Finance 7870

Assignment 2:  Momentum Investing

Download the momentum factor and industry portfolios from Ken French's
web site.
 
1.  What are the statistical characteristics, including autocorrelation,
of the momentum portfolio?  what is its Sharpe Ratio, CAPM Alpha and
Appraisal Ratio?   Does this vary through time?  Does heteroskedasticity
matter?

2.  Is there performance persistence in industry portfolios?  I.e. does
performance last year predict performance this year, cross-sectionally?
You can do this year-by-year as a regression or as a 2 by 2 table.

3.  Regress the momentum factor out of the industry portfolios.  Does
this change your results in (2)?

4.  Form an industry momentum factor by creating a factor that is  long
last year's winning industries and short last year's losing industries.
What are its statistical characteristics? what is its Sharpe Ratio, and CAPM
Alpha?   Does this vary through time?  Does
heteroskedasticity matter?

5.  Regress the Fama-French momentum factor on your industry momentum
factor and then examine the statistical characteristics of the residual.
