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Abstract 
 
Most prior research examining exclusions from street earnings (i.e., the difference between 
actual GAAP and street earnings) does not distinguish between exclusions that were 
expected vs. unexpected by analysts. We consider that exclusions from actual street 
earnings reflect both exclusions forecasted ex ante by analysts (expected exclusions) and 
exclusions that were revealed after earnings were reported (unexpected exclusions). We 
find that unexpected exclusions are more frequent than expected exclusions and associated 
with both non-recurring and recurring earnings items. While unexpected exclusions 
capture less persistent earnings than expected exclusions, they are positively associated 
with future earnings. Earnings announcement returns (analyst forecast revisions) are 
positively associated with unexpected exclusions, but the response is muted when 
managers disclose pro forma earnings (earnings meet/beat the consensus forecast). Our 
evidence suggests that distinguishing between expected and unexpected exclusions is 
useful and that unexpected exclusions are informative for firm value and future earnings.  
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On the Informativeness of Unexpected Exclusions from Street Earnings 

1.  INTRODUCTION 

 While generally accepted accounting principles (GAAP) mandate the measurement 

of reported earnings, there is a great deal of evidence that investors and analysts focus on 

adjusted, non-GAAP measures of “street” earnings. Prior research examines the 

characteristics and information content of exclusions from street earnings (i.e., the 

difference between actual GAAP earnings and actual street earnings), and generally finds 

that exclusions reflect more transitory earnings items and, consequently, have less 

information content for firms’ future performance and are less value relevant than other 

earnings (e.g., Bradshaw and Sloan 2002; Barth, Gow, and Taylor 2012; Gu and Chen 2004). 

However, prior research generally does not distinguish between exclusions that were 

expected by analysts and those that were unexpected.  

 We consider that exclusions from actual street earnings reflect both exclusions that 

were forecasted ex ante by analysts (expected exclusions, as in Bratten, Larocque, and Yohn 

2018) and those that were not forecasted by analysts but were rather revealed after 

earnings were reported (unexpected exclusions, as in Bradshaw, Christensen, Gee, and 

Whipple 2018). For example, consider a firm-quarter for which the average analysts’ 

forecast is $0.99 for street EPS and $0.92 for GAAP EPS. Further consider that when the 

firm subsequently reports $0.93 for GAAP EPS, I/B/E/S determines that street actual EPS is 

$1.01. In this scenario, total exclusions are −$0.08 (=$0.93 − $1.01), expected exclusions 

are −$0.07 (=$0.92 − $0.99), and unexpected exclusions are −$0.01 (= −$0.08 less −$0.07). 

With the exception of Bradshaw et al. (2018) and Leung and Veenman (2018), who 

investigate the implications of unexpected exclusions when  firms meet or beat earnings 
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and report  losses, respectively, prior research on exclusions typically examines the 

properties and value implications of total exclusions. The prior research, therefore, 

implicitly assumes that all exclusions are expected by market participants.  

 We examine whether distinguishing between expected and unexpected exclusions 

provides information for forecasting future profitability and for estimating firm value. 

Unexpected exclusions reflect both unexpected amounts of forecasted excluded earnings 

items and unforecasted excluded earnings items.1 For example, an analyst could have 

forecasted but misestimated the amount of a gain on the sale of equipment that is excluded 

from street earnings and/or the analyst could have not forecasted a non-recurring loss at 

the end of a period that is excluded from street earnings. Unexpected exclusions are 

therefore likely to reflect both recurring and transitory items.  

 In this study, we provide insight into the nature and information content of expected 

versus unexpected exclusions from street earnings. We begin by documenting the 

frequency and magnitude of expected and unexpected exclusions. We then examine the 

likely source and implications of each—i.e., whether expected and unexpected exclusions 

are differentially associated with individual GAAP earnings items and whether they have 

differential persistence for future performance. Finally, we examine whether earnings 

announcement stock returns and analysts’ revisions of quarter-ahead earnings forecasts 

are associated with unexpected exclusions, after controlling for unexpected street earnings.  

 Our research design utilizes actual GAAP and street earnings from I/B/E/S to derive 

total exclusions from street earnings in a given quarter (i.e., GAAP EPS less street EPS). 

 
1 In some of our tests, we examine subsamples where it is likely that all unexpected exclusions were 
unforecasted or where unexpected exclusions are likely to reflect unexpected amounts of forecasted excluded 
earnings items. See section 4.2. 
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From the I/B/E/S detailed forecast file, we obtain both individual analysts’ GAAP EPS 

forecasts and the same analysts’ street EPS forecasts (what researchers generally use as 

analysts’ EPS forecasts) in order to measure the consensus, or mean, of analysts’ expected 

exclusions (i.e., GAAP EPS forecast less street EPS forecast) for a given firm-quarter. Our 

measure of unexpected exclusions is the difference between total and expected exclusions. 

Our sample includes 94,071 firm-quarters from 2004 to 2016 for which we can observe 

total, expected, and unexpected exclusions. 

 We find that unexpected exclusions occur more frequently and are of larger 

magnitude than expected exclusions. In addition, while the frequency of both expected and 

unexpected exclusions have increased over time, unexpected exclusions have increased to 

a greater degree, with 55% (34%) of firms/quarters experiencing unexpected (expected) 

exclusions in 2016. We examine the association between both types of exclusions and 11 

GAAP earnings items (both recurring and non-recurring items) often associated with 

exclusions, and find that unexpected exclusions are more highly associated with most of 

the GAAP earnings line items we examine (an exception is research and development 

expense) than expected exclusions. This evidence suggests that unexpected exclusions are 

more highly associated with not only non-recurring earnings items but also recurring 

earnings items such as depreciation and amortization expense and stock compensation 

expense than expected exclusions. In addition, we find that unexpected exclusions are more 

highly associated with both income-increasing and income-decreasing earnings items than 

expected exclusions. These results suggest that unexpected exclusions are pervasive and 

associated with both recurring and non-recurring earnings items.  
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 We also find that unexpected exclusions are associated with significantly less 

persistent earnings than expected exclusions, but are significantly associated with future 

earnings. While $1 of expected exclusions is associated with $0.62 of quarter-ahead GAAP 

earnings, $1 of unexpected exclusions is associated with $0.08 of quarter-ahead GAAP 

earnings. In addition, the persistence of expected exclusions is not smaller than the 

persistence of street earnings. This evidence suggests that disaggregating exclusions into 

their expected and unexpected components is useful for forecasting earnings.  

 We next find that market returns around earnings announcements are positively 

associated with unexpected exclusions, after controlling for unexpected street earnings, 

corroborating evidence in Bradshaw et al. (2018) and Leung and Veenman (2018) that 

earnings announcement returns are, for some subsamples, positively associated with the 

forecast errors for earnings items excluded from street EPS. We find that analysts’ 

revisions of one-quarter-ahead earnings are positively associated with current-quarter 

unexpected exclusions, after controlling for unexpected street earnings, but we also find 

that analysts’ one-quarter-ahead forecast errors are positively associated with current-

quarter unexpected exclusions. This latter finding suggests that analysts do not efficiently 

use the information provided by unexpected exclusions.  

 In a final analysis, we interact unexpected street earnings and unexpected 

exclusions with the presence of management earnings guidance, management’s disclosure 

of pro-forma earnings, and the incidence of earnings meeting or beating the consensus 

forecast. We find that the association between returns (analyst forecast revisions) and 

unexpected exclusions is muted when managers disclose pro-forma earnings (earnings 

meet or beat the consensus forecast) and that analysts more efficiently incorporate 
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unexpected earnings into their forecasts when managers provide earnings guidance. 

Collectively, our evidence suggests that separating exclusions into expected and 

unexpected components is useful and that unexpected exclusions are informative for firm 

value and future earnings. 

 Our study contributes to several streams of prior literature. First, we contribute to 

the street vs. GAAP literature by disaggregating analysts’ exclusions from street earnings 

into expected and unexpected exclusions and providing insight into the nature of expected 

versus unexpected exclusions. Considering the documented increase and interest in non-

GAAP reporting in recent years, our evidence that a substantial portion of the items 

excluded from street EPS is unexpected suggests that researchers, investors, and analysts 

should consider the information in unexpected exclusions. Second, we contribute to the 

earnings response literature with evidence that investors react to unexpected excluded 

items, after controlling for unexpected street earnings. Our evidence suggests that 

unexpected exclusions are important to firm value. Third, we contribute to the analyst 

forecast literature by highlighting the association of unexpected exclusions with both 

analysts’ revisions and analysts’ future forecast errors. Taken together, our evidence 

suggests that disaggregating total exclusions into their expected and unexpected 

components provides important insights for understanding firms’ future performance, the 

market reaction to reported earnings, and analysts’ forecasting behavior.                
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2.  GAAP EARNINGS, STREET EARNINGS, AND EXCLUDED ITEMS 

2.1. Prior Literature 

Although public companies prepare financial reports following generally accepted 

accounting principles, analysts and the business press typically follow firms’ street 

earnings. I/B/E/S and other data aggregators generally adjust reported GAAP earnings to 

determine street earnings. Thomson Reuters (2009) describes the I/B/E/S procedure of 

converting GAAP earnings to street earnings as removing the earnings items excluded (if 

any) by the majority of the analysts following a given firm.2 Bochkay, Markov, Subasi, and 

Weisbrod (2018) discuss the time lapse between the dissemination of GAAP earnings by 

firms and of street earnings by I/B/E/S; this time lapse has a mean (median) of 594 (44) 

minutes in the Bochkay et al. (2018) sample.  

GAAP vs. non-GAAP earnings is the subject of a stream of prior literature. Early 

papers examining street earnings (usually defined by I/B/E/S) relative to GAAP earnings 

(usually from Compustat) generally compare their value relevance and persistence. 

Bradshaw and Sloan (2002) and Brown and Sivakumar (2003) focus on the differential 

response by the market to street vs. GAAP earnings, finding that stock prices are much 

more aligned with street earnings. Using a hand-collected sample of earnings 

announcements, Bhattacharya, Black, Christensen, and Larson (2003) find that 

management’s own adjusted “pro-forma” EPS reports are more persistent than GAAP 

operating EPS, and that short-window earnings announcements returns are better 

 
2 For example, if the majority of analysts following a firm exclude stock compensation expense from their 
street earnings forecast, I/B/E/S would exclude stock compensation expense from actual street earnings. 
Kaplan, Martin, and Xie (2018) conclude that the I/B/E/S majority rule results in a downward bias in 
forecasted street earnings. 
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explained by “pro-forma” earnings than GAAP earnings.3  

Other studies examine exclusions directly and provide mixed evidence on the 

usefulness of exclusions when forecasting earnings. On the one hand, several studies 

provide evidence suggesting exclusions improve forecasts. For example, Gu and Chen 

(2004) find that the individual items excluded by analysts are less persistent and have 

lower valuation multiples than other earnings components. More recently, Huang and 

Skantz (2016) find that managers’ and analysts’ provision of non-GAAP earnings is 

associated with lower information asymmetry while Leung and Veenman (2018) conclude 

that non-GAAP earnings are more informative about future cash flows than are GAAP 

earnings for loss firms. Taken together, these studies suggest that exclusions are beneficial 

to the market because they result in a more informative measure of street earnings, since 

the remaining items in street earnings are more persistent.  

On the other hand, several studies argue that despite the transitory nature of 

excluded expenses, exclusions have information content. Doyle, Lundholm, and Soliman 

(2003) show that excluded expenses are associated with lower future cash flows and lower 

future returns. Doyle et al. (2003) conclude that investors are misled by earnings measures 

that have been adjusted (ex post) to exclude expenses. Frankel, McVay, and Soliman (2011) 

suggest that the level of opportunism with respect to non-GAAP reporting depends in part 

on board characteristics. In addition, a study of European firms’ disclosures by Guillamon-

Saorin, Isidro, and Marques (2017) find that non-GAAP adjustments are more persistent 

when they are accompanied by greater impression management in the press release. 

 
3 Bhattacharya et al. (2003) find that I/B/E/S actual EPS generally falls between GAAP operating EPS and the 
pro-forma diluted EPS reported by management. Thus, analysts often adjust for fewer items when forecasting 
street EPS than management does when reporting pro-forma EPS. 
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Another closely-related stream of research focuses on analysts’ exclusion choices, 

questioning the motives of analysts. Some of these studies argue that analysts might 

opportunistically follow management in determining which items to exclude, regardless of 

the expected persistence of these items. Prior studies have reported evidence that analysts 

follow management when determining which items are recurring vs. non-recurring, 

resulting in future earnings forecasts that underestimate the persistence of certain 

expenses excluded by management (Shane and Stock 2006; Chen 2010; Christensen, 

Merkley, Tucker, and Venkataraman 2011).  

In contrast, another set of studies provides evidence that analysts’ exclusion choices 

do not naively follow management. Baik, Farber, and Petroni (2009) contrast analysts’ 

exclusion decisions for glamour vs. value stocks, and find they are less likely to erroneously 

exclude persistent expenses in their forecast of value stocks. Baik et al. (2009) suggest that 

analysts may be influenced by trading and investment banking incentives. Barth, Gow, and 

Taylor (2012) examine analysts’ exclusion decisions with respect to stock option expense 

and find evidence that option expense is excluded from (included in) analysts’ forecasts of 

future earnings when excluding is more (less) predictive of future earnings. In contrast to 

analysts whose exclusion choices are informative to the market, Barth et al. (2012) find 

that management is more likely to exclude stock option expense to report higher earnings. 

