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ABSTRACT  

The purpose of this thesis is to study whether excess risk-adjusted returns can be generated by 

using a net-net investment strategy and to whether these returns are explainable by value and size 

premiums. This study focuses on the Finnish markets and more specifically the First North 

Helsinki alternative exchange. The net-net portfolio is constructed from all stocks trading in said 

exchange during 2015 to 2021. Stocks in the sample are screened to be trading below their 

NCAVPS (Net Current Asset Value Per Share) with a margin of safety.  

 

This thesis uses quantitative methods. The performance of the portfolio is evaluated using three 

different risk adjustment methods: Sharpe ratio, Sortino ratio and Jensen’s Alpha with respect to 

the benchmark index OMX Helsinki GI. The explainability of value and size anomalies is tested 

using the Fama-French three-factor model.  

 

The study finds that statistically significant excess risk-adjusted returns were generated using the 

net-net investment strategy during the research period. The excess returns generated were not 

explainable by value and size anomalies.   

 

Keywords: Net-net, Deep value, Finland, Excess returns 
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INTRODUCTION 

The financial markets’ function and efficiency has been studied extensively for many decades. The 

topic is interesting since much of the population can partake in trading. Many people have some 

interest in doing so and that interest is mainly to generate profits. The research done on the subject 

is often focused on finding the most efficient ways to allocate capital in the financial markets and 

in essence that is also the goal of this thesis. The stock exchange which this study focuses in is an 

alternative one and thus experiences some lack of liquidity. For this reason, the findings from this 

study are more useful to individual investors with smaller amounts of capital than institutional 

investors.  

 

The inspiration for this thesis was a previous study published by Oxman et al. (2011) that studies 

the reasons for excess returns generated by the net-net strategy. The study describes the strategy 

as buying stocks trading below their liquidation value. When this is the case, the downside is quite 

limited with high up-side potential. This investing strategy falls under the broader category of 

value investing characterized by buying stocks when they are trading below their fundamental 

value, so called “net-nets”. It could be argued that the net-net strategy takes a step further and for 

this reason the term Oxman et al. (2011) used, “deep value” seems quite fitting. There is some 

research about value investing strategies in the Finnish markets the results of which indicate that 

implementing these strategies can lead to excess returns (Panula 2009; Haavistola 2010). There is 

significantly less research focusing specifically on the First North exchange or the net-net strategy. 

The published research seems to indicate that value investing strategies perform in line with 

research done on the main stock exchange (Mulari 2017). The lack of research on this topic in the 

Finnish alternative markets provides justification for this thesis. Thus the focus is on testing these 

two hypothesis.  

 

H1: Risk-adjusted returns of the net-net portfolio are greater than the returns of the benchmark 

index. 

 

H2: Excess returns are explainable by the size and value anomalies 
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This thesis will use historical data from the Finnish stock market to simulate a portfolio using the 

net-net method to evaluate historical performance. All stocks traded on the First North Helsinki 

exchange during the research period of 2015-2021 were included in the sample. The portfolio 

returns are then calculated using equal weighing for all stocks. These returns will then be risk-

adjusted with three methods: Sortino ratio, Sharpe ratio and Jensen’s Alpha. These results can then 

be compared to the benchmark index. Using the results the first hypothesis will be tested. 

 

For future research, it would be valuable to know if the returns are simply explained by the value 

and size anomalies or are they not as was the case in the study by Oxman et al. (2011). To 

investigate this the thesis will use the Fama-French three-factor model. The second hypothesis will 

be tested with this model. Based on the results from the model the net-net strategy can possibly be 

optimized further.  

 

The results of this thesis are in line with previous research regarding value investment strategies 

on international markets. Significant risk-adjusted excess returns compared to the benchmark 

index are found when using the net-net strategy. The Fama-French three-factor model did not 

provide statistically significant results. The coefficient values are roughly in line with the study 

done by Oxman et al. (2011), but he model seemed to be a poor fit for this data set and thus it did 

not explain excess returns with statistical significance.  

 

The structure of the thesis is divided into three main parts. Firstly, relevant previous research and 

literature will be covered. This includes Modern Portfolio Theory, the Efficient Market Hypothesis 

and different anomalies found in the hypothesis as well as value investing in general. Hypothesis 

will be deriving from previous literature are presented and will be explored from chapter two 

onwards. Secondly, the data used in the thesis will be presented along with the methods and metrics 

used to analyze data. Thirdly, the empirical section in chapter three reviews the net-net portfolio 

performance in relation to the benchmark index, after which the suggestions are presented 

alongside with the limitations of this study. Finally, the thesis is concluded in chapter four. 
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1. REVIEW OF PREVIOUS LITERATURE 

In this section the previously published literature that presents a framework with which the topic 

of the study can be understood will be presented. First, Modern Portfolio theory is presented since 

it is the basis for the following theories. Second, the Efficient Market Hypothesis will be covered 

along with the anomalies that are found in the markets. Third, value investing in general is 

discussed in a global scale and specifically in the Finnish markets. Furthermore, Post Modern 

Portfolio Theory and the qualities of the exchange in question are discussed.  

1.1. Modern portfolio theory 

The basis for the modern portfolio theory was created by Harry Markowitz in his 1953 paper 

“Portfolio Selection”. His thoughts about the relationship between risk and returns as well as the 

importance of diversification still form the basis for rational investment behavior.  

 

The first point that Markowitz makes is that a rational investor should not base their investment 

decisions in a way that only maximizes expected returns. He suggests that the investor should 

consider expected returns as beneficial and the variance or risk of said returns as negative. This 

leads to the idea that the investor should diversify their investments since that lowers variance and 

is thus desirable. Based on this the expected returns – variance (E-V) rule is formed. It presents 

functions that can be used to calculate the efficient E-V combinations that exist within all of the 

possible ones. He elaborates that the rule does not only suggest that diversification is beneficial, it 

also implies that the way in which we go about diversifying is extremely important. These 

assumptions can be considered the foundation of mean-variance theory in portfolio management. 

In addition, it is important to note that Markowitz does not claim that there are not situations where 

one asset could be desirable to a diversified portfolio, just that in the majority of situations this is 

not the case.  

 

The second point Markowitz makes is the importance of manufacturing a portfolio with assets that 

respond to economic situations differently. A good example of this is the example of a riskless 
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portfolio composed of two risky assets presented by Kim et al., (2013) in their book “Modern 

Portfolio Theory: Foundations, Analysis and New Developments”. In this example two assets A 

and B are examined during a four-year time period. It is demonstrated that they both have 

substantial variability i.e., risk in their returns. When they both are considered together in a 

portfolio with an equal weighing, they produce equal returns yearly, so they appear to have zero 

risk. This is due to them having returns that perfectly correlate negatively.  

 

As is stated by Markowitz his paper does not consider how the investors should construct their 

assumptions with the risks and returns associated with different securities. It is vital for the investor 

to be accurate with these assumptions regarding risks and returns in order to properly evaluate 

their investment decisions. The paper also rules out short selling which is an important part of 

financial markets. Furthermore, it does not include the correlation of different assets’ returns when 

diversifying unlike the earlier example from Kim et al., describes.  

