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Abstract

The purpose of this paper is to explore the effects of turnover rate, market
sophistication, and volatility on the degree of mean reversion. We analyze these
effects for 27 equity markeis including some major industrialized countries and
emerging markets. Our results show that, firstly, the markets with lower turnover
rates tend to have higher degree of mean reversion. Secondly, although some of the
equity markets are positively autocorrelated in the short-term and negatively
autocorrelated in the long-term, most of the matured and sophisticated markets are
negatively autocorrelated both in the short-term and long-term. Thirdly, the
empirical results using standard- deviation as the proxy of return volatility are
significantly different from those using coefficient of variation as the proxy of return
volatility. Finally, these two findings, including and excluding the period of Asian

financial crisis, are similar.

Keywords: turnover rate, market sophistication, volatility, mean reversion.
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(82/04~07/04)
i 0.037 | 0.214 | 0.061 | 0.260 | 0,059 | 0,239 1 0.057 | 0.220 | 0.184 | 0.404 | 0.040 | 0.412 [ 0.151 [ 0.345
(67/02~97/04)
= 0.035 | 0.563 | 0.059 | 0.623 | 0.057 | 0.560 | 0.055 | 0.571 | 0.176 | 0.924 | 0.038 | 0.819 | 0,145 | 0.733
(86/01~97/04)
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AT 1987 £F 10 B RARBEIEE R v & HT9REiER R 2ROk -
EEFTHRERSAWAEEEREE 10 £ L  mEEHIRRERAER
TEEWERERDWTIYBIRRTS | 10 1987 £ 10 B 19 H2IRETHAL
1 B—EHRREISE - ERRERETEHERK - ERERERTIIRERT
Ry E S LERABIR A R - TTRERE R 1987 &£ 10 B 19 B2IREW
KERER - ERERE BT IR R R RO EE 30% LI BRIEER
25 EREEEEREMSRETHIN - THTFEESTTRESERS Tt IRE
i EIEEIRAA - Fit  AAEHERR 1987 £ 10 F W A TREEH— ¥
AR EE RN EEEER -

56 SREE 1987 & 10 PRI 27 EIREEE

RYE R B
% 1®H 6HH | 24{EH | 36/HA | 48 {HE | 60MH | T2{EH | safi)d | 96 R
FATAREE 04126 | 0.6187 1.3365 18312 | 17194 | 17755 | 1.4 0.8025 | 0.2955
(89/01-98/04)
[ 03626 | 0.6651 1.1788 | 14014 | 16233 | 07825 | 07122 | 04433 | 02460
(89/01~98/04) :
Fillr - 09124 | 1.0637 | 05282 | 06044 | 05784 | 07146 | 03952 | 02789 | 0.1801
(89/01-98/06)
| 0.6533 | 0.8180 | 1.1822 | 10312 | 10102 | 0089 | 09512 | 05027 | 03015
(85/01-98/04) )
HHRELEE 0.6201 09654 | 0.5859 | 0.5764 | 03322 | 0.1472 | ©.1004 | 00766 | 0.0805
(89/01~98/04)
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(89/01-98/04)

7 1 {85 6F | 2483 | 36/WAH | 42{4F | cO{8H | 2{HA | &4 @H | 96 {HA
S 1.0814 | 1.0440 | 08007 | 0.6566 | 03399 | 00312 | 06327 | 0.0278 | 00055
(89/05~98/04}
= 11288 | 1.062s | 08045 | 0.4931 | 02848 | 03162 | 03051 | 0.1894 | 01620
(89/01-98/04}

