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ABSTRACT

REFERENCES 

[1]  Bachrach, B., and D. Galai. The Risk-Return Relationship and Stock Prices. Journal of Financial and

Quantitative Analysis 14(June 1979): 421–441.

Web of Science® Google Scholar

[2]  Banz, R. W. The Relationship between Return and Market Value of Common Stocks. Journal of Financial

Economics 8(March 1981): 3–18.

Web of Science® Google Scholar

[3]  Bar-Josef, S., and L. D. Brown. Share Price Levels and Beta. Financial Management 8(Spring 1979): 60–63.

Web of Science® Google Scholar

[4]  Basu, S. Investment Performance of Common Stock in Relation to Their Price-Earnings Ratios. Journal of

Finance 32(June 1977): 663–682.

Web of Science® Google Scholar

[5]  Basu, S. The Relationship between Earnings′ Yield, Market Value and Return for NYSE Common Stocks:
Further Evidence. Journal of Financial Economics 12(June 1983): 129–156.

Kuo C. Tseng

In this research, the individual and net e�ects of low price, low price/earnings (P/E) ratio, and small
size on the risk-adjusted excess returns are investigated for the fourth quarter of 1975 to the
fourth quarter of 1985. The entire sample is divided into quintiles, and the resulting portfolios are
rebalanced at the end of each quarter. Low price, low P/E ratio, and small value portfolios did
experience greater excess returns. By applying the experimental control technique, the net e�ect
of stock price is signi�cant after controlling the size. Similarly, the net e�ect of the market value is
signi�cant after the stock price is controlled. The net e�ect of the P/E ratio is insigni�cant after
controlling either the stock price or the market value.
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