In a recent study investigating a large sample of analysts’ and management forecasts, 

Bentley, Christensen, Gee, and Whipple (2018) conclude that both analysts and managers 

play a part in defining non-GAAP earnings measures. 

Other recent studies report that there are additional reasons for exclusion choices 

besides identifying what is predictive of future earnings or what is excluded by 
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management. For example, Whipple (2015) attributes exclusions to items that are not 

“cash based,” arguing that investors are less concerned about non-cash based earnings 

components.4 Bratten et al. (2018) examine individual analysts’ forecasted exclusions and 

report that there is variation across analysts following the same firm based on analysts’ 

experience, forecast frequency, and other characteristics. 

In summary, prior research on exclusions examines whether analysts simply follow 

management or add value beyond management by excluding items from their street EPS 

forecasts. This literature, however, groups together both exclusions that are expected by 

analysts and those that are unexpected. Two exceptions are Bradshaw et al. (2018) and 

Leung and Veenman (2018), who examine unexpected exclusions when  firms meet or beat 

analysts’ forecasts or report losses, respectively.  

2.2. Research Questions 

We consider that exclusions from street earnings may have both an expected 

component (included in the analyst’s GAAP earnings forecast, but not her street forecast) 

and an unexpected component (i.e., the difference between total exclusions and analysts’ 

expected exclusions). In a firm-quarter, unexpected exclusions could reflect unexpected 

amounts of forecasted excluded earnings items, unforecasted excluded earnings items, or 

both. For example, analysts could have forecasted the firm’s stock compensation expense 

that is excluded from street earnings but misestimated the amount of the expense and/or 

the firm could have incurred a restructuring charge at quarter-end that analysts did not 

forecast and is excluded from street earnings. Therefore, unexpected exclusions could 

 
4 Whipple (2015) associates analysts’ expected earnings exclusions with each of stock compensation expense, 
amortization expense, and gains/losses in a hand-collected sample. 
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include non-recurring items at the end of the period, misestimates of more permanent 

earnings items, or both. If unexpected exclusions are more likely to capture transitory 

items that occur at the end of a quarter rather than expected exclusions, then unexpected 

exclusions are likely less persistent than unexpected exclusions with respect to one-

quarter-ahead GAAP earnings. However, if unexpected exclusions capture misestimates of 

more permanent items, then unexpected exclusions may have information content for 

quarter-ahead GAAP earnings. This logic leads to our first set of research questions.   

Q1a: Do unexpected exclusions capture earnings that are less persistent with respect 
to one-quarter-ahead GAAP earnings than expected exclusions? 

Q1b: Do unexpected exclusions have information content for one-quarter-ahead 
GAAP earnings? 

Prior research investigating ex post adjustments to reported GAAP earnings 

suggests excluded items, especially expenses, are less persistent than other earnings, but 

have information content. Bradshaw et al. (2018) highlight that GAAP earnings surprises 

include not only unexpected street earnings but also unexpected exclusions, while street 

earnings surprises do not include unexpected exclusions. They find that the stronger 

market reaction to street earnings surprises relative to GAAP earnings surprises is partially 

influenced by the measurement error related to including unexpected exclusions in the 

GAAP earnings surprise. If, on the one hand, unexpected exclusions capture transitory 

earnings on average, then earnings announcement stock market returns and analysts’ 

forecast revisions will not be significantly associated with unexpected exclusions, after 

controlling for unexpected street earnings. If, on the other hand, unexpected exclusions 

capture misestimates of more permanent earnings, then earnings announcement market 

returns and analysts’ forecast revisions will be significantly associated with unexpected 
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exclusions. This logic leads to our second set of research questions:  

Q2a: Are earnings announcement stock market returns associated with unexpected 
exclusions, after controlling for unexpected street earnings? 

Q2b: Are analysts’ revisions of future earnings forecasts associated with unexpected 
exclusions, after controlling for unexpected street earnings? 

 

3. RESEARCH DESIGN 

Before outlining our research design, we define a few key variables. As in prior 

literature, we compute overall exclusions from (actual) street EPS as follows: 

Total Exclusions  = GAAP EPS – Street EPS (1) 

We use the consensus of individual analysts’ GAAP and street EPS forecasts to infer 

expected exclusions:  

Expected Exclusions = GAAP EPS Forecast – Street EPS Forecast (2) 

Unexpected exclusions is the difference between total and expected exclusions: 

Unexpected Exclusions  = Total Exclusions – Expected Exclusions 

=(GAAP EPS – GAAP EPS Forecast) – (Street EPS – 
Street EPS Forecast) 

=Unexpected GAAP EPS – Unexpected Street EPS 

(3) 

We illustrate this de-composition visually in Figure 1. 

3.1 Nature and persistence of expected and unexpected earnings exclusions 

To provide initial evidence on our first set of research questions regarding the 

persistence of expected and unexpected exclusions, we examine the association between 

unexpected exclusions and individual earnings items. Specifically, we regress each of total, 

expected, and unexpected earnings exclusions on several underlying earnings components 

from the same period. We are interested in whether unexpected exclusions capture 
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earnings items than are less persistent than those captured by expected exclusions, which 

would suggest that they reflect one-time, last-minute adjustments to earnings and were not 

likely anticipated by analysts. To do so, we first decompose total earnings exclusions into 

analysts’ ex ante expected exclusions and ex post unexpected exclusions, following the 

approach illustrated by equations 1 through 3, and then regress each exclusion type on 

several reported earnings items. 5 Equation 4 summarizes our regression approach: 

𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 = 𝛼𝛼0 + 𝛼𝛼1𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸 𝐸𝐸𝑖𝑖𝑖𝑖𝑖𝑖𝐸𝐸𝑗𝑗𝑗𝑗 + Year + Quarter + 𝜖𝜖𝑗𝑗𝑗𝑗 (4) 

 The dependent variable in (4), Exclusionsjq, takes the value of Total_Excljq, Exp_Excljq, 

or Unexp_Excljq, to capture different types of exclusions from GAAP earnings. Total_Excljq, or 

total exclusions, is the difference between GAAP actual EPS and street actual EPS for firm j 

in quarter q, according to I/B/E/S, scaled by price. We define Exp_Excljq as consensus 

forecasted exclusions, i.e., the mean difference between each analyst’s GAAP EPS forecast 

and street EPS forecast for firm j in quarter q, according to I/B/E/S, scaled by price. Finally, 

Unexp_Excljq represents unexpected exclusions, calculated as the difference between 

Total_Excljq and Exp_Excljq. We follow prior literature (e.g., Bradshaw and Sloan 2002; 

Bhattacharya et al. 2003; Gu and Chen 2004; Barth et al. 2012; Brown, Call, Clement, and 

Sharp 2015; Donelson, Koutney, and Mills 2018) to identify various earnings components 

found to be associated with exclusions. We decompose special items into its 

subcomponents following Gu and Chen (2004), but at the same time recognize that 

 
5 See Figure 2. Note that the term “ex post” does not imply that analysts make ex post adjustments to their 
forecasts, but that I/B/E/S defines actual street earnings and exclusions after earnings are reported. This 
determination can take less or longer depending on the complexity of what is being excluded (Bochkay et al. 
2018). Prior literature has examined the association between ex post exclusions (e.g., Bradshaw and Sloan 
2002) and contemporary earnings components, but we are the first to make comparisons across expected 
and unexpected exclusions. 
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Compustat might not capture all special items (Dechow, Larson, and Resutek 2018). 

 We include the following earnings items, based on Compustat items, in our tests:  D&A 

(depreciation and amortization) expensejq (based on Compustat item ‘DPQ’), Discontinued 

itemsjq ( ‘DOQ’), Extraordinary itemsjq (‘XIQ’), Gains and lossesjq (‘GLPQ’), Goodwill 

impairmentjq (‘GDWLIAQ’), Non-recurring taxesjq (‘NRTQ’), Other special itemsjq (‘SPIQ’− 

‘GLPQ’− ‘GDWLIAQ’− ’RCPQ’− ’WPDQ’), R&D (research and development) expensejq 

(‘XRDQ’), Restructuring costsjq (‘RCPQ’), Stock compensation expensejq (‘STKCPAQ’), and 

Writedownsjq (‘WPDQ’). We set each variable to zero if missing in Compustat, and we divide 

each variable by market value. Variables are also re-scaled to represent their directional 

effect on earnings, so D&A expense, R&D expensej and Stock compensation expensejq are 

multiplied by −1. We also include Diff, an indicator variable, in our regression tests to 

capture instances where data errors might be present. Diff equals one when actual GAAP 

EPS in I/B/E/S differs from Compustat EPS, and zero otherwise.6 

 In additional tests, we collapse the individual earnings variables based on 

Compustat items into summary variables capturing income-decreasing (Income_Decrjq) and 

income-increasing (Income_Incrjq) items, since prior research (Bradshaw and Sloan 2002; 

Heflin, Hsu, and Jin 2015) finds that analysts are more likely to exclude income-decreasing 

items from their street EPS forecasts. Income_Decrjq is the sum of negative values of 

Discontinued itemsjq, Extraordinary itemsjq, Gains and lossesjq, Goodwill impairmentjq, Non-

recurring taxesjq, Restructuring costsjq, Writedownsjq, and Other special itemsjq, plus D&A 

expensejq, R&D expensejq, and Stock compensation expensejq. Income_Incrjq is the sum of 

 
6 More detailed variable definitions are discussed in the Appendix. 
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positive values of Discontinued itemsjq, Extraordinary itemsjq, Gains and lossesjq, Non-

recurring taxesjq, and Other special itemsjq. Equation 5 follows: 

𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗  = 𝛼𝛼0 + 𝛼𝛼1𝐼𝐼𝐸𝐸𝐸𝐸𝐸𝐸𝑖𝑖𝑖𝑖_𝐼𝐼𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 + 𝛼𝛼3𝐼𝐼𝐸𝐸𝐸𝐸𝐸𝐸𝑖𝑖𝑖𝑖_𝐷𝐷𝑖𝑖𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 + Year 
+Quarter + 𝜖𝜖𝑖𝑖𝑗𝑗𝑗𝑗 

(5) 

 We also collapse the individual earnings variables into recurring and non-recurring 

items. We define Income_Recurjq as the sum of Gains and lossesjq, Other special itemsjq, D&A 

expensejq, R&D expensejq, and Stock compensation expensejq, and Income_NonRecurjq as the 

sum of Discontinued itemsjq, Extraordinary itemsjq,, Goodwill impairmentjq, Non-recurring 

taxesjq, Restructuring costsjq, and Writedownsjq.7 Equation 6 follows:  

𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 = 𝛼𝛼0 + 𝛼𝛼1𝐼𝐼𝐸𝐸𝐸𝐸𝐸𝐸𝑖𝑖𝑖𝑖_𝑅𝑅𝑖𝑖𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 + 𝛼𝛼3𝐼𝐼𝐸𝐸𝐸𝐸𝐸𝐸𝑖𝑖𝑖𝑖_𝑁𝑁𝐸𝐸𝐸𝐸𝐸𝐸𝑖𝑖𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 + Year 
+ Quarter + 𝜖𝜖𝑖𝑖𝑗𝑗𝑗𝑗 
 

(6) 

In equations 4, 5, and 6, as well as in later equations, the unit of observation is a 

firm-quarter. To provide initial evidence related to our first set of research questions, we 

are interested in the coefficients on individual earnings components in equation 4, the 

coefficients on Income_Incr and Income_Decr in equation 5, the coefficients on 

Income_Recur and Income_Nonrecur in equation 6, and comparisons between these 

coefficients in regressions where Exp_Excl and Unexp_Excl are the dependent variables.  

The preceding tests are intended to provide evidence about the nature of items 

associated with expected vs. unexpected exclusions from street earnings. We also provide 

evidence on the persistence of these exclusions. We regress performance in the subsequent 

period on both expected and unexpected exclusions, controlling for street earnings, and 

examine the relative and absolute coefficients.  

 
7 In untabulated analysis, we verify that recurring items are substantially more persistent than non-recurring 
items. 
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We estimate the following equation, following Doyle et al. (2003): 

𝐺𝐺𝐺𝐺𝐺𝐺𝐺𝐺 𝐸𝐸𝐺𝐺𝐸𝐸𝑗𝑗𝑗𝑗+1 = 𝛼𝛼0 + 𝛼𝛼1𝐸𝐸𝑖𝑖𝐸𝐸𝑖𝑖𝑖𝑖𝑖𝑖 𝐸𝐸𝐺𝐺𝐸𝐸𝑗𝑗𝑗𝑗 + 𝛼𝛼2𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 
+𝐶𝐶𝐸𝐸𝐸𝐸𝑖𝑖𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 + 𝜖𝜖𝑗𝑗𝑗𝑗 

(7) 

GAAP EPSjq is GAAP earnings per share according to Compustat, scaled by assets 

while Street EPSjq is street earnings per share according to I/B/E/S, scaled by assets. As in 

equations 4 through 6, Exclusionsjq in equation 7 takes the value of Total_Excljq or of its 

components, Exp_Excljq, and Unexp_Excljq, to capture different types of exclusions from 

GAAP earnings. This decomposition allows us to build on prior research to separately 

observe the coefficients on expected and unexpected exclusions from street earnings. We 

control for sales growth (SG) and accruals (Accruals), both scaled by assets, as in Doyle et 

al. (2003). In equation 7, the unit of observation is a firm-quarter and we report t-statistics 

that are based on coefficients from regressions estimated quarterly (Fama and MacBeth 

1973). Q1a addresses whether the coefficient on Unexp_Excljq is smaller than the coefficient 

on Exp_Excljq when both are included in equation 7. Q1b addresses whether the coefficient 

on Unexp_Excljq is significantly different from zero when included in equation 7. 

