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PREFACE
With the emergence of the so-called ‘new economy’ many of the traditional rules of investment analysis have more or less been thrown out the window, leading to questions about the relevance and appropriateness of the existing financial reporting framework.  However there is little concrete evidence to inform the debate.

This study addresses calls for research (Healy & Palepu, 1993; Elliott & Jacobson, 1991) by investigating the relationships between industry, information use and information disclosure.  Specifically it employs the comprehensive model of business reporting developed by the AICPA (1994) as a basis for identifying the differences that exist between firms in new economy industries and firms in traditional economy industries, in terms of the desired and actual levels and types (including financial and non-financial) of company disclosures to stakeholders.

Analysts of firms in the new economy are found to use a greater proportion of non-financial information (compared with financial information) than analysts of firms in the traditional economy, in justifying their stock recommendations.  A case is made for industry-specific regulation of reporting of non-financial information, based upon the differing information needs of financial analyst users in these two industries.  This will ensure that users of financial reports can obtain the information they require for decision-making in a reliable and credible form, and from a publicly accessible source (namely audited financial reports).

PART A:  LITERATURE REVIEW
1. Introduction

The following literature review is divided into two sections.  The first section describes the emergence and present state of development of academic literature on the information usage and requirements of users of financial reports, the sources from which they obtain this information, and disclosure of such information by firms.  It then proceeds to examine a subset of this literature pertaining to the differences in information use, sources and disclosure in what are referred to as ‘new economy’ and ‘traditional economy’ industries.

The second section reviews reports by both professional and regulatory bodies which investigate these same issues from practitioner and regulatory standpoints.

2. Review of Relevant Academic Literature

There are primarily two streams of academic literature relevant to the present analysis: firstly, literature on financial analysts’ information requirements and the sources from which they obtain this information; and secondly, a subset of literature on the differences between firms in the new economy and firms in the traditional economy.  These literature streams will now be discussed in turn.

2.1 Analysts’ information requirements and sources

Financial analysts are a large and active user group who may be considered representative of a broad section of users.  Analysts are relied upon by investors to provide information for use in their decision-making (Healy & Palepu, 1993; Hirst, Koonce & Simko, 1995).  They ‘add value’ by producing sought-after forward-looking forecasts and information which, as indicated, has hitherto been absent from financial reports (Gleason & Lee, 2000; Healy & Palepu, 1993). “Nichols (1989) and Schipper (1991) suggest that the behaviour of analysts provides insight into the activities and beliefs of investors that cannot be observed directly … analysts may be viewed as either representing or influencing investor beliefs” (Lang & Lundholm, 1996, p.468).  Due to their importance and influence, financial analysts may be studied as a representative user group when investigating the information needs of external users.

Table 1

Summary of Literature on Analysts’ Information Needs and Sources

	
	
	--------------
	Information 
	--------------

	Authors (Year)
	Type
	Desirable
	Sources
	Disclosed

	Abdolmohammadi, Simnett, Thibodeau & Wright (2000)
	economic
	Yes
	No
	No

	Epstein & Palepu (1999)
	survey
	Yes
	Yes
	Yes

	Mikhail, Walther & Willis (1997)
	economic
	Yes
	No
	No

	Maines, McDaniel & Harris (1997)
	experiment
	Yes
	No
	No

	Palepu, Bernard & Healy (1996)
	textbook
	Yes
	No
	No

	Lang & Lundholm (1996)
	economic
	No
	Yes
	No

	Rippington & Taffler (1995)
	economic
	No
	Yes
	No

	Lang & Lundholm (1993)
	economic
	Yes
	Yes
	Yes

	Healy & Palepu (1993)
	case study
	Yes
	No
	Yes

	Bouwman, Frishkoff & Frishkoff (1987)
	verbal protocol
	Yes
	No
	No

	McNally, Eng & Hasseldine (1982)
	survey
	Yes
	Yes
	Yes

	Lees (1981)
	surveys
	No
	Yes
	Yes


The alignment of the types of disclosures financial analysts require for decision-making and the sources from which they obtain this information, with the types and sources of disclosure which firms actually make, has been the subject of some research attention.  Table 1 summarises the key relevant literature published over the past twenty years, and notes the areas covered by each paper (namely information desired by financial analysts, sources from which they obtain this information, and/or whether the information is publicly disclosed).

Early surveys of financial analysts by Lees (1981) found that their top five information sources, in order of importance, were (1) interviews with company executives, (2) 10-Ks and other reports to the Securities & Exchange Commission (SEC), (3) annual reports and interim stockholders’ reports, (4) management forecasts (if disclosed), and (5) formal presentations by company executives.

However the first comprehensive empirical investigation of users’ information needs and disclosure levels was a paper by McNally, Eng & Hasseldine (1982).  The authors investigated “the information needs of decision-makers external to the organisation, and the extent to which these needs are satisfied by current financial reporting practices” (p.11).

They surveyed 187 stockbrokers and financial editors in New Zealand on their preferences for disclosure, asking respondents to rate the relative importance of reporting 41 separate items which were not mandatory disclosures.  This list of items was compiled based on prior research, and a review of items reported by firms that were believed to observe high standards of financial reporting.  The items which respondents ranked as most important were forward-looking information, summary of past performance, and earnings per share.  The bottom ranked items were data on social responsibility, advertising and publicity, information about employees and narrative history of the company.  Interestingly, McNally et al. (1982) demonstrated that their results were broadly consistent with those of Firth (UK, 1979) and Buzby (USA, 1974; 1975) regarding the information items considered most important by users, suggesting the information needs of users are broadly consistent internationally.

The actual level of disclosure of the important discretionary disclosure items by listed manufacturing companies in New Zealand was found to be less than desirable.  In particular there was a lack of disclosure of forward-looking information.  Profit forecast for the next year, ranked second in importance among users, was not disclosed by any companies in the sample!

Despite the obvious concerns raised by McNally et al. (1982), empirical research on the information requirements of users of financial reporting information was not forthcoming over the following decade.  A few studies investigated various aspects of the decision-making of financial analysts, such as Bouwman, Frishkoff & Frishkoff (1987).  This study consisted of a verbal protocol analysis designed to generate a descriptive model of the decision-making processes of financial analysts when screening potential investments, including identification of the types of knowledge and information needed to make such decisions.  In the first stage of analysis income statement items and performance ratios accounted for the majority of information used.  However during the middle and later phases qualitative information about segments, products and markets was most important to analysts.

Other studies which considered financial analysts were Mear & Firth (1987) which investigated cue usage and self-insight of financial analysts and Mear & Firth (1990) on individual differences in financial analyst judgements.  In addition, practitioner papers such as Rimerman (1990) argued a ‘growing disparity’ between users’ information needs and financial statement information being provided, in the non-mandatory areas of current-value financial data, forecasts and strategic information.  Users sought to address this disparity by searching through public reports such as 10‑K SEC filings.

The issue of the usefulness of firm disclosures to users returned, and was placed firmly on the accounting research agenda, following a seminal paper by Healy & Palepu (1993).  Using a case study approach, the authors discussed research on voluntary disclosure and explicitly called for research into the types of information which firms voluntarily disclose, the credibility of these disclosures, and the types of information that are of interest to investors and analysts.

Around this time, a second influential study was published concerning the adequacy of corporate disclosures in meeting the needs of analysts.  This study, by Lang & Lundholm (1993), analysed a set of Reports of the Financial Analysts Federation Corporate Information Committee (FAF Reports).  These reports are prepared by committees of industry specialist financial analysts, who evaluate and score a set of firms according to the adequacy of their disclosures along three dimensions: annual published information, quarterly and other published information, and investor relations. “Within the three categories, each industry subcommittee prepares a list of important aspects of disclosure weighted to reflect information requirements in the industry” (p.253).  Segment data was considered to be among the most important of these aspects, and has been found to influence the investment judgements of financial analysts (Maines, McDaniel & Harris, 1997).

The resulting FAF Report captures analysts’ perceptions of the quality of firms’ disclosure practices.  Between 1985 and 1989 the annual reports of their sample of firms scored an average 73% of the potential 100% disclosure score.  Quarterly and other reports averaged 70% and investor relations 74%.  These results suggest that, while firms are not doing a bad job at disclosure, there is room for improvement in some voluntary areas, such as segment disclosure.

In addition, it has been shown that while annual reports convey little price-sensitive information to market participants, they do have high information value (Rippington and Taffler, 1995).  An empirical investigation of corporate disclosure policy and analyst behaviour (Lang & Lundholm, 1996) found that analysts’ behaviour and performance were influenced by the level of disclosure in annual and quarterly reports, suggesting that these reports are an important source of information for analysts.

Analysts’ performance and expertise have been shown to improve with firm-specific and industry experience (e.g. Mikhail, Walther & Willis, 1997).  Similarly in an auditing context, Simnett & Wright (2000) found that entity-specific factors and industry and economic knowledge were required to be a successful industry specialist auditor.  This suggests that an understanding of firm-specific and industry information may be important for analysts and should be the subject of corporate disclosure.  Identification of the specific types of firm and industry information required by analysts in new and traditional economy industries is thus a priority if firms are to ensure the information needs of users are being met by their disclosures.

Whilst some authors such as Palepu, Bernard & Healy (1996) provide descriptive lists of analysts’ information needs, there is a lack of detailed empirical evidence.  Addressing this paucity, Epstein & Palepu (1999) surveyed 140 sell-side star analysts about the information they need, the sources from which they obtain this information, and how well their needs are being met by existing corporate disclosures.  Among the key findings was that analysts want more information about key business risks and uncertainties, financial liquidity and flexibility, the competitive strategy of significant business units, and corporate strategy, as well as more segment performance data and forward-looking estimates of income statement items.

Annual reports were ranked as the third most important information source after private contacts and analyst meetings – both private information sources.  The authors note that “[p]resentations to analysts, conference calls, and other investor relations efforts, though critical, can’t be viewed as a substitute for a thorough and well-designed financial report.  Annual reports are the most widely used and lowest-cost medium of communication between a company and the external world” (Epstein & Palepu, 1999, p.52).

The most recent investigation of analysts’ information needs is a study by Abdolmohammadi, Simnett, Thibodeau & Wright (2000).  Their results indicate that financial analysts use a variety of financial, non-financial, forward-looking, historical and industry information in making stock recommendations.  However, the specific information items are again not identified.

In summary, the literature to date has identified that users of financial reports, and analysts in particular, desire not only financial disclosures, but also a variety of segment, forward-looking, strategic, industry and economic information.  However all the studies to date have looked at general categories of information, and the specific valuable information items in these categories remain a mystery.  Whilst it is known that these users obtain their information from both private sources such as analyst briefings and from publicly available annual reports, little is known about which particular information items come from which source.  Finally, several studies suggested that for many of the information categories which are important to users, actual disclosure levels lag the desirable levels of disclosure.  There is a pressing need for these deficiencies in the literature to be addressed, in order to promote optimal decision-making by users of financial reports.

2.2 The new economy versus the traditional economy

Alongside the literature about analysts’ information needs and sources described above, there is a subset of literature of interest to this study.  This concerns users’ differing information requirements for firms in new and traditional economy industries.  Table 2 summarises the key relevant literature published over the course of the last decade, and the types of information investigated as being of potentially greater utility to new economy users than financial data.

An early warning of the significant and differing nature of new economy firms was provided by Elliott & Jacobson (1991).  In an article rather alarmingly entitled “U.S. Accounting: A National Emergency”, they suggested that the U.S. financial accounting system’s “periodic, historical, cost-based financial statements served the bygone industrial era well but are not sufficient for evaluating information-era companies” (p.54), and called for development of a new accounting model.

Table 2

Summary of Literature on Users’ Information Requirements in New Versus Traditional Economy Industries

	
	
	Potentially Useful Information for

	Authors (Year)
	Type
	New Economy Users

	Abdolmohammadi, Simnett, Thibodeau & Wright (2000)
	economic
	Non-financial, forward-looking and industry information

	Lundholm & Myers (2000)
	economic
	Declining relevance of financial data

	Frankel, Johnson & Skinner (1999)
	economic
	Corporate conference calls

	Ely & Waymire (1999)
	economic
	Relevance of earnings

	Francis & Schipper (1999)
	economic
	Decline in relevance of financial statements

	Lev & Zarowin (1999)
	economic
	Change, innovation, R&D

	Barth, Kasznik & McNichols (1998)
	economic
	Intangible assets

	Ittner & Larcker (1998)
	economic
	Non-financial measure – customer satisfaction

	Edvinsson & Malone (1997)
	textbook
	Information asset – intellectual capital

	Amir & Lev (1996)
	economic
	Non-financial indicators

	Healy & Palepu (1995)
	case study
	Intangible asset – capitalised marketing expenses

	Elliott (1995)
	prescriptive
	Information age assets – capacity for innovation, human resources

	Elliott & Jacobson (1991)
	prescriptive
	“Information era model”


Elliott (1995, p.119) reconfirmed the “limited usefulness of today’s financial statements.  They do not, for example, reflect information-age assets, such as information, capacity for innovation, and human resources”.  Elliott & Jacobson (1991) called for research into the relationship between the firm-specific, industry and economy information actually used by investors and that supplied in financial statements.  The authors also appealed for management to make voluntary disclosures in financial reports that “fit the information-era model” (p.57), on the basis that not enough is known about how well the current reporting framework actually serves the interests of investors in the information age.

