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Abstract:

The aim of this study is to evaluate the strategy of volatility managed
portfolio on developed financial market against buy-and-hold portfolio. We
have replicated Moreira and Muir’s (2017) methodology and implemented
it on well-known factors.

Our findings do not agree with their results in general. The study
concludes that the strategy of volatility managed portfolio does not
outperform buy-and-hold in our sample except for momentum factor, or in
times of financial crises as found in previous studies.

Keywords: Volatility-managed portfolio; portfolio choice; developed
financial market.

Jel Classification Codes: G11, C22.
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Bylall ae Ladlell slal o Juandl 8,lll Alasmql)

ol Aud (B Baly Loyl (qad @l o(7) Uolall e (AR) medal! A J) Slasll U5 0
zbiss aaill e 33 Lgiall Jalgall aes OF uslsdl o «(2) Jouzdl (o dalin 52 LSy
Jalat L1871 5 0.845 o MOM @530 Jalat &ud 1181 Eop> 0.845 J) 0.079 (o puedt)]
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Gyt Jaamll e alall o5l Lali aenaatl Blgwl § (5) olami¥ ks 12 Jouin

Otsd o pdis mmiall @leall Bl gt il Lof

Mkt® | HML® | SMB° | RMW?° | MOM? | CMA°®
Mkt 0.074
(0.174)
HML 0.037
(0.113)
SMB 0.037
(0.063)
RMW -0.041
(0.048)
MOM 0.737
(0.201)
CMA -0.123
(0.095)
alpha((l) 0.883 0.438 0.439 -0.488 8.839 -1.481
p-value 0.660 0.683 0.575 0.360 0.000 0.092
AR 0.079 0.091 0.094 -0.173 0.845 -0.306
N 363 363 363 363 363 363
R2 0.539 0.408 0.619 0.623 0.280 0.378
RMSE 3.170 1.700 1.240 0.841 3.010 1.390

J L Fama-French J Jolgall M 73505 (e cldazl] 5ylall Aassll 4 dei Ul Lied
I Y sl ia! celds a9 Lati x> padt I (e cliSy LYy Jas éLqu ol 3dgazl!
. CMA s MOM (g1 ALl of du gl elgs Lat¥ Logiall @uall yuds ais

Matlab zaliy sl yien (o il slae] (0 1 yiuall
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. Fama-French J Jslse &5 73503 Lilae B Hlas ! mls 13 Jgie

Mkt HML SMB | RMW | MOM CMA
alpha 0.070 | 0.043 | 0.026 | -0.046 | 0.705 | -0.127
alpha (12) 0.835 | 0.511 0.308 | -0.551 8.460 | -1.522
p-value 0679 | 0622 | 0.700 | 0.309 | ***000 | *0.080

£3

%10 Ggius dic Soine * o W5 Gaiue dic Goine ¥ o W1 Gaiun dic Goine **
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Loya5 2006 et Gowd dlaama cpo elol JBT cilS Azl i) oof Jasdl (1) JSEd) e

L D axly ¢l Sy @ 4¥ cie IS Lo Jabadl @id AU 2o ey Legd Ll

Gyl dadma (yo elol Gl Azl A L Joall aatud 2009 ale s> @ alladl 2 U

el Alasde (Saog Ball sied 8351 Slewd! (o 2l ldadll paad Adladl Zaj¥l day oses
(2) S s e mly S

Wasoms Jlae Ggudl Wadml BLaiolg ol y il duomsliu! o 2aSTN Wilgadl 11 JSCaI
Aocail| (31 gudl LBl 8ylul) Bgud!
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Realized Variance
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Mkt SMB HML MOM RMW CMA
a (1990-2000) -1.824 0.472 1.827 9.872%** 1.342 4.028
0 (2001-2010) 5.479 2.000 5.783*** | 18.165*** -0.224 |  9.013***
0.(2011-2021) 0.255 0.657 0.221 7.598%+* -0.276 -1.085
%10 Goius dic Soira * o W5 Goiun dic Goine ™ L % T Galun dic Goine *¥H
-Matlab zeliy @loysen (o il slae] (o 1yl
Asladl L5

(Moreira & Muir, "o ldadly 8ylull Ladl=ll" dmsliul uas Wol> 28)8ll sda @
@ e dsandl (Sl e O 13) Lad Ly aa) eaasll U Gled! § 2017)
Gzt Lilus,d HLasy aa Ll a1 cpls e Fly it coder alasiwly e go(O) LAl
oWl e iy (&l (CMA 9 RMW 5 Mom 5 HML 5 SMB 5 Mkt) Jalgall oo degaze
il Ll JI 1990 pedss (o Sies Aulylll Jome Aigall co mez3lesd pelo @ L lazwl
Jalsall arazd 2021
9 SMB g HML g Mkt Jalsall 1Y dimge Lagd oy culaally 8ylull Alaam=ll (of ool
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Sgiud| wic Dickey-Fuller J peall &ylpaiu! jlis| mli 11 3=k

Mkt HML SMB RMW MOM ol gl
-16.888 -13.419 -18.565 -15.962 -14.885 -9.265 t Libas|
1% level 5% level 10% level et
-3.448 -2.869 -2.571 eryes)
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