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FA%olgo] AMAQY SHo| EAIFIH AFe & Leid Yok 19 & uk(anuary
effect) 412080 ZAfste GEAQ AR SAolch thgoldy %A Ay 1
SUEAY 2B WAL 19avto] o5 AP WeAIS AEUC

19auo e Amuy] s WA, YA <E 25014 UuE DGUEAY 7]

2 1089 ZEZS PYStL 2 REF0 AnLES 197 29 ~ 12

Pl P2 P3 P4 P5 P66 P7 P8 P9  PIO PI-PIO
14 F+h: L7 RESER
er 0.0365 0.0437 0.0346 0.0361 0.0298 0.0308 0.0272 0.0160 0.0206 0.0030 0.0334
t-3 131 147 123 118 113 122 104 061 074 016 257
29 ~ 129 B SUIFEESYQ
er -0.0323-0.0175-0.0110 -0.0059 -0.0058 -0.0075 -0.0037 -0.0038 ~0.0020 -0.0024 -0.0299
-3t -359 -2.25 -140 -0.82 -0.82 -1.12 -0.58 -0.63 -0.34 -0.48 -4.92
14 F+t: 7RIS ZEZE R
er 0.0345 0.0271 0.0210 0.0215 0.0052 0.0228 0.0184 0.0300 0.0063 -0.0058 0.0404
t-3t 101 078 075 068 019 079 064 112 023 -027 166
28 ~ 128 B+t VRS EEE R
er -0.0377-0.0184-0.0154 -0.0101 -0.0033 ~0.0094 ~0.0106 ~0.0119 -0.0038 ~0.0057 -0.0320
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t-3f  -4.65 -2.28 -2.09 -1.32 -0.48 -1.32 -1.53 -1.97 -0.64 -1.02

-4.61

PL. P2 P3 P4 P5 P66 P7 P8 P9 PI0 PI-PIO
19 g Q7S REEYR
er 0.0265 0.0226 0.0414 0.0190 0.0304 0.0226 0.0318 0.0296 0.0301 0.0248 0.0017
t-zf 1.00 095 149 077 1.08 096 1.5 111 102 092  0.19
29 ~ 129 W FYIFEESQ
er -0.0160-0.0138 -0.0113 ~0.0099 ~0.0072 -0.0062 ~0.0071 -0.0076 ~0.0055 -0.0072 -0.0088
t-3t 223 -200 -158 -147 -104 -093 -108 -1.17 -0.86 -1.11 -3.17
19 B3 JRIFEERQ
er -0.0014 0.0035 0.0107 -0.0014 0.0202 0.0468 0.0258 0.0219 0.0245 0.0109 -0.0124
t-3t -0.05 0.12 036 -0.04 064 199 090 076 095 040 -0.90

24 ~ 128 BFF JAVIFEESeQ

er -0.0153-0.0127-0.0071-0.0130 -0.0041 -0.0069 -0.0084 -0.0122 -0.0123 -0.0064
t-z¢r  -2.31 -192 -1.01 -191 -0.62 -1.06 -1.25 -1.89 ~-1.81 -1.02
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= Bt
<® 7> ARHEY-FALAE WA 19 B0 28~12% B2 17
DALl 240709S 14(2070) 29~12(2207H)0] & #EO= LEsolct 19 B2l F
BEA] £ 500(=25%20)7010], 29~129 B2 FUEFA] = 5500(=25+220)70lch. 2f B
of ¥¥e SIZE-BM 7|02 7Y 257 ZEZe|9o] £uA0lgS LSHEAHS Zasts
10717 =3 ¥4o] tisll Fama-MacBeth 207 Wd sl st FRd @A
Ay 2132 AIAIRE Aoltk
Panel A. 1 /RWH-FH-FAI20 5 ¥ 19 £&
LS LEECR
Byl 2y2  ©¥3  wy4  pys  wae wd7 0 28 29

SR -0.0306 -0.1362 -0.3011

IVOL1 (-0.14) (-0.96) (-1.64)

fteal(®) -0.1193 -0.1090 -0.3301

VOL2 (-0.62) (-0.66) (-1.43)

N -0.0118 0.01700 -0.0337

IVOL3 (-0.12) (10.20) (-0.37)

Adj.R? 34.42%  35.28%  33.73%  38.07%  39.01%  37.91%  48.98%  49.91%  45.48%

At EmE=D ©

2y1 22 233 234 285 236 287 238 239

Afiead®) - -0.0770 -0.1904 -0.4161
IVOL1 (-0.45) (-1.31) (-1.80)

rypeal(2) -0.0984 -0.0785 -0.3293
IVOL2 (-0.56) (-0.50) (-1.36)

