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B =Fo| A= country effect®} industry effectS 74 =3}7] 9384 Heston and
Rouwenhorst(1994, ©]3} HR)7} #|A|gk guj¥ ¢ 3AZAEYE S o] &3513 &=,
ASEAH gk A A A ofgel

kZo] el &3 24 i) 1 FoF Ry AT go] mE F4

o
Hko3 k= industry effect(S), country effect(7) 28] 71/ L2 (& )02 &

Rit:at+ﬁjt+7/kt+git 1)

S
T 7 AeR JpAE, ZISIRE eapske) kAl A
wEolAE 1078 AT 7H AA 4678 =7kl FAREE
ARgstE R 2Dl tgh ARl ASRFE ()9 ok

o
=
+
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46
R =, +zﬂ]t i +Z7ktcik + & (2
k=1

o], 1y(Cy)i 4 i7h ARl S5he 19 @ A, a8 go

W 0] ghe ZhAE dulugelnt,
A% v Adz Fuw ANt ¢, §, 7 FAkE, olu A

Qrim el FoEuwge] ol 247 1o] Hue A@QE GEFAAY A



(perfect multicollinearity problem)E 714 Al ¥o] 2HHow =45 47} ¢loh
olgfgt A5 g w7tel g Aol g guHTE AAS RES FAHTe=E

A AAR Fohsh Aol @ uelx ST BB ARG FHE

2 7144 Aok web olels wEnths vee) da FEO

A= =
AAE e FAsE go] wok AAe Wiolgn & 4 AUtk olsh el

A st A A@2)E FAHSA Ha, o] HS-

42 falA A 22 Az
FAHE ¢ 29 ZF=HA A S (global market index)ol] td G¢]Eo] HT}.

10 46
FANFR TR A 2 NSy =0, D My =0
k=1
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10 46
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H@ONA Ny sk M 2z el A el kil &8 7458 oJvlshaL
Wy sk v, B 22 s kel 2RMARATAN AAsE A7k
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absolute deviation, ©| 5t MAD)S) [al.|B,|.[7,| = el &-stsiet. Bargte vimste

PHe FARNEY WEAH UF T adel 9gPe AyHow wwd

o
=
-3
=
o
5
N
N
ofo
o,
ol
o
rir
o
o
o
N
N
Y
(o
u
re
i
Mo
=2
2o
<
ol
L
o
td
4

o]-g-3}o] country effecte} industry effectS B] &} ax} ghcl,

2. Heston and Rouwenhorst(1994) 77k W3t &4 43}
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A7) 4 B =T ol gshe BEY MRS AT H8iA H
RO AFelA Abge TR A 19780 FE 199213704 o] 1271
2ol 9 = E o] g3}o] country effecte} industry effectS H-A18}3, 1
HRo] AZAvtel vlatel] Wzt ko

o= A ARgSte oA 1992 129 Vo R FolEH NS
N Fo ARV BT EASE 7242 F 3132724 HR Aol A ARE-e
T2 829700l Wl 4 BE= WAtk AVFE SWHolAE Fe EFE F
2] S7tE QleiA HRe| ZAafol] wls| @yt el A7Ee] HlFo
ta Frtstlov 5dS A Ao UetHAR Z 7 A7FE e M
o AjA & ztel= ASdTh
<3 4eolM= oF dellA AW gupds 394 BES o]&5te] HRY

_ —

ol

FE7)7re) el o] country effecte} industry effectE HA1s 232 A Alstal )
th A Panel ASt BellA = ZF =7 R ARl e] A ol Eol Wik 7|28
Fo AAeaL A, A7 E 2 57 R Ao dE FolES dd =
7hg Abgel &3 BE A5 9 FEs YT Ads Y e &
A7VER o w 7Hg Hatst AR gojEoly e A
7t AR Y FAES TEAA A5tk EolA Cross-Correlation
Matrix= 1270=r Z}z}2] cross-correlationS LEFU a2 91 o™, Matrixoll 4] o 24
Aol AAE FHES A7FEFdo R Jlg Hdk 4=l Eo] tidt cross-correlation
olar, Wizt ol AAE #HES TYEE

correlation zko|t}. TSk Avg. Cross-Corr. 7z} = 7PEH )2 Y x| 1170 =
(978 2F3)2+2] cross-correlation 3+ 3kS YER AL QlTh Average= = 7PE(AHY
H) 789 Ay gt e Fgks gnlsted, sY7tsE A
A7t t)ow AR 7P ol Wty EFEdAe g9
1.320%(1.324%) 2} 6.414% (6.573%) 2.
o2 AAke A FelEY P
4.939%(5.675%) %= AIRFE ATt oo whel HRe| ATtollA AAE ZAF}E e

W3 gl HR resultol A S % AAPE olgel Bast REBAC BT
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H Folgol A9 Ut 1.184%(1.159%) 2} 6.389%(6.265%), A 5
o) 5o A U 1.237%(1.061%) 2} 4.883%(5.035%)%1 Z o= LERLIA

= B2 ol &% FoEe e xedAVF HdHoer £ vEbs

e
niel & 2ol RolX gk glTh
Panel Ce} Dol A<= country effect®} industry effect H| WA} S A A SFL Y=

o], 3£l A Variancei:= 2](4)¢} (5)¢F ol AAEsE country effect®} industry effect
o] BAMZES %°= e Z o], Variance RatiolS 7} Z7F @ Ao 34
1 E (A (4t (B)ll A global effectd] a & A|<ld Y| F o] ghe] ikl
ek 7} effecte] WA &S oJu]sts o], BAMgolY Hl &Gk S5 F44
olge Hoh F JFHS vk & 4 vk EF MAD resulte] A A
country effect2} industry effect= 2](4)2} (5)° U+= country 2 industryd} 7 Ao
A kS FH ko]l AALs A0 = country effecte} industry effecte} ¥ H G20 &
of ddjA A7]5 dEhH, C¢ (tval)> S+ &3ke] MAD @t ztelel 1
ek tabs YER A vk B4 ARE AEd 7bd FoE R A F
Ol 5 HEFoA K =79 FEZ o]g3 Ay} HR Ao Hls] 2zt effect]
Ako]l ofgh vre Ao FAEAOU F Aol A ARET GO AT
T oulE 7HAA ge AoE ddEm, w7pE o

Eo 3t A7) A country effect7} $FE 2] o2 =S RALIL Variance Ratiol$
7EA A MAD A industry ot wil-¢- Frol gk Zfo] S Holal, AW GrolE 9]
At A %= country effectd] +4to] 23] &9 FAhlollA 20% Lo HFS
A B QoA =7 G2l Eo] W3k industry effecttl BN 2 W FS 2
A &tal Jqth= A= AAlstar o)A country effect”} industry effecto]]l 1] &
H353] =S FIFES HYE HRe A4zt dx|star ok ol 4

e B ATelAM AREShaL gl FEel 2 EAE vk Ae o dith

3 & =FoA= FTSES 107 A FEARE o] 8319 21} Heston and Rouwenhorst(1994)2] 1
F-ol = FT Actuaries/Goldeman Sachs¢] 771 AT EA 82 o] &3} T},
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<3} 5> M= AA| FE7|7Fe] diste] country effecte} industry effect=
A5t A3E AASaL vk WA w97 Hdk w7PE sl E] gk A
7+ UER Panel AS Av|EW, 24k} 2AHE 23 MAD A3 B
A Z7PE 2ol Fof thdk country effecte] ¢33F= o] industry effecte] ¢ 3F=mth
453 o Aoz ey, 467 =759 422)E oA country effecte] &
Ahel global effecte]] thak Z3pFolE o] FA4ke] b 98% Feo HFS AHA

Skal Q= ¥HA industry effect= 1F 1% A2 W] T v AA|ekA] &

A

t}. MADZ =A% 7} effecte} ddd 52 Ao A7 A% country

effect”} industry effectel] B3] HiF 391%HE & Ao Z YE o, BE b
Zhell disl ole gk xol7b FAIAoE w9 FoF FOoZ YRR o] gk

country effecte] 94 A7lEo 2 AEPEe FAE G0l 5] Avto]A
B FEgAw glon, AFR NG Fygn A9
3 w5l A Bk 27 Yehga sl

183 Asia A Hel &

Panel CollX= 4t Fol&o] gk ZAxE e ded, e 57}
2 ool country effect7t €53 AW A3 D] sAdvtE Hod

Basic Industry2] 4=¢]E-o| 4] = country effecte] FAFo] industry effecte] #AkH v}
sl & Aom uehetal, 7t Akjle] 2o E LAkl A country effecto]
Aol W 12%01 4 20% A e H|ES AAstE RAow yehbA ZrhdE
olEo] g industry effectt} wi-¢- & H|FTS AAet= A= UENT
MAD Z3}o| A% Resources®} Information TechnologyE #| <3t =& AF el A
country effecte} ¥ d el E2] A% =7]7} industry effectd vt} #2384 2

Ao 2 Uetwth Al7FEH o R Tt sk g tigk 3ol A Information

Me fo

3

Technology®] industry MAD~”} country MADE. T} f-2l8lA & Ho=w yeEYa
=], o= IT 2o FAF o= <A industry effecte] wj$ AX 3 gt}
= 7€ A5 A A & ¢ AT

ol #E Ad= A FAFEC oA industry effect: th=
country effecte] g&k=o] &X A= AES vl ALo=2 HRI Griffin and
Karolyi(1998) 5| AT As}st x| stz Rolet & % eluk.

= 7P el g gk AIelA yeiue E UE 542 AT A



A& Al &3 5 7HE9] country effect F4ko] wi

o)
o
Holrh, M= Aol A= 7 =2 country effect #AHS 7HAE 2]

ofof

51.43%°(64.00%%) 2] EAHS 74A = wbd, A Ear Ao A& Chile9}t Portugal &
A9 BE FrtEo] A 30%° o]+l country effect EAFS F4AH, b =

2 BaS A E Argentina®] 7 $-ol= Eabo] 455.71%°(447.16%°)0] w@alar

Uet=s A9 107130 == 101.56%°(96.55%°) A L] o EAMS Ho]

ki

2]
T} o]# g ApAe AFHEE country effect7} 2 xto]lE B 4 gtk

9kt

N
o

B WA ELE T AFOR Lhro] 47t BAY Bar

_,d
e
(e

4 AA= A AFF A dF BAAT

oF HollA Awgt vpe} o] MXw AP A& A17%e] country effect2}
industry effect7} th2 S5A4S 1Y 7leAo] EAs ez B dos A4 ®
BS MRS A} AlSar Ao 2 LRSS country effecte} industry effectE
B8 AnE AAsta vk <E 6>0lA 227) AR A FEI 2470 A
g EEel tig FAAFAE A st A=, ST A Bf <3
1> & = kol 7R FARETE SAleks A Aol wlg- Aoletr]
woll &4 ¢ AadS Fol7] AsliA Aol 107]= o] FollA FAAE7F &

A5z 1088 149 o] F2] 7|7kl BHSAA T #AIssiT

<¥ 6> Yepd A= country effect7} RE Al o] Ax 9387 = 3§t
U AlS=r Aol B At AS Holal vk WA Axla A g
AE YER I &= Panel A9t B A E Ao R, AA 27| ot

Aztel Z po]S Ho|A il 9o} Resourceset Information Technology 2] ell
Utilities] MAD kol 4] %= country effect2} industry effect 7Foll -2]3k 2}fo]7} &=
AstAl &= Aom yehuA A EZIZFe] gk Aol HlEl  industry
effect7} tha S7H8E B5S Hola v ey AES A Ae AdHE
Z 350l ol YA % country effect”} 40%~50%% =9] H|ES A et Ao
2 e, 7ted 9 &9 4= Resources, General Industries, Non-Cyclical

Consumer Goods, Cyclical Services 5 47] 22| country effect 4Fo] industry
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effect o} &
FAFCRE fFYstA & Ao = EIA Resource}l Information Technology©]
industry effecti= -3 A= Ao A WAs= Zox YER

2 et MAD 9A] & Aol A country effect”}

>M

5. 7178 country effect®} industry effect B]xl

HTOo 2 = industry effecte] F QAo AN F &I 7+ IAFHA o
gl st 7] o FE(Cavaglia, Brightman and Aked(2000), Brooks and
Catao(2000), Flavin(2004) %)< A3= AZF87] faia 2 dolr= o8 7)1k
) 2 country effect®} industry effectS W] nl s} 2} 3o},

7120 EA o= oade] E4kSs Hlustes WY ETE T oadel o
g MADE Hlulsh= o] ®U} ghdbstal, &

A s AA =7k ARl o
MADZ olefe] 21(6)% #o] A4S % industry MADZ country MADZ 1}

sk H3t MAD %kQl country MAD<} industry
MAD ratio(= industry MAD / country MAD)E- t}A] Al4FeSi o). welA MAD ratio
7} 18tk AW industry effect”} country effect® v} Z vty sokslar, digj2 18

t} 2o country effect”} industry effect v} I i sk 4= gt}

country MAD, = f“vk,t P
k=1

10
industry MAD, = (6)
j=1

A AolM v ok Wi tA e dAl FAoR AR SREAEA A Kk

=3} jakele]l AX e W
oA k=3 el S3 FAGe) WFo B, AAANFe] Aol g
o A AERNA kT3t ki) AR HFe] k.

< 7>lHE 99 2 B A AT LY MAD ratios] oje] Ei
kel og WEghes ww e, EelA tizhd Aol gl gEe 59 o
9 Azl g FEake olnlshe, AR W] eSS 37177k Aol
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, MHEHO T7bEE H 71t dig A3E el dvk #23 <h
& MAD ratio7} 1¢]2k= A F-7H4(HO: MAD ratio=1)o] gt t-7k2 e}
ATt Panel AdlA = HA F271e] dig A3E vEbar i, 19901 5
Bl 1994d7}%] 9] 7]7Fel A MAD ratio’} 0218 HA7F HBE g 7|3k

o

o
1o,

PR
i)
K

==

country effecte} ¥#+&ldl ¢l 5] A% A7I7F 7HE oS & F Avh LY
U 951 o] ®7kA] 3] F7bslld country effecti= 19951 o] FELE] 7HA8)

7] AlFpele] H2o® 4E industry effecte] T840 AAL Y Ao
el A, 7HA7Ese] AS- vpA . 3 1E7]7H200013~20031 )0l A = industry
effecte} T E &9 A& =7]7} country effectB t} 1.47v)7}A] 7 A=
A AEAFS Holal ¢lo]A Cavaglia, Brightman and Aked(2000), Brooks and
Catao(2000), Flavin(2004) &2 A5-A ¥} dX|st= A& Holil Qth.

Panel Bol CollA+= Axl= A3 3= A7del gk MAD ratio A3

Harshal gl AlSs Ao Aol 1988 19 o] o] 7|nks T4

iin)

o2 slar 9ltt. Panel BeF Ceol ZA3}+= country effecte} industry effect7} A

Ax A AT ARA 77 e Fa4e HTE <@ 659 23E

FolE AA A7I7F 5538 FHAske] 2000 o] 9] Z|IFo| A<= industry
effecte} T ® 5o A% =77} country effecto]]l H|af 1.78¥) A= 2
Ao w yehd v, AS = A A= o 3] country effectel #HEE ol E
o] AA =7]7} industry effecto]] H]a] 2u) Ax= & Ao w ElRT]

<3 7>¢] Z3}+= value-weighted country MAD<} value-weighted industry MAD
9] 6070 Y olFHAS Yeha g <28 1>oAxE AfEelwar gtk HA
F27]7bel g 6071 ol sH S YERHIL Sl Panel AS AT EH,
country MAD®] o] & 951 47| 7H &Aoo 2 Fhastal e §hd,
industry MAD®] o]%H & 98 1873 E AEHoR Z718t7] Al Zbetd]
2003 3E7|HH tAh A Y= EEo| Holal o 2000 28V|E 7| A
a7t dAEe] AHEL YHS Holal vk olH T HA FE7

J_Z,:‘
vl i3t A A= AFE TUEA el olE FAE A
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FEAQ MFL At Qi AA A Aol o4

b 2= e< Yehl= Zolzt & 4= Slnt. Panel Coll
AAE AT Aol tigh Ak A8 e oleddAd s Bolal o

=
o7 &4= industry MADO] o]FH+to] F71s7]+= o country
MAD®] ©]5 3 +o] industry MADS] o]5H o H|&l 4t 2-3u] A= & A
o2 ehgt} o]edt @atol] thal Brooks and Catao(2000)9] <ol A= 90wl
A= Al A 2 oY 597 1 dele® AN sk =,
ol gk o]l v 1990t o] Foll vtk =gk Aol ofyal 1 o] {3 w59

717} AE 2000 o]Ze] A7t AR A L= oA NEZ A Fo] =
SV QA AAA Aol ofd Algar A a1fe] SR Fotsh= A

=% industry effect”} country effect?t} AX b= A+
HA AT o] Hey AMdolghe A Hol: AoRA Aga NS e
2 FARGEAES A A=uUASA QolE FAF Tkt Qe
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AF7AA 9] AL mE A (1)3 o] F24=91F o] global effect, country
A A5
Atk 71
sloll A =242l 5ol W3k country effect®} industry effectS F-2]3}3ich 12}
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o] Eol A3k country effecte} industry effect7} o5 715& 7] o2 &l A

A YE=A o™ oS BV ol E S AAkelM ¥ AA dEhs

7P Bo Fo R Al & g ok wef oast = shue Vit E
.

