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U.S. Filings: No News is Good News 

Textual Consistency in Corporate Filings Signals Outperformance 
 

Company annual filings are a vital but often under-analyzed source of information for 

investors. Market moving content is buried within an ever-growing body of text that on average 

is equivalent to a 240-page novel. The filings contain subtle revisions making a computational 

linguistic approach imperative. Faced with this voluminous amount of text and the minute 

number of changes, investors have historically overlooked the newly embedded 

information and the implications of those additions.    

 

This paper extends the first Quantamental Research paper 1  on corporate filings, which 

considered the Risk Factors section by exploring the five commonly shared sections between 

Form 10-K and Form 10-Q.2 Key insights for the U.S. market include: 

 

Consistency Matters and the Market Rewards It: Firms with the greatest year-over-year 

textual similarity outperformed those with the least similarity by 4.18% in the MD&A section 

and by 5.26% in the Risk Factors section annually after accounting for commonly used risk 

strategies (Exhibit 1).  

 

Consistency in the Auxiliary Sections Matter Too: Firms with fewest changes in the 

Controls & Procedures, Legal Proceedings and Quantitative & Qualitative Disclosures about 

Market Risk outperformed those with the least similarity by 3.09% annually after accounting 

for commonly used risk strategies (Exhibit 2).   

 

Supplementing the textual similarity scores from the Risk Factors section with those from the 

Quantitative & Qualitative Disclosures about Market Risks and Controls & Procedures 

sections improved the historical performance of the active long-side of the strategy to 2.37% 

from 1.75% annually with a better risk-and-reward profile (Exhibit 2). 

 

Filers with the Most Consistency Exhibit Positive Earnings Surprises and Momentum: 

Firms with the most (least) similarity in the MD&A and Risk Factors sections were historically 

those that have outperformed (underperformed) over the past 12-months; have experienced 

positive (negative) earnings surprises; and have their growth prospects revised upwards 

(downwards) by sell-side analysts. (Exhibit 3).  

 

Even Small Textual Inconsistency Matters for Performance and Volatility: Strategies that 

purchased firms with extreme similarity and sold those with extreme dissimilarity had higher 

cumulative dollar growth historically without taking on additional risk (Exhibit 5).  

 

 

 

                                                 
1 See Yang and Oyeniyi (2021) in the reference section.  
2 The five sections are: i) Management Discussion & Analysis (MD&A), ii) Risk Factors, iii) Controls & Procedures, iv) 
Legal Proceedings and v) Quantitative & Qualitative Disclosures about Market Risks. See appendix A.1. 

https://www.spglobal.com/marketintelligence/en/news-insights/research/hiding-in-plain-sight-risks-that-are-overlooked
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1. Introduction 

Form 10-K and Form 10-Q3 are financial reports filed annually and quarterly by publicly traded 

firms in the U.S. as mandated by the Securities Exchange Commission (SEC). The filings 

detail a company’s latest financial information and operations in great length. In the rest of this 

section, an overview is provided of the layout of the major sections accompanied with their 

historical descriptive statistics.  

 

Overview of the Layout and the Major Sections of Filings:  

Every Form 10-K is structured similarly with 4 major parts and 15 items. Form 10-Q has 2 

major parts and 10 items.4 In the context of this brief, we examine the five commonly shared, 

major items between the two forms: i) Management Discussion & Analysis (MD&A) ii) Risk 

Factors iii) Controls & Procedures, iv) Legal Proceedings and v) Quantitative & Qualitative 

Disclosures about Market Risks. See appendix A.1 for more details.     

 

Descriptive Statistics of the Items:  

The two sections that are the longest are the MD&A and the Risk Factors section with historical 

averages of 10,000 and 8,000 words, respectively. The average length5 of all but the Risk 

Factors section have been broadly unchanged since 20066. The length of the Risk Factors 

section, however, has increased almost 3-fold to 11,000+ words presently. It appears that 

firms append incremental disclosures to this section over time as new risks surface. See 

appendix A.7.  

 

The following sections discuss the construction of the textual similarity strategy, the intuition 

behind it, and the empirical results.  

 

2. Signal Construction & Intuition 

There are a number of documented approaches7 from literature in the domain of linguistics 

and natural language processing to measure textual similarity. This paper uses cosine 

similarity.  

 

Cosine Similarity  

Cosine similarity quantifies the geometric angle between two texts using their numerical 

representation in an n-dimensional Euclidean space where the n denotes the number of 

unique words.8 The range of the scores in our context is between 0 and 1 where the first value 

                                                 
3 An abbreviated and unaudited version of Form 10-K, 
4 https://www.sec.gov/fast-answers/answersreada10khtm.html 
5 Using the number of words as a proxy 
6 The US Filings data set starts in 2006; there are tentative plans of extending back to 1994 in Q1 2022 
7 Others are Jaccard similarity, minimum edit distance and simple similarity. See Yang and Oyeniyi (2021) and Cohen, 
Malloy and Nguyen (2020). 
8 See Zhao (2020) 
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denotes the two texts as diametrically opposite and the latter denotes the two texts as the 

same.9 

 

Inputs of Cosine Similarity  

Each value in the two numerical vectors represents a word score. In this context, the analysis 

employs a concept from information retrieval (e.g., internet searches), term frequency-inverse 

document frequency (TF-IDF) to generate the word-level scores. See appendix A.3 for details 

on the construction, its intuition and the advantages of its selection.   

