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Abstract 
In this paper, we follow Ghysels, Santa-Clara, and Valkanov's (2005, Journal of Financial 
Economics) approach to study the intertemporal relation between the conditional mean and 
variance of aggregate stock market returns in the Asian Pacific region. Using the mixed 
data sampling (MIDAS) we find that there is no significant positive relationship between 
risk and the expected stock returns in most markets. We also employ asymmetric 
specifications of the variance process within the MIDAS framework, and the results do not 
improve much compared to the symmetric models. 
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1.  Introduction 
The tradeoff between risk and return in stock markets is one of the fundamental research themes in 
asset valuation. Based on the Merton (1973) intertemporal capital asset pricing model (ICAPM), 
Merton (1980) first establishes the following model: 

1 1[ ] [ ]t t t tE R Var Rμ γ+ += + , (1) 
where μ  is an abnormal return and γ  measures the impact of the conditional variance ( 1[ ]t tVar R + ) on 
the expected excess returns ( 1[ ]t tE R + ). By theory, γ  should be positive as the parameter corresponds to 
the coefficient of relative risk aversion of a representative investor – when a stock market becomes 
riskier a larger compensation (risk premium) is required. 

While the financial theory clearly asserts that the relative risk aversion parameter (γ ) should be 
positive, the regarding empirical results are rather mixed. For example, French, Schwert, and 
Stambaugh (1987), and Campbell and Hentschel (1992) find a positive relation yet in most cases the 
relation is not statistically significant. On the other hand, Campbell (1987) and Nelson (1991) find a 
significant relation, yet the relation is actually negative. Glosten, Jagannathan, and Runkle (GJR, 1993) 
and Harvey (2001) also find that the estimated relative risk aversion can be very sensitive to the 
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models used. Overall, the inconsistent findings of the above studies are arguably due to different 
methodologies, markets and sampling periods used. 

In a recent paper, Ghysels, Santa-Clara, and Valkanov (2005) propose a mixed data sampling 
(MIDAS) (mixed-frequency) technique to forecast “monthly” variance with past “daily” squared 
returns. Using this new approach, they are able to establish a significantly positive relation between 
risk and return in the U.S. stock market. They also find that the results are very similar when different 
settings (symmetric vs. asymmetric) are considered. Applying the same MIDAS technique to four 
European stock market indices and the Euro Stoxx 50 Index, Leon, Nave, and Rubio (2007) also arrive 
at a significantly positive risk/return relation in most European stock indices and the relation becomes 
even stronger when the asymmetric setting is considered. 

Though the literature regarding the risk and return relation is abundant, most of them focus on 
the developed stock markets (such as U.S. and European markets). Harvey (1995) suggests that the 
emerging stock markets (such as Asian Pacific markets) exhibit relative high expected return and high 
volatility. Therefore, the risk/return relation in Asian Pacific markets might show a different pattern 
than those in the U.S. and European markets. To date, there are only a limited number of papers have 
explored the issue beyond the U.S. and European markets. Using GARCH-in-Mean models, 
Theodossiou and Lee (1995) find no risk-return relationship in ten countries including Australia and 
Japan. De Santis and Imrohoroglu (1997) also fail to establish a significant relation in six Asian 
markets with multivariate GARCH models. More recently, Darrat, Gilley, Li, and Wu (2011) study the 
risk-return relations in eleven Asian Pacific markets using a plain vanilla regression approach as well 
as various GARCH models. They find that the empirical result is sensitive to the models used. The 
plain vanilla approach fails to establish a significantly positive risk-return relation – in contrast, in 
many markets a significantly negative relation is found. The overall evidence from the GARCH 
models appears to support a significantly positive risk/return relation in more markets but only in 
certain periods. 