Ao BAFAA

o]
A AAES v E3ke] country effects EA1% 3, 7t
S7F el EAsks ol Abglel &4 FAkeke] industry effects & Algk= 2l
o)},

WA A FASENN AAF ARG L ol §etel 7]
vl gt gojge) wAE AMEk, 7 Folgel W country effectst
industry effects 53ste] A|=7FA &A%k country effect®} industry effect7} 7]
Yol E FEAM 2 Bgsts A oh| Fojge] AN 2 wys

= AE 43}, country effecte} industry effect & o= Q915 WA 1H3I=

t

A 7} de] A8 %= Fama-French 3 factor modelS Ab&3tgl o, 7+ =
7 2 oAy e EAS | ste] olel A(7)T (8)F &S Country-specific model

7} Industry-specific modelS- -4 3} ¢}

r =a;, +b,-CRMF* +5s, -CSMB/ + h, -CHML* + & 7
r) =a, +b;-IRMF/! +s, - ISMB/ +h, - IHML} + &} (8)

9 Aol B (e t ARG kEAkhel S i FA0 2uol g o)
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&tal, CRMFX (IRMF!), CSMB (ISMB/!) 28|31 CHMLS (IHML )= ZHz k=(j

Akl &3 FAES Ao ® A SE country(industry)-specific factorel] o gF

tN el ol Eolth olul, CRMR(IRMF)) A9 @=emoe vhetul=u,

2t SMB} HML-> Fama and French(1993)¢]l A ¢} o] t-1: % Al o] AH-7}-
A&7} B] & (book-to-market ratio)} tdE 69w AVfEFHS TV|Eow 7}
factore] XEZ2IQE FAT v, tde 795 H t+1dx 697HA] 7t I EE
oo ol S AT

Griffin(2001)¢] AG-olA = A7) (8)lA /4 Country(Industry)-specific
factor2 7} #(2tg])e] MY T A7pEHo @ s}E H kY] Global 3 factor
models AR =T, FAF)ES By & AWt BES AHshr] #l8
A B =9 A= Country-specific model?} industry-specific model <]l
Griffin(2001) wdgk WA o= HX= AFxRESRE 43 Developed-
country model¥} Al&= Az oz A3 Developing-country model ~12] il
AA FEOoF F43F Global-country model3} Global-industry modelS %3}

o},

ALSE 7 e 5o g3t o) & AAE A o

gt AdE At vk ASHEA oA Zhzbe] REE 19861 1€ F-EH 2003

nqm
2
2
24
D)
ol
rr
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O{N
O
fru
z
=2

W 129714 wf € E FASR =, BEV|Fo] FolE o]f+ Datasteam
Databaseol| A FF-7F-A147F v]&3 ddE A5 E 1980 H-H A|Fsl7] w
of B factorE9 o] 1981 7HRE JEEsiSla, AE A A

7} factorel]l W&k AlFgkE= Griffin(2001)°] Ao sdstAl A 5% A s

2 olgale] FAstq] Wolth v Wiw RFS FHY 0 £oF AR
7} 3 vwon EAsE Fe BRI ALdAo, £F 4w}
EASHE T4 27b o) el w4 grelA ABE factor FHol o2 HE
Sri Lankat®= E oA Al 2]5FS T} Panel Aol A= 198613 F-E] 2003w 7}+] 7} &
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G2 TAT 3 factor5e] ¥ SOl Wi FAw 1L TEAAE U
b3 l=d], =71E E¥o A country-specific modelol] AFE-H Zb=re] 3
factor= = 7bE R v Aolgh H+t
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specific model®] VR_EX(0.95¢} 0.99)3= VR _RE(0.373 0.20)®.t} €53 =7
LbelE wbE ) Global modelell 4= VR _RE(0.959} 0.91)7} VR_EX(0.603} 0.65)X%.
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A HE Y o= Griffin(2001)9] A2 3tet G ts] dAskar ik
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Level 3: FTSE Economic Groups

Level 4: FTSE Industrial Sectors

1) Resources

2) Basic Industries

3) General Industrials

4) Cyclical Consumer Goods

5) Non-Cyclical Consumer Goods

6) Cyclical Services

7) Non-Cyclical Services
8) Utilities
9) Information Technology

10) Financials

Mining
Oil & Gas

Chemicals

Construction & Building Materials
Forestry & Paper

Steel & Other Metals

Aerospace & Defense

Diversified Industrials

Electronic & Electrical Equipment
Engineering & Machinery

Automobiles & Parts
Household Goods & Textiles

Beverages

Food Products & Processors

Health

Personal Care & Household Products
Pharmaceuticals & Biotechnology
Tobacco

Retailers, General
Leisure & Hotels
Media & Entertainment
Support Services
Transport

Food & Drug Retailers
Telecom Services

Electricity
Utilities, Other

Information Technology Hardware
Software & Computer Services

Banks

Insurance

Life Insurance

Real Estate

Specialty & Other Finance
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<t 1> 7 49 2 A9 ds
o 7)o A= 1975 H-E 200337F4] 2} ALEE B =FoA] ALEslal Qe Fio &3 T4 2 =04 Datastream Database<}t
Worldscope Database®l| 4] §Alo] AABE A|Fsl= FAE FolA Ao 1271 o] FA5IE 57 EAsta, 74 79 F im:\/o: FFE FAETS xEoRE A9}
$1t}. Panel Aol 4]+= FTSE Global Classification System2] Level 3¢ a9 %= 107] Abdel dish A F244¢ £XE Yepll Wﬂ Panel Bol|l A= ¥ ol Z3H 467)=5227] A
=3t 2470 A&l digh A FA5 225 Yehdal gk

<Panel A> 7} A o] Amd F214 FF

Industry Total 1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
Resources 1,246 226 261 265 270 281 305 333 348 372 393 415 444 476 568 616 711 727 761 833 883 939 999 1,060 1,076 1,098 1,106 1,114 1,117 1,099
Wﬂ%ﬁom 3,161 735 757 764 769 779 787 800 819 846 940 962 1,064 1,166 1,467 1,643 1,831 1,915 2,025 2,188 2,357 2,486 2,639 2,770 2,847 2,902 2931 2,957 2,969 2933
MMNMM_N% 3,545 826 856 865 883 902 932 976 1,019 1,087 1,166 1,217 1,346 1441 1,739 1,901 2,074 2,143 2,234 2360 2,488 2,608 2,762 2923 3,015 3,078 3,102 3,105 3,107 3,054
MWM_MMMQ 2,203 461 473 477 482 483 490 497 508 539 610 631 695 774 971 1,108 1,223 1,295 1,380 1,485 1,602 1,675 1,784 1,887 1,962 2,021 2,049 2,035 2,032 1,998
Non-Cyclical

Consumer 3,098 442 449 458 464 476 491 510 533 591 674 704 822 915 1,105 1,228 1,374 1,500 1,630 1,767 1,919 2,043 2,248 2412 2,537 2,630 2,749 2,785 2,791 2,738
MM\MHM 4737 676 700 711 721 739 773 815 857 953 1,044 1,113 1,265 1,406 1,635 1,843 2,006 2,120 2274 2,490 2,738 2956 3,270 3,566 3,779 4,004 4,147 4,150 4,151 4,053
Non-Cyclical

Services 740 113 118 119 120 121 122 125 128 145 153 158 170 193 223 242 268 292 315 344 383 414 483 535 565 612 641 632 627 602
Utilities 590 221 223 223 225 225 227 231 233 238 239 241 254 266 286 322 349 359 376 392 413 433 456 480 491 503 508 487 487 479
Information

Technology 2,861 98 103 103 106 113 122 149 163 217 249 278 325 369 433 495 553 619 683 795 910 1,070 1,311 1,560 1,775 2,189 2,551 2,574 2,545 2,463
Financials 4319 661 683 693 706 711 740 763 798 881 962 1,045 1,272 1,509 1,749 1,962 2,167 2,287 2441 2,632 2,828 3,008 3,238 3437 3,643 3,763 3,770 3,738 3,692 3,609

Grand Total 26,500 4,459 4,623 4,678 4,746 4,830 4,989 5,199 5406 5869 6,430 6,764 7,657 8,515 10,176 11,360 12,556 13,257 14,119 15,286 16,521 17,632 19,190 20,630 21,690 22,800 23,554 23,577 23,518 23,028
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<Panel B> 7} =719 A= FA5 &3

Country Total 1975 1976 1977 1978 1979 1980 1931 1982 1983 1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003
ARZF AZF@2N=)

Australia 520 101 104 104 104 106 108 111 112 114 123 125 130 138 207 259 279 294 313 333 361 376 422 443 462 487 503 512 520 520
Austria 128 31 31 31 31 31 31 32 32 32 33 35 43 49 52 59 70 75 8 90 97 104 106 109 112 116 123 128 128 128
Belgium 157 20 29 29 29 29 29 31 3 32 32 3 75 79 8 8 8 8 8 8 9 9 98 111 120 150 154 157 157 157
Canada 1,125 86 185 187 190 200 213 233 245 277 300 320 377 412 490 526 583 607 641 722 772 814 879 943 996 1,043 1,088 1,100 1,125 1,125
Denmark 258 34 34 34 34 35 35 35 38 39 40 43 44 44 151 165 170 202 207 208 212 222 229 233 243 249 255 258 258 258
Finland 171 4 20 4 49 52 56 59 9 97 109 121 133 155 168 171 171 171
France 1220 120 122 123 126 126 132 135 136 137 141 143 147 166 214 475 547 560 573 588 638 663 733 809 932 1,026 1,143 1,196 1219 1219
Germany 876 140 140 146 146 147 147 148 148 153 162 167 181 189 342 359 379 397 407 415 425 444 457 488 559 722 854 872 876 876
Hong Kong 132 45 45 45 45 45 46 50 51 54 55 57 60 64 97 97 97 100 106 111 113 114 123 126 126 127 130 131 132 132
Ireland 67 26 26 26 26 26 26 27 29 29 29 30 34 37 43 47 48 50 S50 S50 52 52 53 57T 60 64 66 67 67 67
Ttaly 382 78 78 78 78 78 78 78 78 78 79 80 159 183 197 204 219 222 224 225 233 246 257 271 287 314 357 374 381 381
Japan 2,846 797 810 826 835 858 870 878 920 930 931 934 934 1060 1,600 1833 1974 2,056 2,096 2,160 2,247 2334 2403 2468 2514 2571 2,691 2,774 2,827 2812
Luxembourg 28 3 19 19 20 20 20 23 25 26 28 28 28 27
Netherlands 266 103 103 105 107 107 107 107 114 115 120 128 146 159 165 173 177 182 185 186 190 197 203 217 238 256 264 265 266 266
New Zealand 80 8 14 35 36 37 38 44 52 57T 59 65 67 68 71 73 79 8 80
Norway 252 5 5 5 5 S 31 39 41 49 53 59 64 65 66 72 8 90 103 115 130 146 166 208 231 235 245 250 252 252
Singapore 65 15 15 15 15 16 17 18 18 8 90 90 90 100 106 112 122 126 133 143 147 149 154 160 161 163 165 164 163 163
Spain 192 9 6 70 109 116 122 130 138 142 142 148 159 171 181 186 191 192 192
Sweden 412 25 30 35 37 43 49 81 124 133 140 147 157 184 200 223 288 324 360 395 408 412 412
Switzerland 250 47 47 47 47 47 48 48 50 54 55 60 84 106 118 134 157 161 162 168 172 181 194 204 220 235 249 256 259 259
U.K. 2271 755 760 766 778 787 795 821 847 892 948 1,015 1,103 1,196 1304 1375 1412 1433 1463 1,532 1,634 1,738 1,881 1996 2,062 2,112 2212 2243 2271 2271
U.S.A. 9,720 1,098 2,036 2,057 2,095 2,130 2216 2347 2418 2,698 2,839 3,029 3350 3,580 3,662 3,698 3,784 3994 4323 4815 5242 5729 6396 6948 7265 7,587 7,455 7,092 6795 6378
Total 21,507 4410 4,570 4,624 4,691 4,773 4929 5,138 5342 5,98 6,065 6387 7,081 7,757 9,109 9,980 10,519 10,989 11,553 12,374 13,250 14,118 15,319 16,449 17,318 18,250 18,804 18,716 18,579 18,146
TEF AF el

Argentina 76 W 1 12 14 24 58 6 6 6 70 71 74 76 16 76 76
Brazil 50 14 15 16 17 20 21 32 39 4 47 48 49 50 50
Chile 93 s9 6 72 76 79 8 8 8 9l 93 93 93 93 93 9
China 720 8 32 93 150 163 286 422 487 551 634 675 720 720
Columbia 25 17 18 20 20 20 22 23 23 24 24 25 25
Crech 68 29 43 67 67 68 68 68 68 68 68 68
Greece 327 72 73 9 109 111 119 159 175 193 204 225 258 306 322 327 327
Hungary 40 10 12 16 22 25 27 32 35 40 40 40 40 40
India 313 2 2 204 211 230 248 269 281 28 300 301 302 307 309 313 313
Tndonesia 268 100 117 130 147 187 206 217 238 239 241 250 260 256 237
Israel 79 4 14 15 16 17 19 22 45 46 48 51 52 73 76 78 719 79 79
SouthKorea 767 2 2 2 3286 296 311 343 426 514 545 561 565 576 607 635 687 71l 715 734 739 751 757 742
Malaysia 477 4 4 4 4 5 5 5 8 14 24 26 192 205 213 223 255 283 319 343 375 406 446 460 464 468 472 472 470 452
Mexico 111 24 30 34 46 61 8 93 93 99 106 107 108 109 110 111 111
Parkistan 65 7 51 57T 64 64 64 65 65 65 65 65 65 65
Peru 4 12 26 35 40 42 43 43 43 43 43 43 43 M
Philippines 53 1 1 1 1 1 1 1 1 1 1 1 5 S 20 29 33 41 43 44 48 49 51 52 52 52 52 53 53
Poland 69 4 6 9 11 18 28 48 54 61 69 69 69
Portugal 122 52 64 71 76 84 92 98 104 105 111 116 118 122 122 122 122
Russia 33 6 20 28 29 28 27 28 29 27
South Africa 343 45 48 49 50 51 52 53 53 53 54 54 S8 64 65 69 250 258 267 273 281 292 314 324 333 336 338 341 343 343
Sri Lanka 16 9 10 10 10 11 12 15 16 16 16 16 16 16 16 16 16 16
Taiwan 427 30 52 135 150 170 198 218 240 264 293 314 341 369 396 411 427 427
Thailand 388 88 120 152 185 236 268 305 342 368 385 38 386 38 386 386 387 385
Total 7973 49 53 54 55 57 60 61 64 71 365 377 576 758 1067 1380 2,037 2268 2,566 2,912 3271 3514 3871 4,181 4372 4550 4,750 4861 4939 4,882

Grand Total 26,500 4,459 4,623 4,678 4,746 4,830 4,989 5,199 5406 5869 6,430 6,764 7,657 8,515 10,176 11,360 12,556 13,257 14,119 15,286 16,521 17,632 19,190 20,630 21,690 22,800 23,554 23,577 23,518 23,028
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<E 2> 7} F9 AHE FAF L AUEShF £
o7l A= 2003 1295 7o 2 7 b 107 Ak S5 9 AR BF (%)) EEES YER
At ojul, Al7FENL Har FHE FAEH Yx AVFEdelH, FAEo|Y AVFEY FRI) §lv BEAE
FEAA A LA AT Panel Al A = 7F 3ro] 2k F2414 BEE YER L 9ow, Panel Bl A= A #3
o] AZFEH tig ZF aro] AE AZEN v)FS YER A itk Panel BollA] -t BAIE ST AR
oz ¥y F2o] sym gles WER AL, ‘00002 T G Al7FEY BlFo] 0.005% WIS on

3.

r K

O

F

<Panel A>2003\d 12¢¥ 7|F 7} =79 4§ F245 X

R Bl Gl CCG NCCG Cs NCS U IT F  Total
Developed countries
Australia 56 40 29 21 59 70 7 6 5 67 360
Austria 4 26 21 12 16 7 2 3 5 22 118
Belgium 4 27 18 13 23 14 3 4 11 33 150
Canada 269 93 78 38 78 121 35 19 65 101 897
Denmark 0 44 32 27 27 29 3 1 14 70 247
Finland 1 19 31 14 15 31 11 2 17 16 157
France 18 100 152 111 146 230 25 9 159 177 1,127
Germany 1 90 121 79 89 103 15 28 121 102 749
Hong Kong 1 3 12 3 0 14 4 4 0 27 68
Ireland 0 9 1 2 14 8 1 0 4 13 52
Italy 4 31 39 35 19 49 9 16 23 93 318
Japan 31 496 488 278 257 437 66 22 215 242 2,532
Luxembourg 2 1 1 0 3 4 1 2 0 10 24
Netherlands 6 27 37 27 24 44 11 0 28 32 236
New Zealand 2 8 5 5 13 17 2 7 0 5 64
Norway 20 16 24 9 9 62 3 3 21 40 207
Singapore 0 2 13 5 7 17 2 0 4 20 70
Spain 4 37 8 11 23 26 6 17 3 46 181
Sweden 8 35 63 24 38 66 6 3 48 46 337
Switzerland 2 30 64 6 34 35 6 12 13 52 254
U. K. 55 167 185 110 154 520 38 44 96 265 1,634
U.S. A 195 256 535 259 689 793 135 118 710 1,003 4,693
Total 683 1557 1,957 1089 1737 2,697 391 320 1562 2,482 14475
Developing countries
Argentina 2 8 1 3 9 0 2 2 0 5 32
Brazil 0 9 8 1 4 4 0 10 0 6 42
Chile 3 13 7 0 8 13 5 7 0 7 63
China 4 40 40 28 32 22 1 10 12 5 194
Columbia 0 6 0 0 4 1 1 1 0 4 17
Czech 6 18 6 1 10 2 2 12 1 5 63
Greece 4 77 11 51 49 47 7 2 23 33 304
Hungary 1 4 4 3 6 5 2 7 1 2 35
India 8 57 45 21 43 13 3 10 23 17 240
Indonesia 2 7 2 7 13 4 4 0 0 5 44
Israel 2 13 22 3 7 4 4 0 5 13 73
South Korea 11 137 104 94 80 47 5 10 12 58 558
Malaysia 4 16 11 8 25 14 3 4 3 18 106
Mexico 3 11 4 1 16 15 4 0 0 6 60
Pakistan 4 9 3 6 8 0 0 0 0 0 30
Peru 4 0 0 0 0 0 0 0 0 3 7
Philippines 0 0 0 0 1 1 2 0 0 10 14
Poland 1 14 5 8 9 3 2 2 5 12 61
Portugal 0 22 12 5 12 24 7 1 4 25 112
Russia 7 3 0 2 2 1 2 1 1 1 20
South Africa 48 21 20 7 21 35 5 0 3 40 200
Sri Lanka 0 0 3 2 0 0 0 0 0 4 9
Taiwan 0 7 26 15 2 5 1 0 43 3 102
Thailand 3 20 6 15 21 14 3 2 4 20 108
Total 117 512 340 281 382 274 65 81 140 302 2,494

