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Abstract

The aim of this study is to investigate the anchoring bias as a criterion
to explain stock returns by a behavioral approach at uncertainty
situation for 52-high week strategy to the companies listed on the
Tehran Stock Exchange. The information uncertainty criteria include
the book value to market value (BV / MV), company age (Age), the
size of the entity (MV), lowest price to the highest price of the stock
ratio (LHR), the standard deviation of stock returns (STD) and the
standard deviation of operating cash flow (CFVOLA). To investigate
this issue a main hypothesis and four sub-hypotheses developed for
this purpose and data of 99 companies of Tehran Stock Exchange was
analyzed for the period 2007 to 2014. Results show that for all the
variables except for STD (standard deviation of stock returns), by
increasing the degree of information uncertainty, stock returns trend
increases for winning portfolios.

Keywords: 52- high week, Stock Returns, Anchoring bias, Behavioral
Finance.

Introduction

Information is the key element in decision-making and the final
effectiveness of any decision depends on the results of events occur
according to every decision. The ability to predict the out of control
details of the events before making a decision will facilitate the best
decision making. Generally, the purpose of forecasting is to reduce risk
in decision making and as forecasting, cannot completely eliminate
risk, it is necessary decision-making process, considers the results of
remaining uncertainty clearly to forecast.

People generally begin the estimation process, based on an initial
mental figure "anchoring" and on the basis of their past records and, do
positive or negative adjustment on the figure in order to ensure new
information. Several studies show that people regardless of quality and
how to choose the anchoring, do this work. Therefore, they don’t
perform the necessary adjustments adequately and the adjustment is
often biased. Anchoring and adjustment is a psychological process that
affected the rational performance of people in intelligence estimation.
Investors are exposed to this type of bias, often are under the influence
of "price index" based on individual preferences. For example, when
faced with the question of " must buy or sell stock? ""Or" market share
price, below or above its intrinsic value estimates?" consider the
anchoring. Rational investors, are faced with new information realistic
and without biases and do not interfere points or "target prices" of
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predetermined, in their biases. This hypothesis is based on a
psychological perspective, because: behavioral tendencies
(anchoring) increases in a state of uncertainty. Thus, while
recognizing the uncertainty factors (increasing uncertainty
in the market) and target portfolio, examine the possible
relationship between uncertainty and strategies of highest
price over the 52 weeks.

George and Hwang (2004) argued that investors use the
highest price in 52 weeks, as a point of anchoring
((reference)), in the time of addressing the estimated impact
of news on stock price. This behavior leads to a reaction to
the news that is especially strong for the stock close to the
highest price in 52 weeks. Finally the news spread and
slowly absorbed in the stock price that reflects the stock
price in the near future. Considering the importance of
investing and the stock market in the national economy,
information uncertainty, is surveyed as a measure to explain
stock returns. The properties due to the impact on the
transparency of financial reporting, information asymmetry
and the value of the company, cause changes the investors’
behavior.

