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Abstract

The momentum strategy is based on buying winning stocks and selling losing stocks. In this
strategy, the main belief is that if a company has a positive return, the positive return will
continue in the short term. The existence of momentum means the ability to predict returns
in different time horizons, which contradicts the efficient market hypothesis. Since the
momentum strategy is completely based on the past information of the company's stock
returns, the use of this strategy can be considered as a special type of mass behavior. Hence,
when investors follow a momentum strategy, return fluctuations become more intense. The
aim of the current research is to investigate the prediction of abnormality risk by momentum
age in Tehran Stock Exchange. This research was carried out during the years 2012 to 2022.
The information related to this research has been collected in two forms, panel and time
series. The results of the first and second hypothesis showed that with the increase in the age
of momentum, the formation of the momentum gap increases and the increase in the age of
momentum can predict negative returns in the long term. The third hypothesis of the research
showed that the momentum is intensified by the activity of arbitrageurs and excessive
arbitrage causes inversion and changes the direction of the market.
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