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Abstract

This article takes July 2006 to June 2022 as the research interval, selects 8 predictive factors, con-
structs 35 investment portfolios including market portfolio, industry portfolio, book to market ra-
tio portfolio, and size portfolio, and uses the generalized least squares method to explore the
in-sample and out-of-sample predictability of each factor on the return rate of each investment
portfolio. Research has found that: 1) There is no book to market effect in the Chinese stock mar-
ket, but it is to some extent consistent with the size effect. 2) The cash flow to price ratio, dividend
to price ratio, and earnings per share price ratio factors have strong predictive power both
in-sample and out-of-sample, while the inflation rate and stock volatility factors have poor predic-
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tive power both in-sample and out-of-sample. Most of the factors have consistent predictive re-
sults both inside and outside the sample.
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Table 1. Definition of main variables
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Table 2. Descriptive statistics for market and industry investment portfolios
i 2. MIARITIIZ BE AR ST 2

HeE ¥IME % 100 H{H % 100 FrifEZ i 22
Total 2.14 2.24 0.09 -0.11
A 2.23 1.80 0.11 0.12
B 1.88 0.66 0.12 0.39
C 2.43 2.85 0.09 -0.09
D 1.35 0.77 0.09 0.29
E 1.80 0.86 0.10 0.57
F 1.81 1.67 0.09 0.05
G 0.97 0.65 0.08 0.33
H 1.63 0.43 0.11 0.15
I 2.02 1.89 0.10 0.16
J 1.51 0.41 0.10 0.46
K 1.85 0.14 0.11 0.52
L 1.74 1.57 0.11 0.48
N 1.40 1.86 0.10 0.00
R 1.24 0.78 0.10 0.14

Table 3. Descriptive statistics of book to market value ratio of investment portfolio
3. WEmEIR A SRR ST E

ey ¥ x 100 Hi{E % 100 it 22 i 22
BM1 2.33 2.55 0.09 -0.10
BM2 2.09 251 0.09 -0.30
BM3 2.03 2.09 0.09 0.05
BM4 2.23 2.13 0.10 0.14
BM5 1.89 2.01 0.09 0.09
BM6 2.07 1.63 0.10 0.21
BM7 1.86 1.43 0.09 -0.04
BM8 1.90 1.74 0.10 0.32
BM9 1.95 1.26 0.09 0.34
BM10 178 1.16 0.09 0.12

T E A G P AI A 1.76%% 2.14% 8], SIZE1-SIZES5 W35~ 1E(E, SIZE9-SIZEL0 )
i FE 25 M A, Ul B R T A 2 A R AR U 2 i /N T AL 2 At ) i e, b Ak, SRR A bR HEZEBEE T
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Table 4. Descriptive statistics for size value investment portfolios
4 MERFAANERMESITE

HeE ¥IME % 100 H{H % 100 FrifEZ i 22
SIZE1 3.14 2.33 0.11 0.36
SIZE2 2.68 2.08 0.11 0.32
SIZE3 2.88 2.33 0.11 0.29
SIZE4 2.56 2.78 0.10 0.31
SIZE5 2.25 2.26 0.10 0.17
SIZE6 2.51 2.49 0.10 0.02
SIZE7 2.05 2.23 0.09 0.09
SIZES 2.17 1.92 0.09 0.16
SIZE9 2.23 2.02 0.09 -0.02
SIZE10 1.76 1.74 0.08 -0.09

5.2. i ERIE

AR R 2R R R A BARTE M R . B AT TR .l U A AR 1
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(ARCH) F2. %A IR 2 i e KB ECh 10, @5 LM RIS F Siit &K, BT DE. INF
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MIFEAR N IGSE FoKE, CFP Al DY HITM AR Sl w7 LA T 9 AR 8 Mk & ifiai . H
& DP FH EP BB, AT RATRIN 5 M7 A I A 2 . MTIIE R A S IGE R TR R R, F8
e BAEAE B ARG, Ao bR, e dlb A R S R T R s AL, YRR 5 AT
TR, 55 372 VA SRl 2 B AN BE R TR AT ML . SRSk, EP. DP. DY. CFP (Tl BT, BM.
DE. INF. SAVR & Tl {4 fe s 2 1 5