Scientific Foundations and review of study background

Anchoring is general tendency of people to the heavy
reliance on a feature or piece of information more available
when making decisions. People use the current information
when forecasts future events and then, according to other
information or current condition, form the intuitive
adjustment (Saeedi and Farhanian; 2011). Investors act
based on individual preferences in the bias, that means they
focused on the psychological not statistical anchor and
involve the preset points, such as purchase price or price
targets in their decisions (Rahnama Roodposhti and
Zandieh; 2012). If there is no detailed information about the
stock price, the current price is considered as correct price in
the stock market or when market boom, after every time
prices rise, people's minds the last price as a previous anchor
and the prior Information considered irrelevant. People
usually pay less attention to the latest published information
and involve it in the decision-making less than previous
information especially if the data are complex, there is a
little reaction to the new information. Meanwhile, risk and
risk aversion is the basis for the expected utility theory in
knowledge economic and financial sciences. It often said
that people prefer a more low volatility options. Utility
theory also suggests that people prefer a low volatility. In
other words, it assumes that people do not like the risky
consumption plan, and to choose a risky consume plan
expect a reward. This form of preference forms the
foundation of modern financial theory: more risk assets
should have a higher expected rate of return. Risk
measurement is based on the distribution of benefits
underlying assets (Hava,2011). Comments on Knight
(1928), the distinction between risk and uncertainty is that
the risk can be measured implied by determining the
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probability of each output. However in the case of
uncertainty, there is not accurate and complete information
to assess and determine its likelihood. As well as, with
Markowitz's portfolio theory and neoclassical pricing
models, financial research was mainly focused on the risk
and its adoption reward. The models are based on the
assumption that receipts distribution of risky assets is
obvious to all investors before making investment decisions.
Supposed models also rely on completeness of the
information and thus ignore the problem of the lack of
reliable information. On the other hand the theory of
efficient investment tool that was introduced in 1970 by
Fama and drew the attention of many financial scholars
relied on a very important assumption. First, investors in
making their decisions in the market, they behave rationally.
Second, they act based on the latest information and news to
buy and sell securities and as a result, stock prices is always
close to its intrinsic value and not any arbitrage
opportunities (Raee etal.,2011).

The relationship of information uncertainty and arbitrage
restrictions also states that information uncertainty may
create barriers for investors to be disruptive. When
information uncertainty increases on the company or the
market, also increases the risk of arbitrage. As a result,
professional investor, despite having full information about
the correct values, it is possible to avoid that the market
temporarily. In addition, cost information increases with the
increase of information uncertainty, and so the process of
convergence between the stock price and its fundamental
value is delayed. Therefore those who arbitrage may remain
neutral to avoid liquidity risk and additional costs (Shleifer
and Vishny;1997). So it seems that information uncertainty
can be exacerbated market abnormalities. In this regard,
Jiang et al. (2005) and Zhang (2006) have shown that shares
with higher information uncertainty have more price
momentum and earnings momentum. They said that had
information certainty encourage investors to have less
reaction to the news and thus lead to the formation of
momentum. Therefore, understanding the relationship
between information uncertainty and behavioral approach is
also important. Uncertainty is a basic issue in strategic
decision making and emerges when individuals have not full
confidence in the perception of the basic events and changes
in their business environment and are unable to predict the
future correctly. Uncertainty comes from factors, and
possible environmental issues and probabilities that are
highly inappreciable and needs more opportunistic and
strategic vision. So it is beyond the risk, since risk can
merely cover the assessed contingencies. Also, unlike the
risk that is a negative concept, uncertainty is not a positive or
negative concept and from another perspective, uncertainty
can contain very high income likely be higher than expected
while, the risk is not. However, by psychological insight,
uncertainty comes not only from the external environment,
but also from the inability to understand the situations that
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links to the knowledge and include perception, cognition
and human error (Rahnama Roodposhti and Zandieh; 2012).
George and Hwang (2004) argue that investors use the
highest price over the last 52 weeks as an anchor (reference)
to estimate the effect of news on stock prices. The
assumption is based on a psychological perspective as
behavioral tendencies increases in the status of information
uncertainty. This behavior leads to a kind of reaction to the
news, especially is stronger for stocks near the highest price
in 52 weeks. Finally the news spread and slowly absorbed in
the stock price and the phenomenon leads to behavioral bias,
under reaction and eventually created the future price
acceleration. Thus, according to George and Hwang, the
anchoring will be the motive of the acceleration profit,
which is more significant in the situation of uncertainty. The
environment around us, every day becomes more complex
and this complexity leads to confusion and uncertainty.
Many researches have been done in this area, including
Sanjay and Conway (2015) deals with the issue of
profitability, prices, income and momentum strategy. In this
paper, profitable strategies are classified into univariate and
multivariate move. Momentum earnings found by using
data for 493 companies that are part of the Bombay Stock
Exchange BSE 500 index in India from January 2002 to June
2010. In short, the momentum strategy is profitable.
Momentum earnings, is able to deduce price and income
move. In addition, the information content of gradual
earnings surprises is very small. The capital asset pricing
model (CAPM), Fama and French models are successful
models to explain it. The analysis indicates strong support
for explaining the behavior patterns overreaction to both
winners and losers therefore winners and losers do better
behavior during the market moves. This study contributes to
asset pricing and behavioral finance literature, especially in
emerging markets such as India.

