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(11) Ri 41 Rog +agelAiy + 2o ISKEW; ; + A X + 2041,

where R; ;. is the excess return, which is the difference between the monthly stock return on stock / and the 1-month
T-bill rate at time t+1 or the risk-adjusted return on stock 7 at t +1, which is adjusted for the Fama-French 3 factors;
[A;; is either IS, ;; or IE,; for stock i at time f; and X;; is a set of control variables. For columns 1-7, the dependent
variable is the excess return (R). The risk-adjusted return (RA) is the dependent variable for columns 8-14. We adjust

the Fama-MacBeth standard errors using the Newey and West (1987) correction with three lags.

significance at the 10%, 5%, and 1% levels, respectivaly.

EE

and ** indicate

1 2 3 4 5 6 7 ] 9 10 11 12 13 14
R A R R R A A R RA A R R RA RA
ISKEW o012 0.004 —0.005 0.012 0.002 —0.020 —0.027 —0.015 —0.022 —0.011
(0.43) (0.12) (—0.29) (0.42) (0.10) (—1.08) (—1.38) (—0.94) (—1.12) (—0.68)
IEg —3.866°* —4.102** —3.286"" —2.862 —3.232"* 2567
(—2.01) (—2.88) (—4.18) (—3.24) (—3.49) (—3.60)
15 —0.883 —0.804** 0. 738" —0.605*** —0.759*+  —0.667**
(—2.63) (—2.74) (—3.51) (—3.21) (—3.39) (—3.41)
SIZE 0280 —0.281* —0.245** —0.248**
(—8.21) (—8.23) (—12.51) (—12.54)
BM 0185 0.185* 0.017 0.017
(3.52) (3.52) (0.47) (0.48)
MOM o.oogt 0.008 0.008 0.0oa*
(5.62) (5.59) (5.65) (5.63)
TURM 0.004 0.003 0.001 0.001
(0.13) (D.11) {0.03) (0.05)
ILLIC 0.035 0.035* 0.043 0.043
(2.40) (2.41) (2.87) (2.88)
B 0.285 0.2
(1.09) (1.11)
MAX 0.037+ 0.035% 0.022 0.020*
(5.00) (4.73) (2.97) (2.69)
IVOL —0.445 —0.444% —0.342% —0.349"
{—14.05) (—14.08) (—12.49) (—12.48)
COSKEW —1.313** —1.315* —1.113 —1 414
(—3.87) (—3.88) (—3.61) (—3.62)
COKURT 0.600% 0.598 0.681* n.gaz
(5.32) (5.30) (8.25) (8.26)
REV —0.038 —0.0c8
(—10.09) (—10.01)
REVA —0.044* 0440
(—12.28) (—1221)
Constant  0.644*°  0.664* 0659 0657 19200 0.648™ 1925* 0056  0.056° 0.054* 0.066* 1.059**  0.061° 1.067**
(2.54) (2.88) (2.88) (2.81) (6.90) (2.87) (6.92) (1.59) (1.73) (1.66) (1.84) (8.53) (1.73) (8.59)
R? 0.003 0.002 0.001 0.005 0102 0.004 0.102 0,002 0001 0,001 0.003 0.049 0.003 0.042
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Table 4
Fama-MacBeth regression.
(68 (2) (3 4 (3) (6) )] (8) (9 (10} (1 (12) (13)
DeltaES1 —0. 131 %% —0.12] %%+ —0. 117 %** —0.108%** —0.121%=* —0.105%** —0.09] +## —0.087 %%+ —0.090%** —0.094%*= —0.09]1##* —0.065%* —0.060%*
(—4.76) (—4.78) (—4.76) (—4.62) (—5.26) (—4.39) (—4.01) (—3.68) (—3.67) (—3.37) (—3.28) (—2.45) (—2.05)
SIZE —0.467*** —0.476*%** —0.535%** —0.455%** —0.52] *** —0.655%** —0.657*** —0.640%** —0.653%** —0. 791 *** —0.770%** —0.755%%*
(—2.83) (—2.73) (—3.23) (—2.64) (—3.03) (—3.67) (—3.70) (—3.67) (—3.74) (—3.89) (-3.82) (—3.75)
BM 0.176* 0.165 0.064 0.032 0.004 0.006 0.004 0.008 0.015 0.043 0.026
(1.72) (1.64) (0.63) (0.32) (0.04) (0.06) (0.04) (0.09) (0.16) (0.47) (0.28)
MOM 0.003 0.001 0.000 0.002 0.003 0.003 0.002 0.002 0.004 0.004
(0.81) (0.27) (0.04) (0.73) (0.84) (0.83) (0.64) (0.71) (1.07) (1.19)
REV —0.052%=* —0.062%** —0.06] *** —0.050%*** —0.049%** —0.05]*** —0.052%** —0.052%%* —0.053***
(—7.67) (—10.24) (—9.90) (—6.46) (—6.28) (—6.24) (—6.37) (—6.38) (—6.31)
BETA —2.127%= —1.688* —1.722* —1.732* —1.905*%* —1.887* —1.886* —1.991*
(—2.34) (-1.76) (—1.77) (—1.78) (—1.99) (—1.94) (—1.94) (—1.93)
DSBETA 1.219%** 1.196+%*= 1.190*** 1.207*** 1.168%** 1.137+*% 1.117%%* 1.11G%*#
(3.81) (3.84) (3.82) (3.86) (4.01) (3.92) (3.78) (4.11)
TRBETA 2.633 2.847 2.636 2.677 2,374 2.328 2.280 2,053
(0.95) (1.02) (0.94) (0.94) (0.84) (0.81) (0.81) (0.77)
TURN —1.377%*# —1.327 %%+ —1.348%%* —1.169%** —1.478%%#* —1.397 k%% —1.485%%*
(—4.33) (—4.38) (—4.43) (—3.53) (—4.78) (—4.51) (—4.93)
MAX —0.042%% —0.040%* —0.017 —0.014 —0.014 —0.011
(—2.54) (—2.32) (—0.50) (—0.42) (—0.42) (—0.32)
ISKEW —0.018 0.016 0.014 0.013 0.001
(—0.43) (0.34) (0.29) (0.37) (0.02)
IVOL —0.067 —0.075 —0.058 —7.681
(—0.25) (—0.28) (—0.22) (—10.28)
ILLIG) 2.138 2.311 2.387
(0.92) (0.99) (1.05)
DIVOL —0.250%%+* —2D5%*#
(-2.08) (~2.03)
ES1 0.060
(0.77)
Constant 0.993 4,493+ ** 3.404* 3.795%+ 3.730% 5.544%%% 6.929% = F.012%% 6.976%** 7.157%%% B.236%** T.B24% %% 7.380%%*
(1.46) (2.97) (1.79) (2.03) (1.91) (2.77) (3.36) (3.46) (3.45) (3.53) (3.84) (3.68) (3.71)
Avg R® 0.007 0.042 0.053 0.069 0.085 0.123 0.128 0.132 0.133 0.145 0.150 0.155 0.159

