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Abstract

According to volatility feedback theory there are relationships between stock
return and the risk of stock. However, the results of empirical research, in
several countries and markets, are different. This study investigates the
effect of anticipated stock return volatility on stock return in Automobile
industry using GARCH in Mean (GARCH-M) models, and ARDL modeling
and Bounds test approach to level relationship. We also investigate the effect
of unanticipated stock return volatility on stock return using ARDL model
and Bounds test approach in the period of 06/04/1998 - 06/07/2010, applying
daily and weekly Automobile industry index in Tehran Stock Exchange.
Estimation of the GARCH-M model results by applying FIML method of
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estimation show that anticipated stock return volatility affects the stock
return positively. Moreover, Bounds test approach results from both models
confirm existence of long-run relationship among variables under
investigation at 1% significance level. The ARDL estimation results show
that anticipated (unanticipated) volatility of Automobile industry stock
return increases (decreases) the return in long-run. Results from Granger
causality test confirms one-way long-run causation from anticipated
volatility of Automobile industry stock return to the return.

Keywords: Volatility Feedback Theory, Auto Industry, GARCH_M, ARDL
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)‘-’J—i u\_wbdﬂ K] L;uﬂ&u )| 6)‘.34,,3 MLGA udﬁo\;;ju#-\ﬁl{ uLF)UM
. g . Lo S th[o_tz] - "
cw‘l(l);l(O)L;Lh)}.u;))‘d)bjwjb 5 }obﬁl(l)cwbdlﬁw
_ Y
odd 55 Ol il 5 (i) i 5 Sile shls slals ls , & =(ewéa) ¢
2L e g5 g pde b3 s 4 4> 5 L (Pesaran & et.al ,2001) o1, Kea 5 Ol g . sl
&‘obw@ﬂbc’aﬁjdu\ﬁd‘jdbgubj)}i.'\mfjcg:y.x:sﬁ

p-1 q-1
Yo =8y Yeu + Xy + D KA + D EMX + ey
i1 i—0 (14)

1ol 5 g 4 ECM ol ply g 05 5 e T 51 5 0 Llpss Il

p-1 q-1
Ye =0, (Yoq — ) + 0, (X, — 1) + Z/liAyt—i + ZgiAXt—i +éy (15)
i1 i—0

1ol 5 e 4 ECM sy sy 03y 5 el Tota 1 5 0 bl g DIl

p-1 q-1
‘yt = C0 + 5yy yt—l + 5xxxt—l + Zj’l Ayt—i + Z éiAXFi + gyt (16)
i=1 i=0

1ol 5 S 4 ECM Gl il e g5 5 el a1 5 00 Ll ler Il
p-1 q-1

Ayt =G +5yy(yt—1 _7yt) +5xx(xt—1 _7xt) +zAiAytfi +Z§iAthi +8yt
i=1 i=0

(17)

Lol 25 &0 4 ECM ol ol el gy 5 el Ton 51 5 g0 Loty S

1- Identically and independently distributed
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p-1 q-1
‘yt = C0 + ﬂt + 5yy yt—l + 5xxxt—l + Zjﬂ Ayt—i + Z gi AX1—i + gyt (18)
i=1 i=0

aam g U, S e )5 s 3 se e s poler cpae (ST g s Slalllas s
il ) Do a5 S e Sl a3 G pl s bg e (bAECM G Ly

p q
Y =Co+8,Y 4+ 6,00, + Z(oi Ay + Z(DIAO-tZ—I + &
i1 =) (19)
oler
p q
Y, =Co +6,(Yy— 7 ) +6, (0f,— Y0+ Z(oi AY,; + Z(DIAO-tZ—I + & (20)
i1 =
p q
Y, =Co+ Bt+8,Y, 4+ 6,07, + Z(piAyt—i + Z(DIAO-tZ—I + & (21)
) =

- e i 5 lallet Al £, 5 T Sl Lo, € eadih L5 b 5y LT s oS

Slns o Pl gy a4 (b5 ECM adaly e Ladil S 0505 L3 Jsl 8. sl
olalime Cgr F O 5a3T Jan 5 Lo e Olse Sotadily L1555 0505 5 shie 40 (Jsense
Hot8,# 6,20 Jolie s Hy16,=0, =0 o cla e (5,5 7 shaw 315 L
L el S 05057 plasl S (G Mo Sl 55 dl(d) Jois (sls ite (5110 A3 0
Sle ke gl m 8L @S Il 0y S oal 3 (Pesaran & et.al ,2001) O)Sas 5 Ol
FoyleT ST Ul 4 § 15 5 1(1) md g sla ke 61, YU &l S 5 1(0) i 5

