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Abstract

I examine whether and how media coverage affects voluntary disclosure decisions. Controlling
for firm characteristics including past disclosure behavior, I find that prior media coverage is
positively associated with both the likelihood of issuing management guidance and the quantity
of guidance issued. The relation between media coverage and guidance is stronger for articles
that purely disseminate information than articles that provide additional commentary, and is
strongly associated with the presence of institutional investors, consistent with the media
increasing investor demand for disclosure. Firms with more media coverage are also
significantly more likely to hold earnings conference calls, speak more during conference calls,
and issue more press releases, which suggests that media coverage has an impact across multiple
voluntary disclosure channels. My study suggests that media coverage affects the demand for
public disclosure and provides new insights into the influence of the media on manager behavior.
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1. Introduction

A growing literature documents that the media play an important role as an information
intermediary by broadly disseminating news and creating information for market participants.
Broad dissemination and information creation by the media can reduce information acquisition
costs (Bloomfield, 2002) and provide investors with new value relevant information (Miller,
2006). Consistent with these arguments, several prior studies find that media coverage can lead
to improvements in the information environment, including reducing information asymmetry
among investors, reducing firms’ cost of capital, reducing mispricing, improving price discovery,
and increasing trading activity.'

Prior studies show that media coverage can also have a significant influence on manager
behavior by increasing attention and scrutiny towards managers’ actions. Dai et al. (2015) find
that media coverage disciplines insider trading, Dyck et al. (2008) find that media coverage
reduces corporate governance violations, and Liu and McConnell (2013) find that media
coverage influences capital allocation decisions. While prior studies find that the media play an
important role in monitoring managers and influencing investment decisions, there is little
evidence on whether and how the media affect voluntary disclosure.” In this study, I examine
whether and how media dissemination and information production affect managers' voluntary
disclosure decisions.

Media coverage may either increase or decrease voluntary disclosure through its
influence on the demand for public disclosure. Media coverage may increase the demand for

public disclosure by directing investor attention and scrutiny towards managers’ actions. Greater

' See for example Bushee et al. (2010), Liu et al. (2014), Drake et al. (2014), Peress (2008), Twedt (2016), Soltes
(2010), Engerlberg and Parsons (2011), Peress (2014), and Blankespoor et al. (2017).

? Although several studies find that media coverage can influence manager and firm behavior, Core et al. (2008) find
no evidence that negative press coverage of executive compensation affects firm behavior. It is unclear to what
extent media coverage can affect voluntary disclosure decisions.



firm transparency and public disclosure reduce the costs of information acquisition by investors
and other stakeholders, which lowers monitoring costs and improves the ability to assess
manager actions (e.g., Gillan and Starks, 2000; Hartzell and Starks, 2003). Prior literature finds
that institutional investors in particular demand greater public disclosure to monitor managers
and that increases in institutional ownership lead to increases in voluntary disclosure (e.g., Bird
and Karolyi, 2016; Boone and White, 2015). If media coverage directs investor attention and
scrutiny towards managers’ actions, then greater media coverage may increase managers’
propensity to voluntarily disclose information, particularly when there is a greater presence of
institutional investors of the firm.

On the other hand, media coverage may decrease investors’ demand for public disclosure
by producing information that substitutes for management provided information. Media articles
can provide markets with new information by aggregating, synthesizing, and certifying
information from other information sources, including regulatory filings and sell-side analysts’
research, and by engaging in their own original investigations (e.g., Miller, 2006). Unlike other
information intermediaries such as sell-side analysts, the media are less likely to have private ties
to managers, and thus news stories could represent a more credible source of information
(Kothari et al., 2009). Moreover, prior studies find that media articles can provide investors with
information about future earnings news (e.g., Tetlock et al., 2008). If information production by
the media can, in part, substitute for management provided information, then media coverage
may reduce voluntary disclosure.

In my primary analyses, | examine the relation between media coverage and the
propensity to issue management guidance. | find that media coverage, measured around the

previous earnings announcement, is positively associated with both the likelihood of issuing



guidance and the quantity of guidance issued on and following the current earnings
announcement. My analysis controls for determinants of general media coverage (e.g., firm size,
industry, and performance) and determinants of media coverage around earnings announcements
(e.g., unexpected earnings). The relation is robust to the inclusion of firm fixed effects and
scaling media coverage by firm size. Because media coverage may increase in response to prior
voluntary disclosure, I include controls for prior guidance behavior in all my analyses and
measure media coverage one quarter prior to my measurement of voluntary disclosure. In
addition, I find consistent results within subsamples of firms with the same recent guidance
behavior, which suggests that my findings are unlikely to be driven by media coverage
increasing in response to prior guidance.

The relation between media coverage and the propensity to issue guidance is significantly
stronger for news flash articles (i.e., news articles composed of a headline and no body text) than
it is for full-text articles. This suggests that the relation between media coverage and voluntary
disclosure is primarily driven by the media broadly disseminating information rather than
creating new information. The relation between media coverage and guidance is also stronger for
firms in which investors have a greater ability to influence managers’ voluntary disclosure
decisions, i.e., firms with greater institutional investor ownership, and for media coverage from
more credible news sources. Examining other guidance characteristics, I also find that greater
media coverage is positively associated with the timeliness of guidance, but is not associated
with the specificity of management forecasts.

Finally, I find evidence that media coverage has an impact across multiple voluntary

disclosure channels. In particular, firms with more media coverage are also significantly more



likely to hold earnings conference calls, speak more words during conference calls, and issue
more press releases.

I conduct several analyses to provide further support for my findings and rule out
alternative explanations. First, I find consistent results using alternative measurement windows
for media coverage, including measuring media coverage during the one month and three months
leading up to my disclosure measurement window. This suggests that my findings are unlikely to
be driven by correlated omitted variables related to my measurement of media coverage around
the prior earnings announcement. Second, I find similar results using a measure of abnormal
media coverage. Third, I use several instrumental variables to further address endogeneity in my
measurement of media coverage and find additional support for my findings.

Fourth, to further address endogeneity issues, I use the setting of S&P 500 index
inclusions to examine the effect of changes in media coverage on changes in voluntary
disclosure. Using a difference-in-difference research design to isolate the effect of changes in
media coverage on voluntary disclosure, I find corroborating evidence that increases in media
coverage due to inclusions lead to increases in guidance provided by newly added index firms.

My study contributes to the literature on the influence of the media on manager behavior.
Specifically, prior literature finds that the media play an important role in corporate governance
and in influencing investment decisions by disseminating and producing information that
disciplines manager behavior. These studies suggest that media dissemination and information
production can exert a significant influence on managerial decision-making, for example by
reducing corporate governance violations (Dyck et al., 2008), disciplining insider trading (Dai et

al., 2015), and influencing capital allocation decisions (Liu and McConnell, 2013). My work is



among the first to examine the effect of the media on voluntary disclosure,” and I find robust
evidence that media coverage influences managers’ voluntary disclosure decisions. My study
suggests that media coverage can affect voluntary disclosure by increasing the demand for public
disclosure and provides further support that the media play an important role in corporate
governance.

My study also relates to prior literature on the relation between information
intermediaries and voluntary disclosure. Prior literature documents that information
intermediaries, such as sell-side analysts, have an important influence on voluntary disclosure
decisions. For example, Richardson et al. (2004) find evidence that managers use disclosures to
guide analyst forecasts, and Anantharaman and Zhang (2011) find that managers provide greater
disclosure to attract and maintain analyst coverage. I contribute to this literature by examining
whether and how the media affect voluntary disclosure. A growing literature finds that the media
serve an important role as an information intermediary in capital markets by disseminating and
producing information (e.g., Bushee et al., 2010; Drake et al., 2014). My results suggest that the
media’s broader dissemination of news can affect manager’s voluntary disclosure decisions, and
provides additional support for the importance of the media as an information intermediary.

The remainder of my paper proceeds as follows. In Section 2, I discuss prior literature
and present my hypotheses. In Section 3, I describe my dataset and research design. In Section
4, 1 present regression results on the relation between media coverage and voluntary disclosure
and discuss alternative explanations for my results. Section 5 concludes.

2. Prior Literature and Hypothesis Development

3 Bae et al. (2016) investigate whether sensationalism in media coverage of prior guidance induces managers to stop
providing guidance. My study examines the effect of the media on demand for disclosure, and I consider a broader
set of disclosure channels.



In the following, I first discuss prior literature on the role of the media as an information
intermediary. Second, I discuss prior studies that document that media coverage can influence
manager behavior by directing investor attention and scrutiny towards manager behavior. Third,
I discuss how greater media coverage could either increase or decrease the quantity of voluntary
disclosure provided by managers. Last, I discuss how the presence of institutional investors and
information creation by the media can affect the relation between media coverage and voluntary
disclosure.

2.1 The Role of the Media as an Information Intermediary

A growing literature in accounting and finance documents that the media serve an
important role as an information intermediary by more broadly disseminating news and creating
information for market participants. Media articles can influence the market response to
corporate news by more broadly disseminating information to investors and reducing
information acquisition costs (Bloomfield, 2002). Investors may also demand information from
the media to facilitate information gathering to the extent that media articles can provide useful
and reliable information (Miller, 2006).

Consistent with these arguments, several prior studies find that media coverage can
influence the market response to corporate news and lead to improvements in the information
environment. Twedt (2016) finds that broader dissemination through the media improves the
speed and responsiveness of investors’ reactions to earnings guidance, consistent with media
dissemination improving the efficiency of price discovery. Drake et al. (2014) document that
greater media coverage around earnings announcements reduces the mispricing of accounting
information. Consistent with this finding, Peress (2008) finds that greater media coverage

reduces the post-earnings-announcement drift. In addition, Bushee et al. (2010) find that bid-ask



spreads are lower and market depth is higher around earnings announcements that receive greater
media coverage, suggesting that media coverage can reduce information asymmetry among
investors. Several studies also find that media coverage can lead to greater trading volume (e.g.,
Soltes, 2010; Engelberg and Parsons, 2011; Li et al., 2011; Peress, 2014; Blankespoor et al.,
2017; Bonsall et al., 2017) and a lower cost of capital (e.g., Cook et al., 2006; Liu et al., 2014),
consistent with the media playing an important role in distributing information and increasing
investor awareness.

Overall, this literature is consistent with the media acting as an information intermediary
by more broadly disseminating and creating information, which can reduce mispricing, improve
price discovery, reduce information asymmetry, increase trading activity, and reduce firms’ cost
of capital. Notably, many of these studies examine how media coverage affects the market
response to news around earnings announcements, which are widely anticipated events with
relatively low information acquisition costs for investors. This suggests that the effect of media
coverage on investors is significant even for public and accessible corporate news.

2.2 Media Influence on Manager Behavior

Prior literature suggests that the media can influence manager behavior by both more
broadly disseminating news and producing information. Many of these studies are consistent
with the media playing a corporate governance role by disciplining manager behavior. Dai et al.
(2015) find that media dissemination of insider’s stock sales reduces manager’s future trading
and the profitability of insider trades. Dyck et al. (2008) find that greater media dissemination
can lead managers to reduce future corporate governance violations. Liu and McConnell (2013)
find that wider dissemination and negative press coverage of the stock price reaction to merger

announcements increases the likelihood that managers cancel merger deals. Their evidence is



consistent with both media dissemination and information production, playing a role in
influencing managers’ decisions.