Grand Total 800 2,069 2,297 1370 2119 2971 456 401 1,702 2,784 16,969
* R=Resources, Bl=Basic Industries, Gl=General Industrials, CCG=Cyclical Consumer Goods, NCCG=Non-Cyclical
Consumer Goods, CS=Cyclical Service, NCS=Non-Cyclical Service, U=Urtilities, IT=Information Technology, F=Financials.
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<Panel B>2003 12€9% 7|5 7} =2 A AZEEAHIS BE (%)

R BI Gl CC NcCC CS NCS U IT F  Total
Developed countries
Australia 0.36 0.12 0.08 0.02 0.14 0.30 0.22 0.02 0.00 0.72 1.99
Austria 0.01 0.03 0.01 0.00 0.02 0.01 0.02 0.01 0.00 0.06 0.19
Belgium 0.00 0.05 0.01 0.00 0.05 0.01 0.04 0.06 0.00 0.33 0.56
Canada 0.96 0.31 0.23 0.06 0.21 0.33 0.29 0.09 0.17 0.91 3.56
Denmark - 0.04 0.02 0.01 0.10 0.11 0.03 0.01 0.01 0.16 0.48
Finland 0.02 0.11 0.04 0.01 0.03 0.03 0.06 0.03 0.16 0.05 0.54
France 0.67 0.41 0.35 0.44 1.42 0.61 0.73 0.08 0.30 1.35 6.37
Germany 0.00 0.39 0.49 0.45 0.31 0.20 0.33 0.36 0.31 0.95 3.79
Hong Kong 0.05 0.02 0.21 0.03 - 0.11 0.31 0.11 - 0.45 1.29
Ireland - 0.06 0.00 0.00 0.04 0.03 0.00 - 0.00 0.15 0.28
Italy 0.27 0.05 0.07 0.08 0.03 0.16 0.60 0.27 0.03 0.96 2.52
Japan 0.11 1.16 1.59 1.49 0.93 1.27 0.95 0.40 0.94 2.67 1151
Luxembourg 0.02 0.00 0.01 - 0.00 0.05 0.00 0.00 - 0.04 0.12
Netherlands 0.38 0.09 0.15 0.07 0.26 0.20 0.14 - 0.08 0.48 1.86
New Zealand 0.01 0.02 0.01 0.01 0.01 0.03 0.02 0.02 - 0.01 0.14
Norway 0.17 0.02 0.02 0.00 0.02 0.05 0.05 0.00 0.01 0.08 0.43
Singapore - 0.00 0.05 0.01 0.02 0.10 0.07 - 0.01 0.17 0.43
Spain 0.11 0.16 0.02 0.01 0.06 0.18 0.42 0.27 0.02 0.66 1.91
Sweden 0.01 0.11 0.15 0.06 0.08 0.12 0.12 0.02 0.12 0.22 1.00
Switzerland 0.00 0.03 0.05 0.01 0.27 0.04 0.01 0.04 0.02 0.49 0.95
U. K. 1.37 0.46 0.36 0.16 2.17 1.65 1.26 0.52 0.16 233 10.44
U.S. A 2.56 1.51 3.45 1.01 8.83 6.94 1.70 1.28 6.99 9.41 43.68
Total 7.09 5.13 7.40 3.96 1499 1254 7.37 3.59 9.33  22.66  94.06
Developing countries
Argentina 0.06 0.02 0.00 0.00 0.00 - 0.01 0.00 - 0.01 0.10
Brazil - 0.02 0.00 0.00 0.01 0.00 - 0.02 - 0.01 0.06
Chile 0.03 0.02 0.02 - 0.01 0.03 0.02 0.01 - 0.01 0.16
China 0.01 0.03 0.04 0.05 0.03 0.04 0.00 0.03 0.02 0.04 0.29
Columbia - 0.01 - - 0.01 0.00 0.00 0.00 - 0.01 0.02
Czech 0.00 0.00 0.00 0.00 0.01 0.00 0.01 0.01 0.00 0.02 0.06
Greece 0.01 0.05 0.00 0.01 0.03 0.05 0.05 0.02 0.01 0.14 0.39
Hungary 0.01 0.00 0.00 0.00 0.01 0.00 0.01 0.00 0.00 0.01 0.06
India 0.15 0.15 0.08 0.03 0.10 0.02 0.01 0.03 0.09 0.09 0.75
Indonesia 0.01 0.00 0.00 0.00 0.00 0.00 0.01 - - 0.00 0.02
Israel 0.00 0.03 0.03 0.00 0.06 0.00 0.01 - 0.00 0.04 0.19
South Korea 0.04 0.12 0.09 0.11 0.05 0.05 0.08 0.05 0.22 0.19 0.99
Malaysia 0.00 0.02 0.02 0.01 0.05 0.06 0.04 0.05 0.00 0.07 0.33
Mexico 0.02 0.02 0.02 0.00 0.05 0.08 0.06 - - 0.02 0.27
Pakistan 0.01 0.01 0.00 0.00 0.00 - - - - - 0.02
Peru 0.00 - - - - - - - - 0.00 0.01
Philippines - - - - 0.00 0.00 0.02 - - 0.01 0.03
Poland 0.01 0.01 0.00 0.00 0.01 0.00 0.02 0.00 0.00 0.05 0.12
Portugal - 0.03 0.00 0.00 0.01 0.02 0.07 0.03 0.00 0.13 0.29
Russia 0.21 0.06 - 0.00 0.01 0.00 0.01 0.00 0.01 0.02 0.31
South Africa 0.30 0.04 0.04 0.00 0.04 0.06 0.03 - 0.00 0.16 0.69
Sri Lanka - - 0.00 0.00 - - - - - 0.00 0.00
Taiwan - 0.09 0.07 0.04 0.00 0.01 0.05 - 0.32 0.04 0.62
Thailand 0.02 0.05 0.00 0.00 0.01 0.01 0.02 0.00 0.00 0.05 0.17
Total 0.89 0.80 0.44 0.27 0.49 0.45 0.54 0.25 0.69 1.13 5.94
Grand Total 7.98 5.92 7.83 424 1548 12.99 7.91 3.84 10.03 23.78 100.00
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<Panel A> 7} Ahgie] AW FojEo it 7= SAF

Monthly return Avg. 71718 Average Cross-Correlation

Industry Mean Std. Cross | 7502~ 8001~ 8501~ 90.01~ 9501~  00.01~

Dev. -Corr. | 7912 84.12 89.12 94.12 99.12 03.12
Equal-weighted returns
Resources 1215 5329 | 0.633 | 0.651 0.693 0.656 0.562 0.642  0.699
Basic Industries 1.206 4202 | 0.803 | 0.839 0.857 0.842 0.832 0.746  0.803
General Industrials 1306 4445 | 0.852 | 0.876 0.880 0.881 0.852 0.809 0.851
Cyclical Consumer Goods 1278 4073 | 0.822 | 0.827 0.866 0.872 0839 0760 0.824
Non-Cyclical Consumer Goods 1.445 3.833 0.841 0.849 0.878 0.896 0.812 0.825 0.813
Cyclical Services 1423 4110 | 0.858 | 0.864 0.884 0.891 0877 0827 0.860
Non-Cyclical Services 1462 4250 | 0.797 | 0.863 0.845 0.869 0838 0.753  0.759
Utilities 1300 2.748 | 0.634 | 0.656 0.662 0.656 0.682 0504 0.651
Information Technology 1.720 7.068 0.711 0.822 0.785 0.797 0.740 0.645 0.706
Financials 1358 3313 | 0.820 | 0.848 0.862 0.872 0.849 0.758 0.796
Value-weighted returns
Resources 1124 4914 | 0530 | 0.545 0537 0551 0629 0516 0.595
Basic Industries 0.865 4765 | 0.726 | 0.748 0.776 0.720 0.847 0.656  0.691
General Industrials 1.003 4.684 | 0.762 | 0.810 0.783 0.733 0.863 0.731  0.716
Cyclical Consumer Goods 0952 4561 | 0.706 | 0.674 0707 0702 0.822 0.702 0.667
Non-Cyclical Consumer Goods 1.166 3.811 0.656 0.773 0.750 0.716 0.732 0.574 0.449
Cyclical Services 1.048 4394 | 0.750 | 0.770 0.761 0.730 0.857 0.719  0.709
Non-Cyclical Services 0950 4258 | 0.600 | 0.662  0.542 0.607 0.810 0560 0.528
Utilities 1.049 3792 | 0521 | 0.615 0591 0328 0.783 0430 0.506
Information Technology 1.154 6.753 0.579 0.694 0.692 0.604 0.762 0.542 0.533
Financials 1130 4678 | 0.697 | 0.760 0.694 0.636 0.818 0687 0.701
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Starting

Monthly return

Average Cross-Correlations

71738 Average Cross-Correlations

Country Std. Develo Develo . 75.02~ 80.01~ 85.01~ 90.01~ 95.01~ 00.01~
Month - Mean o | Al Ty ping USA B0 Asia Others| o) Tor 1y g912 9412 9912 0312

Developed countries
Australia 197502 1.352 5.699 | 0.309 0.375 0.251 0.423 0.322 0.260 0.332| 0.279 0.331 0.223 0.288 0.304 0.494
Austria 197502 0.840 4.941 | 0.246 0.359 0.146 0.094 0.379 0.132 0.129| 0.369 0.367 0.161 0.256 0.224 0.413
Belgium 197502 1.024 4591 | 0.328 0.481 0.194 0.266 0.484 0.176 0.205| 0.437 0.312 0.342 0.390 0.223 0.521
Canada 197502 1.090 4.823 | 0.345 0.408 0.289 0.761 0.367 0.272 0.348| 0.261 0.408 0.282 0.272 0.404 0.511
Denmark 197502 1.177 4558 | 0.277 0.413 0.157 0.203 0.442 0.125 0.136| 0.400 0.369 0.241 0.298 0.200 0.503
Finland 198804 0.839 5.608 | 0.328 0.452 0.219 0.380 0.453 0.177 0.256 - - 0.190 0.312 0.350 0.527
France 197502 1.345 5.817 | 0.341 0.469 0.230 0.367 0.483 0.195 0.230 | 0.345 0.366 0.298 0.396 0.301 0.568
Germany 197502 0.804 4.820 | 0.347 0.492 0.220 0.332 0.492 0.212 0.220| 0.415 0.392 0.321 0.309 0.304 0.537
Hong Kong 197502 1.888 8.267 | 0.304 0.339 0.273 0.393 0.291 0.327 0.294| 0.310 0.241 0.256 0.306 0.333 0.458
Ireland 197502 1.536 5.412 | 0.345 0.485 0.222 0.370 0.484 0.192 0.248| 0.344 0.421 0.319 0.348 0.335 0.549
Italy 197502 0.872 6.330 | 0.276 0.388 0.177 0.264 0.396 0.150 0.188| 0.302 0.326 0.204 0.248 0.281 0.520
Japan 197502 1.190 6.723 | 0.225 0.336 0.127 0.216 0.292 0.166 0.147| 0.358 0.362 0.243 0.236 0.144 0.314
Luxembourg 199202 0.782 3.541 | 0.398 0.527 0.285 0.477 0.506 0.248 0.359 - - - 0.333 0.356 0.536
Netherlands 197502 1.113 4.789 | 0.369 0.523 0.234 0.408 0.528 0.208 0.239| 0.430 0.371 0.328 0.358 0.378 0.564
New Zealand 198602 1.545 5.815 | 0.259 0.322 0.204 0.277 0.281 0.218 0.264| - - 0.107 0.257 0.258 0.430
Norway 197502 1.286 5.809 | 0.297 0.396 0.210 0.311 0.418 0.177 0.195| 0.173 0.315 0.260 0.295 0.325 0.526
Singapore 197502 1.157 7.108 | 0.319 0.347 0.294 0.456 0.293 0.373 0.297 | 0.426 0.335 0.174 0.348 0.355 0.398
Spain 198602 1.317 6.561 | 0.338 0.509 0.190 0.430 0.485 0.173 0.236| - - 0.318 0.359 0.273 0.521
Sweden 198202 1.215 5934 | 0.341 0.467 0231 0441 0465 0191 0.267| - 0.283 0.284 0.329 0.305 0.536
Switzerland 197502 0.955 4.470 | 0.358 0.519 0.217 0.348 0.514 0.201 0.234 | 0.432 0.467 0.354 0.377 0.302 0.512
U. K. 197502 1.414 5370 | 0.334 0.474 0212 0.384 0.450 0.208 0.250| 0.383 0.427 0.323 0.366 0.292 0.552
U.S. A 197502 1.553 5.178 | 0.314 0.362 0.272 1.000 0.329 0.265 0.346| 0.213 0.355 0.232 0.240 0.369 0.493

