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		Abstract

		We study the relationship between coskewness and realized returns of United States banks between 2003 and 2020 by analyzing different subperiods. We find that during the Global Financial Crisis of 2007-2009 and the COVID-19 pandemic of February-December 2020 the returns earned by banks are positively related to coskewness, while this relationship is negative during tranquil periods. In particular, in the economic recession of February-April 2020, we observe that the bank coskewness has increased by three times compared to the pre-pandemic period. Our interpretation is that during tranquil periods investors are willing to pay a premium for stocks with high coskewness in order to hedge against market drawdowns. In contrast, during crises, exposure to coskewness increases the risk of suffering losses, i.e. it commands higher expected returns. We corroborate these findings by showing that during recessions the stock return coskewness correlates tightly to the turnover ratio, suggesting that investors trade more frequently on coskewness when they face financial turmoil. Our findings deliver insights about the importance of coskewness for asset management, and help to understand the impact of the recent COVID-19 pandemic on pricing single assets. 
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