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Abstract

The research focuses on estimating and analyzing the determinants of equity risk
premium in the Iraq 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 Iraq must work to
stabilize these variables in a way that enhances investor confidence in the market.

Keywords:
Equity Risk Premium Determinants, risk aversion, pricing models,
investment portfolio.
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Damodaran, ) hlad) sdle o daubid) 5l dslai®y) Gloreal) Cuon Jifiaa) & Dlgaa) ol
(2024, 11

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (v 91 J| auoii

191 pp- (184-203) .yo (March 2025 ,15] <No. (145) ¢ Vol (44) 2w



él)gw V=)l Yo abbaxo ,blxo d9Me Widaxo
Aox0 9 Aosxo ;

@bai®y) jladl) .2

i Al Aol Jalgad) 3 ol pal) Caness Aldinall 20L) et ) (sola@Y) ladll
sdle e jigg .(Bodie et al., 2014, 149)galaid¥) sailly Cipeall Hlads 525Ul jlady il
elis .(Damodaran, 2024, 12)J8 sdle sale 8yl bl @Y ag i Gam cagu) jlalis
Ble (pe Ly b adl) 8 Baniall LYY 8 Cian LS oalai®y) i) aliss) of el
»2 (Segal & Shaliastovich, 2023, 1) X3 LS .(Lettau et al., 2008, 1653)a4—! hlis
o) e i) o (S50 - ASH S8 8 i) pans ag ) hlaa Ble dayy A e 3,54
oaliadl ) (535 Lee «JWal) Gul) paradal Usias ST cibatlial slael ) lSally (il ady
O 8l Slaad liaias daliy (Sl i) cilubiad (Ko WS 5hall Clagasall b L)
.(Laarits, 2022, 1) el L0baidy) jhlaal N HLEY) DA (e aedd) Shliasdle e is
Clagleal) Baga .3

Al ddgiall Lol claxdlly ~ LS 5as M ani el s3sall Ldle A Slastedl) Jgus
Jas o oSed .(Biehl et al., 2023, 1) &) 3lsu¥) & Shlaall (mlas) & e ol pre Julis
lie il ) Al laally - LY 3 L) S e Al Gloaa¥) ) Lalai®Y) Sl
e e sl Aalial logleall 535a5 Baa 8BS Syt Chian 3] L Ggad) L Aayad) @lS)a)
Dhlae sdle aliadl ol il e () (g (bl il e i Al . acaldl (e
o ) Jsan G IS ARV A GBleu) b 5l el A cidaagd ) g )
Ao miliadl) jLam) Ao HLlaa sdle 8 g Uyl Jangd 553l @l aejles eddle s3sa I3 ilagles
Oo 80 S Y Js—asl) Ao w0 5aY) ddiia s clashaal) Baga mlass) ) sl )
Al adl) gl ol 48 J8 et ael Jeas cAgigall Cun (ge leany cpli g ccilasladll
-(Damodaran, 2024, 15)
Gyl Agas .4

oaS I Ll (g0 Baall (B Cme pgm g ) el Loy oS ) Algead) day Algead) i
callally el (gaue o diaiiie Ghalsd (39 58y dille Jol plaal ABLL ael) ey copn o
Ao yun elyilly aadl 3She (ge zaally Jodalls agl e s oppaiicaall el iy Agradl e Gll
e Siad Jlall (3lgasd 3 Ala) jlalae Algead) (< Gl Gy . (Tetlock, 2007, 4) Jile yaus
e Aaaall lagled) s3sa palid e @ Gl arey S AL 8] Gt e Asalil) ol
o $3all dikall agu) ded (mlids) jlalie (g el dals ¢ agad) Algin aids Laiad i<,
OsSe a8 ellad damiy ag ) e agilSlies au ddslan die cOleladll (RIS ¢ Uil (sgalsy 23
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Aosx0 9 Moo