 

3. Empirical Results 

Textual similarity in the context of this paper measures the year-over-year similarity of a 

section between two adjacent filings for a firm to account for seasonality.10  

 

The textual similarity investment strategy buys a portfolio of filers with the greatest year-over-

year textual similarity and sells a portfolio of filers with the least similarity.11 The ex-ante 

hypothesis is that the path of least resistance is for filers to maintain much of the 

structure and content in their filings year-over-year. Larger textual changes occur when 

a filer needs to justify financial softness or fulfill its legal or fiduciary responsibilities, 

which is viewed negatively in our narrative. In Section 4, we explore empirically why filers 

with the most (least) textual similarity outperform (underperform) historically.  

 

3.1 Historical Performance in the MD&A and Risk Factors Sections 

Historically, firms with the greatest textual similarity in the MD&A and the Risk Factors sections 

outperformed those with the least similarity by 4.18% and 5.26% per year since 2008, 

respectively, with significance at the 1% level (Exhibit 1). The results suggest that the level of 

textual similarity in both sections has historically shown the ability to differentiate between 

future winners and losers in the cross-section at the one-month forward horizon.  

 

The second noteworthy observation is that the long-sides of these strategies contributed 

meaningfully and significantly to the overall long-short strategies (compare values in column 

[6] to column [9] in Exhibit 1). This is highly desirable since there are impediments against 

shorting stocks. 

 

3.2 Auxiliary Sections Have Supplementary Information 

Standalone textual similarity strategies in the Controls & Procedures, Legal Proceedings or 

Quantitative & Qualitative Disclosures about Market Risk showed promise, but their signal 

                                                 
9 The lower bound for cosine similarity scores for this paper is zero because we are working with non-negative 
numbers (i.e., the numerator of the score has frequency of words, which is non-negative). The theoretical range of 
cosine similarity scores is between -1 and 1.   
10 For example, a cosine similarity score is generated for the MD&A section from two adjacent years of a filer.  
11 See appendix A.4 for details on portfolio construction and our analysis framework. 
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scores did not exhibit enough dispersion in the cross-section. That is because many filers 

have the textual similarity score of 1 as filers leverage identical text from the previous filing.  

 

Exhibit 1: Textual Similarity Strategy in the MD&A and Risk Factors Sections  

Russell 3000; January 2008 – December 202012 

 

Note: Returns are Carhart Four-Factor Adjusted. Values that are shaded in green (red) are statistically significant at 

least at the 10% level and are consistent (inconsistent) with our ex-ante hypothesis. Desc = descending sort and Asc 

= ascending sort. Source: S&P Global Market Intelligence Quantamental Research. All returns and indices are 

unmanaged, statistical composites and their returns do not include payment of any sales charges or fees an investor 

would pay to purchase the securities they represent. Such costs would lower performance. It is not possible to invest 

directly in an index. Past performance is not a guarantee of future results. Data as of 03/01/2021. 

 

One potential use for those scores is to supplement the ones from the MD&A and the Risk 

Factors sections to differentiate further between the filers that have maintained consistency.13 

For example, supplementing the textual similarity scores from the Risk Factors section with 

those from the Quantitative & Qualitative Disclosures about Market Risks and Controls & 

Procedures sections improved the economic performance of the active long side to 2.37% 

from 1.75% per year. The annualized information ratio14, a measure of economic performance 

after taking into account risk, improved to 0.90 from 0.67 (Exhibit 2 row [1] column [7]).  

 

The second potential use is to combine the textual similarity scores from the three auxiliary 

sections jointly in a composite score with equal weighting. We see historically that firms with 

the most similarity in the three sections outperformed the market benchmark and the firms 

with the least similarity by 1.68% and 3.09% per year, respectively, with significance at the 

5% level (row [3] in Exhibit 2). While the economic performance was meaningful in the 

portfolios containing filers with the most extreme textual similarity scores, the composite 

signal’s ability to differentiate between the winners and the losers in the cross-section was not 

significant, however (row [3] column [4] in Exhibit 2).15  

 

 

                                                 
12 See coverage results in the appendix A.7. 
13 Creating a composite score by combining scores from different sections in an equal-weighting scheme.  
14 Information ratio measures the economic performance of a strategy after taking into its risk. It is calculated as the 
average return from a long-short equity strategy divided by the volatility of those returns.   
15 This reinforces the notion that the texts in these sections rarely change. When they do, the revisions are market 
moving.   
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Exhibit 2: Textual Similarity Strategy in the Controls & Procedures, Q and Q16 

Disclosures about Market Risk, Legal Proceedings 

Russell 3000; January 2008 – December 202017 

 

Note: Returns are Carhart Four-Factor Adjusted. Values that are shaded in green (red) are statistically significant at 

least at the 10% level and are consistent (inconsistent) with our ex-ante hypothesis. D = descending sort and A = 

ascending sort. Source: S&P Global Market Intelligence Quantamental Research. All returns and indices are 

unmanaged, statistical composites and their returns do not include payment of any sales charges or fees an investor 

would pay to purchase the securities they represent. Such costs would lower performance. It is not possible to invest 

directly in an index. Past performance is not a guarantee of future results. Data as of 03/01/2021. 

