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                    Abstract
This paper develops new financial theory to link the third-order stochastic dominance (TSD) for risk-averse and risk-seeking investors and provide illustration of application in risk management. We present some interesting new properties of TSD for risk-averse and risk-seeking investors. We show that the means of the assets being compared should be included in the definition of TSD for both investor types. We also derive the conditions on the variance order of two assets with equal means for both investor types and extend the second-order SD reversal result of Levy and Levy (Manag Sci 48(10):1334–1349, 2002) to TSD. We apply our results to analyze the investment behaviors on traditional stocks and internet stocks for both risk averters and risk seekers.
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                    Notes
	Levy (2015) found that for any two assets with equal means, the one having smaller variance is a necessary condition for TSD.


	See Lean et al.  (2008) and the references therein for more information.


	Readers may refer to Guo et al. (2017) and the reference therein for more discussion on arbitrage opportunity.


	Besides using the Bonferroni correction method, there are some other multiple comparison approaches that can be used. Readers may refer to Miller (1981) for more information.


	It is a well established empirical fact going back to the Victorian age on UK data (see: Chabot et al. 2009), over two centuries on US equity data (see: Geczy and Samonov 2016) and many years of out-of-sample testing in at least 40 other countries (see: Asness et al. 2013).
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