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Abstract

The thesis examines the relation between price momentum and earnings momentum on the con-
stituent stocks of the S&P 500 index. The former strategy is further modified to include risk-managed
versions. The latter is represented by the standardized unexpected earnings based on two different
databases. When both earnings momentum returns series are interpreted as risk factor mimicking
portfolios, they together successfully explain the standard price momentum strategy returns, but they
fail with the risk-managed versions. By allowing for two states of the economy which are expected
to be captured by the two earnings momentum portfolio returns and using a hidden Markov model
to reveal these states, the risk-managed versions of the strategy are explained only for one state.
The earnings momentum can provide an explanation for the standard price momentum strategy, but

only a partial one for the risk managed versions.