~Gon -0.0885 -0.0757 -0.1353
IVOL3 (-1.06) (-0.82) (-1.27)

Adj.R? 32.96%  33.90%  32.98%  37.08%  37.76%  37.88%  43.84%  44.21%  41.33%

Panel B. 1 ¥54-24500 80 2: 28~129 BE
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(-3.07)
40.24%
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(-1.94)
39.45%

-0.1557
(-2.49)
40.17%
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(-1.61)
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A
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£ g9
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-0.0556
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34.07%
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-0.1026
(-1.96)
34.77%

-0.1358
(-2.12)
37.24%
-0.1574
(-2.49)
34.99%

-0.0700
(-3.28)
31.68%
-0.0550
(-2.86)
30.92%

(2012)x}
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32.41%
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(-2.22)
32.76%
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4271 BRe 9o KOSPI Aw4olgo] R 2 A9olo, sl7| B2 KOSPI Aij4olg
ol 0urt Ae Zoolct 7t mEWR MY LEWEHI /FOR 1089 ZEEL QS 14
ettt P12 MfRIEdol 7P & ZEEZ2|Q, P102 ARW¥E/dol 7 A2 ZEEZ|QE, er
o mEZP|00 x40l S U Eo) e 7t mEol TIVIHI2174LR 119742)9)
Fat golot. upx|9 Fo] (P1-P10)e nguEAol 71 2 mEEL]Q PIg At LRUEA0|
by Abe mEZ2Q PI0S ¥ Tu|gmEZ2] Q0] Autolc
Panel A. 3571 #2: AU JIAP1E® nirg) 71+ 1029 ZEE2]Q
P1 P2 P3 P4 P5 P6 P7 P8 P9 P10  P1-P10
LS RLEZYR
er 0.0374 0.0492 0.0563 0.0603 0.0575 0.0538 0.0541 0.0514 0.0520 0.0398 -0.0024
t-3 351 563 7.06 7.87 7.92 7.81 786 7.95 752 745 -0.28
TR EREZ L
er 0.0348 0.0598 0.0559 0.0663 0.0642 0.0582 0.0564 0.0504 0.0521 0.0429 -0.0081
t-3t 3.93 6.8 753 88 939 7.66 7.90 801 781 712 -0.83
Panel B. 4&7|#&: 217 17EE 71& 1029 ZEE2R
P1 P2 P3 P4 P5 P6 P7 P8 P9 P10  PI-P10
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er 0.0459 0.0478 0.0527 0.0488 0.0546 0.0537 0.0530 0.0512 0.0531 0.0511 -0.0052

t-3f 6.08 680 680 7.21 723 786 783 7.29 737 7.11 -1.32

SHRMEEEE Q

er 0.0494 0.0511 0.0639 0.0538 0.0637 0.0622 0.0587 0.0513 0.0531 0.0558 -0.0064
t-z¢r 766 725 870 756 823 9.19 839 778 829 8.5l -1.10

Panel C. 8127|228 M@ LGHEH LA/ A TONA) 715 1089 ZEZeQ

P1 P2 P3 P4 P5 P6 P7 P8 P9 P10 P1-P10

SUWIFERESYO

er -0.0894-0.0731-0.0696 -0.0641 -0.0621 -0.0614 -0.0554 -0.0549 -0.0515 -0.0430 -0.0464

t-%t -8.20 -7.57 -6.92 -7.33 -7.21 -758 -744 -752 -7.41 -7.01 -6.67

TRV REZE R

er -0.0971-0.0878-0.0795-0.0799 -0.0683 -0.0705 -0.0717 -0.0662 -0.0570 -0.0535 -0.0436
t-3f -9.34 -9.37 -9.29 -9.05 -9.20 -8.70 -8.82 -9.64 -8.75 -836 -4.70

Panel C. stE7|2 & 2UR 1/5¥5d 71& 1029 ZEEQ

P1 P2 P3 P4 P5 P6 P7 P8 P9 P10  P1-P10

er -0.0699-0.0684 -0.0655-0.0628 -0.0617 -0.0604 -0.0597 -0.0593 -0.0573 -0.0593 -0.0106
t-g¢  -7.71 -8.19 -7.43 -753 -7.37 -7.49 -7.32 -7.42 -7.28 -7.61 -2.97

