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ABSTRACT
Jegadeesh and Titman (1993) document that over medium-term horizon of three to one year, past winners, on average, continue to
outperform past losers by about 1% per month, showing that there is “ momentum” in stock prices, then many papers also
document high turnover, big size, and low book-to-market equity stocks have stronger momentum effect. In this study, we investigate
the usefulness of firm specific variables like turnover, size, and book-to-market equity in predicting cross-sectional returns for various
price momentum portfolios. Our sample consists of all non financial firms listed on the Taiwan Security Exchange during the period
January 1993 through December 2002. We use Jegadeesh and Titman (1993) simple momentum strategy model to analyze the profit
of momentum strategies in Taiwan stock market. We not only use Lee and Swaminathan (2000) price momentum strategies model to
analyze the price momentum effect of turnover, size, and book-to-market ratio but also examine whether Taiwan stock market
support momentum life cycle hypothesis (MLC). As these results, we find Simple momentum strategies can earn significant returns
that support return continuations reported by Jegadeesh and Titman (1993). As for the influence of firm specific variables on the
momentum effect, our results show that high turnover, big size, and low book-to-market equity stocks have stronger momentum
effect, these results are consistent with findings in prior papers by Chan, Hameed, and Tong (2000), Asness (1997), and Daniel and
Titman (1999), but about firm size issue is not consistent with findings by Hong, Lim & Stein (2000). Taiwan stock market supports
momentum life cycle hypothesis(tMLC). Turnover and book-to-market equity are able to predict the magnitude and persistence of
future price momentum. We suggest that turnover and book-to-market equity may play the useful roles in identifying where a stock
is in this cycle.
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