These studies suggest both that managers are aware of their media presence, and that
media dissemination and information production can exert a significant influence on managerial
decision-making. In particular, media coverage can influence manager behavior by increasing
scrutiny by investors and other stakeholders to managers’ future actions.

2.3 Hypothesis Development

Taken together, the above literatures suggest that media dissemination and information
creation can significantly affect firms’ information environments, and that media coverage can
influence manager behavior by increasing attention and scrutiny towards managers’ actions.
Next I discuss my main hypothesis, which states that media coverage may either increase or
decrease voluntary disclosure because of its effects on the demand for public disclosure.

Media coverage may increase voluntary disclosure by increasing the demand for public
disclosure. The media may demand greater public disclosure from managers to reduce their
information acquisition costs. The media produce news articles by both distributing firm
provided news and using the information in firm disclosures to write editorial commentary (e.g.,
Drake et al., 2014). Greater disclosure reduces journalists’ cost of gathering and processing
information, and managers have incentives to comply with the media’s demands for disclosure
because media coverage can improve stock liquidity and reduce firms’ cost of capital (Bushee et
al., 2010; Liu et al., 2014). If the media demand greater voluntary disclosure to produce news
articles and managers have incentives to meet these demands, then greater media coverage may

induce managers to increase voluntary disclosure.



In addition, media coverage may increase voluntary disclosure by directing attention and
scrutiny towards managers’ actions, which can increase investors’ demands for public disclosure.
As previously discussed, prior studies suggest that the media can influence manager behavior by
directing attention towards manager decision-making (e.g., Liu and McConnell, 2013). Greater
firm transparency and public disclosure reduces monitoring costs and improves the ability to
assess managers’ actions (e.g., Gillan and Starks, 2000; Hartzell and Starks, 2003). Thus, greater
media coverage may also increase voluntary disclosure if media coverage can influence
investors’ demands for public disclosure by increasing their attention to managers’ actions.

On the other hand, media coverage may reduce voluntary disclosure if the information
provided by the media can substitute, in part, for information provided by management. Media
articles can provide markets with new information by aggregating, synthesizing, and certifying
information from other information sources, including regulatory filings and sell-side analysts’
research, and by engaging in their own original investigations (e.g., Miller, 2006). Unlike other
information intermediaries like sell-side analysts, the media are less likely to have private ties to
managers, and thus may be a more credible source of information (e.g., Kothari et al., 2009).
Empirical support for this hypothesis comes from empirical studies that document that the
content of media articles can contain value-relevant information about future firm performance.*
Most relevantly, Tetlock et al. (2008) find that media sentiment, particularly that in earnings-
related news articles, contains useful information in predicting subsequent earnings performance.
Their evidence is consistent with the notion that media articles can provide investors with
information about future earnings news. If the information content of media articles can, in part,
substitute for voluntary disclosure, then greater media coverage may decrease voluntary

disclosure.

* See Tetlock (2014) for a survey of this literature.



In accordance with my discussion that media coverage may either increase or decrease
the quantity of voluntary disclosure provided by management, I state my first hypothesis in null
form.

HI1: Media coverage is NOT associated with the quantity of voluntary disclosure.

The counterfactual to my main hypothesis that media coverage impacts voluntary
disclosure decisions is that media coverage is either unrelated to voluntary disclosure; or only the
opposite relationship exists: managers can control or influence media coverage via voluntary
disclosures, but the media exerts no influence on voluntary disclosure decisions. Indeed, in
contrast to prior literature that finds the media exert an influence on manager and firm behavior
(e.g., Dyck et al., 2008; Dai et al., 2015), Core et al. (2008) find no evidence that negative press
coverage of excess executive compensation leads to decreases in manager pay or turnover. Their
evidence is consistent with the media playing more of a role in sensationalizing corporate news
(Jensen, 1979), and consequently exerting no significant influence on firm behavior.’

My next set of hypotheses focus on the mechanisms through which media coverage
affects voluntary disclosure. Media coverage may influence voluntary disclosure by increasing
the demand for public disclosure and by creating new information. These hypotheses are not
mutually exclusive.

The relation between media coverage and voluntary disclosure may depend on investors’
ability to influence disclosure behavior. Prior literature finds that institutional investors in
particular demand greater public disclosure to monitor managers (e.g., Bird and Karolyi, 2016;
Boone and White, 2015). For example, Boone and White (2015) find that exogenous increases in
institutional ownership due to Russell index reconstitutions are associated with an increase in the

issuance of management guidance. Consistent with this, Bird and Karolyi (2016) find evidence

> I discuss reverse causality and other alternative interpretations further in section 4.7.
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that increases in institutional ownership lead to increases in the content of 8-K filings, consistent
with institutional investors demanding incremental corporate disclosure. If greater media
coverage can increase investor attention and scrutiny towards managers’ actions, [ would expect
the relation between media coverage and voluntary disclosure to be stronger in firms with greater
institutional investor ownership.

H?2: The relation between media coverage and voluntary disclosure is stronger with greater
institutional investor ownership.

The relation between media coverage and voluntary disclosure may depend on the extent
of information creation by the media. Media articles that include editorial commentary still
increase the dissemination of firm news, but as discussed above, information creation by the
media may reduce voluntary disclosure if the information content of media articles can, in part,
substitute for management provided information. Prior studies suggest that media sentiment can
provide investors with useful information about future earnings news (e.g., Tetlock et al., 2008),
which may reduce the demand for voluntary disclosure. Information production by the media
may also either increase or have no effect on voluntary disclosure if the information produced by
the media increases attention and scrutiny towards manager behavior, but is not in itself useful to
investors. In this case, media coverage still plays a dissemination role by more broadly
disseminating firm news, which can increase the demand for public disclosure, but investors may
ignore the content of media articles and simply obtain further information directly from firms.
Given that information creation by the media may have differential effects on voluntary
disclosure, I state the following hypothesis as a null.

H3: The relation between media coverage and the quantity of voluntary disclosure is NOT

associated with the extent of information creation by the media.
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3. Data and Research Design

I construct my sample by gathering all earnings announcements in Compustat with
matching identifiers in CRSP, I/B/E/S, and Ravenpack between 2000-2016.° I require firms have
a stock price greater than $1, a market capitalization greater than $5 million, at least one
following analyst, and that the earnings announcements reported in Compustat and I/B/E/S are
within one day of each other.” My final matched sample consists of 147,494 firm-quarter
observations (6,196 unique firms) between 2000-2016.

For my baseline analysis, I examine the relation between prior media coverage and the
quantity of voluntary disclosure around the current earnings announcement and the following
quarter. My baseline model specification is as follows.

VoluntaryDisclosure;;, = « .1+ [ 1*LnPriorMediaEA;;; + [ *LnMVE;,.;+ [
3*BM; .1+ B4 *LnNumAnalysts;,.; + 5 s*BidAskSpread;,.; + [f¢*Volatility;,.; + 5
7*¥InstitOwnership;,.; + 5 s*PriorGuider;,;+ 5 o*UE;.;+ [ 10*UEPos;.;+ [ 11*UENeg;,; +
B 12%Lossi.; + B 13*¥ProportionMeetBeat;,.; + [ 14*PriorUE;.; + [ 15*PriorAbsUE;.;+ [
16*ROA; .1 + 5 175SP500;.; + 0, *YearFE + 0,*FiscalQtrFE + 0.*IndustryFE + e;;.;

I define LnMediaPriorEA as the number of media articles disseminated in the five trading
day window around the prior earnings announcement date.® Following Drake et al. (2014), I
restrict my attention to flash and full-text media articles with an earnings event type

classification.” Articles with an earnings event type categorization have the maximum relevance

5 My sample begins in 2000, which is the beginning year for Ravenpack’s Dow Jones (DJ) Edition product.

7 My results are not sensitive to using a stock price cutoff of $5 or a market capitalization cutoff of $10 million. I
require analyst coverage to compute unexpected earnings in my analyses.

¥ I use a five trading day window to be consistent with my measurement window for bundled guidance. As discussed
below, I follow Rogers and Van Buskirk (2013) in defining bundled guidance as guidance issued within the five
trading day window around the earnings announcement.

? I find similar results when I use general media coverage (i.e., not requiring an earnings event type classification).
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score of 100 by Ravenpack’s entity detection algorithm, which helps ensure that the news article
is primarily about the identified firm and the associated earnings announcement. '

Measuring media coverage around the prior earnings announcement has several
advantages. My proxy for media coverage is measured prior to the current quarter, which
mitigates the effect of potential confounding corporate events that occur during the current
quarter. Media coverage is persistent and concentrates around earnings announcements (Tetlock
et al., 2008), and earnings announcements provide a consistent, measurable information event
that I can use to compare media coverage across firms."'

VoluntaryDisclosure;, is defined as the voluntary disclosure for firm 7 in quarter ¢ I use
the quantity of management earnings forecasts as my primary proxy for voluntary disclosure, and
construct three measures of guidance.'” First, following Rogers and Van Buskirk (2013), T
construct an indicator for bundled guidance, GuideBundled, which is equal to one when a firm
issues guidance within the five trading day window around the earnings announcement. Second,
I use a continuous measure of bundled guidance GuideBundledCt, defined as the number of
pieces of guidance issued during the five trading day window around the earnings
announcement. My third measure, GuideQtr, is a continuous measure of both bundled and

unbundled guidance over the quarter following the earnings announcement. I measure this by

10 Ravenpack’s DJ Edition product contains data from Dow Jones Newswires, the WSJ, Barron’s, and MarketWatch.
Prior studies suggest that Ravenpack provides a reasonable proxy for firms’ overall media coverage compared with
the Factiva database (e.g., Drake et al., 2014; Shroff et al., 2013). In addition, I confirmed with Ravenpack
representatives that Ravenpack receives and includes all articles/publications from its data contributors. It receives
the data through fixed price subscription contracts with contributors.

"' As discussed in section 4.2, I find similar results using the quantity of media coverage in the 1 month and 3
months prior to the current earnings announcement. These proxies of media coverage capture more timely measures
of media attention relative to the upcoming earnings announcement, but may be influenced by contemporaneous
corporate events that occur during the current quarter.

"2 In Section 4.6, I examine whether media coverage has an impact on alternative measures of voluntary disclosure,
including conference calls and firm press releases.
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counting the total number of pieces of guidance issued from two days prior to the current
earnings announcement to three days prior to the next earnings announcement.'

I control for determinants of voluntary disclosure following the voluntary disclosure
models of Rogers and Van Buskirk (2013) and Billings et al. (2015). See Appendix A for details
on variable construction. I control for standardized unexpected earnings with respect to the
consensus analyst forecast (UE). This is calculated as the difference between actual earnings and
the consensus analyst forecast, scaled by the fiscal quarter end price. I include indicators for
positive unexpected earnings (UEPos), negative unexpected earnings (UENeg), and whether the
firm reported negative earnings (Loss). I also include a measure of the proportion of the last four
fiscal quarters where the firm met or beat analyst expectations (ProportionMeetBeat) and
whether a firm guided in the previous quarter (PriorGuider). Last, | include fixed effects for the
current year and the current fiscal quarter to control for time period and seasonality effects.