Haw etal (2015) in their study surveyed the role of above 52-
week in explaining the acceleration gains in the Taiwan
stock market by comparing the two strategies, related to
harness and postponement of biases. They showed that the
profitability of 52-weeks high strategy by negative returns in
January significantly weakened, while profitability is
postponement strategy and is not sensitive to seasonal
January. Further research shows that when all the strategies
are discussed, above 52-weeks strategy plays a decisive role
in production efficiency during the sample period from
January to December 1982 while it postponement strategy,
most of the profits in 1970, show results in general.

Chen et al. (2015) investigate the effect of reflection of
strategy efficiency of the highest price in 52 weeks. Their
results showed that the highest price close in 52 weeks has a
positive and significant relationship with future stock
returns is returns that shows the reflective effect in stock
returns.

March (2016) investigate the effect of nearness of stock
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prices to the highest stock price in the 52 weeks in short-term
sales behavior in the United States. The results showed that
the short-term sales have a close and negative relationship
with the highest stock price in the last 52 weeks.

Saeedi and Mahdavi Rad (2014) study herding behavior
among managers of investing companies in Iran's capital
market. The study measured using Laconia Shf model
model in the Iranian capital market and investigated its
relationship with market returns and value of transactions.
For this purpose, all the investment firms were studied in the
Iranian capital market during the period of 2007 to 2010
which implies the existence of herding behavior among
executives of the companies. The results show that the
average herding behavior is 8.59%. A s well as, significant
linear relationship was not confirmed between the current
market efficiency and herding behavior of investing
companies managers but an inverse relationship was
confirmed between the value of transactions and the amount
ofherding behavior.

Seifollahi et al. (2015) in a study designed to compare the
behavioral factors involved in investing in financial assets.
In order to examine this issue, 593 investors as respondents
of Tehran Stock Exchange randomly selected as a sample
and the required data is collected using a questionnaire. Data
were collected and hypotheses were analyzed. The results
showed that all factors other than the factor of
"overconfidence" affect investment and the effects are
different for each of them. Ranking in terms of the impact of
these factors include: the relative gains and losses,
disposition effect, conservative, herding behavior,
Representing intuition, the effect of ownership, and regret
aversion.

Research hypothesis

The first hypothesis: Increase (decrease) of information
uncertainty based on behavioral bias of anchoring, leads to
an increase (decrease) in stock returns in the future winner
portfolio

The second hypothesis: Increase (decrease) of information
uncertainty based on behavioral bias of anchoring, leads to a
decrease (increase) in stock returns in the future loser
portfolio

The third hypothesis: In the stock price levels closer to the
highest price, the usefulness of the strategy of highest stock
price in the last 52 weeks will be more

The forth hypothesis: In the stock price levels farther to the
highest price, the usefulness of the strategy of highest stock
price in the last 52 weeks will be more

Research Methodology

Conceptual and executive Model of the study is presented in
the following graph 1:
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Graph 1: Conceptual and executive Model of the study is presented
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As Zhang (2004) shows information uncertainty is defined
as uncertainty about the impact of new information on a
company's value. The uncertainty can be caused by the
volatility of the Company or the quality of information. The
stocks with a high uncertainty are shown with the symbol
(H) and stocks with lower uncertainty with the symbol (L).
As anticipate that the winners of the strategy of the highest
price in 52 weeks, with high uncertainty in the future have
more returns than the winners of the strategy with less
uncertainty, we use the variables of uncertainty as below:

Size of the company: The stock market value of the company
has been used as the size of the company and is derived from
the stock market price on the last day of the Portfolio period
multiplied by the number of outstanding shares.(MV)

size, , =log(Market *value, ,) (1)

Market = value;, = N * P

n=number of outstanding shares

p=stock market price on the last day of the Portfolio period

Because the size of the company is much larger than other
variables in the calculation of the value of the stock market,
logarithm is taken to be closer in size to other variables.

