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Abstract

This study aims to evaluate the performance of selected private banks listed on the Iraq
Stock Exchange using the Kappa performance measure, which represents a downside risk—
adjusted performance model. The research is motivated by the limitations of traditional
performance measures—such as standard deviation and the Sharpe ratio—which rely on
total volatility and fail to distinguish between upside and downside risk. This limitation is
particularly relevant in emerging markets like Iraq, where return distributions are often non-
normal and characterized by asymmetric risk. The study is based on monthly return data for
a sample of five private banks over a period of 24 months. Monthly returns, average returns,
and the risk-free rate were calculated, followed by the estimation of the Lower Partial
Moment (LPM) of the first and second orders. Based on these estimates, the Kappa-1 and
Kappa-2 ratios were computed using the practical formulation proposed by Kaplan and
Knowles (2004). The empirical results reveal noticeable variation in performance across the
sampled banks. Some banks recorded positive Kappa values, indicating a stronger ability to
compensate investors for downside risk, while others exhibited negative values, reflecting
weak risk-adjusted performance. The findings demonstrate that the Kappa model provides a
more flexible and realistic framework for evaluating stock performance compared to
traditional risk-adjusted measures, particularly in markets characterized by high volatility
and downside risk. The study concludes that incorporating downside risk measures such as
Kappa can enhance investment decision-making and financial performance evaluation in the
Iraqgi stock market.

Keywords :Financial valuation, Stock performance valuation, Kappa model, Downside
risk, Minimum LPM.
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Augydoll gl pailias ae 33195 (wlid sulas Hlisly dewlic
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Bl Ay i paa Jou g¥) (8 p8d) G puaa i) G paa [ PN Usaial) U yaa
1/2022 1.060 0.190 0.300 0.150 0.510
2/2022 1.110 0.190 0.320 0.180 0.520
3/2022 1.330 0.180 0.290 0.180 0.510
4/2022 1.240 0.180 0.280 0.170 0.490
5/2022 1.240 0.180 0.280 0.160 0.460
6/2022 1.300 0.180 0.280 0.150 0.430
7/2022 1.240 0.170 0.270 0.150 0.420
8/2022 1.380 0.160 0.290 0.150 0.470
9/2022 1.490 0.170 0.300 0.180 0.510

10/2022 1.240 0.160 0.280 0.170 0.560
11/2022 1.240 0.140 0.280 0.160 0.630
12/2022 1.370 0.140 0.280 0.160 0.620
1/2023 1.440 0.140 0.250 0.160 0.670
2/2023 1.470 0.130 0.250 0.160 0.640
3/2023 1.770 0.120 0.260 0.150 0.610
4/2023 2.500 0.130 0.260 0.150 0.560
5/2023 2.100 0.110 0.250 0.150 0.580
6/2023 2.170 0.100 0.250 0.130 0.650
7/2023 2.360 0.110 0.290 0.140 0.880
8/2023 3.150 0.130 0.220 0.220 0.960
9/2023 3.320 0.120 0.470 0.210 0.950
10/2023 3.260 0.110 0.340 0.180 0.990
11/2023 3.740 0.110 0.370 0.180 1.270
12/2023 3.500 0.120 0.430 0.180 1.400
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Microsoft Excel ek Gukiy (2) sy dsia A8 daie¥) juaal)
Slgall Ol 0k : ol Aat AW CBylall @auwl ylawhl Ay 3058 A gal) luws - 2
ogandl e 3 sl s (s (@19, Jadl BSladl Aol Badats Eodl Hlde ogudl &yl
R=(Py— Py_1)/Pr_q i ovedlie o658 o
(3)dguz & L=l yelas (g Gludl pged! sane/( (@Ld) gl yas — g}l’d‘ ol yaw)=
G W S8 )il Brae Wlse Ol mail Cux pgudl Wlse u dbgmle OWE (s
el B8 M WS 81 (5,391 CB)ylaedl WBlge das ¢ ol