T T T B LA B2 G W SEESE Rk 6 fis . IR FIFEAR KT IR 45 kG, DY RITUIIGE /) S lf
REME TN 4 MERA G HUEE R, HikE BM. EP. DE BT, HWREW TN 2 MERA SRR, He
K7 BT g 18 % . ST RAT A AT 25 AL, DP. CFP A7l ae /) 234 B4 {1k, DE
TR TR ST iR T o MFR R 2H G IR A K A T AR BE R, BM2 2H & (RS0 2 26 1R A T M 55, BMIS
BM5. BMO ZH-& e o 14 PR B 22, AN RS HAETIR 77l . Aok, EP. DE. DY. BM KTl
MFEDELF, DP. CFP. INF. SAVR J& il it fe s = 1 K 1.
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Table 5. In-sample testing of market and industry investment portfolios
5. MIARATIIR ZFE A AR

He& BM DE DP DY EP CFP INF SAVR
Total 1.34 0.29 2.82"" 3.54™" 1.92 177" 0.20 -0.84
A 2.577 0.94 2.86"" 2.65™" 0.72 1.82" 1.97" 0.03

B -0.15 -0.07 1.92 2177 1.99” 1.98™ -0.33 -0.22
C 2.10™ 0.8 352" 412" 2.26™ 4117 0.05 -0.73
D 0.62 0.28 2.01" 2.24" 1.02 1.2 0.23 -0.7
E 0.46 -1.28 0.64 0.96 0.93 1.717 0.59 -0.45
F 0.16 0.17 1.4 1.70° 1.16 3337 1.2 -0.1
G 1.45 -0.46 1.54 1.87" 1.68" 1.34 1.06 -1.28
H 1.34 -0.17 1.55 2.00™ 0.5 1.41 0.79 -1.18
I 2.59" -0.74 3317 3.59™" 3.21™ 3.08™ 1.41 -0.47
J -0.27 -0.5 0.22 0.58 1.21 0.16 0.08 -0.88
K 0.11 0.06 -0.01 0.17 0.65 -0.5 0.34 -0.77
L 1.43 -0.63 0.11 0.49 0.24 -2.00" 1.07 -0.09
N 0.6 -0.39 1.62 1.54 2.00” 2917 1.38 -0.25
R 0.51 0.51 0.17 0.1 0.74 2.317 0.21 -0.18
Table 6. In-sample test results of book to market ratio investment portfolio
= 6. AT AR FRAARIEARRKRE
Y45 BM DE DP DY EP CFP INF SAVR
BM1 121 2797 0.99 1.35 2.307 0.50 -0.56 -1.19
BM2 2737 1.26 ~1.48 1.68" -1.86" 0.05 0.36 -3.35
BM3 0.32 -0.23 -0.22 1.61 0.52 -0.28 0.34 -2.28
BM4 -0.02 -1.75" -0.81 0.90 0.64 -0.26 0.51 -2.72
BM5 -0.22 -0.13 -0.98 1.42 0.00 -0.62 0.65 —2.63
BM6 -0.30 -0.57 -0.05 213" 0.80 1.53 -0.02 -2.11
BM7 —0.44 0.67 -0.19 2.357 0.32 0.14 0.52 -2.32
BMS -1.29 0.01 -1.19 1.15 -0.51 0.25 0.41 —2.26
BM9 -0.83 0.05 -0.76 1.91 0.01 0.11 0.04 —2.34
BM10 -1.70" 1.29 -0.62 1.53 -1.40 0.67 1.12 -2.58

M EHR AL AR SAES RAE 7 Frn. WBETFRIREANRREIRKRE, DY AWM RiFHE T,
FLREMS TN 6 MNMAG AR . UG CFP ORI DP (X7, &Sl DIF 2 M5 i aiZ, INF
A SAVR N7 HNBE I8z, ARETIMAEMALE et 2. AR AL Gt RN p AR, SIZE2
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HAA I R, AT 3 AN, SIZE4 H-A TP 2, AT . kR
i, CFP. DP. DY [WTiMZ=EIELTF, BM. DE. EP. INF. SAVR J& Tl fe i 22 3+ .

