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领先大盘 
英



每年华尔街证券商都会斥资10亿美元以上，聘请3000多位分析师，针对公司关注的各类股票撰写研究报告，并作出买进、卖出的建议。然而许多投资人却不把分析师的报告当回事，总认为这些报告只是把见诸报端的公司新闻，重新剪贴罢了。他们没想到，这种过度简化分析报告的看法，却令投资散户付出了巨大的代价。

到底，该如何好好运用研究报告成为投资策略的一部分？比较好的做法并不是乖乖地听信分析师的“伺机买进/卖出/持有”建议，而是要对大格局有观点，整合众家分析师的研究报告。只要你能花一段时间，追踪这群分析师如何集体调整获利预估和投资建议，就可获得更稳固的立论基础，做出聪明的投资决策。换言之，结合众多分析师的成果，而不是遵循一两位分析大师，更能帮助你抓对时机，领先市场做出明智抉择。

在实际操作上，以上观念可转换成4种投资策略：
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投资策略　1　留意获利预估的修正 
英



主要观念

策略说明

这项策略与买进获利预估调升，卖出获利预估调降的股票有关。要注意的是，这项策略若想奏效，就必须追踪多位分析师的预估报告才行。

支持概念

立论基础

这项策略奏效的主要因素为：

1.“害怕落单”现象——当某支股票的获利预估调升时，未来一个多月中，其他分析师很可能纷纷看好。除此之外，报告还显示，分析师的最初获利预估通常有过度乐观的倾向，结果就造成获利预估向下修正的可能。根据这个道理，如果某位分析师想调升某月份的获利预估，接下来几个月，其他分析师跟进的可能性也非常高。一段时间下来，持续调升获利预估，将转化为股价的具体获利。

另外还要留意的是，万一看走眼，分析师大多都不敢挺身认错，因此就算分析师对某支股票过度乐观，也不会立刻一股脑透露盈利调整。相反地，这些分析师会先透露部分信息，再观望其他分析师的反应，以免过于冒险。此种“集体行为”也更加深未来获利预估调升的可能性。

2.价格延迟反应——法人从决定行动到实际执行间，通常会有稍许时间差，因此反应灵活的小额投资人可抢在法人之前，买进“获利预估调升”的股票，这样才能在往后股价逐步上升中获利。此时分析师的“集体行为”又再度发挥作用，最重要的是，没有分析师会愿意成为“独漏”某支股票的人，他们宁可跟同侪一起出错，也不愿冒险。

实用工具

想要将这套投资策略付诸行动，你必须花时间，追踪多位分析师是如何对调整获利预估达成共识。操作步骤如下：

1.充实数据库信息——检视所有追踪某只股票的分析师，对获利预估提出的数据。提供这类信息的网站有：

■连上www.moneycentral.msn.com/investor网站，点选“获利预估”选项，接着针对自己有兴趣的股票，点选“每股盈余趋势综合分析”功能。

■进入www.quicken.com网站，点选“报价与研究”服务，然后进入“分析师排行榜”页面。

■利用www.morningstar.com提供的“快可得（Quicktake）”部分，然后点选“每股盈余预估”和“年度盈余预估”。

■到www.zacks.com网站，输入股票缩写代号，再点选“预估”项目。

2.留意“伺机买进”信号——过去一个月内，分析师一致认为某企业该年获利预估将提高3%或更高。

3.留意“卖出”信号——同样地，在过去一个月内，分析师一致将获利预估调降3%或更低时。

4.评估获利预估调整的“真正原因”——以便进一步判断如此的“调整”是否为收入大幅成长的结果，而非一时节流或改变会计方法所致。若想正确判断出获利持久性，通常有必要详读几份分析师报告。

5.做完功课，就可付诸行动——买进获利预估上调的股票，卖出获利预估调降的股票。



大师观点

“撇开所有分析师的研究不看，其实分析师对企业下一季获利也没有十足把握，因此稳当操盘、跟着大家走、别发表不同意见，似乎是比较正确的做法。分析师的行为之所以易于预测，除了想保住饭碗的心态外，还有另一个原因，就是若有某位分析师在其他分析师并未跟进的状况下，就动辄大幅调动获利预估，可能导致投资人认为这位善变的分析师根本未进入状况。所以，分析师都是小幅度地逐步变更获利预估。”

——扎克斯

“管他是埃克森美孚，还是街角的老胡杂货店；公司的大小和上市与否都不是重点。公司的价值最终取决于公司能替股东赚多少钱。”

——扎克斯

“获利之所以重要，是因为这是公司能发放多少股利的指标，因此股利和获利决定股票的票面价值。然而更重要的是，股价的决定因素在于，公司未来能赚多少钱，而非过去的获利。这也就是分析师的获利预估如此重要的原因。”

——扎克斯

“分析师对企业下一季或来年的获利预估，可能早就反映在股价上了。分析师预期公司能赚多少钱并不重要，重要的是这些分析师近来对公司预估的调整。基本上，获利预估调升会反映在股价上，原因是这种改变对公司获利前景是项利多。只要企业未来获利看似即将获得改善，股价应会同步上扬。”

——扎克斯

“若能精确预测到分析师改变获利预估，将可获得相当可观的收益。”

——扎克斯

“运用分析师研究的最佳方法，是试着预测分析师即将采取的行动，而非单纯地就一份研究报告内容决定买卖。买进最近获利调升的股票，卖出获利调降的股票，就能有效预测分析师和法人下一步会以何种行动影响股价。如此你就能比市场早一步买卖股票。”

——扎克斯

“当分析师决定改变获利预估的共识时，其发出的讯号远比分析师‘伺机买进/卖出/持有’的建议更有力。”

——扎克斯

“德高望重的分析师所得，超过一般证券经纪人的10倍。年薪破百万的分析师并不稀奇，巨星级分析师能从投资银行赚得上百万收入，而投资银行的营业额通常是这些分析师所赚金额的5倍。这些令人垂涎的薪水，足以让分析师想尽办法把手中分析企业摸得一清二楚，他们的目标是，成为举足轻重的法人投资咨商对象，因此分析师必会设法对规模最大、实力最雄厚的投资组合经理人发挥最大影响力。越具影响力的分析师，所做研究越能左右市场动向，荷包也就越饱满。”

——扎克斯

“分析师不太愿意作‘卖出’的建议，是基于三项结构性理由：（1）分析师不希望惹恼这些公司的管理阶层，原因是万一自己就此被三振出局，未来在信息取得上居于不利地位。（2）分析师不希望惹恼客户，也就是那些大量持股的专业投资组合经理人，可能因此被迫在短时间内卖出持股。（3）只找‘买点’的客户比找‘卖点’的多，因为‘买进’建议对经纪商较具价值，如此经纪人才有更多的新生意可做。”

——扎克斯

“如今投资银行的最大获利方法是，运用分析师为赚取投资银行手续费这点，进而发挥自己对股价的影响力。结果造成分析师的收入与自己能为投资银行带进多少营业额产生连动关系，因此也让分析师饱受必须赢得投资银行的支持与配合的压力。姑且不管有哪些法案试图把分析师待遇，与其赚进的投资银行收入脱钩，市场总想得出变通之道。”

——扎克斯

“别听信那些曾让投资人亏钱的分析师的建议。一定要懂得分辨哪些是红牌分析师，哪些才是准确分析师。”

