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Abstract

Objective

This study aims to develop threshold asset pricing models to enhance the performance of
common multi-factor models. Over the past thirty years, asset pricing models have evolved
by incorporating pricing anomalies as new factors that previous models could not explain,
leading to the introduction of hundreds of such factors. This proliferation underscores the
importance of the “parsimony” principle, which advocates for models with minimal factors
and maximal explanatory power. Given the abundance of potential variables influencing
asset returns, it is essential to seek models that balance simplicity and effectiveness. In line
with this principle, this study proposes threshold asset pricing models where the proposed
factors are applied selectively to certain companies rather than universally. Through cross-
sectional tests and threshold cross-sectional regression analyses, the research examines the
threshold effect of variables such as credit risk on expected returns, using the debt ratio as a
threshold variable. It is anticipated that the impact of credit risk or financial distress on
expected returns will differ across various levels of indebtedness. If the threshold effect of
the debt ratio proves significant, credit risk factors can be applied selectively to specific
groups of assets with particular characteristics in time-series tests. The ultimate goal is to
develop a model that, instead of incorporating factors in a binary manner, considers their
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presence for certain assets based on threshold conditions. This approach aims to maximize
explanatory power while adhering to the parsimony principle, ultimately improving the
effectiveness of asset pricing models by using factors only where they are most relevant.

Methods

To evaluate the performance of threshold asset pricing models, data from companies in the
Iranian capital market (2001-2023) were used after applying common filters. Threshold
regression techniques investigated the threshold effect, and the GRS test along with A(Jal),
A(lai}/|r;]), and AR?, tested the research hypotheses.

Results
The results demonstrate that the distance-to-default variable, both individually and in

conjunction with other characteristics, is influenced by the threshold effect of the debt ratio.
Specifically, there is a significant negative relationship—where a lower distance-to-default
corresponds to higher expected returns—for stocks with high debt ratios. This indicates that
for companies with higher leverage, investors demand greater returns due to the increased
risk of default. Utilizing the threshold effect of variables affecting asset returns in cross-
sectional regressions allows for a more precise and detailed analysis of how these variables
impact individual stock returns. Additionally, incorporating the default risk factor into the
examined asset pricing models enhances their explanatory power and predictive ability,
especially for test assets with high debt thresholds. This improvement highlights the
effectiveness of considering threshold effects in the models, as it increases their ability to
accurately predict returns for assets that are more susceptible to default risk due to higher
levels of indebtedness.

Conclusion

The results suggest that to adhere to the parsimony principle, threshold asset pricing models
can be used to develop pricing models and price a subset of test assets with specific
characteristics, yielding appropriate results.

Keywords: Default, Distance to default, Threshold effect, Asset pricing model.



9 S1OGT cyom s 5 855395 3 03Mikul b B 418 (5 41 cunsd olei b o dtwgi

Sy Ll Sy g3 o Jol g

Elo S oo

14Ul ol oy ledaol ¢ laa ol o8 isly laidl § (g)b] pede ouS iy ¢ Jlo wtige 05,5 (5S> (go il
gharehbaghi @ase.ui.ac.ir

#® £ cq 5
A_Abbl) L)l)_J] 4ul{,n_.o| cuL@(Q_Ao] & iy olasl 9 d)l.}l P9_LC PRCENA R ‘L.AJ)JJ_A bs)j c)lg..)ll_»)] cJ9L~wo OA;_ami}; ]
m.botshekan@ase.ui.ac.ir

oS>

89> 5 gy leleaiy (sl Jae 5,Slas (g5l an L (glailin ()8 s (sla o 390 5 drwg Jlidey pols img; 1B
$lisn mr Baes (Jlo ingsy Bi> 3 ()5 C0d (sla e duasgi 259, ] D5 s 3 a2l (IS e ola gy
LSl Lo s au duis Jolos lgicd g Bgd ol g (L8 sla Jio wlal p b Jae cpl sl 039y (6185 Cuaid (sla g, lxials
lsls an ang Ll ol orie iy S e )3 35290 Slas)lxial e Jolo o joels 4 (JolSS W) () lons
4 ol (596 (58 Cuad (slb s damgi > Glaish ol Cole) g cunal g olls (23k IS ,3b Jloi] (gla e
g Jlosan (hagi ol i39-3 Juol (slinl) 3 el Cgllas (Saimdzesgs op i 9 Jolo sl Bl b obs Jue Jlide
Syg-0 Loyl dan a5 g eS i 5l aan lp diedan Oygo odlgrin Jole (o 0 4 ol Cpgi (labin] o )liScwed cla Jse
Sy 2ile (1S (sl it (gladlil 515 (Ml (abaio (305 5 38> (ble (slacygal Pl L 3,8 o 55 o3litl
Lo pite 15U 48 29,0 JLL5] 055 oo o gl yobods By G Bl yite 4y g b il 5,50 033 £ 5 2 (sl
Oygmo yd abl Solaie (g)blixe jobds da oyl 2y calisee palaw (gl il 5y50 035L F5 p b sl b g)liel S,
L eiadan by |) (5 el Sy & bgpye sl Jole ¢ Sloj 0 slogigeil o Bl s Camad glaial 51 g Jolino
Loy 45 ol Wlyglyp e Gmngs gy eyl ool 5 2l 5 3,8 03l ymsiate (sl 5529 b ool 5 cshetasd sl
shajloe g bulyd olwl o |y Lo ol Sl (s (i ole join ()50 Jao 9 S 5 jho Cpgody Jole S jpa>

250 i > pasde

s AFY BOAYAS Sloj 850 50 olpl dloju 5L (slacs i sloodls el SIS gl Jae 3 Sdas wyp gy :0’35)

claJae 3Slas pwyp 5D (labinl Sy jolaieds .anl od o3l (¢S b (claJue 90jl clp @l cla il Jles! )
Alai| i -4 i e ¢ ey S s
(AR?) 5 () Alay] slooylol 5 GRS cigol 5l csimgly sloans b cigosl (sl 5 (Sl (355 SSiSs ) (sl Cunsd

REW P P

o9 sS 5 35559, 3l oalial b la ol (6)li8 s loledis (sla Jdo drwgs (VF+¥) 39050 9 Sbca ¢ (ool o £lo,d 3Ll
NEE N (WY o clidin . g liel Sy p e Jolgs g (sl

VET/oY/ A bl s b V55 SN+ s 4 sl TV 053 A+ ol s
VXY 2l g )6 Oy oKl o e 53Kl b
WoXT2N e ik )b g (ol llis g5
VEYAYIYA 5L b Sy ©

doi: https://doi.org/10.22059/FRJ.2024.375819.1007594



Y 0ylons YV )93 VE+ £ Jlo Ciliging VEY

G lilin] 1 55U co da Sty plo jeds 0 b ol (JsSS b alols pute & amd o lis ool Cowday ol sl
VL, (s e b gl s (VL a5l 3,50 23 Joan o5 J55 5 Alol) e 5 ot 2 o5 (5ot 5,500 5 o
ey Sl (abaie (Gl yginsS)y 33 (I (235l IS8T sl it bl 51 51 02litil chusy o 5 & gl )8
SHSead o i & S5 Sy Jole b 8Ll izman 3yl palb 1) 3l plows (233 2 oy 1 51 (55555

Aamd g Gl YU oty Sl L g0il slaolyls (sl 1y e (e @508 5 (Suimdpmesg olg (o 90
NS cad sl il Gl e 5yl ad sla Jao 3 jlazs] Lol cole, (gly 48 amd o lis Jols zuls 14 g5 dend
Sz 3 53y 0 02l I Shy b ool sl 5l s ()l 5 ()15 (gla s dnug (gl «slaitil

2,8 8l 1) Cuslio domits (gliges (19 2,Skas

Bl 6 iSuasd ccslaibinl 1o J5S5 b alols ¢ J5S5 tlaojlaads’



V€€ OS5 (£00, | o 03Min] b B 115 (5,35 Cuond lole i (s J e dnwgs

EVRVTS
2 S bml gyt (2330 SRl pw sl awgie joboas 1L VL S b g2 (I 6595 olul
Bl Jlida o5 b5 S0 0ok 5 Sy o dlatly sjlo o5 Ban b )5 s sla Jue pgrie ol ol
il Siag b Jelse 4 5 35> Salite a3l Lawgia gt clisin (slo bl L o 13 ot S () ool
elnS5s 5 S YoV e L GeSs 5 BV (UUBLy) A8 an s |, dilie gla L)l a3}l colis Ll e
ool Stalsdl |5 el o8 s o pynl S o et |y 08 5 o Sy oswe ¢S b alo bjgn 43 oS
‘O] &4 g dad o il 38l |, O] ows olise 5 lybelews 4 lxis u.;‘ 6 gl S ) paians jobdy ¢ Jlo
e (V8Y) "o 5 (SLboge pgd 2 (Vo) Fotl 5 josS) il aalys (2al3dl i bl sl 590 0330
B9 4 (A Sl (I L 50> Byb jlcud plaw gl 3ois jlal 3)90 035l b (2 Conns e bLS)|
5 48 Jas <8 b 4 pBamdply L8 50 555 (glagas & wilgs <80 &5 oo Gl Jlanl ol el ool
L (i Conss (m dlaly cumdl & d g b 29 (StuSipg b7 Jlo Sl jlad 0858 cunl (el () 53
G ol gyl Sy sbajline g (2 Cans " lailin] 31 58,5 a3 3 b 6,150l Bjo> wio (sl ke
L Lo 38 plomw 03jl gl s 3 35290 ol sbodie b dulie 3 (ooloiniy sl e (225 (bl epsd
ol VoY a0 508 BAYAL sl Jloj o3b 5o ol &lopus 5L 53 2550 (slapgas (slaoald 3l oolal

