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Fig. 2 The relation between asset risk premium and book-to-market

ratio with and without contraction option

5.2 T B b SR O T (E AR R

TE% IR T T , 16 Carlson %
Bk, R (14) BRERREN

R =¢+[BY®(B, - 1)g +AY? (B, - 1)p] x

1 Sk

v RV

(24)
HEM R E F RN RENE, bV
0 1/V W43 5 A Wk T T AEL LG X R T E AR

F, ZHBREEI T A
R (24) O] LUE H - 20 52 O8 3% 58l 48 33 A
(BpBY” =0) 8= E AT ERKETE
BB T2, T iz B ALAF AT LU B 7= 2
wP A T TR 7T 4 L R, T 48 T R A 3 S A B
B EMERETFEA. R, — X R 5EEN
RS A TEMTE =B BT B, -
1 <0, WHRBAHERE, 5 ZJHERE N E
FEAE/D ; B, B FRBHRER NS EE
158 A T iE BALFFA 3%, AT E EFLATd AT
18 5 B R S 4 S AU A0 L T 48 PR T T (EL BB i
BEERVE, B EMANESEE RN EWE: —
77 ] A BB K W T T L b B ) AT, T
RO T 1T (B RO 5 55— T, WAR AU (B RIS

B RLAT A3 15 T 5 0, 2 7T i 1 AR ) B F A
ARG

6 ZRiE

HERFTE AL 0 B BT AR [ 2 B B AR
BU BRI R AT, dL T 4 b AL 48 B 7 1Y
BUH, B = AR X 587 i MU W s A R A B E
. F A SR EEMEM R FE 51K
Aol T 7 (L XL A1) 8 AT R K Y Al
HASTT T WHER BB R —F AR
Xt B A i A B AP BRI R T DU
o i AR AN 22 B 55 12 B AL AT 5 BT 7 XURG 4 1
ZEWIE SRR, HEF _F LA KR #E—
2, 1B EFTAF A R A B 36 [R) 4 A AT DA B
R ERN " LR LA, B o R IR e
BB T BB 7™ U e oY, BF 5% & Baz B ALAT
A [7) o R O T T L L 208 o2 A T {EL BRI, T
W g AR S TR AR SRR A k.

PN TR MBS T Al stk
REE BT, 7558 Pk B9 1B € AL
AW, — 77 A BY T Aol K i 1R 2 B 35
RS9 SE AL, (B 55 — 07 L B SR 4 Mk BE B AL
TR IR R T ™ B, LAREIR & 5 T A7 e
IS BB R ) it B AL R T NG
ARG S BUBOR SO SRR R ™ g8 oA
A , R R AR BRI B RGP E, ReAiolk & 2 A
FEBE SR h RN R BN — AT
B BOREE , B E R EA oM@l
4, BB A A T R Al 8 A B B BUA , [R]
AU F4alk “ BT HETT 35 Ml it & 38 366 A BT WAL 48
PSR , TR SR 5 T 35 F Bufe £l 577 BB B R
FHIEEEH.

BR T SRS 30 FIS TR S, R o 7T # — A B
FERBE YR B AL 4 45 X0 38 B I AURIE K AL
HBPATHIR W, LI R BT IE B B4 B 2 B
ARG AL Al A o R S R B SRR AL BT 2
BB RS 2 A A LRSS

AT (21) B, [ 5 B AL 2 10 55 B A AT X W 48 AU B B E 150,
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Contraction options, operating leverage and risk premium

LI Zhun, LI Qiang” , ZENG Yong

School of Management and Economics, University of Electronic Science and Technology of China, Chengdu
611731, China

Abstract: By affecting the relative composition of firm assets and the level of operating leverage, the contrac-
tion of assets-in-place plays an important role in explaining the risk premium of total assets. Adopting the ap-
proaches of real option and pricing kernel in a continuous-time framework, the paper aims to uncover the influ-
ences of contraction options, operating leverage and their interaction on asset risk premium, and to provides
theoretical explanations for value premium phenomenon, book-to-market effect and size effect about asset pri-
cing. The basic findings are that contraction option with negative Beta is negatively related to risk premium,
while operating leverage is positively associated with risk premium. The interactive influence of operating le-
verage and contraction option provides an insightful explanation for value premium phenomenon from a per-
spective on risk-based rational pricing. Further results indicate that contraction option decreases the size effect
in explaining risk premium, and operating leverage increases the book-to-market effect and decreases the size
effect in explaining risk premium, respectively.

Key words: assets-in-place; contraction options; operating leverage; risk premium; value premium