——扎克斯





投资策略　2　根据获利预期，决定“买/卖” 
英



主要观念

策略说明

这项策略则是，当公司公布的营业额或获利高于预期时买进；反之则卖出。

支持概念

立论基础

投资人多半会假设，消息一经公布，所有手脚快的资金早已各就其位。这种假设有可能是真的，不过获利公布后仍有机会抢进。实际上，这项投资策略奏效的2项主要原因是：

1.大势所趋——企业公布获利远高于预期时，股价通常会应声上扬，多数投资人会错过第一波涨势。然而，这家公司的股价，在未来三个月的表现往往仍能领先大盘。实际上，由于法人开始买进，股价将持续上扬，直到下次获利报告公布为止。

总之，就算没赶上第一波涨势也别抓狂。买进并持有股票三个月，在下次获利公布前卖出。持续这样做，你的投资收益便会非常好。

2.“蟑螂效应”——意指一旦看见一只蟑螂，接着会有更多蟑螂出现。同理可证，当公司获利超出预期，未来再现佳绩的可能性，高于从未超出市场预期的公司。举例来说，1991年6月到2002年9月间市场数据显示，过去1年间获利超出预期的企业中，68%仍有令市场惊艳的表现。

市场对此现象当然了如指掌。因此，获利曾超出预期的企业，在预期有更多利好消息的情况下，往往能获得较高评价。也就是说，获利表现出人意表的企业，股价的反应也会相当惊人。

实用工具

想把第二项投资策略付诸行动，请依据下列步骤：

1.量化获利超出预期的程度——比较实际获利、获利预估共识和分析师最近的获利预估三项信息。趁自己还没热过头前，检查手边实际数据，看看是否正如某人所料，或市场早已反映在股价上。

2.确定获利超出预期的真实情形——目的是为了再次确认自己果真碰上如假包换的利多消息。这时要做的事有，查看公司并没有提出未来获利即将变少的附注警告，再判断这项利多消息是常态，或偶发事件造成的，接着打听获利超出预期是否为会计政策变更的结果。

3.找出获利和营业额的关联——观察两者是否都有成长。如果营业额不增但盈余增加是因为节流所致，这种获利模式的持续性可能不大。理想上，营业额和获利应该同步成长。

营业额和获利的连动性，对买进或卖出股票的影响，可参照下表：
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总而言之，除非营业额和获利都双双成长，否则就不要买。

4.根据消息决定操作策略——并不是要立刻买进，因为有一大票对冲基金和短线交易者会做相同的事。你反而应该等几天，直到最初一窝蜂买进热潮平息下来，到时所有短线交易者和对冲基金开始对这只股票失去兴趣。他们可能会微调持股，以便释出资金供下一笔交易。

而这正是伺机买进的时机，因为你比法人快一步。这时法人还在做功课，为即将买进的股票重新调配持股比重。换句话说，一旦法人开始进场，股价在未来2至3个月仍持续强劲，你可再持有2个多月，等下一季盈余公布前，再一举实现股票获利的滋味。

有效运用这项策略的关键，是能在事前就预测获利和预期不符，而不只是在事后作出反应。最理想的情况，是在公布获利超出预期之前买进，在公布获利不如预期前卖出。

要如何预测获利能否超出预期情况？以下4种可能性将可协助判断：

1.找出最擅长预测获利超出预期的分析师——留意这些分析师目前的预测。当然，过去准并不保证未来也一定准，但追踪这些分析师的意见，是不错的做法。

2.观察最近的获利预估——把这项预估与分析师的预估共识相比。这是侦测代表某项有意思的新发展正暗地酝酿的最佳指标。

3.充分运用小道消息——在获利公布前夕，寻找该股表现强劲的真正原因。这或许与那些公司关系密切人士，会先发制人散播好消息，影响股市有关。（这种做法的难度在于，如何区分正常市场杂音和人们期盼的小道消息。）（译注：Whisper number，意指根据谣传及其他未经证实的数据源，对一家公司的营业额所做的非正式预测。）

4.从数字中获得保障——换句话说，找出所有分析师的共识。如果每位研究某只股票的分析师，在获利公布前都调高预估值，等于强烈暗示公司表现将超出市场的预期。



大师观点

“若想先发制人，却紧接在获利捷报公布后买进股票，并非睿智的做法，尤其是当获利消息是股市广为依循的彭博或CNBC电视频道公布时。尽管如此，合理的做法是先等个几天，逢低买进，再持有几个月。获利超出预期的正面消息，会使法人的买进机率大增，导致未来几个月的股价缓步上扬。不过，获利超出预期的股票，一开始往往都有过度反应的倾向。”

——扎克斯

“如果每位研究某档案股票的分析师，在获利公布前都高调预估值，等于强烈暗示公司表现将超出市场的预期。”

“获利报告超出预期的公司，股价在未来1至3个月往往会更好，而不只是在获利公布当天而已。同样地，获利不如预期的公司，在未来1至3个月，股价通常会跌跌不休。”

——扎克斯

”和所有专业人士一样，分析师也有保守和回避风险的倾向。分析师一旦对每股盈余的预估值深信不疑，就不愿修正，原因是不想回头对客户说，最初预估是错的，这也就是数字有保障的原因。如果分析师和大家一起犯错，就可为自己的预估错误找到下台阶。为此之故，分析师在预测获利时，往往会像牛一样集体行动。结果当所有分析师在企业公布获利前，全都调升获利预估的话，这即明显意味该公司获利前景看好，实际获利更可能超出预期。“

——扎克斯

”过去15年来，买进获利预估调升的股票，收益胜过标准普尔500。“

——扎克斯

”你可运用‘获利预估调整’作为选择买进目标投资策略，或是管理所有投资组合的主要决策要素。运用‘获利预估调整’作为投资组合策略时，‘获利’是唯一要紧的事，说得更明确些，持有‘获利预估调升’的股票，等于是拥有获利前景看好的股票。长久下来，专注基本面会使操作收益优于大盘。“

——扎克斯

“针对分析师‘获利预估调整’的投资组合，长期收益远较大盘为优，但并非月月都如此。关键在于即使市场混乱，或某特定月份的相对获利欠佳时，仍要守住这项投资策略。”

——扎克斯



有些公司料到投资人会运用这项投资策略，便积极尝试结合下列5种不同方法与分析师的获利预期：

1.引导分析师低估预期获利，好让实际表现超出预期——如此一来，即使企业表现平平，仍可超出分析师预期。这就是企图在股市玩“先压低期望，再多给一点”的把戏。如今这项策略太普便，导致某些企业已把“如何掌控分析师预期”变成一种操作手法。

破解之道则是勤做功课，看这家公司是否会固定在季初发表获利警讯，接着再公布高于预期的结果。此外还要注意，如果获利接连超出预期，但股价却依旧持续下探的话，最好要远离这只股票，因为真相实在难以判断。

2.大量运用“非常态性项目”——将获利不佳归咎于各种非常态性事件作为掩护。这种手法屡见不鲜，例如2001年四季度，市值前1000大企业中，有超过35%的企业列举“非常态性”费用，相较于1997年四季度，只有17%的情形。尤其是科技公司，过去一直利用这种策略操控预期获利。