Initial evidence would suggest that the interests of new economy investors in particular are not being served well at all.  It was illustrated earlier that there is definite room for improvement in some areas of firm disclosure, including forward-looking information and segment disclosure.  The voluntary disclosure of segment information by Australian diversified companies was found to be influenced by industry membership (Aitken, Hooper & Pickering, 1997; McKinnon & Dalimunthe, 1993) and by diversification strategy into related vs. unrelated industries (Aitken, Hooper & Pickering, 1997).  However these studies did not explicitly test for differences between new and traditional economy industries.

Both forward-looking information and segment information are likely to be particularly relevant to users concerned with new economy firms.  Non-financial indicators are another type of information which is said to relate more particularly to new economy firms with few traditional financial assets.  Healy & Palepu (1993) suggested descriptively that superior analysts consider non-financial performance indicators.  They followed up the issue with a case study (Healy & Palepu, 1995) that demonstrated the inability of traditional accounting to communicate the capital value of marketing expenses, in terms of customer acquisition and retention.

Also on the issue of financial versus non-financial information, Amir & Lev (1996) provide evidence that non-financial information can explain stock prices better than accounting data for independent cellular telephone companies (new information economy firms) over the period 1984-1993.  They note that non-financial indicators are by nature typically industry-specific and that the “accounting measurement and reporting system is ill-equipped to provide value-relevant information in emerging high-tech industries … These industries are characterized by heavy investment in intangibles, such as R&D … and by substantial spending on the development of customer-base and market share” (Amir & Lev, 1996, p.17).  For this reason it may be expected that the combination of an information-based industry and informative non-financial information will create incentives for increased levels of voluntary disclosure, at the firm or industry level, of relevant information items.

With the growth in new economy firms, increased profile has been afforded to the role of information assets such as intellectual capital (Edvinsson & Malone, 1997) and non-financial measures such as customer satisfaction (Ittner & Larcker, 1998) as performance indicators.  “Among change-drivers, innovation, generally brought about by investment in R&D, is an important factor in the declining usefulness of financial information.” (Lev & Zarowin, 1999, p.376).

In a parallel but opposite trend, many studies report the declining relevance of earnings and financial data for users in recent decades (Lundholm & Myers, 2000; Francis & Schipper, 1999; Ely & Waymire, 1999), although Francis & Schipper (1999) found mixed support for the idea that this decreasing relevance is more pronounced for hi-tech (new economy) firms.  Frankel, Johnson & Skinner (1999) reported that firms which voluntarily disclose additional information via conference calls are more likely to be in high-tech industries (where the presence of conference calls proxies for high information asymmetry and an incentive to voluntarily disclose information). In an interesting finding, Barth, Kasznik & McNichols (1998) report that analysts allocate more resources to the analysis of intangible-intensive companies.  All of this evidence points to the inadequacy of the current reporting framework in meeting the information needs of users in the new economy, forcing them either to do without or to consult less reliable information sources.

The adverse informational consequences of an inadequate reporting system, which fails to reflect the underlying assets and performance of firms, extend to investors, management, auditors, standard-setters and the economy as a whole (Elliott & Jacobson, 1991).

Most recently, Abdolmohammadi et al. (2000) investigated the differing information needs of users in the new economy versus the traditional economy.  They found that financial analysts in new economy industries use significantly more non-financial information than financial analysts in traditional economy industries, when making stock recommendation reports.

In summary, the results from a number of predominantly economic empirical investigations, which have looked at various firm-specific aspects of the new economy including research and development and intangible assets, suggest that the information needs of users of financial reports in this industry sector are different to those of users in traditional sectors and are not being met by the existing reporting framework.  However this proposition has not been directly tested at the general industry-wide level of information.  Although it is suggested that voluntary disclosures can compensate for deficiencies in the regulatory reporting framework, there is a lack of empirical evidence as to whether the relative sparsity of information for new economy users is being addressed by such means.  It is important that research address these issues, in the present climate of rapid growth in new economy firms.

3. Professional and Regulatory Reports

Aside from the academic arena, regulatory and professional bodies have also taken an interest in reform of the financial reporting framework to better meet the needs of users in the new economy.  The key reports published in the past decade are summarised in Table 3.

The issue of what information is required by users to make appropriate and informed decisions has long been contentious, and predates the new economy era.  A position paper by the Association for Investment Management and Research (AIMR, 1993) studied the views of financial analysts, investigating both “how and why financial reports are used in the analytical process” as well as what disclosures analysts require.

Table 3

Summary of Professional and Regulatory Reports

	Authors (Year)
	Report

	FASB (2000)
	The Business Reporting Research Project

	AIMR (2000)
	Corporate Disclosure Survey

	FASB (1996)
	Invitation to Comment on AICPA (1994) and AIMR (1993)

	AICPA (1994)
	Improving Business Reporting–A Customer Focus: Meeting the Information Needs of Investors and Creditors

	AIMR (1993)
	Financial Reporting In the 1990s And Beyond


In 1994 the AICPA published a comprehensive model of business reporting as part of a report by the Special Committee on Financial Reporting, entitled Improving Business Reporting–A Customer Focus: Meeting the Information Needs of Investors and Creditors.  The model is illustrated in Figure 1 and indicates the committee’s findings as to broad types of information required by users of financial reports.  Forward-looking information, opportunities and risks, segment data, non-financial data and non-recurring items were all cited by users as areas in which they desire more forthcoming disclosures by firms.

The Financial Accounting Standards Board (FASB) in 1996 issued an invitation to comment on the two reports cited above, asking the question: “Should the FASB broaden its activities beyond financial statements and related disclosures to also address the types of nonfinancial information that would be included in a comprehensive business reporting model?”  After a mixed response, the FASB set up The Business Reporting Research Project (FASB, 2000)
.

One of three main objectives of this project is to “Study present practices for the voluntary disclosure of certain types of business information that users of business reporting find helpful in making their investment decisions”.  Voluntary disclosures via a broad range of sources are being considered, including annual reports, 10-K and 10-Q disclosures to the SEC, press releases and analyst conference calls.  The specific types of disclosures being investigated are those which fall under the five categories identified in the AICPA’s comprehensive model (1994).  To date the project has investigated disclosures across firms in eight industries, including Automobiles, Computer Systems and Textile & Apparel, and it is expected that the findings will be presented in late 2000.

Figure 1

AICPA Comprehensive Model of Business Reporting

	Information Category
	Types of Information

	Financial and Non-Financial Data
	1. Financial statement information, including all required and non-required disclosures.

2. High-level operating data and performance measurements that management uses to manage its business.

	Management’s Analysis of Financial and Non-Financial Data
	3. Reasons for changes in the financial, operating and performance-related data and the identity and past effect of key trends.

	Forward-Looking Information
	4. Opportunities and risks, including those resulting from key trends.

5. Management’s plans, including critical success factors.

6. Comparison of actual business performance to previously disclosed opportunities, risks and management’s plans. 

	Information About Management And Shareholders
	7. Information about directors, management, compensation, major shareholders, and transactions and relationships among related parties.

	Background Information About the Company & Industry
	8. Broad objectives and strategies of the company.  

9. Scope and description of the business and properties.

10. Impact of industry structure on the company.


In February 2000 the AIMR published the results of its Corporate Disclosure Survey of portfolio managers and securities analysts.  These users’ top information sources were senior corporate executives (74% considered this a very important information source) and annual reports (71%), with quarterly reports ranked fourth (66%) and regulatory filings ranked seventh (51%).  The areas in which the greatest deficiency existed between importance of the information and the quality of disclosure were extraordinary items, segment-specific information, forward-looking information and off-balance sheet assets or liabilities.  However, caution is advisable in interpreting these results, due to the low response rate of just 14%.

In summary, an understanding of the relationships between information use, information disclosure and the new economy is still in its developmental stages among regulators and professional bodies in the United States.  The results of the current FASB study should provide the most detailed and comprehensive illumination to date of this important set of issues.

4. Conclusion

From the review of the range of academic and professional literature on the information needs and sources of users, and on corporate disclosure of this information, it emerges that both the desirable and actual information types may be influenced by the type of industry in which a firm operates.  This is an important area for research in the emerging new economy era.
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PART B:  PAPER
Abstract
With the emergence of the so-called ‘new economy’ many of the traditional rules of investment analysis have more or less been thrown out the window, leading to questions about the relevance and appropriateness of the existing financial reporting framework.  However there is little concrete evidence to inform the debate.

This study addresses calls for research (Healy & Palepu, 1993; Elliott & Jacobson, 1991) by investigating the relationships between industry, information use and information disclosure.  Specifically it employs the comprehensive model of business reporting developed by the AICPA (1994) as a basis for identifying the differences that exist between firms in new economy industries and firms in traditional economy industries, in terms of the desired and actual levels and types (including financial and non-financial) of company disclosures to stakeholders.

A case is made for industry-specific regulation of reporting of non-financial information, based upon the differing information needs of financial analyst users in these two industries.  Information items used by analysts are traced back to identify whether they are disclosed in firms’ annual and quarterly reports.  It is recommended that important information items not presently being voluntarily disclosed by firms, such as customer and product information, be considered for incorporation by regulators as mandatory reporting requirements in firms’ annual or quarterly reports.  This will ensure that relevant information is publicly accessible to users in a credible, attestable form.

1. Introduction

1.1 The new economy versus the traditional economy

There has been a lot of attention devoted recently to the emerging concepts of the ‘new economy’ and new economy firms, as opposed to ‘traditional economy’ industries.

Precisely what is meant by and included within these terms is unclear.  Many commentators and researchers use the terminology ‘new economy’ and ‘traditional economy’ without explicit definition (Lundholm & Myers, 2000; Abdolmohammadi, Simnett, Thibodeau & Wright, 2000).  Miller (1999, p.25) uses the phrase “technology and information based businesses” to describe the new economy.

Generally speaking, the new economy is considered to encompass companies in hi-tech and information-based industries such as media, the internet and telecommunications, whose asset base is heavily weighted towards intangibles, particularly information assets such as patents and human resources (see Amir & Lev, 1996; Elliott, 1995; Elliott & Jacobson, 1991).  New economy firms often have less physical assets and are said to focus more on operational than financial performance measures.  In contrast, the traditional economy covers the array of traditional industries such as manufacturing and engineering, which have substantial tangible assets and focus primarily on reporting financial performance measures.

With the emergence of the new economy, the traditional role and operation of accounting and business reporting is increasingly being called into question.  “Practitioners argue that, while historical accounting may have worked well in the industrial era, it does not provide useful measures in the new information economy (Elliott and Jacobson [1991], Jenkins [1994], and Rimerman [1990]).” (Lundholm & Myers, 2000).  The University of Southern California Financial Accounting Study Group stated at the 1991 Wharton Symposium that “[c]ontinuing on the present course, we believe, will lead to the growing irrelevance of conventional financial reporting in the new age of information.” (Larson, 1994).

1.2 Corporate disclosure

For this reason one aspect of business reporting in particular, namely corporate disclosure, is of particular interest in the present climate.  It has been suggested that, frustrated by the inappropriateness or ineffectiveness of traditional reporting content in communicating the economic performance and position of information-based firms, these new economy firms are making increasing use of non-mandated disclosures of relevant information to stakeholders.

Indeed, the FASB is currently conducting a research project on business reporting with the aim of identifying current best practices in voluntary disclosure, and thence developing “recommendations for voluntary disclosure of certain types of business information that users, investors, analysts and creditors find helpful in making their investment decisions” (Joseph Anania, FASB board member, Staff Reports, 1999).  This study takes the reverse approach to addressing the same issue, by first investigating the types of information that a specific group of users of financial reports (financial analysts) find valuable.  Identifying the relevant information should be the first step in any policy-oriented research aimed at informing the debate over companies’ disclosure of information.  The second stage of the research involves tracing back the useful information items to discover whether they are presently disclosed in annual and quarterly reports, and hence, whether there is need for reform of reporting requirements in order to ensure users’ needs are being met.

The remainder of the paper is structured as follows.  The next section describes the research questions and potential contributions of the study.  Section 3 contains a review of relevant literature and regulatory and professional reports.  Section 4 develops testable hypotheses and section 5 describes in detail the research method.  Results are presented in section 6.  Section 7 concludes the study by discussing its implications and contribution, outlining limitations inherent in the research, and providing suggestions for future research.

2. Research Question and Contribution

This study aims to provide some concrete evidence to inform the debate about the relevance of the existing financial reporting framework for firms in the new economy, by investigating the relationship between industry, information use and disclosure.  The broad research question is as follows:

RQ:
What differences exist between firms in new economy industries and traditional economy industries, in terms of the desired and actual levels and types (financial and non-financial) of corporate disclosures to stakeholders?

In particular, the study aims firstly to identify the different sets of information cues used (and hence desired) by a specific set of users, namely financial analysts, for decision-making about new and traditional economy firms.  If differences exist between the information cues for the two industry sectors, firms might respond by changing their voluntary disclosure practices to meet these different needs.  Hence the second aim of this study is to trace the extent to which analysts may (if they so desire) obtain the desired information from publicly available sources, namely firms’ annual and quarterly reports.

Financial analysts are a large and active user group, relied upon by investors to provide information for use in their decision-making (Healy & Palepu, 1993; Hirst, Koonce & Simko, 1995).  They ‘add value’ by producing sought-after forward-looking forecasts and information which, as indicated, has hitherto been absent from financial reports (Gleason & Lee, 2000; Healy & Palepu, 1993).  Due to their importance and influence, financial analysts may be studied as a representative user group when investigating the information needs of external users (Lang & Lundholm, 1996; Schipper, 1991; Nichols, 1989).

