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Professor Sahlstrém (Questions 1&2)
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1. Outliers and distributions of financial ratios:
a) Describe how you can empirically investigate the effect of outliers on the ratio distributions.

b) Give some empirical research evidence on this issue.

2. Impact of accounting environment on cash flow prediction (mechanical forecasting):
a) Describe how you can empirically investigate the effect of the accounting environment on the cash flow

prediction.
b) What empirical research evidence shows about this issue?

3. According to Capstaff, Paudyal and Rees (2001), sell-side analysts may produce optimistic forecasts on
Ipurpose (=intentionally, i.e. they know forecasts are optimistic but they do it anyway). What is the reason they

give for such a behaviour?




