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Objective: The extroverted personality of a chief executive officer (CEO)
represents a key element of non-financial information that may influence
financial analysts’ forecasts of corporate performance. Cognitive biases—
specifically stereotype and similarity biases—can lead analysts to perceive
extroverted CEOs as more successful leaders. Accordingly, the aim of the
present study is to investigate the moderating role of stereotype and similarity
bias on the effect of CEO extroversion on financial analysts' predictions.

Method: The present study is applied in terms of purpose and survey-based in
terms of data collection. To gather the required data, a scenario-based
questionnaire was employed, and the data analysis method was of an inferential
nature. The statistical population of the study consisted of financial analysts, and
based on the power analysis sampling method, a total of 200 financial analysts
were selected during the fiscal year 2023. To test the research hypotheses, the
mean comparison analysis was utilized.

Results: Findings indicate that CEO extraversion does not significantly affect
analysts’ performance forecasts. Furthermore, stereotype and similarity biases
did not moderate this relationship.

Conclusion: Overall, the results suggest that in Iran’s economic environment,
financial analysts do not exhibit stereotype or similarity biases in their forecasts
of firm performance and these biases have not led to a deviation in their
predictions of company performance.
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Introduction

As vital information intermediaries in financial markets, financial analysts collect, analyze,
and interpret value-relevant information about firms. They employ both financial and non-
financial data to generate earnings forecasts, target prices, and stock recommendations. Prior
studies emphasize that non-financial information plays a crucial role in complementing
financial analysis and enhancing the accuracy of forecasts, suggesting that analysts routinely
integrate such information into their evaluations. Among non-financial indicators, management
quality is considered a particularly important determinant of firm performance—often even
regarded as the most significant one.

Financial analysts frequently use information about CEOs’ personality traits as a proxy for
assessing management quality. CEO extraversion, as a specific personality dimension,
represents one type of non-financial information that can influence analysts’ perceptions of
firm performance. Moreover, cognitive biases such as stereotype and similarity biases may lead
analysts to assume that extroverted CEOs are inherently more successful. Accordingly, this
study aims to examine the moderating roles of stereotype and similarity biases in the
relationship between CEO extraversion and financial analysts’ forecasts of firm performance.

Method

This research is applied in purpose and survey-based in terms of data collection. Data were
gathered through a scenario-based questionnaire, and hypotheses were tested using inferential
statistical methods. The statistical population comprises financial analysts, from which a
sample of 200 analysts was selected in 2023 using the power analysis sampling method. To
test the hypotheses, independent-samples t-tests were conducted.

The research design follows a 2x2 pre-test and post-test experimental structure, focusing on
the interaction between the CEQ’s extraversion level and the analysts’ characteristics. The pre-
test questionnaire consisted of four sections:

1. Presentation of a research scenario describing a hypothetical software company.

2. Provision of financial analysts’ consensus forecasts for the coming year, including key
indicators such as earnings per share (EPS), long-term EPS growth rate, and target
price, each presented at three levels—low, medium, and high. Analysts were then asked
to provide their own forecasts for these variables based on the scenario.

3. Assessment of the analysts’ personality characteristics.

4. Collection of demographic information.

The post-test questionnaire was identical to the pre-test version, except that it incorporated
an additional scenario describing either an extroverted or introverted CEO.

Results

The findings related to the first hypothesis indicate that CEO extraversion has no significant
effect on financial analysts’ forecasts of firm performance. The second hypothesis test reveals
that stereotype bias does not moderate the relationship between CEO extraversion and analysts’
performance forecasts. Similarly, results from the third hypothesis show that personality
similarity between analysts and CEOs does not influence analysts’ firm performance forecasts.

Conclusions

Overall, the results demonstrate that financial analysts in Iran’s economic environment do
not exhibit stereotype or similarity biases in their forecasts of firm performance. Consequently,
such biases do not distort analysts’ evaluations of corporate outcomes. These results diverge
from findings in prior studies, suggesting that the extraversion trait, despite being one of the
Big Five personality dimensions, is not perceived by Iranian analysts as a key determinant of
managerial effectiveness.
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A plausible explanation may lie in the unique conditions of Iran’s economy, including
sanctions and market constraints, which limit analysts’ consideration of personality-driven
factors such as CEO optimism and enthusiasm for innovation.

From a theoretical perspective, this study contributes to the behavioral finance literature by
expanding understanding of how the quality of non-financial information—particularly CEO
personality traits—affects analysts’ decision-making processes. Practically, the findings imply
that stereotype and similarity biases do not significantly influence analysts’ performance
forecasts in Iran, leading to relatively unbiased and reliable predictions.

For future research, it is recommended to examine other CEO personality traits—such as
agreeableness and narcissism—as well as additional cognitive biases including overconfidence
and loss aversion, to further explore their impact on analysts’ judgments.
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