Investigating the levels and types of disclosures desired by financial analysts enables a better understanding to be gained of their information needs.  Investigating the actual levels and types of disclosures by companies of these desirable information items provides evidence about how well users’ information needs are being met under the existing reporting framework, and suggests areas for improvement.

From an academic perspective the paper extends prior literature by combining three areas of research, namely the emerging ‘new economy’, users’ information needs and disclosure literatures.  It contributes to a greater understanding of the decision-making processes of financial analysts, in terms of their usage of information, and of the degree to which the present financial reporting framework is furthering or hindering these processes.  The paper also contributes to theories of voluntary disclosure at the industry or economy level by investigating how industry and information type, combined, create incentives for voluntary disclosure.

From a practice perspective, the results may be of interest and assistance to financial analysts by providing them with greater explicit self-insight into their information needs and usage.

From a policy perspective the paper has the potential to inform the debate over standard-setting, by determining the appropriateness of “calls for increased attention to reporting of relevant non-financial information by companies (FASB, Staff Reports, 1999).  Differences in users’ information needs between the new and traditional economy will suggest areas in which separate industry-based disclosure standards for new economy firms would be of benefit in meeting these needs.  Healy & Palepu (1995) describe the case of CUC International, in which audited information (capitalised marketing expenses) was not considered reliable due to the lack of standards to provide a basis for the audit opinion. This suggests the need for reporting standards on all information relevant to users, whether financial or non-financial, in order that the information be provided to the market with an acceptable level of integrity.

The AICPA (1994) found that credibility of reported information was a serious problem, and that there is a role for auditors in improving the perceived reliability of the information provided (Rosenfield, 1994).  From an auditing perspective, this study presents a potential new assurance service opportunity for professional accountants;  namely providing assurance on the variety of voluntarily disclosed financial and non-financial measures which users must presently obtain from unaudited sections of financial reports, or other unreliable sources (Elliott & Jacobson, 1991).

3. Review of Relevant Literature

To provide a theoretical background for the forthcoming analysis, this section provides a review of relevant academic and professional literature on the use, sources and disclosure of relevant information by financial analysts and firms.

3.1 Analysts’ information requirements and sources

The first comprehensive empirical investigation of users’ information needs and disclosure levels was a paper by McNally, Eng & Hasseldine (1982).  The authors investigated “the information needs of decision-makers external to the organisation, and the extent to which these needs are satisfied by current financial reporting practices” (p.11) by surveying stockbrokers and financial editors.  The items which respondents ranked as most important were forward-looking information, summary of past performance, and earnings per share.  The actual level of disclosure of the important discretionary disclosure items by listed manufacturing companies was found to be less than desirable.  In particular, there was a lack of disclosure of forward-looking information.  Profit forecast for the next year, ranked second in importance among users, was not disclosed by any companies in the sample!

Despite such concerns, empirical research was not forthcoming over the following decade.  Of the few studies, Bouwman, Frishkoff & Frishkoff (1987) conducted a verbal protocol analysis of the decision-making processes of financial analysts, finding income statement items, performance ratios, and qualitative information about segments, products and markets to be the key information items used.  Practitioner papers such as Rimerman (1990) argued a growing disparity between users’ information needs and financial statement information being disclosed by firms, in the non-mandatory areas of current-value financial data, forecasts and strategic information.

In a seminal case study by Healy & Palepu (1993) the authors discussed research on voluntary disclosure and explicitly called for research into the types of information which firms voluntarily disclosure, the credibility of these disclosures, and the types of information that are of interest to investors and analysts.

Around this time a second influential study was published concerning the adequacy of corporate disclosures in meeting the needs of analysts.  Lang & Lundholm (1993) analysed a set of Reports of the Financial Analysts Federation Corporate Information Committee (FAF Reports).  These reports are prepared by specialist financial analysts who prepare industry-specific lists of important disclosure items.  Segment data was considered to be among the most important.  The FAF Reports captured analysts’ perceptions of the quality of firms’ disclosure practices in annual reports (which scored about 73%) and quarterly reports (70%).  These results suggest that, while firms are not doing a bad job at disclosure, there is room for improvement in some voluntary areas, such as segment disclosure.  Another empirical investigation of corporate disclosure policy and analyst behaviour (Lang & Lundholm, 1996) found that analysts’ behaviour and performance were influenced by the level of disclosure in annual and quarterly reports, suggesting that these reports are an important source of information for analysts.

Firm, industry and economic information was shown to be important to analyst expertise (Mikhail, Walther & Willis, 1997).  This suggests that such information should be the subject of corporate disclosure.  Identification of the specific types of firm and industry information required by analysts in new and traditional economy industries is thus a priority if firms are to ensure the information needs of users are being met by their disclosures.  Addressing the paucity of detailed empirical evidence, Epstein & Palepu (1999) surveyed 140 sell-side star analysts about the information they need, the sources from which they obtain this information, and how well their needs are being met by existing corporate disclosures.  Among the key findings was that analysts want more information about key business risks and uncertainties, financial liquidity and flexibility, the competitive strategy of significant business units, and corporate strategy, as well as more segment performance data and forward-looking estimates of income statement items.  The top three information sources were private contacts, analyst meetings and annual reports.

The most recent investigation of analysts’ information needs is a study by Abdolmohammadi, Simnett, Thibodeau & Wright (2000).  Their results indicate that financial analysts use a variety of financial, non-financial, forward-looking, historical and industry information in making stock recommendations.  However, the specific types of information are again not identified.

In summary, the literature to date has identified analysts desire not only financial disclosures, but also a variety of segment, forward-looking, strategic, industry and economic information.  However all the studies to date have looked at general categories of information, and the specific valuable information items in these categories remain a mystery.  Whilst it is known that these users obtain their information mainly from private sources such as analyst briefings and from publicly available annual reports, little is known about which particular information items come from which source.  Finally, several studies suggested that for many of the information categories which are important to users, actual disclosure levels lag the desirable levels of disclosure.  There is a pressing need for these deficiencies in the literature to be addressed, in order to promote optimal decision-making by users of financial reports.

3.2 The new economy versus the traditional economy

A subset of literature of interest to this study relates to users’ differing information requirements for firms in new and traditional economy industries.  Elliott (1995) described the limited utility of historical, cost-based, industrial era financial statements in describing information-age assets.  Elliott & Jacobson (1991) called for research into the relationship between the firm-specific, industry and economy information actually used by investors and that supplied in financial statements.  The authors also appealed for management to make voluntary disclosures in financial reports that “fit the information-era model” (p.57), on the basis that not enough is known about how well the current reporting framework actually serves the interests of investors in the information age.

A case study by Healy & Palepu (1995) demonstrated the inability of traditional accounting to communicate the capital value of marketing expenses, in terms of customer acquisition and retention.  Amir & Lev (1996) provide evidence that non-financial information can explain stock prices better than accounting data for independent cellular telephone companies (new information economy firms) over the period 1984-1993.  They note that financial indicators are ill-equipped to provide relevant information in emerging high-tech industries characterised by high investments in intangibles, thus providing industry-level incentives for voluntary disclosure of relevant non-financial information.

With the growth in new economy firms, increased profile has been afforded to the role of information assets such as intellectual capital (Edvinsson & Malone, 1997) and non-financial measures such as customer satisfaction (Ittner & Larcker, 1998) as performance indicators.  In a parallel but opposite trend, many studies report the declining relevance of earnings and financial data for users in recent decades (Lundholm & Myers, 2000; Francis & Schipper, 1999; Ely & Waymire, 1999).  Frankel, Johnson & Skinner (1999) reported that firms which voluntarily disclose additional information via conference calls are more likely to be in high-tech industries (where the presence of conference calls proxies for high information asymmetry and an incentive to voluntarily disclose information).  All of this evidence points to the inadequacy of the current reporting framework in meeting the information needs of users in the new economy.

Most recently, Abdolmohammadi et al. (2000) investigated the differing information needs of users in the new economy versus the traditional economy.  They found that financial analysts in new economy industries use significantly more non-financial information than financial analysts in traditional economy industries, when making stock recommendation reports.

In summary, the results from the set of prior studies suggest that the information needs of users of financial reports in this industry sector are different to those of users 

in traditional sectors and are not being met by the existing reporting framework.  Although it is suggested that voluntary disclosures can compensate for deficiencies in the regulatory reporting framework, there is a lack of empirical evidence as to whether this is occurring. It is important that research address these issues, in the present climate of rapid growth in new economy firms.

3.3 Professional and regulatory reports

The issue of what information is required by users to make appropriate and informed decisions has long been contentious, and predates the new economy era.  In 1994 the American Institute of Certified Public Accountants (AICPA) published a comprehensive model of business reporting as part of a report by the Special Committee on Financial Reporting, entitled Improving Business Reporting–A Customer Focus: Meeting the Information Needs of Investors and Creditors.  The model indicates the committee’s findings as to the broad types of information required by users of financial reports.  In addition to requirements for financial data, areas such as forward-looking information, opportunities and risks, segment data, non-financial data and non-recurring items were all cited by users as categories in which they desire more forthcoming disclosures by firms.

The AICPA model of information items required by users provides the conceptual underlay for the analysis performed in the present study.  Since this paper investigates users’ information needs from the perspective of financial analysts, two additional categories have been added to the framework to reflect the manner in which analysts use information.  The two new categories are analysts’ interpretations of information items (the information processing stage, category F) and analysts’ conclusions based upon their analysis of the relevant information (category G).  The modified AICPA (1994) framework employed in this study is illustrated in Figure 1.

Figure 1

Types of Business and Industry Knowledge Used by a Financial Analyst
	
	CATEGORY
	ELEMENT

	A
	Financial and Non-Financial Data
	1. Information: Financial statement information, including all required and non-required disclosures.

2. Information: Non-financial measures of performance, including comparative segment disclosures of non-financial information.   

	B
	Management’s Analysis of Financial and Non-Financial Data
	3. Information: Includes all historical analysis completed by management about financial and non-financial measures of performance

	C
	Forward-Looking Information
	4. Information: Includes forward-looking strengths, weaknesses, opportunities and risks of the company, not attributed to management.

5. Information: Includes management’s plans or forward-looking information, including critical factors of success.

6. Information: Includes all of the analysts’ forward looking estimates of financial and quantifiable non-financial measures of performance. 

	D
	Information About Management and Shareholders
	7. Information: Includes any detailed information about directors, management, shareholders, and related parties.

	E
	Background Information About the Company and Industry
	8. Information: Includes information about firm strategies that have already been implemented.  

9. Information: Includes all historical descriptions about the company, including discussions about scope and description of business and divisions.

10. Information: Includes all information about industry-wide and economic trends that will impact upon the company.

	F


	Analysts’ Interpretations


	11. Information processing: Comparison of actual financial performance measures to prior results and estimates.
12. Information processing: Comparison of actual non-financial performance measures to prior results and estimates.
12a. Information processing: Other information processing performed by analysts.

	G
	Analysts’ Conclusions
	13. Conclusion: Analysts’ recommendations (e.g. buy, hold, sell).
14. Conclusion: Analysts’ other conclusions (e.g. “we are encouraged by the quarter’s results”).


The FASB is currently conducting a Business Reporting Research Project (FASB, 2000).  One of three main objectives of this project is to “Study present practices for the voluntary disclosure of certain types of business information that users of business reporting find helpful in making their investment decisions”.  Voluntary disclosures via a broad range of sources are being considered, including annual reports, 10-K and 10-Q disclosures to the Securities and Exchange Commission (SEC), press releases and analyst conference calls.  The specific types of disclosures being investigated are those which fall under the five categories identified in the AICPA’s comprehensive model (1994).  To date the project has investigated disclosures across firms in eight industries, including Automobiles, Computer Systems and Textile & Apparel, and the findings are expected to be presented in late 2000.

In February 2000 the AIMR published the results of its Corporate Disclosure Survey of portfolio managers and securities analysts.  These users’ top information sources were senior corporate executives (74% considered this a very important information source) and annual reports (71%).  The areas in which the greatest deficiency existed between importance of the information and the quality of disclosure were extraordinary items, segment-specific information, forward-looking information and off-balance sheet assets or liabilities.  However, caution is advisable in interpreting these results, due to the low response rate of just 14%.

From this review of the range of academic and professional literature on the information needs and sources of users and on corporate disclosure of this information, it emerges that both the desirable and actual information types may be influenced by the type of industry in which a firm operates.  Based on these ideas, specific hypotheses were developed to test the differential nature of new and traditional economy firms.

4. Development of Testable Hypotheses

As described earlier, the emergence of the new economy has called into question the relevance and appropriateness of the existing financial reporting framework when applied to these information-based firms.  Financial industry practitioners argue that traditional metrics such as price–earnings ratios work best with traditional businesses, rather than with emerging technology-intensive internet businesses (Miller, 1999), for whom non-financial indicators may provide a more useful measure of performance.

Abdolmohammadi et al.. (2000) note that “Prior research (e.g. Ittner and Larcker, 1996, Amir and Lev, 1996, Edvinsson and Malone, 1997) suggests that non-financial factors are of greater importance in industries in which the key success factors are related to intangibles such as patents, copyrights, and intellectual property.”  The non-financial measure of customer satisfaction was found to be economically relevant in the stock market, and to be a leading indicator of financial performance, for a major telecommunications firm (Ittner & Larcker, 1996).  Amir & Lev (1996) provide evidence that non-financial information explains stock prices better than accounting data, for independent cellular telephone companies over the period 1984-1993.

