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Abstract

We used the MIDAS (mixed data sampling) model to investigate the risk and expected return
trade-off in major Asian equity markets. The optimal and flexible weighted of lagged daily squared
market returns were adapted as the variance estimator to predict the monthly variance. In terms
of the ARCH model that adapts the monthly squared returns as the variance estimator, we ex-
amined which model has greater statistical power to explain the positive relationship between
risk and expected return. Our results proved that the MIDAS estimator had the ability to find more
markets that had the positive and significant relationships. However, the pricing errors of the
ARCH model were less than the MIDAS model, when we considered the fitness of the models. This
evidence suggested that the MIDAS model cannot outperform the ARCH model in predicting mar-
ket return.
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Table 1. MIDAS model empirical analysis of the stock market in Asia
& 1. WNBEZEIHZ MIDAS #8ERISTE S

R THE N
7]
u 7 6, 0, 1~5 R 31 RELE

K (:21&13421) ?415’1) 31 283 100 0
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itk (__02'921) 0(31%) 3.77 117 100 0
Bk (:Oi?f) ?20675) ~0.34 0.13 47 il
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Figure 1. MIDAS weight figure of Asian stock markets. Note: number of X-axis is deferred, Y-axis is weight
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Table 2. MIDAS model and ARCH model of MSE
£ 2. MIDAS #&8I%1 ARCH #£8)z MSE tb#

MSE MIDAS ARCH-M MIDAS GARCH-M MIDAS EGARCH-M
Kk 89% 99% 103%
EXC 99% 99% 99%
T 87% 89% 88%
HHE 119% 121% 120%
e 111% 114% 116%
B 96% 96% 96%
L kA 118% 114% 113%
B 103% 102% 102%
E[E 30 113% 109% 113%

VE: R RBE NI T3 MIDAS 5 ARCH #5782 (B[] MSE LE2 . FEAMAR A 1998/1 % 2009/12 [f4: H K A %kt

R, WENAT 103%% 121%2 7. Fril, HIR MIDAS B TK 8 17 3 R -5 KU 2 8] ) 1E )
KER, HEEMGERERED), (B MEGERET S, IR T ARCH-M BAL; 1Ak, #7J HLE MIDAS
A GARCH-M L) J2 EGARCH-M #5241, 45 BL[EFE45 AT H MIDAS A 8E iR % . 276 =H ARCH
BRI, RA G, MR EESM ARCH B & e R, HXTHERE/NT—, /R MIDAS 1
FHEAT AT ARCH #5584, o AR A 5 v AR BE T o

4, 4Eig

VP2 SCHRISIE FH ARCH BB SRAL U1 T 37 I R HR I KT, SR B TR 8L I 6 F R e 8, R
B H M9 SR AF 2], TCiEd 3 sh 15 2 RS 0 1R IR WO DG SR I SEIER S, IR R AETE S FF
A 55 AL AR BRI 5 S AFAE IE M IR &R ASEH MIDAS BERSR TN 648 74, R RE &
H 45 % 3 A, SR RO A T 278 55 B b T 9 22T 3% ) SR 45 SR A5 31, AR T8 ARCH-M,
GARCH-M Fil EGARCH-M #5%4Y, MIDAS AU Tk W # Z M IE 38 &, AR EZ M Hmesa
TRHAN 55 BR300, n MIDAS BEAYEC e G AT e . SRR, 5 % BRI ICIE R, SCh4R i MIDAS
FHARRT AR A B R BE T, R RAE ARG R AN R AR IR, XA RE RF B A, T
HERZMATIIATE, % MIDAS BLAEAEH EAE BRG], (HEART S, TN S35 i A7 1
SR AR T R, IR R ek 2 SR et S5 R I 5 5 11 3 T FF) S 225 SR AH )
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