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Good Times
Getting Betier

With commmissionsharing agreements exdending
fhea boom in independent research, investars have
acceass o mone Inforrmation than evern, Here are the
firrrs they considerthe Dest. BY ROSALYN RETRWA
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ndependent research firms were

ampng the higgest ben
ol the Ghabal Research &
tlement, the agreement between
regulators and hig brokersges aat
required, among other things, that
the Wall Street firms pay neard
h on dollar o subsidize
independent research over f
vears. The setibement b el 4
wave of ablisked inde-
pendents, a new generalian of
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leading investment hanks to start
thieir own shaps. From about 150
in 2003, before the seltllement was
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Wall Streel, effiectiv
img the s1art-up af i ndependent
research aperations.
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pravided any clarity
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There are hundned firms
[ram which Lo choose, bul inve
1ars nane is be an San

ford C. Bernstein & € which
1akes lop honors ir
in pur annual rankings ¢
Boutiques, Regionals & Indepes-
dents, The results are based on

Froem leét Adom Fosioes, reseaich direchon ot Somdand C. Beensiein & Co.; Dona Telsey, TED of Telsey Advisorny Groan;

Themos Gallagher, dnss)

h bt &

approved, the ranks of indepen
dent research firms has grown
1o miore than 650, sccarding

1 M Mayhew, co-CEQ
af Integrity Research Associates,
an independent research firm

based in Mew York.

Thie settlement periad expires
i less tlsan rwo vears, but M
hew believes independent research
firmns will continue 19 Nousish, The
Securitbes and Exchange Comimis-

slnees last vear by otferdr
precive guidanc
lerad securilies Law thar lets
investors use brokerage commis
sions to pay for esearch. T

af Washing

the ress
SO time, ™ My
mearey manager doesn't have o
traide with somweane te pay for their
TEFEArCH arvy TnoTe, § ch makes
er for a small firm ta st up
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the responses of porifalio manag
ars and analysis an lundreds

of asael management firma and
heme Igl' fumds. More than 760
ballots for best

mal firms, and
420 cast voles for independent
firms, Far bowtigues and region
ballating was suffic |
results im 3% of the 68
seciors in the 2007 All-Americ
Research Team survey [fns 3
Investor, Octoher 2007);
Jependents, there was sufli-
clent depth of voting to publish
resulls in 3% seclars., Par
were glven a free hand toc
resaarrh fir herafore, some
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new hires will not begin covera

Lions is | 1al we hi
experts 1o be ana

b slde wan
Mary investars agree. <1 als
tirsd Bernslein s research though
provoking, in-depth and unbiased.”
says ane portfolio manager. “Their
analysts don't simply regurgitate
facts but instead spend time peeling
back an exira bver of Do OF pra-
vide an alternative perspective.”
[respite the defecticng =f the
Hratepgas analysis, Group
remains the No, 1 independent
in fouir calegarieds Eeanomics,
Integrated 01, Techndeal Analysis
.1|'|'I -l.'t"_'i|'illh on Research, [The

- AmeTica Fh'sunrl hT
28 years runming, says his frm
hired seven analvets in the past
e, fior a 1atal af 27, including
four analyeis for fis new office
in Beijing. “China is changing =a
rapidly, it would be hard to follow
in withiout bein ore,” he says
Reesseareh froum 151 l'_',-r\cll.||:l i

“birkef and 10 the podnt, .m-:-rdl'u'
br e assel mi

always know (he --.-vrk
behind it has been done and ia
availabde on regque hie also
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their “approachab
Whvem firms pay a 'u: amounlt
far research, rather than having it
in with the brakers' exe-
cution bill, they am mich mare
amare of i v, observes
Michael Eirby, -.Iml man and
director af research for Green
Street Advisors, which wins top
honors as bath best independent
Jus Tior s Corverage
IN'¥esmEn Irus1sE.
he Mewpart Beach, California-
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BEST BOUTIGUES & REGIONAL FIRMS In polling for our 2007 All-Amenica hased firm, which has 20 analysts
Eesath Team, we asked investors to name the best boutique or regional acaively tracking betwesn, 65 a0
rms by sector. Here are the winners in their respective categories. Endependent firm in Gaming

& Lodging.) "0ur business has

| thrived because money managers
ARG BTN | P (AT, STATE are much o fcused an paying
only the peaple who are really
adding value,” savs Kirby, “The
warld has changed "

