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Table 1 The statistic properties of tail risks
2.1 LPM; p LPM; Bi e HLPM,
1992 4 2016 5 0.005 2 0.008 8 1.134 8 0.002 6
A ST 0.004 9 0.006 8 1.312 1 0.002 9
0.0255 0.0750 2.658 6 0.022 9
2820 0.000 9 0.001 3 -5.097 0 -0.005 2
0.005 2
LPM
HLPM 0.008 8
P o 0.002 6
31' LPM
LPM B;,py  HLPM
1993 4 2016 5
-0.005 2
6
R, < h,
LPM.
R, <h,
LPM.
hp ~ h, h
P i m 2. 2
6 Y%
Y%
5% 10% 20% 50%. Y=0.5 (
Y%
I L ) B SIZE . —
P i m * BM 5 MOM 19 ,
Y% COSK » N Bdown ’ N
IVOL ® MAX *' .
Y% h, h, h, ;
HLPM, Y% =10%
. ; (i- REV * ILLIQ * .
6) (¢ -1) M
h, 3
M x10%
h, M x Fama  MacBeth *
10%
HLPM, R, < h,
R, < h, R,
R, (5) 3.1
1 (1)
50%  50% Y% =10% LPM; ,
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LPM, ,, = Ao, + A, LPM,, + Xy, By pow s + 18.09) .0.456 O( t - 23.73)
Ay, HLPM,, + &, (6)  0.450 4(t- 21.17) .
(6).
> 50%
2 30% 70%
LPM
0.0913 t- 21.13 AT

HLPM 0.296 7

" 14.78. 5 Sk RS AR AU
Bi 1ru 0.0003 t -
5.26
[ -

Fig 1.
2
Table 2 The contributions of three tail risks to the portfolio tail risks
LPM; Bi teum HLPM; R?
0.091 37 | 0.000 37 | 0.296 7***
30% -70% 64.36%
(21.13) (5.26) (14.78)
0.163 27 | 0.000 27 | 0.383 17***
40% -60% 72.54%
(33.22) (3.25) (18.09)
0.259 17 0. 0000 | 0.456 0***
50% —-50% 79.27%
(s0.10) | (1.30) | (23.73) 64. 36%
0.370 7 | 0. 0000 |0.450 4***
60% -40% 86.67%
(65.67) (-0.24) (21.17)
1993 4 2016 5
6 Y % =10%
R
t _ & kKK wkx »
“ 1% 5% 10%
2 2
4
3.2
t- 40%
50%  60%
0.1632(t - 33.22) 0.259 1(t -
50.10)  0.370 7(t - 65. 67)

0.383 1(t-

1

The relations between the tail risks of portfolio and the three tail risks

(
)
RZ
86.67%
HLPM
N . HLPM
1
t
t+1 3

Y% =10%
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Table 3 The statistic properties of the three tail risks
HLPM HLPM LPM, Bi tpw
Rank HLPM | EW return | VW return | LPM; EW return | VW return | B; 1py EW return | VW return
Low -0.0002 | 0.0086 | 0.0071 | 0.0022 0.013 2 0.010 4 -0.126 0 | 0.0101 0.008 3
2 0.001 0 0.0110 | 0.008 4 | 0.003 8 0.012 2 0.009 4 0.480 0 0.0113 0.008 0
3 0.0017 | 0.0108 | 0.0086 | 0.0047 | 0.0114 0.008 3 0.798 6 0.0109 0.007 8
4 0.002 2 0.0112 | 0.008 5 | 0.005 5 0.0115 0.009 1 1.038 8 0.0119 0.008 7
5 0.002 8 0.0121 | 0.008 8 | 0.006 4 0.011 4 0.008 6 1.241 4 0.012 7 0.010 6
6 0.0032 | 0.0125 | 0.0096 | 0.0072 | 0.0111 0.008 8 1.419 6 0.012 1 0.009 1
7 0.003 6 0.0122 | 0.008 7 | 0.008 2 0.011 6 0.009 0 1.591 4 0.012 5 0.009 7
8 0.004 0 0.0127 | 0.009 7 | 0.009 4 0.0117 0.008 7 1.774 5 0.0119 0.008 5
9 0.0044 | 0.0113 | 0.0086 | 0.0112 | 0.009 9 0.007 4 1.998 1 0.010 7 0.007 9
High 0.0052 | 0.0109 | 0.0084 | 0.0165 | 0.009 0 0.006 8 2.366 2 0.009 1 0.006 4
R_diff. 0.0023 | 0.0013 -0.004 1| -0.003 6 -0.0009 | -0.0019
t-stat. (1.99) (1.94) (-3.68) | (-2.18) (-0.72) | ( -1.03)
13 6 Y% =10%
1993 4 2016 5 (EW) (VW)
R_diff High Low
3 HLPM 4
HLPM -0.000 2 HLPM 0. 005 2. B~ Buipen~ 0
HLPM MOM6 . IVOL.
HLPM MAX
HLPM 1VOL 0. 087
N HLPM B~ Biown >
N 3 MOM6 . MAX
HLPM HLPM
HLPM 3.3
LPM
HLPM Fama-MacBeth
HLPM t
Low HLPM R, .. = Ay, + A, Trisk,, + &, ,,, (7)
Trisk, , ( Tail risk: Trisk)
Trisk  HLPM.LPM. B; ,pu
t
(7)
4 Y% =10% 5
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Table 4 The corrections of three tail risks and the ten other variables