3.2 Market and analysts’ reaction to unexpected exclusions 

To provide evidence on Q2a, we examine whether investors react to unexpected 

exclusions at the earnings announcement date. To do so, we regress short-window buy-

and-hold, market-adjusted returns on various measures of unexpected earnings, as is 

typical in the earnings response coefficient literature (e.g., Easton and Zmijewski 1989): 

𝐶𝐶𝐺𝐺𝑅𝑅𝑗𝑗𝑗𝑗 = 𝛼𝛼0 + 𝛼𝛼1𝑈𝑈𝐸𝐸𝑖𝑖𝐸𝐸𝑈𝑈𝑗𝑗𝑗𝑗 + 𝐶𝐶𝐸𝐸𝐸𝐸𝑖𝑖𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 + Year + 𝜖𝜖𝑗𝑗𝑗𝑗 (8) 

We define CARjq as buy-and-hold abnormal returns (i.e., CRSP item ‘RET’ less CRSP 

item ‘VWRETD’) in the two trading days surrounding the earnings release (specifically, 
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days 0 and +1).8 The variable Unexpjq captures unexpected earnings (i.e., actual minus 

forecasted earnings), where unexpected earnings is defined as either unexpected GAAP 

earnings or its components, unexpected street earnings and unexpected exclusions. 

Unexpected GAAP earnings (Unexp_GAAPjq) is defined as actual GAAP earnings per share in 

I/B/E/S minus the mean of analysts’ GAAP earnings forecasts, scaled by price at the end of 

the previous fiscal year. Unexpected street earnings (Unexp_Streetjq) is defined as actual 

earnings per share in I/B/E/S less the mean of analysts’ earnings per share (“street” is 

implied) forecasts, scaled by price, and unexpected earnings from excluded items 

(Unexp_Excljq) is defined as the difference between actual GAAP and actual street earnings 

minus the mean of analysts’ forecasts of excluded items, scaled by price. To form consensus 

earnings, we calculate the mean of the latest earnings forecast (of GAAP EPS, street EPS, or 

excluded items) issued by each analyst following the prior quarter’s earnings 

announcement date. We control for analyst following (ANF), analysts’ forecast dispersion 

(DISP), size (lnMV), market-to-book (MtoB), leverage (Lev), and the presence of a loss 

during the quarter (Loss) as these have been found to affect the market’s response to 

earnings announcements. The coefficient on Unexp_Excl provides evidence on Q2a. 

To provide evidence on Q2b, the analysts’ response to unexpected exclusions, we 

follow Easton and Zmijewski (1989) and Bhattacharya, Black, Christensen, and Larson 

(2003) and test for an association between analysts’ revisions of their next-quarter 

forecasts and unexpected exclusions. Specifically, we regress the consensus analysts’ 

revision of the forecast for the upcoming quarter q+1 made following the release of quarter 

 
8 We observe similar results using returns adjusted for equal-weighted returns from CRSP (results 
untabulated). 
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q earnings on unexpected earnings, as in the following equation: 

𝑅𝑅𝑖𝑖𝑅𝑅𝐸𝐸𝐸𝐸𝑖𝑖𝑗𝑗𝑗𝑗 = 𝛼𝛼0 + 𝛼𝛼1𝑈𝑈𝐸𝐸𝑖𝑖𝐸𝐸𝑈𝑈𝑗𝑗𝑗𝑗 + 𝐶𝐶𝐸𝐸𝐸𝐸𝑖𝑖𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 + Year + 𝜖𝜖𝑗𝑗𝑗𝑗 (9) 

Revisejq is the mean of individual analysts’ revisions for each of three sets of 

forecasts: GAAP EPS (Revise_GAAPjq), street EPS (Revise_Streetjq), and exclusions 

(Revise_Excljq). For each analyst, we compute the difference between the analyst’s first 

forecast of quarter q+1 earnings made following the release of quarter q earnings and the 

same analyst’s latest forecast of quarter q+1 earnings made prior to the release of quarter q 

earnings. As in equation 8, Unexpjq represents unexpected earnings, or actual minus 

consensus forecasted earnings, where earnings is defined as either GAAP earnings or its 

components, street earnings and exclusions earnings. In both equations 8 and 9, the unit of 

observation is a firm-quarter. To provide evidence on Q2b, we test whether the coefficient 

on Unexp_Excl is significantly different from zero after controlling for Unexp_Street. 

Following this primary analysis, in supplementary analysis we evaluate the 

completeness of analysts’ reactions to unexpected exclusions and test for an association 

between analysts’ next-quarter forecast errors (i.e., unexpected earnings) and current-

quarter unexpected earnings. Specifically, we regress mean unexpected earnings for the 

upcoming quarter q+1 made following the release of quarter q earnings, on quarter q 

unexpected earnings, as in the following equation: 

𝑈𝑈𝐸𝐸𝑖𝑖𝐸𝐸𝑈𝑈𝑗𝑗𝑗𝑗+1 = 𝛼𝛼0 + 𝛼𝛼1𝑈𝑈𝐸𝐸𝑖𝑖𝐸𝐸𝑈𝑈𝑗𝑗𝑗𝑗 + 𝐶𝐶𝐸𝐸𝐸𝐸𝑖𝑖𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝐸𝑗𝑗𝑗𝑗 + Year + 𝜖𝜖𝑗𝑗𝑗𝑗 (10) 

As in equations 8 and 9, Unexp represents unexpected earnings, and earnings is once 

again defined in three ways: GAAP earnings, street earnings, and earnings exclusions. We 

are interested in the coefficient on Unexp to assess whether analysts sufficiently use the 

information in unexpected earnings from the prior quarter in forming their forecasts. 



18 
  

4. SAMPLE AND RESULTS 

4.1 Sample and descriptive statistics 

We construct our sample from the intersection of I/B/E/S, Compustat, and CRSP 

from 2004 through 2016. We use individual I/B/E/S analysts’ forecasts to create a 

consensus, or mean, forecast of street and GAAP earnings, from which we infer the 

analyst’s forecasted (i.e., expected) exclusion from his/her street earnings forecast. Thus, 

the primary data requirement limiting our sample is that the I/B/E/S analysts included in 

our consensus measures report both street and GAAP earnings per share forecasts on the 

same date for the same firm-quarter. As Bentley et al. (2018) point out, GAAP forecasts 

became more prevalent in I/B/E/S following the early 2000s, so we start our sample in 

2004. To make forecasts comparable, we restrict each analyst’s forecast to their last 

forecast for fiscal quarter q made subsequent to the prior quarter earnings announcement 

date. We include only non-ADR firms to ensure our sample follows the same financial 

accounting standards. We use price and market value data from CRSP at the end of fiscal 

year t−1, and drop firms with share prices below $5. As indicated in Table 1, Panel A our 

main sample includes 94,071 firm-quarters covering 377,418 analyst-firm-quarters.  

We report descriptive data covering analysts’ forecasts of GAAP earnings, street 

earnings, and exclusions from street earnings in Panel B of Table 1. Consistent with prior 

literature, in our sample, consensus analysts’ GAAP EPS forecasts (mean = $0.390, median = 

$0.278) are slightly lower than consensus street EPS forecasts (mean = $0.400, median = 

$0.298) and actual street EPS (mean = $0.410, median = $0.310). Based on the difference 

between analysts’ street and GAAP forecasts, their implied exclusions forecast has a mean 

of −$0.010 while total exclusions has a mean of −$0.077, such that unexpected exclusions 
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has a mean of −$0.067.9 In our sample, 5,104 firm-quarters (5.4% of the sample) have net 

positive exclusion forecasts while 25,898 (27.5%) have net negative exclusion forecasts. 

Mean (median) positive expected exclusions are $0.344 ($0.014) while mean (median) 

negative exclusions are −$0.103 (−$0.050). These forecasts translate into unexpected GAAP 

earnings scaled by price (Unexp_GAAP) with a mean (median) of −0.004 (0.000) and 

unexpected street earnings scaled by price (Unexp_Street) with a mean and median of 

0.000. The mean (median) of unexpected exclusions earnings scaled by price (Unexp_Excl) 

is −0.004 (0.000).  

Panel C of Table 1 compares the frequency of positive, zero, and negative expected 

exclusions with the frequency of positive, zero, and negative total exclusions. This 

descriptive evidence reveals that total exclusions are more likely to be negative, 

particularly when expected exclusions are negative. Moreover, in 44.69% of firm-quarters, 

both the analyst’s expected exclusions and actual exclusions are zero, whereas in 55.31% of 

firm-quarters, the analyst’s expected exclusion and/or total exclusions is non-zero. 

Panel D of Table 1 indicates the number of firm-quarters with street and with GAAP 

EPS forecasts, as well as the mean level of total, expected, and unexpected exclusions 

during our sample period. Based on increasing prevalence of GAAP earnings forecasts in 

I/B/E/S since the early 2000s, we see an increasing number of firm-quarters (and thus a 

growing number of firms) from the beginning to the end of our sample period. In 2004, the 

2,649 firm-quarters in our sample represent 28.8% of the firm-quarters with street EPS 

forecasts available in I/B/E/S. In 2016, at the end of our sample period, the 9,675 firm-

 
9 While the term “unexpected exclusions” might suggest that these are mean zero in expectation, they are in 
fact negative on average (albeit zero at the median) – in part due to some large outliers in the sample. 
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quarters in our sample represent 91.4% of the firm-quarters with street EPS forecasts 

available in I/B/E/S. This evidence is consistent with Bentley et al. (2018, figure 2), who 

observe a similar increase in both non-GAAP reporting by management and non-GAAP 

forecasts by analysts from 2003 to 2013. 

 Turning to the amount of exclusions, mean total exclusions are more negative, and 

increasingly unexpected, in recent years. In 2008, during the financial crisis, we observe 

the most negative mean total exclusions (−$0.1790), and the most negative mean 

unexpected exclusions (−$0.1586). Mean expected exclusions range from −$0.0454 to 

+$0.1739 during our sample period. Given the evidence of outliers in the data, in all 

regression analyses we winsorize these and other variables. 

4.2 Nature and persistence of expected and unexpected exclusions 

Our first research question addresses the association between exclusions and 

individual earnings items. Unlike prior literature, we partition total exclusions (actual 

GAAP earnings minus street earnings) into the exclusions that were expected by analysts ex 

ante (the consensus GAAP forecast minus the consensus street forecast) and those 

exclusions that were not expected by analysts. We examine whether expected and 

unexpected exclusions differentially capture recurring versus transitory earnings items.  

Descriptive statistics for the earnings items used in our analysis is provided in Panel 

A of Table 2. Consistent with their “non-recurring” nature, most items have a zero median, 

and several (e.g., discontinued operations, gains and losses, non-recurring taxes, and other 

special items) have both income-increasing and income-decreasing values. In aggregate, 

Income_Incr (Income_Decr) has a mean 0.0021 (−0.0202), consistent with prior literature. 

At the same time Income_Recur (Income_Nonrecur) has a mean −0.0155 (−0.0026). 
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Panel B presents results of regressions estimating equation 4 using, as the 

dependent variable, total exclusions (column 1), expected exclusions (column 2), and 

unexpected exclusions (column 3).10 In column 1, we report that total analysts’ exclusions 

are positively associated with depreciation and amortization expense, discontinued items, 

gains and losses, goodwill impairment, non-recurring taxes, R&D expense, restructuring 

costs, stock compensation expense, writedowns, and other special items at the five percent 

level or better. The largest three associations with total exclusions are restructuring costs 

(coefficient = 0.5540), stock compensation expense (coefficient = 0.2985), and goodwill 

impairment (coefficient = 0.2756).  

In column 2, we see that analysts’ expected exclusions are significantly positively 

associated with depreciation and amortization expense, discontinued items, gains and 

losses, goodwill impairment, research and development expense, restructuring costs, stock 

compensation expense, and other special items at the five percent level or better. The 

largest associations with expected exclusions differ and are much smaller than those of 

total exclusions—i.e., stock compensation expense (coefficient = 0.1025), research and 

development expense (coefficient = 0.0958), and restructuring costs (coefficient = 0.0647).  

In column 3, we report that unexpected exclusions are positively associated with 

depreciation and amortization expense, discontinued items, gains and losses, goodwill 

impairment, non-recurring taxes, other special items, restructuring costs, stock-based 

compensation, and writedowns. The largest associations with unexpected exclusions are 

restructuring costs (coefficient = 0.4850), goodwill impairment (coefficient = 0.2583), and 

writedowns (coefficient = 0.2489). In column 4, we present the difference in coefficients 

 
10 In this and later tests, standard errors are clustered at the firm level. 
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between columns 2 and 3, with F-values in parentheses. We observe that the difference in 

coefficient magnitudes between expected and unexpected exclusions is highly significant 

for all earnings items except extraordinary items. 