Theratio of book value to market value (BV/MV)

The ratio of book value to market value is basically
calculated on the method that first the book value of the
company's common stock is determined using data from the
last balance sheet. The Stock market value is determined
through multiplying the market price of the common shares
on the last day of portfolios in the number of outstanding
shares then the book value of equity, divided by its market
value, so that this ratio is obtained.

Bv, B
MV,, Market*value,,

it

book * value, ,

(2

The ratio of lowest and highest price of a company's stock
during 52 weeks
L52i,t—1

R = 2
it-1

()
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L52=The lowest share price during the year
H52="The highest share price during the year

Age:The number of months that the company involved
(buying and selling of stocks occurred).

Price fluctuations or standard deviation of stock price (STD)

It is the standard deviation of weekly returns during the 12
months before the date of portfolio

The standard deviation of operating cash flow (CFVOLA)

It is the standard deviation of cash flow from operations
divided by the average assets of the company in a year

The effectiveness of each strategy is determined, based on
the difference between the return of winner portfolio and the
loser portfolio.

WML=RWi-RLO RWi= Return of winner portfolio
RLo=Return ofloser portfolio

(J/S/K) symbol is considered for the momentum strategy
where J represents the genesis and classification of
portfolios, S is regardless period that is also shown with (t)
and K is period of storage portfolio. To measure the return of
(S) period, t-test is used and shown as below:

Rt=C+Ut

Where C is a constant and Ut is achieved by the below
formula:

U t=Cotyl1U+-1+yzu-1+....... +ypUt-p+et
First, in order to show the effect of the phenomenon of price
momentum on strategy of highest price in 52 weeks, we use

portfolio construction of five according to PHR rating. As
described below:

pi t—1
PHR52,,  =—21 (4
e H52i,t—l ( )

Where: Pi,t-1 is the stock price on the first day of the month
t-1 and H52i,t1: is the highest price during the one-year
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period ending on the first day of the month t-1

According to the formula (4) all stock in the month t-1 is
divided into 5 portfolios and 20% of stocks with the largest
amount of PHR is shown with P1.

Stock returns are classified the highest and lowest amount
monthly for each of the six criteria, from U1 to US5.

US: related to stock with the highest returns and U1 related
to stock the lowest returns. Then, within each of the
portfolios of the Ul and U5 is also divided based on
information uncertainty from H1 to HS.

In order to upgrade the hypothesis testing (Effect of
information uncertainty on the usefulness of the highest
price in 52 weeks) monthly excess return of risk appetite to
spend must be controlled on different levels of uncertainty
for the loser and the winner stock that is done through Fama-
French three-factor model.

(R, —RF,)=a, +B(Rm, , —RF,,)+smb, , +hml,, +¢g (5)
Rit-rft: excess return stock of winners and losers week
strategies, compared to the risk-free rate of return

SMB: The difference between the return on stocks of small
companies and large companies portfolio returns

HML.: the difference between the highest portfolio returns of
book value to the market and with the lowest ratio of book
value to market price

Suitable statistical tests can be conducted to investigate the
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relationship between uncertainty and 52 weeks highest price
strategies and momentum strategy to confirm or refute the
hypotheses of research.

