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6. Conclusion

We analyze the return skewness of smaller portfolios using empirical returns from CRSP. We find that

the variables that are traditionally rendered as a main determinant of portfolio skewness, such as co-

skewness or idiosyncratic skewness, have marginal or no correlation with the empirical portfolio skew-

ness as compared to the number of stocks in a portfolio.

The relationship between diversification and portfolio risk profiles warrants further studies on this

topic. Other than Albuquerque (2012), there are few theories that explain the contrast between posi-

tive individual stock skewness and negative portfolio skewness. Our findings indicate that the empirical

mechanism behind portfolio skewness is more complex than assumed by many of the existing studies.
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