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Fields of Interests

Empirical Asset Pricing, Market Anomalies

Research

Job Market Paper
What Drives Behavioral or Mispricing-based Factors?

Working Papers
What Drives the Short Duration Premium

Intangible Capital and the Value-Growth Anomaly

Volatility-Managed Portfolio Performance: An Empirical Analysis
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(discussant)
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Abstracts

1. “What Drives Behavioral or Mispricing-based Factors? (Job Market Paper)”,2022

Abstract: Factor models are important to explain returns and to calculate the required rate of return. We analyze

the risk associated with the outstanding behavioral and mispricing-based factors proposed recently that outperform

other factor models in explaining a broad range of return anomalies. Present variance decomposition suggests that

cash �ow news is the main driver for all of these factors and their mean-variance e�cient portfolios while discount

rate news dominates at the aggregate market level. The explanatory power of these factors largely stems from

the ability of their cash �ow news to explain anomalies’ unexpected return news. The beta analysis also indicates

that the cross-sectional variation of market beta comes from the variation in their cash �ow components of beta.

Therefore, though these factors are most likely to be explained by mispricing, their fundamental cash �ow news

plays an important role.

2. “What Drives the Short Duration Premium”, 2021

Abstract: Equity duration is the present value weighted cash �ow maturity. It measures the sensitivity of the price

to the change in interest rate. Using a present value decomposition approach, I calculate the contribution of cash

�ow news and discount rate news to the unexpected returns for portfolios based on equity duration. Surprisingly,

the cash �ow news is the main driver across portfolios that are composed of stocks with long duration or short

duration. Stocks characterized by a shorter duration earn a return premium over stocks with a longer duration.

Though the short-duration premium embeds value premium, it cannot be a substitute for the intangible adjusted

book-to-market ratio. Portfolio analyses indicate that the premium is concentrated on small stocks and stocks that

are possibly short-sale constrained.

3. “Intangible Capital and the Value-Growth Anomaly”, 2020

Abstract: I study the value anomaly across �rms and over time given its signi�cance in �nance theory and prac-

tice. In this paper, we calculate and compare four versions of the book-to-market ratio to account for the growing

importance of intangible capital and the dispute of its estimation. Though the intangible adjusted book-to-market

ratio improves the performance of value anomaly, none of them can expand the mean-variance frontier spanned by

four other factors, and they all experience persistent drawdowns in recent decades. The analysis within di�erent

industries does not corroborate the argument that the death of value strategy is caused by conservative accounting

biases in book value. The selection of a better estimation method for intangibles is hampered as it changes across

contexts. Last, I show that instead of using intangible capital to adjust book value, leveraging the ratio of intangi-

ble capital over market value can deliver HML factors which feature much higher cumulative returns and smaller

drawdowns in recent decades. The drawdowns of HML factors are closely associated with the change in relative

valuation.
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