Because media coverage is not exogenous, | control for determinants of both general
media coverage and media coverage around earnings announcements. Unless specified
otherwise, I measure the following variables during the quarter preceding the prior earnings
announcement, i.e., strictly prior to my measurement of media coverage. Following prior studies
(Solomon and Soltes, 2012; Dai et al., 2015; Drake et al., 2014, 2017; Core et al., 2008), I
include controls for determinants of investor demand for information, including firm size
(LnMVE), book-to-market (BM), index membership (SP500), and industry fixed effects (two-
digit SIC). Because firms with more salient performance are more likely to receive news
coverage (e.g., Core et al., 2008), I also control for recent firm performance, as proxied by return

on assets (ROA). In addition, I control for the number of analysts following the firm

13 As discussed in section 4.2, I also find consistent results when I separately examine unbundled guidance or
examine guidance for all types of management forecasts.
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(LnAnalystFollowing) and the proportion of institutional ownership (/nstitOwnership). 1 also
control for other market variables that may affect both media coverage and voluntary disclosure,
including stock return volatility (Volatility) and bid-ask spreads (BidAskSpread) measured during
the twelve months prior to the previous quarter’s earnings announcement. Finally, I include
controls for characteristics of the prior earnings announcement that may affect media coverage.
Following Drake et al. (2014), I include last quarter’s earnings surprise (PriorUE) and the
magnitude of last quarter’s earnings surprise (PriorAbsUE).

[Table 1: Summary Statistics]

In Table 1, I present summary statistics for the above variables. Over my 2000-2016
sample, firms issue bundled guidance in 34.6% of firm-quarters.'* In addition, 2,751 firms
(37,744 observations) never guide, 194 firms (2,981 observations) guide every quarter, and the
remaining 3,251 firms (106,769 observations) sometimes guide, i.e., issue guidance in at least
one, but not all quarters. The average (median) firm in my sample has a market capitalization of
6,116 (1,064) million and is covered by 6.6 (5) analysts. Firms have positive earnings surprises
in 59% of quarters and report a loss in 19% of quarters. The average (median) number of media
articles around a firm’s prior earnings announcement is 3.6 (3).

4. Results
4.1 Baseline Model

I use two model specifications to examine the relation between prior media coverage and
voluntary disclosure. In my first model, I run OLS regressions using the specification in
Equation (1) with year fixed effects and standard errors clustered by firm. In my second model, I

use the same specification but include firm fixed effects to examine whether media coverage is

' My sample is consistent with that of prior literature on management guidance. For example, Rogers and Van
Buskirk (2013) find that 29% of firms issue bundled guidance between 2000-2007, and Billings et al. (2015) find
that 31% of firms issue bundled guidance between 2001-2010.

15



related to within-firm variation in voluntary disclosure decisions. This second specification also
helps to mitigate the influence of omitted firm characteristics that affect both media coverage and
voluntary disclosure.

[Table 2: Media Coverage and Management Guidance]

In Table 2, I present the results of my baseline regression, which regresses measures of
management guidance on prior media coverage. In columns 1-3, I present the results of my first
model specification (Equation 1), and in columns 4-6, I present the results of my second model
specification, which adds firm fixed effects to the model. The three dependent variables are
GuideBundled, an indicator for whether a firm issues bundled guidance, GuideBundledCt, a
continuous measure of the number of pieces of bundled guidance issued by a firm, and
GuideQtr, a continuous measures of the number of pieces of bundled guidance and unbundled
guidance issued during the subsequent quarter. My main explanatory variable is
LnMediaPriorEA, which measures the quantity of media coverage around the prior earnings
announcement. [ standardize continuous independent variables to have mean 0 and standard
deviation 1 to ease the interpretation of economic magnitudes.

In columns 1-3, I find that LnMediaPriorEA is positively related to each measure of
guidance. Firms that receive more media coverage are more likely to issue guidance the
following quarter. In columns 4-6, I find that this positive relation is robust to the inclusion of
firm fixed effects. This result suggests that within-firm variation in media coverage is associated
with a greater issuance of guidance, and mitigates the possibility that an omitted firm
characteristic that correlates with media coverage drives my results. In terms of the economic
magnitude of these effects, in my baseline model a one standard deviation increase in

LnMediaPriorEA is associated with a 1.71 times increase in the odds of issuing bundled
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guidance. GuideBundledCt increases by .055 (an 11% increase over the mean) and GuideQtr
increases by .069 (a 10% increase over the mean)."”
4.2 Additional Tests

I run multiple robustness tests on my baseline specification (Equation 1). First, one
concern is that, although I include firm size (LnMVE) as a control in my main specification, it is
possible that I am still not fully controlling for the relation between firm size and media
coverage. To address this, I re-run my analysis (untabulated) using
LnMediaPriorEA_SizeDeflated as my measure of media coverage, which is defined as
LnMediaPriorEA scaled by the logarithm of firm market capitalization. My results are robust to
using this specification, i.e., the coefficient on LnMediaPriorEA_SizeDeflated is positive and
significant at the 1% level across all three guidance measures.

In addition, I re-run my main analysis using a measure of abnormal media coverage,
where I replace my measure of media coverage with the residual of a regression of
LnMediaPriorEA on the determinants of earnings-related media coverage discussed in section 3,
including firm size, book-to-market, industry, return on assets, prior guidance issuance, analyst
coverage, institutional ownership, volatility, bid-ask spreads, S&P 500 inclusion, and the size
and magnitude of the prior earnings surprise. These variables are measured either
contemporaneously to media coverage around the prior earnings announcement (for the prior
guidance and earnings surprise variables) or strictly prior to the measurement of media coverage
(i.e., during the quarter prior to the previous earnings announcement). | find consistent results
with this alternative measure of media coverage.

Another concern is that my measure of media coverage may be affected by omitted

characteristics related to the prior earnings announcement. To examine whether my results are

151 find similar results if T winsorize or trim all continuous variables at the 1% and 99% level.
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sensitive to measuring media coverage around the prior earnings announcement, I construct two
measures of media coverage during the time leading up to the current earnings announcement.
Specifically, I construct LnMedialm and LnMedia3m, defined as the logarithm of one plus the
total number of general media articles in the thirty days and ninety days ending three trading
days prior to the current earnings announcement. In contrast to my primary measure of media
coverage, which is measured around the prior earnings announcement, these measures capture
longer horizon and more timely measures of media coverage over the entire quarter leading up to
the earnings announcement. Consistent with my main finding, I find a significant positive
relation between prior media coverage and management guidance. This suggests that my results
are unlikely to be driven by my measurement of media coverage around the prior earnings
announcement.

One alternative explanation is that media coverage may increase in response to guidance
issued in the prior quarter, which, in combination with persistence in guidance behavior, may
explain the positive relation that I find between media coverage at the prior earnings
announcement and guidance issued during the following quarter. While I control for the prior
issuance of guidance in my main specification, it is possible that I am still not fully controlling
for the relation between media coverage and firms’ prior history of guidance. To address this
concern, | re-run my model within subsamples of firms with a similar history of guidance.
Specifically, I define recentguideriq as an indicator equal to one for firms that issue guidance in
the prior quarter and re-run my analysis partitioned by recentguideriq. In both subsamples, I find
a significantly positive relation between media coverage and subsequent guidance. I repeat this
analysis using two alternative definitions of recent guidance. recentguider4q, an indicator equal

to one for firms that issue at least one piece of guidance in the prior four quarters, and
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recentguider2q, an indicator equal to one for firms that issued guidance in at least three of the
last twelve quarters. I find consistent results across each of these subsamples. This indicates that
my results are unlikely to be driven by firm’s prior guidance behavior, and it also suggests that
the level of prior media coverage relates to firms’ decision to start and stop providing guidance.

I also examine whether my main result is consistent across both good and bad news
voluntary disclosures. I re-run my main model on subsamples of guidance forecasts based on
whether they are issued either above or below analyst expectations. In both subsamples, I find
that the coefficients are positive and significant, but the coefficients are not significantly
different from each other. Overall, I find little evidence that media coverage affects good and bad
news differently.

Last, I re-run my analysis excluding the sample of firms that are either never-guiders or
always-guiders and find similar results. I also find similar results examining only unbundled
guidance as an additional dependent variable and measuring my dependent variables using all
types of management forecasts (i.e., not only earnings forecasts). In addition, to check whether
my results are sensitive to Ravenpack’s count of media article coverage around earnings
announcements, I re-run my analysis using a dichotomous measure of media coverage and find
consistent results.

4.3 Media Coverage and Institutional Investor Ownership

In this section, I examine empirical support for my hypothesis that the relation between
media coverage and voluntary disclosure is stronger in the presence of institutional investors. |
measure institutional investor ownership using the percentage of outstanding shares owned by
institutional investors from the Thomson Reuters database. In Table 3, I present regression

results where the dependent variable is GuideQtr, the total number of pieces of guidance issued
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during the current earnings announcement and the following quarter. My main independent
variable is the interaction term LnMediaPriorEAxInstitOwnership, defined as LnMediaPriorEA
multiplied by the percentage of institutional owners for the firm.

[Table 3: The Effect of Media Coverage by Institutional Investor Ownership]

In column 1, I find that the interaction term LnMediaPriorEAxInstitOwnership has a
significantly positive coefficient, consistent with the effect of media coverage on guidance being
stronger when a firm has a larger fraction of institutional ownership. In addition, the coefficient
on InstitOwnership is also positive and significant, which is consistent with prior literature (e.g.,
Bird and Karolyi, 2016). Column 2 shows that the interaction term is still positive and significant
after the inclusion of firm fixed effects. These results suggest that the relation between media
coverage and voluntary disclosure is increasing in the presence of institutional investors. This
evidence is consistent with media coverage having an effect on the demand for public disclosure
by institutional investors.

4.4 Media Credibility and Management Guidance

Next, I examine whether the credibility of media coverage affects the relation between
media coverage and voluntary disclosure. If media coverage affects voluntary disclosure by
directing investor attention then I would expect media coverage to have a greater effect on
voluntary disclosure when there is greater coverage from more credible media sources, as
investors are more likely to pay attention to news sources that they consider to be more credible
and trustworthy.

I obtain data on multiple news sources using Ravenpack’s dataset on web media

coverage. The advantage of Ravenpack’s web edition product is that it includes news articles
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from thousands of online sources, although this data is only available beginning in 2007.'° Aside
from allowing me to test the generalizability of my results to alternative news sources, the web
sources include journalists that vary widely in professionalism and credibility (Drake et al.,
2017). This allows me to examine whether variation in the credibility of media coverage affects
the relation between media coverage and voluntary disclosure.

I use two proxies for the credibility of media sources. The first measure is derived from
Ravenpack’s provided measure of the trustworthiness and influence of each of its sources, which
takes values between 1 and 10. Based on this measure, I construct the variable Trustworthiness,
calculated as the average Ravenpack trustworthiness rating of articles published during the five
trading day window around the prior earnings announcement. I reverse the order of the ratings
(i.e., swapping ratings of 1 and 10, 2 and 9, etc.) so that higher measures indicate more
trustworthy sources.

