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The impact of Extreme Returns on the relationship between
Idiosyncratic return volatility and Future Returns in the
Saudi stock Exchange

Abstract

This study examines whether Idiosyncratic return volatility
affects Future Return, using data of Saudi Exchange from 2014
to 2023, Results indicated that Idiosyncratic return volatility has
a significant impact on Future Return, there is also MAX effect
and there is no effect of Extreme Returns on the relationship
between Idiosyncratic return volatility and Future Returns.

Keywords: Idiosyncratic return volatility, Future Return,
Extreme Returns, Saudi stock Exchange.
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.French, 2008)
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Jodisw deasi g Baas Gilasles Blie aglad 3y (A& Bl ) Goud)
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CSKAYL aui Al Goudl 3 4l mag U ((Merton, 1987)
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WDle g Al (Jalllb leanst (ppaieall (Koo ¥ daliiid) je Hlalill
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O @l Adlaay) Ll ) ) o sl Gllsl of I deagss
Lilae oSl Gl paiaall pwd)l) plall dale oo dalall Hlalal)
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Glsal e Glasteall JLSI anal Blas @llyg caigiall Sladl lasi s o) iy A
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Aalal) jhlad) Jess ge Loagas
sea) oF I (Ang et al. 2006) cpals @il dasi elld (e a2l ey
G d9ns oo bl i€ G LT dlse Mg dalal) hlaall ddagll
Ll cliagi WS Ldalal) cllsll sy el o Bl b 1 duesy (g6
L) dedhlly Adoud) ) L) Aedl) Jaeas aaall i delse of )
Lablinal) itall ells ol g il adY) @l uds o) (Sar Y canally Agaals
) sy bl a1 30 39ms Y
B Laldll cllal) o (Fu, 2009) 8 )y coelal JAY) culall e
asset Jsa¥! dlal laa Proxy SuSy cul gy cagll o ut dulee
Llayy) Ly EGARCH zila ¢l (Fu, 2009) 8 @ Cus return
On Al Ble ey I Adh) Gl 8y dialdl) bl s
Aagill o) Auball ciyud daly L adipall adgiall dilally Adlell daladl Llal
Oo daesd degana bl ) Wi aap (Ang et al. 2006) oo 8pal)
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I Al cliagi sl asiall SV dadgiall agu) dilses (MAX)
)l gl e Aok 5l s Al Asisall dailiul O
b e 13l Ao sl oal) aall @l agul) e S ad sl
Lgraa oY) aall Ll Aahall coyed dily LUpel Bl 1 la
Agndl) il @Iy agad) Gsliat ol (g peiead) Lguley (AU Gsed)
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et al. 2011; Marques et al., 2022; Zhong &
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(Annaert et al.,, 2013; Chelikani et al.,
.2022; Zhong & Gray, 2016 )
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(Byun et al., 2020; Dimitry & Nugroho,
.2023)

sy (BOOK-TO-MARKET _sadl ce wmo  BMy .6/17
Al dual )] dladiiad 3 (s3lg Ayl lyrial) aa]

(Ali et al., Llaiea) Jilgally IVOL il o

«2020P; Wan, 2018)
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(Ali et al., 2020% Ali et (3o IS duly dagia

«al., 2021)
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(Dimitry & Nugroho, 2023; Khurram et al.,

.2022)

sl ay (MOMENTUM sl e e MOM 77177
G2 AR Ay daladid W3 gl AalEyl) ol yuriall
(Al et al., Ll Nlgalls IVOL paiall

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
1807



4 paal) da ) gal) A Lliesal) i) gal) g Lualdld) Cillil) o B¥all o (5 guall) i) gal) i

«2020°; Ali et al., 2020¢; Wan, 2018)
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.al., 2020)
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P& iaS ILLIQ, , aiially AilainY) Liad o5 LS
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(Baars, M., & Mohrschladt, 2021; Khurram
etal., 2022)

el asf aayg (REVERSAL siall e n REV;, .9/1/7
i) Al Al daladial 5 (sMlly Aula)
((Ali et al., 2020°; ddsieddl xlsally IVOL
«Ali et al., 2020°, Wan, 2018)
cllyg The short-term reversal el (uld 34
el o 3l DA e ot el g (I
(Jegadeesh, 1990; (¢t — 1) Le&dd D
.Lehmann, 1990)
S8 i REV,, aaially &3lain) Liad & LS
Aliiedl dlsally (goumtll Mlgall S A Ayl

(Ali et al., 2020% Dimitry & Nugroho,
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(Al Ll bl gL JIA Cra piiall Gubid Al
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toedll & Jolaill pli e fie D,
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Cilyaiiall dsdagl) Celaay) :2-7

(1) a2 Jsaa

el dadagl) @i sl

Variables Mean Median S.D.
Return 0.045 0.018 0.608
IVOL_CAPM 0.033 0.029 0.153
IVOL_FF 0.022 0.024 0.032
MAX 0.038 0.027 0.064
BETA 0.681 0.633 0.348
SIZE 14.627 14.310 1.345
BM 1.620 0.910 1.436
MOM 0.280 0.150 0.435
REV 0.014 0.017 0.070
ILLIQ 0.031 0.000 0.095
TSKEW 0.240 0.180 0.460

Lol dad caly Gus ccilpmiall Dbl Glelasy) (1) &) Jsaadl Gaw
i Gus B daesll &l WS ¢ IVOL_CAPM sl %3,3 bl
Luugll iy IVOL_FF sadl %22 oleall Ll &l 385 %2,9
Ll alis (%3,8 lead) gl 2y MAX uiaall duaally Wl (%2,4

