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In this study, evidences are presented that shows the positive stock return-
volatility relationship at the firm level is due to firm's real options. In the
real options theory, it can be deduced: A) that the positive stock return-
volatility at the firm level for those firms with more real options is much
stronger and that the level of the sensitivity of the firm's stock return in
response to the changes in the stock return volatility is significantly reduced
due to the use of real options. B) that the positive relationship between stock
return and return volatility at the firm level for companies that have
investment opportunities are stronger. While, this relationship for asset-
based companies is weaker. In other words, the return- volatility relationship
is stronger for newly established companies, small companies, companies
with modern research and development and finally companies with high
growth rates. C) that, the relationship between return- volatility for
companies that have fewer restrictions and greater capabilities to better
respond to uncertain demands (greater flexibility) are much stronger. In the
real options models, managerial flexibility leads to greater firm's value
convexity function. Thus, according to the theory of Jensen's inequality,
sensitivity of the firm's value due to volatility in firm's underlying assets,
while increasing, it should help to strengthen the company's flexibility to the
changes in investment decisions and operations.
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Dependent Variable: RETURNMAZAD
Method: Panel Least Squares

Date: 08/29/16 Time: 17:40

Sample (adjusted): 1389 1392

Periods included: 4

Cross-sections included: 132

Total panel (balanced) observations: 528

Coefficie
Variable nt Std. Error t-Statistic Prob.
LBM 0.092046 0.015790 -5.829529 0.0000
LSTOCK 0.096378 0.013258 -7.269419 0.0000
DVOL 0.952156 0.440479 2.161639 0.0311
AGEDVOL 0.020696 0.011846 -1.747187 0.0812
C 0.473569 0.126743 3.736440 0.0002
0.62609
R-squared 0.101772 Mean dependent var 9
0.30105
Adjusted R-squared 0.094902 S.D. dependent var 5
0.34666
S.E. of regression 0.286414 Akaike info criterion 7
0.38709
Sum squared resid 42.90321 Schwarz criterion 4
- 0.36249
Log likelihood 86.52005 Hannan-Quinn criter. 3
2.27564
F-statistic 14.81442 Durbin-Watson stat 1

Prob(F-statistic) 0.000000
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Dependent Variable: RETURNMAZAD
Method: Panel Least Squares

Date: 08/29/16 Time: 17:42

Sample (adjusted): 1389 1392

Periods included: 4

Cross-sections included: 132

Total panel (balanced) observations: 528

Variable Coefficient Std. Error t-Statistic Prob.
LBM -0.094236  0.015758 -5.980051 0.0000
LSTOCK -0.097353  0.013300 -7.319768 0.0000
DVOL 0.458424  0.209345 2.189801 0.0488
SIZEDVOL -0.091604  0.033489 -2.735345 0.0355
C 0.455128  0.127168 3.578938 0.0004
R-squared 0.097881 Mean dependent var 0.626099
Adjusted R-squared 0.090981 S.D. dependent var 0.301055
S.E. of regression 0.287034 Akaike info criterion 0.350990
Sum squared resid 43.08908 Schwarz criterion 1.971417
Log likelihood -87.66129  Hannan-Quinn criter. 0.366816
F-statistic 14.18651 Durbin-Watson stat 1.971284
Prob(F-statistic) 0.000000
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Dependent Variable: RETURNMAZAD
Method: Panel Least Squares

Date: 08/29/16 Time: 17:43

Sample (adjusted): 1389 1392

Periods included: 4

Cross-sections included: 132

Total panel (balanced) observations: 528

Variable Coefficient Std. Error t-Statistic Prob.
LBM -0.095712  0.015756 -6.074640 0.0000
LSTOCK -0.099272  0.013228 -7.504816 0.0000
DVOL 0.882483  0.451028 1.956600 0.0509
RANDDDVOL 0.018832  0.005248 3.588414 0.0004

C 0.457137  0.126863 3.603383 0.0003
R-squared 0.099157 Mean dependent var 0.626099
Adjusted R-squared 0.092267 S.D. dependent var 0.301055
S.E. of regression 0.286831 Akaike info criterion 2.349574
Sum squared resid 43.02814 Schwarz criterion 0.390001
Log likelihood -87.28765  Hannan-Quinn criter. 0.365401
F-statistic 14.39179 Durbin-Watson stat 0.276056