 

The work of Nobel Laureate Harry Markowitz has had a monumental impact on the way asset 

returns and risk is measured, understood, and studied. He pioneered the idea of using statistics to 

study investment behavior. Most if not all of the theoretical and statistical framework used in this 

thesis have their roots in Markowitz’s work. This includes the various risk-adjustment ratios and 

regression models.  

1.2. Efficient Market Hypothesis 

According to the Efficient Market Hypothesis (EMH) it should be impossible for entities that do 

not possess information that is not available for the public to generate excess returns consistently 

(Fama 1970). This is elaborated with the Submartingale Model that first implies a scenario with a 

set of rules: one security, cash and the options to hold, short or hold cash. Based on these rules 

Fama derives the conclusion that buying and holding leads to better returns.  

 

Fama proposed three groups of markets based on the availability of information: The weak form 

that assumes only information about the historical prices is available and it is not possible to predict 

future prices based on historical ones, rendering technical analysis useless. The semi-strong form 

includes clearly publicly available information such as company announcements like stock splits 

and annual earnings reports. The markets adapt rapidly to this information when it is published. 
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Consequently fundamental analysis is rendered useless as all of the data gathered from public 

financial statements has been priced in. Finally, the strong form implies that all investors have all 

information required to accurately price the stock, including insider information. Most of the 

research focusing on market efficiency is done inspecting the weak form (Fama 1991) 

 

The Random Walk Hypothesis states that it is not possible to predict the returns of assets since the 

current price and the future price are independent meaning that the returns on period t do not have 

any influence on returns on period t+1 – in other words it is not possible to predict prices. Rather, 

the price of the asset is determined by all of the information available on the markets thus reflecting 

its intrinsic value (Fama, 1970). According to the hypothesis it is inadvisable to try to use technical 

analysis to generate excess returns i.e trying to “beat the market” since future prices can not be 

predicted by historical ones. In other words it is linked to EMH by abiding by the weak form rules. 

Some researches argue that picking ten stocks at random yields on average similar returns as ten 

stocks picked by a professional (malkiel). Fama suggests that this is only true when stocks are 

picked based on solely technical analysis. He states that financial professionals that use 

fundamental analysis to base their investment decisions will outperform investors who follow a 

buy and hold strategy, as long as they are quicker and more accurate in determening the 

fundamental price of the asset than other players in the markets (Fama, 1995) 

 

Next, we will go over different situations or anomalies that represent discrepancies in the EMH 

and are supposedly a way of generating excess returns by utilizing these pricing errors. In his 

article “The Efficient Market Hypothesis and Its Critics” (2003) Burton Malkiel goes through 

possible situations in which the markets are predictable and lead to the possibility of market 

outperformance. These situations highlight some possible flaws in the EMH and can at times be 

used to create a source of excess returns by exploiting these market imperfections.  

 

Makiel (2003) calls one of these anomalies Long-Run Return Reversals which depicts the situation 

in which the return of a stock correlates negatively with future returns. This means that if the stock 

has had a history of lousy returns the probability of good ones in future periods is high. Possible 

reasons for this effect might be the investors overreacting to good and bad news alike, which drives 

the stock price away from their true value (De Bondt and Thaler 1985). Due to this, stocks might 

be momentarily over or undervalued but they return to their true value in the long run, hence the 

name. Although Makiel does cite the study by Fluck, Malkiel and Quandt (1997) in which 

statistical evidence was found for the phenomenon. The problem was that the stocks that produced 
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excess returns in the first period fail to outperform in subsequent periods, leaving investors unable 

to harness these excess returns.  

 

Another anomaly relevant for this thesis is the value anomaly, according to which the stocks with 

low Price-to-Earnings (P/E) ratios i.e., stocks that are cheaper with respect to their ability to 

generate profits have been historically shown to generate higher returns compared to other stocks. 

Up to 40 percent of the variance of future returns can be explained using a price-smoothed P/E 

ratio Campbell and Shiller (1998). In addition, the Price-to-Book (P/B) ratio is also used often to 

identify value stocks.  

 

The size effect is the effect of small company stocks having favorable returns when compared to 

large company stocks (Malkiel 2003). Historically, in the United States market it was thought that 

smaller companies had clearly higher monthly returns when compared to large companies (Fama 

and French 1993). The small firm size effect is also present outside the United States, and it affects 

returns significantly in developed markets globally (Hou et al 2019).  

 

One explanation for this phenomenon might be the fact that small companies are often associated 

with liquidity risk, since the trading volumes are considerably lower compared to bigger 

companies (Crain 2011). This is supported by a study conducted by Ashparova et al. (2010) found 

that although microstructure noise explained a significant amount of the excess returns associated 

with illiquid stocks during 1926 to 2006, it did not fully explain the phenomenon. The 

aforementioned study found the illiquidity premium to be 0,18% monthly after correcting for 

microstructure biases. In addition, as suggested by Crain (2011), the size of the market might 

influence the financial conditions of a company, making them more vulnerable to external shocks 

that may lead to higher financial distress events and bankruptcy rates in smaller firms than in larger 

ones. Another possible explanation has to do with the greater concentration risk in smaller firms 

because they tend to rely on fewer sources of financing than large corporations (Crain 2011). 

Alternatively, some studies have presented evidence that, at least in the United States, the effect is 

only present in very small companies with under $5 million market values (Horowitz et al, 2000) 

 

The paper written by Arbet et al (1983) describes The Neglected Firm Effect as behavior of 

investment institutions and their preference for concentrating on large companies on the market 

leaving some – usually smaller companies neglected. This leaves some companies with low or no 

analyst coverage which in turn results in information about said companies spreading slower 
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(Hong, Lim, and Stein, 2000). In addition, the low liquidity and company size impose structural 

difficulties for institutions such as requirements for insider reports for the Securities and Exchange 

Commission and possible requirements for managerial input. The aforementioned study found 

significant evidence about the effect and that neglected companies produced excess returns during 

1970 to 1979. More recent studies have also found that even after correcting for risk and the size 

effect, neglected companies with low liquidity and price produce excess returns (Oxman et al 

2011). 

1.3. Value investing 

Value investing as a strategy is based on purchasing stocks that are cheap relative to earnings, 

dividends, book value or other fundamental measures of value. There is no universally accepted 

formula for defining value stocks and usually many financial ratios are used to identify value 

stocks. And although the strategy has faced substantial academic criticism, strategies that are based 

on the fundamental idea of value investing have outperformed the market on many occasions 

(Lakonishok et al, 1994). This study identifies value stocks based on the Net Current Asset Value 

Per Share (NCAVPS) as suggested by Oxman et al (2011) to construct a net-net portfolio. The 

formula for NCAVPS is presented below: 

 

𝑁𝐶𝐴𝑉𝑃𝑆 =
(𝐶𝐴−𝑇𝐿)

𝑇𝑆𝑂
                   (1) 

where 

𝑁𝐶𝐴𝑉𝑃𝑆 − net current asset value per share, 

𝐶𝐴 −  current assets, 

𝑇𝐿 −  total liabilities, 

𝑇𝑆𝑂 −  total shares outstanding. 

