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Abstract

The research focuses on estimating and analyzing the determinants of equity risk
premium in the lIraq Stock Exchange for the period (2005-2023) using the
Autoregressive Distributed Lag (ARDL) model to analyze quarterly observations
used to build an investment portfolio for the market index in general (market
portfolio). Thus, the research focuses on estimating and analyzing economic,
financial, and accounting determinants and demonstrating the impact of these
determinants on the market portfolio risk premium. The results of the study
indicated that the economic variables (risk aversion, inflation, interest rate, and
exchange rate) have a significant and consistent effect on the expected signal in
determining the equity risk premium. That is, these variables act as major
determinants of the additional returns required on investments, which indicates the
ability of these variables to explain changes in asset pricing in the long term.
Despite the clear impact of these variables, liquidity and information quality did
not show a significant effect. Therefore, the results of the study confirm the
importance of macroeconomic variables in shaping the equity risk premium.
Therefore, the authorities responsible for economic policies in Irag must work to
stabilize these variables in a way that enhances investor confidence in the market.
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O 3l Slaad liaias daliy (Sl i) clubiad (Ko WS 5hall clagasall b L)
.(Laarits, 2022, 1) el dnbaidy) jhlaal N HLEY) DS (e agedd) Shlia sdle e is
Slagleal) Baga .3

Al dlgiall Lol claxdlly ~ LS 5as M ani eha) sasall Ldle Al lasbedl) Jgus
Jus o oSad .(Biehl et al., 2023, 1) ddld) 3lsu¥) 8 Shlaall (@mlbas) & e ol pre Julis
lie il ) Al sy - LY 3 L) S e Al Gloa¥) ) LalaaidY) i
e e sl Aalial logleall 535a5 BaaS 8BS Syt Chian 3] L Ggad) b Aayad) @lS)a)
Dhlae sdle aliadl ol bl e () (g3 bl Gl e s Al i acaldll (paial
o et ) Jsan G IS AR A GBleu) b 5l el IS cidaagd ) g )
dgsalaal) miloadl jlim) dags Shlad) sdle b g Uyl Jaagl 5l ells seileg cdlle 53 3 Cilagles
Oo 80 S Y Js—asl) Ao w0 5aY) ddiia s clashaal) Baga mlass) ) sl )
Al ) gl ol 48 J8 et el Jeas cAgigall Cum (ge leiany cpli g ccilasladll
-(Damodaran, 2024, 15)
ol Agas .4

onS I Ll (g0 Baall (B Cme pgm g ) el Loy oS ) Al das Algrad) i
callally el (gaa o diaiiie Ghalsd (39585 dille Jol plaal ABLL ae) ey copn o
Ao yun elrilly aadl 3Sha (e zasally Jodalls agl e s ¢ oppaiicaall el il Agradl ey Glld)
e Siad Jlall (3lgasd 3 Ala) jlalae Algead) J<in GlI3 gy . (Tetlock, 2007, 4) Jile yauss
e Aaaall lagled) s3sa palid) e @ Gl arey S AL 8] Gt e Aalil) ol
o $3all dakall agus) dad (alids) jlalie (g il dals ¢ agad) Algin aids Laiad i<,
OsSe a8 ellad damig ag ) e agilShies o ddslan die cOleladll (RIS ¢ Uiyl (sgalsy 23
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sl 80k Al Il ¢ palall gl b agad) Qilie Jif allae ol Slaeind e (g yelicadl)

.(Damodaran, 2024, 17) I

L adl Lagiall Cimags :luald

bl gay jobas i

ool 8 8l s aol) AL Ul e e S ccuadl e o) quilall JLesy

iall Apatily (sl a8V (pglatl Aadiiag Jsal) clif) by sac iy il (@Sl i) e Bl all

lgta sy ) Al bW ol dahyall 03g) Alifiuse Clyie daes a5 3) .2023-2005

caga) lalie 5l Cilaaae

Al apiiad) —a

Gl pae (e JB (s5isa e (gshat Al clilly bl (i) Juiai g Shlaal) s 1
e Jouanll 8 Sl dugiaadl HAN) @Y e gie aail) 3 985 .(Damodaran, 2024, 11-12)
Lt liby HAY) Y axse ) LAaaiilly (galai@Y) Gglaill dalaiag Soall clill lily 5ac B (4
.(Quadratic) 4ikh il Ligiw ay cliby ) bt &5 385 2023 ) 2005 (e 52l

dsie) Bae Pla SLaiBy) b lasally aladl jlend slall (ggianall b spainall 83311 g8 picaill .2
Baeld (e dugin )l adill cVans e Jouasll 23 234 . (Kyriacou et al., 2006, 345) s2ass
Ll (Gl il il

