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Table 1

Comparison of actual and approximate log real returns

Return France Germany
S.D. Correlation S.D. Correlation
with 7y, with 71,
Actual 0.0787 1.0000 0.0499 1.0000
Approximate 0.0768 0.9090 0.0510 0.9193
Table 3
Constant excess returns model for France and Germany z, = [§,,Ad,,r,]
Return horizon (months)
1 3 12 36 48 ®
(a) France
Wald statistic 159.487 121.156 99.604 77.456 75.625 75.654
( p-value) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
a(8')/a(8,) 0.9673 0.9089 0.7434 0.6026 0.5807 0.5591
(S.E.) (0.0057) (0.0169) (0.0622) (0.1262) (0.1359) (0.1430)
Corr(8',,8,) 0.9945 0.9879 0.9230 0.7738 0.7439 0.7151
(S.E.) (0.0004) (0.0021) (0.0248) (0.0989) (0.1179) (0.1374)
oa(h'y)/o(hy,) 0.9823 1.1186 1.1736 1.2339 1.2306 1.2214
(S.E.) (0.0447) (0.0737) (0.1178) (0.2090) (0.2217) (0.2288)
Corr(h’y,.hy,) 0.8562 0.8768 0.6697 0.4966 0.4764 0.4597
(S.E.) (0.0398) (0.0324) (0.0732) (0.1023) (0.1053) (0.1068)
Return horizon (months)
1 3 12 36 48 £
(b) Germany
Wald statistic 98.574 87.169 75.905 47.873 42.435 35.814
( p-value) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
a(8')/a(8,) 0.9766 0.9325 0.8458 0.9268 0.9624 1.0098
(S.E.) (0.0099) (0.0309) (0.1069) (0.2196) (0.2554) (0.3221)
Corr(8',.8,) 0.9936 0.9790 0.8058 0.3189 0.1963 —0.0103
(S.E.) (0.0006) (0.0046) (0.0617) (0.2509) (0.3034) (0.4021)
a(h'y)/a(hy,) 1.0402 1.1212 1.1552 1.3637 1.4078 1.4421
(S.E.) (0.0654) (0.0983) (0.1250) (0.2603) (0.3032) (0.3711)
Corr(h'y,,hy,) 0.9284 0.9203 0.7655 0.4505 0.3788 0.2582
(S.E.) (0.0243) (0.0292) (0.0597) (0.1346) (0.1600) (0.2214)




Table 4

VAR estimates

for market volatility (CAPM) model (S.E. in parentheses)

(a) France
Dependent
variable

Explanatory variable

S, S,—2 S—3 S, a4 Ad, Ad, -
3, 1.154 —0.418 0.359 — 0.090 —0.012 0.201
(0.063) (0.133) 0.142) (0.084) 0.120) (0.103)
Ad, 0.022 — 0.160 0.110 0.020 0.086 — 0563
(0.035) 0.067) (0.073) 0.042) (0.076) 0.082)
¥ 0.025 0.043 — 0.058 — 0.003 0.017 — 0.034
(0.015) (0.034) (0.032) 0.014D) (0.023) 0.020)
Ad, 5 Ad,_ 4 Vi Vi_> V,_a Vi_a
3, 0.091 0.171 0.428 — 0.665 —0.148 — 0.168
€0.099) ©.113) 0277 €0.455) 0377 ©283)
Ad, 0.151 — 0.286 0.036 — 0.095 — 0.085 0.112
(0.079) (0.079) (0.134) (0.199) (0.154) (0.085)
v, 0.006 — 0.042 0.041 0.245 0.121 0.001
(0.013) 0.022) 0.071D) 0.121) 0.117) (0.076)
(b)) Germarny
Dependent Explanatory variable
variable 5, EY 5_ 4 5. Ad,_, Ad,_,
5, 1.136 ~ 0230 0.147 ~0.056 —0.031 0146
(0.063) (0.082) (0.093) (0.076) 0.117) (0.128)
Ad, — 0.020 —0.081 0.092 — 0.000 0.078 — 0.486
(0.015) 0.026) (0.034) 0.021) (0.048) (0.0841)
v, 0.013 — 0.015 0.000 0.003 —0.018 0.015
(0.006) (0.010) (0.013) (0.011) (0.012) 0.015)
Ad,_5 Ad,_ 4 Vi V> V._s Vi—a
5, —0.037 0270 1.788 ~0213 0.108 —~1.068
(0.139) 0172 ©.513) 0.419) 0.651) ©.637)
Ad, 0.082 — 0.329 —0.120 —0.082 0.479 — 0.168
(0.048) (0.067) (0.118) (0.143) (0.152) (0.165)
v, — 0.007 —0.023 0.065 —0.047 0.177 0.130
(0.014) (0.013) (0.063) (0.057) (0.091) (0.094)
Table 5
Market volatility (CAPM) model for France and Germany z, = [§,,Ad,.V;]
Return horizon (months)
1 3 12 36 48 s
(a) France
Wald statistic 108.698 83.047 98.980 101.928 103.000 104.055
( p-value) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
a(8')/a(8,) 0.9977 0.9905 0.9545 0.9166 0.9105 0.9048
(S.E.) (0.0048) (0.0151) (0.0541) (0.0947) (0.1011) (0.1069)
Corr(8°,,8,) 0.9957 0.9942 0.9943 0.9941 0.9941 0.9941
(S.E.) (0.0002) (0.0006) (0.0008) (0.0009) (0.0010) (0.0010)
(') a(hy,) 1.0239 1.2586 1.2238 1.1916 1.1871 1.1828
(S.E.) (0.0309) (0.0615) (0.0797) (0.0984) (0.1019) (0.1052)
Corr(h’y,.hy,) 0.9323 0.9276 0.9293 0.9264 0.9260 0.9256
(S.E.) (0.0170) (0.0151) (0.0165) (0.0178) (0.0181) (0.0183)
Return horizon (months)
1 3 12 36 48 o
(b) Germany
Wald statistic 89.155 89.723 135.559 166.729 172.714 180.512
( p-value) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000)
a(8')/a(8,) 0.9813 0.9364 0.7663 0.5307 0.4754 0.3867
(S.E.) (0.0093) (0.0315) (0.0990) (0.1689) (0.1791) (0.1861)
Corr(8',.8,) 0.9948 0.9930 0.9923 0.9885 0.9868 0.9822
(S.E.) (0.0004) (0.0015) (0.0020) (0.0056) (0.0078) (0.0145)
a(h'y)/o(hy,) 1.0463 1.1142 0.9400 0.7499 0.7088 0.6468
(S.E.) (0.0475) (0.0701) (0.1002) (0.1327) (0.1331) (0.1234)
Corr(h’y,.hy,) 0.8998 0.9037 0.8906 0.8418 0.8225 0.7812
(S.E.) (0.0251) (0.0289) (0.0360) (0.0678) (0.0835) (0.1143)
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Fig. 1. Comparison of actual and theoretical

returns model): (a) France and (b) Germany.
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Fig. 2.

Comparison of actual

and theoretical log dividend—price ratios [market volatility (CAPM)
model]: (a) France and (b) Germany.



Market Volatility in France and Germany
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Fig. 3. Market volatility in France and Germany.
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Fig. 4. Approximate and theoretical one-period returns (constant excess returns model): (a) France;
and (b) Germany.
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