Given the suggested utility of non-financial measures in the case of new economy firms, Healy & Palepu (1993) propose that superior financial analysts will incorporate non-financial factors into their judgement process when evaluating a firm’s performance.  However since the existing financial reporting framework was designed to suit the demands of users in a traditional economy era, the efficacy of non-financial measures for firms in traditional industries is likely to be inferior to that for firms in the new economy.  This leads to the first hypothesis:

H1:
Analysts of firms in new economy industries will reference a greater proportion of disclosures that are non-financial in nature than analysts of firms in traditional economy industries, in their stock recommendation reports.

This hypothesis is designed to test for differences in the levels and types (financial or non-financial) of disclosures desired by users of financial reports (measured as information use by financial analysts) in new and traditional industries, thus addressing the first component of the research question outlined in section 2.

Further, “[p]ractitioners argue that, while historical accounting may have worked well in the industrial era, it does not provide useful measures in the new information economy” (Lundholm & Myers, 2000).  It is suggested that, frustrated by the inappropriateness or ineffectiveness of traditional financial reports in communicating their performance, new economy firms may make increased use of non-mandated disclosures of relevant information to stakeholders.  Given the greater informativeness of non-financial indicators for firms in the new economy, such firms are likely to focus on non-financial voluntary disclosures to communicate their performance.  This leads to the second hypothesis:

H2:
Of the set of useful non-financial information items which are referred to by analysts, a greater proportion will be disclosed by firms in new economy industries than by firms in traditional economy industries, in their annual and quarterly reports.

This hypothesis is designed to test for differences in the levels and types (financial or non-financial) of actual disclosures in the financial reports of firms in new and traditional industries.  This addresses the second component of the research question outlined in section 2.  The research method employed in testing the two hypotheses will now be described.

5. Research Method

The research was conducted in two stages.  In the first stage, which led to the testing of hypothesis 1, the set of information items desired by users of financial reports in new and traditional economy industries was identified and described.  In the second stage, which led to the testing of hypothesis 2, the subset of these desirable information items which firms disclose in their annual or quarterly reports was identified.  Each stage of the research will now be described in turn.

5.1 Information items desired by users of financial reports in new and traditional industries

The first stage of the research involved identifying the set of information items which users consider useful and important in decision-making.

Analysts were chosen as the group of financial report users under study because they are a large and active user group, and representative of a broader set of financial report users.  They both act on behalf of and are relied upon for information by that other significant user group, investors (both current and potential) (see Healy & Palepu, 1993).  Consistent with prior literature, analysts are an important and influential user group (e.g. Hirst et al., 1995; Gleason & Lee, 2000; Healy & Palepu, 1993, p.7) and have been commonly studied in relation to users’ information needs (Abdolmohammadi et al., 2000; Epstein & Palepu, 1999).

In the United States financial analysts are required to publish quarterly stock recommendation reports.  These reports act as an explanation and justification of analysts’ stock recommendations (for example: buy, hold, or sell) and contain details of the rationale behind their decision to make a particular investment recommendation, including the information inputs considered by the analyst, the processing of that information, and the resulting conclusions drawn which lead to the recommendation.  The reports are extremely detailed and widely circulated, and hence highly reliable.  A sample of sixty (60) sell-side financial analysts’ quarterly stock recommendation reports from 1999 comprised the sample set for this study.  The reports were obtained from the reputable and oft-cited First Call database.  All reports were for U.S. companies, and details of the sixty reports are contained in Appendix 1.

Thirty of the reports related to firms in the new economy (fifteen reports from the Internet industry and fifteen reports from the Telecommunications & Network Equipment industry).  Firms in these industries are likely to be hi-tech, information-based organisations with substantial intangible assets such as intellectual property, as befits the description of new economy firms.  Thirty reports related to firms in the traditional economy (fifteen reports from the Auto & Auto Parts industry and fifteen reports from the Textile & Apparel industry).  Firms in these industries are engaged in traditional manufacturing activities and have substantial tangible assets, in line with conceptions of the traditional economy.  The choice of industries is also consistent with the FASB’s current research project, which is investigating (inter alia) the Computer Systems, Automobiles, and Textile & Apparel industries (FASB, 2000).

Since the analysts’ reports are comprehensive descriptions of the decision-making processes of financial analysts, the set of information items described by analysts in the reports can be said to constitute the desirable information set which analysts require to make optimal stock recommendations.  In order to identify the general types of information analysts consider useful in making stock recommendations, therefore, an analysis of the content of these stock recommendation reports was undertaken as follows.

A graduate assistant was employed to parse each analyst report into separate lines, with each line containing an information input, information processing step or conclusion of the analyst.  Each of these parsed lines was then coded by the researcher into one category and element of the conceptual framework described in section 3.3 (see Figure 1).  A research assistant second-coded eight of the reports as a consistency check and inter-rater agreement was high, providing added confidence in the results of the coding process (consensus was 88.7% at the category level and 87.2% at the element level, after discussion between the coders).  Results of the coding are presented in Table 1, for the new economy (NE) and the traditional economy (TE).

Analysis of the coding of the sample of 60 analyst reports revealed that some categories of information were referred to by analysts more commonly than others in making their stock recommendations.  Unsurprisingly given the historical tradition of financial statement analysis with its roots in the long-standing traditional economy industries, the information items most commonly referred to by analysts in both the new and traditional economy were financial statement and related items (element A‑1).  These accounted for 804 (23%) of the items in analyst reports for new economy firms and 937 (31%) of the items in analyst reports for traditional economy firms.  Non-financial measures made up 230 (7%) of the items in reports for new economy firms and 69 (2%) of the items in reports for traditional economy firms.  Category C (forward-looking information about the company and management’s plans) and category E (historical background about the company, its strategies, industry and the economy) information items were also well-used by analysts in both new and traditional economy reports.

Table 1

Aggregate Results of Coding
	
	Number and Percentage Usage of Element

	Element
	NE
	TE
	Total

	A-1
	804 (22.6%)
	937 (31.4%)
	1741 (26.6%)

	A-2
	230 (6.5%)
	69 (2.3%)
	299 (4.6%)

	B-3
	99 (2.8%)
	34 (1.1%)
	133 (2.0%)

	C-4
	220 (6.2%)
	171 (5.7%)
	391 (6.0%)

	C-5
	207 (5.8%)
	155 (5.2%)
	362 (5.5%)

	C-6
	408 (11.5%)
	364 (12.2%)
	772 (11.8%)

	D-7
	4 (0.1%)
	1 (0.0%)
	5 (0.1%)

	E-8
	100 (2.8%)
	69 (2.3%)
	169 (2.6%)

	E-9
	375 (10.5%)
	235 (7.9%)
	610 (9.3%)

	E-10
	176 (5.0%)
	137 (4.6%)
	313 (4.8%)

	F-11
	434 (12.2%)
	532 (17.9%)
	966 (14.8%)

	F-12
	78 (2.2%)
	35 (1.2%)
	113 (1.7%)

	F-12A
	45 (1.3%)
	45 (1.5%)
	90 (1.4%)

	G-13
	81 (2.3%)
	50 (1.7%)
	131 (2.0%)

	G-14
	209 (5.9%)
	96 (3.2%)
	305 (4.7%)

	N/A
	85 (2.4%)
	51 (1.7%)
	136 (2.1%)

	TOTAL
	3,555 (100.0%)
	2,981 (100.0%)
	6,536 (100.0%)


The results are consistent with prior research, which has found that analysts and other users find certain types of information important in addition to those required by the financial reporting framework.  These include forward-looking information (see Epstein & Palepu, 1999; Rimerman, 1990; McNally et al., 1982), information about company strategy and risks (Epstein & Palepu, 1999; Rimerman, 1990), and industry and economic information (Simnett & Wright, 2000; Mikhail et al., 1997).

Whilst all the information categories in the AICPA (1994) framework which analysts commonly use are of interest, category A was the most frequently cited.  Consistent with suggestions from prior research and practitioners about the changing relevance of financial and non-financial items with the emergence of the new economy, this category was chosen for further analysis.  The aim was to identify the specific A-1 and A-2 information items being used by analysts when studying new and traditional economy firms, furthering the research objective of uncovering the level and type of information items required by users of financial reports.

The process was as follows.  Three reports from each of the four industries (12 reports in total) were initially analysed on a test basis to create classification templates for the breakdown of category A-1 and A-2 information.  All reports were then coded using the templates, with additional information items added progressively to the templates as they arose.  For example, for element A-1 each of the 60 reports was individually examined and all the lines coded A-1 identified.  For each line coded A-1, the specific information input(s) cited by the analyst which had resulted in the A-1 coding were identified.  As each new input was identified, it was added to the classification template.  The process was repeated for element A-2.  The final template for financial (A-1) information items is presented in Appendix 2, and for non-financial (A-2) information items in Appendix 3.

Where more than one input was present in a line coded A-1 or A-2, all relevant inputs were separately classified and were recorded as separate data points in the data collection phase.  This resulted in a greater number of data points than lines initially coded into the A-1 category.

In the data collection phase, each data point for each analyst report was counted and the totals recorded in the classification tables (Appendices 2 and 3).  As well as identifying the specific item of information for each data point (e.g. ‘product line revenues’ or ‘sales mix’), the following characteristics were recorded.  Firstly, it was determined whether the information input (data point) was an actual piece of information which the analyst had obtained, from any source, or alternatively, whether the analyst was using his or her estimate of the relevant piece of information in order to make their stock recommendation.  Secondly, the data point was classified according to whether disclosure of the information in the analyst’s report was qualitative or quantitative in nature.  To be classified as quantitative, a definite figure must have been stated in the analyst report, not merely referred to by name (for example, “revenue of $87 million” would be considered quantitative, but “revenues were high” would be a qualitative statement).  Thirdly, each data point was classified as either current or prior, according to whether the information item being considered related to the current period (i.e. the quarter to which the analyst report related) or to a previous period.

Data was collected separately for each firm in the new economy and the traditional economy, to enable comparison of the differential information sets used by analysts of firms in new and traditional industries.

5.2 Disclosure of information items desired by users in annual and quarterly reports

Having identified the specific levels and types of financial and non-financial information which users (financial analysts) of financial reports desire, the second stage of the research, which led to the testing of hypothesis 2, investigated the sources from which analysts potentially obtain the desired information.

Specifically, each data point identified in the first stage from analysts’ quarterly reports was traced back to identify whether it was disclosed in the company’s annual or quarterly reports for the corresponding quarter.  If analysts are relying upon information which is not disclosed in the firm’s audited financial report, there are important implications for standard-setters and assurance providers regarding the quality of the voluntary disclosures being made.

Annual and quarterly reports were chosen as the reporting mechanism for study because they are the primary summary communication medium by which companies communicate their performance to investors and other interested parties.  Epstein & Palepu (1999) found that annual reports were considered by financial analysts to be a significant source of information about companies.  In fact annual reports were ranked as the third most important information source after private contacts and analyst meetings – both of which are private information sources.  Frankel et al. (1999) provide evidence that investors do not have equal access to the information provided during corporate earnings conference calls.  Rippington & Taffler (1995) show that “the annual report and accounts provides the most information value” (abstract).  Hence annual reports are the primary publicly accessible communication mechanism by which companies communicate their performance to stakeholders.

Epstein & Palepu (1999, p.52) note that “[a]nnual reports are the most widely used and lowest-cost medium of communication between a company and the external world”.  Thus it is of primary importance from a public interest perspective that the information which users (including analysts and investors) require to make their investment decisions is disclosed, and subjected to audit, in the financial report.

In the U.S. annual and quarterly reports are required to be filed with the SEC.  Full annual and quarterly reports for the sample of firms under study were obtained from the Edgar Online database, an established and reliable source which publishes firms’ SEC filings.  Figure 2 describes the annual and quarterly filings which were investigated in this study.

As explained, an attempt was made to trace each data point, identified earlier from the analysts’ quarterly stock recommendation reports, back to the corresponding quarterly or annual filing with the SEC.  Reports for two firms, Nortel Networks (new economy) and Copper Tire & Rubber (traditional economy) were not available on the database, and were dropped from the sample for this stage of the research.

Figure 2

Annual and Quarterly Reports Filed with the SEC
	Annual Reports

	10-K
	An annual report which provides a comprehensive overview of the company for the past year. The filing is due 90 days after the close of the company's fiscal year, and contains such information as company history, organization, nature of business, equity, holdings, earnings per share, subsidiaries, and other pertinent financial information. 

	10-K/A
	Amendment to a previously filed 10-K.

	10-K405
	An annual report which provides a comprehensive overview of the company for the past year. The Regulation S-K Item 405 box on the cover page is checked.

	10-K405/A
	This filing is an amendment to a previously filed 10-K405.

	Quarterly Reports

	10-Q
	A quarterly report which provides a continuing view of a company's financial position during the year. The filing is due 45 days after each of the first three fiscal quarters. No filing is due for the fourth quarter.

	10-Q/A
	Amendment to a previously filed 10-Q.


Source: Edgar Online (http://www.edgar-online.com/formdef.asp)

The second stage of the research was thus designed to test for the presence or absence of disclosure of useful information items, as well as the industry-wide levels of disclosure and types of disclosures (financial and non-financial) being made by firms in annual and quarterly reports.  The results of stage one and stage two of the research will now be presented.

