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Abstract:  

This research investigates the moderating effect of cultural differences between countries on 

the relationship between tenure and analyst accuracy. To investigate this research looks at the 

expected earnings per shares and the realised earnings per share from the shares included into 

the AEX, CAC, DAX and FTSE. The dataset consists of 466 analysts and 3.040 observations. 

The time period observed is 2015, 2016 and 2017.  This research shows that there is no 

significant relationship between tenure and analyst accuracy. The results show that 

masculinity, individualism and long term orientation have a moderating effect on analyst 

accuracy. A practical implication is that managers could employ methods to change the work 

culture to increase analyst accuracy. An academic implication of this research is that culture 

should be included as a moderating factor in future analyst accuracy research. 
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1. Introduction 

 

Several Dutch news media, such as NRC & De Telegraaf (2017), are reporting 

and talking about a new economic bubble made up by high real estate prices and high 

stock prices, even above the absurd high levels of 2007 right before the crisis. 

According to Besteman (2017) and Tamminga (2017), this new economic bubble is 

caused by ‘cheap’ mortgages and ‘cheap’ availability of money. Chang and Choi 

(2017) showed that volatile markets and rapidly growing markets yield more 

optimistic predictions by financial analysts than other markets. This has a significant 

influence on the stock prices. According to Piotroski and Roulstone (2004), financial 

analysts have a significant influence on the stock price. When a trustworthy analyst is 

too optimistic about the future earnings of a stock, it could become a self-fulfilling 

prophecy, meaning that the stock price increases solely because the analyst thinks it 

will increase without underlying fundamental changes in the company as discussed by 

Cherian and Jarrow (1998). This works both ways, when an analyst is too pessimistic 

about the future earnings of a stock, it could cause the stock price to decrease without 

underlying changes in the company itself. For this reason, it is important that financial 

analysts give an unbiased view on what they expect will happen with the stock as their 

expectations could have a significant influence on stock prices. In reality, financial 

analysts are also influenced by career incentives as discussed by Cowen, Groysberg, 

and Healy (2006) and Hong and Kubik (2003). 

According to Healy and Palepu (2001) it is important to find the determinants 

of analyst inaccuracy. From the literature review by Healy and Papepu (2001) it is 

clear that research towards buy analysts has had a priority in the nineties of the 

previous century. The research on research- and sell equity analysts must catch up to 

see if they are influenced by the same factors as buy analysts. The literature extended 
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greatly since 2001 with studies from Honk, Kubik, and Solomon (2001), Honk and 

Kubik (2003), McKnight, Tavakoli and Weir (2010), Ciccone (2011) and Soltes 

(2014). These researchers tried to answer the question of how the analyst gets 

influenced. McKnight, Tavakoli and Weir (2010) also discuss the influences of the 

legal system on the analyst’s accuracy. However, no study has looked at the 

international context and examined the cultural effects on analyst accuracy.  The 

practical benefit of this research will be that managers could entail methods to change 

the culture on the work space and choose to relocate to countries with a culture that 

decrease forecast errors. Moreover, this study will enrich the literature concerning 

analyst accuracy and explain a “new” moderating factor.  

Hofstede (1980) did ground-breaking research during his time at IBM. His 

research was the first to classify and assign values to cultural dimensions. From this 

moment scholars have been able to give cultural distance a number and define the 

distance in more clear contents. Furthermore, it was possible to research different 

dimensions from different cultures. It also became possible to look specifically at 

power distance or any of the other 5 dimensions. As proved by Craig, Greene and 

Douglas (2015), Beugelsdijk, Slangen, Maseland and Onrust (2014) and Flores and 

Aguilera (2007) cultural differences have effect on the sale of US films, establishing 

subsidiaries and assigning funds to subsidiaries. Furthermore, according to 

Beugelsdijk, Kostova and Roth (2017), Hofstede (1981) has been cited over 40.000 

times in the last 35 years. This provides grounds for the assumption that cultural 

difference has an influence on most economic research fields. To my knowledge no 

research before this one has looked at the moderating cultural effects on the 

relationship between tenure and analyst inaccuracy. This research is conducted 

because of the far-reaching implications it might have. On 29 March 2019 the United 
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Kingdom leaves the European Union. An implication of this is that the financial sector 

located in London is starting to look for offices in other parts of the European Union. 

If this research shows for example, that in countries with a high masculinity the 

analysts are significantly better than in low masculinity countries, this could influence 

the relocation decision of the financial sector. 

 The main research question is: “What is the moderating effect of culture on 

the relationship between tenure and analyst accuracy?”. This research question will be 

answered by first explaining the relationship between tenure and analyst inaccuracy. 

Hereafter, the moderating effect of each Hofstede dimension will be discussed. This 

will be structured as individual models and a combined model. The results found, give 

an ambiguous relationship between tenure and analyst inaccuracy. The results provide 

no evidence for the fact that having more experience as an equity analyst also make 

the predictions more accurate. This could lead to a discussion about the added value of 

more experienced analysts.  The results also show that masculinity, individualism and 

long term orientation have a significant influence on analyst inaccuracy.  

This research will be structured as follows: the first section will be a literature 

review and hypothesis development, the second section will be methodology and data 

collection, the third section will be results and the fourth section will be conclusion, 

discussion and limitations of this research.  
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2. Literature review 

a. Analyst accuracy 

As discussed by Ackert and Athanasskos (1997), analyst accuracy is the difference 

between the forecast of earnings per share and the actual earnings per share. Clement (1999) 

has investigated several factors that influence analyst accuracy. He concluded that experience 

and employers size affect analyst accuracy in a positive way and that the number of firms and 

industries followed negatively affect analyst accuracy. These results have been taken into 

account by the equity analysts as most equity analysts focus their attention on only one sector.  

Lim (2002), Chopra (1998) and Abarbanell (1991) have found that analysts have a 

bias to be too optimistic about the earnings compared to the actuals. As argued by Healy and 

Palepu (2001) in their empirical research overview it is important to find the determinants of 

analyst optimism. Some scholars took up this call and did research some incentives analysts 

receive from their working environment and incentives from their background.  Studies such 

as Honk, Kubik, and Solomon (2001) and Honk and Kubik (2003) have proved that analysts 

are influenced by career incentives such as the opportunity to move to a larger brokerage 

house or a favourable position with current management. These career incentives increase the 

unanimity in analyst reports. Junior analysts have found to be less certain about their reports 

and more sensitive to adjust their reports towards the reports from their older and more senior 

peers as Honk, Kubik, and Solomon (2001) have found. Additionally, Jackson (2005) found a 

positive relationship between analyst accuracy and analyst reputation. This puts analysts in a 

trade-off. On the one side: junior analysts want to have the same results as their senior peers 

to not deviate from their seniors. Hereby, increasing their position by current management and 

their career perspectives.  On the other side: by having more accurate predictions the 

reputation of the analyst increases. A better reputation also helps your career perspectives.  
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Even with this trade-off it appears that analysts are still too optimistic about the future 

earnings of companies as founded by Lim (2002). Chang and Choi (2017) have found that in 

uncertain markets analysts are even more optimistic because volatile markets decrease the risk 

of reputation damage when an analyst has a wrong prediction.  

  The optimism after the trade-off could be explained by incentives which are given by 

the background of the analysts instead of career incentives. For example, the January effect, 

which has a psychological origin. This effect states that people are more optimistic in January 

(beginning of the new year) than they are in different time periods of the year as found by 

Ciccone (2011). 

 When an analyst is overstating the expected EPS compared to the real EPS, it 

will be called analyst optimism. When an analyst is understating the expected EPS compared 

to the real EPS, it will be called analyst pessimism.   
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b. Tenure effect 

 Tenure is defined in this research as: “the years someone has experience working as 

equity analyst excluding their education”. As discussed by Honk, Kubik and Solomon (2001) 

junior analysts are less certain about their expected earnings. Furthermore, they are more 

affected by career incentives as they are at the beginning of their career. An important 

argument for tenure effect is the learning by doing theory. Ericson, Krampe and Tesch-Römer 

(1993) have proved that with intense practice, performance will improve. Their article 

discusses excellent athletes who outperform their peers. They proved that this is not solely 

contributable to talent, but also contributable to intense practice and experience. This is later 

known as the learning by doing theory.  

The learning by doing theory has been applied to equity analysts by Clement (1999). 

Clement (1999), who stated that working experience increases the accuracy of an analyst. The 

longer an analyst works as an equity analyst the more accurate he/she will be. However, 

Jacob, Lys and Neale (1999) did not find evidence to support the learning by doing effect. 

This contradicts the Clement (1999) research. Clement (1999) and Jacob, Lys and Neale 

(1999) differed slightly in research design which could explain these differences. Assuming 

these differences in research design explain the different outcome, it is safe to assume that 

analysts do learn from their experience and from the advancing science. This results in a 

hypothesis that tenure does have a positive relationship with analyst accuracy. According to 

Heathcote, Brown and Mewhort (2000) and Leibowitz, Baum, Enden and Karniel (2010) 

individual learning curves should be exponential and diminishing. As mentioned by 

Heathcote, Brown and Mewhort (2000): “The benefits from practice follow a nonlinear 

function: improvement is rapid at first but decreases as the practitioner becomes more 

skilled.” To keep in line with Leibowitz, Baum, Enden and Karniel (2010) the expectations 

about the relationship between tenure and analysis accuracy is an exponential and diminishing 
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relationship. Assuming that the cognitive abilities and the physical abilities of the analysts are 

stable during their tenure period. 

