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Table 1. Returns on various test portfolios
Low 2 3 4 High P5-1 Low 2 3 4 High P5-1

Panel A: 25 Size-B/M portfolios Panel D: 25 B/M-OP portfolios

Size | BIM— B/M | OP—

Low 0.54 212 211 221 2.35 181 ™ Low E-oo {025 ll0.43 10.68 196 "

2 0.50 0.87 134 136 176 126 * 2 0.61 1022 ;0.57 fn 115 =

3 0.16 0.68 0.88 136 181 165 ™ 3 110 {098 10,50 (103 0.53

4 0.26 0.92 0.66 1.06 1.45 119~ 4 1.09 {136 119 {154 0.06

High 0.92 0.98 1.04 111 1.40 0.48 High 1.20 i1.67 1.82 2.15 117

P51 0.38 -1.14 -1.07 2110 094 P5-1 190 " 142 ** 140 ** 148 111

Panel B: 25 Size-OP portfolios Panel E: 25 B/M-Inv portfolios

Size | OP— ) ) ‘ ‘ ) B/M | Inv—

Low {093 {198 {251 {230 |27 18 "™ Low 0.05 0.45 0.81 1.09 0.35 0.30

2 {009 {094 fd26 {137 {145 136 ™ 2 0.97 0.96 1.10 0.91 054 -0.44

3 Fosr 102 jom {128 o087 124 ™ 3 0.81 1.24 0.93 0.85 0.92 0.11

4 (001 {066 {08 069 {068 0.69 ~ 4 1.56 154 0.90 1.29 0.94 -0.62

High ilo64 {08 [o047 {202 {116 0.52 High 167 2.09 1.86 179 0.85 -0.82

P51 -0.29 -1.16 204 " 127 159 ™ P5-1 162 ™ 164 ™ 105 070 0.50

Panel C: 25 Size-Inv portfolios Panel F: 25 OP-Inv portfolios

Size | Inv— OP | Inv— )

Low 179 2.14 1.84 2.03 153 -0.26 Low l0.81 0.92 0.64 0.56 0.57 -1.37

2 0.91 1.33 1.36 1.27 0.58 -0.33 2 o7 1.35 0.85 1.04 {070 -0.02

3 0.99 116 1.06 0.92 0.35 064 3 20.79 1.32 1.15 0.80 0.06 073 *

4 0.76 1.26 0.89 0.70 0.18 058 * 4 {061 1.29 0.94 117 0.62 0.01

High 0.75 0.79 0.80 120 0.35 -0.40 High 11.29 1.01 1.25 1.19 0.90 -0.40

P5-1 -1.04 * -135 " -104 " -084 117 - P5-1 0.49 0.09 0.61 0.63 147
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Fama and French (2015)9] 58212 o&4 olFAHHH(2-way dependent sort)o.2 F4H XEZZQE 7|

7o, We ool e ¥EEY S, TE3 & TEZYOE oujay
58019 FolE2 Aol xEZF L] VhgAt o Eolth. SMBN, HML, RMW, CMAL Z17F 5891 B9 f
zaql, 7kxaql, Fejdadl, FAEade|al, SMBL 32¢ RFe qrracleltt ¥ VYt $H XEE
ZOoE ofEH olFAEHoR FAHE XEZLE VINeR AXtEY, FE 7Tl He HMIFELS 3u9F
KOSPI-#7] 3 & Zk=t}.
Table 2. Construction of factors
Sort Breakpoints Factors and their components

Panel A: Fama and French (2015)'s five factors

2 x 3 sorts on Size: KOSPI median SMB = ((SL + SN + SH) - (BL + BN + BH))/3
Size and B/M, or B/M: 30th and 70th KOSPI percentiles SMBgp = ((SW + SN + SR) - (BW + BN + BR))/3
Size and OP, or OP: 30th and 70th KOSPI percentiles SMB,,, = ((SC + SN + SA) - (BC + BN + BA))/3
Size and Inv Inv: 30th and 70th KOSPI percentiles SMBN = (SMB + SMBgp + SMB,,,)/3

(2-way independent sorts) HML = ((SH + BH) - (SL + BL))/2

RMW = ((SR + BR) - (SW + BW))/2
CMA = ((SC + BC) - (SA + BA))/2

Panel B: Size-neutralized portfolio

3 x 3 sorts on Size: 30th and 70th KOSPI percentiles NF=((S3+N3+B3)-(S1+N1+B1))/3
Size and volatility Volatility: 30th and 70th KOSPI percentiles
(2-way dependent sorts)
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Table 3. Descriptive statistics for factors

