Abstract
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This thesis studies financial markets and the information we can obtain from observing the actions
of financial market participants.
In the first chapter, I study how the combination of different accounting ratios, which are
considered to be the financial signals of future performance, can affect the analysts’ and managers’
earnings forecast releases. The findings show that analysts treat the firms differently depending on
whether the firms have only strong financial indicators (high signal group), weak financial
indicators (low signal group), and those with both positive and negative signals (mixed signal
group). The study also provides the evidence that the managers may realize the heterogeneity in
analysts’ treatment, and as the result the managers’ earnings forecasts will be affected both by the
signal group type of the firm and the analysts’ bias characteristic for the appropriate signal group.
At the same time, the findings show that the analysts sometimes fail to disregard the managers’
forecast biases and are misled by the managers. This provides evidence of inaccuracy on the part of
analysts and potential gaming on information disclosure between analysts and managers’.
In the second chapter, I examine whether trading activity responds to the industry-related earnings
announcement and whether this activity is informative. I find that the subsequent announcer’s
abnormal trading volume is informative about their stock performance upon the first and own
subsequent announcement and in the post announcement performance. While the first announcer’s
earnings surprise is expected to be informative about that of the subsequent announcer, I also show
that not only the first announcer’ earnings surprise in the current quarter but the history of both first
and subsequent announcers can predict the latter's earnings surprise. I also check whether the
informativeness of the subsequent announcer’s abnormal trading volume is not solely explained by
the market agents’ ability to incorporate the predictability of their earnings surprises. The results
suggests that although the subsequent announcer's trading activity is driven by updating of beliefs
made upon the first announcement, the market fails to fully incorporate the earnings surprise
predictability, which provides some evidence of market inefficiency.
In the third chapter (with Yuko Hashimoto), we study whether the EU member countries act as a
single investor due to the stronger financial integration over recent years. Although we find
evidence that the portfolio investments of the EU countries tend to move together, there is still some
diversity among the Union members. In our analysis, we distinguish two types of countries: those
who prefer to invest more evenly among counterparties (low concentration type) versus those who
invest more heavily in some counterparties (high concentration type). Consistent with our
hypothesis, we find that the level of investment concentration and investment share at the
destination play a role in the way the countries will respond to the changes in the macrovariables.
We also find evidence of the crisis period affecting both the co-movements of EU members’
investment shares at destination and the macrovariables driving international portfolio investments.
In particular, variables of the health of the financial system become important determinants for
portfolio investment during the crisis.

