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Abstract
The research aims to provide a comprehensive and clear picture of the
theoretical and philosophical foundations of the Fama & French 5F model,
through which the factors and variables that can exert an effective influence
in estimating and analyzing the required rate of return and the mechanism of
their interaction are diagnosed, followed by foreseeing an objective empirical
model capable of determining the nature« value and direction of this effect in
a sample of companies listed on the Iraq Stock Exchange for the period
(2005-2021) and according to the Panal Data, quarterly, By adopting the
methodology of what is known as the Autoregressive Distributed Lag (ARDL)
model, which explains the nature of the effect in the short-term (error
correction model) as well as the long-term, in addition to what it includes
from standard diagnostic tests such as the autocorrelation test for residuals,
and the test for the instability of variance , as well as conducting the model
stability test (structural stability of the estimated parameters) and the
cumulative sum of residuals test (CUSUM).
The research reached the possibility of the Fama & French five-factor model
by adding risk factors to the traditional model (CAPM) for pricing capital
assets represented by (beta factor, volume factor, book value factor to market
value < profitability factor and investment factor) to explain the changes in the
required rate of return, where the size factor, the book value factor to the
market value« the profitability factor exercised a positive impact on the
required rate of return in the study sample companies, while the investment
factor exerted a negative impact on them.
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Fama & zisel Wiy cues lly ((SMB) aaall daina Siley die juay (53 tpaall Jale o
(Alquist & Moskowitz,2018,1-30),:4:5Y) cilshall JMA e French
(Githaigacet.al.2022:1-16)
Ay Ll (384 45,4 paa il )
Gl b agedl joos k agull e = MVC 3S)all 48 50) dail
Rppaall 5,8 il 45550 A8 sndl el g Ry aaall S <l ) clSHa) Cags LY
all aaall Eus Bpaeall GIKEN ) 4S8N 408 ) dasll By Rg aaal) Bpaall GlSHal) cavias WY
‘Rgp S e.ﬁéj\ us Spicall GISHAl Ry
Dal) aaall Gia 5Kl AGal ) AN L sud) daill Uy Ry, asall 50l SN Chsioa L8
Rpp 08l anall S 58N Al Ry
A Aaall Gy A5 Jabladd) (p Gaudll alad IS (e paall dale s 0
SMB = Rss + Rsb/2 _ Rps + Rbb/2
Ut
GlSHal agall) @l Jdlaall Mlge aaadl S GlHED agall) @)l Biladll Mlge o @4 :SMB
aaal) Jale Jiadg caaall jpauall
sl aaall Gus Brall AN gl @ld Aaiad) Kle iR
oSl aaal) Gu spial) GISGEN agad ) ddaisd) Nile iR,
vial) aaall Gus Bl GIKGED agad ) dlaisdl Nile Ry
SU aasl) G 5l AN g 53 ddaesdl Nile :Ry,
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Fama & French z3sel Wy cassg ((HML) daidll dlaias Sile o sy sdasdl) Jale .
(Bahraini,et.al.,2021,839-847) :4a¥) clghall DA
V) Laal) uln PR e A58 Al Gles L)

