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SV-m models-based study on relationship between expected stock returns and
volatility

HUANG Da-hai, ZHENG Pi-e
School of Management, Tianjin University, Tianjin 300072, China

Abstract: In this paper conclusion of Koopman et al(2002) has been tested using SV-m model. Then, SV-m model
is extended and A-SV-m model is proposed, which can catch asymmetry information effect. Boot the old SV-m mod-
el and A-SV-m model are used in empirical studies on the relationship between expected retumns and volatility. Re-
sults are different from Koopman’s conclusion and show that the relationship between expected retums and volatility
is time varying, and the effect the volatility has on the expected retruns is insignificant. Finally, results are ex-
plained by using studies of Harrison(1999) , Campbell et al(1996) .

Key words: stock market; expected retums; volatility; risk; SV-m model
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