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Are REIT Investors Overly Optimistic after Equity Offerings?: 

Evidence from Analyst Forecast Errors 

 
 

 

 

 

Abstract 

 

 

 

 

Optimism around Initial Public Offerings is well documented. However, Seasoned 

Equity Offerings are often surrounded by less optimism. Based on analyst forecast 

properties for a large number of REITs, we find that REIT analysts tend to be 

relatively optimistic after IPOs, whereas this tends not to be the case surrounding 

SEOs. Our results are more pronounced when REITs are bigger and have more 

analysts following them. Our results are robust for a number of multivariate 

specifications. Our findings suggest that possible underperformance of REITs after 

the IPO may be caused by over-optimistic stock markets. 
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Are REIT Investors Overly Optimistic after Equity Offerings?: 

Evidence from Analyst Forecast Errors 
 

 

 

I. Introduction 

 In this paper, we investigate whether investors are overly optimistic after a REIT IPO, or 

surrounding a REIT SEO. We use analysts’ earnings forecast errors to address this question. 

Analyst forecasts proxy for the expectations the market has formed about a given REIT, and the 

difference between the forecasted earnings and the actual earnings can thus be used to test whether 

the market is overly optimistic (or pessimistic) about the REIT’s future performance. A number of 

researchers have used analyst reports to investigate whether the market is (over) optimistic around 

offerings. An example in this line of research is provided by Ali (1996) who examines earnings 

forecasts around offerings for industrial firms.  

 This line of enquiry is important because over-optimism could explain the well-

documented underperformance of firms after issuing equity (e.g., Ritter (1991), Spiess and 

Affleck-Graves (1995), Loughran and Ritter (1995), and Ritter (2003)). The question of whether 

the market is over-optimistic around equity offerings and underperforms is not limited to industrial 

firms. The REIT literature, as well, has not reached a consensus answer on potential REIT 

underperformance after equity issues. For example, Howton, Howton, and Friday (2000) and 

Cline, Fu, Springer, and Tiang (2015) suggest that REITs underperform, whereas Li and Ong 

(2006) and Buttimer, Hyland, and Saunders (2005) report no evidence of under (or over) 

performance.1 Finally, Ling and Ryngaert’s (1997) findings suggest that there is no 

                                                 
1See also Ghosh, Roark, and Sirmans (2013) who examine operating performance after REIT SEOs. For an 

investigation into IPO returns, worldwide, see Chan, Chen, and Wang (2013). 
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underperformance in the IPO aftermarket.2 Given the abundant extant research investigating REIT 

performance, it is surprising that other than the aforementioned papers, few papers exist that 

investigate REIT performance surrounding equity offerings. We contribute to this debate by 

analyzing earnings forecasts around equity offerings for a comprehensive sample of REITs. 

Consistent with the optimism/underperformance explanation, we hypothesize that the market 

(proxied by analyst forecasts) is overly optimistic around equity offerings of REITs. Our research 

is also important as it addresses a second issue, timing. There is a substantial literature (e.g., 

Boudry et al. (2010) for REITs and many others in the mainstream finance literature) that suggests 

that managers try to time the market when issuing equity. If this is the case, we would expect the 

market to be especially optimistic prior to the offering. 

 Surprisingly, there is also little related work that investigates analyst behavior around 

equity offerings. One exception is the recent research of Devos, Devos, Ong, and Spieler (2016a) 

who use analyst forecasts to investigate whether there are increases in the information environment 

of REITs surrounding equity offerings. Similarly, to the best of our knowledge the only other 

identifiable paper that is somewhat related to this research is Devos, Devos, Ong, and Spieler 

(2016b) who investigate recommendation behavior of analysts. Devos et al. (2016b) provide some 

evidence that recommendations of book runners may be more optimistic around SEOs. However, 

there is a substantial difference between recommendations and analyst forecast properties and the 

inferences that can be drawn from them. Specifically, Malmendier and Shantikumar (2007) note 

that the main difference between recommendations and earnings forecasts is that recommendations 

tend to be targeted to retail investors, whereas earnings forecasts are mainly issued for institutional 

                                                 
2 Relatedly, in a recent paper Boudry, Kallberg, and Liu (2010) report evidence that REITs seem to make their capital 

structure decisions (i.e., issue equity, etc,) consistent with predictions that arise form market timing theory. 
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investors. As such, the former are much more likely to be biased by underwriters in order to 

generate underwriting business or trading commissions.3 

  Based on a sample of over 5,000 REIT analyst forecast and associated errors, spanning the 

1984-2013 sample period, our results indicate that analysts are systematically overly optimistic 

after the IPO. To be precise, we find that the forecast error, calculated as actual earnings per share 

minus the forecasted earnings, has a mean of -1.77% of the share price. However, we do not find 

evidence of over-optimism around seasoned offerings, as we find that the forecast errors have 

means of -1.36% of the share price prior to the SEO and -1.37% after the SEO. These values are 

not significantly different from the mean forecast error of – 1.41%, obtained from analyst forecasts 

that are issued at times that are not surrounding an IPO or SEO.  This finding suggests that any 

underperformance after SEOs,if it does exist for REITs, would not be caused by over-optimism in 

the market. On the other hand, it is more likely that over-optimism leads to potential 

underperformance after an IPO.4 Our results continue to hold even after we perform a pairwise 

comparison and in a multivariate setting where we control for size and the number of analysts that 

follow the REIT. Although we do not form a specific hypothesis, based on findings by Devos et 

al. (2016a), we find that these results are concentrated particularly in REITs that are relatively 

larger and REITs that have more analysts. This suggests that over-optimism (and possibly 

underperformance) seems more pronounced among these types of REITs. 

