
Zaimovic, Azra

Article

Systematic Risk Assesment Using OLS Method
- The Case of the Capital Market of Bosnia and
Herzegovina

Economic Review: Journal of Economics and Business

Provided in Cooperation with:
Faculty of Economics, University of Tuzla

Suggested Citation: Zaimovic, Azra (2012) : Systematic Risk Assesment Using OLS Method
- The Case of the Capital Market of Bosnia and Herzegovina, Economic Review: Journal of
Economics and Business, ISSN 1512-8962, University of Tuzla, Faculty of Economics, Tuzla,
Vol. 10, Iss. 1, pp. 13-23

This Version is available at:
http://hdl.handle.net/10419/193807

Standard-Nutzungsbedingungen:

Die Dokumente auf EconStor dürfen zu eigenen wissenschaftlichen
Zwecken und zum Privatgebrauch gespeichert und kopiert werden.

Sie dürfen die Dokumente nicht für öffentliche oder kommerzielle
Zwecke vervielfältigen, öffentlich ausstellen, öffentlich zugänglich
machen, vertreiben oder anderweitig nutzen.

Sofern die Verfasser die Dokumente unter Open-Content-Lizenzen
(insbesondere CC-Lizenzen) zur Verfügung gestellt haben sollten,
gelten abweichend von diesen Nutzungsbedingungen die in der dort
genannten Lizenz gewährten Nutzungsrechte.

Terms of use:

Documents in EconStor may be saved and copied for your
personal and scholarly purposes.

You are not to copy documents for public or commercial
purposes, to exhibit the documents publicly, to make them
publicly available on the internet, or to distribute or otherwise
use the documents in public.

If the documents have been made available under an Open
Content Licence (especially Creative Commons Licences), you
may exercise further usage rights as specified in the indicated
licence.

https://www.econstor.eu/
https://www.zbw.eu/
http://www.zbw.eu/
http://hdl.handle.net/10419/193807
https://www.econstor.eu/
https://www.leibniz-gemeinschaft.de/


///

 

 * School of Economics and Business, University of Sarajevo, azra.zaimovic@efsa.unsa.ba 
 

    ///

SYSTEMATIC RISK ASSESMENT USING OLS METHOD - THE CASE OF THE CAPITAL  
MARKET OF BOSNIA AND HERZEGOVINA 

 

 

ABSTRACT 

The Sharpe-Lintner Capital Asset Pricing Model 
(CAPM) implies a simple linear equation for 
pricing risky financial assets, individually and 
in portfolios. CAPM finds that the relevant risk 
measure of individual financial assets held as a 
portion of a well-diversified portfolio is not a 
variance (or a standard deviation) of financial 
assets, as proposed by the Modern Portfolio 
Theory, but a contribution of financial assets to 
the portfolio variance, measured by the 
financial asset beta. Beta coefficient is the 
measure of the systematic risk of risky assets. 

This paper explores beta coefficients of stocks of 
the Bosnia and Herzegovina capital market. 
This capital market is new and underdeveloped, 
with a modest supply of securities and with a 
small number of marketable securities. It is 
interesting to explore whether the beta 
coefficients of domestic stocks are efficient and 
whether they could be used in portfolio 
management. 

The paper employs the OLS method to estimate 
the standard Sharpe-Linter CAPM model. As in 
most other new markets, this market has a non-
synchronous trading problem, which 
determined the selection of the sample used in 
the econometric analysis. A representative 
sample of stocks with satisfactory marketability 
is analyzed over a five-year period, i.e. 2005�
2009. The basic hypothesis of the research is: 
beta coefficient as a measure of systematic risk 
is a relevant risk measure for the capital 
market of Bosnia and Herzegovina. A special 

aim of the paper is to explore whether 
estimated models satisfy the presumptions of 
the linear regression model, which is being 
examined using a series of diagnostic tests.   

The results of this paper can be widely used and 
have significant implications for business 
purposes. Special attention is dedicated to 
estimating efficient beta coefficients that may 
be considered as reliable in a wide use of the 
CAPM model in financial practice. 
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2. METHODOLOGY 
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3. DATA 

 

Source: Author 
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4. PRELIMINARY ESTIMATES  
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5. RESULTS 
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On
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coef = .96627983, se = .0892436, t = 10.83

Source: Author's own calculations (generated 
by Stata 10)  
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6. CONCLUSION 

 

REFERENCES 

 
Consumer Price Index 

� First Release

 

Eastern European Economics. 

 
Annual reports for years 2004, 2005, 2006, 
2007, 2008 and 2009

 
Statistical 

Releases and Historical Data



///

///      

 
The Econometrics of Financial 

Markets

 

Stern School of Business
New York University

riskfreerate

 

Journal of the American Statistical 
Association

 

Journal of Political Economy

 

Financijska teorija i 
praksa

 Basic Econometrics

 Historical Inflation

 

Ekonomski fakultet Zagreb.

 
Hagena 

(Unpublished Paper).

 

Review of Economics and 
Statistics

15. 

Journal of Finance.  

 
Journal of Finance,

 

South 
Eastern Europe Journal of Economics.

 
Stern School 

of Business New York University

 

J. Roy. 
Statist. Soc. B..

 Annual 
reports for years 2004, 2005, 2006, 2007, 
2008 and 2009

 

The Journal of Finance.

 
Investments

 
Theory of Games and Economic 

Behaviour



///

    ///

 
Geld, Banken und 

Versicherung Band I

 
10th European 

Doctoral Seminar, Bamberg � Budapest � 
Sarajevo � Tirana

 Assumptions and 
Possibilities of Risk Return Models' 
Application on Capital Market of Bosnia 
and Herzegovina

 

Ekonomska 
istra�ivanja.

 

5th International Conference 
of the School of Economics and Business in 
Sarajevo (ICES): Economic Development 
Perspectives of SEE Region in Global 
Recession Context

 

Proceedings from the 12th International 
scientific and expert Conference 
Accounting and Management, Zagreb � 
Split, Volume I � Scientific Papers

30. 

Eurasia Business and 
Economics Society (EBES) Istanbul 
Conference

 

                                                            

 