In Panel C, we regress exclusions on the sum of income-increasing and income-

decreasing earnings items, as in equation 5. In columns 1, 2, and 3, our evidence indicates 

that each of total exclusions, expected exclusions, and unexpected exclusions is a function 

of both income-increasing and income-decreasing earnings items. In column 4, we present 

the difference in coefficients between columns 2 and 3, with F-values in parentheses. We 

observe that the difference in coefficient magnitudes between expected and unexpected 

exclusions is highly significant for each of Income_Incr and Income_Decr. Further, an 

untabulated difference-in-difference test reveals a greater incremental difference in the 

extent to which unexpected exclusions are associated with reported earnings for income-

decreasing items than income-increasing items, suggesting analysts are forecasting (and 

excluding) a greater proportion of the firm’s income-increasing than income-decreasing 

earnings components (F-Value = 783.11, p < 0.001).11  

In Panel D, we regress exclusions on the sum of both recurring and non-recurring 

earnings items, as in equation 6. In columns 1, 2, and 3, we find a positive association 

between each of total, expected, and unexpected exclusions and both recurring and non-

recurring earnings items. In column 4, we present the difference in coefficients between 

columns 2 and 3, with F-values in parentheses. We observe that the difference in coefficient 

magnitudes between expected and unexpected exclusions is highly significant for each of 

 
11 This difference could be influenced by the more conservative nature of accounting standards, in that losses are 
often recognized immediately while gains are more predictably reported over time. 
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Income_Recur and Income_Nonrecur. An untabulated difference-in-difference test reveals a 

greater incremental difference in the extent to which unexpected exclusions are associated 

with reported earnings for non-recurring items than recurring items (F-Value = 25,850.5, p 

< 0.001).12 This evidence suggests that unexpected exclusions are more highly associated 

with transitory items such as write-downs at the end of a quarter than expected exclusions. 

However, unexpected exclusions also have a stronger relation with recurring items than 

expected exclusions. Overall, our results in Table 2 are generally consistent with expected 

exclusions capturing more permanent items than unexpected exclusions, but with 

unexpected exclusions being associated with both recurring and non-recurring items.   

We next examine the persistence of expected and unexpected exclusions. We 

estimate equation 7 and report the results in Table 3. We first estimate a specification that 

includes total exclusions. Following Doyle et al. (2003), we control for street earnings, sales 

growth, and accruals, and present mean coefficients from estimated quarterly regressions 

and Fama-MacBeth t-statistics. In column 1, we find a positive and significant mean 

coefficient on Total_Excl (0.1354, t=5.28) that is smaller than the positive mean coefficient 

on street EPS (0.5005, t=14.43). This evidence is consistent with prior research that 

suggests that exclusions are less persistent that street earnings. Our main result is 

presented in column 2, after de-composing total exclusions into expected and unexpected 

exclusions. Interestingly, we find a positive and significant mean coefficient on Exp_Excl 

(0.6188, t=10.10) that is not significantly different than the positive mean coefficient on 

 
12 In untabulated analyses, we continue to find statistically significant different coefficients as tabulated in 
Columns 2 and 3 of Panels B, C, and D when we re-estimate equations (4), (5), and (6) after including industry 
fixed effects, when we separately examine the four fiscal quarters, and when we standardize the independent 
variables (except for  stock compensation expense in the latter analysis) 
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street EPS (0.5128, t=14.91), based on an F-test (p=0.15). We also find a positive mean 

coefficient on Unexp_Excl (0.0803, t=4.23). This evidence suggests that unexpected 

exclusions capture items that are less persistent than expected exclusions. The fact that 

expected exclusions are significantly more persistent than unexpected exclusions (p-value 

of F-test < 0.01), and no less persistent that street EPS, is contrary to prior research that 

assumes all exclusions are less persistent than street EPS. We conclude that separating 

exclusions into expected and unexpected components is informative for future earnings 

and that unexpected exclusions have information content for future GAAP earnings. 

In columns 3 and 4, we re-estimate equation 7 after replacing the dependent 

variable with next-quarter ahead cash flows from operations per share. We continue to find 

that total exclusions are positively associated with future performance, but the coefficients 

on exclusions are much lower than the coefficients on street EPS. Moreover, we do not find 

that unexpected or expected exclusions significantly predict future cash flows. This 

evidence may explain some investors’ preferences for exclusions to capture earnings items 

that are not “cash based” (Whipple 2015). Overall, the evidence suggests that unexpected 

exclusions are associated with future performance.13 

The analysis reported in Tables 2 and 3 reveal that unexpected exclusions are less 

persistent than expected exclusions, but they are more frequent and are associated with 

both non-recurring and recurring earnings items. A natural question that arises is whether 

unexpected exclusions arise from items that analysts forecast, but forecast incorrectly, or 

 
13 In untabulated analyses, we obtain similar inferences when we use operating earnings rather than GAAP 
earnings as a performance measure (Black, Christensen, Ciesielski, and Whipple 2018; Bradshaw et al. 2019). 
We also obtain similar inferences using robust regression rather than Fama-MacBeth regression, except that 
the coefficients on Street EPS and Exp_Excl are much higher than those presented in Table 3 when predicting 
GAAP EPS, and the coefficient on Exp_Excl is statistically higher than the coefficient on Street EPS.  
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whether they arise from items that analysts do not forecast altogether. We are unable to 

answer this question directly because we infer total exclusions from the difference 

between GAAP and street earnings. In other words, in our sample, we cannot observe 

precisely what earnings items analysts are excluding or the amount that they forecast for 

each excluded earnings item. However, due to the variation in forecasts across our sample, 

we can separately examine subsamples to shed light on whether analysts are mis-

forecasting the amount of exclusions or simply not forecasting such items. Specifically, as 

indicated in Panel C of Table 1, 22.36% of the firm-quarters in our sample do not have 

expected (or forecasted) exclusions but do have non-zero total (actual) exclusions. It is 

likely the case that for many of these firms, analysts did not provide forecasts for the items 

that were excluded. At the same time, 32.95% of the firm-quarters in our sample have both 

expected and actual exclusions. While not definitive for all firms in this subsample, it is 

likely that analysts provided forecasts for the items excluded, but did not correctly forecast 

the amount. We examine whether the association between unexpected exclusions and the 

earnings items differs across the subsample of firm-quarters in which analysts do not 

forecast exclusions (i.e., all exclusions are unexpected) and the subsample of firm-quarters 

in which analysts forecast expected exclusions.  

We re-estimate equation 4 including only firm-quarters with non-zero total 

exclusions, and estimate separate coefficients for the subsample of firm-quarters with zero 

vs. non-zero expected exclusions. Table 4 Column 1 presents coefficients for the subsample 

in which a firm has excluded items, but none were forecasted by analysts, such that all 

exclusions are unexpected. Column 2 presents coefficients for the subsample of firm-

quarters with both expected and total exclusions. In column 1 in which all exclusions are 
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unexpected, we find relations between unexpected exclusions and all earnings items. In 

fact, we find a stronger relation between unexpected exclusions and stock compensation 

expense for the subsample in which all exclusions are unexpected than for the subsample 

in which some exclusions are expected. This evidence suggests that unforecasted, 

unexpected exclusions are not only related to transitory items that occur at the end of the 

reporting period but also to recurring earnings items.14  

4.3 Market and analysts’ reaction to unexpected exclusions 

We next assess the investor response to unexpected exclusions around earnings 

announcements. Table 5 provides the results of regressing two-day buy-and-hold abnormal 

returns (CAR) on unexpected components of earnings for the 94,071 firm-quarters in our 

2004 to 2016 sample, as in equation 8.  

In column 1 of Table 5, we find a significant positive coefficient of 0.3557 (t = 14.67) 

on Unexp_GAAP. Column 2 replaces unexpected GAAP earnings with its two components 

Unexp_Street and Unexp_Excl. Both components have a significant positive coefficient; for 

Unexp_Street the coefficient is 1.6967 (t = 26.08) and for Unexp_Excl the coefficient is 

0.1646 (t = 5.85). This result is consistent with evidence in Bradshaw et al. (2018) that the 

earnings announcement return is incrementally explained by forecast errors from both 

GAAP and street earnings in some subsamples.15 Moreover, the magnitude of the 

coefficients on Unexp_Street and Unexp_Excl are remarkably different from one another and 

 
14 In untabulated analyses, we also perform the persistence test in Table 3 separately for the subsample of 
firm-quarters without and with expected exclusions. We find a significant positive coefficient on total 
exclusions for the subsample of firm-quarters with no expected exclusions. This is consistent with 
unforecasted, unexpected exclusions capturing not only transitory unexpected events at the end of the period 
but also recurring earnings items. 
15 Specifically, Bradshaw et al. (2018) find that GAAP earnings is incrementally informative when it provides a 
different signal than street earnings, such as when firms beat the street earnings forecast but miss this 
forecast with their GAAP earnings. 
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from the blended coefficient on Unexp_GAAP in column 1. This may suggest Unexp_Excl 

could be an important control when examining ERCs in other settings. Column 3 limits the 

sample to the 80,161 firm-quarters for which GAAP actual EPS in I/B/E/S equals 

Compustat actual EPS for the same firm-quarter. We continue to find a significant positive 

coefficient on Unexp_Excl (coefficient= 0.1689; t = 5.59). These results suggest that 

investors react to unexpected exclusions after controlling for unexpected street earnings 

and that unexpected exclusions are therefore value relevant. 

Next, we turn to analysts’ responses to unexpected exclusions. Table 6 provides the 

results of regressing consensus analysts’ revisions of next-quarter earnings (Revise) on 

unexpected earnings components, including unexpected GAAP earnings (Unexp_GAAP), 

unexpected street earnings (Unexp_Street), and unexpected earnings from excluded items 

(Unexp_Excl) for the 86,747 firm-quarters in our sample for which we can observe analysts’ 

revisions, as in equation 9. Panels A, B, and C respectively represent regressions of analysts’ 

revisions of their GAAP, street, and exclusions forecasts for quarter q+1. 

For GAAP forecast revisions in Panel A of Table 6, column 1 reports a significant 

positive coefficient of 0.0278 (t = 14.79) on Unexp_GAAP. In column 2, we replace 

unexpected GAAP earnings with its two components Unexp_Street and Unexp_Excl. Both 

components have a significant positive coefficient; the coefficient is 0.1103 (t = 22.68) on 

Unexp_Street and 0.0182 (t = 8.41) on Unexp_Excl. In column 3, we limit the sample to the 

74,109 firm-quarters for which GAAP actual EPS in I/B/E/S equals Compustat actual EPS. 

We continue to find a significant positive coefficient on Unexp_Excl (coefficient= 0.0168; t = 

7.42). These results suggest that analysts’ quarter-ahead earnings forecasts are positively 

associated with unexpected exclusions.  
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For street forecast revisions in Panel B of Table 6, column 1 reports a significant 

positive coefficient of 0.0254 (t = 14.81) on Unexp_GAAP. In column 2, we replace 

unexpected GAAP earnings with its two components Unexp_Street and Unexp_Excl. Both 

components have a significant positive coefficient; the coefficient is 0.1095 (t = 24.08) on 

Unexp_Street and 0.0142 (t = 7.35) on Unexp_Excl. In column 3, we limit the sample to the 

firm-quarters for which GAAP actual EPS in I/B/E/S equals Compustat actual EPS. We 

continue to find a significant positive coefficient on Unexp_Excl (coefficient= 0.0133; t = 

6.33). These results suggest that analysts’ quarter-ahead street earnings forecasts are 

positively associated with unexpected exclusions. 

For exclusions forecast revisions in Panel C of Table 6, column 1 reports a significant 

positive coefficient of 0.0011 (t = 4.63) on Unexp_GAAP. In column 2, we replace 

unexpected GAAP earnings with its two components Unexp_Street and Unexp_Excl. Both 

components have a significant coefficient; the coefficient is -0.0008 (t = -2.01) on 

Unexp_Street and 0.0023 (t = 6.24) on Unexp_Excl. Interestingly, revisions of next quarter’s 

expected exclusions are downward suggesting that analysts’ next-quarter forecasts are 

revised to exclude even more income-decreasing items when unexpected street earnings 

are higher. The results are similar in Column 3 using a sample limited to the firm-quarters 

for which GAAP actual EPS in I/B/E/S equals Compustat actual EPS. In untabulated 

analysis, we find that this result is influenced by the sub-sample of firm-quarters with 

negative Unexp_Excl. However, exclusions revisions are positively associated with 

unexpected exclusions, which is inconsistent with the notion that exclusions are transitory.  
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4.4 Quarter-ahead analysts’ forecast errors and unexpected exclusions 

To provide evidence about whether analysts’ revisions with respect to unexpected 

exclusions are complete, we examine the relation between quarter-ahead analysts’ forecast 

errors and current-quarter unexpected exclusions. Table 7 provides the results of 

regressing consensus analysts’ next-quarter earnings forecast errors (i.e., unexpected 

earnings) on current-quarter unexpected components of earnings, including unexpected 

GAAP earnings (Unexp_GAAP), unexpected street earnings (Unexp_Street), and unexpected 

earnings from excluded items (Unexp_Excl) for the 86,747 firm-quarters in our 2004 to 

2016 sample for which we can observe analysts’ next-quarter forecasts of both street and 

GAAP earnings, as in equation 10. Panels A and B respectively represent regressions of 

analysts’ GAAP and street forecast errors for quarter q+1. 