As mentioned in section 2.a: “When an analyst is overstating the expected EPS 

compared to the real EPS, it will be called analyst optimism. When an analyst is understating 

the expected EPS compared to the real EPS, it will be called analyst pessimism”. This leads to 

two different hypothesises about the relationship between tenure and analyst forecast errors. 

As discussed earlier in this section the expected relationship is a positive exceptional and 

diminishing relationship between tenure and analyst accuracy. This leads to the following 

hypothesises: 

H1a: There is a positive relationship between tenure and analyst forecast errors in the case of 

analyst optimism.  

H1b: There is a positive relationship between tenure and analyst forecast errors in the case of 

analyst pessimism. 
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c. Cultural values 

 Culture is defined as “the behaviours and beliefs characteristic of a particular social, 

ethnic or age group” as stated in the English dictionary.  Hofstede (1982) did ground-breaking 

research when he was able to divide culture into four different dimensions. Each dimension 

stands for a “anthropological problem area” as stated by Hofstede (1982). Hofstede (1982) 

also made it possible to assign values to these dimensions. This resulted into the fact that it 

was possible to compare countries on these dimensions and contribute certain characteristics 

to these dimensions. The research Hofstede (1982) did has been cited over 40.000 times in the 

last 35 years according to Beugelsdijk, Kostova and Roth (2017). This is an indication that the 

Hofstede dimensions are a solid foundation to build upon when researching the cultural 

differences and the influence of culture on a wide variety of subjects. 

Hofstede (1982) has identified four cultural dimensions. Power distance, which 

reflects the distance between powerful and less powerful members of organizations. 

Individualism, which reflects how much individuals in a society are integrated in groups or 

are more individualistic. Uncertainty avoidance, which reflects the degree of risk members of 

a certain society are willing to take or avoid. Masculinity, which reflects the focus society 

puts on masculine characteristics like achievements and heroism in contrast to feminine 

characteristics like caring for the weak and quality of life. Hofstede (2001) added a fifth and a 

sixth dimension to his cultural matrix which are long term orientation and indulgence. Long 

term orientation reflects the degree members of a society keep strong on traditions or that they 

easily switch long term traditions. Indulgence measures the happiness of a society.   

As discussed by Beugelsdijk, Kostova and Roth (2017) individualism is the most used 

cultural value for economics and management studies. Out of the 180 articles reviewed by 

Kirkman, Lowe and Gibson (2006), 58 of them were only looking at the individualism 

Hofstede dimension. Their review excluded financial journals. However, to date this is the 
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most extensive review of empirical Hofstede dimensions studies. Nonetheless, for the sake of 

completeness and not wanting to miss an unexpected moderating effect, five of the six values 

will be used in this empirical study. Only the dimension indulgence is excluded from this 

study, due to the fact that at the time of this research there was a lack of data on the 

indulgence dimension. Further research could include this dimension to be more complete.  
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Masculinity  

  According to Hofstede (1980) the more masculine a society is, the more a society is 

focussed on monetary rewards and less focussed on relationships and quality of life rewards. 

As mentioned by Hofstede (1998) masculine countries are furthermore characterised by the 

fact that managers should be decisive and assertive, conflicts are decided by letting the best 

“man” win and competition is encouraged. Hofstede (1998) also states that in more masculine 

societies people “live to work” and in more feminine societies people “work to live”. 

Jansen, Merchant and Van der Stede (2009) discovered a link between the difference 

in job incentives programs in a masculine society and a feminine society. In a masculine 

society job incentives programs are centred around bonuses whereas in a feminine society, job 

incentives are more focused on education and quality of life.  This shows that in a more 

masculine societies reward system are built around short-term rewards and in a more feminine 

societies more around long term rewards. As discussed by Murphy, Vuchinich and Simpson 

(2001) people tend to choose short term over long term rewards. As Honk and Kubik (2003) 

have found, analysts are driven by short term career incentives to be overly optimistic in their 

expected EPS. As founded by Steensma, Marino and Weaver (2000) in more feminine 

societies people place more emphasis on partner commonality, meaning that partners should 

have the same goals and objectives. An implication from this could be that juniors will follow 

their superiors more. In doing so achieving the same goals and objectives and not being 

different from the others.  In the case of analyst optimism this leads to the case that in low 

masculinity countries analysts will have a lower forecast error and in high masculinity 

countries this forecast error will increase. This leads to the following hypothesis 

H2a: There is a positive moderating effect of masculinity on the relationship between tenure 

and analyst accuracy in case of analyst optimism, such that the level of inaccuracy increases. 
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 As mentioned before Jansen, Merchant and Van der Stede (2009) discovered a link 

between the difference in job incentives programs in a masculine society and a feminine 

society. In a masculine society job incentives programs are centred around bonuses whereas 

in a feminine society, job incentives are more focused on education and quality of life. People 

have the tendency to forget wrong predictions. This could motivate analysts to be overly 

optimistic in more masculine societies. If they deviate from the other analysts and by this 

have a more accurate predictions this will increase their career perspectives more in a 

masculine society. In the case of analyst pessimism this could lead to the fact that in more 

masculine societies analysts are more accurate than in more feminine societies. This leads to 

the following hypothesis:   

H2b: There is a positive moderating effect of masculinity on the relationship between tenure 

and analyst accuracy in case of analyst pessimism, such that the level of inaccuracy 

decreases.  

 
Graph 2: Expected relationship between analyst accuracy and tenure moderated by masculinity as would be in a masculine 

society 
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Individualism 

  According to Hofstede and Soeters (2002) persons in more individualistic societies 

think less in groups and more in the individual. Individualistic societies are characterized by 

the focus on self-orientation. Individualistic societies are concerned about the interests of the 

individual over the interest of the group. Whereas, collectivistic societies are characterized by 

putting the groups interest over someone’s personal interests.  As discussed by Steensma, 

Marino and Weaver (2000) people in more individualistic societies prefer contractual 

safeguards, this might suggest that people are less trusting in individualistic societies.  

As stated by Bochner and Hesketh (1994) employees in individualistic societies prefer 

to work alone than in groups. This could imply that in highly individualistic societies juniors 

are less influenced by seniors as is discussed by Honk, Kubik, and Solomon (2001). Hofstede 

(1980) has found that people in individualistic societies believe more in their own capabilities 

and have a stronger tendency that everything is possible if you work hard enough for it. As 

discussed by Eby and Dobbins (1997) in countries with low individualistic characteristics 

people will place emphasis on group approval when doing their job. This influences juniors as 

they would try to have the same predictions as their peers and seniors. From the 

abovementioned research it is clear that in a collectivistic society, analysts have a greater 

tendency to work together. As discussed by Schultze, Mojzich and Schulz-Hardt (2012) 

groups often perform better than the average of the individuals of the group.  This could 

indicate that in more individualist societies, analysts are less accurate than analysts in 

collective societies. Concluding to the following hypothesis:  

H3a: There is a positive moderating effect of individualism on the relationship between tenure 

and analyst accuracy in case of analyst optimism, such that the level of inaccuracy increases. 



15 
 

Chiu and Kosinski (1999) have found that people from more individualistic societies have 

more job affection and less stress from their job. This increased job affection and less stress 

could lead to a more positive view on the stocks they are analysing. According to Parks, 

Conlon, Ang and Bontempo (1999) in an individualistic society people should reward good 

behaviour in a different way than in collectivistic societies. In individualistic societies the 

reward system should be centred about the individual performances. In collectivistic societies 

it should be centred around/about the performance of the group and the whole group should 

get the same reward. Lee, Gardner and Aaker (2000) found that in high individualistic 

societies people are more focussed towards promotion, whereas in low individualistic 

societies people are more focused towards a prevention focus. This implies that in low 

individualistic societies analysts are probably more pessimistic. The analysts will probably be 

pessimistic to be more protective and decrease the risk of being overly optimistic. This leads 

to the following hypothesis:  

H3b: There is a positive moderating effect of individualism on the relationship between tenure 

and analyst accuracy in case of analyst pessimism, such that the level of inaccuracy 

decreases. 

 
Graph 3: Expected relationship between analyst accuracy and tenure moderated by individualism as it would be in a high 

individualistic society 
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Power distance    

  As mentioned by Hofstede (1980), power distance (PD) reflects the inequality 

between powerful and less powerful members and how much the society accepts this 

inequality. Moreover, according to Hofstede (1998) in high PD countries people are 

accustomed to leave decisions to the authorities instead of making the decisions themselves.  

In a high PD country, it is normal to just listen to the boss and to do what he says. In 

low PD countries it is more normal to also give your views about the tasks your superior gives 

you and question if the current way of performing tasks is the most efficient way to do it. 

