults in more optimistic forecasts of this company by analysts and lower accuracy of the
forecasts when coming close to the expiration date.Existing literature argues that institu-
tional investors play the inhibition role in optimistic tendency of analysts and this paper
shows that institutional investors weaken this inhibition role when they are involved in
their own interests.

Key words: private placement expiration; institutional investor; analyst behavior
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