At 5 b ke e 3 a5 09 Ol o AL VL WIS s e 51 85

1- White noise errors
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S e 51 5ol 0sa3T T ST Sle s a3, Skaskih B33 g5 pde 2 (e

3Vl ladl S o 0503T o UT STl o505 5, 01 i 15 o (33 3,8 S35 ol il S
Al atial O ga3T w58 5 il

ekt Jds Ol 55 e e ol —ramen Oy ST 4SSl 5l i pgs oS )

135 e s aly Yy @l L2 ARDL(P,,0,)

p q
Y, =Cp + ft+ 2513/14 + 2520-124 + & (22)
i=1 i=0
3 gd e 5515 slame jl e3bized U 1, ARDL(D,, Gy) e sy sl sl O 55
a0 0l oo 23 ECM ains alows a0 1y Sooditly 5 Dol oS (sl 5 (sl el oy 08
:b)jT Cwd

p q
AY, =Cy+ B+ Y G A + D @0l +vecm  +¢, (23)
1=1

i=1

s 5 ol S s e razman Sb gy Slaobi S 310 P @ G el 5o

P Cule 0g037.3-3
C.—A&Qj.ﬂ)T‘QA.A.L.LAJ@bJ?jsw)j;'#lﬁm‘;dy)]’dﬁf)lfb&)y)b
e 3 Lo e Sode 0B 5T Ol il o) 0l 5303 5 0 plowl VECM Sl aslizal b i &

Lol 25 S0 4 G ol 03 i 8 e 090 3T ool g (b5
AY, = + i (L)AY, + @i (L)Ac! +ECT, +uy

ol =ay+ e (L)YAG? + @3, (L)AY, + SECT, ; +U,, (24)

1- Schwarz Criterion
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QT ).) 4§
Py i P1p i P13 i
pi(L)= Z%pl,i L ph (L) = Z (012,i L P (L) = Z (01%,i L (25)
i=L i-1 i0
P2y i P2 i Pa3 i
pn(L)= Z (02p1,i L ¢ (L) = Z (02’)2,i L p3(L) = Z%ps,i L (26)
i=L i=0 i20

ALny, (L) = ALny, ECT, , a5 ccul ' ol Shoe 5 Jsl a5 0 Jolss Shas
w3 Upp ¢ Upg ol s 43 8 oo iy momen Jok 1487 ol 45 L sl sl dlesr
s stma t o)Ll code §gasT Cogr VECM bl Bl il oo A 45 5 IV 515
0l S pdas s gme FoojleT a3 el ot Cde sdins 0las ECT w0 by,
.(Narayan & Smyth ,2004) wil s oeoli 58 ks

Jo cpaedti gmls g oald i 4

L 5355 St plgm Cd sl 1 aslinal b Goioed (gl 55 A3 a2 iy o5 45 ke
Aoyl 0 53 3 3 45 0 Al 2t oyl Sida 5 4550354 (2) 5 (1) sladlal, 6 SIS
RS IV TN DT et U I T ST N SCHE I DI R
abaly jlesliial U odid s iy Sblu g g odd acwlee GARCH(L,1) Jubs 51 oslazal L ods
0351 caslgy 0350 Jls pad i 5 0 (4) B (1) oslad slayls goi 53 ol o fol>- (4)
L oolitd i Sblag g aslisy glaests (6,8 LK L ods it bl o Saia
el 0B 03,91 u_i:.m resls L;J.:f)lgf

(PP) 052 ks 5 (ADF) a8l poas J o= (ST5 ol a5 05057 (1) o)led s 5o

(07) ot ot Sl (Yy) (Sain 033b (V) @50y 0330 ol Guios (sl ke (51 5

1- Lag operator
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GARCHO1
20

16 |

12 -

N

T
85 86 87 88 89

04— T T

78 79 80 81 82 83 84
9995 Lo plagw Caod a L 083k ol (Jw gy Dblwgi 13 518903
Giome Slolone e
SIG2U

40

20 |

o

-20

-40

-60 |

-80

-100 +

-120 -,

1378 1380 1382 1384 1386 1388
93885 S plaw Caod as L 083k ouii w sy S6lwgi (4) Hloged
Fiome Sloslonn e

