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Rush Assignment
1. What are the five anomalies (from the efficient markets chapter, semi-strong section) that we discussed in the synchronous class session?  Which three of the five help to explain the synchronous session discussion(s) of the best performing style-capitalization equity returns over longer periods of time?
The five anomalies are: small firms tend to outperform, January effect, low book value, neglected stocks, and reversals. 
The three of the five that help to explain the synchronous session of the best performing style capitalization equity returns over longer periods of time are small firms tend to outperform, low book value, and reversals. As anomalies go, the small-firm effect makes sense. A company's economic growth is ultimately the driving force behind its stock performance, and smaller companies have much longer runways for growth than larger companies. Stocks with below-average price-to-book ratios tend to outperform the market. Besides, stocks at either end of the performance spectrum, over periods of time tend to reverse course in the following period.
2. Explain how asset bubbles may (or may not) support the efficient market hypothesis.

The asset bubbles cannot support the efficient market hypothesis because the hypothesis argues that the economic bubbles do not really exist. The hypothesis's reliance on assumptions about information and pricing is fundamentally at odds with the mispricing that drives economic bubbles. Efficient market hypothesis is a theory that holds the belief that stock prices are accurately priced and reflect all of the available information in the market.
3. Explain how the positive earnings announcement price drift (or Surprise Unexpected Earning (SUE)) works.  How would you use SUE in this Fall 2020 earning reporting season if you were a hedge fund manager?
Earnings surprises can have a huge impact on a company's stock price. Several studies suggest that positive earnings surprises not only lead to an immediate hike in a stock's price, but also to a gradual increase over time. A negative earnings surprise will usually result in a decline in share price.
4. Explain how you would use the Security Market Line (SML) to discern the breadth of a portfolio’s individual stock winners vs. losers.
The security market line (SML) can be used to evaluate risk-return relationship for securities. It is based on the assumption that investors need to be compensated for both the time value of money (TVM) and the corresponding level of risk associated with any investment, referred to as the risk premium. Any security plotted above the SML is interpreted as undervalued. A security below the line is overvalued. This signifies that the securities plotted above the SML is undervalued has the opportunity to be the stock winners however the securities plotted below the SML are overvalued and may change into stock losers.
5. Explain how the link between price (P) and intrinsic value (V) are viewed by proponents of the Efficient Market Hypothesis and by those who are not proponents.
Efficient Market Hypothesis propagates that share trade at fair value in the exchanges. The link between Price and Intrinsic value is viewed as if the Price is reasonable or equal to the Intrinsic value of the share. EMH proponents posit that investors benefit from investing in a low-cost, passive portfolio and therefore it is always profitable to invest in share which have pricing in line with its intrinsic value. However, opponents of EMH believe that it is possible to beat the market and that stocks can deviate from their fair market values, and that the link between Price and intrinsic value does not really work in practical world and can be easily beaten.
6. What are the two questions (discussed in the synchronous class sessions) that a fixed income portfolio managing an active portfolio?
What are the factors affecting the risk and return of portfolio? 
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