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AIREICSRERES: — I SCIERR

MHAKIR: Prospect Theory and Stock Returns: An Empirical Test. Review of Financial
Studies , 2016 , 29

HFER: REBEEERERETN—MNRRER, BRIRNERFIED HREN
IFRANER. ARENR, MAERE “ER". SRASEREMLEER, ERHIMER
BN EREFEMERANERFIEEFLUHET . XERRSREEWLRERN, H
BRROERRRBISEZWE DM, REXMOMHEIKREBICHE, £—2ERMAET,
RUMSEENMESRENZEEATONXR, BEEGs (€) AIEBEIeMHERTER
KWESHRBER (7)) BEER. XEHY ERMREXEREDHHTIIEHRAR,
F3 46 PEFRBREMIZHITESNN, KMX—WRISEIEDIE.

1. &7

BEEMREFHXREARZ —AREBNNGITHRIZ, KSEREURETHEIZE
ERTIE B ENX R RFMERE, HAEFRRQHITLERR. BRRELNERA, &
BEWXENSER e B TRE BRI, fs—FIRie “RIRIEIL” NWEERAY
HERTZEVNENSE. RENSEICITERNXCEE EFRIR NI T BN BFm?
RE R EFFTIE .

AISRIEICAIR RIS D NREFITFN R MIRR . EREMER, MAEE “ER".

. BIRIFICMEREBA TAH:

- |+ m |+ m o n—j n—j
TK = E v(r;) [w'{'j +ﬁ[]+ l} — u'_{'? :;{: ]] + Zv[rj] [w"'[ ﬁJn+ 1] —w® mJ]] .

j=—m j=l1

Heh, r RRREWES, v - )RinERE, v e () aERnERg, B

= axr =1
v(x) = for

—A—x)= r=10

P e Pt
(P7+ (1= Py w{PL_H”+ﬂ—PTP”

XBa, y, § € (0,1), A >1

RGBSR TR SEBICMESKRENZEEAT SHXER, BEES (1K)
BISBICMENTERZEN =S HBEIR (B) Bk, ZECENERTIERNL
%HEEO

2. ¥iE

REMEEIRRRE TR S EUEEN CRSP BUEE AR AX(8) 1926 £ 2010 &,
BRHREEED s FNRKEHIE. B 1 BR T ANXFEHIRNSIHSIE, HP ABLR
WEFFREEZ, B SO AEXERE. 1 RPEREXRSZS, TK SESITEWERIER

(REV, MOM, LT REV )IEHE%, SEEFENMEAIEIR( IVLO )aiEx , 513 EAIBZA( Skew )
g%,

wH(P) =

BEWHIRIEX 2 FHE SR EF IR R EHA 5


http://xueshu.baidu.com/usercenter/data/journal?cmd=jump&wd=journaluri%3A%2832859117e41982ef%29%20%E3%80%8AReview%20of%20Financial%20Studies%E3%80%8B&tn=SE_baiduxueshu_c1gjeupa&ie=utf-8&sc_f_para=sc_hilight%3Dpublish&sort=sc_cited
http://xueshu.baidu.com/usercenter/data/journal?cmd=jump&wd=journaluri%3A%2832859117e41982ef%29%20%E3%80%8AReview%20of%20Financial%20Studies%E3%80%8B&tn=SE_baiduxueshu_c1gjeupa&ie=utf-8&sc_f_para=sc_hilight%3Dpublish&sort=sc_cited
http://baike.baidu.com/item/%E6%A8%A1%E5%9E%8B
http://baike.baidu.com/item/%E9%A3%8E%E9%99%A9%E5%86%B3%E7%AD%96

SRITE | ETEERS

"
1 ADPAUESS

TF SECURITIES

1. HuRgEit

The table presents summary statistics foe our sample: the mean and standard devianon of cach variable (Pancl A), and the correhations between them
(Pancl B), We compure the means, standand deviations, and correlations from the cross-section moath by month and reporr the tme-seies averages of

the i |

(ST

TK is the peaspect theory value of 2 stock’s historical rerum dissribution; the denadls of s constucnon are in

Section 2.2 of the main text, Beta is caleulated from monthly retums over the previous five years, followmng Fama and French (1992), Size is the log
market capiealization at the end of the previous month, BM is the Jog book-to-market rano. When the book value of equity s missing in Compustar, we

use data from Davis, Fama, and French (2002); cases with acgative book value are deleted. MOM is the cumulative retuen froms the saart of month 1-12
1o the end of month -2 ILLIQ is the Amibud (202) measure of illiquidity. REV is the return in month -1, LT REV is the cumulative retum from the
start of month &0 to the end of month t-13. IVOL i idosyncratic reruen volanlity, as in Ang er al (2006). MAX and MIN are the macsmum and the
negarive of the minimum daily reum in month -1, as in Bak, Cakscz, and Whitelaw (2011). Skew s the skewness of monthly returns from moath t60
to moath -1, EISKEW i expected idiosyncratic skewness, as in Bayer, Mitton, and Vorkink (2010). Coskew is coskewness, computed as in Harvey and
Siddique (2000) using five years of monthly rerums. The sample period runs from July 1931 10 December 2010, except in the case of EISKEW, where it

stants in January 1988 due to dara availabilicy.

Panel A. Means and standard deviations

TK  Bea  Swc BM  MOM 1LLIO REV _LTREV IVOL  MAX MIN Skew EISKEW  Coskew
Mean 005 116 1L03 006 015 058 001 080 002 006 005 066 047 A0
Stndard deviation 003 057 182 086 044 2518 0.12 158 002 006 004 080 0.47 0.24
Panel B: Correlations
TR Bera Saze BM  MOM  [LIIQ REV LTREV IVOL MAX MIN Skew EISKEW Coskew
™ 1
Beta <0.03 1
Size 0.36 .13 1
BM 0.34 0.05 042 1
MOM 032  -om 01 04 1
1LQ .25 008 .43 0.25 1
REV o 00 004 0om 002 1
LT REV 0.5 LIXIN a1 035 012 om 1
IVOL -0.31 026 049 0.21 058 014 013 1
MAX 0.2 024 O3 017 s ol 0,10 .88 1
MIN £0.29 026 042 [ERE ST 049 018 R 0nre 0.59 1
Skew ox 02 037 [ 007 020 003 (] 0w 025 0.24 1
EISKEW -0.21 020 -061 024 013 033 -003 007 044 035 037 039 1
Coskew 0.04 0,22 007 .04 -0,02 001 (L) (015 001 0.01 002 023 £).04 1

BEHRISIE . Review of Financial Studies, KXIEZEHZAT

3. SCIEDHT
3.1. B ARG
AN EBMSHRE S K25

AR IERRER . X—H89 KI5

27 10 H7,

270, BIRRER TK {ERT ARINARS

KW EEBER, BE

RS ERIEZMS . ZI7ESIRIE TK EIERE
#53\%”L‘I'%DDW%D%&R#'F%—&'M\E R=tER, NMSEIEn A

KRR ERS . BEMERAR S ERFZWERIER, TLUER TK ES5REWEZER

2; ERVEDW

(IZEBDRAIE 5 FRWEHIE )

“The wble repores excess reourms and alphas, on both an equal-weight (EW) and valuc-weight (VIV) basis, of portfolios of sicks sored on TK, the
prospect theory valuc of a stock’s historical remm distribution; the details of TK's construction are in Scction 2.2 of the main text. Each month, all
stocks are sorted into deciles based on TH. For cach of the decile portfolios, P1 (low TH) through P10 (high TK), we report the average excess retum,
4-factor alpha (following Carhar), S-factor alpha (Carhare 4-factor model augmenced by Pastor and Stambaugh's (2003) liquidi: factod), and

d rerurn

the case of the 5-factor alpha, where it starts in January 1968 duc o constraints on the availability of the liquidicy factor.

cd as in Danicl ct al. (1997) and denoted DGTW. The sample muns from July 1931 to December 2010, except in

P1 P2 P3 P4 Ps P6 P7 P8 PY P10 TR
low TK. high TK | lavehigh
Exccss returmn. EW 2,144 1.320 1.155 1073 0.996 0.988 0.925 0.904 0.889 0.798 1.346
(5.39)  (451)  (428) (428 (431) (448 (459 (450) (443  (3.50) .05
VW 1.216 0.969 0.909 0.903 0.752 0.703 0.679 0667 0.695 0.537 0.679
(5T (a8 (68 (9% (353 (.39 (AT (66  (3.09) (283 (262
4-factor alpha EW 1025 0.343 0.204 0.167 0.112 0.112 0.081 0038 0018 -0.210 1.236
05 @19y (339 (24 (22T 237 (L8%) (079 (034 (319 (6.83)
VW 0.405 0.261 0.242 0.318 0.141 0.098 0.098 L0055 D040 -0.218 0.622
@7 @) @7 GOh (189 (48 (80 009 @73 (566 @67
5-factor alpha EwW 1242 0.330 0.181 0.a7o 0.169 0177 0.135 0057 LMGG 05T 1300
(1968 onwrard) (498 (@82)  (219) @63 (303 (46 @261 (103 (106 (0T G.21)
VW 0.551 n1s 0.251 0.320 0.192 0132 0155 o1 Lexii i -0.155 0.706
@A) @76 @1 G2 @0 (6 @12 01 013 (217 @58)
DGTW EW 0.720 0.156 0061 0L.046 0051 0051 0037 0012 0046 -0.110 0.830
(656 @70 (142 (123 (151)  (150)  (L08) (032 (119 (223 (661
VW 0.255 0.077 0.096 0.113 0009 GG 0038 0044 0025 0,096 0.351
216 (102 (Le8) (2200 (18 (L6 (L1413 (076 (246 (2.65)
BHRIKIE: Review of Financial Studies, RNXIESFATFT

& 2 BEERERA,

, TK(EEEM

m, BESNEMTAGHERENRBE.

3.2. HiERFFIERIOEE M

M
E%i‘%ﬁﬁﬁéﬂé

ENEMHE TK BENKEXTS TK BENKES, MEES((K)
AIREBICMENEERFZVES HHEIIR (5 ) Bl
BHe. EREATIAIES-RE K EBEEGHOREFHKE, %

208
SHIGEBEN
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X—EoRIIEE 2 SRS, SRRl E—EoRERMISEREAER,
MFHERMPAB . FIENEENEE RIS ARER, S3TEEERRREXER TK
8, BRERNE 3. E 3 R\, ERMEEKENFFARR, WAkEEEaksE, B
FNEMTREHOWEENBE . RTIDFHER, ZEOENRAFENEXE. RE
WmEESZEFHITER, 9EET5 E—MoEENER, NMIET E—#orERF
YIERAIT R .

E 3. st

The table presents the results of several robustness checks. The right column reports the equal-welght (EW)
and wvalue-weight (V) 4-factor alphas of a long-short portfolio thar, cach month, buys (shores) stocks with
TK wvalues in the lowest (highest) decile. The first panel presents results for two subperiods. In the second
panel, we use 3, 4, or 6 years of monthly returns to compute TE. In the third panel, we compute T using
raw returns, returns in excess of the risk-free rate, and rerurns in excess of the sample mean. In the fourth
panel, we exclude stocks whose price falls below 35 in the month before portfolio constructon. In the fifth
panel, we skip a month berween the moment of TEK construction and the moment ar which we start
measuring returns. In the sixth panel, we use the probability weighting function proposed by Prelee (1998).
The sample period runs from July 1931 1o December 20100

TR
N W
1931 /07-1963,/06 1.252 0.459
Subperiods (4.35) (1.89)
1963/07-2010/12 1.211 0.634

(5.34) (2.81)

Past 3 vears 1.283 0674

Window for constructing TE (.72 3.77)
Past 4 vears 1.244 0.557

.79 (3.24)

Past 6 yvears 1.193 0.643

(6.56) (3.71)

Raw returns 1204  0.464

G489 @17

Other return measures Rewrns in excess of the risk-free rate 1.049  0.282
(6.31) (L6

Returns in excess of the sample mean 0.797  0.543

@om  (294)

Exclude low priced stocks price>=3% 0373 0365
(371 (2.85)

Skip a month 0779 0299
(458 (1L806)

Alternative weighting function Prelec (1998) 1238 0.530
(6.89)  (3.26)

BEHRISRIR: Review of Financial Studies, KXEERTHT
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3.3. Fama-MacBeth &3l
EiX—EBa e, FAEIEA Fama-MacBeth FFiERIEAN M A, iZ AR REDS
S HIFTUNIETRAT, TLAE S TK ERIFNEEST » Fama-MacBeth FiABERERWZFIE
B MERZERETSHT, KIQIUE TK ERTRNIEES .
4; Fama-MacBeth B35