Table 7. In-sample test results of size value investment portfolios
F 7. MERFESERRKIE

HE BM DE DP DY EP CFP INF SAVR
SIZE1 -0.39 -1.86" -0.47 -0.07 0.53 0.91 -0.97 0.15
SIZE2 -2.88™" -0.72 -2.10" 1.51 -0.66 1.70° -0.25 -2.28
SIZE3 -3.31 -0.71 -1.84" 0.76 -0.55 0.68 -0.25 -1.61
SIZE4 -2.51 -1.05 -1.56 1.25 -0.18 1.41 0.05 -1.69
SIZE5 -2.22 -0.74 -0.75 2.20” 0.34 1.18 0.01 -2.22
SIZE6 -2.12 -0.71 -0.98 1.69 0.27 0.91 0.02 —2.69
SIZE7 -2.11 -0.07 -1.06 1.68" -0.03 0.73 0.34 -2.50
SIZES -2.35 0.27 -0.79 2.13" -0.40 1.52 0.47 -3.04
SIZE9 -2.62 0.11 -0.88 2.02" -0.30 0.70 0.45 -2.59
SIZE10 -1.67 1.39 0.70 3.43™ -0.78 1.72" 0.57 -3.48

R ERTIR, HBEHHA IR NI R A

1) DY A FHTRIGE /1 fenk, Refs T 19 MR A%, CFP. DP. EP F-FITRINGE /13
W, FTLATRI 8 AL R EA SR, Hrh EP ZEAT VAR 20 & DL U [ 48 L 44 rh R B
CFP H1 DP fEAT ML Bt H & I T EZH & h R I LF,  INF F1 SAVR K1 B N e )85 2%

2) MR, (5B WG BEARMS L, &, MR, 4. dole, Sk S . ki niE
Fel A BM2 FITT{E L& SIZE2 f TRINFE BE B ok, Se/b I 3 /NERIF- T30, el 55 b b 45 B 441
A, IKHETELLA A BM3, BM5. Fll BMO, Ti{EHAA SIZE4 FI FME 5 25, ASBEMEATAT K1 T30

5.4. BARIMELE

AR FT X TH] 2006 4F 7 H & 2022 4% 6 375 il sy, wi=E84r 2006 4F 7 H 42 2014 4 6 1
NREARAS T, JE RSy 2014 45 7 H & 2022 45 6 HOAREARTIN . AN, RE KT 0 H MFSE 4t
THE S E VOB 7 B RSN . 7 RS M IR 25 R a0 N R . % 8 £W], BM. DP. DY,
EP. SAVR [HF ] X iU s R kAT A B FEAR SN . fEAT AR T4, EP RF1I T 8 M1k
AR, FEASMIMRE i, HKGZ DY CFP K, —HBWW T 4 Mkl R, KiEiskh.
A AT Ol #5520 & RIRE ARSI BE e, AETE A DOl, SO, B BRI, KR FREERI A
LA ENY, R MR, B D, FRGTRIRS SRS, SROIIREAR SN R Ty i 22 . SR E, EP.
DY. CFP {JTiiM#E I E:4F, DE. INF. SAVR fTMNFIE %

M T T P A DR A IR AR AN IR 45 SR N3 9 s 45K, K DE BIMEAHMIN e /) ik,
FReme T 7 MR AR E . BT CFP BUREARSM N GE /1 H U, mIT 5 MR FEAH & IR 2,
K7 SAVR FEARSMIINGE 12 . B4 A BM6 BRSNS i I 4LA, gk 6 AN 1,
BM1 1 BM2 H & HIFEASN IR I, ANReRAE R 7. S4A&Kui, DE. DP. CFP il % I
4F, INF. SAVR BT R BLR % .
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Table 8. Out-of-sample testing of market and industry investment portfolios
% 8. MIARATIIR L A RIHEARIME K

