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Lead-Lag Relationship and Directional Asymmetry in  

Stock Returns of Small and Large Portfolios:  
Evidence from the Karachi Stock Exchange 

 

We explore whether systematic lead-lag relationships exist among the 
returns of small and large portfolios and whether such portfolios show 
symmetrical responses to good and bad news. Regression analysis 
conducted on sample small and large portfolios selected from listings at the 
Karachi Stock Exchange shows that small stocks follow large stocks quickly 
in bear-market conditions but slowly in bull-market conditions. This implies 
that positive information is absorbed more slowly in the prices of smaller 
stocks than in that of larger stocks.
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