
JOURNALOF FINAMCJAL

September 1980

JOEL OWEN AND RAMON RABINOVITCH
The Cost of Information and Equilibrium in the Capital Asset Market

PAO L CHENG
Divergent Rates, Financial Restrictions, and Relative Prices in Capital Market Equilibrium

WILLIAM B. RILEY, JR., AND WILLIAM A. LUKSETICH
The Market Prefers Republicans: Myth or Reality

HAIM LEVY
The Capital Asset Pricing Model, Inflation, and the Investment Horizon: The Israeli Experience

NED C. HILL AND BERNELL K. STONE
Accounting Betas, Systematic Operating Risk, and Financial Leverage: A Risk-Composition Approach to the

Determinants of Systematic Risk

TOM W. MILLER AND NICHOLAS GRESSIS
Nonstationarity and Evaluation of Mutual Fund Performance

YORAM KROLL AND HAIM LEVY
Sampling Errors and Portfolio Efficient Analysis

TERENCE C. LANGETIEG, ROBERT A. HAUGEN, AND DEAN W. WICHERN
Merger and Stockholder Risk

JAMES A. MILES AND JOHN R. EZZELL
The Weighted Average Cost of Capital, Perfect Capital Markets, and Project Life: A Clarification

MORGAN J. LYNGE, JR., AND J. KENTON ZUMWALT
An Empirical Study of the Interest Rate Sensitivity of Commercial Bank Returns: A Multi-Index Approach

JOSEPH E. FINNERTY, THOMAS SCHNEEWEIS, AND SHANTARAM P. HEGDE
Interest Rates in the $Eurobond Market

JOHN C. WIGINTON
A Note on the Comparison of Logit and Discriminant Models of Consumer Credit Behavior

UNIVERSITY OF WASH iRtTTTWGRADU ATE SCHOOL OF BUSINESS ADMINISTRATION

AND THE WESTERN FINANCE ASSOCIATION

'AND QUANTITATIVE ANALYSIS 1

https://doi.org/10.1017/S0022109000006463  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109000006463


JOURNAL OF FINANCIAL AND QUANTITATIVE ANALYSIS

A JOINT PUBLICATION

OF THE

GRADUATE SCHOOL OF BUSINESS ADMINISTRATION

UNIVERSITY OF WASHINGTON

AND THE

WESTERN FINANCE ASSOCIATION

POLICY ADVISORY COMMITTEE

Guilford C. Babcock
Charles A. D'Ambrosio
Donald E. Farrar

Alan Kraus
William F. Sharpe
Seha M. Tinic

EDITORIAL STAFF

Robert C. Higgins, Managing Editor
Marty Auvil, Editorial Associate

University of Washington

ASSOCIATE EDITORS

Richard H. Bernhard, North Carolina State Barr Rosenberg, Berkeley

Gerald 0. Bierwag, Oregon Gary G. Schlarbaum, Purdue

Andrew H. Chen, Ohio State Clifford W. Smith, Jr., Rochester

Peter A. Frost, Washington Bruno H. Solnik, CESA,

Robert S. Hamada, Chicago Jouy-en-Josas, France

Frank C. Jen, SUNY, Buffalo Bernell K. Stone, Georgia Institute

George Kaufman, Oregon of Technology

Michael A. Klein, Indiana James Van Home, Stanford

Cheng-few Lee, Illinois David A. Walker, Federal Deposit

John G. McDonald, Stanford Insurance Corporation

Richard Pettit, Houston Richard R. West, Dartmouth

George E. Pinches, Kansas Robert L. Winkler, Indiana

https://doi.org/10.1017/S0022109000006463  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109000006463


