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The role of the proposed six-factor model Fama and French
FF6M-LCR by adding the liquidity factor in determining the
fair value of common stosks

Abstract

The research aims to determine the required rate of return according to the
six-factor Fama and French model, after strengthening the model by adding the
liquidity factor to build the Fama and French six-factor model and analyzing its
impact on the fair value of common shares, as the researcher used financial
methods related to the financial analysis of the data of a number of companies
listed in the Iragi Stock Exchange, which represents the sample examined in the
Fama and French hexagonal model, as well as the use of the statistical program
(SPSS V.28) and simple linear regression, in addition to its use in the test The
significance of the regression between the research variables, and in calculating the
correlation coefficient and the coefficient of determination, as it was concluded by
testing the research hypotheses that the FF6M-LCR model did not affect the fair
value of common shares according to the valuation model on the sample companies
investigated, and the Fama and French hexagonal model has been proven by
adding the liquidity factor (FF6M-LCR) its ability to determine a higher required
rate of return for the research sample companies (Al-Mansour Hotel, Babylon
Hotel, Al-Sajjad, Ghazieh, Al-Kindi, Agricultural) Which indicates the ability of
companies to meet their financial obligations on the one hand, and on the other
hand, the company’s ability to invest its money in investments and thus achieve
profitability, which is reflected in the increase in share prices, and the first main
hypothesis was tested (the use of the Fama and French six-factor model affects the
addition of the liquidity factor in the fair value For ordinary shares according to the
ordinary shares evaluation model (profitability growth), and the need for
companies to invest in highly liquid assets because they have a positive impact in
achieving high returns for companies, as well as the confidence of dealers with
companies in their ability to pay their financial obligations towards others, and the
research sample companies are directed towards using Fama and French six-factor
model by adding the liquidity factor to determine the required rate of return on
common stocks.

Key words: FF6M-LCR, required rate of return, market value, fair value.
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