0931~ ousktd 9 48 oaesd J98- 0 w9 4l 03T (1) Joux

T Yi Y, o! o,
7, (ADF) | 1472016 | -1154850"" | -15.32579° | -6.790310"
v, (ADF) | -1473018™" | -1154386 | -1546688 | -7.015184
c(ADF) | -1454253" | -1135349"" | -1178456" | -5050335
7,(PP) | -47.720807" | 20517517 | -15.07493"" | -8.158444""
. (PP) | -47712927" | 2050948 | -15.20866 | -8.494058"

r(PP) | -4823408" | -20.62663" | -1147599"" | 5798978"

Fimn Slolowa | e
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aty s Ogn3T o)leTr el Oy s T 51 b e b Jie (slpr Aol at s O g0 o )leTe,
Te 5 56,0 05 Joe (sl g 4y 5 0505T 05l 5 gy 5 Tn 51 6 e b e (sl 1
548l e Jgim (SO doly ad ) 0505T ADF el gl 45 o Jls sl K55 05
Laasid s 31w ADF 04031 3 5505 s sldel . il o 05 = ks ol g 4y 05051 PP
Al 08 el I el 53 Jlo o (Sans g5 6l 55155 sloas Lo 5 4 Sl e
Loy aS asl s Newey-West Bandwith ;=i |15 sliel &g = el 05057 )5
H5 KL o 53 55 4 o 3 3 pohe % 3% R ois st S0
W10
035l 3355 S el (G7) 033 ok s hy Sl g 3T o 5 slate &
~FIML s, 3 eslizwl LGARCH-M Jue peiss ciL:;(2) oyled Jgdor 5 (V) cmin
5l Cote e 35 ee otaliie 457 45 Sles . ol ok 03,57 (7) 5 (6) Lats, olul
" Sl s St s hobas ST e d gl ol B ol (Bl e o OT o)LeT Jlaz|

.MQ&W@‘o))l{jj)Jf w(:l.q,w o:jl{ ou\.fbu.'..x

GARCH-M s o565 gulii :(2) Jsoo
yo | Same Sl | oxklz- | Jhist

o | -0/044 0/021 -2/036 | (0/041)
ﬁl 0/310 0/010 28/375 | (0/000)
ﬂz 0/090 0/010 8/603 | (0/000)

g | 0097 0/007 13/267 | (0/000)
7o 0/101 0/001 76/861 | (0/000)

51 0/130 2/000 4987/892 | (0/000)
71 0/768 0/000 4596/275 | (0/000)

1- Bartlett-Kernel
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033Ly ot g iy Sl 1 e saeST o 36 0,8 pde b O gy 1 sk o
63,57 (9 58 ls Jus) EGARCH-M Jue g (3) syled Jgutor 55 535 Cnio plew
LS 534S Ci8 Ol 0y b b holias 5 Cte Cdle a5 Lol o
Ll e 50355 S ple 03jLr 0l (i Slles  Oolame ST gls (i 5 St
.(Asteriou ,2006)

EGARCH-M o cpwed gt ((3) Jove
yo | Same Sl | oxblz- | Jhwst

o | -0/050 0/022 -2/216 | (0/026)
ﬁl 0/307 0/010 28/346 | (0/000)
ﬂz 0/086 0/010 8/260 | (0/000)

0 | 0104 0/008 12/363 | (0/000)
Yo -0/169 0/001 -132/642 | (0/000)

S 0/249 0/000 560/637 | (0/000)
51 0/001 0/000 3232 | (0/012)
51 0/879 0/001 698/603 | (0/000)

ob)bod_&w&:_ig;bb};ﬁj}ﬂdhgﬁf;td)w (’”li‘-))ww)j)}b“*

(11)10 L;LA du\_ﬂ) TGARCH-M JMM(4) o)la_fb J}u\_> BE] j)))} WCW
ﬁ'bdﬁfd\jdﬁ 121 %F@Lﬁf)btan};ﬂiﬁ@wﬂ\g‘\?jLg.;',..a|ou\.fbo.>)jT
S 55 B0 Gl Cote LacS 5 4 S ite S 45 5 il o Ol LaeS

-.X...&LGA ol G’fhf;?i QLL«'};

ARDL oo oS gl
Pesaran & et.al ) o)LSes 5 Ol sladil S 05037 Slow 5l (5) ol Jsu 4o

ol 0l 4.?‘)‘ LAA.:‘; g_)}ﬂ)T C"'b (6) o)w J}b 0 peoed Ll o oJ)jT (,2001

J_?‘bj_&wwu.ﬁ(S) O)La_jdd}u\_? d‘ﬁﬂ)&bd}ﬂ)TJ‘)‘bMT@)AJLgle)LAT
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(et A3 s a5 09k 01§ gr kBl YL &1LST Gl e 51 8 5 Sllone o LT
Dama3T oyl L5 oSle a3y 1y kot LS )l g5 pike y gin ho 153 La e
o LaT ST L g 503 35 Ol a1y oo U 03,8 13 ol 61,ST o e 51 7ol
35 558 o odalie . il oo il 09031 i 3,8 515 5L 5 YU bkl S o 09037

