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Chapter 6  Conclusions 
 

We apply the CAPM to data related to the Information and Electronic industry 

in Taiwan stock during the period from September 1998 to December 2001. For the 

time series regressions analysis, we find that the robust regression of least trimmed 

squares has more explanatory power than the ordinary least squares in these data 

whatever we are in the view of company or stream. For the cross-sectional 

regressions analysis of FM procedure, we can see that only the intercept term is 

significant for the OLS no matter whether we consider the stream effect. The LTS 

results are similar to the OLS that the beta term is not significant. But we can also 

see that the stream effect exists for the LTS approach. 

For the longitudinal data analysis of the linear mixed-effect models, the 

intercept and slope terms are all significant for both the OLS and LTS methods, but 

the standard deviations of first and second-level random effects are both smaller 

related to the within-group standard deviation, which means that the stream and 

company are not the random effects for the security excess returns in these data. 

One of the reasons that make the results of OLS and LTS are similar may be 

that we assume there are 20% outliers of the observations at most more than the 

data has. The other reason may be the price limit in Taiwan stock market. 

One of the research limits is that the data period in this paper is the monthly 

excess returns during September 1998 to December 2001 which may be too shorter 

to reflect the long phenomenon in the Information and Electronic industry in 

Taiwan. The other limit is that Lin (2000) figures out the comovement structure of 

the daily stock prices in the Information and Electronic industry in Taiwan, that the 

middle stream is before the lower stream for 88 days, and for the weekly data, it 

only 28 days. Since it is monthly data in this paper, it may be inappropriate to 

consider the comovement. 

For the future studies, we can add more explanatory variables, that is, 

considering the Arbitrage Pricing Theory (APT). Chen, Roll, and Ross (1986) tests 
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whether innovations in macroeconomic variables are risks that are rewarded in the 

stock market. The macroeconomic variables they use including the spread between 

long and short interest rates, expected and unexpected inflation, industry production, 

and the spread between high- and lower-grade bonds. FF (1992) show that the firm 

size and book-to-market equity combine to capture the cross-sectional variations. 

Furthermore, FF (1993) find that three stock-market factors: market portfolio, 

factors related to firm size, and factors related to book-to-market equity, can explain 

the cross-sectional stock average returns. The other future study is that we only 

consider the Information and Electronic industry in Taiwan stock market, one may 

extend to the whole market to see the whole economic phenomenon in Taiwan 

stock market.  

 

 

 

 

 

 