Furthermore, as stated by Bochner and Hesketh (1994) in high PD countries the work 

relationships are more formal, work is task-oriented and stricter supervision is used than in 

low PD countries. As discussed by Honk, Kubik, and Solomon (2001) junior analysts are less 

certain of their report and sensitive for influences from senior analysts. This could imply that 

in countries with a strong power distance there is smaller gap between the expected EPS of 

junior and senior analysts. The stronger the PD, the more juniors could be affected by their 

senior colleagues and adjust their reports to look more like those produced by senior 

colleagues.  This suggest that high PD country analysts are more accurate than low PD 

analysts.  

H4a: There is a negative moderating effect of power distance on the relationship between 

tenure and analyst accuracy in case of analyst optimism, such that the level of inaccuracy 

decreases. 
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  As mentioned above in high power distance countries it is normal to listen that 

analysts listen to their boss and not show too much own initiative. For the analysts this means 

that they will have to follow the boss his expectations and cannot deviate from the norm. This 

results into that in high power distance countries the analyst’s accuracy will be higher than in 

low power distance countries in the case of analyst pessimism. This leads to the following 

hypothesis: 

H4b: There is positive moderating effect of power distance on the relationship between tenure 

and analyst accuracy in case of analyst pessimism, such that the level of inaccuracy 

decreases.  

 
Graph 4: Expected relationship between analyst accuracy and tenure moderated by power distance as it would be in a high-

power distance society 

   

  



18 
 

Uncertainty avoidance    

As mentioned by Hofstede (1980) uncertainty avoidance is the level in which people 

try to avoid uncertainty. Individuals from high uncertainty avoidance countries prefer 

certainty.  

As confirmed by Nooteboom, Berger and Noorderhaven (1997) organizations with a high 

uncertainty avoidance would try to avoid risk as much as possible. As discussed by Shane 

(1995), high uncertainty avoidance societies are less innovating than low uncertainty 

avoidance societies. The above-mentioned characteristics of a high uncertainty avoidance 

country implicate that analysts also will try to avoid risks. By avoiding risks analysts will be 

more careful in their predictions. This leads to the fact that analysts in high uncertainty 

avoidance countries will be more pessimistic about the future than analysts in low uncertainty 

avoidance countries. Hereby increasing the analyst accuracy. The following hypothesis arises 

in the case of analyst optimism: 

 H5a: There is a negative moderating effect of uncertainty avoidance on the relationship 

between tenure and analyst accuracy in case of analyst optimism, such that the level of 

inaccuracy decreases. 

In the case of analyst pessimism, analyst will try to avoid uncertainty in a high 

uncertainty avoidance country. This affects their analyst accuracy in a negative way This is 

due to the fear of being too optimistic. With higher uncertainty avoidance the lower the 

analyst accuracy will be in the case of analyst pessimism.  For this reason, the following 

hypothesis arises: 

H5b: There is a negative moderating effect of uncertainty avoidance on the relationship 

between tenure and analyst accuracy in case of analyst pessimism, such that the level of 

inaccuracy increases. 
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Graph 5: Expected relationship between analyst accuracy and tenure moderated by uncertainty avoidance as it would be in a 

high uncertainty avoidance society 
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Long term orientation  

 As mentioned by Hofstede (2001) long term orientation is the association in which 

individuals in a certain country think about the long term effects of their actions now. 

Furthermore, long term orientation is associated with more economic growth than 

short-term orientation as discussed by Hofstede and Minkov (2010). In the case of analyst 

optimism, analysts will be more careful in their predictions and will also take the long term 

effects of the current management practices into account. This could mean that with higher 

long term orientation the analyst inaccuracy decreases.  This leads to the following 

hypothesis:  

H6a: There is a negative moderating effect of long term orientation on the relationship 

between tenure and analyst accuracy in case of analyst optimism, such that the level of 

inaccuracy decreases. 

In the case of analyst pessimism, analysts will be more careful in their predictions. 

With higher long term orientation analysts will also take the following year and the year after 

that into account in their predictions. This could mean that in a high long term orientation 

society, analysts are more accurate than in a low long term orientation society.  Concluding to 

the following hypothesis: 

H6b: There is a positive moderating effect of long term orientation on the relationship 

between tenure and analyst accuracy in case of analyst pessimism, such that the level of 

inaccuracy decreases. 
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Graph 6: Expected relationship between analyst accuracy and tenure moderated by long term orientation as it would be in a 

high long term oriented society 
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3. Methodology 

a. Data collection 

  The data is collected from the EIKON database. The EIKON database is a 

professional financial database owned by Thomas and Reuters and used by companies in the 

financial services industry. This is all secondary data. The data collected from EIKON is 

analyst coverage on the AEX, CAC, DAX and FTSE listed companies. These have been 

chosen to increase the reproducibility and comparability of this research.  From these 

companies the expected earnings per share (EPS) are collected and compared to the actual 

EPS of a 3-year period. The 3-year period includes 2015, 2016 and 2017. The expected EPS 

were all done on an annual base.  The values on the cultural dimensions are retrieved from the 

Hofstede database (last updated in 2015). GDP growth of the country is found on the World 

Bank data set. The nationality of the analyst is determined by the place the analyst lived at the 

moment of the data collection as found on LinkedIn. According to Hofstede (2001) the culture 

someone identifies with is affected by the culture in the workplace. Furthermore, the 

nationality of the analyst is also determined by the place where he did his university 

education. This is done to avoid the discussion which life-period reflects the nationality of the 

analysts. The tenure of the analysts is determined based on their LinkedIn. As the LinkedIn is 

self-reported data this presents a problem. However, this is the only public information about 

the nationality and tenure of the analysts and the researchers have no means other than the 

procedure mentioned above to retrieve the data. 

The years 2015, 2016 and 2017 were chosen to be the most recent years which were 

also completed. The reason for these years is that this research wants to show the actuality and 

to increase the comparability. Three year were selected due to sample size concerns. 

Following the sample size formula introduced by Cochran (1977) and mentioned by Bartlet, 

Kotrlik and Higgins (2001), using an alpha level of 5%, a margin of error of 5% and a 
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variance estimation of 50%. The only data point missing is the population. According to 

EIKON there are 300.000 financial experts covered in the database. Even though these are not 

only financial analysts, it is still safe to use this as the population. Entering these variables in 

the formulas translates to a sample size of 384. As described below, the dataset ends up with 

441, which meets the required sample size. 

If a company did not have coverage in the EIKON database, it was deleted from the 

database. If an analyst was not on LinkedIn or his tenure was not to be found there or on his 

company profile, he would be deleted from the database. The removal of these analysts could 

lead to a bias towards analysts with a shorter tenure as they more recently switched jobs or to 

analysts who actively search for another job and could be “bad” analysts. This limitation is 

known to the researcher. However, this is an unfortunate data limitation. The database started 

with 591 analysts and 4.210 observations. After adding the resume of the analysts and 

deleting the analysts without a public resume, there remained 482 analysts from 20 different 

countries. After this, the data was winsorized at 0.5% and 99.5%. This to avoid any 

conflicting outliers. This would have an enormous influence on the dataset since most 

analysts are only a few percent optimistic or pessimistic. When the data collection was 

complete and the incomplete observations were removed, there were 2989 observations, 441 

analysts from 18 different countries based on their work-location or from 24 different 

countries based on their university-location and 183 companies. Both culture indicators are 

used in this study. In the appendix is an overview from the countries used in this research, as 

well as an overview of the companies. Furthermore, there is be a table in the appendix which 

lists the cultural values of each country.  The companies were from 13 different countries. 

1.076 observations had a positive forecast error and 1905 observations had a negative forecast 

error.  
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 This study uses an ordinary least square regression. The statistics program used in this 

study is Eviews 10. Eviews is widely accepted statistics software and it is made available by 

the University of Groningen.    
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b. Data description 

 The independent variable of the relationship is tenure. Tenure measures the years an 

analyst is working as equity analyst. This does not only include the current occupation of the 

analyst, but also the full history in other functions as equity analyst. This is data is collected 

from LinkedIn.  

 The dependent variable of the relationship is forecast error. Forecast error is measured 

as the difference between the expected and realised EPS of the observation. This is expressed 

in percentage differences, whereas a positive sign shows that the expected earnings were too 

high, and a negative sign shows that the expected earnings were too low. This is collected 

from the EIKON database.  

Moderating variables: the moderating factors are the five Hofstede value scale: 

  - Individualism (I) is explained in detail in the literature review. The scale goes from 0 

to 100. Whereas, a 0 indicates a highly collectivistic society and 100 indicates a highly 

individualistic society   

  - Uncertainty avoidance (UA), is explained in detail in the literature review. The scale 

goes from 0 to 100. Whereas, a 0 indicates a highly societies who prefers risks and 100 

indicates a society who try to avoid uncertainty at all cost.  

  - Masculinity (M), is explained in detail in the literature review. The scale goes from 0 

to 100. Whereas, a 0 indicates a highly feminine society and a 100 indicates a highly 

masculine society. 