MKTE MKTExose| SMB SMBN HML RMW  CMA

Panel A: Whole period (Jul 1987 - Jun 2015, 28 years, 336 months)

Mean 0.61 0.66 0.25 0.32 0.90 0.77 0.44
Std dev 8.45 8.37 7.19 6.96 6.02 5.31 3.35
(t-stat) (1.33) (144)  (0.64) 084) (275  (2.66)  (2.39)

Panel B: Before the IMF (Jul 1987 - Jul 1996,9 years, 109 months)

Mean 0.44 0.44 0.44 0.54 0.62 0.26 0.52
Std dev 6.42 6.42 7.15 6.95 3.74 5.60 2.71
(t-stat) (0.71) (0.72) (0.64) (0.82) (1.74) (0.49) (2.00)

Panel C: During the IMF (Aug 1996 - Aug 2001, 5 years, 61 months)

Mean 0.04 0.10 1.51 1.36 -0.47 2.34 0.98
Std dev 14.23 14.18 9.66 9.55 9.74 7.02 5.67
(t-stat) (0.02) (0.06) (1.22) (1.12)  (-0.38) (2.61) (1.35)

Panel D: After the IMF (Sep 2001 - Jun 2015, 14 years, 166 months)

Mean 0.93 1.00 -0.33 -0.21 1.59 0.52 0.18
Std dev 6.90 6.89 5.79 5.65 3.49 3.04 2.26
(t-stat) (1.74) (1.88)  (-0.74) (-0.48) (588 (222  (1L.04)
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Table 4. Return spread along with lagged IVOL
Low 2 3 4 High P5-1 (t-stat) NP (t-stat)

Panel A: 5 Lagged IVOL (1-month)

VWretun  j 056 | 415 (094 o087 [-015 070 (-1.60) -0.83 (-2.69)
M return 0.081 004f 024 -0 MEEE 230 (-5.19) -1.84 (-5.98)
M volatility 1.09 1.55 1.94 2.46 3.57

M Size 0.07 0.06 0.05 0.05 0.03

M B/M 1.39 1.24 112 1.00 0.83

M OP 0.07 0.06 0.06 0.05 0.01

M Inv 0.10 0.11 0.12 0.11 0.09

Bukre 093 ™ 102 ™ 100" 107 7 115

Bswian Box — loos = jous ™ Joss ™ |o67

Bimi. oo~ poz  pie pi9 - oo
Brmw O.@? ” 0.@0 ‘1 . .)9 - -‘)5
Bema .b-05 lb.06 b.Ol .b.05 b.lO

Panel B: 5 Lagged IVOL (60-month)

VWretun {08 | 08 | 121 | 092 |-005 -0.91 (-1.84) 100 (-3.04)
M return 0.3 0o -03§ -0 IR -2.95 (-6.71) -2.27 (-6.92)
M volatility 1.48 2.03 2,52 317 4.60

M Size 0.07 0.06 0.06 0.05 0.03

M B/M 1.55 1.36 1.18 1.04 0.82

M OP {006 {006 005 o004 [-001

M Inv 0.08 0.09 0.10 0.10 0.06

Buicre 094 ™ 093 ™ 104 ™ 108 7 124 7
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Table 5. Return spread along with fitted IVOL
Low 2 3 4 High P5-1 (t-stat) NP (t-stat)

Panel A: 5 Fitted 1VOL (60-month)

VW return 09 {140 115 joes Mo 140 (-3.70) -1.11 (-4.48)

M return 0.29 00f -048 -oBE NS 244 (-8.25) 204 (-9.98)

M volatility 7.05 931 1148 1455 2265

M Size 0.08 0.07 0.06 0.05 0.03

M B/M 165 143 1.27 1,08 0.77

M OP 006 {006 {005 003 [-oo01

M Inv 0.09 0.09 0.09 0.07 0.06

Bre 089 ™7 103 7 099 " 109 7 110
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Panel B: 5 Fitted IVOL (updating)

VWretn {078 (0990 o097 jos6 f[-0.11 -0.89 (-2.33) -0.93 (-4.00)

M return 014f 0100 -048 9 MW 200 (712 173 (-8.30)

M volatility 7.13 916 1109 [1387 2151

M Size 0.07 0.07 0.05 0.04 0.03

M B/M 147 133 1.22 1.04 0.79

M OP lo07 [006 | 005 {004 | 000

M Inv 0.10 0.10 0.10 0.09 0.08
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Table 6. Return spread along with expected 1VOL
Low 2 3 4 High P5-1 (t-stat) NP (t-stat)

