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Abstract

This study investigates the relationship between idiosyncratic risk and return based
on the model (GARCH)-in-mean for individual by individual securities in Tehran
Stock Exchange during the period from 2001 to 2015. The evidence suggests that, on
average, 27% of stocks experienced a significant relationship between idiosyncratic
risk and return. This is the way that companies with a negative relationship comprise
a far greater proportion than those with a positive relationship in changes with the
proportion of all securities (19%). The results of investigating the effect of
characteristics on the probability of a significant relationship between returns and
idiosyncratic risk indicate that some characteristics influence the probability of a
positive and a negative relationship, while the rest of characteristics appear to affect
only a positive or negative relationship. This evidence implies that the factors that
explain a positive connection between idiosyncratic risk and returns are different from

the factors that explain a negative connection.
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1. Capital Asset Pricing Model (CAPM)

2. Idiosyncratic risk or Unsystematic risk (Firm-specific risk)
3. Limited information model

4. Rebalance
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1. Generalized Autoregressive Conditional Heteroscedasticity-in-mean
2. Modern Portfolio Theory (MPT)
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1. Exponential Generalized Autoregressive Conditional Heteroscedastic
2. Quantile regression
3. Prospect theory
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1. return reversal effect
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1. Market Model
2. Fama & French
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1. Momentum Factor

2. Carhart

3. Aggregation

4. Multinomial Logit Regression
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