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Mining a seasonal anomaly based on all periods enumeration
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The stock market performs better in the first half of the year than the latter. This fact is well known to investors,
but remains intact for decades. The reason is because the seasonal anomaly over a long period (6 months) is difficult
to arbitrage away. We present a model to exploit seasonal anomaly to enhance returns. Our model, period mining
model, selects stocks that have a high probability to outperform the market based on their past seasonal history.
We demonstrate the period mining model generates superior returns after controlling for market, size and the

book-to-market ratio.
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k | one opt one opt one opt
3 | 150 | 112 | 0.122 | 0.116 0.151 | 0.104
4 | 130 96 | 0.114 | 0.130 | 0.0158* | 0.170
5 | 120 84 | 0.111 | 0.144 0.3716 | 0.175
6 | 113 75 | 0.108 | 0.129 0.0509 | 0.340
0 2: Three Factor Model 0 0 000
one(b=4) opt(b=4)
Coeff. | p-value Coeff. | p-value
« 0.000182 | 0.0158* 0.000129 | 0.170
B 0.974 | 0.0000*** 0.911 | 0.000%**
s 0.115 | 0.0000*** 0.140 | 0.000%**
h 0.0955 | 0.0000*** 0.185 | 0.000%***
00 R? 0.919 0.8497
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