 

4. Textual Similarity & Filers’ Financial Characteristics 

Why did firms with the most (least) textual similarity in the MD&A or the Risk Factors section 

historically outperform (underperform)? It is as likely that firms with the most pronounced 

textual revisions outperform. One avenue of exploration is to examine the correlation 

dynamics between the textual similarity strategy and those that are documented in empirical 

literature and have a direct anchor to information from the filers’ financials, the market or the 

active-covering analysts. Examples include cheaper valuation, earnings surprise, more 

productive assets and analyst bullishness/bearishness among others.  

 

Exhibit 3 shows ten strategies. The first two rows ([1] and [2]) are textual similarity strategies 

in the MD&A and Risk Factors sections. The remaining eight strategies (rows [3] – [10]) are 

the: [3] low-beta anomaly (BETA), [4] size anomaly (SMB), [5] relative valuation anomaly 

(HML), [6] price momentum anomaly (PMOM), [7] asset growth anomaly (AG), [8] gross 

profitability anomaly (GPA), [9] analyst revision anomaly (ANA) and [10] earnings surprise 

anomaly (SUE).  

 

Values in Exhibit 3 are pairwise average monthly correlations between the two strategies in 

question.18 Historically, the two textual similarity strategies have strong positive correlation to 

the low beta strategy; the price momentum strategy; the analyst revision strategy; the earnings 

surprise strategy and have strong negative correlation to the small-cap and relative valuation 

strategies.  

                                                 
16 Quantitative and Qualitative Disclosures about Market Risk 
17 See coverage results in the appendix A.7. 
18 When the sign is positive (negative), it signifies the two strategies historically have moved in the same (opposite) 
direction. The magnitude signifies the strength of the moves where 1 suggests they move in perfect unison. 
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The correlations suggest that firms with the most (least) year-over-year textual 

similarity are firms that: are larger-(smaller-) caps; have been winners (losers) in the 

past 12-month; have experienced positive (negative) earnings surprises; and are 

positively (negatively) viewed by the sell-side analysts. The results reinforce the 

hypothesis that the path of least resistance is for filers to retain much of the structure and the 

content in their newest filings when the underlying business is strong and growing. When the 

underlying business exhibits weakness, the filers need to explain away the softness. One way 

this manifests is via textual amendments and additions.    

 

Exhibit 3: Correlations of Long-Short Quintile Return Spreads  

Russell 3000; January 2008 – December 202019,20 

 

Note: Lower (higher) correlations are denoted by green (red) colors. Source: S&P Global Market Intelligence 

Quantamental Research. Data as of 03/01/2021. 

 

5. Textual Similarity Strategy Has Additive Predictive Value  

The previous section shows that the historical performance of a textual similarity strategy is 

correlated to the performance of a number of other strategies that explain stock returns in the 

cross-section. This begs the question whether the performance of textual similarity strategies 

is largely or solely driven by their underlying correlations to the other strategies.  

 

Exhibit 4 details the performance of the textual similarity strategies after controlling for the 

previous eight discussed strategies jointly via a regression framework.21 After controls, the 

results indicate that the textual similarity strategy in the MD&A section produced approximately 

4.00% per year of performance historically with statistical significance at the 1% level (see row 

[1], column [1] in Exhibit 4). In a joint framework, firms with the most (least) textual similarity 

in the MD&A section are lower (higher) beta firms, have been winners (losers) in the past 12-

month and are cheaper (expensive) on a relative valuation basis.  

 

The textual similarity strategy in the Risk Factors section added approximately 4.88% per year 

to performance historically with statistical significance at the 1% level (see row [3], column [1] 

                                                 
19 See coverage results in the appendix A.7. 
20 Sector-neutral correlations are in appendix A.8. 
21 With the exception of the low-beta anomaly where it is substituted for market risk premium (MRP), which is defined 
as the difference between the market performance and the risk-free rate. Following literature with the substitution. 
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in Exhibit 4). In a joint framework, firms with the most (least) textual similarity in the Risk 

Factors section are lower (higher) beta firms which have been winners (losers) in the past 12-

month.  

Exhibit 4: Estimated Additive Performance and Strategy Exposures 

Russell 3000; January 2008 – December 202022,23 

 
Note: Values that are shaded in green (red) are statistically significant at least at the 10% level. The performance 

values in column [1] are annualized from monthly averages. S&P Global Market Intelligence Quantamental Research. 

All returns and indices are unmanaged, statistical composites and their returns do not include payment of any sales 

charges or fees an investor would pay to purchase the securities they represent. Such costs would lower performance. 

It is not possible to invest directly in an index. Past performance is not a guarantee of future results. Data as of 

03/01/2021. 

 

Both strategies tend to do well when the stock market underperforms the short-term 

Treasury market. This usually occurs during periods of economic uncertainty, which 

implies that the two strategies are more defensive in nature. That is consistent with a 

flight-to-quality approach during uncertain times. These lower-beta filers are most likely the 

ones with the healthiest balance sheets and have the best risk controls, resulting in the least 

amount of textual revisions year-over-year.     

 

6. Small Textual Revisions Are Meaningful for Returns and Volatility 

Historically, the stock-level cosine similarity scores in the MD&A section are tightly clustered 

around the average of 0.9324 with a small dispersion25 of 0.07. This raises the question 

whether minute changes in textual similarity are meaningful.  

 

Exhibit 5 highlights the average returns and volatilities of five portfolios sorted along the 

spectrum of textual similarity levels from the MD&A section. There is a general monotonic 

relationship between the portfolios’ textual similarity levels and their returns and volatilities. 

