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		Abstract

		The aim of this study is to examine the effect of the 2016 FINRA Rule 2242 on the objectivityof debt analyst research reports. Through a comparative analysis of textual content before andafter the rule's implementation, our results indicate that both favorable (Buy) and neutral (Hold)recommendations contain a less optimistic tone while unfavorable (Sell) recommendationscontain relatively a more optimistic tone. We interpret the former as evidence of the rulecurtailing analyst optimism and the latter as evidence of more timely release of unfavorablereports. In addition, our results show an increase in the language complexity of analyst reportsin the post-rule period suggesting that analysts exert more effort when deriving theirrecommendations. Finally, we find an increase in the length of analyst reports, a resultconsistent with the additional disclosure requirements imposed by the rule. We conclude thatFINRA Rule 2242 was successful in curbing debt analystsâ€™ conflict of interest and in enhancingthe reliability of debt reports. 
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