For my second proxy, I use a measure of media professionalism as defined in Drake et al.
(2017)."" They hand-classify Ravenpack sources into three categories of professionalism:
professional, semi-professional, and non-professional. The professional sources consist of the
sources from the Dow Jones Newswires. The semi-professional sources consist of newspaper
websites (e.g., New York Times website), business news websites (e.g., CNBC), and investment
research websites (e.g., Morningstar, Seeking Alpha, etc.). The non-professional sources consist
of non-financial websites (e.g., Scientific American) and all blogs other than those of

professional reporters that post on newspaper or business news websites (e.g., Zerohedge). |

' My inferences are unchanged when I replicate my main results in Table 2 incorporating data from Ravenpack’s
Web database. In subsequent sections, I exclude data from Ravenpack’s Web database because the Web dataset only
includes data beginning in 2007. In addition, I use news type categorizations (e.g., flash articles, full-text articles,
etc.) in my later tests. While the news type categorizations from Dow Jones sources are derived from Dow Jones’
publisher tags, for most web sources, the news types are less reliable because they are identified heuristically from
the meta-data of articles. I thank Ravenpack representatives for helpful discussions on this.

'71 gratefully thank Mike Drake and Brady Twedt for generously providing this data.
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define Professionalism as the ratio of news articles published by professional media sources to
total news articles around the prior earnings announcement.'®
[Table 4: The Effect of Media Coverage by News Source Credibility]

In Table 4, I present regression results where the dependent variable is GuideQtr, the
total number of pieces of guidance issued during the current earnings announcement and the
following quarter. In each regression, I include an interaction term
LnMediaPriorEAxMediaCredibility, where MediaCrediblity=Trustworthiness in columns 1-2
and MediaCredibility=Professionalism in columns 3-4. In each column, I find consistent
evidence that the interaction term LnMediaPriorEAxMediaCredibility is positive and significant,
which indicates that the relation between media coverage and voluntary disclosure is more
positive when the news articles come from more credible media sources. This evidence is
consistent with media coverage having a greater influence on investor attention and investors’
demand for disclosure when more credible media sources report on the firm.

4.5. Media Dissemination and Information Creation

Next, I examine empirical support for my hypothesis that the relation between media
coverage and voluntary disclosure can depend on whether the media articles in question consist
of pure dissemination of corporate news or contain additional information and analyses.
Following prior literature (e.g., Drake et al., 2014; Bonsall et al., 2017), I use Ravenpack’s
classification of news flash articles and full-text articles as a proxy for media dissemination and
media information production respectively. Ravenpack classifies articles as news flashes if they

consist of only headline text and full-articles if they include additional editorial content.

'8 find similar results when I define professionalism as the ratio of professional and semi-professional news sources
divided by total news sources.
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In Table 5, I present the results of OLS regressions where I regress management
guidance on LnFlashNewsPriorEA, defined as the logarithm of one plus the number of news
flash articles disseminated around the prior earnings announcement, and LnFullNewsPriorEA,
defined as the logarithm of one plus the number of full-text media articles disseminated around
the prior earnings announcement.

[Table 5: Media Dissemination and Information Creation]

I find that both news flash and full-text articles have a significantly positive relation with
GuideQtr. The coefficient on news flash articles is significantly larger than that of full-text
articles in column 3 (difference p-value < .01) and column 4 which includes firm fixed effects
(difference p-value <.01). My results indicate that the effect of media coverage on voluntary
disclosure is more strongly related to the media’s dissemination role rather than its information
creation role. Moreover, because the coefficient on LnFullNewsPriorEA is positive, I find little
evidence supporting the notion that information production by the media has a substitutionary
effect with management provided information.

4.6 Alternative Measures of Voluntary Disclosure

In Table 6, I examine the relation between media coverage and two alternative measures
of voluntary disclosure: conference call disclosures and firm press releases. To measure
conference call disclosures, I use a dataset of conference call transcripts from Thomson Reuters
StreetEvents and SeekingAlpha.com between 2006-2013." I define ConfCall as an indicator
equal to one if the firm has an earnings conference call within a five-day window around the
earnings announcement. [ also define LnCallWords as the logarithm of the total number of words
spoken during both the presentation and questions and answers sections of the conference call. I

use this measure as a proxy for the quantity of voluntary disclosure provided during the

19 See Green et al. (2017) for further details on the data collection procedure.
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conference call. My third alternative measure of voluntary disclosure is the quantity of firm press
releases, measured over the same period as GuideQtr, i.e., beginning two days prior to the
current earnings announcement to three days prior to the next earnings announcement. I collect
data on firm press releases from Ravenpack, which includes data on firm press releases
beginning in 2004.
[Table 6: Media Coverage and Alternative Measures of Voluntary Disclosure]

Consistent with my prior results with management earnings guidance, I find a positive
relation between prior media coverage and each of the three alternative measures of voluntary
disclosure. These results provide supporting evidence for a positive relationship between media
coverage and voluntary disclosure and suggest that this relationship generalizes to forms of
voluntary disclosure beyond management guidance.
4.7 Alternative Explanations

In this section, I discuss alternative explanations for my results. One alternative
interpretation of my results is that voluntary disclosure influences media coverage, i.e., reverse
causality. For example, the media may be more likely to cover firms that issue more guidance or
speak more during conference calls. Indeed, prior literature suggests that firms can influence
their media coverage by, for example, issuing more press releases during merger negotiations
(Ahern and Sosyura, 2014) or hiring an investor relations firm (Bushee and Miller 2012;
Solomon, 2012). As discussed in section 4.2, my main analysis controls for prior guidance
issuance, and in addition, the relation between prior media coverage and guidance holds within
subsamples of firms with a similar history of providing guidance, which suggests that my results

are unlikely to be explained by prior guidance behavior.

24



Another alternative explanation is that an omitted variable is correlated with both my
measurement of media coverage around the prior earnings announcement and voluntary
disclosure during the next quarter (e.g., an observed firm event around the prior earnings
announcement that jointly increases media coverage and managers’ propensity to disclose
information). As discussed in section 4.2, I find consistent results when [ measure media
coverage over the one month and three months leading up to the current earnings announcement.
To explain my results, the omitted variable would need to be time varying, correlated with media
coverage measured during both the prior earnings announcement and during the period leading
up to the current earnings announcement, and consistent with my cross-sectional tests, i.e., more
strongly related to the dissemination role of the media than the information creation role of the
media and stronger when there is a greater presence of institutional investors.

4.7.1 S&P 500 Index Inclusions

To further address endogeneity issues, I examine the effect of changes in media coverage
due to S&P 500 index reconstitutions on changes in voluntary disclosure. There are several
advantages to this setting. Prior studies document that firms that are members in a major stock
index tend to attract greater media coverage (e.g., Core et al., 2008; Dai et al., 2015; Drake et al.,
2014). However, S&P states that inclusions are based on publicly available information and do
not reflect an opinion on the investment merits of the company (Standard and Poor’s, 2002).
Moreover, firms are unlikely to know whether or when their firm might be included in the S&P
500. Index inclusions are typically finalized within just five days of an index deletion, which
makes it unlikely that managers can alter their disclosure practices to acquire a spot in the index

(e.g., Chen et al., 2004).
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A disadvantage of this setting is that firms included in the S&P 500 may experience
contemporaneous changes in their information environments. Specifically, prior studies find
evidence that additions to the index lead to increases in institutional ownership (Chen et al.,
2004; Schoenfeld, 2017) and analyst coverage (Yu, 2008). There is also mixed evidence that
index inclusions increase firm value and firm performance (Harris and Gurel, 1986; Wurgler and
Zhuravskaya, 2002; Denis et al., 2003; Schoenfeld, 2017). To address this, I use a variable-level
difference-in-difference research design that allows me to separately identify the effect of
changes in media coverage from other changes in firm characteristics. I control for
contemporaneous changes in other determinants of voluntary disclosure and media coverage
including institutional ownership, firm value, analyst coverage, and firm performance.

To construct my sample, I begin with 256 first-time additions to the S&P 500 during the
period 2001-2015. I exclude the first and last year of my original sample (2000 and 2016) to be
able to compute measures of prior media coverage and subsequent voluntary disclosure for each
year. Following Denis et al. (2003), I remove 22 observations that were added to the index
because they acquired, merged with, or spun off from an index firm. I require that each treated
firm have at least four earnings announcements during both the two years prior and subsequent
to the calendar quarter of the firm addition, and remain in the index for at least two years after
inclusion, which eliminates another 2 firms. My final S&P 500 index inclusion sample consists
of 232 S&P 500 index-inclusion firms between 2001-2015.

For each treated firm, I find a matching control firm using propensity-score matching.
My matching window is the four most recent quarters preceding the calendar quarter of the index
inclusion. I match treated and control observations at the firm level (i.e., matching upon averaged

values over the pre-treatment period), which ensures that each firm has four quarters during both
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the pre- and post- treatment quarters in the sample and a full year of fiscal quarters is represented
in each period. The pool of potential control firms consists of all observations with sufficient
data during the pre and post-treatment periods for each addition. I require that control firms were
not either added or dropped from the S&P 500 index during the [-2,2] year window.

For each treated firm, I use nearest-neighbor matching to match (without replacement)
one control firm whose pre-treatment period ends in the same addition year. I keep the firm with
the closest propensity score and require the score to be within a caliper of 5%. I use the
following specification for my propensity score model, which controls for determinants of media
coverage and voluntary disclosure.

Treated; = «;+ [ *LnPriorMediaEA;+ (5 ,*LnMVE;+ [(53*BM;~+ [ ;*LnNumAnalysts;
+ [ 5*BidAskSpread; + [ s*Leverage; + [ ;*InstitOwnership; + [ s*PriorGuider; + /5 9*ROA; +
0. *IndustryFE + €; (2.1)

Recall that in previous sections I measure media coverage around the prior earnings
announcement and measure voluntary disclosure beginning from two days before the current
earnings announcement until three days before the subsequent earnings announcement. To
remain consistent with this timing, for T=1, LnMediaPriorEA is measured around the first four
earnings announcements following the calendar quarter in which the addition occurs, and
GuideQtr 1s measured around the first four subsequent earnings announcements (i.e., following
the earnings announcement in which media coverage is measured) and the following quarter. For
T=0, GuideQtr is measured during the four quarters ending on the most recent earnings
announcement prior to the calendar quarter in which the addition occurs, and LnMediaPriorEA is
measured around the earnings announcement prior to the guidance measurement window. My

control variables are measured with timings consistent with Section 3.
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I find that index firms are significantly larger in size, have relatively less debt, and have
lower book-to-market values compared with non-index firms. This is consistent with prior
studies that examine S&P 500 reconstitutions (e.g., Schoenfeld, 2017; Baran, 2012).

[Table 7 Panel A: Summary Statistics for S&P 500 Index Inclusions and Matched Controls]

In Table 7 Panel A, I examine covariate balance between the treated and control groups.
None of the covariates not significantly different between the two groups in the pre-treatment
period (at the 5% level). Most notably there is no significant difference (at the 5% level) between
guidance issuance and media coverage in the pre-treatment period. To be conservative, I include
all matching characteristics as controls in my final difference-in-difference regression. In
untabulated tests, I find that the pretreatment trends in the matching characteristics are
reasonably parallel and do not suggest my observed result is due to prior trends.

Next, I compute all variables in their difference-in-difference (DiD) form. This allows me
to separately identify the effect of changes in media coverage on changes in voluntary disclosure,
controlling for the effect of changes in other variables such as institutional ownership. For

example, I calculate ALnMediaPriorEA as follows and repeat this procedure for all variables.