6. Results

6.1 Financial (A-1) information

The first set of results relates to financial information items used by, and hence useful to, analysts in their quarterly stock recommendation reports.  Summary results for element A-1 information items are presented in Table 2.  For an even more detailed breakdown, the complete classification table is presented in Appendix 2.  Over 97% of data points mentioned by analysts in both new and traditional industries were actual items, suggesting that if they are unable to gain desired information from audited reports they still have recourse to other sources, such as private contacts and analyst meetings (Epstein & Palepu, 1999), and need not resort to estimation.  84% of 

Table 2

Breakdown of Financial Information in Analysts’ Reports
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new economy items related to the current period (as opposed to prior quarters), compared with 79% for traditional economy items.  63% of A-1 items were referred to quantitatively by analysts in traditional industries, compared with just 53% for the new economy, suggesting analysts of information-based firms display lesser attention to financial indicators.

From the table it is clear that a greater number of analysts use financial information cues when developing their stock recommendations for traditional economy firms, than for new economy firms.  These analysts however refer to a similar number of financial information items.  Of the 56 financial information items identified in Table 2, 53 are referred to by at least one analyst for traditional economy firms, and 51 are referred to for new economy firms.

The types of financial cues cited by analysts differ between new and traditional economy firms.  The primary information items referred to for the new economy are concerned with total or segment revenues, earnings per share, gross margin, cash, sales and marketing expenses, and customer profitability measures.  For the traditional economy, earnings per share, total or segment revenues, gross and operating margins, and total profits are the information items cited by the greatest number of analysts.

A number of information items exhibit notable differences in analyst interest between new and traditional economy firms.  For new economy firms customer costs and profitability, product line revenues and cash are used by a great deal more analysts than for traditional economy firms.  Many of these items are not required disclosures.  More conventional measures including total profit or loss, operating margin and S,G&A expenses are preferred by analysts of traditional economy firms; these items are required under the existing financial reporting framework.  This provides evidence of the greater utility of existing reporting requirements in meeting the needs of users in the traditional economy.

The above discussion has canvassed the study’s results regarding analysts’ use of desired financial information items in their quarterly stock recommendation reports.  Turning now to the second stage of the analysis, the number and percentage of these items which are actually disclosed in firms’ annual or quarterly reports is presented in Table 2.  Discussion of the results will focus on the information items most important to users, as it is for these items that there are important implications regarding voluntary disclosure, and a potential demand for mandatory reporting.

In the new economy the overall rate of disclosure of financial information desired by analysts was fairly low, at 59%.  Gross profit margin and segment information, including product line and operating division revenues, were disclosed little more than half the time, despite these being some of the most important information items for analysts.  The greatest deficiency was found in the important areas of accounting rules and policies (33% disclosure) and customer costs and profitability (for which just 20% of information used by analysts could be sourced to annual or quarterly reports).  The overall disclosure level in the traditional economy was 61%.  Again disclosure of segment revenues was poor, under 40% for both regional and product line revenues, as was revenue growth information.  Other notable important information items for which disclosure was poor included operating margin (a paltry 12% disclosure) and accounting rules and policies (42%).

6.2 Non-financial (A-2) information

Moving now to non-financial information items used by, and hence useful to, analysts in their quarterly stock recommendation reports, summary results for element A-2 information items are presented in Table 3.  For an even more detailed breakdown, the complete classification table is presented in Appendix 3. Over 94% of data points mentioned by analysts in both new and traditional industries were actual items, as opposed to analysts’ estimates.  85% of new economy items related to the current period (as opposed to prior quarters), compared with 72% for traditional economy items.  57% of items were referred to quantitatively by analysts in traditional industries, compared with 60% for the new economy, suggesting analysts of information-based firms display greater attention to non-financial indicators.

Table 3

Breakdown of Non-Financial Information in Analysts’ Reports
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From the table it is clear that a greater number of analysts use non-financial information cues when developing their stock recommendations for new economy firms, than for traditional economy firms.  These analysts also refer to a greater number of non-financial information items.  Of the 25 non-financial information items identified in Table 3, 22 are referred to by at least one analyst for new economy firms, whereas only 12 are referred to for traditional firms.

The types of non-financial cues also differ between analysts of new and traditional economy firms.  In the traditional economy the focus is almost exclusively on product line information, whereas analysts of firms in the new economy are concerned with a mix of information about customers and products, along with various other non-financial indicators.  The primary information items for the new economy are concerned with number and growth of customers, the mix of products and market share, as well as the number of days’ sales outstanding.  For the traditional economy, the volume of product produced and sold and number of employees are the information items cited by the greatest number of analysts.

The above discussion has canvassed the study’s results regarding analysts’ use of desired non-financial information items in their quarterly stock recommendation reports.  Turning now to the second stage of the analysis, the number and percentage of these items which are actually disclosed in firms’ annual or quarterly reports is presented in Table 3.  The discussion will again focus on those information items which are most important to users, in order to identify areas for improvement in the current reporting system.

Overall disclosure levels for non-financial information were lower than for financial information, at 42% for the new economy and 44% for the traditional economy, no doubt influenced by a much lower proportion of mandatory disclosure requirements than for financial information items.  For the new economy, whilst disclosure of the number of customers was good (71%), the significant forward-looking indicators of growth in customers (45%) and number of new customers (just 8%) were poorly disclosed, as was market share information (17% disclosure).  In the traditional economy the areas of greatest deficiency were volume of product produced and sold (29% and 30% disclosure respectively) and number of employees (40%), although due to the small number of items referred to by analysts in this category (just 45) the results should be interpreted with caution.

6.3 Results of hypotheses testing

Hypothesis 1 stated that “Analysts of firms in new economy industries will reference a greater proportion of disclosures that are non-financial in nature than analysts of firms in traditional economy industries, in their stock recommendation reports.”

To formally test the first hypothesis a test of difference in proportions was performed, to determine whether the proportion of non-financial items cited by analysts to total financial and non-financial (A-1 plus A-2) items cited by analysts was significantly higher for the new economy than for the traditional economy.  The figures on which the analysis was conducted are reported in Table 1.  Note that information categories B to E were not incorporated into this analysis; the test was purely one of financial versus non-financial information.  A one-sided test at the 99% level found that the proportion of non-financial information for new economy firms was significantly larger than for traditional economy firms (z = 9.82 > Z​0.01 = 2.33).  A 99% confidence interval was constructed and revealed that analysts of new economy firms refer to non-financial information between 11.47% and 19.29% percentage points more often than analysts of traditional firms.  These results strongly support hypothesis 1.

Support for H1, combined with the low proportion of firms actually disclosing many of the important non-financial items required by analysts, indicates a need for regulators to consider alternative reporting requirements for information-based firms, which will provide the non-earnings information required by users for decision-making purposes.

The paper also contributes to theories of voluntary disclosure at the industry or economy level by investigating how industry and information type combine to produce incentives for voluntary disclosure.  To this end, hypothesis 2 stated that “Firms in new economy industries will disclose a greater proportion of analysts’ desired disclosures that are non-financial in nature than firms in traditional economy industries, in their annual and quarterly reports.”

Under the current U.S. financial reporting regulations, disclosures of non-financial information are rarely mandated.  Unlike the case of financial (A-1) information, in which voluntary financial disclosures may be swamped by the volume of established mandatory disclosures, category A-2 presents an opportunity to conduct a more pure test of voluntary disclosure in new and traditional economy firms, at the industry level.  This type of study should be distinguished from the sophisticated body of work which considers voluntary disclosure from the microeconomic, agency perspective of individual managers (see for example Verrecchia, 1990).

As with the first hypothesis, a test of proportions was performed to formally test hypothesis 2.  From Table 3, the analysis was designed to test whether the proportion of analysts’ desired non-financial information which was disclosed by new economy firms was significantly greater than the proportion disclosed by traditional economy firms.  A one-sided test at the 90% level found no significant difference between the two proportions (z = -0.31 < Z0.10 = 1.28).  Since a variety of disclosures that were recorded as separate observations in Appendix 3 (for example segment data on customers and products) were amalgamated into one disclosure for reporting in summary Table 3, the test of proportions was re-run on the comprehensive sample described in the aforementioned Appendix.  Again, no significant difference was found at the 90% level.  Hypothesis 2 was therefore rejected.

6.4 Comparison of results to prior literature

The results presented above are consistent with those obtained in a range of prior studies using a variety of different methodological approaches.  For both the new and traditional economy analysts, segment information, in particular revenues from regional, operating division and product line segments, was highly cited and important information.  This is consistent with the results of Lang & Lundholm (1993), who found that segment data is considered among the most important information items by expert subcommittees of industry specialist analysts. The AIMR (2000) found disclosure of segment information to be less than adequate, and in their recent survey Epstein & Palepu (1999) found that financial analysts are eager to see greater disclosure of segment data in order to meet their information needs.  The moderate levels of disclosure of segment revenues and margins in Table 2 indicate an opportunity for progressive firms to voluntarily improve their disclosure practices.

Amir & Lev (1996, p.17) note that the “accounting measurement and reporting system is ill-equipped to provide value-relevant information in emerging high-tech industries … These industries are characterized by heavy investment in intangibles, such as R&D … and by substantial spending on the development of customer-base and market share”.  The results in Tables 2 and 3 support this claim empirically, as R&D, customer information and market/customer share are cited by more analysts for new economy fims than for traditional economy firms.

Finally, it was noted earlier that the results obtained in Table 1 (section 5.1) were consistent with prior research, which has found that analysts and other users find certain types of information important in addition to those required by the financial reporting framework.  These include forward-looking information (see Epstein & Palepu, 1999; Rimerman, 1990; McNally et al., 1982), information about company strategy and risks (Epstein & Palepu, 1999; Rimerman, 1990), and industry and economic information (Simnett & Wright, 2000; Mikhail et al., 1997).

7. Conclusion and Implications

This study adds to our understanding of the phenomenon known as ‘new economy’ firms by investigating the relationship between users’ information needs and firms’ (often) voluntary information disclosures, in the context of both new and traditional economy industries.  The results shed light on recent debates over the value-relevance of reported information (see Lang & Lundholm, 2000) by describing the information set used by financial analysts, a significant user group, in making buy-sell recommendations; and by testing the adequacy of existing reporting practices in meeting these users’ information needs.

The results showed that analysts use significantly more non-financial information in reports on new economy firms than in reports on traditional economy firms, demonstrating the heightened importance of non-financial measures for such firms.  For the new economy financial information such as segment revenues, cash and customer profitability, and non-financial information such as number of customers and product range, were found to be the most important to users.  Revenues, margins and profits were the key financial measures in the traditional economy, and volume of product the major non-financial indicator.  There was no difference between the overall proportion of non-financial items disclosed by firms in new and traditional industries.  However the overall levels of disclosure were low; even in areas common to both industry groups, including segment information, operating margins, customer information, and accounting rules and policies.

These results are of interest to financial analysts, by providing greater insight into their collective use of reported and non-reported information, and to firms desirous of improving their voluntary disclosure practices to better meet the needs of users.  Epstein & Palepu (1999, p.51) call for increased reporting to meet “pressing investor needs for improved quality and quantity of corporate disclosures” and the present results support this claim.  Since voluntary disclosures by firms are only going part of the way to meeting the needs of new economy users, there is a need for industry-specific reporting requirements in areas such as customer information (both financial and non-financial) and product or service information (primarily non-financial).  Whilst large investors have access to a variety of private information sources, including private contacts and analyst briefings, the market generally will suffer from information asymmetry where this information is not disclosed publicly.

In addition to ensuring users are supplied with the information they require to make optimal investment decisions, requiring firms to report relevant non-financial information ensures the information supplied is of acceptable quality and reliability.  Healy & Palepu (1995) suggested that accounting reports are not always effective in investor communication, citing the example of CUC International in which the company’s capitalisation of marketing expenses was not accepted by investors due to doubts about sign up and renewal rates of members.  Although “independent auditors and accounting regulations help resolve this problem”, the support of the company’s accounting policy by both auditors and the SEC was ineffective “since there were no accounting standards on the topic to provide a basis for the audit opinion and the SEC decision” (p.122).  Boyd (2000, p.20) notes that there are “plenty of traps for investors in new-economy stocks, not the least of which is the lack of uniformity in accounting policies”.  This suggests the need for reporting standards on all relevant disclosures, both financial and non-financial, in order that the information be provided to the market with an acceptable level of credibility.

The AICPA (1994) found poor credibility of reported information to be a serious problem and outlined the role for auditors in improving the perceived reliability of the information provided.  At present users are often “forced to rely on presentations that may be oral, unaudited and impressionistic” (Elliott & Jacobson, 1991, p.55).  An opportunity now exists for auditors to provide assurance on various financial, and a vast array of non-financial, indicators such as customer and product information.

The results of this study should be interpreted with regard to the following limitations inherent in the analysis.

The first limitation relates to the lack of a direct link between the information analysts use and its disclosure in firms’ annual or quarterly reports.  The study identifies information items used by analysts, and whether these items are disclosed in firms’ corresponding reports; however it cannot be concluded that where this is the case, the analyst has and will obtain such information items from these reports rather than from some alternative source.  This link may be imputed, however, since it is logical that where users can obtain information from the publicly accessible annual or quarterly report they will not need to take the trouble of making further enquiries.  That analysts will consult these reports in the first instance is supported by a number of studies which confirm the importance placed on annual reports by users (see Epstein & Palepu, 1999; Lang & Lundholm, 1996).

Secondly, whilst sixty separate analyst reports were chosen as the sample in this study, by necessity some of the analyst reports (14 of the 60) related to the same quarter for the same firm.  These repeat observations mean the figures reported in Tables 2 and 3 and Appendices 2 and 3 may not necessarily be recording the number of unique information items used and disclosed – there may be some ‘double counting’ in the results.