%2,7

O puriiall JaluiyY) 48 ghan :3-7
(2) a& Jsaa
Gyariial) G ol N A ghuaa

IVOL_CAPM _ IVOL_FF  MAX BETA SIZE BM MOM REV ILLIQ  TSKEW
IVOL_CAPM 1.000
IVOL_FF 0,206 1.000
MAX 0,330 0.472 1.000
BETA 0,007 0.054 0.019 1.000
SIZE 0.014— 0.028— 0.032— 0,015 1.000
BM 0,017 0,023 0,030 0.014 0,003 1.000

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
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4 paal) da ) gal) A Lliesal) i) gal) g Lualdld) Cillil) o B¥all o (5 guall) i) gal) i

MOM 0.027— 0016~ 0.019- 0003 0014 0,003 1.000

REV 0,041 0.031 0.037  0.001 0.017 0,024 0013  1.000

ILLIQ 0,016 0.020 0.016  0.002-  0.010- 0.018 0.011—  0.010-  1.000
TSKEW 0,031 0.012 0.003 0.016 0012 0015~ 0012  0.103 0.022  1.000

.ia\.ﬁ)\ Sl U\ )@.1:;33 ub\):\:id\ U:\.a.la\.fv\j\ Zuy.m.o (2) ?BJ d}dﬂ\ C_aaﬁ
siall o iy (MAX Laadly IVOL_CAPM i) G sl
MAX sadls IVOL_FF

AlEial) affgad) Ao daldl) afjgal) el 50 .8

On &l ADle 39as ) .(ANg et al., 2006, 2009) s Al gl deass
(IVOL anomaly) aul das el cidiioall aguy) silses Lalall cldal)
SV (Eun & Huang, 2007) gilsas (sl deas iy Kpa¥) GBoudl 8

Abiiaall agu) Ko s Lealdll Ll o Ll Ligiae AN G ADIe

Aiaall Ggima Ao piial) salaf Jalail) .1/8

S asns ge @il Abisal) e e el galal didas bl @
2014) 558 P . gagaadl Gl & (IVOL anomaly) dalall jhlal)
dasse @Al Gldll dasje Bilae Jie ol DS e @llyy (2023 -
b5 IVOL_CAMP ous Panel A 3 aeudd) 53 2 clly cdagll

:(3) 8 Jsaall el LS (IVOL_FF cawa Panel A

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
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g..am ‘.’Aﬁ Kpyee:

(3) a2 do>
IVOL Lalall xifgall bl (bl Ao ddadadll dile
Panel A: Portfolio return based on IVOL _CAMP

EW VW
Portfolios Avg. Return FF-3alpha Avg. Return FF-3 alpha
Low IVOL_CAPM 0.138 0.123 0.121 0.402
2 0.143 0.340 0.132 0.501
3 0.140 0.431 0.143 0.431
4 0.139 0.122 0.147 0.410
5 0.135 0.176 0.151 0.232
6 0.129 0.216 0.142 0.217
7 0.137 0.331 0.140 0.320
8 0.122 0.126 0.131 0.337
9 0.012 0.578 0.030 0.141
High IVOL_CAPM 0.149- 1.631 0.133- 0.632
Diff 10-1 0,287- 1.508 0,254- 0.23
t-statistic (3.520) (2.412) (3.135) (2.259)
Panel B: Portfolio return based on IVOL_FF
EW VW
Portfolios Avg. Return FF-3alpha Avg. Return FF-3 alpha
Low MAX 0.156 0.145 0.147 0.427
2 0.158 0.353 0.140 0.553
3 0.148 0.483 0.157 0.486
4 0.142 0.132 0.142 0.451
5 0.136 0.181 0.171 0.283
6 0.135 0.231 0.163 0.234
7 0.163 0.346 0.131 0.371
8 0.141 0.130 0.134 0.326
9 0.131 0.561 0.164 0.152
High IVOL_FF 0,254- 1.315 0.223- 0.671
Diff 10-1 0,41- 1.17 0,37- 0.244
t-statistic (3.730) (2.450) (3.845) (2.263)
2024 S axl) - 38 alaal AUl Sl a5 & gasll Apalal) Al
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4 paal) da ) gal) A Lliesal) i) gal) g Lualdld) Cillil) o B¥all o (5 guall) i) gal) i

Gy layp o Al Lilsdl of (3) & Jealb Panel A (e el
ANy g W gus 4 (Diff 10-1) GAll < <IVOL_CAMP
Aaine Y (lall dasyell Jalaall dldl  elay Gus dilas)
«0.149- & IVOL_CAPM J dkins lels 0.138 52 IVOL_CAPM
t &ilas) alig 0,287- & oibpliddl Gibhiaa) g vl 38 S
<1.508 FF-3 alpha & &us <3.520 34U (Newey & West, 1987)
Aatlly danjal) Ladladl) ggiee o L) 2412 Gl 13g] t ddlas) alag
s IVOL_CAPM abine Y (gollls daspdl Jadlaall xilall gl
Om Bl 3 i <0.133- & IVOL_CAPM J dkina lels 0.121
(Newey & West, t dilas] aliy <0,254- & oodylaiddl ilais)
g} t dglan) alos «0.23 FF-3 alpha Gy aus «3.135 Gl 1987)

