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		Abstract

		The goal of this paper is to identify influential analysts who generate abnormal returns when issuing a new recommendation by building a model that bets on the sparsity of typical analysts' recommendation data. Based on Bayesian techniques, we estimate a regression model for the abnormal returns in conjunction with a time-varying Markov switching model for the analysts' recommendations, using the $\alpha$--stable distribution as prior, and we find that the influential analysts are very few. Additionally, we identify publicly available information that contributes to the abnormal returns besides the analysts' recommendations. Moreover, we study the analysts' herding behavior as an application to exemplify the merits of our method. Our findings show that analysts' herding behavior is not pervasive when the model accounts for the deviation of the analysts' recommendations from the prevailing consensus. Finally, we show that our model performs better than LASSO, elastic net, and the horseshoe prior. 
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