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Abstract

Momentum factor is known as a one of the pervasive factor that can explain the
returns of stock. This strategy challenges efficient market hypothesis by making
opportunity to earn excess returns as an anomaly in the level of national Market. It has
adark side too. It is shown that in the time of the market crashes (financial crises), several
years' returns of the strategy of momentum can probably be eliminated. In this research,
in order to explain the momentum crashes, the researchers use high volatility of
momentum risk by estimating of realized volatility of daily momentum returns in
Tehran Stock Exchange. The results show that when scaling on the base of the target
standard deviation, the momentum risk can be managed. Therefore, we can see a
decrease in standard deviation from 45% to 31% and negative skew from -2.5% to
1.5%. Before the scaling, it was observed that the sharp ratio was 36% and after the
scaling, it increased to 53%. As the results of research show, managed momentum risk
can eliminate the risk of momentum crashes in Tehran Stock Exchange.
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1 . Ordinary Least Squares (OLS)
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