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Abstract- 

Estimates of risk premium derived from classical financial theory have
consistently shown deviations from the observed levels. These limitations have
been linked to the rational foundations of these theories that rely on asset prices
as the main information source. This article focuses on the need to increase the
information available through the consideration of behavioural factors.
Therefore, the paper proposes an alternative methodology to estimate the risk
premium incorporating investor sentiment as a source of additional information.
This model is tested on the US market with the objective of obtaining a more
accurate measure of the risk premium that the one provided by classical financial
approaches. It also offers an alternative explanation to risk&ndash;return
relationship based on investment sentiment. Finally, the use of behavioural
approaches to the treatment of the risk premium will favour the control of
market anomalies such as the momentum effect.

Index Terms- Risk premium; sentiment; valuation; betas; momentum

Due to copyright restriction we cannot distribute this content on the web. However,
clicking on the next link, authors will be able to distribute to you the full version of the
paper:
Request full paper to the authors

If you institution has a electronic subscription to Spanish Journal of Finance and
Accounting, you can download the paper from the journal website:
Access to the Journal website

Citation:
García Petit, J.J.; Rúa, A.; Vaquero Lafuente, E. "Sense and sentiment: a behavioural
approach to risk premium modelling", Spanish Journal of Finance and Accounting,
vol.49, no.3, pp.292-321, July, 2020.

https://intranet.iit.comillas.edu/publicacion/mostrar_publicacion_revista.php.en?id=2519
http://dx.doi.org/https://doi.org/10.1080/02102412.2019.1622067

