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Summary 
I find the presentation of the research question and the results in this Master's Thesis rather 
confusing. The author seems to aim to classify financial analysts based on their skill or inherent 
ability and then analyze empirically whether investing that follows more skillful analysts’ 
recommendations generates abnormal returns. The results are mixed, which prevents the author 
from drawing clear cut conclusions. 

General 
I believe that the author investigates an interesting research topic. In principle, it would be 
valuable to learn more on how analysts’ skill affects their recommendations and how those 
recommendations are correlated with future (abnormal) stock returns (or alphas). However, in the 
submitted draft of the thesis the analysis is rather disorganized, which greatly diminishes its value 
to the reader. I believe it is unfortunate that the supervisor did not make the author delay the 
submission of the thesis till the moment when the presentation is clear and the text gives a 
meaningful message.   

Contribution 
The author fails to explain and motivate his original contribution relative to prior literature. The 
word “contrib*” appears for the first time on page 52 in the conclusion (see the quote below). This 
seems to indicate that the author ignores most prior literature (see below for my comments on the 
quality of the literature review) as well as the question whether his own research contributes 
something new to what we already know about the topic.  
 

“Our contribution stems from the novel application of the new methods dealing with the multiple 
hypothesis testing problem, which we apply to this group of analysts.” (p. 52) 
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Considering the author’s claim (in the conclusion) that his work contributes by using a novel 
approach of dealing with the multiple hypothesis testing problem, I do not consider it valid. If I 
understand the author’s intentions well, he wants to investigate whether more skillful financial 
analysts recommend stocks that subsequently generate superior abnormal returns. In such a 
setting, no multiple hypothesis testing is necessary. It should be perfectly sufficient to classify 
analysts as either more or less skillful and then compute (the negative of) abnormal returns earned 
on stocks they recommend to buy (sell). Therefore, the standard hypothesis testing setup should 
be quite sufficient for the problem at hand. 

Literature 
I believe that the thesis lacks a proper literature review. It only includes a brief discussion of three 
research papers on pages 3 and 4. The remainder of the literature review section discusses the 
methodology (which is also problematic in terms of the text structure). The author ignores the rich 
prior literature on the impact of analysts’ and investors’ skill on realized stock returns. The author 
does not explain to the reader what the main takeaways from the relevant literature are. Neither 
does the author explain how his own research builds on and extends what has already been found 
in the past. Without a proper connection to prior literature the thesis “floats in the air”. 
 
I believe that a better understanding of prior literature and of the structure of the scientific 
discourse in this area may have helped the author to structure his own thesis better. Hence, 
ignoring much of the prior literature may be one of the reasons why the thesis is so disorganised.  
 
If the author makes a controversial statement like the one below I would expect him to motivate 
it well and to substantiate it with references. I would argue that there are many researchers who 
believe that markets are relatively efficient. In addition, there are many investors who failed to 
systemically outperform the market and who learned the hard way that the markets are more 
efficient than they initially thought.  

“It is widely accepted and empirically observed that markets often deviate from the market 
efficiency hypothesis.” (p. 3) 

Methodology 
I believe the methodology section includes a number of irrelevant parts and in contrast it misses 
some important parts. In addition, it includes some mistakes.  
 
On the one hand, the methodology section includes a discussion of several general concepts that do 
not need to be explicitly discussed in a Master’s Thesis. For example, the discussion of the type 1 
and type 2 errors on pages 4 - 7 seems to be redundant.  
 
On the other hand, some of the important concepts highly relevant for this thesis are not properly 
explained. For example, the multiple hypothesis testing is rather crucial for this thesis. In fact, in 
the conclusion the author argues that this might be the very contribution of this thesis. If so, then 
the use of this concept needs to be properly explained and motivated. I do not consider it sufficient 
to simply discuss the variation of this approach and prior studies.  
 
Furthermore, the way the alphas from the four-factor model are computed is rather essential for 
the results of this thesis. I would expect the authors to explain in detail how these are computed. 
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Some aspects related to the computation are problematic, possibly wrong. Stock returns typically 
are not Winsorized because a financial analyst that very infrequently recommends a stock that 
yields outstanding returns (e.g. Amazon) should still be considered as highly skillful and valuable 
for investors. Winsorizing eliminates these extreme returns. 
 
I believe that using the alpha as the key performance metrics for financial analysts is problematic. 
Most financial analysts specialize and they cover firms in specific industries. Unlike investment 
funds (for which alpha is often computed), they have no intention to be “well-diversified” in terms 
of the composition of companies they cover. Hence, alpha includes a dimension that would be 
irrelevant for financial analysts. 