HE BM DE DP DY
RZ MFSE RS MFSE R2 MFSE RS MFSE
Total 0.05 1.83" 0.03 1.23 0.06 1.89" 0.08 241"
A 0.04 1.41 0.02 1.23 0.02 0.32 0.02 0.38
B -0.01 -0.14 -0.01 0.8 -0.11 -1.2 -0.22 -1.05
C 0.07 1.94 0.05 0.98 0.06 1.67 0.09 213"
D 0.01 1.3 0 0.82 0.03 2277 0.04 2.85™""
E 0 1.47 0.02 2.00” 0 1.51 0.01 1.81"
F 0.01 1.54 0.01 1.38 -0.02 1.15 -0.02 1.38
G 0.02 1.76" 0 1.56 0.03 2.13" 0.04 3.04™
H -0.03 0.26 -0.01 -0.21 -0.02 -0.27 —0.04 0
| -0.02 -0.96 0 1.76 0 -0.61 0.01 0.47
J -0.02 1.4 -0.02 1.8 -0.02 1.17 -0.01 1.36
K 0.01 1.72" -0.06 0.04 -0.03 2.34 -0.05 2.61
L -0.04 0.4 -0.07 0.17 -0.06 0.73 -0.07 0.71
N -0.08 0.37 -0.03 1.14 -0.01 0.25 -0.01 0.43
R -0.04 0.7 -0.02 0.68 —0.05 0.97 -0.04 1.21
HE EP CFP INF SAVR
RS MFSE R MFSE R MFSE Ras MFSE
Total 0.06 2.45™ 0.03 1.54 0.04 1.55 0.04 1.88"
A -0.06 0.31 0.01 0.23 0.05 0.85 0.01 0.56
B -0.11 -0.45 -0.21 -1.29 0 -0.05 -0.05 -1.09
C 0.06 1.87" 0.05 212" 0.05 1.46 0.05 1.53
D 0.02 1.71 0.02 2.03™ 0 1.03 0 1.27
E 0.01 1.82" —0.04 -0.47 0 0.82 -0.02 0.35
F 0.01 1.89 -0.08 -1.22 0.02 1.58 -0.01 1.06
G 0.03 2,677 0.02 1.66" 0.01 1.05 0.02 2.79™
H -0.01 0.23 -0.01 0.53 0.01 -0.11 0.01 1.12
I 0.01 1.74" 0.02 2.70™" 0.01 1.61 -0.01 1.4
J 0.01 1.98" -0.03 1.09 -0.02 1.33 -0.01 2.48
K 0.02 1.86" 0.01 1.87 0.01 1.47 0.02 1.96"
L -0.1 -0.07 -0.1 -0.16 -0.03 1.01 -0.07 0.28
N -0.08 0.59 0 0.36 -0.01 0.59 -0.02 1.21
R -0.02 0.85 -0.04 -0.86 -0.03 0.57 -0.02 1.07
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Table 9. Out-of-sample test results of book to market ratio investment portfolios
9. AT AR FA A RIREARIME T

HE BM DE DP DY

RZ MFSE RS MFSE R2 MFSE RS MFSE
BML1 0.05 1.33 -0.05 1.59 0.05 1.19 0.04 0.86
BM2 -0.16 -0.42 0.03 1.05 0.03 1.50 0.02 0.29
BM3 0.03 1.57 0.04 .71 0.03 1.56 0.04 2.33"
BM4 0.04 1.65 0.01 1.79 0.05 2.04” 0.03 1.28
BM5 0.03 1.75 0.04 1.93" -0.01 1.71 0.06 27137
BM6 0.04 2.55" 0.04 2.36" 0.03 2.06™ -0.03 0.18
BM7 0.04 1.73" 0.04 1.83" 0.04 1.77" 0.00 0.55
BMS8 -0.01 1.34 0.04 1.75" -0.01 2.50 0.02 0.90
BM9 -0.02 1.43 0.01 1.84" -0.01 1.53 0.03 3.29™
BM10 -0.25 0.11 -0.02 -0.41 0.02 1.91" -0.01 2.13
e EP CFP INF SAVR

R’ MFSE R’ MFSE R’ MFSE RZ MFSE
BM1 0.03 -0.10 0.06 1.24 0.04 0.93 0.04 0.81
BM2 0.02 1.31 0.05 1.17 0.05 1.25 -0.03 0.08
BM3 0.03 1.63 0.03 1.59 0.02 1.17 -0.03 1.12
BM4 0.04 1.57 0.04 1.88" 0.05 1.54 -0.05 0.60
BMS 0.02 1.73" 0.02 1.39 0.03 1.44 -0.07 0.84
BM6 0.03 1.94" 0.04 2277 0.03 1.95" -0.01 2.42
BM7 0.04 1.65 0.05 1.70 0.05 1.26 -0.03 1.01
BMS 0.02 1.81" 0.04 1.64 0.01 0.42 -0.04 0.94
BM9 0.00 1.58 0.02 1.69 0.02 1.53 -0.12 1.28
BM10 -0.16 -3.40 0.03 2.23" -0.01 0.94 -0.01 2.59

T EB R A A REARSME IS5 U2 10 Fias. DP. DE T IREA SN GE J1 s, 43 BT 1 8
ANFI 7 MR A U R 3R . FL VG EP AT CFP A1, SAVR AT IIREAS AR BE /7 B 25 . 3 W 41 & SIZEL
FIREAS SN TR B 47, BEME 7 AN T- T, SIZE7 414 RIREAS AN T 26 PR 2 . kK%, DE. DP.
CFP Tl R B %4, BM. INF. SAVR FFil 22 Il s 2 .

