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ABSTRACT

Based on momentum life cycle hypothesis, this paper examines the
relationship between firm’ s stock returns and both book-to-market and operating
efficiency in Taiwan Electronic Industry. We measure operating efficiency by
using nonparametric approach-Malmquist index. Our results indicate that even after
taking into the account of the effect of beta risk, book-to-market and size, a
portfolio strategy developed from momentum life cycle hypothesis generated
strong abnormal returns. This suggests that stock prices do not instantaneously and
fully reflect the information disclosed in financial statements.
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