Daily reversals of implied moments and their put-call spreads
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Highlights
∙Option-implied volatility, skewness, and kurtosis exhibit significant daily reversals.
∙The put-call spread of these three implied moments also demonstrates daily reversals.
∙These reversals persist even after accounting for cross-predictability, subperiods, and outliers.

Abstract
This study demonstrates that option-implied volatility, skewness, and kurtosis exhibit significant daily reversals, which become more pronounced when accounting for sign asymmetry. Additionally, we show that the put-call spread of these three implied moments also demonstrates daily reversals. These reversals persist even after controlling for cross-predictability among the underlying returns, implied moments, and their put-call spreads. Our findings remain consistent across different subperiods and when accounting for outliers. While the existence of daily reversals is consistent, most variables exhibit distinct reversal patterns, suggesting that these reversals may not be entirely interconnected. Our results indicate that daily reversals exert a multidimensional influence on both the index and its options markets, though the patterns of these reversals are complex and may vary across different market aspects. 
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