Damodaran, ) Jiasy) clilus & desall Jloa¥) o Slall o JUll (al ) 285 58 525 jeus .3
Oe Digie iy il Ldiass A3l ailaghl o 53 jew CVaee Jlo Jowasll 2 385 .(2024, 14
PSP SV RELA JERLIVE T

50 DA (e sl 8 cilarally 2 DU ddlaaY) dadll 8l g8 (gal—ai®¥) gaill Jas .4
@lily e Jemall 23 385 . (Lettau et al, 2008, 1683) 4y duais (e L saley cBaaas duia)
U @liby o) - bl (el il @by sacls e il (GDP) Jlea¥) sl gl
plhai b dugi e oy by ) Wghigas 25 085 <2023 ) 2005 (e 82l gt e Jlaa¥) sl
talaiB¥) el Jaxa b oY) Al oladinl & . (Quadratic) dak

B GDPt - GDPL-_]_
Economic Growth Rate = x 100
GDP;_;
o)
LA spell ‘?JLQY\ ‘?A;.d\ Gj\.’d\ = GDP;
il sill Jlay) sl @l = GDP,_,

Cipall jrw o Jpeanll & a5 . (AT Alany Ltk dlae ol lgo oy ) daiil) 98 Cipeall yaus .5
Al GOl il )l e i ay Slaaliary Hall jluall (glsall
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T AL.
WVAT SR,

erneennee B9 B2l Houw Araxo sblis soMe Glaaxo &5 o,
Aoox0 9 Ao 3

& O] IS, 8 Lgadt ) AL leshedl) Adgiges 483 (530 () i Slasled) 5252 .6
WY Ligisas ol a0 e A LYY Bagay Claskeall s3sa e Bale g L) (sl
Wiasant of Sy al) 2Ll il sae DA (e 2 WY 83sa (b &3 28y (IS, 8l Lgie las A
Crtal) Jalas alasnals ~ WY1 b Glea 2 L Sale g ((Smoothness of Earnings) L))yl
il e Allaall o ge uaill (Sa Auia) 858 (520 e Z LYY i ae ua 58y cas)ll
(Francis et al., 2004, 980) :‘;ﬁ\
Variance

Smoothness = ,
Mean Earnings

Ligia O s (B - lebhgia Jss WY s (sl iliie 4 (Variance) el o) cus
s WY1 ol eld (Sasg L Baaad) diejll 55l DUa Lawssiall zo)ll s (Mean Earnings) £ LY

: AV Alalad)
) (E;— E)
Variance = ——
n—1
sold
i) 8 (alieY) e agid) U A i) ZLY) = E;
¥ g = E
cGlaliadl e = n

Sz el sasas ) e les chhin ol ST - L)Y calS LS (i Smoothness oS L
& laaliass LolieY) e asull J8 ol ila cilily o Jomnll 2 885 . clasbeall o) 5390
L adge o lgle Jseanll (Ko Al Al die GIlAN (daall (i) Al cliluall (e dgin
AW 33U Ghal) (3gu
Bl Saadl e G Slanbis dep ngul¥) gy ehd ililes 35 o Budl 538 & Goud) Ao .7
e Jyanll Bgull dfgul) el o Johul aas ssnids (Sasy - pgedl o Ao Sl El (050
danal Ll alaliiy God) Agins (G20 Sy -di3all 138 L God) 3 Jlull Bl ole 5 b5
ClaaLiiarg A gual) daiilly Joluill aas e Jseanl) 5 385 ¢(Sarr & Lybek, 2002, 11) sy
Adlall BHOU Ghall Bgad Aagiadl ulally Ehall Gl i) il 52018 (e dagins @)
(MRP) T)Lais) Ci<is (Market Risk Premium) Gsdl daiss lalis sdle :aainall yuial) —¢
A55le le S (yully Alagyall Hlaliall dgalsad (g paii sl adlay (531 LY wlall Jiad
Lee cag—a) paan e 55 ) Aalall lalaall 53l GuSan gb . Slalaall e LIAY clagaally
(all Aaina jlalie sdke Gabaly Al Glond) dilas 3 bl skl Tl 1dge lebea
Al e uld Kang Ll e WA e (63 2l Gyl (pe adgiall el A lke 2
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Gl >5a e Lty ALl )5 Bhall Gyae el dugias oyl Blsall Ldplall i)

