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“If markets are efficient, then equity prices should adjust to
reflect any news that bears on the value of underlying firms. Yet
the literature is filled with anomalies of equity prices that
deviate from what appears to be rational pricing. One example is

the value effect—the observation that stocks with a low price
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relative to earnings (or relative to other fundamental measures)
generate superior returns. Does this mean markets are inherently
inefficient? Or, perhaps, does it mean that efficiency is as much
a process as a property? Perhaps it takes time for investable
anomalies such as the value effect to be discovered and
awareness to spread. As this happens, traders seeking to profit
from the effect may bid it out of existence, leaving the market
that much more efficient as a result. If this is the case, successful
investing techniques that are not kept secret will sow the seeds
of their own demise, at least in the long run.” (from Journal of

Investing)
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