2.259 Gl
Gl (6 IVOL_FF g Wy & Al Lilsal)l of Panel B e iy
Lodlaall wilall jeda Cus dilas] ANy 55 @YW jean 8 (Diff 10-1)
1 ddsisa el 0.156 5o IVOL_CAPM dbaisa 33Y (golally dasyall
o Okl b d) o il 3 Jidg <0,254- o [VOL_CAPM
dlus 3.730 Al (Newey & West, 1987) t dglas) alss «0,41-
Ssia e W) 12,450 3yl 13gd t dilas) &g ¢1.17 FF-3 alpha G
Lnine A (oolully dasyall Jadlaall Silall gl Aapalls dnsyal) Jadladll
0.223- & IVOL_CAPM J dbiss lels 0.147 52 IVOL_CAPM
U ddlas) aay 0,37- 4 oidladl pibiadl oo Sl G S

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
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‘;.Am ‘.’Aﬁ Kpyee:

0.244 FF-3 alpha 3 &y <3.845 34U (Newey & West, 1987)
2.263 Gl 13g t dtlas) aliy

iiiaall (Sgin Ao el AU Jalas .28

b LS elldy Aol danye (Al golualls danye Bailaa de slia) & s
(SAY) Skl e 3l Gl g 5 Yl

AVOL e 3l ddaine JS Jala a1 5y agal) 0 1 lals
‘IVOL_CAMP (s5iusa o (4) o35 Jsaalls Panel A DA e el LS
AVOL_FF s5use e Panel B — sedas

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
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4 paal) da ) gal) A Lliesal) i) gal) g Lualdld) Cillil) o B¥all o (5 guall) i) gal) i

(4) o Jsaa
IVOL_CAPM, IVOL_FF _l 3l diiaal dagajal) Aiinal) sile

GAY) Ciyaiiallg

Panel A: Sorted by IVOL_CAPM controlling for other characters

BETA SIZE BM MOM  ILLIQ REV TSKEW
Low 2.920 2.745 2.623 2.650 2.622 2.866 2.674
IVOL_CAPM
2 2.304 2.310 2.521 2,620 2.610 2765 2.641
3 2.221 2.202 2.432 2.551 2.577  2.687  2.621
4 2.126 2.163 2.214 2512 2556 2.623  2.574
5 2.104 2.157 2.203 2471 2442 2,604 2.501
6 1.170 1.143 1.531 1.453 1.421 1.574 1.493
7 1.104 1.135 1.412 1.432 1.410 1.551 1.445
8 1.182 1.126 1.237 1.344 1.331 1.471 1.201
9 1.120 1.122 1.174 1.236 1.220 1.102 1.135
High 1.014 0.237 0.434 1.202  0.121 0.521 0.416
IVOL_CAPM
Diff 10-1 1.906- 2.508- 2.189-  1.448- 2.501- 2.345- 2.258-
t stat (2.752-) (2.574-) (2.625-)  (0.983) (2321-) (2.174) (2.334-)
Panel A: Sorted by IvoL_FF controlling for other characters
BETA SIZE BM MOM  ILLIQ REV ~ TSKEW
Low IVOL_FF 3.124 2.834 2.721 2.744  2.665 2978  2.788
2 2.976 2.820 2.632 2.688 2.644 2901 2.752
3 2.951 2.631 2.541 2.632 2516 2.855 2.706
4 2.851 2.412 2.485 2.601 2.507 2751  2.665
5 2.546 2.203 2.412 2.553 2402 2.642 2.631
6 1.856 1.184 1.330 1.502 1.374 1.553 1.533
7 1.612 1.162 1.274 1.466 1.322 1.503 1.463
8 1.523 1.141 1.202 1.302 1.303 1.445 1.337
9 1.110 1.107 1.143 1.223 1.271 1.122 1.106
High IVOL_FF 1.009 0.512 0.550 1.014 0.105 0.443  0.630
Diff 10-1 2.115- 2.322- 2.171- 1.73- 2.56-  2.535-  2.158-
t stat (2.634-) (2.634-) (2.751-)  (0.955-) (2.551-) (2.564-) (2.571-)

S B Al dagndl Akl xle (4) M8y Jeaalh mean
Gl o) s AY chidl & Saally sy IVOL_CAPM, IVOL_FF

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
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‘;.Am ‘.’Aﬁ Kpyee:

o QS pandl galal Qi) e IS 3 4 Gild) (el (e g
low  aeed aicn cilaisall (ggiwe o uial B daail) ggi
«Juail 2y low IVOL_FF stocks <X IVOL_CAPM stocks

Aogine AN 53 A ylanall adlaall o ilall (3 ()9S

ASA) (sl o ki) lasiy) .3/8

Dbl S Cagug ddaiaall (g e IVOL anomaly (e @asall o5 sl
1580 (g o AlEaall Blsally dalall Shladl G duedid) A8
P e dlyy (Fama & MacBeth, 1973) duln sl Gglal aladiily

Ri,t+l =7/O,t +7/t,1IVOLi,l +7/t,ZBETAI t +7t,3SIZEi,t +}/t,4BM it +7t,5MOM it
+7,6ILLIQ;  + 7 ,REV,  + 7 JJSKEW, | +&

(7)

(Fama & Sl Ll jhai) cllaa (6) oy (5) o) Calsaad) Ly
.ol [VOL_FF sy IVOL_CAPM il .MacBeth, 1973)
Lyed Hoadl el cllalad doell Judld) clbugic may WS
Casys =gt 4 Aldl ) 33y Cpud o e Alad) t bl

.(Newey & West, 1987)

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
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4 paal) da ) gal) A Lliesal) i) gal) g Lualdld) Cillil) o B¥all o (5 guall) i) gal) i