                                                 
3 There is a large literature that investigates bias in analyst recommendations (i.e., Dugar and Nathan (1995), Lin and 

McNichols (1998), Michaely and Womack (1999), and, more recently, Iskoz (2003), Malmendier and Shanthikumar 

(2007), Agrawal and Chen (2008), and Kadan, Madureira, Wang, and Zach (2009)) have demonstrated that analyst 

bias is at least partly driven by underwriting relationships.  
4 It is important to note that in this paper we are ambiguous on whether REITs under or over perform after IPOs and 

SEO. Rather, we only investigate whether the market is optimistic/pessimistic about the prospects of the REIT. Which, 

in turn, has been hypothesized as a potential reason for underperformance.  
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 Our paper contributes to several streams of literature. First, and foremost, it adds to the 

literature on analyst behavior and REITs. Although this literature has developed in the last few 

years (e.g., Juergens (2000), Downs and Guner (2006), Devos, Ong and Spieler (2007), Boudry 

Kallberg and Liu (2011), Chen, Chua, and Jiu (2013), Devos et al. (2016a), and Devos et al 

(2016b)), no research exists that uses analyst forecast errors to proxy for market expectations. We 

use this to investigate investor expectations around equity offerings. Our paper also contributes to 

the more general REIT IPO, REIT SEO, and REIT underperformance literatures. As mentioned 

earlier, in the extant literature there is no consensus on whether REITs under- or over-perform 

after equity offerings. It is also important to investigate effects that are associated with REIT equity 

offerings because in an economic context, equity offerings of REITs in the US are important and 

occur often. For example, Goodwin (2013) reports that in 2009 REITs engaged in 87 seasoned 

equity offerings totaling over $21.2 billion in raised capital. For this reason alone, analyzing the 

effects that these offerings may have on performance is important. 

 The remainder of the paper proceeds as follows: in the next section, we will describe our 

main hypothesis and methodology. Section III discusses the sample selection procedure and 

previews our main variables. That section will also contain descriptive statistics. In Section IV, we 

provide the results of our univariate and multivariate analyses. This section also includes a number 

of robustness tests. Finally, Section V concludes. 

 

II. Hypotheses and Methodology 

 While many researchers document the underperformance after equity issuance (i.e., Ritter 

(1991), Spiess and Affleck-Graves (1995), and Loughran and Ritter (1995)), the cause remains 

unclear. Some suggest that investors are over-optimistic about the future of the firm (Ali (1996)). 
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Similarly, the real estate literature has not established whether underperformance after equity 

offerings exists. Some have suggested that underperformance exists (Howton et al. (2000) for 

SEOs) while others suggest otherwise (Buttimer et al. (2005) for IPOs, Li and Ong (2006) for 

SEOs, and Ling and Ryngaert (1997) in the IPO aftermarket). Yet, whether analysts are overly 

optimistic after REIT issues has not been investigated. We also investigate whether analysts, as 

proxy for the market, are optimistic prior to a seasoned offering. If they are, that could be related 

to the idea that managers attempt to time an optimistic market, when they decide to issue equity 

(e.g., Boudry et al. (2010)). Our study attempts to shed some light on these relatively unaddressed 

issues in the literature and shed light on the market’s expectations of the future performance of the 

REIT.  

  Hence, our primary hypothesis is that the market is overly optimistic after an IPO or SEO. 

If the stock market is over-optimistic we would expect analysts to issue too high earnings forecasts 

(and hence we would expect to see large forecast errors), relative to periods where no stock is 

issued by the firm. To test whether there are differences in investor expectations, we compare 

analyst forecast errors for up to two years after the stock offering with analyst forecast errors in 

other periods.5 We define the analyst forecast error (FE) as follows: 

 

priceshare

earningsofestimatemedianearningsactual
FE


      (1) 

 

                                                 
5 The use of analyst reports as a proxy for market expectations or investor expectations is commonplace in the finance 

and accounting literature (e.g., Elton, Gruber, and Gultekin (1984), O’Brien (1988) and more recently, Core, Guay, 

Rusticus (2006), Bradshaw, Richardson, Sloan (2006), Borgers, Derwall, Koedijk, Ter Horst (2013), among many 

others. 
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where the median estimate of earnings is the analyst consensus forecast of current year earnings 

(from I/B/E/S) per share; actual earnings is the corresponding earnings per share that was reported 

by the firm (from I/B/E/S); and share price is the stock price at the beginning of the year in which 

the forecast was issued. Note that over-optimism will manifest itself in a negative FE and 

pessimism in a positive FE. Our univariate and multivariate tests compare FE for periods both pre 

and post-SEO and post-IPO. If there is (more) over-optimism after the offering we expect FE to 

be (more) negative after the SEO and/or IPO, relative to forecasts issued when no equity is offered 

in the two-year time span around the forecast date. We make this comparison because it is accepted 

that analysts are positively biased (Devos et al. (2007) show this for REITs) and doing so allows 

us to control for this potential (optimistic) bias. We also split our sample by size and the number 

of analysts that follow a REIT. We do so because REIT size may have important effects on 

performance and optimism. We bifurcate our sample by large and small analyst following because 

analyst coverage may have differential effects on information asymmetry (Devos et al. (2016b)) 

and, therefore, affect our measure of optimism asymmetrically. However, we do not develop a 

hypothesis on what the effects of size (and analyst following) may be on the relation between 

equity offerings and optimism. Rather, we simply investigate whether our results are robust to size 

(and analyst following) 

 

III. Sample Selection and Descriptive Statistics 

 Our initial dataset merges the universe of equity REITs (from McKay Price6) with 

CRSP/Compustat for the fiscal years 1983-20137. This process yields 329 distinct equity REITs. 

