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Can financial statement analysis beat consensus analysts’

recommendations?
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4 Conclusion

This study investigates consensus recommendations from a financial statement
users’ perspective. Specifically, we test whether one can use financial statement
information ex ante to predict future earnings changes and then use those earnings
change predictions to execute a trading strategy to pick winners and losers among
consensus analysts’ recommendations. Our tests essentially ask whether analysts’
consensus recommendations and share prices fully reflect the earnings prediction
information in financial statements.
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