The table teports the tesults of Fama-MacBeth regressions. TK is the prospect theory value of 4 stock's historical return dlstrbution; the detals of it
construction ate in Section 22 of the main text. Beta is calculated from monthly returns over the previous five years, following Fama and French (1992,
Size i the log market capitalization 4t the end of the previous month. BM is the log book-to-market tatio. When the hook value of eqity is missing in
Compusta, we use data from Davis, Fama, and French (2002);cases with negative book value are deleted. MOM s the cumulative return from the star
of month t-12 to the end of month -2, ILLIC) is the Anubud (2002) measure of iliquidiy. REV is the return in month -1, LT REV is the comulative
teurn from the start of month t60) to the end of month t-13. IVOL i idiosyneratic retum volatlity, as in Ang et al. (2000), MAX and MIN are the
maximum and the negative of the minimunm daly seturns in month t-1, a5 in Bal, Cakict, and Whitelaw (2011). Skew i the skewness of montbly returns
from month 60 to month t-1. EISKEW is expected idiosyneratic skewness, as in Boyer, Miton, and Vorkink (2010). Coskew is coskewness,
computed a5 in Harvey and Siddique (2000) using five vears of monthly sefurns. The reported coefficients on Beta, Size, BM, [LLIC), and LT REV are
scaled up by 100 The sample period runs from July 1931 to December 2010, except in the case of EISKEW, where it starts i [anuary 1985 due to data
avalabilty. The t-stastics are Newey-West acjusted with 12 s

Controls Skewness Controls
O] @ )] @ (3 (©) U] ®) )
TK -0.107 -0.108 -0.059 -0.050 -0.043 -0.043 -0.046 -0.067 -0.043
(-3.77) (-4.94) (-3.07) (-2.60) (-2.16) (-2.18) -1.92) (-2.28) (-2.16)
Beta 0.132 0.166 0.192 0.240 0.243 0.249 0.480 0.243
Ly (12 (140) (199 @) @) 259 200)
Size -0.132 -0.125 -0.078 -0.097 -0.089 -0.092 -0.066 -0.092
(-4.07) (-3.65) (-2.44) (-3.38) (-3.29) (-3.55) (-1.949 (-3.27)
BM 0.151 0.203 0.177 0.126 0.127 0.112 0.121 0.124
27 (3.44) (3.06) (2.26) (229) (2.03) (1.31) 227
MOM 0.010 0.009 0.009 0.008 0.009 0.008 0.005 0.009
099 (647 (673 (639 (647) (6.30) (3.44) (655
REV -0.079 -0.079 -0.078 -0.081 -0.082 -0.053 -0.092
(-16.39) (-16.28) (-15.20) (-16.47) (-16.02) (-9.64) (-15.85)
ILLIQ) 0.286 0.597 0.622 0.631 1.299 0.620
(2.37) (4.90) (5.08) (5.20) (6.88) (5.11)
LTREV -0.041 -0.039 -0.035 -0.000 -0.033
(-1.40) (-1.31) (-1.70) (-0.04) (-1.13)
IVOL -0.138 0.068 0.067 0.073 0.068
(-4.27) (1.43) (1.43) (1.03) (LA4)
MAX -0.036 -0.036 -0.022 -0.036
(-3.45) (-3.42) (-1.36) (-3.45)
MIN -0.059 -0.060 -0.093 -0.059
(-4.50) (-4.61) (-6.72) (-4.56)
Skew 0.013
(0.30)
EISKEW -0.194
(-L.61)
Coskew -0.039
(0.41)
N 954 954 954 954 954 954 954 276 954

BEEIKIR: Review of Financial Studies, KXIEZEZET
4 R AEEFRHERFHTENEAS, RBPAMEEEFESHFNIER,
TK EMEEEENTRNRZEKZEET. NE 4 BTLEY, FEXBWES (REV) X TK &
BEENFMN, BEfEirEEx K BNEMHAEE, NMmikBEAEERIEEE #20E
TK ERNFRNEED, B85 (1K) siIsBieMENTERZWES HHBEEIR (B ) B

=
I o

4. &g

ANEBEBIIRIBICSRBWEKRER, IERREICEETNRRKZAIEE
HRIZRLKRIEWIREN, ERFOERRRESEWESH, MIXFOHHEIRIES
iR, ABIREFRZAEN. Fama-MacBeth B3 HESLIEAR, IELTRISEICMN
ESRENHZEEATDHXR, MEES (1K) AIREEMHENT EREVES HHE
2R (5) BFEER.
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MHEARIRE: Time-Varying Liquidity and Momentum Profits, Doron Avramov, Si Cheng,
and Allaudeen Hameed, Journal of Financial and Quantitative Analysis, VOL. 51, No.60

HFEE: BEIAN, ShEBERmEKFE, EFENENER, BEHET
E%Emmﬁm%%ﬁﬂ ENTEE. M, AXERMEHEETREEMNERREET

R FESIREEEESHINE . WIIRAEHRRIMERE . ZWIEER ., K
ERESRRMER. M, HHSERaIEK R RERUERN - T HhizRRH
WRENMEKTE . RIRR T IERBHON @ SHimRatKFEMERRNKNER, F
BIFBRT B XRERER,

1. &

BIREFIEICEKRE, AHHRIEREN, EFREENNPRXRZRERBFIKFESEK,
XKFEREEMINFSIUHBIESL T AR, AT ERAMHRRENEKENEF M,
RN RFGEHAR T iRt SHENRRITZENXR . ZFTLUSHR By eiieEah
EVMIXE—NENRE, REATERE . FER KRN ERE, FEEZHTFERER.

NRMEREK R TEFRORS, ZIERLEAEE, shERkEKEFIEminIERan
MIKERIZEBIEREXKXR ., A, AXEINEGEER, BIIZEZRNEZNREXXEK,
LR, SHBRmKEESS (1K) B, sh2RBHRES (1K),

AT Amihud (2002) FHiXZIEHIHIERENE, EIFEREE, £mHiBIERD
MKSEEEM 1 MrEE, SIEREEBRNFIEED 087w, FEH, shERKSEmHIFIE
MENMKEZBNRIBXXE DT, ki, AXSIABINHIEEETIHRSHHIRRK
itiE, SIERBSRINEZBNXRKASIREN. 25 Corwin 7 Schultz (2012 )
B ENETHIHIERDMEKER, BRIZUNER. J[R(IIEHERRFERATN, IER
K FRITIUM R AR B ER, XFHR, XERINABRFNGEHA/NEBLHER
IMEMERIRE,

NELERNENE . FRAESZEORMMEKFENER. ENEFTE. BEIEH
ETE5|INEE, RANARDERBSEHIRNMPKFEZENXR., &E, (EEBER
I RERM. BE, B2ITRUNER,

2. EUEfA
2.1. HEASEE

HEARBIET NYSE. AMEX. NASDAQ E/HIFFERRE, AJEERA 1928.1-2011.12,
2.2 1 BES

SR8 Daniel 1 Moskowitz (2014 ) B9 EWEIREAS, TRM t ¥, RI\BIEE 11
MBEREIRERERF, BRIERRKRES S 10 MEE. meﬂﬂlfﬁﬁ%ﬁﬂﬁﬁj\ﬁ t-12 E t-2,
ﬁl&%ﬁ”ﬁﬂﬁﬁx‘ﬁf— NEmRART t-1 B. BRESRNTREARFT EHBRENS IR,
Hep, EiRX&S (€) 10%09RZMEAM (W) EEE. AEEiRESESHREZ
%$EU$1E7JDW¥1’J{EQ

MERKEIANMEES, EHMEARS.

2.3. Rt E

NTFHEREE, B 5 BHTENMNESHEFANSGITE. SIERBROKEN WML,
BEE 10 5HE 1 BKEZE. Amihud (2002) IERINMEE X

ILLIQ;, = [Zd=1|Ri,d|/ (Pa % Ni,d)] /n
HinzrEBRRZHEBH, (R |RRRIECKBESFNEIIE, P RRFRK
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TABLE 1
Descriptive Statistics for Momentum Portfolios and Market States

and NASDA

( o
Newey=West (1987) adjusted t-statistics

ious
are reported below in parentheses. *, **, and *** rﬂnateslgnlcanl:e at the 10%, 5%. and 1% levels, respectively.

Panera. entum Decite Portfolios.
1 (Loser) 2 3 a s 6 4 3 £} 10 (Winner) L
Faw Retn (in %) 0.201 o. 0.70 o0.833 D821 0.900" ©0.087" 11027 1168 707 11707
(0.95) (2.89) @17 (3.84) (a.58) :43—4 (5.39) (s04) (5.88) (6867) (a84)
CAPM Alpha (in %) -0.926" 0388 —0.290" 0113 -0084 o118 02547 02997 05727 14977
(-6.26) (—a73) (—3.18) (—1.45) (—1.26) ©12 (1.96) (5.05) (4.49) ©67) (817)
CAPM Beta 13327 147 1.007" 1 1.024 0.986" 0.931 0.966" —osas
(877 (1423) (15.12) (19.12) (19.71) (2& gg\ (39.99) (38.10) (24.76) (11567) (—208)
3-Factor Alpha (in %) —1.105" o520 —0.386 —o0 1887 1457 0110 o 0317 06247 17307
-a71) (=5.09) (—4.08) (—2.58) (~2.45) Comsr (1.90) 513) (437) (6:65) (929)
AR(T) o185 . 148 0.424 0.123 0.104 o.407 o058 0.8 0.085 o088 0085
Sid. Do (Faw Roturm) 9883 8217 7.008 6502 Bo21 5879 5584 5423 5735 6562 7952
Sharpe Ratio 0.000 o049 0057 o083 o087 o0.104 0124 0149 o152 o17e 0148
nformation Ratio —o.183 —o.103 —0.006 —0.048 —o.038 o0.003 0.086 0138 0138 0164 0203
Skewness 0.143 o018 —0.086 oz14 —0.106 0265 0529 —o.7e0 —005. —6.252
ey 8387 a6zs 1864 1183 1.180 1038 0827 0586 o781 2170 —6217
Panet B. Corrslation among Market States
WL MKTILLIO Down MKTVOL
WL 1.000
MKTILLIO —o2s8 1.000
—o.129 0327 1.000
MKTVOL —oi1zz = o.azz 1.000
Panel C. Autocorrsltation of Market States
whL MKTILLIG Down MKTVOL
AR(T) 0. 0.894° 0875 0719
(.01 (22.05) (28.80) (14.82)

ERISEIR: Journal of Financial and Quantitative Analysis, KXIEZSFAZET
HMNEAFRRRAGHFIRNEKFEERBE . TEMEASILLIQEN 84,
BEXEMMESHESS,
RIGEFE N T HIHARRMEIKFE, MKTILLIQ -, , BTHIZFIBRFRIERMNEKFEHE
IESE; ATHZEIRWEZE, DOWN,_,, XEITERFENHIHLEIREAREE 1; £
TiAKNEE, MKTVOL,_,, B CRSP MIFHEHA t-1 B HERENINEE.

3. THERIEWEEAORT T4FAE
3.1. EFMEmENKREEESER
AT ERES DR MENHBERRSHNER T, miaIERaE a2 RIS ES
RBBREMR. MFEREIRGENT.
WML, = ag + ByMKTILLIQ,_; + BoDOWN,_; + BsMKTVOL,_, + c'F, + e,

Hehr{X Fama-French =EF, BREFBEIRLER (AXKRTIE ). EIEFSHFRIZE
R2UE 6 Fi=.
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TABLE 2
Momenturn Profits and Market States

Panel A of Table 2 presents the results of the following monthly time-series regressions as well as their corresponding
Newey-West (1987) adjusted t-statistics (reported below in parentheses):

WML, =  og+ B MKTILLIG,; + BDOWN,_, + SsMKTVOL,_, + &'F; + &,

where WML, is the value-weighted return on the WML momentum deciles in month ¢; MKTILLIC,_, is the market illiquidity,
proxied by the value-weighted average of stock-level Amihud (2002) illiquidity of all NYSE and AMEX firms: DOWMN,-4
is a dummy variable that takes the value of 1 if the return on the value-weighted CRSP market index during the past
24 months (t =24 to f=1) is negative, and 0 otherwise; and MKTVOL,_, is the standard deviation of daily CRSP value-
weighted market return. The vector F stacks Fama-French three factors, including the market factor (RMRF), the size
factor (SMB), and the book-to-market factor (HML). Panels B and C report similar regression parameters, where the
dependent variables are the excess value-weighted portfolio return in loser and winner deciles, respectively. The sample
period is 1928-2011. 7, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.