 

The formula is slightly modified to exclude preferred shares. This modification was done due to 

the inconsistency of data availability and to keep the sample size at a reasonable level.  

 

Since the strategy is based on finding stocks that are cheap, and the market price of stock is 

reflective of the consensus of the collective agents that take part in said market, this leads to the 

conclusion that investors following the strategy often swim against the current. This is called 

contrarianism and it might be one of the reasons for the higher returns associated with value 

investing. One benefit of this is that it leaves the followers of this strategy on the winning side of 

the trade as the wider markets overreact to either positive or negative information that leads to 
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mispricing. (De Bondt and Thaler 1985). Value investors use this mispricing as an advantage when 

they effectively bet against the market consensus that the value stocks will continue to do badly 

(Lakonishok et al, 1994).  

 

There is some research regarding value investing in Finland specifically (Dadydov et al. 2016; 

Haavistola 2010; Pätäri et al. 2010; Panula 2009;). These have a focus on more well known value 

investing strategies as studies regarding the net-net method were not found. The research done in 

the Finnish markets suggests that the results are roughly in line with research done globally in the 

sense that they have historically outperformed the market and glamour stocks. These studies have 

focused on the main list of the Helsinki stock exchange.  

1.4. Post-Modern Portfolio Theory 

One major critisism for the MPT is that it considers both downside and upside variations as 

negative, when using factors like the Sharpe ratio. Assumably for many investors upside variatios 

i.e. returns that deviate largely form the mean positively are not undesirable. This was 

acknowledged by Markowitz and Sharpe and the use of semi-variance was proposed to address 

the problem (Sharpe 1964). Post-Modern Portfolio Theory (PMPT) attempts to address these 

problems using the methods proposed by Markowitz. PMPT measures risk by downside volatility 

(semi-variance) which is undesireable for investors. In accordance Rom et al. (1993) argue that 

upside volatility is desirable. It is in fact hard to think of a reason why investors would view large 

returns as undesirable or as risk. Furthermore, MPT requires normally distributed retruns, however, 

often the case is that the returns not normally distributed. PMPT method provide better analysis of 

skewed returns.  

1.5. First North stock exchange 

Since the OMX First North is an alternative exchange the properties and differences to the main 

OMX exchange will be discussed in this part. Like the main list, it is operated by Nasdaq since 

2007. Exchanges with a similar name and function operate in other nordic countries as well. It 

serves as a marketplace for smaller companies to raise capital, grow and prepare for moving to the 

main list. Regulations also differ from the main lists since it is treated as a Multilateral Trading 

Facility (MTF). Main differences being lower free-floating stock, no market cap requirements, no 
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corporate governance code and the ability to use local accounting standards instead of IFRS when 

compared to the main list. The alternative list did not gain much attraction at first in Finland, with 

its first listing being in 2012 five years after the launch with Siili Solutions Oyj. In other countries 

such as Sweden the exchange has seen more interest and as of today 519 companies are listed 

compared to the 59 in the Finnish list. 

 

Intuitively it could be assumed that companies on this alternative list, that are smaller and for this 

reason often left with less analyst coverage in comparison to the main list be attractive to investors 

due to the neglected firm and size effects discussed previously. Another potentially quite 

significant factor might be illiquidity as smaller firms are associated with more liquidity risk (Crain 

2011). It widely known that large institutions provide liquidity to the markets and although the 

share of small cap stocks in institutional portfolio allocations has increased at least in the United 

States (Blume et al 2012) it continues to capture less of the institutional capital globally compared 

to large cap stocks (Roach 2022). Since these institutions handle large amounts of capital, investing 

in companies with low volume might not be feasible and this leads to lower liquidity in these 

assets. The impacts of institutions on the liquidity of stocks traded in the First North exchange is 

not researched, but it can be assumed that this affect First North as well.  
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2. DATA AND METHODOLOGY 

In this section the data collection and methods used in the empirical part of the study will be 

presented. The sample contains all companies in the OMXH First North list during January 2015 

to January 2022. Thus the research period is seven years long during which one year was a time 

of economic contraction in Finland.  

 

This thesis is inspired by a previous study done by Oxman et al. (2011), which examined the 

reasons for the performance of the net-net strategy with the Fama-French three-factor model. The 

net-net portfolio is created using a similar, although simplified, method that is used in said study. 

The simplification is due to the considerably smaller sample size which was the result of the 

geographical scope of this thesis. The risk-adjusted returns are examined with similar methods that 

are used exceedingly in previous research.  

2.1. Data gathering 

Data was mainly gathered using the Thomas Reuters EIKON software. The sample contained 36 

companies and 126 firm years of data with the timeframe of January 2015 to January 2022. The 

number of companies increased over the timeframe. In addition, the Finnish 10 year government 

bond yield data was collected. Price data of the benchmark index was collected from the Nasdaq 

web sources. In addition, the SMB and HML values for the Fama-French three-factor model were 

gathered online from the Kenneth R. French data library. The European 3 Factors was used since 

there was no more specific geographical cropping available. A Microsoft Excel file composed of 

this data was compiled for further calculations. 

 

First, the Net Current Asset Value Per Share (NCAVPS) was calculated for each company with the 

formula 2 presented below. Normally preferred stock would be subtracted from Total Current 

Assets as well but this was not possible since software available to the author for data collection 

did not provide adequate data on this variable. 
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Second, a dummy variable was created to identify the stocks that were trading at ⅔ of their 

NCAVPS. This was done in Excel with an “=IF” function that returned the value of 1 if the function 

was true.  

 

𝑃𝑟𝑖𝑐𝑒 𝑐𝑙𝑜𝑠𝑒 ∗ 0,67 < 𝑁𝐶𝐴𝑉𝑃𝑆                 (2) 

 

This was calculated for each stock, each year to filter out the stocks that did not meet the criteria 

for that specific year.  Third, the holdings of the portfolio were composed. This was done separately 

for each year since annual rebalancing was used. All stocks were given an equal weight in the 

portfolio for each year. Yearly returns for the stocks and the portfolio were calculated along with 

the yearly betas for each company and the portfolio, with respect to the First North All-Share index 

as described earlier. Finally, the excess returns of the portfolio were calculated by subtracting the 

geometric average annual yield of the 10 year Finnish government bond from the portfolio returns.  

2.2. Benchmark index and risk-free return 

The returns of the net-net portfolio will be compared to the OMX Helsinki Growth Index 

(OMXHGI). This index was chosen since it represents the overall Finnish market and takes 

dividends into account. The companies on the index are weighed by market cap. A weight capped 

version of this index is also available, but the OMXHGI gives a more accurate picture on the actual 

state of the market and was thus chosen. Figure 1 below presents the price development of the 

index in the research period. 

