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		Firm size proxies for the risk to expected earnings. Typically, smaller firms have higher expected earnings growth, but that growth has higher risk of not being realized. This explains the well-documented return premium associated with small firms. However, at times it is large firms where earnings growth is at relatively high risk. This explains the variation in the size premium over time and its reported decline since the early 1980s. At all times and for firms of every size, it is earnings growth at risk that is the pertinent pricing feature, not the amorphous feature of â€œsize.â€� 
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