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Abstract

Today, due to intense competition between companies and other economic and political
factors, returns experience high fluctuations. This study investigates the relationship between
volatility and other risk factors with the probability of expected extreme returns. The purpose
of this paper is to find the variables that affect the extreme efficiencies. In this study, two
types of volatilities and expected shortfall criteria investigated. Conditional volatility
calculated using the EGARCH model, Idiosyncratic volatility based on the Fama and French
five-factor model, and the expected shortfall was also calculated based on the Pareto
generalized distribution. Research data include the period from 2003 to 2018. This study is
base on the logit and probit regression and neural network models. Other characteristics,
including investment and profitability of Fama and French variables and firm value factors,
stock price volatility, oil and dollar significantly related to the probability of extreme returns.
Significantly, a positive relationship observed between the three criteria of risk factor
volatility and the probability of occurrence of extreme returns. Other corporate characteristics
included significant relationship value but no significant relationship found between firm
ages variable and extreme returns. The two regression methods of logit and probit compared
in predicting extreme efficiencies and finally, the neural network model with seven variables
used.

Keywords: Extreme returns, Idiosyncratic volatility, Conditional volatility, Idiosyncratic
volatility, Expected shortfall, Logit and Probit regression