Soitis assumed that:  Anchoring —— High 52 week

Estimation results
Tests of hypotheses related to uncertainty

To test the hypotheses, usefulness of strategy of highest
price in 52 weeks, must be calculated and determined for
each of the six criteria of unreliability and separately for
each criterion at different levels of information uncertainty
shown with Ul and US5. For this purpose, portfolio was
formed according to the PHR (stock price in the last day
before the portfolio of the highest price in 52 weeks) which
identified with H1 to H5 in the table below. H1 (H5) is 20
percent of the shares with the highest value, PHR is (20% of
the stock with the lowest PHR). Subsequently H1 to HS
separately based on the degree of information uncertainty of
the independent variable was divided into five sections of
(U1 to US). Thereby creating a matrix 5 * 5 with an extra row
H1-HS5. (The difference between normal return on stock
with the highest PHR to return on stock with the lowest
PHR). That is, the difference between the average return of
winner portfolio with an average return of loser portfolio
and also added a column US5-Ul which represents the
difference between the average stock return with the highest
degree of uncertainty and stock with the lowest degree of
uncertainty. Results are in Table 1:

Table 1: 52-week high price strategy performance in different informational uncertainty

T-statistic US-U1 US U4 U3 U2 U1 BV/MV
2.42670 0.00051 0.01225 0.00737 0.00913 0.01158 0.01174 H1
-3.04712 -0.00634 | -0.00420 | -0.00327 | -0.00023 -0.00018 0.00214 H5

0.015%4 0.01065 0.00936 0.01176 0.00959 H1-H5
3.41885 3.00023 2.63149 2.70957 2.25099 t —stat

T-statistic Us-U1 US U4 U3 U2 U1 AGE
2.222891 0.00359 0.008651 | 0.006167 | 0.005317 | 0.013422 | 0.005061 H1
-2.36682 -0.00073 -0.00179 | -0.00315 -0.00124 | -0.00086 | -0.00106 H5

0.010438 | 0.009319 | 0.006552 | 0.014277 | 0.007087 H1-HS
3.464601 | 3.080274 | 2.158586 | 3.426585 | 2.866027 t —stat

T-statistic Us-U1 US U4 U3 U2 U1 LHR
2.037882 0.001233 | 0.006657 | 0.006499 0.00882 0.008441 | 0.005424 H1
-2.08628 -0.00157 | -0.00363 -0.0036 -0.00132 | -0.00136 | -0.00206 H5

0.010286 | 0.010097 | 0.010142 | 0.009801 | 0.007486 HI1-H5
2.72162 2.669365 | 3.211675 | 3.978092 | 3.884256 t —stat

T-statistic US-U1 Us U4 U3 U2 Ul CFVOLA
2.042731 0.000977 | 0.006917 | 0.007244 | 0.008848 | 0.011316 0.00594 H1
-2.67804 -0.00401 -0.00422 -0.00239 | -0.00184 | -0.00128 -0.00021 H5

0.01114 0.009635 | 0.010686 | 0.012592 | 0.006206 H1-H5
3.839932 | 3.096371 | 3.240778 | 3.420172 | 3.025516 t —stat
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T-statistic Us-U1 Us U4 U3 U2 U1 MV
2.090064 0.001499 | 0.007951 | 0.011972 | 0.005099 | 0.007529 | 0.006451 H1
-2.1293 -0.00154 | -0.00194 | -0.00058 | -0.00033 -0.0012 -0.0004 H5

0.009886 | 0.012551 | 0.005429 | 0.008727 0.00685 H1-H5
3.767014 | 3.214986 | 1.879652 | 2.640428 | 2.303575 t —stat

T-statistic USs-U1 US U4 U3 U2 Ul STD
1.807299 0.008272 | 0.014827 0.01129 0.009068 | 0.007237 | 0.006555 H1
-0.95437 -0.0018 -0.0033 -0.00215 | -0.00116 | -0.00345 -0.0015 H5

0.018126 | 0.013444 | 0.010225 | 0.010683 | 0.008055 H1-H5
3.379204 | 3.895917 | 3.588462 | 3.391805 | 2.793139 t —stat

The results of testing the hypothesis of uncertainty

Evaluation of the results of Table 1 indicate that with
increasing degree of information uncertainty- as one of the
accepted criteria of risk increment - almost all variables
except the independent variable standard deviation of stock
returns(STD), to winner portfolio (loser portfolio) average
returns increase (decrease). The value of U1-US5 has been
positive and significant for the winner portfolio (H1) and
negative and significant for the loser portfolio (H5). As well
as the significance level had been more in the portfolio H1
(HS5), the stock with a price closer to the highest price in 52
weeks (stock price farther than the highest price in 52
weeks).

