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Does the Asymmetric Effect in Conditional
Beta Change Over the Business Cycle?

Jinho Bae*

Abstract

Braun, Nelson, and Sunier(1995) find weak evidence of the
asymmetric effect in conditional beta for portfolio returns while
Cho and Engle(1999) find strong evidence of the effect for
individual stock returns. This paper analyzes whether the effect
changes over the business cycle. The models used in the two
earlier studies are extended to allow for the dependence of the
effect on business conditions. Main empirical finding is that the
dependence of the asymmetric effect on business conditions is
strong for individual stock returns and weak for portfolio

returns.
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