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6. Conclusion

Based on the Stambaugh, Yu, and Yuan (2015) mispric-
ing score, a comprehensive international data set, and con-
ceptually diverse tests, my findings cast doubt on the no-
tion that the markets outside of the most developed ones
are necessarily less efficient.

These findings suggest several directions for further re-
search. First, there could be forms of mispricing that are
not reflected in the Stambaugh, Yu, and Yuan (2015) score
and that are particularly strong in emerging markets. Re-
latedly, the composite mispricing measure is based on
public information only, and thus does not speak to the
strong form of market efficiency. Second, the measure is

purely cross-sectional and thus does not allow to draw in-
ferences about market-wide overpricing or underpricing.
Third, most of the large cross-country variation in return
predictability, as indicated in Fig. 1, is currently unex-
plained. Fourth, it is an open question as to what extent
institutional investors’ sentiment-induced demand shocks,
investment constraints, or agency conflicts in the sense of
DeVault, Sias, and Starks (2015), Edelen, Ince, and Kadlec
(2016), or Lakonishok, Shleifer, and Vishny (1994) con-
tribute to mispricing in developed markets.
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