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Abstract

There are many investment strategies in the stock market and the most important issue
is how to profit. This study uses price-to-earnings ratio, price-to-book ratio to form value
stocks, growth stocks, small-caps, large-caps, and test the excess returns compared to market
portfolio.

This study has three main results: first, considering all the companies listed at stock
exchange or over-the-counter market, in comparison with growth stocks, value stocks gain
higher returns .The growth portfolio returns are even worse than the market portfolio. And
it shows scale effect in the Taiwan stock market, small-caps are much better than large-caps.
Second, under the status to classify electronic and non-electronic groups, on electronic-
groups terms, a low PE ratio of return on value stocks are much better than the growth
stocks , in terms of non-electronic groups, value stocks are far superior to the growth
stocks , scale effect of both groups is also consistent with the results of all the companies
listed. Third, when the bear market comes, only a low PE ratio of return on value stocks of
the electronic groups, are significantly higher than growth stocks and market stocks. This
indicates electronics stocks have the connotation of "Valuable stock is not easy to fall in the
bear market"

Keyword : price-to-earnings ratio, price-to-book ratio, bull-bear market
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