It certainly has for retailing
analys Dana Telssy, who lefl
Bear, Stearns & Co. o stan Telsey
Advisary Group in January 2006,
The Mew York-based firm, which
employs 17 analysts covering 50
stocks, 8 marmed the best inde-
pendent research prowider in
Wi calegaries: Apparel, Foat-
wiear & Textiles and Retalling”
Specialty Stares,

“Given that we'ne nol invalwed
in the investment banking process,
buy-siders Kisaw we have our own
independeni perspective,” saye
Telsey, the firm's CEO and chief
research officer, whao was ranked
Mo 1 seven times in the All-
America Research Team survey,
She plans to expand her coverage
universs by adding restaurants
biefore the end of the year and,
later, gamimg and Iodging compa-
nies. "Our goal is to be the preemi-
neni consumer research firm.”

Theny are well an thedr wav,
inwestors say. Telsey “keeps greal
up-ta-date imteractive and working
midels ard is a veritable encyclape
dia on her siocks,” says one money
mansger, whio also Luds ber farher
" great management contacts. ™

Ancther relatively new firm
that I3 lmipreasing investorns is
Cleveland Research Co. The
Ohio-based firm, launched in
June 2006 by FTN Midweat Securi-
liess Corp. alummi Eric Bsshard
and Chiris Byke, is voled (he best
independent in three retalling
calegaries: Broadlines & Depart.
meens Stores, Food & Dnag Chalns
and Hantlines. [The firm is also
named the best bowtique in those
three categories.)

“Clewvalarul bases iks reseanch
on extensive and continuous chan-
ael checks with industry players
and, in doing so, gels & greal senge
a5 0 how businesses are trending
frarm an ‘an-the-ground’ perspec-
tive, " says one porifolio manager,

The work is becoming more
challenging. “Hedge fumds have
made the market more efficient
and faster to respond, and it has
beecame harder for them 1o get
a real edge,” says Bosshard,

Cleweland s CED aned directar of
:WWWMMmmmmmmu research, wha adds that his ana-
Ficrarng Enargy Fariners and Judor Capial Farner manped affective August 13 Iyats “dig in the channels o get

tha comixned campany & Tudor Pickarng & Co incremendal information that the
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rest of the warld doesn’t knew.”
Thee firm has added enly ane
semior analyst since its inception,
bringirg the batal to 14, but has
nearly doubled the number of
research associates who conduwct
«channel checks, fram 15 to 26,

Cleveland Research typifies
a tew breed of independent
research shop that provides
“all kinds of unique stull hat
traditional Wall Street firmes don't
rrcdisce = channel chscks. market
research, expert netwarks, proprie-
tary data, forensic accounting
arwl shortideas,” says Inlegrity
Research s Mayhew, “Today
yoal harer a large number of firms
that dont fit any of the iraditienal
-
That is because smaller finms
have greater fexibility and can
more readily adapt 1o change,
according to Seedt Sandba,
«chairman and CEO of Pacific
Crest Securities, namsed the best
boutique in IT Hardware, Semi-
canducior Capital Equipment,
Sembconductors and Software.
“There's a wery hig market appor-
ity b be forwarnd-looking and
inmereative,” Sandba saye, bt
yiu also have tobe willing o
cantinually change and evolwe.”

In 1808 ﬂtrhﬂlﬁnd.@r:ﬁm-
based bowikque decided o aban-
don its multisector approach and
locus exclusively on technalogy
companles: " We've grown very
steadily since we made that shift,”
sayd Sandbo. Over the past year
the firm added three senior ana-
lyals, bringing its lolal 1o 18
reseanchers covering mare than
0 stocks, and Sandba says he
amtbcipates hiring several more
as thie firm delves deeper into
“ug-and-coming technokogy
campanles in Azla.*

Eagns point 10 CRAs cantimuing
1o fuel grewth for small-firm
reseanch. “When you're in an
environment where you can
by execution separately from
research, you actually Enarar haw
mich you're spending on your
remeanchs and the sost af an inde-
pendent provider i significanily
less than the cost of a large bro-
kerage firm's research,” Mayhew
says, A5 more and mare sell-side
firms reach that conclusion, the
future of independent research is
loaking wery promising,
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WFor addbional irfommafion obogt
e Bt Bouticues, Regionas & nde-
pencients, a5 wel a5 mesults of this
years Alldmancn Resecrch Teom

THE BEST BOUTHUES, REGIONALS & INDEPFENDENTS 11 3
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BEST INDEPENDENTS Here are the firms that produced independent
research that was deemead most valuable by voters Inthe 2007 All-
Amearica Resaarch Team surey.
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