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• CMAs have “sensible” E[r ] properties and are linked to allocations
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The Main Limitations

1) The Results on Cyclicality & Forecast Errors
◦ The sample period is too short to infer about on these properties

2) The Anchoring Result
◦ If I was building CMAs, I would anchor on consensus (to get it right)

3) The Centrality of Topics
◦ Topics that require more discussion may look more “central”

4) The Backward Looking Second Moments
◦ CMA second moments contain important forward looking information
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• Because these are long-term expectations, they are persistent
• So, 2008-2026 period is short to study cyclicality
• Specially given that the data concentrate in the 2016-2025 period
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• Because these are long-term expectations, they are persistent
• So, 2008-2026 period is short to study cyclicality
• Specially given that the data concentrate in the 2016-2025 period
• Worse: forecast errors on overlapping long-term returns
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(Limitation 2) The Anchoring Result

∆Fi,t = αi + β · (Fi,t−1 − F t−1) + δ · ∆F t + ϵi,t

• β < 0 has two possible interpretations:
(1) CMAs anchor on F t−1 due to incentives

(2) CMAs use F t−1 as a “rational response to information”

• You argue for (1): “their forecasts should tend to lie on the same
side of the machine-learning benchmark as the recent consensus.”

Gt − Fi,t = αi + β · (Gt − F t−1) + ϵi,t

• But β > 0 here can also be a “rational response to information”

◦ Suppose F t ̸= Gt , but it is better than any Fi,t (e.g., Fi,t = Gt + ui,t)

◦ Then, CMAs would want their Fi,t to “anchor” on F t−1

◦ F t is still not full information rational, but the response is rational
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• β < 0 has two possible interpretations:
(1) CMAs anchor on F t−1 due to incentives

(2) CMAs use F t−1 as a “rational response to information”

rn,t→t+h = Fixed Effects + Slope · µ
(h)
n,t + ϵn,t

Variation = Across Asset Classes Over Time
Return Horizon = 1-Year 3-Year 1-Year 3-Year

Slope 0.79** 0.84*** 1.74*** 1.11*
(se) (0.32) (0.17) (0.58) (0.60)

R2
OOS 10.6% 14.9% 11.0% 11.9%

Source: Couts, Gonçalves, Loudis (2023)

• I like the anchoring evidence and don’t mind interpretive ambiguity
(but you need to be clear about the two potential interpretations)

https://dx.doi.org/10.2139/ssrn.4458499
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(Limitation 3) The Centrality of Topics

Source: Bastianello (2026)
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(Limitation 4) The Backward Looking Second Moments

ˆ︃Riskn,t→t+3 = Fixed Effects + Slope · Riskn,t + ϵn,t

Variation = Across Asset Classes Over Time
Risk Measure = σ2 β σ2 β

Slope 1.04** 1.12*** -0.40 0.75***
(se) (0.23) (0.04) (0.66) (0.28)

R2
OOS 20.2% 32.6% 30.6% 9.9%

Source: Couts, Gonçalves, Loudis (2023)

• So, CMAs anchor on historical second moments

• But their forward looking adjustments are quite important

• And they improve the forecasting quality of CMAs

https://dx.doi.org/10.2139/ssrn.4458499
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Source: Couts, Gonçalves, Loudis (2023)

• So, CMAs anchor on historical second moments

• But their forward looking adjustments are quite important

• And they improve the forecasting quality of CMAs

https://dx.doi.org/10.2139/ssrn.4458499
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(Limitation 4) The Backward Looking Second Moments

Source: Bastianello (2026)

• This disagreement evidence is interesting and novel
• But the institution-level EWMA fitting leads to 249 parameters
• Avoid overfitting: estimate using first half of institution-level sample
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Some Generic Comments

1. In anchoring regressions: do we want αi or αt or αi + αt?
we can even have αi,t if combining asset classes or blocks

2. I would replace Type II ANOVA with Shapley Decomposition
(Shapley properly considers all combinations)

3. Objective beliefs should always be estimated out-of-sample
(sometimes they are, sometimes I am not sure)

4. Section 3.2 really needs to be simplified
(Tables 9 to 14 have related messages, probably some way to simplify)

5. The discussion of measurement error in Section 4 is wrong
(the institution-level estimation implies the error correlates with the y variable)



10/10

The Paper and My Main Comment My Comments on the Limitations Final Remarks

Outline

The Paper and My Main Comment

My Comments on the Limitations

Final Remarks



10/10

The Paper and My Main Comment My Comments on the Limitations Final Remarks

Final Remarks
• This paper is a tour de force on understanding CMAs

• They contain a lot more information than their return forecasts

• The way I see it, there are three layers of information:

(1) Building Blocks

(2) Modeling Approach

(3) Macro-Financial Topics

• Each of these layers is very informative about belief formation

• My comments:

◦ Need to better synthesize and organize the findings

◦ Need to better recognize some of the key limitations
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