Variable Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model B
Panel A. Momentumn Frofit (WML) Regressed on Lagged Market State Variables
Intercept 1.730™* 2.049™ 2.1e8 " 3123 2284 2826 3.035"* 2,789 "
(9.29) (9.57) {10.50) (6.86) (11.44) (6.49) (6.97) {6.62)
MKTILLIQ =0.350""" =0.290"" =0.280""" =0.253""
(=4.28) (=3.05) (=2.82) (=2.41)
DOWN —2.405"" —~1.584* —1.656™" =1.240°
(=3.44) (=1.96) (=2.94) (=1.87)
MKTVOL =1.592"" =0.961" =1.146"" =0.688
(=3.23) (—1.85) (=2.55) {—1.38)
RMRF —0.387*  -0.373"  -0.393" 0391 -0380"" -0.378"" -0.394™" -0.382°"
(=3.42) (=3.27) (=3.37) (=3.40) (=3.27) (=3.27) (—3.38) {—3.28)
SMB =0.247" =0.213 =0.224" =0.231" =0.204 =0.210 =0.219 =0.204
(=1.80) (=1.58) (—167) (—1.88) (=1.52) (—=1.54) (=1.62) {=1.51)
HML =0.665"" =0.509"" =0.659"" =0.667"""  =0.606""" =0613"  =0.682"" =0.615"""
(=3.57) (=3.68) (=3.62) (=3.66) (=3.68) (=3.71) (=3.67) {=3.70)
Adj. R? 0.232 0.254 0.248 0.247 0.238 0.259 0.232 0.261
Panel B. Excess Loser Portfolio Aeturn Regressed on Lagged Market State Variables
Intercept  —1.105""" =1.287""" =140z =1.939"" —14g2"" =1.775"™  =1.875"" =1.748"""
(=B.71) (=B.98) (=9.99) (=6.26) (=10.56) (=5.68) (=6.35) (=5.81)
MKTILLIQ 0.199™* 0,154 0.154™ 0133
(4.08) (2.51) (2.45) (1.93)
DOWN 1621 1.186"" 12171 0.993**
(3.14) (1.99) (2.76) (1.98)
METVOL 0852 0.605 0.626" 0.386
(2.64) (1.41) (1.93) (1.08)
RMRF 1.390™* 1.383" 1395 1.393*" 1.388*" 1.388*" 1.385™ 1.389"*
(20.22) (20.02) (19.48) {19.69) (19.51) (19.58) {19.38) (19.36)
SMB 0514 0.495™ 0498 0.504"* 0.487%* 0.493* 0498 0487
(6.07) (5.73) (5.92) (5.88) (5.71) (5.70) (5.84) {5.69)
HML 0.373™ 0.335™ 0388 0374 0.341% 0.344™ 0.371™* 0.34™
(3.02) (3.05) (3.05) (3.07) (3.04) (3.06) (3.07) (3.05)
Ad). R? 0.783 0.787 0787 0.786 0.783 0.788 0.788 0.790
{continued on next page)
TABLE 2 (continued)
Momentum Profits and Market States
Variable Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8
Fanel C. Excess Winner Portfolio Return Regressed on Lagged Market State Variables
Intercept 0.624" 0.763" 0.768" 1184 0.8z 1.051** 1180 1.043"™
(6.65) (7.39) (7.11) (5.90) (7.89) (6.05) (5.89) (6.06)
MKTILLIO -0.151* -0.136"*  -0.125°" -0.120°
(=3.27) (=2.87) (=2.61) (=2.48)
DOWN =0.784"" =0.398 =0.445" =0.247
(=2.78) (=1.31) (=1.68) (=0.85)
METVOL =0.639™" =0.356" =0.520"" =0.302
{=3.19) (=1.75) (=2.53) (=1.53)
RMRF 1004 1.010% 1.002 1.002"" 1.008"* 1.008** 1.001™ 1.007
(19.58) {19.39) (19.17) {19.55) (19.32) (19.43) (19.39) (19.41)
SMB 0.267"" 0.281"* 0.274* 0.273™ 0.284* 0.283"" 0.278"" 0.284"
{4.05) (4.49) (4.29) (4.25) (4.58) (4.51) (4.34) {4.55)
HiL =0.292 =0.264"" =0.290"" =0.283**  =0.265""" =0.269"  =0.292*" =0.269""
(—4.04) (=4.17) (—4.10) (=4.17) (—4.18) {—4.23) (=417} (—4.21)
Adj. R? 0.757 0.763 0.759 0.761 0.764 0.764 0.761 0.764

BEISEIR: Journal of Financial and Quantitative Analysis, RKXIEZSFFTRET
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Panel A ERER, EHHIERMEKFESHERKKRZ BREXXRIE—H.
RBEWN., MBZTEMKTILLIQ;,_,HI55TZTEDOWN,_ SMKTVOL,_HIEREREN

AEEIEABRENBEMEASSHEERS, BEIRNSER Panel B # Panel C Az,
MAIERINMEKFEMKTILLIQ; , NEHAEMEHSHNEEER 0.133 £ 0.199, MM
EREGNTEER-0.12 £-0.151, HENEE., ME, MEENIERNMENRMNER.

3.2. IAN XIS AIRNG

BXARKE, HERBESRRFEZIIRAMEREFRE . AXGH THER
B SRR FZ BRIEXRBER i) K—U—Lﬂﬁ%’ih o
AXESEERNEFURENEBAS, EHTEEDHT, BRMKTILLIQ  RARE
ZERUNE 7 o
B 7. WapttRbehzAshE R zs

TABLE 3
Momentum Profits in Liquidity-Beta Neutral Portfolios

In Table 3, stocks are first sorted into quintiles according to their lagged liquidity beta. Within each liquidity-beta group,
stocks are sorted into deciles according to their lagged 11-month accumulated returns to generate 50 (5 = 10) portfolios.
Value-weighted portfolio returns are calculated after skipping one month following the formation period, and the loser
(winner) portfolio return is the average return on the bottom (top) past the 11-month return decile portfolios across the
five liquidity-beta groups. Table 3 presents the results of the following monthly time-series regressions as well as their
corresponding Newey-\West (1987) adjusted f-statistics (reported below in parentheses):

WML, = o+ B MKETILLIQ, ¢ + B2DOWN,_; + BaMKTVOL ., 4+ c'F + &y,

where WML, , MKTILLIQ,_,, DOWN,_,, MKTWVOL,_,, and vector F are defined as before. The liquidity betas of each stock
are estimated as the exposures of the stock to the liquidity factor with a five-year estimation period. Specifically, excess
stock returns are regressed on Fama-French three factors and the shock in Amihud (2002) market illiquidity, defined
as the residual of the logarithm of market illiquidity in an AR(1) process. The sample period is 1931-2011. %, **, and **
indicate significance at the 10%, 5%, and 1% levels, respectively.

Variable Model 1 Model 2 Madel 3 Model 4 Model 5 Model 6 Model 7 Model 8
Intercept 1,678 1.904"** 2055 2793 2. 129" 2561 2 689" 2503
(9.19) (8.92) (2.73) (6.15) (10.61) (4.43) (5.09) (4.46)
MKTILLIQ —0.251"*" —0.196™" —0.191*" —0.168"
(—3.04) (—2.05) (—2.22) (—1.91)
DOWMN —2.040%" —1.486" —1.467**  —1.218"
(—3.20) (—1.78) (—2.62) (—2.48)
MKTVOL —1.204"" —0.azs —0.859 —0.520
(—2.45) (—0.95) (=1.62) (—0.84)
RMRAF —0.378%  —0368""" —0.382" —0378"" —0.373"" —0370"" —0.381"" —0.374""
(—3.33) (=3.19) (—3.27) (=3.27) (—3.18) (—3.07) (—3.25) (—3.05)
SMB —0.282* —0.257" —0.263"" —0.266"" —0.249" —0.253* —0.258"" —0.248"
(—2.13) (—1.96) (—2.03) (—2.01) (—1.92) (—2.16) (=1.97) (—2.12)
HML —0.721***  —0673""" —0.715" —0.7F24** —0679"*" —0686"" —0.719"° —0.688""
(—3.68) (—3.76) (=3.71) (—=3.76) (—3.75) (—4.18) (—3.76) (—4.15)
Adj. A2 0.256 0.268 0.266 0.265 0.272 0.270 0.269 0.273

BRI Journal of Financial and Quantitative Analysis, RRIEEFFFIET

3.3. MESIERDEEE

REWMEERRVIERDMKFSTHER, RNEXNE, REZEANESFES
MTE(IENNAERMAF . BMEARIEHERIERDIKFHSH, WEER
FEUERERME LRMEMIXSESHINE . BANERBINMESE, ZHWESA,
SEE EMEASWERZ BIFRNEKFERKE, HERBITEREERAMEE.

, Amhimnatk SRR, &E A2 ERMMERIFAERE.

ATWIERR, SINERNMEEENHTS, EXUWT:

ILLIQGAP,_y = ILLIQwnNERt-1 — ILLIQLosER,t-1

HAILLIQwinngr,e-1 (ILLIQuospre-1 ) 2HE (W) HHESAFHIERANMEXKTE. @3
£55RA0ME 8 B
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TABLE 5
Momentum Profits and the Cross-Sectional llliquidity Gap

Table 5 presents the results of the following monthly time-series regressions as well as their corresponding Newey-\West
(1987) adjusted t-statistics (reported below in parentheses):

WML, = op+ 5 ILLIQGAP, ; + B2 MKTILLIQ,_; + BaDOWN,_; + ByMKTVOL,_; 4+ c'F, + &,
where WML, MKTILLIQ,_;, DOWM,_;, MKTVOL,.;, and vector F are defined as before; ILLIQGAP,_; is the portfolio
iliquidity gap between winner and loser momentumn deciles; and the portfolio illiquidity is proxied by the average monthly

equal-weighted stock-level Amihud (2002) illiquidity during the portfolio formation period (=12 to t=2). The sample
period is 1928-2011. %, **, and *** indicate significance at the 10%, 5%, and 1% levels. respectively.

Variable Model 1 Model 2 Madel 3 Model 4 Model 5 Model &

Intercept 1679 1.708"" 2.003" 2.993" 2745 2743
(9.29) (13.87) (9.09) (7.31) (5.92) (5.98)
ILLIQGAP 0.184** 0.101" 0.149" 0.098" 0.030
(4.45) (2.24) (4.27) (2.44) (0.46)

MKTILLIQ -0.338" —0.246** —0.220"*
(=9.40) (=3.52) (=2.97)

DOWN —1.390"" —1.019" —1.072*
(—4.89) (—2.25) (—2.43)
MKTVOL —1.185"" -0.731 —0.748
(—3.08) (—1.18) (—1.23)

ILLIQGAP » MKTILLIQ 0.009*
(2.03)

RMRF —0.403*** —0.405** —0.391"* —0.411"* —0.399** —0.399**
(=361) (=3.63) (=3.48) (=3.53) (=3.39) (—=3.39)
SMB —0.238" —0.237* —0.204" —0.211" —-0.196 —0.202
(=1.82) (=1.93) (=1.76) (=1.66) (=1.60) (—=1.62)

HIML 0,650 —0.646"" —0.584" 0,645 -0.600" —0.538""
(=3.60) (=5.34) (=5.81) (=5.56) (—5.85) (—5.85)
Adj. R# 0227 0.229 0.249 0.247 0.255 0.255

EHEIKIR: Journal of Financial and Quantitative Analysis, KXIEZEHFET

Z£RKE, HehpRtKFIEREE, WMEASHEEZ BNREIMEEER

MK, HempRotEzen, HETFHREASHKEEL, ElEHESHIKEAR,
H I ERIEAOWESIZIN; HLHIBRMEREN, ERMERMLN. $£—, mZRa
TERETRENEHE; £, YUHHFHESNERAESZERIEEET X, WEAHE
BIREEENKE, SHETMEHSHHERKBIRVEESIR,
3.4. KATNNERR

EXED, MR T SHEARETAANTN, ERMEKFEEEBER. ARERE
B, IERENMEKTF MKTILLIQ SHERKBKEZ BRXRKAREEN . IEATETEIER
MK ERIRR RN .