Finally, the sample of 60 analysts’ quarterly stock recommendation reports was not evenly spread across the four quarters of the year.  There were more reports for the third and fourth quarters than for the first and second, especially for the new economy sample.  Such an uneven distribution ignores the possibility of systematic differences in the information desired by analysts or disclosed by firms in different quarters of the year.  If there are such systematic differences, the results may be biased towards the types of information and disclosures found in the third and fourth quarters.  It is also possible that the observed difference in non-financial information between the new and traditional economy (hypothesis 1) could be partially explained by sample differences, in terms of the number of early-year or late-year reports for the new versus the traditional economy samples.  Since access to the ideal sample was not possible, namely equal numbers of reports for each quarter for each industry sector (new and traditional economy), this remains an inherent limitation of the analysis.

Two key issues arise from this study which are worthy of future research attention.  The first relates to this study’s concentration on financial and non-financial information disclosures.  In this study it was not feasible to separate out the mandatory disclosures made by firms from the voluntary disclosures.  Investigating purely the voluntary disclosures can provide a more interesting and meaningful interpretation of the nature of the new economy, whereby the inappropriateness of the existing reporting framework leads firms to voluntarily disclose relevant and useful information to users.  The second issue is that this study considered in detail only the financial and non-financial elements (elements A-1 and A-2) of the AICPA’s comprehensive model of business reporting.  Prior research such as Epstein & Palepu (1999) has suggested that users also desire a variety of forward-looking information (category C) and industry information (category E) which companies are not presently disclosing.  A more detailed analysis of the types of information comprehended by these categories, and of the deficiencies in disclosure of these categories of information, would contribute to a more complete understanding both of the full range of information types required by users in the optimal exercise of the decision-making process, and of areas for reforming the current financial reporting framework to suit the needs of users in the new millennium.
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Appendix 1

List of Sample Companies, Analysts and Investment Firms
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Comprehensive Breakdown of Financial Information in Analysts’ Reports
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Comprehensive Breakdown of Financial Information in Analysts’ Reports
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Effective Tax Rate

1

1

1.00

2

1

0.50

Reporting & Accounting

Rules

1

0

0.00

1

1

1.00

Theories, Policies & Practices

15

5

0.33

12

5

0.42

Implications for Quarter's Results

2

0

0.00

2

0

0.00

Book-to-Bill Ratio

2

0

0.00

0

0

~

ROIC

0

0

~

1

0

0.00

Working Capital

0

0

~

3

1

0.33

Credit Available on Credit Facility

0

0

~

1

1

1.00

Growth of Company (Internal, Organic)

4

1

0.25

3

0

0.00

Synergies From Acquisitions

0

0

~

2

0

0.00

Year-End Adjustments

0

0

~

0

0

~

Key Metrics (General)

2

1

0.50

0

0

~

QUARTER RESULTS

11

11

1.00

11

10

0.91

ANNUAL RESULTS

0

0

~

1

1

1.00

TOTAL

416

224

0.54

518

300

0.58

Key

# Anal

Number of analysts citing this piece of information in reports

# Discl

Number of times analysts' information items are disclosed in 10-K or 10-Q reports

% Discl

Percentage of analysts' information items which are disclosed in 10-K or 10-Q reports

New Economy

Traditional Economy


Appendix 3

Comprehensive Breakdown of Non-Financial Information in Analysts’ Reports
[image: image8.wmf]# Anal

# Discl

% Discl

# Anal

# Discl

% Discl

Customer Information

Total Number

Total Customer Base

15

12

0.80

1

1

1.00

Regional

1

0

0.00

0

0

~

Product or Segment

4

1

0.25

0

0

~

New Customers

Total

11

1

0.09

0

0

~

Regional

1

0

0.00

0

0

~

Product or Segment

3

0

0.00

0

0

~

Repeat Customers

3

1

0.33

0

0

~

Active Users

Total

3

1

0.33

0

0

~

Product or Segment

1

1

1.00

0

0

~

Growth

Total, Organic

9

5

0.56

0

0

~

Product or Segment

3

0

0.00

0

0

~

Regional

1

0

0.00

0

0

~

Time to Add 1 Million Members

1

0

0.00

0

0

~

Attrition Rate (Churn)

4

0

0.00

0

0

~

Product/Service Usage Statistics

2

1

0.50

0

0

~

Av. Daily Service Usage Per Member (Mins)

2

1

0.50

0

0

~

-- Growth (%)

1

0

0.00

0

0

~

Av. Daily Service Usage Per Member (Page Views)

1

0

0.00

0

0

~

No. of Primetime Simultaneous Users

1

0

0.00

0

0

~

Lead Time Before Transacting

2

2

1.00

0

0

~

Age and Experience

1

0

0.00

0

0

~

Customer Satisfaction

1

1

1.00

0

0

~

Customer Share

2

0

0.00

0

0

~

Footprint (Potential Homes Under Contract)

1

0

0.00

0

0

~

No. of Items For Sale

1

1

1.00

0

0

~

Service Levels

1

1

1.00

0

0

~

Per user metrics

1

1

1.00

0

0

~

Per active user metrics

1

0

0.00

0

0

~

Product Line or Service Information

Size or Range (No. of Items)

1

0

0.00

0

0

~

Additions To, Development

2

1

0.50

0

0

~

Mix

4

4

1.00

2

2

1.00

No. of Orders

Total Completed

3

1

0.33

1

1

1.00

Cancelled or Delayed

1

0

0.00

1

0

0.00

Regional

1

0

0.00

1

0

0.00

-- Growth

2

1

0.50

1

0

0.00

Product

1

0

0.00

1

0

0.00

Re-orders, Advance Bookings

0

0

~

2

0

0.00

No. of Auctions

Total

1

1

1.00

0

0

~

Per User

2

0

0.00

0

0

~

No. of Listings

Total

2

0

0.00

0

0

~

Regional

3

0

0.00

0

0

~

Per User

1

1

1.00

0

0

~

No. of Trades

Total

1

0

0.00

0

0

~

Per User

2

0

0.00

0

0

~

Average Daily

1

1

1.00

0

0

~

Volume Sold

Total

2

1

0.50

9

3

0.33

Closeout Pairage

0

0

~

1

0

0.00

Volume Produced

Total

0

0

~

2

1

0.50

Product or Segment

0

0

~

3

0

0.00

Regional

0

0

~

4

2

0.50

No. of Shipments, Deliveries

4

1

0.25

1

1

1.00

In-Time Shipping (%)

1

0

0.00

0

0

~

Market Share

Total

2

0

0.00

1

1

1.00

Product or Segment

3

1

0.33

0

0

~

Regional

1

0

0.00

2

2

1.00

Population Coverage

1

0

0.00

0

0

~

No. of Fibres

Total or Average

1

0

0.00

0

0

~

Active

1

0

0.00

0

0

~

No. of Network Connections

1

0

0.00

0

0

~

Marketing

No. of CDs Mailed

1

0

0.00

0

0

~

Source of New Customers

1

0

0.00

0

0

~

Call Wait Time (Technical and Customer Support)

1

0

0.00

0

0

~

Order Interval, Provisioning Time

2

0

0.00

0

0

~

Time to Profitability

1

0

0.00

0

0

~

New Economy

Traditional Economy



Appendix 3 (continued)

Comprehensive Breakdown of Non-Financial Information in Analysts’ Reports

[image: image9.wmf]# Anal

# Discl

% Discl

# Anal

# Discl

% Discl

Other Information

Days Sales Outstanding

8

4

0.50

0

0

~

No. of Employees

Added

1

0

0.00

2

0

0.00

Reduced

0

0

~

3

2

0.67

Square Footage

0

0

~

3

0

0.00

No. of Stores

0

0

~

2

0

0.00

Capacity Utilisation

0

0

~

1

1

1.00

Weeks' Inventory in Channel

1

1

1.00

0

0

~

Share Market Activity

0

0

~

3

2

0.67

Reporting Rules and Policies

1

0

0.00

1

1

1.00

Payment Terms

0

0

~

1

1

1.00

Governing Charter Requirements

0

0

~

1

0

0.00

Operating Metrics

3

2

0.67

0

0

~

QUARTER RESULTS

1

1

1.00

0

0

~

TOTAL

144

51

0.35

50

21

0.42

Key

# Anal

Number of analysts citing this piece of information in reports

# Discl

Number of times analysts' information items are disclosed in 10-K or 10-Q reports

% Discl

Percentage of analysts' information items which are disclosed in 10-K or 10-Q reports

New Economy

Traditional Economy








� For full details of the FASB’s Business Reporting Research Project see � HYPERLINK http://www.rutgers.edu/Accounting/raw/fasb/project/busreport.html ��http://www.rutgers.edu/Accounting/raw/fasb/project/busreport.html�.
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2

_1036157650.xls
Entire Sample

		Company		Qtr		Analyst		Industry		a.1		a.2		b.3		c.4		c.5		c.6		d.7		e.8		e.9		e.10		f.11.1		f.11.2		f.11.3		f.12.1		f.12.2		f.12.3		f.12a		g.13.1		g.13.2		g.13.3		g.13.4		g.13.5		g.14		??		uncertain		Total

		3Com		3		Lieu, Peter		Telecommunications & Network Equipment		9		1		3		4		2		10		1		0		13		4		6		0		1		0		0		0		0		0		1		0		0		0		5		4		1		65

		3Com		4		Houghton, Patrick		Telecommunications & Network Equipment		26		2		25		4		11		16		0		2		7		2		14		7		0		0		0		0		1		0		2		0		0		0		2		3		2		126

		3Com		4		Slocum, Kevin		Telecommunications & Network Equipment		15		2		3		10		11		6		0		1		7		1		3		5		0		0		0		0		0		0		0		1		0		0		5		3		1		74

		Amazon.com		3		Ries, Dan		Internet		28		7		3		13		36		17		0		11		9		12		9		16		2		1		2		2		0		0		6		0		0		1		20		7		1		203

		Amazon.com		4		Chandler, Dalton		Internet		62		10		15		20		14		32		2		9		25		22		12		7		8		1		0		2		12		0		0		2		0		0		11		2		1		269										> 5%						> 4%

		Amazon.com		4		Fogarty, Timothy		Internet		37		7		1		16		2		21		0		9		10		1		2		9		3		0		0		1		2		2		0		0		0		1		11		3		1		139								Total		NE		OE		Total		NE		OE

		AOL		3		Andrikopoulos, Shaun		Internet		45		17		0		21		1		25		0		9		23		7		5		17		3		5		2		1		4		2		0		0		0		3		24		4		1		219						a.1		X		X		X		X		X		X

		AOL		4		Ehrens, Scott		Internet		33		24		5		4		6		15		0		2		18		15		9		17		0		9		2		2		0		0		3		0		0		1		7		3		1		176						a.2				X				X		X

		AOL		4		Weil, Urlic		Internet		14		5		6		11		10		7		0		4		9		7		8		2		0		0		1		0		0		0		1		0		0		3		4		2				94						c.4		X		X		X		X		X		X

		Borg Warner Automotive		2		Kagay, Greg		Auto & Auto Parts		16		1		4		13		14		16		0		3		11		18		5		2		3		0		0		0		0		0		1		0		0		1		7		5				120						c.5		X		X		X		X		X		X

		Borg Warner Automotive		3		Pak, Michael		Auto & Auto Parts		35		4		1		4		2		3		0		3		5		6		16		15		3		0		0		0		0		2		0		0		0		1		3		0				103						c.6		X		X		X		X		X		X

		Borg Warner Automotive		3		Rivard, Kurt		Auto & Auto Parts		26		0		4		3		6		11		0		3		6		12		9		9		1		0		0		0		1		0		2		0		0		0		1		0				94						e.9		X		X		X		X		X		X

		Broadwing		4		Ott, James		Telecommunications & Network Equipment		15		20		0		3		2		1		0		2		19		1		5		7		1		1		0		0		0		0		0		0		0		0		1		1		1		80						e.10								X		X		X

		Cisco		3		Koffler, Stephen		Telecommunications & Network Equipment		27		6		5		11		7		6		0		5		0		2		12		8		0		0		0		0		1		0		0		0		0		0		2		2		1		95

		Cisco		4		Sockolow, Gina		Telecommunications & Network Equipment		24		2		0		16		2		25		0		5		8		7		3		4		4		1		2		0		0		0		2		0		0		2		6		7				120

		Cisco		4		Szymczak, Luke		Telecommunications & Network Equipment		32		11		8		7		15		21		0		1		11		7		5		5		0		1		0		1		1		0		0		0		0		0		8		0				134

		Copper Tire & Rubber		3		Ludwig, Saul		Auto & Auto Parts		22		3		0		10		9		22		0		0		1		4		3		4		1		2		0		0		4		0		0		0		0		0		3		0		1		89

		Crown Crafts		1		Pickler, Jack		Textile & Apparel		6		1		4		7		2		5		0		0		0		1		2		3		0		0		0		0		0		0		2		0		0		0		5		0				38

		Crown Crafts		3		Hunt, Bryan		Textile & Apparel		31		1		1		11		10		10		0		6		11		1		6		15		2		0		0		1		1		0		0		2		0		0		4		3				116

		Crown Crafts		4		Norwood, Kay		Textile & Apparel		25		0		2		3		5		1		0		3		6		3		3		3		0		0		0		0		0		0		0		2		0		1		5		1				63

		Earthlink		2		Moran, Frederick		Internet		25		10		0		3		8		15		0		2		9		3		5		8		1		2		2		1		0		1		0		0		0		0		9		0				104

		Earthlink		2		Squali, Youssef		Internet		11		8		0		5		1		20		0		3		3		0		3		8		1		2		0		3		1		0		0		0		0		2		10		1		1		83