                                                 
6 Price provides the data from his website, http://www.mckayprice.com/research.html 
7 Because we are interested in forecast errors after REIT offerings, the dataset of REITs (from CRSP/Compustat starts 

one year prior to the available REIT forecasts (from I/B/E/S). 
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All current year EPS forecasts for the sample REITs are collected from the I/B/E/S summary tapes 

(for the 1984-2013 period). In order to be able to calculate the forecast error, we impose the 

condition that the summary forecasts reported on I/B/E/S have the accompanying actual earnings 

and earnings announcement dates. We also delete observations for which the price at the beginning 

of the forecast year (our deflator) is missing. Our final sample contains of 5,182 forecasts for 152 

different REITs over the 1984-2013 time period.  

 In Table 1, we describe the characteristics of the sample forecasts. Panel A reports the 

distribution of our sample forecasts over the sample period. Although all years are represented, the 

number of forecasts is substantially higher in the early part of the sample period. The years with 

most forecasts present are 1988, 1992, and 1993. They contain 355 (6.9% of the sample), 345 

(6.7%), and 340 (6.6%) forecasts, respectively. The years with the lowest representation are 2006, 

2009, and 2008 with 79 (1.5%), 75 (1.5%), and 68 (1.3%) forecasts, respectively. Interestingly, 

when we look at the mean and median forecast errors for each year we find that they are much 

higher in the early part of the sample period, as well (especially in the 1990s). They hover between 

about 0.12 % (2009) and -4.51 % (1992) for the means. The values for the medians follow a similar 

pattern, although they are less extreme. The mean (median) forecast errors for the overall sample 

period is -1.62% (-0.76%).8 

 Table 2 reports some descriptive statistics for the 152 REITs in our sample. In addition, it 

contains selected descriptive statistics for the IPOs and SEOs that are undertaken by our sample 

REITs. Panel A reports that the mean (median) outstanding equity market value is $680 mm ($281 

mm), at the beginning of the year of the first reported analyst forecast. In addition, the stock price 

on the first forecast date is $20.43 and $19.80 for the mean and median, respectively. During the 

                                                 
8 Note that we winsorize FE at 5% and 95% to minimize the effect of outliers. 
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sample period, REITs undertake an average of almost 6 SEOs. However, a substantial number of 

REITs do not undertake many, as suggested by first quartile of 3. On the other hand, some REITs 

have substantial SEO actively as indicated by a third quartile of 9. The average proceeds from an 

SEO is almost $162 mm. and the median SEO proceeds are about $86 mm. Panel B shows the 

IPOs and SEOs for the 152 sample REIT that occur during our sample time period. The SDC 

Platinum Database (New Issues) is used to generate the issue date for the SEOs based on our 

sample REITs. An SEO is defined as any distribution with a positive number of primary shares 

offered. The 152 sample REITs undertake 820 SEOs, however 14 of these SEOs are undertaken 

prior to our sample period. To find the IPO date of our sample REITS, we designate the beginning 

date (begindate) from CRSP as the IPO date of the REIT.9 Again, a number of our sample REITs 

go public prior to our sample period. The table also shows the amount of REITs per year, for which 

we have forecast errors. When we look at the distribution of the number of sample REITs, by year, 

we find representation across all years but note a major spike in the number of REITs per year in 

our sample during the mid to late 1990s, a finding consistent with strong growth in the REIT 

industry. The largest representation of REITs is 1993, with 42 REITs whereas the smallest 

representation is in 2008, with 6 REITs.  Panel B also shows that the IPOs in the sample REITs 

seem to appear in waves. Notably, in 1985-1987, 1994, 1997-1998, 2004, and the last few sample 

years there seems to be an increase in IPO activity. This finding corresponds to those in Buttimer 

et al. (2005), who provide similar evidence of increased REIT activity in the early sample periods. 

There are a number of years for which we do not find any sample REIT IPO activity (i.e., 1982, 

1995, 2000, 2001, and 2008). We also find that 26 of the sample REITs were listed prior to 1982. 

                                                 
9 To check whether this is reasonable, we compare the CRSP begindate with the IPO date as reported on SDC (when 

available). For a random sample of 10 sample REITs, we find that in 9 cases the difference between the begindate and 

SDC IPO date is 0 or 1 day. In the remaining case, the difference is 10 days.   
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We note that the number of SEOs starts to increase in the latter part of the 1990s and peaks in 1997 

and 1998 with 62 and 71 SEOs, respectively. This observation corresponds directly with the 

dramatic increase in IPOs in the earlier part of the decade.  

 

IV. Results 

 In this section, we present the results of our empirical analyses. We present our univariate 

analysis results, followed by our multivariate analyses. In the last part of this section, we present 

the results of some robustness tests. 

 

Univariate Analysis 

 In order to test our hypothesis that the market (i.e., analysts) is optimistic, we start by 

labeling each of our forecast errors based on the chronological proximity to either an SEO or IPO. 

