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AP FapA o] ok x3} Folo] Ao Bk
S(overreaction) & 28 H|FEH Aolztle FF
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Conrad and Kaul(1998), Schiereck, DeBont, and
Weber(1999) oA A|71% wpel 3Fo] FEZE
Q BF7IZbe wet Dbl 4 otk o] & kst
o B AFdME AF7IHKE 3, 6, 9, 12, 24,
36MeY To= AAste dFY F - F7I3
Ax AFe] Folg TeotatAdh ® 2
o FAZIZHDE 3,6, 9, 12712 &

g Art. 4 2 izt 2EEF

v <% >3 Zrh

of
o

E

:in__
2
1S

fo [o
M L[
1x o2

iy o
B 2 to

] 3 6
K W L W L
3 return | 0.0063 | 0.0145 | 0.0055 | 0.0139
p-value | 0.7332 | 04179 | 0.7471 | 0.4413
6 return | 0.0056 | 0.0126 | 0.0056 | 0.0100
p-value | 05813 | 0.1682 | 0.5867 | 0.2688
9 return | 0.0045 | 0.0117 | 0.0007 | 0.0108
p-value | 0.6135 | 0.1841 | 0.9392 | 0.1899
i return | 0.0127 | 0.0212 | 0.0091 | 0.0204
p-value | 0.0492 | 0.0067 | 0.1506 | 0.0098
o return | 0.0140 | 0.0201 | 0.0133 | 0.0190
p-value | 0.0004 | 0.0000 | 0.0002 | 0.0001
% return | 0.0143 | 0.0191 | 0.0131 | 0.0188
p-value | 0.0003 | 0.0000 | 0.0004 | 0.0000
] 9 12
K W L W L
3 return | 0.0049 | 0.0131 | 0.0033 | 0.0111
p-value | 0.7790 | 0.4618 | 0.8487 | 0.5527
6 return | 0.0056 | 0.0094 | 0.0026 | 0.0101
p-value | 05729 | 0.3204 | 0.7899 | 0.2986
9 return | 0.0007 | 0.0095 | -0.0007 | 0.0103
p-value | 09313 | 0.2561 | 0.9337 | 0.2125
> return | 0.0118 | 0.0165 | 0.0108 | 0.0169
p-value | 0.0720 | 0.0143 | 0.1387 | 0.0083
o4 return | 0.0148 | 0.0171 | 0.0144 | 0.0171
p-value | 0.0001 | 0.0000 | 0.0001 | 0.0002
% return | 0.0148 | 0.0174 | 0.0150 | 0.0168
p-value | 0.0003 | 0.0000 | 0.0004 | 0.0000
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WA XEZYQ FA7|Ite] 3MYA BSE 07 YEZFQ A7) 127199 AS ng7)
AWRY BE BG|7e A AATEZLS 7 9Ll M §ol(p<2%)F 23} oo I
L)e] 8o FAXLEZYIW)ET =4 Y A= ATt
Byttt 283, 4 XEEZE QY AIE HF7]
ko] 3L ~9MERl As FAA fFode v (H 2) AdFANEre| Mt
12709 o]de] 7|t A= ool e = ] 3 6 9 12
2 Ao2 Yegt F, FAA 2 B K LWl LW | LW | L-w
ol Folass Svketglt ot @ d¥= X E return | 0.0082 | 0.0084 | 0.0083 | 0.0078
FEe ARl 671, O, 127099 B4 3 [ ovalue | 0237 | 03221 | 03763 | 04321
el LEEZS AILAANE fAletA return | 0.0070 | 0.0044 | 0.0038 | 0.0075
ehatt o, XEEES A7 1270deln 6 p-value | 0.0406 | 0.2750 | 0.4271 | 0.1741
BH7)17 9L = 12, K = 98 H9-9] $A% return | 0.0072 | 0.0101 | 0.0088 | 0.0110
EZo At S(-)ez Yehd Ho| vrart 9 [ ovalue | 00204 | 00047 | 00377 | 0.0197

o] W&S T, XEZYL F+A7IT |y _return 0.0086 | 0.0114 | 0.0046 | 0.0061
7 ®E7|ze] Aaglo] WATEZE S A p-value | 0.0254 | 0.0240 | 0.1893 | 0.2138
7t SAXEZY SR A B AR oy |_etum | 00061 | 0.0057 | 00024 | 00028
gyl olgs Ads ATEZ S s p-value | 0.0014 | 0.0374 | 0.2314 | 0.2739
T EATEEICE ujma o mapa kol 4 |_etum | 0.0048 | 0.0057 | 0.0026 | 00018
S EFS AAFSTL p-value | 0.0082 | 0.0060 | 0.0537 | 0.3395
4.2 EXtEeo| M1} ool Ulge FR, EAA felde xE

. . L EEe P nAIER delvt lon
Aol MWETEANGAG He A wa A o oo WA R, Sl 2
O A 7128 W, el FAALANE ST
ar defol mUREAAGRT f28 Aow W9
<E 2> XEZZS AV Y B4V au.
(K)d d 5o A3g HolErh X EEY
2 FA4713ke] 3MLEY B, LS A9 6714 4.3 EXANTIO| SIA
~36/198 RE BTN S HEAAHL-
W)ol A7t A= fFolgh F(+) gho = v Fama and French(1993, 1996) 52 7|t %
s (size), BFIA/NAIA, AF2L & 3749 28]
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(Abstract)

Performance of Investment Strategies by Using
Momentum Effect in Korea Stock Market

Kam, Hyung Kyu* - Shin, Yong Jae

The phenomenon that stock returns relate to their own lagged cumulative stock return is called mo-
mentum effect. If the momentum effect is positive, investors can gain abnormal profits by employing
a momentum strategy of buying past winner portfolio and selling past loser portfolio. On the other
hand, if the momentum effect is negative, investors can earn profits through a contrarian strategy of
selling past winner portfolio and buying past loser portfolio.

Market efficiency theorists argue that profits of momentum or contrarian strategies are the rational
compensation for systematic risk. In sharp contrast, behavioral economists take a different view. They
attribute profits of those strategies to systematic errors in investors’ expectation, underreaction or
overreaction, observed in capital markets in terms of psychology. Evidences found in prior studies
suggest momentum or contrarian strategies generate significant abnormal returns. In spite of such re-
sults, the fundamental reason for their profits remains a matter to the debate in both academic and
practitioner groups.

This study examines the profitability of investment strategies which are based on momentum effect
in Korea stock market. The data for this empirical analysis are obtained form KIS-value and TS 2000
database. We classify individual stocks into winner portfolio and loser portfolio by using price mo-
mentum and then evaluate the performance of winner portfolio, loser portfolio, and momentum or
contrarian investment strategies over various holding periods. We employ the size-based and book-
to-market ratio (B/M)-based portfolio approach and Fama and French three-factor model to identify
the source of abnormal profits of those investment strategies.

We find that (i) returns of winer portfolio are higher than that of loser portfolio in all portfolio
formed on the basis of momentum horizons (J = 3, 6, 9, 12-month) and holding periods (K = 3, 6,
9, 12, 24, 36-month) and returns of portfolio based on all kinds of price momentums are statistically
significant over 12-month to 36-month holding periods. (ii) all arbitrage returns of contrarian invest-
ment strategies by using price momentums are positive though some of them are statistically sig-

nificant (iii) the profits of contrarian investment strategy is partially related to systematic risks.

Key Words: Momentum Effect, Price Momentum, Momentum Investment Strategy, Contrarian
investment Strategy, 3-factor Model
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