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Which One is More Important Factor for
Pricing Options, Skewness or Kurtosis?

Sol Kim

< Abstract >

This paper investigates the relative importance of the skewness and kurtosis of the risk
neutral distribution for pricing KOSPI200 options. The skewness and kurtosis are estimated
from non parametric method of Bakshi, Kapadia, and Madan (2003) and the parametric
method of Corrado and Su (1996). We show that the skewness of the risk neutral distribution
iS more important factor than the kurtosis irrespective of the estimation method, the defi-
nition of pricing errors, the moneyness, the type of options and a period of time.
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