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Table 2 The variable
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Rawret( %))
Retafi( %)
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Fama-¥rench
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Table 3 Descriptive statistics on variable
Rawret( %) 0.042 4 0.582 3 0.026 1 -6.4255 5.064 6 9 572 500
Retafi( %) 0.0350 0.5825 0.0189 -6.431 6 5.0552 9 572 500
Retbef( %) 0.042 3 0.3323 0.008 0 -2.407 2 19.519 6 9 777 625
InSize 15.110 1 1.002 3 14.957 6 12.412 7 22.259 2 9 777 625
InBM 5.810 1 0.6555 5.8345 -0.3750 10.446 6 9 777 625
betaMFkt 0.684 1 0.466 7 0.7329 -8.2105 15.265 6 9 777 625
betaSMB 0.426 0 0.828 8 0.409 8 -72.438 3 55.987 8 9 777 625
betaHML -0.117 8 0.954 2 -0.100 6 -64.256 2 123.937 9 9 777 625
Idvol( %) 2.3582 1.4227 2.174 6 0.098 9 184.170 4 9 777 625
GbetaMkt 0.728 6 0.4577 0.803 7 -1.408 6 2.946 2 9 777 625
GbetaSMB 0.442 3 0.775 3 0.430 1 -4.2558 4.836 0 9 777 625
GbetaHML -0.122 6 0.844 6 -0.098 8 -7.3387 4.489 5 9 777 625
G_Idvol( %) 2.417 5 1.378 7 2.250 0 0.101 3 120.902 7 9 777 625
3
0.042 4% 0.684 1 0.426 0
0. 035 0%
0.042 3% . -0.117 8
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Table 4 Correlations between main variables
1/4 3/4
(A)
Retaf~Idvol -0.015 8 -0.016 5 -0.309 7** -0.091 2 0.0559 0.362 5***
Retaf Retbf -0.0412 -0.0210 |-0.597 9*** -0.128 1 0.072 3 0.384 9™
RetafInSize -0.0425 -0.070 0 | -0.473 7% -0.172 0 0.075 2 0.669 2***
Retaf\InBM 0.028 6 0.028 4 | -0.445 9*** -0.069 3 0.1355 0.417 57

Retaf~beta_Mkt -0.004 7 -0.009 1 |-0.200 9*** -0.052 4 0.038 7 0.185 3**

Retafbeta_SMB 0.029 8 0.039 1 -0.392 5*** -0.0619 0.1132 0.506 7%

Retafbeta_HML -0.0013 -0.0007 |-0.459 6*** -0.084 9 0.079 0 0.296 17

Idvol  Retbf 0.427 9** 0.476 7** | -0.220 1% 0.251 5** 0.603 8** 0.970 37**
Idvol InSize -0.1005 | -0.1011 |-0.3505*"| -0.1678 -0.052 6 0.617 3**
Idvol \InBM -0.240 2 | —0.228 5% | -0.567 1***| -0.3059** -0.1427 -0.0216

Idvol «beta_Mkt —0.244 5| -0.263 77°|-0.807 8| -0.391 6** -0.1259 0.656 17
Idvolbeta_SMB -0.0204 | -0.0269 |-0.602 7™ -0.1726 0.126 7 0.879 1™
Idvol beta_HML -0.0841 | -0.1040 |-0.863 6™ -0.264 1 0.054 6 0.707 9***

(B)

RetafG_Idvol -0.0176 | -0.0164 |-0.318 0™ -0.099 7 0.060 0 0.417 37
Retaf Gbeta_Mkt -0.0026 | —0.0023 |-0.228 2™ -0.054 4 0.050 3 0.241 27
Retaf Gbeta_SMB 0.026 0 0.0369 |-0.327 4™* -0.060 2 0.109 9 0.539 17
Retaf Gbeta_HML 0.009 5 0.008 7 |-0.360 3***| -0.087 3 0.092 8 0.350 1™

G_Idvol Retbf 0.311 97 10.390 2% |-0.447 3™ 0.103 7 0.545 1" 0.918 4™

G_IdvolInSize -0.0543 | -0.0648 |-0.374 8™ -0.1570 0.019 4 0.535 7

G_Idvol InBM -0.2153%%|-0.203 1*|-0.534 5™ -0.271 5" -0.144 9 -0.026 1
G_Idvol Gbeta_Mkt —-0.241 8" |-0.231 6**|-0.760 3| -0.3550" -0.126 7 0.118 4

G_Idvol Gbeta_SMB -0.0603 | -0.0126 |-0.559 3™ -0.178 8" 0.084 6 0.295 0™
G_Idvol Gbeta_HML -0.0870 | -0.0800 |-0.385 8™ -0.195 8" 0.008 8 0.262 4™
R 1% 5% 10%
0.1
0.9 Retbf
-0.072 3 0.041 4
0.1.0.2.0.3.0.4 0.9
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Is there idiosyncratic volatility puzzle in Chinese stock markets: A quantile

regression analysis

*

XIONG He—ping' LIU Jing5un® YANG Yigun' ZHOU Jing-ming'
1. Economics and Management School of Wuhan University Wuhan 430072 China;
2. Lingnan College of Sun Yat-sen University Guangzhou 510275 China

Abstract: Using the samples of Chinese A-share listed companies this paper empirically investigates the rela—
tionship between idiosyncratic volatility and stock cross-sectional return and throws light upon the question
“Does idiosyncratic volatility puzzle in China”. Traditional OLS regression residual standard deviation and
GARCH model are used to estimate idiosyncratic volatility and both the Fama-MacBeth cross—section regres—
sion and quantile regression method to investigate the relationship between idiosyncratic volatility and stock
cross-sectional return. The OLS regression analysis shows that idiosyncratic risk is negatively correlated with
stock expected return but the relationship is not statistically significant which means that idiosyncratic vola—
tility puzzle does not exist. The quantile regression on the other hand gives a more comprehensive description
of the relationship between idiosyncratic risk and stock expected return. At the low quantiles the relationship is
significantly negative while at high quantiles the relationship is significantly positive.

Key words: idiosyncratic volatility; cross—sectional return; quantile regression



