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Abstract:

This study tests a lead and lag hypothesis using U.S. and Japanese sector ETF data.

The hypothesis is that, because trading hours do not overlap, information that is fully reflected
in the market that closes first is then incorporated into the market that opens later, from the
open through the trading day. Specifically, we use same day close to close returns of U.S. sector
ETFs as the information set, and we predict next day open to close returns of Japanese sector
ETFs. To do so, we build a predictive signal based on a subspace regularized PCA applied to the
joint correlation matrix of U.S. and Japanese sectors. The signal can be written as a low rank
linear predictor of Japanese returns from U.S. returns. Under an idealized model in which common
factors are revealed in the U.S. and spill over to Japan on the next day, we show that this predictor
is the best linear forecast. In our empirical analysis, a long short strategy based on the proposed
signal outperforms several baselines, such as momentum, plain PCA without regularization, and a
double sort that combines momentum and the proposed signal. The proposed strategy performs

better in terms of risk adjusted performance and maximum drawdown.
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ATREMER Y /<) — Bl S UG 2 Z L 2R LT E
REF e LT, WERDA DS 1 FIEEOHENI 2
LEMDPTERBBEERTVEX VR A 6], BXULD
EWIOREE (VA—H1) REPHSATNS [7]. &
BIZ, BEXVRLRPNY) a—Wolz7 7 7 R—-I13%
O - BETILLBIHIEN (8, 9], 7727 &x—HIK
WCEX Y RADFET 2 Z e dfafiEhTwa [10].
AR TIEZDS S, ZuRtryarDTHlAlHE
HO—DOTHZV - NI 7HMRIEHTS. V—-FF
IR LIL, BEEE (BHDHWVEET Z—) [HEELL
TAMRSZEA A, MDBEENEN TR L, KRR
17 BREREfR : LTSN 2B 26T, Hlz, &



7 & —NT DIBEHRILENI B < REISEHR A & Fh/ VRS,
WDV — R I ZHRPREINTNS [3]. i, B
¥ OBE IR (754 F2—>) Z2EURIERIEE
WEHL, BEEREOMIRELHHFaRZEDRR Y & —
YETHILES e bME I TV (11, 12]. %7,
THEEORZ T4 VT 4%V X—>DIaf (Spillover)
B A SHIERMINTED [13, 14, 15], & h bIFEGE]
IR R D IERIEATEIZ S B < T THEE L 72 1TE D3, 1%
WL THOFMNE2 6 HRICh I TR s &
5 HAZFHIEZ 5 2 % (16, 17].

AWFEE, Z DR DIEFRIEANE 2 5% BRI RE/L T THH
RENCHI U, KETISCRER ¢ ([CHEE U 7= 3
A, HATSGORE¥EH t+1 OHF Y X —> (Open-
to-Close) M3 % L WO RFREMEES 5. BRI
X, KEHNZ S&P 500 D 11 + 27 & —I2HE)$ % Select
Sector SPDR ETF, HAMNII TOPIX-17 (BiX4iAA)
\23EE) 3 3 NEXT FUNDS TOPIX-17 ¥# 5| ETF %
W THEIE Z MR 5 5.

RGN, AR HRERE 0SS HEBITTAIIC
WU T 22 E RIS & PCA[18] Z#H L, DEeX
TOHE T 7 2 &— (Fa—nu, HRSLy R, ¥
VAN T4 72> 73M) RREMNHE T 5. #
E LTz ENIEEZERNCKE DY H t > ay 72 LT
7 7R =Ra7%B{BT, zhrHAlle—T 4 7
THEILT AT, HAXMEOBREEHS VP L2
K3 5. oM, KEfloEREZ K ZoToERXot
RIANEREL, HARUANGS S 21KF > 7 HIE T HlI%
CLTHRTE 2. AT, Fo8ig) Xx—12
LT, Fama-French 3 7 7 7 % —3 X O Carhart
4777 8-12K2 VR BROT VT 7 ZEHAIL
MATHE B Z 55 5.

