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Abstract
The research aims to provide a comprehensive and clear picture of the
theoretical and philosophical foundations of the Fama & French 5F model,
through which the factors and variables that can exert an effective influence
in estimating and analyzing the required rate of return and the mechanism of
their interaction are diagnosed, followed by foreseeing an objective empirical
model capable of determining the nature < value and direction of this effect in
a sample of companies listed on the Iraq Stock Exchange for the period
(2005-2021) and according to the Panal Data, quarterly, By adopting the
methodology of what is known as the Autoregressive Distributed Lag (ARDL)
model, which explains the nature of the effect in the short-term (error
correction model) as well as the long-term, in addition to what it includes
from standard diagnostic tests such as the autocorrelation test for residuals,
and the test for the instability of variance , as well as conducting the model
stability test (structural stability of the estimated parameters) and the
cumulative sum of residuals test (CUSUM).
The research reached the possibility of the Fama & French five-factor model
by adding risk factors to the traditional model (CAPM) for pricing capital
assets represented by (beta factor, volume factor, book value factor to market
value ¢ profitability factor and investment factor) to explain the changes in the
required rate of return, where the size factor, the book value factor to the
market value« the profitability factor exercised a positive impact on the
required rate of return in the study sample companies, while the investment
factor exerted a negative impact on them.

Keywords:
Fama & French Five-Factor Model, Capital Asset Pricing, Required
Rate Of Return.
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g JS8 el Slall Jane® agadd) 035=(RI) dplaiaa) dlainall Cisllaall Slall Jane
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(HEal) dasdagil) cfpiial) Y
sy S35 (RMF) Lild) Gl 3hall Gswe shlie sdle e iy silly 1 Gouadl Aabas dile ]
Aalaal 3855 Bouadl e Jane Vsl alag) DA e llawlll Clagagall yaas z3sad b ela WS

( Ayub, et.al.,2020,1-16)«(Subroto & Setyawan,2021,208-214):4aY!
Pyt — Pyt 1

R. =
" P4

g e
AL BhU hall (g sdser dle e S35 (Boadl Aatne dle Jree : Rm
el (& Geudl dise: Py
t—1 55l & Goudl Hdige: Py g
: V) DA e (RMF) Ldld) 3H,500 Ghall (g hlae 3dle Aolae § i Cum
(Rp) Hhladl e JAI Sl Jaea = (Ryy) Gsed) Aains Sile Jaea =(RMF) Gsudl jhalie 3e
Fama & zisal Gy s lly «(SMB) asall dlaine vilas dic a3l tpal) Jale @
(Alquist & Moskowitz,2018,1-30),:45¥) cilshaall Pla e French
(Githaigacet.al.<2022¢1-16)
1Y) dasall 3y 48] aaa Ciles )
Gl b agedl ook agull 2ae = MVC 3S5all 48 50) dail
Rpypaall 5,8 Gl 3,50 A8 snd) Akl Wy Ry aaall Sa l$s ) @l Cagss LY
Dall aaall Gus spaall GAGEN ) ASEN 48 sl Aaill g Ry aaal) syl ClS)al) Chiaat LY
Rgp Sl aaall Cus Braall IS, alls (R
Dall aasl) G 5l GIKEN L) A0 A8 sl dekll By Ry, anall 5l ClSHal Caii L
Rpp 8l aaall s 508l IS8l Ry
YY) Aaall Gy A5 Jabladd) (p Gaudll alad DS (e paall dale Qs 0
sMB = Bsst Rsb/2 _ Rps + Rbb/2
S| TN
GlSHal agall) @l Jdlaall Mlge aaadl S AL agall) @l Bilaall Ml o @4 :SMB
aaal) dale Jialg caaal) gpiuall
el aaall Gus Brall AN g cld Aaiad) dle iR
oSl aaal) Gu spial) GISGEN agad < ddaisdl Nile iR,
pial) aaall Gus 5l GISGEN agad <) Al Sile Ry
SU aasl) Gun 5l AN agud 53 ddaesdl Nile :Ry,
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Fama & French Ghyﬂ Wy Cenag o(HML) dasdll ddadas Sile (o juay (53l tdadl) Jale O
(Bahraini,et.al.,2021,839-847) :4a¥) clghaall A (1
AV L) Guds PR e A$E) el Gles L)

sl 2 i8] 2ol
- = dgal) dadl) ) &ydall dadl) s
pgeall 438 guall Aol
Al Ay S g A8 ) Al ) i) Al Al iy R Al Amiiia ) IS, i LY

Ry,
Laidiall AN ) A gad) Aaill ) A aal) el duwail Gy R) Al Lumidiall ulSyal) Chuess ¥
Ry Andiye daidl) Cun cdmidiall ClSHEly ¢ Ry daidie dadl) Cus (el
iyl AGAN LY Adgnd) dail) L)) Aupaall el duil Gy Ry el daiipell cilSHa) Chioas L
Rpp dakie Ladl) Cus cdaiipall QSN ¢ Ry daidic daill Cus cdaidl
GV denall W, AKE) Bilad) o Godll ol DA e dedl dele les
(Yang,et.al.,2017,1307-1319)
ML = Rut th/z _Rn + th/Z

o) Eus
OIGAN gl cld Ladlad) Silse s Aantll dadipe ISGEN agul) @ld Biladll Ml o Gl :HML
)l Jele Jidig ¢ dasal) deadiiall
Amidia Adgud) daiil) L) A g8al) Aakll Gus Al Lcmidiall cSHal Aainall Sle :Ry,
iy b gadl Aail) ) Al Aadl) Cus il Aaidia) GISHal Asisdl Sle Ry,
Aaiiie A ged) Aail) ) Aol Aadl) Cus il duityal) cASHal Alkisal Sle Ry,
Andipe g gadl Aail) ) A geall Aadl) Cus el dniipal) ISHal Asisal Sle iRy,
Fama & French g3sel Wy casass o(RMW) duao)ll dlatas dile (0 ey silly rdiagl) dale &
(Koroleva,et.al.,2021,1-19): b L
A dapal) e ol 45580 dumyy Olas L)

