Appendix Tables — Idiosyncrasy as a Leading Indicator

Table Al. Testing for Mean Reversion in Economic Growth

This table reports the results for tests of mean revision in economic growth. Panel A regresses economic growth on contemporaneous stock returns
idiosyncrasy. Panel B predicts the cumulative growth from quarter #-/ to quarter ¢+/ with idiosyncrasy in quarter . Cumulative growth is defined as
AlnY+;= InY;+; - InY,;, where Y = GDP or IP. Economic growth is measured by GDP growth, Aln GDP, or industrial production growth, Aln IP.
Stock returns idiosyncrasy is defined with the baseline decomposition (equations [1]-[3]), Carhart's (1997) 4-factor model (equation [6]), or Campbell
et al. (2001) decomposition (equation [7]). Control variables are: change in credit spread (45), term spread (TERM), change in the ten-year T-
bond yields(47B), dividend yield (DIV), inflation (INF), market premium (RET), stock market liquidity (/LLIQ). Newey-West p-values are in
parentheses. Boldface denotes significance at 10% or better.



Panel A. Contemporaneous Correlations between Stock Return Idiosyncrasy and Economic Growth

Aln GDP, AlnIP, nAlV, InASV, Ini, h;jg' 11/11 ;II}: lnf' Tng,- E“S% E“PCI;
Aln IP, 0.837
(0.00)
In AV, -0.170 -0.195
(0.00) (0.00)
In ASV, -0.284 0267 0.705
(0.00) (0.00)  (0.00)
In 1, 0.244 0.197  -0.068  -0.756
(0.00) 0.00) (025  (0.00)
In 4F-ALV, -0.165 20191  0.990  0.684  -0.048
(0.00) 0.00)  (0.00)  (0.00)  (0.41)
In 4F-ASV, -0.275 0264 0780 0984  -0.663 0.756
(0.00) 0.00)  (0.00)  (0.00)  (0.00) (0.00)
In 4F-, 0.244 0200  -0.142  -0.774 0957 -0.094 -0.723
(0.00) 0.00)  (0.01)  (0.00)  (0.00) (0.11) (0.00)
In C-AIV, -0.158 0182 0992  0.697  -0.065 0.996 0.769 -0.118
(0.01) 0.00)  (0.00)  (0.00)  (0.26) (0.00) (0.00) (0.04)
In C-ASV, -0.279 20260  0.646 0989  -0.794 0.628 0.968 -0.808 0.640
(0.00) 0.00)  (0.00)  (0.00)  (0.00) (0.00) (0.00) (0.00) (0.00)
In C-APY, -0.234 0260 0.860  0.820  -0.359 0.821 0.886 -0.481 0.818  0.788
(0.00) 0.00)  (0.00)  (0.00)  (0.00) (0.00) (0.00) (0.00) (0.00)  (0.00)
In C, 0.235 0200 -0.030 -0.672 0918 0017 -0.616 0.954 0009  -0.730  -0.445
(0.00) 0.00)  (0.61)  (0.00)  (0.00) (0.77) (0.00) (0.00) (0.87)  (0.00)  (0.00)




