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Long-lasting miracles? - Analyzing trading strategies with statistical methods
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The efficient market theory – a controversial question – can be analyzed from various approaches.In this study the so called „magic formulas” are used to understand this topic deeper.
The authors hypothesized that (1) the financial markets are not efficient therefore (2) extra profit can be realized by following superior trading strategies.
In order to test these hypotheses two famous trading methods were chosen, namely Benjamin Graham’s PE based strategy and Joel Greenblatt’s magic formula. The results were analysed using statistical methodologies such as descriptive statistics, statistical tests or quintiles. Statistical tests were used to compare the performance of the market portfolio and the above mentioned methods.
The results of the analysed strategies can be understood deeper by the statistical analysis of financial data and we could also decide whether the hypotheses are correct.



