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(1)  For CAPM model, it shows that Jensen Alpha is not significant.  As its t = 0.67 

and p-value = 0.505 which is greater than 0.05, rejection region. In other word, Null 

hypothesis is not rejected and the Jensen Alpha equal to 0.  Moreover, Fama & 

French model also gives the same result. From this model, t-value = 0.58 and p-

value = 0.562. 

 

(2)   For CAPM model, t-test determines that portfolio j has the same risk as the 

market since we cannot reject Null hypothesis (F = 0.17 and p-value= 0.6813 which 

is greater than 0.05). Then, meaning that beta j equal to 1. T-test in Fama & French 

model also indicate the same conclusion which F = 0.19 and p-value = 0.6651. 

 

(3)  For size premium, from Fama & French model, it is significant. Since its t-

value = 6.07 and p-value = 0.000 which is less than 0.05, rejection region. So, we 

will reject Null hypothesis stated that beta j2 equal to 0.   

 

(4)  For growth (value) premium, from Fama & French model, it is significant. 

Since its t-value = 9.24 and p-value = 0.000 which is less than 0.05, rejection region. 

So, we will reject Null hypothesis stated that beta j3 equal to 0. 

 

(5)  Comparing these two models, from F-test, size premium and value premium 

in FF model are both significant. However, they are not included in CAPM model. 

Moreover, if we consider Adj R-squared of the two model. We would see that Adj 

R-squared of FF model is equal to 0.3403 which is greater than Adj R-squared of 

CAPM model which is 0.3337. So, the most appropriated model should be Fama & 

French model. 
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(6)  From using STATA, it shows that January effects is insignificant. Since its t-

value = -1.18 and p-value = 0.239 greater than 0.05, rejection region. In other word, 

Null hypothesis is not rejected and January effect equals to 0. 

 

(7)  Firstly, all coefficients of all variables are positive. Meaning that they have 

positive relationship or effect with the excess return on portfolio j. Secondly, the 

overall test or F-test indicate that the model is significant as its p-value is less than 

0.05. Thirdly, R-squared of the model is 0.3406 which can be interpreted that the 

independent variables in a regression model can explain variation of a dependent 

variable by 34.06%. Lastly, if we consider individual test, t-test, we will find that 

market risk premium, size premium, and value premium are significant as their p-

value are less than 0.05 while constant term and 1 on January (D1) are not 

significant as their p-value are greater than 0.05. 

 

(8)  
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 From Chow-test and F-test, all dummy variables are significant. Then, January and 

other month share the same structure of the Fama-French model. 