Firms with the most (least) textual similarity have generally the highest (lowest) average 

returns and the lowest (highest) volatility historically despite the small differences in the textual 

similarity levels (see appendix A.6).  

 

This leads to the question of whether strategies with portfolios that have a smaller number of 

filers with more extreme textual similarity would improve performance. Exhibit 5 has the 

                                                 
22 See coverage results in the appendix A.7. 
23 Annualized alphas from sector-neutral results are 2.86% and 3.92% annually for the MD&A and Risk Factors 
section, respectively, with significance at the 1% level.  
24 The range of cosine similarity score is between 0 and 1.  
25 One standard deviation 



Textual Consistency in Corporate Filings Signals Outperformance 

 

 
QUANTAMENTAL RESEARCH  MAY 2021                  8 
 
WWW.SPGLOBAL.COM/MARKETINTELLIGENCE 
 

 

 

cumulative dollar performance for three strategies where the universe in the cross-section is 

divided into 5, 10 and 25 portfolios with equal number of stocks.  

 

Historically the strategy with 10 portfolios grew to $2.08 at the end of 2020, 22% higher than 

the strategy with 5 portfolios. The strategy with 25 portfolios grew to $2.55, 26% and 50% 

higher than the respective cumulative performance of the strategies with the 10 and 5 

portfolios. The additional performance did not come at the expense of taking on more risk.  

 

Exhibit 5: Performance of the Textual Similarity Strategy in the MD&A Section  

Russell 3000; 2008 - 202026 

 
Note: The long-short return spreads are Carhart Four-Factor Adjusted. Source: S&P Global Market Intelligence 

Quantamental Research. All returns and indices are unmanaged, statistical composites and their returns do not 

include payment of any sales charges or fees an investor would pay to purchase the securities they represent. Such 

costs would lower performance. It is not possible to invest directly in an index. Past performance is not a guarantee 

of future results. Data as of 03/01/2021. 

 

7. Data 

The Machine Readable U.S. Filings data begins in 2006. The feed provides all of the textual 

portions of public filings, is broken down into the various sections identified by the company, 

with extraneous information such as page numbers, images, and tables removed. The data is 

delivered in a structured and machine readable format through Xpressfeed and Snowflake. 

The filings have been parsed and are stored under individual sections (e.g., MD&A), effectively 

adding a structure to the unstructured textual data.   

 

8. Conclusion 

Investors have historically overlooked the implications of year-over-year textual revisions in 

the newest filings due to the voluminous amount of text and the small amount of changes.  

 

Historically in the U.S. equity market, a textual similarity strategy using cosine similarity in the 

MD&A and in the Risk Factors section yielded an addition 4.00% and 4.88% per year, 

respectively, after taking into account commonly used stock selection and risk strategies. The 

textual similarity scores from the Controls & Procedures, Legal Proceedings and Quantitative 

& Qualitative Disclosures about Market Risk could be used as a composite strategy or used 

to supplement the scores from the MD&A and Risk Factors to drive additional performance.  

 

Historically, firms with the most (least) textual similarity in the MD&A and Risk Factors section 

are winners (losers) in the past 12-month. They are defensive strategies in nature with lower 

(higher) betas that tend to outperform during uncertain economic times.      

                                                 
26 See coverage results in the appendix A.7. 

25 Portfolios 10 Portfolios 5 Portfolios

Cumulative $ Growth from $1 Base 2.55 2.08 1.70

Annualized Information Ratio 1.149 1.140 1.091

Monthly Hit Ratio > 0 65.4% 66.7% 66.7%

https://www.marketplace.spglobal.com/en/datasets/us-machine-readable-filings-(64)?utm_source=QR&utm_medium=referral&utm_content=&utm_campaign=EMC-210504-PC-GL-CT-Quant-DMS-No-News-Is-Good-News


Textual Consistency in Corporate Filings Signals Outperformance 

 

 
QUANTAMENTAL RESEARCH  MAY 2021                  9 
 
WWW.SPGLOBAL.COM/MARKETINTELLIGENCE 
 

 

 

Appendix  

A.1: Section Descriptions 

Section Header Description 10K: Part – Item  10Q: Part – Item  

MD&A 

A filer discusses the operations of the company in detail in 

the context of prior periods and provide an overview of the 

operations that led to increases, decreases or stagnation of 

the business. 

Part II – Item 7 Part I – Item 2 

Risk Factors 

A filer lays out various risks its business faces. It is the 

second largest of the five sections in terms of number of 

words. Out of the five sections, it is the only one that has 

grown (e.g., almost 3-fold since 2006) 

Part I – Item 1A Part II – Item 1A 

Q & Q Disclosures 

about Market 

Risks27 

A filer discloses potential changes in the market value of 

financial assets and liabilities (e.g., interest rate risk, foreign 

exchange risk) 

Part II – Item 7A Part I – Item 3 

Controls & 

Procedures 

A filer discloses whether there have been changes in its 

internal control over its financial reporting. 
Part II – Item 9A Part I – Item 4 

Legal Proceedings 
A filer discloses any significant pending lawsuit or other legal 

proceedings. 
Part I – Item 3 Part II – Item 1 

Source: S&P Global Market Intelligence Quantamental Research. Data as of 03/01/2021. 