Bl Ay e Jou g¥) (3 pad) C juaa i) G paa Al i paa Dsaial) G yaa
1/2022 0.029 -0.050 0.000 0.000 0.000
2/2022 0.047 0.000 0.067 0.200 0.020
3/2022 0.198 -0.053 -0.094 0.000 -0.019
4/2022 -0.068 0.000 -0.034 -0.056 -0.039
5/2022 0.000 0.000 0.000 -0.059 -0.061
6/2022 0.048 0.000 0.000 -0.063 -0.065
712022 -0.046 -0.056 -0.036 0.000 -0.023
8/2022 0.113 -0.059 0.074 0.000 0.119
9/2022 0.080 0.063 0.034 0.200 0.085

10/2022 -0.168 -0.059 -0.067 -0.056 0.098
11/2022 0.000 -0.125 0.000 -0.059 0.125
12/2022 0.105 0.000 0.000 0.000 -0.016
1/2023 0.051 0.000 -0.107 0.000 0.081
2/2023 0.021 -0.071 0.000 0.000 -0.045
3/2023 0.204 -0.077 0.040 -0.063 -0.047
4/2023 0.412 0.083 0.000 0.000 -0.082
5/2023 -0.160 -0.154 -0.038 0.000 0.036
6/2023 0.033 -0.091 0.000 -0.133 0.121
7/2023 0.088 0.100 0.160 0.077 0.354
8/2023 0.335 0.182 -0.241 0.571 0.091
9/2023 0.054 -0.077 1.136 -0.045 -0.010
10/2023 -0.018 -0.083 -0.277 -0.143 0.042
11/2023 0.147 0.000 0.088 0.000 0.283
12/2023 -0.064 0.091 0.162 0.000 0.102
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Microsoft Excel gt Gukig (3) Ay Joi» Ao Aaie¥) jaaal)
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S3Syedl Glidl b ope ddaadl Dypgid) dossdl c¥lg> e BB Hlawl Juae e cdl 1da (§
Al Jreog sblsadl e i 58 aude slexedls Joaadl Gludis) el lygd 24 I 3lyall
(4) Joal Q3 zege WSy (Threshold Return) J5lall Jgaioll SN

Alall Jgfall oY) aal) Jiag 541 g ALy A V) gad Sl Jlad Jara (4) Jsa

[ ?.\Aﬂl Jaza & k) avadl) Siza [ aadl) Jiza
30/5/2023 0.0440 30/9/2022 0.0428 30/1/2022 0.0118
30/6/2023 0.049 30/10/2022 0.0448 30/2/2022 0.0143
30/7/2023 0.0487 30/11/2022 0.0431 30/3/2022 0.0233
30/8/2023 0.0486 30/12/2022 0.0442 30/4/2022 0.0271
30/9/2023 0.0504 30/1/2023 0.0420 30/5/2022 0.0255

30/10/2023 0.0508 30/2/2023 0.0481 30/6/2022 0.0295
30/11/2023 0.0468 30/3/2023 0.0402 30/7/2022 0.0288
30/12/2023 0.0425 30/4/2023 0.0400 30/8/2022 0.0349
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AdaY| Blall e e Lo Adcdatidufys Kappa2 g Kappal Liye @2y m&‘;‘aﬁrgmwﬁﬂ
A g M sl Bgw b Ay
5o Ol 0k :Comd| Aal 4o Bkadlt Kappa2 g kappal ylije oibuws .5
Slaxeb (2) @3y dobaadl Gadad 33k e ol digal AVl B)basl) Kappa2 9 kappal
21333yl cdd LS Lax>Mid (5) Jodadl 3 @S doubge WSy (4) 9 (3) Jodr e

. Kappa 4oy
Kappa2 s kappal s 38 agadl) jawl ¢13] adll (5) Jgsa
Ny s | Bag¥) @8 digas | i) G s ) dias | seaiall G
P B gt 0.060 -0.018 0.036 0.016 0.048
t= Rfalall J gl 31 2l 0.038 0.038 0.038 0.038 0.038
-t 0.022 -0.057 -0.002 -0.023 0.009
(n=1 W) LPM1 0.036 0.069 0.063 0.060 0.033
LPM. (t)= %Zl:max [t—RrR,.0]"
14424 Ay adibana=T
(n=2 L) LPM2 0.071 0.038 0.105 0.079 0.052
o 0.594 -0.821 -0.036 -0.381 0.284
K. (v) -t
PN ('r)
kappal
kappa2 0.305 -1.472 -0.022 -0.290 0.182
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