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Extended Abstract

Objective: The primary objective of this study is to examine the influence of information
dissemination on the time series industry momentum effect in the Tehran Stock Exchange.
While momentum is one of the most documented market anomalies challenging the efficient
market hypothesis, the specific role of information dissemination—whether discrete (sudden,
large chunks of news) or continuous (gradual, incremental news flow)—in shaping industry-
level time series momentum remains underexplored. This research seeks to address whether the
mode and quality of information flow significantly affect the persistence and profitability of
industry momentum strategies over varying investment horizons. By doing so, the study
contributes to the behavioral finance literature by linking investor psychology, information
environments, and asset return predictability.

Method: The research adopts an applied, descriptive—analytical design relying on secondary
data from Tehran Stock Exchange-listed firms between 2021 and 2023 (1400-1402 in the
Iranian calendar). From the population of listed companies, 120 were selected using systematic
elimination to exclude financial intermediaries and non-comparable firms. Four random
portfolios of ten stocks each were constructed to reduce sample bias.

To measure information discreteness (ID), the study uses metrics that capture whether
information arrives in large, sudden fragments (positive ID) or smaller, continuous pieces
(negative ID). Abnormal return volatility (ARV) is employed as a proxy for information
uncertainty, representing the level of noise in the information environment.

The research implements time series industry momentum strategies with multiple formation
and holding periods ranging from 3 to 36 months. This design allows testing both short-term
and long-term horizons. Regression models were applied to test hypotheses, with momentum
returns (Y) regressed on ID, ARV, and their interaction. Analytical tools such as Excel and
SPSS were used for statistical analysis, descriptive statistics, and hypothesis testing.

Control mechanisms were embedded to minimize the impact of external volatility management
strategies, ensuring that the estimated effects truly reflect the role of information dissemination
rather than portfolio design artifacts.
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Results: The findings confirm that information dissemination has a significant influence on
industry momentum in many of the tested strategies. Specifically, long-term formation and
holding periods exhibited stronger relationships between momentum returns and both
discreteness and uncertainty of information compared to short-term strategies.

In strategies with 12 different formation and holding periods, significant results emerged most
consistently in long-term horizons (e.g., 9-36 months), suggesting that industry momentum is
not merely a short-lived anomaly but can be sustained and influenced by the structure of
information flow. For example, when information arrived in discrete, large pieces, investors
responded more strongly, leading to sharper momentum effects. Conversely, continuous
information flows generated more subtle momentum patterns consistent with the “frog-in-the-
pan” hypothesis, whereby investors underreact to gradual information diffusion.

Regression results showed that abnormal return volatility (ARV) often amplified momentum
returns, indicating that noisy environments heighten investor misreaction. At the same time,
portfolios characterized by continuous low-noise information demonstrated more stable, though
less extreme, momentum. Out of 12 possible strategies, more than half confirmed the hypothesis
that information dissemination significantly impacts industry momentum, particularly in the
longer horizon scenarios.

Conclusion: This study concludes that the manner in which information disseminates—
whether discrete or continuous, noisy or stable—plays a critical role in shaping time series
industry momentum in the Tehran Stock Exchange. Momentum effects are more pronounced
when information arrives discretely and when uncertainty is high, conditions under which
investors are prone to overreaction or delayed adjustment. Conversely, continuous flows of
low-noise information tend to moderate the momentum effect.

Thus, industry-level time series momentum cannot be explained solely by risk-based
arguments; behavioral responses to information environments are central. The results support
behavioral finance theories, such as the frog-in-the-pan hypothesis, which emphasize gradual
underreaction and sudden overreaction to different types of news flow.

These findings not only challenge the efficient market hypothesis but also underline the
importance of considering the structure of information environments when analyzing asset
pricing anomalies.

Value of the Article: The value of this research lies in its contribution to bridging the gap
between market anomalies and information environment theories. While previous studies have
extensively documented momentum in cross-sectional and global settings, this study focuses
on the industry-level time series momentum in an emerging market context and explicitly
incorporates the dimension of information dissemination.

The article provides several important contributions:

Theoretical Contribution: It reinforces the behavioral explanation of momentum by
demonstrating how different modes of information flow generate distinct investor reactions and
momentum outcomes. By linking ID and ARV to momentum returns, the research validates
and extends behavioral models of investor psychology.

Methodological Contribution: By employing multiple formation and holding periods across
short and long horizons, the study offers a nuanced picture of how momentum dynamics evolve
over time, which can inform future empirical designs.

Practical Contribution: For investors and portfolio managers, the results highlight that
momentum strategies can be optimized by monitoring the quality and discreteness of
information flows. In noisy environments with discrete news, momentum strategies may yield
higher returns, whereas in continuous low-noise environments, risk-adjusted returns may be
more stable.

Policy Implication: Regulators and policymakers can benefit from understanding how
information dissemination practices—such as disclosure timing and frequency—affect market
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efficiency. Enhancing information transparency and reducing noise could mitigate excessive
momentum-driven mispricing.

In summary, the article demonstrates that the momentum effect is not only an enduring anomaly
but also one that is deeply conditioned by the structure of information dissemination. By
highlighting these dynamics in the Tehran Stock Exchange, the study contributes to global
debates on market efficiency, investor psychology, and the design of trading strategies in
environments characterized by different information structures.

Keywords: Time series momentum, information discreteness, information noise, frog-in-the-
pan hypothesis.
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