Developing countries
Argentina 198802 3.185 21.351 | 0.107 0.073 0.139 0.126 0.106 0.065 0.166| - - -0.106 0.111 0.306 0.173
Brazil 199408 1.677 10.195 | 0.234 0.239 0.230 0.331 0.225 0.177 0.328| - - - 0.340 0.210 0.308
Chile 198908 1.649 5.278 | 0.257 0.229 0.284 0.409 0.231 0.245 0.321 - - -0484 0.121 0.328 0.461
China 199109 1.004 11.526 |-0.022 -0.023 -0.020 -0.015 -0.026 -0.009 -0.028 | - - - -0.054 0.036 -0.031
Columbia 199202 0.234 6.857 | 0.181 0.204 0.159 0.185 0.211 0.131 0.179| - - - 0.176 0.141 0.245
Czech 199312 0.991 7.345 | 0.265 0.315 0.217 0.206 0.334 0.172 0.245| - - - 0.417 0.215 0.330
Greece 198802 2.122 10.844 | 0.166 0.230 0.105 0.129 0.243 0.105 0.086| - - 0.209 0.231 0.100 0.235
Hungary 199107 0.725 8.851 | 0.296 0.348 0.247 0.385 0.374 0.162 0.299| - - - 0.251 0.303 0.393
India 199002 1.721 9.760 | 0.168 0.155 0.181 0.166 0.190 0.134 0.161| - - - 0.091 0.139 0.436
Indonesia 199005 -0.258 14.301 | 0.239 0.238 0.240 0.293 0.194 0.319 0.235 - - - 0.271 0.243 0.368
Israel 198602 1.621 8.214 | 0.228 0.288 0.171 0.363 0.275 0.153 0.215 - - 0.149 0.202 0.211 0.345
South Korea 198408 1.527 11.154 | 0.135 0.155 0.117 0.276 0.102 0.181 0.140 - 0.043 0.021 -0.051 0.157 0.344
Malaysia 197907 0.933 9.050 | 0.243 0.248 0.237 0.372 0.196 0.328 0.230| 0.627 0.346 0.194 0.218 0.283 0.293
Mexico 198802 1.429 7.883 | 0.228 0.209 0.245 0.416 0.183 0.228 0.316 - - -0.060 0.187 0.284 0.372
Pakistan 199102 1.162 6.613 | 0.144 0.090 0.195 0.197 0.098 0.156 0.225| - - - 0.103 0.168 0.173
Peru 199102 1.994 9556 | 0.151 0.111 0.190 0.276 0.098 0.156 0.263| - - - 0.017 0.325 0.190
Philippines 198905 0.515 6.005 | 0.243 0.259 0.228 0.288 0.196 0.299 0.275 - - -0.286 0.286 0.291 0.310
Poland 199310 0.846 7.895 | 0.337 0.385 0.290 0.537 0.345 0.296 0.352| - - - 0.247 0.334 0.387
Portugal 198802 0.473 4.929 | 0.283 0.433 0.139 0.158 0.465 0.097 0.154| - - 0.175 0.321 0.267 0.435
Russia 199510 3.478 14.135 | 0.237 0.202 0.270 0.385 0.175 0.245 0.341 - - - - 0.299 0.150
South Africa 197502 1.322 7.274 | 0.256 0.300 0.213 0.256 0.286 0.216 0.241| 0.247 0.289 0.206 0.186 0.342 0.331
Sri Lanka 198802 1.770 10.634 | 0.120 0.083 0.156 0.073 0.112 0.114 0.152| - - -0.134 0114 0.256 0.071
Taiwan 198710 1.223 12.477 | 0.185 0.206 0.164 0.336 0.181 0.192 0.170| - - 0.072 0.172 0.227 0.225
Thailand 198702 1.302 8.762 | 0.274 0.320 0.229 0.389 0.241 0.334 0.262 - - 0.250 0.212 0.316 0.359
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Developed countries
Australia 197502 1.238 6.543 |0.342 0.402 0.290 0.440 0.353 0.284 0.389 [0.230 0.401 0.225 0.309 0.401 0.507
Austria 197502 0.884 5.651 |0.279 0.357 0.211 0.163 0.376 0.181 0.214 |0.377 0.375 0.169 0.284 0.373 0.395
Belgium 197502 1.104 5.342 |0.316 0.455 0.194 0.390 0.444 0.179 0.217 |0.415 0.353 0.334 0.340 0.273 0.439
Canada 197502 0.902 5.050 {0.381 0.444 0.326 0.742 0.416 0.304 0.367 [0.276 0.433 0.277 0.318 0.479 0.518
Denmark 197502 1.073 4.748 |0.317 0.431 0.217 0.370 0.443 0.177 0.227 {0.380 0.401 0.226 0.324 0.324 0.499
Finland 198804 0.711 6.238 |0.352 0.456 0.262 0.396 0.444 0.233 0.312 - - 0.134 0.315 0.420 0.510
France 197502 1.223 6.111 |0.367 0.483 0.264 0.462 0.489 0.224 0.284 [{0.372 0.388 0.309 0.370 0.403 0.551
Germany 197502 0.948 5.528 |0.374 0.502 0.262 0.445 0.499 0.239 0.281 [0.406 0.393 0.287 0.326 0.411 0.562
Hong Kong 197502 1.827 8.913 |0.326 0.370 0.287 0.398 0.327 0.326 0.314 |0.358 0.237 0.291 0.332 0.366 0.471
Ireland 197502 1.561 6.607 |0.332 0.453 0.226 0.437 0.438 0.207 0.260 {0.371 0.426 0.294 0.369 0.336 0.444
Italy 197502 1.026 7.087 |0.289 0.379 0.210 0.290 0.387 0.173 0.232 {0.295 0.293 0.183 0.241 0.315 0.506
Japan 197502 0.994 6.422 |0.256 0.354 0.169 0.300 0.316 0.185 0.204 {0.402 0.367 0.208 0.244 0.263 0.341
Luxembourg 199202 0.879 5.352 |0.393 0.461 0.334 0.433 0.438 0.300 0.417 - - - 0.242 0.393 0.517
Netherlands 197502 1.283 4.932 |0.395 0.538 0.271 0.580 0.506 0.264 0.314 [0.443 0.453 0.363 0.376 0.430 0.532
New Zealand 198602 1.178 6.261 [0.290 0.355 0.234 0.271 0.323 0.223 0.310 - - 0.032 0.320 0.364 0.427
Norway 197502 1.186 7.380 |0.339 0.419 0.269 0.438 0.431 0.226 0.282 |0.193 0.433 0.279 0.293 0.390 0.533
Singapore 197502 1.020 7.170 |0.337 0.382 0.299 0.480 0.319 0.379 0.314 |0.422 0.352 0.206 0.372 0.402 0.413
Spain 198602 1.353 6.562 |{0.396 0.536 0.275 0.534 0.519 0.233 0.337 - - 0309 0.385 0.396 0.542
Sweden 198202 1.282 6.687 |0.374 0.498 0.266 0.510 0.479 0.238 0.318 - 0.353 0.287 0.352 0.389 0.505
Switzerland 197502 1.051 4.683 |0.279 0.443 0.136 0.344 0.400 0.158 0.175 |0.479 0.473 0.310 0.379 0.114 0.368
U. K. 197502 1.313 5.741 |0.350 0.479 0.237 0.483 0.452 0.224 0.284 [{0.391 0.456 0.321 0.368 0.398 0.517
U.S A 197502 1.159 4.478 |0.352 0.424 0.289 1.000 0.394 0.277 0.357 [0.274 0.383 0.267 0.286 0.436 0.505
Developing countries
Argentina 198802 3.346 20.975 |0.138 0.094 0.180 0.144 0.131 0.101 0.208 - - -0.128 0.124 0.368 0.273
Brazil 199408 1.042 12.078 |0.383 0.411 0.355 0.483 0.376 0.319 0.478 - - - 0.356 0.343 0.464
Chile 198908 1.572 6.916 |0.293 0.261 0.323 0.385 0.258 0.291 0.369 - - -0.260 0.160 0.394 0.454
China 199109 0.569 11.766 |-0.020 -0.029 -0.012 -0.009 -0.023 -0.015 -0.022 - - - -0.069 0.015 0.005
Columbia 199202 0.407 7.870 |0.170 0.165 0.175 0.147 0.178 0.148 0.187 - - - 0139 0.161 0.239
Czech 199312 0.623 8.870 |{0.291 0.311 0.272 0.251 0.359 0.182 0.293 - - - 0.355 0.266 0.368
Greece 198802 1.551 10.450 |0.222 0.273 0.172 0.201 0.312 0.133 0.150 - - 0150 0.193 0.228 0.326
Hungary 199107 1.370 10.593 |0.332 0.366 0.300 0.452 0.401 0.199 0.348 - - - 0.233 0.367 0.416
India 199002 1.256 10.031 |{0.179 0.140 0.217 0.112 0.185 0.164 0.191 - - - 0.075 0.158 0.448
Indonesia 199005 -0.729 14.397 |0.279 0.279 0.279 0.321 0.247 0.317 0.302 - - - 0.267 0.294 0.350
Israel 198602 1.211 8.333 |0.249 0.313 0.187 0.378 0.306 0.161 0.230 - - 0136 0.267 0.262 0.328
South Korea 198408 1.181 10.824 [0.204 0.234 0.176 0.318 0.193 0.213 0.206 - 0.212 -0.005 0.127 0.232 0.433
Malaysia 197907 0.853 8.820 |0.265 0.284 0.248 0.363 0.225 0.344 0.249 |0.698 0.336 0.220 0.272 0.309 0.213
Mexico 198802 1.628 9.401 |0.286 0.291 0.280 0.474 0.266 0.266 0.342 - - -0.038 0.229 0.382 0.429
Pakistan 199102 1.011 8.554 |0.154 0.095 0.210 0.138 0.101 0.182 0.238 - - - 0.094 0.189 0.195
Peru 199102 1.023 10.763 |0.187 0.167 0.206 0.187 0.170 0.143 0.291 - - - 0103 0.320 0.249
Philippines 198905 0.542 8.706 |0.307 0.334 0.281 0.383 0.269 0.344 0.340 - - -0.326 0.300 0.381 0.319
Poland 199310 0.710 9.693 |0.328 0.352 0.306 0.426 0.356 0.269 0.338 - - - 0.268 0.328 0.379
Portugal 198802 0.449 5.929 |{0.309 0.421 0.203 0.278 0.454 0.150 0.217 - - 0129 0.345 0.319 0.450
Russia 199510 3.217 16.940 |0.290 0.274 0.305 0.415 0.232 0.282 0.409 - - - - 0.343 0.224
South Africa 197502 1.070 7.855 [0.298 0.331 0.267 0.293 0.319 0.261 0.300 |0.266 0.295 0.188 0.233 0.413 0.372
Sri Lanka 198802 1.512 11.016 |0.124 0.075 0.170 0.052 0.115 0.127 0.146 - - -0.046 0.103 0.284 0.064
Taiwan 198710 0.749 12.170 |0.233 0.253 0.213 0.327 0.218 0.245 0.241 - - 0106 0.196 0.287 0.312
Thailand 198702 1.182 10.115 |0.299 0.333 0.266 0.423 0.245 0.369 0.321 - - 0.240 0.268 0.356 0.333
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<X 4> Heston and Rouwenhorst(1994) E£-o o3 423

7)o E B oA AlgstE FE o AFHAS HAEs67] YA Heston and Rouwenhorst(1994) 9] 3 7] 7F
7 Fde 1978 FE 19921714 - 12719 gk EAAHRE AASEL At Panel A¢t Bl A= Y i
BI1Ete 1 127057 107) Ak e 9 A Ed dig 2 EAEFE AAst vk 72 w7 92 AR
o] cross-correlation2 LERH Cross-Correlation Matrixoll Al thzha Qo] #AAJE FES A7MEdez 715 Hif
gk o] Eel g cross-correlatione] iz, ool AAIE FHES TUIF FHg 7 El tgh cross-correlation
tolth. mhx19k 3 2] HR result= Heston and Rouwenhorst(1994)2] =+l AAlE A¥zkS ERR I At} Panel
Cs} DAME 72 57F 9 2k € FolEo] ofdle] A3 o] 371A 2Rl(global, country, industry effect) 2
Z BaEva pgeta, o2 9z F4ste] 4 country effect(y, )t industry effect([i’j Yo gt #4943}
2 yehz gk FolA Variance: FEE7|IECH w2ow FAIE 7} effectd] EARS 2wk, Variance
Ratiol2 7+ =7} 2 Aklo] Z3bo]E(otee] 4ollA global effectd] a & A9 = F o] ghel &
Akl i3k Z} effecte] A4S 9m| 3ttt MAD resultsell 1 MAD(Mean Absolute Deviation)= country effect®}
industry effecte] Tt &= vhe SR A Adz F@ Aol AUA(|7, | £ g, 99w A,
olZ 7 & akdHE HF3 Aoln) wixw F & C-I$} (tval)& F effectse] MAD gk 2ol Hay I
of et t-3hS VER L T

10
SpE ol Ro=a+ ) Wy B +7,
j=1

R 46
AW FolE: Ry =+ B + D V7
k=1
gAML W (Ve kFEEDAA kol AR ke HlEg ojulshs, FA7bEe] Agdle k(|

arlye] FAF) TR IR FAF wFol HaL, AN E Aol kI ATFE ] g
prlK)e) NS )Fe] Hek,
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<Panel A> 7} =7ke] 9 Foj o] g V2 EAH

Country EW Return (%) VW Return (%) Cross-Correlation Matrix ‘ Avg. Cross-Corr.
Mean  Std. Dev. Mead  Std. Dev.| Aus Bel Den Fra Ger Ita Neth Nor Spa Swe Swi U.K. | EWcase VW case
Austria 1.216 6.123 1.228 6.985 0.489 0.351 0457 0.645 0283 0422 0.308 0427 0.278 0.524 0324 | 0.444 0.410
Belgium 1.361 5.432 1.361 6.070 | 0.520 0513 0.621 0.668 0399 0.642 0388 0.699 0.460 0.643 0.468 0.565 0.544
Denmark 1.222 5.455 1.093 5.462 0.388  0.580 0.441 0.569 0.398 0.550 0372 0.586 0.406 0.568 0.458 0.482 0.474
France 1.873 7.073 1.640 7.248 0.478  0.635 0.442 0.621 0.448 0.617 0487 0.606 0.487 0.586 0.515 0.526 0.535
Germany 1.133 5.303 1.004 5966 | 0.664 0.717 0.614 0.645 0426 0.709 0.386 0.555 0474 0.772 0.474 | 0.605 0.573
Ttaly 1.523 6.944 1.518 7.628 0341 0393 0366 0456 0475 0.425 0.238 0.554 0.518 0382 0.405 0.432 0.407
Netherlands 1.340 5.432 1.404 5.150 0511 0.675 0.600 0.605 0.748 0.449 0515 0.610 0465 0.734 0.632 0.594 0.575
Norway 1.569 6.402 1.512 8.298 0332 0375 0432 0397 0408 0347 0456 0.361 0.466 0.460 0.494 0414 0.407
Spain 1.422 8.708 1.600 7.782 0443 0.729 0.545 0.587 0.632 0.528 0.668 0.443 0.574 0.598  0.597 0.591 0.561
Sweden 0.946 6.010 1.163 6.690 | 0310 0449 0314 0460 0442 0511 0545 0473  0.591 0.513  0.530 0.466 0.470
Switzerland 0.766 5.098 0.898 5460 | 0.547 0.678 0.606 0.613 0815 0454 0.756 0.424 0.682 0.515 0.564 0.607 0.577
U. K. 1.472 5.754 1471 6.128 0351 0465 0417 0468 0.500 0.436 0.520 0464 0.648 0.513  0.589 0.438 0.496
Average 1.320 6.144 1.324 6.572 0.518 0.502
HR result 1.184 6.389 1.158 6.213
<Panel B> 7} Ab¢je] A FolEo st 7|2 S A
Industry EW Return (%) VW Return (%) Cross-Correlation Matrix Avg. Cross-Corr
Mean  Std. Dev. Mead  Std. Dev. R BI GI CC NCC CS NCS U 1T F EW case VW case
Resources 1.373 5911 1.576 6.538 0.673 0.660 0.471 0.647 0.680 0.621 0.504 0.546 0.631 0.722 0.604
Basic Industries 1.417 4.898 1.205 5.407 0.737 0938 0.816 0912 0928 0.841 0.727 0.734 0.898 0.898 0.830
General Industrials 1.222 4.939 1.017 5379 | 0.744 0976 0.839 0.888 0.891 0.819 0.759 0.741  0.904 0.904 0.827
Cyclical Consumer Goods 1.390 4.813 0.937 5.795 0.690 0.965 0.967 0.736  0.703 0.682 0.756 0.500 0.838 0.884 0.705
Non-Cyclical Consumer Goods 1.508 4.222 1.525 5.058 0.727 0958 0.961  0.952 0.925 0.845 0.685 0.780 0.860 0.898 0.808
Cyclical Services 1.557 4.989 1.380 5.781 0.753 0961 0957 0944 0.927 0.866 0.644 0.800 0.839 0.885 0.808
Non-Cyclical Services 1.656 4.749 1.507 5.445 0.738 0911 0925 0.890 0.926 0.902 0.687 0.674 0.807 0.868 0.760
Utilities 1.318 4.596 1.132 5.091 0.617 0777 0.790 0.788 0.847 0.726  0.784 0.481 0.789 0.758 0.670
Information Technology 1.336 5.726 1.417 7.063 0.747 0.852 0.869 0.837 0.829 0874 0.818 0.659 0.654 | 0.810 0.657
Financials 1.349 4.543 1.202 5.193 0.741 0946 0947 0927 0953 0924 0917 0835 0.800 0.888 0.802
Average 1.413 4.939 1.290 5.675 0.851 1.413
HR result 1.237 4.883 1.061 5.035
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<Panel C> =7} 4018 B A A3}

Variance Variance Ratio 1 MAD results
pure  cumulative pure  cumulative pure  cumulative
country industry country industry country industry C-1 (t-val)
effect effect effect effect effect effect
Equal-weighted country return
Austria 27.76 0.05 1.00 0.00 3.97 0.82 314 (12.27)
Belgium 16.07 0.04 1.01 0.00 3.05 0.87 219  (11.38)
Denmark 20.64 0.03 1.00 0.00 3.37 0.72 2.65  (11.84)
France 24.44 0.01 1.00 0.00 3.49 0.85 2.64  (10.08)
Germany 11.80 0.03 0.99 0.00 2.70 0.75 195 (12.24)
Italy 30.78 0.06 0.99 0.00 4.25 0.76 349  (13.36)
Netherlands 12.71 0.02 1.00 0.00 2.76 0.81 195 (11.88)
Norway 28.38 0.23 0.98 0.01 4.02 0.96 3.06 (11.79)
Spain 35.96 0.28 1.06 0.01 4.69 0.96 3.73 (9.61)
Sweden 22.60 0.02 1.00 0.00 3.68 0.76 291  (11.00)
Switzerland 9.82 0.07 0.99 0.01 2.53 0.79 174 (12.23)
U. K. 6.49 0.01 1.00 0.00 1.99 0.77 122 (10.23)
Cross-country average 20.62 0.07 1.00 0.00 3.38 0.82 2.56
HR result 24.18 0.14 1.01 0.01
Value-weighted country return
Austria 37.36 0.33 1.00 0.01 4.45 1.48 297 (9.49)
Belgium 20.30 0.49 0.98 0.02 3.37 1.37 2.01 (8.94)
Denmark 22.65 0.56 1.03 0.03 3.71 1.25 246  (11.23)
France 24.37 0.10 0.98 0.00 3.50 1.67 1.83 (6.95)
Germany 13.80 0.53 0.95 0.04 2.85 1.36 1.49 (8.52)
Italy 40.19 0.82 1.00 0.02 4.70 1.34 336 (11.00)
Netherlands 8.30 1.95 0.86 0.20 2.33 2.16 0.17 (1.18)
Norway 40.07 4.07 0.84 0.09 4.92 2.26 2.67 (8.88)
Spain 28.26 0.63 0.95 0.02 4.07 1.42 2.66 (7.60)
Sweden 27.51 0.59 0.99 0.02 4.04 1.53 2.51 (8.69)
Switzerland 11.72 0.73 0.91 0.06 2.79 1.24 155  (10.43)
U. K. 6.88 0.08 0.93 0.01 2.01 1.66 0.35 (2.56)
Cross-country average 23.45 0.91 0.95 0.04 3.56 1.56 2.00
HR result 24.32 1.28 0.97 0.07
<Panel D> At o1& #4147
Variance Variance Ratio 1 MAD results
cumulative  pure cumulative  pure cumulative  pure
country industry country industry country industry C-l (t-val)
effect effect effect effect effect effect
Equal-weighted industry return
Resources 0.49 13.76 0.03 0.97 2.74 291 -0.17 (-0.89)
Basic Industries 0.04 0.69 0.06 1.01 2.68 0.65 2.03  (20.67)
General Industrials 0.04 0.57 0.07 0.93 2.62 0.62 200 (21.07)
Cyclical Consumer Goods 0.06 1.16 0.05 0.94 2.63 0.86 177  (17.70)
Non-Cyclical Consumer Goods 0.22 0.81 0.19 0.71 2.69 0.69 2.00 (19.04)
Cyclical Services 0.79 0.39 0.63 0.31 2.44 0.50 194  (18.83)
Non-Cyclical Services 0.53 2.45 0.19 0.87 2.77 1.24 153 (11.54)
Utilities 4.03 5.23 0.50 0.65 2.99 1.57 141 (8.90)
Information Technology 0.88 6.36 0.11 0.80 2.58 1.88 0.70 (4.10)
Financials 0.24 0.91 0.19 0.72 2.78 0.76 2.02  (19.50)
Cross-Industry average 0.73 3.23 0.20 0.79 2.69 1.17 1.52
HR result 1.08 5.43 0.19 0.91
Value-weighted industry return
Resources 1.34 16.72 0.07 0.93 2.37 3.20 -0.83 (-4.10)
Basic Industries 0.14 2.13 0.06 0.98 2.59 1.18 142  (11.19)
General Industrials 0.40 1.88 0.17 0.80 2.68 111 157 (12.89)
Cyclical Consumer Goods 3.09 5.86 0.29 0.56 291 1.90 1.01 (6.51)
Non-Cyclical Consumer Goods 0.77 2.65 0.24 0.83 2.38 1.29 1.09 (8.59)
Cyclical Services 1.46 221 0.34 0.52 2.33 1.16 1.17 (9.39)
Non-Cyclical Services 1.37 5.65 0.20 0.84 2.77 1.82 0.95 (5.61)
Utilities 7.46 6.50 0.65 0.57 3.00 1.88 112 (6.55)
Information Technology 2.81 15.41 0.13 0.73 2.43 2.96 -0.53 (-2.37)
Financials 0.81 1.94 0.28 0.67 291 111 1.80 (15.74)
Cross-Industry average 1.96 6.10 0.25 0.74 2.64 1.76 0.88
HR result 1.26 6.46 0.18 0.89
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<E 5> AA BEI|ZHAAL 7 F7F L AP country effecte} industry effect ¥4 23}
ol 7lel e AA FE7IZkel ek country effecte} industry effect 2] A3S A A5t Ut Panel A2t Boll A
7V7) FdUvE AZFEd o R Jhe Wt wUbd o B didk A 40E AAlskal =T, Euro(Asia,
Other) countries average= - (¢FAlo}, 7€l A9 w71E9] B ihs = Aow ZF Ao gk 2
<¥ 3>9 &I Tt 283 Panel CollA = AE Sl Eo o

ro
=

=

<Panel A> =U7t5 sk =78 g g A3

Variance Variance Ratio 1 MAD results

Country Country Industry Country Industry Country Industry  C-I (t-val)
Developed countries