The table reports the time-series averages of the slope coefficients and the associated t-values from the Fama-MacBeth regression of the stock excess returns on various pricing variables (the first column)
using monthly data from January 1999 to December 2019. ExR; 11 = fo, : + /1, DeltaES1; ¢ + AKX ¢ + £ 41

where ExR; ,.; is the excess return, which is the difference between the monthly stock return on stock i and one-year deposit rate at time t + 1 and DeltaES1; ,is the DeltaES1 for stock i at time t. X; , is a set
of control variables. The t-values are reported using the Newey-West (1987) procedure and average R-squared statistics for each regression are presented in the last row. Significance at the 1%, 5%, and
10% levels is indicated by ***, ** and *, respectively.
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Table 12

Fama-MacBeth regressions.

This table reports the results of regressing monthly returns on the expected returns forecasted by the trend signals and other firm-specific variables. The
regression is a modified Fama-MacBeth cross-sectional regression with weighted least squares (WLS) in the first step. The weights are the inverse of the
stock variance estimated from the whole sample period. For robustness, the table reports three specifications of the forecasted expected returns, ERgfd.
ERr'sd. and EREF% using rolling 12-month, 6-month, and 60-month averages, respectively, to estimate the true coefficients. Newey and West (1987) robust

.
t-statistics are in parentheses and significance at the 1% level is given by ***. The sample period is from June 1930 through December 2014.