 



18 

Figure 1. OMXHGI price development 

 

 

Source: Nissinen (2022), author’s calculations based on data gathered from Nasdaq (2022) 

 

From figure 1 it can be seen that the research period is charecterized mainly by growing markets. 

Until the beginning of 2020 a trend of quite stable modest growth can be seen, after which a sharp 

decline caused by the Covid-19 pandemic followed by rapid growth. The cumulative returns of 

the net-net portfolio and the benchmark index were calculated using formula 4. 

 

[(1 + 𝑟1) ∙ (1 + 𝑟2)(1 + 𝑟3) ∙ … ∙ (1 + 𝑟(𝑛))]
1

𝑛 − 1              (4) 

where 

𝑟 −  annual returns, 

𝑛 −  number of years. 

 

The Finnish 10 year government bond yields were chosen to represent the risk-free rate. They are 

used by the Finnish government to fund the national debt. The reason for choosing these bonds for 

the risk-free rate is that they are backed by the Finnish government it is extremely unlikely that 

they will default on their payments. This yield also reflects the overall sentiment on the Finnish 

economy.  
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2.3. Research methods 

In order to properly review the performance of the portfolio the returns will need to be risk 

adjusted. The reason for risk-adjusting is that given similar returns between two portfolios, it is 

reasonable to prefer the one with lower volatility (Bacon, 2012). Among the different types of risk 

this thesis is intrested in market risk, since it can be measured using statistical methods. The 

reasons for possible excess returns will be tested using regression analysis with the Fama-French 

three-factor model.  

2.3.1. Sortino ratio 

Sortino ratio follows the PMPT’s assumption that only negative risk i.e., downside risk should be 

adjusted for. The practicality of using risk-adjustmets that focus on downside risk is apparent when 

the sample data contains significant upside volatility. This upside volatility can make the strategies 

risk-adjusted returns appear unfavorable when more traditional risk measures such as the Sharpe 

measure is used. For the aims of this thesis there are not any reasons to avoid upside volatility. 

Therefore, this thesis will use the Sortino ratio to statistically evaluate the net-net portfolio 

performance in relation to the benchmark. Formula 3 that is used to calculate Sortino ratio is 

presented below (Dadydov et al 2016). 

 

𝑆𝑅𝑝 =
𝑅𝑝−𝑀𝐴𝑅

√
1

𝑛
∑ (𝑅𝑝−𝑀𝐴𝑅)

2
𝑅𝑝<𝑀𝐴𝑅

                  (4) 

where 

𝑅𝑝 −  portfolio returns, 

𝑀𝐴𝑅 − minimum accepted return, 

𝑛 −  number of samples. 

 

MAR is described by being the rate of return that has to be achieved in order not to fail reaching 

an important financial goal (Rom et al 1993). For the purposes of this thesis the MAR is set as the 

geometric average yield of the Finnish 10 year government bond. This is the risk-free return that 

an investor could have achieved in this period and thus returns lower than it can be considered 

unsatisfactory. The first hypothesis will be tested with the Sortino ratio.  

2.3.2. Sharpe ratio 

Using the Sharpe ratio is one of the most common ways of evaluating portfolio performance. It is 

essentially the ratio with which the portfolio generates returns with regards to its risk level; the 
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higher the ratio the higher the returns per unit of risk (Bacon, 2012).  Despite its popularity, there 

are numerous problems with the Sharpe ratio. Since it is based on the mean-variance theory 

covered in section 1.1 it will not apply well to sample data that does not follow normal distribution 

or has high excess returns (Maclean et al. 2010). This description, however, describes the sample 

data very well. The ratio will be included in this thesis due to its frequent use is similar studies as 

an additional way to evaluate performance. The formula used to calculate Sharpe ratio is presented 

below.  

 

𝑆ℎ𝑎𝑟𝑝𝑒 𝑅𝑎𝑡𝑖𝑜 =  
(𝑅𝑝−𝑅𝑓)

𝜎𝑝
                  (5) 

where 

𝑅𝑝 −  portfolio returns, 

𝑅𝑓 −  risk free rate, 

𝜎𝑝 −  standard deviation of excess portfolio return. 

2.3.3. Jensen’s Alpha 

Jensen’s measure was created by Michael Jensen in 1968. It is one of the oldest methods of risk-

adjusting returns predated only by the Treynor Ratio that was created in 1967. Based on the Capital 

Asset Pricing Model (CAPM) it is used to risk-adjusted excess returns (Bacon, 2012). Formula 

used to calculate Jensen’s Alpha is presented below 

 

𝐽𝑒𝑛𝑠𝑒𝑛′𝑠 𝐴𝑙𝑝ℎ𝑎 = 𝑅𝑝 − (𝑅𝑓 + 𝛽(𝑅𝑚 − 𝑅𝑓))       (6) 

where 

𝑅𝑖 −  portfolio returns, 

𝑅𝑓 −  risk free rate, 

𝑅𝑚 −  benchmark returns, 

𝛽 −  portfolio beta. 

 

Jensen’s alpha is also used often to risk-adjust portfolios. The measure simple to interpret since it 

tells the risk-adjusted excess returns with respect to the benchmark index (OMXHGI). In other 

words, with a negative alpha the investor would have been better off investing in a market 

portfolio. However, it does not account for market anomalies, and is thus susceptible to 

exacerbating returns on portfolios that take advantage of market anomalies.  

2.3.4. Fama-French three-factor model 

The Fama-French three-factor model adds to the CAPM in the form of two extra variables: small 

minus big (SMB) and high minus low (HML). These two variables are added to the formula in 
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order to account for the value anomaly and the small firm size effect discussed previously. It is 

used rather than CAPM since it explains the returns more accurately. An Ordinary Least Square 

(OLS) regression analysis will be used to evaluate excess returns and to test H2. Formula that will 

be used is presented below. 

 

𝑅𝑖𝑡 − 𝑅𝑓𝑡 = 𝑎𝑖𝑡 + 𝛽1(𝑅𝑀𝑡 − 𝑅𝑓𝑡) + 𝛽2𝑆𝑀𝐵𝑡 + 𝛽3𝐻𝑀𝐿𝑡            (7) 

where 

𝑅𝑖𝑡 −  Total portfolio returns, 

𝑅𝑓𝑡 −  Risk free rate, 

𝑎𝑖𝑡 −  Excess returns, 

𝑅𝑀𝑡 −  Market returns, 

𝑆𝑀𝐵𝑡 − Size premium (small minus big), 

𝐻𝑀𝐿𝑡 − Value premium (high minus low), 

𝛽1,2,3 − Factor coefficients. 

 

The values for the size and value premium coefficients were acquired from Dr. French’s website. 

