
 A presentation was given showing a method of determining and obtaining quality research-firm information for the analysis of companies.  We are bombarded with a full spectrum of Buy Sell Hold recommendations from media and investor sources.  They are not all good forecasts.  Which firms should we use to obtain estimates and allow them to influence the data we input on SSGs?  This may be an answer.  The website www2.investars.com provides a quantitative analysis of the performance of various research firms for a given company. (Only those firms that cooperate with Investars are reported).  Using EBAY as an example, the following steps show this method.  Reference the slides in the file titled “Presentation How Good Are the Analysts.pdf” downloaded under Files/Meeting Material/2009-09 in Bivio.

First go to the Investars site and click on “Find the best analyst by ticker”.  Slide 6 of the presentation shows the resulting screen after the following selections were made: ‘Return of Positive Earnings’, ‘4 Years....’, ‘All Research Firms’.  The output is also shown on this screen.  It displays the daily gains or losses of $10,000 previously invested in the selected company, if an investor bought and sold based on the historic forecasts (recommendations) of the research firm indicated.  In this example for EBAY, Ativo Research had the greatest gain of $63.89 per day, Rochdale had the second largest gain of $11.10, etc. 

After determining which research-firms did the best job during the past four years, such as Ativo in this case, the next step is to find out they say about EBAY.

One source to find reports issued by some of these research-firms is Fidelity Investments’ website.  Slide 7 is a screen print of Fidelity’s Report screen (a Fidelity account is required for access).  This screen shows reports available from Fidelity for EBAY.  When one clicks on a report name such as Ativo, the report pops up as shown on Slide 8.  Some firms give analytical details, others just report a recommendation.  Not all research firms reported in Investars are assessable to us, many of them are ‘wholesale’ firms that only provide information to fund managers etc.  And Sudip recommends looking at only firms that did several reports.  We are only after firms that keep on top of a company and have good consistent forecasts, not firms that accidentally hit a correct forecast once or twice.

This procedure was performed (prior to the presentation) for all the clubs holdings.  The results including firm’s recommendations are summarized on Slide 10.  The number before the firm’s name in the column titled “Investars Positive Ratings Four Years” is the quantity of reports that firm issued, and the number after the firm’s name is the average daily gain or loss relating to that firms recommendations.  Only firms that the presenter had access to are shown.

The overall success of using this method is not proven to the presenters, however it is believed to be a useful tool when analyzing stocks and making a buy or sell decission.  It may take a collaborative effort to obtain the best research firm reports on certain companies because not everyone has access to all the publicly available firms reported such as Fidelity, Goldman Sacks, JP Morgan, etc.