Panel A: 5 Expected 1VOL (60-month)

VW return 102 {138 faum1 foso K030 132 (-314) 112 (-4.30)

M return 0.28 004 -04 -0l B 249 (-8.30) 206  (-9.53)

M volatility 7.03 929 1146 1455 (2275

M Size 0.08 0.07 0.06 0.05 0.03

M B/M 165 143 127 1.08 0.7

M OP 006 {006 {005 003 [-oo01

M Inv 0.09 0.09 0.09 0.07 0.06
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Panel B: 5 Expected 1VOL (updating)

VWretn {070 1208 fo0o7 |02 f-or 091 (-2.30) 102 (-4.00)

M return 016 007 -048 o8 WEEE 217  (-7.49) 180 (-8.16)

M volatility 7.10 914 [107 1388 2157

M Size 0.07 0.07 0.05 0.04 0.03

M B/M 147 133 1.22 1.05 0.79

M OP loo7 (006 | 005 [004 | 000

M Inv 0.10 0.10 0.10 0.09 0.08
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Table Al. Returns on various test portfolios

Low 2 3 4 High P5-1 Low 2 3 4 High P5-1
Panel A: 25 Size-B/M portfolios Panel D: 25 B/M-OP portfolios
Size | BIM— B/M| OP— ‘
Low 114 221 2.18 2.29 2.35 121 Low B1o00 0.31 0.37 0.93 1.40 239 "
2 0.62 1.05 1.48 1.60 179 117 2 {058 0.32 0.51 139 182 124 =
3 0.27 071 0.89 1,40 1.80 154 ™ 3 i1.03 0.76 0.76 128 152 0.50
4 0.23 0.87 0.66 1.07 1.30 106 = 4 10,90 162 112 145 122 0.32
High 0.78 0.76 0.91 0.88 1.03 0.24 High 10,95 1.95 132 2.20 182 0.86
P5-1 -0.36 144 7 127 7 -l4L T 132 P5-1 195 " 164 " 095 127 " 042
Panel B: 25 Size-OP portfolios Panel E: 25 B/M-Inv portfolios
Size | OP— B/M | Inv—
Low foz jiae1 [18 ‘ 248 | 254 232 " Low 021 0.54 0.95 0.66 0.61 0.40
2 | -003 |Tosl |31 159 [1dl48 151 ™ 2 0.84 132 0.80 1.06 051 -0.33
3 016 [112 |08t 133 (08 099 3 103 126 0.99 113 092  -010
4 03 {061 | 052 097 {1063 0.28 4 1.74 1.49 0.92 114 121 -0.53
High o7t o047 [lo7r  [fi04 oo 0.31 High 1,64 2.04 1.86 2.01 0.77 -0.87
P5-1 0.50 114 * <105 * -144 * 152 P5-1 143 150 * 091 136 0.16
Panel C: 25 Size-Inv portfolios Panel F: 25 OP-Inv portfolios
Size | Inv— OP | Inv— ) ) )
Low 1.08 2.46 2.23 1.9 151 0.43 Low 015 fmoe  fo74  joge  E-030 -0.45
2 0.93 136 123 131 0.61 -0.32 2 075 106 {128 (118 {036 -0.39
3 1.09 111 0.96 0.96 0.37 073~ 3 103 {128 {144 {064 {004 -0.99 *
4 0.88 1.10 0.84 0.59 0.15 073 ™ 4 076 {123 {087 {115 069 -0.07
High 1.13 0.84 1.00 0.97 0.44 -0.69 * High 121 i127 1133 112 00 -0.29
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Figure 1. Dynamic results of model specification (monthly frequency)

Panel C: Average of absolute alphas using monthly data (60-month)

Panel A: p(GRS) using monthly data (60-month)

"Average of absolute alphas using 60-month window"

"p(GRS) using 60-month window"
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Panel D: Average of absolute alphas using monthly data (updating)

Panel B: Average of R2s using monthly data (60-month)

"Average of absolute alphas using updating data"

"Average of R2s using 60-month window"
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Figure 2. Dynamic results of model specification (daily frequency)
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Panel A: p(GRS) using daily data (60-day) Panel C: Average of absolute alphas using daily data (60-day)

"p(GRS) using

daily data (60-day)" "Average of absolute alphas using daily data (60-day)"
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Figure 3. Dynamics of volatility

Panel A: Volatility using daily data (1-month) of individual firms Panel C: Volatility using daily data (1-month) of 10 Size portfolios

"Volatility using daily data (1-month) of individual firms" "Volatility using daily data (1-month) of 10 Size portfolios"
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