  - Power distance (PD), is explained in detail in the literature review. The scale goes 

from 0 to 100. Whereas, a 0 indicates a society with low power distance and a 100 indicates a 

society with extremely high power distance. 
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  - Long term orientation (LTO), is explained in detail in the literature review. The scale 

goes from 0 to 100. Whereas, a 0 indicates a society with a short term orientation and a 100 

indicates a society with a long term orientation. 

Control variables: 

  - Economic growth (EG) measures the economic growth of the country in             

which the company is settled. Economic growth is taken as a control variable because in a 

high economic growth country, analysts are often more optimistic and so more inaccurate 

then in low economic growth countries as mentioned by Chang and Choi (2017) in their 

research. Economic growth is collected from the data of the World Bank data set. This is 

measured in a percentage and is the gross domestic product growth per country. 

   - Gender (GEN) makes a distinction between male and female analysts. As discussed 

by Kanter (1977) men and women have different work tactics and have different results in the 

workplace. Furthermore, to follow the existing literature on analyst accuracy this research will 

also use it as control variable. This variable is collected by the LinkedIn data set. A 0 in this 

binary variable stand for male and a value of 1 stands for female.  

 There are potential control variables which are not included inside this research. 

Control variables which could have controlled the company: sector the company is in, size of 

the company or the historical record of the accuracy of a certain analyst. These company 

controls are not included due to time constraints.  Control variables which could have been 

included to control the analyst: the rating of the analyst or the age of the analyst. These rating 

control variables have not been included due to time constraints. The age control variable has 

not been added since it is not always public information. 
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c. Regression model 

 For the first hypothesis the regression model will consist of the following variables: 

Forecast Error (FCE) and Tenure (T).  The control variables are: Gender (GEN) and 

Economic Growth (EG). Gender is a binary variable, a value of 1 stands for female whereas a 

value of 0 stands for male. Furthermore, there is an alpha variable (α) in the model. The 

model will be concluded with a term to correct for the error (ɛ). The individual analyst will be 

represented by subscript (a). The nationality of the analyst will be represented with subscript 

(n). The country for which the company is represented with subscript (c).  As explained in the 

literature section the regression model is an exponential and diminishing relationship. The 

model will be as follows:  

  𝐿𝑛(𝐹𝐶𝐸𝑎,𝑛,𝑐) = α + 𝛽1𝑇𝑎 + 𝛽2𝐸𝐺𝑐 + 𝛽3𝐺𝐸𝑁𝑎 + 𝜀𝑎,𝑛,𝑐              (1.1) 

As Graph 1 shows there are two lines in the expected model. One line is for analyst 

pessimism and the other is for analyst optimism. By taking the absolute value of the AA, it 

creates a line which represents the increase in accuracy over tenure. However, this approach 

neglects the effect optimism or pessimism has on the accuracy. For this reason, the model will 

exist in twofold with one model representing the analyst optimism (1.1) and one model 

representing analyst pessimism (1.2).  

   − 𝐿𝑛(𝐹𝐶𝐸𝑎,𝑛,𝑐) = α + 𝛽1𝑇𝑎 + 𝛽2𝐸𝐺𝑐 + 𝛽3𝐺𝐸𝑁𝑎 + 𝜀𝑎,𝑛,𝑐            (1.2)                       
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To be able to test the second, third, fourth, fifth and sixth hypothesis, the cultural dimensions 

will be added in the model. The dimensions will be tested solely and all together. This will 

result in models 2 – 7. Models 2 to 6 will test masculinity, individualism, power distance, 

uncertainty avoidance and long term orientation respectively. Model 7 will test all the 

dimensions and will thus be the most complete model.  The moderators are: power distance 

(PD), uncertainty avoidance (UA), masculinity (M), individualism (I), long term orientation 

(LTO). The model will control them as control variables and as moderating variables. To test 

the moderating effect the cultural dimensions will be multiplied by the tenure.  The model is 

be as follows:  

  𝐿𝑛(𝐹𝐶𝐸𝑎,𝑛,𝑐) = α + 𝛽1𝑇𝑎 + 𝛽2𝑀𝑛 + 𝛽3(𝑇𝐴 ∗ 𝑀𝑛) + 𝛽4𝐼𝑛 + 𝛽5(𝑇𝐴 ∗ 𝐼𝑛) + 𝛽6𝑃𝐷𝑛 +

𝛽7(𝑇𝐴 ∗ 𝑃𝐷𝑛) + 𝛽8𝑈𝐴𝑛 + 𝛽9(𝑇𝐴 ∗ 𝑈𝐴𝑛) + 𝛽10𝐿𝑇𝑂𝑛 + 𝛽11(𝑇𝐴 ∗ 𝐿𝑇𝑂𝑛) + 𝛽12𝐸𝐺𝑐 +

𝛽13𝐺𝐸𝑁𝑎 + 𝜀𝑎,𝑛,𝑐        (2.1) 

  − 𝐿𝑛(𝐹𝐶𝐸𝑎,𝑛,𝑐) = α + 𝛽1𝑇𝑎 + 𝛽2𝑀𝑛 + 𝛽3(𝑇𝐴 ∗ 𝑀𝑛) + 𝛽4𝐼𝑛 + 𝛽5(𝑇𝐴 ∗ 𝐼𝑛) + 𝛽6𝑃𝐷𝑛 +

𝛽7(𝑇𝐴 ∗ 𝑃𝐷𝑛) + 𝛽8𝑈𝐴𝑛 + 𝛽9(𝑇𝐴 ∗ 𝑈𝐴𝑛) + 𝛽10𝐿𝑇𝑂𝑛 + 𝛽11(𝑇𝐴 ∗ 𝐿𝑇𝑂𝑛) + 𝛽12𝐸𝐺𝑐 +

𝛽13𝐺𝐸𝑁𝑎 + 𝜀𝑎,𝑛,𝑐     (2.2) 
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4. Results 

 a. Descriptive statistics 

Table 2 provides the descriptive statistics of the independent, dependent and moderating 

variables. Table 1 provides the correlation coefficients between the independent, dependent 

and moderating variables. As Table 1 shows the correlation between uncertainty avoidance 

and power distance is above the 0.8. Moreover, the correlation between uncertainty avoidance 

and individualism is close to the 0.8. This could indicate collinearity. However, as only table 

9 included both these variables, it does not need to be a source of concern. 

Correlation matrix   FCE T LTO M PD UA I 

          

FCE  1.000       

T  0.001 1.000      

LTO  -0.009 -0.035 1.000     

M  0.042 0.054 -0.334 1.000    

PD  -0.010 -0.018 0.227 -0.403 1.000   

UA  -0.024 -0.014 0.526 -0.478 0.823 1.000  
I  0.015 0.073 -0.548 -0.342 -0.590 -0.755 1.000 

Table 1: Correlation matrix 
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b. Results of testing the hypotheses 

  Hypothesis 1 is divided in two hypothesises: “H1a: There is a positive relationship 

between tenure and analyst forecast errors in the case of analyst optimism” and “H1b: There 

is a positive relationship between tenure and analyst forecast errors in the case of analyst 

pessimism.” To test this hypothesis the following mathematical formula will be regressed 

using a least square regression:  

 𝐿𝑛(𝐹𝐶𝐸𝑎,𝑛,𝑐) = α + 𝛽1𝑇𝑎 + 𝛽2𝐸𝐺𝑐 + 𝛽3𝐺𝐸𝑁𝑎 + 𝜀𝑎,𝑛,𝑐              (1.1) 

and 

  − 𝐿𝑛(𝐹𝐶𝐸𝑎,𝑛,𝑐) = α + 𝛽1𝑇𝑎 + 𝛽2𝐸𝐺𝑐 + 𝛽3𝐺𝐸𝑁𝑎 + 𝜀𝑎,𝑛,𝑐            (1.2)       

Table 3 shows the results. Furthermore, this hypothesis will also be tested in a 

complete model with all the variables and moderating factors. As the p-value is not significant 

this leads to a rejection of the hypothesis 1a and 1b on the simplified regression model.  Table 

9 shows the results of:  

  𝐿𝑛(𝐹𝐶𝐸𝑎,𝑛,𝑐) = α + 𝛽1𝑇𝑎 + 𝛽2𝑀𝑛 + 𝛽3(𝑇𝐴 ∗ 𝑀𝑛) + 𝛽4𝐼𝑛 + 𝛽5(𝑇𝐴 ∗ 𝐼𝑛) + 𝛽6𝑃𝐷𝑛 +

𝛽7(𝑇𝐴 ∗ 𝑃𝐷𝑛) + 𝛽8𝑈𝐴𝑛 + 𝛽9(𝑇𝐴 ∗ 𝑈𝐴𝑛) + 𝛽10𝐿𝑇𝑂𝑛 + 𝛽11(𝑇𝐴 ∗ 𝐿𝑇𝑂𝑛) + 𝛽12𝐸𝐺𝑐 +

𝛽13𝐺𝐸𝑁𝑎 + 𝜀𝑎,𝑛,𝑐        (2.1) 

  − 𝐿𝑛(𝐹𝐶𝐸𝑎,𝑛,𝑐) = α + 𝛽1𝑇𝑎 + 𝛽2𝑀𝑛 + 𝛽3(𝑇𝐴 ∗ 𝑀𝑛) + 𝛽4𝐼𝑛 + 𝛽5(𝑇𝐴 ∗ 𝐼𝑛) + 𝛽6𝑃𝐷𝑛 +

𝛽7(𝑇𝐴 ∗ 𝑃𝐷𝑛) + 𝛽8𝑈𝐴𝑛 + 𝛽9(𝑇𝐴 ∗ 𝑈𝐴𝑛) + 𝛽10𝐿𝑇𝑂𝑛 + 𝛽11(𝑇𝐴 ∗ 𝐿𝑇𝑂𝑛) + 𝛽12𝐸𝐺𝑐 +

𝛽13𝐺𝐸𝑁𝑎 + 𝜀𝑎,𝑛,𝑐     (2.2) 

In this model the p-value of tenure is significant on a 10% significance with analyst 

pessimism and in the case of nationality defined by work instead of university education. 