agll 2 al) Zagal
. = agfgull ol ) ol Lol dac

pgeall 48 guall Aol
Al Ay S g A8 ) Al ) i) Al Al iy R Al Amiiia ) IS, Ciiss LY

Ry,
Aaidiall AN L) A gud) Aaill ) A 8al) el Aol Gy R) Al dumidiall culSyal) Chuess ¥
Ry Andipe dadll Gus (dmidiall GASHallg ¢ Ry dcatdic dadl) Gus (Aol
Aniipall AGEN Y Adgnd) dail) L)) Aupall del) duil Gy Ry el daiipell colSHA) Chios L
Rpp dnkie el Cus cdaiipall QSN ¢ Ry daidic el Cus cdaidl
GV Lewall Wy AKE) Bilad) ou Godll ol DA e dedl dele les
(Yang,et.al.,2017,1307-1319)
ML = Rut th/z _ Ry + th/Z
o) Eus
IGA gl cld Ladlad) Silse s Aanll dadipe ISGE agul) @l Biladll Nl o Gl :HML
el Jale Jidig ¢ dandll diapiidll
Amidie Adgud) Lal) ) Al el Gus cdlail) Lmidiall GISAN dlsisdl Sle tRy,
i ye A gudd) dail) ) A 58al) Al Cas il Aumisial) SHAN dlsiaal) Sle iRy,
aiiie Adgud) dail) ) Al del) Gus cdlanl) daiiyal)l CASHal Asiaall dle iRy,
i ye A gadd) daiil) ) Al dal) Cus cdasl) daiyal) SHEN Asiaall Sle iRy
Fama & French z3sal g caunss ((RMW) daall daine Sile ey gllg :dagll Jale &
(Koroleva,et.al.,2021,1-19): b LS
V) diaall o ol A58 Ay Gl L)

daall ila
————— = A8l Ga e dilall Jana
ALl 3

dadipe Q)b ASll 3a Ao Nladl Jandd Wiy R, da)ll dmidie GlS)d ) @lSAN Caan LY

Ry 4l
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Lon )l Lmiidl) Il ) ASL) s e il Joead g Ry Lo )l dcaidiall <ilS5a0) s LY
Ry Axipe Gon)l) Gum Lol Lcaidiall SN ¢ R,y dcabiio sl Gas
La)l) adiyall lSHa) ) ASL s e dilal) Jandd g Ry dosoyll dndtiyell Sl Chpieas L £
Ry Aadine a)l) S doa)l) daiipall IS ¢ Ry diabdie dal) Cus
(Fama & asy) Zapall Gy A<ad) Bilad) o Gl dlay) DA (e syl dale Gles .0
French,et.al.,2017,441-463)
RMW = Ryw + R‘,W/2 _ R+ Rrr/z

ol G
AN agad 3 Labladl) Moy Ln)l) dadipe AN agad @ld Liladll Blee G @R :RMW
Aoayl) dale I udg cdosa )l aiaial)
coatiie ASL g e Nl Jaee Gus sl Lmiiid) GlSHaN agud il ddaisd) Nle iR,
cadiye RS B o dilad) Jaes Cun doal) Al AN agd < Agad) dile iR,
coaidie AL e e Sl Jare Cun clon )l Aaii el AN agad ld Aaiad) Sle R,
ceipe LEL g o dlal) Jaes Cus Bonyl) dnityal) SN aged < Adatadll dile iR,
oo Fama & French z3saly Wy cawang ¢ laind) ddatas dile (o i iy 1 L) Jale .z
(Dirkx & Peter,2020,661-684) :asY) cifghall s
A0V Aapall By 45,80 Hleti) ilea )

= Clasagall b leinad gaill Jaea
EFAPR(EEA Y JEREPEPON FIVERY )

CilSHds Slasagall b Ll gaill Janal Uiy Ry leind) daidia ilS)a ) il Gt .Y
R, i) daiiye
Aaiiie SN ) lasasal b LDl saill Jaedd Wy Ry L) diaiiial) il€)al) Cagioas Y
Rac giie L) cum L) daiiio GIGAN ¢ Ry, abdie HldinY) dua lénay)
Laitpal) SISHAN ) Slasasall & S sl Jaeal Gy Ry U] dayall SN o . 8
R daiipe Hlial) Cun L) dadiyel GAS)Ells ¢ Ry oatiie i) Cus LénaY)
V) Aapall By A0aa)) dlaall G Baudll sladd DA e i) dale leaa .0
CMA = Raa+Rac/2 _Rca+Rcc/2

