
The Journal of Finance / Volume 75, Issue 5 /  pp. 2503-2553

ARTICLE

False (and Missed) Discoveries in Financial Economics

First published: 19 May 2020
https://doi.org/10.1111/jo�.12951
Citations: 71

ABSTRACT

Supporting Information 

Please note: The publisher is not responsible for the content or functionality of any supporting information
supplied by the authors. Any queries (other than missing content) should be directed to the corresponding
author for the article.

REFERENCES 

Andrikogiannopoulou, Angie, and Filippos Papakonstantinou, 2016, Estimating mutual fund skill: A new
approch, Working paper, Swiss Finance Institute.

Google Scholar

Andrikogiannopoulou, Angie, and Filippos Papakonstantinou, 2019, Reassessing false discoveries in mutual
fund performance: Skill, luck, or lack of power? Journal of Finance 74, 2667–2688.

Web of Science® Google Scholar

CAMPBELL R. HARVEY, YAN LIU

Multiple testing plagues many important questions in �nance such as fund and factor selection. We
propose a new way to calibrate both Type I and Type II errors. Next, using a double-bootstrap
method, we establish a t-statistic hurdle that is associated with a speci�c false discovery rate (e.g.,
5%). We also establish a hurdle that is associated with a certain acceptable ratio of misses to false
discoveries (Type II error scaled by Type I error), which e�ectively allows for di�erential costs of the
two types of mistakes. Evaluating current methods, we �nd that they lack power to detect
outperforming managers.
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