ALnMediaPriorEA = (LnMediaPriorEA,,, , .., — LnMediaPriorEAtrear-0) (2.2)

—(LnMediaPriorEA, — LnMediaPrior EAcontror7-0)

ontrol, T=1
For each variable, I calculate the first difference by subtracting the post-period value (T=1)
minus the average over the pre-period (T=0) for both treated and control firms. I then calculate
the second difference by subtracting each treated firm’s first difference with its matching control
firm’s first difference.

[Table 7 Panel B: Summary Statistics for S&P 500 Index Inclusion Firms Relative to Matched
Control Firms (Difference-in-Difference Variables)]
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In Table 7 Panel B, I present summary statistics for the difference-in-difference variables.
After being included in the S&P 500 index, relative to control firms, treated firms increase
guidance disclosures by 0.14 pieces of guidance per quarter (a 16% increase from the mean)
(significant at the 1% level). In addition, treated firms also exhibit increases in media coverage
of 0.29 articles (an 8% increase from the mean) around earnings announcements relative to
control firms (significant at the 1% level). I also find contemporaneous increases in market
value, institutional ownership, and analyst coverage (all significant at or above the 5% level),
which is consistent with prior literature (Baran and King, 2012; Schoenfeld, 2017; Yu, 2008). I
control for each of these contemporaneous changes in my subsequent difference-in-difference
regressions.

To examine the effect of changes in media coverage due to S&P 500 index inclusions on
voluntary disclosure, I use the following regression specification with all variables in their
difference-in-difference form (as calculated in Equation 2.2). I cluster standard errors by the year
of the index inclusion.

AVoluntaryDisclosure = a + B* ALnMediaPriorEA + 0 * {AControls} + ¢ (2.3)

My main measure of voluntary disclosure is AGuideQtr, defined as in Equation 2.2 in
difference-in-difference form. I include all matching characteristics in my propensity score
model except for disclosure behavior, which is my dependent variable. Using the difference-in-
difference specification, I assume that firm-specific effects for each firm are fixed across time
and the time-varying effects change in the same manner across time for each matched treated and
control firm. To the extent that other drivers of disclosure change in the same manner across the
inclusion and control firms (e.g., time-varying variables) or are constant (e.g., firm-fixed

variables), the difference-in-difference approach will remove these factors from my analysis.
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I present the results of the difference-in-difference regression in Table 7 Panel C. My
dependent variable is 4GuideQtr in column 1, which is the difference between post- minus pre-
period changes in GuideQtr between the S&P 500 addition firms and their matched controls. In
column 2, my dependent variable is AGuideQtrPerc, calculated analogously to AGuideQtr but
using percentage changes.”” My independent variable of interest is ALnMediaPriorEA, which is
the difference between post- minus pre-period changes in media coverage between the S&P 500
addition firms and their matched controls. I find that the coefficient on ALnMediaPriorEA is
positive and significant. This evidence suggests that changes in media coverage due to the S&P
500 additions are associated with increases in guidance provided between the treated and control
groups. These results support my primary findings and help to address the concern that an
omitted correlated variable drives the main result.

4.7.2 Instrumental Variables Tests

Next, I conduct an instrumental variables (IV) analysis with three instrumental variables
as an additional test to address correlated omitted variables. My first two instruments for
LnMediaPriorEA are the number of news articles disseminated around the earnings
announcement four quarters prior (LnMediaEALag4(Q) and the average level of media coverage
of earnings announcements four quarters prior by firms in the same SIC-2 industry (Industry-
LnMediaEALag4Q). Firm and industry-level media coverage exhibit strong persistence (e.g.,
Tetlock et al., 2008). One reason for this is that journalists incur costs to cover new firms and
industries. Firms and industries with past media coverage are more likely to receive future media
coverage simply because journalists are already aware and familiar with these types of firms and

industries. Thus lagged firm and industry-level media coverage are likely related to future media

2% If there were disclosures made in the post-period and no disclosures made in the pre-period, the variable is set to
1. If there were no disclosures in either the pre- or post-period, the variable is set to 0.
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coverage, but these instruments are unlikely to directly affect current period voluntary disclosure
decisions or be affected by omitted events around my measurement of media coverage during the
prior earnings announcement. An important caveat is that these instruments will not reduce bias
relative my OLS estimates if they are still correlated with the error term in the model, for
example, if there are correlated omitted variables that are highly persistent over time or if
companies in the same industry also share the same endogenous component of media coverage
(Larcker and Rusticus, 2010)."

For my third instrumental variable, I use S&P 500 index membership measured as of the
prior earnings announcement. As discussed previously, S&P 500 index membership is positively
related to media coverage, persistent over time, and is based on public information about the
firm. It is unlikely that historical S&P 500 membership directly affects current period voluntary
disclosure decisions.”

[Table 8: Instrumental Variables Tests]

Table 8 presents the results of the instrumental variables tests. In column 1, I find that all
three instruments are positively related to media coverage in the first stage regression. In the
second stage regression in column 2, Predicted-LnMediaPriorEA has a significantly positive
relation with GuideQtr. 1 reject the null hypothesis of a weak instrument with Kleibergen-Paap
Wald F statistics of 2683, 89, and 228 for LnMediaEALag4Q, Industry-LnMediaEALag4Q, and

SP500 respectively. These results are consistent with my main finding that media coverage is

21 As discussed below, I find strong relations between my instruments and my measure of media coverage in the first
stage regressions. I also find similar results using two and three year lagged media coverage and SIC-1 and SIC-3
industry definitions. Even if my instruments are not perfectly exogenous, the strength of my instruments indicates
that the bias from my instrumental variables approach is likely less than the bias of my OLS regressions unless the
correlation between the OLS residuals and my instrument is very high relative to the correlation between the OLS
residuals and my original measure of media coverage.

22 As in Section 4.7.1, I control for institutional ownership, firm value, firm performance, and analyst coverage in all
my regressions. I also find consistent results when I remove recent firm additions (i.e., firms added within the last
two years), which helps ensure that my results are not affected by any contemporaneous changes around new
additions.
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positively related to management guidance. In untabulated analyses, I also find consistent results
using two and three year lagged media coverage and SIC-1 and SIC-3 industry definitions. My
results are also robust to re-running the analysis with each instrumental variable individually.
4.7.3 Propensity score matched subsamples

Firms that receive a great deal of media coverage may be fundamentally different from
those that do not. Failure to control for this selection bias could distort my inferences if these
differences explain both the likelihood that firms receive media coverage and the likelihood that
firms disclose information. Conceptually, I am interested in the difference between firm-quarters
that receive high levels of media coverage around the prior earnings announcement with the
counterfactual outcome, i.e., the outcome if during the same firm-quarter there was little or no
media coverage. Accordingly, as a robustness test, | use propensity score matching (PSM) to
identify firm quarters that did not receive media coverage around the prior earnings
announcement, but are otherwise similar over observable dimensions to firm-quarter
observations that did receive media coverage around the prior earnings announcement.

To estimate propensity scores, | use a logit regression where the dependent variable is
MediaCoverPriorEA, defined as 1 if the firm received at least one earnings-related media article
around the prior earnings announcement and 0 otherwise. I calculate propensity scores by
regressing MediaCoverPriorEA on the determinants of earnings-related media coverage
discussed in section 3, including firm size, book-to-market, industry, return on assets, prior
guidance issuance, analyst coverage, institutional ownership, volatility, bid-ask spreads, S&P
500 inclusion, and the size and magnitude of the prior earnings surprise. I then match each firm-
quarter observation that received media coverage during the prior earnings announcement with

an observation that did not receive media coverage during the prior earnings announcement. [
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perform the matching procedure using nearest-neighbor matching without replacement and
require that the matched observation is in the same year and has the closest propensity score
within a maximum distance of 1% to achieve covariate balance.

I re-run my (untabulated) analysis in Table 2 using the propensity score matched sample
and find that firms that receive media coverage in the prior quarter are more likely to issue
voluntary guidance during the current quarter compared with their matched sample counterparts.
The coefficient on LnMediaPriorEA is positive and significant at the 1% level in all
specifications. This suggests that differences in observable drivers of media coverage are
unlikely to explain my results.*

4.7.4 Quasi-Natural Experiment — Newspaper Strikes

To further address endogeneity issues, in an on-going analysis, [ use a quasi-natural
experiment to provide further supporting evidence for a causal relation between media coverage
and voluntary disclosure decisions. Specifically, I examine whether exogenous reductions in
media coverage due to national newspaper strikes in Europe affect voluntary disclosure
decisions. I follow Peress (2014) in constructing my sample of newspaper strikes, which occur
over the period 1989-2010 and last between 1-7 days.** I use a difference-in-difference
specification where the treated sample consists of firms with headquarters in strike countries
around newspaper strike dates.

4.8 Additional Tests - Guidance Characteristics

31 find similar results performing the matching on all the controls in Table 2.

* Peress (2014) finds that newspapers strikes lead to significant declines in trading volume during strike days. Over
the period 1989 to 2010, he identifies 52 eligible national newspaper strikes, which concentrate in France, Greece,
Italy, and Norway. These strikes are called by journalists, print, or distribution workers in reaction to planned
government policies. Most of the time these strikes relate to the profession’s economic conditions (e.g.,
employment, pay, pensions, tax breaks, and state subsidies); sometimes they are called to fight censorship and
defend the freedom of the press. I argue that these nationwide newspaper strikes are plausibly exogenous to
voluntary disclosure during the strike dates.
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Media coverage may affect other characteristics other than just the quantity of guidance.
Next, | examine whether media coverage has an effect on the timeliness and specificity of
guidance. To measure timeliness, I construct the measure /mmediacy, defined as the number of
days between the current earnings announcement and the first management earnings forecast
issued, multiplied by -1. To measure forecast specificity, I define the variable Specificity, which
equals 3 if the forecast is a point estimate, 2 if the forecast is a closed range, and 1 if the forecast
is an open range (i.e., the guidance consists of one numeric value and an indication that EPS is
expected to be above or below that value), for the EPS forecast with the longest horizon during
the disclosure period (i.e., the current earnings announcement and following quarter). For firms
that issue a closed range EPS forecast, I define an additional measure of guidance specificity
AbsFcRange, which equals the absolute difference between the upper and lower bounds of the
longest horizon EPS forecast during the disclosure period, scaled by price. I examine the relation
between media coverage and these additional measures in Table 9. I find that LnMediaPriorEA
has a significantly positive relation with /mmediacy, which is consistent with media coverage
increasing the timeliness with which guidance is provided. I do not find evidence that media
coverage is associated with management forecast specificity.
5. Conclusion

I study the effect of media coverage on voluntary disclosure decisions. Prior literature
finds mixed evidence that media coverage affects manager behavior (e.g., Dyck et al. 2008; Dai
et al., 2015; Core et al., 2008). I find that media coverage, measured around the previous
earnings announcement, is positively associated with both the likelihood of issuing guidance and
the quantity of guidance issued on and following the current earnings announcement. My results

are robust to the inclusion of firm fixed effects, scaling media coverage by firm size, and using
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an abnormal measure of media coverage. In addition, I find consistent results within subsamples
of firms with the same recent guidance behavior, which suggests that my findings are unlikely to
be driven by media coverage increasing in response to prior guidance. To further address
endogeneity issues, I use the setting of S&P 500 index inclusions to examine the effect of
changes in media coverage on changes in voluntary disclosure. Using a difference-in-difference
research design to isolate the effect of changes in media coverage on voluntary disclosure, I find
corroborating evidence that increases in media coverage due to inclusions lead to increases in
guidance provided by firms.