10l Cus
Al agad 3 Lablad) Sisey L) dadipe GISHEN agud @l Liladll Slse o Gl :CMA
.JLA:.'\L.A\J\ Jale d:.'m]j c‘)m‘}.}‘ Laadiall
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cpatdie Slagagal) 8 L] gaill Jae Cus L) diaidiall @lS)al dhisdl Sle Ry,
e Clagasall b LU saill Jaee Cam léial] daidiall @ilS)al dbisdl Sle :Ry,
cpaidie Dlagasall (B LU salll Jare S L) dadipall GISALT ddaiadl) Nile R,
ey Glasasal (A LI saill Jaee dus QLAWY daiipall SIS ED ddaiadll ile iR,
. (Roy & Shijin,2020,2020,1-4)«(Xia0,2022,79-101)
) LsBlag aadl zisast) ks sLslh
dayad) @ISyal e due & Fama & French 5F z3sal g cusllad) silell Jaes alaty ol
el 5 clggd ol Candl gl ) Lidg (VoYY e e0) sadll AL Ghs Ghad) (o b
(ARDL) gs—al) sldaidld I3 jla stV #3sail dungia
: b WSy (Autoregressive Distributed Lag)
Sala lajglas ases «Jg¥I i) 3g0a e Auhal i) cpriad del) Judlad) aial fkas
D) D gie aladioly Fgaaal) Candl ria G @ ial) JalSall Las) dag yd o giadd 38 ¢ B Al
waiia) Panal Data «<tly o) .Pesaran et al. (2011) 4ca8 o3 ARDL o)l clgaall 50
ARDL z3sai cilaalial ddaine TA cialy Al Lidlaal) crendinly chilaal) ol
idleal)l Clasasall s zasady dibailly il Chaa® i A gagll AulSa) slat dus
8 Aslall i) bl daeill Jedled) 4)baay Phillips Perron (PP) las) slael 5 «CAPM
O Al ¢(Y) Jgand) b dadils camyal ) (V) JKEH 8 Al agensl) Lgining LSy Bpaiall o 3Lail
Jele (RI L) Alainall Cigllaal) ilal) Jane) cilyuiall poend Lilias!) Lgunall 2l o DS (e
L ueny (CMA L) dele « RMW das)ll dile « HMLAa) ele ¢ SMB iS5l aaa
Sl an dgag elgn (sgivall die AdlasV) Lgiigine <0.05)) dad jsla ol S Prob. ad se
il s o] S RMF Goadl Shlie sdle i slifials - Lagisns sl (Sia) oladly Cul s 3535 ae
Prob. 3 ded jolam o 3 clagisns o) ey oladly Culh ax 3gngey Culd 0 3gasss SV Gl 2 V)
LB 1 e vLv0 )l als
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EViews 10 gablin mil o alac¥l Gialll slac] (e 1 jaadll
Apal) cfpatial duiajll Jedlaad) ciliby A&y Phillips-Perron (PP) JLad gl (Y) Jgaad

Level First Difference
variaples None Intercept I-Ir-wrtirllgei None Intercept I-I;lt[ir;geﬁct
(RI -10.9084  |-10.8652  |-10.7963
Prob.) (0.0000)  ((0.0000) |(0.0000)

RMF -0.84663 |-2.11623  |-3.14782 -7.39930 |-7.37956 |-7.3001
(Prob.) (0.3455)  |(0.2391)  |(0.1040) (0.0000)  ((0.0000) ((0.0000)
SMB -10.1989  |-10.2833  |-10.5346
(Prob.) (0.0000)  ((0.0000)  |(0.0000)
HML -7.45527 |-7.82290  |-7.82826
(Prob.) (0.0000)  |(0.0000)  |(0.0000)
RMW -7.83618 |-8.09212  |-8.23071
(Prob.) (0.0000)  |(0.0000)  |(0.0000)
CMA -4.15865 |-4.17526  |-3.93138
(Prob.) (0.0001)  |(0.0015)  |(0.0159)

