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Are Analyst Recommendations Valuable?

e DoesValuetrandate into Alpha?




Can Investors Profit from the Prophets? Consensus
Analyst Recommendations and Stock Returns,
Journal of Finance, April 2001.

Prophets and L osses. Reassessing the Returns to
Analyst Stock Recommendations, working paper,
May 2001.
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Zacks (1986-1996)

First Call (1996-2000)

More than 500,000 recommendations
Hundreds of Brokerage Houses

Recommendations Range from:

— “Strong Buy” (coded asal) to
— “Strong Sell” (coded asab)
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Average Rating
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e Thevalue of Analyst Recommendationsis
largely confined to sell recommendations

e Sall recommendations are rare

e The 2000 disaster isamystery
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 The effect of iIndependence on Analyst
Recommendations

* Are some anal ysts bett_er_than others_’?




