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The Analysis of Stock Level Asymmetric Volatility on the Basis of Risk
Classification Theory

XIE Jianli; DAl Xiaofeng

(Finance and Statistics College of Hunan University, Changsha/Hunan Province, 410006)

Abstract: Scholars have proposed many theories, such as leverage theory and time varying risk
premium theory, to explain stock level asymmetric volatility. But about what is the mostinfluential factor
is still an open question. Plus there is almost no domestic scholars study the asymmetric volatility of
stock level. So, in order to resolve the long existing difference and fill the research gap, this paper
studies the stock level asymmetric volatility on the basis of risk classification theory. According to which,
all stock level asymmetric volatility contributors can be classified into individual specific factor and
market systematic factor. In order to figure out it is more attributed to individual specific factor or market
systematic factor, this paper establishes new asymmetric volatility models. Conclusions of this paper
holds that, First, individual stocks have significant asymmetric volatility. Second, both individual specific
factor and market systematic factor have significant impact on stock level asymmetric volatility, but
market systematic factor is more influential. Besides, different from foreign market, the smaller the
individual stock’s market value, the greater the degree of asymmetric volatility.

Keywords: stock asymmetric volatility; leverage theory; time varying risk premium theory; individual
specific factor; market systematic factor
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