Hypotheses testing based on Fama and French adjusted
returns

In order to increase the reliability and the generalizability of
results, the portfolio of the strategy of highest price in 52
weeks consisted according to adjusted return rate of three-
factor model of Fama and French. Table 2 shows the results
for every six independent variables and different levels of

information uncertainty. The results confirmed the
hypotheses and according to the results of the portfolio with
an average real return. Table 2 reaffirms the hypotheses for
almost all variables and different price levels and different
levels of uncertainty. Furthermore, results indicate that
significance degree by increasing the degree of information
uncertainty for the winner portfolio show a significant
positive relationship and for the loser portfolio represents a
negative and significant relationship nearly for all
independent variables which suggests that the results is
confirmed in a significant level of 5 percent.

Momentum strategy performance in different
conditions of information uncertainty

To investigate the effect of uncertainty about the stock-
adjusted returns based on the three-factor model of Fama
and French portfolio was formed and determined the
average efficiency of 30% for the first winner portfolio with
the highest return in the keeping period and the loser
portfolio consists of the last 30% with the lowest average
return in storage period that are marked with M1 and M3.
The results are shown in Table 2.

Table 2. momentum strategy performance in different conditions of information uncertainty

]j- . USs-Ul US U4 U3 U2 Ul 1/Age
statistic
1.97539 0.00181 0.01507 0.01497 0.0145 0.01356 0.01326 | M1
2.10717 0.00469 0.00640 0.00655 0.0101 0.01050 0.01109 | M3
2.07319 0.009 0.00867 0.00841 0.0044 0.00305 0.00216 | M1-M3
2.89846 2.25074 1.9864 1.95481 1.64849 | t —stat
T-
statistic US5-Ul US U4 U3 U2 Ul MV
1.96521 0.00344 0.01837 0.01739 0.0167 0.01588 0.01492 | M1
2.16014 0.00543 0.00425 0.00493 0.0061 0.00782 0.00969 | M3
2.90089 0.00887 0.01411 0.01245 0.0106 0.00805 0.00523 | M1-M3
3.64642 3.62061 2.5525 2.03701 2.23251 | t—stat
T- Us-U1 US U4 U3 U2 Ul BV/MV
statistic
2.01461 0.0043 0.01993 0.01847 0.0172 0.01637 0.01560 | M1
-2.1531 -0.003 0.00425 0.00487 0.0058 0.00609 0.00745 | M3
2.25139 0.0075 0.01568 0.01359 0.0113 0.01027 0.00814 | M1-M3
3.44417 3.40255 2.7901 2.68692 2.13059 |t —stat
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T-
statistic | U5-U1 Us U4 U3 U2 v | VLHR
203851 | 00093 | 002036 | 001963 | 00163 | 001392 | 00110 |,
21798 | -0.0051 | 000514 | 0.00567 | 00064 | 000731 | 0.01028 | -
225832 | 00144 | 001521 | 001395 | 00098 | 0.00661 | 0.00074 |\
3.02026 | 32145 | 2.7053 | 1.83240 | 1.21830
t —stat
T STD
statistic | US-Ul Us U4 U3 U2 Ul
459412 | 00283 | 0.03257 | 0.01201 | 0.0091 | 0.00648 | 0.00418 |
09055 | -0.0023 | 00092 | 0.01036 | 0.009 | 0.01098 | 0.01154 | -
384103 | 00309 | 002333 | 000164 | -0.0005 | -0.004 | -00073 | .~
340787 | 139307 | -12952 | 2.0179 | -1.9409
t —stat
T CFO
statistic | US5-Ul Us U4 U3 U2 Ul
0.00467 | 0.01669 | 0.01579 | 0.0150 | 0.01494 | 001201 |~
1.96379
20304 | 00017 | 0.00769 | 0.00788 | 0.0084 G
0.00882 | 0.00942
2.02863 0.00790 | 0.0066 | 0.0061 | 0.00259
0.009 0.009 MI-M3
2.04266 | 1.82941
234827 | 2.00230 | 21430 t—stat

