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This dissertation consists of two essays on developing new methods for testing the Arbitrage Pricing Theory
(APT) and the Present Value Model (PVM), and one essay on correcting heteroskedasticity and cross-
sectiona correlation in panel study by using the Newey-West Adjustment Matrix. In the first essay, |
develop an autoregressive method for testing the APT. Unlike methods currently being used in the literature,
this method does not require prior estimation of factor loadings and risk premia. The new methodology is
based on the observation that past returns of an asset carry information about its exposure to systematic risks
and thus can be used to construct ex post risk adjustments for the asset via a cross-sectional autoregressive
model. | derive several testable implications of the APT and drop a crucia assumption that factor risk premia
are constant. The approach is robust to changes in factor loadings in some cases. | find little evidence that
firm size contribute additional explanatory power to that of factor loadings in the APT model. The second
essay studies the rational expectations present value model with variable expected returns. | develop an
econometric method with which (i) to test a general model of expected returns and (i) to test alinearalized
version of the present value model. | find that share dividend-price ratios carry information about the
structure of future dividend growth. | also find that the rejection of the present value model is dependent
upon the variability of expected returns. The third essay is an outcome of joint work with Whitney Newey.
We show that the Newey-West adjustment matrix can be very useful for correcting heteroskedasticity
andcross-sectional correlation in panel studies. We apply that adjustment procedure to the vector
autoregression model of Holtz-Eakin, Newey and Rosen and develop a chi-square test to determine the
number of pervasive economic factors in an approximate factor model. Our empirical results su
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From reader reviews:

Patricia Rhee:

With other case, little people like to read book New Methods for the Arbitrage Pricing Th. Y ou can choose
the best book if you appreciate reading a book. Aslong as we know about how is important any book New
Methods for the Arbitrage Pricing Th. Y ou can add information and of course you can around the world by
the book. Absolutely right, due to the fact from book you can understand everything! From your country
until eventually foreign or abroad you will end up known. About simple factor until wonderful thing you can
know that. In this era, we are able to open a book aswell as searching by internet system. It is called e-book.
You can utilize it when you feel uninterested to go to the library. Let's study.

Brandi Anderson:

Nowadays reading books become more and more than want or need but also turn into alife style. This
reading behavior give you lot of advantages. The advantages you got of course the knowledge your
information inside the book which improve your knowledge and information. The knowledge you get based
on what kind of publication you read, if you want have more knowledge just go with education and learning
books but if you want really feel happy read one using theme for entertaining for example comic or novel.
The particular New Methods for the Arbitrage Pricing Th iskind of book which is giving the reader
capricious experience.

William Mar shall:

Do you like reading a guide? Confuse to looking for your selected book? Or your book was rare? Why so
many question for the book? But any people feel that they enjoy for reading. Some people likes looking at,
not only science book but additionally novel and New Methods for the Arbitrage Pricing Th or even others
sources were given information for you. After you know how the good a book, you feel need to read more
and more. Science guide was created for teacher as well as students especially. Those books are helping them
to put their knowledge. In some other case, beside science guide, any other book likes New Methods for the
Arbitrage Pricing Th to make your spare time considerably more colorful. Many types of book like this.

Bernetta Smith:

Asauniversity student exactly feel bored to help reading. If their teacher inquired them to go to the library
or make summary for some e-book, they are complained. Just small students that has reading's soul or real
their leisure activity. They just do what the teacher want, like asked to go to the library. They go to generally
there but nothing reading significantly. Any students feel that studying is not important, boring and can't see
colorful images on there. Yeah, it is to become complicated. Book is very important for you. Aswe know
that on this age, many waysto get whatever we want. Likewise word says, ways to reach Chinese's country.
So, this New Methods for the Arbitrage Pricing Th can make you sense more interested to read.
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