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		Abstract

		Analysts who provide more accurate earnings forecasts also issue more profitable recommendations. We demonstrate how investors can profit from this contemporaneous link by differentiating between â€œableâ€� and â€œluckyâ€� analysts. In line with previous studies, we find that past track records alone are not sufficient to identify profitable recommendations. Only skilled analysts working in a superior environment provide consistently profitable recommendations. The overall profitability of their recommendations is not driven by a post-announcement drift effect. We find that an implementable, i.e., look-ahead bias free, trading strategy based on the projected â€“ rather than past â€“ earnings accuracy yields substantial excess returns.   

The main difference of our approach is that we combine analystsâ€™ past earnings accuracy with a broad range of analyst characteristics to assess their ability. This approach enables us to identify ex ante analysts who provide superior recommendations. We show that it is essential to take into account the ability of analysts in addition to their past performance, i.e., to look beyond their track record.    

Our results suggest that identifying the more skilled processors of information is crucial, while following analysts based on only their past performance alone is not profitable. Moreover, our approach provides a promising avenue for research that uses analystsâ€™ outputs to capture the expectations of market participants or evaluates incentives and compensation of financial intermediaries. 
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