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1) There are not existing significant Jennet Alpha in both CAPM and FF. The p-value of alpha 
(_cons) is more than 0.05 (t=.67 & p-value=.505 and t=.58 & p-value=.562 respectively) 

CAPM:    FF Model: 

   

2) In both model, the portfolio j has the same risk as the market (β=1) because the p-value is 
insignificant. In CAPM, the p-value is equal to 0.6813 (p-value>0.05). In FF, the p-value is equal 
to 0.6651 (p-value>0.05). 

3) There is existing significant size premium in FF. The p-value is less than 0.05 (t=6.07). 
4) There is existing significant growth (value) premium in FF. The p-value is less than 0.05 (t=9.24) 

 
5) FF is more appropriate because both size premium and growth premium coefficient are 

significant. (Prob> F = 0.000) 
 

 
6) There are not existing significant January effects in the model. The p-value is more than 0.05 

(t=1.18 & p-value=.239).  
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7)  
a. The positive sign of the all variable (the January effect, market risk premium, size 

premium, growth premium) means that all variable have a positive effect on the excess 
return on portfolio j i.e. the excess return on portfolio j increases when each variable 
increases. 

b. The F-test suggests that the overall test is significant (p-value=0.0000 < 0.05) Therefore, 
d1, rm, smb, hml are adequate to explain rj. 

c. The R-square of the model (3) is equal to 0.3406. It means this model can explain 
34.06% of all variation. 

d. The individual test of market risk premium, size premium, and growth premium are 
significant (p-value<0.05) although the January effect (d1) is not significant (p-
value=0.239>0.05).  

 

8) By using dummy variable technique, January and other month share the same structure of the 
FF model ( F=.6844>.05 ) 