p Ay bl aladia) 2 (Ry,)
R, = M x 100
P_q
o)
gl Hhise Mle = R
sl Gl sd5e D) ee = P,
=1 sl 8 Geud) ydge D) pw = Py
dudl) & paiia (1) e
Sdinal) yaial)
73 S piial)
MRP Gsadl Aaine jhlie sdle
AlBieal) & prial)
adsiall il S Sasal il &
+ RA DRV ¥ aes yhaliall Cuiay 1
+ INF sl Y ane sl 2
+ IR gl asll Sl e S e 3
- EG i@y gaill Jana by gaill 4
+ ER Glsall Capall yrw Capall 5
+ Ql cWYl ol Slaosleall 3ga 6
- ML L guall Zll/ Jglanl) pns Bsed) Ao 7

finlill e (a1 jrmal
AL 3 Goall e a5l (n sl ige D)l e Jyamal) 5 5,
o Al el &l il gen (00 A (MRP) sl dline Jhliasdle e Jsally
i) 5l (e e Jy—andl 5 A Bl ligh) e 53l e ay aie L @31 (Ry) Bl
AV Arpeall aladind 5 gud) Sllie sle Galiily Agi gy laaliasy el (Sl
MRP = R,, — R;
ol LS (MRP) Ggudl iaine jhlie 500 Jlaail) dlilee 42l (Ko e
MRP = By + B1.RA + Bo. INF + B3.IR + B4. EG + Bs.ER + B4.Ql + B;. ML + €
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T AL.
WVAT SR,

erneennee B9 B2l Houw Araxo sblis soMe Glaaxo &5 o,
Aoox0 9 Ao 3

zisaly) i Lagie tlaolu

Aot ol 2w () 2 3saill wans A€ Jon Joalds anli gp z39al) i dumgian Sl )
Dbty radall asil HLas) Gy ecais el dsle e el sl Shliesdle 8 5 ol
t ol LSy Al il el Judlaad) 4 )i
Al sl Las) 1

EViews splall 48l _asl) eyl asas Al (Jarque-Bera) ha bl lodl alads w2
t ol LS bl il ¢ andal) aysil) s Badinal) i puaiall ol 13 dd yaal

bl sl LIS mALS (2) Jes

Dependent Jarque-Bera Probability
MRP 3.28399 0.19359
SRP 0.70562 0.70271
VRP 0.37362 0.82960

EViews.10 dmay Glajie e alaeVU il dae) @ jriadl)

als @llg ¢ panlall aigil am saciedll il of ) (IB) barebls Hlas) a5 juds e
-(0.05) 2xnall Liginall (s5ine e 23 A (Probability) ded (e
ALy jladl .2

13 Lt ddyaad cllag Bansll 3 (PP) (g pm punlids (ADF) ausall i (Son (o)lis) alassind o
Al Ll Ay Byee o5 (gag cJsY) A i By praaal ol (g5l die Bjfiase Aludud) il
(Y] clal i) ey cpolaaV ) S LllaaY) dedl) (i il (3) dsand) s
Schwartz Information ) clesleall 5ijs & jluae 385 i wlid) clai) 500 Jsb :ADF @

-(Criterion
Lol e waad daph ahds uly Gkl Jalsill 4a,,)L< (Bartlett kernel) dapk olaai ) :PP @

-(Bandwidth) deall (e uasil (Newey-West automatic)