el Jie 4y else 3, Salsl (o Limgl 5 (iS5 ed clo Jis dnwss Lol S, cpud] dnd dus 3
Olgedn LaJae ol 095 —od 4 3990 sla Joo 5l odlaiwl L o] (il a8 ol 039y (6,138 cunid
5 Lol Mo 059 o 8Ll b Jbo 4y i sba Jole lgisas Jolge ) g o a3l (g)li5Cuasd (sla s il
Olizzen gy ol W358l LS (cla e &1 piiega Jale (VARY) o)laylS 5 (5] 5 ol Jalge (142Y) g b
Sledeleass gla oo glaole s e b Jad GluS 5 g mle .Sload (820 s Jole baas g3yl aolsl
cole) poid 1 (6 i 5 b ol 3uw 4y o)Ll L (Vo)) " 1,58 it pu3] cla imgs aie Slegdge
WOyl |y (Samdpsg oy 9 Jole dlisi JBlas a8 ola Jae 5,8 08T by e dawgs 3 ‘\«)Lak'&]» Jeol
O3S ) (lagaiyg s 3)Ses il g o el )y (o5t )3 )l (o3b 5 laele oS pla Jae 15 5 gllas
WSS e 2wl 5g5 sl 590 003L F 3

1. Jagannathan, Malakhov & Novikov
2. Gomes & Schmid

3. Modigliani & Miller

4. Financia Distress

5. Threshold Effect

6. Fama & French

7. Carhart

8. Cochrane

9. Parsimony



\D)chVB)sbc\i’i c‘;‘l‘euw Vgo

ol 248 el jlamsl Jol 4 dog b glliol (8 (o Jae dawg (piagh opl ol 32les 4y
5 (bite slagygasl Ly bl disly ol )3 09 0o o0litil W oo b e o 51 (S (sl b (ooloiiy Jole
i o g L oLl 5,50 0330 5 (gyliel Sinny siile olapusie (slliul 31 e slasbinl aaie (ygm S
3590033 £ 32 o il b (yluiel Sony (o it 3l &8 39 00 s 398 0 (g2 ey o Sl
3 g e e o Il S1 goline Eygo jd bl glite ay caliste zobaw b (slaeS pb (¢l ¢ las]
o3l ol L )l 51 sy (gl e 1) o lad) b (g ltel Sy 42 bgayo (sl bole ¢ 5loj (5 o0 (slogyge]
o3 kol Jlgw sl ol (B gl b wae Jele ool L jlaid] Jol cole) (oo (2los San o8
>y Slae Wlg e ly Glelediz (slate b dunlio 3 (slaliol ()8 lolesiz Jao cpl LI & conl )]
SABL LBl diged (g0 53 0R94 S e

sl 02 )y NS o (Sainles |y Jlo las] & olaylas ol 5T (5 IS 805 slaingl
5 Ot 5 VA ouls) (gylubas (sladae bl JoS5 Jloisl VUM g lee) (s o (e (5l
¥R gl g gy Ldysn eoalygl) giivassy slaso Y+ oA & (S g il JoraS oY Ty
Sy 5 (VA Ly 5 5230 (sl BISS (Vo) e 5 Yoo A il 5 e ¥)15) sl 5,90 J5S5 Syl
oy 3390 45 Lol s Ll sl o oolisal (3 (sl p2mg p> (YOF ¢y 5 STy cllgnld) (o lisel JsSS
1y I35 S 1 (sloiorls e 45 (V4 IA) ¥ (Sanylosy) g 5205l (g oy sl 48,5 118 (55,155
b Jin 55 35550 aloe il (sl (6ylie] Sy (sl ume 5] Lasitons sl 03,8 o3lial o5 Jole s
plocs (2331 1t he (ol 40 5) Sy S lyieds JoSi Sy (o slono Bitos 5 os oolital ()5 Cancd
2 S cad b Jao dawg Oldlas o 45 .l 48,5 11,3 odlatul 3,90 905l sla ol)ls cilo b (oo il
Sl osliiwl b (WWAR) (S 5 SB 2lime 5 (VWer) omel 9 S8 Balel sboimggy (lpl aleyw I3k
2 oo ol ples WledS oy |y ) I8 Ced slare 3 Slos o] polul pr Jole 8l 5 i puite
O3Sy B9y 5SS 5 S e slaJae 3 Slos g0 sl (slilil yito g jlatt) Lol 5l ealinl
Cooln s 3,Slae oLyl ) (glaslis]

1. Bhandari

2. Dichev

3. Griffin & Leon

4. Campbell, Hilscher & Szilagyi

5. Avramov, Chordia, Jostova & Philipov
6. Expected Default Frequency

7. Garlappi, Shu & Yan

8. Anginer & Yildizhan

9. Friewald, Wagner & Zechner

10. skogir & Loncarski



1€1 OS5 (£00, | o 03Min] b B 115 (5,35 Cuond lole i (s J e dnwgs

9 (9 Al
"z 5 (V45F) 'l Lasss 45 33 (CAPM) (elaglo s oyl ()i cuasd Jao da ol (5)35Cuasd Jo oyl
CAPM Jico (hLS oy ds 45 (VAVY) o 9 Lols 5 (VAVY) 5155 5 cpuis (closimgy 5 1) (VA50)
ploc (slasw (23)Lr glis by )3 1y o conlin 3,Skos (VAT b 5 Lo NAVY T3l 5 SL) auslyy
gl Cams 306 pleses by Jolo 48 2l L5 (sam (2285 slostimgy Lol 16,8 a0l |y by bl 2 005 50
S 3,90 (23510 5 o 1S 55 P ela Sy e slagll 5l (5 303 gt |y il sl o
Sl docg)bxinl (pl dg2g Mt B e ;L"’u'.’.‘)b S s gl g loxinls &) lagSl ol 5138 15k sy
L (VAAY) g8 9 Ll 1) e slasimgly 5l (S0 o a8 b o)y ()15 Caid (sl Jio d9m0 sl b ying gy sl
093 G 9 &8 55 B3] it 93 ¢l )3 45 K 8 Bl plos 033l (225 SlogSIl oy 3l (2 Al (8L,
Ored A0k p )b ) (Samdgeder &8 (e S 1 (235h Cold s 5 el ik B3 & 658
Olysas g 1) G55l g ojlal Jole 93 ol3l Jole progMe a8 wiols @)1 ole aw Jao (VAAY) )3 5 L g
S ed glaie e (lacslual plolis b o1 51wy 50,8 (Byme 838 (a3l o IS ,5T Jelge
ol g e (V10) S5 5 55 09m Ja (1Y) SlylS ol o Jae ol (e o 008 (Bpme s
sl (Y VA) S35 5 g5 ego o Jlale gy Jaa g (V4IA) g 5 L olele s Jae (7+10) 5y 5 Lo

2 Sl (blje o5 wis aigy oyl Cans S 8L Jlida S 18 gl p 3L il &l b
hlacs b oy glacsly S s coblsiloy Bl 4y Jlo Olladl 55dll claanja 5 Sl 4,
azlye Jlo Clla sl SYL Sy b S 58 (i gaw a3l b il audly (gt (2 b 48 (o0 o 5
Sg-b yoxie &8 b Jo55 Slom lulpd 3 9 (Jlo g phdllasl Gials (( Sanles gladiia 4 Ly e & Ned s
&5 3 4L o Swnaply Uil 3,90 033k £ i (85 o (ylitel Sy (YN0 ¢ iz ual g (658 ¢ JuicSo)
i8S g yimo el (2lls (85)) 8 b (S yg g0 53 1 fcal S50 35 olilplews i )90 033
Jleinl d sy o aS 35y o jlass] cplply lsl aales ABaiadply Canddy 9 35 0 )5 ol )lopleas Cuwd 5l ey
VeV plalg 5 lgl) il jiie 5 08y o loplews Ul 5)9m 033 5 il yib 5 p8 S (SauSidg
VA S iangS g ST yolé 350