WESTERN FINANCE ASSOCIATION

1979-80 Executive Committee

Donald E. Farrar, President University of Utah

Charles A. D'Ambrosio, President-Elect University of Washington

James C. Van Home, Vice President Stanford University

D. Stuart Bancroft, Secretary-Treasurer Pacific Lutheran University

Guilford C. Babcock, Past President University of Southern California

Robert C. Higgins, Editor University of Washington

Thomas E. Stitzel Boise State University

George N. Engler California State University

Alan Kraus University of British Columbia

William F. Sharpe Stanford University

INSTITUTIONAL MEMBERS

University of Calqary, Faculty of Business Loyola Marymount University

California State College, Bakersfield College of Business Administration

Center for Business/Economic Research University of Southern California

University of California, Berkeley Graduate School of Business

School of Business Administration Administration

University of California, Los Anqeles University of Utah

Study Center for Finance and Department of Finance

Business Economics First Security Corporation

Salt Lake City, Utah

CORPORATE SPONSORS

Security Pacific National Bank Los Angeles, California

Wells Fargo Bank San Francisco, California

Transamerica Corporation San Francisco, California

Bank of America San Francisco, California

Huntsman Chemical & Oil Corporation Salt Lake City, Utah

Mattel, Inc. Hawthorne, California

Gifford Fong Associates Santa Monica, California

Copyright 1980 by the Graduate School of Business Administration,

University of Washington

https://doi.org/10.1017/S0022109000006463  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109000006463


The Journal of Financial and Quantitative Analysis is published by the

Graduate School of Business Administration, University of Washington, Seattle,

Washington, 98195, in conjunction with the Western Finance Association. Regular

issues are published in March, June, September, and December, and a Proceedings

Issue is published in November. Second-class postage is paid at Seattle,

Washington.

The Proceedings Issue contains selected papers, abstracts of papers, dis-

cussants' comments, and the proceedings of the Western Finance Association

meetings. From time to time a special issue, devoted to one topic of interest

to the membership, is published.

The views and opinions expressed are those of the authors and do not

necessarily reflect those of the Graduate School of Business Administration of

the University of Washington nor of the Western Finance Association.

For individuals, the annual subscription rate to the JFQA is $17.50 (three-

year rate, $47.50); for firms or libraries, the annual rate is $25.00 (three-

year rate $70). Annual subscription rates for individuals and libraries out-

side the United States (except Canada) are $18.50 for individuals (three-year

rate $50.50), and $26.00 for libraries and firms (three-year rate, $73). Single

copies are $5.00. The fiscal year of the Journal of Financial and Quantitative

Analysis begins on January 1.

Manuscripts and $25 submission fee per manuscript ($15 for W.F.A. members)

as well as editorial correspondence, should be sent to the Managing Editor.

Correspondence relating to advertising, subscriptions, and billing should be

addressed: Subscription Manager, JFQA, University of Washington, DJ-10, Seattle,

WA 98195.

Correspondence pertaining to the Western Finance Association should be

sent to Mr. D. Stuart Bancroft, Secretary-Treasurer, School of Business Adminis-

tration, Pacific Lutheran University, Tacoma, WA 98447.

Journal of Financial and Quantitative Analysis - ISSN 0022-1090/USPS 872-260

https://doi.org/10.1017/S0022109000006463  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109000006463


JOURNAL OF FINANCIAL AND QUANTITATIVE ANALYSIS

University of Washington, Seattle, Washington

Volume XV, No. 3, September 1980

The Cost of Information and Equilibrium in
the Capital Asset Market 497

Joel Owen and Ramon Rabinovitch

Divergent Rates, Financial Restrictions and
Relative Prices in Capital Market Equilibrium 509

Pao L. Cheng

The Market Prefers Republicans: Myth or Reality 541
William B. Riley and William A. Luksetich

The Capital Asset Pricing Model, Inflation,and the Investment
Horizon: The Israeli Experience 561

Haim Levy

Accounting Betas, Systematic Operating Risk, and
Financial Leverage: A Risk-Composition Approach
to the Determinants of Systematic Risk 595

Wed C. Hill and Bernell K. Stone

Nonstationarity and Evaluation of Mutual Fund
Performance 639

Tom W. Miller and Nicholas Gressis

Sampling Errors and Portfolio Efficient Analysis 655
Yoram Kroll and Haim Levy

Merger and Stockholder Risk 689
Terence C. Langetieg, Robert A. Haugen and
Dean W. Wichern

The Weighted Average Cost of Capital, Perfect
Capital Markets, and Project Life: A Clarification 719

James A. Miles and John R. Ezzell

An Empirical Study of the Interest Rate Sensitivity
of Commercial Bank Returns: A Multi-Index Approach 731

Morgan J. Lynge, Jr., and J. Kenton Zumwalt

Interest Rates in the $Eurobond Market 743
Joseph E. Finnerty, Thomas Schneeweis,
and Shantaram P. Hegde

A Note on the Comparison of Logit and Discriminant
Models of Consumer Credit Behavior 757

John C. Wiginton

Announcement 772

https://doi.org/10.1017/S0022109000006463  Published online by Cam
bridge U

niversity Press

https://doi.org/10.1017/S0022109000006463

