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Frankel and Froot(1990AER)

TABLE 1 — D0 FORECASTERS EXTRAPOLATE?

Survey Data

Source Estimate of t-Ratio

and Sample  Term of Extrapolative (with GMM
Period Forecast Parameter standard error)
MMS Inter-

national 1 week 13 4328
Oct. 1984—

Jan. 1988 4 week .08 1.60
Economist 3 month — .08 —2.082
June 1981-

Aug. 1988 6 month -.17 — 4 982

12 month —.33 —5.5098

TABLE 2—TECHNIQUES USED BY
FORECASTING SERVICES

Note: OLS Regressions of expected future rate of depre-
ciation against most recent actual depreciation.
*Significant at 99 percent confidence level.

Year Total Chartist Fund. Both
1978 23 3 19 0
1981 13 1 11 0
1983 11 8 1 1
1984 13 9 0 2
1985 24 15 5 3
1988 31 18 7 6
Source: Euromoney, August issues. Notes: Total =

number of services surveyed; Chartist = number who
reported using technical analysis; Fund. = number who
reported using fundamentals models; and Both =
number reporting a combination of the two. When a
forecasting firm offers more than one service, each is
counted separately.
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The Gallup survey

The main Gallup series i1s computed as the fraction of investors who are bullish (optimistic or very optimistic)
minus the fraction of investors who are bearish. This figure also shows a short time-series when investors reported

their “minimum acceptable return”™ and a slightly longer time-series of their percentage “expected returns.” The
latter two series are marked on the right axis.
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Greenwood and Shleifer (2014RFS)
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Figure 6

The role of past stock market returns in explaining survey expectations
The dashed line denotes the twelve-month rolling nominal return on the CRSP VW stock index. The solid line
marked with circles denotes expectations from the Gallup survey (% optimistic — %opessimistic).



Adam, Marcet and Beutel (2017AER)
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FiGURrE 1. QUARTERLY PD RaTIiO OoF THE S&P 500, 1946:1-2012:1

Notes: PD ratio is defined as stock prices over quarterly dividends. Dividends are deseasonalized
by averaging dividend payments over the current and previous three quarters.
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Adam, Marcet and Beutel (2017AER)

PD ratio

400 - ~ 0.04

e PD) ratio
—»— Expected stock returns on own portfolio
= Expected stock market returns

350 - f - 0.03

/ A \
300 ‘ - 0.02
r' '
250 - " - 0.01
200 0

| I I I I I I I I
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

FIGURE 2. QUARTERLY PD RATIO OF THE S&P 500 (LHS scale) AND INVESTORS” EXPECTED
QUARTERLY REAL RETURNS FROM THE UBS GaLLUP SURVEY (RHS scale), 1998:11-2007:1V
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|:S[Rt,t+n] VS |:B[Rt,t+n]
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® Ho: FoL Rt,t+n] = FB [Rt,t+n]



FS[Rt,t+6] VS FB[R; 116l

Percent, annualized
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|:S[Rt,t+n] VS |:B[Rt,t+n]

FIRt,t+1] F[Rt,t+3] F[Rt,t+6]

ncd Vi SA G = LA N Ak = ncd |V SA G =
Tty 18.5 11.1 7.4 wxx 17.8 13.4 4.4 *xx 16.5 13.2 3.3
tiE 5.5 5.6 5.8
I R{E 19.9 10.9 17.7 13.7 16.0 13.0
=AI{E 74.2 64.2 46.7 46.5 35.7 35.2
&=/IME -34.7 -45.3 -4.9 -10.9 -0.3 -1.4
RAERE 15.6 16.2 8.8 9.8 6.4 6.9
N 275 275 275 275 275 275

QLI HARDFE)EZ—2 > NAHARDFHEY2—
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I:E[Rt,t+n]

QL) HARDFHEIL. RRYA—ITHRTIBEICEER
TONW?INAHARDFREIZESHI?

@ $ #8283 forecast error 94T
o FE[R{tn]= Rypn —FIR ]

+ Hy: FE[R ] =0

36



|:ES[Rt,t+6] (VS O)

Percent, annualized
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FE®[R, 16] (VS 0)

Percent, annualized
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FES[R, 1+6] VS 0, FEP[R 116] VS O

FE[Rt,t+1] FE[Rt,t+3] FE[Rt,t+6]

LAk INAH AR LAk INALH AR LY AF INAH AR
F15 -17.0 9.6 -16.4 -12.0 -15.2 -11.9
t{ié “4,0 *x -2.2 -6.4 ** 4.6 * -7.8 -6.0 ***
R fE -11.6 -7.0 -13.0 -8.0 -11.8 9.9
mXIE 214.0 202.9 88.3 88.6 71.8 77.3
E/IME -283.0 -251.9 -202.0 -193.4 -130.7 -126.4
EERE 71.2 72.3 42.8 43.7 32.4 32.9
N 275 275 275 275 275 275