(5) a2 doa>
IVOL_CAPM sl akadall j)aaiyl

Panel A: Equal Weighted Fama-MacBeth regression

O] (2) (©)] 4
IVOL_CAPM *4%(.076- *¥%( 087- *4%(),095- #5%(),086-
(3.551-) (3.381-) (3.932-)
BETA 0.058- 0.065- 0.053-
(2.715-) (2.582-) (1.715-)
SIZE 0.000 0.000
(0.235-) (0.147-)
BM **%0.065 0.051
(2.422) (0.178-)
MOM 0.064 *4%(,074
(1.761-) (2.576)
ILLIQ 0.063-
(1.778-)
REV *43.571
(2.780)
TSKEW 0.072-
(0.151-)
Panel B: Value Weighted Fama-MacBeth regression
(1) 0] 3 (4)
IVOL_CAPM #4%(),083- *#%(),085- *4%0,071- *5%(),074-
(3.721-) (3.814-) (3.263-) (3.576-)
BETA 0.062- 0.051- 0.077-
(1.822-) (1.563-) (1.198-)
SIZE 0.000 0.000
(1.771-) (1.166-)
BM #x%(0.057 0.001
(2.993) (0.198-)
MOM **0.054- *4%0,077
(2.558-) (2.644)
ILLIQ #+0.044-
(2.665-)
REV *%57 881
(2.863)
TSKEW 0.002-

(0.012-)

sl 58 IVOL_CAPM ¢ b 41l (5) o) Jsas: Panel A o el
{5 <0.076- iy b S Jalas Sllin ()5S cagiall elaYls ol 30l
Jiallg ¢ sstuclls damyal) Llaall (ggine o @llig ¢3.341- t dblas) dad
S Jalae dlia GIS Gus Panel B o 4aill das el Bdlaal) (ggine o
Jyeanl) Lo iy 3.721- t dilias) dad alis <0.083- iy Laad ol

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
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ad elin Cun (G AY) all Clpate Grecad S Ladie daaill Lu e
NI PN | JP VN I DA Iy B PON |

(6) ) Jdsa
IVOL_FF il Lakial) jlasiy)

Panel A: Equal Weighted Fama-MacBeth regression

O] (2) (©)] 4
IVOL_FF #4%0,081- ##%(),082- #4%(),088- #%%(0,075-
(4.722-) (4.557-) (4.331-) (3.213-)
BETA 0.071- 0.053- 0.074-
(1.556-) (1.557-) (1.668-)
SIZE 0.000 0.000
0.177-) (0.179-)
BM 550,051 0.001
(2.477) (0.191-)
MOM 0.066- #%%0,074
(1.499-) (2.574)
ILLIQ 0.072-
(1.482-)
REV *38.819
(2.121)
TSKEW 0.004-
(0.154-)
Panel B: Value Weighted Fama-MacBeth regression
(1) 0] 3 (4)
IVOL_FF *+%(),080- #%(,073- *4%(0,081- *4%(0,072-
(3.455-) (3.661-) (3.223-) (3.330-)
BETA 0.057- 0.053- 0.065-
(1.892-) (1.444-) (1.556-)
SIZE 0.000 0.000
(1.355-) (1.891-)
BM #%%0.079 0.004
(2.787) (0.177-)
MOM *%0,081- *%(),083
(2.810-) (2.447)
ILLIQ #50.088-
(2.591-)
REV #%48 554
(2.734)
TSKEW 0.000-
(0.017-)

sl g IVOL_FF o) b b ail (5) s, st Panel A o el
s 0.081- aly olu € Jalae dlin (6< caigaall elaYL gl i)

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
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4 paal) da ) gal) A Lliesal) i) gal) g Lualdld) Cillil) o B¥all o (5 guall) i) gal) i

Jiallg ¢ golally dan yall Ldlaall (g Ao cllig 4.722- t ddlias] dagd
S dalae dlia IS Cua Panel B o 4l dasjall Bdladl ggi e
Jseanll Liad g .3.455- t dilan] e 3135 <0.080- iy Lead ol
ad gl Cus (AY) KTl e e ay ledie dagl Gul e
& IVOL anomaly ssag sy élltg .oV all paes 4 dld) o lelagl)

cgagrad) Gsud

Aalioal) dilgall Ao (gaall) atfgad) 56 L9
Asdaall Ggima Ao paial) salaf Julail) .1/9

Dl iV Alall 3 agad) o Alataal (gine e alal) Jilaall ek,
Dhe o) & elly e gaailly L ainall 8 lower performance Jif 2l
ek LStV el s Al daage (AT (goleally dan e Badlas
<5 S agul) et (low MAX) oY) ddainall o (7) ad dsaally
Jisis cladl edll Pla BV osdl ad¥) sl @ld Al )
Blall @y ddaisdll ) s Al agad) (High MAX) syalall ddaial)

LSl Jsanlls seday LS ¢ laad) gl (IS mispall agall o)

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
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(7) & Jsa>
MAX ¥ aall o e ddaiad) Sle
EW VW
Portfolios Avg. Return FF Alpha Avg. Return FF Alpha
Low MAX 0.049 0.152 0.030 0.441
2 0.043 0.302 0.042 0.530
3 0.040 0.404 0.041 0.412
4 0.041 0.131 0.044 0.424
5 0.033 0.134 0.052 0.232
6 0.022 0.228- 0.045 0.237
7 0.031 0.312 0.042 0.302
8 0.020 0.124- 0.033 0.316
9 0.001 0.521- 0.030 0.101
High MAX 0.052- 1.513- 0.013- 0.621-
Diff 10-1 0.101- 1.665- 0.043- 1.062-
t-statistic (2.358) (2.286) (3.301) (2.120)