Panel B. Contemporaneous Stock Return Idiosyncrasy and Economic Growth

AlnY, = Aln GDP, Aln [P, Aln GDP, Aln [P, Aln GDP, Aln [P,
Decomposition Baseline definition Carhart (1997) 4-factor Campbell et al (2001)
Regression Al.B.1 Al.B2 AlB.3 AlB4 AlBS5 AlB6 AlB7 AlB8 AlB9 AIlB.10 AlB.Il1 AlB.I2
In A1V, -0.087 0.099 0.072 0.201 0.406 0.263
(0.74) (0.50) (0.79) (0.26) (0.29) (0.26)
In ¢, 0.273 0.304 0.369 0.372 0.360 0.355
(0.18) (0.04) (0.13) (0.04) (0.15) (0.06)
AS, -0.021  -0.023 -0.011 -0.012 -0.021 -0.023 -0.011 -0.012 -0.021  -0.023  -0.011  -0.012
0.01)  (0.00) (0.02) (0.01) (0.00) (0.00) (0.02) (0.02) (0.01)  (0.00) (0.02) (0.02)
TERM, -0.000  -0.000  0.000  0.000 -0.000 -0.000 0.000 -0.000 -0.00l -0.000  -0.000  -0.000
0.97)  (0.60)  (0.70)  (0.94)  (0.90) (0.54) (0.82) (0.94) (0.44)  (0.46) (0.94) (0.79)
ATB, 0.005  0.005  0.002  0.002  0.005 0.005 0.002  0.002  0.005 0.005 0.002 0.002
0.08) (0.07) (0.17)  (0.15)  (0.09) (0.07) (0.15)  (0.12)  (0.06)  (0.05) (0.09) (0.06)
DIV, -0.212  0.031  -0.032  0.105 -0.195 -0.028 -0.051 0.044 -0.438 -0.016  -0.105 0.056
(0.47)  (0.88)  (0.84) (0.47) (0.63) (0.89) (0.74)  (0.76)  (0.26)  (0.94) (0.63) (0.70)
RET, -0.032  -0.027 -0.013 -0.011 -0.031 -0.027 -0.013 -0.010 -0.023  -0.025  -0.009  -0.008
(021)  (028)  (0.46)  (0.53) (0.19) (0.27) (0.46)  (0.53)  (0.38)  (0.30) (0.60) (0.60)
INF, -0.187 -0228 -0.066 -0.089 -0.200 -0.238 -0.078 -0.099 -0.253  -0.254  -0.099  -0.115
0.16)  (0.13)  (0.39)  (0.28)  (0.08) (0.13) (0.34)  (0.25)  (0.09)  (0.13) (0.29) (0.23)
ILLIO: -0.010  -0.010 -0.004 -0.004 -0.010 -0.009 -0.004 -0.004 -0.011 -0.010 -0.005  -0.004
0.03)  (0.04) (0.21) (0.23)  (0.03)  (0.04) (0.20) (0.22)  (0.01)  (0.04) (0.14) (0.19)
In ASV; -0.282 -0.307 -0.381 -0.377 0.044 -0.155
(0.16) (0.04) (0.15) (0.03) (0.85) (0.30)
In APV, -0.825 -0.312
(0.10) (0.23)
AlnY,, 0340 0353  0.078  0.08 0340 0351  0.078  0.085  0.330 0.351 0.072 0.083
0.02)  (0.02) (0.63)  (0.60)  (0.02)  (0.02)  (0.63)  (0.60)  (0.02)  (0.02) (0.66) (0.61)
Adj. R’ 0274 0271  0.165 0.162 0274 0273  0.165 0.163  0.278 0.272 0.163 0.161



Panel C. Predicting Cumulative Economic Growth from Quarter #1 to #+1

AnY, g 41 = Aln GDPyj +; Aln IP.; 1+4 Aln GDPyg +; Aln IP.; 1+; Aln GDPyj +; Aln IP. g +;
Decomposition Baseline definition Carhart (1997) 4-factor Campbell et al (2001)
Regression ~ Al1.C.1 Al.C2 AI.C3 AlC4 AlCS5 AlC6 AlC7 AlC8 AlLCY9 AlLC.10 AlC.11 AlC.12
In ALV, 0.655 0.749 0.925 1.495 0.986 2.231
(0.08) (0.32) (0.02) 0.07) (0.07) (0.03)
In ¢, 0.879 1.681 1.083 2.236 1.034 2.121
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
AS; -0.021  -0.022  -0.053  -0.058 -0.021  -0.022  -0.053  -0.057 -0.021  -0.022  -0.052  -0.056
(0.00)  (0.00)  (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
TERM, 0.002 0.002 0.003 0.002 0.002 0.002 0.002 0.002 0.002 0.002 0.001 0.001
(0.11)  (0.13)  (028)  (0.44)  (0.12)  (0.15)  (0.29) (0.44)  (0.26)  (0.23)  (0.73)  (0.64)
ATB, -0.002  -0.002  -0.001  -0.000 -0.002 -0.001 -0.000 -0.000 -0.001  -0.001 0.002 0.001
(0.46)  (0.55)  (0.91)  (0.95)  (0.58)  (0.59)  (0.95)  (0.98)  (0.79)  (0.76)  (0.75)  (0.84)
DIV, 0.687 0.835 0.484 1.101 0.575 0.663 0.351 0.758 0.456 0.692  -0.333  0.820
0.17)  (0.16)  (0.71)  (0.21)  (0.36)  (0.28)  (0.70)  (0.29)  (0.43)  (0.19)  (0.82)  (0.33)
RET, 0.027 0.031 0.069  0.082 0.029 0.031 0.072 0.083 0.037 0.037 0.101 0.094
(0.20)  (0.10)  (0.06)  (0.04)  (0.13)  (0.09) (0.10)  (0.03)  (0.09)  (0.07)  (0.01)  (0.02)
INF, -0.172  -0.196  -0.400 -0.503 -0.205 -0224  -0.470 -0.560 -0.252  -0.270  -0.644  -0.655
(021)  (021)  (020)  (0.09) (0.17)  (0.15)  (0.08)  (0.06) (0.15)  (0.09)  (0.05)  (0.04)
ILLIO: -0.003  -0.002  0.006 0.007  -0.003  -0.002  0.007 0.008  -0.004  -0.003 0.001 0.006
(0.50)  (0.59)  (0.50)  (0.38)  (0.50)  (0.54)  (0.29)  (0.25)  (0.24)  (0.36)  (0.87)  (0.44)
In ASV, -0.879 -1.684 -1.086 -2.249 -0.475 -0.469
(0.00) (0.00) (0.00) (0.00) (0.02) (0.33)
In APV, -0.764 2.772
(0.22) (0.04)
Adj. R’ 0.233 0.233 0.257 0.252 0.235 0.237 0.265 0.262 0.233 0.233 0.271 0.257



