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It has been widely described that the value of a firm is determined by its profitability and growth. Profitability and growth are influenced by
its product market strategy and financial market strategy.

This paper investigates how much variation of unexpected stock returns is explained by the variation of ratios related to the product market
strategy versus by the variation of ratios related to the financial market strategy. The results of the paper show which strategy is more
closely related with stock price variation than the other and its relative magnitude.

The empirical results show that the variance of news about asset turnover, which is a representative measure for a firm’'s product market
strategy, is relatively more important in explaining the variation of unexpected stock returns than the variance of news about financial
leverage, which is a measure for the financial market strategy. Indeed, product market strategy is nearly twice as related with unexpected
stock returns variation than the financial market strategy in the overall sample.

On the other hand, industry analysis shows that the financial market strategy is more closely related with the unexpected stock returns
variation than the product market strategy in manufacturing industry and others. If a firm becomes more capital intensive, the financial
market strategy becomes more important relative to its product market strategy.

This paper contributes on the financial statement analysis research literature by providing an explicit link between stock returns and
financial ratios within the present value relation framework.

This docurrent is not intended to, and does not relate specifically to any investrrent strategy or product that AQR offers. It is being provided merely to provide a frammew ork to assist
in the inplemmentation of an investor's own analysis and an investor’s own view on the topic discussed herein.

This document has been provided to you solely for information purposes and does not constitute an offer or solicitation of an offer or any advice or recontrendation to purchase
any securities or other financial instruments and may not be construed as such. The factual information set forth herein has been obtained or derived fromsources believed by the
author and AQR Capital Managerent, LLC (“AQR’) to be reliable but it is not necessarily all-inclusive and is not guaranteed as to its accuracy and is not to be regarded as a
representation or warranty, express or inplied, as to the information’s accuracy or conrpleteness, nor should the attached information serve as the basis of any investment decision.
This documrent is not to be reproduced or redistributed to any other person. The information set forth herein has been provided to you as secondary information and should not be
the primary source for any investrrent or allocation decision. Past performance is not a guarantee of future performance. Diversification does not eliminate the risk of experiencing
investrrent losses.

This material is not research and should not be treated as research. This paper does not represent valuation judgments with respect to any financial instrument, issuer, security or
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and neither the author nor AQR undertakes to advise you of any changes in the views expressed herein.
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AQR nor the author guarantees the accuracy, adequacy or conpleteness of such information. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to
be relied on in making an investrment or other decision. There can be no assurance that an investrrent strategy will be successful. Hstoric market trends are not reliable indicators of
actual future market behavior or future performance of any particular investrent w hich may differ materially, and should not be relied upon as such. Diversification does not
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