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“Does it bother you at all that when you say MPT quickly it
comes out ‘empty’?”
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Second, as Professor Richard Roll of UCLA has argued, we
must keep in mind that it is very difficult (indeed probably impos-
sible) to measure beta with any degree of precision. The S&P 500
Index is not “the market.” The Total Stock Market contains many
thousands of additional stocks in the United States and thousands
more in foreign countries. Moreover, the total market includes
bonds, real estate, commodities, and assets of all sorts, including
one of the most important assets any of us has—the human capital
built up by education, work, and life experiences. Depending om
exactly how you measure the “market,” you can obtain very dif-
ferent beta values. One’s conclusions about the capital-asset pricing
model and beta as a measure of risk depend very much on how you
measure beta. Two economists from the University of Minnesota,
Ravi Jagannathan and Zhenyu Wang, find that when the markes
index (against which we measure beta) is redefined to include
human capital and when betas are allowed to vary with cyclical