In this paper, we study the risk-return relation in the same eleven Asian-Pacific stock markets 
as Darrat et al. (2011) – namely, Australia, Hong Kong, Indonesia, Japan, Korea, Malaysia, New 
Zealand, the Philippines, Singapore, Taiwan, and Thailand. The main difference between our paper and 
Darrat et al. (2011) is the methodologies used. In this paper, we apply the MIDAS framework to 
analyze the risk/return trade-off in these countries. Using the MIDAS approach, we are able to conduct 
a new test which is in contrast to the two other approaches used in Darrat et al. (2011) and the new 
approach may provide further insight on the risk-return relation in the Asian Pacific stock markets. 
Interestingly, unlike the U.S. and European results in Ghysels et al. (2005) and Leon et al. (2007) with 
MIDAS, we do not find a significant positive risk-return relation in most of the Asian Pacific markets. 

The remainder of this paper is structured as follows. Section 2 describes the data set used in this 
study. Section 3 reports the results from the MIDAS under a symmetric framework. Section 4 
discusses the results from the asymmetric MIDAS. Section 5 presents diagnostic tests for various 
volatility models. Section 6 concludes. 
 
 
2.  Data 
We use the daily stock market indices from eleven countries in Asian Pacific: Australian All Ordinary 
market index (Australia), Hang Seng (Hong Kong), Jakarta Composite (Indonesia), Nikkei 225 
(Japan), KLCI Composite (Malaysia), Seoul Composite (Korea), New Zealand DS market index (New 
Zealand), Philippine DS market index (the Philippines), Straits Times (Singapore), Taiwan SE 
Weighted (Taiwan), and Bangkok SET (Thailand). All indices data are collected from DataStream. For 
all the eleven markets, the sample starts from the 2nd of January 1989 and ends on the 6th of December 
2006, giving 4678 daily observations for each country. The daily market return at day t is computed as 
the log difference of the market indices at day t and day t-1. Monthly returns are the log difference of 
two last trading-day prices from two consecutive months. 
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We also collect the short-term daily risk-free rate for each market from DataStream. They are: 
the one month interbank middle rate for Australia, the one month interbank middle rate for Hong 
Kong, the interbank call rate for Indonesia, the Gensaki one month Treasury bill middle rate for Japan, 
the one month deposit middle rate for Malaysia, the one year monetary STAB bonds rate for Korea, the 
3 months Treasury bill rate for New Zealand, the 91 days Treasury bill rate for the Philippines, the 3 
months Treasury bill rate for Singapore, the one month deposit rate for Taiwan, and the 3 months 
interbank rate for Thailand. The daily equity excess returns are obtained by taking the difference 
between the index return and the short-term interest rate. 
 
Table 1: Summary Statistics of Market Indices Returns in Asian Pacific Region 
 

  Autocorrelation  
Country Mean Std. Dev. Skewness Kurtosis 1ρ  2ρ  3ρ  12ρ  AR(1-12) T 
Panel A: Excess Returns 
Australia 2.232 1.596 -0.303 -0.272 -0.042 0.035 -0.032 -0.023 -0.089 214 
Hong Kong 8.712 6.996 0.224 2.391 0.002 -0.019 -0.086 -0.088 -0.101 214 
Indonesia -1.248 10.404 0.173 3.898 0.194 -0.017 -0.063 -0.012 0.282 214 
Japan -3.168 4.740 -0.106 0.364 -0.012 -0.007 0.010 -0.040 -0.020 214 
Malaysia -1.028 7.596 0.454 3.025 0.082 0.155 -0.162 -0.050 0.031 214 
Korea 2.460 10.116 0.839 3.086 0.090 -0.032 -0.044 -0.083 0.059 214 
New Zealand -1.980 3.000 0.473 3.268 -0.022 0.005 0.058 -0.062 -0.056 214 
Philippines 3.756 8.772 0.567 2.823 0.158 0.046 0.010 0.036 0.049 214 
Singapore 6.312 5.628 0.090 2.478 0.058 0.103 -0.106 0.012 -0.070 214 
Taiwan 2.448 11.940 0.380 2.287 0.106 -0.006 -0.019 -0.129 -0.301 214 
Thailand 0.494 11.748 0.265 1.223 0.078 0.101 -0.057 0.060 0.178 214 
Panel B: Monthly Realized Variance 
Australia 1.620 0.001 4.069 24.222 0.188 0.092 0.131 0.040 0.193 213 
Hong Kong 6.276 0.083 5.660 42.626 0.400 0.187 0.239 0.236 0.117 213 
Indonesia 5.988 0.127 7.784 81.477 0.227 0.115 0.119 0.197 0.073 213 
Japan 5.004 0.017 2.192 6.184 0.454 0.239 0.082 0.125 -0.034 213 
Malaysia 5.388 0.229 10.101 121.604 0.234 0.153 0.130 0.088 0.147 213 
Korea 8.424 0.068 2.548 9.183 0.714 0.534 0.458 0.400 0.364 213 
New Zealand 2.232 0.008 5.508 42.438 0.249 0.245 0.206 0.179 0.169 213 
Philippines 4.788 0.029 3.260 12.513 0.280 0.255 0.200 0.190 0.030 213 
Singapore 3.840 0.025 4.323 25.106 0.453 0.218 0.286 0.269 0.246 213 
Taiwan 8.724 0.097 3.256 12.466 0.783 0.688 0.609 0.519 0.126 213 
Thailand 7.044 0.059 3.241 14.001 0.416 0.277 0.214 0.296 0.187 213 