再次强调，破解之道还是做分析，检视这家公司过去是否曾经认列“非常态性”费用。要对“非常态性”费用存疑，特别是当这项“非常态性”支出是企业能自行斟酌，而非强制性支出时。起码要将“非常态性”项目视为警讯，而公布“非常态性”项目的企业，必须视其是否未达预期获利，至于股市的反应则非关重点。

3.企图运用“饼干罐”会计手法——“饼干罐“会计手法就是企业在账目中制造并隐藏获利，然后在未来几季中，从中拿出隐藏的获利作为当季获利。最常见的做法是，冲销某季的大笔存货，等到下一季再宣布存货已售出。（编注：Cookie Jar，是种企业做账方式，在运营良好年度，储备部分资金降低盈余，在运营不佳年度时，运用这笔资金提高盈余，让投资人以为企业年年获利、财务平稳。）

要破解“饼干罐“会计，判断企业是否玩弄这种手法的方法，就是仔细阅读获利公告，及附在公司季报后的附录。此外要留意公司首席执行官和首席财务官的过去纪录。

4.玩弄时间游戏美化获利——通常是将高获利消息分散到数个获利公布期中，将不良获利消息压缩到单一期间，省得碍事。企业有几种合法操作方式，尽管这些方法对投资人而言，仍不免有欺骗之嫌。

该如何破解？方法是若企业的某季表现很差，下一季的表现却又高于所有分析师预期，这时就要非常小心了。我们要找的投资目标，反而是那些季获利比估计值低0.01或0.02美元的企业，因为这显示这些企业首席财务官显然对利用操弄手法获利并不感兴趣。

5.接连并购低市盈率公司，借此超越分析师预期——这么做自然造成并购公司的每股盈余上升。并购行为对被合并的企业个体获利影响极大，进而影响企业能否超越分析师的预期获利。

自古以来，市场上每个因并购成长的案例，都会先出现一段辉煌时期，一旦并购者发现自己成了冤大头，紧接着是立即出现剧烈内哄。另一种情况是，并购公司再也找不到可并购的对象。无论前者或后者，被合并的公司终究要拿出收益才行。总之，要小心那些因合并而获利成长的企业。毕竟声势上扬时，赚钱容易；声势下跌，亏钱就更简单。



大师观点

“当实际获利超出分析师预期时，股价反应剧烈的原因很简单，因为企业超出分析师预期时，等于强烈暗示不仅当季获利高于预期，未来各季也是一样。反之亦然，当企业获利未如预期，等于强烈暗示不仅当季无法达成获利，未来几季也不看好。让投资人兴奋的并非每股获利多出0.05美元，而是这多出的0.05美元能预表企业获利前景看好，让投资人振奋、股市上扬。”

——扎克斯

“请务必记住：股市终究是‘向前看’，企业过去的获利不是重点。因此，当企业公布过去一季获利良好，未来获利却不甚乐观时，市场会略去获利良好的部分，同时导致股价几乎毫无例外地下跌。”

——扎克斯

“目前股市正面临信任危机。一般相信，站在美国企业顶端的那群人，只会替自己谋福利，却不顾员工和股东的利益。也有充分理由显示，大多数人都不相信自己的证券经纪人，也可能不相信美国企业的首席执行官，假如最近你读过报纸，恐怕你连分析师也都信不过。在我职业生涯中所阅读、分析这么多的券商研究报告后，可以告诉你：‘你对分析师的疑虑是正确的。’只相信分析师研究报告的字面意义，是项错误，不过这并不等于投资人不能从分析师的研究报告中赚钱。姑且不论近来的批评声浪，其实分析师提供了丰富的市场动向信息，只要正确诠释，就可抢占市场先机。关键是，你只须注意分析师提供的重要且有利可图的信息，别管有误导和人为操作嫌疑的信息。”

——扎克斯

“整合多位分析师的研究，找寻一段时间内分析师在获利预估修正上的变化情形，就能预知分析师未来可能采取的行动。”

——扎克斯





投资策略　3　使用复合式策略 
英



主要观念

策略说明

策略一和策略二都各有千秋。聪明的做法是双管齐下，方法则是一路追踪分析师注意的各公司看法。如果你喜欢话，还可针对所选个股，以人工方式追踪，或是订购像扎克斯投资管理公司提供的服务，这是一份整合了4300多种股票的排序分析报告，作为投资行动的参考。

支持概念

立论基础

这项策略要能奏效的前提是，追踪分析师对某支股票发表的所有意见，就可过滤掉分析师可能产生的个人偏见。也可预测哪几支会受法人青睐的股票，快人一步抢先买进，再坐享股价增值的喜悦。你可借由追踪下列4要素达成目的：

1.获利修正共识——正在追踪某支股票的所有分析师，对获利预估的修正幅度。分析师对获利预估所作的调升幅度越大，就代表买进信号越强烈。

2.获利预估共识的修改幅度比例——代表此项获利修正的重要性。

3.是否还有改进空间——也就是达成共识的获利预估，与最精准分析师所预估的差异。（这是获利超出预期的最佳潜在领先指标。）

4.企业过去公布获利超出预期的次数——因为这会影响企业未来再度出现佳绩的可能性。如前所述，获利超出预期的次数越多，未来出现类似惊喜的可能也越高。

只要运用表格式软件包，自己就可以轻易追踪上述要素，或者也可订购现成服务代劳。例如扎克斯投资顾问公司在www.zacksadvisor.com提供的“扎克斯排行榜”，可计算4300种股票的上述4项要素，并涵盖美加地区3000位券商分析师撰写的30000份研究报告。“扎克斯排行榜”将股票分为5类：强烈买进、买进、持有、卖出、强烈卖出。从1980年开始提供这项服务到2002年9月止，凡买进在“扎克斯排行榜”中归为“强烈买进”的股票，平均年报酬率为31.8%，而同期标准普尔500只有12.6%。

不过，正如同我说过，要执行这项投资策略，不一定要利用“扎克斯排行榜”。投资人可利用分析师对某些股票的报告，整理出属于自己的资料。“扎克斯排行榜”只是提供给订户的数据库。

实用工具

为简化起见，假设你订阅了“扎克斯排行榜”，要实用策略三时会涉及下列6项基本步骤：

1.决定持有几种股票——无论是为了分散风险，还是让每年手续费率低于2%，这么做都有其重要性。就实际操作而言，这表示每支股票至少要投资1，000美元，平均每年每文件交易4次。根据经验法则，你的投资组合中至少应该包含25种股票，且各种股票比重均等。

2.设定投资类股——确保个人持股扩及构成整个经济体的16类行业。最理想的状况是，投资类股目标应比照“扎克斯排行榜”的“强烈买进“股，并对应每类股的持股比重。

3.决定各类股的买进目标——可留意以下性质的股票：

•才刚被列为“强烈买进“。

•获利预估调升者。

•最近公布的实际获利超出预期。

•最近提高获利指示。

•曾有过某种程度的内线交易。

4.决定买进时机——方法是决定你想在任何处境下做多少投资，然后运用“平均成本法”买进目标，直到你达到设定点。一旦投资后，你的目标是继续持有，直到决定全数卖出，再换股操作。买进的意图不在探测市场。（编注：平均成本法为投资人依规划期间分次买进等额证券。）

5.决定何时全数卖出某支股票——应当只在股票获利不如预期，或当“扎克斯排行榜”调降该股票评等为“强烈卖出”时。无论如何，尽可能在买进后仍持有至少三个月，使券商手续费影响获利的情形减至最低。

