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ABSTRACT 177259

This independent research examines the errors of earnings per share forecast of listed
company in the Stock Exchange of Thailand. The objectives are based upon two issues which are
to measure the errors of eamings forecast, and to study factors that influence to the errors of
earnings per share forecast of that listed company in the Stock Exchange of Thailand. Based on
the eamings per share forecast of individual analyst from the Institutional Brokerage Estimate
System (I/B/E/S) database during 1998 — 2004, a total number of 736 forecastings with the use of
the Cheng and Firth (2000)’s paper methodology for measuring the errors of eamnings forecast.
For analyzing the influent factors to the errors of earnings per share forecast, the Regression
Analysis was used.

The research results show that the mean of forecast error is -0.27 reflecting the direction
of the profit forecast that inclines to be higher than the actual profit. The mean of absolute
forecast errors is 0.66 while most of the absolute forecast errors range between 0 and 2.99 in a
total of 703 out of 736 forecastings which equals to 95.52%.

Regression Analysis indicates that at the significant level of 0.05 the factors that affect
the errors of earnings per share forecast are the stock market return and the firm size. Any
changes to those two factors will influence the forecasting errors in the opposite direction. Other
factors, such as rate of Gross Domestic Product changes, age of the firm, and coefficient of
variation of profit, have no significance in forecasting errors.
stock market return rate are significantly negative related to the errors of earnings forecast for the
industrial group that has high number of forecastings. Firm size has significance to the errors of
earnings forecast for the industrial group that has low number of forecastings.

In conclusion, this research implies that forecasting of earnings per share by analyst
contains a substantial optimistic bias, and the level of forecasted errors are significantly negative

related with the stock market return and the firm size.