9: AATRNESWSTHAIRSEE

TABLE 6
Momentumn in Big Firms and Market States

Table 6 presents the results of the following rmonthly time-series regressions as well as their corresponding Mewey-\West
(1987) adjusted t-statistics (reported below in parentheses):

WML, = g+ BMKTILLIQu.; + BoDOWN o + BaMKTVOL, . + ¢'F, + &,

where WML, MKTILLIC,_,, DOWN,_,;, MKTVOL,_,, and vector F are defined as before. At the beginning of each month
t, all common stocks listed on the NYSE, AMEX, and NASDAQ are sorted into deciles based on their lagged 11-month
returns (formation period is from t =12 to t = 2, skipping month t — 1). For each momenturn decile, big stocks are above
the NYSE median based on market capitalization at the end of month t = 1. The sample period is 1928-2011, and all
portfolio breakpoints are based on NYSE firms only. *, **, and *** indicate significance at the 10%, 5%, and 1% levels,

respectively.
Variable Model 1 Model 2 Model 3 Model 4 Model 5 Model 6 Model 7 Model 8
Intercept 1.569" 1.856% 1923 2628 2030 2,340 2 555 2311
(8.38) (8.96) (8.71) (5.97) (9.64) (5.33) (5.98) (5.37)
MKTILLIO —-0.315"~ =0.271""  —0.271" —0.250""
(—3.45) (—2.79) (—2.62) (—2.37)
DOWN —1.93g™ —-1.171* —1.391**  —0.980°
(—3.43) (—1.86) (—2.75) (—1.79)
MKTVOL 1211 —0.599 —0.836" —0.384
(=2.77) (=1.09) (=1.94) (=0.75)
RMRF —0.364"*  —0352""  —0370"" —0.367"" —0357"" —0355™" —0370"" —0.358""
(—3.09) (—293) (—3.08) (—3.07) (—2.04) (—2.93) (—3.06) (—2.94)
SMB —0.022 0.008 —0.004 =0.010 0.015 0.010 —0.000 0.015
(—0.18) (0.06) (—0.03) (—0.07) (0.11) (0.07) (—0.00) (0.11)
HML —0.630**  —0571** —0G25* —0632* -0576™ —0580"" —0628* —0.581*
(—3.17) (—3.29) (—3.21) (—3.25) (—3.29) (—3.31) (—3.25) (—3.30)
Adj. R 0.201 0.2 0211 0.211 0.224 0.223 0.215 0.225

BHRIKIE: Journal of Financial and Quantitative Analysis, RKIEZSFFIET
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4. Hit

AXEBEMEFERE . BEEHFTESINGE, FRER, mHiERmMKFES
HNERBKEABXXRESE . &, FEBEAT AZM. B, B2 TXRMUNER.

5. B4

RXHAR T HimRESHERBRI G ZBKR, BT —FARRIESERNE
AR - IRRLMEERIE, siERBW Sz ERaMKEMIZRIERX KR . A,
RXEREHZRAMKFERES (€) B, pEREOFIES (K). FEXFHXRZ
ToiEr.

DAL BB SE S 4 EARKERISTAR

BHREF: RRNROESEEIRGEE?

M#ERKIR: Yufeng Han, Guofu Zhou, Yingzi Zhu. A trend factor: any economic gains
from using information over investment horizons. Journal of Financial Economics 122 (2016)
352-375

HEFEE. XEMET MBS, REIIKIBRMESHESEF, FLUB
ESEINRN AEMBEEBREFROWNE . XNENTIEERKRPEBEFRHSELE
N 047, BEARERE T SIERFHIKEREEFHORES, FEEBEZ TiREHak.
GRS, XESLIFGIRRE: ERAMEESHE, BEEFRURBMERERS.

1. 3|5

B, A=MREMNMEENRERSERFELERE, SIR2EHREMN. SIEN
RFAMKHEAR RN . BRIFNAREEZEET T HE—MRENHPR S B ST =M SR FR
—HN . BRA, REILUEE=MIRNHRESIERINEESIRGEFRNE?

AL, MERE—IEBESRHER. PHNKBNEESHEEEF. FETX
ZHARNRFEETTE, RIBEESENRESHEERIERINESEF. X
MESERETEZE 3 REIZIA 1000 REBNFHRM (MAs ), FLULIRISTRHAKE . 7
H AT ENMENBEITFIYREETRUREKE? TEE=1T12H., £—, ATEZERHE
NEFRHARREIE S BHR N AR AT A RF R EH SEUS AR BT AT
REME; B, WSMRRAEFNESZBERBN RN T BHIHEBFHELRE
RE; B=, IFSLIEERRBBENTFIIRMNBEBTNNAR KR Z S

2. BHEAET

2.1. ¥UE

AL 1926 F£1 B 2 HZE 2014 £ 12 B 31 HHBRENEITEER BAROBHFE
WIRNES. BEREERRGES . BHr-iREETES. BUGKES. EEFREIER
LARSNERRZELIYS, TERLESEIE R EEIES B ERFINETAT FRrEENRE,
LeAh, AR AR T BN TE 5 SSTA TR EFINENA T hiAFHER/NY 1/10 FIRRE,
2.2. 5i%ie

AXA=MAEARGEREFE: WEXNIETRERSR (SUE ). FBSHIBFRNAITR
FEWAETREAZR SR ( SUEAF) FIRITIEIEEIE ( CAR ). SUE AERIZRLLEWES E—
FRZERPBRMNZLL . SUEAF AERIKESSITITIINNEES t—FFAZERRMN
2. CAR BRAEHAIGERENK SRS FEAHAKERNEE.

FEFE, SUE fl SUEAF FESRNENEAEBEMEX, M CAR XeZRatE. X
RAXEESRENTM,. ATHSERRT, RIIEEITEEERERSZBNBFEY
B, HEMNA.
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Hep, P/, ®xRE | At BEE—MRXZH d WKEN, L 2HENH. AERINE
fgiﬂzﬂﬂx{ﬁ# THRE,

P
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jt.L

ETR, HMBoWIMEEMNSRMERENG. $—, BIIBRBUTERESEIR
FIIRINESHIFREL.

rj't:ﬂovt+zﬂi,lAjt—l,Ll+gjvtv j:]_,‘..,n

Hep, r, ®FRE | £t BRWER, g, Fiva L EBE ?‘tﬁﬂﬁ%?ﬂ, B, 7=
~t BROEEE, n AREH. B, ?*Z{IJF’%FHU\'FH,HEVH+1EI’JHH£H$Z

E [rJHl z Et[ﬂi,t+1]Ajt,Li

Hep, E[r, ] &77RE | £t + 1 BIUIUATEAKE, E (8,1 F~sEL BB ES
1E1‘I‘E’JHH BRE, HItBEAXA

Et it+1 :_zﬂlt+1m

WME, HAIREEBBEF. RIERENSHEKRRZHIVSHFENRES LENMEE
XEAEGRENELEHBBRENEE, #ﬁ'ﬁ%f%ﬁﬁéﬂﬁmfﬁA'—iﬁi{EﬁﬁﬂéqﬁlmEﬁuﬁlm
R EENNEBRFIRE. I, FIVEINPERFRSNASHEHEK R
RES
2.3. ZitEAR

NI ERBESTEITHEIR RS, FHAISABIFFAR 1000 XFIEER 12 ME.
MEMNBEBHREARR R/ 1930 £ 6 BFFAHY 1015 NE . #8HEFAEME FROfEER
é}ELJrE’J ERUNE 10 FT7R.

g 10; E#HETPHEMGE OS5I

The trend factor and other factors: Summary statistics.

This table reports the summary statistics for the trend factor (Trend), the
short-term reversal factor (SREV), the momentum factor (MOM), the long-
term reversal factor (LREV), and the Fama-French three factors including
the market portfolio (Market), SMB, and HML factors. For each factor, we
report sample mean in percentage, sample standard deviation in percent-
age, Sharpe ratio, skewness, and excess kurtosis. The t-statistics are in
parentheses and significance at the 1% level is given by ***. The sample
period is from June 1930 through December 2014.

Factor Mean (%) S5td dev (%) Sharpe ratio Skewness Excess kurtosis

Trend 163 345 0.47 147 1.3
(15.0)

SREV 079+ 3.49 023 0.09 8.22
(7.21)

MOM 079 7.69 0.10 -443 407
(3.20)

LREV ~ 0.34%* 350 010 2903 2438
(3.00)

Market 0.62%* 5.40 012 027 8.03
(3.60)

SMB  0.27+ 324 0.08 2.04 19.9
(2.63)

HML 041+ 358 0.1 215 18.0
(3.64)

FERIRIR: Journal of Finance, KXIEHHAFFT
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ME 10 JLAB L, BBEFHOFIKES 1.63%, LFSEMEFIRE (REHR
RRFHNEREF ); BBEFOREER 3450, HEERTFRHERFLUIMNMIEMEEERE
F; Lo, BBREFNEELLEN 047, EETHMEEF

B, NEXGETESFRNRENERT, BBEFHIEMEFROBRRITRIE
e, GERUNE 11 B

11; ENFHIFES R NGRS R FMRtE FRoER s

The I:ren:l factor and other factors: Recession periods.

This table reports the summary statistics for the trend factor (Trend), the
short-term reversal factor (SREV), the momentum factor [MOM ), the long-
term reversal factor (LREV), and the Fama French three factors induding
the market portfolio (Market), SME, and HML factors. For each factor, we
report sample mean in percentage, sample standard deviation in percent-
age, Sharpe ratio, skewness, and excess kurtosis for the recession periods
in Fanel A, and for the most recent financial crisis period dentified by
the MBER in Panel B. The t-statistics are in parentheses and significance at
the 1% level is given by =*. The sample period is from June 1930 through
December 2014,

Factor Mean (%) 5td dev [X) Sharpe ratio Skewness Excess kurtosis

Panel A: Recession periods

Trend 234 5.05 046 102 573
(6.38)

SREV 120 540 022 0.85 3.35
{3.05)

MOM 020 115 0.0z -5.20 76
{0.25)

LREV 049 415 0.1z 125 B.22
[159)

Market —0.67 824 —0.08 0.50 300
[-113)

SME 0.02 332 0.0 0.54 2.M
{0.08)

HML 018 51 003 209 199
(0.48)
Panel B: Financial crisis { 12/2007 - 06/2009)

Trend 075 5.06 0.5 083 0.28
{0.65)

SREV  -082 566 -014 -0 ~11
{-0.63]

MOM 338 13.4 —0.29 —142 177
(—1.26)

LREV 003 173 0.0l 019 —012
{0.03)

Market —2.03 plivi —0.29 -021 -024
(-1.25)

SME 0.63 250 0.25 025 -0.79
(110}

HML D44 183 -on —0.83 0.57
(—0.50)

BRIKIE: Journal of Finance, RKXUESFRFR
ME 11 afLAEH, EFEARESEFRFEKR SRR AEIES, M
BEEWREARALRT; FaHNEHE, SRERRFHOFIRRTIESLERS IR 0.75%
#00.15, {EEFRIUPIETF FEHMEF .
2.4. BBEATFSHEEFOER

E 12 iRETERERFHNERFRSTEHSHNERRITER
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Comparison of rrend and momenrum,

This table compares the long and short portfolios of the trend facror and momenmuim facror. respectively. The summary staristics are reported for each of
the long and shor portfolios over the whole sample period (Panel A), the recession periods (Panel B). and the expansion periods (Panel C) identified by
the NBER. A one-sided rest of equal mean berween the long (short) porifolios of rhe trend facror and momenmim factor is repored in the rable labeled
as Differ, For the long pordolio, the test is Hy ; Py = bhgm: Hyopdy = b Tor the short portfolio, the testis Hy © g, = pd e Hi o, < pig,, where
the subscripes ord and mom denote the mend and momentum facrors, respectively; superscripts [ and 5 denote the long and shom pordolios, respectively.
The last column (Corr) reports the correlation between the long (short) porcfolios of the trend factor and momentum factor, Significance at the 1%, 5%, and
10% levels is given by **, *, and *, respectively, The sample period is from June 1930 through December 2014,

Portfolio Mean (%) Sud dev (%) Skewness Excess Kurosis Differ (%) Corr

Panel A; Whole sample period

Trend long 193 752 058 103 012 088
Momentum long 181 737 018 B.E7
Trend shom 031 6.86 0.56 138 —07 1 0.84
Momentum short 102 1nz 242 250

Panel B; Recession periods

Trend long 075 13 0.5z 578 0,80 0.87
Momentum long —0.05 B53 -033 387
Trend shom -159 102 114 13 —133% 0.91
Momentum shart —026 16.6 231 153
Panel C: Expansion periods
Trend long 221 6.30 0.81 122 —0.04 0.91
Momentum long 224 70 048 1.0
Trend shom 0.74 5.74 022 103 —D57 080
Momentum short 13z 952 324 208

ZHIRIE: Journal of Finance, RRXUEZHMFIER
12 B T B E e RO EIARE Y, EmEEREFIEIKEKT
ERFNFEHKE, MERERFER, RNNTUSHEERFHNSTZHSLHERFH
STHERNET A8, RPRE—INERRBEBEFSHERFNESSERX.
2.5. 1B EFHY alphas

13 £ BIIRE THRYE CAPM H&EUF] Fama-French =R FEEBEINEFHFEFXEER
HE. ERRPEHEEEFEERNS-KEAS (high-low spread portfolio ) IERFER K.

13: CAPM & Fama-French =AFEAR alphas

CAPM and Fama-French alphas.