HLPM | LPM; | B; 1pw 8 SIZE | BM | MOM6 | Buwn | REV | ILLIQ | COSK | IVOL | MAX
HLPM | 1 |0.071 | 0.598 | 0.459 | -0.018| 0.115 | —0.140| 0.464 |-0.003| -0.030| -0.176| -0.136| —0.028
LPM, 1 0.260 | 0.169 | -0.057| -0.038| 0.049 | 0.165 |-0.028| -0.038| —0.118| 0.087 | 0.104
Bi e 1 0.642 | -0.131| 0.034 | -0.139| 0.683 | -0.076| —0.020| —0.287| -0.001| 0.096
8 1 -0.122| 0.070 | -0.142| 0.947 | -0.070| —0.052| =0.054| —0.011| 0.110
SIZE 1 0.272 | 0.061 | -0.166| 0.026 | —0.213| 0.114 | -0.092| -0.048
BM 1 -0.142| 0.077 | -0.024| -0.055| -0.002| —0.104| —0.052
MOM 1 -0.194| -0.022| -0.103| 0.054 | 0.118 | 0.066
MOM12 ~0.267| -0.014| —0.128| 0.120 | 0.110 | 0.059
Buown 1 ~0.094| -0.025| —0.230| —=0.009| 0.105
REV 1 ~0.083| 0.005 | 0.144 | 0.046
ILLIQ 1 ~0.041| -0.048| —0.060
COSK 1 -0.014| -0.017
IVOL 1 0. 668
MAX 1
5 1 ~ 4 BM MoM6
LPM, LPM,
LPM,
LPM.
-0.230 8 t - -5.07
5 5 ~ 9
HLPM
HLPM
1.0159(t -
4.22)  1.276 4(t - 5.53)
R, =Xy, + Ay, Trisk,, + A, , B, + (7)
Ay, SIZE, +A,, BM,  +As, MOMG, , + HLPM
Eixl (8)
5 5 9 5 Bi LPM N
SIZE Bi LPM
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Table 5 The cross—sectional results with the tail risks and the four standard variables
HLPM LPM, Bi 1rut B SIZE BM MOM6 R*%
0.681 9*** 2.13
(2.73)
-0.326 6*** 0.99
(-5.31)
0.001 1 2.41
(1.48)
1.169 0% | -0.183 1*** -0.001 4 4.43
(4.22) (-3.14) (-1.27)
-0.0012 | -0.004 7* | 0.003 0*** | 0.004 6*** 11.72
( -0.35) (-7.38) (3.61) (2.55)
1.015 9*** -0.007 6** | —0.004 7*** | 0.002 7** | 0.003 9** 12.43
(5.70) ( -2.29) (-7.33) (2.86) (2.32)
-0.291 7% -0.000 5 -0.004 8*** | 0.002 8*** | 0.005 37** 12.28
( -6.10) ( -0.14) (-7.51) (3.21) (2.83)
0.001 6 -0. 069 —0.004 5™ | 0.002 8*** | 0.004 5*** 12.54
(1.59) ( -1.66) ( -6.97) (3.01) (2.60)
1.276 4% | -0.230 8*** -0.001 5 -0.0079 | -0.0049*** | 0.0024* | 0.0045** 13.74
(5.53) (-5.07) (-1.03) ( -2.10) (-7.67) (2.41) (2.53)
B ( size) (BM) 6 ( MOMS) i
t -6 t-1 t t+5
10% t- (e o 1% 5% 10%
1IVOL MAX
( Bion ) ~ LPM,
(REV) . (ILLIQ) . ( COSK) IVOL.MAX  LPM,
(1voL) . ( MAX) ( 4) oL MAX
LPM,
R, =Ag, A, Trisk; . +A,, B, ,+As, SIZE,  + LPM,
Ay, BM;  +As, MOM, ,+)¢, Z, , +&;,., (9) 1%
Z,, 6 HLPM
Blioun REV
COSK IVOL  MAX HLPM
ILLIQ ( VoL  MAX
1.567 4 t - 4. 66) . HLPM
IVOL. MAX HLPM
HLPM
LPM Bi LPM
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6
6 HLPM HLPM
0.8634 t- 3.89
; LPM, Bi e
-0.12 t - -2.83
; B i LPM B i LPM
Bi LPM
5% 10%
(8) . 10% 12
12 5% Bi 1w 10%
10% 20% ~30% ~40% 50%
7 117 -1.85 - B. 1o
7 LPM, 50%
5% 50% B i LPM B down B down
6
HLPM
0.9310
0.342 3 t—
8. 65 3.90.
5%
7
Table 7 The impact of tail risks on the expected returns with different thresholds
5% 10% 20% 30% 40% 50%
0.931 07 0.868 97 0.713 37 0.518 77 0.469 9*** 0.342 3%