 

A.2 Descriptive Statistics of Sections  

January 2006 – December 2020 

 
Average Historical U.S. Coverage  

 Russell 3000 Universe 

Average Length 

Number of Words  

Section Header Form-10K Form-10Q Form-10K Form-10Q 

MD&A 88% 87% 10.3K  6.5K 

Risk Factors 90% 81% 7.9K 2.2K 

Q & Q Disclosures 

about Market Risks 
91% 91% 553 362 

Controls & Procedures 91% 92% 498 286 

Legal Proceedings 92% 80% 359 238 

Source: S&P Global Market Intelligence Quantamental Research. Data as of 03/01/2021. 

 

                                                 
27 Quantitative & Qualitative Disclosures about Market Risks 
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A.3 TF-IDF Equation – Details & Intuition 

TF-IDF has two inputs: I) term frequency (TF) II) inverse document frequency (IDF). TF 

measures how often a word appears in a text. IDF measures whether a word appears scarcely 

or ubiquitously in a corpus, a data science parlance for dictionary. In our case, the corpus is 

a section of two year-over-year adjacent filings for a firm. The IDF term is the weighting 

scheme. A word that appears scarcely (ubiquitously) across a corpus gets a higher (lower) 

weight. The intuition is that the scarcity (ubiquity) of a term in a corpus is deemed to 

have more (less) information content.  

 

Term Calculation Intuition 

TF TF = A / B 

 A = Frequency of a word in a 

section of a filing 

 

 B = Number of unique non-stop 

words in a corpus, which is a 

section in two adjacent filings 

of a firm 

 The numerator is how frequently a word appears in a section of 

a filing and the denominator is the number of unique non-stop 

words in a corpus such that the TF term and the IDF term are 

both consistently using a particular corpus as a reference point.  

 Since we normalize the numerical representation of a section in 

a filing to a unit vector, the TF-IDF score is independent of 

whether the denominator uses the number of unique words from 

a text or in a corpus as long as the selection is consistently being 

applied.  

IDF IDF = natural log( (C+1) / (D+1) ) + 

1 

 C = Number of filings in a 

corpus 

 D = Number of filings that a 

word appears in a corpus 

 The weighting scheme 

 Places a bigger weight on a word that appears scarcely in a 

corpus 

Normalizing Euclidean Norm  Normalize for a section’s varying length 

Source: S&P Global Market Intelligence Quantamental Research. Data as of 03/01/2021. 

 

A.4 Portfolio Construction and Back-Test Framework   

Filings are events28 that have various submission dates. In order to achieve breadth in the 

cross-section, we apply a look-back window of six calendar months to construct each of the 

monthly rebalancing strategies. For example, at the end of April when we are rebalancing and 

constructing our portfolio, we look at the stock-level cosine similarity scores that are available 

since January of the same year to form our portfolio. At the end of May, we construct our 

portfolio by looking back as far as February. If there are two or more scores for a firm in the 

window, we take the latest score. 

 

All long-only and long-short returns in our back-test are equal-weighted, are rebalanced 

monthly at month end and are binned into quintiles where the top (bottom) quintile or the long 

(short) portfolio contains the 20% of stocks with the highest (lowest) signal scores in the cross-

                                                 
28 Generally, event-driven signals lack a sufficient number of stocks for portfolio construction and the timing of the 
next event is unknown.   
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section. Definitions of the columns from the following exhibits containing back-test results are 

in appendix A.2.  

 

A.5 Meaning of Columns in Tables Containing Empirical Results 

Signal Name, Sort Order, Start Date, Firm Count  

 Column 1: the sort order of a signal where ‘D’ or -1 is descending and ‘A’ or 1 is ascending 

 Column 2: the date back-tests commenced for a signal   

 Column 3: the average number of firms in a quintile bucket in our sample period;  

Signal Strength Metrics 

 Column 4: the average monthly information coefficient (i.e., Spearman correlation) that is 

used to assess a signal’s historical predictive strength  

 Column 5: the monthly hit rate for column 4 - the percent of the months where the IC > 0 

Active Long Metrics 

 Column 6: the annualized average monthly market-adjusted return of the long portfolio  

 Column 7: annualized information ratio of column 6 

 Column 8: the monthly hit rate for column 6 where the market-adjusted return of the long-

side > 0 

Long-Short Metrics 

 Column 9: the annualized long-short returns 

 Column 10: annualized information ratio of column 9  

 Column 11: the monthly hit rate for column 9 where the monthly long-short return > 0 

 

A.6 Raw Returns and Volatilities of Portfolios Across the Spectrum of Textual 

Similarity Level in the MD&A Section 

Russell 3000; 2008 – 202029 

 
S&P Global Market Intelligence Quantamental Research. All returns and indices are unmanaged, statistical 

composites and their returns do not include payment of any sales charges or fees an investor would pay to purchase 

the securities they represent. Such costs would lower performance. It is not possible to invest directly in an index. 

Past performance is not a guarantee of future results. Data as of 03/01/2021. 

 

 

 

 

 

 

 

                                                 
29See coverage results in the appendix A.7.  
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A.7 Annual Descriptive Statistics on the Five Major Commonly Sections 

Russell 3000; January 2006 – December 2020 
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A.8: Sector-Neutral Correlations of Long-Short Quintile Return Spreads  

Russell 3000; January 2008 – December 202030 

Note: Lower (higher) correlations are denoted by green (red) colors. Source: S&P Global Market Intelligence 

Quantamental Research. Data as of 03/01/2021. 

