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		Abstract

		Suppose either of homogeneity or heterogeneity of severity of market imperfections within cross-sections of stock markets. This study shows structure of risk and returns within investment opportunity sets possesses implications for risk-return trade-offs that subsist in stock markets. In presence of `homogeneity', growth stocks do not necessarily outperform value stocks. In presence of `heterogeneity', superior performance of growth stocks can derive from from either of `luck' or demonstrations of skill on part of managers of equity mutual funds. Importantly, relative to universe of equity funds, fund alphas are non-robust to signaling of managerial skill. Under certain conditions, however, but yet with restriction of sample alphas to a specific echelon of risk tolerance, fund alphas are robust to signaling of managerial skill. In aggregate, the `no arbitrage' property has interpretation as, "in absence of any heterogeneity to severity of market imperfections in cross-sections of stock markets, estimates of increase to risk are lacking in credibility, that is, do not portend increases to expected stock returns." 
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