Notes: This table provides the mean, standard deviations, and autocorrelation coefficients of monthly stock market returns 
of 11 Asian Pacific markets. Arithmetic average returns are reported. Both mean and standard deviations are in 
annualized percentage terms. All returns are calculated in local currency terms. The table also shows the 
coefficient of the autocorrelation and the sum of the first 12 autocorrelations. T is the number of observation. The 
sample starts from January 1989 and ends in December 2006. Panel A reports the summary statistics of the excess 
returns, which is the difference between the raw returns on the market indices and the risk-free rates. Panel B 
reports the summary statistics of the realized monthly variance, which is computed from within-month daily data. 

 
The summary statistics for the monthly excess returns and the monthly realized variance are 

displayed in Table 1 for each market. The monthly excess returns and monthly realized variance are 
calculated from within-month daily data as described above. The statistics include the mean, standard 
deviation, skewness, kurtosis, and autocorrelations for both the monthly excess returns and monthly 
realized variance. 

Hong Kong and Singapore have relatively high average annualized monthly excess return 
(8.7% and 6.3%, respectively) and moderate realized variance. Four markets (Indonesia, Japan, 
Malaysia and New Zealand) have negative average monthly excess return. The range of average 
monthly realized variance is greater for the emerging than the developed markets (especially compared 
to Australia and New Zealand). Among them, the mean monthly realized variance for Korea and 
Taiwan are both higher than 8%. 

The emerging market returns are also more autocorrelated on average. In particular, Indonesia 
and the Philippines have a first-order autocorrelation for excess return above 15%. This suggests that 
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the excess returns in many of these markets are predictable to some extent. Those markets that have 
higher mean monthly realized variance also have higher autocorrelation. These markets are mostly 
emerging markets such as Korean and Taiwan. This evidence suggests that the variances are very 
persistent especially in emerging markets. 
 
 
3.  Symmetric MIDAS Tests of the Risk-Return Trade-Off 
In this section, we follow Ghysels et al. (2005) and use the MIDAS estimator of conditional variance 
to examine the ICAPM relation between risk and return of the stock markets in the Asian Pacific 
region. Basically, the key idea of MIDAS is to use a mixed-frequency regression. In this paper we use 
both monthly and daily data in the regression. The main equation in the MIDAS regression is 

1 1 1( )midas
t t t tR Var Rμ γ ε+ + += + + , (2) 

where 1tR + is the market excess return, measured at monthly intervals, and 1( )midas
t tVar R +  is based on 

past squared excess return data 
2
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where 2
t dr − is the lagged daily squared market excess return associated with a predicting horizon of 22 
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This weighting approach can capture the dynamics of the conditional variances that ensures all 
the weights are positive (Ghysels et al., 2005). The relation between risk and return (in the Asian 
Pacific stock markets) can be tested by estimating (2) and (3) using the maximum likelihood method. 

