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Abstract
I test the performance of several simple one and two-factor mechanical GARP and value investment strategies against a
value-weighted market portfolio for the period 1998-2006, focusing on the suitability of the strategies for individual
investors. All of the GARP and value strategies produce substantially higher average returns than the market portfolio over
the 97 rolling one-year holding periods included in the study. The strategies have a higher standard deviation of returns
across the 97 start months, but are less likely than the market portfolio to experience negative returns over any three or
�ve-year time period. Overall, the best performing strategies are EBIT to enterprise value and return on capital, EBIT to
enterprise value alone, and earnings yield (the inverse of the P/E ratio). Adding a pro�tability factor to form a GARP
strategy from a simple one-factor value strategy does not appear boost performance, though it does reduce risk in the EBIT
to enterprise value and return on capital strategy. My results indicate that individual investors who are able to tolerate
occasional underperformance should consider using a GARP or value strategy in at least a portion of the portion of their
portfolio that is allocated to U.S. equities.    

Downloads

Abstract  649 | PDF Downloads  930 
   PDF (https://clutejournals.com/index.php/JBER/article/view/2287/2335)

Published
May 1, 2009

DOI https://doi.org/10.19030/jber.v7i5.2287 (https://doi.org/10.19030/jber.v7i5.2287)

https://clutejournals.com/index.php/JBER/index
https://clutejournals.com/index.php/JBER/issue/archive
https://clutejournals.com/index.php/JBER/issue/view/247
https://clutejournals.com/index.php/JBER/article/view/2287/2335
https://doi.org/10.19030/jber.v7i5.2287


Most read articles by the same author(s)
Patrick J. Larkin, To Iterate Or Not To Iterate? Using The WACC In Equity Valuation
(https://clutejournals.com/index.php/JBER/article/view/6497), Journal of Business & Economics Research (JBER):
Vol. 9 No. 11 (2011) (https://clutejournals.com/index.php/JBER/issue/view/712)

How to Cite

Larkin, P. J. (2009). Can Individual Investors Capture The Value Premium?. Journal of Business & Economics Research
(JBER), 7(5). https://doi.org/10.19030/jber.v7i5.2287

Issue
Vol. 7 No. 5 (2009) (https://clutejournals.com/index.php/JBER/issue/view/247)

Section

Articles

More Citation Formats 

Make a Submission (https://clutejournals.com/index.php/JBER/about/submissions)

 

 

Current Issue 

»  (https://clutejournals.com/index.php/JBER/gateway/plugin/WebFeedGatewayPlugin/atom)

»  (https://clutejournals.com/index.php/JBER/gateway/plugin/WebFeedGatewayPlugin/rss2)

»  (https://clutejournals.com/index.php/JBER/gateway/plugin/WebFeedGatewayPlugin/rss)

https://clutejournals.com/index.php/JBER/article/view/6497
https://clutejournals.com/index.php/JBER/issue/view/712
https://clutejournals.com/index.php/JBER/issue/view/247
https://clutejournals.com/index.php/JBER/about/submissions
https://clutejournals.com/index.php/JBER/gateway/plugin/WebFeedGatewayPlugin/atom
https://clutejournals.com/index.php/JBER/gateway/plugin/WebFeedGatewayPlugin/rss2
https://clutejournals.com/index.php/JBER/gateway/plugin/WebFeedGatewayPlugin/rss


Copyright © 2021 Clute Institute

Published since 2003 
ISSN 1542-4448 (print), ISSN 2157-8893 (online) 
The Journal of Business & Economics Research (JBER) welcomes articles in all areas of business and economics.

About the Journal (http://clutejournals.com/index.php/JBER/about)

Editorial Team (http://clutejournals.com/index.php/JBER/about/editorialTeam)

Submissions (https://www.cluteinstitute.com/submissions/)

Contact (https://clutejournals.com/index.php/AJBE/about/contact)

Become a Reviewer (https://www.cluteinstitute.com/journal-reviewer-application/)

IMPORTANT LINKS

Email: Journals@CluteInstitute.com (mailto:Journals@CluteInstitute.com)

Phone: +1 303-904-4750

Website: www.CluteJournals.com (http://clutejournals.com)

Address: 8119 Shaffer Parkway A102, Littleton, CO 80127 United States

CONTACT

http://clutejournals.com/index.php/JBER/about
http://clutejournals.com/index.php/JBER/about/editorialTeam
https://www.cluteinstitute.com/submissions/
https://clutejournals.com/index.php/AJBE/about/contact
https://www.cluteinstitute.com/journal-reviewer-application/
mailto:Journals@CluteInstitute.com
http://clutejournals.com/