Cpall e (IR) 33 Janes (RA) Lhalaall e i) (e IS o (3) dsaall 3 Laadllly
Ll oY) @l 33l vie Bjiiane raa L3S (LeVel) (s5iwall vie Biiiae ye diie) Jdlw o (ER)
4 zsaeal) Liginadl) (gginse (g0 HST S g (ggial) die AdlaaY) a8 Y &l ¢(First Difference)
Al AdlaaY) ail) ol cpm B o doV) Anpall e AlalSie LS Ll b3a et élilg (0.05) L
g gl die Byt Ll o Ja Les ¢(ssiadl die ia (0.05) Digiedl) (s5iene o i il
AT dudlw dnhinaly cddlal) ams Al pae ol clld Lo 3y« jiaa Al (e AlalSa b
S a7 3gal dumgia alaiel gy ia e Laa cCanall Clpiie JalS5 Ay 8 CDUAY) iag
-(Autoregressive Distributed Lag)icjsall duajll <lgaall
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renenens Do B2l Souw i sblxo d9Mle Glsaxo
Aox0 9 Aosxo /

AL-Rq k’o

Aaal) cpsiiial Ay Las) @il (3) Jgas

Variables ADF Te_st _ PP Te§t _ Integration
Level First Diff. Level First Diff. Degree
RA 0.0571 0.0034 0.0675 0.0000 1(1)
INF 0.0258 - 0.0269 - 1(0)
IR 0.6478 0.0000 0.3180 0.0000 1(1)
EG 0.0048 - 0.0133 - 1(0)
ER 0.7730 0.0002 0.7617 0.0000 1(1)
Ql 0.0000 - 0.0000 - 1(0)
ML 0.0000 - 0.0000 - 1(0)
MRP 0.0000 - 0.0000 - 1(0)
SRP 0.0000 - 0.0000 - 1(0)
VRP 0.0000 - 0.0000 - 1(0)

EViews.10 dsay cilajyie oo slaeVU Gialll slac) 1 jaeadl)
gl A&8liag GSJA.'&\ s el

Folsd slire o syl 23 N 2 30a) (S CARDL dingie alati aly z3saV) 5 ey
A el @l deay 3 235N 8 (SIC)(Schwarz Information Criterion) cilesteal!
s <z 3sa) Slades @il (4) Jsaad) mas 314(3,0,1,0,0, 4, 0, 0) daally dlisicadl) i)
238 .Gyl dline Hhlia sdle b AlE )l cilpaiall saaeially saliall cil il aedl A4 solad
a3l DA e i) Ja¥) Alghally 530 il Gl moagil oyl aga < il
(0o zealy 1305 oz 39a) Ligine ) 5 F selian) dad of (4) Jsaall (o daali 3] gy Aagipall Uadl
Jalaa o) iy LS ¢(0.05) 4 7 gacsal) Liginall (551wsn 3o il L) Aailpal) Ldlaia V) dal) )5
Chpal) e (%73) oo AT A L e z39al) G ina 1385 ((%72.9) (g5l zeaaall sl
G el L Alaidy) Lyl aes ) Sl abies Jast 3 L adiedd) i) AL alal)
g B Janag cpdcailly (plaliall cuiady i) Hhliad) sdle e Al cilpite o jela
Al slady) i e sl sl gadl e sly (o) Adaina hlaa sdle (& fig Ciyal

Gob o da) dlish 45l5 ABDle sy re i e ol ADle 25ng L) i e Lok
G agan) sl &3 o aag s (5) dsaad) B ze—ase WSy ((Bound Test) ssaad) jLas)
oo ST F selaa] A 05<0 @lldg ¢ Aligh ilss Ale g el i e JalSs 35ng (M e
Breusch-) Llaal alaai ) 2y Jdail) (mg 8 355 (e 2SEl LA ginall ligi —cne aaead (golal) 2all
Breusch-) Llasls ¢ Ll wall Lalsy¥1 A 4e ,LsY (Godfrey Serial Correlation LM Test
Dbl ¢ AN BaLa V) LaaY (Q-statistic) Llosls ccplall Guilad aae LY (Pagan-Godfrey
Breusch-Godfrey Serial ) Jlaal mitis of (6) Jsandl & Laadls 3 . lsall Laaula LAY Ly ojls
A Al Ll aidl) oY ¢ Ladual) Ll V1 A0 aga9 a2 ) yis (Correlation LM Test
LLEY) A _de aga aden ABG aall Ao Jof ) 250 Lae (0.05) dusimal) (s5iina o 3
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cereeeneee B9 W By2)l Bouw @lasseo bl dMe Wldizo .

