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December 1, 2016

• The risk-return trade-o� procyclically varies with business cycles.

• The risk-return trade-o� asymmetrically responds to market timing.

• Modeling time-varying skewness lowers the level of the risk-return trade-o�.

• Macroeconomic �uctuations signi�cantly explain risk-return trade-o� dynamics.

• The risk-return trade-o� is nonlinearly related to macroeconomic dynamics.
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