For GAAP forecast errors in Panel A of Table 7, column 1 reports a significant 

positive coefficient of 0.2092 (t = 10.59) on Unexp_GAAP. In column 2, which replaces 

unexpected GAAP earnings with its two components Unexp_Street and Unexp_Excl. Both 

components have a significant positive coefficient. The coefficient is 0.4012 (t = 12.79) on 

Unexp_Street and 0.2298 (t = 8.82) on Unexp_Excl. This evidence suggests that analysts’ 

quarter-ahead GAAP forecast errors are positively associated with current-quarter 

unexpected exclusions. For street forecast errors in Panel B of Table 7, column 1 reports a 

significant positive coefficient of 0.0489 (t = 8.89) on Unexp_GAAP. Column 2 replaces 

unexpected GAAP earnings with its two components Unexp_Street and Unexp_Excl. Both 

Unexp_Street and Unexp_Excl have significant positive coefficients. The coefficient is 0.2672 

(t = 19.85) on Unexp_Street while the coefficient on Unexp_Excl is not significantly different 

from zero. We conclude from this analysis in Table 7 that there is evidence that analysts do 
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not appear to efficiently incorporate unexpected excluded earnings in their GAAP forecasts 

while there is no evidence of a similar inefficiency related to their street forecasts. 

4.5 Management forecasts, pro forma earnings, and meet-or-beat earnings 

Our results suggest a response by both investors and analysts to unexpected 

exclusions when earnings are announced. Considering the increasing trend in management 

forecasts and managers’ disclosure of non-GAAP earnings, we examine whether the 

response to unexpected exclusions varies depending on the presence of an earnings 

forecast by management, the presence of pro-forma earnings disclosed by management, or 

whether earnings meet-or-beat analysts street earnings forecast. 

Table 8 presents our results. In Panels A, B, and C, we re-estimate equations 8, 9, and 

10, respectively. In each Panel, we include an indicator variable for the presence of a 

management earnings forecast in column 1, the presence of pro-forma earnings disclosed 

by management (Bentley et al. 2018) in column 2, and earnings that meet-or-beat 

expectations for the quarter (Bradshaw et al. 2019) in column 3. 16 We separately include 

each indicator variable as well as interactions between the indicator and both Unexp_Street 

and Unexp_Excl. Our interest is in the interaction terms.  

Panel A of Table 8 considers the market’s reaction. In column 1, we observe a 

positive coefficient on the interaction of Management forecast with Unexp_Street. In column 

2, the coefficient on the interaction of Non-GAAP actual with Unexp_Excl is negative. In 

column 3, we observe a positive coefficient on the interaction of Meet-or-Beat with 

Unexp_Street. That is, we find a stronger investor response to unexpected street earnings 

 
16 While the presence of pro-forma earnings captures whether management is explicitly excluding items and 
providing a non-GAAP earnings measure, data availability limits our sample because we only include 
observations used by Bentley et al. (2018). 
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when managers have provided a management forecast than when they have not and when 

earnings meet or beat expectations, and a weaker investor response to unexpected 

exclusions when managers provide non-GAAP reported earnings.  

Panel B of Table 8 considers analysts’ GAAP earnings forecasts revisions. The 

coefficients on the interaction terms in columns 1 and 2 are not significantly different from 

zero. In column 3, however, we observe a negative coefficient on the interactions of Meet-

or-Beat with both Unexp_Street and Unexp_Excl, suggesting analysts are less sensitive to 

both unexpected street earnings and exclusions when earnings meet or beat expectations. 

Finally, Panel C of Table 8 considers analysts’ forecast error for the next quarter. In column 

1, we observe a negative coefficient on the interaction of Management forecast with 

Unexp_Excl. This evidence suggests that analysts more efficiently incorporate the 

information in unexpected exclusions in their quarter-ahead GAAP forecasts when the 

manager issues a forecast. The coefficients on the interaction terms in column 2 are not 

significantly different from zero. In column 3, the coefficient on the interaction between 

Meet-or-Beat and Unexp_Street is negative, but the interaction between Meet-or-Beat and 

Unexp_Excl is not significant. This suggests that analysts more efficiently incorporate the 

information in street earnings when earnings meet or beat expectations.   Taken together, 

the results in Table 8 provide some evidence that investors and analysts pay less attention 

to unexpected exclusions when management provides pro forma earnings or when 

earnings meet or beat analyst expectations.  
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5. CONCLUSION 

 This study evaluates unexpected exclusions from street earnings forecasts. We find 

that, relative to analysts’ expected exclusions, which generally reflect income-decreasing, 

recurring earnings items, unexpected exclusions are more frequent, larger in magnitude, 

and reflect both non-recurring and recurring items. Importantly, unexpected exclusions are 

associated with significantly less persistent earnings than expected exclusions but are 

significantly positively associated with future earnings. We also find a significant positive 

association between unexpected exclusions and market returns as well as  analysts’ 

forecast revisions  controlling for unexpected street earnings. However, we also observe a 

positive relation between analysts’ forecast errors in the subsequent quarter and current-

quarter unexpected exclusions. Additional analyses suggest that market participants’ 

responses to unexpected exclusions are influenced by management’s provision of earnings 

guidance and whether reported earnings meet or beat the consensus forecast.  

 We contribute to the street vs. GAAP literature with evidence that expected and 

unexpected exclusions are differentially associated with earnings items and with future 

performance. We also contribute to the literature on items excluded from street forecasts 

with evidence that analysts and investors react to unexpected exclusions. Taken together, 

our evidence suggests that distinguishing between expected and unexpected exclusions is 

useful and that unexpected exclusions are informative for firm value and future earnings.    
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APPENDIX 
Variable Definitions 

 
 
 Variable  Definition 
   
Accruals = Cash flow from operations (OANCFQ), scaled by common 

shares outstanding, less earnings per shares (EPSFIQ) 
ANF = The number of I/B/E/S analysts issuing EPS forecasts for 

firm j during year t 
CAR = Market-adjusted buy-and-hold returns during the two-

trading-day window beginning on the earnings 
announcement date 

D&A expense = Compustat item DPQ (depreciation and amortization 
expense), scaled by market value and set equal to zero if 
missing 

Diff = Indicator variable that equals one when actual GAAP EPS in 
I/B/E/S differs from each of EPSPIQ, EPSPXQ, EPSFIQ, and 
EPSFXQ in Compustat, and equals zero otherwise 

Discontinued items = Compustat item DOQ (discontinued items), scaled by market 
value and set equal to zero if missing 

DISP = Standard deviation of I/B/E/S Street EPS forecasts 
Exp_Excl = The mean of individual analysts’ GAAP Forecast less the mean 

of individual analysts’ Street Forecast, from I/B/E/S, scaled by 
price 

Expected Exclusions = GAAP Forecast – Street Forecast 
Extraordinary items = Compustat items XIQ (extraordinary items), scaled by market 

value and set equal to zero if missing 
GAAP Actual = Actual GAAP EPS from I/B/E/S (GPS) 
GAAP Forecast = Forecast GAAP EPS from I/B/E/S (GPS) 
Gains and losses = Compustat item GLPQ (Gain/loss), scaled by market value 

and set equal to zero if missing 
Goodwill impairments  Compustat item GDWLIAQ (Impairment of goodwill after-

tax), scaled by market value and set equal to zero if missing 
Income_Decr = The sum of positive values of discontinued items, 

extraordinary items, special items (including each of gains 
and losses, goodwill impairments, restructuring charges, 
writedowns, and other special items), and non-recurring 
taxes 

Income_Incr = The sum of negative values of discontinued items, 
extraordinary items, special items (including each of gains 
and losses, goodwill impairments, restructuring charges, 
writedowns, and other special items), and non-recurring 
taxes, in addition to R&D expense and stock compensation 
expense 
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Income_Nonrecur = The sum of discontinued items, extraordinary items, goodwill 
impairment, non-recurring taxes, restructuring costs, and 
writedowns 

Income_Recur = The sum of gains and losses, other special items, R&D 
expense, and stock compensation expense 

Lev = Leverage of firm j as of the end of year t-1, calculated as long-
term debt (Compustat item DLTT) scaled by total assets 
(Compustat item AT) 

Loss = Indicator variable that equals one if there is a loss in the 
quarter q, and equals zero otherwise 

Management forecast = Indicator variable that equals one if management issues an 
earnings forecast for quarter q, and equals zero otherwise 

Meet-or-Beat = Indicator variable that equals one if quarter q street earnings 
meet or beat expectations (according to the median of 
analysts’ latest available forecasts prior to the quarterly 
earnings release), and equals zero otherwise 

MtoB = Market value as of the end of fiscal year t-1, from CRSP, 
divided by book value of firm j as of the end of fiscal year t-1, 
from Compustat  

MV = Market value of firm j as of the end of year t-1, according to 
CRSP 

Other special items = Special items less Gains and losses, Goodwill impairments, 
Restructuring charges, and Writedowns 

Non-GAAP actual = Indicator variable that equals one if management issues non-
GAAP actual earnings for quarter q, and equals zero 
otherwise 

Non-recurring taxes = Compustat item NRTXTQ (Non-recurring taxes), scaled by 
market value and set equal to zero if missing 

R&D expense = Compustat item XRDQ (Research and development expense), 
scaled by market value and set equal to zero if missing 

Restructuring charges = Compustat item RCPQ (Restructuring cost pre-tax), scaled by 
market value and set equal to zero if missing 

Revise_Excl = The mean of individual analysts’ exclusions forecast 
revisions, scaled by price. For each analyst’s revision, we 
compute the difference between the analyst’s first forecast of 
quarter q+1 earnings exclusions made following the release of 
quarter q earnings and the same analyst’s latest forecast of 
quarter q+1 earnings exclusions made prior to the release of 
quarter q earnings. 

Revise_GAAP = The mean of individual analysts’ street GAAP forecast 
revisions, scaled by price. For each analyst’s revision, we 
compute the difference between the analyst’s first forecast of 
quarter q+1 GAAP earnings made following the release of 
quarter q earnings and the same analyst’s latest forecast of 
quarter q+1 GAAP earnings made prior to the release of 
quarter q earnings. 
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Revise_Street = The mean of individual analysts’ street EPS forecast revisions, 
scaled by price. For each analyst’s revision, we compute the 
difference between the analyst’s first forecast of quarter q+1 
street earnings made following the release of quarter q 
earnings and the same analyst’s latest forecast of quarter q+1 
street earnings made prior to the release of quarter q 
earnings. 

SG = Sales growth in fiscal year t 
Special items = Compustat item SPIQ (Special items), scaled by market value 

and set equal to zero if missing 
Stock compensation 
expense 

= Compustat item STKCPAQ (After-tax stock compensation), 
scaled by market value. If STKCPAQ is missing, this variable is 
set to equal Compustat item STKCOQ * (1-.35). If both 
STKCPAQ and STKCOQ are missing, this variable is set to 
equal zero.  

Street Actual = Actual street EPS from I/B/E/S (EPS) 
Street Forecast = Forecast street EPS Forecast from I/B/E/S (EPS) 
Total Exclusions = GAAP Actual – Street Actual 
Unexpected Exclusions = Total Exclusions less Expected Exclusions 
Unexp_Excl = Total Exclusions less mean of individual analysts’ Expected 

Exclusions, inferred from I/B/E/S, scaled by price 
Unexp_GAAP = GAAP Actual less mean of individual analysts’ GAAP Forecast, 

from I/B/E/S, scaled by price 
Unexp_Street = Street Actual less mean of individual analysts’ Street Forecast, 

from I/B/E/S, scaled by price 
Writedowns = Compustat item WPDQ (Writedowns pre-tax), scaled by 

market value and set equal to zero if missing 
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Figure 1. De-composition of unexpected and expected exclusions implied by GAAP and Street EPS forecasts 

   

 

 

 

 

 

Box sizes match the relative size of GAAP actual EPS vs street actual EPS, and the expected and unexpected 
portions of the exclusions. 
  