Bl 1.8460 | 14622 | 07025 | 0.5666 | 0.5028 | 02235 | 0.1286 | 0.0817 | 0.1106
(89/01~58/06)
B 1.0621 | 09518 | 133290 | 15805 | 1042 | 15023 | 09282 | 03846 | 0.1876
(89/01~98/04)
IR 05783 | 12354 | 08428 | 04873 | 03604 | 03060 | 01419 | 0.0397 | 00356
(90/01~98/04}
A 11276 { 1.0128 | 06204 | 05972 | 0.5641 | 04887 | 04250 | 02213 | 01293
(89/01~98/06}
wE 21416 | 14360 | 05826 | osol6 | 04281 | 03217 | 0.2020 | 01289 | 00564
(89/01-58/04)
gt 09216 | 0.8512 | 13068 | 12812 | 07648 | 03815 | 03216 | 04949 | 06287
(89/01~58/04)
B HepgEE 11426 | 12014 | 05877 | 04682 | 04092 | 02582 | 02360 | 02812 | 0.3047
(89/01~58/04)
HaEE 05568 | 09062 | 0.8922 | 0.8043 | 08132 | 09135 | 07764 | 05021 | 0.426d
(89/01-98/04)
22 B FI|ES 04802 | 1.0602 | 1.1042 .| 0.7688 | 05871 | 04072 | 04861 | 05058 | 02846
(89/01~98/04)
B 3hma 0.8875 | 1.0213 | 08655 | 08097 | 04679 | 05045 | 03298 | 02174 | 00383
(39/01-98/04)
JEEH 09612 | tas1s | 06076 | 05445 | 04307 | 03368 | 02926 | 03762 | 0.4de2l
(89/01-38/04)
% o 07288 | 0.8084 | 0.7648 | 04765 | 04554 | 03273 | 01698 | 01499 | 02275
(89/01~58/04)
P 12005 | 09768 | 05212 | 03823 | 03015 | 02214 | na4s2 | 03853 [ 02124
(89/01-~98/06)
-t 0.6036 | 09212 | 07535 | 05744 | 04533 | 0&l6 | 0308 | 02421 | o090
(89/01-~8/04)
e 07425 | 0.8980 | 1205 | 1.0437 | 00463 | 09031 | 0.8374 | 0.7615 | 0.5908
{89/01-58/06)
] 08051 | 08440 | 11275 | 1.0066 | 09028 | 06187 | 0.5%94 | 07653 | 0.6675
(R9/01-98/04)
P 11978 | 11065 | c.6938 | 04303 | 01236 | 0876 | 02020 | 02138 | 0.0297
{89/03--98/06)
26 12085 | 09446 | ©.8012 | 05527 | 03823 | 02627 | 02179 | cosed | 01527
(R9/01~08/06)
ERE 06425 | 09052 | 11026 | 07605 | 03043 | 02825 | 02693 | 01894 | 0.1176
{89/01~98/04)
@ 03954 | 07533 | 06089 | 03175 | 04044 | 02648 | 0.0809 | 0.0946 | 0.0305
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WK VA | 6MAH | 2418H | 36{ME | 48IF | sofH | 726K { 84 fH | 96 )M
(B354 0.3438 0.7251 1.6069 1.8277 12,0342 1.6848 1.2782 0.7689 0.3245
(86/01--98/04)
Biny 0.3838 0.6421 1,3046 1.3796 0.9522 0.9021 0.7277 0.5046 0.2653
(86/01~98/04)
ek 1.1033 1.2245 0.6029 0.6788 0.6529 0.8017 0.5852 0.5214 0.3893
(82/04~-98/06)
BH 0.6825 0.7866 1.1320 1.6982 1.0242 1.8365 0.9208 0.4104 0.2823
(86/01-98/04)
EH@tEEE 0.6259 0.5914 0.6065 0.6043 0.3429 0.1752 0.1025 0.0740 - | 0.0980
{86/01-98/04)
] 1.0827 1.0536 0.8125 0.6497 0.3275 0.0310 0.0382 0.0271 wae
(89/05~58/04)
el 1.1348 1.0527 0.7670¢ 04542 0.3083 0.389¢ 03216 02159 0.1922
(86/02~68/04)
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W L 6QHF | 244EA | 36{6A | 4818H | sofmA | 72{HH | 84 M43 | 96 WA
FHilb 19652 | 14533 | 0.7865 | 07042 | 0.5896 | 3044 | 02218 0.1445 | 0.2430
(82/04~98/06)

ElgE 1.0627 | 0.9825 1.5080 | 1.58%2 1.6713 14072 | 09370 | 03956 } 0.1127
(86/01~98/04)

I 1.0015 12543 | 08434 | 046 | 03874 | 03324 | 0.1518 | 00307 +ae
(90/01~98/04)

FlA 1.2573 11965 | 07250 | 06874 | 06693 | 06027 | 05345 | 03620 | 02875
(82/04~98/06)

#1, 2.0965 1.3408 0.5652 04753 0.4140 0.3271 0.1716 01520 | 0.0367
(86/01~98/04)

Pt 0.9697 | 08862 1.3852 1.3043 | 07754 04048 | 03394 | 05825 | D.6962
(86/01~98/04)

S AT 1.1425 1.1811 0.6134 | ©.5291 04062 | 02273 | 02045 | 02576 | 03432
(B6/01~98/04)

Ly 06022 | 08375 | 08642 | 07653 | 0.7869 | 0.8730 | 0.7746 | 0.5862 | 0.5024
(R6/01~98/04)

Fe R H(EE 0.4085 | 09975 10102 | 07230 | 05473 | 03537 | 04249 | 04877 | 03360
(86/01~98/04)

ELEENFER 09223 | +.0247 | ©.9041 07582 | 06528 | 0.5416 | 03462 | 02762 | 0.021
(B6/01~98/04)

TR 09632 | 1.1524 | 06028 | 05582 | 05634 | 03745 | 03823 | 03564 | 0.4752
(R6/01~98/04)

ikl 0.7677 | 07842 | 0.6892 | 04562 | 0.4823 | 03526 { 02027 | 0.1870 | 0.2613
(86/01~98/04)

i 14027 | 11254 | 0.8021 04863 | 04035 | 03214 | 02387 | 02863 | 03016
(82/04~98/08)

b 08185 | 09693 | 0.8147 | 0.6525 | 0.5040 | 0.6882 | 0.476) 0.2853 | 0.1619
(86/01~98/04)

Ll ' 0.7872 | 0.5206 1.1020 1.0657 | 09682 | 0.8340 | 08210 | 07670 { 0.6583
(67/02~98/06)

E-3r] 0.7653 | 0.8197 1.1524 1.0432 | 0.8749 | 0.6323 | 0.6571 0.7450 | 0.7014
(86/01~98/04) .

R 1.3024 | 11876 | 08147 | 05252 | 03024 | 03845 | 0.3%61 0.4047 14h
(89/05~98/06)

g7 14758 | 12529 | 08094 | 0.6675 | 06193 | 0.5872 | 0480 | 03712 | D.3039
(82/04~98/06)

FARHL 0.5857 | 0.8243 1.0625 { 0.8045 | 0.4343 | 02578 | 0.3025 | 0.202% | 0.1004
(B5/02-98/04)

T 04016 | 07615 | 06653 | 02974 | 03507 | 02209 | 0.0633 | 01189 [ 0.0276
(86/01~98/04)
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