=
=
=
°
a
<
N
a
=}
=]

£10L°0L/b.

JOURNAL OF FINANCIAL AND QUANTITATIVE ANALYSIS

VOISV ITTRNGOE IS ERTEMBEHEIG82

UNIVERSITY OF WASHINGTON GRADUATE SCHOOL OF BUSINESS ADMINISTRATION
P U IES SEiS =S IR XSS N e vV S BT Rt ST =S VA= S Sl = S N S (IINEAS K (G AR SESHGEE S [EASTREEEN


https://doi.org/10.1017/S0022109000010309

JEFQA

JOURNAL OF FINANCIAL AND QUANTITATIVE ANALYSIS

A JOINT PUBLICATION OF THE

UNIVERSITY OF WASHINGTON

GRADUATE SCHOOL OF BUSINESS ADMINISTRATION
AND THE WESTERN FINANCE ASSOCIATION

VOL. XV, NO. 3, SEPTEMBER 1982

An Equilibrium Model of Bond Pricing
and a Testof Market Efficiency . . . . . . . . . . 301

Michael J. Brennan and Eduardo S. Schwartz

Growthand Risk. . . . . . . . . . 331
Lemma W. Senbet and Howard E. Thompson

Agency Theory and StochasticDominance . . . . . . . ... .. ... ... .. ... ... 341
John S. Hughes

Systematic Risk and the
Firm’'s Experimental Strategy . . . . . . . . .. .. 363

Giora Harpaz and Stavros B. Thomadakis

Measuring Portfolio RiskinOptions . . . . . . . . . ... ... . . . 391
R. Stephen Sears and Gary L. Trennepohl

The Decision to Establish a Foreign
Bank Branch or Subsidiary: An Application
of Binary Classification Procedures . . . . . . . . . . . . . ... 411

Clifford A. Ball and Adrian E. Tschoegl!

Investment Decisions under Uncertainty:
Application of Estimation Risk in the
Hillier Approach . . . . . . . . . 425

Son-Nan Chen and William T. Moore

On Valuation, Beta, and the Cost
of Equity Capital: ANote . . . . . . . . . . . . 441

Joe Yagill
Fixed Rate or Index-Linked Mortgages
from the Borrower's Pointof View: ANote . . . . . . . . . . . ... . .. ... .. 451

Meir Statman

ANNOUNCEMENES . . . . . . . . e, 459

ssaud Aussanun abplquied Ag auluo paysiignd 60£0100006012200S/£L0L'0L/610"10p//:5dny


https://doi.org/10.1017/S0022109000010309

POLICY ADVISORY COMMITTEE

Guilford C. Babcock, University of Southern California
Charles A. D’Ambrosio, University of Washington
Donald E. Farrar, Benham Management Corporation
Alan Kraus, University of British Columbia

William F. Sharpe, Stanford University

Seha M. Tinic, University of Alberta

EDITORIAL STAFF

Robert C. Higgins, Managing Editor
Marty Auvil, Editorial Associate
Beda Herbison, Circulation Manager
Margaret Hyre, Statistical Typist
University of Washington

ASSOCIATE EDITORS

Richard H. Bernhard, North Carolina State University
Gerald O. Bierwag, University of Arizona

Andrew H. Chen, Ohio State University

Peter A. Frost, University of Washington

Robert S. Hamada, University of Chicago

Frank C. Jen, State University of New York at Buffalo
George Kaufman, Loyola University

Cheng-Few Lee, University of lilinois

John G. McDonald, Stanford University

Richard Pettit, University of Houston

George E. Pinches, University of Kansas

Barr Rosenberg, University of California, Berkeley
Gary G. Schiarbaum, Purdue University

Clifford W. Smith, Jr., University of Rochester
Bruno H. Solnik, CESA, Jouy-en-Josas, France
Bernell K. Stone, Georgia Institute of Technology
James Van Horne, Stanford University

David A. Watker, Georgetown University

Richard R. West, Dartmouth College

Robert L. Winkler, Indiana University

WESTERN FINANCE ASSOCIATION
1982/83 Executive Committee

Edward A. Dyi, President. . . . . . . . ... ... ..
Nils Hakansson, President-elect. . . . . . . . . . . .
Seha M. Tinic, Vice President . . . . . . . . .. . ...
D. Stuart Bancroft, Secretary-Treasurer . . . . . . . ..
James C. Van Horne, Past President . . . . . . . . . ..
Robert C. Higgins, Editor, JFQA . .. . . . .. . .. .