 

                                                 
30 See coverage results in the appendix A.7. 
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https://www.spglobal.com/marketintelligence/en/news-insights/research/stock-level-liquidity-alpha-or-risk
https://www.spglobal.com/marketintelligence/en/news-insights/research/u-s-stock-selection-model-2015-performance-review
https://www.spglobal.com/marketintelligence/en/news-insights/research/u-s-stock-selection-model-2015-performance-review
https://www.spglobal.com/marketintelligence/en/news-insights/research/what-does-earnings-guidance-tell-us
https://www.spglobal.com/marketintelligence/en/news-insights/research/what-does-earnings-guidance-tell-us
https://www.spglobal.com/marketintelligence/en/news-insights/research/late-to-file
https://www.spglobal.com/marketintelligence/en/news-insights/research/global-country-allocation-strategies
https://www.spglobal.com/marketintelligence/en/news-insights/research/research-brief-building-smart-beta-portfolios
https://www.spglobal.com/marketintelligence/en/news-insights/research/research-brief-airline-industry-factors
https://www.spglobal.com/marketintelligence/en/news-insights/research/point-in-time-vs-lagged-fundamentals
https://www.spglobal.com/marketintelligence/en/news-insights/research/introducing-sp-capital-iq-stock-selection-model-for-the-japanese-market
https://www.spglobal.com/marketintelligence/en/news-insights/research/introducing-sp-capital-iq-stock-selection-model-for-the-japanese-market
https://www.spglobal.com/marketintelligence/en/news-insights/research/research-brief-liquidity-fragility
https://www.spglobal.com/marketintelligence/en/news-insights/research/investing-in-a-world-with-increasing-investor-activism
https://www.spglobal.com/marketintelligence/en/news-insights/research/drilling-for-alpha-in-the-oil-gas-industry
https://www.spglobal.com/marketintelligence/en/news-insights/research/drilling-for-alpha-in-the-oil-gas-industry
https://www.spglobal.com/marketintelligence/en/news-insights/research/u-s-stock-selection-model-performance-review-2014
https://www.spglobal.com/marketintelligence/en/news-insights/research/u-s-stock-selection-model-performance-review-2014
https://www.spglobal.com/marketintelligence/en/news-insights/research/research-brief-global-pension-plans
https://www.spglobal.com/marketintelligence/en/news-insights/research/research-brief-global-pension-plans
https://www.spglobal.com/marketintelligence/en/news-insights/research/profitability-growth-like-strategy-value-like-returns
https://www.spglobal.com/marketintelligence/en/news-insights/research/profitability-growth-like-strategy-value-like-returns
https://www.spglobal.com/marketintelligence/en/news-insights/research/lenders-lead-owners-follow-the-relationship-between-credit-indicators-and-equity-returns
https://www.spglobal.com/marketintelligence/en/news-insights/research/lenders-lead-owners-follow-the-relationship-between-credit-indicators-and-equity-returns
http://img.en25.com/Web/StandardandPoors/S%26P%20Capital%20IQ%20Capital%20IQ_Alpha%20Momentum_July%202014_3826.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research_China%20Risk%20Model_May%202014.pdf
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April 2014: Riding the Coattails of Activist Investors Yields Short and Long Term 

Outperformance 

March 2014: Insights from Academic Literature: Corporate Character, Trading Insights, 

& New Data Sources  

February 2014: Obtaining an Edge in Emerging Markets 

February 2014: U.S Stock Selection Model Performance Review  

January 2014: Buying Outperformance: Do share repurchase announcements lead to 

higher returns? 

October 2013: Informative Insider Trading - The Hidden Profits in Corporate Insider 

Filings 

September 2013: Beggar Thy Neighbor – Research Brief: Exploring Pension Plans 

August 2013: Introducing S&P Capital IQ Global Stock Selection Models for Developed 

Markets: The Foundations of Outperformance 

July 2013: Inspirational Papers on Innovative Topics: Asset Allocation, Insider Trading 

& Event Studies 

June 2013: Supply Chain Interactions Part 2: Companies – Connected Company 

Returns Examined as Event Signals 

June 2013: Behind the Asset Growth Anomaly – Over-promising but Under-delivering 

April 2013: Complicated Firms Made Easy - Using Industry Pure-Plays to Forecast 

Conglomerate Returns. 

March 2013: Risk Models That Work When You Need Them - Short Term Risk Model 

Enhancements 

March 2013: Follow the Smart Money - Riding the Coattails of Activist Investors 

February 2013: Stock Selection Model Performance Review: Assessing the Drivers of 

Performance in 2012 

January 2013: Research Brief: Exploiting the January Effect Examining Variations in 

Trend Following Strategies 

December 2012: Do CEO and CFO Departures Matter? - The Signal Content of CEO and 

CFO Turnover 

November 2012: 11 Industries, 70 Alpha Signals -The Value of Industry-Specific Metrics 

October 2012: Introducing S&P Capital IQ's Fundamental Canada Equity Risk Models 

September 2012: Factor Insight: Earnings Announcement Return – Is A Return Based 

Surprise Superior to an Earnings Based Surprise? 

