MPOrPAMMA METANTYXIAKON ENOYAQN
R ANAAOFIETIKH EMIETHMH T | ET e 1 Ol TN O
& AIOIKHTIKH KINAYNOY AXOAAIZTIKHE EIIIZTHMHS

ACTUARIAL+RISK
MANAGEMENT

AITTAQMATIKH EPTAXIA
ne Oepo

«H meofAientinn iavoTTo TNG PEQIOUATINNG
ATOS0GY|G YIX TO AGPAAGTQO KIVODVOL UETOY DV

Doapmatog I'spaotpog
MAE/11004

EmBienovoa Kabnynroto:
Awatepivn [avorovhov (Enin. Kabnynrota)

Tobviog 2013



The predictive ability of dividend yield on equity

premiums

By
Fampiatos Gerasimos

A thesis submitted in partial fulfillment of the
requirements for the degree of

Master of Science in Actuarial Science
and Risk Management

UNIVERSITY OF PIRAEUS
Department of Statistics and Insurance Science
June 2013



Iegiindy

211 nopoboa epyxoio e€etalovpe 1 TEOPBAETTING IUAVOTNTA TNG KEQLOUXTINYG
amOd00g Y& TO ACPAIMOTEO %tvdLVOL petoywy oe 11 avemtuypéveg ywoeg.
Yrnokoyilovpe moAvOpoumes TEOPAEYES uxl EAEYYOLHE OTATIOTIUX TN
TEORBAETTINT] XAVOTNTA TWV UEQLOUATIXWY XTOSOCEWY YOY|CLLOTIOLOVTAG TOV
eheyyo twv Clark & West (2007). 1dwitepn onpaocioa Sivetar oe SOMES
aAMayeC Twv povielwv mEoPAedne xabwg uat oTY] GLOYETICY] TOLG PE TOV
owmovopnd nomrho. To amoteréopatd pog Oev  Oelyvouy XATOW LOYLEY
TEORBAET TN UAVOTNTA TV UEQLORATINGY ATOSOCEWY YLK TX XOPIALCTOX
nYOOVOL UETOY V.

Abstract

In this paper we examine the predictive ability of dividend yield on equity
premiums in 11 developed countries. We compute regression forecasts and
we statistically test the forecasting ability of the dividend yields by using the
Clark & West (2007) statistic. Particular attention is paid to structural brakes
as well as their correlation over the business cycle. Our results do not
indicate strong predictive ability of dividend yields on equity risk premiums.
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Eoaywyn

Katd moco pmopovpe va eyovpe aliomioteg meofiedelg o T UEAAOVTINES
NIVNOELG TV UETOYWV? YTTROYOLY TEOYVWOTIXOl BEIXTEC Ol OTOLOL TOEOLY VX
Hog SWoOLY TANEOYOPIES Y TO AOYAMOTEO %YSHVOL HETOYWV? AT eiva
HEQWME MO TX EOWTNUXTX TO OTOlA €YOLY ATAUCYOANCEL XXTH KULQOLG
axpnetohg avbpwnovg uat yopw amod autd €yet dnuoveynfel o onpavTy

BiBAoyapla.

Evag and toug mo Stxdedopévoug mpoyvwaTinods SelnTeg Yl T0 XCPAMOTQO
nVOLVOL UETOY WV, Eival O OElTNG UEQIOUXTOC-TIUNG XL ATOSISeTal WG )
amOS00Y Pe TNV OTOLX To LEANOVTING LEQLOUATA TOOSEOPAODVTAL UE ONIEQLVEG
npéc. Ov Fama & French (1988) woyvpiloviar 0Tt Ot HEQIOUATINEG ATOSOCELS
UTOEOLY Vo e€NYNOOLY EVX QO TOCOGTO TwWY XTOSOCEWY TWV UETOYWY AL
OTL Ol aTOBOCEIS TWV HETOYWY elvat peyeL evog onpeiov mpofiédrues. O
Cochrane (1992) aoyohelton pe 17 SlanbULavey TOL OelnTy| UEQIOUATOG-TIUYG Kot
TNV AVXADEL GE OQOLG OV AVTAVAUAOLY EITE AAAXYES TV UEQLORATWY EITE TWY
XMOSOCEWY TWY UETOYWV.

Epelg pe ™ oepa poag oty epyaoioc avty e€etalovue v mEoPrentinn
ILAVOTYTA TWY UEQLORATINGY XTOOOCEWY Yo T XTPAALGTOX ULYOLVOL UETOY WY
oe 11 avemtuypéveg YwEeS, Slvoviag eupacr oe SOUIUEG AAAXYES OTA LOVTEAX
npoBAednc nabwg nal OTY CLOYETIOY] TOLG UE TOV OXOVOUIXO uOXAO. 210
TOWTO  UEYAANLO  EloGyovpe  opopeva  Bewonuna  otoryelo  yo 1
TEOPBAePIUOTNTA TV LETOY®OV. AVUADOVLIE OQLOUEVOLS TROYVWOTIXOLS OEINTES
ot pefodouvg mpoPiedng mov yonopomotovvtar, uxbwg nar 1 pebodo
a€lodhoynong autev Twv TEORAEYewy. XT0 SeDTEQO XEPAAALO AVAPEQOUNCTE
017 TEORBAETTUY] MAVOTNTA TWV UEQLOUATIUOV XTOSOCEWY UXL SLATUTIWVOLLE
T0 Povielo mapovoug oélac. Emmiéov meprypapovpe mEOMYOLUEVES UEAETEG
OYETMEC e auTO 1O Oépax. 2710 TELTO UEPIAXNLO EYOLUE TNV EUTELQNN HAGC
XVIALGY] WOTE VU OLATIOTWOOVUE EXV LTAQYEL TEOBAETTINY| MAVOTNTA TWV
peptopatinemy anodocewv. H pekét poag épyetat voo ohonnpwbel oto tétapto
neQPaAoto  pe v owovouwy ofloddynorn (economic evaluation) Twv
anotereopatwy pac. Ilpoomabodue OSniady vo SmoTwooLpe eqv  Evag
emevduTng Oo elye OYeAOg Ao TNV AYOEA NG TANEOYOEYNOYNG TOL  TAUEEYETAL
ATO T AMOTEAECPUATA TIOL THQXE.



Keopdiaro 1: H TTooPfiedipotnta Twv petoymy

Iotopwa, 1 mEOPAeduO™TO TWY UETOYWY XTOTEAOLOE TAVTH EVX XOUETH
evOlpEQOY A& ot BLOMOAO eyyelENpha omO TASLEAS ETLOTYNUOVWV KoL
emevdutwy. L'evixa, 1 mpoBiedipomra twv petoywv mallet TOAD ONRAVTIHO
QOAO TOCO OT1 TIHOAOYNOY TWV TEQLOVOLAUWY OTOLYElWY, OCO XAl OTY
SLoyelplon EMEVOLTIUOV CTEATNYIXWY XAL YLK TO AOYO aLTO éva peyado mAnbog
petaBAnTwy yonotponoteitar yi 1 TEOBAEDY Twv anodOcEWwY TWY UETOY®V.
Emmiéov, n npoBredipotnia 1wy anodocewy EYEL GTUAVTIXES ETUTTWOELS GTOVG
eAEYYOLG YLX TNV XTOTEAECUATIXOTYTA TG AYOQXS.

Katd moco Opwg pmopodpe vo €YOLpe ETLTLYNMUEVES TEOPRAEYels oe plx
ATOTENEGUATIN YOEa? XOupwva pe peréteg twv Lo (2004), Timmermann &
Granger (2004) wou  Timmermann (2008), pohg vrnag€ovv poviéha pe
emttuynpéveg mpoPiedelc apctong Ho yvwotonombody xat o viobetnbody anod
TOLG LTOAOLTOLG, TEAYUX TO oTolo Oa mEouxkéoer v ayopd v ntvnbel pe
10070 0 omotog Ou efadeider ™V wavOTNTA awTH. L20TOCO, COUPWVE UE T7]
Oewpla  amotipnong meptovoloanwy  ototyelwy, 1 mEoPiedipoTTa  TwY
anodocewy Twv petoywv pmopel va mpoxinbel and v éxbleon oe ypovind
petaBailopevo cuvoluo uivdvvo, xot oto Babud mov emTuyNUEVH UOVTEAX
TEORAeYNC OCLAAXUBAVOLY (e CULVETEWX QLTO TO YEOVIA HeTABXANOUEVO
xGPAMOTEO VSLYOL, naTd Taox ThavoTNTa B TrEapeivovy emTLYNUEVX OTO

Y eOVvO.

[Tepoho opwg mov wo TANOwea petaAntwv yorotponoeital yloo 1y
emTUYNUEVY]  TEORAEDY  Twv  amodOcEwv, KLTEC  EUTMEQLEYOLY  TOAAEQ
anEOBAenteg ouvioTwoes. Avto épyetat va emPBefatwbel nat and 10 xAUVOVIHO
Hovtélo tou tuyaiov mepinatov (canonical random walk model), o omnoio
eywe Ywwoto ano tov Malkiel (1973). Zoupwva pe 10 LOVTEAO avTO, TO OTOLO
OLVAOEL PE TNV ATOTEASCUXTIXOTNTX TNG AYOQAS, OV UTOQOLUE VO EYOLUE
npofBAéelg pe onpepva dedouéva.

e Bewpnund eninedo toybel OTL Ol ATOBOCES TWY TEQLOLOLANWY GTOLYELWY
efapTwviar amd TN TMEAYUATINY] OWOVOUla 7] omola yopuxtnpiletat omo
peyakeg Stanvpdvoee. Eav 1 mocot)ta not 10 0Yog Tou GLVOALXOL %VSLYOL
ouVOEETAl UE OWOVOUIMES Slanvpavoelg, 10te Oo mEeémet va mepipévouvpe
yoovind  UeTaBoaAAOUEVES  GVAEVOUEVEG OTOBOCELS OMOPX UXL O L0
amoteAeopaTiny  oayopd. L't mopaderypo, Evag emevduTig TOL  ylveTo
TeELoc0TERO  nvdLVOYoPog oe Teplodo owovopng Lyeorg, Oa amartnoet
vPNAOTEEY ATOBO0Y TWV UETOYWV HOVIA OTO UATOTATO onuelo (trough) tou
owovouwoL nduxkou (business cycle). Apa 7 mpofredipdnta Twv anoddcewy
elvat oTeVa oLVOEDEUEVY e TIC UETXBOAEC TOL OMOVOUIMOD KOMAOL ot YU ALTO
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yoewlopaote petaBAntég mov vo g petpovv. (Campbell & Cochrane 1999,
Cochrane 2007, 2011).

H 6Bewplo opwg epyetoar no Béter uamotar Opwx yioe 1o peytoto Babpd g
TEORBAPILOTNTAC TWV ATOSOCEWY TOL CLVASEL HE TX WOVIEAX TLLOAOYYO7G
neptovotouwy  ototyelwyv. ‘Otav 1 7mpoPiediuotta  avty mepaost  To
OLYMEUQLUEVA OPLX, KTOQOLUE VO WAGUE €LTE Ylor MoKY] EXTIUNON E€lTe Yl
avenapxy ayopd'. Eriong 1 meofredipdtnia tov anoddcewv mov amoppest
ATO TNV AVETAOUELL TWV XYOEWV eivat THavO vor GLVOEETAL [UE TOV OUOVOUIUO
norho. Kt avto 8101t umogel va éyovpe eite MydTepn TANEoyYoENoY, cite oL
puyoroywmeg empEoeg umogel va emdetvwbody avahoyo pe Tic aAAayEg oTNY
owmovopia. Apa 1 TEOBAEPLOTTA TwY ATOSOCEWY EYEL VO MAVEL KoL YE TNV
epmeLola.

Emniéov, ov Lamourex & Zhon (1996) avapépovy nwg uia avaflomotioo oty
npoBAedipoTTa TV amodOcEWY UTOEEL Vo TEOXLYEL nat MO TG IBLEg TIG
owovouetomés puebodoug mov yonopnonotodvrat. A€ilel vou ONUELOCOLPE TTWG
Yyl v SLXTIOTWOOLPRE TO X%ATA TOCO EYOuV Yivel owoTég mEORBAEYeLS,
yonotpomnoteital o éheyyog tov out-of-sample Seiypatoc. ' v tovicbet 7
onpovTOTTar - touv  out-of-sample  eléyyov ywx TNV avdALGY NG
npoPredipdtrac twv  anodocewv, ot Pesaran war  Timmermann (1995)
emonpaivouy Ty oyéon avipeoa oty afeBoutdtta Touv povtédov (model
uncertainty) xot oty aotdbeta Twv Tepapétowy (parameter instability) yo ™)y
npoBAedn twv amoddcewv. H ofeBatdotntar €yet va umdver pe 1o OTL Oev
yvwotlovpe ovTe MO UTOEEL Vo eivat TO “UaADTEQO UOVTEAO”, 0LTE TG
AVTIOTOLYES TLUES TWV TARAUETOWY. ATIO TNV ALY, 1 aotdbeto Twy ToEapeTowWY
pumopel va petatpédel pe Tov xwEd v xaAO HOVTIEAO OE 1] XTOSEUTO.
Emmiéov, Moyw e aotabetag Twy Tapapétowy, eva xahO LOVTEAO UTOQEEL VA
adaéel pe v 1dodo Tov YEOVoL. AcSOUEVNS TG CUVAPELXS TWY UeTaBOAMY
TOL OWOVOUWOL UOMAOL ot TG TEORBAEPIROTNTHG Twy anodocewy, Oev
amoTeAel ExmANEn To yeyovog ot 1 afeBatdtnTa Tov pmovteov xat N aotdbetax
TWV TUQXUETOWY  ElvaL tOLlTEQU ONUAVTINY Yo TV TEORAeYN Twv anodocewy
TWV RETOY WY, ®xxwg avtol ot TaEayovieg oyetilovTal fe TIG LAUQOOMOVOUINEG
npofBAédetg.

2uvodilovtag, 71 mEOPAedN TV anodocewy Twv petoywy Ou amotekel mavTa
mtoe TEOUAN oY Ut OTwe B Sodue mopoudtw, nutd o nbavoTnTa, TOTE Oe
O pmopéoet var e€nynoet mopd eva winEd PEEOS Twv anod0cewy. AnOUT] %ot O
drxbeotpec pebodor vmapyovy yx v Bedttwvouy pe aflomiotion v TEORBAEd
TWV ATOBOCEWY [LE EVAY OLXOVOUIXA ONUAVTIXO TOOTO.

1 Ot tpég ayoag Twv 0V HETOY®MV XAl TwY TAEOROLWY TITAWY Sev eivor mavta pe axplBela TLUOAOYUEVES
%O TELVOLY VO ATTOXALYOLY OO TNV TEXYUATINY] TEOEEOPANUEVY] 0flal TWY UEAOVTIHMY TOUEIAXMY QOMY TOUGC.
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11  Ezninebo mpofBiedipotnroag

Edav avatpééovpe oe oyetwn Pifloyoaypia pnopovpe vo Bpodpe Stdpopo
HoVTEAX T omolx BeATIwVOLY TNV TEORBAEPILOTNTA TV ATOGOCEWY e UEYRAN
aélomotio, OpwG UEYOL €va OQLopEVO omuelo 10 omolo Bewpeitar xpnetd
dvonoro va Eemepaotel. [Towd etvar opwg awtd 10 onpeior Optopévor etdxol,
onwg ot Ross (2005 p. 56), Kan & Zhou (2007) noaw Fama & French (1988),
dovAedav mavw oe awTd KAl pag SIVOLY OQLOPREVEG ATIAVTHOELS Yl TO EMINESO
™G TEORBAEPIUOTNTUG TOL UTOQOVUE VO TEQLUEVOVUE.

Me 10 mapouxtw maAvdpouno povieho efetalovpe 11 TEOBAEPILOTNTA TRV
xmOSOCEWY TWY UETOYWV:

r=a+bx,  +¢, (1.1)
OOV,
r,: Elvat 10 ao9dMoTtpo nvdbvou petoywy ano T neplodo #1 éng £
x_: Bivaw po petafinm, Swbeoipn oto téhog g mepodov £1, mou
yonotpornoteitar yioo voo TooBAédel 10 aopaloTEo uvdLYOL pETOYWY (equity
premium).

g,: Elvou 1o opalpo, pe undeviny Hecr L.

Eva poviého tipordynone meplovotanwy otoryeiwv uxbopiletar and 10
otoyaotnd ovvtereoty] npoeoyinone (SDF) m,, o omolog eivar por tuyador
HETABANTY Yl T1v omola Loy beL OTL:

ER, m |1 )=1, j=1,2,..N (1.2)

Jt

omov R, eivaw 7 pntn and8067 TOL J TeELOLGLAXOL oTOoLyElov, evw [, elvat 7

TAneogopla 1 yeoviny otyuy 1. Me v mpobmobesn Ot t0 amivéuvo
emTONlO TEapeVeEL otabepd (mpdypx To onolo dev eivar Aabog, dedouévov oTt
oe GYE0T Pe TIG ATOSHOELG TV LeToY by aAA&{el eAdytota ) 1 Tahvdpopnon R
ano ™y oyéon (1.1), éyet éva avw Opto to omolo etvat:

R* < R; Var(m,) (1.3)

omov R, elvou 10 ywplg xivbuvo emtono (Ross, 2005 p. 56). Edw opwe ov Kan
& Zhon (2007) éoyoviar va petatpedouy avtd 10 qvw Opto tov Ross (2005)
WOTE Vo elvat O EEXALOTHO. 'ETol AOImov Topa, O GTOYACTIUOS GUVIEAECTY|G
npoefopinone mov meptypayetat oamod v oyeon (1.2) Sivetowr amd ToOV
TAQUNATEW TOTO:



my, = p, +(y =, 1) T (R, — 1), (1.4)

omov R elvat T0 Stdvuopx Twv amoddcewv (gross return) ywx T N
TIEQLOVOLOUR OTOLYELX, # EVXL TO HECO OLVLOUX Y TO R evew 2 elvat o
Tivarag oLVSLIUOUAVENG ToL R, E(m,) = p, not 1, elvor T0 povadtato Stavuouo

pe N otoryeto.

Eotw twpa ot z, =(z,,....2¢,)" eivor éva Sdvoopa pe K petafSintég mou
XVTLOTOLYOLY GE €VOL GUYXEUQLUEVO OVTEAO TLLOAOYYGYG XOPAALGTOWY KAl EOTW
70 auOoAoLbo PovTELO TaAvEEOUNOYG:

m,, =a+b'z, +¢,, (1.5

omov b eivar évae K-0010 Savuopo ouvieleotwv xuMong, evw E(g,)=0 xa
Cov(g,,z,)= 0. Yno v npotmobeon ot E(g, | z,) =0, n onola mpovmobéter ot
ot amodooelg uat ot uetaBANTEC nautaoTaoc (state variables) eivot elletmting
watavepunpeveg’, o Zhou (2010) Edeiée b1t 10 dvw OpLo Tov Ross yivetau:

R*< pzz’mo -R; Var{m,(z,)], (1.6)

omov p,, elvor N TOMATAY CLOYETION PeTad TOL z, XL TOL OTOYAGTIUOD
ouvtekeoty] mEoekoYAnong m,. OnNOTe €YOLUE MUK OLOLXOTINY| HELWGC?Y] TOUL
opiov awToL, apod o P, - elvon 011 TEAEN TOAD pinEo. Lo ToEddetypa, ot
Kan & Zhou (2007) ot perétn mouv éxavay édeiéav OTL 10 p,,  nopoiveto
petakd 0.70 now 0.75, YOMOLLOTOUWVTAG ELTE TO GLVOAIXO YXQTOPYULAAKLO TV|G
ayopag N 25 talvopnpéva yoptogulaxta yie 10 R Emmiéov, pe autég Tig
Tpég uan uno g npobmobéoeg Tov Ross (2005) 10 R® madpver Tpés petald tou
0.08% wo 0.18% 1o omolo eivat TOC0 YaunAG Tov epyovtal oe avtibeorn pe o
Oewonting Ot Tov povtéhov twv Campbell & Cochrane (1999).

Enopéveg BAémovpe OTL and (HeQldg LOVIEAWY ATOTIUYGYS TOL EVEQYNTXOL, O
TEETEL VO TIEQLUEVOLPE évar oplopévo emimedo meoPiedipomtag. Aniady, ot
YopMAEg wrviadeg Tipég tou R g tdfewg tou 1% (1 o Mydtepo) progel vo
onpaivouy  proe “modd  nadn”  meoPiedpoTTa Twv  amod0cEwV nal TNV
OVETIAOUELX TNG XYOQAC, ATO TNV HEQLE TETOLWY MOVTEAWV ATOTiUnong. A
YEVIXG XVOULEVOLPE Evar TePLoELopevo Babuo mpoBiedipodtnrag, eve pe poviela

2 Bva mapdSerypor eletntinnc xatavopng eivar 1 t-distribition 7 onoio et anoderylel and tovg Tu &Zhou
(2004) 61 mpoooppoleton nakd yro Sedopgva anodocEwy.
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mov e€nyodyv éva TOAD HEYXAO HEQOG TwV amoddcewy Ba mEemel v elpaote
1St TR EMPUAXATIHOL.

EmnpocOétwe, ot Inoue & Kilian (2004) nov o Cochrane (2008) ot Monte
Carlo mpocopoiwon, €detav Twg Otay Eyovue oav oTOY0 Vo SOLUE TO TOTE
amoppelintetar 1 pndeviny vmobeon, ot B #0 ot oyéon (1.1), 101 0o 1n-
sample ékeyyog elvar xaAbtepog amd tov out-of-sample. Emiong o6oco
weyadbtepo elvar to in-sample Selypa to00 vYhdTepeg e Yo 10 R® O
gyovpe, eve Y to out-of-sample Oo eivar ovyvd mo yapnro. Iapoko Opwg
mov yevind Oo TEémet va teptpuévovpe eva ToAL pino Babpd moofiedruotmTac,
aLTO UTOQEEl Vo OONYNOEL O [ior ONPavTiny] abnor TG WPEMUOTNTAG EVOG
nvouvoYoou enevduTy 0 omolog dev emnEedlEl TIC TLUES TN AYOQAC.

1.2  ITpoyvwouxoi Seixteg

2T1¢ aEyEg g Senaetiog Tov “60, pio mAnBwoa peletwy apyilet vo e€etalet Ty
TEORBAETTINT] MAVOTNTA SLAPOQWY TEYVIUWY OEUTWY, CUUTEQLAXUBAVOUEVWY 1ot
noavovey  guitooplopatog  (filter rules) xot uvodpevey péowv (moving
averages)’, Ol OTOlOL &YOLV OXOTMO V& TXEEYOLY TANEOYOPIES YL TG
perhoviég anodooelg Baolopevor otg magehboviég nipéc. O Alexander
(1961 & 1964) ovalbovtag OSudpopoug Oeinteg g ayopds, EéByoke T0
ovpTEQaoUa OTL Tor YoETOPLAdM Baatopéva oe filter rules éyouvv vYnAdTEEES
anodooelg and 1o buy-and-hold* yaxpropurdsaa mov emevdbovv ce Seintec.
Qot600, ovppwva pe peléteg twv Cootner (1962), Fama and Blume (1966) no
Jensen & Bennington (1970), eav avti yie Seinteg ayopwv acyoinbovue pe
EeywELoTEG PeTo)Eg TOTe oupPBalvet To avtibeto.

Mio Sexoetio xQyOTEQX, EYOVING OLYUEVTOWOEL Ml HEYXAN PBrBAtoyoogpio,
XMOSEMVIETAL OTL AOUETEG OLMOVOUIMEG UeTaPANTES UmoEOoLY va TEORAEdOLY
(unviedeg/Totpmviaieg/etnoteg)  amoBOOES  PETOY®GY, YQNOLUOTOLOVTOG  T1)
nadvdpopn oyéon (1.1). O mo Snpogiing nEoyvwoTnog delutng elvat o
Seintng peptopatoc-tpng (dividend — price ratio vy D/P). O Seintng avtdg
gyet Onuovpynoet pa onpoaviny) Brloypapio, onwe oty twr Rogeff 1984,
Campbell & Shiller 1988a, 1998, Fama & French 1988, 1989, Cochrane 2008,
Lettan &V an Nieuwerburgh, 2008, Pastor & Stambaugh 2009. X0ppuva phe auTég
TG UEAETEG O BEIUTNG AVLTOG EQUNVEDETAL WG 7] ATOBOCY] EXELVY], e TYV OTIOlX TX

3 S otanotud], évag wvntoe pécog, slvan dva eldog ikTeon TOL YEnolwomoleiT Y TV avdAuoY evde ouvdhov Sedoutvey,
SNULOLEYWVTAG (Lo TELRG ATO UECOVE SLEPOEWY LTIOGLYVOAWY TOL TAYEOLS GLVOAOL BeSOpEVWY.

4 M Bt enevdutind] otpuTyn) 0TV omola vag emevduTiiC ayopdlel HETOYEC Mo TIC HEUTE Yl MEYHAO YEovixd StdoTiue,
avelaom T amo TG Stanvpdvoetg g ayoeas. BEvag emevdutig mov spapudlet pa otpatnyny buy-and-hold emdéyer evepyés petoyée,
A& ptac opa oe i Béom, ot Sev aoyoheitan pe Tt BEaryvTEOdeoies SLMVUAVOELS TV TLUMY XL TWY TEYVIUMY SEUTMY
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perhovting peptopato mtpoefophodvtal pe onpeptves Ttués. H evadhantina, wg
7] ATEWOVLOY] TWV TEOOTTIUMY YL T UEQLOUATAL.

O Rogzeff (1984) dwxmotwvel OTL 0 delntng g peplopatinng anodoong e€nyel
EVOL OYUAVTIUO EQOG TWY UIVOEWY TWY ETNOLWY ATOS0CEWY TV Uetoywy. Ot
dapopeg peléteg edetyvay OTL 1 TEOPAEYPLUN OCLUVICTWOX TWY ATOGOCEWY
anotelel éva TOAD WwEO mocooto (mepimov 3%) g SLMLUAVONG TV
anodocewy. X1y epyacta toug or Fama & French (1988), anodewmvbovy 61t 10
TOCOOTO aLTO MUToEel va yivet uat 25% OTay YOYOLLOTOLOLPHE TO OelUTy
HEQIOUATOC - TIUNG 011 malvdpopnoy, yw 2 pe 4 ypovia HUTQEOCTA.
[MTopatneovy emiong OTL 7 EMEENYNUATINY  WOVOTNTX  TNG  HKEQLOUATIUNG
anO8007g aLEdvEL e TOV XEOVIMO 0pILoVTa ATOBOCEWY.

