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Analyst Opinions 
How do we use them?  
Why do we trust them?
Discussion For the Investment Forum 

This presentation will be sent to Jim Coile to be added to the forum website



Agenda
• What is an independent analyst or research firm?


• How do we use analyst opinions and research?


• Do research firms have biases?


• How are research firms rated?



Independent Analyst - Investopedia Definition
• Sell-Side Analysts 
• Employed by brokerage houses

• In-depth reports on a few stocks

• Used to sell ideas to individuals and institutions


• Buy-Side Analysts 
• Employed by fund managers

• Shorter reports but on 2-3 times more stocks than the sell-slide analysts

• Used to make fund investment decisions


• Independent Analysts 

• May be employed by research firms but not employed by brokerages nor funds

• May have subscriptions, fees or trade based compensation from funds 

• They must include a disclosure at the end of each report (its often in the fine print)



Argus’ disclaimer says…
• Argus Research Co. (ARC) is an independent investment 

research provider whose parent company, Argus Investors' 
Counsel, Inc. (AIC), is registered with the U.S. Securities 
and Exchange Commission.  

• Argus Investors' Counsel is a subsidiary of The Argus 
Research Group, Inc.  

• Neither The Argus Research Group nor any affiliate is a 
member of the FINRA or the SIPC.  

• Argus Research is not a registered broker dealer and does 
not have investment banking operations. 

In short:


• The Argus Research 
Group, Inc. 


• Argus Investors' 
Counsel (AIC) 


• Argus Research Co. 
(ARC) 




Argus’ disclaimer…
• Argus officers, employees, agents and/or affiliates may have positions in stocks discussed in this report. 

• No Argus officers, employees, agents and/or affiliates may serve as officers or directors of covered 
companies, or may own more than one percent of a covered company's stock. 

• Argus Investors' Counsel (AIC), a portfolio management business based in Stamford, Connecticut, is a 
customer of Argus Research Co. (ARC), based in New York. 

• Argus Investors' Counsel pays Argus Research Co. for research used in the management of the AIC core 
equity strategy and model portfolio and UIT products, and has the same access to Argus Research Co. 
reports as other customers.  

• However, clients and prospective clients should note that Argus Investors' Counsel and Argus Research Co., 
as units of The Argus Research Group, have certain employees in common, including those with both 
research and portfolio management responsibilities, and that Argus Research Co. employees participate in 
the management and marketing of the AIC core equity strategy and UIT and model portfolio products



How do we use Analyst Opinions?
• Source of fundamental metrics?


• Forecasts (yes) 
- Revenue growth, earnings

- Target price

- Dividend growth and safety


• Discussions of…?


- Market/sector/industry outlook/insights 
- Positioning in the sector/industry

- Potential M&A & other news


- Risks for the company 

- Company plans 

- Negative analyses esp Seeking Alpha 

- Reader comments on Seeking Alpha posts 

- Reasons, not to buy (esp from Zacks) 

• History and trends? 

• Recommendations (yes) 
- Buy/Hold/Sell 

- Strong Buy/Buy/Hold/Underperform/Sell

- Overweight/Neutral/Underweight

- Scores (eg, 1-5)


• Consensus or Favorites?

- Follow a guy you know is good


- Look for consensus across analysts 

- Side-by-side comparison of analyst reports for a 
given company  

• Screens or Due Diligence 

• Al noted that analyst views get about a 5% 
weighting in his decisions 

Bold font denotes feedback from members during the forum discussion



Whose analysis do we use?
• Individuals (eg, Seeking Alpha)


• Research Firms

• Morningstar, Value Line

• Argus, CFRA, Zacks, Ford Equity, Refinitiv Verus (aka Thompson Reuters/

Verus), ISS-EVA, Jefferson, McLean Capital, Refinitiv I/B/E/S,…


• Summary Scorecards 

• “Tip Ranks” for individual investors (Bob discussed this last week)

• Starmine

• Investars

• Integrity Research Associates



Do analysts have a  
bias to Value or Growth?

• Fidelity thinks so, but


• They have no insights 
into this when I called 
them


• The “?” for help just give 
a general discussion of 
Value vs Growth investing 


• But it may be that we like 
some firms better 
because our biases 
match their biases
People also use:  
• Value Line, 
• Motley Fool,  
• Morningstar, 
• Newsletters



Help from Fidelity?



Do Scorecards help us choose research firms
• Fidelity provides several scorecards


• Some try to summarize 
recommendations in a sector 


• Some try to score a research firm’s 
results sector by sector 


• Some try to score a research firm’s 
general results

Source: https://eresearch.fidelity.com/eresearch/goto/scorecards.jhtml



Investars Scorecard *
• Measures performance in 3 recommendation categories - Buy, Hold, Sell


• But, Fidelity reports only the “buy recommendations” results


• Methodology


• Measures 2-year performance of all Buy recommendations


• Keeps a hypothetical portfolio of all buy recommendations 


• Equal Weighted, Rebalanced monthly


• New positions added and rebalanced on all new Buy recommendations


• If a position goes Neutral or Sell it is removed from the portfolio

* See http://investars.com/files/SmartIndexMethodology.pdf



Investars Scorecard as published at Fidelity 
Shows absolute performance of buy recommendations by sector by firm

Notes:

“!” means “Insufficient Data” the research firm covered less than 25% of the sector (not industry in the sector)

Source: https://research2.fidelity.com/fidelity/eresearch_4.9/Scorecard/main.asp



StarMine Relative Accuracy from Refinitiv
• Tries to define how well a research firm 

predicts performance in a sector


• Looks at 2 year Buy and Sell 
Recommendations relative to other firms 


• Grades firms by how well they did 


• Normalizes grade from 1-100


• Not a lot of info to tell you how this is 
calculated


• 100 DOES NOT MEAN THAT THEY ARE 
RIGHT 100% OF THE TIME



Integrity Research Associates - multi-component scorecard

• Has a 3 year performance Buys, Buys+Sells, Sectors, Holding period until 
they change the recommendation, Volatility of the recommended stock

Source: https://www.fidelity.com/webcontent/ap002388-eresearch-content/21.07.0/research/scorecard/pdf/Q2_2021_Integrity_Research_Scorecard.pdf?
st_research=st_scorecard_current



Integrity Research Associates - some details
Sector Ranking

Volatility

Ranking

Holding

Period

Ranking