hlie 5 Adladll by ¢ yalad) Cagll b ag ) lae Jil dlls gial Slaxiad e oy paiasdll

.(Damodaran, 2024, 17) I

Lt Lagiall Ciuags :luald

bl pay jobas i

bl syl g ol ALl @l e alaieY! & cind) e opadl culad) JLSY

il Aaiilly (sl oa®Y) pslatl) Aalitag Jpall i) iy saely Sall (GiSal il e 80l all

L gy Al ALl sV I Sl duahyall o3g) Alfiss Clpuiie dasee LI 23 ) .2023-2005

caga) lalie 5l Cilaaae

Al apiiad) —a

Ol pie e i (s5ine e (gohn A Al LD (ypatiandl) Jucni s bl Cins 1
e Jouanll 8 Sl dogiaadl HAN) Y e gie jaail) 3 a8 .(Damodaran, 2024, 11-12)
Lt liby HAY) Y axse () LAaaiilly (galai@Y) Gglaill daliiag Soall clill lily 5ac B (4
-(Quadratic) 4k aladiuly digiv ay @lly ) Lebigas & 385 <2023 ) 2005 (0 524l

dgie) Bae Pla SLaiy) b lasally aladl jleud slall (ggienall b spainall 83311 g8 picaill .2
Bacld (e dugin ) adill CVans e Jouasll 23 285 . (Kyriacou et al., 2006, 345) s23as
) (Gl i) il

Damodaran, ) ,1a3Y) cililea 8 dessal JIsel) e siladl 5l Jlall Gonl sl 20l g 5350 e .3
O dagin oy Claaliay Al adlagl o 536w <V aea o Jyaal) 23 285 .(2024, 14
Ll (Gl il iy 52

Bae DA e dlaii) b Slasilly = DU Al Aadll b 523 58 (sol @) sall Jans .4
@by e Jemall 23 3y . (Lettau et al, 2008, 1683) digis duuis (i L saley cBaaas duia)
Ll iy o il () clill Sl sacld e (gl (GDP) Jleal) laall il
plhai b dugi e ay cliby ) Lghisas 5 085 <2023 ) 2005 (e 82l gt e Jlaa¥) sl
telai®Y) saill Jane zlyanul AaY) Aalad) aladia) &5 .(Quadratic) da

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

Cipall jrw o Jpeanll & a5 . (AT Alany Ltk dlae ol Loy o ) daiil) 8 Cipeall yaus .5
+ Al GOl il )l e i ay Slaaliary Fall jluall (glsall
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o i aaall S, a0 et 1 Al Cilogbeall Adshsag 483 (520 ) o Clagladl 5358 .6
WY Ligisas il a0 peSas A 2L Bagay Slaskeall 53sa e Bale g L) (5l
Wiasant of i€y al) 2Ll il s3e DA (e 2 WY 835a (b &3 A8y (IS, 8l Lgie las A
bl Jalas aladnal LYY hai) Glus 23 L saley «(Smoothness of Earnings) )il
il e Alilaall o ge uaill (Sa Auia) 858 (53a o Z LYY i (ae e 58y sl
(Francis et al., 2004, 980) : Y
Variance

Smoothness = ,
Mean Earnings

hsie o) O b -lehusie don 7 LY ils o (uliie ¢ (Variance) ool o Cus
s WY1 ol el (Kasg L Baaad) diejll 55all DA Lawssiall 7o)l 2 (Mean Earnings) £ L)Y

s AV Alalad)
) (E;— E)
Variance = ——
n—1
sold
Al 8 (alieY) e agid) U A L) 2L = E;
¥ g, = E
cSlaliadl e = n