Emniéov, ot Campbell & Shiller (1988a) eiogyovy 10 poviého tov deinty
peptopatogc — npne (Dividend-Price ratio model) 1o omoio avoiyet véoug
opilovteg 0NV owovopia. XQO7OILOTOEITAL Yl VO WEAETNOEL T OOUY TwV
XVOXUEVOUEVWY — ATOBOCEWY, BV  OTYY  TEAYUXTIXOTNTX  Elval Pl
HaxEonEOOECUY] AVAEVOUEVY] ATTOBOGY] ULNG KETOYNG UL EMNEEXLETAL ATO TIG
alhoyég ota mpaypatind peplopata. To D/ P povieho eppnvedet 1o Aoydptdpo
TOL OEUTY] UEQIOUATOC TLUNG WG LK XVIXUEVOUEVY] TOOSEOPANUEVY] TIUY] OAWY
TWV  HEAAOVTIMOV TOOCUAQUOCUEVWY TEOEEOPANTIMWY EMTOXIWY  AVATTLENS
(growth - adjusted discount rates). To povtého avtod efaptdtor and TNV
TOLOTNTX TWV TEOCEYYIOEWY XL %ATA CLVETEWX Ao To dedopéva. EmmAcoy,
KToQel vor TepLypopel xot ooy o Taeadoyn tov poviehov tov Gordon “ D/ P
=r—g”, nutd v onola Ta peplopata avfivoviar pe otabepovg pvbpoue.
2T TEAUYROTIXOTNTH elvat ptar paxponpobeopa avapevopevy anddoan g

UETOYTG.
AAAeG oovopIEC LeTaBANTEG pe TEOBAETTINY ttavOTN T Elvat ot e€Ng:

e FEarnings — Price ratio (Adyog xepdav/tung),
Campbell and Shiller, 1988b

e Book-to-market ratio (Aoyotinny aéia TEOg aryopaic)
Kothari and Shanken, 1997, Pontiff and Schall, 1998

e Nominal interest rates (Ovopaotino enttonto)
Fama and Schwert, 1977

e Interest rate spreads (Spread emitoniwy)
Campbell, 1987, Fama and French, 1989

e Inflation (ITAnOwetonodg)
Nelson, 1976, Campbell and Vuolteenaho, 2004



Dividend payout ratio (ITocootd Awavepdpevey Kepdov)
Lamont, 1998

Corporate issuing activity (Etatpw) Spaotnototra éxdoorg)
Baker and Wurgler, 2000, Boudoukh et al., 2007

Consumption - wealth ratio (Adyog xatavdAwonc-thodTou)
Lettau and Ludvigson, 2001

Stock market volatility (MetaBAntotra Xonpatiotreiov)
Guo, 2006

Labor income (Eio0dnpo epyactag)
Santos and Veronesi, 2006

Aggregate output (Zuvoluy Tooywyr)
Rangvid, 2006

Output gap (ITopaywynod nevo)
Cooper and Priestly, 2009

Expected business condition (Avapevopeveg omovoutnég auvinmeg)
Campbell and Diebold, 2009

Oil prices (Tt netpelaion)
Driesprong et al., 2008

Lagged industry portfolio returns
Hong et al., 2007

Accruals (AedovAevpuéva)
Hirshleifer et al., 2009
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1.3  ITpoBAiemtuen ixavotnta — Mébodor mpoBiedng

Ot mpofAederc epyovtar xat yivovtal mo nepinhoxeg Otav o Stambaugh (1986,
1999) ewodyer v éwota g pepoindiag (bias). Avty eppaviletar Otav 7
eapmuévn nat 1 ave€aemTy  petaAnNT) g malvopopnorng,  etval
ovoyetiopeves. [Tio ovynexptpéva, and v (1.1), otav vrapyel ovoyéton g
npofienopevng anddoong r,, nat e petaPAnme  x,. Opwg otav
yonotponotodue evae oLUPBaTinGg Eheyyo t-statistics yix vo ehéy€ovpe TNV
apepoindia (dnrady va ehey€ovpe ™ undeviny vrnobeor, Hy: B=0), propodpe
ebxolx var odnynbovpe oe Aavbaouéva ocvpnepacpata. I to AdOyo awtd,
LTXEYOLY  MEAETEC  TOL  [BEATIOVOLY TV  CLUTMEQUOPATOAOYIX — TWV
nokvdpounoewy. Tétoweg peléteg eivar tov Amibnd & Hurvich (2004),
Lewellen (2004), Torous et al. (2005), Campbell & Yogo (2006), Amibud et al.
(2009) wav Pastor & Stambangh (2009). Emmdéov, o otoryela yio v
TEORBAPIROTNTA TV ATOBOCEWY TWV HETOYWY YOYOLLOTOLWVTAG OEiUTES
XMOTIUNONG  eppavilovtal oLYVE LoYLEOTEQX O TLOo  paxponpobecpoug
optlovrtec.

Qo1000, TOEX TIC UEYXAEG OLXOVOPETOWMES OLOXOMEC Twv TEOPBAEYewv o
Campbell (2000, p. 1512) dwxmotwvel OTL Ol TEQLOCOTEQOL OWUOVOUOAOYOL
déyoviar Twg N ovvolur amodoon (aggregate return) EUTEQIEYEL ML
onpovtny] TEoPreYiur ovviotwon. Mehéteg twv Bossaerts & Hillion (1999),
Goyal & Weleh (2003, 2008), Brennan & Xia (2005), noav Butler et al. (2005),
vrootpilovy OTL Ta in-sample SedOPEVH TOL TAIPVOLPE Yl TNV EXACTOTE
neoB e Sev eiva avBenting (robust ).

Emniéov ov Goyal & Weleh (2008) Seiyvouv 6Tt and tov €heyyo Ttou out-of-
sample ta amoteréopata g oyeong (1.1) amotvyyavouv va Eemepacouvy To
onpelo ovapopds (average benchmark forecast) Ttwv amhev toTOQMGOV
npofBiédewy, t0 omolo vmobéter 61t 10 f g oyéong (1.1) eivoar pndev
Stupopetna OTL 7] TANEoYopla X, Oev elval YONOIUY 011 TEORAedn Yl TO
%oPIMATEO 1VSHvon, 660 avagopd o MSFE’.

To povtého mEoPiedng moAanAng malvdOuNnong mov mepthapuBavel OAOLG
TOUG SLVATOLG TEOYVWOTIHOLG Oeinteg, T0 omoio ovopdletar “kitchen sink
forecast”, Ti¢ MEQLOCOTERES YOPES TAAYEL YELROTEQX ATOTEAECUATA XTO TOV
totopwd peco. Opwg, o cLAlOYY and TEOCYATES WEAETEG Oelyvel OTL
oplopeveg mpooeyyloels TEORAedng Behttwvovy 1 meofieduodtnTar TOL
XCPAMOTEOL nVOLVOL Mol EEMEEVOLY ONUAVTIXG TOV LOTOPMO HECO OTWG
(pariveTal xal 08 ATOTEAECPATA TOL out-of-sample Selypatoc.

> Mean Square Forecast Error 7 uéoo tetpaywvind opdipo npdBiednc.
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Avtéc or peléteg yonorpomooLy uefodovg  mov €YOLY VX MAVOLY PE:

» Tlepopopods  poviehwy  omovopev  xwvntowv  (Economically
motivated model restrictions)

Campbell & Tomson, 2008 , Ferreira & Santa Clara, 2011

» Xuvduaopoig tpofiédewy ( Forecast combination )

Rapach, 2010

» Acinteg Sidyvong ( Diffusion indices )
Ludvigson and Ng, 2007, Kelly and Pruitt, 2012

» AMayég natdotoong ( Regime shifts )
Guidolin and Tinmermann, 2007, Henkel, 2011, Dangl and Halling, 2012

Avtég ot puébodol OTWG aVaPEQUUE KoL TEONYOLEVKS EPpavi{oLy TOAD XaAd
out-of-sample amoTeAéopaTo Kol AVAADOVTOL TUEANATW.

L lepioptouol uovtéhawv owovournav xrjtowy
Avt] 7 mEooceyyon emPBAAEL TEQLOQIOUODS  OLMOVOUIUMY  HVNTOWY  YLot
noaAvdpopnés  mpofBiéderc amodocewv petoywv. And ™ oyéon (1.1)
TLLOVOLE:

hn=q +bi'x1',t +& 1 (1.8)

onov 7,

=1,2,...K, pe K va eivar ot mbavol mpoyvwotxot deintec. H avtiotoryn
npoBAedr Sivetatl and ™) oyeo:

elvar 7 AoyopBuiny vmepBdilovon amodoon TG METOYNG Mo

I/’\'i,t+] = LAZH-[;i X (19)

OmoL @i, b elvan extiuToLeg eharyiotwy TeTEXYGVLY Twv @i xat b avtictorya.
To neploptopevo dwxbéotpo Seiypo extipnong, Sedouévov OTL oL amod0oELg
TV HETOYWY TEQAXUPBAVOLY WL XOUETA UEYXAY aTEOPAENTY] OLVICTWOU,
ONPLVEL OTL OL TAEAUETOOL TOL LOVTEAOL TEORBAeYNG exTIH®VTAL TOAD ®OQLOTA,
TOXAYUX TOL UTOEEL Vo 0ONY1OEL Oe *on1g anod00Yg TEORAEYELS. LUV Pe
toug Campbell & Thompson (2008), edv n b, éyet un avopevoueveg evdeiferg
tote Odtovpe b;=0 oty (1.9). BEmmkéov, n extipnon tov xvdivou
ovvenayetot OeTind avapevOpeVo ao@IALGTEO nvdhvov, eTol wote va Hetovpe
™ TEORAed lon pe pndev, eav fryy <0 omy (1.9). Tétowor meplopopot
Heltwvouy v afeBatoTNTa TG EXTIUYONG TWV TUEAUETOWY UL GLUBXAOLY GTY

otabeponoinon twv meoPiédewy g nalvdpounone. Ov Campbell & Thompson
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(2008) Bpioxovy o1t oe avtifieon pe T ywple meploplopovs TEoBAédewv
StpetaBAnTov naAtvdpounoewy, ot Takveeounes TEOBAEYELS e TEPLOEIOUODG
nov Baoiloviar oe plo oelpd OMOVOUIMOY UeTa ATV EemeQVOLY TOV LGTOEWO

neco meoRiedng.

AAAOG TOTOG TEELOPLOU®Y elvat O emtpépoug (sum-of-the-parts) twv Ferreira &
Santa-Clara  (2011), o omolog yonowponotel Seixteg amotipnons. Eyet
anodeybel OTL 1 cuvoluY] anOS00Y] Sivetal AmO TOV TOTO:

R,, =GM,,GE, (1+DP,) (1.10)

t+1

He GM,, = M,,/ M, va elvor 0 Seintng avamtuéng, (M, = tun petoyng/éooda

=P,/E,), GE_, =E,, /E, na DP, =D,/P, 0 deintng peplopatoc-tune (D, to

t+1

péotopa). Eve 1 avtiotoryn AoyopBuwny anoddoor, v onoia ot Ferreira &
Santa-Clara (2011) yonoiponotodv wg Baon ya 1ig npoPredelc twv petoyny,
elvat:

log(RtH) = gmt+] +get+l + dpt+1 (111)

omov gm, ge xat dp eivar ot Aoyapipor twv GM, GE noat 1+DPug
avtiotovya. Ov Ferreira & Santa-Clara (2011) yonowponotody v (1.11) wg
Baon yro g mEoPArédelg twv anodocewv. H adénon twv nepdwv eivar oyedov
evTeAwG amEOPBAETTY], EUTOC ATO WX YOXUNANG-OLYVOTNTAG CLUVICTWOM, XaL YU
awto ot Ferreira & Santa-Clara (2011) yonotponotoby éva 20-e14 nvnto péco
10V AoYoEIOLoL ™G AVETTLENS TwV 1eEdWY, 6T0 YEOVO t, e’ wg mEORiedn
v 1o ge,,,. H empépove (sum-of-the-parts) mpofiedn twv acyparictowy
nYOLVOL ETOY WV OLVETAL ATO T1] OYEON:

P = g€’ +dp, = Tpeu (1.12)

omov, 7., eivan 0 hoydptBpog g yweis xivduvo anodoong na gegl eivar v
neoPredn tov ge.. Ou Ferreira & Santa-Clara (2011) deiyvouy 0Tt 1 emtpépoug
(sum-of-the-parts) npoBiedyn tovg, €emepva Tg TEOPRAEYEC TOL 1GTOEKOL
néoov. Akilet va onpetwdet nwg odppwva pe ™ Monte Carlo npocopotlwon, ot
EMUEQEOLG TEOPBAEYEIC TXEAYOLY TO ATOTEASOUATINEG TQOYVWOELS, KELWVOVTAG
TO CQAUAU.

1.3.2 2vvévagudc mpofhéiewr
Onwg toviotue and tov Timmermann (2006), o cvvdvaopog meoPAiédewy
pumopet va Bewpnbel wg pa otpatnywy Sxpopomoinong mov BeAtiwvel TNV
anodoon g mEoPBiednc pe Tov 8to TEOTMO TOL 7] SLPOEOTOINGY] TWY
otoyelwy TOv eveEyNTMoL Peltiwver TV amd300Y TOL  YAETOYLAXXIOU.
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AwoucOniind, and mAevpds TEOPBAEYNG TwV AoYAAGTEWY AVEHVOL HETOY GV,
nafe Eeyweltotd pOVTEND €yEl CLTEQIAGBEL TIC OIMEG TOL CGLYUEXQLUEVES TITUYES
Yy g ouvbnreg g owmovoplag. Emmiéov, 7 mpoBAentiny wmovotnTo evog
HOVTELOL UTOEEL Vo adAaEel e 11 TEEOBO TOL YEOVOL. A &V LTIAEYEL E0TW
Nl e TOAD QY] OLOYETLION WETaED Twv TEORAEYewy, TOTE O CLVOLAGUOG
toug O Snpovpynoet Mydtepo evpetainteg npoPreders. (Hendry & Clements
(2004), Clements & Hendry (2006), Timmermann, (2006) ). H avtiotorym oyéon

Yl T€Tolou eldoug TeoBAédetg eivat 1 e€ng:

K
=Y @, i (1.13)
i=l1
n omola elvan piae poEyy otadpiouévou péoov, pe Baon {m, ), o omola éyouy
vae navowy pe Tig Stxbéotpeg mAnpoypopleg. 'Eva amhod not ebrxolo mapaderyuo
elva vao mpovpe oo B, dnAadn va Bewpnoovpe o1 @, =1/ K yix #dbe 7,
omov Oev ypeelaleTal Vo EXTIUNOOLHE TOV oLYOLAOUO Twv Popwv. To
TAcoveEXTpa edw elvat OTL Oev amatteltar 1 extipnoy yx Tt cuvdvalopeva
Baon. Xvvnbwe, eivar Svoxoro va extiunbodv pe axptBea o Baprn yw mo
e€elnmpévoug ouvdvaopong L20T000 UToEel v eivat wPEAPO va “yelpovue”
T ouvdvalopeva By TEOS OPLOPEVES ETLLEQOVS TEORAEYELG.

[Toog avtn ™y deéax mvnbnne o Rapach (2010), o omoiog vmokoyloe eva
npoe€opintino MSFE ( discount MSFE 1 DMSFE ) cuvdvaouod npoBiédewy,
o omolog vroloyilet ta Baprn pe PBaon Tc anodocelg Twv TEOBAEEwY TwY
EMUEQOVG LOVTEAWY GE Wiar ouyxexpLpévy] out-of-sample neptodo (Stock &
Watson, 2004):

K
o -1
a)i,t _(pi,t /z(pk,t b]
k=1
t—1

' -1 “l-s A 2
onov @, 229’ f(r, —Fis),

pe 1o 0 va eival €vag ToEayovTag TEOeOYANaY g evw oto z+1 éyouvpe TNV
évap€n tov out of sample. Ov DMSFE mnpoBAiédeic amnodidovv étot
HeyoALTEQO BAEOg OTIG EMLUEQOLE TUAVOQOUIMES TTOORBAEDELS pE YXUNAOTEQO
MSFE, dniadn naddtepn anddoon meodPiedrng, o1n ovyxexptpévy out-of-
sample meptodo. Otav 10 0=7 Sev vrnapyet TEOEOYANTT], EMOUEVWS OAES OL
TEXTYENOELS elvat TO 18to uatavepnuéveg otav vrnoroyilovpe 10 MSFE. Eve
eav 10 0O<T Odlvetar mepLoocOTERO BAEOg OTIC TO TEOCYRTEC XTOSOCELS
npofBiédewv. Eivar afloonpeiwto 10 011 0 amhog ouvdvaopodg meofiedewy
anmodidet TOAL naALTepa and tnv kitchen sink mpoBiedrn. H molhaming
noaAtvdpopnong kitchen sink mpoBied, enpoaletat oe popeyn andxlong:

K
= ﬂiKS(xi,t _Xi)+gz+1 (114)
i=I

|

rt+l -
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omov r not X; elvar ot péoot twv 7, xa X, PBoactopevor otg Sixbeotpeg
TAneoyopieg ) ottyun e TeoPredne. Apa 1 kitchen sink npoBAiedrn Siveton

Ao TO TOTO:
N & AkS ~
’?+1:r+2ﬁi (xi,t_xi) (115)
i=l1

/\KS
(B, elvart O exTNTG EAXYIOTWY TETOXYWVWY TOUL ﬁiKS 0T1] TOMXTIAY

naAvdpounor ). Enopévwg o ankog cuvdvaopodg npoPiédewy expodletar anod

™0 O)Eo:
K A
o=t 2B, ) (1.16)

2vynptvovtag ttg (1.15) now (1.16) mopatroodpe OTL 0 amAOS GLVOLACUOG
npofiedewy avinabiotd 1o ,[?lKS oy (1.15) pe %,@l Me avt6 tOV TEOTO
gyovpe mo otablepéc mEoPAéderg SLOTL €tot petwvetar 1 RETABANTOTNTA TG
EXTIUNOYG %ol LEEWVWYVETAL 1] TEORBAedN evavtt ™ TEORAeYrS ToL LoTOEWOD
peoov. Bvag andun mov acyonbnxe pe tov cuvdvaopo npofiedewy elvat o
Cremers (2002) o omolog yonotponoince Bayesian povtéha (BMA®) wote va
EVOWUXTOOEL TAYQOYoPLeg and mbaveg mpofAédelg ota mAdiolx T1g TEOYVWONG
He ToALYOQOUNOY. XTnV épeuva mov exave (Yl v mepiodo 1969-1998) o
Cremers (2002) dramiotwver OTL ot unviaieg TOORAEYELS aoPUAIGTOWY %VSLVOL
twv HITA mouv Baoilovtar oto Bayesian poviélo pmopoldv v Eemepdoouvy
eEAXPOWS TOV LOTOPWO HECO OVXPOQEAS, EVW LTEQTEQOLY CYHUAVTIUR XTO TG
npofBAédelg mov Pooilovial o POVIEAX TOL ETAEYOVTAL HECW GULUBATINWY
xortnpiwy 6meg 10 AIC %o SIC.

1.3.3 Aeinrec Adyvone
To povtéha pe Seinteg Sayvaorg mpobmobetovy 017 oy TOLG Eva CLYTEAEOTY
Yl vae navowy mpoBiéderc. H oyéon mov toyvet edw eivat:

x,=Afi+te, , i=12..K (1.17)

[ Btdvuopa g-oToryElwY, THEXYOVTWY.
At davuoua g-otoryelwy, loading factors.
e, : 2ok undeviung péong g, ‘Eva awoteo povtého vrmobéter ot avtd

elval LoLOYETLOTA.

¢ Bayesian Model Averaging
7 Akaike information criterion (AIC) ou Schwarz information criterion (SIC)
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Eva awoted povtého vnobeéter Ot ot Opot SaTaEayNg elvat TXLTOYEOVA Kot
oelploaxd aoLoyETlotol. Il 0ToLodNTTOTE LOVTEAD ML AV EYOLUE Ol TULEAYOVTEG
umopovy  vo  extiunbodv  pe ouvvemelr  xar  va yenotpomombodv g
TaMvdpouNTES 610 anolovbo povtého nEodRiednc:

Iy =dp + ﬂzv)lfz +E€, (1.18)

onou, B, etvoar 10 Sdvuopo Tou  ouvieheoty] xMong  (q-otoryelwv). M

TEORAed] Yl xoPAALGTOX HVOLVOL PETOY WY Sivetat Ao Tov axolovbo toTo:

~ DI A A

Fi+l = dpr+ [%'D, ft,t (1.19)

OTOV f,’, elvat 1 extipnon tov f; Baotopevy ot dwabeotprn mAnpopoenon yu
] meptodo £ Evo Qpp now Bp; eivau EXTIUTTOLEG EAXYLOTWY TETOAYWVWV TV
app wa Ppr oavtiotoryo. Opwe yLow vor *&VOLPE X107 TwV TUEATEVE® TEETEL VL
TEOGSLOPIoOLPE TO ¢, dNAxd” Twv oEtbpd Twv mapayoviwy. BEva mboavo
petovertpa aug e pebodou eival OTL Ol EXTIUWUEVOL TTLEAYOVTEG EYOLY
oyedaotel yroo voo e€nyodv 17 oLVSLANDPAVOY] HETAED TWY UEUOVOUEVWY
TEOYVWOTIXWY TAEXYOVTWY YwELS vor AapBdvouy o ™) oyeon uetaéd autwy
TWV TUEAYOVTWY KAl TWV OTOYELUEVWY UETABANTWY TOL YEEX(OUXOTE Yo TG
npofiédes. Iotopwma avagépovue Ot ov Kelly & Pruitt (2011) ovénto€ov éva
three — pass yiltpo nokvdpopnone (BPRF) yw va extiunocovv toug mio
ONPAVTIXOLE TXEAYOVTES Yl T TEOBAEYY TwV GTOYWV.

1.3.4 Regime Shifts

Zoppwve pe v épevva v Paye & Timmermann (2006) noaw Rapach & Wobar
(2006a) oc nokvdpopund noviedx TEORAeYNG Yo TIC GUVOAIEG ATOBOCELS TWY
petoywv twv HITA, n pébodog avtn avayvwpilet Ot 1 Stadasio moepaywyng
dedopévwv Yl TEoPAEYELS PeTOY WY LTOKELTAL OTNY AoTADElX TWV TUHEXUETOWY.
M mpwtonoptaun epyacioa tov Hamilton (1989) eicdyet pio ooty y
povtelomoinoyn oAkaywv (modeling breaks) 7 omoix vrmobéter oT ot
TUEXUETOOL AXpPBAvVOUY SLaOEETIMES TIHEC OGO 1] owovoula arkaler oe
oxeTMa PUmEO oo ratacTdcewy. 210 mAxicoto ™G TEORAedipOTNTAC
amOSOCEWY TWV UETOYWV, EIVAL YUOIXO VX TIEQLLEVOVUE TETOLEC UXTAOTAUOELS TTOV
avTioTolyoLy oe avdmtuér/Dpeon Touv omovopxod xuxkov. 'Eotw to noapondte
TAtvdpopno povtého Markov:

7

t+1

=as + P, X% + 05, U, (1.20)
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OTOoV, X, elval Evar SLAVUOPRA HE TEOYVWOTIMOLG TUEAYOVTEG, U, EIVXL WL
HeTaBANTY pe pndevind péco nat povadtaio Standpaver xat S, eivor peoe 17
€ne Moprofuavy Swdwmacia TOL AVTITEPOCWTEVEL T UATAOTACY] OTNY
owmovopla. H S, pnopet va mapet anepateg ttpég peta€d 7 not 7, oL onoleg
QVTLOTOLYOLY  OTY] UXTXOTAGY TYG OWOVOMIG, &vw 7 Metafooy Twy
NATAOTROEWY ALTWY OETETAL XTO EVAV 72 X 77 TUVUAA PE YAQUUTVOLOTIUO
otoyelo:

P, =Pr(S, = IS, =i) , ij=12 .

Enetdn Opwe 1 kxTtaoTasy] ¢ OMOVORING elvat Un-toQatnenNotuy, o Hamilton
(1989) eroayet o Sty tov pébodo, avanthooovtag eva Uy YOXUUHO PIATEO
Tov PmoEel va YONolwoTowbel Yl Vo EXTIUYOOLUE TIG TXEAUETOOLS TOL
MaproBtavod povtéhov péow péytotng mbavogavelag nat va e€ayovpe
OLUTIEQACUATA YL TY] XATAOTXGY] TYG OWMOVOUING. YO TOV 0RO TG EXTIUNGTS
Twv nopapetowy oty (1.20), yioa 7z = 2 1 mpofredn g 7,,, elvat:

A MS

Fen =Pr(S,, =111 )+ B, x)+Pr(S,,, =2 | )(a+ B, x,) (1.21)

+1

omov Pr(S,,, =j|1)evar 1 mboavota n S, =/ Oedopevng g Srabeotung
ningoyopliag I,. Ta &; o Bj elval O EXTLUNTELEG TV @; ot fj avtioTory,
ano (1.20) yonoponowwvtag ta Stxbeotpa dedopeva 6To ypoOvVO # 1o o j=1,2.
2e meplodoug Omouv eilvar SVGUOAO Vo TEOPBAEPOLUE TNV EMOWUEVY] AATACTAOY]
fewpodpe ioa  Bapn otx  uxbectwta  Twv  mEOPAEYewv,  SNAadY
Pr(S,, =1/1)=Pr(S,, =2|1)=1/2. Eve aviictorya, OJivovue 7eElo0OTEQO
Bapog exel OmMOL €yovpe UXALTEQY TANEOYOEYNOY. Me TOV TEPOTO ALTO, Ot
MapnoBiavés mpoBréderg ndvouv Stxpbpwtinég addayés (structural breaks)
OTIG TUEXUETOOLG TWY HOVTEAWY OGO LTIAEYEL 1] xBeBatdTNTo Yo TN UATAOTHCY
TG OXOVOULNG.

+1

Mioc GAAn] HOQEYY HUOVIEAWV Elval T WOVTEAX YOOVIUK HETABAANOUEVLY
napopetowy (TVP) 1o omola emitpénovy otig mapapétooug va  e€ehiooovial
ato xeovo. Anhadn eiva ooy v Eyovpe oe ndbe véa meplodo, véo povtéro. Ot
Dangl & Halling (2012) Sivovy v Toa@axdtw ToaMvOQOUNGY YL oGUTE To
HOVTEAQL:

’;+] = at + ﬂt' xx + gt+] (122>
a, _ a,, Wl,t
(ﬂt] _(ﬂt—l]-i_(wz,t] <123>
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omov €, ~N(0,0%) naw w, ~N(O,W,), ue w,=(w,,w;, )" (1.23%)

O¢tovtag meptoptopong ato W, , 1o TVP poviého mov divetar and g (1.22)-

(1.23%) pmopel va extipnbel yonopomowwvtag 1o idtpo touv Kalman xat 1
peytoty mbavopavern. H mpofiedn y 10 aopdiotoo nvddvou petoywy,
Baoopevo oto TVP povtého etvar:

A~ TVP A

P =t B, x,, (1.24)

A

OTOL T @iy %L f3,, vt OL EXTLUNTOLES TV a, not B, avtiotorya, and (1.22)

tt
yonotponotwvtag ta dtabéoipa dedopéva oto ypovo r H mpofiedn avtn
EMTOETNEL OTOLG GLVTEAEOTEG TOL poviehov va e€elybodv oe éva yevind tpOTO
etol wote 1) mEORAedn va unopel v aviamoxptfel oe aAAYES TG OWMOVOUING
nov e€apTtdtat and SiapoEoug napdyovtes. Tehog ov Pettenuzzo & Timmermann
(2077) Bewonoov xaALTEEY T TEOGCEYYIOY 7 OTNOIX EMLTEEMEL OQLOPEVES
XAXYEC OTOLG GUVTEAEOTEG TOL TMXALVOQOUIXOL HOVTEAOL, Toed vmobetovtag
OTL oL ovvtereoteg efeMooovial ouveywg Lo ™V Tapxdoyn w, ~ N(O,W)).

Aeiyvouy axdpn OTL Ot SOUIKEG AANAYES OTIC TAMVOQOUTOELS EYOLY OYUOVTINES
OLVETIELEG Yot EMEVOLTEC pe poupompobeopo opllovia xal OTL ayvoWVTAC TIG
XAAXYEC AVTEG UTIOQEL VX EYOVUE G ATOTEAEOPA XOUETA UEYIAES ATIWAELEG.