Australia 21.40 0.52 0.94 0.02 3.49 1.27 2.23 (13.54)
Austria 26.06 0.12 0.99 0.00 3.93 0.97 297 (16.87)
Belgium 16.40 0.09 0.95 0.00 3.14 1.05 2.09 (15.45)
Canada 8.10 0.50 0.89 0.05 2.25 141 0.83 (8.12)
Denmark 19.65 0.15 0.96 0.01 3.35 091 243 (15.51)
Finland 22.46 0.07 1.02 0.00 3.59 0.94 2.64 (11.33)
France 22.63 0.03 1.01 0.00 3.47 1.03 2.43 (13.73)
Germany 16.19 0.11 0.96 0.01 3.02 1.04 1.98 (13.52)
Hong Kong 51.43 0.41 1.00 0.01 5.11 1.01 4.09 (15.13)
Ireland 18.10 0.19 0.97 0.01 3.19 0.90 229 (14.88)
Italy 31.48 0.24 0.98 0.01 4.25 0.99 3.26 (16.25)
Japan 28.97 0.08 1.01 0.00 4.16 0.92 3.24 (17.82)
Luxembourg 7.98 0.84 0.86 0.09 2.26 1.20 1.05 (6.61)
Netherlands 15.31 0.07 1.04 0.00 3.07 1.01 2.06 (15.57)
New Zealand 28.57 0.27 0.98 0.01 3.89 0.88 3.01 (11.89)
Norway 27.46 0.12 0.98 0.00 4.01 1.13 2.87 (15.68)
Singapore 33.37 0.09 1.00 0.00 4.22 0.92 3.31 (15.66)
Spain 24.39 0.80 0.96 0.03 3.62 1.12 2.50 (10.56)
Sweden 22.69 0.13 0.99 0.01 3.63 1.06 2.58 (13.05)
Switzerland 12.88 0.24 0.92 0.02 2.80 1.05 1.76 (14.10)
U. K. 16.25 0.03 1.00 0.00 3.02 0.94 2.09 (14.34)
U.S. A 7.72 0.05 0.98 0.01 2.16 1.21 0.95 (10.06)
Developing countries

Argentina 455.71 0.52 1.00 0.00 10.97 1.05 9.92 (7.39)
Brazil 93.76 0.93 1.01 0.01 6.33 1.22 511 (7.32)
Chile 26.69 0.42 0.99 0.02 3.96 1.10 2.86 (10.61)
China 144.70 0.15 1.00 0.00 9.03 0.91 8.13 (12.29)
Columbia 46.75 0.56 0.95 0.01 5.22 1.05 416 (11.13)
Czech 45.84 0.85 0.93 0.02 4.74 1.30 3.44  (7.54)
Greece 108.82 0.09 1.00 0.00 7.49 0.95 6.54 (12.53)
Hungary 62.41 0.25 0.99 0.00 5.40 0.97 443  (9.34)
India 91.34 0.07 1.00 0.00 7.17 1.10 6.07 (12.11)
Indonesia 178.03 0.41 1.00 0.00 8.10 1.00 710 (8.57)
Israel 56.75 0.05 1.01 0.00 5.60 0.98 462 (13.32)
South Korea 101.56 0.15 1.01 0.00 7.05 0.85 6.20 (13.26)
Malaysia 64.96 0.21 1.00 0.00 5.80 0.93 4.87 (14.90)
Mexico 52.83 0.16 1.00 0.00 5.28 0.84 444  (12.02)
Pakistan 47.01 0.63 0.99 0.01 5.46 1.04 442 (13.10)
Peru 84.24 1.79 0.99 0.02 6.23 1.48 476  (8.47)
Philippines 31.18 1.47 0.97 0.05 421 1.21 3.00 (10.49)
Poland 43.26 0.14 1.01 0.00 5.05 1.22 3.83 (10.20)
Portugal 21.87 0.13 0.98 0.01 3.44 0.91 2.54 (10.88)
Russia 179.90 1.32 1.03 0.01 10.22 1.90 8.32 (9.24)
South Africa 40.15 1.98 0.90 0.04 4.75 1.57 3.17 (14.45)
Sri Lanka 116.79 0.46 0.99 0.00 8.04 0.86 7.18 (12.91)
Taiwan 130.50 3.09 0.97 0.02 8.84 1.53 7.31 (13.63)
Thailand 56.45 0.16 1.00 0.00 5.69 0.95 474 (13.68)
Developed countries average 21.79 0.23 0.97 0.01 3.44 1.04 2.39
Developing countries average 95.06 0.67 0.99 0.01 6.42 1.12 5.30

Euro countries average 37.22 0.27 0.98 0.01 4.19 1.07 3.12

Asia countries average 82.79 0.57 1.00 0.01 6.38 1.02 5.36

Other countries average 85.82 0.77 0.97 0.02 5.24 1.19 4.05

All Cross-country average 60.02 0.46 0.98 0.01 4.99 1.08 3.91
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<Panel B> A7}g 0 7h 3t =7HE

2~0]=
TQ—]E

of tg 2t

Variance Variance Ratio 1 MAD results

Country Country Industry Country Industry Country Industry  C-I (t-val)
Developed countries

Australia 30.14 1.60 0.97 0.05 4.04 1.89 2.16 (10.41)
Austria 32.05 1.07 1.00 0.03 4.15 1.67 248 (11.84)
Belgium 19.57 1.53 0.94 0.07 3.36 1.68 1.69 (10.45)
Canada 11.68 0.53 0.95 0.04 2.69 1.98 0.71  (5.65)
Denmark 18.53 0.64 1.02 0.04 3.37 1.50 1.86 (12.23)
Finland 27.23 1.26 1.02 0.05 4.00 2.03 1.97  (7.41)
France 22.31 0.20 1.00 0.01 3.45 1.78 1.67  (9.33)
Germany 20.01 0.40 1.02 0.02 3.30 1.64 1.66 (10.01)
Hong Kong 64.00 0.83 1.03 0.01 5.84 1.64 421 (14.30)
Ireland 28.81 1.64 1.01 0.06 4.04 1.53 251 (12.61)
Italy 40.30 1.12 1.02 0.03 4.74 1.70 3.05 (13.44)
Japan 21.16 0.24 1.01 0.01 3.55 1.68 1.88 (11.89)
Luxembourg 21.14 1.59 1.06 0.08 3.47 1.67 181  (7.32)
Netherlands 11.50 121 0.97 0.10 2.59 1.94 0.65 (5.10)
New Zealand 35.86 0.89 0.98 0.02 4.24 1.58 2.65  (8.96)
Norway 37.18 2.39 0.92 0.06 452 2.06 2.46 (11.15)
Singapore 36.43 0.61 1.02 0.02 453 1.47 3.07 (14.03)
Spain 24.14 1.99 1.09 0.09 3.62 1.96 1.66  (7.26)
Sweden 24.72 0.93 0.96 0.04 3.82 1.94 1.89  (9.16)
Switzerland 17.86 1.86 0.98 0.10 3.32 1.60 1.72  (11.69)
uU. K. 18.14 0.34 0.96 0.02 3.04 171 1.33  (7.80)
U .S A 6.14 0.12 1.01 0.02 1.82 1.92 -0.10  (-0.95)
Developing countries

Argentina 447.16 2.48 1.01 0.01 11.65 2.02 9.64  (7.40)
Brazil 120.18 5.41 1.10 0.05 8.33 2.18 6.15  (9.43)
Chile 47.46 1.41 1.03 0.03 5.36 1.86 350  (9.95)
China 152.28 0.97 0.98 0.01 9.00 1.68 7.32 (10.21)
Columbia 63.22 2.95 0.96 0.04 6.06 1.76 430 (9.88)
Czech 70.88 1.37 1.01 0.02 5.72 2.03 3.69 (6.59)
Greece 102.93 0.64 1.01 0.01 6.83 1.70 513  (9.46)
Hungary 91.67 1.34 1.03 0.02 6.50 1.87 463  (7.89)
India 103.07 0.51 0.97 0.00 7.56 2.08 548 (10.11)
Indonesia 183.77 2.58 1.00 0.01 9.62 1.75 7.87 (10.68)
Israel 57.96 1.27 1.02 0.02 5.74 1.60 414 (11.95)
South Korea 96.55 0.39 1.00 0.00 6.78 1.91 4.87 (10.58)
Malaysia 66.74 1.19 1.02 0.02 6.13 1.63 450 (14.29)
Mexico 70.87 0.64 1.01 0.01 6.22 1.57 4.65 (10.84)
Pakistan 77.81 3.90 0.99 0.05 6.98 1.94 5.04 (11.48)
Peru 112.14 2.08 1.02 0.02 7.18 1.81 538 (8.50)
Philippines 64.16 1.75 1.03 0.03 6.20 1.73 447 (11.34)
Poland 77.86 1.19 1.03 0.02 6.66 1.85 481  (9.20)
Portugal 30.71 1.00 1.04 0.03 411 1.67 244 (8.73)
Russia 245.39 9.22 1.00 0.04 11.53 2.89 8.64  (7.97)
South Africa 48.56 4.58 0.96 0.09 5.34 2.18 3.15 (12.97)
Sri Lanka 133.75 1.24 1.02 0.01 8.36 1.27 7.09 (11.58)
Taiwan 124.56 6.09 0.99 0.05 8.34 2.39 5.94 (10.61)
Thailand 80.45 0.64 0.98 0.01 6.90 1.80 510 (12.61)
Developed countries average 25.86 1.04 1.00 0.04 3.71 1.75 1.95
Developing countries average 111.26 2.28 1.01 0.02 7.21 1.88 5.33

Euro countries average 47.31 1.55 1.00 0.04 4.63 1.82 2.81

Asia countries average 92.67 1.61 1.00 0.02 6.91 1.77 5.14

Other countries average 98.73 2.26 1.00 0.04 6.11 1.88 4.23

All Cross-country average 70.41 1.69 1.00 0.03 5.54 1.82 3.72
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<Panel C> AF¢]
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= T
Variance Variance Ratio 1 MAD results

Industry Country Industry Country Industry Country Industry  C-I (t-val)
Equal-weighted return

Resources 1.48 11.33 0.11 0.85 2.97 2.61 0.36 (2.91)
Basic Industries 1.09 0.94 0.46 0.40 3.71 0.74 2.97 (32.07)
General Industrials 0.20 0.88 0.19 0.85 3.26 0.74 252  (30.73)
Cyclical Consumer Goods 0.47 1.17 0.28 0.70 3.52 0.81 2.71  (29.03)
Non-Cyclical Consumer Goods 0.12 1.00 0.10 0.83 3.32 0.77 255 (31.37)
Cyclical Services 0.19 0.49 0.27 0.69 3.03 0.54 2.49 (32.26)
Non-Cyclical Services 0.56 2.78 0.19 0.93 297 1.22 1.75 (19.24)
Utilities 1.87 9.16 0.24 1.18 2.72 2.28 0.44  (4.03)
Information Technology 1.33 14.63 0.07 0.78 2.71 2.74 -0.03 (-0.17)
Financials 0.27 2.30 0.12 1.04 3.08 1.15 1.93 (23.44)
Cross-industry average 0.76 4.47 0.20 0.82 3.13 1.36 1.77
Value-weighted return

Resources 191 12.28 0.15 0.95 2.63 2.65 -0.02 (-0.12)
Basic Industries 0.59 4.07 0.13 0.86 3.00 1.49 151 (13.76)
General Industrials 0.21 2.36 0.08 0.94 2.77 1.18 159 (17.68)
Cyclical Consumer Goods 1.23 4.76 0.24 0.93 2.96 1.69 1.27 (12.43)
Non-Cyclical Consumer Goods 0.69 5.18 0.12 0.88 241 1.63 0.78  (6.63)
Cyclical Services 0.20 2.12 0.08 0.83 2.48 1.14 1.34 (14.49)
Non-Cyclical Services 1.02 7.91 0.13 1.02 2.52 2.13 0.38 (3.28)
Utilities 0.38 11.21 0.04 1.03 2.58 2.44 0.13  (1.00)
Information Technology 0.66 18.83 0.03 0.98 2.32 3.16 -0.84 (-4.70)
Financials 0.92 4.44 0.18 0.85 2.99 1.50 1.50 (14.31)
Cross-industry average 0.78 7.32 0.12 0.93 2.67 1.90 0.76
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#E AAEEAL dom, Panel C&F DA = A5 Al digh 4 ANE AASL it

<Panel A> A3 Ao w7pd Fo &4 ggt #4437
Variance Variance Ratio 1 MAD results

Country Country Industry Country Industry Country Industry C-l (t-val)

Equal-weighted return

Australia 21.75 0.60 0.94 0.03 3.55 1.34 221 (13.40)

Austria 26.22 0.15 0.99 0.01 3.91 1.03 2.88 (16.09)

Belgium 16.34 0.11 0.94 0.01 3.14 1.12 2.02 (14.86)

Canada 8.21 0.58 0.89 0.06 2.26 1.49 0.78 (7.44)

Denmark 19.27 0.18 0.96 0.01 3.32 0.98 2.34 (15.07)

Finland 22.11 0.07 1.02 0.00 3.55 1.03 2.52 (10.84)

France 22.39 0.03 1.01 0.00 3.44 1.09 2.34  (13.09)

Germany 16.07 0.10 0.96 0.01 2.98 1.10 1.89 (12.73)

Hong Kong 52.53 0.50 1.00 0.01 5.16 1.08 4.09 (14.83)

Ireland 17.77 0.22 0.97 0.01 3.16 0.97 2.19 (14.20)

Italy 31.27 0.29 0.98 0.01 4.23 1.06 3.17 (15.64)

Japan 28.67 0.09 1.01 0.00 4.14 0.97 3.16 (17.58)

Luxembourg 7.88 1.10 0.86 0.12 2.26 1.36 090 (5.57)

Netherlands 15.01 0.06 1.04 0.00 3.04 1.06 1.97 (14.92)

New Zealand 29.19 0.36 0.98 0.01 3.95 0.98 2.97 (11.65)

Norway 27.11 0.14 0.98 0.01 3.99 1.19 2.80 (15.37)

Singapore 34.85 0.10 1.00 0.00 4.33 0.97 3.35 (15.51)

Spain 23.13 0.91 0.95 0.04 3.52 1.23 229  (9.85)

Sweden 22.18 0.12 0.99 0.01 3.62 1.12 2.49 (12.86)

Switzerland 12.61 0.25 0.91 0.02 2.76 1.11 1.66 (13.27)

U. K. 15.90 0.04 1.00 0.00 2.98 0.99 1.99 (13.60)

U.S A 7.42 0.04 0.98 0.00 212 1.27 0.86  (9.05)

Cross-country average 21.72 0.27 \ 0.97 0.02 3.43 1.12 2.31

Value-weighted return

Australia 30.76 1.74 0.97 0.05 4.10 1.93 2.17 (10.39)

Austria 32.67 1.12 1.00 0.03 4.18 1.71 247 (11.67)

Belgium 19.74 1.58 0.94 0.08 3.38 1.71 1.67 (10.26)

Canada 12.03 0.58 0.95 0.05 2.73 2.02 071  (547)

Denmark 18.56 0.64 1.02 0.04 3.36 1.53 1.83 (11.98)

Finland 27.66 1.31 1.01 0.05 4.05 2.10 195 (7.32)

France 22.53 0.22 0.99 0.01 3.46 1.81 1.64  (9.07)

Germany 20.24 0.40 1.02 0.02 3.33 1.68 165 (9.91)

Hong Kong 64.97 0.85 1.04 0.01 5.89 1.67 422 (14.24)

Ireland 28.97 1.69 1.01 0.06 4.05 1.57 2.48 (12.36)

Italy 40.56 1.14 1.02 0.03 4,76 1.73 3.03 (13.31)

Japan 20.94 0.23 1.01 0.01 3.53 1.71 1.82 (11.64)

Luxembourg 22.03 1.71 1.06 0.08 3.57 1.72 1.85 (7.37)

Netherlands 11.56 1.31 0.97 0.11 2.60 1.98 0.62 (4.83)

New Zealand 36.55 0.97 0.99 0.03 4.28 1.64 2.63  (8.80)

Norway 37.40 257 0.92 0.06 4,54 211 242 (10.94)