1. Sharp

2. Linter

3. Black & Scholes

4, Fama & French

5. Characteristics

6. Asset Pricing Anomalies

7. Hou, Xue & Zhang

8. Hou, Mo, Xue & Zhang

9. McNeil, Frey & Embrechts
10. Chava & Purnanandam
11. Aretz, Florackis & Kostakis



Y 0ylons YV )93 VE+ £ Jlo Ciliging VEY

sl o sy plos 033l L 1 B 5 585 Sy b)) o 5 (2B 5 (3D (sl tmgy asls] )3
bl =y ol e I3k )3 (VOA) (Saojlosgh 9 o gSl (ole cudan Jae (WAR) (S1)3 5 (ol cghdge
&2 9 Lol (ol iy Jio &llavy &Bly 53 (Suoylog) g oSl (Jole cutin Jao 203, oy 0 (5585 0 VWA
sl odlaiul 390 ) Lime il oasis 8L )] 4 poiioge g (SNesas ( JoSo Sy Jole aw a8 cul (Y+10)
S L) L5 4 3l L Ladbly caal (Yo oA) T g0l 5 el JoSG b aliols Tooles o ¢S5 Sny dunolna
el a2dls 1) 3)Sdos o Find S5 Sy b L3150 oxie (i 3,8es 4y poiinge Jolo

b el it Jio @ yd g Ll (ole gy Jao 0 955 Sy Jole (939381 L (VWAR) (55,55 592 9 925>
L5 s 03,5 oolitel JoSi Sy (550l (sl ecs il sloyeite  (ge pallé o ol sl o)
Sidzse S8y Jele cpl b aBlsl Lol )15 395 g puiiiuns dlayly o 59855 035 g JoSO Sy oy 45 2D
sl 2155 6,3l Jole iy o

Pla a5 2)50 03}l 2 (St yg S 8L (J5S5 b Alold it 31 oalimal L (VWAA) (S g (55lsd
)l 8l 3,90 03]l 5 1 (gusSine JS 4y JgS5 b aliold o 0l (L5 s 2,8 gy

g e Slllas 4l 1y ondeanss JoS5 Jlozsl Jlns ol 53 85 53,8 1) oty (Yo7Y) "KL 5 1S
Sl ¢ySe5lul e leisd tgylusl GBS clacins » 48T L T 001 dawgs (Vo)) 5 Yo oA) il an
583 )l S g Sslatann i Senny sja bl olpod 4]y oddigens JoS Jlaisl line dnes 5 Jlo
0150025 JS5 Jloinl Jlime 331> 51,5 ool )90 plows il 350 033l &5 (dmiiar slp S 25 5L 551 4
i Sl e 3l ookl 4875l Lis g gkt sl ol dnuloes” iy 3l)sl Slike By bl s
D) (glie gols plows 03l

T Jhe 4 J955 S 9 (S N9 S cpgiioge Jalo dw (3,5 8LIIL (VIA) (So)lodig) 5 295l
(350 Jole daw abaslsl &5 ol lis Giaeh slaasl Lol &l ) Jole cuia Jao (Y+V0) z58 5 Ll Lole
P30 dgntc |y @8 9 LB (ele gy Juo (Saimdgudgr )8

ey oS5 Jlazel a8 (V++A) JigeS Jso 5 (VAVF) 550 Juo 3l olizal L (Y-A) olSan 5 5]
9 J9-S5 Sy by (o 2 5 on drbre (55l3L 9 (55l (slopite J o3lizl b g gy Y o ol
P e Sy g plow LT 390 03jLs e o bLI)I by leghy cnl gt by plew 035l
ol ploaw (651055 893 g wigad (Sloj (slroygd codly yild o 2359 calises slacls

1.Naive

2. Bharath & Shumway
3. Fulmer

4. Guo & Jiang

5. Credit Spread

6. Excess Bond Premium
7. Dynamic Logit



VEA OS5 (£00, | o 03Min] b B 115 (5,35 Cuond lole i (s J e dnwgs

s 333 Sl JaaS™ Jdo 51 odlaiinl ¢ 3485 g (B (sloodly 4y s yiwd pas Jdday ol ) Llo yus 5L
Lol 53,5 oy byl ploew S5 53 1y S5 S 5 ploew 033 ey (V415) 'Yliao 5 ogSilel S s
i L leeS s a8 ol i gl 0o, o0 Silatmms i 5 Sl glinl & 1y JsS5 Jlas|
25 55 5V (@33l VU JoS5 Jlats] S lages
Ty ) oS 90 Lawss o1 aplons 5 390 J5S5 (g5 lone 5 eslital b (Y+10) (55 5 gl 55
Pab 5 oS g lile Jler Jae 5 Sla)lS ale oz Jua 53 (sylinls lpiear il 3,00 J5S5 gl lens
$95 ke dally S50 cVLinl 5 So oS o)l b oS b 45 485 o g 2503 J)8 (g0 3)90 (V4 1))
2, 3534
Lol aubre Cogr 95y abelas JL| IS ed Jao ) bl sl (Ve ¥) S5 g Ly
sty s bl 65,3 oolitul cpleaw (35L p (SinSidyg Sy b byl 5 o3yl oo pi  SunSi yg
P9d e g pj b & GiBgR Snd b ()l Sl 4 g bl )il )l 4 68
S8 oo B b cons clalinl 31 sbcos JoS b alols g o8 5 lsplew HLal 590 o35L ke, .Y
Db g i o (RS Ced sla e )3 39250 laele by o5 Sy g e sl Jole 035k Y
Do e 0303 st Sl S Lol jlos g g9, L Lol
e g @8 L ole i g gy o ()15 Ceid slaJde 4 [958 Seany 2 e sl Jole (13938 ¥
g oo plaww 035b sy, o)l 5,Shes 390 el ©la )5 Lole
dncg Ol Lele lon 5 g0, b ele (i g gty s ()5 Chagd £l Jdo (cldisas 50 3,5kes D
2 gt 555 e (sla S S g oy slailial Sl 538 Jai )3 L g JS5 S 2 itee Jule b il
sl gl g1 oy S L
ola)ls Jole jlos 5 g6, Lold Jole (i g i cdw ()l Caid sla Jdo sldiged o d)Sles 5
255 3e sl Jae | it e iy (slailisl S4B S s o b g JoS0 S 2 (tee Jolo b ablitnungs

ol (bl Bl 8,8 k5 55 e,

—

1. Filipe, Grammatikos & Michala
2. Gao, Parsons & Shen

3. Expected Default Frequency

4. Moody’sKMV

5. Hou, Karolyi, And Kho

6. Vassalou and Xing



] D)lows gY 2,93 AR “jlﬁ uli&iad

1£4

g b gy

1y ploes 5l 5,90 035l 5 (Kt yg Sy (o Alasly & sl (3,)8 g Joleo = e gty o imgdy o]

VY st U VYA Sl gl oyl 5 ol ol gl mage oS b Jolis (glol dnsle S oo (g

ISl oy (B8 53 Bl ) 15 pla](slaylas () 53,5 a5 5 L (Y+19) 'Y  laisd ST o

Lgl)_g re)’\f Lgl_mab 9= wywd 5 .Y Mo 9 Lg}Lonl ‘&dﬁ)J &zz»Lg)L'\fd‘iln)w ‘LS)L.J'C‘ L;me}o

Jlosl 5l o L9 o diged D)lg i pds yloj 5l B claodby b was e i ¥ folo 2 )0 Lo jusio (6.5 05l]

el 0d ploul Bliwl g )] wwgianly b5 b aduslxe us Cbesl dges olgieds <8 15 YAR dacodgise oyl

D9 cn 20,35 Iyl (6503150 0955 9 s it sl >

solenis g 5wl saJae sladole LSWS bgosi .Y Jgua

Ao g

95 slal 3 (ko s GRal58l g capundll Sgu Coby) 00B el Cungd l iplos ailale 03l drsloxe 4
Gl 004 J)..\:u ;«uﬁ ..\u:) C)J L )J‘)J FLQ(w alale b.))'l.g @‘9 » .)y»do odlézwl (_J?Lo olo

”M

PLQ‘M: alale o.)}b.

‘_gLQ(ul Bl (TEDP'X) ul).G‘J )].)LQH 01)9‘ B3y Jf ua>Lf) Caosd 9 AT o.)}lg umlw uslm L)»Lw] »
Do oo dwlo |8 ol skl j» QT Mde y s ¢ B olo g (55> olo

ik wlale o33

ole V¥ Jolis 05 g by i b L8 olo Y8 wlalo (glaosly 1 oslawl bt ole o 8yl jo (gl by pusiio
ol 05 dualzes ¢ ylaite 0y ) 03l

w Gite Joles g ailale ©jg0h €S58 o (glp 858 o)l (VAAY) @93 5 Ll (gl (wlol
Db dnsle Sk (55)] (oo

J)m a)'l.);'l

395 )l g Sl )b Sl g wlale Cygos (VAAY) g8 5 LB gy (bl 2 55 peiite ()
Sl ang L ogd e anbre (Jlo Jlo bl > €858 ploew Sk (55 4 plaew pllo 358>
oozl 5 8y o o Jo J) o ol ¥ el duloges il 3 Sy (ASS L e coleSb)

W03l A ey b)) s

i) 5l g 205 oo 0310 paasi b (gdmy ole VY Wt ole o ploww Lol Gais (o0 b))l Hlade ol e
g ga o3l b e 3 ol
S90S dwlone 3l 1 (VA) @58 5 Lald o (V1) ()Sen 5 Jb (025 gy oll 2 e
i ooy aals JS (685 (5 e e
J=8 Jlw g o)l b el o ol JS (658 ()] gl oyl 51 (VIA) 8 5 i 3ollas £ iSale
D9 e Ao 8 Jlo sleil 3 ooy S5 (6585 (05,1 1 s
D9 g0 dwlota 3 olo (clittolay L6 olo i 03jb pwdits (pSSle 3o,b ] o33b poiiage
ol 0 duloes <S8y o ol US4 8 il sl oy S oS Sl ole po 3 By Cannnd Y Comd
el | S o5 gy 5l (WYAR) S co L dllio b ol 5 alols 3yl (4l
o S5 el S - oy ey I ITAY) oS e g s ilae JsS5 25l sl 55 b b

