
Accepted Manuscript

Intertemporal risk-return tradeoff in the short-run

Joseph M. Marks, Kiseok Nam

PII: S0165-1765(18)30350-1
DOI: https://doi.org/10.1016/j.econlet.2018.08.031
Reference: ECOLET 8181

To appear in: Economics Letters

Received date : 25 March 2018
Revised date : 24 August 2018
Accepted date : 25 August 2018

Please cite this article as: Marks J.M., Nam K., Intertemporal risk-return tradeoff in the short-run.
Economics Letters (2018), https://doi.org/10.1016/j.econlet.2018.08.031

This is a PDF file of an unedited manuscript that has been accepted for publication. As a service to
our customers we are providing this early version of the manuscript. The manuscript will undergo
copyediting, typesetting, and review of the resulting proof before it is published in its final form.
Please note that during the production process errors may be discovered which could affect the
content, and all legal disclaimers that apply to the journal pertain.

https://doi.org/10.1016/j.econlet.2018.08.031


Highlights MS#E L44482 
Intertemporal Risk-Return T radeoff in the Short-Run

 Using data for 1926-2015, we find that the sign of the intertemporal risk-return relation is 
strongly related to daily market returns. 
 

 The risk-return tradeoff is weak or negative following positive market returns, and significantly 
positive following negative market returns, consistent with positive (negative) returns causing 
aggregate overpricing (underpricing). 

 

 The asymmetry in the intertemporal risk-return relation is further confirmed by the indirect 
relation between contemporaneous volatility innovations and market returns. 
 

 The estimates of the relative risk aversion parameter are strongly affected by the inclusion of a 
term capturing investor adjustment behavior. 
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