I find that the relation between media coverage and guidance is weaker for full-text
articles that provide editorial commentary compared with news flash articles, consistent with the
effect of media coverage on voluntary disclosure being driven by the dissemination role rather
than the information creation role of the media. I also find that the relation between media
coverage and guidance is strongly associated with the presence of institutional investors.
Specifically, the effect of media coverage on the propensity to issue guidance is stronger for
firms with greater institutional investor ownership, which supports the notion that the effect of
media coverage on voluntary disclosure is stronger for firms in which investors have a greater
ability to influence managers’ voluntary disclosure decisions. I also find that the relation between
media coverage and guidance is stronger when firms receive media coverage from more credible
news sources, which are more likely to influence investor attention. Examining other guidance
characteristics, I also find that greater media coverage is positively associated with the timeliness
of guidance, but is not associated with the specificity of management forecasts.

Finally, firms with more media coverage are also significantly more likely to hold

earnings conference calls, speak more during conference calls, and issue more press releases,
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which suggests that media coverage has an impact across multiple voluntary disclosure channels.
Taken together, my study documents new evidence that media coverage plays an important role
in influencing voluntary disclosure decisions, and provides new insights into the influence of

media coverage on manager behavior.
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Appendix A: Variable Definitions

Media Variables

LnMediaPriorEA = The logarithm of one plus the number of media articles within the
five trading day window around the prior earnings announcement date (Source:
Ravenpack - DJ Edition).

LnMediaEALag4Q = The logarithm of one plus the number of news articles disseminated
around the five trading day window around the earnings announcement four quarters
prior (Source: Ravenpack - DJ Edition).

Industry-LnMediaEALag4Q = The average level of LnMediaEALag4Q by firms in the
same SIC-2 industry (Source: Ravenpack - DJ Edition).

Trustworthiness = the average Ravenpack trustworthiness rating of articles published
during the five trading day window around the prior earnings announcement. The
ordering of the ratings is reversed so that higher values indicate more trustworthy sources
(Source: Ravenpack - DJ & Web Editions).

Professionalism = the ratio of news articles published by professional media sources (as
defined by Drake et al. (2017)) to total news articles during the five trading day window
around the prior earnings announcement (Source: Ravenpack - DJ & Web Editions).

Voluntary Disclosure Variables

GuideBundled = An indicator for whether the firm issues guidance during the five trading
day window around the current earnings announcement (Source: I/B/E/S Guidance).
GuideBundledCt = The number of pieces of guidance issued during the five trading day
window around the current earnings announcement (Source: I/B/E/S Guidance).
GuideQtr = The number of pieces of guidance issued during the period beginning two
days prior to the current earnings announcement to three days prior to the next earnings
announcement (Source: I/B/E/S Guidance).

ConfCall = An indicator for whether a firm holds a conference call within the five-day
trading window around the current earnings announcement date (Source: Thomson Street
Events; Seeking Alpha).

LnCallWords = The logarithm of one plus the total number of words spoken during the
earnings announcement conference call (Source: Thomson Street Events; Seeking
Alpha).

LnPressReleases = The logarithm of one plus the total number of press releases issued
during the period beginning two days prior to the current earnings announcement to three
days prior to the next earnings announcement (Source: Ravenpack).

Immediacy = The number of days between the first management earnings forecast issued
and the current earnings announcement multiplied by -1 (Source: I/B/E/S Guidance).
Specificity = 3 if the forecast is a point estimate, 2 if the forecast is a closed range, and 1
if the forecast is an open range (i.e., the guidance consists of one numeric value and an
indication that EPS is expected to be above or below that value). Measured for the EPS
forecast with the longest horizon during the current earnings announcement and
following quarter (Source: I/BE/S Guidance).

AbsFcRange = The absolute difference between the upper and lower bounds of the EPS
forecast with the longest horizon during the current earnings announcement and
following quarter, scaled by price (Source: I/B/E/S Guidance).
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Control Variables

LnMVE = The logarithm of the market value of equity in millions calculated as of the
current fiscal quarter end (Source: Compustat).

BM = The ratio of book value of equity to market value of equity calculated as of the
current fiscal quarter end (Source: Compustat).

LnAnalystFollowing = The logarithm of one plus the number of analysts that issue an
earnings forecast for the prior quarter in the 90 calendar days prior to the earnings
announcement (Source: I/B/E/S).

Volatility = The standard deviation of daily stock returns during the twelve months
ending at the lagged fiscal quarter end (Source: CRSP).

BidAskSpread = The average daily bid-ask spread calculated as 100 x (ask — bid)/[(ask +
bid)/2], calculated over the twelve months ending at the lagged fiscal quarter end
(Source: CRSP).

UE = Standardized unexpected earnings with respect to the consensus analyst forecast.
This is computed as the difference between actual earnings and the median of analyst
forecasts issued in the 90 days prior to the current earnings announcement, scaled by the
fiscal quarter end price. (Source: I/B/E/S)

UEPos = An indicator equal to 1 if UE > 0.0001

UENeg = An indicator equal to 1 if UE <-0.0001

Loss = An indicator equal to 1 if Compustat reported earnings is negative.
ProportionMeetBeat = The proportion of the last four fiscal quarters where the firm met
or beat analyst expectations.

PriorAbsUE = The absolute value of UE during the prior earnings announcement.
InstitOwnership = The percentage of outstanding shares held by institutional owners
(Source: Thomson Reuters).

SalesGrowth = The percentage change in total revenue from the prior quarter (Source:
Compustat).

ROA = Net income before extraordinary items scaled by total assets at the fiscal quarter
end (Source: Compustat).

LnAssets = The logarithm of the total assets of the firm as of the current fiscal quarter
end (Source: Compustat).

SP500 = An indicator equal to one if the firm is part of the S&P 500 index (Source:
CRSP).

Leverage = The ratio of total liabilities to total equity (Source: Compustat).
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definitions are detailed in Appendix A.

Table 1: Summary Statistics
The sample consists of 147,494 firm-quarter observations (6,196 unique firms) between 2000-2016. Variable

(1) 2 (3) @) B)
VARIABLES Mean SD P25 Median P75
GuideBundled 0.346 0.476 0.000 0.000 1.000
GuideBundledCt 0.490 0.775 0.000 0.000 1.000
GuideQtr 0.699 1.158 0.000 0.000 1.000
MediaPriorEA 3.608 3.097 2.000 3.000 5.000
FlashNewsPriorEA 2.454 1.804 1.000 2.000 3.000
FullNewsPriorEA 1.154 2.030 0.000 0.000 2.000
MVE 6,116 22,776 365 1,064 3,384
BM 0.533 0.557 0.255 0.447 0.708
NumAnalysts 6.558 5.965 2.000 5.000 9.000
InstitOwnership 0.648 0.261 0.467 0.697 0.859
UE -0.002 0.091 -0.001 0.000 0.002
UEPos 0.590 0.492 0.000 1.000 1.000
UENeg 0.300 0.458 0.000 0.000 1.000
Loss 0.188 0.391 0.000 0.000 0.000
ProportionMeetBeat 0.641 0.297 0.500 0.750 1.000
PriorAbsUE 0.007 0.068 0.000 0.002 0.004
BidAskSpread 0.489 0.841 0.081 0.178 0.530
Volatility 0.030 0.017 0.018 0.025 0.036
ROA -0.000 0.440 0.000 0.008 0.019
SP500 0.187 0.390 0.000 0.000 0.000
Sophistication 0.746 0.334 0.400 1.000 1.000
Trustworthiness 9.842 0.223 9.667 10.000 10.000
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Table 2: Media Coverage and Management Guidance
This table presents regression results where the three dependent variables are GuideBundled, an indicator for
whether a firm issues bundled guidance, GuideBundledCt, a continuous measure of the number of pieces of bundled
guidance issued, and GuideQtr, a continuous measures of the number of pieces of guidance issued around the
earnings announcement and following quarter. LnMediaPriorEA is the logarithm of one plus the number of media
articles disseminated in the five trading day window around the prior earnings announcement date. The sample
consists of 147,494 firm-quarter observations (6,196 unique firms) between 2000-2016. All specifications are
estimated using OLS, contain fiscal quarter, year, and industry fixed effects, and have standard errors clustered by

firm. Continuous independent variables are standardized to have mean 0 and standard deviation 1.

* ok ok ok

indicate

statistical significance at the 10%, 5%, and 1% levels (two-sided) respectively. Variable definitions are detailed in

Appendix A.
BASELINE MODEL FIRM FIXED EFFECTS
(1 ) 3) 4) (%) (6)
VARIABLES GuideBundled  GuideBundledCt GuideQtr GuideBundled  GuideBundledCt GuideQtr
LnMediaPriorEA 0.023*** 0.055%** 0.069*** 0.018*** 0.039%*** 0.049%**
[14.831] [15.225] [11.494] [14.966] [17.400] [13.510]
LnMVE 0.010*** 0.012* 0.038*** 0.038*** 0.092%** 0.189%***
[3.688] [1.924] [3.604] [13.905] [18.606] [23.504]
BM -0.003*** -0.009%*** -0.010%** 0.003%** 0.009%*** 0.015%**
[-2.869] [-3.731] [-2.720] [3.354] [5.783] [6.037]
LnNumAnalysts -0.006*** -0.006 0.010%* -0.004*** -0.003 0.001
[-3.857] [-1.545] [1.737] [-2.900] [-1.343] [0.349]
BidAskSpread 0.002* 0.009%*** 0.016*** 0.007*** 0.015%** 0.022%**
[1.887] [3.526] [4.192] [4.986] [6.601] [6.046]
Volatility -0.012%** -0.016%** -0.014%%** -0.018*** -0.024*** -0.032%**
[-8.025] [-4.949] [-2.909] [-13.486] [-10.928] [-9.240]
InstitOwnership 0.012%** 0.023*** 0.024*** 0.002* 0.009%** 0.011**
[7.386] [6.325] [4.400] [1.720] [3.183] [2.542]
PriorGuider 0.676*** 0.943%** 1.244%** 0.448*** 0.609%** 0.795%**
[141.697] [95.185] [81.968] [125.602] [108.248] [95.147]
UE -0.001* -0.003%*** -0.004*** 0.000 -0.001 -0.002
[-1.710] [-2.633] [-2.590] [0.419] [-1.041] [-1.467]
UEPos 0.024*** 0.025%** -0.024* 0.018*** 0.020%** -0.006
[7.199] [3.542] [-1.802] [6.631] [3.924] [-0.704]
UENeg 0.004 -0.017%* -0.064*** 0.007** -0.002 -0.027%**
[1.201] [-2.436] [-5.112] [2.235] [-0.449] [-3.117]
Loss -0.044*** -0.064*** -0.092%** -0.038*** -0.054%** -0.096***
[-13.575] [-8.769] [-8.499] [-13.808] [-11.794] [-13.702]
ProportionMeetBeat 0.059*** 0.131%** 0.209%** 0.043*** 0.082%** 0.137***
[16.305] [16.786] [18.636] [14.020] [15.737] [16.793]
PriorUE -0.001** -0.003** -0.004*** 0.000 -0.001 -0.001
[-2.031] [-2.568] [-2.788] [-0.389] [-1.034] [-1.124]
PriorAbsUE 0.001 0.002** 0.004** 0.000 0.002%** 0.004***
[1.104] [2.087] [2.324] [0.821] [2.667] [3.594]
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ROA 0.000 0.000 0.000 0.000 0.000 0.000
[-1.035] [-0.448] [-0.592] [-0.611] [-0.135] [-0.322]
SP500 -0.003 -0.018 0.042%* -0.005 -0.016 -0.026
[-0.520] [-1.129] [1.689] [-0.853] [-1.572] [-1.565]
Observations 147,494 147,494 147,494 147,494 147,494 147,494
R-squared 0.627 0.503 0.429 0.699 0.626 0.550
Firm FE NO NO NO YES YES YES
FQtr FE YES YES YES YES YES YES
Year FE YES YES YES YES YES YES
Industry FE YES YES YES YES YES YES
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Table 3: The Effect of Media Coverage by Institutional Investor Ownership
This table presents regression results where the dependent variable is GuideQtr, a continuous measure of the number
of pieces of guidance issued around the current earnings announcement and following quarter.
LnMediaPriorEAxInstitOwnership is defined as LnMediaPriorEA multiplied by the percentage of institutional
owners for the firm. The sample consists of 147,494 firm-quarter observations (6,196 unique firms) between 2000-
2016. All specifications are estimated using OLS, contain fiscal quarter, year, and industry fixed effects, and have
standard errors clustered by firm. Continuous independent variables are standardized to have mean 0 and standard