However, this relationship is negative so contradicting the hypothesis. This concludes 

Hypothesis 1a and 1b as both are rejected. The method of first using a simplified model of 
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model 2.1 and 2.2 and later the complete model of 2.1 and 2.2 will be used for each 

hypothesis. This is done to test each hypothesis first univariate and later complete.  

  
Analyst optimism 

(model 1) 
Analyst pessimism 

(model 2) 
     

C -3.612 3.258 

 (0.1522) (0.107) 

Economic growth 1.192 1.099 

 (2.137) (1.271) 

 [0.0004] [-0.0004] 

Gender 0.343** -0.262*** 

 (0.147) (0.098) 

 [0.0122] [0.0111] 

Tenure 0.0059 0.001 

 (0.0065) (0.0045) 

 [0.0002] [0.0000] 
   

R² 0.007 0.004 

Adjusted R² 0.004 0.003 

Delta R² 0.003 0.001 

F-statistic 2.671*** 2.614*** 

Observations 1076 1909 
      

Table 3: The relationship between Forecast Error and Tenure.  
This Table shows formula 1.1 and 1.2. This relationship is measured with the least square regression method. It 

shows the coefficients next to the variable. The standard Errors are inside the parentheses. The marginal effect is 
put inside the brackets. The marginal effect is measured in absolute value. The marginal effect is measured in an 

increase of 1 for tenure, a switch from male to female and an increase of 1% economic growth.  * Significant at 10 
percent level. ** Significant at 5 percent level.  *** Significant at 1 percent level.  

 

  Hypothesis 2 is divided in hypothesis 2a and hypothesis 2b. “H2a: There is a positive 

moderating effect of masculinity on the relationship between tenure and analyst accuracy in 

case of analyst optimism, such that the level of inaccuracy increases”. and “H2b: There is a 

positive moderating effect of masculinity on the relationship between tenure and analyst 

accuracy in case of analyst pessimism, such that the level of inaccuracy decreases.”. In Table 

4 the results of the simplified version are showed. In the case of analyst optimism, the 

moderating effect of the university is significant at a 5% level. However, this effect decreases 

the forecast error instead of increasing it. This leads to rejecting the simplified version of 

hypothesis 2a. In case of analyst pessimism, the moderating effect is significant at a 10% 

level. The moderating effect is positive, this leads to rejecting hypothesis 2b in the simplified 
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version. Table 9 shows an insignificant p-value in the case of analyst optimism work-based 

and in the analyst pessimism university-based. In analyst optimism university-based the p-

value is significant at a 1% significance; however, it is decreasing effect of forecast error. In 

analyst pessimism work-based the p-value is significant at a 5% significance; however, it has 

an increasing effect on forecast error instead of a decreasing effect. The above-mentioned 

reasons lead me to reject hypothesis 2a and 2b.  

  
Analyst optimism Analyst pessimism 

  
Model 1 
(Work) 

Model 2 
(University) 

Model 3 
(Work) 

Model 4 
(University) 

     

C -3.447 -3.979 2.406 2.456 

 (0.322) (0.375) (0.223) (0.276) 

Economic growth 1.150 1.038 0.866 0.936 

 (2.126) (2.131) (1.259) (1.266) 

 [0.0003] [0.0003] [0.0003] [-0.0004] 

Gender 0.420*** 0.346** -0.372*** -0.299*** 

 (0.148) (0.148) (0.098) (0.098) 

 [0.0152] [0.0127] [0.0154] [0.0132] 

Tenure 0.031 0.063 0.028 0.022 

 (0.021) (0.024) (0.015) (0.017) 

 [0.0009] [0.002] [-0.0009] [-0.0008] 

Masculinity -0.004 0.007 0.017*** 0.014*** 

 (0.005) (0.007) (0.004) (0.005) 

 [-0.0001] [0.0002] [-0.0006] [-0.0005] 

(T*M) -0.0004 -0.001** -0.0005* -0.0004 

 (0.0003) (0.0004) (0.0003) (0.0003) 

 [-0.0002] [-0.0004] [0.0002] [0.0002] 
     

R² 0.023 0.019 0.026 0.015 

Adjusted R² 0.018 0.014 0.023 0.012 

Delta R² 0.005 0.005 0.003 0.003 

F-statistic 5.026*** 4.088*** 10.11*** 5.679*** 

Observations 1076 1076 1909 1909 
      

 Table 4: The relationship between Forecast Error and Tenure moderated by masculinity.  
This Table shows the simplified version of formula 2.1 and 2.2. This relationship is measured with the least square regression 

method. It shows the coefficients next to the variable. Work defines nationality based on the working location. University 
defines nationality based on the place where the university education was followed. The standard Errors are inside the 

parentheses. The marginal effect is put inside the brackets. The marginal effect is measured in absolute value. The marginal 
effect is measured in an increase of 1 for tenure and masculinity, a switch from male to female and an increase of 1% 

economic growth.   
* Significant at 10 percent level. ** Significant at 5 percent level.  *** Significant at 1 percent level.  
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  Hypothesis 3 is divided in hypothesis 3a and 3b. “H3a: There is a positive moderating 

effect of individualism on the relationship between tenure and analyst accuracy in case of 

analyst optimism, such that the level of inaccuracy increases.” and “H3b: There is a positive 

moderating effect of individualism on the relationship between tenure and analyst accuracy in 

case of analyst pessimism, such that the level of inaccuracy decreases.”.  

  
Analyst optimism Analyst pessimism 

  
Model 1 
(Work) 

Model 2 
(University) 

Model 3 
(Work) 

Model 4 
(University) 

     
C -3.494 -2.986 2.850 2.621 

 (0.747) (0.604) (0.539) (0.430) 

Economic growth 1.154 0.959 1.062 1.087 

 (2.135) (2.136) (1.265) (1.264) 

 [0.0003] [0.0024] [-0.0004] [-0.0004] 

Gender 0.336** 0.325** -0.284*** -0.257*** 

 (0.147) (0.147) (0.098) (0.010) 

 [0.0115] [0.0935] [0.0115] [0.0110] 

Tenure 0.054 0.018 -0.042 -0.024 

 (0.054) (0.047) (0.040) (0.032) 

 [0.0016] [0.0044] [0.0015] [0.0009] 

Individualism -0.002 0.018 0.006 0.008 

 (0.009) (0.047) (0.006) (0.005) 

 [-0.0001] [0.0044] [-0.0002] [-0.0003] 

(T*I) -0.0006 -0.0001 0.0005 0.0003 

 (0.0007) (0.0006) (0.0005) (0.0004) 

 [-0.0002] [-0.0003] [-0.0002] [-0.0002] 
     

R² 0.012 0.014 0.015 0.016 

Adjusted R² 0.007 0.009 0.012 0.013 

Delta R² 0.005 0.005 0.003 0.003 

F-statistic 2.614** 2.950** 5.679*** 6.160*** 

Observations 1076 1076 1909 1909 
      

Table 5: The relationship between Forecast Error and Tenure moderated by Individualism.  
This Table shows the simplified version of formula 2.1 and 2.2. This relationship is measured with the least square regression 

method. It shows the coefficients next to the variable. Work defines nationality based on the working location. University 
defines nationality based on the place where the university education was followed. The standard Errors are inside the 

parentheses. The marginal effect is put inside the brackets. The marginal effect is measured in absolute value. The marginal 
effect is measured in an increase of 1 for tenure and power distance, a switch from male to female and an increase of 1% 

economic growth.   
* Significant at 10 percent level. ** Significant at 5 percent level.  *** Significant at 1 percent level.  
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Table 5 shows the simplified results and Table 9 the complete results. As shown in 

Table 5 the moderating effect of individualism is not significant at a 10% level. As shown in 

Table 9 the moderating effect of individualism is only significant at a 10% level in the case of 

analyst pessimism work-based nationality. This is a positive relationship and the level of 

inaccuracy decrease as stated in hypothesis 3b. Hypothesis 3a will be rejected. Hypothesis 3b 

will be accepted at a 10% level on the work-based nationality.  

