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Equity Returns by Bond Momentum Regime

This exemplifies our main 
findings:

Momentum in bond market 
returns predicts future equity
market returns

Similarly, momentum in equity
market returns predicts future
bond market returns



Our Paper in a Nutshell

Past bond returns positively predict future equity returns, while
past equity returns negatively predict future bond returns

Cross-asset time series momentum portfolios outperform
traditional time series momentum portfolios

Past twelve-month bond and equity returns predict future changes
in bond and equity demand, thus helping explain the returns to time
series momentum strategies

Past twelve-month bond and equity returns contain information
about future changes in economic conditions, thus linking time
series momentum to real economic activity
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Data

International data
• MSCI country-level equity total return indices
• Datastream Benchmark Government Bond total return indices
• JPMorgan 1-Month Cash total return indices
Ø Monthly data on 20 developed countries from 1980 to 2016

US data
• CRSP: value-weighted index returns, bond and equity mutual fund flows
• Datastream: US five-year government bond total return index returns
• SDC: stock repurchases and SEOs
• CFTC: speculator net length and open interest
• FRASER and NYSE: margin debt
• FRED: five-year Treasury yields, Fed Funds rates, unemployment rates, industrial

production, inflation



Time Series Momentum (TSMOM) and Cross-Asset Time 
Series Momentum (XTSMOM)

Economic Drivers of TSMOM

Economic Drivers of XTSMOM

Relation to Economic Conditions

Conclusion



Single-Asset Time Series Predictability
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Cross-Asset Time Series Predictability
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Returns byMomentumRegime



Diversified Portfolio Performance



Sharpe Ratios by Country



Lookback and Holding Period Analysis
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Benchmark Regressions
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Equity Returns and Equity Fund Flows



Bond Returns and Bond Fund Flows



Flows Chase Returns and Prolong Trends

Positive Momentum:

Positive returns
lead to inflows to 
risky assets, which
supports further
positive returns

Negative Momentum:

Negative returns lead
to outflows from risky
assets, which supports
further negative returns



Other Proxies for Equity Demand
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Why Equity Momentum Works 
Margin debt level vs. stock market

Share repurchases vs. stock market
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Three XTSMOM Channels

The Credit Channel
• Bond returns positively affect equity returns through the increased use of margin debt
• Motivated by Constantinides, Donaldson, and Mehra (2002)
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Three XTSMOM Channels

The Credit Channel
• Bond returns positively affect equity returns through the increased use of margin debt
• Motivated by Constantinides, Donaldson, and Mehra (2002)

The Fund Flow Channel
• Bond returns positively affect equity returns through increased equity fund flows
• Equity returns negatively affect bond returns through decreased bond fund flows



The Fund FlowChannel



The Fund FlowChannel



Three XTSMOM Channels

The Credit Channel
• Bond returns positively affect equity returns through the increased use of margin debt
• Motivated by Constantinides, Donaldson, and Mehra (2002)

The Fund Flow Channel
• Bond returns positively affect equity returns through increased equity fund flows
• Equity returns negatively affect bond returns through decreased bond fund flows

The Monetary Policy Channel
• Equity returns negatively affect bond returns through increases in the Fed Funds Rate



TheMonetary Policy Channel
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Relation to Economic Conditions
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Yields down

Relation to Economic Conditions
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Unemployment and XTS-momentum
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Conclusion

• Past bond returns positively predict future equity returns, while
past equity returns negatively predict future bond returns

• Cross-asset time series momentum portfolios outperform
traditional time series momentum portfolios

• Past twelve-month bond and equity returns predict future
changes in bond and equity demand, thus helping explain the
returns to time series momentum strategies

• Past twelve-month bond and equity returns contain information
about future changes in economic conditions, thus linking time
series momentum to real economic activity



Appendix



Equity Portfolio Performance



Bond Portfolio Performance



The XTSMOM Smile



Net Speculator Positions



Equity Returns by CombinedMomentumRegimes