We do so by employing the following algorithm for each of the 5,182 forecast errors in our sample. 

First, we match all forecasts with the 820 SEO dates based on their issue date. We then determine 

whether the forecast date falls in the 1 to 2 year period (365 to 730 days) prior to an SEO of the 

firm. Similarly, we proceed to identify forecasts 0 to 1 years (0 to 364 days) in the year prior to 

the SEO. These forecasts are labeled pre-SEO Year-2 and pre-SEO Year-1, respectively.  

The aforementioned procedure is applied analogously to forecasts in the post-SEO period. 

Specifically, forecasts identified between 1 and 2 (0 and 1) years are labeled as post-SEO Year+2 

(Year+1) forecasts. The same procedure is used for forecasts after the IPO date (identified by the 

begindate on CRSP). If this forecast is issued between years 1 and 2 (0 and 1), we label the forecast 

post-IPO Year +2 (+1). Overall, this matching procedure yields 2,472 forecasts associated with an 

offering. There are 254 forecasts that are classified as pre-SEO Year-2, 387 forecasts that are pre-
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SEO Year-1, 642 forecasts that are post-SEO Year+1, 460 forecasts that are post-SEO Year+2, 

491 forecasts that are post-IPO Year+1, and 238 forecasts that are post-IPO Year+2. The remaining 

2,710 forecasts are not associated with an offering, and hence, are labeled as “Other”.  This “Other” 

categories represents forecasts that are not associated with equity offerings. Therefore, if managers 

engage in equity offerings when the market is more optimistic, we would expect to find greater 

optimism, represented by a significantly more negative forecast error, around equity offerings 

compared to forecast errors that are not associated with equity offerings (as indicated by the 

forecast errors associated with the “Other” group). 

 Table 3, Panel A provides the mean and median forecasts errors, as well as the number of 

forecast errors, for all subgroups. In the pre-SEO period, we find that the mean forecast error is -

1.36% over both pre- time periods. This is comprised of a mean forecast error of -1.33% in pre-

SEO year-2 and -1.48% in year-1. The medians are substantially less negative than the means and 

have an overall forecast error of -0.85%, and are -0.88% and -0.85%, for pre-SEO Year-2 and pre-

SEO Year-1, respectively. For the post-SEO period, we report a mean forecast error of -1.37% and 

this is comprised of a mean forecast error of -1.62% in pre-SEO Year-2 and -1.20% in Year-1. The 

medians are substantially less negative in the post-SEO time too with an overall forecast error of 

0.83%. They are -0.94% and -0.71%, for post-SEO Year-2 and post-SEO Year-1, respectively. We 

find substantially lower values for the post-IPO years compared to the years associated with SEOs. 

There is a mean forecast error of -1.77% for the post-IPO years in total. Looking at both post-IPO 

years separately, we find the means are -2.04% and -1.63% for post-IPO Year-2 and post- IPO 

Year-1, respectively. The medians for the post-IPO years continue to be less negative than the 

means and are -0.59% for both post-years combined. The median forecast error for post-IPO 

Year+2 is -1.75% and -1.03% for post-IPO Year+1. For the group of forecasts that are issued in 
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periods that are not near an IPO or SEO, which is labeled “Other”, we find a mean forecast error 

of -1.41% and a median of -0.59%. It appears that all forecasts that are issued surrounding a REIT 

equity offering are more negative than those that are issued in other periods. Table 3, Panel B test 

these differences statistically. The column labeled T contains t-values to test for differences in 

means between the subsamples. It is clear that the only the post-IPO forecast errors are 

significantly lower than those of the forecasts in the “Other” category, as indicated by a t-value of 

-3.60, which is significant at the 1% level. Mean forecast errors around SEO offerings are not 

significantly different from those in the “Other” category. Although the Z-values that test for 

differences in medians between the subsamples are all significant, given that the t values are not 

significant for the differences between the “Other” category and the pre-SEO and post-SEO 

periods, we conclude that only forecasts issued after the IPO are consistently over-optimistic. 

 Table 4 shows the results of doing a pairwise comparison. Simply said, we match a forecast 

form the “Other” category with each pre-SEO, post-SEO, or post-IPO forecast, as long as it is 

issued in the same year, has the same amount of analysts that follow it, and is closest in firm size. 

We then calculate the difference between the sample and the match forecast error. Doing this 

pairwise comparison is, effectively, an attempt to control for size, analyst following, and time. The 

latter may be important, because there appears to be some clustering in time (see Table 1). The 

main findings of this analysis are shown in Table 4 in the column labeled “Difference.” The 

“Difference” column results show that when we perform this pairwise analysis, sample forecast 

errors are more negative (over-optimistic) than those of the matched firms. Interestingly, we find 

that this is the case for all categories. For example, all pre-SEO forecast errors have a mean 

difference of -0.78%, all post-SEO forecasts have a mean difference of -1.02%, and all post-IPO 

forecast errors have a mean difference, relative to the matched forecasts, of -1.43%. All these 
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differences are significant at the 1% level. The results are similar for the median differences. 

Overall, this supports the results of Table 3, and in fact, suggests once we take into account size 

and analyst following, there is a significant difference for all means and medians which suggests 

overoptimism is prevalent after IPOs, and to a lesser extent, now also significantly different for all 

time periods surrounding SEOs. 

It is well established that the number of analysts may affect information flows and has been 

shown to be related to performance. Similarly, size differences may have an effect on our findings. 