AHFEDOEREMIIRDEBYTHS. H—I1g, H
KO H S [ D IERIENE 2 R U 7 K E 5 o 668
V2= b HATGORMY X—2 A0V =K
ik, FEBHNCEEIREER ETF 7 — &1 & b MRGEE
L, Ml (FF5)) #ammse LcEMbs 5. e,
FETE L AR AT BB 7 RS0 59 2218 % A oA A TSR 57 2
MIERNERT = PCAIC X D, HXOHEE— N2 LEW
WHEEL, 18T Y 7 ERITHe LTS 7 F Ve ks
BRHHAZERT . H=IT, HAIEX & AR
DPCAYZFNetgL, EREB R T7 +—< v A
AR WE LB 2RI DI, 777 R—
ETFTMCE BV RITFABBZD TNV T 7 DB S ST
MEREMETT 5.
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2 [IERE
2.1 ®REI-N—RVAEA—TESH

KEDOHEMERE U = {uy,...,uy, } EEE, HA
D¥MEIERE T = {j1,...,jn,} L, BEE N =
Ny +Njye3$5.

FHER e UU T DIREB X UKRELZ 2hZzh
P Poese v L, $old 2 TR OHEEITIIHE R —
A D Close-to-Close V & —

close
cc .__ f)ﬂt

rés = —
it close
PEe

(1)

PRWS. —7, BIEY 2— 2 OFHEICE, HARMS
ADHKE CKEMEZ 0 — X BICHATIG TR EHEH
IZEAT) BEEKL, Open-to-Close YV X —

close
oc .__ Pjyt
T :

't '= Topem — Ly JjeJ 2
J,t le; ( )
PHWA. Tbb, Kt FTICBIRTRE A K EER
ho, BEHEHt+1 o HATHDOHF (Open-to-Close)

VER—=VETRLEET 2.

2.2 AYIoa—brR=—FI7FVFTOHEE

BEFEH t+ 112BWT, BGIRTRER HATIS O $HHH
BB T CT T 5.

e Mo fimElE%E g€ (0,1/2) B7iqg=
0.3) £9%. ROETHET LS T IV s, =21
RO,

(3)
(4)
EERTS. FEVaA bR T72VFDOT A bR

L1 := Top-g set of {sji}jes 1
Si41 := Bottom-q set of {s:}jez,.,

1
+—— JE L,
|[.:t+1| ] t+1
Wjit+1 -= e ] € St+17 (5)
|St41]
0, otherwise,
D w1 =0, Y |wjia] =2 (6)
jeT Jj€eT
L, Wity &—%
Rit1 = Z W) t41 75441 (7)

JjET

TERT .



MO ZEEAMETE PCA ZRAL
fcBREREY — R ST IEER
ARETCIE, EAMEAE PCA[IS| Ik 2 7 F L 554

OHETFIEZ B2 .

3.1 EFZSPEREICESI<KEIITIAR—
Sy —

HEY 4 Y ROER L L, &S¢0 UCHER

TAYRYW, ={t—L,....t—1} ZERTS. V4

¥R NOFY, B R

1 1
Pit =T Z i Tit =T Z (TfycT - Ni,t)2

TEW, TEW:
(8)
L, By X—2%
7“400 — Ui
s =t Ty, (9)
Oit

TERTS. V1Y FYNOEELY) & —175% Z, €
REXN ¥ L, w4 ¥ RYNHEBETEE C, € RVXN »
T 5.

22 ERMEAT = PCA T, #EY 4 v R 2
& OMEBETTH C, &, FHETERE KM L e AR —
P v —fT8 Co \HE T 5. LUR Tl Co DIER 1% iR
N5, ¥, FHiEANZ L FIER) V) € RV Ko
ZHEERT L. T IZT Ko IZEFAERDZEMORITTH D,
AR TIE Ky =381, RD3ODERNRY hL%E
w3,

1. ZO—NILT 7o — FRICE L WEANN

v o< 1.

