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Abstract:

The study aims to identify does idio-
syncratic risk really matter? evidence
from the egyptian stock market, by stu-
dying the impact of idiosyncratic risk
on stock returns, by using data from the
egyptian stock exchange following the
methodology of Campbell et al.(2001).
during the years 2006-2010 the study
results indicate that idiosyncratic volat-
ility is the biggest component of total
volatility and shows no trend in this pe-
riod. that small stocks idiosyncratic vol-
atility predicts the small capitalization
premium component of market returns .
Beside that our analyses about the pre-
dictive ability of various measures of
idiosyncratic risk provide evidence that
idiosyncratic volatility is not a signi-

ficant predictor for future return.
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@lliill 4lidal) Guulial) Clbud Adagl) Clsbaal) V a2y Jgaa
Mean Median  Max Min S.D. Skew Kurt. J.B. ARl AR6 ARI12
T V Equal
ALL 0.03383 0.02345 0.11920 0.00400 0.02285 1.848 3.168 336.23 0.488 0.211 0.005
T V Equal
BIG 0.0340 0.0222 0.120 0.0041 0.02713 1.460 3.344 312.62 0.413 0.145 0.004
T V Equal
0.03669 0.02275 0.12740 0.00540 0.0268 1.814 3.630 245.21 0.407 0.174 0.005
SMALL
T V Value
ALL 0.03697 0.0322 0.1144 0.0043 0.0213 2.702 7.416 410.51 0.323 0.136 0.032
T V Value
BIG 0.0198 0.0124 0.0963 0.002 0.02182 2.481 5.469 408.85 0.457 0.145 0.008
TV Value 0.02898 0.0220 0.1056 0.0041 0.0165 2.398 6.203 121.12 0.461 0.136 0.003
SMALL X X . . X . . . . X .
Equal
AV ALL 0.03109 0.02316 0.1161 0.0041  0.02558 2.413 5.005 37554 0456 0.096 0.003
IV Equal
BIG 0.03011 0.0223 0.11740 0.00310 0.02708 2.235 3.823 309.14 0.406 0.012 0.003
IV Equa] 0.03311 0.0235 0.11540 0.0054 0.02607 2.615 5.841 254.67 0.305 0.084 0.003
SMALL ’ : . - ’ - h ’ - : ’
Value
v ALL 0.02556 0.0209 0.11120  0.0048  0.02131 3341 10982 45683 0312 0.069 0.012
Value
v BIG 0.0266 0.0163 0.131 0.004 0.0279 3.828 17419 44563 0301 0.13 0.032
AV Value 0.02743 0.0201 0.1330 0.0041 0.043 3.267 13.498 84.23 0.414 0.086 0.008
SMALL X X . . . . . . . X .
MV 0.0006 0.0004 0.006 0.0001 0.00071 4.885 32.578 115.51 0.494 0.021 0.009
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TV 0,95 1,00
TV 062 075 1,00
TV e 0,63 0,83 0,63 1,00
TV E\;/gue 0,92 0,64 0,72 0,82 1,00
TVa&e 063 0,58 0,83 067 056 1,00
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IV oda 97 054 085 09 075 065 098 1,00
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v X |_aj|_Ll ) 0,82 0,97 0,72 0,86 0,97 0,54 0,65 0,98 0,52 1,00
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Dickey and Fuller Statistics

Philips-Perron Statistics

Intercept Intercept and Trend Intercept Intercept and Trend

t-stat p-value t-stat p-value t-stat p-value t-stat p-value
Iv o 2,241- 0,005 3,217- 0,0231 3,214- 0,002 3,577- 0,0371
[V g 3,321- 0,001 2,274~ 0,013 2,145 0,004 3,264 0,015
v Sfj‘,ﬂijl_ 2,342- 0,004 2,346~ 0,021 2,415- 0,003 2,316~ 0,032
v Xf:_u ¢ 3,245- 0,006 3,371- 0,013 3,571- 0,004 2,321- 0,047
v EY,?;“E 3,254- 0,001 3,317- 0,052 2,514- 0,005 3,847- 0,023
v SV ,\jj : fL 2,347- 0,002 2,251- 0,031 3,269- 0,003 2,961- 0,041
MV 2,248~ 0,001 3,124- 0,023 2,451- 0,002 2,194~ 0,015
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a5 a8, ,Schwert,

oladl aas ¥ 4l ) ) JSEN (e ey
e Y Anedll Dl of G ctrend
el e sl gl 50l slsu ale ola)
Market (§gudl agul atlge cp ABad) 0 /A
dalal) jhlial stock returns
o IS skl e sl <) o
Angelidis and Tessoramatis (2008)
a3 & ,Goyal and Santa—Clara (2003)
f A lasi) = dgai alasi

r

t+1 :a+ﬁxt +gt+1

(")

Apeil) Adlal) ple gl o My a0 Ses
A1 el 3 Gpud) Alilad

age) g il o Aualad) L Gulia 3,08 JLIA) £ oB) Jgan

Equation Constant v Aliqfaj v Bl?gua] IV Silfllq:ilL v XLE:FE \Y g/lzlue IV S\/’\j.lAueLL MV R* Ad
Panel A. Forecasts of the capitalization weighted market return

1 0,0314 0,0037 %23
p-value 0,32 0,63

2 0,0034- 0,0021 %17
p-value 0,97 0,52

3 0,0092- 0,0061 %9
p-value 0,72 0,36

4 0,0194 0,0020 %21
p-value 0,45 0,74

5 0,0352 0,0014 %27
p-value 0,37 0,76

6 0,311 0,0034 %16
p-value 0,19 0,63

7 0,0094 0,0017 %24
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p-value 0.84
8 0,0018 0,0028
p-value 0,74 0,58
9 0,0097 0,0034
p-value 0,78 0,45
10 0,0092 0,0031 0,0042
p-value 0,72 0,47 0,32
11 0,0324
p-value 0,37
12 0,0024-
p-value 0,96
13 0,0096-
p-value 0,64
Panel B. Forecasts of the equally weighted market return
1 0,0465 0,0026
p-value 0,18 0,54
2 0,0687 0,0017
p-value 0,06 0,47
3 0,0642 0,0027
p-value 0,04 0,21
4 0,0365
p-value 0,31
5 0,0425
p-value 0,34
6 0,0523
p-value 0,18
7 0,0712
p-value 0,06
8 0,0624 0,0022
p-value 0,041 0,58
9 0,0634 0,0035
p-value 0,0124 0,41
10 0,035 0,0024 0,0034
p-value 0,0227 0,43 0,37
11 0,0357
p-value 0,31
12 0,0034-
p-value 0,91
13 0,0086-
p-value 0,57

iliilly duadial) .4
=il ad s behaviour gl w d_ufy o)
il alall pricing =i g properties
hot issue Lalull Cle g gall (1o raay Cagus
Dk L jiss Gand 13 Lanyg edspall a8
G dadlaall 58y dalall hlad) el

Gle gamgall o lualadl QLGN &5 iage e

0,53
0,0024 %22
0,46
0,0024 %20
0,37
%21
0,0021 0.0031 %25
0,27 0,21
0,0023  0,0025 %24
0,23 0,26
0,0027 0,0031 %21
0,26 0,28
%14
%21
%11
0,0026 %23
0,24
0,0018 %7
0,35
0,0039 %26
0,54
0,0021 %27
0,43
0,0026 %18
0,41
0,0024 %19
031
%20
0,0024 0.0027 %17
0,21 0,26
0,0027  0,0023 %24
0,28 0,27
0,0031 0,0027 %20
0,22 0,31
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