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Abstract

The Growth Enterprise Market (GEM) was launched on October 23, 2009. As an
important complement to Main-Board market, the GEM is being heralded as an
important step forward for China’s stock and capital markets. However, there is still
few empirical study of the growth enterprise market in domestic. There is
all-important significance in both theory and practice for studying on Asset Pricing
Theory. This article uses several foreign theoretical models and research findings to
study The Growth Enterprise Market in order to establish a practical and effective
pricing model in GEM, which helps investors to make decision.

This dissertation makes a systematic analysis and summarization about the Capital
Asset Pricing Model, Fama-French Three-Factor Model and the Pricing Model Based
on Habit Formation and Adjust Cost. Based on the theoretical model analysis, this
study empirically tests determinants of the yield of the risky assets in GEM.

Empirical result shows that CAPM in the Growth Enterprise Market is not
effective, which is different from some recent domestic results. According to the test
result, there is no direct relation between beta and stock return. Empirical analysis of
Fama-French Three-Factor Model indicates that the three factor model has high fitting
degree and applicability in GEM. However, the explanation power of those pricing
factors is different, Market beta is the strongest, HML follows, and SMB is the
weakest. Meanwhile we find that small firm effect and value effect do exist in the
sample period. In other words, small-caps stocks have performed better than large-cap
historically and value stocks have performed better than growth stocks historically.
Empirical test on HAM shows that HAM is more available than the prior two models
and the effects of Market Risk Premium, Adjust Cost, Book to Market Ratio and

Enterprise’s Performance on stock returns are significant.

Key Words: Asset Pricing; Growth Enterprise Market (GEM); Empirical Analysis
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