This able repons Jensen's alpha and risk loadings with respect 1o the
CAPM and Fama-French three-factor model, respectively, for the five trend
quinrile portfolios, the rend factor, and the MOM factor. The alphas are
reported in percentage, Newey and West [ 1987) robust c-staristics are in
parentheses and significance ar the 1%, 5%, and 10% levels is given by ==,
“_ and *, respectively. The sample period is from June 1930 chrough De-

cember 2014.
Kank Panel A; CAPM Panel B; Fama-French
o) P (%) B e Bamn P
Low 0714 117 QR4 102 QG0 Q]G
(-819) (412) (-121) (408) (116) (422)
2 —008 107+ 019 (096 Q424 []7e
(-131) (557) (-465) (693) (863) (430)
3 017 106w 007 096 (37 Q]G0
(261)  (439) (158) (496) (104) (365
4 0. 112w (14 2 1.0 s 0, 37w 0] Qs
(618) (380) (7.04) (422) (802) (350)
High 0B4%  130% 0F1* 115 Q60 017+
(893} (517) (109) (6z24) (129) (445
Trend 155  013* 154 0J13*= 000 0O
(High-Low) ([136) (3.2B) (129} (347) (-003) (01&)
MOM LO7**  _D45% 137 023 (408 (75"

(6.04) ([-323) (750) (-203) (-3.31) (-3.68)

FRIKIR: Journal of Finance, KKXUEHHFFT

3. BBEMERAHEN

BEWHIRIEX 2 FHE SR EF IR R EHA 17



SRITE | ETEERS

oo
> & AMiEss

TF SECURITIES

HAEREARRENERNMHEN EETNNREERR . BRENEEEFHEN,
S FIR(SLE (noise-to-signal ratio ) IRSEY, EAXES (MKEMEFRIR ) BTER
B, AMRBEEEERRTRAGES. Blit, FEFTHERESHRESTRES S
o HNIRA—RINWZEBFENERAITRORERE, BFEHERNN. BRKSNR, X
ZEER, STNBERIUNEIFR, BARERINE 14 Fix.
14; ERAHE FEBEFHRN

Performance under infarmation WCEingy.

This tabie TEPAITS e PEMArMance of the Wend Quintile portolios and the Tend facoor (High-Low') Under informaCion QRCeTiinTy praxied by itiosyncratic
volarility {IViol) (Pangl A). share furnover rare (Panel B). analyst coverage (Fanel CL. and Arm age (Panel D). SE0cKs are fITsE sorted by ane of te infarmaian-
UNCETLAINTY pRXies ino three tercile groups, and ten in each rercile smoks are further sorted m construct five mend quintile porolios. For each of the
IMIOMMATIOI-UNCETI2INTY PrONies, the SOrMed [emiles are amanged in the order Of iNCTEAsing iNfOTMAton UNCETIXinTY. We Tepart the Fama French alphas
far the resulting 3 « 5 mend quintile pordolios and the average acTass the three werciles of the infarmarion-unceraingy proxy. The alphas are repored in
percentage. Newey and West {1987 ) robust (-Statistics are in parentheses and significance at the 1%, 5%, and 10% levels is given by ***_ *, and *, respectively.
The sample period is from June 1930 throwgh December 2014,

Trend forecass
Low 2 3 Il High High- Low
Vol Pmel A: Idiosynonic volarliy
Lowr 024+ oo DLI5= 033 D™ 0E7+
[-379) [1.56) [290) [(595) (9.54) [257)
2 ~053s 017 [ERE:E [ ] DETs= 1LADes=
[-7:89) [-2.3B) [2.3B) (733) (12.6) [124)
High —1.A5ase DT 4 DL 003 DEDe 235w
[-121) (-12.3) [-5.50) [243) (6.57) [103)
AveTage ver Vol —0Td I o 029 oFT 151
{—1L1} [-715) (020 (755) [1LE) k]
TUmmver Pangl B: Tumover rae
High 080+ - -0az 0.0 D3g LIg*=
{-8.E3) (-475) [-0.39) [292) (433 [103)
2 —0E8™ —oae 0OE T 72 1400
[-107) [-221) [1.45) (765) (1.7 [145)
Lo -0g5+- B iy 0as [ b g5 180
[-EAT1) [—17n [093) 575) (10.4) (109
AVETIEE VBT TUITHVET ~081* 018 o4 aage DGR 1.dgees
(-125) [—4.63) (1.00} (756) (ns} [143)
Analyst coverage Fanel C Anglyst coverage
High —054™ e AE] a3 022 DG 0az
{-5.08) [—154) (0.47) [2563) [2.69) {E.DE)
2 ~073a= —0aE= (1 [ 0.age DA™ 136
[-7.04) [-228) (210 (5.10) (7.14) 10z
Lo 0BG+ —030 0as aage 072 LE1*=
{115} (-421) [0a4) [6103) (105 [128)
AVeT2ge over analyst Coverage —0B3+ —OL1E oo 0.3 DI0e 153
[-121) [-451) (16E) [6.86) (10.B) [129)
Firm age Pmel ¢ Frm age
od ~06B+= — 01 naz2 O3] sa DL 111+
[-102) [-33E) (02 [250) (620 (1.1}
2 075w ] oo 032G DF Gaue 1500
(-1} (-403) [0.60) [6.2B) (10.4) [129)
Young —097=e — 2 010 0320 D3 T 1.GEese
(-11.4) [—421) 212 65T} mn (135
AVETIER VBT 338 —084 —Org ome | R 074 157
(-122) [—4.56) (1G5} (707} (13} [12.3)

BRIKIE: Journal of Finance, RKUESFRFR

14 5 5 MIEZEWENAGRIMIRBESTRERSHEL, BHEFIN
RIHAE W S

4. &g

BAIMET — M BEBETITHR N . sIEMNANKIBREANATEEEF, 7
Bl RMITEEE TEBEFIKE . BT —RIRSEIESERIESE TEBEFH
RMERRER T ShERFIRKARERFEF. W, XERRE, FHIIRISLIES
RFELH: EEAHERSHOEL, BEEFRNNIHERZES.

DA ERSISES £ S HI5THR

MR BERATDERETEERRENEIT

M#kKIR: The effect of institutional ownership on firm transparency and information
production, ,Boone, Audra L., Joshua T. White, 2015, Journal of Financial Economics

HEFIEE : AER TIEERMASERIMEINERXER, XERMAT Russell 1000
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0 Russell 2000 538, BRT Russell 2000 TRERMHARI A B BB BRI IR 2 /EE R
#& (quasi-indexers)[#ERZEL I, 4bTF Russell 1000 JEZBFO Russell 2000 FEETRERFTIELAI L
SRR . SLLAIR RIS R E R R RBEEEEMONMINEERE. ReiRE
mantE, BEERATR. SHKRE, HIINHARER, EEHREENEEFT kg
NENEAEMERNER, NmnaEliEEREREENRZZ A

1. Hfg93EE
AXETFIERZHSHIRFR, SHEMFIIREERBIAREZED =2, HIEH

BY(quasi-indexers). F2ERIZEE B (transient). KERIZEEY (dedicated). EEE BT 2(KiE
FR, ZUBRAS. KRR, EPRRERRESRFER. SRR AS. S
SR KEIRRSSREMIRFER, B—IREES. KKK,

2. NEEEIRE
21. EEEHE

SEEARLMIBFTNL, REMEFNERER 8-K JHEHISRR.
2.2. ST
oHTImIREE, SIPFUMER.

23. XZHE
BIEFEEARTFR, RopEFIRZK SR ERORNG
3. #iE

NEXANEMEIER Russell 1000 1 Russell 2000 5%, ZISE2H Russell
Investment BEIRE 5 B &RE—1RZHHBEMNKEN 3000 RERZEE I ISR
MEEL, Hrh Russell 1000 2H{ERARIAET 1000 RIEEINNSZIAIIEEL, Russell2000 2
M{ER/NY 2000 RIRENNRSZRIRIIEE .

AN 1996 — 2006 FEFFA Russell 1000 F1 Russell 2000 1881 6472 RAT.

4. SCUE

HEB AT Russell 1000 1EEUREBRIBE = 54LTE Russell 2000 FEEIREBHIAR = EHBEE
BOER, FTLAHEBRMEM . TFIREBHRESEAGNE. BRtEEREEMERIES
I RENRE, MOERISPHOBRENEFEENKD . IMEEMENELCIFIRMY, T
USF BERFRAREATRME BRI TRMMIZE RN, BEXBHE.

N EEIGIE Russell 2000 IEEUREPRIBRZRALL Russell 1000 BRI EERES
NEEEPE. BENEERNRUARBFIRE. 5%, FRMaEFEESHEEL
F Russell 1000 JEEFS4LTE Russell 2000 TREBRIAZE=#1TELER , &I Russell 2000 TREBAE]
WL EEESRIEERELH .
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Table 1 (continued)

Panel A. Univariate analysis of institutional ownership

Bandwidth £50 DBandwidth =100 Bandwidth £200
Russell Russell Russell Raussell Raussell Russell
1000 2000 1000 2000 1000 2000
Institutional ownership .1
Total 43.5 T2.4" 51.9 T1.17 58.6 70.3%
Quasi-indexer 215 A42.6% 28.2 42.2% 338 4242
Dedicated 10.1 9.2 9.9 9.2 9.7 9.2
Transient. 11.3 20.3% 13.1 19.4% 14.6 18.4%
Institutional ownership , -
Total 15.9 T2.07 53.1 T0.8% 59.5 T0.1%
Quasi-indexer 221 A41.5% 28.3 41,27 33.6 417
Dedicated 10.5 9.0° 9.9 9.0 9.7 9.0%
Transicnt 11.8 20.0% 13.3 19.12 14.7 18.0%
Institutional hip 4o
Total 46.7 T1.6" 3.0 TO.4* 9.5 701"
Quasi-indexer 23.8 42,77 29.6 42.3% 34.5 42.9
Dedicated 10.8 9.2¢ 10.2 9.1% 9.9 9.1
Transient, 11.6 19.4% 13.1 18.6% 11.5 17.7%
Institutional ownership ;4
Total 48.1 72.4" 55.4 T1.2% G1.1 71.2%
Quasi-indexer 24.6 43.37 30.5 42,97 35.6 43.6%
Dedicated 11.1 9.4° 10.7 9.27 10.2 9.1
“Transient, 12.0 194" 13.5 18.7% 14.7 15.0™

Table 1 (continued)

Panel B. Regression discontinuity analysis of institutional ownership

Rule of Thumb Bandwidth Fixed Bandwidth
(Bandwidth £100)  (Bandwidth +200)
Treatment 7 zstat Bandwidth Treatment 7 Treatment 7

Institutional ownership ,

Total 0.392¢ 11.434 —110, +144 (.407* 0.400°
Quasi-indexer 0.261° 11.967 100, +144 0.264% 0.282°
Dedicated —0.008 —0.558 —170, +215 0.016 —0.007
Transient 0.126° 8.959 —148, +196 0.131% 0.128%
Institutional ownership ;2

Total 0.318% 0.719 116, +150 0.363° 0.352°
Quasi-indexer 0.242¢ 11.044 —101, +146 (1.249" 0.264°
Dedicated —0.022 —1.408 —171, +214 0.007 —0.020
Transient 0.109* 6.821 —138, +178 .107 0.109¢
Institutional ownership ;3

Total 0.291¢ 7.708 —103, +141 0.305% 0.316¢
Quasi-indexer 0.217¢ 9.088 —100, +148 0.220* 0.241¢
Dedicated —0.026 —1.550 —155, +195 —0.006 —0.026°
Transient 0.008% 5.943 109, +142 0.090* 0.096%
Institutional ownership .,

Total 0.286° 7.146 —102, +140 (0.309* 0.316%
Quasi-indexer 0.216* 8.725 —08, +143 0.222¢ 0.241°
Dedicated 0.022 1.320 163, +204 0.001 0.022°
Transient, 0.092" 5.550 —117, +152 ().085" 0.092"

BEHRIRIR: Journal of Financial Economics, KXIEEHFERT

AfE, BIIRRATBEEFEFIFUNLARILEE 8-K RUSRERSKAIMTH 5 Xt FE B
ERm . Bk =ET, RIEERILGIESN AT EE EaiikEmD, KEmEES,
EERSEEE R, SEEER,

16: Russell 1000 JEE5B5 Russell 2000 TREPNEEREIE

Panel A. Univariate analysis of management disclosure

Bandwidth £350 Bandwidth =100 Bandwidth 200
Russell Russell Russell Russell Russell Russell
1000 2000 1000 2000 1000 2000
All management forecasts
Forecasting firm (%) 40.36 52.73° 44.09 50.27% 47.09 50.91°
Forecast, [requency 113 1.81° 1.33 1.62¢ 1.19 1.58
Management earnings forecasts
Quarterly forecast precision 2.04 2.08 2.01 2.06 2.02 2.05¢
Annual forecast. precision 204 2.12% 2.04 2.00" 2.04 2.08*
Quarterly forecast horizon (%) 50.72 63.73° 54.67 57.29 59.23 54.80°
Annual forecast horizon (%) 58.18 64.30° 59.71 62.51 59.79 61.56
Form 8-K filings
Total 8K frequency 23.07 36.47° 27.10 35.54 31.36 3411
Voluntary 8-K frequency 9.29 14,55 10.39 14,50 12,53 13.47¢