HLPM (6.65) (7.56) (6.71) (5.45) (5.15) (3.90)
LPM. 0.039 8 —-0.069 0** -0.107 4** —-0.119 247 -0.107 0*** | -0.097 9***

! (0.92) (-2.57) (-5.89) (-8.17) ( -8.40) ( -8.52)
P -0.001 0 -0.002 2" -0.000 5 -0.000 9 -0.003 7 0.000 0

P (-1.17) (-1.85) ( -0.25) (-0.29) (-0.97) (0.00)
6

& Kk kkry WwE gy 1% 5% 10%

5% ~10% ~20% ~30% ~40% 50%
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X
“ Y% HLPM
D Xms - Y% 12
X 10% HLPM 12ms -
10% .
Bi LPM
Bloun
4 HLPM
8
HLPM
8
HLPM High
Low
4.1 0.11% 0.50%
HLPM HLPM
3ms —-20% HLPM
High Low 1%
" t— 3.42 3.66
8 HLPM alpha
Table 8 The HLPM and FFC4-alpha with different thresholds and time windows
HLPM 6ms —10% 6ms —20% 3ms -20% 12ms -5% 12ms - 10%
Rank HLPM Return HLPM Return HLPM Return HLPM Return HLPM Return
Low | —0.000 8 0.006 6 0.056 4 0.007 1 -0.0472 | 0.009 3 -0.003 1 0.007 5 -0.000 8 0.007 2
2 0.000 8 0.009 7 0.1820 0.008 6 0.126 8 0.009 0 —-0.000 3 0.009 4 0.002 2 0.009 7
3 0.001 5 0.009 2 0.246 8 0.009 7 0.2112 0.009 2 0.000 6 0.009 4 0.003 5 0.009 8
4 0.002 1 0.010 4 0.298 4 0.009 9 0.2752 00102 0.001 3 0.010 0 0.004 5 0.009 9
5 0.002 7 0.0110 0.346 2 0.0109 0.330 8 0.0109 0.001 9 0.010 2 0.005 6 0.010 6
6 0.003 2 0.011 8 0.389 9 0.010 1 0.383 1 0.010 7 0.002 5 0.0117 0.006 8 0.011 6
7 0.003 6 0.0114 0.4319 0.010 7 0.439 6 0.010 4 0.003 1 0.012 1 0.007 7 0.0119
8 0.004 0 0.0109 0.476 9 0.0110 0.5200 0.010 6 0.003 7 0.012 7 0.008 6 0.012 4
9 0.004 5 0.010 5 0.534 6 0.012 0 0.695 3 0.010 4 0.004 2 0.012 6 0.009 5 0.0125
High | 0.005 3 0.011 1 0.640 1 0.0120 1.146 2 0.010 5 0.005 2 0.0119 0.010 9 0.0120
R_diff 0.004 67 0.005 0*** 0.001 1 0.004 47 0.004 87
t-stat (3.66) (3.62) (0.91) (3.43) (3.66)
FFC4q 0.003 8" 0.005 0** 0.001 5 0.003 9" 0.004 2"
t-stat (1.78) (2.22) (0.80) (1.81) (1.84)
: FFC4a: FFC4 R_diff H-. o 1% 5% 10%
FFC4 . 8
FFC4 ? alpha
High  Low 3ms - 20%




