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The work presents methods of fitting CAPM. The method fitting is 
needed to get along with what serves as input and what is expected as 
output of asset pricing.

The goals of asset pricing models is are describe the causality that 
determines pricing, understanding the ways in which the process of 
pricing can be decomposed, represented, understood, evaluated. As 
well as studying what is cannot appear by strictly determined asset 
pricing models, or what can be considered as an anomaly in the pric-
ing process, as well as a principles of pricing, that empirical markets 
and market’s models needs to obey. In work is accented on the CAPM.

CAPM was chosen because it is basic financial pricing model. 
That well represented in literature and presented from different angels. 
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CAPM provides asset pricing, by decomposing asset’s return into two 
parts, first is return, that uncorrelated with market premium, second is 
return appeared from assets attachment to market premium.

Ri = Rf + bi · (Rm – Rf).	 (1)

Where Ri is total return of asset i, Rf a component that indifferent to 
market premium, bi · (Rm – Rf) a component that derived from attach-
ment to market premium, βi is attachment of asset’s return to market 
premium return.

The main assumption that builds asset pricing:
•	 mean-variance efficiency: investors operate by maximizing 

a portfolio’s return for a given level of risk, or by minimizing risk for 
a given level of return. What investors are interested in is the rate at 
which they can exchange an increase in expected return for a decrease 
in risk, and vice versa. What leaves investor with efficient frontier: the 
curve of efficient portfolios that presents best combination of expect-
ed return for a given level of risk or minimal risk for a given level of 
expected return, that can be achieved from available assets. So that in-
vestor’s alternative choice will be represented by the efficent frontier. 
Further will comes assumptions that transforms the efficient frontier 
into the CML, capital market line [2];

•	 an existing asset that has no connection to market volatility and 
still provides some income (risk-free rate) available to each investor, 
with unlimited borrowing and lending opportunities. This kind of as-
set introduces a correction to the set of investor’s alternative choice, 
and such a market would be represented as a straight line;

•	 no information asymmetry among investors. Investors interpret 
their alternative choices identically, but investors are differs in their 
risk aversion. This ensures that all investors perceive the alternative 
choice of investment decisions in the same way, which causes the tan-
gent portfolio to line up with the market portfolio.

So the efficient frontier is transformed into a line due to its con-
nection with the risk-free rate. The set of alternative choices reduced 
to a straight line: the CML (Capital Market Line). This line represents 
a linear connection between two separate sets the risk-free rate and the 
efficient frontier and provides the best alternative choices. The CML 
is tangent to the efficient frontier and passes through the risk-free rate. 
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The slope of this line represents the best rate at which investors can 
exchange amount of risk for expected return.

A portfolio that lies on the tangent to the efficient frontier is called 
the tangent portfolio. This portfolio, combined with the risk-free 
rate, helps investors achieve the CML. The tangent portfolio is de-
fined by the Sharpe ratio, which represents the most “efficient” rate of  
exchange between amount of risk and expected return.

The tangent portfolio is the market portfolio. It happens to be sci-
ence there is no informational asymmetry and investors differ in their 
risk aversion, their alternative choice of investment is the same: a com-
bination of the risk-free rate and the tangency portfolio. As a result, 
all investors allocate their funds to the same assets, which reshapes 
the efficient frontier into a less convex curve. Over time, this process 
continues until the efficient frontier transforms into a straight line.

The purpose of CAPM tests is to check whether the pricing reali-
zation from period t – 1 to t aligns with the CAPM model. There are 
two primary methods used to test whether asset pricing corresponds 
to the model. The first is the cross-sectional regression method, which 
employs cross-sectional regression to verify whether the estimated 
market premium and risk-free rate significantly differ from empirical 
realization. The second is the time series method, which assesses the 
statistical significance of the intercept in a time-series vector regres-
sion. This work will try to review one of these methods[1].

As previously mentioned, this work is focus on one method of  
testing CAPM, the cross-sectional regression method. 

The first step is to estimate the beta parameters of assets through 
a time-series regression. 

Ai – rf = ai + bi · (rm – rf).	 (2)

Next, aggregate assets into value-weighted portfolios sorted by be-
tas. This step is necessary to reduce the large confidence intervals for 
individual betas and since beta is a random variable, there is no defin-
itive understanding of its “true” value. Aggregating betas into diver-
sified portfolios with similar values of betas helps mitigate estimation 
error.

The next step involves a cross-sectional regression, where betas 
serve as regressor and asset returns serve as the regressand. The inter-
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cept is interpreted as an estimate of the risk-free rate, and the slope is 
interpreted as an estimate of the market premium.

	 (3)

Where  estimate of risk-free rate,  estimate of market portfo-
lio. The regression is indexed by i.

Test estimates of risk free rate  and market primium  on how 
statistically significantly differ from empirical parameters μt, γt [1].

Generalizing model CAPM is provides understanding of asset pric-
ing process, how instrument of portfolio management.

List of sources used

1.	 Eugene F. Fama. Cross-Section Versus Time-Series Tests of Asset Pric-
ing Models. 2015. URL: https://papers.ssrn.com/sol3/papers.cfm?ab-
stract_id=2685317.

2.	 Eugene F. Fama, Kenneth R. French. The Capital Asset Pricing Model: 
Theory and Evidence. 2003. URL: https://papers.ssrn.com/sol3/papers.
cfm?abstract_id=440920.

ТЕОРЕТИЧНІ ПІДХОДИ ДО ОЦІНКИ ПОТЕНЦІАЛУ  
РОЗВИТКУ ПІДПРИЄМСТВА НА ОСНОВІ  

ЙОГО КОНКУРЕНТНИХ ПЕРЕВАГ
Д. Маліношевський, студент спеціальності Менеджмент, 
МАм-11;
Ю. Нестуля, аспірант спеціальності Економіка;
О. Бойко, аспірант спеціальності Менеджмент
Полтавський університет економіки і торгівлі

З метою оцінки стану розвитку підприємства актуальною 
є потреба дослідження його потенціалу розвитку на основі кон-
курентних переваг та зведення їх до одного інтегрального показ-
ника. Це стосується всебічної оцінки стану управління потенціа-
лом розвитку підприємства на основі показників його фінансової, 
господарської, інвестиційної діяльності, об’єднавши їх до складу 
одного інтегрального  коефіцієнта. В основі такого підходу екс-
пертне оцінювання виявлених показників на основі кваліметрич-
ного аналізу. Кваліметрія є інструментом кількісного оцінювання 