BEWHIRIEX 2 FHE SR EF IR R EHA 20
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Panel B. Regression discontinuity analysis of management disclosure

Rule of Thumb Bandwidth

Fixed Bandwidth

(Bandwidth £100)

(Bandwidth +200)

Treatment v zstat  Bandwidth Treatment 7 Treatment 7
All management forecasts
Forecasting firm 0.139" 2082  —106, +150 0.191 0.185%
Forecast [requency 0.504° 1.706 —93, +147 0.668" 0.893*
Management earnings forecasts
Quarterly forecast precision 0.349¢ 3113 —104, +149 0.309* 0.2917
Annual forecast precision 0.262% 2876  —135, +185 0.317¢ 00.2682
Quarterly forecast horizon 0.329¢ 2.710 144, +179 0.383* (0.357¢
Annual forecast horizon 0.172¢ 3146 —142, +187 0.119% 0.166%
Form 8-K filings
Total 8K frequency 15.141* 4662 115, 1158 16.755% 15.899%
Voluntary 8-K frequency 5.089" 2712 118, +159 7.237" 5.0217

BRIRIR

Journal of Financial Economics, RXUEZHTTHT

17: Russell 1000 JEEZB5 Russell 2000 TREBAISHrIHTHN

Panel A. Univariate analysis of analyst forecasts

Bandwidth £50

Bandwidth £100

Bandwidth £200

Russell Russell Russell Russell Russell Russell
1000 2000 1000 2000 1000 2000

Analyst following
6 months after reconstitution T.31 825" 7.81 8.05 B.67 7.6
12 months after reconstitution T.63 8.27" T.86 8.06 8.64 7.72%
I-year average after reconstitution 7.26 8.25% 7.80 8.02 8.61 7.70*
Analyst forecast dispersion (%)
6 months aller reconstilution 1.02 0.40 0.63 0.39 048 0.41
12 months after reconstitution 141 (.55 1.67 (.74 1.74 (n.62°
I-year average after reconstitution 1.38 0.66" 1.07 0.78 1.24 0.68°

Panel B. Regression discontinuity analysis of analyst forecasts

Rule of Thumb Bandwidth

Fixed Bandwidth

(Bandwidth £100)  (Bandw
Treatment T zstat  Bandwidth Treatment 7 Tres
Analyst following
6 months after reconstitution 2.925" 4.653  —128, +180 3.350" :
12 months after reconstitution 2.452¢ 3.901 147, +204 J.0092¢ i
l-year average after reconstitution 2.662¢ 1.983 148, 4206 2.926° i
Analyst forecast dispersion
6 months alter reconstitution —0.032 —1.556  —126, +143 —0.038° —(
12 months after reconstitution 0.022¢ 1.773 81, +126 0.021* [
1-year average after reconstitution —0.024%  —2.821  —133, +176 —0.027" —(

BRIRIR :

Journal of Financial Economics, XKXIEEHFET

18: Russell 1000 JEEZB5 Russell 2000 TREBHIZ ZIAEE

Panel A. Univariate analysis of the trading environment

Bandwidth +50

Bandwidth 4100

Bandwidth 4200

Russell Russell Russell Russell Russell Russell

1000 2000 1000 2000 1000 2000
PIN 0.17 0.13¢ 0.16 0.14 0.15 0.14*
Bid-ask spread 0.93 0.76% 0.85 0.79 0.82 0.82
Turnover 6.93 10.79* 7.65 10.36* 7.95 9.43*
Dollar volume ($mil.) 13.32 17.80° 14.93 16.01 15.47 13.22*
Abnormal return volatility (%) 2.92 2.68 2.73 2.63 2.57 2.54

Panel B. Regression discontinuity analysis of the trading environment

Rule of Thumb Bandwidth

Fixed Bandwidih

{Bandwidth £100)

(Bandwidth £200)

Treatment zstat Bandwidih Treatment T Treatment 7
PIN —0.049 —5.623 =93, +128 —0.050° —(0.056%
Bid-ask spread 0.531 4.094 114, +162 0.511" 0.493"
Turnover h.072" 3.225 — 105, +135 D638 4.953*
Dollar volume 12.265" 3.572 —147, +197 17.328" 12.335"
Abnormal return volatility —0.003 —1.264 —141, +178 (.001 —0.003

AEIRIE.

Journal of Financial Economics, RXUESSHFTH

&, %H Thomson Financial Institutional Brokers Estimate System #(4EEE, FAMfs=
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Panel A. Instrumental variables (25LS) analysis of management _disclosure

Forecasting Forecast Forecast, Forecast Total 8-K Voluntary 8-K
[irm frequency precision horizon frequency frequency
Instrumented institutional ownership 0.182° 0.1469 0.305" 0.497 0.421 0.601%
(0.082) (0.435) (0.041) (0.083) (0.118) (0.046)
Russell weight 0.114 (.359 —0.054 —0.018 0.013 —0.275
(0.117) (0.120) (0.180) (0.906) (0.992) (0.693)
Russell 2000 0.155 0.500 0.032 0.015 1.286 0.892
(0.118) (0.110) (0.165) (0.943) (0.390) (0.321)
Lagged dependent variable 0.557* 0.766™ 0.279" 0.620™ 1112 1.045%
(0.000) (0.000Y (0.000) (0.000) (0.000) (0.000)
Observations 2,128 2,128 A73 473 2,128 2,128
R? 0.361 (1.572 0.174 (0.520 0.946 0.921

Panel B. Instrumental variables (25LS) analysis of analyst forecasts

Analyst following Analyst lorecast dispersion
Instrumented institutional ownership 1.727¢ —0.039
(0.097) (0.086)
Russell weight 1.168" —0.001
(0.028) (0.846)
Russell 2000 —1.888¢ 0.005
(0.008) (0.539)
Lagged dependent variable 0.897" 0.131
(0.000) (0.000)
Observations 2,071 1,446
R? 0.801 0.137

Panel C. Instrumental variables (25LS) analysis of the trading environment

Bid-ask Lu(Dollar Abnormal return
PIN Spread Ln(Turnover) Volume) volatility
Instrumented institutional ownership —0.100% —(.390¢ 0.411 0.792% —0.002
(0.000) (0.091) (0.156) {0.030) (0.691)
Russell weight —0.018" —0.10 0.076 04307 0.003
(0.016) (0.217) (0.213) (0.000) (0.227)
Russell 2000 0.025" 0.113 —0.047 —0.4657 —0.003
(0.019) (0.331) (0.596) (0.005) (0.292)
Lagged dependent, variable 0.497* (.58057 0.880" 0.7657" 0.775"
(0.000) (0.003) (0.000) {0.000) (0.000)
Observalions 2,088 1,874 1,874 1,874 1,874
R? 0.649 (0.382 0.865 0.710 0.720

FEEISEIR: Journal of Financial Economics, RXIEHHIZIHT

20: Russell 1000 JEEZB5S Russell 2000 TRZBHILDHIEHR

Bandwidih 50 Bandwidth 100 Bandwidth 4200
Up to Down to Up to Down Lo Up to Down Lo
Russell  Russell Russell  Russell Russell  Russell
1000 2000 1000 2000 1000 2000

Change in institutional ownership
Total (%) 1.76 2.96° 245 1.06° 1.32 .98
Quasi-indexer (%) 0.22 1.32" 147 1.05% 0.72 3.85
Dedicated (%) 1.10 n.n2e 0.27 0.25 0.38 0.51
Transient (%) L.70 —0.57 0.11 0.41 0.45 0.13
Change in g t disclosure
Forecasting firm (%) —11.11 1.92¢ —1.52 5.34° —4.01 4.98
Forecast [requency —(.55 0.36° —0.15 0.27¢ —0.17 0.30%
Forecast. precision 0.04 0.28" .02 0.19* 0.02 017
Forecast horizon (%) —0.02 n.21¢ 0.02 0.19* 0.04 0.14%
Total 8-K frequency T7.72 6.56 6.71 7.50 6.44 7.53°
Voluntary 8-K frequency 1.67 1.98 0.80 1.66° 1.20 1.81¢
Change in analyst forecasts
Analyst following 0.22 (.32 —0.25 0.50% —0.48 0.44*
Analyst forecast dispersion (%) 0.12 0.26 0.11 0.21 0.17 0.74
Change in lrading environment
PIN (%) 0.33 —1.57¢ 0.01 —1.41* —0.21 —0.95%
Bid-ask spread 0.29 0.19 (L11 ().22° 0.10 0.25"
Trading volume —1.88 3.60° 0.92 3.28° 1.64 3.05°
Turnover —L11 066 (.70 1.14° 0.74 1.18*
Abnormal return volatility (%) —0.18 —0.16 — .06 —0.13 —0.02 —0.04

BRIIE: Journal of Financial Economics, RIKESHZIET
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Forecasting firm Non-forecasting firm Full Sample

Treatment 1 zslat Treatment 7 zslat Treatment 7 zstat
Analyst forecasts
Analyst following 2,150 2225 3308 A.576 2.662° 4.983
Analyst forecast dispersion —0.009 —1.315 —0.043" —2.715 —(Lo24" —2.821
Trading environment
PIN —0.041* —4.386 —(L057" —0.004 —(L049" —5.623
Bid-ask spread —(.600" —3.599 —0.314° —1.669 —0.531* —4.094
Turnover 2.149 0.851 6.092¢ 3.224 5.072° 3.225
Dollar volume 11.492° 2.256 13.665" 2.330 12.265* 3.572
Abnormal return volatility —0.015" —3.708 0.010" 2.224 —0.003 —1.264

BHRIFIE: Journal of Financial Economics, RIKESHZIER

22: Russell 1000 JE&E5B5 Russell 2000 TREBE Regulation Fair Disclosur BIfGHIBT=EIIRS 4T

Pre-Reg FD Post-Reg FD Full Sample

Treatment 7 zslal Treatment, 7 zstat Treatment 7 zstat
Institutional ownership
Total (.428" §.251 0.368" 8.979 0.392¢ 11.434
Quasi-indexer 0.211¢ 6.294 0.312* 12.563 0.261* 11.967
Dedicated 0.063° 3.197 —0.037 —1.452 —(L.008 —0.558
Transient 0.138° 5.397 0.099* 5.655 0.126* 8.959
Management disclosure
Forecasting firm 0.068 0.790 .308* 3.665 0.139° 2.082
Forecast [requency 0.177 1.045 0.897° 1.813 0.504° 1.706
Forecasi, precision 2.491¢ 4177 0.187" 2.002 (349" 3.113
Forecasi, horizon 0.079 0.427 0.506" 3.706 0.329" 2.740
Total 8-K frequency 10.175¢ 1.864 20,078 0.271 15.141% 4.662
Voluntary 8-K frequency 5.765 1.605 5.086° 2.321 5.089* 2.712
Analyst forecasts
Analyst following 3.648 4.359 1.927¢ 2.562 2,662 4.983
Analyst forecast dispersion —0.035" —2.045 —0.018° —1.798 —0.024 —2.821
Trading environment
PIN 0.063" 4.282 0.040* 4.369 0.049* 5.623
Bid-ask spread —1.053" —4.420 —(L.088 —1.302 —(Lh31" —4.094
Turnover 1.585 1.626 2.887° 1.679 5.072% 3.225
Dollar volumne 5.949 (1.685 JEN Y 3.634 12.265 3.572
Abnormal return volatility 0.002 (1.510 0.007* 2.695 0.003 1.264

BRISKE: Journal of Financial Economics, RKESFZIET
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BARBFEMEE (CAPM ) I— M EARIRRE, IENREBERBEANKRKAEASES
= TREAROB A s/ BB XBE ( BEER ), REBINXMASIMIIFSORAT, ik
EAEIRONERET . AT, FSREE, IPA FEESNERES, MWIILAERR
ITHEZNRN. FALMMISEEFRERRE, MARERLT. fid, IFEHEES
NEERHTFEES, H “EE" ESRE J00B0KHEIRESH c0vrIRE, m “EuE”
BEERE 10%E5 00vrIRE. IR “ERE” EL2E3W, B4 ‘EE” EeREE
BT “Bift” BESRBEFBIRRIREMF, RS EFRINBEAITREREIR .
BRAATFIRZZEANIEHES (ETF) NFEKHE—SRIEERE, ITSREER
BEEIE(E AT

XHMAR TS beta ERFHITHER, BXIEAYS beta ERFHEREAIX LR
[EROEHR, MR beta ERFFEIIF. FXLLE, EENRFIESHIZEETT CAPM
FFE; MBMERARM CAPM NgELS HEFAIMHRE .