1.4  A%oloynon npofiédewy

Tt vae ehéyéovpe natd mOcO pior TEOPAeY elvar auEtBNg eAEYYOLUE TO UECO
teteaywvino  opaipa mEoPiedne (MSFE), and 10 omoio evéyouvv &vo
Inmpoata. TTowtov, xnate moco Swxgpépovy T MSFE twv mpoBiédewy ya ta
povtéha mov Béhovpe va ovyrpivovpe. Kot Sevtepov, xata moco 1o MSFE
elvat emopxec. 'BEotw Aowmov éva detypa T moapatrnonoewyv onov yvwotlovpe o
r, no X, . Xwpifovpe 10 Selypa oe 7, 10 tAnfog twv in -sample taatnENoewy
wot 77, = T — n, ot out—of— sample. Tnv npoBredn, yo éva Brpo unpoota
(one step-ahead forecast), v naipvovpe and ™ oyéon (1.8) evw 1o MSFE
divetat amod 10 TOTO:

MSFE, :li(r —F

n+s i,m +s)

(1.25)

2 s=1
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T vae ehéyéovpe v axpifetd tov, T0 cvynpivovpe pe TV TEORAEY TOL
avapopod totopwob péoou (historical average benchmark) o omotog éyet
XV PEVOPEVY LTIEE BaAAOVOA ATTOBOGY), TNV

e = %er (1.26)
s=1

evw 10 avtiotoryo MSFE eivaw: MSFE, :LZ(

2 s=1
Enopéveg Ootav Bélovpe vo ovyxpivovpe T HECH TETOUYWVIUX OCQUAUXT
YONOLLOTOOVPE TO OTaToTiG pétpo R tov out-of-sample (Campbell &
Tompson, 2008) 1o omolo eival avTIGTOLYO e aLTO TOL In-sample xot HETER TNV
avohoywy]  pelwon  tov  MSFE  oyeuxd pe 10OV 10TOQWMO  pEsO.
Toybet ot

rnl+s ’:’,nl+s)

(1.27)

g =1 MSFE,
MSFE,

T Betinég Tpég tou R, onpaiver 61t or tpofréderg pog eivar o axotBeic and
QVTEG TOL LOTOEMOL PEGOL. AVTO TOL ATOMEVEL elvat Vo SoLE 1AT& TOGO TO
HECO TETEXYWVIMO Oaipa elvat emapxes. Eyovupe dndadn va udvovpe Ttov
eheyyo g pndevimng  vmobeong  H,:MSFE, < MSFE,  évovtt g

(1.28)

H,:MSFE,>MSFE, v onole tooduvapel pe v H, :RL <0 évovtt g
H :R. >0. Avtog o ékeyyog yivetow pe 10 pétpo DMW twv Diebold &
Mariano (1995) wow West (1996), To omolo Sivetal anod ) oyeo:

DMW, =n®*d;: S, (1.29)
OOV,
— ) A
di=(1/1y)> dinss
s=1

S A A2

di,n, +s = U0n+s — WUin+s

A —
Uonm+s = rn,+s —FVn+s
A A
Uin+s = rn|+s —Vin+s

Saa, =1/ n)> (d,, ., ~d:)’
s=1

Ortav ovyxpivovpe T meoPAéderc Stxpopetinwv povielwy, ot Diebold &
Mariano (1995) now West (1996) ¢édelkav ot m DMV, anolouvbel pio

7

XOLUTTOTIHY] TUTOTIOLYUEVY] XAVOVINY] UXTAVOWUY] WOTE VX YIVETHL ELMOAOTEQX
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eheyyoc ™c H,:MSFE, < MSFE, evavtt ¢ H,:MSFE, > MSFE,, cuyxQlvovTtag
10 oTaTloTWO Oelypa pe 1.282, 1.645, 2.326 vy 1o 10%, 5%, nor 1% eninedo
onpoavtmotrag, — avtiotoyx.  ‘Otav  Opwg  ovyxpivovue  mEoPAEYerg
eppoievpévey  (nested) povtéhwv, ot Clark & McCracken (2001) no
McCracken (2007) €detéav ot v DMIW, oaxolovbel u7n tumomomnpévy
XOLUTTOTIUY] UXTAVOMUY]. 2TO TAXICLO T7) TEORBAETTINYG TaMVEQOUY oG, O out-
of-sample éleyyog ¢ TEOPRAePUOTNTAC ATOSOCEWY TWV LETOY WY CLUVETAYETAL
Hoe oLYHELEY TV ep@wAsvpévey TEoBAEPewy. o avtéc Tig mEofiéderg 7
XOVUTTWTINY natavopy g DM, eivan ovvaptnon g siviong Brown sot
efaptatot ano SLO TUEAPETOOLG:
® gm=n,/n

e Ano 1 StdoTasT] TOL GLYOAOU X,

Emniéov ov Clark & McCracken (2001) noar McCracken (2007) mou
TQOXVUPEQUIE, TUEEYOLY Tivaeg pe Tig xplotpeg Ttpég (critical values) yio
SLAPOEES TLUES TUEAUETOWY. Evar YxpanTnoloTind TV AOLUTTWTINOV XOLOLAWY
TIUOV elval OTL PETATOTILOVTAL TEOG TA XQLOTEQX CLYXELTINK WUE TIG UQIOLUES
TIUEG NG TLTOTOMUEVYS navoving. L' mopddetypa, av Bewpnoovpe éva
StpetaANTO TEOYVWOTIXO LOVTIEAD TaAvdEOuNoNG nat 7 = 2, 10 Omolo
avtiotolyel ot dtenor tov 1/3 1ou cuvolxol Selypatog Yo TV oEYwT
in-sample neptodo. Xopgwva pe tov Me-Cracken (2007), o 10%, 5% row 1%
Twv nplotpwy Ttpwy etvar 0.287, 0.670 now 1.238, avtiotorya, oL onoleg eiva
TOAD TLO METW ATO TG AVTIOTOLYES TG TUTOTOEVYS KavOovnYS. AvTO UTOEEL
vor 081 YNOEL O EAEYYOLG e YAUNAT] toyb TeoRAedipotntag. L' to Adyo autod
elvatt GNUAVTINO VoL YOVOLLOTIOLOVIE TIG OWOTES XPIOLUES TLUES, OTay BElovpe var
npofiédouvpe anodOCELS UETOY V.

Ov Clark & West (2007) tponomotodv 1o DMV, nar dnptovpyody 10
otatiotnd uétpo MSEFE-adjusted 1o omoio yonoipomoteitar yio v cuyxQivet
TG TEOPRAEYEIS EUPWASLUEVWY UOVIEAWY NOLUTTWTINNG UXTAVOUYG  TOU
npooeyyl{ovtal anO TNV TUTOTOWHUEVY] navoviny]. To uétpo avtd Aettovyel
mavomomtind oe menepacpéva deiypata. Btot, ov Clark & West (2007)
ToEeyoLy e ToAL Bohny, pébodo yio ™V a€lohoynoyn NG OTATIOTINNG
ONUAVTIXOTNTAG UXTX TV OLYXQLOY] TWYV EUPWAELUEVWY TEORAEYewy TOov
elakelpet TNV avayun yla voo avalnTCOLPE EVX VEO GOVOAO %QICLUWY TLUOV YL
nabe epappoyn. I'a va vrmoloyicovpe 1o MSFE-adjusted, mpénet mpwta vo
0pLOOLYE TO:

A2 A2 — A
di,nl+s = uO,nl+s_[ui,nlﬂ_(rnl+s_rnl+s)2] (130)

HAL GTY] GLVEYELX VX EPXOULOCOLUE Wi TUAVSQOUNGN Y& TO dines e 0TafeQ0
00, ya s=1,...,n, . To MSFE-adjusted eivat 10 t-statistic mov avtioTolyEl 0T
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otabepa. To petpo avtd anodidel TOMD KUAX OE TOOCYUEUWOELS TENEQATUEVOD
delypatog, aAAd  yeviua Sev elvatl xot 10 “naddtepo” yix ™V aloAdyNoN TS
TEORAEPNC TV ATOSOCEWY TWY UETOYWV.

Ov Letch & Tanner (1991) e€etdlovv 10 AOYO Yo TOV OTOLO Ol ETLYELQT|OELS
xyoEaLovY EMoYYEARATINEG TEORAEYEIC OMOVOUIMGOY %ol YOY|UATOOILOVOUILWY
HeTABANTWY Ol Omoleg MOAEG YOPES aBLYATOLY Vo EETMEQHOOLY KLTEG TWV
HOVTEAWY ATTAGV YEOVOGELR®Y, 000 avaypops to MSFE. Awntotovouy opwg
OTL oL emayyeApatinég mEoPAedelg civar ovyva mo amodotxec. EmmAéov
vmaEyet oyéon peta€d MSFE xat amodotndtniag twv  mpoPAedewy.
Xonotponowwviag to ovpnepacuata twv Leich & Tanner (1991), Sidpopot
eEeLYNTEC avahLOLY TIg TEORBAEYELS Twv antodocewy Paotlopevol oe HETE! TOL
€YOLV VO XAVOLY ELTE (e Ta XEEDY ELTE PE TNV WPEMMUOTNT, TX OTOLK TXOEYOLY
o apecx peTpx G aflag Twv TEOPRAEYEwY Yl TOLG  OWOVOUIUOLG
napayovies. Onwg Oo dodue ot 611 ovveyew, éva omovdaio petpo pe Boon
TNV WPEAMPOTNTA EVXL TO HECNS WPEAMPOTNTAG #EES0G (average utility gain),
Yyl evav peong Staudpavong emevduty. Lo mapaderypo otw évag TETOLOg
emevOLTNG HE ATOGTEOPY nVOLVOL ), O OTOLOG SLablETel YUOTOYLAANLO UETOY WV
not anivOLYWY YOXUMUATIWY. 2TO TEAOG TG TEELOB0L 7 0 emevduTyg Hor narteyet
70 €1)g UeQIOLO UETOYWV:

1 Ai +
4, = (1.31)
&t+l

OOV G 1 TEOBAYN T Stambpavong Twv anoddcewy. Fvé 1 wpelipudtnta

™ oy ¢ TEORBAedNg elva:

A A 1 A

w:uﬁgya? (1.32)
UE I, uo & va eiva 7 pEoY TLWY ol 1] SLHGTOEE TOL YAETOWYLAAKIO,
avtiotorya. Ano v ahly, edv  PoctoTodUE GTOV LoTOEWO UEco TEORAEYNS
00 acpakiotEov nvdhvoyu petoywv tote N (1.29) avurabiotatar and Ty

oYEo:

1 _1' 1+
aw:—r;] (1.33)
OA-t+]

evo 1 (1.32) avuabiotator and v

Uo = fly——=y 0o (1.34)
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Avt 1 Stpopa oTig avtiotoryeg oyéoelg umoel vo eppnvevbel wg To oo
nov o Nty Sxtebetpévog o emevdLTNG Vo TANPWOEL WOTE Vo EYEL UXADTEQY)]
TANE0YOENoN Y Ti¢ TEOoBAEYeLg Tov. ITpdypa T0 omolo SlamoTWVETAL AL ATO
peréteg twv Marquering & Verbeek (2004), Campbell & Thompson (2008),

Cooper & Priestly (2009), Rapach et al. (2010), Ferreira & Santa-Clara (2011),
Dangl & Halling (2012) nav Neely et al. (2012).
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Keopdaiaro 2 : H oofrentiny iwavoTyTa Ty UEQLOPATINMY
(914011020 1TONY

2.1 H Sxdpavor g PeQlopatinng anodooyg

Ov peptopatinég anodoocelg (dividend yields) yonoiponotodvtar yio  va
EXTIUNOOLY TG OVUUEVOpUEVES amodOoelg Twv petoywv. O Cochrane (1992)
XVOPEQEL  OTL 7] HEQLOUATNY] amOB0CY, TEOPBAETEL elte TG XANAYEG TWY
UEQLOUATWY €lTe TG ANMOSOCES TwV petoywv. Ocloviag va eénynoet
Stadpovon tov deluty peplopotog- tpng (price — dividend ratio v P/D),
ELoGyel eva OPLO 0TV SLaUOUAVOY] auTY] nat TNV “avadbel” oe OEOLE TOL VX
XVTUVOUAODY TIC XAAXYEG OTH UEQIORXTH XL OTX TEOSEOPANTINK ETLTOULAL.
Emniong, vroloyilet mote éva yaunAoL peécov mEoeEopAnNTind emtTONIO UTOQE!L
vae e€opboloynoetl 10 péoo xat 11 SlaudUavor] Tov SelnTy] LEPLOUXTOG-TIUTC.
Emnigov, enaveéetaler toug eAéyyoug petafAntomrag (volatility tests), dtott
UTOEOLY Vo SWOOLY SLUPOPETIUR TIOLOTIUX XTIOTEAECUATA Kl Vo atoEidouvy
Moy povtéda ttpoloynone. Ta amoteréopata tov Cochrane (1992) Sev
detyvouy andpouhn Twv povtéhwy napoldoag aklag.

Tt moAloig owrovopoloyoug, ot éheyyotl petaANToTiag, Bactopévor oTig
TUUES, paiveTal va Sivouy StapoeTineg mAnpoypopieg ano 1o Euler equation test
nov Baotletatr otg anodooels. [ 1o Adyo avtd, ot neplocoTepeg anopEidelg
Ty eAéyywv petaPintomrag ouwvnbwg petapedlovial wg amoeEuwr TS
TLLOAOYYONG TEEQLOLCLAU®Y OTOLYElWY, TN GTLYUY Tov éheyyog touv Euler pog
TAYQOYOPElL Y& TEOCAPUOYEG OTO LTAEYOV HOVTEAD. L20TOCGO Yy TOUG
eAEyYoLg  UETAPANTOTNTAG ULTAEYOLY OEUETEC OlXPWVIES YLEW ATO  TOV
npoodlopopo touve. 'BErot, dnuovpyndnue 7 avdyun g enaveéétacng Twv
ehéyywv petafintomrag wote v Eemepaobovy Tt mpofAnpata mou
TEOXLTTOLY YOEW antd TO TEOGOLOEOUO Toug. H PBaownn 1deéa twv eleyywy
ednyeital amd 10 moQamdTw  Tmoapovoug  aflag  povielo, otablepod
TEOEEOPANTIHOD TUEAYOVTAL:

P=EY p'D,, 2.1)
=
OOV,
P : Bivow 1 Ttpn) g petoyng m oTyp 2
E,: Evog gopeag npocdoniog Baclopevog o8 pa TANQOPOENGT| T1 GTLYUY] L
D,: To peplopa T oTLYUY 4, Ve p eivot 0 TEOEEOPYANTINOC TXOAYOVTAG.
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Tevind woydel 6Ot Var(E,(x)) < Var(x), apx Bu toybet not ott:
Var(P)<Var()_ p'D,,)) (2.2)
=

H naponavew oyéon pmopel vo yooygel o OQOLG XLTOSLANVUAVOEWY TV
HeQLOPATWY 1ot €Tot 7] (2.2) yivetat:

2 0
Var(P) < lf?Tz pCov(D,, D, ;) (2.3)

Jj=1

H 18éa ™g avdduong ™g SLanDRaVenG EQYETAL €AV TOAAXTAUGIAGOVUE TV
oxeon (2.1) pe P —E(F) nou maovpe Ti¢ peoeg tpes. Emopevwg Ba exovpe

oTL:
Var(P)=Cow(B, 3 p'D,.,) (2.4)
Jj=1
= Var(P)=3 p’Cow(P,D,,) (2.5)

J=

Ao g Obo teAevtaieg oyéoelg uatalafoivovpe OTL Ol GAAXYEG OTIC TLUES
TEETEL VO AVTXVOUAOLY TANQOYOQEIEC YLX To UEAAOVTIUR MUEQIOPATA. 217
ovveyela Ha SoLpUE POEYES ALTWV TWV OYECEWV TOL €€NYOLY TNV AVAALCY| TG
SLUUOUXVOTG.

2.2 TIIpoacdrogtopol yo ehéyyouvg uetaBINToTNnTag

Ov éheyyor petaBAntomrag pootilovtar ano SlapPoEOLE TEOGOLOEIGU.OVG,
Omwg povadeg (units), TeAweg Tpeg (terminal prices), meptoplopol
yoovooelpwy (time series restrictions), Recog OeinTng UEQIOUATOC-TIUNG ol
npoegophning emtontoe (mean P/D ratio and discount rates), yooviud
petaBoriopeva  mpocfopintind  emttona  (time-varying discount rates),

wovoueg (bubbles) ot p6Seg (fads)®.

O Cochrane (1992) ovogépet mwg 7 emhoyn povadwy (units) elvot cEUETA
onpoavTiny StoTt ot éleyyot uetaBAnToTTag elva TOAL evaicHntol oe aAhoryeg
nmov mpoonaboly va emSwiovv T otaotpotra. [ to AOyo avtod
yonotponotel wg povadeg tov detntn P/ D, ta peplopota nat tor Teoe€ophnting
emTONLL, TTOL elvat o THaVO Vo elvat GTAGLUA.

8 To fads amotehody etdiny] xatnyopla ™G (YOYUATIOTNOLINAC) PODOHAS.
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Ot telnég Tipég (terminal prices) €youvv vo #4vouy pe 1o OTL amO TY] GTLYUY
TOL Ol TEQLOCOTEQOL EAEYYOL WUETAPBANTOTNTAG elval ePappoyes c€lowoewy
avahoywyv pe g (2.2) o (2.4), oe évo TEMEQUOUEVO Oelypho TQEEMEL TA
abpolopata péon otg mapevbeoels Twv oyEcEwV aLTWY Vo TeEWOTOLY. €2g
TEMMES TLUEG YOOLLOTOLOLYVTAL CTATIOTIXG OTOLYElX, OTWG ot (2.3) nat (2.5), Ta
omola elvol TEQLOPLOPOL Yot GLYAETNOELS TLVBLDPOVENG Twv P/ D Sertav,
UEQLOUATIUOV XTOOOCEWY AVATTUENG 1l TEOEEOPANTINWY ETULTONLWV.

Ooo avaypopa Toug TEPLOPLTROLE YEOVOoELPwY (time series restrictions) toyLet
10 eéng: Apxnetol éheyyot petafAntotniag neptopilovy 11 o XEOVOGELMY
TV petaAntwy mouv yenotgonotovy. I'a mapddetypa ot LeRoy & Parke (1990)
vrofétovy Ot T peplopata axolovbodv tuyaio mepinato (random walk).
Qotoco, o Shiller (1989) avapéper OTL 1 QEVNTINY] XLTOCLOYETIOY TG
UEQLOPATINNG AVATITUENG UTOEEL Vo EETEQAOEL TO OQPLO TG SLAUDUAVGYIG TOUG.
To 6po Swndpavong tov Cochrane (1992) emtpemer pioe avbaipetrn Sdoun
YQOVOGELQAG YL T7] UEQLOPATINY aVATTLEY], Ylor vor EETEQAOEL TYV €VOTAGY] TOL

Shiller.

Evag emmiéov onpavtindg npocdloplopog eivat 0 ecog Selutng hePloUaTOg-
Tpng no toe mpoefopintind emttona (mean P/D ratio and discount rates).
Edv 10 péco mpoefopintnd emtono eival YAUNAO, TO UOVIEAO TUEOLOXG
aflag (present value model) ouvadet pe por avbaipety vdnAy Sraudpaven tov
Seintn P/ D. T mapdderypor, €0tw OTL éyovpe pior adENon oTa HEQLOPOT T7]
yooviny otywn +7, g taéewg tov AD. H mun tote avéavetar notd
AP:Z; p’AD = pAD/(1- p). BErot, pio puinpy addayy oto peplopata pmopet

Vo EYEL UEYAAT] ETLOQAGY] OTY) TLUY, €&V TO P elvat x0VTd 617 povada. L2otdc0,
edv 0 TEOEEOYANTIMOGC TTUEAYOVTAG ElVaL XOVTA OTY] MOVAdK O UEcOG OelnTng
peplopatoc-tung Oo etvor vdnide. Enopevag, o péoog deintng P/D proget va
yonotponombet yix vo meptoploet TO0 €DEOG TOL UECOL TEOEEOPANTIHOL
emttoutov. O Cochrane (1992) e€etaloviag g mpofiedelc yia 10 pueco deluty
P/D, 1w Swwdpovor toug, odd xar Ty emidpaoy evog eLEOLS UECKYV
nposfopAnTinewy emtoxiwy, T TEeELocoTepx volatility test vmobétouy
“hoyn” T yro o héoo TEOEOPANTING ETULTONLA.

Ot Tipég Opwg UmoEoLy var kA& ouy YwElg var aAlalovy To PEQIOUXT, EXV TX
npocfopAnTing  emtOoNtx  Slapépouvy. L2oTOCO, Ol TMEQLOCOTEQOL  EAEYYOL
petaAntotTtag  amoppintovy  To  povieho  otabflepod  mpoefopAntinon
emttoutov. 'BEtot o Cochrane (1992) viobetel éva mpoodoptopnd mov mpofiénet
Y EOVO-UeTABAANOUEVE TEOEEOPANTING ETUTONIX Ml OLUPOQETINA KCPUATTO
nvdbvou petoywv. Ot (otatiotneg) amoppeidels poviéhwy mapovoug oflog
OYEIAOVTOL OE EVOAAUTINEG ADCELG Ol OTIOLEG UATYYOQLOTOLOLYTAL WG €G!
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2.3

Dovoneg (Bubbles): o 0Opog avtdg vplotatal OTOL SeV  LRAEYEL
Stadumaoion TEOEEOPANTIUWY ETULTOXIWY TOL VO UTOEEL v e€nynoet 1
Stdpovon tov deixty) P/D. Ao 1n ottypn Tou LTaEyYouy mhvTo
TEOEEOPAN TN ETLTONLA Ta OTOlX AVOTOOLY TNV e€iowor Tov Euler, o
povog 1pomog va unv e€opbloroyilovy 1o povtélo napovoug alag, eivar
toe bubbles. I'ie t0 Aoyo awtd o Cochrane (1992) vmohoyiler 0 Oplo
SLUUDUAVOTNG %Al TNV avAALGY] Ywelg vrobéoelg Yo T Tpoe€oAnTing
EMLTONI  TEQAV NG  OTACLROTNTHG.  YTOAOYilel oxOpr 10  OELO
SLUUDUAVONG HAL TNV AVIADGY] YQV|OLLOTOLWVTAG XTOOOCELS VTl YL
= E,(R\R..), 1
avTioTEoYn amodoon elval Evag TEOSEOYANTIMOG TUEAYOVIAG TOL
wavornotel e€’ opltopoL v e€icwor tov Euler.

t+17 1+

npoefopintind emtonta. ATO ) oty mov 1=R\R

Modeg (Fads): EpgaviCoviow Otav dev vmapyet “hoyw” Stadimacio
TEOEOPANTIMOV ETLTOUIWY TOL Vo e€nyel 11 Staubuavor Tov Seluty
P/D. E8¢ napadeydpoote OTL LIGEYEL WA UI-TOXQUTYOTOLLY]
(unobserved) Swdimacia mpoe€opAntinwy emtonivy mov va e€nyel
Sdpovon touv deintn P/D. Qotoco oyvelopaocte Ot onowdnmote
TeTOl SladMaolor TEETEL VoL €YEL KEYAAES OTATIOTINEG tOLOTNTEG. ‘Onwog
Yoo mopddetypo o Poterba & Summers (1988) vmnoloyilovv ot T
npoefopnTina emttonta o TEEMEL Vo €Y OLY TLTIUY] ATOUALGY] TNG TAEEWS
0V 5.8%. 't 10 Aoyo avto o Cochrane vmoloyilel T Ot MG HECTS
UG AWOXMONG Yo TNV WN-Teatnenotky]  Stadiraoio
TEOEZOPANTIOV eTLTOXLIWY nat ETetta O nabévag unopet va afloloynoet
TO %UTG TOCO To ATHULTOLUEVA TEOEEOPANTING ETULTONIX elvat “Aoynd’”,
OLPWVL PE T BIUX TOL XELTNOLAL.

Amopowpr  ovyrexQIpévwy  povtélwyv  Ttoloynong: O éleyyol
HETABANTOTNTOG  O7ULOVEYOLVTAL  YOT|CLULOTIOLWVTAG  GUYXEXQLUEVX
UOVTEAX TLLOAOYNOG 7] KOVTEAX TEOSEOYANTIM®WY ETULTOXLWV %Ol MLX
amoEEW petapealetot wg andEELY” TOL LOVTEAOU.

Movtélo napovoug afing — 000 1ot avaAvay SturdPAVeng

To poviého mapovoag aflag mov exppaletar oe dpovg P/D, peptopatinng
Ve TLENG %ot TEOSEOYANTIM®WY ETLTOXIWY, OV elval YOXUUMO omwe 7 (2.1).
Enopévwg yonotponoteitar and tov Cochrane (1992) éva mpooeyylotinod
ToEoLong aElog LOVIELO, TO OTOLO UTOQEEL VU NATUCHEVAOTEL AVIAOYX HE TIG
(2.3) no (2.5). To mpooeyylotind avtd poviého mapovoag aélag TaEovotdlet
evOLPEQOY OLOTL oA YEL Lo SloTEWHATINY (cross-sectional) Stauduovorn yo
o0 aopdAtoTea ntvddvou. Avtd emttpénet vo Sefdyovpe mopovoug afiog
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eAEYYOLG O TOAA TEQLOLCLANY GTOLYELX TALTOYQOVA. EEUIVAPUE UE TV] YEVINN
elowon tov Euler:

1 = Et (7/[+]Rt+]) (26)

omov R, =——" " ¢eve y,, evat o mposfopAnunodg mapayoviag. Enetdn

J‘U

Loy LEL OTL llmE (H;/Hk)PH] 0, ano ™y (2.6) éyovue o1t

k=1

= =E (Z(Hymk) t+]

Jj=1 k=l
Qo1000 ot TLPEg nat Ta peplopata dev elvan otaotpo. Enavadiatunwvovtag 1o
povtého mapoLoag allag wg oYEoY] KETHED OTAOLUWY HETABANTOV, SLXEVTHG
UE To LEQIORALTA TOXLOVOVE:

= Eti(ﬁ 7/I+k) t+] =E Z(H 7/’”‘77”1‘) <27)

t j=1 k=1 t j=l k=l

D

omov, n, =—

t-1
Enetta exppalovpe 10 anotéheopa oe 0povg AoyapBuinwv mpoefopintinwy
emttoniwy, g =-In(y ) o roydpbpog twv mEoefopintinwy emToniwy Ko
n,=In(n )n pepopotiny anddoon. To amotehecpa pe aLTOLE TOLG OEOLG
elvat:

0

z XP(Z (M. —&i) (2.8)

Jj=1

U
S |:c

Y7o v mpobmobeon ot o Seintng P/D, 7 peplopotiny avamtuéy won To
TEOELOPANTINX  ETUTONIX  EIVUL  OTAOLUX, WITOQOLUE VA ONULOLEYYOOLUE
ehéyyoug Bactopévoug otig (2.7) now (2.8). Opwg ot (2.7) ot (2.8) dev eivat
YOXUUHEG WG TEOS TUC 7,57, N TS &7, , EMOPEVWS O LTOQOVIE VO TUOOLUE
MEOEC TIUES Mol OLMOUAVOY] UEoK OTY] ToEOLOoX aflo, OTWG UXVXHUE YL VO
XMUAAXYOVPE ATO TIG EX TWV LOTEEWY Tapovoeg akleg otig (2.3) uo (2.5). I
TOV AOYO GLTO YENOLUOTOLOLYUE (o TEOGEYYLoN ™G (2.8), odppwva pe g (2.3)
not (2.5):

P Q Q 1

N Q\/\C , ' E o/ e 29
D, 1-a 20-0y ,Z_;C ovin, =8y = &) T (Z (nj=g,,;)) (2.9)

t

O @ghovpe va elvart YOXRUIES, OTIWG xat 1) oo (2.1) etvon yoappun wg tpog v Dy
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onov, m=m—-E(n), g =g-E(g) nu Q=" Tlaipgvovtag v
adeopuevty (unconditional) avopevopevy tun g (2.9), éyovpe 10 péco Seinty
P/D:

P Q Q i .
E(—) = + Q''c —o.n .—g 2.10
(D ) I—Q 2(1_0)2 J;O Ov(nt gt nt—] gt—]) ( )

t

H (2.9) amoteheltoar and 3 opovg, evw 1 (2.10) amotekeitor and tovg SLO
mpwtoug amd avtovs. O mpwtog dpog eivow o deixtng P/D pe otabepn
peptopatiny avantuén E(n) noa otabepd mpocgopintind emtonto E(g). Oco
10 E(g)—> E(n), 10 Q—>1 ot avt0¢ 0 0pog amoxhivet anod 10 anepo. O
devtepog 6pog ottg (2.9) no (2.10) mpooappodlet 1o pwéoo deintn P/D yu
SLOAOUAVGT] TNG UEQLORATINNG AVATITUENG pe T TEOSEoPANTINd emtTONLX. AVTOG
0 0p0G TaEAYEL cross-sectional (SlxoTEWUATING) ACYAMTTEN AIVOLYOL, OTWG
anptBwg not oto CAPM. Eav 7 peptopoatiuy avdmtuén tov evog and twv Lo
TIEQLOVOLAUWY GTOUYELWY EYEL UEYXALTEQ?] OLUUDUXVOY| He TO TEOeZOPANTINO
ETULTONLO, TOTE TO oTOLYElo awtod Oor Eyel yapnhotepo deintn P/ D nou emopévwg,
peyohLTeEY peon anodoaon. O tpitog 6pog, oto Skl puepog g (2.9) evtomnilet
) petaol) oto delutn P/D nata 1t Sidpxeton tov xovou €€ auting Twv
oaMoywy ot TEOPBAEYEIS HEQLOPATIMNG AVATITUENG TOOSEOPANTIMWY ETILTORIWV.
Amo ™ otypn mov 1o abpolopata Eenvave anod =1, pdovo ot “npofrédrueg”
XAMOYES TV TEOEOPANTIMWY EMTONIWY %ol TNG KEQLORATIMNG AVATTLEYS

noEobLY vo eénynoouy 1 Staxdpove tou deintn P/ D.

