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Abstract

With the continuous development of China's security market, stock investors
are paying more and more attention to the research report delivered by the
security analyst, especially the consensus expectation rating, which refers to the
average value of the stock investment rating of all seller securities analysts over a
period of time. It reflects the judgment of the analyst group on the value of a
stock.

In general, the basic requirements of analyst from investors is to remain
independent and give more professional research report and stock rating, but
analysts are not only to serve belonging institutions, but also responsible for the
stock companies and investors. Analysts often face pressure in independence
when they are in the subtle relationships. Consensus expectation rating reflect
group behavior, and does this independence behave as a group? Can Consensus
expectation rating serve as a reference for investors? Can it be used as a reference
dimension for investment decisions? Furthermore, if analysts' Consensus
expectation rating are valuable for investment, how should investors use it?

Based on many years of practice experience in the security market, this paper
select the stock investment institutions participation, stock company long-term
earnings per share (EPS) as independent variables, and analysts tracking, stock
company scale as adjustment variables, and consensus expectation rating and
change as the dependent variable to research the independence of analysts’ rating
and its reference value on investment.

This paper selects the data of Chinese stock market from 2010 to the end of
2015 for empirical analysis. Through stratified sampling, it selects stocks from the
main board, small and medium-sized board, and start up board, then it counts the
rating of each stock for a certain period, and gets the consensus expectation rating
of each stock through using CSMAR scoring system. The analysis results show
that: (1) the consensus expectation rating and investment institutions stock

participation has significant positive correlation, and the correlation relates to the



analyst tracking and firm size: the higher degree of tracking, the higher degree
involve of the investment institutions; the smaller the size of the company, the
more significant influence on the consensus expectation rating. This result implies
that the analysts' consensus expectations rating is influenced by investment
institutions and lacks independence. (2) The consensus expectation rating’s
change is correlated with the actual EPS change of the stock company: the former
is positively change when the latter grows up, but the former is not significant
change when the latter grows down. This correlation is also related to the analyst
tracking and firm size: the higher degree of tracking, the more significant
influence on the consensus expectation rating change; the smaller the company,
the greater impact of the medium and long term EPS changes on the consensus
expectation rating. This result implies that the consensus expectation rating can
reflect the future development of stock companies to a certain extent, so it has
some reference value for the analysis of the value of stock companies

Based on the above analysis, this paper argues that the validity of the
consensus expectation rating is "period type". Different types of investors in the
market should choose to use the consensus expectation rating. For momentum
investors, it can be regarded as "noise", but for value investors, it can be used as a

reference dimension of investment decision-making.

Keywords: consensus expectation rating; independence; momentum
investment; value investment
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