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The Readability of Annual Report, Past performance and

Earnings Forecast by Analysts
ZHU Dan, LI Jingrou, LI Shixin
(School of Economics & Administration, Chongqging University, Chongqing 400044, China)
Abstract: We measure annual reports’ readability by the standard text’s complexity and the intensity of professional concepts. Based on the
annual report data from 2007 to 2018, we found that analysts are more cautious with complex reports, and complex reports always increase
the divergence of earnings forecasts. However, as a benchmark for earnings forecasts, past performance has a functional fixation effect on
the relationship between the annual reports’ readability and analysts’ forecasts. Further research proved that professional skills play an essen-
tial role in interpreting complex reports and avoiding past performance’s functional fixation effects.
Key Words: annual reports; readability level; text complexity;the intensity of professional terms;complex annual reports; analyst’s fore-

cast; past performance; accounting information disclosure
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