Sz el agn ) e lae hhinwl ST~ LY il LS (3 Smoothness oS LS
e by Aolie¥) e agull Jd Jaal ilas by e Joanll 28 285 clogleall o) 5350
L ddge o lgle Jseanll (Ko Al duhall die GIGA (daall (i) dpebial) cliluall (e dgin
AW 33 Ghal) (3gm
Bl Saadl e G Slanlis dep ngu¥) gy ehd ililes 35 o Budl 538 & Boud) Ao .7
e Jpanll Goudl A gl dal) o Jolaill pns asndiis (Kt - pgadl aas o Sl sl (g0
danal Lol alaliiy God) Agins (G20 Sy -d3all 138 L God) 3 Jlull Ll ole ydi5e
oLy Asadl Lally Jolaill aaa e Jsanl) & 289 o(Sarr & Lybek, 2002, 11) Jlay!
Adlall BHOU Ghall Bgad Aagiadl ulally Ehall G3al) i) il 52018 (e dagins @)
(MRP) 1laia) (S (Market Risk Premium) (sl ddaina jlalis sdle tiddnal) jaidl -z
A35le le UK yully Alaiyll Hlaliall dgalsal (g paii sl adlay (531 LmY) wlall Jiad
Les cag—a) paan e 55 ) Aalall lalaal) b GuSan gh . Slalaall e LIAY clagagally
) Alaina Hhlie 3dke Culuily AL (Blon) st B i) 3kad Tl T30 Lolans
Al e uld Kag Ll e WA e (63 2l Gyl (pe adgiall lall A3 lae S
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Gl pdige dile loany AW 3l Bhall G Ggal Aoy ) 28] gall dpalall culill)
Bevi Y9 Abs M @ 9 Jeabel gl 1 =

p Ay bl alaia) 2 (Ry,)
R, = M x 100
P_q
o)
gl Hhise Mle = R
sl Gl sd5e D) ee = Py
=1 sl 8 Geud) Hdge D) e = Py
dudl) & paiia (1) e
Sdinall iall
FN S piiall
MRP Gsad) Aaina jhlie sdle
AlBieal) & prial)
adsiall il ) Sasal i parial) &
+ RA DAY ¥ aes yhalaall Caiay 1
+ INF adcil) Y e asall 2
+ IR Al asll Sl e S e 3
- EG L@y gaill Jane by gaill 4
+ ER Gl CGpall jau Capall jauw 5
+ QI LY oils ilaglaall 535a 6
- ML L guall Al Jglanl) pns Bsedl) s 7

LOaaldl slae) e il

AL LS Ghal) Byl cams )l wisall (o Gondl s DI laad o Jganl) 5 g
oo SR el ialall Gl aas 0 Y (MRP) Gs—ull ddaine Hhlie sdle e Jy—anlly
il )l G ledle Jy—anll &5 S Al @ligd) o 5l e die a3 (Ry) Shlad
A Ll Aladiad 5 Geall Hhalie ske Gl g ) Sl liasy el (554
MRP = R,, — R¢
: b LS (MRP) Gsud) daine halia 320a] Jlaai¥) dlilae delia Ko 4ile
MRP = By + B1.RA + B5. INF + B5.IR + B4.EG + Bs.ER + B¢.Ql + B,. ML + €
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zisaly) i Lagia tlaalu

Aot al 2w () 2 3gaill want B Jon Joalds a9 z39al) i dumgian Sl )
Dbty radall asil HLas) Gy ecais el dsle o el sl Shliesdle 8 5 ol
t ol LSy Al il el Judlaad) 4 )i
skl sl s L1

EViews 8 lall 48l _asy) Laapnll 4038 Al (Jarque-Bera) hu _<hls jlad) aadsn o)
t ol LS bl il ¢ andal) pysil) s Badinal) i puaiall ColS 13 dd jaal

bl sl LIS mALS (2) Je

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

EViews.10 Lasey clayie Lo alaeVh Gialll sla) 1 jaeadl)
als @llg ¢ cmnlall aigil am saciedll il of ) (IB) barebls jlas) a5 juds e
-(0.05) 2xnall Liginall (s5ine e 23 A (Probability) ded (e
ALy jladl .2
13) Lok 48 el llyg sansll 53a1 (PP) Ggom sl (ADF) aesall st (S0 (g)lis) aladiul 3
Al Ll Ay Byee o5 gy cJsY) A i By mraaal ol (g5l die Bjiase Aludud) il
(A1 clal i) ey (plaaV ) S LllaaY) dedl) (i il (3) dsand) s
Schwartz Information ) <lasleall 3l & jluaa iy dnuliall clady) 520 Joh :ADF @
.(Criterion
Lol e waad daph ahds uly Gkl Jalsill 4a))LS (Bartlett kernel) dapk olaai ) ;PP @
-(Bandwidth) dall aye wasil (Newey-West automatic)
Cip—all e (IR) 33 Janes (RA) Lhalaall e Hoiil) (e IS o (3) dsaall 3 Laadllly
Led ¥ @l 33l vie Bjiiane raa L3S (Level) (ssiwall vie ey diia) Jdw o (ER)
4 zsaeal) Liginad) (gginse (g0 5SS g (ggieal) die AdlaaY) ad Y &lldg ¢(First Difference)
agid AdlaaY) ail) ol cpm B e dsV) Anpall e AlalSie LD Ll b3 yiatd il (0.05) L
g ginal die Byiiue Ll o Ja Les ¢(ssiaal die ia (0.05) Digiedl) (s5iene e i il
@Al dudlw dphinaly cdadlal) Gams Al pae ol dlld Lo 3lig . jiaa Al e AlalSia b
S V) 7 3gal dumgia alaiel Byg 5 in e Laa cCanall Clpiie JalS5 Ay 8 CDAY) g
-(Autoregressive Distributed Lag)icjsall duiajll <lgadll
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conennenee Blys W B2l Houw Albazo yblio d9lle Wisaxo
AoSx0 9 oS0