O LY AREN(HAREELLLA

E IR B R
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( I:E[Rt,t+n]2) 12
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(FES[Rt,t+6]2) 12 VS (FEB[Rt,t+6]2) 12

Percent, annualized
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(FES[Rt,Hn]Z) 12 VS (FEB[Rt,Hn]Z) 12

(FE[Rt,t+1]72)N(1/2) (FE[Rt,t+3]72)N(1/2) (FE[Rt,t+6]72)N(1/2)
TILYAE NS AR = LY AL NS AF = LA NP AR =
F1y 56.7 57.8 -1.0 35.3 35.4 -0.1 27.2 27.0 0.2
-0.8 -0.0 0.1
R R{E 47.1 44.3 28.3 29.5 21.6 21.9
=AKIE 283.0 251.9 202.0 193.4 130.7 126.4
&/IME 0.0 0.1 0.1 0.1 0.1 0.2
RERE 46.1 44.4 29.2 28.3 23.1 22.2
N 275 275 275 275 275 275

O HDEEMDETIE., BILYAIRENIHAREDREIC

2= 750y
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FSIXT vs FBIX]
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FS[X%,t+6] VS FB[X%,H 6]

0
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FS[XT vs FB[XT]

X1(mR-EEER) X2 (EFBN M) X3(AHEHM)
TILHAE NAHAF = TILH AL NLH AR = TILH AL NLH AR =
1y 2.42 2.60  -0.17 *** 2.81 2.84  -0.03 2.77 2.89  -0.11 *
-3.71 -1.28 -3.49
HR{E 2.28 2.41 2.82 2.81 2.79 2.87
m=AI{E 3.83 4.23 3.43 3.59 3.61 3.82
&/ME 1.60 1.80 2.06 2.07 1.79 1.89
FRERE 0.51 0.58 0.21 0.26 0.36 0.41
N 275 275 275 275 275 275
X4 (BUA -9 ) X5 (MNERER - iz i) X6 (ot - EHTIS)
TILHAR NA(H AR = TILHGAF NA(HAK = TILY AL NA(HAF =
15 3.07 3.14  -0.08 *** 2.78 2.90  -0.13 ** 2.82 2.95  -0.12 **
-2.67 -4.33 -5.70
R B 3.10 3.17 2.77 2.89 2.84 2.92
=AIE 3.72 3.89 3.58 3.87 3.47 3.61
&/IME 2.18 2.25 1.99 2.01 2.15 2.22
BERE 0.31 0.36 0.32 0.36 0.25 0.26
N 275 275 275 275 275 275
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FIR; ] =0 +ﬁ1Rt,t-m +182Rt,t-m *DUP)+yZ +¢

Independent Variables  Rtt-1 Rt,t-1*UP Rt,t-3 Rt,t-3*UP Rt,t-6 Rt t-6*UP PC1 PC2 PC3 N R2
Dependent Variables

Coeff. -0.05 *** 0.02 *** -0.35 -4.70 *** 1.92 275 040

t-statistic | -11.43 3.08 -0.37 -3.10 1.13

Coeff. -0.11 *** 0.05 *** -1.39 -4,07 *** 1.96 275 040
FS|Rt,t+6]

t -statistic -9.84 2.38 -1.59 -2.75 1.39

Coeff. -0.14 *** 0.12 ** -0.48 -3.43 *** 2.33 275 035

t -statistic -4.86 2.15 -0.67 -2.95 1.78

Coeff. -0.05 *** 0.01 ** 0.98 -3.73 ** 4,15 ** 275  0.56

t-statistic | -10.24 2.14 1.10 -2.91 2.55

Coeff. -0.09 *** 0.01 0.06 -3.33 *** 3.89 ** 275 051
FBIRt,t+6]