— 82 — 2019 8
High HLPM
Low alpha 0.15% 0.5% HTB HLPM
t— 1.78 2.22 HTB
10% 8
9 HTB
FFC4 . 9
HTB
High Low
0.25% 0.65% t— 2.05
8 High 5.86
Low HLPM
0.15% High Low
0.50% 1.8% 6% FFC4 FFC4 alpha
4.2 Beta 6ms — 10% 6ms — 20% 3ms — 20%
alpha 0.47% 0.72% t-
( HTB) 2.37 415 . 8
2 (R,~h,)) (R, -h,) HLPM  High Low FFC4
HLPM, ieh
HTB:LPM(R") = — (10) HTB
m R;i( R, - h,) alpha HLPM  HTB
HTB Bi 1en
(3) HTB HTB
Bi LPM
9 ( HTB)
Table 9 The hybrid tail beta ( HTB)
HTB 6ms —10% 6ms —20% 3ms -20% 12ms 5% 12ms - 10%
Rank | HTB Return HTB Return HTB Return HTB Return HTB | Retumn
Low |-0.9905 0.0079 | -0.1273| 0.0072 | -0.1785| 0.0090 | -5.0905 | 0.0089 | -0.2216| 0.008 1
2 |-0.0830 0.0089 | 0.1335 | 0.0076 | 0.1112 | 0.0067 | —1.1434 | 0.0093 | 0.0631 | 0.008 2
3 0.1137] 0.0091 | 0.2139 | 0.0083 | 0.1923 | 0.0080 | —0.4469 | 0.0094 | 0.1462 | 0.0097
4 [0.1984| 0.0097 | 0.2720 | 0.0103 | 0.2447 | 0.0092 | -0.1145 | 0.0089 | 0.2053 | 0.009 8
5 10.2769| 0.0112 | 0.3126 | 0.0103 | 0.2925 | 0.0100 | 0.1008 | 0.0108 | 0.2603 | 0.0109
6 [0.3539| 0.0114 | 0.3527 | 0.0106 | 0.3438 | 0.0107 | 0.2268 | 0.0116 | 0.3179 | 0.0121
7 |0.4578| o0.0116 | 0.3999 | 0.0115 | 0.4074 | 0.0111 | 0.3132 | 0.0136 | 0.3710 | 0.0130
8 [0.6419| 0.0103 | 0.4617 | 0.0116 | 0.5103 | 0.0119 | 0.3961 | 0.0121 | 0.4252 | 0.0130
9 |0.9182| 0.0113 | 0.5651 | 0.0126 | 0.7314 | 0.0124 | 0.5219 | 0.0114 | 0.4897 | 0.0119
High [1.5708 | 0.0128 | 0.9397 | 0.0137 | 1.5505 | 0.0142 | 0.9166 | 0.0116 | 0.6042 | 0.0106
R_diff 0.005 0*** 0.006 5*** 0.005 2*** .002 7% 0.002 5**
t - stat (4.30) (5.86) (4.96) (2.39) (2.05)
FFC4a 0.004 7** 0.007 2*** 0.005 8 *** 0.002 4 0.002 7
t - stat (2.37) (4.15) (3.82) (1.18) (1.24)
. FFC4q: FFC4 R_diff H-L L e e 1% 5% 10%
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10%
5 t
t
10 x
10 x2
10 x (10 x10) x2
t t-6 t-1
10
Table 10 The cross groups between idiosyncratic tail risk and other variables
LPM,
B SIZE BM MoMe6 Blioun REV ILLIQ COSK VoL MAX
Rank
0.013 4 0.014 1 0.014 2 0.014 0 0.013 3 0.014 5 0.013 8 0.014 3 0.014 9 0.014 4
bow (3.95) (4.11) (4.13) (4.11) (3.91) (4.21) (4.05) (4.17) (4.31) (4.28)
0.0132 0.0138 0.013 3 0.013 6 0.0137 0.013 6 0.014 0 0.014 2 0.0139 0.014 6
? (3.98) (4.15) (4.05) (4.16) (4.08) (4.13) (4.25) (4.27) (4.24) (4.38)
0.012 9 0.013 1 0.0130 0.013 4 0.013 0 0.013 1 0.0130 0.0132 0.013 4 0.013 3
’ (3.93) (4.03) (3.97) (4.07) (3.94) (3.99) (3.94) (3.99) (4.10) (4.07)
0.012 9 0.012 4 0.0129 0.012 7 0.0125 0.012 0 0.013 0 0.012 6 0.0130 0.013 1
! (3.90) (3.79) (3.97) (3.90) (3.81) (3.74) (3.98) (3.90) (3.98) (3.98)
0.012 8 0.0129 0.0125 0.012 4 0.012 7 0.0129 0.013 1 0.012 6 0.012 6 0.012 6
: (3.95) (3.98) (3.87) (3.80) (3.94) (3.93) (4.02) (3.88) (3.86) (3.85)
0.012 7 0.012 8 0.0127 0.012 2 0.012 4 0.012 3 0.0122 0.012 4 0.0119 0.012 6
6 (3.95) (3.98) (3.92) (3.79) (3.85) (3.79) (3.76) (3.86) (3.71) (3.86)
0.0117 0.012 4 0.012 0 0.0115 0.012 1 0.0130 0.0122 0.0115 0.012 5 0.012 1
! (3.59) (3.82) (3.71) (3.55) (3.75) (3.97) (3.78) (3.51) (3.81) (3.72)
0.0125 0.0118 0.0122 0.011 6 0.0123 0.011 6 0.0120 0.0119 0.011 1 0.0109
’ (3.90) (3.66) (3.73) (3.55) (3.81) (3.57) (3.73) (3.67) (3.48) (3.41)
0.0110 0.010 3 0.0107 0.0109 0.0110 0.010 4 0.010 3 0.010 4 0.010 4 0.010 3