Evo yur molodg gaivetar TEQlepyo TO OTL Ol TIHES TWV UETOYWY KAl TWY
opoArOywv Sev uwvovvtar poall, 1 (2.9) poag Seiyver OTL ol aAAayeg oOTX
UEAAOVTING TEOEEOPANTING ETUTONIN UTOQOLV VX TEOXXAECOLY GANXYEG OTO
Seintn P/ D, ywolc adhoyés oTIC TLUES TV OLOAOYWY, TV ETTOAIWY N TWY
XVOPEVOPEVWY aTt0d00EwY. To mpooeyytoTind noviedo (2.9) dev evtomilet Ouwg
XAXYEC 0T OECUEVIEVTY] GUVOLAMDUAVGT] TNG UEQLORATINNG AVATITUENG UXL TWV
npocoPAnTnewy  emttoniwy. L2¢  ATMOTEAEOUX TO WOVIEAO aLTO €Yl
TEELOELoPEVY  SuvatotnTar  va  evtomioet  petaBoaAdopeve  (Zime-varying)
aopalotoa nvddvov. Enedn, Var(E,(x)) < Var(x) ano my (2.9) éyovue ot

Var(Y. Q@ (isi-g,..)) 2.11)

J=

P 1
Var(—) <
)= Cay
[Maipvoviag 11 Stoamduovon upeéox oto abpowopa  Bploxovpe 10  O0LO
SLoaUdUXVOTG:

QZ 0

QVlc —g.n_.—g . 2.12
—ahi—ay ,;o ov(n, ~g,.n_,~g._,) (2.12)

P
Var(—) <
(D)
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To opo drnmduavong (2.12) eivow ovvaptorn otabpiopévev ablpotouatwy
Srtoauvpavoewy xot e€nyel ylatt T oplx ™G dtauduavorng eivat evaictnta oe
detrending pebodove. Edv ta mpoefopintind emtono eivar otabepd xat ot
Aoydptbpot Twy emmédwy twy peptopatwy (log dividend levels) otdotpor, tote
7 SLAMLAVOY] TWV LaMEOYQOVWY %voLpevewy péowy (long-moving average) 17g
AoyaptOunng  peplopaTinng  oavamtuéng, Telvel oTo  pndev. e outr T
neplnTwoy o otabuopévog uvodpevog pécog, oto Sekl pepog g (2.12), eivor
e€’ 0pLopoL %#oVTa 6T0 PNdéV. ATO T1) GTLYUY] TOL OL OEOL TNG SLAUVUAVGYG UL
ouvdladpavong elvan ot {dtot oto péco deixty P/D (2.10) xat oto Oplo
Sroamdpovong (2.12), pmopovpe vo ardafovpe TO OQLO ALTO WOTE TO
nepteyopevo twv (2.10) xa (2.12) va ovvodileton and 10 péoo deintn P/D
(2.10) poli pe 1 oyeon:

P
Var(F><(1 o7 P )——) (2.13)

AvTo elvat T0 0QLo oL tayvet Yo avbaipeta TEoeEoPANTING ETLTONLA.

Edv noihaniactacovpe v (2.9) pe g—E(P/D), oe avahoyla pe Tig (2.4) uon

(2.5), nocigvoupte'
(—) =

0 ) P
ZQJCov(E’,nH])+—ZQJC0v( ” -g.)) (2.14)

t

(- Q)

Avtn avokber ] Stoandpaven tou deixtn P/ D oe dpoug Tov avtovatAody Tig
petaBarlopeves mEoPAEYES TNG UEAAOVTINYC UEQLORATINNG XVATITUEYG AL TWY
TEOEEOPANTIMQOV ETLTOXIWY, YENOLUOTOWWVTHG Tov deixty P/D wg petafinty
npoRAedC.

Movréia mooefopintixwy emttoxiwy

Ta povtéha mov ypnotponowovvtar onod  tov  Cochrane (1992) yo 1o
TEOE0oPANTING eMTONI g, elvat Tar e

@) Lposkophntind emrono = ograbepd. Avtd 10 poviého  eivat
donpaopevo uot Bonba o1 natavonorn g AelTovEyiag TwY
LOVTEAWY.

(1)  Llgoséophnrind emrdmo = reference retwrn (amddoon avapopds) +

acpdhorpo xwovwov. 2 Biloyoapla emnpatel yeviua 1 td¢x OTL T
HETOX Yl  YXQOVO-PeTaBaAAOpeva TEOSEOPANTING  ETUITONIX  ATO
EMLTONI MUl XOPAALOTEX ntvdOvou elvat otabflepd oto ypovo. H
Boown 18¢a eivart vor LOVTEAOTIOCOLPE TO TEOEEOYANTINO ETUTONLO

wg anddoon avapopds ', dnhadn wo otabepn TN, ovv plo un-
npatrenotwy (unobserved) 1.i.d toyala petaint ¢,
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g =r'+e, (2.15)

onov Cov(z, ;,€,)=0, Vz_, .

Me avtd 10 poviého pmopovy va petenboLv ta TpoefopAnTina
emTONIL OTNV avaAvoy g Staomopag oty (2.14). To g, oty
TeAevTal  OY€on  mopayel  Oluotpwpatind  (cross-sectional)
XGPAMOTOA UYEHVOL.

(1)  Consumption-based discount rates (mposopinuind emroma ue Pdon
xaravalwon). Me otabepn  nwvdvvoyoBio  (risk  aversion), 7
WPEMUOTNTA O YWELOTOLS YXEOVoLG (time-separable utility):

EQ pule ) =E(Y %)

t=0

To npoc€oypintind emtoONIo elvat

g, =~In[pu'(c)/u'(c, )] =~In(p) +alnc, /c, ) (2.16)

(v)  Llgoséophnrind emromo = arddoor. Omwg TEOAVAPEQUUE, KTOQOLUE
voe eréyéoupe e bubbles yornotpomoiwviag anodocetg avti o
nooeopintind  emtoma, ogod 1=E(R\R.). Tlaipvoviog

AoyaptBuoug, autd 10 UOVTEAD TEOSEOYANTIXOL EMLTONIOL YIVETOL
g, =r1,. To povieho auto eppnvedeETAUl WG KETEO Yo T1V oxElPeta TG

npoceyyong g (2.9).

Ogpta yra 1o yéoo mpos&oprnrind emrono

To péoo mpoekopnunod emttonto dev eivar Lo evielng erebbepr mapapeTpog
not B mpémet vao iavomotel T 3 mopandtw o, StoTt uxbepio ano g (2.10),
(2.12), (2.13) nou (2.14) elvor ouvaptnoelg evaicbnieg oto peco mpoekopAntnd
EMTONLO, hECW TOL L2

o Jlowtov, mEemel vo elval UEYAADTEQO OO TV HECY] HEQLOUATINY
amOS007) OTOLOLANTOTE GTOLYELOV-YXETOYVAAKLOL, ONAadY E(g)> E(n).

e Aehtepov, ot dpot dundpavong oto péco deixtn P/D, oty (2.10) 0o

npemet va elvar Oetnol. Apa o péoog deintng P/D Sev mpénet vo eivout
yapunhotepog and Q/(1-Q) xou xote ovvénela,
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E(P/D)

E(@)2 E(@)n = () =M=

)

e Tolitov, 10 puéco mEOcLOYANTINO ETTONIO TEEMEL VA €VUL HEYXALTEQO
and 10 Peco hoyaElOpo Twv anodOoewy TOL GTOLYELOL/ YUETOPLAXXLOL.
Avto SOt a6 ™V (2.6) yro r=In(R) not g =1In(y) Oo toyber 6Tt

1=E(yR)=E(¢*)2e""™® =
E(g)2 E(r).

2.4 Xopmepaopoto

2vvodtlovtag, o Cochrane (1992) e€etalet o OQLX SLAUDUXVONG HAL TV AVAALGY]
g Stoandpavog yoe o Setxty P/D. Ou éheyyol yivovial pe éva TpooeyyLlotind
TEoLOUG AEloG LOVTIELO TOL SLELEVVEL TIC TEOBIAYOAPES TAHOOUOLWY LOVTEAWY
ano ) Bihoyoayia. ITio ouyuexpiuéva, cuAlapfover ) onpavTndTNI TOL
HECOL TEOEEOYANTINOL ETULTOXIOL OTY] UETARANTOTNTA TWY UETOY WYV, EMLTOETEL
VL YOY|OLLOTIOLOVDVTAL TAY|QOPOPIES YL TO KECO AL TY] SLAUDUAVOY] TOL SElnTN
P/ D now pmoget va mopdryet Stotowpoting aopditotoo xvddvou. To dpla g
SLUUDUAVOTG IXAVOTIOLOLYTAL ATTO OAX T LOVIEAX TOOSEOPYANTIMOV ETULTOXLWV.
To Boowd ovotatnd eivar 7 eTAOYY TV units, OTwg tov deintn P/D nat g
anodoong g pepopatinng  avantuéng  (dividend growth rate). O
XLTOGVLOYETIOELS OTY] LEQLORATINT] AVATTTUEY), T peTaBahhopeva TEoeéoPAnTna
eMLTONIY, To OlAPOEA HECH TEOEZOPANTIUWY ETULTOXIWV XXl O EAEYYOS TG
EPAOPOYNG TOL pEoou P/ D noeoly va eyouy peydir empEo).

H avadvorn g dtamdpavorng Siver diapopa anoteréopata. H Stoanduavorn tov
P/D avunpoownebet t1g npoPArédelg g peptopating avantuéng poall pe Tig
anod0aeLg, eNOEVRG dev uTdEYoLy evdeifelc yla povoxeg (bubbles). Qotoc0
ot oAhayec otig mEoPAédelg twv amodocewv e€nyodv 1o péyebog g
Sradpovang tov P/D. Ta povieha nposfopintinedy enttoniwy OTKg auTd TOL
EMLTOIOL OLY TK KOPAALGTOX HVOLVOL nol LOXITEQX TX BUCLOPEVA OTY
NATAVIAWGY), ATOTLYYXVOLV.

Akilet vo onpetwoovpe Sbo onpaviind cvpmepdopata. [owtov, wo avénon
oto P/D onpaiver mtwon twv anodooewv, eve ot mpoPiédelc yur 1
UEQLOPATINY]  avATTLEY] Mol TO ETTOM  Elval WIUQOTEQEG XL  ALYOTEQO
OTATIOTNG ONUAVTIMEG XaL OYL TAVTX TEOG T1) owoty] xateLbuvor. Avtd Opwg
amO HOVO ToL Oev  amotedel OliTeQO TEOBANUA *POL UTOQOLHE Vi
ETUXAAECTOLUE EVOL YUUNAOL pecov mpoegointind enttonto. Kat devtepov, Hu
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TEENEL Vo tavomoteitat 1 e€lowor] Tov hEcov Selnty KePoPAToC — TLUNG. AvTO
TO CLUTEQUOMUX ATOXAEIEL TO HECO TEOEOPANTIXO ETUTONIO Yl TO OTOLO 7]
peotopatiny] ovamtu€y, poall 7 YWELoTX WE TA Proxies emToOMo Yoo T
TEOEEOPANTING ETLTONLL, AVTITQOOWTEVEL T7] Standpavor) Touv deixtn P/ D.

Emnilong, 10 povtého Baotopevo a1 uXTaVaAWso?] ATOTUYYXVEL SLOTL o aLENoM
tov P/D vmodnhaver e poxpomeodbeopn obénon g pEQLOMATHNG
avanmTuéng nat Oyt pelwon omwg o émpeme. Ta Opla g péong TLTHNG
XTOUMONG YL T UY)-TAQATYONOLUA TEOEEOPANTING ETUTOALNL TIOL IUXVOTOLOLY
T 0L TG OLUMDPAVENG, TNV AVAALGY] TNG SLOUDUAVONG HXL TO PECO OEinty
P/D, vroloyilovtow oand tov Cochrane (2009) yoo vo ekeyyOel edv to
npoe€opAnTng emtTONa eivat “Aoynd’” 7 vrapyet évdetér y fads. To otabepa
TEOEZOPANTIUX  ETUTONLX HUTOQOLY VX  MAVOTIOLOLY  TO  WECO, To OPLX
SLoaudUAVONG %Al TNV SLAOTHoY] TNG Slanbpavong, ywoetotd xot Oyt pall. To
TEOEZ0PANTING ETULTONLL YONOLILOTOLOLVTAL Yot Var €nyoly To péoo P/D o o
optx éyouvv otabflepéc amoxiicel T0 omolo Yaivetat AoyO, aAAX elvat TLO
npofAentind and TO0 ELOUO aVATTLENG UATAVEAWGSYS (consumption growth
rate).

Tevind, ot Swxdwmaciec TEOEOPANTIHWY ETTOKIWY LTAEYOLY YL V& e€NyoLY Ta
Stadpovan tov P/ D, dpeg navéve amd tor Lovieda Tov avopépovtal Sev eivou
xEneTd TEORBAETTINO (enTOC AN TO “ZpoelopAnting emtonio = arndooon”) and TOV

deintn P/ D.
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2.5 ITponyodpeveg Mehéteg

Apywma, o Rozeff (1984) peketaet ta aopahaotoa nvddvou petoywy (equity risk
premiums), Toug TLYXLOLG TEEIMATOVG Kot Tar spread Twv anodOcEWV TwY
OUOAOYWV-UETOY®WV HE XOWVO ONUELO AVUPOPAS, TIC UEQLOPATINEG XTOBOCELS
petoywv. Ilapovowrlel emiong Wl TEQITTWOY TOL YOYOLLOTOLOLVTAL Ol
UEQLOPATINEG ATOBOOELS YL VO DTTOAOYLOOLY T EX TWV TROTEQWY XCPAATTON
nwvdvvou. TTio ouyxenptpéva Siver Tig ouvOnmeg natw amod T omoieg ot dividend
yield tipég petpoly ta aopaliotoa utvdLvoy. Anodemviet OTL Ot anOSOGELS TWY
HETOY WYV BeV elval TuYaloL TEQITATOL, VK Ol TOEYOVOEG UEQLOUXTINEG ATTOBOTELS
TILEEYOLY GTOUYELL YL TV MEANOVTINT] TQORBAETTINY] MAVOTNTA TWV ATOOOCEWY.
H npofiedrpommra towv anodocewy ¢ ayoQag amo TG TEOYYOVUEVES TLUEG
TWV REQIOUATUWY aT0dOCEwY Bewpeltar amod tov Rozeff (1984) wg otnprypo yo
TNV ATOEEUYY] TOL UAVOVIUOD LOVIEAOL OTLG TLUES TWV RETOYWY. TEAOG, Slvel pta
véa e€nynon yo 1o spread oTg amOSOCES ORONOYWY-UETOYWY 7] OTOlx
eQoEpoOlet v O OTL Ol PEQIOUATINEG XTOOOCELS HETOOLY T ACPUAOTON
nYOOVOL UETOY V.

Ov Fama & French (1988) aoyolOnuay pe ™ meoPredipndtnia twv petoywmv
not TG peplopatineg anodooets. Ioyvpiloviar 0Tt ot amodooelS Twy UeTOY WY
elvat g éva onuelo meoPiédipec. ITio ovysexpuéva, oL UeQLOPATINEG
anodO0elg UTOEOLY Vo e€nNyNoovy Eva TOAD PO TOCOOCTO, WUIUQEOTEQO TOU
5%, G SLMOUAVENG TWV UNVIXLOY HXL TOUUNVIIWY ATOBOCEWY TWV UETOYMV.
Qot600, ¢detfav 6Tt 1 TEoBAEDY ouviothoa (RY) twv anoddoewy uroget va
Eemepdoel 10 25% yopnotponowwvtag tov delnty peptopatog-tpng (D/P), yu
paxponpobecpo opilovta, ™ ottypwn mov Hewpodvtay OTL T0 TOCOGTO ATO
dev Eemepvoloe 10 3% TG SlamdUAVeNG TV xmoSOCEwY. 2TV EOELVE TOULG
yonotponooby tov Seintn peplopatoc-tune, D/P (] alhog, peplopotiny
anodoon) yix va tpoBiédouy tig anodooeig EW sow VW yaptopuianiny tou
yonpattotnoiov NYSE, ¢ Neag Yopung, yia meptodouvg amd éva uiva mg
1600 ETY]. ZORPWVX Ue TN uelétn twv Fama & French (1989), edv D(t) eivon
TO PEQLOUO IXG LETOYNG ATIO TNV OTIYUN 71 WG £ AL 7 TO EMTOALO TNG AYOQAS
mov oyetilet T peAovTind peplopata pe T Tty ™e petoyng P(-7) v #71
yooviny oy, tote Ho toyvet:

D(t)(1+l+g+(l+g)2+ —D(t)<:> D(t) e

P(-1)= ) = =
=1 I+r I+r  (1+r) r—-g  Pt-1)

2.17)

Anhadh 1 peplopatiny] anodooy eivat T0 EMTOXLO HELOV TO OeiuTY] avaTTLENS
(growth rate). Q61000 LN 1 OYEON UTOEEL Vo €€NyYOEL OTL Ol UEQLOUTIXEG
anodooelg eivar mbavov vo cLAABovy TN SLIUDUAVOY] TWV OVOLUEVOUEVLY
anodocewv. Bploxovv o1t 1 mpofiedrpomra paxponpobecuwy anododoewv
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TIOL GLVETIAYETAL LOVY|TINY] ALTOCLOYETIOY], EIVAL LOYVEOTEQT] VLo YALOTOPLALMLY
UIXOWY ETILYELQYOEWY. 2TOV EAEYYO AULTO YEYOLLOTOLOLY 1] obvletr anddoaon
r(t,t+T) yo 2 yoptopuhana pe opilovia T (unvog/tetpapnvo/1-4 yoova).
Ot gheyyot yivoviar he T TaAvOQO U] GYEON:

rt,t+T)=a(T)+b(I)Y(t)+e(t,t+T) (2.18)

Omnov Y(#)7n peptopatinn anddoor. Edv 1o peplopata dev enavenevdvovial, 1
a€lor TOL YAETOYLAAXLOL GTO TEAOG TOL M uyva B elvart:

P(m)=exp[r,()+7,(2)+...+ 1, (m)] (2.19)

Omnov r,(m) 7 ovvbetn anddoor ywoelg péptopax. Edv r(m)elvar 1 anodoor pe

UEQLOPA, TOTE TO PEQLOUA TOL YXOTOPLAAKIOL TO uNva m o etvat:
D(m) = P(m—1)exp[r(m)]— P(m) (2.20)

D@ . DO
Pit-1) " P
oo unvaio peptopata ™g (2.20) yio To yOvo TovL TMEOMYELTAL TOL £ UKL
StoutpvTag pe v ala TOL YAETOPLAAKIOL BTNV XEYY] 7] OTO TEAOG TOL ETOVG 7,
and ™y (2.19). Ano 1o mapandve npoxdmtovy dvo meoPinpata. Ilpwtov, o
D@ , D@
0
LTOEXTIUNGY TV anodocewv. And v (2.17) éyovue evdeiferc Ot 7
UEQLOMATINY ATIOS0GY] AVTUVOUAG TIG AVOLUEVOUEVES ATTOBOCELS. ATO TNV dAAY,
OTOV Ol AVAEVOUEVEG XTOBOCELS SLaPEQOLY ATO Ta TEOEOPANTING EMLTOUL,
nponaiel ot exupnoec g (2.18) vo vmeEexTpoLY TN SLAOLUAVEY] TWY
XVOPEVOPEVWY aTt0d00EwY. Kataknyovy 610 cupmépaopua OTL e T Y01 TOL
D(?)
P(t-1)
OTL Ol HEQIOUATINEG XTOBOCELG aVLYVELOLY TNG ATOBOCELS TwY petoywv. Eivat
wotoco mo mbavd va eivor vrepBolna cuvtnentmes. Emiong edetéav ot
movoTTa 1RO edNg tou Seintn D/P avaver avakoyo pe tov opilovia xat o
nHELOG AOYOC ToL cupBaiver avTo, elvat OTL Tor edhovtina shocks twv petoywy
dev €youvv OWITEQY] EMEQEOY] OTIC TIMES TwV Metoywv. Bplorovv om ta
extipopeva shocks yr g avapevopeveg anodoOoels, TG UEQLOUXTIXEG
xmOSOCELG MUl TIG AVAUEVOUEVEG ATOOOCELS TV UETOYWY Y, GLVEEOVTAL OTY
noaypatot)iae pe 1o avtileto shock omg tpéc. 'Etor, 1 mpoypatinn
enidpaon twv shocks otig tpée, etvar pundeviny. 'Eotw yio noapadetypo, vo
avapevopevo shock to omoio avfaver to mpoeopintina emtona. Eav 7
avénom auty Sev copdnpiletar pe v adénomn twv peplopdtwy, 1o shock g
avapevopevn g anodoong npoxaiel abénon e Y(¢). 'Etot ta shocks napdyouv

Ot 800 peptopatinég anodooetg

vroloyilovtat mpocbétovtag

opopog ™me Y () og not SELTEQOV, 1] LTEQENTIUNOY MUl 7]

deint

elvat o mBavo v amogevybet éva Pevdég Betind ovumnépaoua

XEVNTINY| GLGYETION HETXED AVXUEVOUEVWY ATOBOCEWY Xal TaLTOYEOov shocks
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UEQLOUATIMOV XTOOOCEWY TOL TELVOLY VX TXEXAYOLY avodny pepoAndla
nMoewy (slopes) ot TaMvEQOUNCELS TwWY ATOSOCEWY [UE TA LEQLOUXTA.

'Eva yoovo peta ot Fama & French (1989) ovveyilovv 10 épyo Toug xau
HeAETOLY TIC oLVONUES TNG AYOEAS 1AL TIC AVXUEVOUEVEG ATOOOCELS OE UETOYES
ot opoOloya. Ov eleyyor mOL uAXVOLY Oelyvouv OTL Ol OVXUEVOUEVEG
LTeEPRAAAOLOEC ATOBOTELS GE ETALOUX OUOAOYX UL RETOYEC ntvoLvTar pall. Ot
HeQLoPaTEG amodOCELS, oL cuvnbwg yonotponotodvTal Yo ™V TEOBAeYN
amodOCEWY TWV HETOYWY, TEORBAETOLY emiong xat amodocels opoloywy. H
TEORBAEPILY] SlandPaVeY] TwV ATOBOCEWY TWV METOYWY, eVIOmletal omo
petaAntéc mov ovvnbuwg yenotponotodvTat y 1 pétenon default xot term
XCPAMOTOWY Yl TG anodO0elg opoloywv. H mpoemiheypévy petafint
aopariotoov (default-premium variable 7 default spread) eivor 7 Sxpopd
petaL ¢ anOB00MG VOGS YAQTOPLAAXIOL TYG XYOQAS ETALOILWY OOAOYWY UL
mg andSoong twv Aaa'’ opordywyv. O Opog spread, eivan 1 Stxpopd petaéd
¢ amOd00MG evOg Aaa OOAOYOL 1ol VO EvTonoL yoappatiov 1 puyva (one-
month bill rate). H peptopotinn anddoon nat 1o default spread evtonilouvv
TUEOMUOLX HETABOAYN OTIC AVAUEVOUEVEG ATOBOCELS OOAOYWY %ol petoywy. Ot
MUOLOTEQES  MVNOEIS OLTWV  TWV  HETABANTOV %ol  TwY  OTOLYELWY  T®V
XVOUEVOPEVWY  aTod0cEwY ToL  evtomilovy, yaivetat va oyetiloviar pe
paxponpobecpoug uduAoLg Lwng pila EMLYEROG TOL XAADTTOLY  SLAPOEOLG
emyetonpotnods udxAove. H peptopotinn anoddoon xar ta default spread
TEoBAETOLY LYNAEC ATTOBOGELS OTAY OL ETILYELNUATIHES GLVOTMES Elvat PTWYES,
not YAUNAES amodoaoelg otav ot cuvbnureg eivan toyveec. H Sroamduovon twv
XVOXUEVOUEVWY XTOOOCEWY HE TIQ ETUYELONUATINEG ouvOnMeg oyeiketat 017
SLUUDUOVOT] TV HVOLVWV TWV OLOAOYWY 1ot TwY hetoywy. Ot TaAvdQouNoelg
TOL  XQ7CLLOTONONY, EMTEENOLY VO EVIOTIOOLUE T7] OLMOUAVEY]  TWY
XV UEVOUEVWV ATTOBOGEWY.

Ov Campbell & Schiller (1988a) aoyolnOnuay pe 10 Selnty ueElopatog — TLUNG
(dividend-price ratio) xat tor pelhovind peplopota. AEAOVTag var avaAdGOLY
TIG UWVNOELS TWV HUETOY®V, ELCNYAYXV TO WKOVIEAO TOL OEiMTY] UEQLOKXTOQ
(dividend-ratio model) to omoto dvotée véoug opiloviec 61V oovoueTio %ot
yonotpomnotettar yroo voo eketnel 71 Soun Twv avapevOpevwy anod0cewy.