1 2, , ,k kμ γ  are the unknown parameters to be estimated. 
Table 2 contains the estimation result of the risk-return trade-off equation with the symmetric 

MIDAS for the eleven Asian Pacific stock market indices. The estimated risk aversion coefficients are 
all insignificant except for Thailand which has a significant negative coefficient ( 1.08γ = − ). There are 
only three markets (Australia, Japan, and Korea) exhibit positive sign on risk aversion parameter but 
none of them is statistically significant. There is no particular economic interpretation for the 
coefficients of 1k  and 2k  individually. Notably, 2k  is almost insignificant from zero in all cases. 

Using MIDAS conditional variance in risk-return trade-off equation, Ghysels et al. (2005) find 
significant positive estimates for γ  with US data and Leon et al. (2007) provide further supportive 
evidence with European data. However, such results do not show up in our Asian Pacific study. The 
plausible explanation is that most of the markets we examined are emerging markets which could 
behave very differently from developed markets due to the difference in market systems and investors 
behavior. 
 
Table 2: The Risk-Return Trade-Off in Asian Pacific under MIDAS Specification 
 

Country μ  γ  
1k  2k  2

RR  2Rσ  LLF 
Australia 0.001 0.853 0.023 -0.002    
 (0.247) (0.245) (0.233) (-0.694) 0.000 0.125 574.951 
Hong Kong 0.015 -1.389 0.226 -0.004    
 (3.197) (-1.041) (1.946) (-2.101) 0.006 0.199 437.925 
Indonesia 0.015 -3.371** 0.010 0.000    
 (3.027) (-2.481) (1.203) (-1.124) 0.033 0.388 323.877 

                                                 
1 There are typically 22 trading days in a month for most markets. 
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Table 2: The Risk-Return Trade-Off in Asian Pacific under MIDAS Specification - continous 
 

Japan -0.012 1.957 -0.061 0.000    
 (-1.538) (0.938) (-2.284) (1.871) 0.000 0.101 452.375 
Malaysia 0.003 -1.126 -0.009 0.000    
 (0.923) (-0.884) (-0.464) (-0.043) 0.000 0.153 426.819 
Korea -0.008 1.292 -0.047 0.000    
 (-0.995) (1.005) (-2.756) (2.604) 0.002 0.301 400.415 
New Zealand 0.006 -4.147 -0.022 0.000    
 (1.727) (-1.644) (-1.204) (1.521) 0.012 0.159 518.779 
Philippines 0.016 -3.751 -0.008 0.000    
 (2.115) (-1.752) (-0.786) (0.462) 0.002 0.217 380.051 
Singapore 0.006 -0.521 -0.024 0.000    
 (1.264) (-0.271) (-2.377) (2.134) 0.002 0.342 445.434 
Taiwan 0.011 -1.367 -0.043 0.000    
 (1.395) (-1.079) (-2.224) (1.960) 0.001 0.087 384.650 
Thailand 0.014 -2.549 -0.021 0.000    
 (1.685) (-1.670) (-1.882) (1.433) 0.011 0.425 356.153 

Notes: This table shows estimates of the risk-return trade-off, 1 1[ ] [ ]t t t tE R Var Rμ γ
+ +

= + , with the mixed data sampling 
(MIDAS) estimators of conditions variance given by expression (11) to (12). The coefficients and the 
corresponding Bollerslev and Wooldridge’s (1992) robust t-statistics (in parentheses) are shown for the entire 
sample period in the Asian Pacific markets. Monthly returns are used to estimate the relative risk coefficient γ , 

and daily data are used to construct the conditional variance estimator. 2

RR and 2Rσ quantify the explanatory power 
of the variance estimators in predictive regressions for realized returns and variances, respectively. LLF stands for 
the log likelihood value. The sample starts from January 1989 and ends in December 2006. 

 
 
4.  Asymmetric MIDAS Tests of the Risk-return Trade-off 
According to Nelson (1991), a negative return in the market has a much larger impact on the next day’s 
volatility than the positive return with the same magnitude. In Ghysels et al. (2005), a modified version 
of the MIDAS is suggested in order to incorporate such an asymmetric effect. In this section, we 
further consider an asymmetric MIDAS model to examine the ICAPM relation. The asymmetric 
MIDAS estimator is specified as 

2 2
1 2 1 2

0 0
22 ( ; , ) (2 ) ( ; , )

D D
amidas

t t d t d t d t d
d d

Var w d k k I r w d k k I rθ θ− − − + + +
− − − −

= =

⎡ ⎤= + −⎢ ⎥⎣ ⎦
∑ ∑ , (5) 

where t dI −
− is the indicator function for { 0}t dr − < , and t dI +

− is the indicator function for { 0}t dr − ≥ , and θ  
is in the interval (0,2), which controls the total weight of negative shocks on the conditional variance. 