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

Variables ADF Test PP Test Integration
Level First Diff. Level First Diff. Degree

RA 0.0571 0.0034 0.0675 0.0000 I(1)
INF 0.0258 - 0.0269 - 1(0)
IR 0.6478 0.0000 0.3180 0.0000 I(1)
EG 0.0048 - 0.0133 - 1(0)
ER 0.7730 0.0002 0.7617 0.0000 I(1)
QI 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 dumay cilajie Lo slaeVl cfiald) slac] @ jaeadl)
ebill) AdBlieg g agaiy) el lasls

ols—d slire o sylia) 23 N 2 35a) S CARDL dingie aladi aly z35a) 5 any
& Ay eladyl i Jasy (g3 23 5«1 58 (SIC)(Schwarz Information Criterion) csleslaall
sz 3sa) Slades @il (4) Jsaad) s 314(3, 0, 1,0, 0,4, 0, 0) daally dliticadl) i)
238 .Gyl dlaine Hhlia sdle b AlE )l cilpaiall saaeially saliall cil sl aedl A4 solad
a3l DA e i) Jal) Aghally 530 adll Gl moagil oyl aga < il
(3o zealy 1305 oz 35a) Ligine ) 5 F selian) dagd of (4) Jsandl (o Jaali 3] gy Aagipall Uadl
Jalaa o) gy LS ¢(0.05) 4 7 gacsal) Liginall (551wsn (3o il L Aailpal) Ldlaia V] dadl) ()5
Chpal) e (%73) oo AT dias L a2 39a) G ina 1385 ((%72.9) (g5los zeaaall sl
Gan Al AL Alai®Y) clplal) aes ) il plies o 3 L adied) el 8 Al alal)
g B Janag cpdcailly (plaliall cuiady i) Hhlia) sdle e Al cilpite o ela
Al slady) i e sl sl gadl e sly (o) Adaina hlaa sdle (A ig Ciyeal

Gob o da) dlish )5 ABDle sy re i e JalSS ADle 25ng L) e Lok
G aganl) las) &3 o aag s (5) dsaad) A ze—ase LSy ((Bound Test) sl i)
oo ST F selan] dad 05<0 @lldg ¢ Aligh dilss ale g el i e JalSs 35n9 (M e
Breusch-) jlaal) alasi ol 5 Jadaill g b 555 e aShlly L Agieall ciligi e auand (gslell aall
Breusch-) [ladly ¢ Al will bla V) A< de 5LaaY (Godfrey Serial Correlation LM Test
Dbl ¢ AN BaLa ¥ sy (Q-statistic) LLidls ecplall Luilad are ,LiaY (Pagan-Godfrey
Breusch-Godfrey Serial ) jlad) g5t of (6) Jsaad) 3 2aadls 3 . sl dpaada SLasY b dlla
A Al Ll aidl) oY ¢ Labual) Ll V) A4 3ga9 a2 ) i (Correlation LM Test
LY A b dgag adey ABE aaell A8 ol ) (5350 Lae (0.05) dusinall (giise (o 25
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erenenene DWW B2l Souw Abixo Jblxo d9lle Wlsaxo 7
Aox0 9 Aosxo

