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The Investment Performance of Momentum Strategies and Contrarian
Strategies in China Stock Market

LIU Yuhui

(Institute of Finance, Chinese Academy of Social Science, Beijing 100102, China)

Abstract: This paper mainly investigates whether the momentum strategies and contrarian strategies can
create significant profits under different formulation horizons and holding horizons, whether past factors
(market return, characteristic of individual stock) can provide an important implication about the profits of
momentum and contrarian strategies. We find the momentum strategies under different formation horizons
and holding horizons (1-48 weeks) are more successful in China stock market as a whole. Concretely,
medium and short term strategies (over 4-24 weeks holding period) generate significantly positive returns.
In addition, super-short term strategies also earn significantly positive returns. Nevertheless the contrarian
strategies under long formation horizons and holding horizons (beyond 36 weeks) may yield significantly
positive returns. We also find, considering market factor (market return, cross-sectional variance of equity
returns) and characteristic of individual stock (trading volume, firm size, price, price/earnings, BE/ME), there

exist clearer and more significant modes of profitability in momentum or contrarian strategies.

Key words: momentum; contrarian; mean reversion

2003-07-02

' Jegadeesh (1990) and Lehmann (1990)

(nonsynchronous trading)
(non-trading)
? Jegadeesh and Titman (1991)

¢ A A
0.6 0.4
4 1_2’ & |
Vol (t - p,t —1) =m§/1vmt_l_l 2 =0.87
Vol, t
! 1 2

17



18