		Earthlink		3		Powers, Glenn		Internet		13		16		3		3		7		8		0		1		9		31		5		5		0		5		2		0		0		2		0		0		0		0		5		3		1		119

		eBay		3		Fontana, Robert		Internet		14		11		1		10		2		10		0		2		11		0		5		9		0		5		1		1		0		0		6		0		0		1		5		1		2		97

		eBay		3		Ricci, David		Internet		14		9		3		5		7		6		0		3		0		3		3		6		0		0		0		0		1		2		0		0		0		1		9		0		6		78

		eBay		4		Trossman, David		Internet		19		7		0		10		3		9		0		2		5		1		3		4		1		0		0		0		0		0		2		0		0		1		4		1		1		73

		E-Trade		2		Weinstein, Steve		Internet		11		6		1		3		0		13		0		1		5		2		4		9		1		3		2		1		1		3		0		0		0		0		9		3				78

		E-Trade		3		Marks, James		Internet		38		15		0		2		0		10		0		0		3		4		7		10		1		4		1		0		2		0		0		1		0		0		7		1				106

		E-Trade		4		Butler, Timothy		Internet		3		2		0		9		5		10		0		8		24		7		0		0		3		0		0		0		1		1		0		0		0		2		8		0				83

		Federal-Mogul		2		Blaschke, Kenneth		Auto & Auto Parts		35		2		1		13		6		22		0		4		3		12		8		8		9		0		0		0		9		0		0		1		0		0		0		1				134

		Federal-Mogul		4		Brady, Charles		Auto & Auto Parts		17		0		0		4		0		2		0		0		5		3		1		7		0		0		0		0		0		0		1		0		0		1		2		1				44

		Ford Motor		1		Keller, Maryann		Auto & Auto Parts		18		3		0		4		12		10		0		4		2		13		7		6		1		3		0		0		1		0		1		0		0		0		0		1				86

		Ford Motor		2		Merlis, Scott		Auto & Auto Parts		27		2		0		7		8		20		0		1		0		3		5		11		0		0		0		0		2		0		1		0		0		1		0		2		1		91

		Ford Motor		3		Lache, Rod		Auto & Auto Parts		39		3		1		16		3		18		0		1		15		2		1		16		0		0		0		3		1		0		1		0		0		0		5		2		1		128

		General Motors		2		Bradley, David		Auto & Auto Parts		9		0		0		1		2		6		0		0		7		2		4		9		1		0		0		0		3		0		2		0		0		0		4		0				50

		General Motors		4		Bruynesteyn, Michael		Auto & Auto Parts		39		5		2		7		4		15		0		7		4		2		6		13		1		4		0		0		2		0		0		1		0		0		2		0				114

		Johnson Controls		3		Tandross, Ronald		Auto & Auto Parts		25		1		0		3		0		4		0		1		3		1		8		6		2		0		0		0		0		0		0		0		0		0		5		1				60

		Juniper Networks		4		White, Chet		Telecommunications & Network Equipment		13		7		3		0		2		15		0		0		9		4		1		3		0		0		0		1		2		0		2		0		0		1		3		2		1		69

		Lear Corporation		2		Beale Needham, Wendy		Auto & Auto Parts		47		6		4		9		6		48		0		3		19		5		16		6		1		0		1		1		1		0		2		0		0		0		4		7		5		191

		Lear Corporation		2		Ward, Michael		Auto & Auto Parts		24		1		0		2		1		5		0		1		11		7		10		2		2		0		0		0		1		0		0		0		0		0		1		1		1		70

		Lear Corporation		3		Goldstein, Eric		Auto & Auto Parts		48		2		1		14		7		9		0		4		31		9		21		6		0		1		0		0		6		0		2		0		0		1		3		2				167

		Lucent Technologies		2		Crespi, Christopher		Telecommunications & Network Equipment		85		5		2		7		20		3		0		2		43		2		18		11		0		0		0		1		0		0		0		2		0		0		2		3				206

		Lucent Technologies		2		Moreau, Ted		Telecommunications & Network Equipment		44		4		0		4		11		10		0		1		18		6		11		2		3		0		0		1		2		0		0		1		0		4		7		1				130

		Lucent Technologies		3		Wilkes, Robert		Telecommunications & Network Equipment		29		2		4		3		2		5		1		0		5		0		8		2		1		0		0		0		3		0		0		1		0		0		3		0				69

		Nike		1		Telsey, Dana		Textile & Apparel		67		7		0		5		7		7		0		5		3		8		13		4		0		0		0		0		0		0		0		2		0		0		2		0				130

		Nike		2		Aaron, Marcia		Textile & Apparel		65		1		0		7		1		13		0		1		5		4		17		20		0		0		0		0		1		0		0		2		0		0		4		2		1		144

		Nike		2		Eisman Cohen, Dana		Textile & Apparel		16		10		0		13		6		6		0		3		7		12		7		10		0		15		3		0		1		0		0		1		0		1		7		2		1		121

		Nortel Networks		1		Buck, Eric		Telecommunications & Network Equipment		16		1		0		9		1		15		0		4		25		11		3		0		8		0		0		2		0		0		1		0		0		4		1		2				103

		Nortel Networks		2		DiSanza, Charles		Telecommunications & Network Equipment		32		0		5		0		6		16		0		1		9		5		1		7		2		0		0		0		2		0		1		0		0		1		3		0				91

		Nortel Networks		3		Strix, Christopher		Telecommunications & Network Equipment		40		5		2		2		10		25		0		6		15		1		8		14		2		1		0		0		5		0		4		0		0		0		12		1				153

		Philips-Van Heusen		1		Marotta, Steven		Textile & Apparel		28		1		2		5		1		14		0		1		18		2		7		8		0		0		0		0		0		0		2		0		0		0		4		6				99

		Philips-Van Heusen		2		Lewis, Tom		Textile & Apparel		7		2		1		2		2		2		0		0		10		1		0		2		0		0		0		0		0		0		1		0		0		1		2		0				33

		Polo Ralph Lauren		1		Sansbury, Susan		Textile & Apparel		43		3		2		1		10		32		0		8		12		0		17		4		0		1		0		0		6		0		1		0		0		1		4		0				145

		Polo Ralph Lauren		1		Walin, Kimberly		Textile & Apparel		60		2		0		0		4		13		1		5		9		0		22		8		0		0		0		0		2		0		0		0		0		0		7		0				133

		Polo Ralph Lauren		4		Augustine, Christine		Textile & Apparel		76		6		0		1		9		12		0		1		12		1		33		8		0		0		0		0		2		0		0		2		0		0		1		0				164

		Quaker Fabric		2		Baugh, John		Textile & Apparel		29		0		2		1		0		12		0		1		3		3		17		5		0		0		0		0		0		0		2		0		0		0		4		2		1		82

		Tarrant Apparel Group		1		Kraus, Jeanne		Textile & Apparel		12		0		0		2		5		4		0		0		8		2		3		4		0		0		0		0		0		2		0		0		0		0		2		0				44

		Tarrant Apparel Group		1		Rouleau, John		Textile & Apparel		32		2		0		3		5		20		0		0		5		0		14		7		0		0		0		0		1		0		3		0		0		0		4		0				96

		Tarrant Apparel Group		2		Guthrie, Holly		Textile & Apparel		13		0		2		0		8		2		0		0		3		0		1		2		0		0		0		0		0		0		0		0		0		0		1		0				32

		Xircom, Inc.		2		Becklean, William		Telecommunications & Network Equipment		30		8		1		5		3		16		0		4		23		8		3		5		0		0		0		0		4		1		0		0		0		0		6		2				119

		Category Total								1741		299		133		391		362		772		5		169		610		313		463		430		73		67		21		25		90		18		55		21		0		37		305		101		35		6536

		% of Total								26.64%		4.57%		2.03%		5.98%		5.54%		11.81%		0.08%		2.59%		9.33%		4.79%		7.08%		6.58%		1.12%		1.03%		0.32%		0.38%		1.38%		0.28%		0.84%		0.32%		0.00%		0.57%		4.67%		1.55%		0.54%		100.00%

		Inputs > 5%, >4%								X		x				X		X		X						X		x

		Quarter 1		9		Internet		15

		Quarter 2		18		Telecommunications & Network Equipment		15

		Quarter 3		17		Auto & Auto Parts		15

		Quarter 4		16		Textile & Apparel		15





New Economy

		Company		Qtr		Analyst		Industry		a.1		a.2		b.3		c.4		c.5		c.6		d.7		e.8		e.9		e.10		f.11.1		f.11.2		f.11.3		f.12.1		f.12.2		f.12.3		f.12a		g.13.1		g.13.2		g.13.3		g.13.4		g.13.5		g.14		??		uncertain		Total

		3Com		3		Lieu, Peter		Telecommunications & Network Equipment		9		1		3		4		2		10		1		0		13		4		6		0		1		0		0		0		0		0		1		0		0		0		5		4		1		65

		3Com		4		Houghton, Patrick		Telecommunications & Network Equipment		26		2		25		4		11		16		0		2		7		2		14		7		0		0		0		0		1		0		2		0		0		0		2		3		2		126

		3Com		4		Slocum, Kevin		Telecommunications & Network Equipment		15		0		3		10		11		6		0		1		7		1		3		5		0		0		0		0		0		0		0		1		0		0		5		3		3		74

		Amazon.com		3		Ries, Dan		Internet		28		7		3		13		36		17		0		11		9		12		9		16		2		1		2		2		0		0		6		0		0		1		20		7		1		203

		Amazon.com		4		Chandler, Dalton		Internet		62		10		15		20		14		32		2		9		25		22		12		7		8		1		0		2		12		0		0		2		0		0		11		2		1		269

		Amazon.com		4		Fogarty, Timothy		Internet		37		7		1		16		2		21		0		9		10		1		2		9		3		0		0		1		2		2		0		0		0		1		11		3		1		139

		AOL		3		Andrikopoulos, Shaun		Internet		45		17		0		21		1		25		0		9		23		7		5		17		3		5		2		1		4		2		0		0		0		3		24		4		1		219

		AOL		4		Ehrens, Scott		Internet		33		24		5		4		6		15		0		2		18		15		9		17		0		9		2		2		0		0		3		0		0		1		7		3		1		176

		AOL		4		Weil, Urlic		Internet		14		5		6		11		10		7		0		4		9		7		8		2		0		0		1		0		0		0		1		0		0		3		4		2				94

		Broadwing		4		Ott, James		Telecommunications & Network Equipment		15		19		0		3		2		1		0		2		19		1		5		7		1		1		0		0		0		0		0		0		0		0		1		1		2		80

		Cisco		3		Koffler, Stephen		Telecommunications & Network Equipment		27		6		5		11		7		6		0		5		0		2		12		8		0		0		0		0		1		0		0		0		0		0		2		2		1		95

		Cisco		4		Sockolow, Gina		Telecommunications & Network Equipment		23		3		0		16		2		25		0		5		8		7		3		4		4		1		2		0		0		0		2		0		0		2		6		7				120

		Cisco		4		Szymczak, Luke		Telecommunications & Network Equipment		32		11		8		7		15		21		0		1		11		7		5		5		0		1		0		1		1		0		0		0		0		0		8		0				134

		Earthlink		2		Moran, Frederick		Internet		25		10		0		3		8		15		0		2		9		3		5		8		1		2		2		1		0		1		0		0		0		0		9		0				104

		Earthlink		2		Squali, Youssef		Internet		11		8		0		5		1		20		0		3		3		0		3		8		1		2		0		3		1		0		0		0		0		2		10		1		1		83

		Earthlink		3		Powers, Glenn		Internet		13		16		3		3		7		8		0		1		9		31		5		5		0		5		2		0		0		2		0		0		0		0		5		3		1		119

		eBay		3		Fontana, Robert		Internet		14		11		1		10		2		10		0		2		11		0		5		9		0		5		1		1		0		0		6		0		0		1		5		1		2		97

		eBay		3		Ricci, David		Internet		14		9		3		5		7		6		0		3		0		3		3		6		0		0		0		0		1		2		0		0		0		1		9		0		6		78

		eBay		4		Trossman, David		Internet		19		7		0		10		3		9		0		2		5		1		3		4		1		0		0		0		0		0		2		0		0		1		4		1		1		73

		E-Trade		2		Weinstein, Steve		Internet		16		1		1		3		0		13		0		1		5		2		7		11		1		0		0		1		1		3		0		0		0		0		9		3				78

		E-Trade		3		Marks, James		Internet		42		10		0		2		0		11		0		0		3		4		11		11		1		0		0		0		2		0		0		1		0		0		7		1				106

		E-Trade		4		Butler, Timothy		Internet		5		1		0		8		5		10		0		8		24		7		0		0		3		0		0		0		1		1		0		0		0		2		8		0				83

		Juniper Networks		4		White, Chet		Telecommunications & Network Equipment		12		6		3		0		2		15		0		0		9		4		1		3		0		0		0		1		2		0		2		0		0		1		3		2		3		69

		Lucent Technologies		2		Crespi, Christopher		Telecommunications & Network Equipment		83		7		2		7		20		3		0		2		43		2		18		11		0		0		0		1		0		0		0		2		0		0		2		3				206

		Lucent Technologies		2		Moreau, Ted		Telecommunications & Network Equipment		46		4		0		4		9		10		0		1		18		6		11		2		3		0		0		1		2		0		0		1		0		4		7		1				130

		Lucent Technologies		3		Wilkes, Robert		Telecommunications & Network Equipment		30		1		4		3		2		5		1		0		5		0		8		2		1		0		0		0		3		0		0		1		0		0		3		0				69