Unfortunately the data obtained to calculate the model is meant for the broad European markets, 

but it will be used in the lack of more specific data. The coefficients for the three different variables 

describe the sensitivity with which the excess returns of the net-net porfolio are effected. The 

market returns coefficient tells the beta of the excess returns as CAPM would. The size premium 

coefficient gives us insight on the relationship between the net-net portfolio and the overall 

performance of small cap stocks in the European markets. The case is similar with the value 

premium coefficient, but it instead is used to evaluate the relationship between the portfolio and 

the relationship between growth and value stocks. The value for these coefficients is calculated by 

first constructing large cap, small cap, value and growth portfolios from stocks traded in European 

markets. The indicator for value stocks is the P/B ratio. The returns derived from these portfolios 

is used to calculate the coefficient values. For the size premium it is the average returns of three 

small cap portfolios minus three big portfolios. As for the value premium it is calculated in a 

similar manner. Thus, these values give an indicator of how differents kinds of stocks are 

performing in the European markets. As with all of the previous formulas, the risk-free rate is 

derived from the geometric mean of Finnish 10 year government bond yields.  
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3. FINDINGS AND DISCUSSION 

In this chapter the key results of the empirical part will be examined along with their statistical 

significance. The goals of this study were to research wheter it is possible to generate excess 

returns with a net-net investment strategy and to research to what extent the value and size 

anomalies explained these returns. The research period was from 1.1.2015 to 1.1.2022 and the 

relevant data was obtained for stocks trading in the OMX Helsinki First North exchange. For 

context this period contained one year of negative GDP growth in Finland with -2.3 percent in 

2020 (Statistics Finland, 2022). The returns will be compared to the OMXHGI that reflects the 

overall returns of the Finnish market.  

3.1. Performance of a net-net portfolio 

Table 1 below contains the annualized geometric means of the returns for the portfolio and the 

benchmark index along with key descriptive statistics and the risk measures used to evaluate 

performance. All of the returns are calculated using geometric mean as is appropriate.  

 

Table 1. Overview of risk-adjustment measures 

 

 Net-net portfolio OMXHGI 

Returns p.a (%) 19.75 10.49 

Volatility p.a (%) 38.12 9.99 

Skewness 1.66 -1.24 

Kurtosis 3.18 1.15 

Sharpe ratio 2.14 2.14 

Sortino ratio 0.63 0.57 

Jensen’s Alpha (%) 13.47 – 

Source: Nissinen (2022), author’s calculations based on data gathered from Thomson Reuters 

Datastream (2022) and Nasdaq (2022) 
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From table 1 we can see that the annualized returns for the net-net portfolio were almost double of 

compared to the benchmark’s with the annualized volatility being close to four times larger. During 

the research period, the net-net portfolio had two years of negative returns in 2018 and 2021 while 

the benchmark had only one year of negative returns in 2018, this negative return was also slightly 

smaller compared to the net-net portfolio. Out of the seven years the net-net porfolio returns 

exceeded the benchmarks in three years 2015, 2019 and 2020. However, during these periods the 

amount with which the benchmark returns were exceeded was quite large. Returns of the net-net 

portfilio are skewed and have extremely high kurtosis. In comparison the benchmark index is left 

skewed and has little kurtosis. Jensen’s Alpha of 13.47 percent per annum indicates that excess 

returns were achieved when assessing using the CAP model.  

 

Figure 2 illustrates the returns with a graph of cumulative of the benchmark and the net-net 

portfolio. These cumulative returns are calculated using an initial investment of 1000€ in the 

beginning of the research period.  

 

Figure 2. Cumulative returns of net-net portfilio and benchmark index 

 

Source: Nissinen (2022), author’s calculations based on data gathered from Thomson Reuters 

Datastream (2022) and Nasdaq (2022) 
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The cumulative returns remained higher for the net-net portfolio during the research period. We 

can see from figure 2 that returns on the net-net portfolio moved quite similarly to the benchmark 

index until 2019 when the difference in returns significantly increased. This difference was largely 

driven by two stocks generating significant returns during 2019 and 2020.  

 

Of course, these returns have risk-adjusted to properly evaluate their performance in relation to 

the risk taken. Perhaps surprisingly, the Sharpe ratios for the portfolio and the benchmark are quite 

similar at 2.139 and 2.145 respectively. This suggests that the net-net portfolio does not achieve 

returns in excess of its risk level when compared to the benchmark index. Sharpe ratio, however, 

takes into account the upside risk, in other words, abnormally high returns can result in lower 

Sharpe ratios. As stated previously the Sharpe ratio will not be used to confirm hypothesis but 

rather as an additional complementing measure. 

 

The measure with which the statistical analysis of hypothesis 1 is conducted is the Sortino ratio. 

There are two main reasons why Sortino ratio was chosen to test the hypothesis. Firstly, it is 

suggested by Sharpe and Markowitz that a measurement of this kind would be better in risk-

adjusting than the Sharpe ratio and that computational limitations restricted them creating one 

(Sharpe 1964). Secondly, the net-net portfolio has periods with quite substantial upside volatility, 

a fact that distorts the Sharpe ratio. These reasons can also be seen in the results of the two ratios. 

The net-net portfolio has a higher ratio of 0.63 compared to the benchmark index’s 0.57, but as 

discussed the Sharpe ratios are remarkably similar. This suggests that the downside-risk of the net-

net portfolio is lower than that of the benchmark index. The results for the Sortino ratio were 

statistically significant with the critical value of p<0.05. Thus we can reject the null hypothesis 

and confirm hypothesis 1 to be correct.  

 

In the next section, the results of the regression analysis used to test the second hypothesis will be 

discussed. As previously mentioned, the Fama-French three-factor model was used to evaluate 

wheter possible excess returns would be explainable by the value and size anomalies. The values 

for the SMB and HML variables that were acquired from Dr. French’s website. Other variables 

were calculated using the monthly price data obtained from Thomson Reuters databank. Figure 4 

below contains the results of the OLS-regression analysis. 
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Table 2. Results of Fama-French three-factor model 

 

 Net-net portfolio 

Alpha p.a (%) 9.557 

t-value 0.773 

p-value 0.441 

Market -0.208 

t-value -0.981 

p-value 0.329 

SMB 0.003 

t-value 0.640 

p-value 0.524 

HML 0.000 

t-value -0.059 

p-value 0.953 

R2 (%) 1.658 

Source: Nissinen (2022), author’s calculations based on data gathered from Thomson Reuters 

Datastream (2022), Nasdaq (2022) and Kenneth R. French data library (2022). 

 

The results of the regression analysis could be described as counterintuitive. Fistly, the R2 is very 

low at 1.658 percent. This indicates that only that percentage of the variation in the net-net 

portfolios monthly excess returns can be explained by the three factors. Furthermore, it could be 

assumed that this type of portfolio would perform well when value stocks and small cap stocks are 

performing well in the markets, however, the coefficients seem to indicate that those factors have 

negligible impact on the excess returns of the net-net portfolio. The beta for these excess returns 

is also slightly negative indicating that the net-net portfolio generates less excess returns when 

markets are experiencing growth. The alpha is smaller with the three-factor model in comparison 

to the CAPM as is to be expected. None of the variables in the model were statistically significant. 