all Gy Wyp 8 Al sl o) (3) ) Jeall Panel A (e iy
ANy 5 VLY g & (DIff 10-1) Gl 068 (MAX s
Waine Y (lall dasyell Jadlaall dldl  elay Gus dilas)
<0.052- & IVOL_CAPM J dbiss Sl <0.049 s IVOL_CAPM
t &flas) iy 0.101- 3 oabkidl gpabiad) on Sl 33 i
«1.665- FF-3 alpha (3 &us <2.358 Gall (Newey & West, 1987)
Lailly dasjall Bilad) ggiee o W) 12,286 Gyl 1agd t dslas) dlag
s IVOL_CAPM abine Y (golells daspadl Jablaall xilall gl
o bl 3 Jidis <0.013- o IVOL_CAPM J idaisa ey 0.030
(Newey & West, t ddlas] aliy 0,043- & opiéplaiall pibaisal)
¢l t ddlan) alas «1.062- FF-3 alpha Gy dus <3.301 Al 1987)

2.120 &R

2024 Gl aall - 38 alaal) g jlal) el Al g ¢ ganll dsalad) dlaall
1821



4 paal) da ) gal) A Lliesal) i) gal) g Lualdld) Cillil) o B¥all o (5 guall) i) gal) i

:Aliiaall LMEDY) A steaall b Lass

A ey G ¢ AY el (e Alsinal) Jasgie JUEY ddshias dacl S5 aa
LS edll b (oAl dlhina ) dlhina (e JEE ) g
(8) ad) Jsa

at¥) aall Ao 3l Aieaal) hagia JWESY ddghuas

Low 2 3 4 5 6 7 8 9 High

MAX MAX

Low 0.196 0.187 0.174 0.186 0.123 0.186  0.120 0.145 0.103 0.101
MAX

2 0.190 0.181 0.189 0.174 0.106 0.142 0.124 0.107 0.128 0.145

3 0.141 0.175 0.130 0.161 0.165 0.139 0.123 0.112 0.193 0.120

4 0.112 0.136 0.174 0.138 0.136 0.132 0.120 0.106 0.134 0.121

5 0.103 0.124 0.131 0.141 0.117 0.193 0.023 0.124 0.147 0.138

6 0.117 0.192 0.149 0.106 0.126 0.136  0.103 0.119 0.103 0.086

7 0.097 0.063 0.133 0.062 0.109 0.124 0.187 0.101 0.133 0.191

8 0.081 0.072 0.122 0.151 0.064 0.196 0.191 0.151 0.135 0.133

9 0.074 0.066 0.096 0.063 0.045 0.039 0.103 0.161 0.141 0.124

High 0.075 0.068 0.061 0.061 0.073 0.024 0.061 0.130 0.139 0.245
MAX

O 3 age) ein ) ads Aplaill jualiall o) (8) o) Jsaad) (o ey
O e Ju lee chilaall aaeal 710 jslam Jlasy! disiad Diagonal

il g il sl il

(Bali et al. <lulpn ae gl @b gamy /245 719 oo St MAX

.2011; Ali et al., 2021)

2024 I 23l - 38 alaal)
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g..am ‘.’Aﬁ Kpyee:

iiaal (Sgiua Ao jiall LS (lal 2[9

(9) A Js>
ahiially MAX e aall Ao 2l ddiaal) dagajall dadsal) aile
s AY
Panel A: Double sorted equal-weighted portfolio return
BETA SIZE BM MOM  ILLIQ REV TSKEW
Low 2.621 2.488 2.515 2.663 2755 2.654 2.544
MAX
2 2.441 2.363 2.503 2.550 2747  2.650 2.531
3 2.323 2.255 2.484 2.544 2603 2.633 2.522
4 2.301 2.196 2.412 2.520 2.544 2612 2.510
5 2.274 2.177 2.378 2481 2455 2.521 2.505
6 1.241 1.167 1.887 1.460 1430 1.503 1.477
7 1.186 1.152 1.752 1.455 1431 1477 1.459
8 1.177 1.140 1.424 1.304 1357 1462 1.228
9 1.163 1.130 1.166 1.277 1.227 1.113 1.113
High 1.012 0.212 0.411 1.220 0.112 0.511 0.401
MAX
Diff 10-1 1.609- 2.276- 2.104- 1.443-  2.643-  2.143- 2.143-
t stat (2.551-) (2.522-) (2.677-) (0.963)  (2.542-)  (2.150-) (2.574-)
Panel B: Double sorted value-weighted portfolio return
BETA SIZE BM MOM ILLIQ REV TSKEW
Low 3.101 2.992 2.660 2712 2844 2744 2.710
MAX
2 2.955 2.942 2.608 2642 2711  2.699 2.674
3 2.930 2.840 2.587 2.603 2.664 2.577 2.617
4 2.844 2.771 2.493 2.599 2583  2.566 2.588
5 2.530 2.621 2.444 2.570 2.488 2542 2.521
6 1.842 1.550 1.311 1.541 1372 1.517 1.489
7 1.647 1.484 1.266 1.488 1355 1.501 1.453
8 1.577 1.360 1.251 1.387 1311 1477 1.397
9 1.122 1.221 1.117 1.255 1.253 1.103 1.104
High 1.004 0.504 0.532 1.001 0.101 0422 0.610
MAX
Diff 10-1 2.097- 2.488- 2.128- 1.711-  2.743-  2.322- 2.1-
t stat (2.677-) (2.420-) (2.441-) 0.912-)  (2471-)  (2.5227) (2.330-)
2024 GIG) Al - 38 Alaall 4t cilu jal) 5 & gagll dpalal) dlaal)
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4 paal) da ) gal) A Lliesal) i) gal) g Lualdld) Cillil) o B¥all o (5 guall) i) gal) i