We, therefore stratify the forecasts into two mutually exclusive categories: Small REITS and Large 

REITs, based on the median market value of the firm, and Low Analyst following and High 

Analyst following, based on the median value of analysts that follow a given observation. We 

report forecast errors, and the differences therein, in Table 5. Panel A, contains the mean and 

median forecast errors, and the number of forecast in each category, similar to Table 3. More 

importantly, in Panel B, we show the t-values and Z-values, corresponding to the tests of 

differences in the means and medians between the forecast errors surrounding REIT equity 

offerings and those issued in the “Other” periods, by REIT size and analyst following. There are 

two main takeaways. First, the results surrounding SEOs do not show consistently that there is 

over-optimism. Rather, in some cases, specifically at the mean for large REITs and few analysts, 

(as indicated by their t-values) there appears to be evidence of relative pessimism. Second, for the 

vast majority of the t’s and Z’s that test for differences between the IPO forecasts and those for the 

group labeled “Other”, our results still suggest that there is over-optimism after IPOs. Specifically, 

we find that all Z’s are negatively significant and that only the t-values for firms with low analyst 

following and small REITs are not significant (although they are of the correct sign). 
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 Mulitvariate Analysis 

 In Table 6, we present the results of OLS regressions with the forecast error as the 

dependent variable. All three models include dummies, denoting whether the forecast is labeled 

pre- or post-SEO or post-IPO (including the year, relative to the SEO or IPO). We use three 

different proxies for size in our models to show that our results are robust to the size measurement. 

Model 1 uses the log of the number of analysts, model 2 uses the log of the market value of equity, 

and model 3 uses the log of total assets. Because the REIT environment has changed over the 

sample period, we also include a dummy in the regressions when the forecast year is prior to 1992. 

Ling and Naranjo (2003) label the post 1992 period the “modern era”.  

 These regressions provide evidence that is mostly consistent with our earlier univariate 

results. The coefficient on the pre-SEO dummy years are all not significant, which indicates there 

does not seem to be much of an effect in all 3 regressions. In fact, the coefficient is positive, which 

would suggest that these forecasts are relatively pessimistic. However, none of the coefficients is 

significantly different from zero. The post-SEO years exhibit a pattern that suggests that forecasts 

issued after the SEO are not over-optimistic. In year+2 the coefficient is not significant and year+1, 

they are, in fact, positive and significant. We find that in all three regressions, the coefficients on 

the post-IPO dummies are negative and significantly different from zero. To be precise, they range 

from -0.03 (in model 2, for the year+1 dummy) to -0.05 (in all three models for post-IPO year+2). 

Again, this suggests that the market may be overly optimistic after the IPO, and is consistent with 

our univariate findings. 
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Robustness 

Table 7 shows the results of performing a number of robustness checks. As a first 

robustness check, in our baseline regressions (in Table 6), we include a dummy for each month in 

which the forecast is issued. We do so in order to control for potential seasonality (see Downs and 

Guner (2006)). Models 1-3 presents the results of doing of this seasonality control. Due to brevity, 

we do not show the coefficients on each of these month dummies. We do find that a number of 

month dummies have significant coefficients. However, more importantly, the coefficients on the 

other variables used in the analysis do not change in signage or significance. 

The sample forecasts in our analysis are drawn from the monthly summary files, which are 

provided by I/B/E/S. The dynamic nature of analyst forecasts poses an empirical challenge. As the 

earnings announcement date nears, the forecasts (and hence possible bias) may change. To 

investigate whether this has an effect on our results, we include the log of the difference between 

the forecast date and the earnings announcement date in our regressions. Models 4-6 in Table 7 

show the results of this analysis. Consistent with earlier literature, we find that as the difference in 

days gets smaller, i.e., the forecast approaches the earnings announcement date, the amount of 

optimism decreases. Again, the coefficients of interest do not change materially, and post-IPO 

forecasts remain relatively optimistic.  

As mentioned earlier, the number of analysts that provide forecasts is not always 

particularly large, and in a substantial number of cases, the number of analysts that follow a REIT 

equals 1. Models 7-9 re-run the regressions from Table 6, but exclude forecasts from just 1 analyst, 

to see whether forecasts that are based on one forecast generate results that are different. In 

virtually all these regressions, the main results do not change. The only noticeable difference is 

that the results post-IPO Year+1 become somewhat weaker. This labeling procedure has one 
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potential drawback. To illustrate this potential problem, assume that a forecast is issued 1 year 

after the IPO, but is also, say, 2 years prior to an SEO. Our algorithm will label this forecast as 

post-IPO Year +1 while ignoring the fact that the forecast is also pre-SEO -2. Therefore, we 

replicate the analysis while we exclude all forecasts such as the one above. This limits the analysis 

to 3,850 forecasts. The results reported in Models 10-12 indicate that most of our results are very 

similar to the ones provided in our earlier analyses. 

 

 

V. Conclusions 

 

 

 Analyst behavior around equity offerings of REITs is the subject of few studies. This is 

surprising, since much can be learned from analyzing analyst behavior. This paper attempts to fill 

this void by investigating analyst forecast errors around IPOs and SEOs for a large number of 

REITs. Using these analyst forecasts, we study whether the market (as proxied by analyst forecasts 

errors) is optimistic around the offering, as suggested by several authors. We find that analysts 

only seem to be optimistic after the IPO, but not around the SEO. There are a number of 

explanations for the finding that post IPO and post SEO optimism differs. It could be that there are 

differences in information asymmetry, which may have differential effects on analyst behavior. 