2. BRFLY R 7042 — KE%ZIE, HAZHAD
J51A] vy o (lNU,*lNJ) v WCERAL.

3. DUOUAN T4z T T 70— KE -
HARZAZHhOEME RGBEK (27 VAN %
E, T4 7=z 7RBEICTANFL, FFEX
7 FVELER LT vy, ve IZIE3AE.

Ly\iﬁ“’o Vo = [’Ul,’l)g,vg] %?%I‘é
iz, THRMOHEY 1+ ¥ P2 /fH L TEREL
L7z U & — i 5157 HBITH1%Z Crn & L,
Dy := diag(Vy CrunVp) € RF0xFo (10)

kD, HEITECHoEAEEZHES 5. ZhE
HwTx =75y MTHZ

CrY .= Vo Do V" (11)
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NINVIIVLIERME EmZEMIEANE

ERBRIMLY
BHEHSHRIM:Us

1: BERFECXBFEAHED A X —

CRERL, MAERTIEALL THBEITINCER T 5.

Co = A_I/ZCSaWA_l/Qa A = diag(oaaw), (12)

5T diag(Co) =1 %2 X5 TA% 1ICHETS 5.

3.2 BROZEMEAMEPCA

11%, E8rZefERNE PCA ERIERI LS %
BHEANRLEZBDTH S, KOLEMNZ, FFERIN
7 M ARNCERTNRZ FAANEEDT 3@ E DR
FAIEREERLTED, ZDHE, X7 MLVHEAT
DEEWIIE-N2 D0, EZWHIR L 0BEED
flRxNn 5. —77, KOAHNE, RHFLTIRET 256
DEMIEALERLTEB D, BEROERIZ b
iR 3 ZE Rk, SHATCRE SR 22 (F1221)
WD 3 HE R L o TV, ZD XS RIEANKIZE D,
BEBHERZ M EEROBERES 7 7 7 X —FETLE LT
DEGWERE DD, BENICERD D 2 MEE RO
ZENAREL 2 5.

Rt DD 4 ¥ RUNHEBEITA C, & HRfz= 7 2
A=Y v — Cy RV, ERMLAREITY] %

C;%8 = (1 — \)Cy + X\, A€ [0,1] (13)
TEFRTS (A=09) . 0O L CTHEENRE

Ci® = Vil V|, (14)

Ay = diag(ly gy bng)y C1p > >Uny (15)

270, KM (K =3) ofa~z bz vE e
RNXEK » LTt $ 3. 2z XKE, HROZ7nvy >
WEI LT

V[S,It() c RNUxK’

Vi e RNE (16)



3.3 BXREEBEIV—KRZT-2TFI1L

AREITI, KE (IEGIRHEW OIEREM) kb4
C 2R EZNMA LT, KEHHOREY £2—> D
HHY ay 7BHANIGORME Y & — NTEEFEHITHK
NF 25, LOISRBENEBICESE, HXFEEDY —
R0« T FNZHET 5.

KETSG TR A ¢ ORMEDSTHEE LR, 71k
FAEIR, BUR= 2 — ZRREHIRR E 535 H OiE 4
fbe LT SR, R OHENIZR5R59 & U TEIH
Shd. —7, HARWGIRE O [HE TRICEE
Ht+1 052G S 270, KETHEAELL %
Rl 2y 7 0—ix, AARMETE ¢ +1 OF
DIREIEBN Tl AN S G 5. R0V —
Ko 7%, KEXEEDY X—>hoHAEBOREAY
2—rETHTHEE LTERLT 2.

IR ¢ OKRENRIOREREERLICBIHIATREZRIE R & LT,
KEHFEDLH Close-to-Close V) & —> rif, € RV
ZHWS. 74 v FYNOBREELE BEERIC,

cc
Tut = Mu,t
ot u,
2w = () € RN
ueld

Uu,t

(17)

RERTD. TIZC puy & o 1, VAV R W, =
{t—L,....t —1} WZHD M w O, FHERAT
H5.

KR HRE I, THEkoy 274> -
F7RRKERRY, PBOIET 7 72— ¥
B3 (19]. 7 I TABIU, HXREREEG LAERITE]
O ENEHZER (K RoT) Z2ik0 22 ERLAT & PCA
WEDHEEL, ZOZEMAKEY ay 7 2L TH
W77 7 RX—RAa7%85%.