Col 0

1.Asness, Frazzini & Pedersen
2. Ball, Gerakos, Linnainmaa & Nikolaev



Voo OS5 (£00, | o 03Min] b B 115 (5,35 Cuond lole i (s J e dnwgs

e g 2y G (bl Bl 28,5 05,0 b1y (6)I5 e 8555w slo S0 b 08 o (A tmgy

o (VYY) o g Lo (oebaio (90055 3,509, jl osliil b Jol 57 53 5y cnl 51 203 dnaogs Jo55 S
2 Lo S iy ple jea> 3 5 380 Oypody el HLasl 3)50 035l o (J55 b alold) S5 Sy Yo dlai
Al e 990 cnl (lolid 4l jo cpl @S (295 (Y 5 ) sladlaly) 39 o0 w3153l plow
S 3 el iz lolis )3 ol gl s b 2338550 plas (2351 2 Udly (s 3,90 slo S LT oS

G o233k 2 IS5 (gl Jole iS5 )3 Wl e g 35 e 51,5 e2lital 350 (655, 9 (631,51 plos (2330

Sl Al g
Ry — Rfe = ajt + App DDe_1 + €t (V dal,
Ryt - Ryt = it + App tDDe—1 + Acontrols,cCOntrols, + e (v dayl,

95y 31 J3S5 5 Alold g ol loples i) 3)90 03}k el 2 22y Capms szl S 156 gy 2 (51

SoSE gl slailiw] yusie flgieds (ad Cons o Jgl A o )3 sl oad odlil Slyeis b (VAVY) cuSo g L
bl g )S) SSo b Jg) Ao jo gm0 5 D500 Jo 35 ol 9 YL (dy Cand b 0g)F 93 4y oS
&umly yusio Hlgicds ) (DD) oS b dlold psiio 500 &yl &y g oo o pgd Al yo 4y culpud g 0is 112
g o Ko 5 bl (g S pgd Al ye 3y b o ) ol calpd 5 iy (0l 5 YU (2 Ced) 40l 4
LU s clanlin Ly dgalse 5 has gl Jis (ol ammslio o35l Jdo o) -Ss oo mamndis (glilins] juico
55 L slailin] ygmsSy S 058 amnlpe (Vo)) T ipaila &y lgise st SleMbl gl sl )Mzl oSl

Dgus g0 Al dlaly S a4 g 0 00 LI YL a5l O—l DS ast

Ve = XtB + 2.6, + e if —oo <w, <y (v dal,

Ve =X + 210, +ep If Yy <wp <0

Gl XL oy SO B tatnly sl it 11 Xk g 5lo S Xt i it Y o o &S

Cowl liw] o Wyl 83 9 81 @gliio colps s cpol g Yb sl 5 a5 conl (g it Zp Aty (ol puiio

Liid oasle 8L 55 laicds e il diged lialine 500 She SO Lz b Xy o psio 51 (S Wlgs 0 &S

5 9 odnlitio T alaws Ly 15 ygmes)S) Slagye JBlio l (7) il (058 (sl sl 07 (uilyly 9 50 (S0
oS PBlas 1y asls

1. Bresks
2. Asymmetries
3. Hansen



\D)chVB)sbc\i’i c‘;‘l‘euw Vo)

Ve = Xt + 7:611(—00 <wy <y) + 28,1 (y <wp <) + e (¥ all,

L 392 a0l Jobeo Yl (5005 lagyo Sl

T

St, () = Z{}’t — X¢B — 2:811(—0 < wy <y) — 25,1y < w; < 0)}? (6
t=1

Loy sales ply 35 s5le Bl &b

y=arg MiNye(—co,00) ST, ) (% dal,

o (bl Bl oS0 Ja5 3 o cand |y dp (ST eslaibin] ygme Sy 5 5kl Jao pusgs jl e Jb
18,5 anlgd )5 ) )90 05 JSB 4 JoS b Aol Sl eslatul ©jg0 53 (2

Re = Rpe = ap + 4,DDy_11(de <) + 2;DDe_11(de > ¥) + Acontrotsccontrolsy + e (v dlayl,

Sy Jole 28l (gl 5 Slosd aslons (VW) (LSan 5 2l (tmgfy olsl 2 )8 alo oo g (5pgla500
ol 005 S () S o8 sloissiiyy (235k (1Sl 1 (R) (Seamy lossisyy 23}k (Sile RMSy JgS5
godn 1) (=S DD) YL JoS0 Sy Ly slacs b VL (il oS Bualy oS alejus S0 jle &
g JoS5 Sy 2 e slaole 4SSl oy sl 8980 1) (i DD) jieS JoS0 Sy b sloes
LSS g oMl sLaingly el g2 e b s oy B Al (IS laae )3 35290 sl Jale
b J5S5 Sy Jole o)l dagygnn ) ol )3 298 0n o3liial " gy (sl cygmnssS) 31 (YIA) g6 5 LB (¥+1V)
by g5y Bse J) e 45 G y90 3 9 035 gmaesSy Jeloe ol o Sloj (s (slmoal 3l o3zl
i Jele o3jl zudgs (Ul (Jolewiz (501 )3 39290 Jolge 45 391 dalg Lo (ol 4y il Jloline 5 jho e
Slanily oS & guods
olal 55 (a5 Jao cages <o 3 (6)lI5 s (gl Jue (Stimdgog ©)08) 0Slae g5l sl

P gud 0

Tit = Qi + z Bijtfie T €it (A dlaly

Jole fip oo JSis plocws jl (985 &ygamdy 45 Cl i aajl olyls Sljle e3jl 1y ol )3 45

).é_ao l_’ d)l.)Luu: usu.’ )fl as ..\ADL;Q ul.u.\.’ ‘) ).‘a.’.Lo u}aj Lﬁ"l)b Lﬁ‘)" W 0d) U"m o.))'l.g bl)l.o (2472 Cw| [”IJ

1. Barillas & Shanken
2. Spanning Regession



Yoy SN 5 (GE10,5 | 03Ul b B 115 (5,135 Cod lole i (s )b danwgs

Al asg byl |y oY colas ol el 5y50 035L JolS uussi (gl Jio &S Cunlize () a4y il sl
4 ol el (YA g3 Lold) canl o odlizwl (9051 ol £95 Sl 6yl Cuosd (sla Jdo 3,Slas s
J555 Sy sl S2g bl Ul s g J55 Sy (g B (922 b 4 ccogni] (slo s S LB ol

Wl odd 0313 gy ] ST Jgds 13 a5 Kgu o JuSiiS

S Cuond s o 3,Shas o5, (8l 03wl 3,50 (55031 S 1,15.Y Jgus

o3liwl 3,90 (S S 329 osoil 2> £98
fxf BIM o5l
¥x¥f S99 g o] Ny ]
¥x ¥ )8 ake ps g o5l S or o) d,uu{‘)b
J5N Sy Sy bl
¥x¥ poiege g o3l
YXYXYxY ML s 551350 BIM cojlusl Gl a4,
¥x¥ JoS5 b aliolé wojll a9y gands,
YXYXYxY Js$5 b alold ¢ g ygl39m BIM ol Lld b o905l sla o)l
YxYxYxY JsS5 b alols )35 asLo s BIM ol WS o saas, | J8S Sy sl Shy
YXYxVxY JoS5 b alold poiioge BIM wjlul

S o d aBlidangs Jao 3 o5 Cunl ¥ Joio 258 & 2Ll 2590 b Jolewiz ()15 s sla Jso

S g )5y 2,509, 5l 6T lare 3Shos duglio (gl 980 LN (RMS) J55 Jole a1
gbiso 3905 ige3l bl s (slp Sloj 6 Gy T g bl (S0 Ol g o oalitl Sl
31 03zl b g sl (901 (slagayls 03l 31 oty oimd s &S (7) ygmensS 5 Tase | 30 e ol 2 e
GRS cad cla Juo 5 Slos duslio (gly 090 o doles 5, Slas duslie (ol jlixe ol 00iis 00D b gy Jo

P9 g0 03l (Sloj (g Sl igmsSy 35S, 51V Jgi>

Uiyl 2590 (elewia (5,185 Cond (S0 Y Joua

Sl Cond dole s S0 s uas
Rit - th =a; + bi(Rmt - RFt) + SiSMBFF + hiHMLFF + {TiRMSt} + €it FF3 é))ﬁ Lol L;LOLC A
Rit — Rt = @; + by(Rpy — Rey) + 5;SMBgp + hyHMLgy + M;UMD, M4 S
+ {TiRMSt} + €it 7
Rit - th =a; + bi(Rmt - RFt) + SiSMBFF + hiHMLpp + TL‘RMWt .. .
FF5 z Ll Lol s Jao
+ ¢,CMA, + {r,RMS} + e, @ 5 b hele 2

Rit - th =a; + bi(Rmt - RFt) + SiSMBFF + hiHMLpp + TL'RMWt L. . o
FF6 | b g Lol lole b Jio
+ ¢,CMA, + M;UMD, + {r,RMS,} + e;, &2 o J