6.每三个月，重新配置投资组合——依旧比照“扎克斯排行榜”上各类“强烈买进”股的比重，以确保投资组合的持股比重恰当。这么做包括将某些持股部位的四分之一卖出，同时增加其他股票四分之一的持股部位。

不过，“扎克斯排行榜”也有其限制如下：

1.衡量个股相对大盘的收益——且无法预测大盘整体的未来走向。说得更精确点，假如大盘崩跌，则“扎克斯排行榜”上的“强烈买进股”也极可能下跌，尽管跌幅可能没大盘深。

2.只是短期指标——因此长线投资者不必只买进“扎克斯排行榜”上的列为“强烈买进股”，即使投资人手中持股排名不高，长期下来还是会赚钱。

3.未纳入其他基本面因素——像是市盈率、账面价值、权益报酬率、资产报酬率、负债比率、成长率等。实际操作上，“扎克斯排行榜”还是一项很好的筛选工具，不过投资人还是得自己做分析。

4.越多分析师热衷的股票，在“扎克斯排行榜”上越难获得良好名次——意思是，中小型股比大型股更容易获得强烈买进的评价，因此在使用“扎克斯排行榜”时，最好将公司资本额牢记在心。

5.无法针对投机股作出任何预测——因为这些股票没有可据以分析的获利纪录，结果，新兴产业中有一大票公司被“扎克斯排行榜”选为“强烈买进股”，对各类股的评等权值造成影响。



大师观点

若不想亲自追踪获利预估修正，也不想比较实际获利，‘扎克斯排行榜’是相当有用的简化信息方法。‘扎克斯排行榜’将分析师对某支股票的相关数据浓缩成一项建议，让使用者依建议行事。‘扎克斯排行榜’可替你省下追踪、记录和分析数据的工夫，告诉你未来3个月股票涨跌趋势。

——扎克斯

在每位分析师研究报告的第一页，都会清楚列出分析师建议。所谓‘分析师建议’，意指将所有分析研究浓缩成一段简单可行的建议文字。这段‘建议’文字恐怕也是分析师研究报告中最为广泛使用的信息，因为字面意义不仅易懂，且直截了当。但可别就这样被骗，毕竟分析师建议就像披着羊皮的狼，看似简单易懂，却错得一塌糊涂。事实上，若你曾在2000年4月到2002年9月的两年半间，买进分析师强烈推荐的股票，你的损失将高达47%。这个教训再明白不过，因为分析师所提供的数据或许很有用，但绝不能作为何时该买或卖的依据，你一定还要参考其他信息。

——扎克斯

当某位分析师说：‘持有’时，多数散户无法理解，这其实是‘卖’的意思。道理很简单，因为分析师几乎从不做任何‘负面’建议。

——扎克斯

分析师选股并非万无一失。只要检查列在分析师‘买进’名单中股票的最后获利，就一目了然了。

——扎克斯





MAIN IDEA



Ahead of The Market 
中



Every year, Wall Street brokerage firms employ more than 3，000 analysts who are paid in excess of $ 1 billion to write research reports on various stocks which their companies follow, and to make recommendations as to which stocks to buy and which stocks to sell. Despite that substantial investment, however, many investors dismiss these analysts' reports as little more than reworked press releases on behalf of the companies involved. This may be an over simplification which is costing individual investors dearly.

So what's a better way to use these research reports as part of an investment strategy? Rather than simply following the buy/sell/hold recommendations made by each analyst, a better approach is to take a big picture perspective and combine the research generated by a large number of analysts. By tracking how this pool of analysts as a whole change their earnings forecasts and recommendations over time, you have a much better rationale for making intelligent investment decisions. In other words, by combining the work of a large number of analysts rather than picking out one or two gurus to follow, you have a much better chance of getting your timing right and making sound decisions ahead of the market.

In practical terms, this idea translates into four investment strategies:

[image: no031-3E]




Four Investor Strategies 1 Watch for earnings estimate revisions 
中



Main Idea

Strategy Description

This strategy involves buying whichever stocks receive increasing earnings estimate revisions from analysts and selling those stocks which have their earnings estimates revised downwards. Note this strategy works on tracking the estimates of many analysts, not just one or two.

Supporting Ideas

Rationale

This strategy works because of two main factors:

1. The "analyst creep" phenomena — whenever a stock receives an upwards revision in its earning estimate, it is more likely to receive more upwards revisions from other analysts over the coming month or so. In addition, studies of analyst's reports shows they historically have tended to be overly optimistic in their initial earnings projections and thus they are more likely to be revising their earnings projections down rather than up. Therefore, if an analyst is prepared to revise his or her earnings projections upwards one month, there is a very strong likelihood they will continue to do the same in the following months as well. Those ongoing earnings projection upgrades should translate into solid gains in the stock price over time.

Note also most analysts are scared to stand out from the rest of the crowd in case they turn out to be wrong. Therefore, even if an analyst is highly optimistic about a stock, he or she will not disclose the full extent of their earnings revisions at once. Instead, the analyst will go half way, and wait to see how the other analysts respond before being too bold. This "herd behavior" also underpins the likelihood further earnings upgrades are likely to follow in the future.

2. Delayed price response — there is usually a slight delay between when an institutional investor makes a decision to act and when it can execute its orders. Therefore, smaller and more agile investors can buy the stocks that receive upwards earnings estimate revisions before institutional investors, allowing them to benefit from the more gradual stock price appreciation which will come. Again, the herd behavior of analysts is a factor here. Above all else, an analyst does not want to stick out by missing something every other analyst factored in. An analyst would much rather be wrong in the company of all his or her peers than go out on a limb.

Implementation

To put this investment strategy into action, you need to track how the consensus earning estimates of multiple analysts are changing over time. The steps are:

1.Gather your database of information — by looking at the figures all the analysts which follow a stock are forecasting for earnings. To get that information via the Internet, you can use these Web sites:

■Go to www.moneycentral.msn.com/investor and click "Earnings Estimates" followed by "Consensus EPS Trend" for the stock you're interested in.

■Go to www.quicken.com and click "Quotes＆Research" followed by "Analyst Ratings。"

■Use the Quicktake reports section of www.morningstar.com. You then click on "EPS Estimates" and "Annual Earnings Estimates。"

■Go to www.zacks.com, input the stock ticker symbol and click on "Estimates。"

2. Look for any buy signals — which occur whenever the consensus earnings estimate for the company for the current year increases by 3-percent or more within the past month.

3. Similarly, look for any sell signals — which occur whenever the consensus earnings projection falls by 3-percent or more in the past month.

4. Evaluate the "quality" of those earnings estimate revisions — to determine in more detail whether the revision is the result of sustainable revenue growth rather than one time cost savings or accounting changes. To come up with a feel for the sustainability or otherwise of these earnings, it will usually be necessary to read a few of the analyst's reports in more detail.

5. Once you've done your homework, you can then act — buy any stocks for which the earnings are being upgraded and sell those stocks for which earnings estimates are being lowered.



Key Thoughts

Despite all of an analyst's research, the fact of the matter is that analysts do not know with any real certainty what a company is going to earn in the coming quarter. Therefore, it makes more sense in almost every case for an analyst to play it safe and stick with the herd, as opposed to sticking his neck out. In addition to their desire to hold onto their jobs, there is another reason that analysts are predictable. Large and frequent moves in an analyst's earnings estimates that are not accompanied by other analysts moving their estimates in the same direction may lead investors to believe that the analyst making the changes does not have a good grasp of what is really going on. As a result, analysts make changes incrementally, in small steps.