Singapore 37.16 0.61 1.03 0.02 4,59 1.49 3.09 (14.02)

Spain 24.30 2.07 1.10 0.09 3.62 2.02 1.60  (6.98)

Sweden 24.59 0.96 0.96 0.04 3.82 1.99 1.84  (8.99)

Switzerland 17.97 1.89 0.98 0.10 3.32 1.63 1.69 (11.40)

U. K. 18.11 0.36 0.96 0.02 3.04 1.75 129 (7.57)

U.S A 6.20 0.12 1.01 0.02 1.81 1.96 -0.14 (-1.28)

Cross-country average 26.16 1.09 1.00 0.05 3.73 1.79 1.93
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Variance Variance Ratio 1 MAD results

Industry Country Industry Country Industry Country Industry  C-I (t-val)
Equal-weighted return

Resources 1.49 12.76 0.11 0.91 2.57 2.74 -0.17  (-1.30)
Basic Industries 1.36 1.17 0.44 0.38 3.14 0.82 232 (25.72)
General Industrials 0.21 0.94 0.19 0.88 291 0.76 215 (27.24)
Cyclical Consumer Goods 0.41 1.32 0.24 0.76 2.96 0.85 211 (24.42)
Non-Cyclical Consumer Goods 0.10 1.28 0.07 0.86 2.83 0.85 198 (24.14)
Cyclical Services 0.15 0.53 0.21 0.74 2.78 0.56 2.23  (29.09)
Non-Cyclical Services 0.49 2.99 0.16 0.96 2.70 1.27 1.43 (15.34)
Utilities 1.77 10.15 0.21 1.20 2.45 2.40 0.04  (0.38)
Information Technology 1.26 15.32 0.06 0.77 2.50 2.80 -0.30 (-1.88)
Financials 0.27 2.74 0.10 1.03 2.76 1.25 151 (17.42)
Cross-industry average 0.75 4.92 0.18 0.85 2.76 1.43 1.33
Value-weighted return

Resources 2.00 13.00 0.14 0.94 2.34 2.71 -0.37  (-2.49)
Basic Industries 0.66 4.48 0.13 0.87 2.72 1.56 1.16 (10.16)
General Industrials 0.22 2.49 0.08 0.93 2.62 1.22 141 (15.37)
Cyclical Consumer Goods 1.30 5.01 0.24 0.94 2.80 1.73 1.07 (10.38)
Non-Cyclical Consumer Goods 0.72 5.30 0.12 0.87 231 1.65 0.66  (5.50)
Cyclical Services 0.19 2.14 0.07 0.83 2.40 1.15 1.25 (13.29)
Non-Cyclical Services 0.99 8.14 0.13 1.03 2.39 2.16 023 (1.99)
Utilities 035 1161 0.03 1.03 2.42 2.49 -0.07 (-0.49)
Information Technology 0.62 19.35 0.03 0.98 2.21 3.19 -0.99 (-5.34)
Financials 0.95 4.62 0.18 0.86 2.84 1.53 1.30 (12.24)
Cross-industry average 0.80 7.62 0.12 0.93 2.51 1.94 0.57
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<Panel C> A& Al %o =71
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Variance Variance Ratio 1 MAD results

Country Country Industry Country Industry Country Industry  C-I (t-val)
Equal-weighted return

Argentina 459.05 0.24 1.00 0.00 11.43 1.18 10.25 (7.78)
Brazil 101.39 0.21 1.00 0.00 6.98 1.15 583 (8.62)
Chile 29.66 0.32 0.97 0.01 4.28 1.32 296 (11.82)
China 147.25 0.12 1.00 0.00 9.10 1.02 8.09 (12.30)
Columbia 61.23 0.52 0.98 0.01 5.76 1.20 457 (10.55)
Czech 60.09 0.21 0.97 0.00 5.67 1.20 448  (9.36)
Greece 106.71 0.06 1.00 0.00 7.44 1.15 6.28 (12.20)
Hungary 75.94 0.20 0.99 0.00 5.92 1.08 484  (9.38)
India 79.69 0.12 1.00 0.00 6.74 1.17 557 (12.22)
Indonesia 148.67 0.14 1.00 0.00 7.45 1.19 6.27  (8.43)
Israel 64.31 0.13 0.99 0.00 6.20 1.28 492 (13.81)
South Korea 72.91 0.04 1.00 0.00 5.97 1.13 485 (11.36)
Malaysia 65.70 0.08 1.00 0.00 5.72 1.20 452 (11.14)
Mexico 56.09 0.11 0.99 0.00 5.48 1.08 440 (12.11)
Pakistan 50.13 0.26 0.98 0.01 5.53 1.09 444 (12.74)
Peru 93.25 0.75 0.99 0.01 6.66 1.40 526  (9.21)
Philippines 32.72 1.80 0.99 0.05 4.19 1.44 276 (9.30)
Poland 50.51 0.20 1.01 0.00 5.51 1.26 425 (10.81)
Portugal 37.88 0.12 1.01 0.00 4.68 1.19 3.49 (12.38)
Russia 178.56 0.94 1.02 0.01 10.01 1.66 8.35 (9.07)
South Africa 31.22 0.70 0.96 0.02 4.17 1.52 2.65 (10.16)
Sri Lanka 120.19 0.64 0.99 0.01 8.15 1.30 6.85 (12.25)
Taiwan 117.24 1.70 0.97 0.01 8.01 1.61 6.40 (12.18)
Thailand 49.74 0.14 1.02 0.00 5.34 1.24 410 (12.71)
Cross-country average 95.42 0.41 0.99 0.01 6.52 1.25 5.27
Value-weighted return

Argentina 429.78 2.13 1.00 0.00 11.04 2.20 8.84  (6.88)
Brazil 105.36 2.81 1.07 0.03 7.75 1.88 587  (9.31)
Chile 36.49 1.21 1.01 0.03 4.72 2.21 251 (8.12)
China 150.11 0.99 0.98 0.01 8.94 1.63 7.31 (10.61)
Columbia 69.47 141 0.96 0.02 6.11 1.54 457  (9.68)
Czech 75.01 2.13 1.02 0.03 5.68 2.04 3.64  (6.05)
Greece 112.60 0.85 1.01 0.01 7.25 1.81 5.44  (9.73)
Hungary 88.63 2.02 0.97 0.02 6.29 1.91 439 (7.39)
India 83.70 0.64 0.97 0.01 6.71 1.98 473  (9.67)
Indonesia 156.30 1.23 1.01 0.01 8.59 1.55 7.05 (10.15)
Israel 59.29 1.33 0.98 0.02 6.07 1.66 441 (12.83)
South Korea 95.15 0.57 0.97 0.01 6.57 2.21 436 (8.45)
Malaysia 54.10 0.87 1.03 0.02 5.32 1.86 3.47  (9.51)
Mexico 63.44 1.74 0.98 0.03 5.82 1.86 3.96 (9.52)
Pakistan 70.76 2.52 0.99 0.04 6.52 1.82 470 (11.02)
Peru 114.46 3.13 1.04 0.03 7.34 2.00 533 (8.45)
Philippines 46.38 1.87 0.95 0.04 531 1.83 3.49 (10.95)
Poland 68.54 2.06 1.04 0.03 6.17 1.98 419 (8.26)
Portugal 47.26 1.29 1.01 0.03 5.19 1.87 3.32  (10.30)
Russia 224.31 6.43 1.01 0.03 10.97 2.66 8.31 (7.76)
South Africa 30.16 2.55 0.95 0.08 4.13 2.16 197  (7.13)
Sri Lanka 138.20 1.32 1.01 0.01 8.27 1.63 6.64 (10.37)
Taiwan 66.25 3.36 0.89 0.05 5.96 2.35 3.61 (8.85)
Thailand 66.96 0.75 1.00 0.01 6.27 1.97 431 (11.38)
Cross-country average 102.20 1.88 0.99 0.02 6.79 1.94 4.85
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<Panel D> A1 33+ Ao A

Solgo] g 23

Variance

Variance Ratio 1

MAD results

Industry Country Industry Country Industry Country Industry  C-I (t-val)
Equal-weighted return

Resources 8.52 9.20 0.45 0.49 5.22 2.29 2.92 (12.50)
Basic Industries 0.74 1.55 0.29 0.61 6.49 0.87 5.62 (26.45)
General Industrials 222 2.29 0.60 0.62 6.15 1.08 5.06 (22.53)
Cyclical Consumer Goods 1.80 1.70 0.47 0.44 6.42 1.03 5.39 (22.49)
Non-Cyclical Consumer Goods 0.48 1.45 0.30 0.91 6.15 0.95 5.19 (24.20)
Cyclical Services 0.90 1.24 0.41 0.56 5.86 0.88 498 (25.21)
Non-Cyclical Services 5.29 7.91 0.42 0.62 5.75 2.10 3.65 (16.83)
Utilities 14.60 15.83 0.42 0.46 6.09 2.57 3.52 (12.23)
Information Technology 8.09 16.60 0.33 0.67 6.55 3.06 3.49 (12.92)
Financials 2.19 5.15 0.30 0.71 5.94 1.63 431 (22.43)
Cross-industry average 4.48 6.29 0.40 0.61 6.06 1.65 441
Value-weighted return

Resources 15.42 13.42 0.58 0.50 5.08 2.87 221 (8.82)
Basic Industries 3.32 3.99 0.45 0.54 6.15 1.47 468 (20.19)
General Industrials 4.54 3.38 0.62 0.46 5.74 1.39 435 (22.36)
Cyclical Consumer Goods 5.87 6.70 0.45 0.52 6.16 1.86 4.30 (18.14)
Non-Cyclical Consumer Goods 4.62 3.75 0.62 0.51 5.74 151 422 (24.50)
Cyclical Services 5.17 3.59 0.65 0.45 5.29 1.39 3.90 (22.40)
Non-Cyclical Services 13.96 15.55 0.49 0.55 5.67 2.82 2.85 (11.50)
Utilities 15.38 16.13 0.45 0.48 6.02 2.99 3.03 (11.30)
Information Technology 13.31 31.33 0.29 0.68 5.74 4.32 142  (4.09)
Financials 3.59 6.35 0.30 0.52 5.74 1.74 4.00 (18.46)
Cross-industry average 8.52 10.42 0.49 0.52 5.73 2.24 3.50
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<Panel A> XA E&7|7Te] g A3 (1975.02 ~ 2003.12)

Equal-weighted return Value-weighted return
Zh FEe] AR 7t R AAAA
T3 AA 7502 80.01 8501 90.01 9501 00.01 75.02 80.01 85.01 90.01 95.01 00.01
1979.12 0.41 0.87
(-17.09) (-1.57)
1984.12 0.45 0.50 0.95 1.02
(-25.54) (-20.54) (-0.94) (0.35)
1989.12 0.41 0.42 0.33 0.86 0.85 0.68
(-33.49) (-29.29) (-23.86) (-3.43) (-3.16) (-5.89)
1994.12 0.36 0.35 0.27 0.21 0.75 0.71 0.56 0.43
(-43.91) (-42.15) (-46.10) (-81.20) (-7.43) (-8.15) (-13.81) (-21.03)
1999.12 0.35 0.34 0.29 0.27 0.33 0.76 0.73 0.63 0.61 0.78
(-49.61) (-48.08) (-49.33) (-45.24) (-23.16) (-7.95) (-8.39) (-11.04) (-9.35) (-2.95)
2003.12 0.39 0.39 0.36 0.37 0.46 0.63 0.86 0.85 0.81 0.85 1.09 1.47

(-43.68) (-40.18) (-36.26) (-28.96) (-17.92) (-7.85)  (-4.07) (-3.75) (-4.21) (-2.51) (1.13) (3.42)

<Panel B> %= Al el ofdk 23 (1975.02 ~ 2003.12)

Equal-weighted return Value-weighted return
7t v o ARAR 7t 2o AAAA
FTEA % 7502 80.01 8501 90.01 95.01 00.01 75.02 80.01 85.01 90.01 9501 00.01
1979.12 0.41 0.92
(-17.22) (-0.92)
1984.12 047 0.52 1.00 1.09
(-23.90) (-17.43) (0.07) (1.15)
1989.12  0.44 0.45 0.38 0.91 0.91 0.73
(-30.79) (-25.58) (-20.20) (-1.97) (-1.79) (-4.76)
1994.12 0.40 0.40 0.33 0.29 0.81 0.78 0.62 0.51
(-39.99) (-36.52) (-36.50) (-39.21) (-5.17) (-5.79) (-10.81) (-13.35)
1999.12 0.43 0.43 0.40 0.42 0.54 0.84 0.82 0.73 0.73 0.95
(-32.18) (-27.69) (-23.47) (-16.73) (-7.19) (-4.73) (-4.96) (-6.95) (-5.28) (-0.61)
2003.12 0.50 0.52 0.52 0.56 0.72 0.93 0.97 0.98 0.95 1.03 1.32 1.78

(-23.66) (-19.79) (-16.14) (-11.30) (-5.26) (-0.85)  (-0.74) (-0.43) (-0.88) (0.40) (3.11) (4.30)

<Panel C> 41355 A% o] ofgh Z ¥ (1988.01 ~ 2003.12)

Equal-weighted return Value-weighted return
ZF FEo AHAA 7t o] AAAIA
TIAA 88.01 90.01 95.01 00.01 88.01 90.01 95.01 00.01
1989.12 0.31 0.55
(-18.60) (-4.84)
1994.12 0.24 0.21 0.40 0.34
(-53.60) (-68.75) (-16.54) (-20.55)
1999.12 0.22 0.21 0.21 0.39 0.36 0.37
(-79.00) (-94.25) (-64.21) (-25.89) (-31.43) (-24.43)
2003.12 0.22 0.21 0.21 0.21 0.41 0.39 0.42 0.47
(-98.66) (-116.18) (-93.22) (-69.21) (-29.64) (-33.58) (-26.91) (-14.95)
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<Panel A> Z} factor®] B+, T3k, EFHAF

RMF SMB HML

Mean  Median Std. Dev. Mean Median Std. Dev. Mean  Median Std. Dev.

Country-specific factor

Australia 0.67 0.67 6.57 0.13 0.04 3.29 0.91 0.75 3.46
Austria 0.31 0.09 5.68 0.33 0.32 3.99 1.34 0.78 5.12
Belgium 0.54 0.40 5.38 -0.31 -0.31 3.71 0.41 0.19 4.83
Canada 0.33 0.66 5.08 0.34 0.11 2.88 0.40 0.35 4.03
Denmark 0.50 0.45 4.77 0.33 0.01 4.29 0.48 0.31 5.12
Finland 0.29 0.13 6.27 0.25 0.16 4.35 0.04 0.06 5.57
France 0.65 0.83 6.14 -0.09 -0.03 3.43 0.77 0.63 4.24
Germany 0.38 0.69 5.56 -0.29 -0.11 3.40 0.59 0.40 351
Hong Kong 1.26 0.76 8.93 -0.16 -0.08 6.53 0.44 0.31 9.06
Ireland 0.99 1.34 6.64 0.44 0.30 5.98 0.92 0.59 8.48
Italy 0.46 0.29 7.09 -0.27 0.12 411 0.49 0.38 3.88
Japan 0.42 0.08 6.44 0.09 0.15 3.97 0.47 0.50 2.73
Luxembourg 0.53 1.18 5.37 -1.26 -1.60 8.53 -0.28 -1.43 11.11
Netherlands 0.71 0.97 4.96 -0.10 0.05 3.56 0.29 0.34 4.16
New Zealand 0.74 0.49 6.28 0.01 -0.04 5.90 0.79 0.39 6.39
Norway 0.62 0.50 7.39 -0.24 0.26 6.37 1.30 0.87 7.26
Singapore 0.45 0.48 7.18 0.04 -0.24 4.24 0.42 -0.10 5.68
Spain 0.92 0.62 6.56 -0.42 -0.34 4.14 0.68 0.60 4.35
Sweden 0.78 0.92 6.70 -0.71 -0.73 4.63 0.71 0.85 6.15
Switzerland 0.48 0.32 4.73 0.00 0.12 2.81 0.46 0.40 3.57
u. K. 0.74 0.60 5.76 0.07 0.13 3.39 0.77 0.81 3.10
U.S. A 0.59 0.96 4.49 0.29 0.19 4.37 0.42 0.11 3.44
Argentina 2.93 0.75  20.95 -1.55 -1.68 11.18 -0.24 -0.43 12.04
Brazil 0.67 1.37 12.09 -1.29 -0.99 10.88 1.49 1.70 12.51
Chile 1.18 0.86 6.92 -0.40 -0.39 6.12 0.76 0.37 6.80
China 0.21 -0.06 11.75 2.85 0.50 12.85 0.19 -0.14 9.33
Columbia 0.05 0.31 7.90 -0.80 -0.22 8.92 -0.73 0.01 13.10
Czech 0.26 0.69 8.90 0.35 0.04 8.80 0.56 1.26 10.37
Greece 1.13 0.09 10.44 -0.08 -1.15 7.84 0.94 -0.18 8.81
Hungary 1.01 0.87 10.61 0.42 -0.25 8.60 091 0.52 11.19
India 0.88 0.52 10.05 0.08 -0.25 8.25 0.93 -0.23 8.77
Indonesia -1.10 -1.42 14.43 -0.65 -1.63 10.46 0.15 0.57 11.78
Israel 0.78 1.26 8.33 -0.04 -0.09 4.93 -0.71 -0.83 6.23
South Korea 0.73 -0.70 10.83 -0.70 -0.69 6.62 0.63 0.40 5.62
Malaysia 0.28 0.23 8.84 0.86 -0.20 7.95 0.28 -0.10 7.40
Mexico 1.21 1.33 9.39 0.28 0.07 6.45 -0.01 -0.09 8.72
Pakistan 0.65 -0.33 8.59 -0.12 0.06 8.51 1.04 1.93 12.00
Peru 0.66 0.25 10.78 -0.11 -0.62 10.98 0.51 -0.99 16.46
Philippines 0.15 0.11 8.73 -1.52 -0.41 13.05 0.29 0.28 12.52
Poland 0.35 0.31 9.71 -0.30 0.47 8.23 1.67 2.46 10.88
Portugal 0.03 -0.02 5.94 -0.15 0.04 4.85 0.47 0.28 6.60
Russia 2.86 1.92 16.95 -0.66 -1.13 17.33 0.90 3.01 19.78
South Africa 0.50 0.67 7.87 0.41 0.35 4.22 0.28 0.18 6.37
Taiwan 0.33 0.58 12.17 -0.14 0.04 6.98 -2.55 -1.47 9.63
Thailand 0.75 1.17 10.13 -0.17 0.49 8.74 0.17 0.77 10.61
Developed country factor 0.45 0.62 4.23 0.20 0.34 2.75 0.57 0.59 2.42
Developing country factor 0.02 0.37 6.66 0.24 0.02 2.68 -0.09 0.17 4.15
Global country factor 0.43 0.57 4.18 0.20 0.33 2.62 0.55 0.48 2.36
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<Panel A Al<&>

