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A#olt}, Beta:= Fama, Macbeth(1974)2] WHo=z AAkst 3671€
% A7 s AA2 7, MOMES t-2 9%H t—1297149 11449
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FoE, 9 1399 EAAte® e 3k, PRFE SlE X9 wE 0"01]/\1

Aot BE WHEE 9 5% YA 3} (winsorization) & Y3 9]

mean  std min P1 P5 P10 P25 Median P75 P90 P95 P99 max
Beta 0.99 0.50 -0.73 0.00 0.22 0.35 0.63 0.96 1.31 1.67 1.90 2.29 2.58
BM 1.46 1.28 0.14 0.17 0.27 0.37 0.64 1.11 1.87 291 3.67 6.89 10.24
SIZE 18.11 1.36 14.22 15.38 16.08 16.45 17.16 1798 18.92 19.98 20.80 21.45 21.72
MOM 0.02 0.05 -0.17 -0.09 -0.05 -0.04 -0.02 0.01 0.04 0.08 0.11 0.18 0.1
INV 0.04 0.10 -0.24 -0.15 -0.10 -0.07 -0.02 0.02 0.08 0.18 0.24 0.39 0.1
PRF 0.10 0.27 -0.94 -0.58 -0.26 -0.15 -0.01 0.07 0.19 0.36 0.55 1.05 1.98
Number of
firm —month
observation 456945
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Equity Value Size Momentum Investment Profitabilty
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t—stat —-1.09 6.32 —-6.71 —1.35 7.36 12.18
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of that daAeld Fefsild ‘IMF 713k (0871 & £WA, 2016)

<& 3> Bai—Perron UE7ZxW3 A3 23

¥ 32 Bai—Perron #AAY AF}E HAFT, dd AE Bai—Perron 7o 3t
AR EAZS HolFEUT UDmax ¢ WDmax = ‘TxH¥s7 gtf = AVIMA=E,
pEAsL o B bR ndshs AREATIN, fol8 A9 AFLL
148 supF(UL+ 1) > TR AIF LN & AFUMER, T et
LA & dy7id® mdsts A8 8AZel, fo8 4¢ AF7HEE AA gt BICe
Yao (1988) 7} #| Al gt wlo]=]QF A ¥ 7]F (Bayesian Information Criterion) o] ™, LWZ+&=
Liu, Wu, and Zidek(1997)°] A|A[g 7N BICoIth. #= 10% F<olA, == 5%
FEAA, w19 Sl F249S YeRdh

g A: Bai—Perron A4}
T3t A TAF

HAETAZF supF#t Pk
UDmax 137.02%%x% <0.0001
WDmax 146.87 %% <0.0001

<214 7374 (Sequencial Procedure Test)
supF(L+1|L) P%k
0 137.02%%x <.0001
1 63.9 2% <.0001
2 19.07 0.5894
AuE TEws 5
Sequential 2
BIC 2
LWZ 0
Jid B: W3 Al 2 Al
7w A RE: 5% #4o4% 4977
1997Jul 1997Apr — 19970ct
2 2000Apr 2000Feb - 2000Jun
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<E 4 39 /15 JPTue L gA
£ 4% W) 190G FEA8 AFOR U a9l e 6 20l AYEuds 80 a o 99 RS Ueic aY Add, 2
guzenee A9 LEFolgel bl 649 UEden Fuw ANT ol 9 18712 YAFolB)e BEgolt. Bs e
TE Ao, Ao 0o A A AR, v 100 B, il o oA, rers 1% Aol fo A8 e
BAA, ot $U% Fud 874 9 AW gl ofF Fuw FEolth Mean® HF 71l A Frgtold, Std, Dev,= AP 71719 AR
EZEAz oI},

g A 39 7)7re] 6 Q9 93 Zau]o

39 717k Equity Value Size Momentum Investment Profitability
1 —0.60 0.80%x:x —0.84 #xx —8.27 1.58#%x 2.5 8%
(=0.97) (3.70) (=3.07) (=0.79) (2.77) (3.81)
5 —2.71 0.94 = —2.69%x 1.42 4.41 0.24
(=0.98) (1.93) (—2.46) (0.08) (1.61) (0.18)
3 0.04 0.4 3w — 0.7 0% —3.58* 3.68 %% 5.7 Q%%
(0.19) (4.91) (=7.02) (=1.79) (7.18) (12.86)

g B: (Zig] Jobd F

a1 71%k Mean Std.Dev. P5 P10 P25 Median P75 P90 P95
1 1.57 0.19 -2.01 —1.24 -0.17 1.14 2.85 4.54 5.88
2 9.65 0.66 -6.92 —1.57 4.31 8.65 12.03 16.67 22.4
3 2.64 1.17 —0.84 —0.53 —0.09 0.51 1.48 3.43 5.26
AA717F 2.84 1.07 —1.03 —0.59 —0.08 0.62 1.93 4.66 7.31
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Abstract

A study on
risk premium and break risk

Moonhoe Kim
Department of Finance
The Graduate School

Seoul National University

I use method of Bai and Perron (1998, 2003) to verify the

structural break point to confirm the change of risk premia in the
Korean stock market. In addition, according to the methodology of
Smith and Timmermann (2022), I construct ‘break risk factor’, which
is the degree of firm’s exposure to structural break. I use Fama—
Macbeth regression analysis to show that break risk factor earns a
premium comparable to that of commonly used risk factors.
As aresult of the study, I confirm two structural changes in 1997 and
2000, which affect the size, value, investment, and profitability
factors. I also confirm that the break risk factor is significant through
the Fama—Macbeth regression analysis, and the long—short portfolio
by sorting break risk factor earns a monthly return of 2.3%.

Keywords : risk premium, structural break, break risk factor, Korean
stock market
Student Number : 2021—-24531
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