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Market structure and the cost of capital

L deg3

JolS 00 das 3 dlie degd gl cdblue das 3 3] iewd g5 L8 ol

Dole SIS vl cllie andS5) dinas b olyan (Giolys JoB) 355 Canyd L

daim se o)) il o8 g b



http://iranarze.ir/market+structure+and+the+cost+of+capital

Proposition 3. If a group of investors do not hold all international as-
sets, the world market portfolio is not efficient and the traditional global
CAPM must be augmented by a new factor that reflects the proportion
of the domestic risk made undiversifiable internationally by markets seg-
mentation. The more the markets become integrated, the more the pre-
mium required on this additional risk factor decreases and the lower
the international cost of capital.
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