Maclyn L. Clouse, Director . . .

Bradford Cornell, Director . . . . . . . ... . . ...

Lawrence Merville, Director . . . . . . . . . . . ..
Eduardo S. Schwartz, Director . . . . . . . . . ..

.................. Stanford University
............... University of Washington
.................. University of Denver
......... University of California, Los Angeles

............... University of Wyoming
........... University of California, Berkeley

....... .. .. ... . University of Alberta
Pacific Lutheran University

........... . University of Texas, Dallas

.......... University of British Columbia

INSTITUTIONAL MEMBERS

University of Calgary

Faculty of Business

University of California, Los Angeles

Study Center for Finance and Business Economics

University of Utah
Department of Finance

College Militaire Royal

Facuity of Management

University of Southern California

Graduate School of Business Administration

CORPORATE SPONSORS

Transamerica Corporation . . . . . . . . . . .
Gifford Fong Associates . . . . . . . . . . . . ..
Leland O’Brien Rubinstein Associates . . . . . . . .

. . San Francisco, California
. . Santa Monica, California

.............. Los Angeles, California

Copyright 1982 by the Graduate School of Business Administration, University of Washington.
Journal of Financial and Quantitative Analysis—ISSN 0022-1090/USPS 872-260

ssa.d Anssaniun abpriquie) Aq auljuo paysiignd 60£0100006012200S/£ 101 0L/B1o 10p//:sdny


https://doi.org/10.1017/S0022109000010309

The Journal of Financial and Quantitative Analysis is published by the Graduate School of Business Adminis-
tration, University of Washington, Seattle, Washington 98195, in conjunction with the Western Finance Associ-
ation. Regular issues are published in March, June, September, and December, and a Proceedings Issue is
published in November. Second-class postage is paid at Seattle, Washington.

The Proceedings Issue contains selected papers, abstracts of papers, discussants’ comments, and the pro-
ceedings of the Western Finance Association meetings.

The views and opinions expressed are those of the authors and do not hecessarily reflect those of the Gradu-
ate School of Business Administration of the University of Washington nor of the Western Finance Association.

Subscription rates are as follows:

Individual $20.00/yr. $50.00/3 yrs.
Outside U.S.A., add for foreign mail (U.S. funds) $ 5.00/yr. $15.00/3 yrs.
Firm or Library $30.00/yr. $85.00/3 yrs.
QOutside U.S A, add for foreign mait (U.S. funds) $ 5.00/yr $15.00/3 yrs.
Foreign Airmail $25.00/yr. $75.00/3 yrs.

Subscriptions will not be accepted for less than a full year. Some back issues are in stock and are available at
$7.00 per copy. Out-of-print issues may be obtained from Xerox University Microfilms International, 300 North
Zeeb Road, Ann Arbor, Michigan 48106. Claims for missing issues must be made within six months of the
date of publication. A subscription to the Journal of Financial and Quantitative Analysis automatically entitles
the subscriber to membership in the Western Finance Association.

Manuscripts submitted for publication and correspondence relating to editorial matters shoutd be addressed
to Professor Robert C. Higgins, Managing Editor, Journal of Financial and Quantitative Analysis, Graduate
School of Business Administration, Mackenzie Hall, DJ-10, University of Washington, Seattle, Washington
98195. Manuscripts are to be sent in triplicate with a $20 submission fee for Western Finance Association
members ($30 for nonmembers).

Correspondence relating to advertising, subscriptions, billing, single-copy orders, missing issues, permis-
sion to reprint, and change of address should be addressed to Ms. Beda Herbison, Circulation Manager,
Journal of Financial and Quantitative Analysis, Graduate School of Business Administration, Mackenzie Hall,
DJ-10, University of Washington, Seattle, Washington 98195,

Correspondence pertaining to the Western Finance Association should be sent to Professor D. Stuart Ban-
croft, Secretary-Treasurer, School of Business Administration, Pacific Lutheran University, Tacoma, Washing-
ton 98447

POSTMASTER: Send address changes to Journal of Financial and Quantitative Analysis, Graduate School of
Business Administration, Mackenzie Hall, DJ~10, University of Washington, Seattle, Washington 98195,

ssa.d Anssaniun abpriquie) Aq auljuo paysiignd 60£0100006012200S/£ 101 0L/B1o 10p//:sdny


https://doi.org/10.1017/S0022109000010309

