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One of the best documented propositions in the field of finance is that, on average,
investors have received higher rates of return on in- vestment securities for bearing
greater risk. This paper looks at the historical evidence regarding risk and return, explains
the fundamentals of portfolio and asset pricing theory, and then goes on to take a new
look at the relationship between risk and return using some unexplored risk measures that
seem to capture quite closely the actual risks being valued in the market. The paper
concludes that the best single risk proxy is not the traditional beta calculation but rather
the dispersion of analysts' forecasts. Companies for which there is broad consensus with
respect to future earnings and dividends seem to be less risky (and hence have lower
expected returns) than companies for which there is little agreement among security
analysts. It is possible to interpret this result as contradicting modern asset pricing theory,
which suggests that total variability per se will not be relevant for valuation. As is shown
in the paper, how- ever, this dispersion of forecasts could well result from different
companies being particularly susceptible to systematic risk elements and thus the
dispersion measure may be the best individual proxy available to capture the variety of
systematic risk elements to which securities are subject.


https://www.nber.org/
https://www.nber.org/people/burton_g_malkiel
mailto:?subject=Risk%20and%20Return:%20A%20New%20Look&body=https://www.nber.org/papers/w0700
https://www.nber.org/

Download a PDF

Information on access

Acknowledgements and Disclosures v

Download Citation v

Published Versions

Malkiel, Burton G. "Risk and Return: A New Look." The Changing Roles of Debt and Equity
in Financing U.S. Capital Formation, edited by Benjamin Friedman, pp. 27-45. Chicago:
University of Chicago Press, 1982.

Risk and Return: A New Look, Burton G. Malkiel. in The Changing Roles of Debt and Equity
in Financing U.S. Capital Formation, Friedman. 1982

Related

PROGRAMS Monetary Economics

More from NBER


https://www.nber.org/system/files/working_papers/w0700/w0700.pdf
https://www.nber.org/subscribe
http://www.nber.org/chapters/c11393
https://www.nber.org/books-and-chapters/changing-roles-debt-and-equity-financing-us-capital-formation
https://www.nber.org/programs-projects/programs-working-groups/monetary-economics

In addition to working papers, the NBER disseminates affiliates’ latest
findings through a range of free periodicals — the NBER Reporter, the
NBER Digest, the Bulletin on Retirement and Disability, the Bulletin on
Health, and the Bulletin on Entrepreneurship — as well as online
conference reports, video lectures, and interviews.

16" Annual Martin Feldstein Lecture:

Lessons for Economists
from the Pandemic

Cecilia E. Rouse, The Brookings Institution
and Princeton University
July 22,2024

2024, 16th Annual Feldstein Lecture, Cecilia E. Rouse," Lessons for Economists from the
Pandemic"

FELDSTEIN LECTURE

PRESENTER: CECILIA E. ROUSE

Cecilia Rouse, president of the Brookings Institution and a professor at Princeton
University, who chaired the Council...


https://www.nber.org/papers
https://www.nber.org/reporter
https://www.nber.org/digest
https://www.nber.org/bulletin-retirement-and-disability
https://www.nber.org/bulletin-health
https://www.nber.org/bulletin-entrepreneurship
https://www.nber.org/conferences
https://www.nber.org/research/lectures
https://www.nber.org/research-spotlights
https://www.nber.org/research/videos/2024-16th-annual-feldstein-lecture-cecilia-e-rouse-lessons-economists-pandemic
https://www.nber.org/people/cecilia_rouse

Methods Lectures, Summer Institute 2024:

Analysis and Design of
Multi-Armed Bandit

Experiments and Policy Learning

Susan Athey, Stanford University and NBER
July 25, 2024

2024 Methods Lecture, Susan Athey, "Analysis and Design of Multi-Armed Bandit Experiments
and Policy Learning"

METHODS LECTURES
PRESENTER: SUSAN ATHEY

Background Materials:backgroundAthey, Susan, Undral Byambadalai, Vitor Hadad, Sanath
Kumar Krishnamurthy, Weiwen Leung...

Economics of Social Security Panel Discussion
Earnings Inequality and
Payroll Tax Revenues

Karen Dynan, Harvard University

Karen Glenn, Social Security Administration
Stephen Goss, Social Security Administration
Fatih Guvenen, University of Minnesota and NBER
James Pearce, US Congressional Budget Office
NBER Summer Institute, July 24, 2024



https://www.nber.org/research/videos/2024-methods-lecture-susan-athey-analysis-and-design-multi-armed-bandit-experiments-and-policy
https://www.nber.org/people/susan_athey
https://www.nber.org/research/videos/2024-economics-social-security-panel-earnings-inequality-and-payroll-tax-revenues

PANEL DISCUSSION

PRESENTERS: KAREN DYNAN, KAREN GLENN, STEPHEN GOSS, FATIH GUVENEN & JAMES PEARCE

National Bureau of Economic Research

Contact Us
1050 Massachusetts Avenue
Cambridge, MA 02138
617-868-3900
info@nber.org
webaccessibility@nber.org

HOMEPAGE

Accessibility Policy
Diversity Policy
Privacy Policy

FOLLOW

DDP00600600

© 2025 NATIONAL BUREAU OF ECONOMIC RESEARCH. ALL RIGHTS RESERVED.



https://www.nber.org/contact-nber
tel:+16178683900
mailto:info@nber.org
mailto:webaccessibility@nber.org
https://www.nber.org/about-nber/website-accessibility-policy
https://www.nber.org/nber-diversity-policy-statement
https://www.nber.org/about-nber/nber-website-privacy-policy
https://twitter.com/nberpubs
https://www.linkedin.com/company/national-bureau-of-economic-research
https://bsky.app/profile/did:plc:v7wvtabl4o6u5f426wqncxcu
https://www.threads.net/@nber_pubs
https://www.facebook.com/pages/National-Bureau-of-Economic-Research/115165771829285
https://www.youtube.com/nbervideos
https://www.nber.org/people/karen_dynan
https://www.nber.org/people/fatih_guvenen
https://www.nber.org/people/james_pearce
https://www.nber.org/