Dividend - ratio Model
Eotw P, n tpn prag petoyng ™ otiypr] £ uot D, 10 peplopa mouv rataBaiietot
Yl TO YAETOYLAGNLO T ottyuwy] £ O loyaoBpog ¢ umtng anodoong yio To
YAQTOPLAANLO OXTO TNV OTIYUY] £ Ewg TV £+, elvat:

b, =log(P,, + D,)~log(P) (2.21)

+1

10 Aopd ™V natdtoln Twv OMOAOYWY pE BaoY) TOV MOTOTHO UivELUYO TOUL ALTE EUTEQIEYOLY UUL O OTOLOG
amopEeet nuplwg and tov exdot tous. To Aaa natyoplomoteitar oe VYNAYC YeEeYYLOTNTAC OLOLOYO.
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Opwg x0elalOUXOTE Uia YOXUUIXNTY GYEGY] TOL VO CLUVOEEL TIG TUQXTAVL TLUEC.
Ioyber 61t 1 b, mpooeyyiletonw and v €, (b, =&, ), 6nov

& =k+plog(F,)+(1-p)log(D,)-log(F)=k+pp,, +(1=-p)d,—p,  (2.22)

Me p vo civar oyedov (oo odl& pnEotepo g povadac.  Aniady
AVTUATAOTHOXPUE TO AoyaEtOpo g TtuNg ovy 0 péptopa, pe po otabepd k
ovv éva otafplopevo peco touv Aoyaptbpouv g TtuNg uxt Tov Aoyatipouv Tov
peptopatog pe Bapn o not (1-0). H mpoaéyyion ot (b, =) toydet ot
Arddeién mpay:

Apywd O amodetéovpe ™) oyéon: pAlog(B,,)+(1- p)Alog(D,) ~ Alog(P,, + D,)
Alog(BH -i_l)t)z BH _DI+B+D’_1 — B+l _R +Dt_Dt—l
B + Dt—l B + Dt—l B + Dt—l

Edv vrnobeocovpe 61t P~ p(P+D, ) nat D, =(1-p) P +D,,) 101e,

ph.—F) A-p)D,-D.)
P D

t t-1
(T'éhog mocdTne andoeésg).

Alog(B,,+D,) =

= pAlog(F,,) +(1—-p)Alog(D,)

+1

H tpm tov £ oty (2.22) eényelton mo anda av oploovpe 8, =d, | — p, v eival
o hoyaptOpog tov deintry D/P. Ioybet 61 8, =6 =log(l/ p-1).
Ao,

k =—log(p)—log(1- p)o (2.23)

'Etot ) npaypatiny anddoon eivo
¢=(-p)d, ~p.)+ (P —p)+k=(1-p)d+g-log(p)-(1-p)o =
=g~log(p)=b

Anhadn b =& (Télog anddeiénq)
Otav ot anodooelg st 1o peplopata dev elvar otablepd oto YEOVO TOTE 7]

(2.22) dev woyvet mavta. e 6, =d, - p,  (2.22) yivetou:

b ~k+8 —pd

t+1

+Ad, (2.24)

Av epappooovpe 6t lim p's,,, =0 nalpvovpe Oty

0, = Zp (ij —Ade) —1— (2.25)
=0 -p

Anhad? o hoyapbpog tov D/P, 8§, pnopel va yoayel wg 1 mpoetophnting

WY OAWY TwV UEAMOVTIMWY aTOdOCEwY b, . %Xl Ol LEQIOPATIMEG ATOSOCELG
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Ad,;, mpocgophnueves pe otabepn anddoon p pelov 1 otabepa 1L Toe v
' -Pp

(2.25) Sev vrapyel owovouwr e€nynor. Mrogodpe Vo €YOLUE EVX OIXOVOUIXO
povtého tou deintn D/P edv epoppdoovpe #dmotovg neptoplopols y 1o b,.
ITio ouvynexptpéva, €otw OTL amd 17 Oewplon Eyovpe M X TWV LOTEQWV
amOd00Y 1, Yl TNV OTola Loy DEL:

Eb =Er +c (2.206)

Omnov E, etvat piae Aoywy npocdonia mov oyMUatiletal yO1oLLOTOWWYTXG TV
TAnpoyopla I, ot 7 PETEETHL 6TO TEAOG TG TEELOdoug £ Ao v (2.25)
NOUTAMUE TO aELOTERO pEAOg NG eélowong mov mapauevel otabepo. To Seki
MEAOG METHTEETETHL O TQEOZOPANUEVY] TIUY] OAWY TWY OVXUEVOUEVWY
pelMovtinwy anodooewy b, nxt Ad,, ., vrd ™y 1. Ano g (2.25) na (2.20)

TEOXUTITEL TO LOVIEAO TOL OelnTY| PEQIOURTOG-TLUTG:

= c—k
5: :Etz :p](rt+j _Adt+j)+l_
j=0

t+j >

2.27)

To poviého avtd exppdlet 10 loyapbpo tov D/P wg po avopevopevn
Tpoe€oPANnTny] Y OAwY Twv perdovinwy growth-adjusted mpoe€opintiniv

emtonlwy 7, —Ad, , Wog TeELOS0oL. ZuYXQITHG e JAAX EUTEIQMK LOVTEAX

t+j
eyel oplopeva  mAcoventnpata. Ilowtov, elvar  yoopuno, qpo  ebrola
oLVOLALETAL e YOXPUUIUE LOVTERX UeQIOMATLV nat Ttuwy. Kot dedtepov, o Ad
not 7 etvat GLPETEWR oTNY (2.27) Yttt auTO TOL UETEAEL elval 7] SlapoEd TOUG.
H yonowodtma tov poviéhov outobd e€oQtdtal omod 11 TOLOTNTX TG
TEOGEYYIGYG TOL YENOLHOTOEiTAL. 2NV epyaata toug ot Campbel] & Schiller
(1988a) yonowomnoody dbo set dedopevwy. To TEWTO amOTEAEITAL ATTO ETY|OLX
peplopata not TLég Tou yevirod Seinty ttpov Standard and Poor’s (S&P 500),
evw TO 8ebTEPO Ao uNvateg anodocel VW tou yonpatiotnotanod Seinty)
(NYSE) g Neéag Yopune. EXéyyouvv yix povadiaieg pileg (unit roots) otig
OVOPOOTIXEG ML TOUYUATINEG OELEEG. AULTO elvat onpavTind yr SLO AOYOUC.
[Towtov, yatt 7 Bewplo y ) TaAvdEOUNoY pe oToYUoTHES UeTxBANTEG
aXmMaLTEL TV OTACLOTNTA TV petaBAntwv. Kat debtepov, OTay YO1OLLOTOLOLUE
10 povieho D/P ye vo Sodpe 11 ovpmepupopd tov Seixtyy D/P ot
anoteréopata elvat mhavo va etvar evaiotnta oty vedBeor ™g oTAGLUOTYTAG
nov yivetal. Koatahnyouvv oto ocvpmepaopa Ot 7 pndevinyy vndbeorn g
povadaiog pilag, yevina 6ev amoEEINTETAL O ETTESO TLUMV %Al UEQLORATWY,
elTe 08 OVOPUOTIMOLG ElTE O TEAYUATIHOLS Opove. H novn eéaipeor yivetar oe
petoyec tov S&P 500 xaw oe 5% eminedo. Avtd vmodeviel o xEYNTXT
xLTOCoVLOYETLEY 610 ELOUO avantuEéne (growth rates) avtyg TG OELRAC TOL
yonotporoinxe'!. Ta telnd ovpmepdouata g doswvag twv Campbell &

11 O Campbell xou Schiller wot600 Bewpodv 6T 0wTd TO anotéleopa proget va eivar Aavlaopévo Stot avt 7
oVt awtoovoyétior] etvan mhavo vo tpogpyetan and m yevon ARMA oto pubud avdmtuéng.
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Schiller (1988a) eivou tola. TTpwrov, 61t 0 hoyaptOpog tou deinty D/P uwveitow
oLppwva pe Toe peAhovnd peptopata. Aebtepov, 0Tt T Stdpopa LeTEX OTWG
ETLTONLYL, OEINTEG UATAVAAWGCTG Mot UETARANTOTN T ATOOOCEWY, Oev e€nyoly Tig
nnoelg v petoywv. Kot téhog vmapyet pio ave€nyntn Soaxduovoy oto
AoyaptBpuo Ttov  Seinty] PEQICUATOC-TIUNG, TOXYUO TOL  GYUAIVEL YOUNAN
TEOBRETTINY MavOTNTAL TV PEMOVTIMGY nwvioewy Tov delxtn D/P. Afilet
enioNG Vo ONpELOOLUE OTL T ovpmepacpuota Twv Campbell & Schiller (1988a)
gy ouy évae xoWo onpeto pe avtd twv Fama & French (1988). Bpionovv dnhadn
OTL Ol amOBOCELS TWY UETOYWY elval TEQLOCOTEQO TEOPRAEYLUES Yl YOOVIHO
optlovta mEQAY TOL EVOG ETOLC.

Mo Senoetior apyotepa ov Campbell & Schiller (1998) peketodv Sidpopoug
deinteg amoTipnong (CLUTEQIAXUBAVOUEVNG XL NG UEQLOUXTIXNG XTOB0GCYQ),
nafog nar ) mEOPAETTINYN TOLG WAVOTNTA. Eextvevtag Ty eQyxoio TOug
fétouv 10 cpwTPA, TL UTOQEEL VO GTUAIVOLY Yiar TNV XYOEX Tar axQola eminedu
TLLOV, e BAoY To LOTOPWUA TEOTLTIA, TWV OEUTWY ATOTIUY NG, Oewpoly OTL Ot
TLUEG BE UTOQOLY VU UETATOTLOTOLY TOAD TO RAKQLE ATIO TIG YUOLOAOYIUES TOVG
OYEOEIC ME TG THEC Twv Oepelwdwy Semtwy, OTWS Yyl TAEASELYUA TWV
peotopdtwyv. 'Etot, otav ot tipég Boloroviar oe vPnAa eninedo oe oyéon ue
XLTOLG TOUG OEIUTEG, TOTE AVAUEVOLUE MO UEAAOVTINY TTWOY] TwY TV Tov Hu
TIG EMUVUPEQEL OTA LOTOPUA UAVOVIMA TOVG eTITEDX. 2OUpwve pe toug Campbel]
& Schiller (1998) edv amodeytovpe TOV toYLEIGUO OTL Ot Seinteg anotipnong Ho
e€anolovbody va xupaivovtal 6Ta LGTOEMA TOVG enineda, TOTE OTAY O OelUTNG
anotiunong Bo Boloxneton oe éva anpaio eninedo, toTe cite 0 apung eite o
napovouxote Bo mpémer va wvnboby pe éva Tétolo TEOTO WOTE Vo TOV
enavoupeEovy ot puatohoynd touv enineda. Ov Campbel] & Schiller (1998)
LoyLEILoVTaL TWG O Lo ATOTEASOUATINY YO, OVTE 7] UEQLORATIXT] XTOSOCY
A& Mol ODTE UL UXVEVAS OEIXTYNG ATOTIUNOYG EXEL TEOPBAETTINES IUAVOTNTEG
Yl TG MVNOELG TwV HETOY®V. TOTe OMWG, €dv 7] ATOTEAEOUATINY] AyOPX OEV
OLVETIGYETOL OTL O Oeutng peplopatog-Tiung oev Oo wvnbel mépa and to
toToEWa ToL emimeda 1] Oo ToHEAPELVEL OE (Lo AanQUId XXTROTACY], ATALTEL OTL O
Seintng D/P npoPiéner 1 pelovinn aventuén ot pepiopata. Emmiéov
Octouy 10 epwTpa edv o deivtng D/P mpofiémer pelhoviiés nwnoelg
UEQLOUATWY 7] avTL XLTOL TEOPRBAEMEL PEAAOVIIMEG XIVYOEIC TWV TLUWY TV
petoywv. I'e va 10 amavinoovy yenotpomoloLy poxpompobfecuo etvola
dedopéva tov delntr S&P 500 and 1o 1872. Eéetalovv 10 péoo D/P now
UUTUATYOLY 0T0 opmepaopo OTL 0 deintng D/ P épyetan ot YuoLtoroywd Tov
eminedo e€ouTing TWV OLIMLUAVOEWY OTIC TIHES TwV MeToywy. Opwg Oev
yvwetlovy 10 natd TOco ot TEOBAEYElg avTEG elvat eynvEeg, OLOTL dev elpaoTe
oe Ogon va yvwpilovpe 0 ypovinn ottypy twv petoBorov touv ueocov D/P.
Téhog emonpaivovy 11 ONRAVTIXOTNTX  TOL  OEIXTY] HEQLOUATOG-TIUYG,
ouynELTIMR Pe dAAoug Oeinteg, emetdy] oyetilel TG TIMEC TWV UETOYWY UE
TQOCENTINEG EUTLUNOELS TV OepeMwdmY TIHWY TwY ENLYELRNOEWY Xal TOVI{oLY
not TV ovayny] LaEENG emmAEoY SetTwy Yo TG TEORAEYELC.
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O  Cochrane (2008) Bpioner ot 7 amovcla g mEOPAePtpoOTTAC TS
peptopatinng avamtuéng (dividend growth) Sivet nahbtepa otoryeion and OTL 1
napovsiar ™G TEORBAEPIHOT™TAG Twv  amodocewy. Ot paxponpobeopeg
npofAédelg Twv amoddcewy Sivovy To (8lo toyvEed amodemtind ototyein. Ot
SONLPES TOL YIVOVTAL EXPETHAAEDOVTAL TNV XQVYTINY] GLOYETIOY T1G TEORBAEDTS
TV AMOSOCEWY UE TNV XVTOCGLOYETICY] TNG UEQLORATINNG ATOBOGTS Yl OAO TO
Selypa, Yl Voo TEOOYPEEOLY TLO LoyLEd otattotxd ototyein. O Cochrane (2008)
ouvdualel T AMOTEAEORATH TOL WME T OCUUTEQUOUXTX TYG LIXOYOLOXG
BiBhoyoapiag mov PBoloret yaunAn Svvaun oe poxpompobeoues mpoPiéderg
anodocewy, nabog nat pe 1 BiMoyoxpio Tov oNpElwYEL YAUNAN SLVOUTY] TOL
out-of-sample R’ 1ng mahvdpopnong npoPrédewy uetoydv. Anuiovgymviag
™ undeviuy) vndbeor natd ™V omolo oL amod0acelg Oev elvat TEORBAEPLUES nat
Ol GAAMXYEG OTNY OVOUEVOUEVY] KEQLOUXTINY] aVATITUEY e€nyoly T7) StanLUavoY
TV pepopatinwy anodocewv, o Cochrane (2008) eléyyel 11 HEQLOUXTINY
avantuén xat ™ TEOBAedpOTNTH TV anoddoewy. Boloxet o1t 1 anovoia g
TEORBAEPIUOTNTAC TG UEQLOMXTINNG aVATTLENG OTa OESOMEVA TOVL, TAEEYEL
TOAD LOYLEOTEQA GTOLYELX EVAVTL TYG UNOEVIXYG ATO OTL 1] THEOLGLX T7G VOGS
etoug  mEOPRAedpOTNTOG  Twv  amodocewv, upe mbavotnia  7-2%. Ot
paxponEobecpol GUVTEAEOTEG CLAMXUBAVOLY MAADTEQX KVTEC TIG TXQATY|QT|OELS
oe évav eviato oo, nat Tig ouvvdudlovy pe TOLg CLYYEOVOLS EAEYYOLG
peTaBANTOTNTOG. Ol EXTIUNOELS EXOLY VO UAVOLY PE TO OTL 7] SLAXLUAVGY] TV
P/D 8ewtov eényeiton amd yoovind puetoBoalOpREeves avaplevOpeves anodOoeLg
not Oyt ano yeovind petaoriopeveg mpofiedelc peptopatinng avantuéng. Ot
ekeyyot mov Pootloviar e avTOLE TOULG PAXEOTEODECUOLE OCLVTEAEOTEG
anoppEintovy pe 71-2%. Tdoo ot parpoyeovieg TaUALVSQOUNOES OCO ol Ot
TUMVOQOUNCELS  UEQIOUXTIUNG  VATTUENG  EXPETAAAEDOVTAL TNV  XEVYTIXY
oLoYEToN HETHED TEOPAETOUEVWY ATOBOCEWY %Al GUVIEAEOT®WY GUOYETLONS
UEQLOPATINNG XTOBOGYG, WOTE VA TOXQXAYOLY TLO LGYLEOVG EAEYYOLG. LOUPWVX
pe tov Cochrane (2008) 1 meoPrednoT)To TV hetoywy Oev elvat Eva T TYOQO
anotédeopa. AvoToywg OpWG To MEYEL TwEX oTotyela Oeiyvouy OTL 7
TeELo00TERY Stoandpaven afpotoTiny Tpmv/ peplopdtwy eényeitar udvo and
™  Otmduavor tov  dewmtwv  Sharpe. To povo Betnd elvor o1t 7
TP TEOVUEVY] TEORAEPIUOTNTX TwWV ATOBOCEWY PUIVETAL VO EIVXL XOUETY] YL
voo eénynoet 1 petafintota tov P/D Sewmtwv. Edv xow ot ovvteleotég
neoBAednc amod0cewV XL  PEQLOUATIUNG  oVATTLENG MTay  prpol, Oo
oavoynalORUOTOY VO GUUTIEQAVOLPE OTL O TLEG axolovbody e Sradmaoto

“povoxag” (bubble) .

M amo Ti¢ To npoOcateg Epeuveg etva avty twv Lettan &V an Nieuwerburgh
(2008), ot onotot emave€etalovy T OTOLYELX TNG TEOBAETTINYG IUAVOTNTAG TV
anodocewyv. Ta otoryela ™G TEOPRAEPLUOTNTAC TwWY XTOSOCEWY TWV UETOY®V
O OWwovVouwong deinteg e€anolovboivy va elvat apptleyopeva, OTwg paivetol
and amoteléopota Twy in-sample xot out-of-sample takvdpopncewy not and
™V aotdfela Twv napapétowy. H epyaocioa avtn twv Lettan &V an Niewwerburgh
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(2008), detyvel OTL avTR T PavOpevnd xovpBiBaota anoTeAécpATA UTOQEEL VO
ovpfBtBoctodv av 1 vrobeon pag fixed otabeprg nataoTaong g owovopiog
eivar ehaotnn. Ouv Lettau &Van Niewverburgh (2008) Polonouvy oyved
EUTELOMG OTOLYELX Yot TNV LTOOTNEEN Twy allaywy ot otabepy ratdoToo
nat mpotelvovy amiég pefodoug yix TN TEOCKEUOYY| XOMUATOOUOVOUIU®OY
demtov Yy Tig ev Aoyw aArayéc. H mpoBientinn oyéon touv in-sample xot twv
TQOCAUQUOCHUEVWY OEWUTWY Vol GTATIOTING ONUaVTINY xat atabepr] oTo YEOVO.
Qo1000, 08 TEAYUATINO YOOVO, Ol dARXYEC NG oTabepne uaTroTAGNG HAVOLY
™ TEOPRAETTING WMAVOTNTA TV amodOcewy Tov In-sample, Svorolo va
aéronomoouvy 10 out-of-sample. H afefatotnta g extipnong tov peyéboug
Twv  aAhayov  otabepng uxtaotacng uavet Svoxolr 1 mEORAedrn  Twv
amodOcEWY TWY HETOYWV o TEayhaTino yeovo. H Bifloypaypia eyet otpapet
Oc LOVTEAX PE LOVILEG aAAayeg oe Poowmeg aEyEg va e€nynoet 11 SQuuaTIny
oaMoyn otouvg Oeinteg amotipnong e ayoesas tov ‘90. Tétowr povtéia
OLVETIALYOVTAL WL ETLUOVY] HELWCY] O AVXUEVOUEVES ATTOBOCELS 7] [l ETLUOVY
aL€Non Tov peptopaTinol ELOUOL avamTuéng. Xty epyacio oty ot Lettan
&Van Nienwerburgh (2008), vnootneilovy 0Tt aLTEG Ot AAAXYES OONYOLY O Lo
Sl Helway TOL HECOL OPOL TWY YOEYVUATOOLOVOIKWY BET®V. BewEOoLY
SLAPOOES OWOVOUETOIMEG TEYVIMES Yl TNV OVIYVELGY] UETABOA®V OTIC UEOEQ
TIUEG TWY OeTWY ol TEOTEVOLY Wl oAy Stxdwmaoion Yy ™y eéaywy
OTAOLUWY OLVICTWOWY. EmtmAéov Seiyvouy OTL Ot aAXYES OTIG AVOUEVOUEVES
anodooelg otabeprg nutdotacng uat Tov ELHPOD AVATTLENG TWV OLOVOUIXWY
peyebwy etvor vmedbuveg yioo v aoctabeior ™g oyéong mEORAedng Twv
anodooewv. Tekog, 1 afefotdota Tov peyéboug Twv aAlaywv eival avTy TOL
TeMnd epmodilet evay emevduTy] Vo emwpelnetl.

Mo tehevtaior wekét eivor awt twv Pastor & Stambangh (2009). loyveilovto
OTL 7] TUTWY] TOAVOQOUINY] TQEOGEYYLOY Y& TNV HOVIEAOTOINGY] TG
npoBAredipoTnTac TV anod0cewy UOotalel Vo Elval, AXTE UATOLO TEOTO, TOAD
TEQLOELOTINY] XA ot TOAD YoAaEY. Ot mpofiédec twv anodooewv evog
TEOYVWOTIXOL OVTIEAOL TUAVOQOUNONG, ®S YOUWMUIKY| OLVAETNOY EVOG
OLVOAOL TIPOYVWOTIUWY TTAOAYOVTWY, OEV EUPETAAAEDOVTAL TNV LOLOTNTA OTL Ol
NUUVOTOWIES OTIC AVAUEVOUEVEG ATTOBOOELG ELVXL AOVY|TINX GLOYETICUEVES HE TG
un-ovopevopeveg anodooets. ' 1o Aoyo awtd, avamtLGCOLY Eva CLOTNUX
npoBiedng mov TmEOocKEUOlEl aTEAElS TEOYVWOTIMOLG TUQAYOVTES oL
nenolNoelg oyeTMd e ALTY] TNV AEVYNTIUY] GLUOYETLOY. XE XLTO TO TAXIGLO, )
TEORBAETTINT] IXAVOTYTA TWV ATEAWY TEOYVWOTIXWY THQXYOVTWY CUUTAYQWVETOL
pe mAnpoyopleg oty votépnon (lag) Twv anoddoewy nabwg xot voTeENoELS TwWY
TEOYVWoTwMwY ToEayoviwyv. Ot Pastor & Stambaugh (2009) omodeinvbdovy
EMTAEOY OTL € TO VEO ALTO TEOYVWOTIXO CLUCTYUX EYOLUE UXADTEQES AU TLO
oaxELBEIC  EUTIUNCEIS TWY OVXUEVOUEVWY OTOBOCEWY, OCLYXQLTING HE  TIG
TEOYVWoTMEG naMvdpounocels. Ou Pastor & Stambangh (2009) Eevrvave pe v
entipno mavopopnwy TEoBAEYewy Yl To TOtUMViaior Sedopva Yior TEELS
TEOYVWOTIXOLG TXEAYOVTEG Kl AVAALOLY T TEOPBAEPLUOTNTA TWY ATOBOCEWY
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TWV HETOYWV TNG AUEQMAVINNG ay0Eds. O TEWTOC TEOYVWOTINOG THEAYOVTAG
elval 7] HEQLOPATINY XTOBOCY TG AYOEAS, 7] OTola elvat 1GY] LEe T CUVOMMA
peplopata mov nataBaAlovtal natd T OStdprcta Twv Tekevtaiwy 12 unvev
SLLQOVUEVE [E TYV TEEYOLOX OCULVOAMNY| %ePXANLOTONOY] TN ayopag. O
SeDTEQOC TMEOYVWOTIMOG THOAYOVTAG Eelval O CAY", ond tovc Lettan &
Ludvigson (2007). O véog uat TOITOG UXTH GELRG TEOYVWOTIMOG TAQOXYOVTAG,
elvat 7] amo8007 OpOAOYWY 1] omola 0piletal wg pelov v anodoon tov 30-
€TOLC OPOAOYOL TOL SMUOCLOL TMEQAY TOL TULO TEOCYATOL 12-UNVOL VY TOL
HECOUL TOUL.

1o (véo) mpoyvworxs cvoryua:
H vm6 6poug avapevopuevy andodoon opiletat and ) oycon:

’;+] = :ut +ut+l (228>

omov, r,,

elvart 71 AVLEVOEVY] ATOBOGY] ATO 11 OTLYUY £ éwg Ty #+7, nat u,,,
elvarl 1 U7-UVOUUEVOHEVY] XTTOO0GCY] e UNOEVIHO HECO, TOL e€aQTATAL ATO T

Subeotprn mAnpopoENoT TN OTIYUY L

M mEOGEYYION Yot T OVIEAOTIOOY TWV AVUUEVOUEVWY ATOOOCEWY eVl Vor
YONOLLOTOOOLUE U “TEOYVWOTINY TaMVOEOUNGY” %aTd TNV OTolx 1 7,
TAMVOQOUELTAL ATIO TNV X, AL 1] AVXUEVOUEVY] ATTOB00Y] SIVETAL ATO TNV CYECY):
f,=a+bx,, 6Tov a nouw b LTOBdNOVOLY TN TETAYUEVY] TN TMVBQOUNONG KoL
TO OULVTEAEOTY] ¥AloMG, ovtiotoyx. Imv idlx oTiyuy, 1 TEOCEYYIoN T1g
TEOYVWOTIUNG TUALVOQOUYONG PAIVETAL HOUETA YAAXQY] XYVOWVTAG Mo Ttbovy)
OOVOPINY] ISLOTNTX TNG UN-AVAEVOUEVYS anodoore. o mopddetypo, av 1
XV UEVOPEVY] ATOBOGY] LTAKOLEL TV TEWTNG TaENG avTonaAivopopr Stadinacta:

:ut+] =a+ ﬁ:ut + Wt+l (229>

10T Qaivetar Thoavo OTL 1) CLOYETION UETRED TNG YY) AVXUEVOUEVNG XTTODOGYQ
ot TG IBLOTNTAG TYG  GVAEVOUEVYC OamOB00NG Elval  aEvnNTwMy 7] OTL
P =P, W, )<0. Zdppwve pe tox dedoueva twv Pastor & Stambangh
(2009), y1o vor aTOXTNOOLY TIG KALVOTOWUIEG BTNV AVAUEVOUEVY] ATOBOOY], UAVOLV
™MV nOWY ToQadoYY OTL TO OLUVUOUX TWY TEOYVWOTIUOV TUQXYOVTWY
axohovel o mpwtng Taéng avtonaAivdpoun dxdwmaacto,

X, =0+ A4x,_ +v, (2.30)

OTIOL TO U, ATAVEUETAL AVEERQTNTA GTO YQOVO.

