

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		

		
            

		
		
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Choosing Factors in a Multifactor Asset Pricing Model When Returns are Nonnormal

	
    
        
            
            







    
    










    
    
    
    











			
        

    
	

	
	
		
		
			30 Pages
		
		

		Posted: 28 Feb 2005
		
		
		
	

	
		
			
			




	See all articles by Johan ParmlerJohan Parmler
Stockholm School of Economics - Department of Economic Statistics
Sune Karlsson
University of Orebro - Department of Economics 


		

	
	
	
	
	



	
	
	
	
	
		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		We use Bayesian techniques to select the factors in a multifactor asset pricing model when the assumption of normally distributed returns is relaxed. More precisely, we assume that asset returns are multivariate t-distributed. This setup allows us to capture the well known fat tail property of asset returns. Interest rates, premiums, returns on broadbased portfolios and macroeconomic variables are included in the set of factors. Data from both the US market and the Swedish market are investigated. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
		
		
			
				
			
		
		Keywords: Asset Pricing, Non normality, factor models, bayesian

	
	

	
    

    
	

	
	
		JEL Classification: G12, C11, C52

	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	

























    
    










    
    
    
    
















	



    




	
		Suggested Citation:
		Suggested Citation
	

	
		
			Parmler,  Johan and Karlsson,  Sune, Choosing Factors in a Multifactor Asset Pricing Model When Returns are Nonnormal.  Available at SSRN: https://ssrn.com/abstract=675588 or http://dx.doi.org/10.2139/ssrn.675588 
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Johan Parmler (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				
				
				


				Stockholm School of Economics - Department of Economic Statistics  ( email )

			

			
			
				
				
				
					P.O. Box 6501
S-113 83 Stockholm
Sweden

				

				
			

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Sune Karlsson

					
			
		

		
		
		
		

		
		
			
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				University of Orebro - Department of Economics   ( email )

			

			
			
				
				
				
					SE-70182 Orebro
Sweden
+46 19 301 257 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      196

			

		
		
		
			Abstract Views

			      973

		

		
		 
		
			Rank

			  281,207

		

		
	


	

	
		
			
				       22 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        The Stock Market Valuation of Research and Development Expenditures

                        
                            By
                                
                                
                                    
                                    Louis K.c. Chan, 
                                    
                                
                                    
                                    Josef Lakonishok, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Stock Market Valuation of Research and Development Expenditures

                        
                            By
                                
                                
                                    
                                    Louis K.c. Chan, 
                                    
                                
                                    
                                    Josef Lakonishok, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        The Risk and Return from Factors

                        
                            By
                                
                                
                                    
                                    Louis K.c. Chan, 
                                    
                                
                                    
                                    J. Karaceski, ...
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            The R&D Master File Documentation

                            
                                By
                                    
                                    
                                        
                                        Bronwyn H. Hall, 
                                        
                                    
                                        
                                        Clint Cummins, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Level and Persistence of Growth Rates

                            
                                By
                                    
                                    
                                        
                                        Louis K.c. Chan, 
                                        
                                    
                                        
                                        Jason J. Karceski, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            R&D Accounting and the Tradeoff between Relevance and Objectivity

                            
                                By
                                    
                                    
                                        
                                        Paul M. Healy, 
                                        
                                    
                                        
                                        Stewart C. Myers, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Manufacturing Sector Master File: 1959-1987

                            
                                By
                                    
                                    
                                        
                                        Bronwyn H. Hall
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            R&D Reporting Biases and Their Consequences

                            
                                By
                                    
                                    
                                        
                                        Baruch Lev, 
                                        
                                    
                                        
                                        Bharat Sarath, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            R&D Reporting Biases and Their Consequences

                            
                                By
                                    
                                    
                                        
                                        Baruch Lev, 
                                        
                                    
                                        
                                        Bharat Sarath, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Excess Returns to R&D-Intensive Firms

                            
                                By
                                    
                                    
                                        
                                        Dennis J. Chambers, 
                                        
                                    
                                        
                                        Ross Jennings, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l100 in   0.078 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	
