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Implied Risk Aversion: Measurement Factors and Information Content

CHEN Rong WANG YiHdeng QIU Zi-hua
( School of Economics Xiamen University Xiamen 361005 Fujian)

Abstract: Risk aversion plays an important role in finance. We use the higher-moment method to recover the time se—
ries and the term structure of implied risk aversion in the Chinese Taiwan market. We find that implied risk aversion of dif-
ferent maturities has similar characteristics and is time-varying. The two most important affecting factors are the lags and the
sentiment. Implied risk aversion has great explanation power on the priori premium and has strong predictive power on the
investor’s preference between risky assets and riskless assets the level of option volatility surface and the skewness.
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