.>)|.>.>}?3Juuj.>jmL;uﬁé:JQL:AMAJa{b%lcb):hdbrw

TGARCH-M i oo golis 1(4) Jgue
yo | Same Sl | oxblz- | Jhwst

o | -0/044 0/021 -2/056 | (0/039)
ﬁl 0/304 0/009 30/946 | (0/000)
ﬂz 0/091 0/010 8/776 | (0/000)
g | 0/098 0/007 13/757 | (0/000)
7o -0/101 0/001 91/037 | (0/000)

51 0/124 4/000 3080/303 | (0/000)
71 0/007 8/000 88/521 | (0/000)
v | 0770 0/001 5119/831 | (0/000)

ARDL o 1 2% 2l (5) Jsur

Koo 0.1 0.05 0.01
) J (O —1 () L — )
F,, 37 ana |39 485 | 505 6/39
F, 3/38 402 | 388 461 | 4199 5185
F, 419 506 | 4187 585 | 6134 752

sldw Kl ol s (Pesaran & et.al ,2001) Ofyes 5 Oy Jow 5 Sl 2 3lis

F

gl lua 3l o e bdie w by F o)l Kbl T 11wl ARDL e 5 a i

Lo A gy 5 bl o et Tis 5l o0 0 by o F o)bT KL Fy sl oo gy 05
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Al o e gy 5 e 31 e b dde s bp e FosleT Sl Ry 5 o

Do il dlayly Suzme (w2 g BT T g0 3T s 1(6) Joua

«s"“g w9y b ‘s‘hg X9y (9N
Lag FIV FV I:III
Fy (Y, \Gf ) 1 219921 | 419.882° 419.407"
Fy (Y, \Gf ) 1 540710 | 811031 798779™

LAM‘U_JA_{@\oMoJJ}TC)JﬁJ‘LJ\ﬂM(?) °)wdj4?)3w
C._::.AO'IZ %Hd)}&dﬂodﬁwMbgﬁ‘)ﬁ)@))b)ou\.&wﬂQu.wj_sﬂu.lﬁff
248 S U5 e ol ol il o lake ] o 55 0T 05L& bgy e Jlozt 5 o
30355 L plgm Lk el 033b oy Sl g Statih ST L (g lskee pelan
Cnd e Li o33l odld st Sllu g oS (65b @ el sad 5y b Gt cpl ol
)JJ_.;L;_:.;)Q)}J44'..3‘5.:46#QJ.AMJ.)DW@‘OJJ\{&‘}‘%}A})JPW(W
M}))PWCWWWUoJ)bonﬂQb\.wj;u;i‘f‘b%l LS)"’L.‘*‘CL“
b o il Ao ;5 07141 Jliie 4 Cmis ol @355 0350 Aoy 1 luis

ARDL oo 31 oliial b e dily il yo opweds :(7) Jao

b Y s e . sl od S 59 slze Lwlol » ARDL(4,5)
2 xS ! toskT t Jlois!
o} 0.141 0.030 4.666 (0/000)
C -0.051 0.042 -1.209 (0/226)

ob)l_:}o.f\_&uwfu:«c_iQwayM.bnyAﬁMd‘ﬂM(g)o)WJjb)J
JL&‘}‘}CM‘WO'UZ %J_égzﬁdﬂoMuﬁ.C,.w|oMoJ)jT}).)}iCMLS:ﬁ
%1 Lg)bl_bu CL“)QKC*KU‘jGAJ‘fLGMLG‘)‘JW%]'CL‘”)) QTo)LATAJJQ}JJA
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rlo33L 1 55355 Sl Coed et li 03l ol g iy Slle g Statily 3
S plo Cand oL 035k 0l (S iy Dbl s &7 (65 4b 4 il ad 55 Ji Cmio
cb)bﬁd—éb&)ﬂ@.bﬁ@&b&)zwQ_i\onl_zuiJ:lf%?}a)JJP
i & 55355 Cxi plgw Cead astLs 3L ol ot Sbleg R0 L] (g latas

u\;lidﬂ J;AK M)>0/095 )|@MW@‘§M°J)[J M)Jl

ARDL Jow 31 eoliiw! b Oow aily il po cgmoski 18 fgus

bl oo Y duslg e . ol 00k OB F g slze ulel » ARDL(2,0)

oy Shxo I il t okl t Jlbos!
o -0.0% 0.017 -5536 (0/000)
c -0.352 0.233 -1512 (0/130)