1 2 1 2, , , ,k k k kθ + + − −  are the parameters to be estimated. 
Table 3 presents the estimated coefficients of the relation between risk and return with the 

asymmetric MIDAS specification. Compared to the findings in Table 2, we recognize that the different 
impact of negative and positive shocks does not change the overall picture of the results. There is only 
one market (Korea) coming out with a positive risk-aversion coefficient (γ ) but the coefficient is not 
statistically significant. For the remaining markets, they all get negative γ ’s and the majority of these 
estimated coefficients are insignificant, except for New Zealand and Thailand. 
 
Table 3: The Risk-Return Trade-Off in Asian Pacific under Asymmetric MIDAS Specification 
 

Country μ  γ
1k +  2k +  1k −  2k −  2

RR  2Rσ  LLF 

Australia 0.010 -5.503 -0.021 0.000 0.027 0.000    
 (1.825) (-1.307) (4.241) (0.035) (-0.315) (0.403) 0.000 0.125 582.234 
Hong Kong 0.018 -1.822 -0.021 0.000 6.720 -0.170    
 (3.446) (-1.303) (2.506) (-1.133) (1.089) (0.905) 0.006 0.199 448.294 
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Table 3: The Risk-Return Trade-Off in Asian Pacific under Asymmetric MIDAS Specification - continous 
 

Indonesia 0.009 -1.890 -0.021 0.000 0.909 0.008    
 (1.853) (-1.498) (5.028) (1.150) (-1.220) (22.060) 0.035 0.123 355.370 
Japan -0.003 -0.053 -0.021 0.000 -0.070 0.000    
 (-0.527) (-0.030) (6.014) (1.271) (-1.266) (-2.553) 0.000 0.101 455.185 
Malaysia 0.004 -2.017 -0.021 0.000 -0.013 0.000    
 (1.366) (-1.690) (25.506) (-2.848) (2.826) (-1.378) 0.000 0.153 428.812 
Korea -0.010 1.740 -0.021 0.000 2.521 -0.065    
 (-1.505) (1.411) (4.930) (1.296) (-1.247) (1.726) 0.002 0.301 408.706 
New Zealand 0.007 -5.167** -0.021 0.000 0.077 0.000    
 (2.392) (-2.295) (6.847) (-2.585) (1.578) (0.788) 0.011 0.138 533.781 
Philippines 0.012 -2.557 -0.021 0.000 41.413 -3.900    
 (1.724) (-1.411) (3.565) (1.246) (-1.321) (1.726) 0.002 0.217 392.079 
Singapore 0.007 -0.549 -0.021 0.000 2.376 -0.063    
 (1.383) (-0.307) (3.623) (0.785) (-0.724) (2.076) 0.002 0.342 451.540 
Taiwan 0.010 -1.378 -0.021 0.000 0.000 0.000    
 (1.489) (-1.158) (18.489) (28.003) (-29.866) (-0.039) 0.001 0.087 394.255 
Thailand 0.012 -2.322** -0.021 0.000 0.039 0.000    
 (1.850) (-2.834) (-2.355) (-0.465) (-0.535) (0.367) 0.011 0.425 365.114 

Notes: This table shows estimates of the risk-return trade-off, 1 1[ ] [ ]t t t tE R Var Rμ γ
+ +

= + , with the mixed data sampling 
(MIDAS) estimators of conditions variance given by expression (5) and (8). The coefficients and the 
corresponding Bollerslev and Wooldridge’s (1992) robust t-statistics (in parentheses) are shown for the entire 
sample period in the Asian Pacific markets. Monthly returns are used to estimate the relative risk coefficient γ , 

and daily data are used to construct the conditional variance estimator. 2

RR and 2Rσ quantify the explanatory power 
of the variance estimators in predictive regressions for realized returns and variances, respectively. LLF stands for 
the log likelihood value. The sample starts from January 1989 and ends in December 2006. 