BARAC, ERIEAHEBETTY G o BN K ER~RZ
P V) e RVXE 2XET 0y 2 v HAT R Y 212
HEUI V) e RNoxK | v ¢ RNXK - ((16) )
RV, G0 EEIERL PCAD Y 7 72 —2a7 %

.
fii= (Vi) ava € R (18)

TEHTS. T, KEXEEOIEHY av 7 2y, &
FR TIPSV K HOE— R col(V)) i
SR LRERTHD, MENREm Ghlr » 2 2—)
AT 2 5%E 2RO,
Bonkrr22—2a7 f ZAAflla—74 7
THEILTSZeT, HAMOBEZEH t+1 12035
Tl (> 7FN) %
Zyt1 = V},f)ft e RN (19)
CEFRT S, BEINCE, KETHEREAIEY 7
IR —=avyy f DHAEMO Y ITH R LT
Whk, VY B5Z%.
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(17)~(19) &b, RAKDV =K F 7> FF V2541 €
RN7 %, KEMOBHELY & —> 2y, € RNV 203
LB EHR e LTHETS. Thbb,

Zrte1 = V}f)ft = V}f) (VU(f)TZU,t) =: B{"™ 2y,
(20)
72l

B = vV e RNV,

Ut (21)

X, KEEEDS av 7B HAEBAL SEHT 2
PRIMBEDOEBITYNE LTHRIRTE S, 2ok, X
DAL T 5.

Proposition 1 (X7 > Z7#JEFHl#s & L TOREN).
HAZEMY — K527 - 273 (20) RoETRS N,
#8075 B 13

rank (Bt(K)) <K (22)

)22%7}:‘3‘ X 60:, '/Z\J,t—‘rl =%

1OKERY 2= 20, & K RIEH2 col (V)
WKHELTHRTRaY f, = Véf)TZU,t »1E 2
FH@Ee— romt) .

2. Bohr f 2HAME—F 4 > 7 VI kD
HAROFRARZ FANET.

LW CERIERE 2 0.

Thbb, HEAOBHY X—>XR7 FLVEKREHH
VX —VR7 FLVTHHATZZEEMORFD S5, R
TADREEE /NS TR v 7BERIFE T LS
HELESZFALTHEEWVZ S,

Rz, fnd 1 OREFHEREHEICT 2729, KE
THEEL LB Y 7 7 2 —D Y av 783 HITHAAN
T2 >EELETLEEL. Thbb, H5IE
ERTC K L FNERSTH Vi € RNuxE D yx ¢ RNsxK
WIEEL,

(23)
(24)

*
zue = Vi 9t +€ues

*
27441 = V] gt + €541,

MDD T3, TIT g € REIKETHRES ¢ 12
B LU, BEEHICHANEN T 287 7 7 X —
TH5. 5 E[g) =0, Elgug/ | =Ix L, /4
& Ele.,] =0T

Eleveel, = ot Ing, Elesiie) ] = 051N,
no EUts EJt+1 =4 gt Zéﬂijf%é Zj_é :hci, H

KoEMEF 2 VPBOILES 3y 7 e ZEHEB IO
BERBEED ) 4 RI2HRT 3.



Proposition 2 (k7 ¥ 7#ETHlIZRE L TOMR
). RE (23)(24) DRT, zy401 & zus 2O THIT
MG TRIgRD 5 b, ¥ FIRAE

R(B) := E[||lz5.041 — Bzuall3]

i ME s 5 i RAUE TRl
1

* —1 *Y/x
B* =XY,ukyy = T+o2 ViV, (25)
THEZbNd. LhoT
* 1 *Y 7% T
E[Z‘],t_;,_l | ZU,t] = B ZU,t = W VJ VU Zth. (26)

B2 B* 13 rank(B*) < K %ifi7zL, @@ 10 BX
YRBEOSE (V) e (V) Mz o,

T 2 3R ST X — 2 (V, V) DIBERIT & % FiAR
LAERTH 5. AT TIE, Fhor22MIERNE,T % PCA
cEo VI ~ v, viD ~ vp miEL, (21) @
B #MZEOHEETREY LTHVS.