=) ) e Bl ddiad) dagaiad) dsiad) dile (9) a8 Jeaall iy
g 8 (Diff 10-1) @il o) s AY) clsadl b Sl @llyy (MAX

Adilas) AV 93 eV
o QS el galal Qi) e IS 3 4 Gild) (el (e g
low MAX  agud o cibainall (ggina o el AU dalaill (ggiene
ANV 5d byl Badlaall (il 3 (56<es cdumdl Nl el StOCKS

-

5

Al (Sgina o akial) i) .3/9

Dbod) Sy Cigwy ddaisdl ggiee e MAX effect (o @il 2 sl
Lahy Jlasd) Gugladl pladinls A58 (g e cppatiall G dpadaiall 28]
r Al sVl 2390 PAA (e lllg (Fama & MacBeth, 1973)

Ri =70 +7.MAX (n)i,t +7.BETA  + 1 SIZE;  +7, ,BM, +% ;MOM,
+7,6ILLIQ;  +7 ;REV;  +7, JSKEW,  +¢&

it+l

(%)
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g..am ‘.’Aﬁ Kpyee:

(10) a8 Jgx>
MAX &l Cross-sectionalgabsiall j)aasy)

Panel A: Regressing the monthly average of equally weighted daily stock returns on MAX and controls

1) @ (©)] 4) ©) (6) @) (8)

MAX WRRQ.075-  FRRQ.072-  FRHQ.071-  *F**0.066-  ***0.083-  ***0.052-  *F*0.089-  ***0.062-
(4.660-) (4.514-) (4.222-) (3.202-) (4.811-) (4.993-) (4.536-) (4.219-)

BETA 0.076- 0.077- 0.051-
(1.660-) (1.114-) (1.552-)
SIZE 0.000 0.000 0.000
0.171-) (0.166-) (0.370-)
BM *#%0.061 *%%0.063 *#%0.057
(2.112) (2.551) (2.712)
MOM 0.055- 0.058- 0.018-
(1.476-) (1.958-) (1.335-)
ILLIQ *37.872 *37.274
(2.330) (2.303)
REV 0.051-
(0.191-)
TSKEW 0.071
(1.773)
Panel B: Regressing the monthly average of Value Weighted daily stock returns on MAX and controls
() ¢3) (©)] 4) ®) (6) ©) ®)

MAX #RR0.077-  *FF0.086-  **0.071-  ***0.083-  **%0.070-  ***0.076-  ***0.077-  ***0.075-
(3.552-) (3.712-) (3.322-) (3.802-) (3.661-) (3.504-) (3.643-) (3.540-)

BETA 0.051- 0.059- 0.057-
(1.762-) (1.233-) (1.713-)
SIZE 0.000 0.000 #%(.000
(1.973-) (1.331-) (1.554-)
BM #RX0.072  *#¥0.074 #x%0,071
(2.501) (2.110) (2.720)
MOM #%0.061- #%0,063- *4%(0,065-
(2.953-) (2.881-) (3.771-)
ILLIQ %48 255 %48 504
(2.774) (2.556)
REV 0.000-
0.077-)
TSKEW 0.071
(0.386)

(Fama & MacBeth, sl Llé jlass) clalas (10) a8y Joandl o ye
Lyed aaal) lasil) cdlalaal dial) Jodlod) cilausin oty WS .1973)
Gy -8 4 il bl 385 Opugd On e Al tclilaslg

.(Newey & West, 1987)
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Yl sl apeiall uidl ;8 MAX o) Jb 8« Panel A o el
b Adlas] dad ilis 0.075- iy ale S debee @l GsS cadsiall
e o Jially ool damyall Bailaall (sgiee e elldg 4,660
Lead ol € alee @i oIS Cus Panel B o daily daajall Liladl)
ot e Jouanl) L g .3.552- t &ilias) 4o 3l <0.077- &y
COlelaall aid jelin Cum AV SSaill Cpitie (gl S Levie dal
Geull & MAX effect a5y oy cllig .V jes 8 L)
NE-APEIAL

Laldl) aijgal) lalds (g A8l o (geualll afigal) 508 Lad) .10
dalaioal) Aijgall

St sy MAXs IVOL 2 Wy Lie agedl) Bblaa e .1/10
il Ae IVOL g MAX 4 controlling

) il e gasall el dlbisal) (g e priall A dlss sha) &
lgally daldll Ssall Gl o A e MAX effect (adY) xilal)
.(IVOL anomaly) 4.\l

iMAX (8 aail) 3oy IVOL J Wby dipe ag) Bilaa ilge .1/1/10
tok LS ellyy daills danye (93l (gsledlly damje Bailae de ol &5 Cun
MAX e 2l Bl 2] 558 eVl

AVOL e 2l dlaine JS Jals (53] By agud) 58 Ll
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G e (11) A& Jexall Panel A Pl e el WS
AVOL_FF (5 e Panel B — sedas «IVOL_CAMP
(11) a8 Joxa

Panel A: Sorted by IVOL_CAMP, controlling for MAX

EW VW
Portfolios Avg. Return FF-3 alpha Avg. Return FF-3 alpha

Low IVOL_CAPM 0.166 0.185 0.196 0.612
2 0.161 0.501 0.176 0.547

3 0.154 0.432 0.172 0412

4 0.150 0.241 0.166 0.475

5 0.147 0.215 0.160 0.294

6 0.140 0.321 0.157 0.245

7 0.138 0.303 0.153 0.339

8 0.135 0.134 0.144 0.320

9 0.018 0.507 0.040 0.168

High IVOL_CAPM 0.130- 1.414- 0.121- 0.617-
Diff 10-1 0,296- 1.599- 0,317- 1.229-
t-statistic (2.420) (2.275) (3.122) (2.164)