Alternatively, it could be that analyst behavior differs as the underwriting fees between IPOs and 

SEOs differ, which may have investment banks and their analysts act different after these 

offerings. Although these are interesting hypotheses, we do think that they are an avenue for further 

investigation. Our findings also suggest that if REITs underperform after an SEO (which is a topic 

of debate by itself) this will not be caused by the market being overly optimistic. The finding that 

the market does not seem to be overly optimistic prior to the SEO suggests that, perhaps, REIT 

managers do not time the market when issuing seasoned equity. Importantly, our main empirical 
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findings are robust to a number of different specifications of our regressions and different sample 

on which we perform our analysis.  
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Table 1 Forecast Characteristics and Distribution 
 

   Forecast Error (%) 

 Number of Obs. % Mean Median 

1984 219 3.67 -1.84 -2.45 

1985 239 4.61 -0.20 -2.13 

1986 282 5.44 -0.19 -1.10 

1987 318 6.14 -0.59 -1.68 

1988 340 6.56 -1.20 -1.35 

1989 323 6.23 -2.17 -0.77 

1990 371 7.16 -3.62 -1.33 

1991 297 5.73 -4.44 -1.31 

1992 355 6.85 -4.51 -1.70 

1993 345 6.66 -1.26 -0.64 

1994 156 3.01 -1.05 -0.31 

1995 101 1.95 -1.29 -0.23 

1996 83 1.69 -1.15 -0.16 

1997 94 1.81 -1.21 -0.50 

1998 103 1.99 -1.79 -1.29 

1999 113 2.18 -1.08 0.03 

2000 84 1.62 -1.16 -0.36 

2001 90 1.74 -1.27 -0.83 

2002 104 2.01 -1.41 -0.27 

2003 125 2.41 -0.82 -0.73 

2004 170 3.28 -1.05 -0.59 

2005 98 1.89 -1.08 -0.42 

2006 79 1.52 -0.95 -0.49 

2007 85 1.64 -0.47 -0.25 

2008 68 1.31 -0.35 -0.13 

2009 75 1.45 0.12 0.03 

2010 139 2.68 -0.22 -0.10 

2011 116 2.24 -1.65 -0.05 

2012 87 1.62 -0.49 -0.25 

2013 152 2.93 -0.67 -0.36 

ALL 5,182 100.00 -1.62 -0.76 

The sample consists of 5,182 analyst forecasts for 152 different REITs during 1984-2013. The table presents the number and 

percentage of observations and the mean and median forecast error (as % of the beginning of the year stock price). 
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Table 2 REIT Characteristics and Distribution 

 
 Mean Q1 Median Q3 N 

Panel A: Summary Statistics 152 REITs and 820 SEOs 

Market Value of Equity ($mm) 680.22 128.79 281.22 722.01 152 

Share Price 20.43 14.14 19.80 25.24 152 

Number of SEOs per REIT 5.97 3.00 6.00 9.00 152 

SEO Proceeds ($mm) 161.69 41.10 85.50 190.00 820 

Panel B: Distribution by Year 

 Number of REITs per Year IPOs SEOs 

<1982 NA  26 14 

1982 NA  0 2 

1983 NA  1 11 

1984 19  1 5 

1985 23  7 12 

1986 27  5 13 

1987 30  4 8 

1988 32  1 2 

1989 30  3 10 

1990 34  1 4 

1991 35  3 13 

1992 37  3 15 

1993 42  1 27 

1994 28  15 28 

1995 12  0 20 

1996 10  4 27 

1997 14  10 62 

1998 15  7 71 

1999 13  2 20 

2000 7  0 16 

2001 8  0 35 

2002 10  1 13 

2003 15  3 29 

2004 20  11 33 

2005 12  4 23 

2006 9  2 32 

2007 8  2 22 

2008 6  0 23 

2009 8  1 34 

2010 16  8 45 

2011 12  6 46 

2012 10  4 50 

2013 22  16 55 

ALL   152 820 

The sample consists of 152 different REITs during 1984-2013. Panel A presents mean, median, Q1 (1st quartile), Q3 (3rd quartile), 

the number of observations of the equity market value, and share price (at the beginning of the year), the number of SEOs per 

REIT, and the Proceeds of the SEOs in the sample. The 152 sample REITs have 820 SEOs (from SDC), Panel B shows the number 

of REITs, IPOs, and SEO, by sample year 
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Table 3 Optimism in Analyst Forecasts around IPO and SEO 
 

 Forecast Error (%) 

Panel A: Levels 

 Mean Median N 

Pre –SEO 

Year -2 -1.33*** -0.88*** 254 

Year -1 -1.39*** -0.85*** 387 

All -1.36*** -0.85*** 641 

Post –SEO 

Year 2 -1.62*** -0.94*** 460 

Year 1 -1.20*** -0.71*** 642 

All -1.37*** -0.83*** 1,102 

Post- IPO 

Year 2 -2.04*** -1.75*** 238 

Year 1 -1.63*** -1.03*** 491 

All -1.77** -1.27*** 729 

    

