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The Study on the Relationship between the Method of Combining Growth
Factors and the Stock Returns
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(Abstract)
This study shows the relationship between the method of combining growth factors and the individual
future stock returns. In this study, using growth metrics devised by Asness, Frazzini, and Pedersen
(2019), 5 combining methods are compared. Five methods are (1) Equal Weight, (2) Principal
Component Vector Weight, (3) Regression Coefficient Method,(4) Composite IC Maximization
Method , (5) Neural Network Method. There are high correlations between combined growth factors,
except for (5) Neural Network Method. And, Except for (5) Neural Network Method, growth factors
have the positive relationship with future stock returns. Especially (3) Regression Coefficient Method
has the strong predictability for stock returns compared to other methods. On the other hand, (5) Neural
Network Method has weak predictability for future stock returns. In this study, A simple model was
used on (5) Neural Network Method, (5) Neural Network Method has a lot of room for improvement.
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