  
Analyst optimism Analyst pessimism 

  
Model 1 
(Work) 

Model 2 
(University) 

Model 3 
(Work) 

Model 4 
(University) 

     

C -3.288 -3.562 3.450 3.591 

 (0.336) (0.341) (0.244) (0.245) 

Economic growth 1.213 1.397 0.948 0.707 

 (2.138) (2.137) (1.273) (1.272) 

 [0.0004] [0.0004] [-0.0004] [-0.0003] 

Gender 0.349** 0.362** -0.277*** -0.296*** 

 (0.147) (0.148) (0.098) (0.099) 

 [0.0125] [0.0129] [0.0119] [0.0125] 

Tenure -0.030 -0.019 -0.002 0.005 

 (0.021) (0.021) (0.015) (0.015) 

 [-0.0009] [-0.0006] [0.0001] [-0.0002] 

Power distance -0.007 -0.002 -0.005 -0.007 

 (0.007) (0.006) (0.005) (0.005) 

 [-0.0002] [-0.0001] [0.0002] [0.0003] 

(T*PD) 0.0008* 0.0006 0.0001 -0.0001 

 (0.0005) (0.0004) (0.0003) (0.0003) 

 [0.0003] [0.0002] [-0.0001] [0.0001] 
     

R² 0.011 0.012 0.006 0.011 

Adjusted R² 0.006 0.007 0.003 0.009 

Delta R² 0.005 0.005 0.003 0.002 

F-statistic 2.404** 2.580** 2.245** 4.312*** 

Observations 1076 1076 1909 1909 
      

Table 6: The relationship between Forecast Error and Tenure moderated by power distance.  
This Table shows the simplified version of formula 2.1 and 2.2. This relationship is measured with the least square regression 

method. It shows the coefficients next to the variable. Work defines nationality based on the working location. University 
defines nationality based on the place where the university education was followed. The standard Errors are inside the 

parentheses. The marginal effect is put inside the brackets. The marginal effect is measured in absolute value. The marginal 
effect is measured in an increase of 1 for tenure and power distance, a switch from male to female and an increase of 1% 

economic growth.   
* Significant at 10 percent level. ** Significant at 5 percent level.  *** Significant at 1 percent level.  
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 Hypothesis 4 is divided in hypothesis 4a and 4b. “H4a: There is a negative moderating 

effect of power distance on the relationship between tenure and analyst accuracy in case of 

analyst optimism, such that the level of inaccuracy decreases.” and “H4b: There is positive 

moderating effect of power distance on the relationship between tenure and analyst accuracy 

in case of analyst pessimism, such that the level of inaccuracy decreases.”. Table 6 shows the 

simplified results and Table 9 the complete results. The results show that in the case of analyst 

optimism the only significant result is the simplified version when the nationality is work-

based. However, these results indicate that the forecast errors increase in high power distance 

societies. Hypothesis 4a will be rejected. In the case of analyst pessimism there are no 

significant results. Hypothesis 4b will be rejected for this.  

 Hypothesis 5 is divided in hypothesis 5a and 5b. “H5a: There is a negative moderating 

effect of uncertainty avoidance on the relationship between tenure and analyst accuracy in 

case of analyst optimism, such that the level of inaccuracy decreases.” and “H5b: There is a 

negative moderating effect of uncertainty avoidance on the relationship between tenure and 

analyst accuracy in case of analyst pessimism, such that the level of inaccuracy increases.”. 

Table 7 shows the simplified results and Table 9 the complete results. In the case of analyst 

optimism, both the simplified and the complete version do not yield any significant results. 

This leads to rejection of hypothesis 5a. Also, in case of analyst pessimism, neither the 

simplified nor the complete version produce significant results. This leads to rejection of 

hypothesis 5b. 
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Analyst optimism Analyst pessimism 

  
Model 1 
(Work) 

Model 2 
(University) 

Model 3 
(Work) 

Model 4 
(University) 

     

C -3.744 -3.916 3.792 3.815 

 (0.288) (0.299) (0.203) (0.208) 

Economic growth 1.523 1.675 0.664 0.492 

 (2.137) (2.136) (1.267) (1.266) 

 [0.0005] [0.0005] [-0.0002] [-0.0002] 

Gender 0.360** 0.378** -0.304*** -0.307*** 

 (0.146) (0.147) (0.098) (0.098) 

 [0.0127] [0.0134] [0.0127] [0.0126] 

T -0.009 -0.001 -0.008 -0.005 

 (0.017) (0.017) (0.011) (0.011) 

 [-0.0003] [-0.0000] [0.0003] [0.0002] 

Uncertainty Avoidance 0.002 0.004 -0.010*** -0.009*** 

 (0.005) (0.004) (0.003) (0.003) 

 [0.0001] [0.0001] [0.0004] [0.0003] 

(T*UA) 0.0003 0.0002 0.0002 0.0001 

 (0.0003) (0.0003) (0.0002) (0.0002) 

 [0.0001] [0.0001] [-0.0001] [-0.0001] 
     

R² 0.015 0.016 0.016 0.020 

Adjusted R² 0.010 0.012 0.014 0.017 

Delta R² 0.005 0.004 0.002 0.003 

F-statistic 3.229*** 3.569*** 6.263*** 7.610*** 

Observations 1076 1076 1909 1909 
      

Table 7: The relationship between Forecast Error and Tenure moderated by uncertainty avoidance.  
This Table shows the simplified version of formula 2.1 and 2.2. This relationship is measured with the least square regression 

method. It shows the coefficients next to the variable. Work defines nationality based on the working location. University 
defines nationality based on the place where the university education was followed. The standard Errors are inside the 

parentheses. The marginal effect is put inside the brackets. The marginal effect is measured in absolute value. The marginal 
effect is measured in an increase of 1 for tenure and uncertainty avoidance, a switch from male to female and an increase of 

1% economic growth.   
* Significant at 10 percent level. ** Significant at 5 percent level.  *** Significant at 1 percent level.  

 

 

Hypothesis 6 is divided in hypothesis 6a and 6b. “H6a: There is a negative moderating 

effect of long term orientation on the relationship between tenure and analyst accuracy in case 

of analyst optimism, such that the level of inaccuracy decreases.” and “H6b: There is a 

positive moderating effect of long term orientation on the relationship between tenure and 
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analyst accuracy in case of analyst pessimism, such that the level of inaccuracy decreases.”. 

Table 8 shows the simplified results and Table 9 the complete results. In the case of analyst 

optimism, the moderating factor has no significant results. This leads to a rejection of 

hypothesis 6a.  

  
Analyst optimism Analyst pessimism 

  
Model 1 
(Work) 

Model 2 
(University) 

Model 3 
(Work) 

Model 4 
(University) 

     

C -3.790 -3.652 4.179 3.789 

 (0.393) (0.358) (0.268) (0.242) 

Economic growth 1.681 1.381 0.569 0.580 

 (2.149) (2.157) (1.268) (1.271) 

 [0.0005] [0.0004] [-0.0002] [-0.0002] 

Gender 0.343** 0.344** -0.275*** -0.281*** 

 (0.147) (0.147) (0.097) (0.098) 

 [0.0129] [0.0126] [0.0116] [0.0124] 

Tenure -0.007 0.001 -0.027 -0.007 

 (0.026) (0.023) (0.018) (0.015) 

 [-0.0002] [0.0000] [0.0010] [0.0003] 

Long Term Orientation 0.003 0.001 -0.016*** -0.010** 

 (0.007) (0.006) (0.004) (0.004) 

 [0.0001] [0.0000] [0.0006] [0.00004] 

(T*LTO) 0.0003 0.0001 0.0005 0.0001 

 (0.0005) (0.0004) (0.0003) (0.0003) 

 [0.0001] [0.0000] [-0.0002] [0.0000] 
     

R² 0.012 0.008 0.018 0.014 

Adjusted R² 0.007 0.003 0.015 0.012 

Delta R² 0.005 0.005 0.003 0.002 

F-statistic 2.506** 1.711 6.922*** 5.455*** 

Observations 1076 1076 1909 1909 
      

Table 8: The relationship between Forecast Error and Tenure moderated by long term orientation.  
This Table shows the simplified version of formula 2.1 and 2.2. This relationship is measured with the least square regression 

method. It shows the coefficients next to the variable. Work defines nationality based on the working location. University 
defines nationality based on the place where the university education was followed. The standard Errors are inside the 

parentheses. The marginal effect is put inside the brackets. The marginal effect is measured in absolute value. The marginal 
effect is measured in an increase of 1 for tenure and long term orientation, a switch from male to female and an increase of 

1% economic growth.   
* Significant at 10 percent level. ** Significant at 5 percent level.  *** Significant at 1 percent level.  
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In the case of analyst pessimism there are no significant results in the simplified 

version of formula 2.2 however in the complete version the moderating effect has 10% 

significance in the nationality based on work model. The inaccuracy also decreases with a 

higher long term orientation. As this model has the highest R² with 0.04 it leads to an 

acceptance of hypothesis 6b. 

