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NASD and NYSE Issue Joint Interpretive Guidance on  
Fixed Income Research 

I. Introduction and Overview 

In late July 2006, the National Association of Securities Dealers, Inc. (“NASD”) and the New 

York Stock Exchange (the “NYSE”, and together with NASD, the “SROs”) published joint 

interpretive guidance regarding research into fixed income securities (the “Joint Guidance”).1 

The purpose of the Joint Guidance is to highlight the responsibility of member firms to: 

 Address conflicts of interest that arise with respect 

to fixed income research, including with appropriate 

disclosures. 

 Establish, maintain and enforce written supervisory 

procedures in respect of fixed income research. 

 Comply with existing regulatory requirements 

under the SEC’s Regulation AC. 

The Joint Guidance represents the third such publication 

of joint guidance from the SROs in respect of the 

preparation and publication of research by NASD and 

NYSE member firms.  The initial joint memorandum 

of the SROs was published in July 2002 and provided 

guidance regarding the application and interpretation of 

NASD Rule 2711 and NYSE Rule 472, which govern the 

conduct of research analysts associated with NASD and 

 
1  The Joint Guidance was published by NASD in NASD Notice to Members 06-36, 

and by the NYSE in Information Memorandum 06-55.  NASD Notices to 
Members are currently available at NASD’s Internet website, www.nasd.com; 
NYSE Information Memoranda are currently available at the NYSE’s Internet 
website, www.nyse.com.   

NYSE members (the “SRO Rules”).2  The second joint 

research memorandum of the SROs provides further 

interpretive guidance in respect of the SRO Rules, 

including interpretive guidance relating to:  the definition 

of “research report”, “third-party” research, the SRO 

Rules’ quiet periods, and relating to personal trading 

restrictions found in the SRO Rules.3 

The Joint Guidance differs from the previous joint 

memoranda in that it deals with an area of members’ 

research activities not covered by the SRO Rules.  The 

remainder of this client publication summarizes the 

guidance found in the Joint Guidance.  This publication 

does not purport to be a detailed description or analysis 

of all of the issues covered in the Joint Guidance.  

Interested persons should feel free to contact any of the 

Shearman & Sterling LLP attorneys listed at the end of 

this client publication. 

 
2  For more information regarding the SRO Rules, please see “SEC Approves 

Changes to NASD and NYSE Rules Relating to Research Analyst Conflicts of 
Interest” (August 2003), currently available at: 
http://www.shearman.com/sf_0803. 

3  For a detailed description of the second NASD-NYSE joint research 
memorandum, please see “NASD and NYSE Issue Second ‘Joint 
Memorandum’ Regarding Research Rules” (June 2004), currently available at: 
http://www.shearman.com/cm_0604. 
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II. NASD and NYSE Joint Guidance on Fixed 
Income Research 

2.1 NASD and NYSE examination of member firms’ 
fixed income research 

The Joint Guidance follows the December 2005 

publication of the NASD and NYSE Joint Report 

assessing the effectiveness of the SRO Rules.  Among 

other things, that report noted that, though the SRO 

Rules did not apply to fixed income research, the SROs 

would review the extent to which member firms had 

voluntarily adopted the Bond Markets Association’s 

“Guiding Principles for Fixed Income Research” (“BMA 

Guiding Principles”), published by the Bond Markets 

Association in March 2004.  The SROs also stated that 

existing regulation “can reach any egregious conduct 

involving fixed-income research.”4 

Following the December 2005 joint report, the SROs 

conducted examinations of selected member 

organizations, and published the Joint Guidance 

describing their examination findings.  Specifically, the 

Joint Guidance provides guidance relating to: 

 Supervision of fixed income research; 

 Appropriate disclosure of conflicts of interest; and 

 Analyst certification in accordance with SEC 

Regulation AC. 