Aox0 9 Aoxo

T AL.
T ARy,

¢l Luilat are ASEa 3589 a2 ) (Breusch-Pagan-Godfrey) jlosl gt juds LS o lodoall
(Cplal) Guilay AL aed) A b Jod ) oysn e (531 0.05 (e ST Alaia¥] aidl) 0s€ Cea
Lonada Ly oUadB o Y Do ebls JLis) ded julig

Js¥) zisaill ARDL cilalea i gilii (4) Jgaa

Variable Coefficient Std. Error t-Statistic Prob.*
MRP(-1) 0.32066 0.11456 2.79909 0.00700
MRP(-2) -0.03184 0.12291 -0.25901 0.79660
MRP(-3) 0.34579 0.11438 3.02315 0.00380
RA 2.53122 1.16828 2.16663 0.03377
INF 2.86381 1.20792 2.37087 0.02120
INF(-1) 4.06700 1.30992 3.10476 0.00300
IR 0.14509 0.04538 3.19698 0.00230
EG -0.39464 0.36499 -1.08123 0.28420
ER 2.91866 2.04476 1.42739 0.15900
ER(-1) -3.89596 3.02029 -1.28993 0.20240
ER(-2) -1.22133 2.96118 -0.41245 0.68160
ER(-3) -1.10872 3.01177 -0.36813 0.71420
ER(-4) 6.30638 2.19629 2.87139 0.00580
Ql 0.00446 0.10056 0.04440 0.96470
ML 10.07391 7.84071 1.28482 0.20410

C -3.28196 1.28453 -2.55498 0.01340
R-squared 78.6% Adjusted R-squared 72.9%
F-statistic 13.74391 Prob(F-statistic) 0.00000

EViews.10 faay clajie Jdo slaeYh ofialll dlae) : jaaal)
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T AL.
T ARy,

cereeeneee B9 W By2)l Bouw @lasseo bl dMe Wldizo .
Aox0 9 Aosxo ,

Js¥) g isaill dlidial) Jalsil) il (5) Jsaa

Values Decision
F-Stat. 4.4962
10 2.7300
1%
11 3.9000
10 2.1700 Reject HO at 0.01
5%
11 3.2100
10 1.9200
10%
11 2.8900
EViews.10 dsayn clada e alaeYh ofiall) slae) @ jaadll
Jo¥) zisaill sUadl) (auiis clia @il (6) Jsis
Breusch-Godfrey Serial Correlation LM Test
F- Statistic 0.5457 Prob(F) 0.5826
Obs*R-squared 1.4263 Prob(Chi-Square) 0.4901
Breusch-Pagan-Godfrey for Heteroskedasticity
F-Statistic 1.2058 Prob(F) 0.2950
Obs*R-squared 17.5776 Prob(Chi-Square) 0.2855
Scaled explained SS 21.9339 Prob(Chi-Square) 0.1095

Jarque-Bera Test for Normality
JB-Statistic 2.0769 Prob(JB) 0.3540
EViews.10 dsap clsda e alaeWh ofiall) slae) @ jaaadll

Aaldll Jalail) g b g ot s el i) JSL sl ez 30al) A cpiy G Laa

UER DN FNIUN. FLYON: JCH INPORUET- UM\ IS A I YRPPITR I RCHY, JEILL PRI N
Cilades & z35a) Slalaa el o Y e @31 (7) dsand) 3 LSy caghall oy o ail) Ja)
oo 3 4l BdlaaY) Al (Y ¢(gsiea 52 (COINEQ) Uadll e i alra (o JaaD Ll LS ¢gine
Sa graaidll JaY) il S (e onai 3gag M) (0.36539) 4iad yeing « S 0.05
leasaa oy Ja¥) dash 31l e lihad¥) e %36.539 of ixe 1385 .(0.36539) o ey
e %36.539 maars 41 (sl e a2l OIS 1Y (AT Bl (i ) diie) 820 S
SNl el b clera o il ciiaa 13) (6 O35 ) dsall A iy IS B a1
(Sl 5l (gdl) allatll (i cz 35aD iy pigiall ol radall Lalgiose (i g paall ol puaiall il
st Jalra dad Oy - lisll g pe 3l Alls () Ly il aua’ 3503 om s A1 ey
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T AL.
T ARy,

cereeeneee B9 W By2)l Bouw @lasseo bl dMe Wldizo .
Aox0 9 Aosxo ,

ol Ll L (A oy cAllall 038 () e Baa IS 8 ramail 13 Aoy ) s (CointEq) Uasl)
sl Y Bagal) 8 oyl plaill (IS ¢ ST il Jalaa da
JsY) gisaill yuadl) Ja¥t) Uadl) asuas @il (7) Jsan

