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This Internet Appendix provides additional results.



Figure IA1l. Parameter b

Panel A plots the constructed b series. The parameter b is estimated recursively by way of
nonlinear least squares from the equation
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where the extrapolative expectation (Ezp) is the principal component of two surveys, the
Investor Intelligence Survey (II) and the Survey of Individual Investors from the American
Association (AA). The stock market return is the quarterly aggregate value-weighted stock
market from CRSP. The sample period is from 1992:07 to 2018:06. The shaded bars indicate
NBER recessions. Panel B reports the summary statistics of the parameter b.
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Table IA2. Controlling for prospect theory effect

The table reports estimates of b in the regression R} = a +bDOX;_; + ¢;, where R is the excess return (in
percentages) on the portfolio that controls for the prospect theory value (T'K'). The value TK is constructed
following the approach of Barberis, Mukherjee, and Wang (2016). We use a dependent sort to construct the
anomaly portfolios. We first sort stocks into terciles of the firm-level TK value. Within each TK tercile,
we further sort firms into deciles of firm characteristics and form long-short portfolios. We finally create
long-short anomaly portfolios as the average return on the three individual portfolios. Also reported are
returns on a strategy that equally combines the strategies available within a given month, Comb. Panel B
reports the CAPM-adjusted results. DOX is standardized to have a standard deviation of one. The sample
period is from 1992:08 to 2018:07. All ¢-statistics are based on the heteroskedasticity-consistent standard
errors of White (1980).

Panel A: Excess return

Long leg Short leg Long-Short

Anomaly b  t-Statistic b t-Statistic b t-Statistic
BM 017 (0.54) -0.36 (-1.15) 054 (210

AM 010 (0.31)  -042 (-1.30) 052 (1.89
REV 025 (0.55) -0.66 (-1.44) 092 (2.53
EP  -005 (-015) -0.35 (-1.10) 0.30 (1.22
EFP 008 (0.27) -0.40 (-1.09) 048 (1.82

)
(-1.30) (1.89)
(-1.44) (2.53)
(-1.10) (1.22)

( (-1.09) (1.82)

CP  -0.00 (-0.00) -0.36 (-0.92) 036 (1.21)
DP 007 (0.30) -0.03 (-0.11)  0.10 (0.38)
OP  -0.06 ( 032 (-088) 025  (0.97)
(-0.68) 018  (0.79)

(-1.16)  0.21  (0.98)

(-1.78)  0.69  (2.03)

(-1.14) 030  (1.36)

(-1.16) 040  (2.29)

)

NOP -0.06 (-0.22) -0.23
SG  -022 (-0.74)  -0.43

LTG -0.06 (-0.25)  -0.75

DUR -0.09 (-0.27) -0.39

COMB 0.01 (0.05)  -0.39

Panel B: CAPM adjusted

Long leg Short leg Long-Short

Anomaly b  t-Statistic b t-Statistic b t-Statistic

BM 066 (3.32) 014 (0.95) 052 (2.10)
AM 060 (278)  0.09 (0.62) 051  (1.86)
REV 095 (275)  -0.00 (-0.01) 096 (2.54)
EP 043 (220) 018 (1.23) 025 (1.03)
EFP 056 (2.75)  0.19 (1.21)  0.36 (1.47)
CP 048 (219) 025 (1.33) 023 (0.80)
DP 038 (207) 046 (2.21)  -0.08 (-0.31)
OP 037 (2200 023 (1.04)  0.13 (0.51)
NOP 036 (221) 032 (1.93) 004 (0.19)
SG 030 (1.95) 0.4 (0.83) 015 (0.73)
LTG 027 (1.58) -0.10 (-0.57)  0.38  (1.41)
DUR 041 (2.14) 017 (1.23) 024 (1.10)
COMB 048 (3.37) 017 (1.35) 031  (1.93)
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Table TA4. Longer DOX and anomalies

The table reports estimates of b in the regression R; = a + bDOX;_1 + ¢;, where R; is the excess
return (in percentages) in month ¢ on the long leg, the short leg, or the difference. Also reported are
returns on a strategy that equally combines the strategies available within a given month, Comb.
Panel B reports CAPM-adjusted results. DOX is standardized to have a standard deviation of
one. This DOX uses the DOX extracted from the Investor Intelligence Survey during the period
1969:06-1992:06. The subsequent DOX series are estimated based on the principal component time
series of two surveys as before. The sample period is from 1974:08 to 2018:07. All ¢-statistics are

based on the heteroskedasticity-consistent standard errors of White (1980).

Panel A: Excess return

Long leg Short leg Long-Short

Anomaly b  t-Statistic b t-Statistic b t-Statistic
BM 004 (0.17) -045 (-1.87) 049 (2.45)
AM 0.03  (0.11) -0.46  (-1.91) 0.49  (2.46)
REV ~ 0.08 (0.30) -0.55  (-1.95) 0.64 (3.13)
EP -0.09  (-0.41) -0.38  (-1.37) 0.29 (1.42)
EFP  -006 (-0.30) -0.46 (-1.63) 040 (2.02)
CP -0.05 (-0.22) -0.26  (-0.82) 0.21  (0.90)
DP 010 (0.63) -041 (-1.54) 050 (2.13)
OP 004 (0.20) -0.37 (-1.21) 041 (1.80)
NOP  0.01  (0.06) -0.21  (-0.81) 0.22  (1.28)
SG -0.21  (-0.91) -0.56  (-1.95) 0.35  (1.93)
LTG -0.02 (-0.08) -0.64  (-1.68) 0.63  (1.85)
DUR -0.17 (-0.72) -0.39 (-1.39) 022 (1.19)
Comb -0.03 (-0.15) -0.42  (-1.57) 0.39 (2.54)

Panel B: CAPM adjusted

Long leg Short leg Long-Short

Anomaly b  t-Statistic b t-Statistic b  t-Statistic
BM 0.36  (2.57) -0.12  (-1.41) 0.49  (2.47)
AM 037 (251)  -0.13 (-1.55) 050 (2.52)
REV 047  (3.03) -0.18  (-1.68) 0.65 (3.21)
EP 020 (1.65) -0.01 (-0.13) 022 (1.12)
EFP 023 (2.17) -0.08 (-0.74) 0.31  (1.74)
CP 025 (1.77) 015 (1.10)  0.10 (0.48)
DP 026 (204) -0.04 (-041) 030 (1.62)
OP 028 (2.61) 002 (0.13) 026 (1.32)
NOP 026 (242) 015 (1.41) 012 (0.78)
SG 0.11  (0.92) -0.18  (-1.66) 0.29  (1.67)
LTG 017 (1.19) -0.17  (-1.07) 0.34  (1.36)
DUR 0.15 (1.18) -0.02  (-0.14) 0.16  (0.92)
Comb  0.26  (3.13) -0.05  (-0.61) 0.31  (2.32)