NANEREFHI T : AFZLRIEF B AT RPN LM beta BEF? FEXFT A/,
MEMMENN , XTREN@ZESK? WEMLERMIR25] beta EFIREBRHEN?
fERE) AN AR E_ XA RSN AT ZEL? M beta EF?

BB 20 NEFRERT . BfETHS. ERHHMBETNZNENIHE, FEEEITHT
LYRAITNSIERY, DUBRRIX L E)RR

REZRTIIMREA: —EREBEANERIIH, FIERES beta R, S
XL PR ; 5 —LRBAERITT, EREIRRESAR; AZLAORNREBARRE (5
S£% ) 1S beta BRIV, FHIFENE beta HE7= . ZIEEES IS TIHERAFE,
HFRERBRBANFEAREARERE (6 1),

ZRRRSEBRNOET TN, FJLUEER— PR beta EFEF . X4 beta
ENEFR—MREBE—FEIR beta EEF, BIMATHE beta B9 1; BIFETS
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EFEFASEIF beta REUHERT, beta EFIEFRIZRSIERIF KT, BAREERS.
=K beta B8] beta HEFBAK, ZW S (5= 2 )

SEBIIFNREBAXZIER SR, DRI PTLRETN, £RERa
MELTRERAIRTHR, beta EFEFUEE NG, RERHABKEEIN (55K 3 ),

A, WRELETRN SRS RANERE ST, IESEEE beta (EHEREIET 1 (85
& 4 )o

BE, REEHSAREESHNREERUERES beta B, AREEMAIRE
NS ERFEIR beta EEF, FHERBER BT (5 ),
2. Hig
E BIX RO R RS
max x'(E;(Peyq + 8041) — (L +11)P) —yix'Qux/2
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miYx P < W

WHRRREEAL = 1, .. AR EROE, RBEAZSHRERs=1,..,S, &
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EMHEER. V' EREBANRKERER. m2REBAIRNXFIITNEE, R
m' =1+ (1-0.20) = 1.25AFRAEEALRRTF ZO%E’\JBQ@JD%M = 0.5 KRFRMAIEAFTLA
EFRATAT, (ERIESTVER 50%.

il 1 (73 beta BWRE(R alpha ) BEATLIESHAR: E(5,) =1 + ¥, + A, EH
HB_L BwNEA = E.(M)—1 =¥, Y, 2AMEAHRTEERSNRNEREE., EEHE

HAT: of =W, (1 - B§), alpha B beta BILEHINTIRD « MESLIRBER (WX ),
iIE#ﬁiiiJé)%E’\JEﬁﬁﬁﬁitﬂk, RN, Fl, X beta AERT, FALLEXIEE=EAU
@R, THESHIIEAEEESNNEINPEKER, BEETERE., SRIX(EAET
%2, REARAENR, BEEESNIFTITIIKETLIESZ BEROXKEEME

fd 2 ( BAB FUHBEEERATIEE ) B3 — beta EFISEL ( BAB):
rtlﬂB =1+ B¢ x (rk, _Tf)_1+ﬁﬁ X(TtH+1_7'f)

Heprk, = W/re,, L 38, BNESH beta EHBIABEFILY, EHeppl < pl . TILAME
HE(rBAE) = W (B — BE) ~ (BEBH) = 0, BAB HFERANIEH beta FIE(EMAHARE A,

W 3 (AL BAB ULEE ) 0rP4 /oml < 0, OE,(rP4%)/omF = 0,
&l 4 (beta [E45)
il 5 (R RERES beta [E&F")
3. 8RR GE
HHEFRIR
E 23: RESIERE

This table shows summary statistics as of June of each year. The sample includes all commons stocks on the Center for Research in Security Prices daily
stock files (shred equal to 10 or 11) and Xpressfeed Global security files (tcpi equal to zero). Mean ME is the average market value of equity, in billions of US
dollars. Means are pooled averages as of June of each year.

Country Local market index Number of Number of Mean ME (firm, Mean ME (market, Start year End year
stocks, total  stocks, mean billion of US dollars) billion of US dollars)

Australia MSCI Australia 3,047 894 0.57 501 1989 2012
Austria MSCI Austria 21 81 0.75 59 1989 2012
Belgium MSCI Belgium 425 138 179 240 1989 2012
Canada MSCI Canada 5,703 1,180 0.89 520 1984 2012
Denmark MSCI Denmark 413 146 083 119 1989 2012
Finland MSCI Finland 293 109 139 143 1989 2012
France MSCI France 1815 589 212 1222 1989 2012
Germany MSCI Germany 2,165 724 248 1,785 1989 2012
Hong Kong MSCI Hong Kong 1,793 674 122 799 1989 2012
Italy MSCI Italy 610 224 212 470 1989 2012
Japan MSCI Japan 5,009 2,907 1.19 3,488 1989 2012
Netherlands MSCI Netherlands 413 168 333 557 1989 2012
New Zealand MSCI New Zealand 318 97 0.87 81 1989 2012
Norway MSCI Norway 661 164 0.76 121 1989 2012
Singapore MSCI Singapore 1,058 375 0.63 240 1989 2012
Spain MSCI Spain 376 138 3.00 398 1989 2012
Sweden MSCI Sweden 1,060 264 130 334 1989 2012
Switzerland MSCI Switzerland 566 210 3.06 633 1989 2012
United Kingdom  MSCI UK 6,126 1,766 122 2243 1989 2012
United States CRSP value-weighted index 23,538 3,182 0.99 3.215 1926 2012

BEHRIRIR: Journal of Financial Economics, KXIEEHFERT
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Asset class Instrument Frequency Start year End year
Equity indices Australia Daily 1977 2012
Germany Daily 1975 2012
Canada Daily 1975 2012
Spain Daily 1980 2012
France Daily 1975 2012
Hong Kong Daily 1980 2012
Italy Daily 1978 2012
Japan Daily 1976 2012
Netherlands Daily 1975 2012
Sweden Daily 1980 2012
Switzerland Daily 1975 2012
United Kingdom Daily 1975 2012
United States Daily 1965 2012
Country bonds Australia Daily 1986 2012
Germany Daily 1980 2012
Canada Daily 1985 2012
Japan Daily 1982 2012
Norway Daily 1989 2012
Sweden Daily 1987 2012
Switzerland Daily 1981 2012
United Kingdom Daily 1980 2012
United States Daily 1965 2012
Foreign exchange Australia Daily 1977 2012
Germany Daily 1975 2012
Canada Daily 1975 2012
Japan Daily 1976 2012
Norway Daily 1989 2012
New Zealand Daily 1986 2012
Sweden Daily 1987 2012
Switzerland Daily 1975 2012
United Kingdom Daily 1975 2012
US Treasury bonds Zero to one year Monthly 1952 2012
One to two years Monthly 1952 2012
Two to three years Monthly 1952 2012
Three to four years Monthly 1952 2012
Four to five years Monthly 1952 2012
Four to ten years Monthly 1952 2012
More than ten years Monthly 1952 2012
Credit indices One to three years Monthly 1976 2012
Three to five year Monthly 1976 2012
Five to ten years Monthly 1991 2012
Seven to ten years Monthly 1988 2012
Corporate bonds Aaa Monthly 1973 2012
Aa Monthly 1973 2012
A Monthly 1973 2012
Baa Monthly 1973 2012
Ba Monthly 1983 2012
B Monthly 1983 2012
Caa Monthly 1983 2012
Ca-D Monthly 1993 2012
Distressed Monthly 1986 2012
Commodities Aluminum Daily 1989 2012
Brent oil Daily 1989 2012
Cattle Daily 1989 2012
Cocoa Daily 1984 2012
Coffee Daily 1989 2012
Copper Daily 1989 2012
Corn Daily 1989 2012
Cotton Daily 1989 2012
Crude Daily 1989 2012
Gasoil Daily 1989 2012
Gold Daily 1989 2012
Heat oil Daily 1989 2012
Hogs Daily 1989 2012
Lead Daily 1989 2012
Nat gas Daily 1989 2012
Nickel Daily 1984 2012
Platinum Daily 1989 2012
Silver Daily 1989 2012
Soymeal Daily 1989 2012
Soy oil Daily 1989 2012
Sugar Daily 1989 2012
Tin Daily 1989 2012
Unleaded Daily 1989 2012
Wheat Daily 1989 2012
Zinc Dailv 1989 2012

FRIEIR: Journal of Financial Economics, RXIEZEHFET
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Fig. 1. Alphas of beta-sorted portfolios. This figure shows monthly alphas. The test assets are beta-sorted portfolios. At the beginning of each calendar
month, securities are ranked in ascending order on the basis of their estimated beta at the end of the previous month. The ranked securities are assigned to
beta-sorted portfolios. This figure plots alphas from low beta (left) to high beta (right). Alpha is the intercept in a regression of monthly excess return. For
equity portfolios, the explanatory variables are the monthly returns from Fama and French (1993), Asness and Frazzini {2013), and Carhart (1997)
portfolios. For all other portfolios, the explanatory variables are the monthly returns of the market factor. Alphas are in monthly percent.

FEISEIR: Journal of Financial Economics, RXIEHHIZIET
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Fig. 2. Betting against beta (BAB) Sharpe ratios by asset class. This figures shows annualized Sharpe ratios of BAB factors across asset classes. To construct
the BAB factor, all securities are assigned to one of two portfelios: low beta and high beta. Securities are weighted by the ranked betas and the portfelios are
rebalanced every calendar month. Both portfolios are rescaled to have a beta of cne at portfolio formation. The BAB factor is a self-financing portfelio that is

lized.

long the low-beta portfolic and shorts the high-beta portfolio. Sharpe ratios are

BRISIE: Journal of Financial Economics, RIKESHZIET
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US equities: returns, 1926-2012,

This table shows beta-sorted calendar-time portfolio returns. At the beginning of each calendar month, stocks are ranked in ascending order on the basis
of their estimated beta at the end of the previous month. The ranked stocks are assigned to one of ten deciles portfolios based on NYSE breakpoints. All
stocks are equally weighted within a given portfolic, and the portfolios are rebalanced every month to maintain equal weights. The right-most column
reports returns of the zero-beta betting against beta (BAB) factor. To construct the BAB factor, all stocks are assigned to one of two portfolios: low beta and
high beta. Stocks are weighted by the ranked betas (lower beta security have larger weight in the low-beta portfolio and higher beta securities have larger
weights in the high-beta portfolio), and the portfolios are rebalanced every calendar month. Both portfolios are rescaled to have a beta of one at portfolio
formation. The betting against beta factor is a self-financing portfelio that is long the low-beta portfolic and short the high-beta portfolio. This table
includes all available common stocks on the Center for Research in Security Prices database between January 1926 and March 2012. Alpha is the intercept
in a regression of monthly excess return. The explanatory variables are the monthly returns from Fama and French (1993 ) mimicking portfolios, Carhart
(1997) momentum factor and Pastor and Stambaugh (2003) liquidity factor. CAPM = Capital Asset Pricing Model. Regarding the five-factor alphas the Pastor
and Stambaugh (2003) liquidity factor is available only between 1968 and 2011. Returns and alphas are in monthly percent, t-statistics are shown below the
coefficient estimates, and 5% statistical significance is indicated in bold. Beta (ex ante) is the average estimated beta at portfolio formation. Beta (realized) is
the realized leading on the market portfolio. Volatilities and Sharpe ratios are annualized.

Portfolio Pl 1) ] P4 P5 6 P P8 P9 P10 BAB
(low beta) (high beta)
Excess return 091 098 100 103 105 110 105 108 106 097 070
(637) (573) (516) (488) (449) (437) (384  (3M)  (327) (255)  (712)
CAPM alpha 052 048 042 039 034 03 0.2 0.21 0.10 -010 073
(630) (599) (491) (443) (351) (320)  (184)  (172)  (067)  (-048) (744)
Three-factor alpha 040 035 026 021 013 01l  -003 006  -0.22 -049 073
(625) (595) (476) (413) (249) (194) (-059) (-102) (-281)  (-368) (739)
Four-factor alpha 040 037 030 025 018 020 0.09 0.11 001 -013 055
(605) (613) (536) (492) (327) (363)  (163)  (194)  (012)  (-101) (559)
Five-factor alpha 037 037 03 030 017 020 01 014 0.02 000 055
(454) (466) (450) (440) (244) (271)  (140) (165  (021)  (-001)  (409)
Beta (ex ante) 064 079 088 097 105 112 121 131 144 170 000
Beta (realized) 067 087 100 110 122 132 142 151 166 185 -006
Volatility 1570 1870 2111 2310 2556 2758 2981 3158 3552 4168 1075
Sharpe ratio 070 063 057 054 049 048 042 041 0.36 028 078

BRI Journal of Financial Economics, RXIESFZIET
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International equities: returns, 1984-2012.