Summarizing hypothesis 3b and 6b are supported by the data. Masculinity still has a 

significant p-value in the case of analyst optimism and nationality based on the university. 

This indicates that masculinity is a moderating factor when there is a scenario of analyst 

optimism. In a scenario where there is analyst pessimism, individualism and long term 

orientation are at a 10% significance and follow their hypothesis. Masculinity has a 

significance of 5%. This could lead to the conclusion that masculinity, individualism and long 

term orientation have a moderating effect on the relationship between tenure and forecast 

error.  
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  Analyst optimism Analyst pessimism 

  
Model 1 
(Work) 

Model 2 
(University) 

Model 3 
(Work) 

Model 4 
(University) 

     
C -2.680 -2.581 4.348 2.973 

 (1.817) (1.354) (1.273) (0.940) 
Economic growth (%) 1.111 0.635 0.850 0.544 

 (2.155) (2.166) (1.263) (1.276) 

 [0.0000] [0.0002] [-0.0002] [-0.0002] 
Gender 0.403*** 0.313** -0.372*** -0.301*** 

 (0.149) (0.150) (0.098) (0.099) 

 [0.0011] [0.0107] [0.0096] [0.0128] 
Tenure (y) -0.201 -0.017 -0.170* -0.006 

 (0.142) (0.098) (0.098) (0.067) 

 [-0.0005] [-0.0005] [0.0056] [0.0002] 
Masculinity -0.0043 0.011 0.0165*** 0.0105** 

 (0.0062) (0.008) (0.0042) (0.0052) 

 [0.0000] [0.0003] [-0.0005] [-0.0004] 
(T * M) -0.0004 0.0012*** -0.0006** -0.0004 

 (0.0004) (0.0004) (0.0003) (0.0003) 

 [0.0000] [-0.0005] [0.0002] [0.0002] 
Individualism -0.0233 -0.0180* -0.0129 0.0012 

 (0.0145) (0.0102) (0.0105) (0.0072) 

 [-0.0001] [-0.0005] [0.0004] [0.0000] 
(T * I) 0.0018 0.0010 0.0016* 0.0003 

 (0.0012 (0.0008) (0.0009) (0.0006) 

 [0.0001] [0.0004] [-0.0006] [-0.0001] 
Power distance 0.0325** -0.0169 -0.0008 0.0055 

 (0.0135) (0.0111) (0.0101) (0.0079) 

 [-0.0001] [-0.0005] [0.0000] [-0.0002] 
(T * PD) 0.0014 0.0007 0.0014 -0.0002 

 (0.0011) (0.0009) (0.0008) -0.0006 

 [0.0000] [0.0003] [-0.0005] [0.0001] 
Uncertainty avoidance 0.0137 0.0110 -0.0020 -0.0059 

 (0.0101) (0.0079) (0.0072) (0.0056) 

 [0.0000] [0.0003] [0.0001] [0.0002] 
(T * UA) -0.0002 -0.0001 -0.0006 0.0001 

 (0.0009) (0.0007) (0.0006) (0.0004 

 [0.0000] [0.0000] [0.0002] [0.0000] 
Long term orientation -0.0099 -0.0014 -0.0123** -0.0051 

 (0.0094) (0.0071) (0.0062) (0.0048) 

 [0.0000] [0.0000] [0.0004] [0.0002] 
(T * LTO) 0.0006 -0.0003 0.0009* 0.0001 

 (0.0006) (0.0005) (0.0004) (0.0003) 

 [0.0000] [0.0001] [-0.0004] [0.0000] 

R² 0.032 0.030 0.043 0.026 
Adjusted R² 0.021 0.019 0.036 0.019 
Delta R² 0.011 0.011 0.007 0.007 
F-statistic 2.768*** 2.559*** 6.550*** 3.865*** 
Observations 1076 1076 1909 1909 
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Table 8: The relationship between Forecast Error and Tenure moderated by long term orientation.  
This Table shows formula 2.1 and 2.2. This relationship is measured with the least square regression method. It shows the 

coefficients next to the variable. Work defines nationality based on the working location. University defines nationality 
based on the place where the university education was followed. The standard Errors are inside the parentheses. The 

marginal effect is put inside the brackets. The marginal effect is measured in absolute value. The marginal effect is 
measured in an increase of 1 for tenure, masculinity, individualism, power distance, uncertainty avoidance and long term 

orientation, a switch from male to female and an increase of 1% economic growth.   
* Significant at 10 percent level. ** Significant at 5 percent level.  *** Significant at 1 percent level.  
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Conclusion and discussion 

 This thesis investigates the moderating effects of cultural differences measured in the 

Hofstede dimensions. The main question is “What is the moderating effect of culture on the 

relationship between tenure and analyst accuracy?”. To be able to answer this question, this 

research is divided into six hypotheses. The first hypothesis looked at the relationship 

between tenure and analyst accuracy. The second, third, fourth, fifth and sixth hypothesis 

have looked at each cultural dimension.  

The first hypothesis stated that there is a positive relationship between analyst 

accuracy and tenure in the case of analyst optimism (h1a) and analyst pessimism (h1b). This 

hypothesis was developed based on the learning by doing theory. However, the data was not 

supportive for this argument. This is in contradiction with the findings of Clement (1999) and 

in line with the results found by Jacob, Lys and Neale (1999). A practical implication of these 

findings is that managers should question the current practice of paying a more experienced 

equity analyst a higher salary.   

The second hypothesis stated that in the case of analyst optimism a higher masculinity 

increased the forecast error (h2a) and in the case of analyst pessimism a higher masculinity 

decreased the forecast error (h2b). Both hypothesises are rejected. There is a significant 

influence of masculinity on forecast error. In the case of analyst optimism, a higher 

masculinity decreases the forecast error. In the case of analyst pessimism, a higher 

masculinity increases the forecast error. A practical implication of this findings is that 

managers should find out of their analysts are more optimistic or pessimistic and employ 

techniques to increase or decrease the masculinity in the office to get better results.  

The third hypothesis stated that in the case of analyst optimism a higher individualism 

increases the forecast error (h3a) and in the case of analyst pessimism a higher individualism 
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decreases the forecast error (h3b). Hypothesis 3a is rejected. Hypothesis 3b is accepted. 

Indicating that higher individualism decreases the forecast error. A practical implication of 

this could be that managers during a relocating could take the level of individualism into 

account in their relocation decision.  

The fourth hypothesis stated that in the case of analyst optimism a higher level of 

power distance decreases the forecast error (h4a) and in the case of analyst pessimism a 

higher level of power distance decreases the forecast error (h4b). Both hypothesises are 

rejected for not finding significant evidence. A practical implication of this is that managers 

can ignore the level of power distance in a country as this research cannot prove that it has 

any influence.   

The fifth hypothesis stated that in the case of analyst optimism a higher level of 

uncertainty avoidance decreases the forecast error (h5a) and in the case of analyst pessimism 

a higher level of uncertainty avoidance increases the forecast error (h5b). Both hypothesises 

are rejected for not finding significant evidence. A practical implication of this is that 

managers can ignore the level of uncertainty avoidance in a country or the workplace as this 

research cannot prove that it has any influence.  

The sixth hypothesis stated that in the case of analyst optimism a higher level of long 

term orientation decreases the forecast error (h6a) and in the case of analyst pessimism a 

higher level of long term orientation decreases the forecast error (h6b). Hypothesis 6a is 

rejected for not finding significant evidence. Hypothesis 6b is accepted. A practical 

implication for this is that managers can employ methods to increase the long term orientation 

in the work culture or can try to move to long term orientation countries to decrease the 

forecast error.  
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In short, this research cannot prove that with more experience analysts can improve 

their analyst accuracy. It does prove that masculinity, individualism and long term orientation 

have influence on the forecast error of these analysts.  

The academic implication of this research is that it is a great start to investigate more 

extensively the cultural effects on analyst accuracy. It was the first of its kind to both involve 

the Hofstede dimensions and analyst accuracy. Preceding research did look at analyst 

accuracy, but mainly looked at the United Kingdom or the United States analysts and not at 

analysts from ten different countries, hereby missing the cultural dimension affecting analyst 

accuracy. This research adds to the field of analyst accuracy research. Moreover, it adds to the 

academic field which investigates cultural differences. From now on, scholars should be 

paying attention to the cultural effects on analyst accuracy.  

The first limitation of this research is that it uses self-reported data from the analyst to 

determine nationality and tenure of the analysts. This is a risk as self-reported data could be 

corrupt. The self-reported data is checked as it is also public data, so it is self-correcting. 

However, further research could take more measures to confirm this self-reported data from a 

secondary source.   