\D,W(YVB),)(\i’i cdbuw yoy

.. . . P . = Alai . T
(102l 130 5 5 L) 5t (AR?) o sty 555 5 () s fAly]) csosg

G 9 YU (24 o Al 93 &) (1) Cenmd olusl 2 (00331 plaus Il o 2y s lailisl 51 oy 0 (61
cole) sl Lacssiig (sl ogeil slaebls ¥ Jgie illao aiilo jn )3 s 9 2950 (Shpomad oy o2
By oo 3] oS5 Sy (sl S g Lo b jlazs] o

09 3 ySMas dlie § (35 0j0l (sl D95 00 (o) 4Bl Sy S (Slg03 (y9 3 Sas woled 5
3 e 5 2390 SMSiges g (233 ¢ oialejl 5 Bjgel A gecma 33 4 Laodl3 i b il da e (cleiges
D9 g o3l b3 g8 4 liged g e i pS

T R
Ye=1(re —T¢) (A o

Réos=1-SGFF7—5
008 Yoy (re — 7)?

sl (B350l 093 13 (55855 (B uSileo

AL g Losts Julxs

o BT g Ghwogi JloT

)LAT ! odus odlawl L&»JALQ 9 LQL;)J9 d‘.habl.) d&Ww 92 )] 0@9)4 L)’l dl.hw)ﬁ L)?‘)] LS')" &S u.gl?u] )1
0351 (3l plow (1o Shy (Stuwed 5 (hmog Hlol Ml ;3 cosl ot @) (Bl Joio )3 6 ja Linoy

sl 045

W oo Aoy ol £ Joua

dtd momentum  Profitability investment

-\y/ay Y/AQY FANG ARV <IYAS <IYor +[¥¥- OSlbe
ofeo¥ VRN ofeey RAY ofeey ofe N ofesy e Bl ool
—\Y/¥A YIYA o5\ AR <IY¥ IvSF¥ ART Sl
-0/ -¥/2) — o0 -Y/¥8 N o/ —\/-5Y Jolas
-a/5Y VEIVE VAN ¥/A YI¥y AR AR JEagReS

1. Waha

2. Training set

3. Test set



Vog OS5 (£00, | o 03Min] b B 115 (5,35 Cuond lole i (s J e dnwgs

WA S JyiS ol yssie plo o Ot yusie o cowl (6591590 9 BIM o)l (cla piiio b e | Siusp

Dyl 0 g (+/0 51 yui)

bl iy JoT
5 sl iy Jele (sl ity (8Y00) ol a3l (ks (i 0500n oalia O Jpir 9 &5 pooslen
Cowl GYLw 2o VYA 5SS Jole 203b 0y jao 4y Sod 5 a35b (10 Slee patioge Jole 5 cunl JoS8 S
ol 31 ot ot 3390 Sl ol olon 531y 33k 5eSie 0Vl 5 ol 5055 03l Jale oy alisn 5 5

S 5l50

&5 Casd g ole Gl 035l inogi ol 0 Josa

YV AR vy vy vy vy YV ole dluws

<[AYA ofeey RIS oYY AT AR AT ol ai¥lo (2050

Sy Jole (o (Ko buimd Ll o8 Cunl 485 )18 w3550 sl ole (i (Son (pimon
i o) py e 533 5 IS ol b e S 5 b 5 5 ol e b 5
9 Lg)1.&_?4;l.n)_w J_QLC O uJuo u.i._m;wlb L)J)...m.u 9 ('/Yl'\c) 0)1AJ| 9 L;)‘.\quln).w J.A:Lc O Cude u.iu.wﬂ,m

ol (—+/00) (g y9l39m

(oS0 g L) alaio Sy g ¥y S
yie 9 gty 53 03wl 3j90 (855 S Shy pled sl 0 pie S (shaile slagygew ) S S Jgi 5
J9=50 Sy 0doled pie o oS an3 00 (L5 ool gl sl 48)S )13 (g 3590 (dlale (235L) Jitns
darly Hlasl illae (Sl 55 (site wi) ) o5lul Jolo .ol jhlian s 5 ite ailale 235k (sl (S50 U alold)
2351 bawgie jy oty 5SasS (lac b o5 )l 4 Cunl Jolize (ol cups g 2> lale (23] L wgSae



\b)WcYVB)S.}‘\i’i ‘J‘M-’Lazj-’d Yoo

L5 osnlie wlale a3l

5 s ST CaSo —lold g 5 5 2o UG T Jgin

Sk o5k o3 5L
momentum profit investment |
R ofoysT ofoysT ofeya™ R3S IRVATS da [oYE Constant
AN AN AR IARE: Ol Y/0) - AR
oo [eo% oo —o oY AT o] 5EE /oY% A
—-/\YF ARG Anat AR Y/5 Y/AY- <[5+
ofoyyy o[oyy o[oyy ooy -[ovE o[ovE -[oyy R2

ol doydV e g B ) (g bline g 0imd Ui i 5 g s g e

) i Cyagaime o o lia it 5 (2 epuiiatiy e (slacigm S, 5l Lol ol
2,05 g )bline dlaily dilale 235L b 55 o yusie plo jods 13 JoS0 b alold pito a5 39 o LSS ccawl ot
o Jalize g Cude dlaly )by (g)bline 5 Cute dlayly wlale 235U L S sla S plod i 10 wjlul yxie
Jolize g (e dlayly ol Jboline doyd e luabsl o j3 yuxito opl g Conl 0uds iaS b pxito plu jeis > BIM
olize g cte dlayly b &S5 Ll 00 H1,ST (g0 )0 A bl oo 1> b Jie plod j3 ¢(g)li5ale puo yuxito
5 O (6)loline dlly G5 g 00t odmlis 0 pite S5 (g5 )3 45 Sl Wlalo (2331 L ()5l e
il odnliie dilale 235l g potiege po g ailale 2330
Sl 555 U5 alols ol 103 o i 1y (e Sl i by i sl gmsSy ol ¥ Jpir
Ol ol el (e g ylas 203 A% a3 b piie plo Lol 5 ol & Vb (o i b sy
SiblS L a0 dg3g e dlasly S5O b alold g wilale (205l e YL 2 b S b gl &S Cunliz
S Ly 08 55 iS5 9 o I3 lac Ll 3190 (235t (5 Sty Gl 3) J5S5 b el
o > JoSS b alold ol (g b e plos )3 jolo Jalo 298 o oanliie (5)bline datly @ 5ol (2
33 posinge Joale b o yalS Mo Ae 4 ol (g)oline (JoS5 b alold yus a8lal b Lol el jboliae doy> A4

Dyl plew (235L b e dlaly g 039 Jloline Y dan



Vo1 OS5 (£00, | o 03Min] b B 115 (5,35 Cuond lole i (s J e dnwgs




\D,W(YVB,,)(\i’i cdbuw YoV

g S g T ) B

N o3laal Ly J9-55 Sy ot (e Jolo 03)ls o] )3 o5 2950 omliio A Jgu )3 (pidgy (slogysewS) b
by SLaigmS )y plos T Sl oy 4l 4 4295 b sl 045 03] (o35 Jelge b 2 (Sloj (5 slaodl>
To9 2UlF (yp 25 (Joleiz (o1 )3 39250 Jelge 45735 (5 S a0 Gl ccanl jhliae 5 i nd
hole 95U 13 35290 Jolse anr ]y JoS6 Sy Jole plgion cnlpls eyl Lol ©jg0 |y e Jale 0330,
2,5 ddlsl Hlaie

g SR oyge S ) S A Jgsa

RMS
FF4 FF3
TR ANV AT o[ NS [EWSg v
SIvs- SINY - SIPY- \ARE
-I¥Y N8y SIY¥ AT R
AN A\l AYSY A Adjusted R"

Gl dojdV e g O ) g )blize g odimd LS ud Ay i g wa ok

09037 SR 30 Jo%i Aol piio y90 (3w 9 b Sloj s v S 5 b
on S5 a3 S5 Sy dosle g 5 L (15 el slaJae (Saimdzss )8 ca A pe )
@ls Joda lio Codgaze Jdsa .l o |a] cliee slacssiip sl (Sloj s loggen)S) D90
3l s s @) JgS5 b alold puito jgudn ys 48l S5 (yg0i] sl 2l (sl (Sloj (5w slaigmm Sy
2l Ul o amef] cela ol 2y 48 ol Lt GRS o,bof o Jo 5,Skas b3, (sl sndoslisl 5,L1 o
ol Sgp o 0ol yal il RMS Jole s ablsl b dimym o35)i |y pj¥ ol 35l ey glys o oo
d90t RMS (139581 Ly g slodgy (LS 05 le ygejl slogalyls sl eislole b g iy @8 5 bbb sloJus
Slos A Jgir bl w3 oo lis RMS oy 4l L 1 o o 5,Skas sses S5ut0 505 Wolol sl 3lazily
el gl dis 48 pen ol sald 0gd oSSt 555 U alols (Shig il eolital b 0] slaal)ls &5
(YXYXYXY (59455 17) a5laz gmeil (il 2090 53 2t (J5S5 Sy Jole (a8 BL3T gy oS Cuad
3 Slas cyg0il sl s b (231 meds 10 (JsS3 b alolb g psiioge BIM wojlul olal 01 S5
Joole a8 Sl sl ot piauns 1 JoSo b alold e jgan pae el a4 cand lal 5,Slas g 35,105 wlio
e d9e iy plas duglie 5 IS © g0 b Jue 3 Slas 9 o0 B8LSI (6 1T 0 slaJde & S9SN Senn
9t 45 ol 4l s ial38l A(R?) ¢ Lials oygeil sla olls plos )5 Al /AIT| g Alag] & (5)gods

