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Management Forecast Accuracy and Loan Contracts

Souhei Ishida

Abstract
This study examines the relation between to management forecast accuracy and lona contracts. I
provide evidence that firms providing more accurate management forecasts obtain more favorable
loan contrat terms, such as lower loan sperads, and longer term maurity. I then find that the relation
between management forecast accuracy and loan spread is weaker for firms with a main bank. Finally,
I show that that the relation between management forecast accuracy and loan spread is weaker for
firms with more institutional ownership. My findings suggest that banks utilize the information
contained in management earnings forecasts when making lending decsions, and the utilization of

management earnings forecasts is higher for firms without a main bank or lower agency costs of debt.
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