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Abstract

Hjalmarsson (Predicting Global Stock Returns, Journal of Financial and Quantitative

Analysis 45, 49–80, 2010) considers an OLS-based estimator of predictive panel regres-

sions that is claimed to be mixed normal under very general conditions. In a recent

paper, Westerlund et al. (Testing for Predictability in Panels with General Predictors, un-

published manuscript, 2015) show that while consistent, the estimator is generally not

mixed normal, which invalidates standard normal and chi-squared inference. The pur-

pose of the present paper is to study the consequences of this theoretical result in small

samples, which is done using both simulated and real data.
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