Prob(F-statistic) 0.000000
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Dependent Variable: RETURNMAZAD
Method: Panel Least Squares

Date: 08/29/16 Time: 17:45

Sample (adjusted): 1389 1392

Periods included: 4

Cross-sections included: 132

Total panel (balanced) observations: 528

Variable Coefficient Std. Error t-Statistic Prob.
LBM -0.094750  0.015758 -6.012694 0.0000
LSTOCK -0.098724  0.013243 -7.454993 0.0000
DVOL 0.222364  0.148201 1.500423 0.1341
GROWTHDVOL 0.011514  0.040869 0.281742 0.7783

C 0.463907  0.127010 3.652536 0.0003
R-squared 0.096667 Mean dependent var 0.626099
Adjusted R-squared 0.089758 S.D. dependent var 0.301055
S.E. of regression 0.287227 Akaike info criterion 0.352335
Sum squared resid 43.14708 Schwarz criterion 0.392762
Log likelihood -88.01643  Hannan-Quinn criter. 0.368161
F-statistic 13.99168 Durbin-Watson stat 2.267808
Prob(F-statistic) 0.000000
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Dependent Variable: RETURNMAZAD
Method: Panel Least Squares

Date: 09/03/16 Time: 18:14

Sample (adjusted): 1389 1392

Periods included: 4

Cross-sections included: 132

Total panel (balanced) observations: 528

Variable Coefficient Std. Error t-Statistic Prob.
LBM -0.095119  0.015799 -6.020715 0.0000
LSTOCK -0.098961 0.013282 -7.450987 0.0000
DVOL 0.228377  0.107497 2.124496 0.0421
INCOMEDVOL 0.045444  0.001356 33.51327 0.0000

C 0.446760  0.136118 3.282164 0.0011
R-squared 0.096715 Mean dependent var 0.626099
Adjusted R-squared 0.089806 S.D. dependent var 0.301055
S.E. of regression 0.287219 Akaike info criterion 0.352281
Sum squared resid 43.14477 Schwarz criterion 0.392709
Log likelihood -88.00231  Hannan-Quinn criter. 0.368108
F-statistic 13.99942 Durbin-Watson stat 2.269651
Prob(F-statistic) 0.000000
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Dependent Variable: RETURNMAZAD
Method: Panel Least Squares

Date: 08/29/16 Time: 18:23

Sample (adjusted): 1389 1392

Periods included: 4

Cross-sections included: 132

Total panel (balanced) observations: 528

Variable Coefficient Std. Error t-Statistic Prob.
LBM -0.094447  0.015759 -5.993329 0.0000
LSTOCK -0.098401  0.013233 -7.436183 0.0000
DVOL 0.713042  0.151344 4.711399 0.0000
FOROSHDVOL 0.064053  0.017632 3.632769 0.0002

C 0.466346  0.127010 3.671739 0.0003
R-squared 0.097338 Mean dependent var 0.626099
Adjusted R-squared 0.090435 S.D. dependent var 0.301055
S.E. of regression 0.287120 Akaike info criterion 0.351591
Sum squared resid 43.11499 Schwarz criterion 0.392018
Log likelihood -87.82002  Hannan-Quinn criter. 0.367417
F-statistic 14.09940 Durbin-Watson stat 1.972527
Prob(F-statistic) 0.000000
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Dependent Variable: RETURNMAZAD
Method: Panel Least Squares

Date: 09/03/16 Time: 18:40

Sample (adjusted): 1389 1392

Periods included: 4

Cross-sections included: 132

Total panel (balanced) observations: 528

Variable Coefficient Std. Error t-Statistic Prob.
LBM -0.096303  0.015667 -6.146677 0.0000
LSTOCK -0.098139  0.013150 -7.463013 0.0000
DVOL 0.461286  0.148548 3.105299 0.0038
SENDIKADVOL -0.026186  0.005967 -4.388469 0.0000

C 0.446231  0.126290 3.533386 0.0004
R-squared 0.108332 Mean dependent var 0.626099
Adjusted R-squared 0.101512 S.D. dependent var 0.301055
S.E. of regression 0.285366 Akaike info criterion 0.339337
Sum squared resid 42.58990 Schwarz criterion 0.379764
Log likelihood -84.58502  Hannan-Quinn criter. 0.355164
F-statistic 15.88527 Durbin-Watson stat 2.059431
Prob(F-statistic) 0.000000
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