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Average Returns, Post-Ranking 8s and Average Size For Portfolios Formed on
Size and then §: Stocks Sorted on ME (Down) then Pre-Ranking 8 (Across):
July 1963 to December 1990
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Panel A: Average Monthly Returns (in Percent)

All 1.25 1.34 1.29 1.36 1.31 1.33 1.28 1.24 1.21 1.25 1.14
Small-ME 1.52 171 1.57 1.79 1.61 1.50 1.50 1.37 1.63 1.50 1.42
ME-2 1.29 1.25 1.42 1.36 1.39 1.65 1.61 1.37 1.31 1.34 1.11
ME-3 1.24 112 1.31 117 170 1.29 110 131 1.36 1.26 0.76
ME-4 1.25 1.27 113 1.54 1.06 1.34 1.06 1.41 117 1.35 0.98
ME-5 1.29 1.34 1.42 1.39 1.48 1.42 118 113 1.27 1.18 1.08
ME-6 117 1.08 1.53 127 115 1.20 121 118 1.04 1.07 1.02
ME-7 1.07 0.95 1.21 1.26 1.09 118 111 1.24 0.62 1.32 0.76
ME-8 1.10 1.09 1.05 1.37 1.20 1.27 0.98 1.18 1.02 1.01 0.94
ME-9 0.95 0.98 0.88 1.02 1.14 1.07 1.23 0.94 0.82 0.88 0.59
LargeME  0.89 101 093 110 094 093 089 103 071 074 056
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Properties of Portfolios Formed on Size or Pre-Ranking f:
July 1963 to December 1990
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Panel A: Portfolios Formed on Size
Return 1.64 1.16 1.29 124 1.25 1.29 117 1.07 1.10 0.95 0.88 0.90
B8 1.44 1.44 1.39 1.34 1.33 1.24 1.22 1.16 1.08 1.02 0.95 0.90
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Average Slopes (#Statistics) from Month-by-Month Regressions of
Stock Returns on 8, Size, Book-to-Market Equity, Leverage, and E/P:
July 1963 to December 1990
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Ferson&Harvey, 1998, Fundamental determinants of national equity market returns: A perspective on conditional asset pricing
[image: image9.png]Table 2
Estimates of conditional betas

Country Attributes excluded from the model of conditional beta (right-tail
p-values of heteroskedasticity-consistent Wald tests are reported)
xeinst x-val xfin x-mac x-all

Panel A: One-factor models: world market beta

Australia 0.150 0.003 0.308 . 0.000

Austria 0335 0.237 0.010 0329 0026

Belgium 0.148 0.148 0.925 0.165 0.098

Canada 0.131 0.084 0.454 0.132 0.000

Denmark 0821 0.325 0.070 0214 0173

Finland 0864 0.998 0.826 0.445 0379

France 0.106 0.395 0.289 0.180 0005

Germany 0.089 0.015 0.078 0.122 0.000

Hong Kong 0.178 0.744 0.845 0.990 0074

Ireland 0.758 0.009 0.723 0.775 0.000

Italy 0021 0359 0.654 0.008 0.000

Japan 0699 0.457 0.609 0.342

Netherlands 0014 0.028 0.121 0.000

New Zealand 0288 0355 0.626

Norway 0.684 0.379 0.001

Singapore/Malaysia 0915 0.847 0.007

Spain 0243 0.071 0.000

Sweden 0.091 0279 0.011

Switzerland 0.245 0.779 0312

UK 0.812 0037 0114

us 0.351 0539 0.046

Multivariate 0.298 0.205 0.000





Right-tail p-values of Wald tests
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Country attributes and expected “Abnormal” returns

Country

Attributes excluded from the model of alpha

x-inst  xval  xfin  x-mac  x-all

Panel A: Exclusion

for groups of attributes in two-factor model alphas

Australia 0.010  0.656 0202 0014 0.001
Austria 0.002 0209 0193 0231 0.006
Belgium 0.764  0.007 0425  0.000 0.000
Canada 0341 0.242 0293 0.002  0.009
Denmark 0000 0432 091  0.000 0.000
France 0101 0.005 0.049 0.005 0.000
Germany 0005 0.010 0517 0024 0005
Hong Kong 0.165 0315 0102 0883 0253
Italy 0013 0.010 0.049 0031  0.000
Japan 0000 0.000 0.053 0000 0.000
Netherlands 0035 0027 0.633 0005 0.040
Norway 0235 0559 0399 0568 0.230
Singapore/Malaysia 0.780 0042 0.205 0.002  0.000
Spain 0032 0012 0577 0161 0001
Sweden 0002 0058 0.250 0.001
Switzerland 0008 0056 0.906 0.052
UK 0150 0136 0335  0.000 0.000
us 0000 0.000 0000 0.007 0.000

Multivariate 0001 0003 0001 0.000 0.000
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Cross-sectional explanatory power of lagged attributes in conditional betas and alphas (average ad-
justed R-squares). The results of estimating the cross-sectional regression model:

ikt = Yot + Vst %+ V20 Bu V3o dn e 0 N

where 7,51 is the intercept and (7141, 720417, 73.11) are slope coefficients. The regressors are a;
which is the fitted conditional alpha from a two-risk-factor model estimated from a time-series re-
gression for country i as a function of the lagged country-specific attribute, 4;. f, is a two-vector of
conditional betas on the world market and exchange risk factor excess returns for country 7, esti-
mated from a time-series regression using 60 months of prior data. The dating convention indicates
that the regressors are public information at time 1. The cross-sectional regressions are estimated by
weighted least squares, where the weights are the inverse of the standard errors from the first step
time-series regressions. The individual attributes in 4; are: ep = earnings-to-price ratio, pe = price-
to-cash flow ratio, pb= price-to-book-value ratio, div=dividend yield, mom =six-month lagged
average return, a measure of momentum, rgdp =real gross domestic product measured relative
to OECD, repi = consumer price index inflation rate, relative to OECD, long =long term bond
ield, term = term structure slope, cer = country credit risk measure

Attribute Alpha Betas, Alpha + betas
A, Full sample (January 1976-May 1993)
0061 0.068 0.160 0.186
0057 0.060 0.152 0.183
0.047 0.076 0l 0.205
0036 0.064 0.164 0.186
mom 0.093 0.067 0.178 0201
0.062 0.067 0171 0.199
repi_i 0059 0.070 0177 0.197
long_i 0051 0.068 0173 0.194
term_i 0059 0.067 0.182 0211

cer. 0.054 0.063 0.161 0.176
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