* ok ok ok

deviation 1. indicate statistical significance at the 10%, 5%, and 1% levels (two-sided) respectively. Variable
definitions are detailed in Appendix A.

M @)
VARIABLES GuideQtr GuideQtr
LnMediaPriorEA 0.071%** 0.049%**
[11.454] [13.500]
LnMediaPriorEAxInstitOwnership 0.038%** 0.019%**
[7.405] [6.512]
InstitOwnership 0.029%** 0.012%**
[5.039] [2.810]
LnNumAnalysts 0.010%* 0.002
[1.773] [0.430]
LnMVE 0.040%** 0.189%**
[3.853] [23.557]
BM -0.009** 0.016%**
[-2.485] [6.165]
BidAskSpread 0.013%** 0.020%**
[3.381] [5.610]
Volatility -0.015%** -0.032%**
[-3.120] [-9.213]
PriorGuider 1.239%%* 0.793%**
[81.817] [94.845]
UE -0.004** -0.002
[-2.451] [-1.402]
UEPos -0.025%* -0.006
[-1.914] [-0.760]
UENeg -0.066*** -0.028***
[-5.218] [-3.170]
Loss -0.092%** -0.097***
[-8.553] [-13.720]
ProportionMeetBeat 0.211%** 0.139%**
[18.846] [16.983]
PriorUE -0.005%** -0.001
[-3.003] [-1.071]
PriorAbsUE 0.004** 0.004%**
[2.294] [3.589]
ROA -0.000 -0.000
[-0.681] [-0.246]
SP500 0.032 -0.029*
[1.291] [-1.752]
Observations 147,494 147,494
R-squared 0.430 0.550
Firm FE NO YES
FQtr FE YES YES
Year FE YES YES
Industry FE YES YES
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Table 4: The Effect of Media Coverage by News Source Credibility
This table presents regression results where the dependent variable is GuideQtr, a continuous measure of the number
of pieces of guidance issued around the current earnings announcement and following quarter. LnMediaPriorEA is
the logarithm of one plus the number of media articles (from all sources) disseminated in the five trading day
window around the prior earnings announcement date. In columns 1-2, MediaCredibility equals Trustworthiness,
calculated as the average Ravenpack trustworthiness rating of articles published during the five trading day window
around the prior earnings announcement. The ordering of the ratings is reversed so that higher values indicate more
trustworthy sources. In columns 3-4, MediaCredibility equals Professionalism, defined as the ratio of news articles
published by professional media sources (as defined by Drake et al. (2017)) to total news articles around the prior
earnings announcement. The sample consists of 71,817 firm-quarter observations between 2007-2016. All
specifications are estimated using OLS, contain fiscal quarter, year, and industry fixed effects, and have standard
errors clustered by firm. Continuous independent variables are standardized to have mean 0 and standard deviation

1.**=** indicate statistical significance at the 10%, 5%, and 1% levels (two-sided) respectively. Variable definitions
are detailed in Appendix A.

MediaCredibility = MediaCredibility =
Trustworthiness Professionalism
6 @) 3) @)
VARIABLES GuideQtr GuideQtr GuideQtr GuideQtr
LnMediaPriorEA 0.080%** 0.034%** 0.106%** 0.043%**
[8.466] [6.015] [9.323] [6.433]
LnMediaPriorEAxMediaCredibility 0.036%** 0.016%** 0.036%** 0.015%**
[6.921] [4.383] [6.448] [3.969]
MediaCredibility 0.027%** 0.010%** 0.056%** 0.018%**
[5.385] [2.638] [7.040] [3.322]
LnMVE 0.027** 0.111%** 0.024** 0.111%**
[2.337] [9.709] [2.087] [9.642]
BM -0.010%** 0.006** -0.010%** 0.006**
[-2.396] [2.374] [-2.401] [2.383]
LnNumAnalysts 0.015%* -0.006 0.014** -0.006
[2.111] [-1.178] [1.999] [-1.191]
BidAskSpread 0.029%** 0.012%** 0.030%** 0.012%**
[5.867] [3.092] [5.904] [3.096]
Volatility -0.022%** -0.013%** -0.023%** -0.013%%**
[-3.385] [-3.202] [-3.457] [-3.247]
InstitOwnership 0.018%** 0.016%** 0.017%** 0.015%**
[3.090] [3.084] [2.896] [3.052]
PriorGuider 1.3971%** 0.765%** 1.384%** 0.764%**
[72.635] [53.677] [72.440] [53.605]
UE -0.003* -0.002 -0.003* -0.002
[-1.906] [-1.631] [-1.876] [-1.632]
UEPos -0.027 0.012 -0.028 0.012
[-1.503] [1.137] [-1.541] [1.131]
UENeg -0.067*** -0.009 -0.068%** -0.009
[-3.844] [-0.790] [-3.868] [-0.801]
Loss -0.024** -0.023%** -0.025%* -0.023%**
[-1.989] [-2.899] [-2.051] [-2.941]
ProportionMeetBeat 0.172%** 0.078%** 0.170%** 0.078%**
[12.437] [7.785] [12.291] [7.768]
PriorUE -0.008*** -0.000 -0.008**%* -0.000
[-3.356] [-0.177] [-3.349] [-0.173]
PriorAbsUE -0.002 0.003** -0.002 0.003**
[-0.639] [2.132] [-0.729] [2.107]
ROA -0.00 1 *** 0.011 -0.001%*** 0.011
[-3.137] [0.725] [-3.300] [0.737]
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SP500 0.035 -0.051%* 0.028 -0.052%
[1.222] [-2.144] [0.995] [-2.164]
Observations 71,817 71,817 71,817 71,817
R-squared 0.523 0.670 0.524 0.670
Firm FE NO YES NO YES
FQtr FE YES YES YES YES
Year FE YES YES YES YES
Industry FE YES YES YES YES
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Table 5: Media Dissemination and Information Creation
This table presents regression results where the dependent variable is GuideQtr, a continuous measure of the number
of pieces of guidance issued around the current earnings announcement and following quarter.
LnFlashNewsPriorEA (LnFullNewsPriorEA) is the logarithm of one plus the number of news flash (full-text)
articles disseminated around the prior earnings announcement. The sample consists of 147,494 firm-quarter
observations (6,196 unique firms) between 2000-2016. All specifications are estimated using OLS, contain fiscal
quarter, year, and industry fixed effects, and have standard errors clustered by firm. Continuous independent

* [k oAk

variables are standardized to have mean 0 and standard deviation 1. indicate statistical significance at the 10%,
5%, and 1% levels (two-sided) respectively. Variable definitions are detailed in Appendix A.

) 7) 3) @
VARIABLES GuideQtr GuideQtr GuideQtr GuideQtr
LnFlashNewsPriorEA 0.051*** 0.046*** 0.031***
[8.614] [8.125] [7.882]
LnFullNewsPriorEA 0.031*** 0.015%** 0.012%**
[5.323] [2.693] [3.321]
LnMVE 0.044%** 0.042%** 0.039%:** 0.189%**
[4.213] [4.058] [3.723] [23.490]
BM -0.009** -0.009** -0.009*** 0.016***
[-2.557] [-2.415] [-2.610] [6.174]
LnNumAnalysts 0.012%* 0.011* 0.011* 0.001
[1.988] [1.851] [1.784] [0.351]
BidAskSpread 0.018%** 0.017%** 0.017%** 0.022%:**
[4.539] [4.414] [4.388] [6.202]
Volatility -0.017%** -0.016%** -0.017%** -0.034%**
[-3.369] [-3.348] [-3.512] [-9.746]
InstitOwnership 0.024*** 0.027*** 0.025%** 0.010%**
[4.442] [4.922] [4.485] [2.453]
PriorGuider 1.254%%* 1.267*** 1.254%%* 0.800%**
[81.510] [81.795] [81.449] [95.737]
UE -0.004** -0.004*** -0.004** -0.002
[-2.512] [-2.761] [-2.535] [-1.412]
UEPos -0.023* -0.022%* -0.023* -0.006
[-1.695] [-1.645] [-1.723] [-0.680]
UENeg -0.064*** -0.064*** -0.064*** -0.027***
[-5.055] [-5.038] [-5.062] [-3.107]
Loss -0.09] *** -0.092*** -0.092*** -0.097***
[-8.445] [-8.506] [-8.568] [-13.803]
ProportionMeetBeat 0.212%:** 0.2]3%:** 0.21 ] *** 0.139%:**
[18.939] [18.923] [18.834] [16.967]
PriorUE -0.004*** -0.005%** -0.004*** -0.001
[-2.877] [-2.955] [-2.836] [-1.156]
PriorAbsUE 0.004** 0.004** 0.004** 0.004***
[2.527] [2.361] [2.376] [3.638]
ROA -0.000 -0.000 -0.000 -0.000
[-0.797] [-0.649] [-0.767] [-0.484]
SP500 0.054%** 0.055%* 0.048* -0.025
[2.164] [2.213] [1.938] [-1.482]
Observations 147,494 147,494 147,494 147,494
R-squared 0.428 0.427 0.428 0.550
Firm FE NO NO NO YES
FQtr FE YES YES YES YES
Year FE YES YES YES YES
Industry FE YES YES YES YES
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Table 6: Media Coverage and Alternative Measures of Voluntary Disclosure
This table presents regression results where the dependent variables are ConfCall, an indicator for whether a
conference call was held with the earnings announcement, LnCallWords, the logarithm of one plus the total number
of words spoken during the conference call, and LnPressReleases, defined as the logarithm of one plus the number
press releases issued during current earnings announcement and following quarter. Standard errors are clustered by
firm and are provided in brackets. Continuous independent variables are standardized to have mean 0 and standard

* ok ok ok

deviation 1. indicate statistical significance at the 10%, 5%, and 1% levels (two-sided) respectively. Variable
definitions are detailed in Appendix A.

