
“Wall Street analysts know their companies. You 
should cut a research report in two. The first part, 
the information about the company and its 
prospects, is probably pretty good. The second part, 
the recommendation, should be used as kindling. 
We use analyst information, but we don't use the 
recommendations very often.”
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Income Statement Analyses is the most Important.

Structured Representation of Report Text

Fig 1. LLM embeddings architecture.

Text contains more information content than numbers.

Shapley Value Decomposition

• Train Ridge models each year and report OOS R-squared with distinct input

Analyst information is profitable.

• A stock typically has an average of 15 days with report releases each year.
• The lower bound investors would expect to profit annually for early access 

to analyst information on an S&P 100 stock is $6.89 million.

• Analyst information is most valuable in the first week following earnings 
announcement.

• Analyst reports add significant incremental value beyond EA.

• Textual information in analyst reports explains 10.19% of contemporaneous 
stock returns out-of-sample, a value that is economically more significant 
than quantitative forecasts. 

• Analysts' income statement analyses account for more than half of the 
reports' explanatory power. 

• Early acquisition of analysts' reports yields significant profits.
• Analysts' information value peeks following earnings announcements, 

highlighting their vital role in interpreting new financial data.

Takeaways

Listen to my paper podcast here!

Fig 2. Shapley value decomposition across 17 topics.
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• I convert unstructured analyst reports into structured embeddings.

Fig 3. Analyst information value following earnings announcements

• The most valuable topics are Income Statement Analyses and Financial 
Ratio Analyses, each comprising 67% and 45% of text-based OOS R-squared.

• The most valuable content is analysts' interpretation of realized income.

Fig 2. Topic distribution across year

Fig 2. Topic importance


