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Abstract

An Empirical Study on Investment Performance using Properties of Realized
Range-Based Volatility and Firm-Specific Volatility™

Byun, Youngtae *

This paper explores the relationship between firm-specific volatility and some firm characteristics
such as size, the market-to-book ratio of equity, PER, PBR, PCR, PSR and turnover in KOSDAQ
market. In addition, I investigate whether portfolios with difference to realized range-based
volatility and firm-specific volatility have different investment performance using CAPM and FF-3
factor model.

The main findings of this study can be summarized as follows. First, firm-specific volatility
have mostly positive relationship between firm—specific volatility and some firm characteristics.
Second, this study found that realized range-based volatility and firm—specific volatility are
positively related to expected return. It means that portfolios with high idiosyncratic volatility have
significantly higher expected return than portfolios with low firm—specific volatility.

Key Words: Realized Range Volatility, Firm-Specific Volatility, Expected Returns, Investment

Performance, Portfolio
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