(1) (2) 3) (4) (5) (6) (7) (8)
Intercept —0.17 %= —0.07#= —0.12%+ —0.18%= —0.15%= —0.15%= —0.18=+ —0.22%==
(—6.41) (—3.35) (—6.46) (—13.06) (—6.91) (—11.76) (—5.86) (—15.30)
EJ'I}EEE 0.67+= 0.61*= 0.47 %= 0.58%=
(7.84) (4.22) (7.87) (1715)
ERErd 0.54#+ 0.50%+
(8.85) (15.74)
EREF% 0.77% 0.69%+
(6.48) (18.78)
Log(size) —1.00* —1.00* —1.21#+ —1.56%* —1.09* —1.56%** —1.02% —1.5G+
(—1.98) (—-2.19) (—2.79) (—3.58) (=2.16) (-3.59) (=2.01) (=3.54)
log({B/M) 1.52% 143 1.39% 0.69 1.50% 0.68 1.50% 0.56
(2.06) (212) (2.20) (0.80) (2.05) (0.80) (2.03) (0.65)
R_4 —0.24 —0.57= —0.32%== —0.37 —0.25%=
(—143) (—=7.57) (—6.20) (—6.57) (—4.45)
R 0.61 0.76* 0.27 0.22 0.21
(1.03) (2.13) (0.96) (0.77) (0.75)
R_go._a5 —013 0.16 —1.38% —1.39%+ —1.31+
(—0.08) (0.11) (—2.09) (=217) (—1.98)
Vol —0.15 —0.10%+ —0.11+= —0.12%
(-1.39) (—1.98) (—-2.03) (—2.26)
Turnover 11.0¢ 9.91+ 10.1%* 10.1#
(1.76) (2.46) (2.61) (2.40)
*Zero —0.39 —-0.55* —0.56* —-0.55*
(—1.14) (=1.73) (—1.79) (-1.66)
C/P 0.40%+ 0.40%=* 0.40%+
(3.84) (3.99) (3.72)
E/P 0.10 0.09 0.12
(1.37) (1.20) (1.39)
S|P —0.35 —-0.32 —0.41*

(~1.64) (—1.56) (-1.67)
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Table 1

The trend factor and other facrors: 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 rartio, skewness, and excess kurtosis. The r-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 (%) Std dev (%) Sharpe ratio Skewness Excess kurtosis

Trend 1.63%+

(15.0)
SREV 0.79%+#
(7.21)
MOM  0.79%+
(3.29)
LREV 0.34##
(3.09)
Market 0.62**
(3.69)
SMB 0.27%++
(2.63)
HML 0.47 %+

(3.64)

3.45

3.49

7.69

3.50

5.40

3.24

3.58

0.47

0.23

0.10

0.10

012

0.08

0.11

1.47

0.99

—4.43

293

0.27

2.04

215

11.3

8.22

40.7

248

8.03

19.9

18.9
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Factor Mean (%) Std dev (%) Sharpe ratio Skewness Excess kurtosis

Panel A: Recession periods

Trend  2.34* 5.05 0.46 1.02 5.73
(6.38)
SREV 120+ 5.40 0.22 0.85 3.35
(3.05)
MOM 0.20 11.5 0.02 —3.20 17.6
(0.25)
LREV 0.49 415 012 1.25 6.22
(1.59)
Market -0.67 8.24 —0.08 0.50 3.90
(—1.13)
SMB 0.02 332 0.01 0.54 20
(0.08)
HML 0.18 5.11 0.03 299 19.9
(0.48)
Panel B: Financial crisis {12/2007 - 06/2009)
Trend 0.75 5.06 0.15 0.83 0.28
(0.65)
SREV —0.82 5.66 —-0.14 -0.11 -1.11
(—0.63)
MOM —3.88 13.4 -0.29 —1.42 1.77
(—1.26)
LREV 0.03 373 0.01 0.19 -0.12
(0.03)
Market -2.03 7.07 -0.29 -0.21 —0.24
(—1.25)
SMB 0.63 2.50 0.25 0.25 —0.79
(1.10)
HML —0.44 3.83 -0.11 —0.83 0.87

(—0.50)
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* MDD 8y 52 7 A Bl il

-

MKT SMB VMG FPMO SMB® VMG®™ Trend

Panel A: Summary statistics

Mean (%) 0.01  1.00%* 1.00%%F (.89%*% (O(F* 1.20%%x 1 43%F%*
(1.20) (2.42) (4.06) (3.26)  (2.46)  (5.11) (6.10)
Std. dev. (%) 8.30 4.96 3.97 3.92 4.32 3.35 3.00
Sharpe ratio 0.11 0.20 0.28 0.23 0.21 0.38 0.48
Skewness -0.38  -0.05 0.21 -0.73 0.08 0.14 0.33

MDD (%) 69.33  26.06 19.69 25.69 23.09 13.06 13.17




