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		Abstract

		We document that a large percentage of text in short-sell research reports pertains to accounting fraud and earnings mismanagement, and 95\% of the reports mention fraud-related words at least once. Using survey cash-flow forecasts as a counterfactual, we find that investors underreact to the cash-flow news contained in short-sell reports. On average, target firms earn abnormal returns of -4.9\%  on the publication day, and the subsequent price revisions equal -15\% over a 12-month horizon. We introduce a novel text-based fraud measure and find that reports more related to fraud are associated with larger negative long-term abnormal returns. Using a variance decomposition of returns, we find that the revisions in expected cash flows account for the negative return surprises associated with the reports. Furthermore, short-sell research reports are associated with significant reductions in future real investment (\$116 million) and stock issuances (\$196 million), and we present several potential mechanisms that can explain this correlation. 
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