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Abstract

We test for weak-form efficiency of the efficient-market hypothesis by comparing the prof-
itability of rule-based investment strategies versus a buy-and-hold portfolio. Buy and sell signals
on the S&P 500 Index are generated annually using simple moving averages on price, the price-
to-earnings ratio, the dividend yield, the 10 year Treasury bond yield, and Tobin’s q. We rank
each strategy by expected return and the standard deviation of expected return and find the
buy-and-hold strategy dominates rule-based portfolios after controlling for transaction costs.
(JEL G14, G11)
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