’ (3.45) (3.18) (3.35) (3.38) (3.42) (3.23) (3.20) (3.24) (3.24) (3.18)

) 0.009 8 0.008 9 0.009 3 0.010 3 0.009 9 0.009 5 0.009 0 0.009 5 0.008 6 0.008 7
High (2.97) (2.72) (2.79) (3.14) (3.01) (2.91) (2.74) (2.90) (2.62) (2.65)
R_diff | -0.003 6| -0.005 1 [-0.004 9| -0.003 7| -0.003 4™*|-0. 005 0| =0.004 8" |-0.004 8| ~0.006 3™ | -0.005 7"
t—stat | ( =3.86) | (=5.46) | (=5.20) | (=4. 08) | ( =3.54) | (=5.01) | (=5.06) | (=5 19 | ( =6.24) | ( =5. 65)
FFC4a [ -0.003 57| =0.004 7™ |-0.004 7| 0. 003 6| -0. 003 1°*|-0. 004 8| —=0.004 7| -0.004 6| =0.005 9| —0.005 5™
Lmstat | (=2.70) | (=3.39) | (=3.11) | (=2.53) | (=2.28) | (=3.06) | (-3.25 | (=3.21) | (=3 78) | (-4 03)

Y% =10% t- ey 1% 5% 10%
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t t+5 B Low
L-LPM, ( 11) Low
L-HLPM(  12)
B LPM,
HLPM
High
Low -0.36%(t- -
10 3.86) High Low
0.29%(t - 3. 53)
11
10 11
B
11
Table 11 The cross groups between the hybrid tail risk and other variables
HLPM
Rank B SIZE BM MOM6 Baown REV ILLIQ COSK VoL MAX
- 0.0096 | 0.0094 | 0.0119 | 0.0091 | 0.0104 | 0.0100 | 0.0098 | 0.0112 | 0.0099 | 0.0093
(2.87) | (2.78) | (3.45) | (2.82) (3. 08) (3.04) | (2.93) (3. 34) (2. 96) (2. 86)
0.0116 | 0.0123 | 0. 0128 | 0.0116 | 0.0122 | 0.0104 | 0.0117 | 0.0128 | 0.0116 | 0.0117
2 (3.53) | (3.63) | (3.77) | (3.55 (3. 68) (3.15) | (3.48) (3. 82) (3. 45) (3. 49)
5 0.0125 | 0.0125 | 0. 0133 | 0.0123 | 0.0124 | 0.0110 | 0.0127 | 0.0135 | 0.0130 | 0.0128
(3.72) | (3.77) | (4.01) | (3.89) (3. 71) (3.35) | (3.78) (4. 06) (3. 89) (3. 80)
0.0127 | 0.0126 | 0. 0131 | 0.0128 | 0.0128 | 0.0115 | 0.0132 | 0.0132 | 0.0130 | 0.0133
! (3.88) | (3.87) | (3.97) | (4.04) (3. 92) (3.49) | (3.98) (4. 04) (3.97) (3. 99)
0.0135|0.0129 | 0.0131 | 0.0130 | 0.0124 | 0.0111 | 0.0127 | 0.0130 | 0.0129 | 0.0134
: (4.13) | (3.92) | (4.03) | (4. 10) (3. 77) (3.44) | (3.92) (3. 97) (3. 96) (4. 08)
. 0.0128 | 0.0132 | 0. 0134 | 0.0142 | 0.0129 | 0.0114 | 0.0128 | 0.0131 | 0.0123 | 0.0127
(3.89) | (4.07) | (4.14) | (4. 42) (3. 93) (3.51) | (3.97) (4. 03) (3. 80) (3. 94)
. 0.0130 | 0. 0130 | 0. 0127 | 0.0140 | 0.0129 | 0.0113 | 0.0130 | 0.0124 | 0.0132 | 0.0132
(3.93) | (4.02) | (3.95) | (4.38) (3. 93) (3.49) | (3.99) (3. 85) (4. 06) (4. 06)
0. 0124 | 0.0124 | 0.0129 | 0.0143 | 0.0124 | 0.0120 | 0.0130 | 0.0117 | 0.0132 | 0.0127