This table shows beta-sorted calendar-time portfolio returns. At the beginning of each calendar month, stocks are ranked in ascending order on the basis
of their estimated beta at the end of the previous month. The ranked stocks are assigned to one of ten deciles portfolios. All stocks are equally weighted
within a given portfolio, and the portfolios are rebalanced every month to maintain equal weights. The rightmost column reports returns of the zero-beta
betting against beta (BAB) factor. To construct the BAB factor, all stocks are assigned to one of two portfolios: low beta and high beta. The low- (high-) beta
portfolio is composed of all stocks with a beta below (above) its country median. Stocks are weighted by the ranked betas (lower beta security have larger
weight in the low-beta portfelio and higher beta securities have larger weights in the high-beta portfolic), and the portfolios are rebalanced every calendar
month. Both portfolios are rescaled to have a beta of one at portfolic formation. The betting against beta factor is a self-financing portfolio that is long the
low-beta portfelio and short the high-beta portfolio. This table includes all available common stocks on the Xpressfeed Global database for the 19 markets
listed in Table 1. The sample period runs from January 1984 to March 2012. Alpha is the intercept in a regression of monthly excess return. The explanatory
variables are the monthly returns of Asness and Frazzini (2013) mimicking portfolios and Pastor and Stambaugh (2003) liquidity factor. CAPM= Capital
Asset Pricing Model. Regarding the five-factor alphas the Pastor and Stambaugh (2003) liquidity factor is available only between 1968 and 2011. Returns are
in US dollars and do not include any currency hedging. Returns and alphas are in monthly percent, ¢-statistics are shown below the coefficient estimates,
and 5% statistical significance is indicated in bold. Beta (ex-ante) is the average estimated beta at portfolio formation. Beta (realized) is the realized loading
on the market portfolio. Volatilities and Sharpe ratios are annualized.

Portfolio Pl 1) P3 P4 P5 P6 P7 P8 P9 P10 BAB
(low beta) (high beta)
Excess return 063 067 069 058 067 063 054 0.59 044 030 064
(248) (244) (239) (196) (219) (193) (157)  (158) (110) (066)  (466)
CAPM alpha 045 047 048 036 044 039 028 0.32 015 000 064
(291)  (303) (296) (238) (286) (226) (160)  (155) (0.67) (-001)  (468)
Three-factor alpha 028 030 029 016 022 011 001  -003  -023 ~050 065
(219)  (222) (215 (129) (171) (078) (006) (-017)  (-120) (-194)  (481)
Four-factor alpha 020 024 020 010 019 008 004 0,06 ~016 —016 030
(142)  (164) (139) (074) (136) (053) (027)  (035) (-0.79) (-059)  (220)
Five-factor alpha 019 023 019 009 020 007 005 0.05 -019 —018 028
(138)  (159) (130) (0.65) (140) (042) (033)  (030) (-092) (-065)  (209)
Beta (ex ante) 061 070 077 08 088 093 099 106 115 135 0.00
Beta (realized) 066 075 078 085 087 092 098 103 109 116 -002
Volatility 1497 1627 1704 1757 1808 1942 2042 2205 2391 712 807
Sharpe ratio 050 050 048 040 044 039 032 0.32 0.22 013 095

BRIEIR: Journal of Financial Economics, RXIEZEHFER
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Regression results.

This table shows results from (pooled) time series regressions. The left-hand side is the month ¢ return of the betting against beta (BAB) factors.
To construct the BAB portfolios, all securities are assigned to one of two portfolios: low beta and high beta. Securities are weighted by the ranked betas
(lower beta security have larger weight in the low-beta portfolio and higher beta securities have larger weights in the high-beta portfolic), and the
portfolios are rebalanced every calendar month. Both portfolios are rescaled to have a beta of one at portfolio formation. The BAB factor is a self-financing
portfolio that is long the low-beta portfolio and short the high-beta portfolio. The explanatory variables include the TED spread and a series of controls.
Lagged TED spread is the TED spread at the end of month ¢ 1. Change in TED spread is equal to TED spread at the end of month ¢ minus Ted spread at the
end of month ¢~ 1. Short volatility return is the month ¢ return on a portfolio that shorts at-the-money straddles on the S&P 500 index. To construct the
short volatility portfolio, on index options expiration dates we write the next-to-expire closest-to-maturity straddle on the S&P 500 index and hold it to
maturity. Beta spread is defined as (HBeta - LBeta)/(HBeta* LBeta) where HBeta (LBeta) are the betas of the short (long) leg of the BAB portfolio at portfolio
formation. Market return is the monthly return of the rel market portfolio. Lagged inflation is equal to the one-year US Consumer Price Index inflation
rate, lagged one month. The data run from December 1984 (first available date for the TED spread) to March 2012. Columns 1 and 2 report results for US
equities. Columns 3 and 4 report results for international equities. In these regressions we use each individual country BAB factors as well as an
international equity BAB factor. Coelumns 5 and 6 report results for all assets in our data. Asset fixed effects are included where indicated, ¢-statistics are
shown below the coefficient estimates and all standard errors are

ADPAUESS

o
\

regression, standard errors are clustered by date and 5% statistical significance is indicated in bold.

d for h kedasticity (White, 1980). When multiple assets are included in the

US equities International equities, pooled All assets, pooled
Left-hand side: BAB return 1) 2) 3) (4) (5) (6)
Lagged TED spread -0.025 -0.038 -0.009 -0.015 -0.013 -0.018
(-5.24) (—4.78) (-3.87) (—4.07) (-4.87) (—465)
Change in TED spread -0.019 -0.035 -0.006 -0.010 -0.007 -0.011
(-2.58) (-4.28) (-2.24) (-273) (-242) (—2.64)
Beta spread 0.011 0.001 0.001
(0.76) (040) (0.69)
Lagged BAB return 0.011 0.035 0.044
(013) (1.10) (1.40)
Lagged inflation -0177 0.003 -0.062
(-0.87) (0.03) (-058)
Short volatility return -0.238 0.021 0.027
(-227) (0.44) (0.48)
Market return -0372 -0.104 -0.097
(-4.40) (-227) (-2.18)
Asset fixed effects No No Yes Yes Yes Yes
Number of observations 328 328 5725 5,725 8,120 8,120
Adiusted R? 0.070 0214 0.007 0.027 0.014 0.036

ERISEIR: Journal of Financial Economics, RXIEHHZIET
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Beta compression.

This table reports results Dt cross-sectional and time-series tests of beta compression. Panels A, B and C report cross-sectional dispersion of betas in US

2012. Each calendar month we

each

cross

measures. P1 to P3 report coefficients on a r

. mean

and all asset classes in our sample. The data run from December 1984 (first available date for the TED spread) to March

ion, and inter quintile range of betas. In Panel C we
for each asset class and average across asset classes. The row denoted all reports times series means of the dispersion
on a series of TED spread volatility dummies. TED spread volatility is

defined as the standard deviation of daily changes in the TED spread in the prior calendar month. We assign the TED spread volatility into three groups
(low. neutral, and high) based on full sample breakpoints (top and bottom one third) and regress the times series of the cross-sectional dispersion measure
on the full set of dummies (withoult intercept). ¢-Statistics are shown below the and 5% is in bold.
Panels D, E and F report conditional market betas of the betting against beta (BAB) portfolio based on TED spread volatility as of the prior month. The
dependent variable is the monthly return of the BAB portfolios. The explanatory variables are the monthly returns of the market portfolio, Fama and French
(1993), Asness and Frazzini (2013), and Carhart (1997) mimicking portfolios, but only the alpha and the market betas are reported. CAPM indicates the
Capital Asset Pricing Model. Market betas are allowed to vary across TED spread volatility regimes (low, neutral, and high) using the full set of dummies.
Panels D, E and F report loading on the market factor corresponding to different TED spread volatility regimes. All assets report results for the aggregate
BAB portfolio of Table 9, Panel B. All errors are for h ticity and autocorrelation using a Bartlett kernel (Newey and West, 1987)
‘with a lag length of sixty months.

Cross-sectional dispersion

Standard deviation

Mean absolute deviation

Interquintile range

Panel A: US equities

Al 0.32 0.25 043
P1 (low TED volatility) 0.34 0.27 045
P2 0.33 0.26 044
P3 (high TED volatility) 0.29 0.23 0.40
P3 minus P1 —~0.05 —~0.0a ~0.05
¢-Statistics (—271) (—243) (—1.66)
Panel B: International equities
Al 0.22 0.17 0.29
P1 (low TED volatility) 0.23 018 030
P2 0.22 0.17 0.29
P3 (high TED volatility) 0.20 016 0.27
P3 minus P1 .04 ~0.03 ~0.03
-Statistics (—2.50) (—-210) (—1.46)
Panel C: All assets
All 0.45 0.35 0.61
P1 (low TED volatility) 0.47 0.37 0.63
P2 0.45 0.36 0.62
P3 (high TED volatility) 0.43 033 0.58
P3 minus P1 ~0.04 ~0.03 ~0.06
-Statistics (—3.18) (—3.77) (—2.66)
Conditional market beta
Alpha  P1 (low TED volatility) P2 P3 (high TED volatility) P3Pl
Panel D: US equities
CAPM 1.06 ~0.46 ~0.19 ~0.01 045
(3.61) (—2.65) (—1.29) (—0.11) (3.01)
Control for three factors 0.86 —~0.40 ~0.02 0.08 0.49
(4.13) (—3.95) (~0.19) (0.69) (3.06)
Control for four factors 0.66 —0.28 0.00 0.13 040
(3.14) (—5.95) (0.02) (1.46) (4.56)
Panel E: International equities
CAPM 0.60 —~0.09 0.02 0.06 016
(2.84) (—1.30) (0.64) (1.28) (1.87)
Control for three factors 059 ~0.09 0.02 0.05 0.14
(3. 23) (—122) (0.74) (1.09) (1.70)
Control for four factors — 0. 0.05 0.07 011
(2 xs) (—116) (151) (2.03) (2.24)
Panel F: All assets
CAPM 054 043 0.07 0.01 014
(4.96) (—2.64) (—1.82) (0.21) (2.34)

FRIKIR: Journal of Financial Economics, RXIEZEHFER
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Testing the model's portfolio predictions, 1963-2012.

This table shows average ex ante and realized portfolio betas for different groups of investors. Panel A reports results for our sample of open-end actively-
managed domestic equity mutual funds as well as results a sample of individual retail investors. Panel B reports results for a sample of leveraged buyouts
(private equity) and for Berkshire Hathaway. We compute both the ex ante beta of their holdings and the realized beta of the time series of their returns. To
compute the ex-ante beta, we aggregate all quarterly (monthly) heldings in the mutual fund (individual investor) sample and compute their
ex-ante betas (equally weighted and value weighted based on the value of their holdings). We report the time series averages of the portfolio betas.
To compute the realized betas, we compute monthly returns of an aggregate portfolio mimicking the holdings, under the assumption of constant weight
between reporting dates (quarterly for mutual funds, monthly for individual investors). We compute equally weighted and value-weighted returns based on the
value of their holdings. The realized betas are the regression coefficients in a time series regression of these excess returns on the excess retums of the Center
for Research in Security Prices value-weighted index. In Panel B we compute ex ante betas as of the month-end prior to the initial takeover announcements
date. ¢-Statistics are shown to right of the betas estimates and test the null hypothesis of beta= 1. All standard errors are adjusted for heteroskedasticity and
autocorrelation using a Bartlett kernel (Newey and West, 1987) with a lag length of 60 months. A 5% statistical significance is indicated in bold.

Ex ante beta of positions Realized beta of positions
Investor, method Sample period Beta t-Statistics Beta ¢-Statistics
(HO: beta=1) (HO: beta=1)

Panel A: Investors likely to be constrained

Mutual funds, value weighted 1980-2012 1.08 2.16 1.08 6.44

Mutual funds, equal weighted 1980-2012 1.06 184 112 329

Individual investors, value weighted 1991-1996 125 8.16 1.09 370

Individual investors, equal weighted 1991-1996 125 7.22 1.08 213
Panel B: Investors who use leverage

Private equity (all) 1963-2012 0.96 -150

Private equity (all), equal weighted 1963-2012 094 -2.30

Private equity (LBO, MBO), value weighted 1963-2012 0.83 -315

Private equity (LBO, MBO), equal weighted 1963-2012 0.82 -347

Berkshire Hathaway, value weighted 1980-2012 091 -2.42 077 -365

Berkshire Hathaway, equal weighted 1980-2012 0.90 -3.81 083 ~244

BRI Journal of Financial Economics, RXIESFFIET
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