The seminal work of Sharpe (1964) and Lintner (1965) present the Capital Asset Pricing Model as
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is the return for stock i at time t, Rf  is the return on the risk free asset or a zero beta asset’s return, RM is the return on the market portfolio, and (i is the coefficient of for excess returns and is 
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 where (i,M is the covariance of the ith asset with the market portfolio and (M2 is the variance of the market portfolio.  The CAPM-SL solution is a capital market equilibrium solution subject to the constraints (Ingersol, 1987 and Martin, Cox, MacMinn, 1988)

1. Investors are risk averse price takers that choose a portfolio with the objective of maximizing expected utility in risk and return, V((,(2),  with V(>0, V(2<0, and V is concave,

2. All investors have homogeneous beliefs about the risk and returns of all assets and a common time horizon,

3. Assets are infinitely divisible with no transaction costs or taxes on investment earnings, and

4. An exogenous risk free asset exists and short sales restrictions do not exist.

Black (1972) extends the CAPM-SL by relaxing the exogenous risk free asset constraint and utilizing a zero beta or asset that has no correlation with the market portfolio utilizing the second component of constraint four.
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