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Highlights

e Regulation SHO led to an exogenous increase in short selling for pilot stocks.

e Analysts put less effort into collecting precise information of pilot stocks with downward
price pressure.

e The likelihood of rounded forecasts significantly increase for pilot stocks during Reg SHO.

e Pilot stocks experience lower abnormal returns around analyst forecast announcements
during Reg SHO.

e The effect of short selling on the rounding of forecasts is stronger for firms with miore firm-
specific information and firms with low levels of institutional holdings.
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