http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research_Activism%20II_April%202014_3805.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research_Activism%20II_April%202014_3805.pdf
http://img.en25.com/Web/StandardandPoors/SP%20CIQ%20Quantamental%20Research%20-%20Insights%20from%20Academic%20Literature%20-%20March..._8160.pdf
http://img.en25.com/Web/StandardandPoors/SP%20CIQ%20Quantamental%20Research%20-%20Insights%20from%20Academic%20Literature%20-%20March..._8160.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20I%20Q_Quantamental%20Research_Emerging%20Market%20Model_Feb%202014_8882.pdf
http://img.en25.com/Web/StandardandPoors/SP%20CIQ%20Quantamental%20Research%20-%20Model%20Review%202013%20-%20February%202014_4944.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Buybacks%20-%20January%202014_4858.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Buybacks%20-%20January%202014_4858.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Informative%20Insider%20Trading%20-%20October%202013_6198.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Informative%20Insider%20Trading%20-%20October%202013_6198.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Pension%20Plans%20Brief%20-%20Sep%202013_7448.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Global%20Models%20in%20Developed%20Markets%20-%20August%202013_5750.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Global%20Models%20in%20Developed%20Markets%20-%20August%202013_5750.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Inspirational%20Papers%20-%20July%202013_1732.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Inspirational%20Papers%20-%20July%202013_1732.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Supply%20Chain%20Part%202%20-%20June%202013_1353.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Supply%20Chain%20Part%202%20-%20June%202013_1353.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Asset%20Growth%20Final%20-%20June%202013_8947.pdf
http://img.en25.com/Web/StandardandPoors/Complicated%20Firms%20Paper_4767.pdf
http://img.en25.com/Web/StandardandPoors/Complicated%20Firms%20Paper_4767.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research_Short%20Term%20Risk%20Model%20Enhancements_Mar%202013_5773.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research_Short%20Term%20Risk%20Model%20Enhancements_Mar%202013_5773.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Activism%20-%20March%202013_3433.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Model%20Review%202012%20-%20January%202013_2771.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quantamental%20Research%20-%20Model%20Review%202012%20-%20January%202013_2771.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20Brief_January%20Effect_January%202013_6092.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20Brief_January%20Effect_January%202013_6092.pdf
http://img.en25.com/Web/StandardandPoors/SP_Capital_IQ_Quant_Research_-_CEO_CFO_-_Dec_2012_1143.pdf
http://img.en25.com/Web/StandardandPoors/SP_Capital_IQ_Quant_Research_-_CEO_CFO_-_Dec_2012_1143.pdf
http://img.en25.com/Web/StandardandPoors/SP_Capital_IQ_Quant_Research_Industy-Specific_Factors_Nov_2012_2440.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Canada%20Risk%20Model%20-%20October%202012_9527.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Earnings%20Announcement%20Return%20-%20September%202012_2735.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Earnings%20Announcement%20Return%20-%20September%202012_2735.pdf


Textual Consistency in Corporate Filings Signals Outperformance 

 

 
QUANTAMENTAL RESEARCH  MAY 2021                  20 
 
WWW.SPGLOBAL.COM/MARKETINTELLIGENCE 
 

 

 

August 2012: Supply Chain Interactions Part 1: Industries Profiting from Lead-Lag 

Industry Relationships  

July 2012: Releasing S&P Capital IQ’s Regional and Updated Global & US Equity Risk 

Models 

June 2012: Riding Industry Momentum – Enhancing the Residual Reversal Factor  

May 2012: The Oil & Gas Industry - Drilling for Alpha Using Global Point-in-Time 

Industry Data  

May 2012: Case Study: S&P Capital IQ – The Platform for Investment Decisions  

March 2012: Exploring Alpha from the Securities Lending Market – New Alpha 

Stemming from Improved Data  

January 2012: S&P Capital IQ Stock Selection Model Review – Understanding the 

Drivers of Performance in 2011  

January 2012: Intelligent Estimates – A Superior Model of Earnings Surprise  

December 2011: Factor Insight – Residual Reversal  

November 2011: Research Brief: Return Correlation and Dispersion – All or Nothing  

October 2011: The Banking Industry  

September 2011: Methods in Dynamic Weighting  

September 2011: Research Brief: Return Correlation and Dispersion  

July 2011: Research Brief - A Topical Digest of Investment Strategy Insights  

June 2011: A Retail Industry Strategy: Does Industry Specific Data tell a different story?  

May 2011: Introducing S&P Capital IQ’s Global Fundamental Equity Risk Models  

May 2011: Topical Papers That Caught Our Interest  

April 2011: Can Dividend Policy Changes Yield Alpha?  

April 2011: CQA Spring 2011 Conference Notes  

March 2011: How Much Alpha is in Preliminary Data?  