Table A2. Predicting GDP Growth Excluding Government Expenditures

This table predicts next quarter's GDP growth, excluding government expenditures, with current quarter
stock returns idiosyncrasy for the period of 1947Q1-2020Q4. Economic growth is the quarterly growth rate
of GDP minus government expenditures, Aln (GDP —G),+;. Stock returns idiosyncrasy is defined with the
baseline decomposition (equations [1]-[3]), Carhart's (1997) 4-factor model (equation [6]), or Campbell et
al. (2001) decomposition (equation [7]). Control variables, defined in Appendix A, are: change in credit
spread (45), term spread (TERM), change in the ten-year T-bond yields(47B), dividend yield (DIV),
inflation (/NF), market premium (RET), stock market liquidity (/LLIQ), and, in regressions involving In
AlV, systematic return variation (In ASV). Newey-West p-values are in parentheses. Boldface denotes
significance at 10% or better.

AnY; = Aln (GDP — G)+1
Decomposition Baseline definition Carhart (1997) 4-factor Campbell et al (2001)
Regression A2.1 A2.2 A23 A2.4 A2.5 A2.6
In A1V, 0.509 0.626 0.674
(0.02) (0.00) (0.02)
In , 0.535 0.657 0.692
(0.00) (0.00) (0.00)
A4S, -0.007 -0.007 -0.007 -0.007 -0.007 -0.007
(0.05) 0.04) (0.06) 0.04) (0.08) (0.06)
TERM, 0.001 0.001 0.001 0.001 0.001 0.001
(0.05) (0.06) (0.06) (0.06) (0.12) (0.10)
ATB, 0.000 0.000 0.001 0.001 0.001 0.001
(0.87) (0.87) (0.83) (0.82) (0.68) (0.71)
DIV, -0.050 -0.033 -0.161 -0.143 -0.209 -0.126
(0.81) (0.87) (0.45) (0.49) (0.38) (0.52)
RET; 0.034 0.034 0.035 0.035 0.039 0.038
(0.11) (0.10) (0.12) (0.11) (0.09) (0.08)
INF;, -0.089 -0.091 -0.106 -0.109 -0.134 -0.142
(0.31) (0.26) (0.22) (0.16) (0.13) 0.07)
ILLIQ, -0.003 -0.003 -0.003 -0.003 -0.004 -0.004
(0.29) (0.31) (0.26) (0.28) (0.16) (0.21)
In ASV; -0.535 -0.658 -0.324
(0.00) (0.00) (0.01)
In APV, -0.426
(0.13)
AlnY, 0.077 0.078 0.075 0.075 0.071 0.073
(0.66) (0.65) (0.67) (0.67) (0.69) (0.68)
Adj. R’ 0.163 0.166 0.166 0.169 0.165 0.173



Table A3. Stock Return Idiosyncrasy and Investment Dispersion

This table reports the regressions of next quarter (Panel A) or current quarter (Panel B) economic growth on current quarter stock returns idiosyncrasy
and/or investment dispersion. Economic growth is measured by GDP growth, Aln GDP;, or industrial production growth, Aln /P,. Stock returns
idiosyncrasy is defined using the baseline decomposition (equations [1]-[3]), Carhart's (1997) 4-factor model (equation [6]), or Campbell et al. (2001)
decomposition (equation [7]). Investment dispersion (In o/%) is the log variance of quarterly capital expenditure over quarter-beginning net property,
plant, and equipment for CRSP/Compustat Merged firms from 1984Q1 to 2020Q4. The first-order difference is used in the regressions for variables
that failed the DF-GLS unit root test for the period of 1984Q1-2020Q4. These variables are: stock return idiosyncrasy ratio based on Campbell et al.
(2001) decomposition (Aln C-AIV/(C-ASV+APV)), investment dispersion (41lno7,), dividend yield (4DIV), inflation (AINF), and stock market
liquidity (A/LLIQ). Other control variables are: change in credit spread (45), term spread (TERM), change in the ten-year T-bond yields(47B),
and market premium (RET). Newey-West p-values are in parentheses. Boldface denotes significance at 10% or better.



