

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
				
			
		
			
		
			
		
			
				
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Have Capital Market Anomalies Attenuated in the Recent Era of High Liquidity and Trading Activity?

	
    
        
            
            







    
    










    
    
    
    











			
                    Journal of Accounting & Economics (JAE), Vol. 58, No. 1, 2014
 
        

    
	

	
	
		
		
			50 Pages
		
		

		Posted: 27 Mar 2012
		
			Last revised: 23 Jul 2014
		
		
	

	
		
			
			




	See all articles by Tarun ChordiaTarun Chordia
Emory University - Department of Finance
Avanidhar Subrahmanyam
University of California, Los Angeles (UCLA) - Finance Area; Financial Research Network (FIRN)
Qing Tong
Shanghai LiLi Technology Co.,Ltd.


		

	
	
	
	
	



	
	
	
	
		
	
	
		
			Date Written: May 12, 2014

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We examine whether the recent regime of increased liquidity and trading activity is associated with attenuation of prominent equity return anomalies due to increased arbitrage.  We find that the majority of the anomalies have attenuated, and the average returns from a portfolio strategy based on prominent anomalies have approximately halved after decimalization.  We provide evidence that hedge fund assets under management, short interest and aggregate share turnover have led to the decline in anomaly-based trading strategy profits in recent years.  Overall, our work indicates that policies to stimulate liquidity and ameliorate trading costs improve capital market efficiency. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Anomalies, market efficiency, cross-section of returns

	
	

	
    

    
	

	
	
		JEL Classification: G12, G14

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Chordia,  Tarun and Subrahmanyam,  Avanidhar and Tong,  Qing, Have Capital Market Anomalies Attenuated in the Recent Era of High Liquidity and Trading Activity? (May 12, 2014). Journal of Accounting & Economics (JAE), Vol. 58, No. 1, 2014,  Available at SSRN: https://ssrn.com/abstract=2029057 or http://dx.doi.org/10.2139/ssrn.2029057 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Tarun Chordia

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Emory University - Department of Finance  ( email )

			

			
			
				
				
				
					Atlanta, GA  30322-2710
United States
404-727-1620 (Phone)
404-727-5238 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Avanidhar Subrahmanyam (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				University of California, Los Angeles (UCLA) - Finance Area  ( email )

			

			
			
				
				
				
					Los Angeles, CA  90095-1481
United States
310-825-5355 (Phone)
310-206-5455 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Financial Research Network (FIRN)]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Financial Research Network (FIRN) 

			

			
			
				
				
				
					C/- University of Queensland Business School
St Lucia, 4071 Brisbane
Queensland
Australia

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Qing Tong

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Shanghai LiLi Technology Co.,Ltd.  ( email )

			

			
			
				
				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				    2,242

			

		
		
		
			Abstract Views

			   11,393

		

		
		 
		
			Rank

			   12,541

		

		
	


	
		
            
            	       76 Citations
		

	

	
		
			
				       75 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Singapore Management University Lee Kong Chian School of Business Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Singapore Management University Lee Kong Chian School of Business Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            5,787

                                    

                                    
                                        PAPERS

                                              390

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Melvyn Teo at Singapore Management University - Lee Kong Chian School of Business

                                    

                                
                            

                        

                    

                
	
                    Behavioral & Experimental Finance eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Behavioral & Experimental Finance eJournal

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            3,707

                                    

                                    
                                        PAPERS

                                           16,904

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Victor Ricciardi at Ursinus College

                                    

                                
                            

                        

                    

                


            

            
                
                

                	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,918

                                    

                                    
                                        PAPERS

                                           23,375

                                    

                                

                                
                            

                        

                    

                
	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,900

                                    

                                

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Illiquidity and Stock Returns: Cross-Section and Time-Series Effects

                        
                            By
                                
                                
                                    
                                    Yakov Amihud
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Illiquidity and Stock Returns: Cross-Section and Time-Series Effects

                        
                            By
                                
                                
                                    
                                    Yakov Amihud
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Liquidity Risk and Expected Stock Returns

                        
                            By
                                
                                
                                    
                                    Lubos Pastor
                                     and 
                                
                                    
                                    Robert F. Stambaugh
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Liquidity Risk and Expected Stock Returns

                            
                                By
                                    
                                    
                                        
                                        Lubos Pastor
                                         and 
                                    
                                        
                                        Robert F. Stambaugh
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Liquidity Risk and Expected Stock Returns

                            
                                By
                                    
                                    
                                        
                                        Lubos Pastor
                                         and 
                                    
                                        
                                        Robert F. Stambaugh
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Is Information Risk a Determinant of Asset Returns?

                            
                                By
                                    
                                    
                                        
                                        David Easley, 
                                        
                                    
                                        
                                        Soeren Hvidkjaer, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Commonality in Liquidity

                            
                                By
                                    
                                    
                                        
                                        Tarun Chordia, 
                                        
                                    
                                        
                                        Avanidhar Subrahmanyam, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Liquidity and Market Structure

                            
                                By
                                    
                                    
                                        
                                        Sanford J. Grossman
                                         and 
                                    
                                        
                                        Merton H. Miller
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Common Factors in Prices, Order Flows and Liquidity

                            
                                By
                                    
                                    
                                        
                                        Joel Hasbrouck
                                         and 
                                    
                                        
                                        Duane J. Seppi
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Common Factors in Prices, Order Flows and Liquidity

                            
                                By
                                    
                                    
                                        
                                        Joel Hasbrouck
                                         and 
                                    
                                        
                                        Duane J. Seppi
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
			
				
			
			
		
	
		
	
		
	
		
	
		
	
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.111 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