NS uLw.; |) L@J.\a L5..\.1.:::) oy )8



VoA

SN g 1,5 | e 23Liaol b o oa115 (6,155 Censd lolein s Jt0 drwrg

Jo U dold yuiie jouin b (Floj (s & Goaw 5y W A Jou

FF5 +
RMS

FF4 +
RMS

FF3+
RMS

FF

SFF

FF4

Jo5 U alold g 0311 wla! o (ExE 5985 o V1) 4ilEgd 903 21,1

o3 VAN VAN ey Sy Jovy oy oy Ala;|

[A¥Y [AYY Ay <Ivaa [fays [ar¥ faya JaA | Alel/AIR

NI -f¥ay -f¥aa ¥ ¥y Ay NI7X [¥AY A(R?)
(+) ¥/%0 (+)F/As (+) ¥/0) (+) ¥/20 (WY (+ WA (\)VIN | (MR | GRS (P)

‘S)L\fd.ilo)w B/M ‘b)‘-\al

bl 2 (YXYXYXY (555 5y

Y1) 685l 901

AN oy oy ey Jovy Joy Sy oy Ala;|

IAva A <[AA IAVE [ao¥ a5y LW Javy | Alel/AIR

J¥va [¥s5 Ni7 S [¥aA [es5 -[¥av s [¥ov A(R?)
(+)¥/vo (+) Y50 (VYA | (+) V¥R (+)8IY ()SISY | (:)OIAY | (-)5INY | GRS (P)

Js55 b alold 5 g glogms BIM o1l (oluol 1 (YxYxYY (goi5 1 1) G5, e (901 (atl,l>

ooy Y of.n of.en AN A AN Y Ala;|
<IvYA Ay - -Ivav vy Ay A <[AOA JAde | Alel/AIR
-[xoy -I¥¥a -I¥¥) Jyvy -I¥¥n Iy Jyvy -fevy A(R?)
(+)v/av (+) Y25 (DYNE | () ¥ (+)o/¥s (+) b/ay (+\)¥AA | (-)5I¥s | GRS (P)

Js U alold g pgiiege BIM 031051 (ulul o (YXYXYY (5985 3 V) A8,k 9031 21,1

ooy A Y o3 oy oy oy Jy Ala;|
IAA [AYS Ivay <[AYY [aay [Aay NILK Jaea | Alal/AlR
-I¥YA Jevy TAAR Iy -Ieyy -Isyy Aaas -Ixvs A(R?)
) Vai V/¥a Vai V/EA V/AY VA /40
GRS (P)
(NN | (LEW) | (INE) | (1Y) | (e0V) | (1eYEY) | (+1¥YD) | (+/-YVR)

AlwT oo 9929 b Sloy (5 g ygmw ¥ 5 L

Sre sl ol lp b Jae pl Saadpusy a8 (g)li5cwd sla Jio drwg o lad] fol 4 ds g b

Sl s £5945 o0 S by 9 Y (2 b 0g)S 63 &y (ay o Lulusl p S 15 1) 598 o 505l ol

Y (8 Cond b o)1 09,5 a0 bgyye zulis il Codgime Jusds g o odlitul (g05] (sla o))y célo

Comd Uy sl alyls el JsS5 1 alols puite yguin b 1y iloj gy csloyoms Sy gl Vo Jsis sl 00 &)

O3l sla ol (elym aliwl dgmg el )5 b Juo 3,Shas dgu0 5l odelomddy gl .amd o L5 YU 2
oyl JouS5 L dlols g o5lasl Lol oS (FxF (c985, VF) al8gd (9050 (o)l 53 a5 g ygbas (S o culls

el dasMo L5 zals RMS jeis b (o)l cund sloJao o Ala;|/AIT] 5 Ala;| closs



\b)W£YVB)53c\£’£ ‘d“"-’&aj’ﬁ yod

Vb (2 Comnd b 2115 (2 9 JgS U dhold puia j9do b Gloj S pw 1 ogew5) @5 Y+ Jg>
FF6+RMS FF5+RMS ‘ FF4+RMS FF3+RMS FF6 FF5  FF4  FF3

Jo55 U daold g 0511 bl o (£x€ 555 V) &9 90T 2l

ey NAR oJeNe e NN Y4 Y2 AT Ala]

-I5VA <I5YY <100 <10 VY | RAY | As | LAY | Aleg] /Al

<[¥AY -I¥vs -/¥VA <J¥VY JESY | IR | e/¥EY | e/¥sY A(R?)
(-) VIsd (-) Vis5 (+) YIA ()YIAE | (-)olrs | (-)0las | ()M | (-)8IA | GRS (P)

oo o5 ofees RN N0 | N | I | Y | Al
-[¥30 -I¥Ya <J¥¥Y Nita) VAYY | ALY | Y | VB | Alegl /AR
-[¥00 -I¥¥R S -[¥¥0 EYD | Y. | L/ERY | ey | A(RD)

(<IA-5) <ISAS | (-IADY) /8% | (-IADA) +/SYR | (-IAAY) -IBAY | (-)Y1\S | (-J¥IYY | (-)¥/¥5 | () ¥/0) | GRS(P)

J,S,, U alold ) d)gib’w B/M cb)"-\.ﬂ U"’Lw‘ » (YX

AN VAP oea oA AR A | W | el Alay
- IVYA -/52Y -I$YA -105Y VYVY | AR WYa | Y | Alegl/AIR
- [¥oY -J¥¥Y JEYE SJ¥Y¥ JEYY | OEYE | R | SR | AQRD)

(+1F)NNE | (1X¥)VNE | (V) VVD | (+/-¥YE)NINY | (<) IEY | () ¥IEY | (+)$IYS | (+)¥/5Y | GRS(P)

NARY, NRRY, AR, oS AT oY ALY S\ Al
-JovE NI -I¥aY JI¥5Y JROY | -A0Y | -faaY | /200 | Alegl/AlR
Nl SJEYY -J$¥R -I¥YS RSN |V | ¥YE | EYY | ARD)

(LK) NNVE | (/¥ VNS | (/- EN) AN | (1-F¥E) AN | (<) SIRY | (-)FI5Y | (1) EIY5 | (-)¥I5F | GRS (P)

2 AGRE) ol st ol o (it iy Lol ol a s oy S5 Sty ol 2951

baind s lizmen Lol sl 4idl, _aogs bls LinlS GRS )le] 5 didls s a3l JoS6 Sommy sl Jito
it 3y Sdos Lanoylal plos ¢ ygojl (sla o)y plo (gl ol (2d3L olds puusgs ) laJde JolS Cuddge pac
Jice 3, Sdos 08 o 4l ) La Jase cliS GRS 4 a0 i |y JoS6 Sany Jole jouin b (sl oo
i L Gsil slaalls ¢l s plas cizman ol jSade (igo)l sloal ples 0 FF3 + RMS
S (i G b sl (i Sloj s lagygmnS) s 11 (pnlie 3)Sdas JoSO b alolb g poiiage
sanliis JoS5 Sy Ly sloaie g @l) ot o s oline gl Lol amd o Lt 1y loolol 1 (punsd 2908



e SN 5 (GE10,5 | 03Ul b B 115 (5,135 Cod lole i (s )b danwgs

Slaged g 9 S os

@l ol o pliws i aenl ol (IS VY Jgda 53 )5 Ceid slbJae liged (90 3)Sos ()
olo Y& (gl o S 5, Sl puuuw f00s 48,5 Jla3 1> 6,80k by9d (lgicdy ¢ yimgh 5ysd Jol Jlw VY wlale (slasl
Lol lagsiy 1 < m RY (5:5ke o5 W Jse (sligaipygp RT caldl )3 cunl 0nd )y Ginlajl 590
IS Cans sln o plas 5355 5,Skae (sboS €Al Lty (sl oaliiemsty ol o 005 duasloea sl (y905]
€O oyl dilale (233L (gl 1o dV/YD g 0o ) SV/FA Jo o) (6lp 0k dulme RY JBlis ¢ piSTus ol
sald @iB)S I8 gy 350 JoS5 b Aol it 0 b 90l slainlyls (sl o Je (sligaicig e 2,8kes &S
e J9S8 Sy b 35 a8 sl Juae 3)Shos iz et oo plod gl (glaigeigygn R jolie ials
3t Jo Sy L slaJae 5, Shoe cily jpdn 3b (2 G b sl o) &5 <@ iy 55 cunl 039,
O Bl )3 g 3o dYIVE as St ol 1 095 i iSTas )3 (dldgeigp RY sl gl sloJde 5,Slas
252> g oml (2 Cand b g2l (sl b Jue (glaigaiiyg e 3)Sles € Ly 55 wule )3 il a0 2V IVE
€@r J=z 4 s s plod cinid 3 Slas sbS Jols qulis il 485 )13 (g0 3590 JpS5 U alols e
0903l sl dbol (sly JoSS b alold puite 05 b1y (b o b slaolyls &7 Sloj 505 ©)le 4
sl 2550 ol &5 b )3 15 (g )boline J> oS5 Sy b (6 M8 el sl Jae ) ooliil (gl oS o0l
55 oo L duglio 13 RT joolis (gl ool Cuwdty lis .cudls dmls (gt @l YU (o Cenad L gl 2l
935 Giagk Oseil ol 3 lgie 1y ol e o cul a0 OLS (ygme S jlodlizal b (Yo¥+) 'guis 5 S
Gl d8)5 & ygo (03],85) ploww pdaw jd &S iy (Y4V+) o)) Ko

Sleiged 90 RY — o (y9031 (Sltly13 (5152 (615 Cond (sl to glaigad (392 3, 50es VY Jgun

FF6+ FF5+ FF4+ FF3+
RMS RMS RMS RMS

J3 U alols e j9in (91 9031 Slaiaalyls (1
g (\‘X\" ‘_;yu); \9) 4.3[§9.) u}A)—l Lﬁ‘)b
BIM 4 o)l Lol

FF6 FF5 ‘ FF4 ‘ FF3

YISVU | NIV | NISYL | YIssUo | YISYL | XISV | YIsA) YIV-Y.

