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Name 

Dispersion Time Series 

Parameters 

R-ratio 

Calculation 

Method 

 

Model Frequency Calculation Method 

Model 1 MthRetsDisp 

Monthly 

CSD of current month 

returns 

 

Ratio of 4 month 

to 12 month 

average 

dispersion 

 

Model 2 EW5DailyDisp 

CSD of daily returns for each 

day of the current month 

rolled up to monthly 

frequency using Exponential 

Weighting with Half life (HL) 

HL: 5 days 

Model 3 EW10DailyDisp HL: 10 days 

Model 4 EW20DailyDisp HL: 20 days 

Model 5 EW30DailyDisp HL: 30 days 

Model 6 LastDayDisp 
Last Day of current month point 

estimate 

Model 7 Dly_252_5 

Daily CSD of Daily Returns 

LTW, 252 

days 

STW, 5 days 

Ratio of average 

dispersion over 

LTW to STW 

Model 8 Dly_252_10 STW, 10 days 

Model 9 Dly_252_22 STW, 22 days 

Model 10 Dly_126_5 
LTW, 126 

days 

STW, 5 days 

Model 11 Dly_126_10 STW, 10 days 

Model 12 Dly_126_22 STW, 22 days 

Model 13 Dly_66_5 
LTW, 66 

days 

STW, 5 days 

Model 14 Dly_66_10 STW, 10 days 

Model 15 Dly_66_22 STW, 22 days 



 

 

S&P 100,500, 1500 January 1995 – August 2012 

 

 

 

S&P 100 S&P 500 S&P 1500 S&P 100 S&P 500 S&P 1500

MthRetsDisp 0.81 1.54 1.89 1.32 0.83 0.82 0.85

EW5DailyDisp 0.88 1.06 1.31 1.55 0.88 0.89 0.89

EW10DailyDisp 1.00 1.07 1.40 1.57 1.00 1.00 1.00

EW20DailyDisp 1.02 1.25 1.44 1.58 1.02 1.02 1.02

EW30DailyDisp 1.02 1.29 1.45 1.58 1.02 1.02 1.02

LastDayDisp 0.14 1.24 1.23 1.54 0.15 0.14 0.15

Dly_252_5 0.10 0.96 1.09 1.42 0.13 0.12 0.12

Dly_252_10 0.83 1.07 1.28 1.42 0.84 0.84 0.84

Dly_252_22 0.87 1.20 1.36 1.42 0.88 0.88 0.88

Dly_126_5 1.19 0.85 1.16 1.48 1.19 1.19 1.20

Dly_126_10 1.04 1.18 1.42 1.60 1.04 1.04 1.05

Dly_126_22 1.13 1.32 1.42 1.48 1.13 1.13 1.13

Dly_66_5 1.46 0.85 1.33 1.66 1.45 1.46 1.46

Dly_66_10 1.23 1.27 1.64 1.90 1.23 1.23 1.24

Dly_66_22 1.31 1.50 1.46 1.43 1.31 1.31 1.32

Specific Risk Total Risk
Dispersion Calculation Systematic Risk



 

 

Source: S&P Capital IQ Quantamental Research. Past performance is not a guarantee of future results. 



 

 

 

Error Metric DM Test Mean t-stats 

Mean Squared Error (MSE) 1.86 

Mean Absolute Error (MAE) 3.44 

  



 

 
 



 

 

 

 

 



 

 

 

 

 

 



 

 

 

Error Metric DM Test Mean t-stats 

Mean Squared Error (MSE) -0.91 

Mean Absolute Error (MAE) -2.21 

 

 

 

 

 

 

 

http://www.edhec-risk.com/edhec_publications/all_publications/RISKReview.2011-03-29.1411?newsletter=yes
http://www.edhec-risk.com/edhec_publications/all_publications/RISKReview.2011-03-29.1411?newsletter=yes
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