RMF SMB HML
Mean  Median Std. Dev. Mean Median Std. Dev. Mean  Median Std. Dev.
Industry-specific factor
Resources 0.55 0.61 4,94 -0.28 -0.50 3.12 0.76 0.65 3.38
Basic Industries 0.30 0.27 4.79 0.16 0.06 2.38 0.43 0.30 4.22
General Industrials 0.43 0.73 4,71 0.05 -0.10 2.82 0.51 0.46 3.36
Cyclical Consumer Goods 0.38 0.34 4,59 0.30 0.33 2.81 0.74 0.65 3.51
Non-Cyclical Consumer Goods 0.60 0.74 3.82 0.22 0.16 4.01 0.33 0.53 3.20
Cyclical Services 0.48 0.75 4.41 0.24 0.22 2.23 0.44 0.30 2.74
Non-Cyclical Services 0.38 0.43 4.27 0.09 0.33 3.90 0.94 0.84 4.34
Utilities 0.48 0.28 3.81 0.17 0.32 2.76 0.46 0.78 3.76
Information Technology 0.58 0.43 6.77 0.40 0.73 4.49 0.39 0.23 4,76
Financials 0.56 0.60 4.70 0.25 0.38 2.81 0.44 0.35 3.25
Global industry factor 0.43 0.57 4.18 0.20 0.19 2.27 0.54 0.42 2.38
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<Panel B> 7} R.g 9| 7|l &3} A FE A7 A FEANM AAs= vT

Equal-weighted returns Value-weighted returns
Country-specific model Global country model Std. Country-specific model Global country model
Country Mean  Std.Dev —¥/p™ VR EX VR RE MR ___VR EX VR RE Mean — pey MR VR EX_VR RE MR ___VR EX_VR RE
Australia 0.71 5.47 1.10 0.97 0.22 1.04 0.57 0.90 0.78 6.18 1.00 0.98 0.11 1.06 0.62 0.87
Austria 0.52 5.17 0.93 0.88 0.30 1.07 0.43 0.96 0.41 597 1.31 0.99 0.17 1.85 0.48 0.93
Belgium 0.63 4.49 1.01 0.92 0.37 0.92 0.66 0.78 0.76 5.34 0.98 0.99 0.07 0.76 0.68 0.79
Canada 0.44 4.26 1.41 1.00 0.27 1.69 0.85 0.72 0.43 4.55 1.24 1.03 0.15 1.43 0.86 0.70
Denmark 0.60 432 0.83 0.93 0.29 0.86 0.63 0.91 0.55 4.67 1.04 0.99 0.12 0.87 0.61 0.87
Finland 0.95 5.55 1.04 0.98 0.33 0.71 0.56 0.85 0.87 6.05 1.13 1.09 0.39 0.85 0.68 0.82
France 0.82 5.22 0.82 0.97 0.21 0.74 0.73 0.78 0.71 5.50 1.06 1.01 0.10 0.78 0.78 0.73
Germany 0.36 4.50 0.64 0.99 0.29 1.48 0.59 0.85 0.37 5.64 1.10 1.00 0.16 1.32 0.65 0.78
Hong Kong 0.89 7.65 1.16 0.98 0.29 1.07 0.63 0.86 1.13 8.57 1.02 1.03 0.17 0.72 0.64 0.86
Ireland 0.63 4.97 1.13 0.89 0.40 1.22 0.70 0.84 0.76 5.97 1.01 0.99 0.15 1.26 0.77 0.83
Italy 0.39 5.71 0.82 0.99 0.24 1.37 0.60 0.87 0.54 6.99 0.89 0.99 0.11 0.85 0.65 0.87
Japan 0.33 7.67 0.58 0.94 0.24 2.64 0.72 0.75 0.15 6.99 1.52 1.00 0.11 4.02 0.81 0.68
Luxembourg 0.05 3.68 -2.13 0.82 0.63 6.03 0.59 0.80 -0.11 5.96 0.53 1.00 0.29 -2.87 0.65 0.77
Netherlands 0.59 4.23 1.14 0.98 0.33 1.13 0.73 0.78 0.72 4.74 1.02 0.99 0.10 0.81 0.82 0.66
New Zealand 0.42 5.32 0.93 0.90 0.39 1.35 0.54 0.97 0.31 5.83 1.37 0.97 0.28 2.18 0.56 0.94
Norway 0.54 5.23 0.95 0.96 0.34 1.63 0.64 0.84 0.51 6.09 1.01 1.01 0.15 1.78 0.66 0.82
Singapore 0.77 6.76 0.64 0.93 0.31 1.13 0.65 0.83 0.69 7.05 0.88 1.01 0.23 1.22 0.71 0.88
Spain 0.43 5.60 0.67 0.99 0.34 1.22 0.70 0.79 0.56 5.92 0.81 1.02 0.14 0.75 0.74 0.73
Sweden 0.70 5.67 0.91 0.92 0.32 0.78 0.61 0.79 0.85 6.86 1.08 1.01 0.15 0.53 0.69 0.73
Switzerland 0.34 4.18 0.94 0.88 0.48 1.44 0.68 0.82 0.47 4.25 0.98 1.02 0.09 0.70 0.68 0.88
U.K. 0.54 4.42 1.29 0.95 0.23 1.29 0.80 0.70 0.56 4.71 1.14 0.98 0.10 1.05 0.84 0.65
U.S. A, 0.89 4.92 1.11 1.03 0.27 0.72 0.85 0.67 0.67 4.53 0.98 1.04 0.15 0.47 0.89 0.62
Argentina -0.30 8.66 -0.92 0.91 0.44 -1.35 0.51 1.54 0.39 10.33 0.57 1.00 0.33 1.94 0.58 1.33
Brazil 0.57 10.91 0.42 0.95 0.35 0.86 0.35 0.95 0.34 13.03 0.57 0.99 0.20 2.20 0.54 0.83
Chile 0.60 4.97 0.60 0.95 0.36 0.76 0.49 0.89 0.57 6.86 1.14 0.99 0.10 1.10 0.53 0.87
China -2.47 3.54 0.77 1.12 0.33 -0.11 1.15 2.66 -1.27 432 0.66 0.97 0.13 -0.11 0.74 2.33
Columbia -0.39 6.18 1.01 1.03 0.29 -0.93 0.50 1.04 -0.10 7.43 1.89 1.01 0.14 -5.93 0.49 1.04
Czech 1.62 3.98 0.84 1.12 0.78 0.85 0.83 1.03 1.05 6.66 1.13 1.05 0.12 1.17 0.66 1.00
Greece 1.42 10.93 0.85 0.94 0.26 0.71 0.26 1.02 0.73 9.01 0.95 1.03 0.18 1.16 0.38 0.98
Hungary 0.35 7.66 1.36 0.80 0.54 221 0.65 0.91 -0.19 10.86 -1.68 0.90 0.43 -5.21 0.67 0.88
India 1.02 8.25 1.03 0.99 0.30 -0.12 0.37 1.03 0.91 8.59 0.68 1.02 0.20 -0.35 0.59 0.96
Indonesia 0.14 16.78 -8.35 1.03 0.41 8.29 0.42 0.93 -1.12 16.64 0.79 1.03 0.27 -1.18 0.43 0.93
Israel 1.03 8.16 0.75 0.97 0.22 0.00 0.58 0.84 0.74 7.44 0.84 0.99 0.09 0.26 0.57 0.88
outh Korea 0.39 11.79 -0.56 0.96 0.26 2.14 0.52 0.99 0.22 11.55 0.54 1.04 0.14 2.57 0.66 0.98
Malaysia 0.61 9.41 1.07 0.98 0.27 1.29 0.48 0.97 0.46 9.09 0.74 1.02 0.28 1.73 0.51 1.00
Mexico 0.23 7.46 2.36 0.99 0.30 2.15 0.56 0.91 0.41 8.84 1.18 1.01 0.21 0.83 0.62 0.88
Pakistan -0.03 6.30 1.71 0.93 0.42 3.64 0.42 1.08 -0.05 8.97 -2.57 0.95 0.24 3.98 0.40 1.04
Peru -0.49 6.39 1.66 0.86 0.84 -1.34 0.64 0.96 -0.74 7.40 1.36 0.87 0.51 -1.23 0.69 0.92
Philippines -0.58 7.22 1.93 0.68 0.58 -0.78 0.38 0.83 -2.38 8.64 0.70 0.83 0.24 -0.43 0.55 0.90
Poland 0.38 9.49 1.36 0.95 0.47 2.11 0.64 0.96 0.10 10.18 4.69 0.96 0.43 12.05 0.68 0.93
Portugal 0.40 4.58 0.89 0.91 0.38 0.81 0.49 0.94 0.48 5.79 0.87 0.99 0.29 0.78 0.55 0.91
Russia 2.98 10.04 1.33 0.94 0.78 0.27 0.77 1.14 2.33 11.44 1.58 0.89 0.36 -0.09 0.94 1.00
South Africa 0.47 6.35 1.55 0.95 0.22 1.50 0.59 0.94 0.44 7.04 1.29 0.97 0.13 1.85 0.64 0.91
Taiwan 0.23 8.32 3.73 0.98 0.36 2.55 0.61 1.11 0.31 9.01 2.71 1.11 0.23 2.01 0.65 1.05
Thailand -0.40 7.68 0.43 0.97 0.38 -1.70 0.55 1.03 0.11 10.43 -0.72 0.97 0.15 7.51 0.61 0.98
Developed countries average 0.57 5.23 0.81 0.95 0.32 1.43 0.66 0.82 0.58 5.84 1.05 1.01 0.16 1.02 0.70 0.79
Developing countries average 0.34 8.04 0.69 0.95 0.42 1.03 0.55 1.08 0.16 9.11 0.87 0.98 0.23 1.16 0.59 1.02
All Cross-country average 0.45 6.67 0.75 0.95 0.37 1.23 0.60 0.95 0.36 7.51 0.96 0.99 0.20 1.09 0.65 0.91
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Equal-weighted returns Value-weighted returns
Industry Mean  Std. Dev Industry-specific model Global industry model Mean Std. Industry-specific model Global industry model
MR VR EX VR RE MR VR EX VR RE Dev MR VR EX VR RE MR VR _EX VR RE

Resources 0.54 4.80 0.80 0.98 0.28 1.54 0.79 0.74 0.62 4.61 1.01 1.01 0.07 1.15 0.77 0.72
Basic Industries 0.51 452 0.88 0.95 0.25 1.81 0.88 0.49 0.24 5.09 1.06 0.99 0.15 297 0.89 0.43
General Industrials 0.44 442 1.01 0.96 0.28 1.98 0.93 0.40 0.35 4.89 0.96 0.96 0.10 1.66 0.90 0.36
Cyclical Consumer Goods 0.41 4.12 1.37 0.94 0.34 2.17 0.90 0.49 0.34 4.76 0.83 1.00 0.12 1.86 0.89 0.47
Non-Cyclical Consumer Goods 0.79 3.81 1.05 0.99 0.42 0.80 0.95 0.40 0.70 3.86 0.92 1.00 0.11 0.48 0.86 0.64
Cyclical Services 0.56 3.90 1.14 0.96 0.21 1.38 0.94 0.33 0.40 4.49 0.99 1.03 0.12 1.07 0.94 0.38
Non-Cyclical Services 0.60 4.04 0.79 0.93 0.49 0.99 0.95 0.34 0.35 4.64 0.87 0.95 0.37 0.51 0.80 0.56
Utilities 0.64 2.62 0.86 0.94 0.36 0.59 0.74 0.74 0.36 4.05 1.16 1.10 0.30 0.44 0.83 0.71
Information Technology 0.98 7.14 0.98 0.98 0.25 0.64 0.89 0.45 0.65 7.43 1.09 1.03 0.14 0.46 0.78 0.55
Financials 0.64 3.27 1.09 0.93 0.33 1.05 0.92 0.41 0.51 5.28 1.05 1.03 0.19 0.85 0.96 0.44

0.61 426 1.00 0.96 0.32 1.29 0.89 0.48 0.45 491 1.00 1.01 0.17 1.14 0.86 0.52
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<Panel A> Country-specific 3 factor model 39| =718 F A7 EH 5ol Fo ek A3}
Expected return part Residual return part
Variance Var. Ratio 2 MAD results Variance Var. Ratio 2 MAD results

Country C | C | C | C-l  (t-val) C | C | C | C-1  (t-val)
22 Developed countries

Australia 1820 0.03 056 000 321 054 267 (13.88) 173 025 0.05 001 098 097 001 (0.12)
Austria 2198 002 090 0.00 355 0.55 299 (14.37) 264 003 011 0.00 122 0.77 045 (6.04)
Belgium 1258 000 060 0.00 272 0.60 212 (13.94) 263 001 012 000 126 0.81 045 (6.56)
Canada 755 0.03 032 0.00 217 065 152 (12.46) 107 042 0.05 002 083 112 -0.29 (-5.49)
Denmark 16.28 003 078 0.00 314 055 259 (15.11) 192 005 009 000 107 0.72 0.35 (5.99)
Finland 16.08 0.08 051 0.00 266 056 210 (9.38) 230 0.04 007 0.00 104 0.70 0.35 (4.40)
France 1599 005 047 000 298 0.61 237 (12.65) 118 002 0.03 000 082 0.79 0.03 (0.68)
Germany 1473 010 063 0.00 287 0.67 220 (12.44) 187 006 008 0.00 104 0.77 027 (4.41)
Hong Kong 3035 0.19 044 0.00 377 061 3.16 (11.39) 344 016 005 0.00 112 075 0.37 (3.72)
Ireland 11.05 0.03 038 0.00 249 055 194 (13.14) 370 011 013 0.00 139 071 0.67 (7.48)
Italy 2476 0.08 062 0.00 379 060 3.19 (14.28) 204 007 005 000 114 0.76 0.38 (5.86)
Japan 3193 0.02 071 0.00 444 051 3.93 (16.56) 233 004 005 0.00 106 0.71 0.35 (4.70)
Luxembourg 513 032 041 0.03 162 071 091 (6.81) 367 022 029 0.02 132 084 048 (4.15)
Netherlands 1061 010 046 000 254 0.60 1.94 (13.63) 184 004 0.08 000 1.05 0.78 027 (4.78)
New Zealand 1308 0.11 039 000 250 048 202 (11.54) 375 007 011 0.00 134 0.72 0.62 (6.39)
Norway 16.03 001 047 0.00 3.07 059 248 (13.54) 341 0.04 010 0.00 141 086 0.55 (6.53)
Singapore 2265 002 045 000 354 054 299 (13.80) 471 0.06 009 000 162 071 091 (9.08)
Spain 1311 034 030 0.01 235 069 166 (857) 187 019 004 0.00 089 0.82 0.08 (1.02)
Sweden 1567 019 044 001 310 0.65 245 (14.07) 294 005 008 0.00 118 0.79 0.39 (4.42)
Switzerland 1316 0.02 0.66 0.00 285 0.58 227 (15.22) 431 003 022 000 158 074 0.84 (9.57)
U. K. 953 001 033 0.00 242 054 1.88 (14.06) 081 0.02 003 0.00 0.69 074 -0.05 (-1.09)
U.S. A 783 0.09 029 0.00 229 0.74 155 (13.70) 0.73 0.03 003 0.00 0.62 0.89 -0.28 (-7.04)
23 Developing countries

