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Abstract

The current study contributes to the empirical literature aimed at testing the Fama and
French three-factor model, using daily Australian data. In general, the evidence found is
quite favourable to the model based on formal asset pricing tests. However, when the
estimated risk premia are taken into account, the support for the Fama-French model is
less persuasive. In particular, a negative size premium is uncovered consistent with a

wave of recent findings questioning its continued existence over recent years.
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1Black (1993) was particularly critical of the Fama and French approach on the grounds
of ‘data mining’. At the most general level, Leamer (1983) ignited modern research
interest in the issue of data snooping. More recently, Lo and MacKinlay (1990) have

forced finance researchers to take this issue more seriously than they have in the past.

°This represents the small-sample adjusted version following MacKinlay and Richardson
(1991). GMM is (asymptotically) distributed as a chi-square statistic with N degrees of

freedom.

3The estimation technique employs heteroscedasticity and autocorrelation consistent
covariance matrices and following Ferson and Foerster (1994) uses an iterated

procedure.

4A good discussion and description of these indexes can be found on the Frank Russell
Company website at: http://www.russell.com/indexes/australia/definition/icadefn.htm
and the discussion which follows in the text borrows from the information provided
there.

>See, for example, Gompers and Metrick (1998); Dimson and Marsh (1999); Gustafson

and Miller (1999) and Horowitz et al. (2000).

%In unreported results it is also found that the correlation between the proxy SMB and
HML factors is very close to zero. This is outcome is consistent with the mimicking
portfolios of Fama and French (1993).

'This resources versus industrial sector split is motivated by the well documented
apparent overpricing of mining and resources stocks when applying the CAPM and
asset pricing models in Australia (Ball and Brown, 1980; Ball, 1986; Dolan, 1997 and
Ord, 1998).

Related Research Data

Two-Pass Tests of Asset Pricing Models with Useless Factors

Source: The Journal of Finance

DUAL BETAS FROM BULL AND BEAR MARKETS: REVERSAL OF THE SIZE EFFECT
Source: The Journal of Financial Research

The Conditional Relation between Beta and Returns


https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252F0022-1082.00102&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1475-6803.1993.tb00147.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2307%252F2331255&type=Scholix

Source: Journal of Financial and Quantitative Analysis

Value versus Growth Stocks: Book-to-Market, Growth, and Beta
Source: Financial Analysts Journal

Multifactor Explanations of Asset Pricing Anomalies

Source: The Journal of Finance

Reports of beta's death are premature: Evidence from the UK
Source: Journal of Banking & Finance

The relation between the return interval and betas

Source: Journal of Financial Economics

Related research @

People also read Recommended articles Cited by
58


https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2469%252Ffaj.v50.n5.18&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-6261.1996.tb05202.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs0378-4266%252898%252900050-8&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252F0304-405x%252889%252990006-8&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1540-6261.1995.tb05171.x&type=Scholix

Information for Open access

Authors Overview

R&D professionals Open journals

Editors Open Select

Librarians Dove Medical Press
Societies F1000Research
Opportunities Help and information
Reprints and e-prints Help and contact
Advertising solutions Newsroom

Accelerated publication All journals

Corporate access solutions Books

Keep up to date

Register to receive personalised research and resources
by email

9 Sign me up
O"M
You N
0
Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions P Taylor and

Francis Group
Accessibility

Registered in England & Wales No. 01072954
5 Howick Place | London | SW1P 1WG



https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

