
The views and opinions expressed herein are those of the author and do not necessarily reflect the views of AQR Capital Management, LLC, its affiliates or its employees.
 
The information contained herein is only as current as of the date indicated, and may be superseded by subsequent market events or for other reasons. Neither the author nor AQR
undertakes to advise you of any changes in the views expressed herein.
 
This information is not intended to, and does not relate specifically to any investment strategy or product that AQR offers. It is being provided merely to provide a framework to assist
in the implementation of an investor’s own analysis and an investor’s own view on the topic discussed herein.
 
Past performance is no guarantee of future results.
 
Certain publications may have been written prior to the author being an employee of AQR.
 
 

The Devil in HML's Details: Factors, Monthly
February 29, 2024


F A C T O R / S T Y L E  I N V E S T I N G

This data set is related to “The Devil in HML’s Details” (Asness and Frazzini, 2013). This paper challenges the standard method for
measuring “value” used in academic work on factor pricing and behavioral finance. The standard method calculates book-to-price (B/P) at
portfolio formation using lagged book data, aligns price data using the same lag (ignoring recent price movements), and holds these
values constant until the next rebalance. We propose two simple alternatives that use more timely price data while retaining the necessary
lag for measuring book. We construct portfolios based on the different measures for U.S. and International samples. We show that B/P
ratios based on more timely prices better forecast true (unobservable) B/P ratios at fiscal year-end. Value portfolios based on the most
timely measures (HML Devil) earn statistically significant alphas ranging between 305 and 378 basis point per year against a 5-factor
model itself containing the standard measure of value, as well as market, size, momentum and a short term reversal factor.

This data set is an updated and extended version of the paper data, with long/short HML Devil returns for the U.S. and 23 international
equity markets updated monthly. We also provide the returns for several additional global factors for reference.
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