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Abstract

In late eighties, scholars found anomalies that didn't support CAPM and Efficient
Market Hypothesis, including anomalies related to time, character of firms and
investment strategies. This paper aims to the anomalies of investment strategies and
the reasons of making profits from overreaction and momentum operating strategies.
We use the approach of Daniel and Titman(2006), decomposing B/M ratio, to
calculate the figures of intangible information return. Moreover, we discuss how
intangible information return affects the profits. Empirical results show that
overreaction operating strategies apply to investment portfolios of high intangible
information return. However, momentum operating strategies are suitable for
investment portfolios of low intangible information return. Additionally, we also
investigate whether market structure and corporation magnitude will change the
effects of intangible information return on profits of operating strategies We found
out that the same results appear whenever the market trend goes up or down. We also
discovered that the size of the firm will change the effects of intangible information
return on profits of operating strategies. Due to low transparency and few analytic
reports on the portfolios of smal firms, it turns out to be momentum reaction
obvioudly. Nevertheless, if we used medium-size investment portfolios to test the
reasors for profits d operating strategies, we found that operating strategies of
overreaction still apply to investment portfolio of high intangible information return,
and operating strategies of momentum are suitable for investment portfolio of high
intangible information return. Hence, the main contribution of this paper is that

intangible information return will affect profits of operating strategies.
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