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Do Investors Use the Information of Security Analyst
Recommendations and Short Interests Effectively?
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Abstract

We investigate whether investors use the information of security analyst recommendations
and short interests effectively. We find security analyst recommendations and short interests is
significantly associated with 1-year abnormal returns. We find analyst recommendations and
short interests incrementally predicts future stock returns after controlling for previously
identified risk factors. Our results show that investors fail to use security analyst
recommendations and short interests effectively.
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BUER T iofEp (F r T8 F 1280 ) gL BES - 7|«nF 4L > 7 T AQscores #ic
B ew (Q4) eh3 A7 > CON&SI (Q4) (BEST) eI 323 v 5 0.142 ; CON&SI (Q1)
(WORST ) e-% 354 v % -0.043 > BEST —WORST=0.185- " i¥ & ¥ -k & (t=2.55, p<0.01) -
% ot fQscores #cd B 2% (Q4) e+ A ¥ > ¥ :2CON&SI (BEST) # ¢ 1 CON&SI
(WORST) LR T L ME 1H18.5% R ¥ IRFY o BT Qscoreﬁms wu (Q4) th3 H A
PRFERERIPEHDARLEFPEL G HET A BRES - 7| TR sgnag
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#Qscore (Q3) «h+ # A ® » CON&SI (Q4) (BEST) —CON&SI (Q1)(WORST) =0.136 -
AR F KR (1=2.54,p<0.01) - L% % v 7| F4L > &Qscore (QL) -+~ ¢ » CON&SI
(Q4) (BEST) —CON&SI (Q1) (WORST) =0.156 » - if & ¥ -k #& (t=2.39, p<0.05) -

TR SR AT 0 Qscore? Bz T o X FRFTERE RS RIFEITA KL LARR AR
2 ERF AR A 0 e A Qscore (Q4) B i P A o

4o % 12 CON&SI 7 | 2w a3 $k & i—é PR A BRE S - Tk 77 4. CON&SI
1 HEF ew (Q4) eh+ A7 > Qscore (Q4) (BEST) T 53r v 4 0.142 ; Qscore (Q1)
(WORST) =T 353p v 4 0.065 - BEST—WORST=0.076 > v ¥ A :E & ¥ k% (t=1.15)-
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Beh o BB A5 (S - P 4o % e pFS £ CON&SIE Qscore= 7 45 1577 4 1 F ik >
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(WORST )2 QScore( WORST )e5 £ > i 49 % % 23.2%Ag (g 3R v > @ P i 23tk 2 (1=5.21,
p<0.01) o F|p* & AT 5 gb,uﬁ»\jx:’ ] #)\F}\¥’£p'?ﬁﬁi\,€¢ ,#ﬁjﬂﬁaﬁ;“% B
20 2 P AR A R AR A Y KT RO E B F SRR A T g R 23.2% % 2 E b
i B CON&SI #7275 & L 7 vk en B ¥ R F(15.2% 4 35| #c % = f§ )» 7~ = >t H fb x R Qscore
SRR PR Rk eh B A 4R (14.3% 0 246 HE =)o 2t ¢h o e P55 & CON&SIE Qscore
= Iﬁiﬁﬁ-q?‘?“«ﬂ? WVt dFF23.2% > Rk o] 3t i W H R vi en g 3 #29.5% (15.2% +
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# 5 P RFTEREMEPTFLFEpHF2 QScorez = A 47

CON&SI (Q4)(BEST)  CON&SI (Q3) CON&SI (Q2) CON&SI (Q1)(WORST)

i T353R p FHc  TioEpp Ba Lo i #c L 3o4E o BEST-WORST  t-stat

QScore (Q4) (BEST) 101 0.142 120 0164 153  0.078 30 -0.043 0.185 2,55 ***
QScore (Q3) 82 0.075 104 0133 119  0.033 40 -0.061 0.136 2.54 *x
QScore (Q2) 60 0.037 89 0048 137  0.024 50 -0.014 0.051 0.77
QScore (Q1)(WORST) 42 0.065 101 0032 151  -0.033 108 -0.090 0.156 2.39 **
BEST-WORST 285 0.076 414 0132 560  0.110 228 0.047
t-stat 1.15 2.75 * 2.56 *** 0.66
QScore (BEST) and CON&SI (BEST) — QScore (WORST) and CON&SI (WORST) 0.232 5.21 ***

;L CON&SI: % B FEHE fe % 4772 £ 2451k - CON&SIZ A J +:2~124 - $uis £ #-CON&SIF & 4515 A #icd # 2 M4 4w 2 (Q4-Q3°Q27 QL)+
Qscore = H i 938 g R g d 5 = LIS o4 3> MQscores fied F I MA A (Q4-Q3°Q2° QL) B HMEHEMF 3§ » #1455 (buy-and-hold)
R4 AR B B e 845 8 (value-weighted index) - % & § T/IB 4§ » 345§ 123 1 o %4 7 & FI1006AT F -k 3 5 %4 7 i FIBOREF K 3L T & 511%
ByokEo
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