— Mitch Zacks

It doesn't matter how big the company is — be it Exxon Mobil or Mr.Hooper's corner grocery store — or whether it is public. The only thing that ultimately determines how much a company is worth is what it earns for its shareholders.

— Mitch Zacks

Earnings are important because they serve as an indication of what a company could potentially pay as a dividend. Dividend payments, and thus earnings, provide a stock with inherent value. The important question in determining the price of any stock is not how much the company earned in the past, but how much the company will likely earn in the future. This is why analysts’ estimates of future earnings are so important.

— Mitch Zacks

What analysts expect a company to earn in the coming quarter or year is likely already reflected in a company's stock price. What is important is not how much analysts expect a company to earn, but rather how those expectations have recently changed. At the most basic level, stock prices respond to upwards earnings estimate revisions because the changes represent positive information regarding the future earnings potential of a company. Whenever a company's future earnings look like they are going to improve, its stock price should rise as well.

— Mitch Zacks

It is clear that if you had the ability to perfectly predict changes to analysts’ earnings estimates, you could generate phenomenal returns.

— Mitch Zacks

The best way to use analyst research is to try and anticipate what an analyst is going to do in the future instead of simply responding to the information contained in an individual analyst's research report. By buying stocks whose earnings have recently been revised upward and selling stocks whose earnings estimates have been revised downward, you can effectively anticipate the future actions of both analysts and the large institutional investors whose behavior moves stock prices. This enables you to be able to buy or sell a stock’ ahead of the market'.

— Mitch Zacks

Changes in the consensus earnings estimate are a far stronger signal of future price movement than analysts' buy/hold/sell recommendations.

— Mitch Zacks

A well respected analyst makes well over ten times what the average stockbroker earns. Analysts with salaries of over $ 1 million are not uncommon — and the superstar analysts who can generate millions in investment banking revenue can frequently make five times that. In exchange for these jaw-breaking salaries, an analyst strives to become the world's expert on the companies he or she follows. The analyst's goal is to be on the short list of individuals whom large and powerful institutional investors will call when they have questions regarding a company. Essentially, the analyst strives for influence over the largest and most powerful portfolio managers. The more influential an analyst is, the greater the power his research has to move markets and the more money the analyst is paid.

— Mitch Zacks

Analysts are very reluctant to issue sell recommendations for three basic structural reasons:(1)Analysts don't want to upset the managers of the companies they are covering for fear of being cut off, putting them at an informational disadvantage relative to other analysts;(2)Analysts don't want to upset their customers, namely, the professional portfolio managers who have large positions in the stock and who might get burned in the rush to sell;(3)There are more clients looking for a 'buy' than a 'sell'，so a buy recommendation has more value to a brokerage firm because it gets the brokers on the phone selling stocks to new clients and opening new accounts.

— Mitch Zacks

An investment bank now makes most of its money by using analysts to exercise influence over stocks and thereby compete for investment banking fees. As a result, analysts are paid in relation to how much investment banking revenue they can generate. Therefore, there is tremendous pressure on analysts to curry favor with investment bankers. Regardless of what legislation is passed trying to divorce analysts’ compensation from the investment banking revenue they generate, the market will find a creative way around it.

— Mitch Zacks

You should not follow the recommendations of analysts who have historically lost investors money. You want to draw a distinction between the analysts who are most popular and the analysts who are most accurate.

— Mitch Zacks





Four Investor Strategies 2 Buy and sell on earnings surprises 
中



Main Idea

Strategy Description

This strategy is to buy stock in those companies which report sales or earnings better than anticipated and to avoid or sell stock in companies which report earnings or sales smaller than projected.

Supporting Ideas

Rationale

Most investors assume that by the time an announcement is made; all the smart money is already positioned. That may be true, but there will still be some room for movement post-announcement which can be used beneficially. This investment strategy actually works for two main reasons:

1. Post-earnings announcement drift — when a company reports earnings that are much higher than anticipated, there is usually an immediate boost in the share price. Most investors will miss out on this initial burst. However, these same companies also tend to outperform the market over the next three months as well. In practice, these stocks tend to continue to exhibit strength until their next earnings report as the institutional investors start buying the stock.

As a result, even if you miss that initial burst of price appreciation, don't panic. Buy the stocks and hold them for three months. Then sell just before the next profit announcement is due. Do this consistently and your portfolio will perform exceptionally well.

2. The "Cockroach Effect" — so named because once you've seen one cockroach, you're likely to see more. Similarly, a company which produces one positive earnings surprise is statistically more likely to repeat that performance in the future than a company which has never outperformed the market's expectations. For example, on the market data from June 1991 to September 2002，68-percent of the companies which had produced earnings surprises in the previous four quarters continued to do so.

The market, naturally, is aware of this phenomenon as well. Therefore, those companies which have a history of producing positive earnings surprises tend to be more highly valued in anticipation of more good news in the future. That means the stock price response will be greatest for those companies which generate unexpected earnings surprises.

Implementation

To put strategy 2 into action, go through the following steps:

1. Quantify the true extent of the earnings surprise — by comparing the actual reported earnings with both the consensus earnings estimate and the most recent analysts’ earnings estimate. Before you get too enthusiastic, check your facts and see whether this was anticipated by anyone or whether the market had already priced this in.

2. Determine the quality of the earnings surprise — again to make certain you're dealing with some genuine good news here. This involves checking the company has not attached any notes warning about potential earnings shortfalls in future quarters. You should also determine whether the positive news was the result of an extraordinary or non-recurring event. Also ask whether the surprise is the result of a change in accounting policy.

3. Correlate earnings and sales — and see whether growth is occurring in both areas. If the profit has increased but the sales have not, the earnings growth is attributable to cost-cutting which is unlikely to be sustainable over an extended period. Ideally, both sales and earnings should be growing in sync.

The correlation between movement in sales and earnings will dictate stock buy or sell signals in this way:
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In short, unless there is growth in sales as well as earnings, you don't want to buy the stock.

4. React to the news — not by trying to buy immediately because there will be too many hedge funds and day traders trying to do the same. Instead, you should wait a few days until the initial furor has died down. By that stage, all of the day traders and hedge funds will be starting to lose interest in the stock. They will probably mark down their stock holdings a little just to get their money out and available for the next trade.

This is a good time for you to buy because you will still be ahead of the institutional investors. They will still be doing their homework and reweighing their portfolios in anticipation of buying the stock. This means the price will continue to appreciate over the next two to three months as the institutional investors start to buy. You can then hold the stock for two months or so and pick up those gains before selling prior to the announcement of the next quarter's earnings report.

The key to using this strategy effectively is to be able to predict earnings surprises rather than simply to react to one. Ideally, you want to buy stocks before they announce a positive earnings surprise and sell stocks before they announce a negative earnings surprise.

How can you predict an earnings surprise? There are four possibilities:

1. Identify the analysts who have the best track record in anticipating earnings surprises — and take careful note of their current predictions. Of course, as usual past performance is no guarantee of future accuracy, but it makes good sense to track what these analysts are saying.

2. Look at the most recent earnings estimate — and compare that with the consensus estimate. This may be a good leading indicator of new and interesting developments brewing just below the surface.

