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ABSTRACT

APPLYING MOMENTUM INVESTMENT STRATEGY IN
AMMAN STOCK EXCHANGE, AND ITS EFFECT ON THE
MARKET EFFICIENCY AND ABNORMAL RETURNS

MAHMOUD H. AL-OTAIBI MOHAMMAD S. ANASWAH
Taif University - K.S.A Jordan Customs - H.K.J

ALLAM M. HAMDAN
Ahlia University

The study aims to examine the continuation of the returns hypothesis on
which Momentum Investment Strategy (MIS) is based. Such a strategy has
never been applied in Amman stock exchange (ASE) to achieve abnormal
returns for investors. The study also aims to present a new methodology to
examine the efficiency of the ASE on the weak form of the efficient market
hypothesis in accordance with (Jegadeesh & Titman, 1993) methodology. The
sample is constructed from 49 Jordanian firms listed on the ASE, none of which
emerged, nor out of the ASE during the period from 1987 to 2005. The study
concluded that it was possible to achieve abnormal returns in certain periods
using MIS. It also concluded that the ASE was not efficient on the weak form of
the efficient market hypothesis. The abnormal returns were not affected by the
difference in systematic risk and that is not a result of returns’ autocorrelation or
residuals’ autocorrelation, but rather, a result of different investors’ financial
behaviours and their underreaction. The study revealed that such a strategy
lasted for one year in the ASE, while in the USA, it lasted for three years. In
conclusion, the study recommended that investors be encouraged to apply MIS
in the ASE in a period of a year to achieve abnormal returns; investors should
not depend on the capital assets pricing model (CAPM) as a pricing model of
capital assets in ASE, and that more studies should be conducted about the
aforementioned strategy.




Q‘MAﬁkJEyuucwjiﬁfw‘Jw

Lol LSy Ldle 30 ab\,lg.\) ?_\3.\.1.“ 9_\.1.».‘.; dgana
2:\.“..0]‘ S‘)‘J?‘ :Jl:\_a.u;‘ ((Y eV (OJJ‘Y‘ (:L..tj‘)-mj‘d ;:I.“.A.“ “.\\9.]#.”
‘Z:JLJJ ET.‘J“J?‘ f“J‘L‘J‘ &':JS ‘JfJ‘A:ﬂJ JLA:S.J.AJY‘ ‘s_u.n; (..\.C.Lu.m.“
o Lins ololaial 4 Do sl Lupyall ELaall (35l daals

Lol LaslSY) Alle 500 ol,53S0) Bgulic Lol sans
‘Z:\JL‘Jl w\;ﬁa.“ D3de ((Y + -9 (QJ\)E” t;:\j‘).tm.“\g E:JLAJI eJ.L\_U
Sl ¥lae b Ly clalaal 425031 el 3550

polall Lusall LeaslSYI diwlas ol 650) Glaan sans ads
celosall Loaalaall Sl (Y008 (¥ b pmally Lol
clolaial d ooyl Klao Lla¥l Laolal) dowlasll aus
(S Gl LNl Josel) o¥las 5 Lday
) Aewns3all LSl