= (X i VF) 9590 gl 2l
)4k g 051l bl

YISV | YIONL | YINYE | OYISSL | YISV | YIOYL | YIRV/ Y/¥a.

= (X i VF) 9590 gl 2l

Y/ovV. Y/05. AALYA AR A YIOAL | YISV | YI¥¥L Y/ovy. -
L5)9|‘>9‘“‘ 9 o}l.\}l u.u‘.wl

= (\GX\G ‘599.:).1 \;’) 4.3‘593 u}‘)] u_)“)lﬁ

YIOV/ | Y007 | YISAL | YIOY/ | YIONL | YIOANL | YIOYT | YISt
pyiiege 9 ol polal

Sy \;) Sk Qg—o)'i u_.g.l)l.)
\IAYIA AIAZVA AIAYVA YI¥YY. YISNL | YISAL | YIS YISYY. BIM wjlaI (ol wl , o (YX¥XYXY

d)ahw PRESIR LS

1. Gu, Kelly & Xiu



] b)louu:} gY 2,93 AR cdl‘o ulit.bd

b}

A

N YA

FF3+
RMS

FF6 FF5 ‘ FF4 ‘ FF3

Js U dold puiio 9 U (901 gla 0l 1> (&

R AN Y I 2/ Y D VA BV A (YA

RV

NALYA

g (\:X\‘ d}ﬁ;)) \;) 43l§9J U?‘)T L.S'?J)b
U556 b alols g ol ol

DA

YAawA

VYT | NSV | N | < IAY

YRIYA

NINVA

S 17) 4B )leg (gl >
BIM ol st bl j oy (YXYXYXY

J555 6 alobs 5 s JiS el

VS,

VYY),

NIVAL | NIYTL | -85 | <IN

NAVYA

<INV

S5 17) 4B oy (gl >
BIM ‘o)"L\_Sl U»Lw‘ — (YXYxYxY

J5S5 b alols 5 g pgloge

AN VA

YAGVA

NALVA

YR VA

NISYA

Sy \;) ks ‘_‘;9—0)'] u_.g.l)l.)
P}M}o BIM sb)].\)l U»L.J‘ » (YXYXYXY

J5S3 b alob

9 Jo55 U alold piie 9 b 9051 soa2l)> (&

= (\GX\G 699.:).3' \;) 4.3‘59.) u}‘)] u_)“)lﬁ

YISV | SINEL | NAVE | YISXT | ST S IAL | INST | - IAYY
JoS5 b alols g 031l ol
SINT | NISYL | YINNL | YINST | RN AV | AT | AT | BIM ) el o (YxYXYXY
55 b alold 5 g liSale
S5 V8) 4B oz ig—eil =l
ACa VAR I V47700 I 77N VAR B V) /40 IR VA 740 SR VAN o740 INRVES o740 R LS/ I = 711V [ KV e W SR | £ £ 241
JsS5 b alols 5 (5 pglogu
S5 17) 4B )leg (gl sl
YINOT | XINT | ONINL L ONIEL | YL I IV IS | pgiiege BIM wjlsil bl (YxVxYXY
oS5 b alols

Ol (A Camd b g 1> 9 JoS5 U b903l s 2lyls (3

FxF o5y VF) g a0l ol
et | st | s | | e | et | aar | e | 2T R V)W ool o
JsS5 b alolé g o3l ol
S 17) 4B )leg (gl (=l
ST | ONYL | ONONL L OSINYT| INT | RS | SINST | NS | BIM il Sl el l oy (YXYXYXY
955 b alold 5 g liSales
S5 17) 4B )leg (gl sl
ST INL | AL | NNL | IR sINOT | ASL | [0 | BIM Sl el oy (YXYXYXY
JsS5 b alold g g yglog
S5 17) 4B oy (gl >
ST AL | N T | NEL | ST NN ROL | M T | paitege BIM wjluil ull  (YXYXYXY
553 b alos




"y OS5 (£00, | o 03Min] b B 115 (5,35 Cuond lole i (s J e dnwgs

S 5 A
S e o5 IS Cad sla o cplos (235 b o) bl g (o ltel Sy Connl @ g b timgy ol 0
2l 9 JoSS L ol puie Lol jolate (pdy sl oid 0303 daugs JoSO b alols (gt s )liiel S jline
oy rbaie SLa g Sy sl Sl o i gk )b G g (S8 o Shy ple jeas bk S wlale
P Ao (63,555, oloeds slliol (igm)S) slae clop B Lo s - 01y &)l 4 a2 5 b ppnizmen A
=i 3 L olaian (JoSo b alols pite a5 ol (Lis stelcandds gl b wyp (6,158 Cd (slb Jdo duwgs
oS JoSo U allold) aie g yoline dlaily 45 g yebods 905 )18 s cad slailin] 51 150 cov da Sy pbe
sl o sl oalital L by (el ol gl cusl )8 Yl (o s b plows (sl (Y (233 Jolas
595 sbagigiy gl L CulS plgi e IS duglio ) Lol 9,151 1505 (slagtmngy b jpalaia plas duliie cublé
5l s Ly s csla g 2 (Y- IA) e 5551 5 (Y0A) (Saoloig) 5 gl Y1) 5L
ples 3 ojhl Josle (o) sl csitio lajesie (o 1l gupn (B clagingly ) (VWAA) (Ssey
Pl (2351 L e lele laiedr comly b YL (s Sl 51 £)06 051l 51 g sl jlaline o1 gus) 2 slacdls
oSl clatio (sla g S 53 2l 23}k 2 S U (o it Sl 1 ) ool et 3l e bl
3yglise wald 1) (ool plaws (233l 2 oyt 5151 (55585 ()

25 gdy 3 5 JeSO L dlol e Jole a5 5,5 i |y ol Jleinl (Jol o5 5l Jols donss
9 Lol (A5 Cd slase 13 39290 sy Jole a0y (LS (g (gm0 )S) I ol gl g Canl S50 b ol
5Ll b ol 40,05 1y J6S5 Sy Jole 033l zeasss 2lss (VAAY) oyl lS g (Y= VA ¥+ 10 NAAY) g b
slamhb sl Ladse (dugtn 9 (Simsgedg OlF (i 290 S5 Cad (b Jde & S5 Sy Jole
s aildn gy (6 )35 Cuasd (slbJie caslio 5,5kos (ol zuls 5 05 owypt ol 5 YU opy &l b 0]
cla e o jlasl Jol coley (gl a8 ams o lis Jools gl ol Lis |, YU Lo cuws b oygejl la o>
3 iy NS e 5 55 (slo s dawgi sl (slilisl (oI5 sloo I olgiee (sl I5 Cund

2,5 by calio douis g3y 84 ol cla Sho b oygesl sla o)l

Lowd guo g olguw
onsl Lmeabls sl )i st (gl e 5,Slhae dgme el ecs )i unsd (sl e > Al yuie 51 ozl
o) 3l edlisal S o pdg lSl |y ()8 Cesd (gl S dnsgs )3 jlais] Lol (gt 5 3,5l 00 pol 2 1) oS
S (6 g B g o3l asuie (Sho b ol jl (pols diws ) S Cwd o e plyie S
Sglite (sl g bajline | oslitul S S8 g9d90 (nl Fmes (pyp & Slgion & Slegdge I (S 08
(o syl (Sdbanwgs pas Jidoay el dilopus Sk 53 & ol Jo5 Sy b Jlo Sllasl (6 0jlul (ol
Jlais! g Ul 3)50 S5 Slgl3 (JsSo Sm) Dl syliel BISE 295 (Sae (gl ol 53 o] 5l ealizl



