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Abstract

The main objective of this study is to examine whether the Capital Asset
Pricing Model (CAPM) is an adequate model for explaining the excess
return of stocks in Bursa Malaysia. By using monthly stock returns for the
period from January 2010 to December 2016, the researcher regressed the
excess return of a portfolio that includes all stocks listed in Bursa Malaysia
on the market risk premium. The test is conducted by using the statistical
package for the social sciences (SPSS) software. It is evident from the
results that CAPM is a moderate model for explaining the excess return of
stocks in Bursa Malaysia. Therefore, CAPM is considered as an appropriate
model to employ in Bursa Malaysia. The research, however, only relies on
quantitative analyses, while both quantitative and qualitative studies would
be preferable. Additionaly, it is desirable if the study period is longer. For
future research, the researcher suggests investigating whether the Fama and
French (1993) three-factor model or the Fama and French (2015) five-factor
model are efficient models in explaining the portfolio return in Bursa

Malaysia.
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