12- Or Lettau & Ludvigson (2001) avagépovy wg CAY tov 6po: cay: = ¢ — wa: — (1 — w)y: %o eivar 0 Aoyog
¢ #ATAVEAWOYS TEOG T0 oTalpopévo abpotopor Tov TAOVTOL XAl TOL ELGOBHUATOS TWV VOIXOXVOLKY.
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To evadhoantind mhaiowo twv Pastor & Stambaugh (2009) to omoio 710
ovoualovy “mpoyvwotnd cvotnua’’, cuvdvalet T 3 tehevtaleg oyéoele. To
NATEAOLTX TOL GLETNPATOC Dewpovvtar iid not etvat:

(2.31)

t wu wo w

O Pastor & Stambangh (2009) vnobétovy 6Tt 0< <1 ot OTL OL LBLOTIUES TOV
A Boloroviar 670 eowteEwd TOL povadtaiov xV¥Aov. To TEoyVwoTKd
oLOTNUX elvat o €x300Y EVOC state-space (OVIEAOL GTO OTOLO LTIHEYEL W]
undeviny] oLOYETION UETHED OAWY TwV Otataeaywv Tov povtéiov. Ot
ToEeADOVTINES TIUES TV UY-AVUXUEVOUEVWY ATOGOCEWY XL Ol UXIVOTOWIES
TEORAeYNC TEQLEYOLY YOYNOLUEG ETUTAEOV TAYQOYOPIEG OYETIMX WUE TNV
TOEYOLOA AVAUEVOUEVTY] ATtOS0GY. ALTY 1] TAYEOYORLX YONOLUOTOLELTAL ATO TO
obonua  TEORBAeYNG, aAlx Oyt xar amd T “Uhacowy)’  TEOYVWOTIY
TaAvdEouNoY. To mEOYVWoTIMO GLGTNUX OLULUOQPHVETAL WG EVX LOVTEAO, YL
pio Tepiodo unpoota (one period ahead model), aAkd pnoget va napéyet vO
OQPOLG AVXPEVOPEVEG aTtOB0CELS Yo Tito paxponpobeopoug opilovteg. Téhog,
avapépovy 0Tt Ba Moy yENOLLO vor emextelvouy To ohoTpa TEORBAEdTS
EVOWUXTOVOVTAG VEX YOMMaTOopowY oAkd avto Bo Eépevye amd tor O NG
HEAETNG TOLG.
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Keopdiaro 3 : Eumnsiowy Avaivoy

3.1 Asbopéva

2%0TOG TG THEOLONG EEYXOLXG Elval Vo OIEQELVNCOLUE TNV TEORAETTINY
AVOTNTA TNG HEQLOUATIUNG ATTOB0GNG Y TO XOPAMOTOO UVOLVOL UETOY WY
oe 11 aventuypeéveg ywpeg. Ot ywpeg mov emAelape elvat ot e€ng:

Avortpadia (AUYS)
Kavadag (CAN)

ToAhioc (FRA)

T'eppavioe (DEU)

Itahia (ITA)

OMhowvdioe (INLD)
Tamwvia (JPN)

2ouvndla (SWE)

9. EXBetia (CHE)

10. Hvwp.évo Baoiieto (GBK)
11. Hvopéveg TTohteteg Apeping (USA)

S I Al o

To Sedopéva pog aPOEOLY UNVIKIEG TIUES TWY XOPAAGTOWY AYVSLUYOL UETOY WV
(equity preminm — GFD") »afag wou pnviadeq peptopatinég anoddosg (dividend
yield - GED), yue ndfe ywopo avtiotorya, and tov Iavovdpto touv 1981 péyor sat
tov AexéuBpto tov 2010 now mdebnuay and ™V mEocwTY toTOCEASK TOL
nobnynt owovopnwy Rapach Dave, tov mavemotnuiov tov Saint Louis
(http://sites.slu.edu/rapachde/home/research ). I v eneepyaoio xot v
avaAvor Ty Oedopevey  poag nafog uot yo v eayoyr  wopoiwy
CLUTIEQUCUATWY, UXVOLUE Y0107 Twy Tonetwv E 1 zews 6.0 now MS Excel .

Equity preminm
Q¢ aopakotpo nvdbvouv opiletat 1 vrepBailovox anod0oy TNV Omold Wlx
UETOYY 7 7] OLVOMNY] YONUXTIOTVOLANY] XYOQX TEOCYEQEL TAVW ATO EVX
emTONO UNOevinol nvdvvou (risk free rate). Ta Sedopéva TV xoalloTowy
nwoLVOL cuvodilovial GTOV TOXEAUATW TIVAXK O OTOLOG ATMOTEAELTHL XTO T
UEOT] TUUY], TIC MEYLOTEC UXL EAXYLOTEG TLUES, TN TLTXUY] amonMar] nxbwg xot To
deinty Sharpe twv equity premium, yx xabe ywoox €eywplota.

13 H Global Financial Data (GFD) pag nopéyet owmovopund ot yonpatoomovopud dedopéva.
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Mean Maximum Minimum Sharpe
(%) (%) (%) SD (%) ratio

AUS 0.318 14.989 -43.058 5.0200 0.063
CAN 0.293 13.419 -23.306 4.6269 0.063
CHE 0.578 12.223 -24.883 4.6704 0.124
DEU 0.535 19.843 -24.088 5.7675 0.093
FRA 0.533 21.580 -22.488 5.7494 0.093
GBR 0.489 12.904 -27.327 4.6658 0.105
ITA 0.270 24.448 -20.659 6.8390 0.039
JPN 0.222 17.510 -21.681 5.4632 0.041
NLD 0.676 15.783 -23.693 5.4009 0.125
SWE 1.032 33.897 -22.611 6.7958 0.152
USA 0.527 12.958 -22.086 4.4763 0.118

O &eixtng Sharpe (Sharpe ratio) amotelel pETEO PETEOYG TOL ACYAALGTOOU
NVOOVOL LG UETOYTG 7] EVOG YAOTOPYLAAKIOL Xat ORLLETAL ATO T7) OYEON:

S—E(R)_Rf— E(R-R))
- o _Jvar(R—Rf) ’

omov, KR eivar 1 anddoon g petoyng, K etvou n axivdovn anddoon, E(R-R )
eivar to risk premium xot o 7 TtvmKN andxkon touv risk premium. H
TouEandvw oyéon tov Sharpe ratio poag Selyver mooeg povadeg risk premium
avtiotoryoby o 1 povada utvdvvov. Apa 660 peyaddtepn eivat 1 Ttuy oL S,
TO0O TLO ATOTEASOUXTINY] elvat 7] emevdvor. Emoueveg obppwva pe 1) Hewpla,
Ol TLO XTOTEAEOUXTIXEG ETMEVODOEIS KPOEOLY YWOEES OTWG 1 2oundix, 7
OMavdia, ot HILA. nabwg noar v EABetia pe ™ Bpetavia, eve Ayotepo
XMOTEAECPATINY, OTWG Qaivetar and Ttov deixtn Sharpe, eivar 1 Itadio. To
peyaAdTeQo risk premium xotaypdpetoat amod T Xoundla *AL G TOGOCTO
33.89%, eve ouyrEUIIMG e TIG LTOAOITEG YWEES, euypaviler T OedTepn
peyohvteey petafantomta (§D), peta v Itokioc. H yopa pe ) yopunioteen
petaBAntomnta gaivetar va etvar ot HILA pe tomuy anoxkon 4.47% . X
ouveyela TuEaOETOVIE TIG YOXPIMES ATIEIXOVICELS TV equity premium yio xabe

WO
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ATO TS YOUPIMES TUQAUCTAOELG LTOQOVUE VO QX TYOY|COVUE OQLOUEVEG OLVES
anotopeg petaBores. Lo napddetypa, Ty nepiodo 1987-1988 nat ot 11 ywpeeg
TEoLGLOLY [l ATOTOWRY] TTWOY] TWY ACPAXAMOTOWY HVOLVOL AOY®W TOUL
YVWOTOL OXOVOPIXOL %Y, OTaY TO Yonuatiotelo g I'ovod Xttt vréotn
T UEYAADTEQ?] TTWGY] GTNY LOTOELX TOV.
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Dividend Yields
Q¢ peptopotny,  anodooyn  (dividend  yield) éyovpe opiost  éva
YONUATOOWOVOUIXO OeluTy TOL Oelyvel TOCO WX ETXIQELX TATQWVEL OF
peplopaTo 08 OYEOY WE TNV TN ™G petoyne. Elvar évag tpomog yw va
petonbel mooeg yonpatopoég naipvovpe o uxbe voplopatiny povada mouv
emevdvetar oe pioe Béon petoyne. H ovvolnn emodva yio TI¢ UeQLOPATINEG
anodooelg nabe ywpug, cuvodiletar oTOV TUEONATW Tivara:

Std.
Mean Median Maximum Minimum Dev. Skewness  Kurtosis
AUS 4.249 3.930 7.640 2.490 1.013 1.344 4.264
CAN 2.656 2.535 6.310 0.980 0.931 0.684 3.677
CHE 2.100 1.925 3.900 0.950 0.653 0.655 2.796
DEU 3.057 2.925 6.120 1.500 0.976 0.966 3.742
FRA 3.566 3.300 9.900 1.500 1.491 1.906 6.890
GBR 3.848 3.810 6.390 2.060 0.959 0.326 2.478
ITA 2.885 2.535 10.200 1.250 1.321 2.037 9.343
JPN 1.043 0.990 2.700 0.330 0.467 0.939 4,123
NLD 3.923 3.790 8.700 1.670 1.462 1.056 4.252
SWE 2.585 2.400 6.500 0.900 1.003 1.453 5.714
UsA 2.711 2.615 6.400 1.080 1.188 0.799 2.980

[Mopatneovpe OTL ®AT& PECO OO, T1 UEYAADTEQY] UEQLOPATINY XTOBOGCY], GO
ML UXTX GUVETIELL TO UEYXADTEQO EVOLXPEQOV ATO UEQLAS ETEVOLTWY, THV EYOLY
YwEes Omwg 7 Avotpoiia, 7 Beetavie nor 1 OMavdia eve avtibeta, 7
YAPINAOTEEN pEaN anodoor natayoagpetat anod v larmwvia. Ioopiuda, 1 uivnon
twv dividend yields nat twv 11 ywpwv anodidetar 611 TorEAndTw YOXPIAN
TUEXCTAO).
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Kot edw upmopodue va OlaxQIVOLPE Wl OYETIUX XOLVY] TOQEEIX  TWV
UEQLOUATIUOV ATTOBOCEWY, OTWG YL TAQXSELYA 1] TXQOUOLX XTOTOWY] adEnom
nata ™) meptodo tov 17 totpnvou tov 2008. Edw afilel va onpetwoovpe oTt
1T TN TEELOBO AVTNG TNG ALENTNG TWY UEQLOPUATIMDY ATOBOCEWY, LTTHOYEL UL
ptoe xowy UetaBorr] TV XCPAAIGTOWY nYEOVOL OAWY TWV YWEWY, OTWG
UTOQOLUE VO SLATILOTWOOVIE ATIO T THQXTAV OLUYOXUUXTO.

3.2 Meclodoroyin

T v e€etaoovpe ] TEOPRAETTINYG WAVOTNTA TYG HKEQIOUXTINNG XTOBOGCY,
UAVOLUE Y0707 TOL TUALVOQOUIUOD LOVTEAOUL:

r;+] :a+ﬁxt +th

Omov 7, Elval TO aoYAMOTEO xtvdLYoL (equity premium) amoO TO TEAOG TG

t+1
neptodov 7 éwg v r+71. H petafint x, avumpoowneber v ave€dn
HeTaBANTY TOL YENoHOTOtElTAL Yo Vo TEORBAEYEL TO AGPIMTTOO HVEHVOU, EVR
TO0 u, elval T0 OYIApa KNOevIXOL PECOL. XTNV THEOLOX EEYXOLX YL
oveld 1T peTaBANTN yeNoLhoTotobe TIG heptopaTinés anodoeoetg (dividend
yields).

Apywma ywpllovpe T0 GLVOMUO BElypo HAC HE TG UNVIAIEC TOQXTYQYOELS, OE

in-sample xat out-of-sample mapatnenosc yr 4 StouoEetinég TEELOSOLS
npoBAednc. Avtéc ouvodiloviat 610 TaEandTw Tivora:
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Monthly_Data

Period From To Years observations
— in-sample: 31/1/1981 31/12/1985 5 60
** out-of-sample : 31/1/1986 31/12/2010 25 300
~ in-sample: 31/1/1981 31/12/1990 10 120
** out-of-sample : 31/1/1991 31/12/2010 20 240
o in-sample: 31/1/1981 31/12/1995 15 180
** out-of-sample : 31/1/1996 31/12/2010 15 180
< in-sample: 31/1/1981 31/12/2005 25 300
** out-of-sample : 31/1/2006 31/12/2010 5 60

277 GLVEYELX ONULOVEYWYTAG TO XATAANAO TEOYRappa oto EViews, ndvovpe
recursive xot rolling noktvépopines mpoPAedels yioe 10 aoPaMGTEO NVEHVOU
petoywyv, yw xabe ywoo Eeywplota. To MSFE yu ¢ mokvOopineg
npofAédelg divetat and OV TLTO!
1 &
MSFE, =—> (r, .. —Fuss)’>

, < n+s
omouv N, eivar 0 aEtpog twv out-of-sample mapatenoewv. H axpiBero g
TaMvSpopNG TEORBAeYS cuyrplvetar pe 1 TEORBAedn ToL 1GTOEWOL pECOU:
1 &
MSFEy=—> (. ., —Fuss)’ >

n+s
2 5=l

nEow TOL oTATIOTINOL UeTEoL: R’ =1—(MSFE,/ MSFE,).

Enetta yix vo ovynpivovpe tar amoteAéopuata 1wV TEORBAEDEWY pE LT TOL
lOTOPOL PEGOL YOOLLOTOLODPE TO OTATIoTO Uetpo Ttwv Clark & West

(2007) :

T—h
—1 A A A
MSFE, g = 215" ttoon(thoson—tnen)

t=n,

Omov 7, elva 0 aEOUOC TV TEORAEYEWY, eV Uih =Z,,, —Zieen  EVAL O
opahpata TV mpoBAédewv (forecast errors). Me to mapamave pETEO
ehéyyovpe ) pndevinn vndleon (H,:R;;=0) 61t 10 Y0l TEeplopond
(unrestricted) MSFE povtého eivar ioo pe tov totopnd péco MSFE (MSFE,
= MSFE,), évovt g evalortng uvroleong (H,:Ri >0) ot elvou
wpotepo, dnradn MSFE, < MSFE, Edv to MSFE,,,.,

eninedo onpavimotrag 10% omoppintovpe 11 pndeviny vndbeorn, OT Ta
HOVTEA VOl TUVOULOLOTUTAL.

>1.282, 1018 o8¢

49



I tov vrohoyopd 10 MSFEqjysteq, *Q)& bOAOYICoLUe ™ oo (1.30)

N OTY] OLVEYELX EPaOUOLOLYE [to TAAMVEQOUNGY YL TO di,n1+s Y s=1,...,n,.

217 OLVEYEL TNG UEAETNG MO EMXVIAXUBAVOLUE T THQATAVW Otadiracla,
oA LoVTag auTY 7] YOEE TOLG YEOVHOLS 0PILoVTEG Twy TEORAEYewy. AvTi Yo
TG unviaieg mpoPAedetg, emhéyovpe TwEa vao dovkéhovue we I-month, 6-month
ot 12-month mpoPiédelg, yonowpomowwvtag T abpoloTind  acPaMoTEN
nVOLVOL %ol TIC XVTIOTOLYEG UEQLORATIXEG ATOBOCELS TOL AVILGTOLYOLY GTO
Téh0¢ ¢ ndbe meplOdov, YENOILOTOWYVTAG TAVTX WS Baor T avTioTol X
punviadar dedopeva pog. T mapddetypa, yroo to 1° toiunvo (c€apnvo) evog
€TOLG TILIPVOLPE WG ACYAMOTEO %tvdLYOL TO abpotopa Twv TEtwY (E&) TEWTWY
unvev, SnAadn r=r,, +r, +otrg), UL TNV QVTiOTOLYY

t t+1 t+2+rt+3 (rt =lhath

t+1 t+2
UEQLOPATINY] ATOB0GY] TOL LOoYVEL GTO TEAOG TOL TEWTOL TELUNVOL (e€xp7VOL).
Koatd avtov tov 1p0m0 dnplovpyodpe ta vea poag dedopeva. H tooddvaun

SLxipeo Twv SedopEVWY pag TwEX cLYOPIleTaL GTOVG ETOUEVOLE TVAXEG:

Quarterly_Data

Period From To Years observations
— in-sample: Q1/1981 Q4/1985 5 20
** out-of-sample : Q1/1986 Q4/2010 25 100
~ in-sample: Q1/1981 Q4/1990 10 40
** out-of-sample : Q1/1991 Q4/2010 20 80
o in-sample: Q1/1981 Q4/1995 15 60
** out-of-sample : Q1/1996 Q4/2010 15 60
< in-sample: Q1/1981 Q4/2005 25 100
** out-of-sample : Q1/2006 Q4/2010 5 20
Semi-Annual_Data
Period From To Years observations
— in-sample: $1/1981 $2/1985 5 10
** out-of-sample : S1/1986 S2/2010 25 50
~ in-sample: S1/1981 $2/1990 10 20
** out-of-sample : S$1/1991 S2/2010 20 40
o in-sample: S1/1981 $2/1995 15 30
** out-of-sample : S1/1996 S2/2010 15 30
< in-sample: S1/1981 S2/2005 25 50
** out-of-sample : S1/2006 S2/2010 5 10
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Annual_Data

Period From To Years observations
— in-sample: lav-81 Aek-85 5 5
*  out-of-sample : lav-86 Aek-10 25 25
~ in-sample: lav-81 Agk-90 10 10
*  out-of-sample : lav-91 Aek-10 20 20
o in-sample: lav-81 Agk-95 15 15
*  out-of-sample : loav-96 Aek-10 15 15
< in-sample: lav-81 Aek-05 25 25
*  out-of-sample : lov-06 Aex-10 5 5

Enetta, 6hovtag va cvoyeticovpe 1o poviéha ToOBAdNC (e TOV OLMOVOUIO
nOMAO ot Vo SLATLOTWOOLHE €Ay aAAX{El 1] TEORBAETTNY aAvOTNTO TWV
UEQLOUATIUOV ATTOGOCEWY OE TEQLOBOVLG OMOVOUIMNG DYEGNG 7] AVATTLENG,
vroAoyilovpe ex véov 10 R’ Avtd to vmoloyilovpe OTwg axptBOS xaL ToLy,
povo mov avty 1] Yopd Bo eyovpe 2 Tipég yix ndbe ywoo. H mowt ttun tov
R’ 6o avtiotoryel oe mepiodo omovopnyg avamtuéng xor 1 &AM oe mepiodo
omovouwng Lyeone. Avtd yivetoar vrmoloyiloviag Eeywototd 1o MSFEs nou
XVTLOTOLYOLY GE DYeoT] nxt EEYWOELOTA ALTA TTOL AVTLOTOLYOLY G AVATTLEY], YL
nafe ywoon. Ta Sedopéva Twv omovoprwy uduAwv xdbe ywooag (entdg ™Q
OMavdlag yr v omola dev uxTaepape vo Bpovpe Oedopeva) ot TIG
XVTIOTOLYES NUEQOUNVIEC Ta THEApE ATO TO ebvind YoXPelo OMOVOUIC

gpevvag twv  HITA (www.nber.org/cycles/cyclesmain.html) xot and 1o

Economic Cycle Research Institute (www.businesscycle.com/).

Ot ypovuol opilovteg yioo 11 ovyrexolpuevy] uerétn Bo aopodv pnviaieg uot
totunvtateg mpoRAiedetc. To pnviaia SedOpEva TwWV OWOVOUIXWY HOUAWY T
UETAPEQUUE OTIWG AXPLBWS LTNEYAY GTOLG LOTOTOTOLG TTOL avaepape. I Ta
TOLNVLOio SESOUEVE TV OMOVOULIUKY UOUAWY n&be ywoag (extog Twv HITA ta
omola vINEYay otov tototono Tou NBER) ndvovpe v e€ng mapadoyn. Eva
TOIUNVO TO eXAXUBAVOLPE WG TOIUNVO DYEGYNG €AV O TOLAXYLGTOV OLO AT
TOUG TEEIC U7ves LTAEYEL Lyeon. Avtiotorya Oa elvor xow yix TEELOSOUG
VAT TLETG.
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3.3 Amnotshéopata

Ov mivaxeg pe T ATOTEAECUATA TWV TUALVSQOUNCEWY Yot  UYVLXLOUG,
TOWUMVLlovg, e€aunvong xat eTNoloug  yeoviroLg opilovieg mapatiBevion
TUEAXATW. 2TOLG Tivareg auTolg LTIGEYOLY 4 Supopetind {euydote oTnhmy R
not CW Tov avTIGTOLYOLY GTOY EXXCTOTE Sl WELCKO TOL GLVOMUOL SelYUATOG
oe in-sample xot out-of-sample naxpatneyoeg. To R’ eivar yix tov eheyyo g
undeviung vmobeong uat eléyyovue eav eivar Oetno, evew T CW elvar ta
anoteléopata tou eréyyov twv Clark and West (2007) snou pag Seiyvouv 10
NUTE TOCO To ATOTEAECUATE HaG ElVal OTATIOTMG ONpavTind. Anhady o 10

10% eminedo onpoavtinotag ekéyyovpe v 1o CW eivar peyoxkdtepo tou
1.282.

Apywma, TaEaTEOoLE OTL Yy To pnvwaio opilovia (mivaneg 3.7 now 3.2)
PaVETAL OTL EYOLPE MLt TOAD HXUY] TEOPBAETTINY UAVOTNTA TWV UEQLOUATINWY
amodooewy, apod oyedov Ol 1 R’ maipvouy apvntinég tipée. H povn yoow
o1V OTOolo TULEATYEOVLVTAL AlYO UXALTEQX aTOTEAEoUXTX elvat 7] Bpetavia not
novo yx Tig recursive naAvdpopnoelg (tivaxag 3.7), otig omoleg epgpaviova
optopeveg Betinég Tuég TOUL R’ ov omoleg elvo otorttoTind onpavtiees. 'Oco
avapopa Ti¢ rolling mpoBiédelg (mivanag 3.2) yevind €yovpe anodun YElQOTEQN
anoteléopata, apod to benchmark poviého @aivetar vo ToEéyet #aALTEQEY
inpoyoenon. Eav ya napdderypo xotta€ovpe ywpeg 0mwg 1 Avotpakior xot
n TraMia, otig recursive nahvdpopnoetg #at yio in-sample Setypo 5 e1éw 10 R’
nolpvel g Tpeg -1.997 uow -3.150 avtictorya, 0 oty mov yu Tig rolling
TMVOQOUNCELG Ol AVTIOTOLYES TLUES elvat -0.647 naw -6.232. 'Oco avapopa Tig
olayéc oto in-sample xow out-of-sample deiypo Sev  mapaTEOLYTHL
tStaitepeg petaBorec.
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Table 3.1: Results from monthly recursive regressions

obs

in-sample | 60 (5 years) in-sample |120 (10 years) in-sample |180 (15 years) in-sample [300 (25 years)
out-of- out-of- out-of- out-of-
sample  [300 (25 years) sample  [240(20years) sample 180 (15 years) sample 60 (5 years)

R? cw R? cw R? cw R? cw
aus -1.997 0.354 -0.814 -0.599 -0.516 -0.415 0.715 -0.516
can 0.717 0.510 -0.469 0.178 -0.385 -0.047 0.192 0.274
che 2.163 -1.888 -0.885 -0.940 -0.798 0.754 0.349 -0.648
deu -1.040 -1.663 -0.610 -1.323 -0.888 -2.189 0.561 -1.239
fra 0.740 0.331 -0.160 -0.798 -0.316 -1.543 0.149 -0.344
gbr 0.412 1.769 0.789 1.833 0.309 1.460 0.851 0.166
ita -3.150 0.681 -2.349 -0.380 -1.890 -0.081 4.039 0.105
jon -1.091 0.318 -0.643 -0.587 -1.472 -1.156 4.691 2.171
nid 0.549 0.514 -0.982 -1.256 -0.905 -2.092 0.870 -1.187
swe -1.123 0.440 -2.486 -0.291 -2.468 -0.629 9.235 -1.388
usa 0.997 -1.253 -0.449 -0.451 -0.237 -0.145 0.278 0.579

Table 3.2 : Results from monthly rolling regressions

obs

in-sample | 60 (5 years) in-sample |120 (10 years) in-sample |180 (15 years) in-sample [300 (25 years)
out-of- out-of- out-of- out-of-
sample  [300 (25 years) sample [240(20years) sample 180 (15 years) sample 60 (5 years)

R? cw R? cw R? cw R? cw
aus 6.641 0.156 -2.937 0.058 -5.215 -1.185 0.235 -0.170
can 2.056 0.915 -4.261 -0.293 -3.828 -1.513 0.076 0.034
che 5.044 0.040 -3.490 -0.642 -3.372 -0.578 -1.371 -0.916
deu -5.089 0.133 -3.926 -0.533 -2.859 0.734 -1.052 -1.249
fra 4.436 0.404 -3.424 -0.892 -3.268 -1.271 2.394 -0.904
gbr 5.031 0.538 -1.034 0.616 -2.494 0.423 1.222 0.102
ita 6.232 0.166 -2.097 0.206 -2.971 0.058 -4.054 0.269
jpn 5.171 0.382 -2.502 0.510 -3.215 -0.458 6.759 -2.232
nid 5.897 0.625 -6.078 -0.852 -3.527 -0.867 -1.636 -1.331
swe 5.354 0.279 -4.570 -1.119 -2.398 -1.336 5.884 -2.054
usa 4.486 1.259 -6.350 -1.065 -0.870 -0.235 0.750 0.786

[Mopopowr eppavilovtar %ot To ATOTEAETUATA YL T TOLUN VLKL GESOUEV UG
(mivoneg 3.3 now 3.4). Edow v elaipeon amotedovy ot HITA onov yw in-
sample Seiypo 25 eTwv oL PePIOUXTHEG ATOBOOELS ) IlovY v eppavilovy pia
molh pxen meoflemtiny wavotnta, cite oe rolling eite oe recursive
TUMVOQOUNCELG. e YEVINEG YOXUMUES OUWG OV LTIAQYOLY UEYIAEC SLXPOOES PE
TO TQONYOLPEVX ATOTEAECUATA.
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Table 3.3: Results from quarterly recursive regressions

obs obs obs obs
in-sample | 20 (5 years) in-sample [40 (10years) in-sample |60 (15 years) in-sample (100 (25 years),
out-of- out-of- out-of- out-of-
sample 100 (25 years) sample |80 (20years) sample 60 (15 years) sample 20 (5years)
R? cw R’ cw R’ cw R? cw
aus -7.028 -0.408 -3.132 -0.938 -1.882 -0.696 -2.156 -0.783
can -2.922 -1.537 -2.737 -1.340 -2.095 -0.991 -0.465 -0.270
che -5.468 -2.359 -3.094 -1.439 -2.942 -1.619 -1.616 -2.067
deu -2.479 -1.315 -1.431 -0.688 -2.172 -1.239 -1.327 -0.387
fra -1.705 -0.726 -0.173 -0.073 -0.630 -0.685 0.435 0.279
gbr 0.378 1.080 3.160 1.595 3.102 1.414 -0.008 0.418
ita -11.758 -0.718 -12.731 -1.111 -8.904 -0.784 -18.140 -0.407
jpn -2.967 -0.473 -1.966 -0.229 -4.965 -0.873 -18.452 -1.857
nld -1.625 -0.651 -2.227 -0.910 -2.104 -1.262 -2.460 -0.691
swe -1.128 0.760 -3.706 0.125 -4.148 -0.333 -27.229 -1.545
usa -3.132 -1.471 -1.114 -0.352 -0.507 -0.047 1.183 0.879
Table 3.4 : Results from quarterly rolling regressions
obs obs obs obs
in-sample | 20 (5 years) in-sample [40 (10years) in-sample |60 (15 years) in-sample (100 (25 years)
out-of- out-of- out-of- out-of-
sample 100 (25 years) sample |80 (20years) sample 60 (15 years) sample 20 (5years)
R? cw R? cw R? cw R? cw
aus -26.832 -0.493 -12.473 -0.763 -11.750 -1.179 0.545 0.297
can -8.576 0.573 -14.353 -0.839 -12.201 -2.292 -0.748 -0.263
che -15.377 -0.196 -12.802 -1.525 -9.745 -1.499 -4.964 -2.049
deu -12.029 0.018 -10.889 -1.668 -6.752 -1.547 -2.327 -0.429
fra -14.152 -0.495 -11.316 -2.050 -6.536 -0.831 -5.021 -0.187
gbr -10.985 0.434 -4.167 0.262 -3.064 0.545 -0.521 0.366
ita -18.750 -0.142 -11.459 -0.279 -11.454 -0.334 -19.140 -0.143
jpn -12.831 0.379 -8.295 0.229 -9.603 -0.368 -26.915 -2.089
nld -21.718 0.340 -17.882 -1.176 -11.317 -1.455 -5.478 -1.413
swe -7.255 1.437 -9.882 -0.254 -4.426 -0.720 -27.905 -2.369
usa -13.490 1.188 -17.977 -1.435 -1.694 -0.041 2.844 1.089