4 KEEDHh

# 1. HAK¥EM ETF 0 fAYG &

Ticker Ret (%) Vol (%) Ret/Vol Skew Kurtosis N
1617.T 9.12 17.07 0.53 -0.23 6.58 2590
1618.T 16.84 29.03 0.58 -0.12 8.65 2590
1619.T 13.74 20.42 0.67  0.34 16.81 2590
1620.T 9.97 20.37 0.49 -0.22 9.55 2590
1621.T 9.98 20.72 0.48  0.02 6.97 2590
1622.T 10.78 25.18 043  0.08 7.59 2590
1623.T 15.61 29.80 0.52 0.54 22.26 2590
1624.T 14.69 25.14 0.58 -0.26 8.25 2590
1625.T 15.92 24.28 0.66 -0.17 10.04 2590
1626.T 14.43 19.99 0.72  -0.21 13.00 2590
1627.T 8.93 21.91 041  0.06 6.39 2590
1628.T 7.82 21.45 0.36  -0.17 16.99 2590
1629.T 20.45 23.44 0.87 -0.48 15.68 2590
1630.T 12.05 18.73 0.64 -0.26 18.78 2590
1631.T 17.37 27.97 0.62 -0.42 16.96 2590
1632.T 17.02 26.85 0.63  -0.09 19.25 2590
1633.T 10.10 26.16 0.38  0.69 27.21 2590
XLB 10.62 21.22 0.50 -0.31 12.47 2590
XLC 15.69 23.20 0.68 -0.32 9.53 1758
XLE 10.67 30.57 0.35 -0.34 16.06 2590
XLF 14.39 22.63 0.64 -0.33 17.35 2590
XLI 14.02 20.16 0.70  -0.39 16.93 2590
XLK 23.31 24.23 0.96 -0.05 12.65 2590
XLP 8.82 15.10 0.58 -0.52 18.98 2590
XLRE 9.26 21.32 0.43 -0.87 18.71 2409
XLU 11.74 19.67 0.60 -0.31 20.73 2590
XLV 11.40 17.36 0.66 -0.43 12.77 2590
XLY 15.50 21.97 0.71  -0.36 11.31 2590
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4.1 F—2tvhk

AT, HROFEMER ETF ZHWT, KETS
TUH (FEfio) IS L EmAE#RD, HATSGD
BEEH WERt+1) OHPY Z—cERT22 05
V— R REEMEES 5. KEMNK, S&P 500
B0 % GICS @ 11 FEMIC M L 7= 3EEERIEE 3 5
Select Sector SPDR ETF #f\Ww5. EAINZIE, Ma-
terials (XLB), Energy (XLE), Financials (XLF),
Industrials (XLI), Information Technology (XLK),
Consumer Staples (XLP), Utilities (XLU), Health
Care (XLV), Consumer Discretionary (XLY), Com-
munication Services (XLC), Real Estate (XLRE) T
H35. HANX, TOPIX (HALMKMMHEED WS %
BAE 17 X U TER S5 TOPIX-17 >V —
2 (BiY4iAA) ([HBI$ % NEXT FUNDS TOPIX-17
M5 ETF 2 W5, BRI, &a (1617.7)
X —&JF (1618.T), &% - &M (1619.T), 3
b (1620.T), BE3EM (1621.T), HBIE - ik
(1622.7), #k80-JERK (1623.T), Hh (1624.T), &
K% (1625.T), [HHuA(E - — L A Zofth (1626.T) ,
B AR (1627.7), i - ¥ (1628.T), itk - #
58 (1629.T), /hse (1630.T), $#1T (1631.T) , &
Al (BRSRIT) , REIED 17 #HHTH 5. (litg T — &
WEHZX®D Open/Close Wy, HRRDEREIE DR
B P L TS RN HEDOWT Y X — 2R T 5.
B2 FVHENE 2010 E 1 A2 S 2025 F£ 12 HE T
L, HXOEGIH (BiH) o EEEEx, H@EcH
HRTRER EEHOAEH T 5.