GAAP EPS Expected 
Exclusions 

Unexpected 
Exclusions 

Street EPS 
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Figure 2. Timeline of events surrounding the calculation of street earnings and exclusions 
 
 

 
 
This figure summarizes the important events following ex ante GAAP and Street EPS forecasts made by 
analysts. Actual GAAP EPS (as well as GAAP EPS forecast error) can be determined immediately following 
the earnings press release. However, actual street EPS (as well GAAP EPS forecast error and total and 
unexpected exclusions) cannot be determined until after street EPS is calculated and reported by a forecast 
aggregator such as I/B/E/S. Bochkay et al. (2018) refer to this as street earnings “activation” and report 
that the median delay following the earnings press release is 44 minutes for I/B/E/S. For additional 
context and events, refer to Bochkay et al. (2018, Figure 1) and Black et al. (2019, Figure 1). 
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Table 1 
Sample Selection and Descriptive Statistics 

 
Panel A: Sample Selection    
  Firm- 

Years 
Firm- 

Quarters 
Analyst-firm-

years 
Analyst-firm-

quarters 
 

   
Observations with I/B/E/S street forecasts available for upcoming quarter 
following prior-quarter earnings announcement date according to 
Compustat, during 2004-2016 

40,653 145,563 371,583 954,187  

     Observations with non-missing Compustat and CRSP data 33,686 123,928 315,623 792,655  
Observations with I/B/E/S GAAP forecasts available for upcoming quarter 
following prior-quarter earnings announcement date according to 
Compustat, during 2004-2016 

33,199 109,336 186,508 418,571  

     Observations with non-missing Compustat and CRSP data 27,915 94,071 166,983 377,418  
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Table 1 (continued) 
Panel B: Forecasts and I/B/E/S actual values of GAAP earnings, street earnings, and implied exclusions from street earnings  
 N Mean Std. Dev. P25 Median P75  
        
GAAP Forecast ($/share) 94,071 0.390 3.165 0.090 0.278 0.552 ` 
GAAP Actual ($/share) 94,071 0.333 2.918 0.060 0.265 0.560  
        
Street Forecast ($/share) 94,071 0.400 0.681 0.110 0.298 0.570  
Street Actual ($/share) 94,071 0.410 0.874 0.110 0.310 0.600  
        
Expected Exclusions ($/share) 94,071 −0.010 3.090 −0.005 0.000 0.000  
     Positive Expected Exclusions ($/share) 5,104 0.344 13.253 0.004 0.014 0.047  
     Negative Expected Exclusions ($/share) 25,898 −0.103 0.219 −0.120 −0.050 −0.017  
Unexpected Exclusions ($/share) 94,071 −0.067 4.041 −0.028 0.000 0.000  
     Positive Unexpected Exclusions ($/share) 18,805 0.261 5.719 0.010 0.040 0.140  
     Negative Unexpected Exclusions ($/share) 33,614 -0.328 5.296 -0.190 -0.060 -0.020  
Total Exclusions ($/share) 94,071 −0.077 2.615 −0.060 0.000 0.000  
     Positive Total Exclusions ($/share) 10,788 0.415 7.393 0.030 0.090 0.270  
     Negative Total Exclusions ($/share) 36,509 -0.321 1.157 -0.250 -0.100 -0.040  
        
Unexpected GAAP earnings, scaled by price (Unexp_GAAPj,q,t) 94,071 −0.004 0.119 −0.003 0.000 0.002  
Unexpected street earnings, scaled by price (Unexp_Streetj,q,t) 94,071 −0.000 0.061 −0.001 0.000 0.002  
Unexpected exclusions earnings, scaled by price (Unexp_Exclj,q,t) 94,071 −0.004 0.099 −0.001 0.000 0.000  
     Unexp_Excl when Expected Exclusions = 0 and Total Exclusions ≠ 0 ($/share) 25,264 -0.142 7.596 -0.102 -0.020 0.010  
     Unexp_Excl when Expected Exclusions ≠ 0 and Total Exclusions ≠ 0 ($/share) 21,033 -0.124 0.978 -0.130 -0.030 0.025  
CAR 94,071 0.003 0.082 −0.035 0.001 0.041  
Revise_GAAP 86,747 −0.001 0.010 −0.001 −0.000 0.000  
Revise_Street 86,747 −0.001 0.008 −0.001 −0.000 0.000  
Revise_Excl 86,747 −0.000 0.005 0.000 0.000 0.000  
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   Table 1 (continued) 
Panel C: Frequency of firm-quarters with Positive/Zero/Negative Expected Exclusions Compared to Frequency of 
Positive/Zero/Negative Total Exclusions 
 

 Total Exclusions >  0 Total Exclusions =  0 Total Exclusions <  0 
 No. of Obs. Frequency No. of Obs. Frequency No. of Obs. Frequency 
Expected Exclusions > 0 1,716 1.82% 1,736 1.85% 1,652 1.76% 
Expected Exclusions = 0 6,904 7.34% 42,036 44.69% 14,129 15.02% 
Expected Exclusions < 0 2,168 2.30% 3,002 3.19% 20,728 22.03% 
  11.47%  49.72%       38,81% 
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   Table 1 (continued) 
Panel D: Total, Expected, and Unexpected Analysts’ Exclusions ($/share) 

    Total Exclusions Expected Exclusions Unexpected Exclusions 

Year 

Firm-
quarters 

with street 
EPS 

forecast 

Firm-
quarters 

with GAAP 
EPS 

forecast 

(2) 
as% 

of 
(1) 

% of 
(2) 

with 
non-
zero 

Mean 
as% 

of 
GAAP 

EPS 

 
 

Mean 

% of 
(2) 

with 
non-
zero 

Mean 
as% 

of 
GAAP 
EPS 

 
 
 

Mean 

% of 
(2) 

with 
non-
zero 

Mean 
as% 

of 
GAAP 
EPS 

 
 

Mean 
 (1) (2) (3) (4) (5) (6) (7) (8) (9) (10) (11) (12) 

2004 9,190 2,649 28.8 37.8 −0.3 −0.0390 21.7 −1.2 −0.0169 35.8 0.9 −0.0221 
2005 9,574 3,631 37.9 41.2 2.2 −0.0185 21.7 6.6 0.0339 39.8 −4.4 −0.0524 
2006 9,711 4,796 49.4 44.7 −1.4 −0.0259 25.8 11.3 0.1739 42.9 −12.7 −0.1998 
2007 9,479 6,047 63.8 41.2 −3.4 −0.0456 21.3 −4.2 −0.0168 39.9 0.8 −0.0288 
2008 8,008 6,054 75.6 41.4 0.7 −0.1790 21.2 −3.1 −0.0204 40.0 3.7 −0.1586 
2009 9,140 8,047 88.0 41.0 −6.3 −0.0747 20.6 −5.9 −0.0153 39.3 −0.5 −0.0594 
2010 9,349 8,483 90.7 43.3 −1.6 −0.0330 21.1 −4.5 −0.0157 41.2 2.9 −0.0173 
2011 8,953 8,294 92.6 48.9 −1.7 −0.0614 23.5 −5.1 −0.0222 47.1 3.4 −0.0393 
2012 8,994 8,291 92.2 52.6 −7.2 0.0184 26.6 −11.8 0.0104 50.7 4.6 0.0080 
2013 9,901 8,903 89.9 54.3 3.6 −0.0640 28.0 −3.9 −0.0221 52.0 7.4 −0.0419 
2014 10,481 9,487 90.5 55.4 −8.5 −0.0936 29.9 −3.6 −0.0276 53.5 −4.8 −0.0660 
2015 10,563 9,714 92.0 55.4 −4.5 −0.1593 31.3 −4.5 −0.0363 54.3 0.0 −0.1230 
2016 10,585 9,675 91.4 56.2 −0.2 −0.1388 34.1 −2.4 −0.0454 55.1 2.2 −0.0935 

             
2004−2016 123,928 94,071 75.9 48.8 −2.6 −0.0770 26.0 −3.5 −0.0097 47.2 0.9 −0.0672 

 
This table contains details regarding sample selection, in Panel A, and descriptive statistics, in Panels B, C, and D. Panel B provides 
descriptive statistics on analysts’ forecasts and the actual value from I/B/E/S of GAAP earnings, street earnings, and the implied earnings 
exclusions for the 94,071 firm-quarters in our 2004 to 2016 sample with non-missing Compustat and CRSP data. Panel C compares the 
frequency of positive/zero/negative expected exclusions with the frequency of positive/zero/negative total exclusions. Panel D provides 
annual details on the number of firm-quarters with street forecasts and with GAAP forecasts as well as mean per-share values of total, 
expected, and unexpected earnings exclusions. All variables are presented before winsorizing. Variable definitions are in the Appendix. 
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Table 2 
Association Between Analysts’ Earnings Exclusions and Compustat Earnings Items 

 
Panel A: Descriptive statistics for Compustat earnings items 

 
  % non-zero Mean Std. Dev. P1 Median P99 
D&A expenseR  90.4 −0.0106 0.0185 −0.0799 −0.0059 0.0000 
Discontinued itemsN  16.2 0.0000 0.0116 −0.0071 0.0000 0.0090 
Extraordinary itemsN  0.2 −0.0000 0.0073 0.0000 0.0000 0.0000 
Gains and lossesR  4.6 0.0002 0.0062 −0.0000 0.0000 0.0031 
Goodwill impairmentN  2.4 −0.0018 0.0313 −0.0159 0.0000 0.0000 
Non-recurring taxesN  5.7 0.0002 0.0118 −0.0016 0.0000 0.0060 
Other special itemsR  47.5 −0.0001 0.0151 −0.0171 0.0000 0.0131 
R&D expenseR  34.2 −0.0033 0.0083 −0.0348 0.0000 0.0000 
Restructuring costsN  21.6 −0.0005 0.0041 −0.0093 0.0000 0.0001 
Stock compensation expenseR  89.2 −0.0017 0.0039 −0.0122 −0.0009 0.0000 
WritedownsN  5.0 −0.0005 0.0101 −0.0067 0.0000 0.0000 
Income_Incr  27.2 0.0021 0.0195 0.0000 0.0000 0.0415 
Income_Decr  98.3 −0.0202 0.0470 −0.1515 −0.0113 0.0000 
Income_Recur  98.3 −0.0155 0.0263 −0.0993 −0.0103 0.0038 
Income_Nonrecur  38.1 −0.0026 0.0393 −0.0627 0.0000 0.0169 
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  Table 2 (continued) 
Panel B: Association between consensus analysts’ earnings exclusions and Compustat earnings items 

Dependent variable = Total_Excljq  Exp_Excljq  Unexp_Excljq 
 Difference in 

coefficients 
 

  (1)  (2)  (3)  (2) – (3)  
Intercept  −0.0028 *** −0.0006 *** −0.0023 ***   
  (−9.49)  (−7.37)  (−9.18)    
D&A expenseR  0.1062 *** 0.0047 *** 0.1020 *** −0.0973 *** 
  (7.92)  (2.94)  (8.06)  (1,282.7)  
Discontinued itemsN  0.2447 *** 0.0049 ** 0.2257 *** −0.2208 *** 
  (7.35)  (2.37)  (7.59)  (2,682.1)  
Extraordinary itemsN  0.0006  −0.0001  0.0006  −0.0007  
  (0.07)  (−0.07)  (0.08)  (0.01)  
Gains and lossesR  0.2244 *** 0.0131 *** 0.2030 *** −0.1899 *** 
  (5.08)  (3.13)  (5.15)  (559.1)  
Goodwill impairmentN  0.2756 *** 0.0032 *** 0.2583 *** −0.2551 *** 
  (9.80)  (3.09)  (9.87)  (21,286.3)  
Non-recurring taxesN  0.2251 ** 0.0036 * 0.2127 *** −0.2091 *** 
  (9.66)  (1.87)  (9.64)  (2,499.8)  
Other special itemsR  0.1554 *** 0.0065 ** 0.1479 *** −0.1414 *** 
  (3.30)  (2.26)  (3.33)  (1,535.0)  
R&D expenseR  0.1204 *** 0.0958 *** 0.0155  0.0803 *** 
  (4.05)  (7.98)  (0.81)  (168.0)  
Restructuring costsN  0.5540 *** 0.0647 *** 0.4850 *** −0.4203 *** 
  (7.13)  (5.84)  (7.23)  (1,136.7)  
Stock compensation expenseR  0.2985 *** 0.1025 *** 0.1787 *** −0.0762 *** 
  (4.17)  (3.72)  (3.63)  (32.8)  
WritedownsN  0.2602 *** 0.0007  0.2489 *** −0.2482 *** 
  (5.31)  (0.47)  (5.37)  (2,546.8)  
Diff  Yes  Yes  Yes    
Fixed Effects Fqtr, Year  Fqtr, Year  Fqtr, Year    
          
Number of firm-quarters 94,071  94,071  94,071    
Adj. R2  0.3207  0.1233  0.3107    
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                              Table 2 (continued) 
Panel C: Association between consensus analysts’ earnings exclusions and income-increasing and –decreasing earnings items 
      

Dependent variable = Total_Excljq  Exp_Excljq  Unexp_Excljq  
Difference in 

coefficients 
 

  (1)  (2)  (3)  (2) – (3)  
Intercept  0.0026 *** −0.0008 *** 0.0031 ***   
  (6.77)  (−13.52)  (8.72)    
Income_Incr  0.1784 *** 0.0288 *** 0.1525 *** −0.1237 *** 
  (3.85)  (7.43)  (3.57)  (205.8)  
Income_Decr  0.4263 *** 0.0273 *** 0.3814 *** −0.3541 *** 
  (25.65)  (14.65)  (24.95)  (32,307.1)  
Diff  Yes  Yes  Yes    
Fixed Effects Fqtr, Year  Fqtr, Year  Fqtr, Year    
          
Number of firm-quarters 94,071  94,071  94,071    
Adj. R2  0.3481  0.0580  0.3198    
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                 Table 2 (continued) 
Panel D: Association between consensus analysts’ earnings exclusions and recurring and non-recurring earnings items 
      

Dependent variable = Total_Excljq  Exp_Excljq  Unexp_Excljq  
Difference in 

coefficients 
 

  (1)  (2)  (3)  (2) – (3)  
Intercept  −0.0009 *** −0.0006 *** −0.0004 *   
  (−3.73)  (−9.74)  (−1.84)    
Income_Recur  0.1995 *** 0.0421 *** 0.1534 *** −0.1113 *** 
  (18.11)  (13.54)  (15.46)  (1,806.9)  
Income_Nonrecur  0.8485 *** 0.0171 *** 0.7878 *** −0.7707 *** 
  (24.61)  (8.38)  (24.49)  (58,491.0)  
Diff  Yes  Yes  Yes    
Fixed Effects Fqtr, Year  Fqtr, Year  Fqtr, Year    
          