For this reason we can conclude that the model could not explain these excess returns and thus we 

reject hypothesis 1. These results were calculated using monthly data, but the alpha was annualized 

for easier interpretation.  
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3.2. Discussion 

The risk-adjusted returns indicate that a portfolio generated with a net-net strategy was able to 

create risk-adjusted excess returns. This finding is in line with the broader field of studies done 

with different value investing strategies in that excess risk-adjusted returns have been found 

(Oxman 2011, Lakonishok, Shleifer and Vishny 1994). Similar results have also been found in 

studies researching the Finnish main stock exchange (Olin, 2011, Mulari 2017, Haavistola, P. 2010 

& Panula, M. 2009). Since there is not any previous studies researching the returns of the net-net 

strategy in Finnish alternative markets, comparisons are done with the broader spectrum of value 

investing strategies.  

 

The results for the regression analysis are partly in line with previous research. Oxman et al. (2011) 

notes that SMB and HML coefficients did not have significant relation to the excess returns for 

the most part. But in contrast to this thesis, the previous study had statistically significant alpha 

and the beta remained positive and statistically significant. The R2 also remained under 5% in the 

previous study. It appears that the properties of excess returns generated with the net-net strategy 

differ from those gained from a P/E or P/B portfolio for example. The negative beta on excess 

returns can be interpreted as the net-net portfolio losing excess returns when the markets are 

experiencing growth. Further research is needed in order to indentify the reasons for excess returns 

obtained using the net-net strategy.  This is contradictory to the betas achieved from CAPM, but it 

is important to note that none of these values are statistically significant, and thus the second 

hypothesis was rejected.  

 

When comparing the Sortino ratios, we find that the net-net portfolio produced statistically 

significant risk-adjusted excess returns during the research period. This implies that the net-net 

portfolio was able to generate better returns after downside risk was accounted for. The Sharpe 

ratio is higher for the benchmark index albeit the difference is very slight. The difference in the 

results of the two seems quite intuitive since the net-net portfolio has large upside volatility which 

affects Sharpe ratio negatively. The positive Sortino ratio is in line with some previously done 

research (Dadydov et al 2016). The similar Sharpe ratios between the net-net portfolio and the 

benchmark seems to be different compared to previous research in the Finnish markets that focuses 

on different value strategies (Dadydov et al 2016). In addition to the net-net strategy, factors like 

research period and thus risk-free rate and the different benchmark index have an impact on this 

result. Other explanation for this result could be the increased volatility of small cap stocks that 
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were used in this study compared to the main list stocks that have inherently larger capitalizations 

in previous studies on the subject. All of these factors have an impact on the comparability between 

this thesis and previous studies done on value investing.  

 

From these results we can derive the conclusion that implementing a net-net investment strategy 

seems to be a more efficient way of allocating capital when compared to investing in the overall 

markets. Altough the net-net strategy significantly more volatile than the benchmark it yields better 

risk-adjusted returns when downside risk is considered. These returns were not explainable with 

value and size anomalies according to the Fama-French three-factor model.   

3.3. Limitations of the study 

Sample size is significantly smaller compared to the previous studies since the activity in the 

Finnish alternative exchange is understandably lower when compared to bigger economies, based 

on which the studies such as Oxman et al (2011) are made. The relatively low sample size affects 

the reliability in a negative manner. Due to this the recommendations that will be made won’t be 

as robust and might not have the same impact as the findings of the studies that have larger sample 

sizes. In order to rectify these issues the model could be adjusted more specifically for Finnish 

markets. This might include recalculating the coefficients in the model.  

 

Another limitation is the geographical cropping of this study, focusing only on the Finnish stock 

market. It is likely that if a study would be done in a similar manner in other countries and 

exchanges the results would vary. As an example, a study by Chen & Chang (1998) found that the 

prevalence of value anomalies differs when comparing stable markets and mature markets to 

rapidly growing ones. The Finnish stock market can be considered quite stable and mature in 

contrast to the rapidly growing ones mentioned in the study like Thailand and Taiwan and should 

thus contain companies that are affected by the anomaly. For the purposes of this study, however, 

the scope seems adequate.  

 

For the data, the Thomson Reuters database provided good data on price. When it comes to the 

other values such as total current assets, total liabilities, and preferred stock outstanding there were 

large deficiencies that inevitably affected the sample size. In addition, as previously mentioned the 

coefficients for the Fama-French three-factor model provided by Kenneth R. French database were 
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calculated for the broader European markets and not specifically for Finland. These two factors 

might affect the robustness of the data and the subsequent recommendations. 

 

To conclude this section, all of the limitations of this study stem from its scope and cropping. There 

is not much research done on the Helsinki First North market and the net-net strategy. This poses 

a challenge since comparing this study to previous ones might not lead to accurate conclusions 

since the topic and scope varies slightly. However, comparisons are done on a more broad scale as 

was necessary. In essence this meant that the net-net portfolio was compared to other value 

strategies that are usually more simple in their implementation. In addition most of the research 

done on the Finnish markets focuses on the main OMX Helsinki list. 
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CONCLUSION 

This thesis evaluated the performance of a deep value investment strategy in the Finnish alternative 

stock exchange OMXH First North during the period 2015-2021. The goal of this research was to 

test wheter it was possible to generate excess risk-adjusted returns in comparison to the OMXHGI 

benchmark index and wheter or not excess returns were explainable by value and size anomalies. 

The portfolio was constructed using a net-net investing strategy and its risk-adjusted returns were 

compared to the benchmark by using the Sortino ratio, the Sharpe ratio and Jensen’s Alpha. The 

explainability of the value and size anomalies on the excess returns of the net-net portfolio was 

tested with Fama-French three-factor model.  

 

There has been extensive research on the subject of value investment strategies outperforming the 

markets in North America and in other developed countries. This research is, however, usually 

based around strategies that involve buying stocks based on financial ratios like P/E, P/B, P/CF et 

cetera and there is less research considering the net-net method. There is not surprisingly less 

research done on value investing in the Finnish markets and it is mainly focused on the main 

exchange and the previously mentioned methods of value investing. Since there is no previous 

research covering the net-net method on the Finnish alternative exchange the research is not 

directly compareable. Previous research does provide a framework that can be used to reflect the 

results of this study to, since it considers strategies that are charecterized as value investing as is 

the case with this thesis. Previous findings indicate that different value investing strategies have 

been able to generate excess risk-adjusted returns rather consistently throughout modern stock 

market history. These excess rerturns have been explained using the value and size anomalies in 

some previous research, while others have found that they only in partly explained the returns. 

Thus research suggests that there are situations in which other factors need to be added to fully 

explain excess returns.  