F 1L, MR e T2 HK¥EM ETF OREAFGE EZ R
7. KEHAOOFTICBWTS, EEETY R -
) & — VR IEIERIES R 5.

SOVAN T4 T2 T T 77 R—DHERED -
B, VAN (BEBER) 747207 (BA
i) Bt 2 & — DX 2 — I E 2 712
W, oL —Et s X —% 7 \NFFF 5. BiK
FciE, KEMITIE XLB, XLE, XLF, XLRE %3 72
Y AL, XLK, XLP, XLU, XLV 274 72> 7k
L, HAMITX 1618.T, 1625.T, 1629.T, 1631.T %
2V HN, 1617.T, 1621.T, 1627.T, 1630.T 251 7 =
Y7 L7

4.2 FHEISIE

FHififERE e LT, I HHINTWERD 32D
RS % 20 FRY X—> (AR) &, K—b7 %
VA 1ERICESTE LY 2—v 2R, F5
Y227 (RISK) &K=+ 7 4 VA DU & — > DOIEHE(F
FEY LTERIN, VRY - Y &X—> (R/R) IHERY



R— VR ERY A7 THEL LB TERSINS !

12 &
AR == > R (27)
t=1
12 a
— _ 2
RISK 7_71><Z;(Rt 1) (28)
R/R = AR/RISK (29)

ZIZT, RRIEE=+ 73V FDVR—=2ThHY p =
1T R Th53.

¥/, A Ke—&%v > (MDD) #3525 [21).
MDD &, XD XS WEREINZE =T 06 DRK N
EERL, NS WHDPHFELWIRIRETH 5.

(0

CZT, W, i3t T TOR— 7+ VFTOEBEY & —
Y ThY, Wi=[l,_,(1+Ry) THZBNS.

MDD :=

4.3 RN—XF314>

REFIRIMZAT, UROEIEER—2F5 4 v L
THOWTHKT 2. &8, IXNTOKETHEICY 4
Y RFUIE 60 EEH (L =60) 2T 5.

1. MOM : HAMIOAD Y 4 > Ry AEY (HifiE
XUBRN) ®

1
Py— cc
m]"t = Z E Tj’,r,
TEW:

jeJg (31)

<\_). L, Sj,t = Myt <\_). LT (7) %i@ﬁﬁ

2. PCA_PLAIN :\=0 ¢ LT C, E#ZEES
fRL, (18)-(19) Z[FRIBEICHER.

3. PCA _SUB:(13)—(7) 1T X 372 EAL PCA
N—2ADREE. Cpuy ODRBUTIE 20101 H 1 H
752014412 H31 HETOF— &% W T
ELT.

DOUBLE : MOM ¢ PCAREG D 22D¥
kv, 2x2 Y — 2175, FhEh
AT 47T, High BEU Low I2Z=73EIL,
HighxHigh v > 2, LowxLow Z¥a— M3 3.

BREER

I ZTRIREFEDY — F I /W R—R 5 4 V]
WDART =<V R, ORI EDY R R DRHY

4.4
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PHET 5. £ 2IISWIBEOENHGETERL, K235
Y 2—roiftErRkd. Hiiex> &2 (MOM) &
EHHEZ Lo PCA (PCA_PLAIN) 1%, XY x—>
(AR) 235 6%F2fE, R/R (FERY X —> /YR 7) B
0.5-0.6 BEICEE 5. AU LT, IBEFIETH S
2 IERE AT & PCA (PCA_SUB) 134ER Y X —
¥ (AR) %% 23.79%, RV 227 (RISK) »10.70%
v, MOFHEIIHLTY ZAZKELKELLHEPT L
N EBEL, R/RIE2.22%ER L T0D. kK
Fa—Xyrbi/hchh, BEEROTHY R0
HRRCfl XT3, DOUBLE (XY & L EIE
H{E PCA DX 7Y —1) & R/R A 1.69 & HifliE X
&2 (MOM) &IiEHIER L ® PCA (PCA_PLAIN)
WL THGET %28, /Ki#EEX LTIZ PCASUB 2 d
BhTnsd. ZoHRIEE, Bwe—-1Y>rrvs YRy
THEE L 7 tHEITTH o [E15 24 O R IE DS AL BT T2 D
RITVWEEBEEZ L EATHS. Thbb, EHIE
BRLD PCAFHEREZHEU TSV FNLDTEE Y
ME L3 vwoiaxt U, HRIERDZLRIAFI S 5 (13) 1,
e THEERBAE RN, THITEREZWGE T 5 [22, 18).
ZOBIRD 51, PCASUB OFEW R/R &KW MDD
X, @ 2 OEAE IR DTER IR LR WG S
WBWTD, KT 7 o@LE 558, »oils
ZEMIERNIC Ko THEEREZ I Z 72 ik b, T3l
RIRER T D HIGR 2 G TETVWE Z e 2R T 5.
—77, PCAPLAIN PHEREICEE LRV X, KF
VIMEDTFEZDDD I DD, ZOHEDLEND
HETHL L EZRITMBELE VR 5.

