
 

Accepted Manuscript

Distribution Uncertainty and Expected Stock Returns

Joon Chae , Eun Jung Lee

PII: S1544-6123(17)30357-4
DOI: 10.1016/j.frl.2017.10.006
Reference: FRL 788

To appear in: Finance Research Letters

Received date: 27 June 2017
Accepted date: 6 October 2017

Please cite this article as: Joon Chae , Eun Jung Lee , Distribution Uncertainty and Expected Stock
Returns, Finance Research Letters (2017), doi: 10.1016/j.frl.2017.10.006

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.frl.2017.10.006
https://doi.org/10.1016/j.frl.2017.10.006


ACCEPTED MANUSCRIPT

ACCEPTED M
ANUSCRIP

T

1 

 

Distribution Uncertainty and Expected Stock Returns* 
 

 

Joon Chae**      Eun Jung Lee*** 

 

 

 

 

 

Abstract 

 
We investigate the significance of differences of the return distribution (distribution uncertainty) in 

the cross-sectional pricing of stocks. Our parsimonious proxies for distribution uncertainty measure 

the difference of distributions between an individual stock return and the market return. We find 

that stocks with higher distribution uncertainty exhibit higher returns, and the difference between 

the returns on the portfolios with the highest and lowest distribution uncertainty is significantly 

positive. We investigate the robustness of our empirical results and find that the impact of 

distribution uncertainty persists after accounting for firm characteristics. 
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