Panel A. Predicting Economic Growth with Stock Return Idiosyncrasy and Investment Dispersion

AlnY; = Aln GDP;+; Aln [P+ Aln GDP+; Aln [P+ Aln GDP+; Aln [P+ Aln GDPi+; Aln [P+
Decomposition Baseline definition Carhart (1997) 4-factor Campbell et al (2001) Excluding AIV
Regression A3 A1 A3 A2 A3 A3 A3A4 A3 A5 A3 A6 A3 A7 A3 A8 A3 A9 A3AI10 A3 A1l A3.A12 A3A.I13 A3.A.14
In AIV; 0.407 0.491 0.492 0.720 0.617 1.149
(0.04) (0.16) (0.01) (0.06) (0.00) (0.00)
In ¢, 0.324 0.410 0.402 0.608 0.008 0.008
(0.03) (0.10) (0.04) (0.02) (0.23) (0.28)
Alnof, 0.017 0.017 0.031 0.031 0.017 0.017 0.032  0.032 0.017 0.018 0.032 0.032 0.017 0.031
(0.10) (0.11)  (0.05) (0.03) (0.11) (0.12) (0.03) (0.03) 0.09) 0.07)  (0.02) (0.02) (0.11) (0.03)
AS; -0.002  -0.001 -0.005 -0.005 -0.002 -0.001 -0.005 -0.005 -0.001  -0.001  -0.005 -0.004 -0.001 -0.004
(0.62) (0.68) (0.25) (0.39) (0.62) (0.70) (0.23) (0.28) (0.68) (0.70)  (0.23) (0.38) (0.83) (0.43)
TERM, 0.001 0.001 0.001 0.001 0.000  0.000  0.001 0.001 0.000 0.000 0.000 0.001 0.000 0.001
(0.42) (0.44) (045 (0.45) (0.45) (0.51) (0.43) (0.45 (0.66) (0.60)  (0.88) (0.56) (0.58) (0.52)
ATB, -0.000 -0.000  0.002  0.002 -0.000 -0.000 0.002  0.002 0.000  -0.000  0.003 0.002 -0.000 0.002
(0.82) (0.82) (0.60) (0.57) (0.82) (0.82) (0.68) (0.68) (0.95) (0.82)  (0.47) (0.62) (0.93) (0.60)
ADIV, 0.669  0.704  0.228  0.258  0.627  0.671 0.153  0.204 0.655 -0.271  0.157 -0.746 0.738 0.307
(0.46) (0.43) (0.83) (0.87) (0.45) (0.46) (0.84) (0.80) (0.34) (0.63)  (0.83) (0.37) (0.33) (0.72)
RET, 0.025  0.024 0.055 0.053 0.026 0.024 0.056 0.053 0.029 0.008 0.063 0.037 0.022 0.050
(0.08) (0.08) (0.01) (0.01) (0.08) (0.08) (0.01) (0.02) (0.03) (0.36)  (0.01) (0.02) (0.11) (0.02)
AINF, 0.090  0.090 0.164 0.164  0.091 0.090  0.165 0.164 0.090 0.039 0.163 0.110 0.089 0.164
(0.20)  (0.19) (0.04) (0.18) (0.19) (0.21) (0.01) (0.01) (0.08) (0.46)  (0.01) (0.15) (0.08) (0.01)
AILLIQ, -0.006 -0.006 -0.010 -0.010 -0.006 -0.006 -0.009 -0.009  -0.006 -0.006 -0.010 -0.010 -0.007 -0.012
(0.48) (0.49) (0.34) (0.43) (0.51) (0.52) (0.41) (0.41) (0.47) 0.41) (031 (0.28) (0.45) (0.33)
In ASV; -0.313 -0.399 -0.386 -0.585 -0.178 -0.058
(0.04) (0.10) (0.03) (0.02) (0.28) (0.81)
In APV, -0.325 -0.916
(0.15) (0.04)
AlnY; -0.271  -0.274 -0.058 -0.061 -0.278 -0.280 -0.072 -0.075 -0.284  -0.248  -0.098 -0.022 -0.255 -0.051
(0.06) (0.07) (0.83) (0.82) (0.04) (0.07) (0.78) (0.77) (0.02) (0.09)  (0.67) (0.93) (0.06) (0.84)
Adj. R? 0.158 0.162 0.242 0247 0.163 0.167 0.255  0.259 0.173 0.177 0.277 0.249 0.143 0.235