2.2 Supervision 
The SROs report that their examinations discovered 

circumstances where: 

 NASD and NYSE members did not have ‘effective’ 

written supervisory procedures for fixed income 

research in place.  The SROs note that supervision 

of fixed income research is one of the BMA Guiding 

 
4  See “Joint Report by NASD and the NYSE On the Operation and 

Effectiveness of the Research Analyst Conflict of Interest Rules”, currently 
available at: http://www.nyse.com/pdfs/rajointreport.pdf, at page 42.  This 
statement is reiterated at footnote 4 of the Joint Guidance. 

Principles and is also a requirement of NASD and 

NYSE supervisory control rules.5 

 Broker-dealers had written supervisory procedures 

in respect of fixed income research but failed to 

enforce such procedures. 

2.3 Disclosures 
The Joint Guidance notes that “the most prevalent” failure 

found in their examinations of member firms was the 

“inadequacy of disclosures contained in fixed income 

research reports.”6  The Joint Guidance notes that the BMA 

Guiding Principles suggest disclosure of those conflicts of 

interest that may affect the integrity of any fixed income 

research.  The Joint Guidance lists certain disclosures that 

describe conflicts of interest that may arise in respect of 

fixed income research, including whether: 

 The analyst’s compensation is based on such factors 

as (a) the firm’s overall performance, or (b) the 

profitability or revenues of the fixed income 

department or the asset class covered by the analyst. 

 The analyst or certain of the analyst’s relatives have 

a financial interest in the security that is the subject 

of the research report (other than investment grade 

sovereign bonds). 

 The analyst is affiliated with the issuer. 

 The firm or its affiliates has managed or co-managed 

a public (or Rule 144A) offering for the issuer within 

the past 12 months. 

 The firm trades or may trade as principal in the 

securities that are the subject of the research report. 

 

 
5  For more information regarding supervisory control rules applicable to 

broker-dealers, please see “NASD extends deadline for CEO Certification 
under Rule 3013, and requires firms that rely on the ‘limited size and 
resources’ exception to notify NASD” (January 2006), currently available at: 
http://www.shearman.com/cm_012006. 

6  See NASD Notice to Members 06-36 at page 3. 
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The SROs also note that fixed income research should 

describe the meaning of any ratings established by the 

broker-dealer that are contained in the fixed income 

research, and state that tailored disclosures are required 

where applicable.  In this regard, the Joint Guidance states: 

“Blanket or boilerplate disclosures should not be used in a 

fixed income research report when more specific disclosures 

are necessary to alert investors to specific conflicts.”7 

2.4 Analyst certification 
The SROs report that their examinations found failures 

among NASD and NYSE member firms in compliance 

with SEC Regulation AC, which among other things 

requires research analysts to certify that the views 

contained in each research report accurately reflect the 

research analyst’s personal views.8  Regulation AC applies 

equally to equity and fixed income research.  The Joint 

Guidance states that: “member organizations issued 

reports that did not include the requisite analyst 

certifications in connection with research reports or that 

included references to analyst certifications that were 

insufficient because they did not direct the reader to the 

correct place to find the certification. Failures were 

similarly noted with respect to certifications required in 

connection with public appearances.”9 

 
7  See NASD Notice to Members 06-36 at page 3. 
8  For more information regarding SEC Regulation AC, please see “Final Rule: 

Regulation AC”, currently available at: http://www.shearman.com/sf_0303. 
9  See NASD Notice to Members 06-36 at page 3. 

III. Conclusion 
In presenting the Joint Guidance, the SROs have taken 

two important regulatory steps:  first, they have laid the 

groundwork for, but for the time being avoided, formal 

rulemaking relating to fixed income research.  Second, 

they have linked two regulatory concepts, research 

analyst conflicts of interest and broker-dealer 

supervisory controls, which have been, independently, 

areas of significant activity for the SROs in the recent 

past.  In doing so, the SROs have underscored the 

importance of maintaining policies, procedures and 

supervisory controls that are reasonably designed not 

only to ensure compliance with existing regulation, but 

to anticipate and address conflicts of interest that exist 

in otherwise unregulated (or generally regulated) 

aspects of a broker-dealer’s business. 

 

This memorandum is intended only as a general discussion of these issues. It should not be regarded as legal advice. We would be pleased to 
provide additional details or advice about specific situations if desired.   
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