 

This study finds statistically significant risk-adjusted excess returns with respect to the benchmark 

index when using the net-net investment method. The annual results of the net-net portfolio were 

higher along with the annual volatility in comparison to the benchmark. Jensen’s Alpha indicated 
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excess annual returns of 13.47 percent for the net-net portfolio. Sharpe ratio indicated that the risk-

adjusted returns were more favourable for the benchmark index by a small margin. The Sortino 

ratio which takes into account only the downside risk indicated that statistically significant excess 

returns were achieved using the net-net method, cofirming the first hypothesis. These results seem 

to suggest that the upside volatility of the net-net portfolio affected its Sharpe ratio negatively. The 

Fama-French three-factor model had results that were in line with the study that insipired this 

thesis. These results showed that unlike might be expected, the value and size premium coefficients 

had very minimal effects on the excess returns of the net-net porfolio. Contrary to previous 

research, the excess returns seem to have a negative beta, meaning that they decrease when the 

market is experiencing growth. The coefficients of the value and size variables in the three-factor 

model  had no statistical significanse and thus the second hypothesis was rejected. The model also 

indicated a 9.5 percent annual alpha, but as with the other coefficients this result was not 

statistically significant. These results could be a result of the coefficient data being calculated for 

broader European markets and the limited sample size.  

 

Investment behaviour that is based around finding undervalued assets is crucial to price discovery 

and in making the markets efficient. This thesis focused on the alternative First North exchange 

that has lower trading volumes than the main list in part due to institutional investors being less 

likely to invest in these assets. Therefore, research that studies the strategies that can be 

implemented by retail investors is important to make the markets more liquid and efficient. As 

stated before, the amount of research focusing on alternative exchanges is scarce and more is 

needed in order for investors to allocate their capital in the most effective way. Future research 

could focus on the performance of different strategies in these exchanges and the reasons 

explaining that performance. In addition, better fitting models could be used to identify the reasons 

for excess returns, since understanding these reasons might assist in creating more efficient 

strategies for capital allocation. Different variables could be added to the model in an effor to find 

the reason for excess returns. The coefficients for the value and size anomalies could be calculated 

for Finnish markets specifically and additional coefficients could include analyst coverage and 

stock price, as this has been found to explain the results in previous studies.  

 



31 

LIST OF REFERENCES 

Arbel, A., Carvell, S., & Strebel, P. (1983). Giraffes, institutions and neglected firms. Financial 

Analysts Journal, 39(3), 57-63. https://doi.org/10.2469/faj.v39.n3.57 

 

Asparouhova, E., Bessembinder, H., & Kalcheva, I. (2010). Liquidity biases in asset pricing 

tests. Journal of Financial Economics, 96(2), 215–237. 

https://doi.org/10.1016/j.jfineco.2009.12.011 

 

Bacon, C. R. (2012). Practical risk-adjusted performance measurement. John Wiley & Sons, 

Incorporated. 

 

Campbell, J. Y., & Shiller, R. J. (2001). Valuation Ratios and the Long-Run Stock Market 

Outlook: An Update. National Bureau of Economic Research Working Paper Series, 

No. 8221. doi:10.3386/w8221 

 

Chen, N., & Zhang, F. (1998). Risk and Return of Value Stocks. The Journal of Business, 71(4), 

501–535. https://doi.org/10.1086/209755 

 

Ciftci, M., Lev, B., & Radhakrishnan, S. (2011). Is Research and Development Mispriced or 

Properly Risk Adjusted? Journal of Accounting, Auditing & Finance, 26(1), 81–116. 

https://doi.org/10.1177/0148558X11400581 

 

Crain, Michael A. (2011) A Literature Review of the Size Effect. SSRN Electronic Journal. 

http://dx.doi.org/10.2139/ssrn.1710076 

 

Davydov, D., Tikkanen, J. & Äijö, J. 2016. Magic Formula vs. Traditional Value Investment 

Strategies in the Finnish Stock Market. Nordic Journal of Business, 65 (3–4), 38–54 

 

Fama, E. F. (1970). Efficient Capital Markets: A Review of Theory and Empirical Work. The 

Journal of Finance, 25(2), 383–417. https://doi.org/10.2307/2325486 

 

Fama, E. F. (1991). Efficient Capital Markets: II. The Journal of Finance, 46(5), 1575–1617.  

 

Fama, E. F., & French, K. R. (1993). Common risk factors in the returns on stocks and bonds. 

Journal of Financial Economics, 33(1), 3–56. https://doi.org/10.1016/0304-

405X(93)90023-5. 

 

Fluck, Zsuzsanna, Malkiel, Burton G. and Quandt, Richard E., (1997), The Predictability Of 

Stock Returns: A Cross-Sectional Simulation, The Review of Economics and Statistics, 

79(2), 176-183. 

 

Haavistola, P. (2010), Arvosijoittaminen - strategian implementointi ja toimivuus Helsingin 

pörssissä 1.1.1998–31.12.2008. University of Eastern Finland. 

https://doi.org/10.2469/faj.v39.n3.57
https://doi.org/10.1016/j.jfineco.2009.12.011
https://doi.org/10.1086/209755
https://doi.org/10.1177/0148558X11400581
http://dx.doi.org/10.2139/ssrn.1710076
https://doi.org/10.2307/2325486
https://doi.org/10.1016/0304-405X(93)90023-5
https://doi.org/10.1016/0304-405X(93)90023-5


32 

Hong, H., Lim, T., & Stein, J. C. (2000). Bad News Travels Slowly: Size, Analyst Coverage, and 

the Profitability of Momentum Strategies. Journal of Finance (Wiley-Blackwell), 55(1), 

265–295. https://doi.org/10.1111/0022-1082.00206 

 

Horowitz, J. L., Loughran, T., & Savin, N. E. (2000). The disappearing size effect. Research in 

Economics, 54(1), 83–100. https://doi.org/10.1006/reec.1999.0207 

 

Hou, K., & A van Dijk, M. (2019). Resurrecting the Size Effect: Firm Size, Profitability Shocks, 

and Expected Stock Returns. The Review of Financial Studies, 32(7), 2850-2889. 

https://doi.org/10.1093/rfs/hhy104 

 

Jaffe, J. F., Jindra, J., Pedersen, D. J., & Voetmann, T. (2020). Can mispricing explain the value 

premium? Financial Management (Wiley-Blackwell), 49(3), 615–633. 

https://doi.org/10.1111/fima.12272 

 

Kim, D., Francis, J. C., & Kim, D. (2013). Modern portfolio theory: Foundations, analysis, and 

new developments. John Wiley & Sons, Incorporated. 

 

Kok, U., Ribando, J., Sloan R. (2017). Facts about Formulaic Value Investing. Financial 

Analysts Journal. 73(2), 81-99. 

 

Lakonishok, J., Shleifer, A. and Vishny, R.W. (1994), Contrarian Investment, Extrapolation, and 

Risk. The Journal of Finance, 49: 1541-1578. https://doi.org/10.1111/j.1540-

6261.1994.tb04772.x 

 

Maclean, L. C., Ziemba, W. T., & Thorp, E. O. (Eds.). (2010). Kelly capital growth investment 

criterion: Theory and practice. World Scientific Publishing Company. 