“We will essentially treat every analyst as an individual mutual fund, although as we 
mentioned earlier, there are differences like periods with no published analysis or impossibility 
for the analyst to go bankrupt, we still think that when we can choose between hundreds of them 
at the same time, we can on average approximate this setting.” (p. 32) 

 
I do not understand why the author argues that the alpha should automatically be interpreted as 
a result of an analyst's skill. I believe that any alpha or any abnormal realized return can either be 
due to skill or due to luck. One of the key challenges in the literature is to disentangle the two... 

“In the thesis, firstly, we want to estimate the proportions of analysts whose true hidden alphas - 
representing skill, generate positive/negative or zero abnormal returns.” (p. 2) 

Form 
I believe that the Thesis is poorly organized. Some parts are included in sections where they do not 
belong, e.g. the methodology discussion.  
 
The introduction of the research question and the approach to address it does not follow a 
consistent line of reasoning or a “red thread”. In the introduction, the author “jumps” from one 
idea to the other. It is not clear what message the author wants to convey to the reader. 
Furthermore, the introduction lacks any discussion of results, perhaps because the main 
takeaways may be hard to formulate (or absent).  
  
The Thesis has an elegant layout. 
 
I appreciate that the tables are properly labelled even though the explanatory note could be more 
informative. 
 
The Thesis is written in good English that respects the academic style of writing. 

Conclusion  
The results of the Urkund analysis do not indicate significant text similarity with other sources. 
 
Despite its merits I do not think that the thesis in the current form is ready to be defended. 
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Questions 
I recommend the examination committee to ask the author about the following: 
 

1. Summarize the main findings or the main takeaways from this thesis in one sentence. 
What have we learnt from your results? If The Economist wrote a report about your thesis 
the title would be: “A Charles University student found out in his Master’s Thesis that …”.  
What would follow at the end of this sentence? 

2. Explain why you argue that this setting necessitates the resolution of the multiple 
hypothesis testing problem? Why is the standard hypothesis testing setup insufficient to 
address his research question?  

3. How specifically does the multiple hypothesis testing approach allow the author to 
discriminate between luck and skill (see the quote below). How is the estimated alpha 
related to luck and skill? 

“We analyze returns of their recommendations by using multiple hypothesis testing 
treatment methods in order to be able to separate the aspect of luck from the aspect of 
the skill.” (p. 2) 

4. Explain why the stock returns are Winsorized? 
5. Explain how the alphas are computed. Discuss the limitations of using alphas for 

performance measurement of under-diversified portfolios. 
6. Explain how the simulations are set up. More importantly, why are the simulations 

needed? To what extent and are the results dependent on the simulation parameters? 

“In this step, we replace the population expectation equation with its sample variant 
used in the simulation method Monte Carlo EM algorithm.” (p. 28) 

 
 
Awarded Points and Grade 

Contribution (max 30) 8 

Methods (max 30) 12 

Literature (max 20) 6 

Form (max 20) 15 

Total (max 100) 41 

Grade (A – B – C – D – E – F) F 

 
 
 
 
 
 

   

  Referee’s Signature 

   

3 September, 2021  Jiří Novák 

Evaluation Date  
 
 

Referee’s Name 
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Grading Scale 
LITERATURE REVIEW: The thesis demonstrates author’s full understanding and command of 
recent literature. The author quotes relevant literature in a proper way. 
 
Strong  Average Weak 
20  10  0  
 
 
METHODS: The tools used are relevant to the research question being investigated, and adequate 
to the author’s level of studies. The thesis topic is comprehensively analyzed.  
 
Strong  Average Weak 
30  15  0  
 
 
CONTRIBUTION:  The author presents original ideas on the topic demonstrating critical thinking 
and ability to draw conclusions based on the knowledge of relevant theory and empirics. There is a 
distinct value added of the thesis. 
 
Strong  Average Weak 
30  15  0  
 
 
MANUSCRIPT FORM: The thesis is well structured. The student uses appropriate language and 
style, including academic format for graphs and tables. The text effectively refers to graphs and 
tables and disposes with a complete bibliography. 
 
Strong  Average Weak 
20  10  0  
 
 
OVERALL GRADING: 
 

Total Points Grade 

91 – 100 A 

81 – 90 B 

71 – 80 C 

61 – 70 D 

51 – 60 E 

0 – 50 F 
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