t -statistic -4.94 0.59 0.07 -3.22 2.57

Coeff. -0.10 *** 0.05 0.58 -2.84 *** 4,53 * 275 0.6

t -statistic -3.56 0.92 0.67 -2.86 3.32
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Independent Variables  Fs[Rt,t+1]-Fb[Rt,t+1] (Fs[Rt,t+1]-Fb[Rt,t+1])*UP B/M Rt,t-1 Rt,t-3 Rt,t-6 N R2
Dependent Variable
Coeff. 0.35 0.43 0.79 *** -0.06 275 0.03
t -statistic 0.67 0.74 2.82 -1.65
Coeff. 0.27 0.12 0.80 *** 0.08 275 0.03
Rt,t+1
t -statistic 0.49 0.14 2.94 0.46
Coeff. 0.20 0.61 0.76 *** -0.14 275 0.03
t -statistic 0.37 0.69 2.64 -0.48
Independent Variables  Fs[Rt,t+3]-Fb[Rt,t+3] (Fs[Rt,t+3]-Fb[Rt,t+3])*UP B/M Rt,t-1 Rt,t-3 Rt,t-6 N
Dependent Variable
Coeff. -0.32 2.07 ** 0.65 *** 0.00 275 0.11
t -statistic -0.38 2.56 3.46 0.00
Coeff. -0.25 1.59* 0.66 *** 0.09 275 0.12
Rt,t+3
t -statistic -0.32 1.83 3.46 1.01
Coeff. -0.43 2.57 ** 0.63 *** -0.11 275 0.12
t -statistic -0.51 2.36 3.10 -0.98
Independent Variables  Fs[Rt,t+6]-Fb[Rt,t+6] (Fs[Rt,t+6]-Fb[Rt,t+6])*UP B/M Rt,t-1 Rt,t-3 Rt,t-6 N
Dependent Variable
Coeff. 0.76 191+* 0.69 *** -0.02 275 0.19
t -statistic 0.76 1.82 3.66 -1.26
RLEHG Coeff. 0.69 1.95 0.68 *** -0.02 275 0.19
t -statistic 0.70 1.63 3.63 -0.38
Coeff. 0.52 242 * 0.67 *** -0.07 275 0.19
t -statistic 0.52 1.95 3.05 -1.01
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Gennaioli, Ma and Shleifer(2016) )
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Gennaioli, Ma and Shleifer(2016) @)
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Bordalo, Gennaioli, and Shleifer (2018JF)
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Figure 1. Predictable errors in forecasts of credit spreads. Quarterly time series plot: in
each quarter ¢, the solid line shows errors (actual minus forecast) associated with the contempo-
raneous forecasts of the credit spread, averaged over quarters ¢ + 1 to ¢ + 4 (left scale), and the
dashed line shows the credit spread averaged over quarters ¢ —4 to ¢t — 1, where ¢ — 1 is the lat-
est quarterly credit spread prior to the forecast (right scale). Credit forecasts are the consensus
forecasts computed from Blue Chip Financial Forecasts surveys. (Color figure can be viewed at
wileyonlinelibrary.com)
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Lewellen (2011JFE)

Table 3
Institutional portfolio versus market portfolio, 1980-2007.

The table compares the weight invested by institutions in each group of stocks with its weight in the market portfolio (weights are relative to the total
investment in, or market cap of, stocks included in the five portfolios in each row). The weights are found quarterly, and the table reports their time-
series averages. Stock portfolios are based on NYSE quintile breakpoints for each of the 11 variables listed in the table and described more thoroughly in
the text. Market values come from CRSP, accounting data come from Compustat (supplemented with Davis, Fama, and French's, 2000, equity data), and
institutional holdings come from Thomson Financial.

Characteristic Weight Stock quintile
Low 2 3 4 High
Size [nstitutions 0.01 0.03 0.06 0.14 0.77
(market cap) Market 0.03 0.04 0.07 0.13 0.73
Difference —0.02 —0.01 —0.01 0.00 0.04
B/M [nstitutions 0.43 023 0.16 0.12 0.06
(book-to-market equity) Market 0.41 0.22 0.17 0.13 0.07
Difference 0.02 0.00 —0.01 —0.01 —0.01
Momentum [nstitutions 0.11 0.18 0.21 0.25 026
(returns for months —12 to —-2) Market 0.12 0.19 0.21 0.24 0.25
Difference —0.01 0.00 0.00 0.00 0.01
Reversal [nstitutions 0.11 017 0.20 0.24 028
(returns for months —36to —13) Market 0.11 017 0.20 0.24 027
Difference —0.01 0.00 0.00 0.00 0.00
Volatility Institutions 0.21 0.31 0.23 0.15 0.10
(daily, past 12 months) Market 0.23 030 0.22 0.14 0.11
Difference —-0.02 0.02 0.01 0.00 —0.02
Beta Institutions 0.14 0.24 0.22 0.21 0.19
(past 24- to 60-month estimate) Market 0.16 0.24 0.21 0.20 0.19

Difference —0.02 0.00 0.01 0.01 0.01
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Greenwood and Shleifer (2014RFS)
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Figure 6

The role of past stock market returns in explaining survey expectations

The dashed line denotes the twelve-month rolling nominal return on the CRSP VW stock index. The solid line
marked with circles denotes expectations from the Gallup survey (% optimistic — %o pessimistic).



Cohen and Frazzini (2008JF)

Figure 1: Coastcast Corporation and Callaway Golf Corporation

This figure plots the stock prices of Coastcast Corporation (ticker = PAR) and Callaway Golf Corporation (ticker =
ELY) between May and August 2001. Prices are normalized (05/01/2001 = 1).
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