. Eviews 10 zalin clajie Ao slaeVh cpfalidl sla) (e jradlle

Jal 5f (5%) Lisieall (gsias xic (PP.) lasY (P-Values) Lsieal) cbgiall Jisi (ul g1 on 6316

Eviews 10zl ge=Automatic selection of maximum lags ) sty eUa¥) 558 slaicl se
«$SMBasall dale) i) clysaiall g A8l oo Al (Lags) feail) elay) i ase saanl

Ailall Jaras e el il usially (CMA L) dale « RMW Zia)ll dale « HML A Jale

Akaike ) e slael & o(R1) duhall die £hall GlSEN agad (e Gl Lylein) dlataall Ciglladll
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zasall o) K5 el Sy oY) J<al b ass sl s3ly cInformation Criterion (AIC
sl 53 ey Cus (Y6) On ey alas Al Galad e 5 diajl) clgadll S laasy)
Al Shysiall (16F) 5 ol unall (V) 5 el

clysidl cp (daY) Absh da)lsll Al dnsdl JalSill Gle axe ol Gle (e XEI Caagss
CMA L) dale (RMW dasyll dele (HML daidll Jale (SMB aaall Jaley il dysacagill
L Ldhall GIGAN agad (e dyiadd) Ljlenny) Uasaall Cslhadll Nlall Jaees Jicial) adieall jiially
«(RI) dud )
(AIC) Jbaal by a3l slay) i sse jLaal :(Y) Jeal

Akaike Information Criteria (top 20 models)
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(EViews 10) gl gt J) alia¥l odiald) slac) (e 1 jaal)
Gl are eg(T) dsandl 8 dayadl aails @St g3 (Bound Test) asaall jlas) slael
G—inaa dice(RI) adinadl juially Lnpiagill Glyaaial) o i) Jalsal)
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sl Clpiia Gu djidall Jalsill (Bound Test)agsaadl jLad) ailds :(¥) Jea
Fama &French 5F

ARDL Bounds Test

Dependent Variable: D(RI)

Selected Model: ARDL (1¢ 1¢ 1< 3¢ 3)
Case 2: Restricted Constant & No Trend

Sample: 2005Q1 2021Q4
Included observations: 65

F-statistic | 71.44035 Sign. Criticla(l)l gg&%?ounds 11 Bounds
K 4 10% 2.2 3.09
% 256 3.49
2.5% 2.88 3.87
1% 3.29 4.37

(Eviews 10) galiy gt ) 2lial odialll slae] (e 1 jaal)
ginal (1o (ggiaal) 138 die Llell dajal) dgoall dguadll F dad cijglad ¢ua <0.05 Ligins
bl chsie Gu Ja) dbigh 4l ADle 3y (e 4de I Ly bl duajill Jod (S L sy
dngie alaie) &5z dgal) e cpdass ) JaY) Syl B ) Jsaally canii Lad Yl
s ¢(£) Jsaall 8 asils cacare (I (Error Correction model) (ECM) Uasll mom s =350l

tCsSe
Fama &French 5F gisall (ECM) Uadl) sl dagiag JaY) Spauad cilyalal) 1(£) Jgan

ARDL Error Correction Regression

Dependent Variable: D(RI)

Selected Model: ARDL(1¢ 1¢ 1¢ 3¢ 3)

Case 2: Restricted Constant & No Trend

Sample: 2005Q1 2021Q4

Included observations: 65

Variable Coefficient Std. Error t-Statistic Prob.
D(CMA) -0.004626 0.002411 -1.918644 0.0606
D(HML) 1.071709 4.433610 2.403170 0.0199
D(SMB) 1.035852 0.011066 93.60569 0.0000
D(SMB(-1)) 0.139181 0.012957 10.74214 0.0000
D(SMB(-2)) 0.168505 0.011392 14.79099 0.0000
D(RMW) 0.042951 0.003077 13.95847 0.0000
D(RMW(-1)) -0.010764 0.003095 -3.478312 0.0010
D(RMW(-2)) -0.005711 0.002465 -2.316565 0.0246
CointEq(-1)* -1.417928 0.065358 -21.69483 0.0000

