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This study investi?ates whether and how patent portfolio, forming future
business activity, is incorporated and reflected in forecasted PER provided by security analysts.
Inspired by the fact that the analysts usually specialize in industry as well as the literature
which argues explorative patents lead to larger forecast error, this study first describes the
commonality and/or specificity of the company®s patent portfolio using International Patent
classification code In addition to text data while applying popular similarity measures as well as
text mining technique. Then the study tests the hypothesis that more and more the patent portfolio
diverges from hypothetical "average™ company in an industry, larger and larger the forecast error
becomes. The test sug?ests there may be a positive correlation between these, although the results
are sensitive to sampling time frame and selected industry.
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