 
 
5.  Diagnostic Tests 
In this section, we conduct a number of diagnostic tests to determine whether the MIDAS models are 
correctly specified. First, we examine if the residuals of the estimated models exhibit excess skewness 
and kurtosis. It is expected that the excess skewness and kurtosis appeare in the excess returns should 
be significantly reduced in the residuals if the volatility models were correctly specified. These tests 
have also been done by Campbell and Henstchel (1992) and GJR (1993). 

Second, we perform a series of tests proposed by Engle and Ng (1993): the Sign Bias Test, the 
Negative Size Bias Test, the Positive Size Bias Test and a joint test of all three. These tests examine 
whether the squared standardized residuals from the estimated models, 1/t tVarε − , are independent 
and identically distributed. The Sign Bias Test examines whether positive and negative return shocks 
affect future volatility differently. The Negative Size Bias Test examines whether larger negative 
return shocks are correlated with larger biases in predicted volatility. The Positive Size Bias Test 
examines whether larger positive return shocks are correlated with larger biases in predicted volatility. 

We also perform another test to compare the amount of persistence in variance that these 
models predict. Following GJR (1993), we compare persistence in variance across models by 
regressing tVar on a constant and 1tVar − . We report the slope coefficient and its associated standard 
error of the regression for each model. 

The testing results are reported in Table 4. First of all, Table 4 shows that there are more than 
half of the sample markets exhibit skewness and/or kurtosis in their estimated MIDAS residuals, 
implying that there is room for model specification. It is notable that both models are successful in the 
joint test. Furthermore, the AR(1) coefficient test presents an overwhelming evidence that the variances 
are persistent for both models. Overall, these diagnostics suggest that there are no significant 
differences between the symmetric and asymmetric models in the specification. Additional tests 
(results are not presented) show that the asymmetric and symmetric MIDAS models do not outperform 
the GARCH models. 
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Table 4: Diagnostic Tests of Volatility Models in Asian Pacific Markets 
 

Country Sym ASym Sym ASym Sym ASym 
 Skewness Kurtosis Sign Bias Test 
Australia -0.23 -0.23 -0.22 -0.23 0.04 0.02 
 (-1.31) (-1.33) (-0.64) (-0.67) (0.73) (0.44) 
Hong Kong 0.51 0.55 1.31 1.40 -0.03 0.03 
 (2.92) (3.17) (3.74) (4.00) (-0.26) (0.24) 
Indonesia 0.11 0.29 0.36 0.92 -0.27 -0.30 
 (0.65) (1.65) (1.02) (2.63) (-2.19) (-2.37) 
Japan 0.00 0.00 -0.02 -0.01 -0.02 -0.02 
 (-0.02) (0.01) (-0.06) (-0.04) (-0.19) (-0.20) 
Malaysia 0.48 0.50 1.40 1.41 -0.11 -0.07 
 (2.76) (2.87) (4.00) (4.03) (-1.01) (-0.72) 
Korea 0.46 0.44 0.49 0.41 -0.14 -0.13 
 (2.64) (2.54) (1.40) (1.17) (-1.07) (-1.04) 
New Zealand 0.20 0.19 0.26 0.23 0.09 0.11 
 (1.16) (1.11) (0.74) (0.67) (1.33) (1.65) 
Philippines 0.34 0.33 1.05 1.12 -0.14 -0.13 
 (1.96) (1.93) (3.01) (3.20) (-1.19) (-1.06) 
Singapore -0.16 -0.15 1.33 1.34 -0.13 -0.12 
 (-0.90) (-0.85) (3.80) (3.84) (-1.34) (-1.24) 
Taiwan 0.35 0.19 2.21 2.51 -0.08 -0.14 
 (2.01) (1.08) (6.31) (7.16) (-0.54) (-0.95) 
Thailand 0.53 0.54 1.58 1.63 -0.08 -0.11 
 (3.04) (3.14) (4.52) (4.67) (-0.60) (-0.74) 