(Eviews 10) gelip ziln ) 2lia¥l obald) slac) (e 1 jtaal)
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e U Gsthadll Nl Jaee 8 (SMB) asall ddaine dilay e jueal) paall il il digina @
(RI) duhal) due A8l GlSE) agad o dund) djlinay) dainall Cislaal) Sladl Jaray 4ic
O diad Cuaddl) Al Std. Error (gylod) el sage «. 00 ) als Prob. ded jslati ol cus
Jalrarg ddganll lgied e Lgiad caxiyl (53 t-Statistic Hlasly asall dale Jelas ded Ciaca
Saiaus Baaly Bang ldies (SMB) aaall e 3 sl o () s (1.035) )8 el dae
Fama & cilag b ae Gilgico ola Lo sag <)o Fo jlaiar (RI) sl bl Jane Ao Lulsy)
Vs aaall jlalie sdle & Alalald) eyl of (g5 s ¢l ) dawyanll cl)yalls French
oo ol Gligine ) Bl G (ap ksl paidl ((SMB) aaall dale gusa;
Costhadll Slall Jaea (3 i otV g Allae s ) astie 8l lSyal (e hlad)
(RI) 2Ly daisall
el Aadl) Jele il digiaa t-Statistic loal ¢3Sy Std. Error jladls Prob. 1l ded i o
SIS gl (pe disal) dylenn) Aninall Cgllaall Slall Jare & (HML) daill daine Silas aic
Dhtias (HML) daidl) Jale & uaallé ¢(1.071) 5)8 slad ae Jabaass ¢(R1) dadyall die )5l)
e Gdlgie cla Lo gag (V.0 VY) lakas (RI) Gaslhadl) 2ilall Jaee o Lila) (oot Banly 52ns
s daidl) Hlalae sdle o) e sl Al dgia) ) ddulal) ipadls Fama & French <))
el Slgin ) sall GlSEN (ayed Adlaia) (e 4iaial Log ((HML) Zail) ale Ly
Ll Aatsall Cigllaal) el Jane e Lola] 1l oylaie 8l SN (o Slaliall e
(RI
Wy glladl) Slall Jaen 8 (RMW) Gonyjl) dlaine dilay die el Lon)l) Jale 0 digina @
@lid) ellyy suge voe0 ) Gals Prob. dad glam o s ((RI) dasadd) dle Jara aie je
i) Al t-Statistic Hlisly dasyll dale Jales dad Ciual (o 4agd Cuatdl) 3 Std. Error
)l dale (8 a0 () adg ¢(0.042) 038 sl dae dalaass cddganll Liad e \giad
ela Lo 585¢0.042 haiey (R1)sllaall dilall Jans e Lula) (e€ain 53alg 52ng laies (RMW)
G Alalall sl o Gl 3 gl Sl dunatl) ciluhally Fama & French cilag s Ul sie
Bl CIGEN (e ddlain) el ((RMW) dasll Jale Lgaas llg duns)ll Shalis s0ke
Coothaall Nilall Jaea (8 dsti olay) g Allie i puas ) g (3l GISAN (g el Giligiona )
(RI) dleinny) dlaisall
sthad) Sl Jaes 3 (CMA) i) dhiae ey die el SLaaY) dale il digina o
Jalaasg o)+ (g dicy o(RI) duhall due 281l SN agad (e daiaal) do)léia) dlaall
oS Basly Bang e (CMA) i) dale & il of ) pda (-0.004) 58 b
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Fama & French cilag sk e Gilsic s 585 ¢(0.004) Jlaias (RI) casthadl) silal) Jane e Lol
gl Al dawyanlh caladally
sk Colsl) olatls Ja¥) 5pmd VDAY (o de o ooy (531 (CETr1) Uadd) s a0y @
ddee o ) e(Ausiaally duldl) BISNg AU Tyl ciin g o(-1.4179) anad Aalllly (oY)
axall dalse Cp Ja¥) dlighs Al e ) Jpeaglly yradll Ja¥) 8 Alalald) cYNRY) Jiaas
O sl Gslhad) Sl Jass (CMA) Ll (RMW) das)lls (HML) 4aills (SMB)
Ol Alla 1) 5agall Aidd) (pe (1.4) L) e 520 llaws (RI) Ayl dlaisall
Lapa il il paiall Dbl 43038 a8 Y Jgeaslls ARDL dongie JleSin¥s ¢ a1 cuils (e
(CMA) [ dales (RMW) deasyll dale s (HML) daitl) dales (SMB) anall (alay dficidl)
Gkt &3 Jshall adl) 3 (RI) 4lena) dlagaall Csllaall silell Jaees Jidiall adieall il i Ll
Wy ¢(0) dsaall b anils cumje lly oz 35l Cilria Gn JaY) Alish ilBlall ARDL 7 3sa
tCsSe
Fama &French 5F zisail Jalsal Ja¥l dligh cyaiall (¢) Jgsa

