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Abstract

In this paper, we propose an overreaction detection method to capture price reversals in the
momentum cycle. Motivated by the absence of the momentum effect in investment-grade (I1G)
bonds, which is uncommon for most financial assets, we verify the method by showing
significant improvements in the refined momentum portfolios of U.S. IG bonds from January
1994 to June 2014. The subsample of private or public firms and the relation to investor

sentiment also indicate price momentum for both non-investment-grade (NIG) bonds and IG
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