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Abstract

We perform the most comprehensive test of long-term reversal in national equity indices ever
done. Having examined data from 71 countries for the years 1830 through 2019, we
demonstrate a strong reversal pattern: the past long-term return negatively predicts future
performance. The phenomenon is not subsumed by other established cross-sectional return
patterns, including the value effect. The long-term reversal is robust to many considerations
but highly unstable through time. Finally, our findings support the overreaction explanation of
this anomaly.

Keywords: Long-Term Reversal, Long-Run Reversal, Country Equity Indices, Early Security
Data, Equity Anomalies, Asset Pricing, Return Predictability

JEL codes: G11, G12, G15, N20.

* Corresponding author.

" Adam Zaremba, 1) University of Dubai, Dubai Business School, Academic City, P.O. Box: 14143,
Dubai, UAE, azaremba@ud.ac.ae; 2) Department of Investment and Capital Markets, Institute of
Finance, Poznan University of Economics and Business, al. Niepodlegtosci 10, 61-875 Poznan, Poland,
adam.zaremba@ue.poznan.pl.

* Renatas Kizys, Department of Banking and Finance, Southampton Business School, University of
Southampton, Highfield Campus, Southampton SO17 1BJ, United Kingdom, R.Kizys@soton.ac.uk.

§ Muhammad Wajid Raza, Department of Management Science, Shaheed Benazir Bhutto University
Sheringal, Sheringal, District Dir(Upper), Khyber Pakhtunkhwa, Pakistan, wajidrazauom@sbbu.edu.pk