R ERTR, FEARSMG LRSS R T AN

1) EP EFEASMIUINEE J1 e W R T, AME AT DU T 37U i e AT RE AR AN TR, IR REXT 16 AN2H A ik
ATFEARSMIGN, INF. SAVR ZFEARSMITINRE /) 22 B K. [KF CFP. DP. DE HIFEASM I HLAH XT
R, ReZ/bWi 15 M A R F .

2) FEAHME TN B AT AR B & A S ilis . g A EO I R H &, BM6 A A,
SIZEL #wi G, HIgmrpl - H LA b IR il o

i
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Table 10. Out-of-sample test results of size market investment portfolios
2 10. AR EEESWHEEARIMELE

HE BM DE DP DY
RZ MFSE RS MFSE R2 MFSE RS MFSE

SIZE1 0.04 2.14™ 0.00 2.63 0.03 2.07" 0.03 1.88"
SIZE2 -0.01 2.41 0.04 2.307 0.03 276" 0.01 1.13
SIZE3 -0.07 1.70 0.04 1.81" 0.00 1.99™ 0.03 1.34
SIZE4 -0.05 1.61 0.03 177" 0.00 177" 0.04 1.04
SIZE5 -0.02 1.97 0.03 1.86 0.01 1.66 -0.01 -0.59
SIZE6 0.03 2.83" 0.06 1.98" 0.04 2.207 0.00 0.27
SIZE7 -0.03 1.28 0.03 1.34 0.01 1.49 0.03 0.82
SIZE8 —0.04 1.54 0.05 1.78" 0.03 1.87" 0.05 0.70
SIZE9 -0.05 1.51 0.04 1.91" 0.02 2.12" 0.05 0.95
SIZE10 -0.02 -1.57 0.02 0.45 0.04 268" -0.43 2.68

e EP CFP INF SAVR

R’ MFSE R’ MFSE R’ MFSE RZ MFSE
SIZE1 0.05 1.98" 0.05 214" 0.02 1.99” 0.03 1.92
SIZE2 0.02 1.98" 0.03 242" 0.05 2157 -0.06 0.93
SIZE3 0.02 1.78" 0.04 177" 0.03 1.46 -0.03 0.98
SIZE4 0.03 1.56 0.03 1.55 0.04 1.51 -0.03 0.84
SIZE5 0.03 1.56 0.03 1.84" 0.03 1.53 -0.05 0.70
SIZE6 0.04 1.48 0.04 1.71" 0.04 1.52 -0.03 1.39
SIZE7 0.03 1.30 0.03 1.37 0.04 1.24 -0.09 0.28
SIZE8 0.04 1.70" 0.03 1.30 0.02 0.79 -0.06 0.60
SIZE9 0.04 1.91" 0.05 1.70° 0.05 1.70° -0.05 1.36
SIZE10 0.03 0.23 —0.24 2.44 0.04 1.05 0.00 1.85
6. 45if

BT 2006 4F 7 H & 2022 4F 6 HHEYE A iy, RSO T dimdE . A E . IKinmiE R
HEMTHEAS, EI 8 NTMEFEFORE A ELL BRI SERE. REMKE. BREKRER. RSN
FE . BRI AE L BT Z . ISR AN E), B RIR SR I g vl K, RIE T AR K
T TE N, (HAE— @R LA T E RN, i X AN [F) 4 53 2 A A a8 R AT AR AR N S REAR SN
TR R SR A, DY, CFP. DP. EP [AF[FEA A FilllGE /%%, DE. CFP. DP. EP [MFEASMI
MIBE TR, INFL SAVR FIREA AN RE 035088022, KR 4 R REAS P AR Tl 25 SR B — Stk .

AL ANFHERI T AR FEFHIFEAR NS, E—2 R R T T 30 2 o0  E M i & e
DRI T, BV BT ORI MR AR . (BEAS — 20, ASSOIF S XA E 3 520 & D 1 Tl e
D12 S R REATHR ST, RIS IR U R 3R BN A R, B A5 S A7 B IR R 72
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