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Table 1 Descriptive statistics on idiosyncratic volatility
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Table 3 Comparison of the estimations between different methods
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Table 4 Estimation results of the cross-section regression
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Table 6 Descriptive statistics on both expected

and unexpected idiosyncratic skewness
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Table 7 Estimation results with both the expected
and unexpected idiosyncratic skewness
1 2 3
0.027 8 0.014 0.033 5
(3.207%*) (1.71%) (3.3477%%)
-0.021 8 -0.022 8
IS )
(-2.19%%) (-2.25"%)
0.014 8 0.0153
IS (7.81°%) (7.95°)
s -1.78x10™* | -9.76 x 10~
(-0.27) (-1.58)




5 ? — 7 —
2 3
4
1
1
-0.283 5%
2 AHXZ
2' 3 13 » _ 0.
“ 275 1
7 Ang L 5%
10%
Merton > Malkiel Xu’ 3
-0.071
i 1 2
10%
Ang '
(43 ”' [43 ”» 1\ 2 3
Boehme ' .Duan Jiang
Barberis ~ Huang "
4
4
i 4 8.
. Boyer 8
Table 8 Estimation results with the lagged volatility
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Table 9 Basic descriptive statistics on control variables 1 R?
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Table 10 Estimation results with the control variables
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Table 12 Estimation results for big size samples
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Is idiosyncratic skew ness priced?

ZHENG Zhen-ong WANG Lei WANG Lu-zhi

School of Economics Xiamen University Xiamen 361005 China

Abstract. This paper discusses empirically on the relationship between the expected return and the expec—
ted idiosyncratic skewness in Chinese A-share equity market. Series of expected idiosyncratic skewness of each
stock are taken from cross section regression models and Fama-MacBeth regressions are adopted to test the re—
lationship between the expected return and the expected idiosyncratic skewness. The empirical result suggests
that there is a significant negative relationship between them even when controlling for liquidity co-skew-
ness co-kurtosis and other factors. This paper also retests the “the idiosyncratic volatility puzzle” and find
that after controlling for expected idiosyncratic skewness the negative relationship between idiosyncratic vola—
tility and expected return no longer holds thus confirming the fact that expected idiosyncratic skewness con—
tains a fraction of the information of idiosyncratic volatility. Finally the robustness test by separating samples
of big firms and small firms supports the above conclusion again.

Key words: expected idiosyncratic skew ness; idiosyncratic volatility puzzle; return predictability