 

Malkiel, Burton, G. (2003). The Efficient Market Hypothesis and Its Critics. Journal of 

Economic Perspectives, 17 (1): 59-82 

 

MarketInsite (2021, Jun 1). Nasdaq Celebrates 100 Switches From First North Growth Market to 

Nordic Main Markets, Nasdaq Inc. https://www.nasdaq.com/articles/nasdaqs-european-

markets-celebrate-100-switches-from-first-north-growth-market-to-main, 2 May 2022. 

 

Markowitz, H. (1952). Portfolio Selection. The Journal of Finance, 7(1), 77–91. 

https://doi.org/10.2307/2975974 

 

Mulari, M. (2017). P/E-tunnuslukuanomaliaan perustuva sijoitusstrategia. University of Oulu.  

 

Nasdaq Inc. (2020, Apr 21). Nordic Main Market Rulebook for Issuers of Shares. 

https://www.nasdaq.com/docs/2021/04/08/Nordic-Main-Market-Rulebook-for-Issuers-

of-Shares-1-February-2021_0.pdf, 2 May 2022. 

 

Nasdaq Inc. (2021). Index Methodology: First North All-Share Indexes. 

https://indexes.nasdaqomx.com/docs/Methodology_First_North_All_Share.pdf, 2 May 

2022. 

Nasdaq Inc. (n.d.). Tietoa pörssistä. 

http://www.nasdaqomxnordic.com/tietoaporssista/?languageId=4, 2 May 2022. 

 

https://doi.org/10.1111/0022-1082.00206
https://doi.org/10.1006/reec.1999.0207
https://doi.org/10.1093/rfs/hhy104
https://doi.org/10.1111/fima.12272
https://doi.org/10.1111/j.1540-6261.1994.tb04772.x
https://doi.org/10.1111/j.1540-6261.1994.tb04772.x
https://www.nasdaq.com/articles/nasdaqs-european-markets-celebrate-100-switches-from-first-north-growth-market-to-main
https://www.nasdaq.com/articles/nasdaqs-european-markets-celebrate-100-switches-from-first-north-growth-market-to-main
https://doi.org/10.2307/2975974
https://www.nasdaq.com/docs/2021/04/08/Nordic-Main-Market-Rulebook-for-Issuers-of-Shares-1-February-2021_0.pdf
https://www.nasdaq.com/docs/2021/04/08/Nordic-Main-Market-Rulebook-for-Issuers-of-Shares-1-February-2021_0.pdf
https://indexes.nasdaqomx.com/docs/Methodology_First_North_All_Share.pdf
http://www.nasdaqomxnordic.com/tietoaporssista/?languageId=4


33 

Olin, T. (2011). Value investing in the Finnish stock market. Aalto University, School of 

Economics. 

 

Oxman, Jeffrey and Mohanty, Sunil K. and Carlisle, Tobias Eric. (2011) Deep Value Investing 

and Unexplained Returns. Midwest Finance Association 2012 Annual Meetings Paper, 

http://dx.doi.org/10.2139/ssrn.1928694 

 

Panula, M. (2009),Arvosijoittaminen Suomessa 1995-2007 : Hintatason vaikutus osakkeiden 

tuottoon ja riskiin. University of Vaasa. 

 

Penman, S., Reggiani, F. (2018) Fundamentals of Value versus Growth Investing and an 

Explanation for the Value Trap, Financial Analysts Journal, 74(4), 102-119. 

 

Pätäri, E. Leivo, T. Honkapuro, S. Enhancement of value portfolio performance using data 

development analysis. Studies in Economics and Finance. 27(August), 223-246. 

 

Rom, B. M., & Ferguson, K. W. (1993). Post-Modern Portfolio Theory Comes of Age. The 

Journal of Investing, 2(4), 27–33. doi:10.3905/joi.2.4.27 

 

Sharpe, William F. (1964) Capital Asst Prices: A Theory of Market Equilibrium Under 

Conditions of Risk*. The Journal of Finance, 19(3), 425-442. 

 

Statistics Finland (2022, March 17). National Economy. Statistics Finland. 

https://www.tilastokeskus.fi/tup/suoluk/suoluk_kansantalous_en.html, 5 May 2022. 

 

Werner F. M. De Bondt, & Thaler, R. (1985). Does the Stock Market Overreact? The Journal of 

Finance, 40(3), 793–805. https://doi.org/10.2307/2327804 

http://dx.doi.org/10.2139/ssrn.1928694
https://www.tilastokeskus.fi/tup/suoluk/suoluk_kansantalous_en.html
https://doi.org/10.2307/2327804


34 

APPENDIXES 

Appendix 1. Descriptive statistics for dataset 

 Net-net portfolio OMXHGI 

Risk-free rate p.a. 0.27% 0.27% 

Returns p.a 0.19750 0.10491 

Number of downside periods 37 32 

Semivariance 0.0080 0.0027 

Semideviation 0.3090 0.1798 

Mean 0.0104 0.0106 

Standard Error 0.0100 0.0051 

Median 0.0120 0.0141 

Standard Deviation 0.0913 0.0470 

Sample Variance 0.0083 0.0022 

Kurtosis -0.094 3.261 

Skewness -0.002 -0.764 

Range 0.449 0.310 

Minimum -0.235 -0.187 

Maximum 0.214 0.123 

Sum 0.873 0.890 

Count 84 84 

Risk-free rate p.a. 0.00619 0.00619 

Source: Nissinen (2022), author’s calculations 
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Appendix 2. Portfolio composition and returns 

Year Company Weight Returns p.a β 

2015 Nextim Oyj 50% 23% 0.51 

 Total 100% 23% 0.51 

2016 Nextim Oyj 50% -89% 5.95 

 Detection Technology Oyj 50% 118% -1.21 

 Total 100% 14.5% 2.36 

2017 Nextim Oyj 33.3% 11.8% 1.2 

 Detection Technology Oyj 33.3% 33% -0.04 

 Piippo Oyj 33.3% 9.3% 0.34 

 Total 100% 18.1% 0.50 

2018 Detection Technology Oyj 33.3% -11.7% 0.01 

 Piippo Oyj 33.3% -33.9% -1.34 

 Fondia Oyj 33.3% -45.8% 0.06 

 Total 100% -30.5% -0.43 

2019 Detection Technology Oyj 50% 56.2% 0,43 

 Admicom Oyj 50% 149% 1,75 

 Total 100% 102.7% 1.09 

2020 Detection Technology Oyj 33.3% 24.3% 0.17 

 Admicom Oyj 33.3% 48.2% -0.07 

 Fodelia Oyj 33.3% 18.2% -0.27 

 Total 100% 30.2% -0.06 

2021 Detection Technology Oyj 33.3% 0.7% 0.55 

 Remedy Entertainment Oyj 33.3% -14.7% 0.33 

 Admicom Oyj 33.3% -26% -0.5 

 Total 100% -11.3 % 0.13 

Source: Nissinen (2022), author’s calculations 
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