

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	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
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	What Do We Really Know About the Cross-Sectional Relation
Between Past and Expected Returns?

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			50 Pages
		
		

		Posted: 25 Jan 2002
		
		
		
	

	
		
			
			




	See all articles by Mark GrinblattMark Grinblatt
University of California, Los Angeles (UCLA) - Finance Area; Yale University - International Center for Finance; National Bureau of Economic Research (NBER)
Tobias J. Moskowitz
AQR Capital; Yale University, Yale SOM; National Bureau of Economic Research (NBER)


		

	
	
	
	
	



	
	
	
	
		
		
	
	
		
			Date Written: December 2001

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		Multihorizon temporal relationships between stock returns are complex due to confounding sources of return premia, microstructure effects, and changes in the relationship over various horizons.  We find the relation to be further complicated by the sign and consistency of the past return that also varies, somewhat sensibly, with the season and the tax environment. Accounting for these additional effects using a parsimonious technical trading rule generates surprisingly large abnormal returns, despite controlling for microstructure effects, transaction costs, and date-snooping biases.  The documented variation in profits across stock characteristics, season, and tax environment appears inconsistent with existing theory, but may point to future explanations for the relation between past and expected returns. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
		JEL Classification: G12, G14

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Grinblatt,  Mark and Moskowitz,  Tobias J. and Moskowitz,  Tobias J., What Do We Really Know About the Cross-Sectional Relation
Between Past and Expected Returns? (December 2001).  Available at SSRN: https://ssrn.com/abstract=296643 or http://dx.doi.org/10.2139/ssrn.296643 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	

	

	

	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Mark Grinblatt

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


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

			

			
			
				
				
				
					Los Angeles, CA  90095-1481
United States
310-825-1098 (Phone)
310-206-5455 (Fax)

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
						
						


						
					
					[image: Yale University - International Center for Finance]
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				Yale University - International Center for Finance 

			

			
			
				
				
				
					Box 208200
New Haven, CT  06520-8200
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Tobias J. Moskowitz (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: AQR Capital]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				AQR Capital  ( email )

			

			
			
				
				
				
					Greenwich, CT
United States

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Yale University, Yale SOM  ( email )

			

			
			
				
				
				
					493 College St
New Haven, CT CT 06520
United States

				

				
			

			
				
				
					HOME PAGE: http://som.yale.edu/tobias-j-moskowitz
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
		

		
		
		
		

		
		
			
				
			

			
				
				
					
				
					
					
					
				
			

			
				
				
				


				National Bureau of Economic Research (NBER) 

			

			
			
				
				
				
					1050 Massachusetts Avenue
Cambridge, MA  02138
United States

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [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

				    1,133

			

		
		
		
			Abstract Views

			    6,747

		

		
		 
		
			Rank

			   35,335

		

		
	


	

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Microeconomics: General Equilibrium & Disequilibrium Models of Financial Markets eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Microeconomics: General Equilibrium & Disequilibrium Models of Financial Markets eJournal

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

                                
                                    
                                        FOLLOWERS

                                            1,226

                                    

                                    
                                        PAPERS

                                           11,048

                                    

                                

                                
                            

                        

                    

                
	
                    Econometric Modeling: Capital Markets - Asset Pricing eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Econometric Modeling: Capital Markets - Asset Pricing eJournal

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

                                
                                    
                                        FOLLOWERS

                                              637

                                    

                                    
                                        PAPERS

                                           10,150

                                    

                                

                                
                            

                        

                    

                


        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        A Model of Investor Sentiment

                        
                            By
                                
                                
                                    
                                    Nicholas Barberis, 
                                    
                                
                                    
                                    Andrei Shleifer, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        A Unified Theory of Underreaction, Momentum Trading and Overreaction in Asset Markets

                        
                            By
                                
                                
                                    
                                    Harrison G. Hong
                                     and 
                                
                                    
                                    Jeremy C. Stein
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Momentum Strategies

                        
                            By
                                
                                
                                    
                                    Louis K.c. Chan, 
                                    
                                
                                    
                                    Narasimhan Jegadeesh, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Bad News Travels Slowly: Size, Analyst Coverage and the Profitability of Momentum Strategies

                            
                                By
                                    
                                    
                                        
                                        Harrison G. Hong, 
                                        
                                    
                                        
                                        Terence Lim, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Price Momentum and Trading Volume

                            
                                By
                                    
                                    
                                        
                                        Charles M.c. Lee
                                         and 
                                    
                                        
                                        Bhaskaran Swaminathan
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Mean Reversion in Stock Prices:  Evidence and Implications

                            
                                By
                                    
                                    
                                        
                                        James M. Poterba
                                         and 
                                    
                                        
                                        Lawrence H. Summers
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            International Momentum Strategies

                            
                                By
                                    
                                    
                                        
                                        K. Geert Rouwenhorst
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Profitability of Momentum Strategies: An Evaluation of Alternative Explanations

                            
                                By
                                    
                                    
                                        
                                        Narasimhan Jegadeesh
                                         and 
                                    
                                        
                                        Sheridan Titman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Profitability of Momentum Strategies:  an Evaluation of Alternative Explanations

                            
                                By
                                    
                                    
                                        
                                        Narasimhan Jegadeesh
                                         and 
                                    
                                        
                                        Sheridan Titman
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            When are Contrarian Profits Due to Stock Market Overreaction?

                            
                                By
                                    
                                    
                                        
                                        Andrew W. Lo
                                         and 
                                    
                                        
                                        A. Craig Mackinlay
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					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   0.100 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
