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Thesis Evaluation Report 
 

Author: Borche Rolevski 

Advisor: Jiří Novák 

Title: Size and Value Premiums in Returns of the Central and Eastern European 
(CEE) Stocks 

Assessment 
Summary  
The author analyses the existence of the size and value premiums in returns of 1245 stocks from 12 
Central and Eastern European (CEE) countries (Austria, Bulgaria, Croatia, Czech Republic, 
Estonia, Hungary, Latvia, Lithuania, Poland, Romania, Slovak Republic and Slovenia). For the 
most part the results are consistent with empirical evidence from other international markets and 
they support the existence of both the size and the value premiums in these countries. 

Contribution 
Despite of the large body of research on the determinants of stock returns and on the existence of 
the size and the value premiums I believe this topic still merits further investigation because the 
existing empirical evidence is not quite consistent and the findings do not provide a conclusive 
answer to whether these premiums exist and what they represent. In addition, recent studies 
suggest that the premiums are not stable over time, which suggests that additional research using 
new data samples is needed.   
 
The author aims at contributing to the existing research by analyzing a specific sample of stocks 
from the CEE countries. For practical considerations of firms active in these countries it might be 
interesting to learn about the existence and the magnitude of the premiums in these markets. 
Nevertheless, I believe that the theoretical contribution of such analysis is limited because these 
markets are fairly small, the quality of their institutional and regulatory framework is mostly 
poor, which has a negative implication of their liquidity. Thus, generalizability of these results is 
questionable. Therefore, I find the contribution of this thesis to be modest. 

Literature 
I believe the thesis provides a decent review of the existing literature. The review starts from the 
portfolio theory and the capital asset pricing model and it ends with a discussion of the various 
empirically documented stock return anomalies that can be interpreted as manifestations of 
pricing factors. This review is rather standard and similar to what can be found in comparable 
studies.  
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Some of the formulations may be considered somewhat imprecise. For example, consider the 
following quote. For diversification to work it is not necessary for all the risks to be independent. 
It is sufficient that the returns on individual stocks are imperfectly correlated, they do not have to 
be completely uncorrelated. 

“Specifically, if risks are independent, if returns are uncorrelated with each other, then the 
variance of the portfolio can greatly reduced if the investor diversifies enough.” (p. 1). 

 
From the provided literature review it is not clear to me how the author relates his work to the 
existing literature and how he aims to extend the existing knowledge. 

Methodology 
The author uses a standard methodology frequently used in similar studies. The methodology 
could have been extended for example by examining different ways of constructing the mimicking 
portfolios. 

Form 
I believe that the author structures his thesis well, the individual chapters and sections follow a 
logical order and they are reasonably well interconnected. The tables are easy to read and their 
contents is understandable using the notes below the tables. I believe the thesis is written in fairly 
good English even though sometimes the use of more sophisticated and more precise language 
would be desirable. 

Questions 
The examination committee may wish to ask the author where he sees his contribution relative to 
other studies that analyze stock returns from emerging markets such as Barry et al. (2002), De 
Groot et al. (2012), and Cakici et al. (2013). 
 
The examination committee may ask the author to elaborate on how his findings help us explain 
the existence and the magnitude of the value and size premiums. 

Conclusion 
Overall, I find the thesis fairly good. Even though the original contribution relative to the existing 
literature is fairly small and the empirical analysis is rather simple, I believe the thesis analyzes an 
interesting research question, it is reasonably well developed and as such it meets all the Master’s 
Thesis criteria. Therefore, I recommend the examination committee to consider the grade C with a 
possibility for a higher or a lower grade depending on how well the author presents the thesis and 
answers the questions at the oral defense.  
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Awarded Points and Grade 
Contribution (max 30) 20 

Methods (max 30) 22 

Literature (max 20) 16 

Form (max 20) 18 

Total (max 100) 76 

Grade (A – B – C – D – E – F) C 

 
 
 
 
 
 

   

  Referee’s Signature 

   

July 28, 2018  Jiří Novák 

Evaluation Date  
 
 

Referee’s Name 
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Grading Scale 
LITERATURE REVIEW: The thesis demonstrates author’s full understanding and command of 
recent literature. The author quotes relevant literature in a proper way. 
 
Strong  Average Weak 
20  10  0  
 
 
METHODS: The tools used are relevant to the research question being investigated, and adequate 
to the author’s level of studies. The thesis topic is comprehensively analyzed.  
 
Strong  Average Weak 
30  15  0  
 
 
CONTRIBUTION:  The author presents original ideas on the topic demonstrating critical thinking 
and ability to draw conclusions based on the knowledge of relevant theory and empirics. There is a 
distinct value added of the thesis. 
 
Strong  Average Weak 
30  15  0  
 
 
MANUSCRIPT FORM: The thesis is well structured. The student uses appropriate language and 
style, including academic format for graphs and tables. The text effectively refers to graphs and 
tables and disposes with a complete bibliography. 
 
Strong  Average Weak 
20  10  0  
 
 
OVERALL GRADING: 
 

Total Points Grade 

91 – 100 A 

81 – 90 B 

71 – 80 C 

61 – 70 D 

51 – 60 E 

0 – 50 F 
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