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On earnings forecast of Chinese listed companies
—Bayesian Dynamic model and forecasting

LU Xuan', LIU Hurxia', CHEN Xiao?

(1. Department of Mathematical Sciences, Tsinghua University, Beijing 100084, China;

(2. School of Economics and Management, Tsinghua University, Beijing 100084, China)

Abstract: Forecasting of listed companies’ future earnings is an important issue for investors, stockbrokers,

creditors and administrators. Studies by foreign and domestic researchers show that financial reports disclosed by

the listed companies contain information about the earnings variability in the future. On the basis of these stud-

ies, the authors use Bayesian dynamic regression model to forecast the variation of the company s prospective

earnings, using the data in the annual financial reports of Chinese listed companies, and compare the empirical

analysis result under Bayesian dynamic regression model with the result under ordinary static regression model.

/ o . . . .
The authors conclusion is that Bayesian dynamic regression model generally offers better forecast than static re-

gression model and that more empirical data and information about the macro-economic circumstances must be

obtained in order to have more satisfactory forecast.
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