3.Take advantage of the "whisper number" — and look for strength in a company's stock just prior to an earnings report. That may indicate those close to the company are anticipating good news.(Obviously the difficulty with this approach is differentiating between the normal market noise and the buzz of anticipation).

4. Look for safety in numbers — that is, look for agreement among all the analysts. If every analyst which follows a stock is raising their earnings estimates prior to an announcement, which is a strong indicator the company will beat market expectations.



Key Thoughts

Although it does not make much sense to buy a stock immediately following a positive earnings announcement in an attempt to beat other investors to the punch — especially if the earnings announcement is reported on Bloomberg television or CNBC, and the stock is widely followed — it does make sense to wait a few days and buy the stock on any weakness, with the anticipation of holding the stock for a couple of months. A positive earnings surprise makes an institutional investor more likely to eventually buy the stock, which results in a gradually increasing stock price over the next few months. Initially, though, stocks reporting positive earnings surprises have a tendency to overreact.

— Mitch Zacks

Companies that report positive earnings surprises tend to outperform over the next one to three months, in addition to the day that earnings are actually reported. Similarly, companies that report negative earnings surprises tend to decrease in value over the next one to three months.

— Mitch Zacks

Analysts, like all professionals, tend to be conservative and risk averse. Once an analyst has committed to a certain EPS estimate, he is reluctant to revise it because he does not want to go back to his clients and say that his initial estimate was wrong. That's why there is safety in numbers. If an analyst is wrong along with everyone else, he has a defense for a bad estimate. For this reason, analysts tend to herd together like cattle when it comes time to make their estimates of future earnings. As a result, when all the analysts following a certain stock revise earnings estimates upward prior to an earnings announcement, it is a clear indication that earnings prospects are improving and a positive earnings surprise is likely.

— Mitch Zacks

A portfolio run using upwards earnings estimate revisions outperformed the S＆P 500 over the last fifteen years.

— Mitch Zacks

You may want to use earnings estimate revisions to select stocks to buy as part of your investment strategy, or you may want to manage your entire portfolio using earning estimate revisions as the primary decision-making factor. With an earnings revision portfolio strategy, the only thing that matters is earnings. Specifically, by owning stocks that are receiving upward earnings estimate revisions you will own stocks whose earnings prospects are improving. Over time, this focus on fundamentals will cause your portfolio to outperform.

— Mitch Zacks

A portfolio focused on revisions to analysts'earnings estimates will substantially outperform the market over time, but not automatically every month. The key is not to abandon the estimate-revision discipline in tumultuous times or because of poor relative return in a given month.

— Mitch Zacks



In anticipation of this strategy, some companies actively try five different approaches with their analysts' earnings expectations:

1. Some companies guide analysts to set their estimates low so the company can beat expectations — so that even if the company puts in only an average performance, it will still beat analysts' expectations. This is the market equivalent of attempting to "under promise but over-deliver." This strategy is now so common some companies have turned managing analysts' expectations into an art form.

To offset this approach, do some more homework. See whether the company regularly issues earnings warnings early in a quarter followed by earnings surprises when the results are announced. Also take note if the stock price has continued to drift downwards despite a succession of positive earnings surprises. If this is the case, it is prudent to stay away from this stock because it is too hard to tell what's really happening with it.

2.Some companies make extensive use of "non-recurring items" — to camouflage weak operating results by attributing those results to one-time events. This is now becoming very common: For the quarter ended December 2001，just over 35-percent of the 1，000 largest capitalization companies reported non-recurring charges. By comparison, in the quarter ended December 1997，around 17-percent of the same companies were reporting a non-recurring charge. Technology companies in particular have used this strategy in the past to manage earnings expectations.

Again, offsetting this requires some analysis. See whether the company has reported other non-recurring charges in the past. Be skeptical about one-time expenses. Be particularly wary about one-time charges the company has some discretion over as opposed to a mandated payment. At the very least, non-recurring items should raise a red flag and the company should be treated as if it missed earnings expectations irrespective of the market's reaction to the earnings announcement.

3. Some firms attempt to use "cookie jar" accounting practices — where an earnings pool is created and hidden somewhere in the accounts. Then, in future quarters, some profits are brought back from that pool to boost the quarter's profits. This is most often done by taking a big write down of inventory in one quarter, only to announce in the next that the inventory was able to be sold after all.

To counter cookie jar accounting and decide whether or not a company is playing this game, you have to read carefully the earnings release and the notes attached to the company's quarterly statements. You should also take note of the company's track record, and that of the CEO and CFO.

4. Some companies engage in timing games which benefit their earnings — usually by spreading good earnings over several reporting periods while compressing bad earnings into a single period to get them out of the way. There are a number of ways companies can do this quite legally, even if it is somewhat deceptive for investors.

How do you offset this? Be very wary of any company that has a poor quarter followed by an exceptional quarter where it exceeds the expectations of all the analysts. Conversely, look for companies that are prepared to miss earnings estimates by just $ 0.01 or $ 0.02 in a quarter. That should be a good indicator the CFO is not interested in playing games to time earnings advantageously.

5. Some firms beat analyst expectations by making serial acquisitions of companies which are trading at lower P/E levels — meaning the earnings-per-share of the acquiring company will automatically go up. Acquisitions can have a huge impact on earnings for the merged corporate entity, which in turn impacts on whether or not a company beats the earnings estimates.

Historically, every growth-by-acquisition story in the history of the market has shown a period of success followed by a sudden and dramatic implosion when the acquirer ends up buying something that is not worth what was paid. Or alternatively, the acquiring company may simply run out of other companies to buy. In both cases, eventually the merged companies have to produce results. Be wary of any company which grows through acquisitions. It's easy to make money on the way up but even easier to lose money on the way down.



Key Thoughts

The reason that stock prices react so dramatically to earnings reports that are above analysts' expectations is clear: When a company beats analysts' expectations, it effectively signals that earnings are going to be higher than expected not only in the current quarter, but also in future quarters. The converse also holds true: When a company misses earnings estimates, it effectively signals that earnings are likely to be lower than expected not only in the current quarter, but also in future quarters. It is not the extra $ 0.05 per share that gets investors excited about an earnings surprise. Rather, it is what the extra $ 0.05 says about the future earnings prospects of a company that excites investors and gets a stock moving.

— Mitch Zacks

It is important to remember that the market is ultimately forward-looking.It doesn't care about historical earnings. That's why when a company reports that earnings for the past quarter were good, but that future earnings prospects do not look great, the market ignores the good earnings report and the stock almost always falls.

— Mitch Zacks

Right now, the markets face a crisis of trust. The conventional wisdom is that the people at the top of the U.S. corporate structure are benefiting themselves while disregarding the interests of their workers and their shareholders. For many very good reasons, most of you do not trust your broker, you likely do not trust the CEOs of corporate America, and if you have read the newspaper recently you also do not trust the analysts. After having spent my entire professional career reading and analyzing brokerage research reports, I can tell you your suspicions regarding analysts are correct. It is a mistake to take the research produced by analysts at face value. This does not mean, though, that you can not use the research produced by analysts to make money. Despite recent criticisms, analysts actually provide a wealth of market-moving information that, if interpreted correctly, can get you ahead of the market. It is simply a matter of focusing on that information produced by analysts that is important and profitable while ignoring the information that is misleading and manipulative.

