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Abstract 

In this paper, we extend the five-factor model in Fama and French(2015) with the EGARCH-

typed volatilities in Nelson(1991) and the SSAEPD distribution in Zhu and Zinde-

Walsh(2009). MLE is used for parameter estimation and AIC for model comparison. 

Simulation results show our MatLab program is valid. Empirical results find out 1) Fama-

French five factors are still alive! 2) Our new model has better in-sample fit than the one in 

Fama and French(2015). 

Keywords: Fama-French Five-Factor Model(FF5F), Standardized Standard Asymmetric 

Exponential Power Distribution(SSAEPD), EGARCH 

 

 

../../../../../../../Kathir/Asian_2/WebLayout/3/index.html


    AARJMD  VOLUME  4        ISSUE  4       (APRIL 2017)          ISSN  : 2319 - 2801  
 

Asian Academic Research Journal of Multidisciplinary 

www.asianacademicresearch.org 
 

References 

[1] M Chiah, D Chai, A Zhong. A better model? An empirical investigation of the Fama-French five-

factor model in Australia. Unpublished working paper. Monash University. 2015. 

[2] Yang, Y. A new Fama-French 3-factor model with EGARCH-type volatilities and SSAEPD 

errors. working paper, Finance Department, Economics School, Nankai University, P.R. China, 

2013. 

[3] Yang Mu. A new 4-Factor model considering momentum factor, Fama-French 3-factor, SSAEPD 

errors and EGARCH-type volatilities. Economics School, Nankai University. 2015, 5. A Disser-

tation Submitted for the Degree of Bachelor. (In Chinese) 

[4] Zhu D, Zinde-Walsh V. Properties and estimation of asymmetric exponential power distribution. 

Departmental Working Papers, 2007, 148(1):86-99. 

[5] D B. Conditional heteroskedasticity in asset returns: a new approach. Econometrica, 1991, 

59(2):347-70. 

[6] Neyman J, Pearson E S. On the problem of the most efficient tests of statistical hypotheses. 

Philosophical Transactions of the Royal Society A: Mathematical, Physical and Engineering 

Sciences, 1993, 231 (694-706): 289-337. 

[7] Sharpe, W.F. Capital Asset Prices: A theory of market equilibrium under conditions of risk. 

Journal of Finance, 1964, 19(3), 425-442. 

[8] Lintner B J. The valuation of risk assests and the selection of risky investments in stock port-

folios and capital budgets. Review of Economics and Statistics. 1965, 47(1), 13-37. 

[9] Fama E F, French K R. A five-factor asset pricing model. Journal of Financial Economics, 2015, 

116(1):1-22. 

[10] Fama E F, French K R. The cross-section of expected stock returns. Journal of Finance, 1992, 

47(2):427-465. 

[11] Fama E F, French K R. Size, value, and momentum in international stock returns. Journal of 

Financial Economics, 2012, 105(3):457-472. 

[12] Fama E F, French K R. A four-factor model for the size, value, and profitability patterns in stock 

returns. Ssrn Electronic Journal, 2013. 

[13] Fama E F, French K R. Dissecting anomalies with a five-factor model. Unpublished working 

paper. University of Chicago and Dartmouth College, 2014. 

[14] Fama E F, French K R. International tests of a five-factor asset pricing model. Social Science 

Electronic Publishing, 2015. 

[15] Carhart M M. On persistence in mutual fund performance. Journal of Finance, 1997, 52(1):57-82. 

[16] Harvey A, Sucarrat G. EGARCH models with fat tails, skewness and leverage. Computational 

Statistics & Data Analysis, 2014, 76(76):320-338. 



    AARJMD  VOLUME  4        ISSUE  4       (APRIL 2017)          ISSN  : 2319 - 2801  
 

Asian Academic Research Journal of Multidisciplinary 

www.asianacademicresearch.org 
 

[17] Hou K, Xue C, Zhang L. Editor’s choice digesting anomalies: An investment approach. Review 

of Financial Studies, 2015, 28(4):650-705. 

[18] Hou K, Xue C, Zhang L. A comparison of new factor models. Social Science Electronic Pub-

lishing, 2014. 

[19] Harshita, Singh S, Yadav S S. Indian stock market and the asset pricing models. Procedia 

Economics & Finance, 2015, 30:294-304. 

[20] Bali, Turan G., and Nusret Cakici. Value at risk and expected stock returns. Financial Analysts 

Journal, 60.2(2004): 57-73. 

[21] Chan H W, Faff  R W. An investigation into the role of liquidity in asset pricing: Australian 

evidence. Pacific-Basin Finance Journal, 2003, 11(5):555-572. 

[22] Liu W. A liquidity-augmented capital asset pricing model. Journal of Financial Economics, 2006, 

82(3):631-671. 

[23] Griffin J M. Are the Fama and French factors global or country specific? Review of Financial 

Studies, 2002, 15(3):783-803. 

[24] Chai D, Faff  R W, Gharghori P. Liquidity in asset pricing: New Australian evidence using low-

frequency data. Australian Journal of Management, 2013, 38(38):375-400. 

[25] Harvey C R, Liu Y. Lucky factors. Social Science Electronic Publishing, 2015. 

[26] Yanlin He. An improvement of Fama French three-factor model based on State Switch infor-

mations. Chinese Journal of Management Science, 2008, 16(1):7-15.(In Chinese) 

[27] Chan H W, Faff R W. Asset pricing and the illiquidity premium. Financial Review, 2005, 

40(4):429-458 

 