The results of Table 2 indicate that the difference between
M1 and M3 shows acceleration strategy calculated that the t-
statistic results have been positive and significant for most
independent variables. The remarkable thing is that, by
increasing the degree of information uncertainty from U1 to
U5 also signification has increasing trend. In addition, the
return difference between the maximum of information
uncertainty (U5) with a minimum of information
uncertainty (U1) for the winner portfolio (M1) for all
variables are positive and significant and also for the loser
portfolio (M3) for all variables other than the independent
variable standard deviation of stock returns (STD).
Remarkable note on the above table analysis, signification is
more for the loser portfolio to winner portfolio. It is true
about all variables except for the standard deviation of stock
returns (STD).

The results of the research hypotheses

The first hypothesis: Increase (decrease) of information
uncertainty based on behavioral bias of anchoring, leads to
an increase (decrease) in stock returns in the future winner
portfolio. The results of the various portfolios for each of the
six independent variable of tables (1) and (2) show that in the
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case of variables including: the book value to market value
(BV/MV), company age (Age), the size of the entity (MV),
lowest price to the highest price of the stock ratio (LHR), the
standard deviation of stock returns (STD) and the standard
deviation of operating cash flow (CFVOLA), with the
increasing uncertainty from U1 to U5 real return on stocks in
the portfolio has generally increased and value of statistic t
which represents the signification of given independent
variable is positive and significant for the winner portfolio
(H1). It can be stated by analysis and interpretation of the
results that increasing of information uncertainty as an
outcome of the six independent variables increases, leading
to behavioral phenomena of anchoring that's means the
highest price in the past 52 weeks. So the higher degree of
uncertainty of winning stock performance continues
(phenomenon of price acceleration).. In simple terms by
increasing information uncertainty from the level U1 to US,
the phenomenon of the momentum of prices in both
portfolios, according to Strategy of highest price in 52
weeks and the momentum strategy has strengthened trend of
positive return of winning stock and have higher level of
signification. Results match with George and Hwang
(2004).
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The second hypothesis:(decrease) of information
uncertainty based on behavioral bias of anchoring, leads to a
decrease (increase) in stock returns in the future loser
portfolio. To test the second hypothesis the loser portfolio
for the strategy of the highest price formed in two states.
First with the dependent variable real returns and second the
dependent variable adjusted returns of Fama and French in
Table (1) and then the same test was conducted on the basis
of the momentum strategy for the loser portfolio. Table 2
shows the results of t-test for the loser portfolio in Table 1
that is negative and significant for all variables except
(STD). This means that by increasing the degree of
uncertainty return decreases and vice versa.

The third hypothesis: In the stock price levels closer to the
highest price, the usefulness of the strategy of highest stock
price in the last 52 weeks will be more,to test the hypothesis,
we should make an operational definition of usefulness
strategy at levels close to the highest price in 52 weeks. In
Table (1) line HI, relates to the winner portfolio with the
most amount of PHR or the closest price to the highest price
in 52 weeks. HI-HS5 amount represents the difference
between the return of winner portfolio and the loser one. As
specified in the table (t) value for all variables and to all
levels of uncertainty is greater than 2 , the positive and
significant. The interpretation of the hypothesis test results
in Table 1 shows, the highest positive returns belongs to the
winner portfolio of H1 on average. The results of table (2)
are also re-confirmed on the basis of acceleration
momentum the six independent variables of BV/ MV, AGE,
LHR, CFVOLA, MV and STD. According to the above
results the third hypothesis is significant and confirmed at
the level 0f95%.