 
Table 4: Diagnostic Tests of Volatility Models in Asian Pacific Markets - continous 
 

Country Sym ASym Sym ASym Sym ASym Sym ASym 
 Negative Size Bias Test Positive Size Bias Test Joint Test AR(1) 

Australia -1.06 -1.15 -0.84 -0.79 0.81 1.09 0.91 0.91 
 (-0.87) (-0.94) (-0.59) (-0.56) (0.85) (0.78) (0.03) (0.03) 
Hong Kong 0.81 0.79 -0.34 -0.02 0.82 1.03 0.91 0.91 
 (0.66) (0.63) (-0.31) (-0.02) (0.84) (0.79) (0.03) (0.03) 
Indonesia 3.52 3.53 2.90 3.51 11.62 13.52 0.91 0.91 
 (3.12) (3.10) (2.50) (3.02) (0.01) (0.00) (0.03) (0.03) 
Japan 0.73 0.65 0.82 0.69 0.76 0.51 0.91 0.91 
 (0.57) (0.51) (0.61) (0.52) (0.86) (0.92) (0.03) (0.03) 
Malaysia 0.38 0.44 1.39 1.60 2.38 2.96 0.91 0.91 
 (0.33) (0.39) (1.47) (1.71) (0.50) (0.40) (0.03) (0.03) 
Korea 0.84 0.96 0.45 0.55 1.32 1.19 0.91 0.91 
 (0.64) (0.74) (0.42) (0.50) (0.72) (0.75) (0.03) (0.03) 
New Zealand -0.46 -0.19 -2.03 -1.83 3.13 4.31 0.91 0.91 
 (-0.37) (-0.15) (-1.63) (-1.46) (0.37) (0.23) (0.03) (0.03) 
Philippines 2.16 2.38 1.31 1.36 3.34 4.13 0.91 0.91 
 (1.71) (1.89) (1.23) (1.26) (0.34) (0.25) (0.03) (0.03) 
Singapore -0.35 -0.39 1.58 1.56 4.54 4.26 0.91 0.91 
 (-0.32) (-0.35) (1.46) (1.44) (0.21) (0.23) (0.03) (0.03) 
Taiwan 1.51 1.81 1.14 1.00 2.62 2.24 0.91 0.91 
 (1.13) (1.39) (1.06) (0.89) (0.45) (0.52) (0.03) (0.03) 
Thailand 1.11 1.34 0.36 0.33 0.77 1.16 0.91 0.91 
 (0.87) (1.05) (0.32) (0.30) (0.86) (0.76) (0.03) (0.03) 

Notes: Skewness and Kurtosis are the estimated skewness and kurtosis of the estimated standardized residuals from the 
mean equation. The Sign Bias, Negative SizeBias, Positive Size Bias, and Joint tests are those suggested by Engle 
and Ng (1993). We report the slope coefficient and t-statistic (in parentheses) from the regression of the squared 
standardized residual on (1) a dummy variable which takes the value one if the residual is negative and zero 
otherwise, (2) the product of this dummy variable and the residual, and (3) the product of the residual and a 
dummy variable which takes the value one if the residual is positive and zero otherwise. Following GJR (1993), 
we also report the AR(1) coefficient, which is the slope coefficient from the regression of the fitted variance at 
time t on the fitted variance at time t-1. The models are the symmetric MIDAS model (Sym), and the asymmetric 
MIDAS model (ASym). The sample starts from January 1989 and ends in December 2006. 
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6.  Conclusion 
We use the mixed data sampling (MIDAS) approach to study the intertemporal relation between the 
conditional mean and the conditional variance of aggregate stock market returns in the Asian Pacific 
region. We fail to find any significant positive risk and return relation in these markets. Interestingly, 
the relation is even found to be significantly negative in Indonesia when the symmetric MIDAS model 
is applied. We also find that the results do not improve when the asymmetric model is considered. The 
study supports the weak risk-return relation in the Asian Pacific markets found in Darrat et al. (2011) 
using two other approaches. It also casts doubts over the benefits more complicated models (such as 
MIDAS) can bring in examining the fundamental risk-return relation in emerging markets. 
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