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(13) ~ (14)= F=e -
MR, = a, + ¢,RV;; + a,RV,; +¢; (13)
MR, = a, + ¢,RV,; + a,RV,, + a,RV; + a,RV,; + ¢ (14)

Hiltayg~a,~a, > ;= a, Eﬁﬁi’fﬁ,?ﬂ/ (757> RV, ~ RV, ~ RV, =RV,
RV PRl o e faRd g p i > AP Estrada (2002) ik 0 i ER
IL% VR ST RGE T TR Y o x 2 g s BY RN

| PR I T PR S AR R e (RS TP Y A
F |7 B o IR 4 el O pl fiad - 2 S [
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FLtw bk RBEHEEP S 2 FA 4T

MR, =a,+a,RV, +a,RV, + ¢,
RV /RV, | o, | ttest | a; |ttest | a, | ttest| agiustedR’

e olX 214 | 1029 | 0.18 | 3.53 | -0.51 | -6.27 0.26

B1B° 1.36 | 6.11 | -1.01 | -2.19 | -0.50 | -1.03 0.14
e ol 1.76 | 296 | 019 | 2.28 | -0.54 | -4.25 0.18
™ B1p° 1.08 | 205 | -0.08 | -0.08 | -1.61 | -1.73 0.10
SR oly 084 | 1.17 | 068 | 2.66 | -1.05 | -2.93 0.09

B1B° 130 | 1.84 | 1.91 | 115 | -2.34 | -1.49 0
s olX 217 | 10.41 | 0.16 | 2.53 | -0.44 | -4.52 0.29

£13° 1.24 | 5.06 | -0.76 | -1.41 | -0.41 | -0.73 0.11
B oly 2.93 | 426 | -0.22 | -1.20 | -0.03 | -0.13 0.28
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Y 0 1.80 | 3.05 | 0.35 | 3.35 | -0.69 | -4.45 | -2.42 | -2.25| 1.46 | 1.33 0.21
W pip
L 0'/2 /
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An Investigation on the Risk-Return
Relationship in Taiwan Stock Market :

The D-CAPM Approach

Jian-Hsin CHOU, ZHen-Yu CHEN, Jing-CHING PAN "

ABSTRACT

This paper takes the downside risk into account in the D-CAPM model proposed by Estrada (2002) to
investigate the risk-return relationship in Taiwan stock market. In addition, we compare the explanatory power
of several stock portfolios by using the betas from CAPM and downside betas from D-CAPM model. The
empirical results show that: First, the systematic risk estimated from D-CAPM model is larger than the risk
obtained from CAPM model. Second, in Electronic Sector stock portfolio, the risk variables (ﬂD) based on

D-CAPM model clearly have greater explanatory power than those based on CAPM model. Third, in the
constituent stocks for Taiwan 50 index and MSCI Taiwan index usually considered to have better information
transparency, we find that the risk variables (o and f3) based on CAPM model have better capabilities of

explaining the average returns than the risk variables (Z and ﬁD ) based on D-CAPM model.

Keywords: CAPM, D-CAPM, risk variables
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