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The Examination of Relationship between Stock Systematic Risk and Skewness of Returns
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Abstract

Skewness of stock return is one of the phenomena observed in the financial markets, indicating psychological bias or
tendencies to specific numbers in the market. This study examined the association between systematic risk and skewness in
stock’s return. To this end, two hypotheses were developed and the data of 98 companies listed on Tehran Stock Exchange,
during 2008-2013 and multiple regression with panel data was used to test the hypotheses. The results of the first study
suggest that there was a significant correlation between systematic risk of stocks and positive skewness of stock returns. The
results of the study also suggest that there was a significant and direct correlation between negative skewness and systematic
risk of stock. In other words, the higher the systematic risk, the higher the skewness of stock returns and vice versa.
Therefore, the direct relationship between risk and return is confirmed.

Keywords: Financial capital markets, Stock systematic risk, Skewness of stock return
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