¢l Luilat are ASSa 39ag 220 ) (Breusch-Pagan-Godfrey) jlos) gt juds LS e ladoall
(ki) Guilay AL aed) A b Jod ) oysn s (531 0.05 (e ST Alaia¥] aidl) (€ e
Lonada Ly oUadB o ) D ebls JLis) ded udig

Js¥ zisaill ARDL cilalea i il (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
QI 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 a0y clajia Ao alaeWh il slae) t jaadll
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Js¥) isaill dlidial) Jalsil) il (5) Jsaa

Values Decision
F-Stat. 4.4962

10 2.7300
1%

I1 3.9000

10 2.1700 Reject HO at 0.01
5%

I1 3.2100

10 1.9200
10%

I1 2.8900

EViews. 10 Laay Glade Je alaeWh ofald) dlae) : jradl)
Jo¥) g isaill 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 Laay Glade Je alaeWh ofald) dlae) @ jradl)

Aalall Jalail) g b g ot s el il JSL ) ez 30al) A cpiy Gras Laa

UERINEUFNIUR. FLYON: JCH INPORUET- . UM TC S A YRR REHY, JEILL PRI NG
Cilales & z35a) Slalaa el o Y e 31 (7) dsand) 3 LSy caghall oy o ail) Ja)
o 8 4l BdlaaY) Al (Y ¢(gsiea sa (CointEq) Uaall s i alra (o Jaad Ll LS ¢gine
e graaidll JaY) il SV (e onai agag M) (0.36539) 4iad jeing S 0.05
L iy Ja¥) dash O3l e lihai) e %36.539 of ixe 1385 .(0.36539) o ey
e %36.539 maars 41 (sl e Tam 2l OIS 1Y) (AT Bl (i ) diie) B2 S
Sl el b clera o il ciiaa 13) (6 O35 ) dsall A iy IS a1
(Sl 5l gdl) allatll (i cz 35aD Wiy pigiall ol radall Lalgiose (s g paall ol puaiall il
st Jalra dad Oy sl g pe 3l Alls () Ly il auat 3503 om s A1 ey
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ol Ll (A oy cAllall 038 3) e Baa IS 8 ramail 13 Aoy ) e (CointEq) Uasl)
sl Y Bagal) 8 gyl plaill (IS ¢ ST il Jalaa dai
Js¥) gisall yuadl) Ja¥t) Uadl) asas @il (7) Jsas

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 Laay Glade Je alaeWh ofald) dlae) @ jradl)
Jo¥) zasaill Jaghall Ja¥) Unil) 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
QI 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 Liaay lajia o alaeYl Gialdl sl jrad)

o Al iyl Gand (gpina Ll G ) (8) Jsaall b Adlan) daill il e
O 8 60.10 xie ,aV150.05 sie le—anss 0.01 wie lg—any ¢daghall JaV) o adiadll yuadl)
i) hnd) o dsaall ey gsine e 4l (e (ML) (QI)s (EG) e 0 IS 62
Jishall JaY) b Liginas 850 (ER Cipall jausg ¢ IR 33Ul jes ¢ INF adcailly « RA ghladl)
< il Gl Atas Jhlia sdle of (I s @3 a1 cdlail) culadgill ae dadlgie chlabs
Jilas die chariall 38 dls Gaeal 2S5 daiil) sda Ly pei waall @lsl g (ASH DL aBY) Jalgrs S
AW Glou) 8 hlad 5dle Ay

TANMIYAT AL-RAFIDAIN (P-ISSN: 1609-591X; E-ISSN: 2664-276X) (v 91 J| auoii

200 pp- (184-203) .yo (March 2025 ,15] <No. (145) ¢ Vol (44) 2w



él)gw V=)l Yo abbaxo ,blxo d9Me Widaxo
Aox0 9 Aosxo ;

clasially clabingy) ;L

Glaliiiuy)

O G paicadl) (of 3 edad giall Andiall duplai e lalial) sdle ciladae 3l ) i) il s
Aobae uSar @Al Y1 L lalaall Jas (e pgamagel dadine Blga (salllay aginiia malaail (gnany
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