Other -1.41*** -0.59*** 2,710 

Panel B: Differences 

 t    Z  

Pre-SEO vs. Other 0.57 -2.54***  

Post-SEO vs. Other 0.49 -2.59***  

Post-IPO vs. Other -3.60*** -5.91***  

The sample consists of 5,182 analyst forecasts for 152 different REITs during 1984-2013. The Table presents mean, median, and 

the number of observations of the forecast error, which is defined as the value of the actual earnings per share minus median 

forecasted earnings per share (as % of the beginning of the year stock price). Forecasts are defined as pre-SEO (Year -1 or -2), 

post-SEO (Year 1 or 2) or post-IPO (Year 1 or 2). We also show the results for forecasts that are issued in years not close to either 

an IPO or SEO. In Panel B, we show differences between the various subsamples. ***,**,* denotes significance at 1, 5, and 10% 
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Table 4 Optimism in Analyst Forecasts around IPO and SEO – Pairwise Comparison 
 

 Forecast Error (%) 

 Sample Match Difference  

(Sample – Match) 

N 

 Mean Median Mean Median Mean Median  

Pre –SEO 

Year -2 -1.33*** -0.88*** -0.71*** -0.11*** -0.62*** -0.47*** 254 

Year -1 -1.39*** -0.85*** -0.51*** -0.11*** -0.88*** -0.67*** 387 

All -1.36*** -0.85*** -0.58*** -0.11*** -0.78*** -0.62*** 641 

Post –SEO 

Year 2 -1.62*** -0.94*** -0.45*** -0.11*** -1.18*** -0.53*** 460 

Year 1 -1.20*** -0.71*** -0.29*** 0.00*** -0.91*** -0.69*** 642 

All -1.37*** -0.83*** -0.36*** 0.00*** -1.02*** -0.67*** 1,102 

Post- IPO 

Year 2 -2.04*** -1.75*** -0.46*** 0.06*** -1.58*** -1.18*** 238 

Year 1 -1.63*** -1.03*** -0.25*** -0.11*** -1.37*** -0.62*** 491 

All -1.77*** -1.27*** -0.32*** -0.09*** -1.43*** -0.81*** 729 

The sample consists of 5,182 analyst forecasts for 152 different REITs during 1984-2013. The Table presents mean, median, and 

the number of observations of the forecast error, which is defined as the value of the actual earnings per share minus median 

forecasted earnings per share (as % of the beginning of the year stock price). Forecasts are defined as pre-SEO (Year -1 or -2), 

post-SEO (Year 1 or 2) or post-IPO (Year 1 or 2). We match our sample observations with observations (based on year, size, and 

number of analysts) and report the mean and median pairwise differences. ***,**,* denotes significance at 1, 5, and 10% 
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Table 5 Optimism in Analyst Forecasts around IPO and SEO by Size and Number of Analysts 
 

Forecast Error (%) 

 
Small REITs 

(MVE < median) 

Large REITs 

(MVE => median) 

Low # of Analysts 

(# Anal. < median) 

High # of Analysts 

(# Anal. => median)  

Panel A: Levels 

 Mean Median N Mean Median N Mean Median N Mean Median N 

Pre –SEO 

Year -2 -1.58*** -1.28*** 140 -1.02*** -0.46*** 114 -1.58*** -1.20*** 120 -1.10*** -0.66*** 134 

Year -1 -1.51*** -1.03*** 214 -1.22*** -0.77*** 173 -1.56*** -1.20*** 206 -1.18*** -0.56*** 181 

All -1.54*** -1.28*** 354 -1.14*** -0.61** 287 -1.57*** -1.20*** 326 -1.14*** -

0..58*** 

315 

Post –SEO 

Year 2 -1.93*** -1.41*** 281 -1.14*** -0.54*** 179 -1.60*** -1.03*** 267 -1.65*** -0.70*** 193 

Year 1 -1.43*** -1.01*** 350 -0.92*** -0.35*** 292 -1.19*** -0.83*** 437 -1.21*** -0.50*** 205 

All -1.65*** -1.10*** 631 -1.00*** -0.49*** 471 -1.34*** -0.88*** 704 -1.42*** -0.63*** 398 

Post- IPO 

Year 2 -1.61*** -1.64*** 157 -2.88*** -1.83*** 81 -1.70*** -1.50*** 160 -2.73*** -2.34*** 78 

Year 1 -1.77*** -1.48*** 266 -1.47*** -0.68*** 225 -1.71*** -1.03*** 375 -1.39*** -1.01*** 116 

All -1.71*** -1.53*** 423 -1.85*** -0.76*** 306 -1.71*** -1.26*** 535 -1.93*** -1.28*** 194 

    

Other -1.69*** -0.84*** 1,184 -1.20*** -0.35*** 1,526 -1.69*** -0.76*** 1,249 -1.18** -0.40*** 1,461 

Panel B: Differences 

 t Z  t Z  t Z  t Z  

Pre-SEO 

vs. Other 

1.04 -0.88  0.41 -1.97**  0.38 -2.03**  0.26 -0.98  

Post-SEO 

vs. Other 

0.30 -1.56  2.03*** -1.70*  2.98*** -0.36  -2.06** -2.66***  

Post-IPO 

vs. Other 

-0.15 -2.62***  -4.18*** -4.24***  -0.14 -2.71***  -4.50*** -5.31***  

The sample consists of 5,182 analyst forecasts for 152 different REITs during 1984-2013. The Table presents mean, median, and 

the number of observations of the forecast error, which is defined as the value of the actual earnings per share minus median 

forecasted earnings per share (as % of the beginning of the year stock price). Forecasts are defined as pre-SEO (Year -1 or -2), 

post-SEO (Year 1 or 2) or post-IPO (Year 1 or 2). We also show the results for forecasts that are issued in years not close to either 

an IPO or SEO. The forecasts are bifurcated by size of the firm (median market value of equity) and the number of analysts 

