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1.) From the STATA, you can see that the P-value is 0.505 which is more than 0.05 
therefore I concluded that the Jenen Alpha is not statistically significant.  
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2.) If the market premium increases by 1, this portfolio will have an increase in return by 
0.99 which is approximately 0.01% less than the market. Therefore this portfolio is a little 
bit less volatile than the market. 
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3.) Since the P-value of ‘SMB’,size premium, is less than 0.05, SMB can explain the return 
of the portfolio significantly. 

4.) Since the P-value of ‘HML’,growth premium, is less than 0.05, SMB can explain the 
return of the portfolio significantly. 
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5.) Null hypothesis: Beta2=Beta3=0 



 FF models are more appropriate because the P-value is less than 0.05, we reject the null 
hypothesis. 
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6.)  d1 represents January. Since the P-value of d1 is 0.231 which is more than 0.05, January is 
not statistically significant. 
7.1) If the market premium increases by 1, the return on the portfolio will increase by 1.01. If the 
market premium increases by 1, the size premium will increase by 0.04. If the market premium 
increases by 1, the growth premium increases by 0.06.  
7.2) Null hypothesis: beta1=beta2=beta is not equal to 0 
Since the P-value=0.0000 which is less than 0.05, meaning the null hypothesis is being 
rejected. 
7.3) R^2 = 0.3406 meaning the model can explain return on the portfolio by 34.06%.  
7.4) Since rm P-value is less than 0.05, the market premium can explain the return on the 
portfolio significantly. For smb P-value is less than 0.05, the size premium can explain the return 
on the portfolio significantly. For hml P-value is less than 0.05, the growth premium can explain 
the return on the portfolio significantly. 
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8.)  Null hypothesis : d1=0, d1smb=0, d1hml=0, d1rm=0 
Since the chow test is = 0.57 which is more than 0.05, January and other months are not 
statistically significant, so it failed to reject the null hypothesis. Therefore, I conclude that the 
Model 2 shares the same structure as Model 3. 


