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Figure 2

 
(1) Determine whether there exists significant Jensen Alpha. 

 
Jensen Alpha is not significant in CAPM model and FF model since the p-value in CAPM 

model is greater than 0.05 (0.505>0.05) ​showing in ​Figure 1​ and p-value in FF model is also 
greater than 0.05 as well (0.562>0.05)​ showing in ​Figure 2​. 
 
(2) Determine whether portfolio j has the same risk as the market. 

 
In order to find that portfolio j has the same risk as the market, the beta of portfolio j has 

to be “1” (β​j​1​ = 1) 
 
CAPM model : 
Testing the hypothesis : Ho : β​j​1​ = 1 
The p-value is greater than 0.05 (0.6812>0.05) ​showing in ​Figure 1​ which means that we 

fail to reject Ho, portfolio j has the same risk as the market. 
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FF model : 
Testing the hypothesis : Ho : β​j​1​ = 1 
The p-value is also greater than 0.05 (0.6651>0.05) ​showing in ​Figure 2​ ​which means 

that we fail to reject Ho, portfolio j also has the same risk as the market. 
 
(3) Determine whether there exists significant size premium. 
 

From ​Figure 2​, the p-value of ​r​smbt ​ is less than 0.05 (0.000<0.05), there exists a 
significant size premium. 
 
(4) Determine whether there exists significant growth (value) premium. 
 

From ​Figure 2​, The p-value of ​r​hmlt ​ is less than 0.05 (0.000<0.05), there exists 
significant growth (value) premium. 
 
(5) Compare CAPM and FF models and determine which model is the most 
appropriated model. Why? 

 
Testing the hypothesis : Ho : β​2​ = β​3​ = 0 
The p-value is less than 0.05 (0.0000<0.05), we reject Ho. 
FF model is more appropriate and we should not eliminate ​r​smbt​ and ​r ​hmlt​ out of the 

model. 
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Figure 3 

 
 

(6) Determine whether there exist significant January effects. 
  

From the ANCOVA model ​shown in ​Figure3​, D1 which is January effects is not 
significant since the p-value of D1 is greater than 0.05 (0.239>0.05), we failed to reject Ho. 

 
(7) Make interpretation of estimated result of model (3) (including (1) sign, (2) 
overall test, (3) R-square, and (4) individual test). 

 
From the estimated result of model 3, we can interpret that rm, smb, hml, d1 and the 

interception are all positive signs. From the overall F-test, its p-value is less than 0.05 
(0.0000<0.05), we reject Ho, meaning that rm, smb, hml, d1 have significance to explain the 
portfolio j. The R-square is equal to 0.3406 implied that this model can explain the variation in rjt 
by 34.06%.​ ​In terms of individual test, we fail to reject for d1 since its p-value is greater than 
0.05 (0.239>0.05) while we reject for rm, smb and hml since they have their p-value less than 
0.05 (0.000<0.05). We can conclude that d1 or the January effects is not significant, in other 
words, January effects do not have an impact on the portfolio j. 

 
    

 
 



Pimpisa Maneesiri 
6004641434 

 

(8) Perform Chow-test (using Intercept and Slope Dummy) whether January and other 
month share the same structure of the Fama-French model (Model (2) vs Model (4)).  
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From testing Ho : d1= rmd1 = smbd1 = hmld1 = 0, the p-value is greater than 0.05 

(0.6844>0.05), we failed to reject Ho. Hence, there is no structure change in this case. 


