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Stock Return Analysis Based on Fama and French Factor Model at
Different Time Scales with Wavelet Analysis Approach in
Tehran Stock Exchange

Sayyed Mohammad Reza Davoodi?’

Abstract:

The purpose of this study is to analyze the factors affecting stock returns based on
the Fama and French models and with the wavelet analysis approach. The Fama
and French models in asset pricing and asset management are a model in which
independent vatiables ate risk, size, value, investment, and profitability factors. The
time series of independent variables are analyzed by wavelet decomposition into
different levels and the effect of independent variables on stock returns at these
levels is investigated using regression relationship. The data needed for the research
are collected from the new rational software and for data analysis, the MATLAB
software and its wavelet toolbox are used. The result of time scale regression
analysis of the Fama and French Factor model in Tehran Stock Exchange during
the years 1395-1380 and using wavelet analysis shows that in the short run (2-4
months), variables of size; risk and profitability have a significant impact on
returns. In the medium term (4-8 quartetly periods), size, risk, value, and long-term
(8-6 quarterly periods), risk and investment have a positive and significant impact
on returns.

Keywords: Wavelet Analysis, Fama and French Five-Factor Model, Time-Scale
Regression Analysis, Efficiency
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