		Nortel Networks		1		Buck, Eric		Telecommunications & Network Equipment		16		1		0		9		1		15		0		4		25		11		3		0		8		0		0		2		0		0		1		0		0		4		1		2				103

		Nortel Networks		2		DiSanza, Charles		Telecommunications & Network Equipment		32		0		5		0		6		16		0		1		9		5		1		7		2		0		0		0		2		0		1		0		0		1		3		0				91

		Nortel Networks		3		Strix, Christopher		Telecommunications & Network Equipment		40		5		2		2		10		25		0		6		15		1		8		14		2		1		0		0		5		0		4		0		0		0		12		1				153

		Xircom, Inc.		2		Becklean, William		Telecommunications & Network Equipment		30		9		1		5		3		16		0		4		23		8		3		4		0		0		0		0		4		1		0		0		0		0		6		2				119

		Category Total								814		218		99		219		205		409		4		100		375		176		188		209		46		34		14		20		45		14		31		8		0		28		209		62		28		3555

		% of Total								22.90%		6.13%		2.78%		6.16%		5.77%		11.50%		0.11%		2.81%		10.55%		4.95%		5.29%		5.88%		1.29%		0.96%		0.39%		0.56%		1.27%		0.39%		0.87%		0.23%		0.00%		0.79%		5.88%		1.74%		0.79%		100.00%

		Inputs > 5%, >4%								X		X				X		X		X						X		x

		Quarter 1		1		Internet		15

		Quarter 2		7		Telecommunications & Network Equipment		15

		Quarter 3		10		Auto & Auto Parts		0

		Quarter 4		12		Textile & Apparel		0





Old Economy

		Company		Qtr		Analyst		Industry		a.1		a.2		b.3		c.4		c.5		c.6		d.7		e.8		e.9		e.10		f.11.1		f.11.2		f.11.3		f.12.1		f.12.2		f.12.3		f.12a		g.13.1		g.13.2		g.13.3		g.13.4		g.13.5		g.14		??		uncertain		Total

		Borg Warner Automotive		2		Kagay, Greg		Auto & Auto Parts		16		1		4		13		14		16		0		3		11		18		5		2		3		0		0		0		0		0		1		0		0		1		7		5				120

		Borg Warner Automotive		3		Pak, Michael		Auto & Auto Parts		35		4		1		4		2		3		0		3		5		6		16		15		3		0		0		0		0		2		0		0		0		1		3		0				103

		Borg Warner Automotive		3		Rivard, Kurt		Auto & Auto Parts		26		0		4		3		6		11		0		3		6		12		9		9		1		0		0		0		1		0		2		0		0		0		1		0				94

		Copper Tire & Rubber		3		Ludwig, Saul		Auto & Auto Parts		22		3		0		10		9		22		0		0		1		4		3		4		1		2		0		0		4		0		0		0		0		0		3		0		1		89

		Crown Crafts		1		Pickler, Jack		Textile & Apparel		6		1		4		7		2		5		0		0		0		1		2		3		0		0		0		0		0		0		2		0		0		0		5		0				38

		Crown Crafts		3		Hunt, Bryan		Textile & Apparel		31		1		1		11		10		10		0		6		11		1		6		15		2		0		0		1		1		0		0		2		0		0		4		3				116

		Crown Crafts		4		Norwood, Kay		Textile & Apparel		25		0		2		3		5		1		0		3		6		3		3		3		0		0		0		0		0		0		0		2		0		1		5		1				63

		Federal-Mogul		2		Blaschke, Kenneth		Auto & Auto Parts		35		2		1		13		6		22		0		4		3		12		8		8		9		0		0		0		9		0		0		1		0		0		0		1				134

		Federal-Mogul		4		Brady, Charles		Auto & Auto Parts		17		0		0		4		0		2		0		0		5		3		1		7		0		0		0		0		0		0		1		0		0		1		2		1				44

		Ford Motor		1		Keller, Maryann		Auto & Auto Parts		18		3		0		4		12		10		0		4		2		13		7		6		1		3		0		0		1		0		1		0		0		0		0		1				86

		Ford Motor		2		Merlis, Scott		Auto & Auto Parts		27		2		0		7		8		20		0		1		0		3		5		11		0		0		0		0		2		0		1		0		0		1		0		2		1		91

		Ford Motor		3		Lache, Rod		Auto & Auto Parts		39		3		1		15		3		17		0		1		15		2		1		16		0		0		0		3		1		0		1		0		0		0		5		2		3		128

		General Motors		2		Bradley, David		Auto & Auto Parts		9		0		0		1		2		6		0		0		7		2		4		9		1		0		0		0		3		0		2		0		0		0		4		0				50

		General Motors		4		Bruynesteyn, Michael		Auto & Auto Parts		39		5		2		7		4		15		0		7		4		2		6		13		1		4		0		0		2		0		0		1		0		0		2		0				114

		Johnson Controls		3		Tandross, Ronald		Auto & Auto Parts		23		3		0		3		0		4		0		1		3		1		8		6		2		0		0		0		0		0		0		0		0		0		5		1				60

		Lear Corporation		2		Beale Needham, Wendy		Auto & Auto Parts		47		6		4		9		6		48		0		3		19		5		16		6		1		0		1		1		1		0		2		0		0		0		4		7		5		191

		Lear Corporation		2		Ward, Michael		Auto & Auto Parts		24		1		0		2		1		5		0		1		11		7		10		2		2		0		0		0		1		0		0		0		0		0		1		1		1		70

		Lear Corporation		3		Goldstein, Eric		Auto & Auto Parts		48		2		1		14		7		9		0		4		31		9		21		6		0		1		0		0		6		0		2		0		0		1		3		2				167

		Nike		1		Telsey, Dana		Textile & Apparel		66		8		0		5		7		7		0		5		3		8		13		4		0		0		0		0		0		0		0		2		0		0		2		0				130

		Nike		2		Aaron, Marcia		Textile & Apparel		64		1		0		7		1		13		0		1		5		4		18		20		0		0		0		0		1		0		0		2		0		0		4		2		1		144

		Nike		2		Eisman Cohen, Dana		Textile & Apparel		17		10		0		13		6		6		0		3		7		12		7		9		0		15		3		0		1		0		0		1		0		1		7		2		1		121

		Philips-Van Heusen		1		Marotta, Steven		Textile & Apparel		28		1		2		5		1		14		0		1		18		2		7		8		0		0		0		0		0		0		2		0		0		0		4		6				99

		Philips-Van Heusen		2		Lewis, Tom		Textile & Apparel		7		2		1		2		2		2		0		0		10		1		0		2		0		0		0		0		0		0		1		0		0		1		2		0				33

		Polo Ralph Lauren		1		Sansbury, Susan		Textile & Apparel		44		2		2		1		10		32		0		8		12		0		17		4		0		1		0		0		6		0		1		0		0		1		4		0				145

		Polo Ralph Lauren		1		Walin, Kimberly		Textile & Apparel		60		2		0		0		4		13		1		5		9		0		22		8		0		0		0		0		2		0		0		0		0		0		7		0				133

		Polo Ralph Lauren		4		Augustine, Christine		Textile & Apparel		80		2		0		1		9		12		0		1		12		1		33		8		0		0		0		0		2		0		0		2		0		0		1		0				164

		Quaker Fabric		2		Baugh, John		Textile & Apparel		29		0		2		1		0		12		0		1		3		3		17		5		0		0		0		0		0		0		2		0		0		0		4		2		1		82

		Tarrant Apparel Group		1		Kraus, Jeanne		Textile & Apparel		12		0		0		2		5		4		0		0		8		2		3		4		0		0		0		0		0		2		0		0		0		0		2		0				44

		Tarrant Apparel Group		1		Rouleau, John		Textile & Apparel		32		2		0		3		5		20		0		0		5		0		14		7		0		0		0		0		1		0		3		0		0		0		4		0				96

		Tarrant Apparel Group		2		Guthrie, Holly		Textile & Apparel		13		0		2		0		8		2		0		0		3		0		1		2		0		0		0		0		0		0		0		0		0		0		1		0				32

		Category Total								939		67		34		170		155		363		1		69		235		137		283		222		27		26		4		5		45		4		24		13		0		9		96		39		14		2981

		% of Total								31.50%		2.25%		1.14%		5.70%		5.20%		12.18%		0.03%		2.31%		7.88%		4.60%		9.49%		7.45%		0.91%		0.87%		0.13%		0.17%		1.51%		0.13%		0.81%		0.44%		0.00%		0.30%		3.22%		1.31%		0.47%		100.00%

		Inputs > 5%, >4%								X						X		X		X						X		x

		Quarter 1		8		Internet		0

		Quarter 2		11		Telecommunications & Network Equipment		0

		Quarter 3		7		Auto & Auto Parts		15

		Quarter 4		4		Textile & Apparel		15





Sample

		Company		Qtr		Analyst		Firm

		Auto & Auto Parts

		Borg Warner Automotive		2		Kagay, Greg		Arnhold & S. Bleichroeder

		Borg Warner Automotive		3		Pak, Michael		ING Baring Furman Selz LLC

		Borg Warner Automotive		3		Rivard, Kurt		Robert W. Baird

		Copper Tire & Rubber		3		Ludwig, Saul		McDonald Investments Inc.

		Federal-Mogul		2		Blaschke, Kenneth		Deutsche Banc Alex Brown

		Federal-Mogul		4		Brady, Charles		Credit Lyonnais

		Ford Motor		1		Keller, Maryann		ING Baring Furman Selz LLC

		Ford Motor		2		Merlis, Scott		Wasserstein Perella

		Ford Motor		3		Lache, Rod		Deutsche Banc Alex Brown

		General Motors		2		Bradley, David		J.P. Morgan

		General Motors		4		Bruynesteyn, Michael		Prudential Securities

		Johnson Controls		3		Tandross, Ronald		Prudential Securities

		Lear Corporation		2		Beale Needham, Wendy		DLJ Securities

		Lear Corporation		2		Ward, Michael		PaineWebber

		Lear Corporation		3		Goldstein, Eric		Bear Stearns

		Internet

		Amazon.com		3		Ries, Dan		C.E. Unterberg, Towbin

		Amazon.com		4		Chandler, Dalton		Needham & Co.

		Amazon.com		4		Fogarty, Timothy		ING Baring Furman Selz LLC

		AOL		3		Andrikopoulos, Shaun		Deutsche Banc Alex Brown

		AOL		4		Ehrens, Scott		Bear Stearns

		AOL		4		Weil, Urlic		Friedman, Billings, Ramsey & Co

		Earthlink		2		Moran, Frederick		ING Baring Furman Selz LLC

		Earthlink		2		Squali, Youssef		Ladenburg

		Earthlink		3		Powers, Glenn		Cruttenden Roth Inc.

		eBay		3		Fontana, Robert		Wachovia Securities

		eBay		3		Ricci, David		Blair, William & Co.

		eBay		4		Trossman, David		First Union Securities, Inc.

		E-Trade		2		Weinstein, Steve		Pacific Crest Securities

		E-Trade		3		Marks, James		Deutsche Banc Alex Brown

		E-Trade		4		Butler, Timothy		Pacific Crest Securities

		Telecommunications & Network Equipment

		3Com		3		Lieu, Peter		Needham & Co.

		3Com		4		Houghton, Patrick		Sutro & Co.

		3Com		4		Slocum, Kevin		SoundView Financial Group

		Broadwing		4		Ott, James		Southcoast Capital LLC

		Cisco		3		Koffler, Stephen		DLJ Securities

		Cisco		4		Sockolow, Gina		Brean Murray & Co.

		Cisco		4		Szymczak, Luke		Prudential Securities

		Juniper Networks		4		White, Chet		First Security Van Kasper

		Lucent Technologies		2		Crespi, Christopher		Deutsche Banc Alex Brown

		Lucent Technologies		2		Moreau, Ted		Robert W. Baird

		Lucent Technologies		3		Wilkes, Robert		Brown Brothers Harriman

		Nortel Networks		1		Buck, Eric		DLJ Securities

		Nortel Networks		2		DiSanza, Charles		Klauer Mattison & Co.

		Nortel Networks		3		Strix, Christopher		SG Cowen Securities Inc.

		Xircom, Inc.		2		Becklean, William		Tucker Anthony Inc.

		Textile & Apparel

		Crown Crafts		1		Pickler, Jack		Prudential Securities

		Crown Crafts		3		Hunt, Bryan		First Union Securities, Inc.

		Crown Crafts		4		Norwood, Kay		Wachovia Securities, Inc.

		Nike		1		Telsey, Dana		Bear Stearns

		Nike		2		Aaron, Marcia		Deutsche Banc Alex Brown

		Nike		2		Eisman Cohen, Dana		DLJ Securities

		Philips-Van Heusen		1		Marotta, Steven		Wasserstein Perella

		Philips-Van Heusen		2		Lewis, Tom		C.L. King & Associates

		Polo Ralph Lauren		1		Sansbury, Susan		Bear Stearns

		Polo Ralph Lauren		1		Walin, Kimberly		ING Baring Furman Selz LLC

		Polo Ralph Lauren		4		Augustine, Christine		ING Baring Furman Selz LLC

		Quaker Fabric		2		Baugh, John		First Union Capital Markets

		Tarrant Apparel Group		1		Kraus, Jeanne		First Security Van Kasper

		Tarrant Apparel Group		1		Rouleau, John		EVEREN Securities

		Tarrant Apparel Group		2		Guthrie, Holly		Janney Montgomery Scott






