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This paper empirically investigates whether nonfinancial information about firms’ intangible investments contributes to the financial analysts’ optimism in earnings forecasts. The study brings two important streams of literature closer together; research about analysts’ behavior in processing earnings forecasts, and the information content of intangible assets in capital markets. Only few studies examine the impact of intangibles on the behavior of market participants (Barth et al. [2001]; Barron et al. [2002]; Amir et al. [2003] Gu, and Wang [2005]). Barth, Kasznik, and McNichols [2001] find that greater RD expenses are empirically associated with greater analysts’ effort and coverage. Although a question about whether financial analysts are becoming more optimistic during time when companies spend more on intangibles, e.g. research and development and advertizing, remains unanswered. The future economic benefit of intangible investments is however uncertain to analysts covering companies. They tend to over/underreact to announcements of intangible investment made by managers. To what extend analysts intentionally or unintentionally respond positively to magnitude of firms intangible spending is not yet researched. Sample of 14508 firm-years based on listed North American firms is used for the period of 1993-2007. The study predicts and finds that the more companies are investing on intangibles the more opportunistic financial analysts behave in forecasting future earnings. Keywords: Financial analysts, Intangible assets, Analysts’ optimism, Forecast bias