* 2: FHIE Y X — > D BRG]

Strategy AR RISK R/R MDD
MOM 5.63 10.59 0.53 16.97
PCA_PLAIN 6.24 994 0.62 23.65
PCA_SUB 23.79 10.70 2.22 9.58
DOUBLE 18.86 11.16 1.69 12.10

7% 3: Fama-French 3 7 7 7 2 —[AlFf5E R

Strategy a (%/yr) MKT SMB  HML Adj. R?

MOM 3.89 -0.032 0.012 0.047 0.005
(123)  (-1.32)  (0.32) (1.62)

PCA_PLAIN 4.39 -0.012 -0.019  0.002 -0.000
(1.34)  (-0.53) (-0.61) (0.10)

PCA_SUB 22.17*  -0.044** -0.029 -0.003 0.004
(6.60)  (-2.26) (-0.78) (-0.13)

DOUBLE 17.11%**  -0.047*  -0.030  0.048* 0.009
(511)  (-1.83)  (-0.80) (1.87)

Notes: WAtHAZRUE HIRHREE ) X — > .o IZFRBE (%) .
FEIANE Newey—West 12 & % t fi.
rrkRE R IIZNEN 1%, 5%, 10%7KHE.

Xz, Fama-French 3 7 7 7 2 —3 X O Carhart 4



& 4: Carhart 4 7 7 7 X —[All@#& R

Strategy a (%/yr)  MKT SMB HML WML  Adj. R?

MOM 3.54 -0.041 -0.004  0.103***  0.268*** 0.080
(117)  (-151)  (-0.12)  (3.61)  (6.65)

PCA_PLAIN 4.43 -0.011 -0.018 -0.004 -0.029 0.000
(136)  (-0.49) (-0.56) (-0.17)  (-0.99)

PCA_SUB 22.23**  -0.042**  -0.027 -0.013 -0.047* 0.006
(673)  (:2.23) (0.71) (-0.59)  (-1.73)

DOUBLE 16.77***  -0.053*  -0.039  0.074*** 0.132*** 0.025
(5.02)  (-1.95) (-1.06) (278)  (3.68)

Notes: WEAZEITHREIE U X — > o 1FERIE (%) .
FEIMAE Newey—West 12 & 5 t {H.
rhk Rk k32NN 1%, 5%, 10%7KYE.

