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2 Unconditional Expected Return

3 Unexpected Return

4 Time Series Regression
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12 Ordinary Least Squares
3 Fama and MacBeth

14 t statistic

15 Short Term Reversal

6 Market Capitalization
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An empirical study of monthly serial correlation and market efficiency
in TSE

Abstract

The purpose of this paper is to examine the existence of serial correlation in monthly returns of TSE listed
companies and consequently evaluate the weak form of EMH in TSE. The data used in empirical studies cover
2001 to 2022 period and no evidence as to the existence of serial correlation between any single monthly lagged
return and current month’s return was found, but the results suggest that current month’s return could be explained
by the set of monthly lagged returns considered in the model. This provides some light evidence to reject the weak
form of EMH and leads to the second part of the paper to inspect if a strategy based on this model can generate
abnormal returns. Based on the developed model, we make predictions for individual stock’s next month return
and form 10 decile portfolios every month. After taking transaction costs into account, this strategy is not able to
generate abnormal returns. Therefore, empirical studies conducted in this paper don’t find reliable evidence to

reject the weak form of EMH in TSE.
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