(median). In Panel B, we show differences between the various subsamples. ***,**,* denotes significance at 1, 5, and 10% 
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Table 6 Multivariate Results – Forecast Errors 

 
 Model 1 Model 2 Model 3 

Intercept -0.013*** -0.021*** -0.017*** 

Pre-SEO    

Pre-SEO Year -2 dummy 0.001 0.001 0.001 

Pre-SEO Year -1 dummy 0.000 0.001 0.001 

Post-SEO    

Post-SEO Year 2 dummy -0.001 --0.001 -0.001 

Post-SEO Year 1 dummy 0.003*** 0.003*** 0.003** 

Post-IPO    

Post-IPO Year 2 dummy -0.005*** -0.005*** -0.005*** 

Post-IPO Year 1 dummy -0.003*** -0.003* -0.004*** 

    

Log of # analysts 0.001***   

Log of market value of equity  0.001***  

Log of total assets   0.001*** 

Pre 1992 dummy -0.006*** -0.004*** -0.005*** 

Adjusted-R2 0.023 0.029 0.023 

N 5,182 5,182 5,182 

The sample consists of 5,182 analyst forecasts for 152 different REITs during 1984-2013. The Table presents the results of OLS 

regressions where the dependent variable is the forecast error, which is defined as the value of actual earnings per share minus 

median forecasted earnings per share (as % of the beginning of the year stock price). Independent variables are dummies 

depending whether the forecast was issued pre-SEO (Year -1 or -3), post-SEO (Year 1 or 2) or post-IPO (Year 1 or 2). We also 

include the log of the number of analysts (total assets, and market value of equity) as independent variable (to proxy for size) and 

a dummy equal to 1 if the forecast is made before 1992. ***,**,* denotes significance at 1, 5, and 10% 

 

  



Table 7 Multivariate Results – Forecast Errors – Robustness Tests 

 

 Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8 Model 9 
Model 

10 

Model 

11 

Model 

12 

Intercept -0.011*** -0.019*** -0.014*** -0.002 -0.013*** -0.007*** -0.014*** -0.023*** -0.018*** -0.013*** -0.022*** -0.015*** 

Pre-SEO             

Pre-SEO Year -2 dummy 0.001 0.001 0.001 0.000 -0.000 0.000 0.002 0.002 0.002 0.002 0.002 0.002 

Pre-SEO Year -1 dummy 0.000 0.001 0.001 -0.002 -0.001 -0.002 0.002 0.002 0.002 0.002 0.002 0.002 

Post-SEO             

Post-SEO Year 2 dummy -0.001 --0.001 -0.001 -0.002 --0.002 -0.002 -0.001 --0.001 -0.001 0.001 0.001 0.001 

Post-SEO Year 1 dummy 0.003** 0.003** 0.002** 0.002 0.002 0.001 0.002 0.002 0.002 0.007*** 0.007*** 0.006*** 

Post-IPO             

Post-IPO Year 2 dummy -0.005*** -0.005*** -0.005*** -0.007*** -0.007*** -0.007*** -0.009*** -0.008*** -0.009*** -0.011*** -0.010*** -0.011*** 

Post-IPO Year 1 dummy -0.004*** -0.003*** -0.004*** -0.004*** -0.003*** -0.004*** -0.002 -0.001 -0.002 -0.009*** -0.009* -0.010*** 

             

Log of # analysts 0.001***   0.001***   0.002***   0.002***   

Log of market value of 

equity 
 0.001***   0.002***   0.002***   0.001***  

Log of total assets   0.001***   0.001***   0.001***   0.001*** 

Pre 1992 dummy -0.006*** -0.004*** -0.005*** -0.007*** -0.005*** -0.006*** -0.007*** -0.004*** -0.006*** -0.005*** -0.004*** -0.005*** 

Month dummies YES YES YES          

Log of difference between 

announcement date and 

forecasts date (in days) 

   -0.002*** -0.002*** -0.002***       

Adjusted-R2 0.026 0.031 0.025 0.038 0.038 0.038 0.040 0.044 0.039 0.029 0.033 0.026 

N 5,182 5,182 5,182 5,182 5,182 5,182 2,349 3,349 3,349 3,850 3,850 3,850 

The sample consists of 5,182 analyst forecasts for 152 different REITs during 1984-2013. The Table presents the results of OLS regressions where the dependent variable is the 

forecast error, which is defined as the value of actual earnings per share minus median forecasted earnings per share (as % of the beginning of the year stock price). Independent 

variables are dummies depending whether the forecast was issued pre-SEO (Year -1 or -3), post-SEO (Year 1 or 2) or post-IPO (Year 1 or 2). We also include the log of the number 

of analysts (total assets, and market value of equity) as independent variable (to proxy for size) and a dummy equal to 1 if the forecast is made before 1992. ***,**,* denotes 

significance at 1, 5, and 10% In models 1-3 we add dummies for each month of the forecast, models 4-6 include the log of the difference in days between the earnings announcement 

date and the forecast date. Models 6-9 only exclude forecasts errors based on forecasts with only one analyst. Models 10-12 exclude observations where there may have been 

overlap in the pre-SEO, Post-SEO, and Post-IPO labeling procedure. 

 

 

 