10 {—— PCA_SUB  —— DOUBLE === MOM

PCA_PLAIN

Cumulative wealth

X 2: BIEDBEIEY & —

77 7R —=FTMZED, BEFEOBRBIEED A X
ANT 77 R—THHAINZ P EMFET 5 [23, 24]. K
3BIUSERAIWTRT IO, PCASUBDERT LT >
FENFh22.17% (1=6.69) , 22.23% (t=6.73) L#Hi
AN BEETH D, BEHIOMA R & A VER T
ZIZ S WIRRIRR 2O Z AR XN 3. £72 Adj.
R?130.004 BX0.006 £/hX <, PCASUB OZH)
DELDT 7 7 Z—=TEHHI RV, ZORIE, ¥
WD ESR 2 CEMY av 7 DI EIZ 5 2 L ICER
ZEVWTED, NYa—REXVRXRLREDARA L
77 R — RSN R RS b BENTH B, X
HEAYIC MOM %, Carhart4 © HML ¥ WML ~DF
DEBRBRIIAR=I % — L MK E W Adj. R?
(0.080) ZRL, V&R—>OMYESHEEED R & 4
N7 77— (FRZEX VX L) TitHHEIN 3.
REDOFFEICBIFEHT % 2, PCASUBB XU DOU-
BLE X MKT IZH L TUNEREADIZ I AR- v —%
o, ZZTHEERLZODIZ, PCASUB ® WML #%h
# (Carhartd T-0.047, 10%EE) TH2HETHY, 2
REEIE DUNZE A BT X > Z LBRETIE R L, TEHH
BRRITPE S A B A AfiAS RS 2> & 242 T B ATREME %
RY. RIS DOUBLE 28 WML ICIEQOFE LT 7 R
R=T v —%fHODIE, EXAVRLEREERDL L
THHIDEX YR LT 7 7 X—~DKICENEA SN
57:DThHdeEILNS.
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5 HbHDIC

ARZEIE, BGIRFEA OIEEIAMEIC X b, JLickiE
LG CTHEE L2 EHDS, RIS THBoFMNEH»1 S
HEZLT TENTHRME NG nWS ) —FK - 57
%, HXOXEMH ETF W THEEL 7=, BRI
12iE, HREEHEBETAICH L, BENCEKRDH 3
HATER 7 2R 3 2 B 22 IERI LA = PCA 2 H
W, KEHIOY LY X— o HE T 7 7 &2 —
Za7iEft L, HAMANETT2 Z e THEXHD
TS ZF AR L. 2O 7 FE, KEY Z—
UHBLHARY Z—=2ETHTRIRT V IMETHIE
LCRETE (MED, Xo@ry » 27 2—7nK
ETEHREALBHICHANER T2 WS ET LD RT,
REMETH (BLP) O —$2% (m#E?2) . E
FEACIE, RETFRCHE I 0y 7 - v — Mg,
Hfie X &2, FHER L PCA, BXUEX VXA
DRI — MZHRT, VRAZHEZ AT +—~
VAPRKRELHEL, RARR—X Y rd/hXnz e
PHER L=, ¥£72, Fama-French3 7 7 7 X —8B XU
Carhart 4 77 7 X —TV AL 2D, EBEF
HEO7 L7 7 3FENCERTH D, DR Z AL
7 7 7 Z—TIXHHT E R VIERIRRE B L 7.
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A Proof of Propositions

8 1 DEER

Proof. (20) & (18) & (19) ZARAFTHIEBIZNES. £/

21) &b BX) @& Ny x K {75lt K x Ny {750/ TH

305, —fIZ rank(AB) < min{rank(A),rank(B)} < K

MDA, (22) 2155, ZERFEMEEIX, (18) 2359 (3

EE— FHHD , (19) 280 (HAHINDOER) THHZ Lk

POHED. O

foRE 2 DEEEA

Proof. (23)—(24) 3\ &b, Ho#u

Yov = Elzsar120,4) = E[(Vige + €susr)(Vige +eva) ']

= ViBlg:.g/ VT =ViVET,

I 0 KD REHIIER 2) iR, ARk

Svv = Elzve2t] = VEElgegl Vo T + Elev,eeir]
=VoVg T 4 ot Ing-

—fcRBMIE TR (BLP) & B* =X,08;, THAH6N
%D,

B =ViVg T (VoVe" +otln,)

T, VEWIER (VETVE =1k) TH3ZrzHVA
X, Woodbury DR D 5

*y kT 2 =1y % 1 *
(VUVU +UUI) VU:W U
DD LD, LiehioT
* 1 *y7x T
B = ——V;V;
1+o2z 770

Thbb (25) 2155, Z0E 2p, WKHETHE (26) 2
5. m%IZ, B I3 Ny x K ¥ K x Ny OETH275
rank(B*) < K. O





