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Abstract:

The importance of idiosyncratic risk in recent years on the one hand and mixed
evidence about impact of firm life cycle on idiosyncratic volatility on the other
hand, has increased necessity to explain causes and origins of the mentioned
relationship. Cash flow volatility and information uncertainty are some of the
explanations. This study investigates the association between idiosyncratic
volatility and firm life-cycle and evaluates the roles of cash flow volatility and
information uncertainty in explaining this association. Using final sample consist
268 firm data from 1383 to 1394, this study shows that idiosyncratic volatility is
significantly higher in the introduction and decline stages, and significantly lower
in the growth and mature stages, when compared to shake out stage. Moreover,
tindings show cash flow volatility and information uncertainty just for mature stage
differ from shake out and as a result explain lower idiosyncratic volatility of this
stage.
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