M @) 3)
VARIABLES ConfCall LnCallWords LnPressReleases
LnMediaPriorEA 0.018%** 0.034%* 0.341%**
[3.708] [2.442] [24.591]
LnMVE 0.105%** 0.329%** 0.164%**
[11.451] [11.458] [8.435]
BM 0.012%** -0.009 0.013*
[3.033] [-0.664] [1.700]
LnNumAnalysts 0.011%* 0.240%** 0.031%**
[2.118] [16.985] [3.567]
BidAskSpread -0.012%** -0.067 -0.031%*%*
[-3.143] [-0.748] [-3.406]
Volatility 0.002 0.106%** 0.072%**
[0.481] [5.318] [7.278]
InstitOwnership 0.089%** 0.127%** -0.011
[16.762] [6.133] [-1.171]
PriorGuider 0.049%** 0.092%** -0.071%%*
[4.398] [3.217] [-3.778]
UE 0.002 0.010 0.006**
[1.183] [1.023] [2.436]
UEPos -0.001 -0.044%* -0.008
[-0.171] [-2.135] [-0.686]
UENeg -0.010 0.031 -0.017
[-1.372] [1.402] [-1.460]
Loss -0.062%** 0.012 0.135%**
[-6.530] [0.375] [8.003]
ProportionMeetBeat 0.029%** 0.019 0.023
[2.601] [0.575] [1.289]
PriorUE 0.003 0.006 -0.001
[0.937] [0.608] [-0.793]
PriorAbsUE 0.006 0.010 -0.001
[1.624] [0.856] [-0.473]
ROA 0.015 -0.301%*** 0.000
[1.382] [-2.648] [0.035]
SP500 0.127]%** -0.005 0.037
[6.228] [-0.120] [1.070]
Observations 73,860 32,484 115,739
R-squared 0.286 0.268 0.263
FQtr FE YES YES YES
Year FE YES YES YES
Industry FE YES YES YES
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Table 7: S&P 500 Index Inclusions
Panel A presents summary statistics for 232 S&P 500 index inclusion firms and their matched controls. Variables
are firm-level averages calculated during the four quarters preceding the calendar quarter of index inclusion. Panel B
presents summary statistics for difference-in-difference variables for each of the four quarters following inclusion,
calculated as follows. For each variable, I calculate the first difference by subtracting the post-treatment quarter
value minus the average over the pre-treatment period (T=0) for both treated and control firms. I then calculate the
second difference by subtracting each treated firm’s first difference with its matching control firm’s first difference
(see Equation 2.2). Construction of the sample of S&P 500 addition firms is detailed in Section 4.7.1. Variable
definitions are detailed in Appendix A. */**/*** indicate statistical significance at the 10%, 5%, and 1% levels
(two-sided) respectively.

Panel A: S&P 500 Index Inclusion and Matched Control Group Summary Statistics

S&P 500 Inclusion Group Matched Control Group

VARIABLES N Mean SD N Mean SD T-test
GuideQtr 232 0.891 1.113 232 0.979 1.119
LnMediaPriorEA 232 1.578 0.611 232 1.599 0.577

LnMVE 232 8.806 0.690 232 8.706 1.144
LnAssets 232 8.487 1.194 232 8.346 1.675
InstitOwnership 232 0.770 0.205 232 0.803 0.162 *
ROA 232 0.021 0.012 232 0.043 0.327
Leverage 232 0.712 17.730 232 1.970 6.298
BidAskSpread 232 0.219 0.432 232 0.225 0.427

BM 232 0.343 0.292 232 0.350 0.227
LnAnalysts 232 2.066 0.726 232 2.057 0.666

Panel B: Summary Statistics for S&P 500 index-Inclusion Firms Relative to Matched Control
Firms (difference-in-difference form)

(1 ) 3) (4) ) (6)
VARIABLES N Mean SD P25 Median P75
AGuideQtr 928  0.144%** 1.465 -0.500 0.000 0.750
ALnMediaPriorEA 028  (0.253%%** 0.782 -0.328 0.174 0.474
ALnMVE 928  0.218%** 0.629 -0.159 0.233 0.585
AlnstitOwnership 928  0.024%** 0.197 -0.065 0.016 0.093
AAssets 928 -1.071 28.45 -0.733 0.570 2.821
AROA 928 -0.026* 0.411 -0.010 0.000 0.009
ALeverage 928 -1.352 72.35 -0.533 -0.046 0.457
ABM 928 -0.004 0.431 -0.134 0.002 0.123
ABidAskSpread 928 -0.007 0.384 -0.038 -0.006 0.030
ALnNumAnalysts 928  0.094%** 0.779 -0.360 0.102 0.560
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Panel C: The Effect of Media Coverage on Disclosure for S&P 500 Index-Inclusion Firms

Relative to Matched Control Firms

Panel C presents regression results where the dependent variable is difference-in-difference changes in GuideQtr.
Column 1 shows changes in levels and column 2 shows changes in percentages. All variables are in their difference-
in-difference form (as calculated in Equation 2.2). For each variable, I calculate the first difference by subtracting
the post-period value minus the average over the pre-period (T=0) for both treated and control firms. I then calculate
the second difference by subtracting each treated firm’s first difference with its matching control firm’s first
difference (see Equation 2.2). I cluster standard errors by the year of the index inclusion. */**/*** indicate statistical
significance at the 10%, 5%, and 1% levels (two-sided) respectively. Variable definitions are detailed in Appendix

A.
(M @)
VARIABLES AGuideQtr AGuideQtrPerc
(Level Chg) (% Chg)
ALnMediaPriorEA 0.133** 0.148**
[2.435] [2.227]
ALnMVE 0.157 -0.129
[0.806] [-0.434]
AlnstitOwnership 0.192 0.321
[1.592] [1.463]
ALnAssets 0.288 0.403
[1.158] [0.914]
AROA 0.020 0.055
[0.542] [0.953]
ALeverage -0.000** -0.000
[-2.263] [-1.167]
ABM 0.069 0.039
[0.449] [0.194]
ABidAskSpread 0.006 -0.116
[0.051] [-0.542]
ALnNumAnalysts -0.142 -0.160
[-1.178] [-1.634]
Observations 928 928
R-squared 0.031 0.016
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Table 8: Instrumental Variables Tests
This table presents regression results where the dependent variable is LnMediaPriorEA in the first stage IV
regression in column 1 and GuideQtr in the second stage IV regression in column 2. LnMediaEALag4Q is defined as
media coverage around the earnings announcement four quarters prior, and /ndustry-LnMediaEALag4Q is defined
as the average of LnMediaEALag4Q for companies in the firm’s SIC-2 industry. All specifications are estimated
contain fiscal quarter and year fixed effects and have standard errors clustered by firm. Continuous independent

* [k ok

variables are standardized to have mean 0 and standard deviation 1. indicate statistical significance at the 10%,
5%, and 1% levels (two-sided) respectively. Variable definitions are detailed in Appendix A.

6 @)
VARIABLES LnMediaPriorEA GuideQtr
LnMediaEALag4Q 0.714%**
[51.795]
Industry-LnMediaEALag4Q 0.067%**
[9.452]
SP500 0.218%**
[15.114]
Predicted-LnMediaPriorEA 0.198%***
[12.835]
LnMVE 0.123%** -0.018
[15.043] [-1.361]
BM 0.008** -0.025%**
[2.086] [-6.574]
LnNumAnalysts 0.038%** 0.007
[9.362] [0.933]
BidAskSpread 0.016%** 0.014%**
[4.215] [3.250]
Volatility -0.004 -0.009**
[-1.045] [-1.968]
InstitOwnership 0.016%** 0.041%**
[3.980] [7.200]
PriorGuider 0.234%** 1.276%**
[28.492] [81.360]
UE -0.002 -0.003**
[-0.857] [-2.026]
UEPos 0.021*** -0.041%*
[3.017] [-2.556]
UENeg 0.005 -0.080%***
[0.625] [-5.336]
Loss 0.013 -0.072%**
[1.539] [-7.030]
ProportionMeetBeat 0.045%** 0.232%**
[4.615] [18.208]
PriorUE -0.001 -0.003*
[-0.492] [-1.816]
PriorAbsUE 0.004 0.002
[1.492] [0.991]
ROA -0.001 0.000
[-1.018] [0.158]
Observations 142,046 142,046
R-squared 0.495 0.405
FQtr FE YES YES
Year FE YES YES
Industry FE NO NO
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Table 9: Additional Tests - Guidance Characteristics
This table presents regression results where the dependent variables are Immediacy, the number of days between the
current earnings announcement and first management forecast issued, multiplied by -1, Specificity, which equals 3 if
the forecast is a point estimate, 2 if the forecast is a closed range, and 1 if the forecast is an open range, and
AbsFcRange, the absolute difference between the upper and lower bounds of a forecast, scaled by price. All
specifications are estimated using OLS and contain fiscal quarter, year, and industry fixed effects. Standard errors
are clustered by firm and are provided in brackets. Continuous independent variables are standardized to have mean

[k ok ok [k

0 and standard deviation 1. indicate statistical significance at the 10%, 5%, and 1% levels (two-sided)
respectively. Variable definitions are detailed in Appendix A.

) @) 3)
VARIABLES Immediacy Specificity AbsFcRange
LnMediaPriorEA 0.514%** -0.002 0.163
[4.166] [-0.658] [1.028]
LnMVE 0.599** 0.006 -0.523
[2.480] [0.653] [-0.970]
BM -0.555%* -0.002 -0.286
[-2.387] [-0.398] [-0.904]
LnNumAnalysts -0.459%** 0.011%** 0.257
[-3.362] [2.886] [0.983]
BidAskSpread 0.298 -0.004 -0.458
[0.999] [-0.554] [-0.980]
Volatility -1.407*** 0.015%** 0.331
[-5.871] [2.772] [1.004]
InstitOwnership 0.350%* 0.010%** 0.160
[2.176] [1.966] [0.930]
PriorGuider 12.784%** -0.004 -0.433
[28.024] [-0.459] [-0.907]
UE 0.780 -0.009 0.263
[1.366] [-0.633] [1.019]
UEPos 1.168%*** -0.027*** 0.221
[4.275] [-3.834] [1.075]
UENeg 0.325 -0.024%** 0.444
[1.069] [-3.048] [1.150]
Loss -1.273%** -0.027** 1.701
[-2.992] [-2.387] [1.054]
ProportionMeetBeat 0.784** 0.018* -0.290
[2.089] [1.681] [-1.083]
PriorUE -0.123 -0.006 -0.435
[-0.148] [-0.332] [-1.077]
PriorAbsUE -0.195 -0.007 -0.793
[-0.253] [-0.285] [-1.049]
ROA -1.289 -0.055%* -1.919
[-0.993] [-1.966] [-0.980]
SP500 -0.686* -0.003 0.388
[-1.763] [-0.251] [0.935]
Observations 56,439 52,936 41,829
R-squared 0.250 0.038 0.005
FQtr FE YES YES YES
Year FE YES YES YES
Industry FE YES YES YES
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