3odd (it Dbl g o by e gla ol Je e 5 (9) ooled s o
ot el aloz b o ) 55l ol 03,51 ARDL 3, 5l eslizul L caljs, 033
4S i Olg r o gl Al ga sl Gillan 5 lslis Sl 4 (ol 0l 033 prais ~0/54
S dy )33 18 3 ¢ b slaeys sLadS oo e 4 Joles pote 5154 Ly 5 Jube ) )
ol Kan sl

30l by Slleg @ by e slast ol ds radns 5 (10) o)l g o
Sodaols S 5T 487 558 o ocaliie . ol 0l 03,5T ARDL. 35, 1 eslial b ¢ Kaia 03
et 3 gad 35 Ol 5 o L (s line o 53 1y (Knia 0351 ot g iy Dbl s
- o Sl Glbae 5 lsline HalS” 457 (ol 0l 03 e ~0/631 ot ey alor oy
Slaeyss S 45 e o sl pote SIHB3 T, Jta ) 3 &7 8 015 or b 5L
ol Rad I3l o 0393 2 3 3

"ty DUl s 0 by A VECM bl 25 8 e 05037 5 (10) o5led J st 5o
F oyl 4 by o sladlaz=! 0555 yloline 4 aom 5 bl 0 03, 5T @il 355 035b 5 0l s
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Code adaly sy to)laT as by e izl ol 5. dil i 5y 501 & lalne plaws 5o
Sl Ll il i 3 b s ol 033b 4 033k odd o iy bl g 51 ety
i OIS a8 e 0403T 5l ool s bl 55 nl 1o B3l e !
o plges b sl 033b o oy Sl s 1 b S e el Stenttly )3 S

31334 g Cais plesiba 9065

2B ARDL o bl y U geona oo ((9) Jsor

bl o ALNY, @ty pito . ol oud Sl 198 skae ulol  ARDL(4,5)
oy | s O ol tosol |t Lo

Ayt (_1) -0/121 0/023 -5/122 (0/000)
Ayt (—2) -0/033 0/021 -1/573 (0/115)
Ayt (—3) -0/093 0/017 -5/218 (0/000)
Ac? 01240 01027 8/703 (0/000)
A O'tz (_1) 0/070 0/027 20721 (0/006)
A O'tz (_2) -0/115 0/027 -4/136 (0/000)
A O'tz (_3) 0/088 0/027 3/168 (0/001)
AO'tZ (_4) -0/114 0/026 -4/255 (0/000)
C -0/001 0/016 -0/001 (0/999)
ECTt_1 -0/540 0/024 -22/051 (0/000)

QBB ARDL Je Lulul p bas goeai Jow ((10) Jaoi

DL Alg e . sl Sk DB F 519 slze bl 3 ARDL(2,0)
ye | olxe Sl toyl | t ks
AY,(-1) | -0nw 0/039 -4/911 (0/000)
Ac? -0/071 01017 41135 | (0/000)
c -0/001 0113 -0/014 | (0/999)
ECT,, -0/631 01049 -12/693 | (0/000)

Gioms Sloslows [ ate
033k 9 0 (i Wblugi Ole 28557 Cude Ogo3T @S (11) Jguer
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F oyl t oyl

Ac? | Ay, | ECM(t-1) - t-stat
) 307685 ~3/750
Aoc |7 o) (0/086)
12/341 -10/324
AYe | ooy | T (0/000)

Fims Olnlons e

"ty DUl 0 by A VECM bl 25 8 e 05037 5 (12) e5led J st o
Fo bl a by e badlaz=| 0355 slsbas 4 a5 LSl o osjjTﬁmozjl{}oM&.{
45 pdy 553 55 o 035k 5 035k ki (i iy Dbl s Ole Sdaol S e dlaly 5
Sl s Ol 4 b 5 Sdadils Cle dlaly 5o s T oyleT & by je Jlaz| ol 505 58 sas
b gas 5y BB o pl o33l 5 035k ol o

5330 3 ol G ey Slugh Oloe 255 Cale ga3T b (12) Jsr

F oyl t oyl

Ac? | AY, | ECM(t-1) - t-stat
) 1/081 ~3/750
Aoy |7 | os3) (0/001)
0/683 ~10/324
AY, on5s) | (0/000)
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e e daly Sakil 53 S S Ol5 0 S Sile 0p05T Sl ol s el
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