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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.

Notes

Black (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
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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.

The estimation technique employs heteroscedasticity and autocorrelation consistent

covariance matrices and following Ferson and Foerster (1994) uses an iterated

procedure.

A 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).

2

3

4

5

6

7

 

Related research 

Recommended articles Cited by 

58

People also read

About Cookies On This Site

We and our partners use cookies to enhance your website

experience, learn how our site is used, offer personalised

features, measure the effectiveness of our services, and

tailor content and ads to your interests while you navigate

on the web or interact with us across devices. You can

choose to accept all of these cookies or only essential

cookies. To learn more or manage your preferences, click

“Settings”. For further information about the data we collect

from you, please see our Privacy Policy

Accept All

Essential Only

Settings

https://www.addtoany.com/share
https://www.informa.com/privacy-policy/


Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2024 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 3099067 

5 Howick Place | London | SW1P 1WG

About Cookies On This Site

We and our partners use cookies to enhance your website

experience, learn how our site is used, offer personalised

features, measure the effectiveness of our services, and

tailor content and ads to your interests while you navigate

on the web or interact with us across devices. You can

choose to accept all of these cookies or only essential

cookies. To learn more or manage your preferences, click

“Settings”. For further information about the data we collect

from you, please see our Privacy Policy

Accept All

Essential Only

Settings

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/?utm_source=website&utm_medium=banner&utm_campaign=B004808_em1_10p_5ec_d713_footeradspot
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://informa.com/privacy-policy/
https://www.tandfonline.com/cookies
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/
https://www.informa.com/privacy-policy/

