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Aim of study
• use new dynamic portfolio performance risk measures 

of standard, downside, CVaR, ERoD and CDaR Beta to 
investigate the CAPM linear relationship between the 
expected return of an asset and its systematic risk;

• study the low beta anomaly: low-beta stocks 
outperform high-beta stocks in the U.S. and European 
stock markets.

Data and sample description
• Daily closing prices: 1995-01-01  –   2024-12-31. 
• Stocks: S&P500 and STOXX Europe 600 companies listed 

in U.S. dollars and euros or in domestic currencies.
• Three 10 years periods: 

Period 1: 1995-01-01 – 2004-12-31 
Period 2: 2005-01-01 – 2014-12-31 
Period 3: 2015-01-01 – 2024-12-31

Research methodology
The Generalized Capital Asset Pricing Model (GCAPM) is an 
extension of the classical CAPM that allows for more 
realistic assumptions about risk and investor behavior.
Different deviation measures result in corresponding 
generalized beta coefficients, which reflect the marginal
contribution of each asset to the overall portfolio risk. 
Considered cases (standard, Downside, CVaR, CDaR, ERoD):

Steps for each beta parameter specification:
1. In a given period, we divided companies into ten equal groups 
based on the quartiles of the distribution of a given beta parameter 
specification.
2. For each group, we determined the mean value of the given beta 
parameter specification and the annualized returns.
3. We performed a regression of the mean annualized returns on the 
mean beta parameter values.

Results
Table 1. Summary of regression results for U.S. market.

Fig 1. Regression of annual return on ERoD Beta (U.S. 
market).

Conclusions
• Among considered measures, the ERoD beta consistently delivers 

the most stable performance in both markets. CDaR-based betas 
also demonstrate strong predictive capacity, especially in earlier 
periods, although their performance weakens somewhat in recent 
years. 

• The classical standard deviation beta exhibits much weaker and 
less consistent performance in the U.S. market but shows more 
strength in Europe, especially in more recent decades. 

• The low-beta anomaly is highly visible in both markets regarding 
different deviation measures, but stronger for the European stocks 
than the American ones. It shows that low-beta stocks often earn 
similar or even higher returns than high-beta stocks (which 
indicates that the effective borrowing rate is higher than the 
expected market return). The anomaly is persistent across markets 
and three subperiods globally not just in the U.S.
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