Anopun now oto amoteléopata Tou e€dunvou ypovixolL opilovta (mivaxeg 3.5
not 3.6) eTMEATEL 7] EMOVA WG YUUNANG TEORAETTIUNG MAvOTNTAG TWY
peptopatinwy  anodocewyv. Edw ovtd mov Eeywpilet elvar pio otodtany
Bektiwom Otay yonotponotovpe in-sample detypo 25 etwy, 1000 yw g rolling
000 xal Y T recursive molvopoprnoets. Evdewmting, oe ywpeg Onwg 7
TodMo, oo HITA now n Bpetavie gaivetar vo vrapyet Alyo xnaAdtepn
TEOBAETTINY] MAVOTNTA GE OYEOY| HE OAEC TIC TEOYYOLUEVES ONLUES, WOTOCO
OUWG TULEAUEVEL OE YAUNAG eTimEDL.
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Table 3.5: Results from semi-Annual recursive regressions

obs obs obs obs
in-sample | 10 (5 years) in-sample (20 (10years) in-sample [30 (15 years) in-sample (50 (25 years)
out-of- out-of- out-of- out-of-
sample 50 (25 years) sample |40(20years) sample [30(15years) sample 10(5years)
R’ cw R? cw R? cw R? cw
aus -8.486 -0.120 -8.087 -0.880 -3.154 -0.512 -4.153 -1.319
can -14.237 -1.179 -12.290 -2.175 -7.175 -2.270 0.582 1.106
che -10.389 -1.746 -7.613 -1.378 -8.225 -1.912 -4.017 -1.238
deu -6.280 -1.686 -3.819 -1.121 -6.194 -2.000 -0.656 -0.414
fra -3.901 -0.405 -0.853 -0.138 -1.680 -0.411 0.791 0.300
gbr -2.717 0.584 4.851 1.601 7.201 1.739 3.719 0.805
ita -25.620 -0.513 -38.406 -1.558 -19.579 -2.733 -21.455 -1.862
jpn -4.164 -0.021 -0.899 0.329 -5.669 -0.267 -33.335 -1.123
nid -2.097 0.085 -4.196 -0.360 -3.679 -0.737 -0.234 0.138
swe -5.462 0.662 -11.901 -0.097 -7.916 -0.235 -22.602 -0.618
usa -6.346 -1.187 -1.278 0.072 0.541 0.557 2.467 1.207
Table 3.6 : Results from semi-Annual rolling regressions
obs obs obs obs
in-sample | 10 (5 years) in-sample (20 (10years) in-sample [30 (15 years) in-sample [50 (25 years)
out-of- out-of- out-of- out-of-
sample 50 (25 years) sample |40(20years) sample [30(15years) sample 10(5years)
R? cw R? cw R? cw R’ cw
aus -124.550 -1.420 -37.549 -1.226 -13.501 -0.747 2.237 1.299
can -25.913 -0.124 -24.367 -0.532 -20.840 -1.798 -1.705 -0.680
che -19.226 0.304 -24.752 -1.185 -25.791 -0.719 -9.551 -1.490
deu -45.820 -0.628 -34.804 -1.102 -23.234 -2.037 -0.405 -0.055
fra -27.381 -0.941 -21.330 -1.294 -15.851 -1.421 -1.111 0.183
gbr -44.892 -0.788 -12.944 -0.194 -3.5652 0.656 5.117 0.823
ita -37.703 0.665 -32.579 -0.481 -22.797 -0.271 -17.121 -0.377
jpn -49.897 0.507 -15.856 0.344 -16.582 -0.049 -50.564 -1.171
nid -96.522 -0.706 -39.454 -1.528 -26.315 -2.937 -1.150 -0.120
swe -33.979 0.384 -27.552 -1.704 -16.333 -1.393 -28.362 -1.844
usa -67.487 0.923 -29.653 -1.201 1.251 0.601 5.364 1.956

Téhog, 660 avapopa 10 Ypovno 0pllovTa ToL evog eToug (Tivaneg 3.7 nat 3.8),
T TEAYpaT  €0w  aivoviar Vo BEATLWVOVTAL  XEUETX, OTWG  oxELB®S
neptpévape. BAémovpe Ot 600 avfavovpe Tov apbpd Twv in-sample
nupatonoewy, 1o R’ maipver Olo xot TepioodTepeg DeTnég Mat oMPUVTIHES
TIUEG Yot TOAREG YWQEES, txitepa ot rolling makvdpounon (mivoanag 3.68).
‘Etot epyopaote va entBelatwoovpe 10 #0WWO ONUEIO TWY ATOTEAECURTWV TV
Campbell & Schiller (1988a) wav  Fama & French (1988) omov  Omwg
TOOXVXPEQAPE, EYOLY Ocilel OTL ol amodoOCeLg elvatl TePlocOTeEEO TEORBAEYLUES
Yl yeovind 0pt{ovtar evog ETOLG 1oL TAVW.
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Table 3.7: Results from Annual recursive regressions

obs obs obs obs
in-sample | 5(5years) in-sample |10 (10 years) in-sample |15 (15 years) in-sample |25 (25 years)
out-of- out-of- out-of- out-of-
sample 25 (25 years) sample |20 (20years) sample |15 (15years) sample 5 (5years)
R? cw R? cw R? cw R? cw
aus -7.759 -0.323 -2.966 -0.166 4.328 0.818 4.118 0.615
can -5.982 -0.574 -5.632 -0.443 -4.913 -0.349 -3.760 -0.702
che -15.356 -0.786 -17.774 -0.845 -16.679 -1.230 0.923 0.281
deu -7.254 -0.051 -6.876 -0.010 -10.740 -0.422 9.550 1.105
fra -7.719 -0.337 2.625 0.780 1.079 0.467 8.594 1.162
gbr 14.229 1.796 16.201 1.723 17.071 1.581 17.424 1.188
ita -44.247 -0.715 -63.424 -1.799 -20.022 -2.012 -19.037 -1.359
jpn -9.963 -0.185 -5.133 0.226 -10.196 -0.071 -56.917 -0.848
nid 0.423 0.843 2.774 0.491 -0.177 0.407 10.963 1.228
swe -1.178 1.628 -14.461 1.007 0.150 0.758 -7.524 0.353
usa -1.331 0.134 -0.383 0.255 -0.224 0.268 6.315 1.273
Table 3.8: Results from Annual rolling regressions
obs obs obs obs
in-sample | 5 (5years) in-sample |10 (10 years) in-sample |15 (15 years) in-sample |25 (25 years)
out-of- out-of- out-of- out-of-
sample 25 (25 years) sample |20 (20years) sample |15 (15years) sample 5 (5years)
R? cw R? cw R? cw R? cw
aus -688.602 0.862 -36.446 1.034 -11.785 1.089 14.790 1.685
can -107.465 -0.369 -103.963 -1.428 -52.943 -1.529 -10.618 -0.798
che -242.140 -1.234 -103.839 -0.859 -93.728 -1.630 1.751 0.504
deu -2814.752 -1.082 -31.922 -1.120 -20.466 -1.364 13.503 1.263
fra -35.254 0.176 -14.131 0.003 -9.378 0.079 15.101 1.288
gbr 9.949 2.827 19.178 1.319 21.638 1.525 20.137 1.309
ita -676.712 -1.103 -52.805 -1.114 -51.513 -2.072 -19.124 -1.705
jpn -117.622 -0.859 -25.047 -0.052 -13.669 0.152 -66.430 -0.839
nid -103.335 -1.123 -28.303 -0.961 -22.139 -2.507 11.358 1.421
swe -441.737 -0.754 -31.496 -0.176 -28.375 -1.086 -10.517 0.036
usa -386.243 -0.574 -22.289 -0.329 7.801 1.107 9.706 1.298

211 ovvéyelx mopabétovpe To amoteléopata Twv (recursive xot rolling)
TMVOQOUNCEWY YL T1] TEORBAETTINY] UAVOTNTA TWY UEQLOUATINGY ATOSOGEWY
OLPWVX PE TOLG OWOVOUIMOLG nLXAOLG (Tivareg 3.9 éwg 3. 72)14. T o
anoteléopata autd éyovpe Beel Twée movo Y 1 R eve Sev éyovpe
voloyioet Toug avtioToryoug ehéyyoug twy Clark & West (2007) omwg ndvape

14 H évdein “No recession” mov epgaviletar o8 0QIOpEVH GTOLYEIX TWV TUVAXWY, OYPOiveEl OTL exelvy 7

YeovIT| TeEi0B0 GTYY OTOlX AVTIGTOLYEL TO MEAL pE auTy] TV Evdelén, Sev onpetwbnure owmovoput dpeo.
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peyot twoex, Otott T dedopéva pag Sev Nty enapny). ITo cvyrexppéva,
elyape TeELOB0LG OTMOL Bev LTNEYE OWOVOUIXY] LYEOY xol ET0t OV
UTOQOLOAMUE VO UAVOVUE TETOLOLG LTOAOYLGOVG.

Ta anoteréopoata yiox T0 unviaio optlovia cvvodiloviar atouvg mivaneg 3.9 uot
3.10. Oco avopopa To unviaior ATOTEAECUATH OTIC recursive TalvOpOuYoeLg
(mivarag 3.9) dev paivetor namotx tdtaitepy) TEOBAETTINY wavOTNTX TOCO Oe
Teplodo DYeong 000 xat o MePlodo avATTLENG. 2TIG EVIARXYEC Twy in-sample
nat out-of-sample meplOdwy, T amoTeléopata evaAldooovTaL. 211 TEAEN
éyouvpe oyedov tov 180 aeud Betrmv Ttwdy yio to R eite yu meptoSoug
Opeong eite avantuéng. Avtd TOL TUEATNEOLUE ORWG Elval OTL O TEELOSOLG
awvantuéng, ot Tipég twv R elvar mo %ovid 6to pndév cuyrputnd pe TG
aVTloTOLYEC TIREG O TEELOdOLG Lyeore. [Tapodpowr eivar nat T amoteréopata
otg rolling mpoBAiederc (nivanag 3.70) yroo tor pnviacior dedopevar pog. Kot edw
TEXTYQELTAL YL AVTIOTOLY A YXUNAY] TEORBAETTINY] tXAVOTYTX TTIOL OUWG Oely Vel
onpadia Bedtiwong 0oo avéavovpe Ti¢ in-sample TuEATNENOES pag.

Table 3.9: Monthly_Recursive_Business cycle Results

obs obs obs obs

in-sample| 60 (5 years) in-samplg 120 (10 years) in-sample| 180 (15 years) in-sample|300 (25 years)

out-of- out-of- out-of- out-of-

sample |300 (25 years) sample | 240 (20years) sample |180 (15 years) sample 60 (5 years)

R’ R’ R’ R’
(growth) | (recession) (growth) | (recession) (growth) | (recession) (growth) | (recession)

nid - - - - - - - -
aus -2.0802 -0.3383 -0.5760 -5.3194 -0.5156 | No recession -0.7151 | No recession
can -0.9645 0.1957 -0.6900 0.2868 -0.5460 0.1509 0.2842 0.1509
fra -0.7916 -0.5225 -0.0172 -0.5225 -0.1937 -0.6393 0.7751 -1.5033
deu -1.7726 0.2982 -1.4515 0.2968 -1.9119 0.3288 -0.1298 -1.4106
ita -2.7819 -4.4962 -1.4755 -4.4962 -0.9738 -5.0218 -0.7118 -5.0218
jpn -0.6916 -1.7447 0.5937 -1.7426 0.0364 -2.7095 -4.7942 -4.5973
swe 0.5573 -5.0358 -0.0871 -8.0473 0.7106 -25.7493 1.3771 -25.7493
che -2.9358 -0.7945 -0.8668 -0.9109 -0.8730 -0.6653 -0.3961 -0.2989
gbr 0.8021 -0.9968 1.0415 0.1489 1.0812 -1.5665 0.7235 -1.5665
usa -1.5093 0.6733 -0.8198 0.4721 -0.6648 0.7106 -0.6460 0.8077
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Table 3.10 : Monthly_Rolling_Business cycle Results

obs obs obs obs

in-sample| 60 (5years) in-sample|120 (10 years) in-sample [180 (15 years) in-sample(300 (25 years)

out-of- out-of- out-of- out-of-

sample |300 (25 years) sample |240 (20 years) sample [180(15 years) sample 60 (5 years)

R’ R’ R’ R’
(growth) | (recession) (growth) | (recession) (growth) | (recession) (growth) | (recession)

nid - - - - - - - -
aus -6.7660 -4.1401 -2.7353 -6.8203 -5.2147 | No recession -0.2347 | No recession
can -0.8128 -6.5398 -3.9545 -5.2846 -2.7825 -7.2331 -0.4958 0.1118
fra -5.2127 -0.9826 -5.3049 1.5425 -5.3205 2.1938 3.2102 -10.6201
deu -5.3602 -4.5872 -8.9808 1.6925 -7.0712 2.2339 -0.5350 -2.0833
ita -4.7281 -11.7872 -1.0734 -4.6458 -1.9447 -6.3825 -0.6165 -5.0706
jpn -2.4135 -9.6115 -2.1056 -2.8609 1.0642 -6.9512 -8.8640 -4.8309
swe -0.7668 -16.4721 -2.3253 -9.9242 -2.4017 -2.3705 -5.0856 -7.1971
che -4.9065 -5.3018 -3.1706 -3.9552 -5.0473 -0.3899 -0.8208 -1.9666
gbr -0.4461 -21.7166 1.9244 -8.4437 -0.2950 -7.7849 1.0032 -2.2285
usa -1.7149 -13.7313 -3.3562 -14.0958 0.8697 -4.7477 0.0681 1.1372

AvTioTOl o CLUTEQAOUATA UTOQOLKE Vo BydAovpe not Yyl Tor TOLUNVLOO
dedopéva pag (mivaneg 3.77 o 3.72). X1ig rolling nakvépopnoetg (mivorag
3.12) éyovpe Beltiwon TV AMOTEAEOUATWY RAG Yo TEQLOCOTEQES in-sample
napatenoets. Elvar Opwg onpoavtind vo mapatrenoovue 0Tt TuEOAO TOL o€
apueteg ywoeg Sev onpetdvetar Betind R? obte oe meplodo dypeong sdld obte
nat o€ avamTLEYG, TXEOAX XLTX O MEPLOBO AVATTLEYG Ol TLUEC YL T R’ elvau
o novid oto undév. Aniadn to benchmark povtého nopovoialet TOAD
NUADTEQY] TANEOYOENCY o TepPlodo LYeong xal YEROTEEY o TePlodo
avantuéng. Evdewmtino eivat 1o anotéleopa ¢ Itakiog not 11g Xovndlag Omou
yw in-sample Selypa 25 etwv 011 recursive mepintwon (mivoxag 3.77), 1o R
oe meplodo owmovopmnng avamtuéng maiovovy Tipeg 0.7740 nor 1.7271, 1
oYW mov oty Lyeon ot apipol avtol yivovtor -27.3084 now -88.5509,
avtiotoryo. ITepopow elvat T ATOTEAECUATA AVTOV TWY YWEWY Xt 6T rolling
nepintwoy (mivoxag 3.72). T'evind unotoknyovpe Eavd 01O GLUTEQXOUX TYG
YOUUNANG  TEOBAETTINNG  MAVOTNTOG TV  UEQIOUXTIUWY  XTOBOCEWY O
OTIOLONTIOTE GTLYIUTY] TOL OMOVOUWOL nOXAOL Yo uabe ywoo. Afilel dpwg vo
onpetwoovpe ™y Mo Oetny] emoOvVaH TV ATOTEAEORATWY PoG 08 TePLOBOLG
OXOVORIUNG AVATTTUENC.
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Table 3.11: Quarterly_Recursive_Business cycle Results

obs obs obs obs
in-sample| 20 (5 years) in-sample 40 (10 years) in-sample| 60 (15 years) in-sample|100 (25 years)
out-of- out-of- out-of- out-of-
sample |100 (25 years) sample 80 (20 years) sample | 60 (15 years) sample 20 (5 years)
R’ R’ R’ R’ R’ R’ R’ R’
(growth) | (recession) (growth) | (recession) (growth) | (recession) (growth) | (recession)
nid - - - - - - - -
aus -7.2234 -2.8306 -1.9731 -34.5631 -1.8818 | No recession -2.1561 | No recession
can -3.9014 0.1150 -3.7292 0.0613 -2.7039 -0.4534 -0.5011 -0.4534
fra -1.7112 -1.6701 0.2151 -1.6701 -0.2297 -2.3213 3.8240 -4.7841
deu -5.7622 2.1070 -5.6709 2.1070 -6.5779 1.9973 -0.1968 -4.2159
ita -8.6376 -21.7261 -8.0649 -21.7261 -4.2462 -21.3084 0.7140 -21.3084
jpn -0.8737 -7.6987 2.7201 -7.6987 0.5075 -10.0918 -14.9874 -22.9473
swe 0.4788 -4.7558 -0.3828 -12.5858 2.3992 -88.5509 1.7271 -88.5509
che -7.7844 -1.6370 -3.4503 -2.5675 -3.8260 -1.4116 -0.6135 -2.8970
gbr 0.3821 0.3648 4.1136 0.5640 4.5844 -1.6079 2.5437 -1.6079
usa -4.5838 1.0957 -2.2724 1.1894 -1.6336 1.7198 -1.0996 2.4412
Table 3.12: Quarterly_Rolling_Business cycle Results
obs obs obs obs
in-sample| 20 (5years) in-sample| 40 (10 years) in-sample | 60 (15 years) in-sample|100 (25 years)
out-of- out-of- out-of- out-of-
sample |100 (25 years) sample 80 (20 years) sample 60 (15 years) sample 20 (5 years)
R’ R’ R’ R’
(growth) | (recession) (growth) | (recession) (growth) | (recession) (growth) | (recession)
nid - - - - - - - -
aus -27.2140 -18.7686 -11.5588 -38.9878 -11.7501 | No recession 0.5448 | No recession
can -4.5151 -20.2644 -9.2962 -27.9839 -7.1051 -24.9678 -0.8097 -0.7291
fra -14.8487 -9.6716 -12.2785 -7.3230 -7.6613 -1.7774 16.7759 -38.5920
deu -15.6062 -6.7780 -21.0150 -1.9119 -14.6221 0.9434 0.6210 -10.0047
ita -10.5320 -44.7078 -4.4522 -25.3792 -6.0791 -24.8535 -0.6649 -22.2841
jpn -10.2492 -18.7388 -8.3782 -8.1895 -0.7052 -19.1410 -26.4682 -27.5023
swe -0.7943 -23.3062 -8.9621 -12.5690 -3.4355 -18.5000 -13.4474 -64.2926
che -10.3608 -24.6246 -12.6477 -13.0273 -13.3843 -3.4304 -1.9997 -8.7599
gbr -2.8048 -36.4533 3.1592 -23.4323 1.4705 -17.0575 2.9643 -2.6895
usa -3.2900 -45.9471 -7.6580 -40.8157 2.7563 -10.6134 1.9093 3.3468
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Keopdiato 4 : Owovowxn Agioroyron

4.1 Ewoaywym

Mix amd T To SVUOUOAEC ATOPAOELS evOG EMEVOLTY elval 7] ETAOYY] TWV
otoryelwv Tou yaptogulaxiov tov. O Markowitz (1952) e ™v mean-variance
XVIXALG?] UAVEL THV ETUAOYY] YxETOPLAXXIOL Baotnd avitnelpevo a7 Hewplo Twy
yonpatoowovounwy. 'Edetée 10 mwg ot emevdutég bo mpemet vo emthéyovv
OTOLYElX AVAAOYX PE TOV OV EVOLPEQOVTAL YL TO UECO AL TY] SLUUDUAVOTY], )
aVTIOTOLY®X  TO MECO Mol T TUTNY] OTOXALCY] TV XTOOOCGEWY TOL
YALETOPLAXXLOL, Yt i TeElod0. APKeTol OpWG elvat avtol Touv avtttddnuay oe
vty 1 TOoMTY| Tov Markowity (1952) wow Bewpnooy OTL TO YXETOPUAGKLO
evog emevduty Bo mpémer v eivar meptocdtepo e€atopnevpevo, SnAad Hu
TEETEL Vo avTavarAd Tig avayxeg tov nafle emevduty Eeywplota. BEpelg oty
epyocta poag Oéhovpe va e€etdoovpe edv évag emevovtng bo eyet uépdog av
EPUOUOCEL T  TEOYYODHUEVH ATOTEAECUATH WOG OTY  MATAVOUY] TV
meptovotoxwy  Tov  ototyelwv. 'Eva ubdpto  petpo mov PBoaoiletoar  otny
WPEALLOTNTA %Al YOYOLLOTOLELTAL Yot TNV aVaALCY] Twv TEORBAEdewy Twv
XCPAMOTOWY 1VOLVOL elval 7] UEY w@eApOTto (average utility), yio evay
HEONG SLAnLUAVONG EMEVOLTY.

4.2 Katavopn megrovaotaxmy ototysiny (Asset Allocation)
Avalvon uéoov-draxduavons (mean-variance analysis)

Ag vnobéoovpe OTL EYOLUE VA AVTLUETWTICOVHUE TO AAGMO TEORANMA T7C
eMAOYYG €VOG YUOTOYLAUKIOL AL E0TW OTL TV OTLYUY %4 OLO oTOolyelx elva

SraBeotpo. Hvow anivduvo pe anddoon Ry pyq wow éva risky pe andd0om Reqq,
and ™ oTypn 7 ewg v +71. H tekevtaia anddoon éyet péoo E(Riyq) nou
Swudpavey of. Botw 6t o emevdutige mpoohétel w petoyn @y o710
yaeTopuAdnto. Tote 1 anodoor tov yapTopuAaxiov Ha divetal and To TOTO:

R ., =aR, +(0-a)R

= Rf,t+1 +a, (RH—I - Rf,x+1) (41)

pit+l 1+l

H péon anodoon noat 1 Sambpaven  TOL  YXETOWYLAAKMIOL  elvat
2 2__2 '
ER,. )=R,, +o(E(R,)-R,, ) nu 0, =00, WIOTOYA.

O enevdutng Oeket va éyet vPmAn péon amd3001 TOL YAETOYLAAKIOL e
YUUNAY  Slandpaver. ALTO  EMLTUYYAVETOL UEVICTOTOIWVTNG EVOL  YOUUUIUO
oLvSLAOPO amOdooNg nat Standpavong pe Betna Baprn 610 PECO ML EVNTIUA
017 SLANLUAVON):
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k
nlfx{Et(Rp,m)_EG;t} (4.2)

Avtabiotovtag ™ pnéorn anodoon nat ) Staudpaver, 1 (4.2) yivetouw:
maxa, {Et (Rt+l ) - Rf,t+l } _gatzat2 (43)

Ko 7 AMom g Sivetat and 1 oyeon:
Et (Rt+] ) -R
q = .

t 2
ko,

S (4.4

Eva yonowwo epyadeio yix v avedlvorn twv yoxpTto@uAaxiwy eival o Oelutng

E(R.)-R
Sharpe, mov Onwg mpoavapépaue, opiletat and 1 oyéon S, = (R) =Ry .
Gt
Apa 1 (4.4) progetl va yoopel wg:
S
= 4.5
4= 5

H péon vrepfatlovoa anddoon tov yoptopvlaxiov eivow S’/k now
Stodpaver etvo S7/ k*, oo 1) avohoylor Srondporvong now péoou etvor 1/k . To
TUQATAVE ATOTEAECUATA LTOQOVY VO YEVIXELTOLY %Al YL TUQATAVL ATO SLO
otovyein. Twoa oMAadn Reyq O eivar 1o Swvuopo twv anodocewv N
ototyetwv pe nivduvo. H péon tpn Oo eivor Er(Regpq), eve Xy Oa elvan o
Tvorag SLaxLpavoewy-cuvdtanvpdvoewy. Emmicov pe ay o ovpBolilovpe to
davoopa twv Bopwv (allocations) twv risky otovyeiwv. To meofinpa g
peytotonoinong g (4.3) malpvel TwEA TN LOQYN:

, k .
maax a, {Et(Rt+l ) - Rf,t+ll} _Eatztat > (46)
onov / elvar éva Stdvoopa povadaiwy otoryeiwy, E (R, )-R,, [ elva 10

dravuopa oo Tig vreERaAlovoeg anodooelg N ototyeiwy, evw 1 Standuovoy
TWY ATOS0CEWY TOL YxETOoPLAXXIOL eivat a,X.a,. H Aborn edw Bo etvor 1 e

4, = (E R R,,D) @7

na amotelet yevinevon g (4.4). Me X' maplotdvovpe Tov aviiotpogo mivamro
SLUUDUAVOTNG-OLVSLIUOUAVENG Twv amodocewy. 'Etol, ot mpotpnoelg twv
emevdutwy etogpyoviar o611 Abon (4.7) povo wg mpog to 1/k. Ov mo
ouvtnENol emevdutég pe LYMAO k, emthéyouy meplocOTEQa aniviuva otoryeln
not Myotepa risky adAa Sev emnpedlouvv g oyetmég avaloyieg Ttwv risky
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otoyeiwv mov opiloviaw and ™y X (E(R,,)-R,,,[). Ze nepintwon omov Sev

vraEyet nafohov anivduvo otoryeio, unopovue vo opicovpe éva benchmark
ototyelo pe anddoon R,,,,. H dondpavon 1wy anododcewv tou yoptopuianiou

O etvar Var(R,,,)+aZ,a +2a,0,, onov topx X, Oa civar o mivaxag

SLUUVUAVOEWV-CLYSLAXVUAVOEWY Yot TIG LTTEEBAALOVOES ATOOOGELS, AVTEG OUMG
mov 1w genepvovy ¢ benchmark anodooetg, eve o, eivat éva Stdvuopo pe

TIG OUVOLIMLUAVOELS TV dAAwY otovyelwv pe T benchmark amoddoetg.
Enopévwg 1 Aon ywelg axivduvo otoryelo eivat:

1 __ _
a,= zzoj (E(R,)— Ro,z+1l) - z:011601 (4.8)

AvtY] 7] poy Ao ElVal TXQOUOLX YE TV TEONYOLUEVY], LOVO TOL TWEX
OYECY aVAPESH OTx A7) TOL YXETOYLAAXIOL XaL TIC PECES LTeEBAALlOVLOEG
xmOSOCELG ELVOLL YOXULILIAY] HAL OYL XVXAOYIXY).