Argentina 33.00 016 0.07 000 367 055 313 (9.75) 1001 013 0.02 000 179 0.79 1.00 (5.35)
Brazil 5590 041 054 0.00 464 079 385 (7.02) 1088 0.18 010 000 2.00 0.82 118 (4.92)
Chile 974 019 035 0.01 195 065 130 (6.86) 268 011 010 0.00 095 0.82 0.12 (1.22)
China 249 002 0.02 000 032 051 -0.19 (-1.40) 0.07 0.06 0.00 000 0.05 0.69 -0.64 (-19.30)
Columbia 2398 016 051 000 294 063 231 (7.28) 283 015 006 0.00 1.03 0.73 0.29 (2.69)
Czech 866 0.27 016 0.00 145 0.77 0.68 (3.05) 452 022 008 000 109 091 0.18 (1.10)
Greece 76.23 001 065 000 540 054 486 (10.01) 6.80 0.04 006 000 166 070 0.96 (6.69)
Hungary 13.04 008 017 000 201 058 143 (6.19) 911 009 012 000 150 0.72 077 (3.77)
India 4150 0.09 044 0.00 446 067 3.79 (10.50) 429 0.07 005 000 136 078 0.58 (4.75)
Indonesia 162.71 011 0.80 000 6.42 055 587 (6.83) 3118 006 015 0.00 294 0.73 221 (5.91)
Israel 1272 001 019 000 158 053 1.04 (5.08) 1.01 003 0.01 000 043 0.76 -0.33 (-5.36)
South Korea 86.92 003 070 0.00 6.13 047 567 (11.89) 711 004 0.06 000 191 0.68 123 (9.39)
Malaysia 6746 0.03 082 0.00 569 053 516 (12.82) 6.68 006 0.08 0.00 182 0.76 1.06 (8.68)
Mexico 3402 0.03 055 000 376 042 3.34 (10.34) 413 0.05 007 000 134 068 066 (6.12)
Pakistan 1454 006 033 000 212 051 161 (6.21) 327 034 007 001 092 086 0.07 (0.51)
Peru 1248 041 014 000 202 0.66 136 (5.99) 1571 089 017 001 198 112 087 (3.22)
Philippines 348 063 010 0.02 0.65 0.70 -0.05 (-0.36) 317 052 009 0.01 059 0.82 -0.23 (-1.73)
Poland 3372 0.01 054 000 366 074 293 (7.54) 10.83 0.04 0.17 0.00 165 0.77 0.88 (3.54)
Portugal 1327 002 055 000 242 051 192 (9.68) 242 003 010 0.00 1.07 0.67 040 (4.74)
Russia 3459 0.18 017 0.00 292 083 2.08 (3.97) 2944 124 0415 0.01 255 139 116 (2.36)
South Africa 2815 0.10 053 000 385 056 329 (13.08) 3.00 083 0.06 002 136 113 0.23 (2.96)
Taiwan 1746 197 011 001 194 102 092 (3.14) 326 077 002 0.00 073 094 -021 (-1.61)
Thailand 31.28 0.02 041 0.00 336 052 284 (9.10) 537 006 007 0.00 130 0.74 057 (4.25)




<Panel A A &>

Expected return part Residual return part

Variance Var. Ratio 2 MAD results Variance Var. Ratio 2 MAD results
Country C | Cc | C | C-l  (t-val) C | C I C | C-l  (t-val)
Across-country average
Developed 1583 0.09 051 000 291 060 231 249 009 009 000 112 0.79 0.33
Developing 3554 022 038 000 319 062 257 773 026 0.08 000 139 0.83 0.57
Euro country 1859 009 047 000 280 0.62 218 460 012 010 0.00 123 080 043
Asia country 4273 027 044 0.00 357 059 298 6.24 019 007 0.00 128 0.76 0.2
Other country 2361 0.16 040 000 3.07 059 248 558 031 0.08 001 136 0.89 047
All countries 2590 015 044 000 305 0.61 245 517 018 0.09 0.00 126 0.81 045

<Panel B> Country-specific 3 factor model &}¢] =7} 7}x7 5B g £l i3 23
Expected return part Residual return part

Variance Var. Ratio 2 MAD results Variance Var. Ratio 2 MAD results
Country C | C | C | C-l  (t-val) C | C | C | C-1  (t-val)
22 Developed countries
Australia 26.16 034 061 0.01 370 0.82 2.88 (11.94) 121 061 0.03 001 079 161 -0.82(-15.23)
Austria 3404 075 1.07 0.02 428 096 3.32 (12.07) 159 037 0.05 001 094 154 -060 (-9.33)
Belgium 16.71 074 059 0.03 312 0.99 213 (11.86) 137 076 0.05 0.03 084 154 -0.70 (-15.02)
Canada 11.74 0.07 046 0.00 271 1.03 1.69 (11.48) 091 036 004 001 068 1.73 -1.05(-19.09)
Denmark 1741 015 077 001 328 0.87 240 (13.35) 094 036 004 002 0.68 147 -0.79 (-13.57)
Finland 2380 046 061 0.01 329 120 209 (7.81) 547 068 014 0.02 123 1.69 -047 (-3.50)
France 1544 008 041 000 283 097 1.86 (9.56) 060 012 0.02 000 055 1.61 -1.05(-21.49)
Germany 18.94 009 062 000 309 097 212 (10.02) 0.77 015 003 0.00 0.63 155 -0.93(-14.74)
Hong Kong 4725 025 059 0.00 464 084 3.80 (11.09) 171 069 002 001 079 161 -0.82 (-9.09)
Ireland 16.04 058 037 0.01 301 0.92 209 (11.55) 193 071 004 0.02 099 144 -045 (-6.46)
Italy 3543 033 071 001 454 096 3.59 (13.59) 169 075 0.03 002 097 171 -0.74 (-11.36)
Japan 2246 004 054 000 372 098 274 (13.88) 047 012 001 000 050 159 -1.09 (-20.27)
Luxembourg 1879 062 0.66 0.02 283 0.79 204 (7.89) 238 071 008 0.02 097 149 -0.53 (-5.28)
Netherlands 9.05 031 037 001 235 091 1.44 (10.85) 0.77 056 0.03 0.02 0.69 1.67 -0.98 (-20.22)
New Zealand 1838 036 047 001 294 0.77 218 (10.03) 254 086 006 0.02 105 150 -045 (-4.58)
Norway 2506 029 046 0.01 387 095 292 (12.77) 189 086 0.03 0.02 110 1.76 -0.66 (-10.97)
Singapore 3220 0.10 063 0.00 425 0.79 3.47 (13.66) 332 049 006 0.01 130 143 -0.14 (-1.47)
Spain 1312 069 030 002 241 106 135 (6.92) 081 125 002 0.03 058 172 -1.14(-14.94)
Sweden 2417 057 054 001 375 119 256 (11.64) 160 051 0.04 001 091 171 -0.80 (-11.73)
Switzerland 1846 062 0.84 003 346 0.96 249 (13.83) 181 111 0.08 005 092 151 -0.59 (-11.83)
U. K. 899 021 027 001 234 090 1.44 (10.30) 044 022 001 001 047 155 -1.08(-24.33)
U.S. A 738 015 037 001 204 111 0.93 (6.43) 022 010 001 0.00 0.34 168 -1.35(-26.44)
23 Developing countries
Argentina 5829 1.03 013 000 478 094 384 (8.91) 897 183 0.02 000 161 177 -0.17 (-0.89)
Brazil 8646 301 059 002 604 135 469 (7.23) 6.60 132 005 0.01 155 1.63 -0.07 (-0.41)
Chile 2211 081 046 002 3.00 096 205 (7.26) 114 068 0.02 0.01 069 164 -0.94(-13.20)
China 133 041 0.01 0.00 022 0.94 -0.72 (-6.01) 0.03 036 000 0.00 0.03 1.41 -1.38(-20.82)
Columbia 3656 1.01 059 0.02 368 094 275 (7.17) 218 086 0.04 001 083 142 -059 (-6.39)
Czech 19.99 047 025 0.01 234 098 136 (4.29) 152 126 002 0.02 062 174 -1.12(-13.03)
Greece 60.92 034 056 0.00 5.08 0.96 412 (9.65) 271 055 002 001 102 155 -0.53 (-5.57)
Hungary 3590 046 032 000 326 089 238 (6.16) 1248 115 011 0.01 166 162 0.04 (0.15)
India 50.90 025 051 0.00 492 120 371 (9.33) 283 042 003 0.00 101 161 -0.60 (-5.20)
Indonesia 157.30 095 0.76 000 6.89 091 598 (7.35) 1439 085 0.07 000 200 145 055 (2.36)
Israel 1321 043 019 001 160 081 0.79 (3.82) 046 0.88 0.01 001 029 143 -1.14(-19.46)
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<Panel B 74>

Expected return part Residual return part

Variance Var. Ratio 2 MAD results Variance Var. Ratio 2 MAD results
Country C | (o} | C | C-l  (t-val) C | C | C | C-l  (t-val)
South Korea 99.86 0.12 085 000 6.35 1.11 524 (9.97) 260 027 0.02 000 098 169 -0.71 (-8.01)
Malaysia 7156 0.42 0.92 0.01 6.18 0.91 5.28 (13.47) 7.89 0.38 0.10 0.00 166 148 0.18 (1.19)
Mexico 46.79 0.24 0.53 0.00 445 0.75 3.70 (9.71) 3.52 0.67 0.04 0.01 1.09 145 -0.36 (-2.83)
Pakistan 3056 160 042 002 289 099 191 (4.88) 269 173 0.04 002 087 162 -0.75 (-6.17)
Peru 2428 102 021 001 276 085 191 (5.91) 9.03 164 0.08 0.01 148 1.65 -0.17 (-0.84)
Philippines 8.69 0.58 0.11 0.01 1.03 0.84 0.18 (0.81) 125 134 0.02 0.02 0.36 1.55 -1.19 (-10.70)
Poland 4148 026 044 000 3.88 090 298 (6.75) 12.82 104 014 0.01 188 157 031 (1.27)
Portugal 20.77 043 059 0.01 307 0.88 219 (8.85) 206 075 0.06 0.02 099 152 -053 (-5.71)
Russia 3955 3.24 0.14 0.01 336 144 192 (3.52) 9.10 6.54 0.03 0.02 134 239 -1.05 (-3.52)
South Africa 35.74 0.57 0.58 0.01 443 0.90 3.53 (12.65) 3.23 217 0.05 0.04 131 176 -0.46 (-6.49)
Taiwan 2533 305 017 002 223 147 076 (2.08) 1.87 246 001 0.02 057 1.84 -1.28(-10.05)
Thailand 57.22 0.19 0.56 0.00 461 098 3.63 (8.55) 2.22 056 0.02 0.01 096 1.60 -0.65 (-6.44)
Across-country average
Developed 2096 035 056 001 329 095 234 157 056 0.04 0.02 081 160 -0.78
Developing 4543 091 043 001 379 099 279 ‘ 485 129 004 001 108 1.63 -0.55
Euro country 23.97 0.55 0.50 0.01 3.23 0.98 2.25 296 0.97 0.05 0.02 092 163 -0.71
Asia country 50.39 066 051 001 399 1.00 3.00 344 081 0.03 001 092 157 -0.66
Other country 36.65 085 046 001 385 093 292 ‘ 393 1.10 0.04 0.01 111 162 -051
Avg. All 33.46 0.64 0.49 0.01 354 0.97 257 3.24 0.93 0.04 0.01 0.95 161 -0.66

<Panel C> Industry-specific 3 factor model 3}2] AW Z=¢l & tj3 Az}
Expected return part Residual return part

Variance Var. Ratio 2 MAD results Variance Var. Ratio 2 MAD results
Industry C | (o} | C | C-l  (t-val) C | C | C | C-l  (t-val)
Equal-weighted return
R 0.38 10.87 0.01 0.38 110 2.60 -1.50 (-11.01) 1.16 2.52 0.04 0.09 258 126 1.33 (16.39)
BI 043 2.16 0.02 0.12 149 115 0.34 (4.01) 0.75 1.01 0.04 0.06 335 0.78 257 (28.01)
Gl 012 116 0.01 006 135 0.84 051 (7.33) 013 047 001 002 293 054 239 (27.84)
CCG 0.21 1.80 0.01 0.11 141 099 042 (5.12) 0.42 0.96 0.03 0.06 323 0.74 249 (27.12)
NCCG 0.04 3.36 0.00 0.23 126 121 0.05 (0.55) 0.19 141 0.01 0.10 296 0.79 2.17 (22.96)
CS 005 075 0.00 004 117 066 051 (8.14) 021 035 0.01 002 267 047 220 (30.38)
NCS 0.09 450 000 025 115 145 -0.30 (-2.84) 032 289 002 016 266 1.16 150 (14.38)
U 0.36 8.28 0.05 1.10 113 210 -0.96 (-7.81) 1.01 154 0.13 0.20 251 096 155 (19.40)
IT 0.24 20.67 0.00 041 117 3.28 -2.11 (-10.37) 0.94 238 0.02 0.05 241 117 1.24 (13.30)
F 0.09 252 0.01 0.23 115 123 -0.07 (-1.07) 0.40 0.76 0.04 0.07 276 0.64 211 (25.42)
g\:gfaz:a”d”s”y 020 561 001 029 124 155 -0.31 055 143 003 008 281 085 195
Value-weighted return
R 1.20 11.38 0.05 0.47 129 254 -125 (-7.57) 0.93 1.33 0.04 0.05 229 090 1.39 (26.49)
BI 036 539 0.02 024 154 177 -022 (-1.79) 045 071 002 003 256 066 1.90 (26.51)
Gl 0.09 299 000 014 145 132 013 (1.32) 0.16 033 001 0.01 237 045 1.92 (27.54)
CCG 0.37 5.35 0.02 0.26 150 176 -0.26 (-2.31) 0.87 1.22 0.04 0.06 256 0.85 1.71 (25.02)
NCCG 0.42 7.49 0.03 0.52 1.27 202 -0.75 (-5.50) 041 0.72 0.03 0.05 202 0.65 1.36 (25.01)
CS 0.05 266 000 014 134 123 011 (1.08) 011 031 001 0.02 210 041 1.69 (25.83)
NCS 0.28 8.05 0.02 0.44 138 202 -0.64 (-4.41) 0.38 214 0.02 0.12 239 095 1.45 (14.33)
U 0.09 15.09 0.01 1.05 142 262 -1.20 (-6.28) 020 1.11 0.01 0.08 228 0.68 1.61 (19.65)
IT 0.09 2680 0.00 059 1.37 3.88 -2.51(-10.12) 041 114 001 003 196 084 1.12 (14.63)
F 0.31 6.50 0.01 0.30 149 175 -0.26 (-1.95) 040 0.87 0.02 0.04 245 0.69 1.75 (23.16)
ggf;;e”dus”y 033 917 002 041 140 2.09 -0.69 043 099 002 005 230 071 159

* R=Resources, Bl=Basic Industries, Gl=General Industrials, CCG=Cyclical Consumer Goods, NCCG=Non-Cyclical
Consumer Goods, CS=Cyclical Service, NCS=Non-Cyclical Service, U=Ustilities, IT=Information Technology, F=Financials.

59



<E 10> 7P T 58

o] MH
ARk

1986 -

ZA2E o] 83k 717HH country effect$} industry effect B] L
B 200313 7}A] Country-specific 3 factor model¥} Industry-specific 3 factor model-=-

o] §-3}of

Absk 2y w7 2 AL e] g B o E ZAje EHTFL country effect9‘r |ndustry effects <& 7>0]4 A
)T} Panel A9} Boll A= Country-

3% MAD ratio o] &
specmc 3 factor model% o]

Dol A=

}
Industry-specific 3 factor model-3- ©]-&3&}o] A4k

afo] vhekgt LRI Bl
gafo] ket 7 t5olE

ATh FolA ZF ¢t e MAD ratioZ} 13 2-27}HO: MAD ratio=1)°1

AHNE AABI
2015 o] oha ABE AL 401, Panel C}
g 7ol E v ol E

Aol olg AnE
& t-gholth.

<Panel A> Country-specific 3 factor model & A A3l 7|t &0 o3 A3}

A A3} aL

Equal-weighted return

Value-weighted return

o] AAAA Eo] AAAA
TIAA 1986.01 1990.01 1995.01 2000.01 1986.01 1990.01 1995.01 2000.01

1989.12 0.18 0.36
(-57.28) (-19.45)

1994.12 0.15 0.13 0.30 0.26

(-105.27)  (-107.19) (-34.57) (-31.50)
1999.12 0.15 0.14 0.15 0.33 0.32 0.37
(-133.00)  (-129.11) (-80.77) (-30.88) (-24.94) (-12.87)

2003.12 0.20 0.21 0.25 0.38 0.48 0.51 0.65 1.00
(-66.72) (-53.46) (-34.77) (-15.73) (-14.10) (-10.54) (-5.17) (-0.02)
<Panel B> Country-specific 3 factor model 2 #A|AFat 420l & Zx}bo] thdk Ay

Equal-weighted return Value-weighted return
Fo] AFAIA Fo] AFAIA
TaA4 1986.01 1990.01 1995.01 2000.01 1986.01 1990.01 1995.01 2000.01

1989.12 1.18 4.52
(2.14) (11.28)

1994.12 1.00 0.86 4.23 4.00
(0.05) (-2.98) (15.62) (10.91)

1999.12 0.96 0.87 0.88 4.08 3.90 3.80
(-1.22) (-4.23) (-2.99) (20.46) (17.29) (14.44)

2003.12 0.94 0.87 0.88 0.89 3.88 3.70 3.53 3.20
(-1.85) (-4.34) (-3.18) (-1.65) (22.86) (20.36) (18.46) (12.07)

<Panel C> Industry-specific 3 factor model = #|4Fst 7|t Eofl vjst A3}
Equal-weighted return Value-weighted return
SEES] AR FERIRERE
TEAIA 1986.01 1990.01 1995.01 2000.01 1986.01 1990.01 1995.01 2000.01

1989.12 1.60 2.03
(3.82) (3.78)

1994.12 1.30 1.07 1.66 1.36
(3.08) (0.60) (4.15) (2.03)

1999.12 1.31 1.19 1.32 1.89 1.83 2.30
(4.28) (2.50) (3.28) (7.25) (6.25) (7.25)

2003.12 1.30 1.22 1.30 1.28 2.31 2.39 2.96 3.79
(5.06) (3.56) (4.42) (2.95) (9.27) (8.47) (9.03) (6.86)
<Panel D> Industry-specific 3 factor model 2 #|2F3F 4= & X} i3l Az}

Equal-weighted return Value-weighted return
RO A AAIA SO A AAA

TIAA 1986.01 1990.01 1995.01 2000.01 1986.01 1990.01 1995.01 2000.01

1989.12 0.32 0.46
(-30.18) (-15.60)

1994.12 0.28 0.25 0.36 0.28
(-57.50) (-61.71) (-33.52) (-52.96)

1999.12 0.26 0.24 0.22 0.33 0.28 0.29
(-80.91) (-93.43) (-72.01) (-50.06) (-77.75) (-56.91)

2003.12 0.28 0.26 0.27 0.33 0.32 0.28 0.29 0.29
(-82.40) (-81.15) (-58.89) (-30.65) (-60.81) (-86.60) (-68.35) (-40.42)
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