Number of firm-quarters 94,071  94,071  94,071    
Adj. R2  0.4505  0.0710  0.4323    

This table presents the results of tests of the association between consensus analysts’ earnings exclusions and Compustat earnings items. Panel A 
presents descriptive statistics (N= 94,071 firm-quarters) for the Compustat earnings items used in our tests; all variables are scaled by market 
value. Panels B, C, and D present the results of OLS regressions where the dependent variable is either Total_Excljq, Exp_Excljq, or Unexp_Excljq. 
Total_Excljq, i.e., total exclusions, is the difference between GAAP and street actual EPS, scaled by price. Exp_Excljq, i.e., expected exclusions, is the 
mean difference between analysts’ GAAP and street EPS forecasts, scaled by price. Unexp_Excljq, i.e., unexpected exclusions, is the difference 
between Total_Excljq and Exp_Excljq. Panel B regresses the aforementioned dependent variables on individual Compustat earnings items. Panel C 
regresses the same dependent variables on Income_Incrjq and Income_Decrjq. Income_Incr represents the sum of positive values of discontinued 
items, extraordinary items, special items, and non-recurring taxes, while Income_Decr represents the sum of negative values of depreciation and 
amortization expense, discontinued items, extraordinary items, research and development expense, special items, stock compensation expense, 
and non-recurring taxes. Panel D regresses the same dependent variables on Income_Recurjq and Income_Nonrecurjq. Income_Recur represents the 
sum of depreciation and amortization expense, gains and losses, other special items, research and development expense, and stock compensation 
expense (these items are denoted with superscript R), while Income_Nonrecur represents the sum of discontinued items, extraordinary items, 
goodwill impairment, non-recurring taxes, restructuring costs, and writedowns (these items are denoted with superscript N). In the fourth column 
of Panels B, C, and D, we present the difference in coefficients in columns 2 and 3 using seemingly unrelated regressions, with F-values in 
parentheses. Each of the variables is winsorized before inclusion in the regressions. In columns 1 through 3, t-statistics appear in parentheses 
based on standard errors clustered at the firm level. ***, **, and * denote significance at the one, five and ten percent levels, respectively, based on 
two-tailed tests. Variable definitions are in the Appendix.  
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Table 3 
Quarterly regressions of future earnings and cash from operations on street earnings and earnings exclusions 
  Dependent variable = GAAP EPSq+1 Dependent variable = CFPSq+1 
 Expected sign  (1)   (2)   (3)   (4)  
Intercept ? 0.0028 *** 0.0033 *** 0.0164 *** 0.0163 *** 
  (8.24)  (9.95)  (17.78)  (17.66)  
 Street EPS + 0.5005 *** 0.5128 *** 0.4751 *** 0.4798 *** 
  (14.43)  (14.91)  (13.76)  (14.02)  
Total_Exclj + 0.1354 ***   0.0308    
  (5.28)    (1.66)    
Exp_Exclj +   0.6188 ***   0.0136  
    (10.10)    (0.25)  
Unexp_Exclj +   0.0803 ***   0.0202  
    (4.23)    (1.32)  
SG ? 0.0000  0.0000  −0.0000 * −0.0000 * 
  (0.79)  (1.61)  (−1.85)  (−1.77)  
Accruals ? −0.0024 ** −0.0069 *** 0.0028  0.0026  
  (−2.46)  (−3.23)  (0.62)  (0.56)  
Diff Yes  Yes  Yes  Yes  
          
Number of firm-quarters 86,666  86,666  86,676  86,676  
Adj. R2  0.337  0.352  0.1793  0.1829  
          

F-tests (p-value in parentheses):          
Street EPS = Total_Exclj  79.52 (<0.01)   121.29 (<0.01)   
Street EPS = Exp_Exclj    2.18 (0.15)   58.66 (<0.01) 
Street EPS = Unexp_Exclj    143.47 (<0.01)   159.39 (<0.01) 
Exp_Exclj = Unexp_Exclj    83.03 (<0.01)   0.02 (0.90) 
          

This table presents the results of Fama-MacBeth regression tests of the association between next-quarter GAAP earnings (GAAP EPSq+1) or cash from 
operations (CFPSq+1) on current-quarter street earnings (Street EPSq+1) and either Total_Excljq or Exp_Excljq and Unexp_Excljq for the firm-quarters in 
our 2004 to 2016 sample for which we can observe next-quarter earnings or cash from operations. Total_Excljq, i.e., total exclusions, is the difference 
between GAAP and street actual EPS, scaled by price. Exp_Excljq, i.e., expected exclusions, is the mean difference between analysts’ GAAP and street 
EPS forecasts, scaled by price. Unexp_Excljq, i.e., unexpected exclusions, is the difference between Total_Excljq and Exp_Excljq. Each of the variables is 
winsorized before inclusion in the regressions, and all variables are scaled by assets. T-statistics appear in parentheses. ***, **, and * denote 
significance at the one, five and ten percent levels, respectively, based on two-tailed tests. Variable definitions are in the Appendix.
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  Table 4 
  Association between consensus unexpected earnings exclusions and Compustat earnings 
items for sub-samples of firm-quarters with and without expected exclusions 

 

Total_Excl ≠ 0 
and 

Exp_Excl = 0  

Total_Excl ≠ 
0 and 

Exp_Excl ≠ 0  

Difference in 
coefficients 

in (1) and (2) 

 

Dependent variable = Unexp_Excljq       
  (1)  (2)    
Intercept  −0.0041 *** −0.0038 ***   
  (−6.97)  (−8.00)    
D&A expenseR  0.1217 *** 0.1754 *** −0.0537 *** 
  (4.77)  (6.41)  (75.07)  
Discontinued itemsN  0.2346 *** 0.2661 *** −0.0315 *** 
  (5.61)  (4.99)  (13.70)  
Extraordinary itemsN  0.3476 *** 0.5458 *** −0.1982 * 
  (2.90)  (37.50)  (3.38)  
Gains and lossesR  0.2168 *** 0.2438 *** −0.027 * 
  (4.09)  (2.85)  (3.14)  
Goodwill impairmentN  0.3583 *** 0.2558 *** 0.1025 *** 
  (12.58)  (6.06)  (799.59)  
Non-recurring taxesN  0.2411 *** 0.2387 *** 0.0024  
  (6.99)  (6.84)  (0.05)  
Other special itemsR  0.3075 *** 0.1424 * 0.1651 *** 
  (6.11)  (1.95)  (428.37)  
R&D expenseR  0.0628 * 0.0702 *** −0.0074  
  (1.77)  (2.61)  (0.020)  
Restructuring costsN  0.4211 *** 0.4848 *** −0.0637 *** 
  (4.90)  (4.73)  (7.14)  
Stock compensation expenseR  0.4044 *** 0.0928 ** 0.3116 *** 
  (4.94)  (2.09)  (125.13)  
WritedownsN  0.3431 *** 0.2301 *** 0.1130 *** 
  (6.06)  (3.79)  (124.99)  
Diff   Yes     

Fixed Effects  
Fqtr, 
Year     

        
Number of firm-quarters  47,297     
Adj. R2   0.4098     

This table presents the results of tests of the association between consensus analysts’ unexpected 
earnings exclusions and Compustat earnings items. The dependent variable is Unexp_Excljq, i.e., 
unexpected exclusions, which is the difference between Total_Excljq and Exp_Excljq. Coefficients presented 
in columns 1 and 2 reflect the sub-sample of firm-quarters for which Total_Excljq ≠ 0 and Exp_Excljq. = 0, 
and Total_Excljq ≠ 0 and Exp_Excljq. ≠ 0. In column 3, we present the significance of difference in coefficients 
in columns 1 and 2 based on F-tests. Each of the variables is winsorized before inclusion in the regressions. 
In columns 1 and 2, t-statistics appear in parentheses based on standard errors clustered at the firm level. 
In column 3, F-values appear in parentheses. ***, **, and * denote significance at the one, five and ten 
percent levels, respectively, based on two-tailed tests. Variable definitions are in the Appendix. 
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  Table 5 
  Earnings Response Coefficients 

 
  Dependent Variable = CARjq  

 
Expected 

sign  (1)   (2)  

Diff=0 
sample 

(3) 

 

Intercept ? 0.0001  -0.0007  -0.0012  
  (0.04)  (-0.41)  (-0.64)  
Unexp_GAAP  + 0.3557 ***     
  (14.67)      
Unexp_Street +   1.6967 *** 1.8074 *** 
    (26.08)  (24.61)  
Unexp_Excl +   0.1646 *** 0.1689 *** 
    (5.85)  (5.59)  
ANF ? -0.0002 *** -0.0003 *** -0.0003 *** 
  (-4.62)  (-5.78)  (-6.46)  
DISP ? 0.0067  0.0220 *** 0.0250 *** 
  (1.37)  (4.08)  (4.40)  
lnMV  0.0007 *** 0.0006 ** 0.0007 ** 
  (2.79)  (2.34)  (2.48)  
MtoB  0.0005 *** 0.0005 *** 0.0005 *** 
  (8.90)  (8.25)  (7.92)  
Lev  0.0002  0.0006  0.0014  
  (0.13)  (0.37)  (0.82)  
Loss  −0.0095 *** −0.0061 *** −0.0054 *** 
  (−10.78)  (−6.91)  (−5.84)  
Diff Yes  Yes  No  
Year Fixed Effects Yes  Yes  Yes  
        
Number of firm-quarters 94,071  94,071  80,161  
Adj. R2  0.0194  0.0439  0.0455  

This table provides the results of regressing market-adjusted buy-and-hold returns during the two-
trading-day window beginning on the earnings announcement date on unexpected components of 
earnings, including unexpected GAAP earnings (Unexp_GAAP), unexpected street earnings 
(Unexp_Street), and unexpected earnings from excluded items (Unexp_Excl) for the 94,071 firm-
quarters in our 2004 to 2016 sample. Column 3 limits the sample to the 80,161 firm-quarters for 
which GAAP actual EPS in I/B/E/S equals Compustat actual EPS for the same firm-quarter. T-
statistics are presented in parentheses based on standard errors clustered at the firm level. Each of 
the independent variables is winsorized before inclusion in the regressions. ***, **, and * denote 
significance at the one, five and ten percent levels, respectively, based on two-tailed tests. Variable 
definitions are in the Appendix.
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  Table 6 
  Analysts’ Forecast Revisions 

Panel A: Analysts’ GAAP Forecast Revisions 
  Dependent Variable = Revise_GAAPjq+1  

 
Expected 

sign  (1)   (2)  

Diff=0 
sample 

 (3) 

 

Intercept ? −0.0028 *** −0.0029 *** −0.0030 *** 
  (−21.35)  (−21.71)  (−20.99)  
Unexp_GAAP  + 0.0278 ***     
  (14.79)      
Unexp_Street +   0.1103 *** 0.1123 *** 
    (22.68)  (22.59)  
Unexp_Excl +   0.0182 *** 0.0168 *** 
    (8.41)  (7.42)  
ANF ? −0.0000 *** −0.0000 *** −0.0000 *** 
  (−7.51)  (−8.52)  (−8.19)  
DISP ? −0.0049 *** −0.0040 *** −0.0034 *** 
  (−9.75)  (−7.92)  (−7.03)  
lnMV  0.0003 *** 0.0003 *** 0.0003 *** 
  (18.16)  (17.88)  (17.12)  
MtoB  0.0000 *** 0.0000 *** 0.0000 *** 
  (11.40)  (10.56)  (9.58)  
Lev  −0.0004 *** −0.0004 *** −0.0004 ** 
  (−3.71)  (−3.43)  (−3.06)  
Loss  −0.0006 *** −0.0004 *** −0.0004 *** 
  (−9.92)  (−6.35)  (−5.69)  
Diff Yes  Yes  No  
Year Fixed Effects Yes  Yes  Yes  
        
Number of firm-quarters 86,747  86,747  74,109  
Adj. R2  0.0728  0.1063  0.0980  
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  Table 6 (continued) 
Panel B: Analysts’ Street Forecast Revisions 
  Dependent Variable = Revise_Streetjq+1  

 
Expected 

sign  (1)   (2)  

Diff=0 
sample 

 (3) 

 

Intercept ? −0.0027 *** −0.0028 *** −0.0029 *** 
  (−21.83)  (−22.26)  (−21.29)  
Unexp_GAAP  + 0.0254 ***     
  (14.81)      
Unexp_Street +   0.1095 *** 0.1126 *** 
    (24.08)  (23.89)  
Unexp_Excl +   0.0142 *** 0.0133 *** 
    (7.35)  (6.33)  
ANF ? −0.0000 *** −0.0000 *** −0.0000 *** 
  (−7.58)  (−8.76)  (−8.43)  
DISP ? −0.0048 *** −0.0039 *** −0.0034 ** 
  (−10.25)  (−8.23)  (−7.35)  
lnMV  0.0003 *** 0.0003 *** 0.0003 *** 
  (18.92)  (18.70)  (17.76)  
MtoB  0.0000 *** 0.0000 *** 0.0000 *** 
  (11.35)  (10.52)  (9.57)  
Lev  −0.0005 *** −0.0004 *** −0.0004 ** 
  (−4.31)  (−4.08)  (−3.37)  
Loss  −0.0006 *** −0.0003 *** −0.0003 *** 
  (−9.84)  (−6.11)  (−5.38)  
Diff Yes  Yes  No  
Year Fixed Effects Yes  Yes  Yes  
        
