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Analysis of Beta Value and Stock Returns
The beta is used to measure the volatility of a given stock price in relation to the movement of the market prices. The market beta is assumed be equal to one, which means stocks with a higher beta than the market beta are more volatile to the market while the stocks with a lower beta than the market beta are less volatile to the market beta. Consequently, the stocks with higher beta value are considered to be more risky while the stocks with lower beta value are considered less risky. The empirical studies indicates that assets that are high risky have the tendency of giving high returns while the assets with the assets with lower risk have the tendency of generating low returns. Consequently, researchers have argued that stocks with high beta value tend to generate higher returns compared to the stocks with lower beta value. This presupposition can be demonstrated by the capital assets pricing model below that demonstrates the influence of the stock beta on the stock return.
Expected return = risk free rate + beta*(market return – risk free rate)
The formula above depicts that a higher beta will generate a higher expected return while a lower beta value will generate a lower expected return. This assumption has been challenged in determining if the beta value of a stock can signal the expected return of the given stock. Thus, the assumption that had been held by the researchers that stock with higher beta value gives higher returns compared to the one with a lower beta value has been assessed using the stocks under the Singapore Stock Exchange 50 (SSE 50). The returns and their responding beta value of the stocks under the (SSE 50) are reflected in the table below.
	Stock
	Stock Return 
	Stock Beta

	Shanghai Pudong Development Bank Co., Ltd.
	-1.32%
	0.81 (Reuters, 2018)

	China Minsheng Bank
	-1.30%
	0.96 (Reuter.com, 2018)

	Baoshan Iron & Steel Co., Ltd.
	-2.20%
	0.93 (Reuters, 2018)

	China Petroleum & Chemical Corporation
	-1.18%
	0.76 (Reuters.com, 2018)

	China Southern Airlines Company Limited
	-1.38%
	1.40 (Reuters.com, 2018)

	CITIC Securities Company Limited
	-2.58%
	1.76 (Reuters.com, 2018)

	China Merchants Bank Co.,Limited
	-1.48%
	0.82 (Reuters.com, 2018)

	Poly Developments and Holdings Group Co., Ltd.
	-1.66%
	1.73 (Reuters.com, 2018)

	China United Network Communications Limited
	-3.14%
	1.38 (Reuters.com, 2018)

	SAIC Motor Corporation Limited
	-.252%
	0.70 (Reuters.com, 2018)

	China Northern Rare Earth (Group) High-Tech Co. ,Ltd
	-0.59%
	0.91 (Reuters.com, 2018)

	Jiangsu Hengrui Medicine Co. ,Ltd.
	-1.09%
	0.50 (Reuters.com, 2018)

	Wanhua Chemical Group Co. ,Ltd
	-5.26%
	0.85 (Reuters.com, 2018)

	China Fortune Land Development Co.，Ltd
	-4.07%
	0.86 (Reuters.com, 2018)

	Kweichow Moutai Co.,Ltd
	-1.35%
	0.60 (Reuters.com, 2018)

	Shandong Gold Mining Co.,Ltd
	-3.14%
	0.71 (Reuters.com, 2018)

	Anhui Conch Cement Company Limited
	-1.91%
	0.91 (Reuters.com, 2018)

	Greenland Holdings Corporation Limited
	-3.23%
	1.76 (Reuters.com, 2018)

	Qingdao Haier Co.，Ltd
	-3.75%
	0.78 (Reuters.com, 2018)

	San'an Optoelectronics Co.,Ltd
	-4.84%
	0.66 (Reuters.com, 2018)

	Inner Mongolia Yili Industrial Group Co.,Ltd
	-2.05%
	0.68 (Reuters.com, 2018)

	Orient Securities Company Limited
	-4.02%
	1.55 (Reuters.com, 2018)

	China Merchants Securities Co.,Ltd.
	-2.46%
	1 (Reuters.com, 2018)

	Daqin Railway Co., Ltd
	-1.77%
	0.83 (Reuters.com, 2018)

	China Shenhua Energy Company Limited
	-1.66%
	0.78 (Reuters.com, 2018)

	Industrial Bank Co.,Ltd
	-1.39%
	1.03 (Reuters.com, 2018)

	Bank Of Beijing Co.,Ltd
	-1.66%
	0.69 (Reuters.com, 2018)

	China Railway Construction Corporation Limited
	-1.64%
	1.61 (Reuters.com, 2018)

	Guotai Junan Securities Co. Ltd
	-1.75%
	1.36 (Reuters.com, 2018)

	Bank of Shanghai Co.,ltd
	-0.69%
	1 (Reuters.com, 2018)

	Agricultural Bank Of China Limited
	-0.83%
	0.63 (Reuters.com, 2018)

	Ping An Insurance (Group） Company Of China, Ltd
	-0.60%
	1.44 (Reuters.com, 2018)

	Bank Of Communications Co.,Ltd.
	-0.86%
	0.83 (Reuters.com, 2018)

	New China Life Insurance Company Ltd
	-1.00%
	1.22 (Reuters.com, 2018)

	360 Security Technology Inc.
	-4.40%
	1.22 (Reuters.com, 2018)

	China Railway Group Limited
	-1.21%
	2.11 (Reuters.com, 2018)

	Industrial And Commercial Bank Of China Limited
	0.00%
	1.21 (Reuters.com, 2018)

	China Pacific Insurance (Group) Co., Ltd
	-1.04%
	1.01 (Reuters.com, 2018)

	China Life Insurance Company Limited
	-2.24%
	1.19 (Reuters.com, 2018)

	China State Construction Engineering Corporation Limited
	-1.63%
	1.62 (Reuters.com, 2018)

	Huatai Securities Co.,Ltd
	-1.11%
	1.70 (Reuters.com, 2018)

	CRRC Corporation Limited
	0.00%
	1.25 (Reuters.com, 2018)

	China Communications Construction Co.,Ltd
	-1.03%
	1.31 (Reuters.com, 2018)

	China Everbright Bank Company Limited
	-1.30%
	0.97 (Reuters.com, 2018)

	PetroChina Company Limited
	-1.16%
	0.67 (Reuters.com, 2018)

	China Galaxy Securities Co., Ltd
	-2.84%
	1.94 (Reuters.com, 2018)

	Bank Of China Limited
	-0.55%
	0.70 (Reuters.com, 2018)

	China Shipbuilding Industry Company Limited
	-3.29%
	1.56 (Reuters.com, 2018)

	China Molybdenum Co., Ltd
	-2.23%
	1.84 (Reuters.com, 2018)


	A close reflection on the beta value of the various stocks and their corresponding returns indicate that they do not follow a straight line. This observation means that the return of the stocks is not dependent on the beta value. The return of some stocks with lower beta value is higher than of the stocks with higher value. Similarly, some stocks with lower beta value have lower returns compared to the stocks with higher beta value. Thus, the expected return of the stocks is not influenced by the extent to which their beta value is higher or lower to that of the other stocks. Indeed, multiple of the stocks observed from the SSE 50 have equal beta value but dissimilar returns. Consequently, the historical argument that stocks with higher beta value gives higher returns compared to stocks with lower beta value does not apply to the current stock market.
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