Y 0ylons YV )93 VE+ £ Jlo Ciliging Vi

wload osliiwl (Jle Clhlasl g plew Sy Spo b3l (qw)y 53 & e coe slasline | oo JoS5
plosl Lo Sig (ol jr g 0ud cdpo slinissiiy Sl glasgoome il 2 5)I5Cuad sloue (g3l § dnugs
DS e JSie |y LSS ol any (ol LSl (ool plow (Sloj gm0 53 g 3L dlie 10 23 0d0 s
slass bl ) plams i (s 51 sl bl 5 il o sl Jole Sl (ol lacsaiiyg (2,5 ipe
P51 50s Byl sl aals dg2 g0 plows 3l ide 00 (e (slo oy Slusi 105 05 <5y o Shig 5l oL
o 0 A3 e bl Anlgs oS (SAUS il 9 (SUBeSs )08 Wibls patie (a4 Waisei
L (oiwnlatd]l Sl (slaJace )3 Jaill g ogilly (sln it 3529 e 905l sla ol 5 plesw o235
O bt s blyy g Ml (9, S bl 13 nJuo (SUlE pae g (aden jlp Gl dile (g2ame S
big=> au (S slaimgly 53 oad 5D CMS L (4185 1y | & 3945 o oty s fpagbie 42 lse o yite
claca bl jl oolaiwl b g 5,5 Oygo closng avgs la ol)ls (g)liScud cla Jao 3 ol 5,8 ¢ wdle (6300
sbadie 38les dapuiite ( Ol g (ot e Ll ol (Ll puate 3L 2l b (9,55 5 (edle (653

F

SYE-0AY (F)YY o Mo i sl 390 035k Jole 51 solizal b a5l 390 (o535 ke pus — A5,

S l93) @b 5 Ll Jole 0 Jae (oxds 5 J55 Sy 3638 (g (IYAR) Lo ke 165,965 )52 5 4l )Ss g2 lss
NRAY (FENY Dl 5! oloer Mo i (05 1 Ghys) Lose 5

XY= PV - e

2 9l ploas o )3 HLaE! 3590 03}b &5 2 (S yg Sy 3 gy (IWAR) dg0mo ey g L 59l
NPAVYY c(YV)ﬁ su_/[o QAJ)J—[O)LU/—W‘} u]).ee )l.)LQ) L§b9‘ o N b..\...ud..d).:.\.s dbhu.{).w

yos 43 lealawl b b oyl (o)l ced Lole gla Juo bawy ((VWAA) dgeme ¢Sy g dllige ¢ S {gie ¢ olj e
DHEA-OFD (FIVY o o clidze .S yis

References

Adamifar, S., Khani, A. & Amiri, H. (2022). Developing Q-factor and Adjusted Q-factor
Pricing Models by the Expected Investment Growth Factor using an Expected Return
Factor. Financial Research Journal, 23(4), 593-624. (in Persian)

1. Curse of dimensionality



Vi€ OS5 (£00, | o 03Min] b B 115 (5,35 Cuond lole i (s J e dnwgs

Anginer, D. & Yildizhan, C. (2018). Is there a distress risk anomaly? Pricing of systematic
default risk in the cross-section of equity returns. Review of Finance, 22(2), 633-660.

Aretz, K., Florackis, C. & Kostakis, A. (2018). Do stock returns really decrease with default
risk? New international evidence. Management Science, 64(8), 3821-3842.

Asness, C. S, Frazzini, A. & Pedersen, L. H. (2014). Low-risk investing without industry bets.
Financial Analysts Journal, 70(4), 24-41.

Avramov, D., Chordia, T., Jostova, G. & Philipov, A. (2009). Credit ratings and the cross-
section of stock returns. Journal of Financial Markets, 12(3), 469-499.

Ball, R., Gerakos, J., Linnainmaa, J. T. & Nikolaev, V. (2016). Accruas, cash flows, and
operating profitability in the cross section of stock returns. Journal of financial
economics, 121(1), 28-45.

Bhandari, L. C. (1988). Debt/equity ratio and expected common stock returns: Empirical
evidence. Journal of Finance, 43 (2), 507-528. Doi: 10.2307/2328473.

Black, F. & Scholes, M. (1973). The pricing of options and corporate liabilities. Journal of
political economy, 81(3), 637-654.

Campbell, J. Y., Hilscher, J. & Szilagyi, J. (2008). In search of distress risk. The Journal of
finance, 63(6), 2899-2939.

Carhart, M. M. (1997). On persistence in mutual fund performance. The Journal of finance,
52(1), 57-82.

Chava, S. & Purnanandam, A. (2010). Is default risk negatively related to stock returns?. The
Review of Financial Sudies, 23(6), 2523-2559.

Cochrane, J. H. (2011). Presidential address: Discount rates. The Journal of finance, 66(4),
1047-1108.

Dichev, I. D. (1998). Is the risk of bankruptcy a systematic risk?. the Journal of Finance, 53(3),
1131-1147.

Eyvazlo, R., Hashemi, Y. & Qorbani, A. (2020). Multi-Factor asset pricing model in Iranian
Capitad Market. Financial Management Perspective, 10(32), 9-32. doi:
10.52547/JFMP.10.32.9 (in Persian)

Fama, E. F. & French, K. R. (1992). The cross-section of expected stock returns. the Journal of
Finance, 47(2), 427-465.

Fama, E. F. & French, K. R. (2015). A five-factor asset pricing model. Journal of financial
economics, 116(1), 1-22.

Fama, E. F. & French, K. R. (2018). Choosing factors. Journal of financial economics, 128(2),
234- 252.

Fama, E. F. & MacBeth, J. D. (1973). Risk, return, and equilibrium: Empirical tests. Journal of
political economy, 81(3), 607-636.



Y 0,lowd ¥V 0,93 VE+ € (o Colisios Vo

Filipe, S. F., Grammatikos, T. & Michala, D. (2016). Pricing default risk: The good, the bad,
and the anomaly. Journal of Financial Stability, 26, 190-213.

Friewald, N., Wagner, C. & Zechner, J. (2014). The cross-section of credit risk premia and
equity returns. The Journal of Finance, 69(6), 2419-2469.

Gao, P., Parsons, C. A. & Shen, J. (2018). Global relation between financial distress and equity
returns. The Review of Financial Studies, 31(1), 239-277.

Garlappi, L., & Yan, H. (2011). Financial distress and the cross-section of equity returns. The
journal of finance, 66(3), 789-822.

Garlappi, L., Shu, T., & Yan, H. (2008). Default risk, shareholder advantage, and stock
returns. The Review of Financial Studies, 21(6), 2743-2778.

Ghazavi, Z. & Botshekan, M. (2019). Investigating the Effect of Default Risk on Individual
Stocks Returns using Stocks listed in Tehran Stock Exchange. Financial Management
Perspective, 9(27), 133-168. (in Persian)

Gomes, J. F. & Schmid, L. (2010). Levered returns. The Journal of Finance,65(2), 467- 494.

Gu, S., Kelly, B. & Xiu, D. (2020). Empirical asset pricing via machine learning. The Review of
Financial Sudies, 33(5), 2223-2273.

Guo, H. & Jiang, X. (2021). Aggregate Distress Risk and Equity Returns. Journal of Banking &
Finance, 133, 106296.

Hansen, B. E. (2011). Threshold autoregression in economics. Statistics and its Interface, 4(2),
123-127.

Hou, K., Mo, H., Xue, C. & Zhang, L. (2018). Which Factors? Review of Finance, 23(1), 1-35.

Hou, K., Xue, C. & Zhang, L. (2015). Digesting anomalies. An investment approach. The
Review of Financial Sudies, 28(3), 650-705.

Jagannathan, R., Malakhov, A. & Novikov, D. (2010). Do hot hands exist among hedge fund
managers? An empirical evaluation. The Journal of Finance, 65(1), 217- 255.

Khajavi, Sh. & Pourgoudarzi, A. (2020). Investigating the effect of default risk on
explanatorypower of Fama-French five factor model (Evidence from Tehran Stock
Exchange). Financial Knowledge of Security Analysis (Financial Sudies), 13(46), 97-
109. SID. https://sid.ir/paper/951394/en (in Persian)

Lintner, J. (1965). The Valuation of Risk Assets and the Selection of Risky Investments in
Stock Portfolios and Capital Budgets. Review of Economics and Satistics, 47(1), 13-37.

McNeil, A. J., Frey, R. & Embrechts, P. (2015). Quantitative risk management: concepts,
techniques and tools-revised edition: Princeton university press.

Mirzaie, M., Khani, A. & Botshekan, M. (2020). Developing Multifactor Asset Pricing Models
Using Firm's Life Cycle. Financial Research Journal, 21(4), 545-569. (in Persian)



R OS5 (£00, | o 03Min] b B 115 (5,35 Cuond lole i (s J e dnwgs

Modigliani, F. & Miller, M. H. (1963). Corporate income taxes and the cost of capital: a
correction.The American economic review, 53(3), 433-443.

Sharpe, W. F. (1964). Capital Asset Prices: A Theory of Market Equilibrium Under Conditions
of Risk. The Journal of Finance, 19(3), 425-442.

Skocir, M. & Loncarski, I. (2018). Multi-factor asset pricing models: Factor construction
choices and the revisit of pricing factors. Journal of International Financial Markets,
Institutions and Money, 55, 65-80.

Vassalou, M. & Xing, Y. (2004). Default Risk in Equity Returns. The Journal of Finance,
59(2), 831-868.

Wahal, S. (2019). The profitability and investment premium: Pre-1963 evidence. Journal of
Financial Economics, 131(2), 362-377.



