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This paper seeks to identify which factors are important forestimating portfolio's expected return and standard deviation in theTaiwan stock market. We have summarized from the existing empiricalliterature a total of 26 factors that may have explanatory power. Theresults of our evaluation show that except for the trading volume, theremaining 25 factors do not seem to help explain the average stockreturns during the July 1985-June 1999 period. However, the power ofthe trading volume to account for the expected returns on the stock isaffected by any changes in the sample or by the use of a differentevaluation model. We suggest three potential explanations for why allof 26 factors show no stable power to explain average returns onTaiwan stocks: high volatility, selection bias, and marketdifferences. Moreover, we find that all of the 26 factors areimportant in capturing the systematic covariation in stock returns.

