
08 March 2017, 7th Economics & Finance Conference, Tel Aviv ISBN , IISES

RIMONA PALAS
College of Business and Law, Israel

AMOS BARANES
Peres Academic Center, Israel

THE PREDICTION OF EARNINGS MOVEMENT USING MANDATED
XBRL DATA – INDUSTRY ANALYSIS

Abstract:
The immediate availability and easy accessibility of the XBRL filings will allow researchers and
investors, especially small investors, to implement investment strategies based on this
information.  The objective of this study is to examine whether previous studies, predicting the
direction of movement of earnings, are still relevant when using the newly SEC required, XBRL
database (standardized financial reporting system).
The study analyzes NYSE companies' XBRL quarterly data, from 2011 to 2015, using a two-step
Logit regression model. The model is then used to arrive at the probability of the directional
movement of earnings between current quarter and subsequent quarter, adjusted for a drift.
Additional models are created by dividing the sample into industry membership (based on SIC
codes).
The results classified the companies as ones that would realize an increase in earnings or a
decrease in earnings. The final model indicated a significant ability to predict subsequent earnings
changes. The predictions appear to be correct on average about 70.7% of the time (higher than
those of previous studies based on COMPUSTAT).
The industry based models, although do not increase the accuracy of the model (an average of
68%) do increase the portfolio size. In other words, the model, based on industry, is able to classify
more companies with a higher probability.
These results suggest that XBRL data can be used as a means for forecasting movements in
earnings, and creating a profitable investment strategy.
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