Panel B. Contemporaneous Economic Growth, Stock Return Idiosyncrasy, and Investment Dispersion

AlnY, = Aln GDP; Aln IP; Aln GDP; Aln IP; Aln GDP; Aln [P, Aln GDP; Aln IP;
Decomposition Baseline definition Carhart (1997) 4-factor Campbell et al (2001) Excluding AIV
Regression A3B.1 A3B2 A3B3 A3B4 A3BS5 A3B6 A3B.7 A3B8 A3B9 A3B.10 A3B.11 A3B.12 A3B.13 A3.B.14
In A1V, 0.273 0.191 0.420 0.403 0.418 0.627
(0.17) (0.61) (0.04) (0.33) 0.10) 0.09)
In ¢, 0.423 0.426 0.523 0.568 0.002 -0.002
(0.04) (0.19) (0.02) (0.13) (0.20) (0.39)
Alnof, 0.016 0.016 0.032 0.033 0.016 0.017 0.033 0.034 0.015 0.018 0.032 0.035 0.016 0.032
0.00) (0.00) (0.00) (0.00) (0.01) (0.01) (0.000 (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
AS; -0.009 -0.009 -0.016 -0.016 -0.009 -0.009 -0.016 -0.016 -0.008 -0.010 -0.015 -0.017 -0.008 -0.015
(0.14) (0.14) (0.04) (0.04) (0.14) (0.14) (0.05) (0.05 (0.16)  (0.15) (0.06) (0.05) (0.15) 0.04)
TERM, -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.000 -0.001 -0.000 -0.000 -0.000
(0.83) (0.87) (0.74) (0.74) (0.72) (0.73) (0.64) (0.65) (0.62)  (0.73) (0.51) (0.68) (0.78) (0.72)
ATB; 0.000  0.000 -0.000 -0.000 0.000 0.000 -0.000 -0.000 0.001 0.001 0.001 0.000 0.001 0.000
(0.72)  (0.73) (0.98) (0.96) (0.74) (0.75) (0.96) (0.96) (0.36)  (0.59) (0.66) (0.81) (0.62) (0.98)
ADIV, -0.872  -0.947 -2.337 -2.465 -0.922 -0.978 -2.384 -2.482 -0.877 -1.268 -2.275 -2.349 -0.840 -2.313
(0.20) (0.14)  (0.09) (0.09) (0.18) (0.16) (0.08) (0.09) (0.17)  (0.05) 0.07) (0.14) (0.14) (0.08)
RET, -0.030 -0.026 -0.044 -0.038 -0.028 -0.025 -0.041 -0.037 -0.026  -0.028 -0.036 -0.031 -0.032 -0.045
(0.32) (0.34) (030) (0.32) (034 (034 (0.30) (0.31) (0.40) (0.34) (0.38) (0.43) (0.29) (0.29)
AINF, 0.030 0.030 0.014 0.014 0.029 0.030 0.013 0.014 0.026 0.026 0.010 0.029 0.030 0.014
(0.54) (0.52) (0.85) (0.83) (0.57) (0.59) (0.85) (0.84) (0.55) (0.59) (0.90) (0.67) (0.44) (0.86)
AILLIO, -0.002  -0.002 -0.003 -0.003 -0.002 -0.002 -0.002 -0.002 -0.002 -0.005 -0.003 -0.008 -0.003 -0.004
(0.62) (0.60) (0.50) (0.49) (0.71) (0.70) (0.62) (0.60) (0.55)  (0.37) (0.44) (0.28) (0.50) (0.46)
In ASV; -0.444 -0.463 -0.544 -0.606 -0.274 -0.153
(0.04) (0.18) 0.02) (0.12) (0.22) (0.63)
In APV, -0.287 -0.695
(0.26) 0.10)
AlnY;, -0.166 -0.158 0.111  0.124 -0.171 -0.166 0.104 0.112 -0.185 -0.107 0.076 0.152 -0.160 0.112
(0.17)  (0.18) (0.64) (0.61) (0.15) (0.17) (0.66) (0.64) (0.07) (0.36) (0.73) (0.51) (0.16) (0.63)
Adj. R’ 0212 0212 0233 0233 0216 0219 0237 0240 0.212 0.165 0.243 0.215 0.208 0.237



