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This study examines the impact of financial sustainability, proxied by
the Sustainable Growth Rate (SGR), on the risk—return relationship in a
sample of banks listed on the Iraq Stock Exchange over the period 2021-
2024. While the Capital Asset Pricing Model (CAPM) posits systematic
risk (beta) as the primary determinant of expected returns, its
explanatory power in emerging markets is often constrained by market
inefficiencies, low liquidity, and high information asymmetry.

The study employs a quantitative explanatory design using panel data
and Ordinary Least Squares (OLS) regression models. The empirical
results indicate a significant negative effect of financial sustainability on
required returns, and a significant positive effect on abnormal returns,
whereas no statistically significant relationship is found with systematic
risk (beta). These findings suggest that investors in the Iraqi market rely
more heavily on internal sustainability indicators than on traditional
market-based risk measures, reflecting limited market efficiency.

The study contributes to the financial literature by integrating financial
sustainability into asset pricing frameworks and providing empirical
evidence from an emerging market context. It further highlights the need
for more comprehensive models that incorporate firm-level internal
factors in explaining the risk—return relationship.
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(Al

0.206 -0.003 0.000 -0.187 | -0.019 0.313 -0.015 0.005 -(L'\ee) 2023

-0.097 0.058 -0.172 0.169 0.295 0.136 0.060 -0.030 2024

4.262 4.236 3.904 5.743 1.714 5.186 4.797 4.379 2021

5.633 8.564 6.431 3.369 2311 3.388 4.160 4913 silal) Jira 2022

3.377 4.264 4.250 5.042 4.332 2.920 4.313 4.231 wsladd 2023
6.033 5.179 6.448 4.569 3.880 4.754 5.172 5.667 2024
0.0073 0.0020 | -0.0018 0.0002 | 0.0317 | 0.0146 0.0131 0.0041 2021

-0.0031 0.0045 0.0003 -0.0066 | 0.0084 | -0.0020 | 0.0057 0.0015 il gadl 2022

0.0255 -0.0179 | 0.0066 0.0117 | 0.0439 | 0.0147 0.0023 0.0155 dgagey) | 2023

00115 | -0.0117 | 0.0322 | 0.0093 | 0.0086 | 0.0090 | -0.0135 | -0.0130 2024
0.017 0.005 | (0.009) | 0.026 | 0.020 | 0.015 0.013 0.001 2021
0.005 0.007 | (0.006) | 0.023 | 0.032 | 0012 | 0.017 0.010 SGR - 022
0.037 0.007 | 0.010 0.032 | 0060 | 0.050 [ 0.034 | 0.035 ;ﬁﬁ‘ 2023
0.035 0.009 | 0.003 0.078 | 0.095 | 0.052 | 0.021 0.009 2024
0.137 0.945 | 0.054 (0.170) | 0.085 | 1.039 | 0290 | 0.139 2021
0.459 0.027 | 0477 0.033 | 0120 | 0327 | 0270 | 0.156 | 2022
0.597 (0.007) | (0280) | (0.081) | 0.594 | 0.649 | (0.028) | 0274 | =" 3023
0.190 0.013 | (0.009) | 0.098 | 0290 | 0292 | (0.142) | (0.226) 2024
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