— Mitch Zacks

By combining the research produced by multiple analysts and looking for changes over time in the revisions to analysts' earnings estimates, you can predict what analysts will likely do in the future.

— Mitch Zacks





Four Investor Strategies 3 Use a composite strategy 
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Main Idea

Strategy Description

Both strategy 1 and strategy 2 have some advantages. A smart idea is to use both in tandem, by tracking what analysts are saying about the various companies they follow. If you prefer, you can do this manually for the individual stocks of your choice. Alternatively, you can use a subscription service like that offered by Zacks which combines the analysts reports for more than 4，300 stocks into a ranking system for possible action.

Supporting Ideas

Rationale

This strategy works on the premise that by following what all of the analysts are saying about a stock, you can filter out the individual biases any specific analyst may have. You can also forecast which stocks are going to be favored by the institutional investors and buy before they do, thereby enjoying the stock price appreciation their interest will generate. You can achieve this by tracking four factors:

1. Agreement of revisions — the extent to which all the analysts which follow a stock are revising their earnings estimates. The more analysts who are revising their estimates upwards, the stronger a buy signal this is generating.

2. The magnitude of the changes in the consensus estimates — which indicates the significance of the earnings revision.

3.The measure of the potential upside — which is the deviation between the consensus earning estimate and the earnings estimate of the analyst with the best track record.(This is an excellent leading indicator of a potential positive earnings surprise).

4. The number of times the company has posted a positive earnings surprise in the past — as this will impact on the likelihood the company will repeat the performance in the future. As previously mentioned, the more earnings surprises generated in the past, the greater the likelihood of similar surprises in the future.

These factors can be tracked readily enough yourself using a spreadsheet package. Alternatively, subscription services are available which do this work for you. For example, Zacks offers what it calls "The Zacks Rank" at www.zacksadvisor.com. The Zacks Rank calculates the above four factors for 4，300 stocks and includes the information from 30，000 research reports generated by the 3，000 analysts employed by U.S. and Canadian brokerage firms. The Zacks Rank classifies stocks into five groups: Strong Buy, Buy, Hold, Sell and Strong Sell. From its inception in 1980 through to September 2002，a stock portfolio selected from all stocks which Zacks Rank classified as a Strong Buy would have generated an average annual return of 31.8-percent versus 12.6-percent for the S＆P 500 over the same time period.

As mentioned, however, it is not absolutely necessary to use the Zacks Rank to execute this investment strategy. An investor could chose to compile their own data using the analyst reports for the stock to be followed. The Zacks Rank simply provides a database of information for those who choose to take out a subscription.

Implementation

Assuming, for the sake of simplicity, that you take out a subscription to the Zacks Rank, implementing strategy # 3 would involve six basic steps:

1.Determine the number of securities you want to hold — which is important both from a diversification viewpoint and in order to keep your commissions to less than 2-percent a year. In practice, this will mean having at least $ 1，000 invested in every stock with an average of four trades per year per position. As a rule-of-thumb, you should aim at having at least 25 stocks in your portfolio equally weighted.

2. Set sector targets — to ensure you are adequately diversified across the sixteen economic sectors which make up the broader economy as a whole. Ideally, your sector targets should mirror the respective weightings of each sector in the stocks ranked Strong Buy on the Zacks Rank.

3.Determine which stocks to buy in each sector — by looking for those stocks which:

•Have just recently begun to be rated as Strong Buy.

•Are receiving upwards earnings estimate revisions.

•Have recently reported positive earnings surprises.

•Have recently raised earnings guidance.

•Have experienced some degree of insider buying.

4. Determine when to buy — by deciding how much you want to have invested in any position and then dollar-cost-averaging your purchases until you reach that point. Your aim, once invested, is to stay fully invested until such time as you decide to fully sell that stock and buy another. You are not attempting to try and time the market.

5. Decide when to sell your entire position in a stock — which should really only happen if the stock has a negative earnings surprise or its Zacks Rank drops to Strong Sell. Wherever possible, you should try to hold each stock for at least three months after purchasing it to minimize the impact of brokerage commissions.

6. Every three months, rebalance your portfolio — to ensure that the weightings of your portfolio continue to mirror the respective sector weightings of stocks ranked Strong Buy by Zacks Rank. This may involve selling up to 25-percent of your positions in some stocks and buying up to 25-percent more in others.

The limitations of the Zacks Rank are:

1. The Zacks Rank measures performance relative to the market — and is not a predictor of which direction the market as a whole will head. More specifically, if the overall market is declining rapidly, it is very likely even the stocks ranked a Strong Buy by the Zacks Rank will be down as well, although hopefully not as much as the market overall.

2. The Zacks Rank is a short-term indicator only — and therefore a long-term investor does not need to be investing only in stocks which are ranked a Strong Buy on the Zacks Rank. The investor can still do well over the long term owning stocks which do not rate highly on the Zacks Rank.

3. The Zacks Rank makes no allowance for other fundamentals — like P/E, book value and return on equity, return on assets, debt ratios, growth rates and so forth. In practice, the Zacks Rank is a good filter but investors will still need to do their own analysis as well.

4.The more analysts that follow a stock, the harder it is for a stock to feature well on the Zacks Rank — meaning that its easier for a small-cap or a mid-cap stock to gain a Strong Buy rating than it is for a large-cap stock. Therefore, you've got to keep the capitalization in mind when using the Zacks Rank.

5. The Zacks Rank cannot make any forecasts for speculative stocks — because they have no established earnings stream on which to base the analysis. As a result, a disproportionate number of companies in new and emerging industries can gain a Strong Buy rating on the Zacks Rank which may affect weightings between different sectors.



Key Thoughts

If you want to avoid the work and effort of tracking earnings estimate revisions and earnings surprises yourself, the Zacks Rank provides a very useful means of simplifying the information flow. Essentially, the Zacks Rank condenses the analyst-related data on a given stock down into a single actionable piece of advice. The Zacks Ranks saves you from having to track, record, and analyze the data yourself and serves as your indicator as to which stocks will be going up and down in price over the next three months.

— Mitch Zacks

At the top of every analyst's research report the recommendation is prominently displayed. An analyst's recommendation is supposed to boil all his research down into one simple actionable piece of advice. Not surprisingly, the recommendation is probably the most widely used piece of information contained in the analysts' research reports simply because it is, at face value, easy to understand and appears to be straight-forward. Do not be fooled. An analyst's recommendation is a wolf in sheep's clothing. It is simple. It is straightforward. And invariably it is wrong. In fact, if you had bought those stocks that were the most highly recommended by analysts over the two-and-a-half-year period from April 2000 to September 2002，you would have lost a phenomenal 47%.The moral is clear: Analysts and the data they produce may be good for many things, but telling you when to buy or sell is definitely not one of them. You need to rely on other information.

— Mitch Zacks

When an analyst says 'hold'，most individuals unfortunately still do not realize that this means 'sell'，simply because analysts almost never issue negative recommendations.

— Mitch Zacks

Analysts are not exceptional stock pickers. This is apparent when you investigate the returns of the buy lists they create.

— Mitch Zacks





Four Investor Strategies 4 Use recommendation changes 
中



Main Idea

Strategy Description

If you simply buy the stocks that analysts rate as a "Strong Buy"，you will most probably do well in a bull market but not so well in a bear market. Instead, a better approach is to select stocks on the strength of changes in analysts’ recommendations over time. Focusing on changes to the consensus recommendation score to generate buy and sell signals is the emphasis of this strategy.