SHRMEEEE @

er -0.0766-0.0727-0.0740 -0.0767 -0.0669 -0.0660 -0.0688 -0.0690 -0.0706 -0.0646 -0.0120
t-z¢r -998 -984 -979 -9.93 -958 -9.69 -9.00 -889 -84l -9.30 -2.00
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<E 9 LYWEAY FULAFY WA ALV EEY Sp|RE] 2

AR EELQ 24070€S 4571(121709) 2 st7](11970€)e] & BE o= FEsty ZF BRI
4y g SIZE-BM 7|Z02 1LAE 257 ZEEZ2]Q0] X1}40ES 1SHEAS

Al EYd¥4o] tisi Fama-MacBeth 2874 Id@H JHEZAS &S
AT 7 ghe AR glolct g571ERe ojgel KOSPI At
271382 KOSPI £1440]80] 08} &2 7 Qo]lct.

%ﬂ

Panel A. X478 E
AV REEEDQ
23] 232 23 P4 RFP5 RIPe TFP7 BFZ B9
,yfeal(l) 0.0153 -0.0422 -0.1011
IVOL1 (0.17) (-0.53) (-1.02)
Affeal(2) -0.0055 -0.0214 -0.0986
IVOL2 (-0.07) (-0.29) (-1.17)
;EZZ -0.0626 -0.0661 -0.0691
IVOL3 (-2.03) (-2.11) (-2.02)

Adj.R? 34.26%  34.06%  32.16%  37.85%  38.43%  36.87%  41.05%  42.32%  40.96%

S EREZRQ

23] 232 B33 ©y4 25 2P 2YP7 8P 039

AfReal) - -0.0093 ~0.0468 ~0.1006
IVOL1 (-0.11) (-0.58) (-1.00)

,Yfeal(Q) 0.0208 0.0257 -0.0381
(0 (10.36) (-0.45)

f -0.0438 -0.0444 -0.0377
IVOL3 (-1.59) (-1.58) (-1.24)

Adj.R? 32.95%  32.79%  30.96%  35.58%  35.50%  34.50%  41.10%  41.09%  40.69%
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B3l R&E2 B33 &4 By5  nas ©y7 238 1y9

,Yfml(l) ~0.2677 ~0.9279 ~0.2362
IVOL1 (-2.38) (-2.58) (-2.51)

~ffeal(2) -0.2399 -0.1855 -0.2407
IVOL2 (-2.84) (-2.56) (-2.80)

2/ ~0.0676 -0.0738 -0.0872
IVOL3 (-2.36) (-2.33) (-2.27)

Adj.R? 33.92%  33.17%  31.55%  36.77%  36.55%  36.04%  39.64%  39.66%  40.40%

21 22 233 234 25 236 287 238 239

,Yfeal(l) -0.2809 ~0.2716 09412
IVOL1 (-2.89) (-3.18) (-2.59)

yfieal(@) -0.2727 -0.2249 -0.1949
IVOL2 (-3.64) (-3.26) (-2.36)

7 -0.0716 -0.0700 ~0.0618
IVOL3 (-2.76) (-2.42) (-1.98)

Adj.R? 32.62%  32.28%  31.21%  34.76%  34.54%  34.27%  38.71%  38.43%  38.54%
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A Study on the Relationship between Idiosyncratic Volatility and
Stock Returns in the Korean Stock Markets'

Cheoljun Eom!'* Woo-Baik Lee? * Rasoo Park®+ Uk Chang’* Jong Won Park®

< Abstract >

The idiosyncratic volatility(IVOL) puzzle, as first documented in Ang, et al.
(2006), has received so much attention in the finance literature. We examine
the IVOL puzzle in the Korean stock markets. We use monthly realized IVOL
based on daily stock returns and conditional IVOL from EGARCH based on
monthly stock returns. We find that stocks with recent past high IVOL have
low future average returns in Korean stock markets after controlling for
market beta, size and value factors. The negative relationship between IVOL
and stock returns is significant and robust for controlling short-term reversal,
momentum, trading volume turnover ratio, stock price level. This result
suggest that the IVOL puzzle of Ang et al.(2006) exists and there are broad,
not easily diversifiable factors in Korean stock markets. However, we can not
find this IVOL puzzle in the down market period and January. In January high
IVOL stocks on average outperform low IVOL stocks while in other months
they underperform. And in up markets the negative relationship between IVOL
and stock returns is not significant but it is very significant in down markets.
These results mean that high IVOL stocks earn large negative returns when
the market goes down and induce the IVOL puzzle in the Korean stock

markets.

Key Words: Idiosyncratic Volatility(IVOL); Stock Returns:; IVOL Puzzle; Asset
Pricing Model: Korean Stock Markets
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