The second limitation of this research is that this research only investigated companies 

listed at European stock indexes. This could have influenced the dataset. Furthermore, in the 

dataset only ‘blue-chip’ stocks were included as all the companies used in this study were part 

of the AEX, DAX, CAC or FTSE at the moment this research was conducted. The reason for 

this is that these companies get more coverage than non-blue-chip companies.  Further 

research could also include American, Asian and African companies. As right now, this 

research has only countries that are part of the European Union.  
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The third limitation of this research is that it has a relatively small dataset with only 

3.040 observations. Clement (1999) had close to 190.000 observations. The research was 

unfortunately limited by the fact that the EIKON did not reveal the names of around 75% of 

the observations that were extracted from the database.  

The fourth limitation of this research is that it entails a relatively short time-period as 

it covers only three years, whereas Clement (1999) covers a ten-year period.  Further research 

should entail a longer time-period to see if this leads to other significant results.  
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Appendix 

Countries - work # Analysts # Observations 
   

United Kingdom 192 1450 

United States of America 67 266 

France 56 418 

Germany 42 245 

Netherlands 29 311 

Ireland 13 78 

Spain 10 42 

Belgium 8 41 

India 6 33 

Italy 5 28 

Sweden 3 10 

Switzerland 2 12 

Greece 2 6 

Saudi Arabia 2 10 

Canada 1 3 

Colombia 1 3 

Poland 1 2 

Japan 1 31 

Total 441 2989 
Table 10: Overview of nationalities based on the working location of the analyst 

Countries - Companies # companies #observations    

Germany 28 593 

United Kingdom 80 1032 

France 36 652 

Netherlands 23 402 

United states of America 2 53 

Belgium 1 21 

Australia 1 12 

Switzerland 2 75 

Luxemburg 1 38 

Ireland 6 82 

Isle of Man 1 11 

Austria 1 12 

Mexico 1 6 

Total 183 2989 
Table 11: Overview of nationalities of the companies 
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Countries - University # Analysts # Observations    

United Kingdom 151 1087 

United States of America 70 377 

France 62 509 

Germany 43 263 

Ireland 20 133 

Netherlands 20 144 

Belgium 10 50 

Spain 10 44 

India 10 56 

Italy 10 68 

Saudi Arabia 10 77 

Australia 6 42 

Greece 5 30 

Canada 3 41 

Sweden 3 10 

Switzerland 1 9 

Denmark 1 1 

Israel 1 12 

Latvia 1 15 

New Zealand 1 9 

Poland 1 2 

Portugal 1 2 

Russia 1 8 

Total 441 2989 
Table 12: Overview of the nationalities based on the location of the university of the analyst.  
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Countries Individualism Masculinity 
Power 
distance 

Uncertainty 
avoidance 

Long term 
orientation       

United Kingdom 89 66 35 35 51 

USA 91 62 40 46 26 

France 71 43 68 86 63 

Germany 67 66 35 65 83 

Netherlands 80 14 38 53 67 

Ireland 70 68 28 35 24 

Spain 51 42 57 86 48 

Belgium 75 54 65 94 82 

India 48 56 77 40 51 

Italy 76 70 50 75 61 

Sweden 71 5 31 29 53 

Switzerland 68 70 34 58 74 

Greece 35 57 60 100 45 

Saudi Arabia 25 60 95 80 36 

Canada 80 52 39 48 36 

Colombia 13 64 67 80 13 

Poland 60 64 68 93 38 

Japan 46 95 54 92 88 

Australia 90 61 36 51 21 

China 20 66 80 30 87 

Denmark 74 16 18 23 35 

Israel 54 47 13 81 38 

Latvia 70 9 44 63 69 

New Zealand 79 58 22 49 33 

Portugal 27 31 63 99 28 

Russia 39 36 93 95 81 

Average 60 51 50 65 51 

Table 13: Hofstede values for the corresponding nationalities 
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Companies Country #observations 
   

Vonovia DE 19 

St. James's Place UK 10 

Commerzbank DE 15 

Standard Chartered UK 4 

Volkswagen DE 28 

Standard Life Aberdeen UK 9 

KPN NL 15 

Galapagos NV NL 5 

DSM NL 30 

Arcelormittal LUX 24 

Safran FR 16 

Royal Dutch Shell NL 34 

Fresnillo ME 9 

Unibail-Rodamco-Westfield FR 18 

British American Tobacco UK 13 

Altice Europe NL 2 

Koninklijke Vopak NL 14 

TUI Group DE 11 

Barclays UK 11 

Munich RE DE 27 

Tesco UK 14 

Orange FR 24 

BP UK 13 

Prudential Plc UK 9 

Philips Lighting NL 2 

Vodafone Group UK 3 

Deutsche Borse DE 20 

Koninklijke Philips NL 12 

Societe Generale FR 18 

Heidelbergcement DE 32 

Paddy Power Betfair IRL 19 

Deutsche Telekom DE 18 

Siemens DE 34 

Peugeot FR 18 

Accor FR 9 

TechnipFMC UK 4 

Direct Line Group UK 5 

BHP Billiton AU 13 

Solvay BE 13 

Morrisons UK 13 

NN Group NL 9 

GVC Holdings GBM 13 

Segro UK 14 

Linde UK 19 

HSBC UK 13 

Total FR 18 

Gemalto NL 8 
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Randgold Resources USA 10 

International Airlines Group UK 26 

CRH IRL 10 

Adidas DE 52 

ABN AMRO BANK NL 18 

Bouygues FR 8 

ING Group NL 20 

Llyods Banking Group UK 7 

KingFisher UK 19 

Deutsche Post DE 31 

Deutsche Bank DE 8 

Saint-Gobain FR 18 

AXA FR 23 

Valeo FR 10 

United Utilities Group UK 8 

Ocado UK 3 

Glencore CH 7 

Air Liquide FR 17 

Carrefour FR 30 

NMC Health UK 4 

Kering FR 20 

Ferguson UK 23 

Credit Agricole FR 18 

Rio Tinto FR 21 

Deutsche Lufthansa DE 19 

Covestro DE 17 

Beiersdorf DE 38 

DS Smith UK 20 

Airbus NL 22 

BT Group UK 19 

Engie FR 20 

Sky UK 17 

Daimler DE 36 

BNP Paribas FR 24 

Legrand FR 16 

Berkeley Group UK 14 

Infineon Technologies DE 26 

Bayer DE 30 

Pernod Ricard FR 25 

Moët Hennessy Louis Vuitton FR 27 

Anglo American UK 8 

RWE DE 24 

Vivendi FR 14 

Allianz DE 35 

Royal Bank of Scotland UK 3 

ATOS FR 12 

Smurfkit Kappa Group IRL 14 

Intercontinental Hotels Group UK 18 
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Antofagasta UK 8 

Easyjet UK 14 

Thyssenkrupp UK 6 

SAP DE 43 

BASF DE 21 

Essilor FR 8 

Heineken NL 26 

Schneider Electric FR 13 

Fresenius DE 32 

Johnson Matthey UK 14 

Legal & General UK 6 

Renault FR 14 

Randstad NL 14 

E.ON DE 24 

Mondi Group AT 9 

Unilever NL 33 

Sodexo FR 14 

Publics Groupe FR 24 

Just Eat UK 9 

Veolia FR 9 

AstraZeneca UK 18 

Reckitt Benckiser UK 19 

ITV UK 19 

Akzo Nobel NL 20 

London Stock Exchange Group UK 13 

Centrica UK 12 

Burberry UK 15 

GlaxoSmithKline UK 16 

Ahold Delhaize NL 19 

Melrose Industries UK 5 

Shire IRL 13 

Sainsbury UK 13 

Whitbread UK 14 

Sanofi FR 18 

Coca-Cola Hellenic Bottling Company CH 11 

Aegon NL 7 

Next UK 21 

Persimmon UK 11 

Bayerische Motoren Werke DE 26 

Hermes International FR 16 

Informa UK 13 

Merck Group DE 17 

Carnival Corporation USA 38 

Hargreaves lansdown UK 10 

National Grid UK 10 

Compass Group UK 15 

British Land UK 15 

Taylor Wimpey UK 10 



57 
 

Schroders UK 9 

Imperial Brands UK 13 

Continental DE 28 

Marks & Spencer UK 25 

Admiral Group UK 1 

Sage Group UK 17 

Experian IRL 10 

L'Oreal FR 22 

RELX Group UK 17 

Henkel DE 28 

Wolters Kluwers NL 27 

Michelin FR 5 

Barrat Developments UK 13 

Vinci  FR 16 

Pearson UK 21 

DCC IRL 15 

Rightmove UK 18 

Smith & Nephew UK 11 

WPP UK 27 

Aalberts industries NL 3 

Diageo UK 28 

STMicroelectronics NL 8 

Rentokil Initial UK 9 

Royal Mail UK 12 

Bunzl UK 8 

Croda International UK 13 

Ashtead Group UK 17 

Halma UK 8 

Land Securities Group UK 16 

BAE Systems UK 17 

Danone FR 32 

Capgemini SE FR 12 

Severn Trent UK 3 

SSE UK 12 

Associated British Foods UK 18 

AMSL NL 30 

Smiths Group UK 11 

Intertek UK 14 

Rolls-Royce Motor Cars UK 7 

Aviva UK 3 

Total   2989 
Table 14: Companies used in this research with nationality and observations 


