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Abstract

Objective of this study is to study Style Investing that used asset growth (AG) and market value of
common stocks (Size) created a 5x5 AG-Size style portfolios and used the past 6- and 12-month average
return of 5x5 AG-Size style portfolios to predict the future cumulative return of individual stocks inside that
portfolios. Then, use this relationship applied to the momentum strategy to measure how much the
benefits that investors can earn.

The result shows that the past 6- and 12-month average return of 5x5 AG-Size style portfolios are
jointly predict future 6- and 12-month cumulative individual stock returns significantly and have a negative
relation. While the explanatory power of the past average return of Size-BM style portfolios totally
disappear. Moreover, if there are not past individual stock return variable in the models, the past average
return of AG-Size style portfolios remains predictability power in 6- and 12-month future cumulative retumn

of individual stocks.
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Since the relationship between the past average return of AG-Size style portfolios and future return
of individual stocks are opposite direction and momentum profit cannot be generated based on these
assumptions. However, investors can use the contrarian strategy (buy loser and sell winner portfolio) to

generate significantly raw returns up to 31% in 12-month holding periods.
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Variable 6-Month Future Return 12-Month Future Return
(1) 2) (3) (4) (1) 2) (3) (4)
Pret6 -0.166 -0.09 0.301 0.413**
(-1.07) (-0.60) (1.63) (2.06)
Sret(S,B)6  0.17 0.044 0.005 -0.055 -0.312 -0.537* -0.113 -0.249
(0.86) (0.21) (0.02) (-0.30) (-1.04) (-1.81) (-0.48) (-1.01)
Sret(A,S)6 -0.123 -0.322* -0.16 -0.342**  -0.512 -0.727%*  -0.373 -0.532**
(-0.79) (-1.91) (-1.09) (-2.15) (-2.15) (-3.00) (-1.61) (-2.30)
(n(Size) -0.005 -0.006 -0.019%** -0.019%**
(-1.46) (-1.63) (-3.15) (-3.25)
(n(BM) -0.012** -0.012** -0.032%* -0.033%**
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(-2.25) (-2.24) (-4.24) (-4.66)
AG -0.039 -0.05 -0.083 -0.094
(-0.71) (-0.90) (-1.21) (-1.42)
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Variable 6-Month Future Return 12-Month Future Return
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(-2.35) (-2.91) (-1.87) (-2.17) (-4.00) (-5.25) (-2.11) (-2.71)
(n(Size) -0.01** -0.009** -0.023%** -0.022%*
(-2.55) (-2.50) (-3.98) (-3.88)
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(-2.36) (-2.58) (-4.56) (-5.13)
AG -0.039 -0.05 -0.141** -0.145**
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Raw Returns

K=1 K=3 K=6 K=12

Panel A: 3x3 Style Returns measured over the prior 6 months

Winner -0.020 -0.007 -0.015 -0.057

Loser 0.003 0.015 0.110 0.253

Loser-Winner 0.023 0.021 0.125** 0.310%**
(-1.11) (-0.53) (-1.94) (-4.70)

Panel B: 3x3 Style Returns measured over the prior 12 months
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Loser-Winner 0.014 0.030 0.070 0.229**
(-0.73) (-1.00) (-1.01) (-2.48)
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