
October 10, 2023 

By E-mail (rule-comments@sec.gov) 

Vanessa A. Countryman 
Secretary 
U.S. Securities and Exchange Commission 
100 F Street NE 
Washington, DC 20549-1090 

WILMERI-IALE 

Stephanie Nicolas 

+1 202 663 6825 (t) 
+1 202 663 6363 (f) • 

stephanie.nicolas@wilmerhale.com 

Re: File No. S7-12-23: Conflicts of Interest Associated with the Use of Predictive 

Data Analytics by Broker-Dealers and Investment Advisers 

Dear Ms. Countryman: 

We submit this letter on behalf of a group of our broker-dealer clients (collectively, the 
"Firms") in response to the U.S. Securities and Exchange Commission's (the "Commission" or 
"SEC") proposed rules intended to address conflicts of interest related to the use of "predictive 
data analytics" by broker-dealers and investment advisers (the "Proposal"). 1 The Firms include 
large, multi-service broker-dealers that are registered with the SEC and engaged in the business of 
preparing and distributing investment research globally, as well as sales, trading, and investment 
banking activities.2 

Investment research is a category of communication that is highly regulated by both the 
SEC and self-regulatory organizations ("SROs") and thatCongress, the SEC, and SROs have long 
recognized as critical in promoting efficiency, competition, and capital formation in the U.S. 
securities markets. The Firms are submitting this letter because the Proposal would apply to 
investment research in many ways that would be disruptive and harmful to both investors and the 
securities markets.3 As discussed more fully below, the Firms are deeply concerned by the 

1 Conflicts of Interest Associated with the Use of Predictive Data Analytics by Broker-Dealers and Investment 
Advisers, 88 Fed. Reg. 53960 (Aug. 9, 2023) ("Proposing Release"). 

2 By "investment research," we mean content that is produced by a Research Department at an SEC-registered broker­
dealer. We use the term "research firms" to mean firms engaged in the business of preparing investment research. 
See FINRA Rule 5280 (applying conflicts rules to material produced by a "Research department"); FINRA Rule 
224l(a)(l0) (defining "Research department"); FINRA Rule 2242(a)(l4) (defining "Research department"). 

3 In the Proposing Release, the SEC provides two non-exclusive examples that illustrate how the Proposal would apply 
to investment research: (1) financial models (including a spreadsheet), and (2) technologies that analyze investors' 
behaviors to provide curated research reports. See Proposing Release at 53972. 
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Finally, the SEC failed to consider the costly application of the Proposal to investment 
research in its cost-benefit analysis. The use of technology by research firms can provide 
significant benefits to investors receiving investment research, but the Proposal would make it 
harder, if not impossible, to realize those benefits. The Proposal fails to consider the unique issues 
and potential conflicts raised by imposing its sweeping and overly broad requirements on 
investment research. As a result, firms could be deterred or prevented from using technology to 
produce or disseminate investment research, even where the relevant conflicts of interest are 
already addressed by SEC and SRO rules. Moreover, because investment research already has 
restrictions and safeguards in place to address conflicts of interest, the Proposal's purported 
benefits are unnecessary at best when applied to investment research. The SEC's failure to weigh 
these considerations in its economic analysis represents another significant flaw with the Proposal. 

* * *

We appreciate the Commission's consideration of this letter. The Firms are concerned that 
the Proposal, rather than embracing the promise that technology holds in benefiting investors, takes 
an overly pessimistic view of the use of technology and strips investors of important tools. The 
Proposal's impact on investment research will result in collateral consequences that harm investors 
by taking away access to information that they use to make investment decisions and will impair 
market quality. Tailored regulations that are well understood by market participants already 
address conflicts of interest relating to investment research, and the Proposal would interfere with 
this long-standing framework. For these reasons and the additional reasons described in the Trade 
Association Letters, the Commission should not proceed with the Proposal. 

 If you have any questions concerning this letter or require any additional information, 
please contact me at the above number or my colleague, Kyle P. Swan, at (202) 663-6409. 

Respectfully submitted, 

Stephanie Nicolas 