ARDL Long Run Form
Dependent Variable: D(RI)

Selected Model: ARDL(1¢ 1¢ 1« 3¢ 3)

Case 2: Restricted Constant & No Trend
Sample: 2005Q1 2021Q4
Included observations: 65

Variable Coefficient Std. Error t-Statistic Prob.
CMA -0.017447 0.003332 -5.235383 0.0000
HML 1.677425 6.563035 2.641488 0.0109
SMB 0.947455 0.037549 25.23224 0.0000
RMW 0.041651 0.005243 7.944556 0.0000

C -2.778812 1.459748 -1.903624 0.0626

0.0417RMW +2.7788-0.0174 CMA+1.6774HML+ 0.9475 SMB-RI=
(Eviews 10) gelip ziln ) alia¥l obald) slac) (e 1 jtaal)
Loyl daley (HML) dail) Jales (SMB) anall daley Lalal) daariagill ciyriall ik digins @
dad gt o) Cus o(RI) ddainall Gglldl) Sl Jas 3 (CMA) L) dales (RMW)
Jalae dad Chal (o diad Cumsds) (A Std. Error glas) elly suge vov0 ) als Prob.
-) il Jame <D alaarg (d_lgaall 4iad o died caail @3 t-Statistic lasly aasll Jale
Sl Glaial) ae 438 5ia dulag] clalasly ¢ Jsill e (0.0416) « (0.9474) «(1.6774) «(0.0174
el Adigal) clushally Cigall (e 220 J8 (e u3alls Fama & French i (e zs skl gabaily
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Jale) oV Jalall sailadl Ainbai@lg ALl D dailic Ayl culalailiy c5pa) ZDEN Lafsall
peail) JaY) =5l 55550 o SMBaaal)

Jalgal) gaen o 0 A2V 58 (HML) Al jhalae sdhe 5l Qalee o a1 skl josiil) gl @
sdle Ludly ((RMW) duayll jhlie s9ke & (a5 ¢ (SMB) anall Hllia sdle elly 8 Wi
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Heteroskedasticity Test: ARCH

F-statistic 0.027649 Prob. F(3,21) 0.08685

Obs*R-squared 0.028528 Prob. Chi-Square(3) 0.028528

(Eviews 10) glin miw Ao slacVl phald) dlae) (et juaal)
el &5 ¢l z35ad) 3 (Autocorrelation) I3 dala Y ASia dgag pae e Bl dui
e zasa¥) sl sl llg oY) Jsaall 8 anils casyf 53 Serial Correlation LM Test jlas)
.0.05 31 alaF-Statisticilas) cuiglas 3 ¢33 Lls ) dShe

1 Blad Serial Correlation LM JLas) :(V) Jgaad
Breusch-Godfrey Serial Correlation LM Test
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