Panel B: Sorted by IVOL_FF, controlling for MAX
EW VW
Portfolios Avg. Return FF-3 alpha Avg. Return FF-3 alpha

Low IVOL_FF 0.176 0.151 0.168 0.327
2 0.162 0.571 0.162 0.501

3 0.160 0.520 0.150 0.421

4 0.157 0.327 0.149 0.430

5 0.153 0.311 0.143 0.336

6 0.145 0.275 0.139 0.250

7 0.140 0.302 0.135 0.311

8 0.138 0.175 0.130 0.392

9 0.133 0.547 0.137 0.103

High IVOL_FF 0,274- 1.244- 0.245- 0.655-
Diff 10-1 0,45- 1.395- 0,413- 0.982-
t-statistic (3.811) (2.544) (3.668) (2.244)
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saiall e 2l diiadll dagiall dbaisdll dle (11) a8y Jsaall s
vle Panel A o ek Gan (MAX Juid) 4 oSl ellyy (IVOL
Panel B i IVOL_CAPM o 2l diiadl dagsjell ddaisdl
ol 8 Sl ellyy VOL_FF o 2ly diiad) dagayal) ddaial)
J golealls dasyall Liladl) s 4 (Diff 10-1) @ by (MAX
Lilad Ala 35 2,420 als ot d5lasls <0,296- als IVOL_CAMP
Gl i A3)laallsg 3,122 @l ot Ailas¥ly 0,317 il dasally das sl
o asi Panel A (3) a8y Jsaall «IVOL_CAPM il (Diff 10-1)
sl (MAX siall 3 oSaillhy [VOL_CAPM sid) a8 o)) 2a
IVOL anomaly il o)y « MAX jaiiall 80 aag ¥ 48) ieas dudles S
(Diff 10-1) Gyl Jekay Cus ¢« IVOL_FF il (e o Jially ¢(s58
0,45- &5 IVOL_CAMP 1 (glallh dasyall Lilad) da
<0,413- a5 daill dasjall Biladll dlls 3y 3811 ao ot ddlasVlg
sl (DIff 10-1) Gl ai by 3.668 als ot dslasYls
el ad o) aas o) a3 Panel B (3) a8, Jsaalb (IVOL_CAPM
4 e dadle S cmpal (MAX asidl b oSsally [VOL_CAPM

MAX jusiall il angs Y

(VOL (8 asail) sy MAX 1 Uiy dija agud) Bblaa xige .2/1/10
b S ellhy Al danye (Al (golualls damye Bilaa de slia) & s
AVOL e 3l &yl agud) 558 oYl

MAX e 3l ddaias IS 31 A 5ye aged] 8 Ll
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(12) 43, dsaalls Panel A PDUa e IVOL_CAMP b oSaill gl LS
AVOL_FF i oSl Panel B — seks «IVOL_CAMP (gsius o
(12) A& Jgx>
IVOL (b aSail) say MAX I g 430 agud) Jablae silge

Panel A: Sorted by MAX, controlling for IVOL CAMP

EW VW
Portfolios Avg. Return FF Alpha Avg. Return FF Alpha

Low MAX 0.045 0.177 0.042 0.551
2 0.040 0.366 0.041 0.441

3 0.038 0.453 0.034 0.420

4 0.036 0.122 0.033 0.417

5 0.026 0.133 0.032 0.255

6 0.038 0.277- 0.023 0.293

7 0.022 0.323 0.020 0.322

8 0.023 0.133- 0.016 0.325

9 0.017 0.562- 0.011 0.175
High MAX 0.002- 1.411- 0.001- 0.602-
Diff 10-1 0.047- 1.588- 0.043- 1.153-
t-statistic (2.740) (2.552) (2.227) (2.221)

Panel B: Sorted by MAX, controlling for IVOL_FF
EW VW
Portfolios Avg. Return FF Alpha Avg. Return FF Alpha

Low MAX 0.037 0.184 0.032 0.621
2 0.035 0.321 0.031 0.533

3 0.033 0.412 0.029 0.410

4 0.028 0.112 0.025 0.455

5 0.022 0.163 0.023 0.232

6 0.020 0.223- 0.022 0.266

7 0.016 0.314 0.020 0.371

8 0.012 0.191- 0.018 0.321

9 0.011 0.447- 0.013 0.173
High MAX 0.001- 1.335- 0.004- 0.644-
Diff 10-1 0.038- 1.519- 0.036- 1.265-
t-statistic (3.375) (2.224) (3.223) (2.211)
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saiall e 3l Adiaall dagdhel) sl dle (12) ) Jeaall mual
vle Panel A o ek Gus (IVOL anall 8 oSaally ellyy (MAX
osadl g WSl dlyy MAX e sl ddvadll dagajell ddaisdl)
MAX e 3l diiadl 45054 dlesdl Panel B s «VOL_CAPM
s b (Diff 10-1) Gl ebas (IVOL_FF pxid) b aSaally elldy
s iy 2.740 wls ot dilasVly <0.047- &l (goloclls daa ol Labladll
Ayladly 2.227 als ot ddlasVly 0.043- o dadll das el Lailadl)
e o 2 o 23 (7) &) Jsaall (MAX il (Diff 10-1) Gl ol
¢ Al J8) sl « IVOL_CAPM aiiall b oSailly MAX yusiall
s (Diff 10-1) &l seday Cus « IVOL_FF uiall (ggine Ao Jially
9 3.375 ali ot ddlas¥ls <0.038- ali (gslualls dasyall Jdladll Al
3.223 il ot Ldlaa¥ly 0.036- ils deadll dassel Ldlad)l dls
O 2 (7) a8y Jsaall (MAX il (DIff 10-1) @l ai 4)laallis
B sl (VOL_FF uidll b oSty MAX usidl ad o) aas

