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Dimensions Point to Differences 
in Expected Returns

1
1. Relative price as measured by the price-to-book ratio; value stocks are those with lower price-to-book ratios. 
2. Profitability is a measure of current profitability, based on information from individual companies’ income statements. 

Academic research has 
identified these dimensions, 
which are well documented 
in markets around the 
world and across different 
time periods.

Company Size 
Size premium—small vs. large companies

Market 
Equity premium—stocks vs. bonds

Relative Price1
Value premium—value vs. growth companies

Profitability2
Profitability premium—high vs. low profitability companies

Term 
Term premium—longer vs. shorter maturity bonds

Credit 
Credit premium—lower vs. higher credit quality bonds

DIMENSIONS POINT TO SYSTEMATIC DIFFERENCES IN EXPECTED 
RETURNS
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