’ (3.82) | (3.86) | (3.95) | (4.50) (3. 83) (3.62) | (4.01) (3. 61) (4. 09) (3. 94)
0.0126 | 0.0127 | 0. 0124 | 0.0143 | 0.0126 | 0.0111 | 0.0126 | 0.0114 | 0.0122 | 0.0125
’ (4.03) | (3.98) | (3.92) | (4.45) (3. 97) (3.39) | (3.93) (3. 52) (3. 77) (3. 88)
A 0.0126 | 0.0122 | 0. 0125 | 0.0141 | 0.0124 | 0.0114 | 0.0118 | 0.0108 | 0.0121 | 0.01l5
Hieh (3.98) | (3.81) | (3.88) | (4.41) (3. 92) (3. 48) | (3.68) (3. 36) (3. 77) (3. 57)
R_diff .002 9***0.002 8***| 0. 0006 [0.005 0™ | 0. 002 1** | 0. 001 4" [0.0020* | -0.0004 [0.0022* | 0. 0022*
t-stat | (3.53) | (3.15) | (0.66) | (4.98) (2. 28) (1.85) | (2.24) | (-0.42) | (2.34) (2. 30)
FFC4o 0. 003 3*%/0. 002 8" | 0. 0008 |0.0047** | 0. 0026 [0.0013** | 0.0020 | -0.0002 | 0.0021 | 0.0022
t-stat | (2.39) | (1.77) | (0.51) | (2.85) (1. 71) (2.11) | (1.20) | (-0.09) | (1. 19) (1. 24)
Y% =10% t- B 1% 5% 10%
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Idiosyncratic tail risk hybrid tail risk and asset pricing: Evidence from Chi-
na’ s A-share market

LING AiHan XIE Lin-:

School of Finance Jiangxi University of Finance and Economics Nanchang 330013 China

Abstract: Tail risks of portfolios measured by the lower partial moment ( LPM) can be decomposed into idio—
syncratic tail risk systematic tail risk and hybrid tail risk. This paper studies the pricing functions of the three
types of tail risks on the expected return of assets. The evidences from China A-share market show that: 1) id-
iosyncratic tail risk has a significantly negative correlation with the expected return of cross-sectional assets.
2) There is a significantly positive correlation between hybrid tail risk and the expected returns of assets.
Hence hybrid tail risk has a strong positive pricing power which is stronger than the market beta and downside
beta. 3) Systemic tail risk has the weakest impact on the expected return of assets. 4) The portfolio returns
difference series based on the idiosyncratic tail risk and hybrid tail risk are tested by the fourHactor model
and the time series regression shows significant four-factor alphas for both tail risks. This shows that the rela—
tionship between idiosyncratic and hybrid tail risk and the expected returns of assets cannot be explained by
the fourHactor model.

Key words: asset pricing; lower partial moment; idiosyncratic tail risk; hybrid tail risk; systemic tail risk