Ocwpla wpehudryrag

217 TEQINTWOY] TOL EVHG ETEVOLTYG EVOLUPEQETAL YL TNV WYPEALLOTNTA TOU
TAODTOL TOL GTO TEAOG MLXG TEQLOBOL AL OYL YL TO UECO %Al T1) SLANLUAVOY)
TOL XXETOYLAUXIOL TOL, OTWG Eldape WUEYQEL TOEX, TO TEORBAUX NG
peytoTonoinong exet wg e€ng:

max EUW,,,) (4.9)
e
VVHI = (1 + Rp,t+l )VVI
H UW,,) elvar pioe %0lAY oLVEOTNOY] WQEALOTNTAC, OTWG PAIVETAL %ol GTO
TUEOUATW OLAYQaUpa %ot dNAWVEL OTL O ETEVOLTYG elvat nvSLVOYoBocg.
U,
Uw+G) @ —
]
um)
I%U(W,M)
+% uw, -G)
U, - G) g
.-’/
I W, -G H W, +G e
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TN mapaderypa, €otw évag emevdutng pe apywo mAovto W, o omolog
oxeptetat va deybel éva otolynpa ano 10 onoio Ha uepdioet 7 o yaoet TocoO
G, pe toeg mbavotntes. Edv anopplidel 10 otolynua, 0 TAODTOG TOL THQXUEVEL
not 1 weAMpOTNTa Tov eivar U(W,,)). Eav 10 deytel, o mhovtog touv Bor yiver

WAGn W,— G, pe mbBoavotnta 2 no yroe o dvo. H avtiotoryrn wypehpuomta
Oa elvou %U(W, +G)+%U(W,—G) 7 omola eivat pnpotepn and v UW,,)

AOYW NG NAPUTVAOTNTAG T7G cLvaETNoNe. Emopévwg o enevdutng amoppintet t0
otolympa oo Sev etval eAnvoTino y eva xtvduvopolo atopo. O Babuog g
NUUTILAOTNTAG TNG CLVAETNONG wyehuottag xabopilet xar 1o Pabuod g
nwvouvoyoBlag evog emevduTy] xat bToloyiletat and 17 SeLTEQT] TAXEAYWYO TG
OLVAOTNONG WPEMMUOTNTAG SLULQODUEVY] UE T1] TEWTY], WG TEOG TO TAOLTO. Ou
gyovpe OMAad” 10 ouvvieheoty] amdlvtng nwvdvvogoBing (coefficient of
absolute risk aversion):

Uw)

AW)=———+= 4.10

#) u'w) (4-10)

Kot 10 ovvteheoty oyetung mvduvopofiog (coefficient of relative risk
aversion):

Uuw)
RW)Y=WAW)=-W ———= 4.11
0N =AW =W @.11)

O ovvtekeotng oyxetwnng nvdvvoyoPlag uxbopilet 10 peéEog Tov TAOLTOL oL
elvat StateBetpévog voo TANpwoel 0 emeVOLTNG Yl VoL XTOWYLYEL EVOL GTOUY YU
dedopévou peyebloug oe oyeon pe 10 TAOLTO TOL. YTIAEYOLY TEEIS BLAPOPETINES
vrobéoelg ylr TNV WYEALLOCLVEETYOY], OTOL TX ATOTEAECUATA TOLG Eelvout
OYETIUA € XVTA TVG AVAAVGYG LECOL — SLAUDUAVOY|G.

1. UW.)=a+bW,

(- 2T TMEQIMTWOY oUTY] HUEVIOTOTOLWVIAG TV WKECY
WPEALPOTNTA EVXL OOV VO LEYIOTOTOLOVUE TV YOXUUINY] OYEOY| HeTald

UECOL ol SLAUDRAVEYG, OIS 1t 617 (3.2).

2. H ogehpoovvepton evog emevduty elvar  exbetny,  OmAady
UW,,,)=—exp(-0W,,,) uxt oL amod0CElg Twv OTolYElwy axolovbouvy
NAVOVINY| NATAVOUY].

W -1
3. U(VK+,)=’1”— nat ot amodOCElS TwV  aTtolyelwy  axolovboly
-y
MoyaptBponavoviun  uxtavopr. H  p  avumpoownedel T  oyetinn
nwovvoyoBia. Otav 1 y tinowalet ™ povada, tote UW,,,) =log(W,,,).

63



4.3 Epmetounn Avédvon

OewpoLpe evay PECNG OLUUDUAVONG ETEVOLTY] Me OYETMY] uvduvoyoPla
(relative risk aversion) y=3 0 OTOLOC XATAVEUEL TO YAQTOPUAANLO TOL OVKUECH
oe petoyes nat oxivduva yoaupdtie (risk free bills) mov Baoiloviow otig
naMvdpopneg TEoBAedels Twy acpalioTowy xtvdLvov. MeyloTonolwvTag Eva
VYOOUUIXO GLYOLAOUO UETAED OlaMDUAVONG %ol UECOL WOTE Vo ETULTUYOLUE

VYNAO peco pe yopnAn Sltanbpavey, o emevOLTYg 6TO TEAOG TG TepLodou 7+7
1
Oo natéyer peptdto petoywv a; ¢ = ;r S OTOL P elvat O GUVTEAEGTIG GYETIUNNG
’ 0t+1

wvdovopoBiag nat 641 1 TeOBAed ™C Staduavorg ey anodocewy. Xty
epyoola poag TOAOYI{ovpE:

e T Sroaudpovor Twv anod0CEwY TV XOPAALGTEWY %v8LVOL 1] OoTloix
umopet vo exttunlel yonotponotwvtag Tic amAég amOSOCES Ol OTOLES
vroloyilovtar amd éva 5Setég rolling mapabuvpo Twv pnviadwv ot
TOWUVLLWY LoTOPWWY amodocewy. o tig e€aunveg nat T1g eyoteg
anodOoelg, AOY®w TOL OTL 38V E€YOLUE XEUETEG TAQATYOYOELS, YWELS
BraBn g yevirotntag, yonopmonoovpe 10eteg nor 20etég napdbupo
avTioToLy.

® Oewpovpe OTt T Bdpn mov anodidoviar ot risky otoryeion Boioxovrat
uetadh 0<a,, <1.5 wote va amopLyovpe avowtég mwAnceg” (short

selling) »at anpalieg emevdvoete.

e LEooppodlovtag ta Bédnota Bapn ota dedopeva nabe otoryeiov,
vroloyilovpe ™V anoOd00Y] TOL YXETOYLAAXIOL 1] OTola Sivetal ATO TO
wno R, =, R, +(1-a )R,

o T péon wgehpotra yta nabe otpatnywy). Ty ne@toSo rng EXTIUNOMG,
7 €0 wPeAtnOTN T TOL eMevdLTY Oar elvon Dy = fi; — —ya omov fI; na

67 eivor 7 péon TN xw 7 SlOTOEE TOL YAETOYLANKIOL TOL

oynpatiote and g i xow 674. Bdv o enevdutig Bactotel otig
TEOBAEPEIC TOL LOTOEIMOL PECOL TWY XCPAAGTOWY nYELVOL, TOTE 7]

' ' ] ~ oA 1 A2 ~ A2 '
uéon wpehpomra o eivar U = flg —7y0y Omov U, nou Gg  elvow 7
UEOT] TLUN L 7] SLLOTIOEA TOL YAOTOPLAAKIOL TOL CYNUATIOTNUE ATIO
UG Trpq %t 651

15 Eivar 7 moknon meplovotaxmy oTotyeiwy, T ool 0 TwANNg éyet “davelotel” and #Anolov TpiTo, pe Ty
npO0EsY) Var AYOPAOEL TTOVOUOLOTLTIX YEEOYOXPA AOYOTEQX WOTE VO Ta ETUGTREYEL OTOV SUVELGTY).
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e Teélog vmoloyilovpe 10 peoNg weAMpOTTaC *epdog (average utility
gain) ToOL TEOMLTTEL MO TG ToAVOQOpMEG TEORAEPElC  Twv
aopaliotowy wvdbvou o etvon 1 Swpopd AU = U; — Dy. Edv AU >0
TOTE 0 eMeVOLTNG eivort SlTebElEVOC VL TANOWOEL TO TOGO WOTE VA EYEL
™ TANEOYOENON Yot TIC TUAVOQOUMES TEOPBAEYEIS OYeTMd PE TIC
TpoBAéPelg TOL IGTOEWOL PECOL.

4.4 AnoteAéopata

Ol Tt TEAnATW ATOTEAECUATA LTOAOYIOTNUAY YOY|OLLOTOLWVTHG UNVLXLX,
Totpnviade, e€dunvor ot etnota forecast horizons pe recursive xat rolling
nadvdpouncetg, Omwg  oaxptPwg  Soviédape  péypt twox. Tao  Telnd
XMOTEAECPATA Yl TO HEONG WPEAMPOTNTAG %eEd0¢ yw xabe mepintwon
Boloroviaw otoug Tivaneg 4.7 ewg 4.6.

Benwvoviag pe 1o pnvaio optlovta (mivaueg 4.7 xar 4.2) noepatrnovpe OTL O
emevduTNg pag dev etvar Sratebetpévog var TAnewoet Yo T TANEOYOENCY, TOCO
Twv recursive 060 xot Twv rolling maAtvdpoumey mTEoBrédewy, apold oyedov
OAL TOL XTOTEAECUAT Y& TO HEONC WPEMMUOTNTAG *EEDOG TAIOVOLY AEVYTINEG
npéc (AU< 0). Axopa st otig evaldoyés twv in-sample xow out-of-sample
TUEXTYENOEWY OV TUEXTYEELTAL UATOl XELOCNUelwTY] KETABOAN o napio
YwEa. ALTE OUWG T ATOTEAECHUATA PUIVOVTAL AOYME SLOTL GOUPWVA Ue Ta
nponyovpeva otovyela poag (mivaxeg 3.7 xaw 3.2) Setéape OTL Eyovpe Lo TOAD
YUUNAY TOOBAET TN IXOXVOTNTX TWV UEQLOPATIMWY aTto300ewY. Ot pnovadinég
YWEES €00 TAVTIWG OTOL O €eMEVOLTNG LOWG VA TAYOWVE Yl VO TREEL T7)
TAnEoYoENaY, eivar 0 Kavaddg xat 1 Itakioc omov 1o AU maigvel opltopeveg
Oetinéc Tipég, taitepa otig rolling nakvépopnoetg (nivauog 4.2).

Table 4.1: Asset Allocation results from monthly recursive regressions

obs obs obs obs
in-sample | 60 (5 years) in-sample |120 (10 years) in-sample |180 (15 years) in-sample [300 (25 years)
out-of- out-of- out-of- out-of-
sample  [300 (25 years) sample  [240(20years) sample 180 (15 years) sample 60 (5 years)
AU AU AU AU

aus -4.135 -1.079 -0.969 -0.650

can -0.536 -0.570 -0.760 0.349

che -2.314 -1.970 -1.924 -0.186

deu -1.855 -2.101 -3.083 -1.754

fra -1.055 -0.723 -1.146 -1.050

gbr -0.057 0.572 -0.127 -4.252

ita -0.530 -0.224 0.489 2.386

jpn -1.994 -2.146 -3.416 -12.960

nid -2.109 -3.125 -3.234 -2.623

swe 0.085 -1.165 -1.511 -6.551

usa -2.587 -1.564 -1.447 -0.173
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Table 4.2: Asset Allocation results from monthly rolling regressions

obs obs obs obs
in-sample | 60 (5 years) in-sample |120 (10 years) in-sample |180 (15 years) in-sample [300 (25 years)
out-of- out-of- out-of- out-of-
sample  [300 (25 years) sample  [240(20years) sample 180 (15 years) sample 60 (5 years)
AU AU AU AU

aus -0.707 -0.621 -3.752 -1.363

can 0.821 0.105 -3.377 0.336

che 3.526 -2.181 -2.647 -0.750

deu 1.468 -2.645 -3.225 -2.445

fra -0.825 -1.631 -4.285 -6.418

gbr -2.508 -0.763 -3.603 -5.895

ita 0.921 -0.549 1.269 6.378

jon -1.668 2,532 -3.795 -12.702

nid 2.358 -3.661 -8.061 -4.058

swe 0.036 -5.841 -2.220 -12.485

usa 3.475 -4.011 -1.835 -0.350

Avtiototyr elvat xat 1 emove yu Tov 0ptlovta totpnvon (mivareg 4.3 uat 4.4).
Kot edw 10 péong wpehpomrag #Ep00g elval xQVNTIXO OTIG TEQLOCOTEQES
neptntwoetg yx xabe yopa. Ot yoweeg edw onov evdeyopévwg Hu propovoay
VoL WPEATOOLY TOV ETEVOLTY] HE T XTOTEAEOUATA TOLG, eivo ot HITA now 7
Itakio. 211 mepintwon twv HITA, yonotponowwviag in-sample nopatronoetg
25 etwv, 10 AU naipvet tpég 7.057 (nivanag 4.3) now 5.626 (nivanag 4.4) yo
recursive xot rolling madvdpopnoetg, avtiotorya. Eve yo v Itakio not povo
011 mepintwo ¢ rolling maAtvdpounong, To AU eivar Betind.

Table 4.3: Asset Allocation results from quarterly recursive regressions

obs obs obs obs
in-sample | 20 (5 years) in-sample [40 (10years) in-sample |60 (15 years) in-sample (100 (25 years)
out-of- out-of- out-of- out-of-
sample 100 (25 years) sample |80 (20years) sample 60 (15 years) sample 20 (5years)
AU AU AU AU

aus -15.396 -3.241 -3.241 -0.219

can -1.614 -2.000 -2.000 0.156

che -9.811 -9.054 -9.054 -4.216

deu -5.048 -5.933 -5.933 -4.433

fra -4.348 -3.110 -3.110 -1.301

gbr -4.338 0.430 0.430 -7.423

ita -6.259 -6.604 -6.604 -5.410

jpn 6.610 -7.624 -7.624 -45.725

nid -7.331 -9.974 -9.974 -10.962

swe 3.001 1.556 1.556 -14.997

usa -3.960 -1.854 -1.854 7.057

66



Table 4.4: Asset Allocation results from quarterly rolling regressions

obs obs obs obs
in-sample | 20 (5 years) in-sample [40 (10years) in-sample |60 (15 years) in-sample (100 (25 years)
out-of- out-of- out-of- out-of-
sample 100 (25 years) sample |80 (20years) sample 60 (15 years) sample 20 (5years)
AU AU AU AU

aus -1.694 -6.316 -11.046 -2.911

can 3.469 -8.358 -19.319 0.573

che 6.724 -11.144 -12.086 -11.168

deu 4.673 -10.420 -14.182 -9.236

fra -5.759 -14.346 -14.391 -21.419

gbr -3.568 -2.314 -10.404 -15.047

ita 2.980 -5.297 1.675 7.675

jon -8.264 -8.607 -20.204 -58.505

nld 7.780 -15.016 -28.364 -19.112

swe 8.336 -10.328 -4.029 -35.171

usa 14.160 -14.401 -3.626 5.626

2T GLVEYELX, HOLTWYTAG To ATOTEAECUXTX TOL e€apnvou optlovta (mivaneg 4.5
not 4.6) BAémovpe OTL nat €dw 7] OV elvatl THEOMOLX. 2yedOV yor OAeC TIg
ywoeeg 1o AU éyet nager apvntineg tipes. Eéaipeon amotedoLy uot maAL ot
HITA 6mov ot nepintwon twv recursive naivdpounmy neofiédewy (tivarag
4.5) o emevdung paivetar vo wgeleitar and 1 mAnowoenor. Afilet vo
TEXTYONOOLUE OPWG OTL Yl peyaddtepo oo in-sample napxtnencewy,
oo AU gaivetor var Bektiwvovial 0TI TEQLOCOTEQES TEQITTWOELS. BEvdetino
elvat 10 mopddetypo g Avotpariag, tov Kavada xoat twv HITA 6mov ot
nepintwoy twv rolling malvdpopnwy mpoPrédewy (mivarag 4.6) not ywx in-
sample mapatnonceg 15 etwv, 10 AU naipver tpeég -32.615, -43.433 nou
-10.549 1 oty mov ot Tueg autég Yo in-sample mapxtnenoeg 25 etwy
yivovtan 6.707, -1.413 now 31.753, avtictoryo.

Table 4.5: Asset Allocation results from semi-annual recursive regressions

obs obs
in-sample | 30 (15 years) in-sample| 50 (25 years)
out-of- out-of-
sample 30 (15 years) sample 10 (5years)
AU AU

aus -5.749 -1.449

can -0.274 1.609

che -15.020 -13.339

deu -10.119 -1.649

fra -3.190 0.213

gbr 14.194 -1.217

ita -7.928 -23.922

jpn -9.365 -46.950

nid -7.516 -3.705

swe -16.317 -73.509

usa 5.923 17.861
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Table 4.6: Asset Allocation results from semi-annual rolling regressions

obs obs
in-sample | 30 (15 years) in-sample | 50 (25 years)
out-of- out-of-
sample 30 (15 years) sample 10 (5 years)
AU AU

aus -32.615 6.707

can -43.433 -1.413

che -14.812 -30.986

deu -12.181 -0.870

fra -16.262 -7.910

gbr -14.160 -9.475

ita 6.186 8.311

jpn -38.074 -77.713

nid -39.293 -8.560

swe -12.257 -52.676

usa -10.549 31.753

Téhog yix tov etoto ypovino opilovia (mivaneg 4.7 not 4.8), T TEAYUXTA
elval ®AmwG SLQOEETING, HVELWS 0T TEPIMTWoY Twv rolling nalvdpopncewy,
ool 1o AU éyet mapet Betineg TIpES Y TI¢ TEELOGOTEEES Y WEES (Tivanag 4.6).
Edw v ekalpeon anotehoby 1 lanwvia xat 1 Xovndia OTov 0 emevduTyg Oev
B ayopale 1 TAnoYoENoN TOL TOL TTAEEYOLY aLTES Ol TEORBAEPELS, TEAYUY
TO OTIOlO €QYETAL O GLUTVOLX WUE TH ATOTEAEOUXTX TOL Tivoxo 3.8. L'evind
opwg BAeémovpe OTL 0 enevovuTyNg B TANPwVE Yl TY TANEOYOENGY TOCO TwWY
recursive aAAx %ot x0Elwe Twy rolling maitvdpouncewy. Kat edw opwg patvetor
VoL TEQLULEVIUE TETOL ATOTEAEOPATA APOL elyaphe POEL I XOUETR UAADTEQ
TEORBAETTINT] MAVOTNTA TWV UEQLOUXTIXWY XTOSOCEWY GE ALTY] TV] TMEQIMTWOY).
Atiler vo emPBefotwoovpe xor edw OTL yr T amoteAéopata Twy rolling
naMvdpounoewy, o in-sample dedopéva 25 etwv, o emevdvtyg Bo TANpwve
TUEATAVE T OTL Yl TIG avtioToryeg recursive. ITio ouyxexptuéva BAémovpe
OTL 671 recursive nepintwo (nivarag 4.7) 10 AU oe ywpeg Omwg 1 AvoTeohin,
7 I'eppavioe xar ov HITA, mapver tipég 27.730, 35.888, nwow 27.675, 1 onypn
mov otg avtiototyeg rolling moakvdpopunoelg ot Tipeg avtég yivovtow 57.367,
51.094 na 47.501.
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Table 4.7: Table 4.8:

Asset Allocation results Asset Allocation results
from annual recursive regressions from annual rolling regressions
obs obs
in-sample| 25 (25 years) in-sample |25 (25 years)
out-of- out-of-
sample 5(5years) sample 5 (5years)
AU AU
aus 27.730 aus 57.367
can -15.436 can -10.485
che 3.006 che 4,770
deu 35.888 deu 51.094
fra 24.398 fra 57.202
ghr 24.493 ghr 32.619
ita -66.436 ita -58.402
jpn -85.573 jpn -116.030
nid 28.817 nid 39.265
swe -124.571 swe -113.548
usa 27.675 usa 47.501




Eniloyog

210TOG TG EQYXOLOG ALTNG NTAY Vo e€ETROOLME T1] TEOPRAETTINY IXAVOTYTA TWY
UEQLOUATIUOV XTOBOCEWY Yl T XOPAIAOTOX %tvdLVOL petoywv. [Inooaue
dedopévar amo 11 avemtuypéveg YwEeES, E€PXOUOCAUE  TAMVOQOUINEG
npofBAédelg, evw yioo vo e€etacovpe TNV axpiBeld TWY ATOTEASOUATWY HAG
yonotponomoapue tov éreyyo twv Clark & West (2007). X1n ovvéyela
eQUOROCUpUE SOUWMES aAXYEC OTa UOVTEAX TEORAEYNC WOTE Vo EYOLUE TLO
x€LOTOTA ATOTEAECUAT, EVR TaEIAMNAX Dednoope va T cLoYETIoOVIE UL PUE
T0v owmovopnd uvuAo. Teélog eotdlovpe oty Oowovouwny a€loAOYNoY TwY
XMOTEAEORATWY PG %ot e€eTalovpe eqv Evag peomns Stauduavong enevdutng Hu
WPEAOLYTAY ATO TY] TAYEOPOQ?|CY] TOL TOL TAPEYOLY T ATOTEAECUXTA HOLC.

To oamoteléopata pog yevind Oelyvouv Wi TOAD YXUMAY TEORAeTTIUN
MavOTNTa 7] OTOla OPWG BeATiwveTal Yoo UeYaADTEQOLS YEOVIMOLG 0PLLoVTEg
npofBiédewv. Enlong, otav av€avape tov aptbpod twv in-sample noapaxtrnenoewy
nalpvope mo fetuxd amotedéopata, dwaitepa oe  rolling malivopopinég
npofBAéelg OTOL YENOLLOTOLODCUUE TILO TEOCYATY] TANEOYOENCY ndbe YoEd.
'Etot epyopaote now emBefatwvovpe 10 xowvd amotéheopo twv Campbell &
Schiller (1988a) noaw Fama & French (1988). Emniéov Swniotwoope poe Ayo
NUADTEQEY] TEORBAETTINY  WMXVOTNTA O TEQLOBOLG  OLXOVOUIMNG  XVATITUEYG
OLYXELTUA e TEPLOBOLG LYESYC. L20TOCO Kot 0TS BVO TEPITTWOELG TO ENLINESO
npoBiedipotnTag nopapevel yauniod. Tékog ovpmepaivovpe OTL O eMEVOLTYG
TOL TEOAVAPEQUUE, Do eTwPelodTAY ATO TNV AYOEA TYG TANEOYOEYNOGYG TOUL
TOL TEOOYEQOLY Ol TaMvOQOoueg TEOPRAEYelg yi  ypovinod  opilovta
TOVAGYLOTOY EVOG ETOLG, YQCLLOTOLWYTAG OGO TO SLVATOV peyaALTEQO aBuo
axpywwy (in-sample) napatnENCEWY.
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ITopaptnpo

Llooyoauua recursive makwdpdunonc:
'in-sample obs

1s=300

'out-of-sample obs

lu=60

'benchmark model forecast

for lj=1to 11

series r_bench_Jj
for li=1 to lu
smpl @first @first+!s-1+1i-1
equation eq{!j}Isy_lj c
t_bench_lj(ls+!)=eq{!j}.c(1)
next

next

smpl @all

'forecasts based on predictors

for lj=1 to 11

series r_j

matrix(11,371) r
for li=1 to lu
smpl @first @first+!s-1+1i-1
equation eq{lj}Is y_lj ¢ x_lj(-1)
r_li(ls+l)=eq{lj}.c(1)+eq{lj}.c(2)*x_lj(ls+li-1)
() =r_lj(ls+h)
next

smpl @all

next
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Lodyoauua rolling zalwdpdunonc:
'in-sample obs

Is=60

'out-of-sample obs

lu=300

'benchmark model forecast

for lj=1 to 11

series r_bench_Jj
for li=1 to lu
smpl @first+i-1 @first+!s-1+i-1
equation eq{!j}.Is y_lj c
t_bench_lj(ls+!)=eq{!j}.c(1)
next

next

smpl @all

'forecasts based on predictors

for lj=1 to 11

series r_j

matrix(11,371) r
for li=1 to lu
smpl @first+1i-1 @first+!s-1+li-1
equation eq{lj}Is y_lj ¢ x_lj(-1)
r_li(ls+l)=eq{lj}.c(1)+eq{lj}.c(2)*x_lj(ls+li-1)
() =r_lj(ls+h)
next

smpl @all

next

Ipoyoauua yra tov éleyyo twv Clark & West (2007):
for li=1 to 11

series dyy_li=(y_li-r_bench_l!1)"2

scalar mse_li=(@mean(dyy_li)

next

vector(11) R2

for li=1 to 11

series dy_li=(y_li-r_li)"2

series dif_li=(r_bench_li-r_li)"2
scalar msfe_li=@mean(dy_li)
R2(1)=(1-(msfe_li/mse_li))*100
Next

vector(11) cw
for li=1 to 11
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series cw_li=dyy_li-dy_li+dif_li
equation eq_lils cw_li ¢
cw(li)=@tstats(1)

next

Igdyoauua Asset Allocation:
'MEAN-VARIANCE INVESTOR
'forecast horizon

lc=1

'observations of the initial estimating sample
1s=300

'out-of-sample

lu=60

'gamma parameter

lgamma=3

'CONSTRAINTS IN THE WEIGHTS? 0=NO, 1=YES
lweight_con=1

lweight_min=0

lweight_max=1.5

'AR construction series
series +_12=r_bench_1
series +_13=r_bench_2
series r 14=r _bench_3
series r 15=r bench 4
series r 16=r_bench_5
series r 17=r_bench_6
series r 18=r_bench_7
series r 19=r_bench_8
series r 20=r_bench_9
series +_21=1r_bench_10
series +_22=r bench_11
tic

for lj=1 to 22
series portfolio_lj
series weight_j
series variance_lj

for 1t=1to lu
smpl @first+!s+!t-1c-59 @first+Is+lt-Ic
if <12 then
variance_lj(It) =@var(y_l))
weight_lj(1t)=(1/!gamma)*(1/variance_lj(1t))*(r_lj(Is+!t)-rf_lj(Is+1t))
endif
if 1>=12 then
k=1j-11
variance_lj(It)=@var(y_lk)
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weight_lj(lt)=(1/!gamma)*(1/variance_lj(1t))*(r_lj(!s+!t)-rf_lk(Is+!1))
endif

if lweight_con=1 then

if weight_!j(1t)>!weight_max then
weight_lj(It)=lweight_max

endif

if weight_!j(!t)<!weight_min then
weight_lj(It)=lweight_min

endif

endif
if j<12 then
portfolio_lj(lt)=(1-weight_lj('t))*rf_lj(!s+!t)+weight_lj(1t)*y_lj(Is+!t)

endif
if j>=12 then
k=lj-11
porttfolio_lj(lt)=(1-weight_lj('t))*rf_lk(Is+!t)+weight_lj('t)*y_lk(Is+!t)
endif
next
next
smpl @all

matrix (22,1) aa_ave_port
matrix (22,1) aa_ave_ut
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