Number of firm-quarters 86,747  86,747  74,109  
Adj. R2  0.0746  0.1153  0.1080  
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  Table 6 (continued) 
Panel C: Analysts’ Exclusion Forecast Revisions 
  Dependent Variable = Revise_Excljq+1  

 
Expected 

sign  (1)   (2)  

Diff=0 
sample 

 (3) 

 

Intercept ? −0.0001 *** −0.0001 *** −0.0001 ** 
  (−2.71)  (−2.63)  (−2.47)  
Unexp_GAAP  + 0.0011 ***     
  (4.63)      
Unexp_Street +   −0.0008 ** −0.0013 *** 
    (−2.01)  (−3.08)  
Unexp_Excl +   0.0023 *** 0.0020 *** 
    (6.24)  (5.29)  
ANF ? −0.0000 * −0.0000  −0.0000  
  (−1.92)  (−1.59)  (−0.94)  
DISP ? 0.0000  0.0000  0.0000  
  (0.49)  (0.02)  (0.26)  
lnMV  0.0000  0.0000  0.0000  
  (1.58)  (1.60)  (1.28)  
MtoB  0.0000  0.0000  0.0000  
  (1.58)  (1.36)  (1.20)  
Lev  0.0000  0.0000  0.0000  
  (1.25)  (1.50)  (0.84)  
Loss  −0.0001 *** −0.0001 *** −0.0005 *** 
  (−5.35)  (−5.02)  (−4.73)  
Diff Yes  Yes  No  
Year Fixed Effects Yes  Yes  Yes  
        
Number of firm-quarters 86,747  86,747  74,109  
Adj. R2  0.0036  0.0053  0.0040  

This table provides the results of regressing the mean revision in analysts’ forecasts of next-quarter 
earnings made during the quarter following release of prior-quarter earnings on unexpected 
components of prior-quarter earnings, including unexpected GAAP earnings (Unexp_GAAP), 
unexpected street earnings (Unexp_Street), and unexpected earnings from excluded items 
(Unexp_Excl) for the 86,747 firm-quarters in our 2004 to 2016 sample for which we can observe 
analysts’ revisions of their forecasts of next-quarter earnings. Column 3 further limits the sample to 
the 74,109 firm-quarters for which GAAP actual EPS in I/B/E/S equals Compustat actual EPS for the 
same firm-quarter. T-statistics are presented in parentheses based on standard errors clustered at 
the firm level. Each of the variables is winsorized before inclusion in the regressions. ***, **, and * 
denote significance at the one, five and ten percent levels, respectively, based on two-tailed tests. 
Variable definitions are in the Appendix.  
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  Table 7 
  Next-Quarter Unexpected Earnings 

Panel A: Analysts’ GAAP Forecast Errors 
  Dependent Variable = Unexp_GAAPjq+1 

 
Expected 

sign  (1)   (2)   
Intercept ? −0.0114 *** −0.0114 ***  
  (−18.13)  (−18.28)   
Unexp_GAAP  ? 0.2092 ***    
  (10.59)     
Unexp_Street ?   0.4012 ***  
    (12.79)   
Unexp_Excl ?   0.2298 ***  
    (8.82)   
ANF ? −0.0002 *** −0.0002 ***  
  (−10.79)  (−11.00)   
DISP ? −0.0162 *** −0.0147 ***  
  (−5.22)  (−4.70)   
lnMV  0.0018 *** 0.0017 ***  
  (16.25)  (16.09)   
MtoB  0.0002 *** 0.0002 ***  
  (12.00)  (12.00)   
Lev  −0.0064 *** −0.0061 ***  
  (−10.55)  (−10.45)   
Loss  −0.0019 *** −0.0012 ***  
  (−4.47)  (−2.94)   
Diff Yes  Yes   
Year Fixed Effects Yes  Yes   
       
Number of firm-quarters 86,747  86,747   
Adj. R2  0.0623  0.0682   
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  Table 7 (continued) 
Panel B: Analysts’ Street Forecast Errors 
  Dependent Variable = Unexp_Streetjq+1 

 
Expected 

sign  (1)   (2)   
Intercept ? −0.0032 *** −0.0031 ***  
  (−12.17)  (−14.12)   
Unexp_GAAP  ? 0.0489 ***    
  (8.89)     
Unexp_Street ?   0.2672 ***  
    (19.85)   
Unexp_Excl ?   0.0059   
    (1.20)   
ANF ? −0.0000 ** −0.0000 ***  
  (−2.10)  (4.11)   
DISP ? −0.0067 *** −0.0044 ***  
  (−5.12)  (−3.79)   
lnMV  0.0005 *** 0.0005 ***  
  (12.21)  (13.80)   
MtoB  0.0000 *** 0.0000 **  
  (2.89)  (2.51)   
Lev  −0.0012 *** −0.0013 ***  
  (−4.28)  (−5.38)   
Loss  −0.0006 *** −0.0002   
  (−3.92)  (−1.21)   
Diff Yes  Yes   
Year Fixed Effects Yes  Yes   
       
Number of firm-quarters 86,747  86,747   
Adj. R2  0.0328  0.0846   

This table provides the results of regressing next-quarter unexpected earnings on unexpected 
components of current-quarter earnings, including unexpected GAAP earnings (Unexp_GAAP), 
unexpected street earnings (Unexp_Street), and unexpected earnings from excluded items 
(Unexp_Excl) for the 86,747 firm-quarters in our 2004 to 2016 sample for which we can observe 
analysts’ forecasts of next-quarter GAAP and street earnings. T-statistics are presented in 
parentheses based on standard errors clustered at the firm level. Each of the variables is winsorized 
before inclusion in the regressions. ***, **, and * denote significance at the one, five and ten percent 
levels, respectively, based on two-tailed tests. Variable definitions are in the Appendix.  
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  Table 8 
  Management forecasts, disclosure of pro forma earnings, and meet-or-beat earnings and 
  market participants’ reactions to unexpected earnings exclusions  

Panel A: Investors’ Response to Unexpected Street and Excluded Earnings 
  Dependent Variable = CARq  

 
Manager =  

 
Management 

forecast  
Non-GAAP 

actual  
Meet-or-

Beat 
 

   (1)   (2)  (3)  
Intercept  −0.0014  −0.0024  -0.0273 *** 
  (−0.78)  (−0.92)  (-14.35)  
Manager  0.0018 *** 0.0009  0.0341 *** 
  (2.77)  (1.33)  (45.57)  
Unexp_Street  1.6434 *** 1.8190 *** 0.4266 *** 
  (23.46)  (18.83)  (6.61)  
Unexp_Street x Manager  0.2932 * 0.1435  1.6291 *** 
  (1.92)  (0.86)  (12.18)  
Unexp_Excl  0.1773 *** 0.3763 *** 0.1674 *** 
  (5.44)  (6.17)  (4.24)  
Unexp_Excl x Manager  −0.0370  −0.2709 *** 0.0370  
  (−0.65)  (−3.79)  (0.72)  
ANF  −0.0003 *** −0.0003 *** -0.0003 *** 
  (−6.33)  (−5.33)  (-7.07)  
DISP  0.0236 *** 0.0286 *** 0.0143 *** 
  (4.35)  (4.01)  (2.79)  
lnMV  0.0006 ** 0.0006 * 0.0008 *** 
  (2.53)  (1.91)  (3.35)  
MtoB  0.0005 *** 0.0007 *** 0.0004 *** 
  (8.22)  (8.65)  (7.41)  
Lev  0.0010  0.0004  0.0026 * 
  (0.64)  (0.18)  (1.69)  
Loss  −0.0061 *** −0.0079 *** -0.0058 *** 
  (−6.97)  (−7.11)  (-6.61)  
Diff Yes  Yes  Yes  
Fixed Effects? Year  Year  Year  
        
Number of firm-quarters 94,071  62,556  94,071  
Adj. R2  0.0441  0.0500  0.0809  
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  Table 8 (continued)  
Panel B: Analysts’ GAAP Forecast Revisions 
  Dependent Variable = Revise_GAAPq+1  

 
Manager = 

  
Management 

forecast  
Non-GAAP 

actual  
Meet-or-

Beat 
 

   (1)   (2)  (3)  
Intercept  −0.0028 *** −0.0029 *** -0.0031 *** 
  (−21.13)  (−16.75)  (-22.33)  
Manager  −0.0004 *** −0.0003 *** 0.0008 *** 
  (−9.21)  (−7.57)  (18.22)  
Unexp_Street  0.1110 *** 0.1321 *** 0.1065 *** 
  (21.54)  (18.96)  (15.59)  
Unexp_Street x Manager  0.0001  −0.0165  -0.0528 *** 
  (0.01)  (−1.36)  (-5.21)  
Unexp_Excl  0.0163 *** 0.0234 *** 0.0242 *** 
  (6.78)  (3.63)  (7.48)  
Unexp_Excl x Manager  0.0052  −0.0067  -0.0119 *** 
  (1.09)  (−0.94)  (-3.21)  
ANF  −0.0000 *** −0.0000 *** -0.0000 *** 
  (−6.99)  (−7.86)  (-9.28)  
DISP  −0.0043 *** −0.0042 *** -0.0030 *** 
  (−8.49)  (−6.58)  (-5.99)  
lnMV  0.0003 *** 0.0004 *** 0.0003 *** 
  (17.58)  (16.47)  (16.09)  
MtoB  0.0000 *** 0.0000 *** 0.0000 *** 
  (10.72)  (10.34)  (9.36)  
Lev  −0.0005 *** −0.0007 *** -0.0002 ** 
  (−4.15)  (−4.71)  (-2.01)  
Loss  −0.0004 *** −0.0005 *** -0.0003 *** 
  (−6.38)  (−6.54)  (-4.57)  
Diff Yes  Yes  Yes  
Fixed Effects? Year  Year  Year  
        
Number of firm-quarters 86,747  57,920  86,747  
Adj. R2  0.1080  0.1294  0.1133  
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  Table 8 (continued) 
Panel C: Analysts’ GAAP Forecast Errors 
  Dependent Variable = Unexp_GAAPq+1  

 
Manager = 

  
Management 

forecast  
Non-GAAP 

actual  
Meet-or-

Beat 
 

   (1)   (2)  (3)  
Intercept  −0.0105 *** −0.0101 *** -0.0084 *** 
  (−16.87)  (−12.62)  (-11.96)  
Manager  0.0001  −0.0009 *** 0.0008 *** 
  (0.40)  (−3.99)  (3.06)  
Unexp_Street  0.3852 *** 0.3460 *** 0.5203 *** 
  (11.05)  (8.56)  (10.57)  
Unexp_Street x Manager  −0.0184  0.0005  -0.5354 *** 
  (−0.25)  (0.01)  (-7.25)  
Unexp_Excl  0.2585 *** 0.2088 *** 0.2194 *** 
  (8.03)  (2.89)  (6.00)  
Unexp_Excl x Manager  −0.1278 *** 0.0318  -0.0174  
  (−3.03)  (0.43)  (-0.41)  
ANF  −0.0002 *** −0.0002 *** -0.0002 *** 
  (−10.72)  (−9.67)  (-10.99)  
DISP  −0.0133 *** −0.0140 *** -0.0065 ** 
  (−4.31)  (−3.90)  (-2.27)  
lnMV  0.0017 *** 0.0018 *** 0.0014 *** 
  (16.19)  (14.18)  (13.51)  
MtoB  0.0001 *** 0.0002 *** 0.0001 *** 
  (11.50)  (11.26)  (9.79)  
Lev  −0.0058 *** −0.0082 *** -0.0051 *** 
  (−9.84)  (−10.82)  (-8.58)  
Loss  −0.0013 *** −0.0016 *** -0.0006  
  (−3.41)  (−3.20)  (-1.63)  
Diff Yes  Yes  No  
Fixed Effects? Year  Year  Year  
        
Number of firm-quarters 86,747  57,920  86,747  
Adj. R2  0.0799  0.0838  0.0823  

This table provides the results of regressing each of market-adjusted buy-and-hold returns during 
the two-trading-day window beginning on the earnings announcement date (CAR), in Panel A, the 
mean revision in analysts’ forecasts of next-quarter earnings made during the quarter following 
release of prior-quarter earnings (Revise_GAAP), in Panel B, and next-quarter unexpected earnings 
(Unexp_GAAP), in Panel B. Independent variables include unexpected street earnings (Unexp_Street) 
and unexpected earnings from excluded items (Unexp_Excl). Each of the unexpected earnings 
independent variables is interacted with Manager, which represents either the existence of a 
management forecast or the release of non-GAAP actual earnings by management or the release of 
earnings that meet or beat expectations. T-statistics are presented in parentheses based on standard 
errors clustered at the firm level. Each of the variables is winsorized before inclusion in the 
regressions. ***, **, and * denote significance at the one, five and ten percent levels, respectively, 
based on two-tailed tests. Variable definitions are in the Appendix.  
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