il

Blsally dualdl) Mgl Gl u ALY o (gpmill ilsall il jlas)
5 IVOL ahasinly 354 (ggine o adatall HlasiV) alasiody dolidie)
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Ri,t+1 :7/01 +7’(,1|V0Li,t +7’[,ZBETAi t +7/I,SSIZEi,t +7/t,4BM it +7t,5MOM it
+76ILLIQ; , +7 ;REV, + 7 ;JTSKEW, , +% ;MAX,  +¢

it+l

(8)

(13) a2 Joan
Nigal) piia dbla) s IVOL Ll Cross-sectional akiall asiy)
Syadl

Model 1 Model 2 Model 3 Model 4
Coeff t-stat Coeff t-stat Coeff t-stat Coeff t-stat
IVOL_CAPM  =+4746-  (2.312-) **4,143-  (2,631-)

IVOL_FF *2,975-  (1,343-) =2 131-  (3.214-)
BETA 0,001- (0,512-)  0,002-  (1,132-) 0,001- (0.332-) 0,001- (1,082-)
SIZE =0,009-  (1.842-) 0,000 (0.074) 0,003 (0.871) *#0,010 (1.957)

BM 0,004 (1.270) 0,007 (1.186) 0,003 (1.320) *0,006 (1.201)
MOM 0,005 (1.640) 0,008 (1.546) 0,005 (1.986) 0,007 (1.912)
ILLIQ 0.736- (1.650-)  0321-  (0.738-) 0,756~ (1.430-) 0.321- (0.886-)

REV *0,053 (1,714) *0,057 (1,947) *+0,041 (2:950) **%0,054 (3.034)

TSKEW 0,002-  (0.482-) 0,001 (0.573) 0,001~ (0.292-) 0,000 (0.020-)
MAX 0.001- (0.542-)  0,002-  (1.262-) 0,164~ (1,720-) 0,002~ (2.360-)

V2 gy Wle Jb Aalal) el b of (13) &) Jeadl e i
2 ellyy «(IVOL_FF) «(IVOL_CAPM) (e DI dually ¢lldg cdigine
Y ad¥) 2l ) bl el e g o (ggeadl) ilgal) jarie dila)
On AL o gl Sl EE s e dVOL 1 e s

obiial) Slgally Lalall hlal
Goina o oabid) i) iy ddiadl (griee o il Gum @l
2 ae gasmadl Gsudl (e lgde Jpemnll 5 A bl el amy LASA)
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Aadyy NSy (3ygilainn 8 Al 3sY) GBow S8 (Al et al., 2020°) duljs
(Balietal. dus ao gl el Caliasy . Jwall Goud) 2 (Wan, 2018)
ade pluddl sy 83 IVOL anomaly i o) I cdeags Ally <2011)
Glalp S danidl GLVs) s g o cllly (MAX dlaulsy
ISy . 1)5¥) Gl i ¢ (Annaert et al., 2013; Walkshausl, 2014)

- bd) @sadl 3 ((Berggrun et al. 2019) au)

Ll cludyally Ladal) .11

Laldl) dileall clls Gu 4D o (gyamdll dlgall A Aubjall coyndl
llyy (2023 = 2014) 5l Pa Lagendl Johs b Lliiaall Xilgally
Goisa o oabid) jlaadV) iy Adaiad) (gie o dalatll aladnuly
Gl & IVOL 1 3smg e @anill ) duhall 58 ciliags a8y L3554
Ahinal (gsimn o Sl alaY) dlaill (giee e ellly csasand)
AGE) (gisn o oadaall laadY) sl dauilly Gl

Gsmn slo @llig (gagmal) sl & MAX Al 35ns N 3l cliags LS
DtV sl Gpilly ISy dlaiaall (grina e Sy (galal) ulail
(oY) aall 5l haal e @ S LS LAGE) (giise o ki)
Aaial) pga¥) dus Adpndd AY e (e pgad) J) Ashins mje S s
& A el Sl gl o a3y IO el 3 Akaad) L B
+ Ssuadl) Ladlaal)
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e IVOL 3 e 50 Y oY) Dbl 1 o ) Ayl cliags WS
Aolical) dlgally Aaldll Hlhliall o A e (syeail) 2ifsall 5L axe
Guee o adaball stV il dlaadll (syie Jo Al G el
2 ae Gagmadl Gsudl (e lgde Jpemall 5 A bl el gy LASA
Al yy SISy 3ygilaien 8 AL 3hsY) Gsw b o(Ali et al., 2020) dudy
(Balietal. dus ao gl el Caliasy . Jwall Geud) 2 (Wan, 2018)
ade pluddl sy 83 IVOL anomaly i o) I cdeags Ally <2011)
Glahy Sy Ganiall G Gow (gin o @y (MAX ddacsy
ISy L 1)5¥) Gl b ¢ (Annaert et al., 2013; Walkshausl, 2014)
- bl Beudl 4 (Berggrun et al. 2019) dul

Laldll el lds Gn 3 o (gpadll dlgall i gounge callig
goasall 13l W edupall Blowdl Lcils Al (ge el cdlifional) lgalls
&AL (gAY Gl clabadl paibay o peiiel] dawilly dueal (1
gl Jadlaall (5yainal SISy ¢ (gagmadl (gl
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