Supporting Ideas

Rationale

Analysts are always reluctant to issue sell recommendations for stocks because:

■They run the risk of upsetting the company's management — which means that management is less likely to feed the analyst up to-the-minute information in the future.

■It becomes less likely the company will give that analyst's fir many future investment banking business — which is highly profitable for investment banks.

■Nobody likes to be the bearer of bad news.

Therefore, if an analyst actually issues a sell recommendation that is a strong indicator the stock is likely to underperforms the market over the next two to three months. Any sell recommendations should warrant rather urgent attention on the part of an astute investor.

With this bias towards issuing positive recommendations in mind, the best way to use analyst recommendations is to engage in "piggybacking". This involves looking at the recommendations of multiple analysts in sync. If the majority of the analysts are upgrading their recommendations, that is a good indicator some positive news may be brewing and the stock will outperform the market over the near term.

The earnings estimates are the most valuable piece of information in any analysts' report because this can be checked against reality every quarter. All the other parts of the report (including buy or sell recommendations) are much less clear-cut and sometimes misleading. Next in importance is the long-term earnings growth estimate, although again this tends to be on the optimistic side for most of the companies the analyst follows. The most common use of the long-term earnings estimate is to calculate the price/earnings to growth ratio and to compare this ratio to those of the company's peer group.

Always keep in mind when reading an analyst's research report that any statement which is not optimistic is actually a negative comment on the stock. The analyst is attempting to find good things to say so the firm's brokers can sell stock in the company to institutional investors and individuals. Your only interest in reading a research report should be to determine why the analyst has increased or decreased his or her earnings estimate. Everything else — including worthless bits of information like target share prices or other commentary — is merely window dressing. The real action in any research report revolves squarely around the earnings estimate and any movement therein. The only reason you would want to read the research report as a whole is to determine the reason behind any earnings estimate revisions which were made.

Implementation

To put this investment strategy into action:

1.Put together your database of the earnings estimates — by using the resources available at:

•www.moneycentral.msn.com/investor

•www.quicken.com

•www.morningstar.com

•www.zacks.com

2. Calculate the average earnings estimate — which will be your consensus figure as of a specified date.

3. Next, calculate the difference in the consensus figure over the past month — and look at whether that change is significant enough to constitute a buy signal. This will not be an absolute threshold but a comparative exercise. That is, look at all the earnings upgrades for all stocks(available at www.zacksadvisor.com).If the earnings upgrade for the stock you're following is in the top 10%，then a strong buy signal is being generated.

4. Each month, recalculate the consensus earnings estimate for your stock — and sell if there are no additional upgrades coming through.

The simplicity of this piggybacking strategy is offset by the fact your turnover will be high (generating substantial brokerage charges) and you are not focusing on fundamentals, only on the market hype factor. For these reasons, you should plan on using piggybacking only on a few stocks, not on your full portfolio. Piggybacking works well in an up market but not so well when the market as a whole is in a down trend.

There are also four other stock selection strategies which are somewhat similar to piggybacking which you could choose to utilize:

■The Neglect Strategy

You can generate better returns by buying only those stocks for which analyst coverage has been increased recently.(You can also increase your returns by attempting to get more analysts to cover the stocks that you own).

■The Long-Term Earnings Growth Strategy

Avoid buying any stock which analysts collectively anticipate will grow at rates of 30-percent per year or more. These stocks are highly speculative and it is very rare for any of these companies to actually deliver on the optimistic forecasts. Stick to buying shares where long-term earnings are growing at a manageable rate.

■The Valuation Strategy

Look at forward P/E ratios. Avoid buying any stock which has a forward P/E level of 65 or more. Historically, these levels are unsustainable. Therefore, be patient and wait.

■The Earnings Uncertainty Strategy

Buy those companies which have a low degree of uncertainty about their future earnings and avoid those companies where the analysts' earnings estimates vary widely. The less degree of uncertainty about future earnings, the better for you as an investor.



Key Thoughts

While examining valuation levels and focusing on earnings uncertainty are excellent strategies, they should be used to supplement the core strategy. Your focus should always remain on owning stocks that are likely to receive upward earnings estimate revisions and report positive earnings in the immediate future.

— Mitch Zacks

Just as you do not give your money to a mutual fund manager who has a terrible track record, you should not follow the recommendation of analysts who have historically lost investors money. That's why you want to draw a distinction between the analysts who are most popular and the analysts who are most accurate.

— Mitch Zacks

When you actually pull away all the trappings of the analyst reports produced by prestigious Wall Street brokerage firms, the fundamental difference between the research they produce and the research generated internally by analysts working for mutual fund managers is that the reports issued by Wall Street analysts both move prices and are public.

— Mitch Zacks

The most important information contained in an analyst's research report is the analyst's earnings estimate. However, the earnings estimates from any one individual analyst are not all that useful;what is useful is to track how the earnings estimates change over time and across multiple analysts.

— Mitch Zacks

We have all seen dramatic moves upwards when an analyst says 'buy'. And conversely, we have seen stocks plummet on sell recommendations. But, to be honest, we don't see those kind of dramatic reactions to revisions in earnings estimates. To a novice investor, this may be proof that recommendation changes are more powerful than earnings estimate revisions in terms of predicting future stock price movements. The reality is, in fact, the opposite. Although the immediate price response to analyst recommendation changes is dramatically stronger than the price response to an earnings estimate revision, recommendation changes are not as correlated over time as earnings estimate revisions. For this reason, when it comes to investing, I generally prefer to use analysts'earnings estimate revisions rather than broker recommendation changes.

— Mitch Zacks

For the first time in nearly twenty years you have access to analyst earnings estimates, earnings surprises, and analyst recommendations for free from a variety of Web sources. Additionally, transaction costs have fallen to the point where it is now affordable, through a discount brokerage firm, for an individual investor to implement the strategies discussed, most of which involve a substantial amount of trading. Through these strategies, you can ensure that the billions of dollars brokerage firms collectively spend each year on research analysts will help, rather than hurt, your portfolio. Good luck and good returns

— Mitch Zacks

On a daily basis, Zacks Investment Research processes and analyzes thousands of research reports written by over 3，000 equity analysts employed at over 250 brokerage firms across the United States and Canada. For the past twenty years, we have been going through the research produced by Wall Street firms with a fine-tooth comb. We were the first firm in the country to start tracking the buy/sell/hold recommendations made by analysts. We were the first firm to rank analysts based on their accuracy in predicting earnings and making stock recommendations. Through twenty years of intensive research, we have determined that the most important driver of stock prices is revisions to analysts'earnings estimates. Ultimately, we have found a single analyst's recommendation and earnings estimates, in and of themselves, are useless. What is important is the following:

•What all the analysts say about a given stock.

•How these views change over time.

When you combine the two you have what has proven to be one of the best ways of finding stocks that will outperform the market. Some of the results of our analysis are counterintuitive, some are even controversial. In fact, you may be surprised to find that our analysis indicates that the recommendations issued by many brokerage firms are not worth the paper they are printed on. However, the underlying message of all our research points towards one simple conclusion: You should buy stocks that receive upward earnings estimate revisions and avoid stocks that receive downward earnings estimate revisions.

— Mitch Zacks
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