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Testing The Capital Assets Pricing Model At The
Amman Stock Exchange

Sami Hattab
Sundos Jamayed

Abstract
A study has been applied on the stocks listed at the Amman
Stock Exchange (ASE) during the period from January 152001
until December 315, 2006 to calculate Beta coeflicient for listed
companies. and using these coeflicients in testing the validity
of the Capital Assets Pricing Model (CAPM) on the ASE. The
study was divided into two parts: the first one introduced the
concept of Beta coeflicient as a measurement for systematic risk
and its benefits for the investor; also it introduced the methods
applied in calculating this coefficient for the companies listed
at the ASE. In the second part the CAPM was tested to find out
the extent it can be depended on to predict the stocks returns.
The statistical analysis did not provide evidence that the CAPM
applies on the ASE in general. however it applied on single
stocks in certain periods; this indicates that there are other
factors beside Beta coefficient that affect the stocks returns.
Finally the study recommends the importance of studying other
factors such as price to book value ratio (P/BV) or P/E Ratio or

company size.
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