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A Comparison of the Effectiveness of Factor
Pricing Models: Empirical Evidence from the
Stock Market in Taiwan
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Tzu-Ling Chen
National Central University
Hung-Neng Lai

National Central University

This paper investigates to what extent seven asset pricing models explain stock
returns of listed firms in Taiwan. Our investigation reveals that the six-factor model
proposed by Fama and French (2018) explains the majority of the returns from the
portfolios provided by Taiwan Economic Journal, returns from the portfolios grouped
by the variables employed by Fama and French (2015) to construct factors, and
industry index re- turns. The g°> model proposed by Hou, Mo, Xue and Zhang (2021,
HMXZ) performs slightly worse than the six-factor model in the aforementioned
portfolio and index returns but better in explaining the portfolio returns grouped by the
variables to construct their factors. The cross-sectional regressions on individual

stocks do not provide evidence that prefers one model to another.

Key Words: Asset Pricing, Production Theory, Factor Models, Stock Returns, Taiwan
Market.
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