February 2011: Industry Insights – Biotechnology: FDA Approval Catalyst Strategy  

January 2011: US Stock Selection Models Introduction  

January 2011: Variations on Minimum Variance  

January 2011: Interesting and Influential Papers We Read in 2010  

November 2010: Is your Bank Under Stress? Introducing our Dynamic Bank Model  

October 2010: Getting the Most from Point-in-Time Data 

October 2010: Another Brick in the Wall: The Historic Failure of Price Momentum  

http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Supply%20Chain%20-%20August%202012_2984.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Supply%20Chain%20-%20August%202012_2984.pdf
http://img.en25.com/Web/StandardandPoors/SPCapital%20IQ%20Quant%20Research%20-%20Regional%20and%20Updated%20Risk%20Models%20-%20July%202012_5265.pdf
http://img.en25.com/Web/StandardandPoors/SPCapital%20IQ%20Quant%20Research%20-%20Regional%20and%20Updated%20Risk%20Models%20-%20July%202012_5265.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Riding%20Industry%20Momentum.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20The%20Oil%20and%20Gas%20Industry%20-%20May%202012.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20The%20Oil%20and%20Gas%20Industry%20-%20May%202012.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Case%20Study-Apple%201000%20May%202012%20PDF.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Alpha%20in%20the%20Securities%20Lending%20Market_March%2013%202012.pdf
http://img.en25.com/Web/StandardandPoors/SP%20Capital%20IQ%20Quant%20Research%20-%20Alpha%20in%20the%20Securities%20Lending%20Market_March%2013%202012.pdf
http://img.en25.com/Web/CapitalIQ/SP%20Capital%20IQ%20Quant%20Research%20-%20Model%20Review%202011%20-%20January%202012.pdf
http://img.en25.com/Web/CapitalIQ/SP%20Capital%20IQ%20Quant%20Research%20-%20Model%20Review%202011%20-%20January%202012.pdf
http://img.en25.com/Web/CapitalIQ/SP%20Capital%20IQ%20Quant%20Research%20-%20Intelligent%20Estimates%20-%20Jan%202012_1744.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20Residual%20Reversal%20Strategies%20-%20November%202011.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20Brief%20-%20All%20or%20Nothing%20-%20November%202011.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20The%20Bank%20Industry%20-%20October%202011.pdf
http://img.en25.com/Web/CapitalIQ/Capital%20IQ%20Quant%20Research%20Methods%20in%20Dynamic%20Weighting%202011-09-21.pdf
http://img.en25.com/Web/CapitalIQ/Capital%20IQ%20Quant%20Research_Return%20Dispersion%20Correlation_September%202011.pdf
http://img.en25.com/Web/CapitalIQ/Capital%20IQ%20Quantitative%20Research%20-%20Research%20Briefs%20-%20July%202011.pdf
https://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-QR-Retail-Industry-1106.pdf
http://capitaliqinc.com/brochures/ciq_globalequityriskmodel_0511b.pdf
https://www.spglobal.com/marketintelligence/en/news-insights/research/papers-that-caught-our-interest-interesting-influential-papers
http://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-QR-Dividend-Policy-Changes-1104.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20CQA%20Spring%20Conference%20Notes%20-%20April%202011.pdf
https://www.capitaliq.com/media/100974-Capital%20IQ%20Quant%20Research-March2011.pdf
http://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-QR-Biotech-Strategy-1102.pdf
http://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-QR-Stock-Selection-Intro-1101.pdf
http://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-QR-Min-Variance-1101.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20Interesting%20%26%20Influential%20Papers%20of%202010%20-%20January%202011_5357.pdf
http://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-QR-Bank-Model-1011.pdf
http://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-QR-PIT-Data-1010.pdf
http://img.en25.com/Web/StandardandPoors/Capital%20IQ%20Quant%20Research%20-%20Price%20Momentums%20Failure%20-%20October%202010_8034.pdf
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July 2010: Introducing S&P Capital IQ’s Fundamental US Equity Risk Model  

 

Copyright © 2021 by S&P Global Market Intelligence, a division of S&P Global Inc. All 

rights reserved.  

These materials have been prepared solely for information purposes based upon 

information generally available to the public and from sources believed to be reliable. No 

content (including index data, ratings, credit-related analyses and data, research, model, 

software or other application or output therefrom) or any part thereof (Content) may be 

modified, reverse engineered, reproduced or distributed in any form by any means, or 

stored in a database or retrieval system, without the prior written permission of S&P 

Global Market Intelligence or its affiliates (collectively, S&P Global). The Content shall not 

be used for any unlawful or unauthorized purposes. S&P Global and any third -party 

providers, (collectively S&P Global Parties) do not guarantee the accuracy, 

completeness, timeliness or availability of the Content. S&P Global Parties are not 

responsible for any errors or omissions, regardless of the cause, for the results obtained 

from the use of the Content. THE CONTENT IS PROVIDED ON “AS IS” BASIS. S&P 

GLOBAL PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, 

INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR 
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SOFTWARE OR HARDWARE CONFIGURATION. In no event shall S&P Global Parties 
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caused by negligence) in connection with any use of the Content even if advised of the 
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S&P Global Market Intelligence’s opinions, quotes and credit-related and other analyses 

are statements of opinion as of the date they are expressed and not statements of fact or 

recommendations to purchase, hold, or sell any securities or to make any investment 

decisions, and do not address the suitability of any security. S&P Global Market 

Intelligence may provide index data. Direct investment in an index is not possible. 

Exposure to an asset class represented by an index is available through investable 

instruments based on that index. S&P Global Market Intelligence assumes no obligation 
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http://pages.marketintelligence.spglobal.com/rs/565-BDO-100/images/MI-Research-QR-US-Risk-Models-Intro-0417.pdf
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established policies and procedures to maintain the confidentiality of certain non-public 

information received in connection with each analytical process.  

S&P Global may receive compensation for its ratings and certain analyses, normally from 
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www.ratingsdirect.com (subscription), and may be distributed through other means, 

including via S&P Global publications and third-party redistributors. Additional information 

about our ratings fees is available at www.standardandpoors.com/usratingsfees. 
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