
Home   All Journals   Economics, Finance & Business   Applied Financial Economics   List of Issues

 Volume 14, Issue 3   Skewness in the conditional distribution ....

Volume 14, 2004 - Issue 3

Applied Financial Economics 

276

Views 

25

CrossRef citations to date 

0

Altmetric

Original Articles

Skewness in the conditional distribution of

daily equity returns
,Richard D. F. Harris  &C. Coskun Küçüközmen Fatih Yilmaz

Pages 195-202 | Published online: 21 Aug 2006

 Cite this article   https://doi.org/10.1080/0960310042000187379

     

 

 Full Article  Figures & data   References  Citations   Metrics

  Reprints & Permissions  Read this article  Share

Abstract

The conditional distribution of asset returns is important for a number of applications in

finance, including financial risk management, asset pricing and option valuation. In the

GARCH framework, it is typically assumed that returns are drawn from a symmetric

conditional distribution such as the normal, Student-t or power exponential. However,

the use of a symmetric distribution is inappropriate if the true conditional distribution of

returns is skewed. This study models the conditional distribution of daily returns in five

international equity market indices and a world equity index using the skewed

generalised-t (SGT) distribution, a distribution that allows for a very wide range of

skewness and kurtosis, and which nests the three most commonly used distributions as

special cases. It is shown that the use of a conditional SGT distribution offers a

substantial improvement in the fit of both GARCH and EGARCH models. Moreover, for

both models, the study strongly rejects the restrictions on the SGT that are implied by

the normal, Student-t and power exponential distributions. With the GARCH
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The Message in Daily Exchange Rates

specification, the conditional distribution is negatively skewed for all six series.

However, for three of these series – namely the US, Japan and the World index – this

skewness can be explained by leverage effects, which are captured by the EGARCH

model. For the remaining three series – the UK, Canada and Germany – the skewness in

the conditional distribution of returns remains even after allowing for leverage effects.

Notes

 See also Liu and Brorsen (1995), Mittnik et al. (1997, 1998a,b) and Mittnik and Rachev

(2000).

 The focus of Hansen (1994) is modelling time variation in the kurtosis and skewness of

returns, but he also estimates models that have constant skewness and kurtosis.

 To facilitate statistical inference, the table reports the transformed skewness

parameter and its standard error. The true skewness parameter can be retrieved by

inverting Equation 10.

1

2

3

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Frfs%252F5.3.593&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1002%252F1099-131x%2528200007%252919%253A4%253C313%253A%253Aaid-for776%253E3.0.co%253B2-e&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1287%252Fmnsc.44.12.1650&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1086%252F294743&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Foso%252F9780198774310.003.0003&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1093%252Foso%252F9780198774310.003.0001&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1198%252F073500102753410390&type=Scholix


Source: Journal of Business and Economic Statistics

Related research 

Recommended articles Cited by 

25

Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

People also read

https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