The forth hypothesis: In the stock price levels farther to the
highest price, the usefulness of the strategy of highest stock
price in the last 52 weeks will be more. In Table (1) line HS5,
relates to the loser portfolio with the least amount of PHR or
the farthest price to the highest price in 52 weeks.

Conclusion and discussion

The aim of this research is to explain the usefulness of
highest price in the last 52 weeks in terms of uncertainty
based on behavioral phenomenon of anchoring and follow
the behavioral explanation for the phenomenon of price
momentum created by the behavioral bias anchoring. To
evaluate the impact of behavioral bias of anchoring on the
usefulness the strategy of the highest price in 52 weeks used
according to George and Hwang (2004) based on a
psychological perspective to enhance behavioral
phenomena in terms of uncertainty and lack of transparency
of information. Process and research results analyzed and
conducted with different degrees of uncertainty from low to
high. To achieve this end, in addition to the actual efficiency
was analyzed as the dependent variable again, in order to
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control the impact of variable of business size (SMB) and
stock price (HML) real stock returns were adjusted based on
Fama French three-factor model. Independent variables of
uncertainty included: company size, ratio of book value to
market value, age, cash flow volatility, volatility of stock
returns and ultimately ratio of lowest price of stock to the
highest price for a year (Hans Peter Flick and Portman,
2011). The original model of study was as follows:

Anchoring(informational uncertaity) — profitability of
52-high week —— (under-reaction) profitability of
Momentum

(George and Hwang 2004) and (Portman 2011). This means
that the increase in information uncertainty leads to greater
use of investors from the anchoring (mental anchor) to make
decisions about buying and selling and investing in the
stock. So in terms of the degree of smaller or bigger
uncertainty behavioral bias of anchoring is differently used.
As a result, investment strategy of the highest price in the
past 52 weeks based on the highest price, as a reference to
decision-making under uncertainty has more applications.
We separately tested the impact of each of the six variables
to create returns in rated stock according to the two
strategies of highest price in 52 weeks and momentum
strategy. The results show that for all the variables (except
STD- standard deviation of stock returns) by increasing the
degree of information uncertainty the trend of stock returns
for winner led to portfolios a significant increase in stock
returns. These results were also confirmed by previous
studies and literature. In the way that the effect of good
information increases the stock price near the highest price
in 52 weeks occurs gradually and with a delay due to the bias
of anchoring. This led to the creation or exacerbation of the
under-reaction phenomenon which finally leads to increase
the efficiency of the stock at a future time period. This, at
prices farther than the highest price in 52 weeks (or closer to
the lowest price in 52 weeks) creates a similar situation in the
investment decisions which again led to under-reaction
phenomenon and finally to price trends (the phenomenon of
acceleration of prices). That is, the positive return cause to
continue the positive trend in the future and the past negative
returns cause negative trend in the future. The results
showed that the trend is more significant in price levels
closer (farther) or in the stock with positive returns
(negative).

Studies and data show that this research had not been done in
Iran. The most important aspect of the research is to create
and identify a new explanation for the phenomenon of price
momentum as one of the most contrary to existing rules that
conflict with the efficient market hypothesis and theories of
modern finance. This is a great achievement that we have a
new behavior model useful in explaining the momentum
phenomenon and the highest price in 52 weeks. Previous
researches surveyed the effect of under-reaction
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phenomenon and the phenomenon of the over-reaction in
the occurrence of adverse price. But the usage of mental
anchor in uncertainty conditions and the results in
determining of strategies of highest price in 52 weeks and
momentum is new and unique. Besides, the results have
confirmed a link between performance of the highest price
and momentum strategy, especially in the higher
information uncertainty.
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