Variable Coefficient Std. Error t-Statistic Prob.
D(MRP (-1)) -0.31395 0.09525 -3.29596 0.00170
D(MRP (-2)) -0.34579 0.09496 -3.64129 0.00060

D(INF) 2.86381 1.03106 2.77755 0.00740
D(ER) 2.91866 1.70763 1.70918 0.09300

D(ER(-1)) -3.97633 1.74333 -2.28089 0.02640

D(ER(-2)) -5.19766 1.76311 -2.94802 0.00470

D(ER(-3)) -6.30638 1.83042 -3.44532 0.00110
CointEq(-1) -0.36539 0.06641 -5.50174 0.00000

R-squared 64.6% Adjusted R-squared 60.8%

EViews.10 dsap clada e alaeYh ofall) slae) @ jaadll
Jo¥) zasaill Jaghall Ja¥) Uail) sl il (8) Jgan

Variable Coefficient Std. Error t-Statistic Prob.
RA 6.92748 3.64459 1.90076 0.06250
INF 3.29289 1.91940 1.71559 0.09180

IR 0.39708 0.12270 3.23629 0.00200
EG -1.08006 1.02198 -1.05683 0.29510
ER 8.20781 2.77313 2.95977 0.00450
Ql 0.01222 0.27494 0.04444 0.96470
ML 27.57043 24.03656 1.14702 0.25630
C -8.98212 4.09826 -2.19169 0.03260

EViews.10 daepn clayda e alacWh odiall) dlac] 1 jaadll

o Al il pand (gpina Ll G ) (8) Jsaall b Adlainl) dall il e
O 860.10 xie Ja¥150.05 sie le—anss 0.01 wie lg—any ¢daghll Ja¥) o adiadll yuaal)
i) Shnd) o dsaall ey gsine e 4l (e (ML) (QI)s (EG) e o IS 62
Jushall Ja¥) 3 Lginas 350 (ER Cipall jausg ¢ IR 33U jess ¢ INF aaailly « RA shlad)
< il Gl Atas Jhlia sdle of (I e @3 Y1 cdlail) culadgill ae dddlgie chlals
Jilas die chariall 38 Ay Gneal 2S5 daiil) sda Ly pei waall @lsl g ASH AL aBY) Jalgrs S
AW Glou) 8 hladl sdle Ay
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WVAT SR,

crneenes OHOW B2l Yo abrizeo yblo d9Me Widaxo & <
AV.C TN VT

clasiially clatingy) ;L

clabuwy)

O G paticaal) (o 3 edad giall Andiall Auplat g laliall ske ciladae il ) Gl il juis L1
Aobae puSar @Al LAY L lalaall Jas (o pgamagal dadise Slga (salllay aginiia malaati] (onans
s J<a el dadgiall Mlgall cul€ 13 Y] laall (e LA Cilagasall ¢yshinty ol (o paiiedll
bl e

St Skl sdle o) dus clasagall e 7z Sy cilbagll Lk pe Ayl piln dla L2
g piinal) Uy 3) L Ciyeall g B3 jaany adamill Jio LabaiBY] Jalgall L) cladgily
oo Y a1 SB S ) e Al g pdn Aaaleal gyl b chlinal] e el g
coladgl) i me hlsd) sdle b ol

(cind) Lsdd) e peiiend) SlSslar o) G o Jlal) @lsld) dylait LS8 Laes Al z305 caed .3
Jalgal) dsaal 1 yein dasill 038 3yl ddaina Jhalia sdle A il IS8 35 Hhlsa) e
cOpaicaal) gl aaan 8 daudil)

iy 3 . hlaall 5dle sty i 3 ARDL dejsall el csndl) 7 3gail Ldlad Ayl sl 4
o el 63 e Qhlad sdle b sl Al chid) il Gld e 2 3sa) 13
J e Agllaall A8l a1 atlsall b Aol i) Jalgall 53l 4008 Ll ) gy s
- Ol

) e (Sarg gsine i Gl lagd 00 ol ilasbeal) 5asag Ball Alge s of il capelil 5
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