Jaall dla
————— = A8l Ga e diladl Jans
ALl 3a
dadipe QlS)he ASll 3a Ao Nladl Jandd Wiy R, da)ll dmidie GlSHd ) @lSAN Caan LY

Ry 4l
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L)l Acaidial) AN ) ASl) 3a e Gl Jedd Gy Ry, doss )l caidial) S0 Cauoss Y
Ry Aniipe doanl) us Lol didiall ClSHally ¢ Ry, daidie oas)ll Gus
L]l Zaitiyal) SSaD ) S 3a o bl Janal Uiy Ry, dusa )l dndtipal) Sl Chyias L
Ry Briipe ) Cum Gnl) daityall U ¢ Ry it Al S
(Fama & 4sY) Zapall Uy A<ad) Jblad) cn Gol) slayd DA (e syl dale Gl .0
French,et.al.,2017,441-463)
RMW = Ryw + R‘,W/2 _ R, + Rrr/z

ol G
AN agadd 3 Labladl) Moy Lml) dndipe AN agad ld Liladll lee G @R :RMW
Aoayl) dale I udg cdosa )l daiaial)
coatiie ASL G e Nl Jaee Cus sl dmiiid) GlSHaN agud il ddaisd) Nle iR,
caiiye RS g o dilal) Jaes Cus o)l diniial) GlHAN agd ) Aagad) dile iR,
coaidie AL e e Sl Jare Gun clon )l Aaii el AN agd ld Aaiad) Sile R,
ceiipe LSL g o dilal) Jaes Cus Doayl) dnityal) lSHEN aged 3 Adatadll dile iR,
o Fama & French G'ay.'& Wy oy ¢ laiin) dladne dile (o a3y 1 L) Jule .z
(Dirkx & Peter,2020,661-684) :aay) clghall M
A0V Aapall Wy 45,80 Hleita) ilea L)

= Clasagall b léinad saill Jaea
Alud) Dl & asagall g gana i

ClSHds Slasagall b LU gall Jaadd g R, Jleind) diaidie CilS)a ) IGAEN Cavieas .Y
R, i) daiiye
Aaiiie SN ) lasmsall b LDl saill Jaedd Wy Ry L) daiiial) l€)al) Cagieas Y
Rac giie L) um L) daiiio GIGAEN ¢ Ry, abdie ldinY) dua lénay)
il AN ) lasmgall (8 LDl sall Jaedd Uy Ry i) daiyal) lSyal) oo . 8
Rpe Anitiye SLeial) Gua L) daiiyall @lSGalls ¢ Ry oatdie [leia¥) Gus i)
V) Aapall Gy A0aal) Jdlaall G Baudll sladd DA e i) dale ileaa .0
cMA = Raat Rac/2 _Rea t Rcc/z
ol s
Al agad 3 Lablad) Sisey HLdnal) dadipe GIHAN agud @l Liladll Slse o Gl :CMA
lia) Jale Jidig ¢ L) daadaial)
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comiaie Slasasall 8 WU gaill Jaes Cus ¢ L) Leasiial ISAN Al Sl iRy,
e Slagasd) LD sall Jaee G L) daziiall ISl Al Sl iRy,
cpaidie Dlagasall (B LU salll Jare Cus Gl dadipall GISALT Adaiadl) Nile R,
ey Glasasall (A LI saill Jaee das LAWY daiipall GISED ddaiaall Nle iR,
. (Roy & Shijin,2020,2020,1-4)(Xia0,2022,79-101)
) LsBlag aadl zisast) ks sLsl
A2l AN (e due 8 Fama & French SF z sy Gy Cosllaall Silall Jane Jilaty sl
el 5 clggtn ol Candl gl ) Likg (VoYY 0 e0) sadll AL GhsU Ghad) (o b
(ARDL) go—al) sl daidll I3 laaiVl #3sail dungia
: sk WSy (Autoregressive Distributed Lag)
Sala lajglas ases gV i) 3g0a e Auhall i) cprial del) Judld) anal fkas
DY) A g ladialy Bgaall Gandl il piie o i) QoS HLas) dag i il 338 ¢ S G )
<weadiul Panal Data <Uly () (Pesaran et al. (2011) 4.8 (3ll ARDL 4iajll cilsaall 53
ARDL z3sai cilaaliad ddaine TA cialy Al Lidlaal) crendinly chilaal) ol
idlealll Clasasall s zasal dibeailly Call Chaa® i A gl AulSa) slat A
8 Aslall i) bl dieill Jedlad) 4)basy Phillips Perron (PP) i) slael & «CAPM
O Al ¢(Y) Jsand) A dadils camyal ) (V) JSEH 8 Al agensl) giniag LSy Bpaiall o 3Lail
Jele (RT L) Alainall Cigllaal) ilal) Jane) cilyuiall poend Lilias!) Lgunall 2l o) DA
L cueng (CMA L) dile « RMW Zas)ll dele « HMLAe@l Jale « SMB 4S5al) aas
Sl an dgag elgn (ssieall die AdlasV) Lgiigine «0.05)) Al sla ol ) Prob. ad ieSe
il Cus o] S RMF Goedl shlie 50le yaiia slifinls - Lagisns sl (sia) oladly Cul s 3535 ae
Prob. 3 dad slawi ol 3 clagigns ol e oladly culd an 3gnsis il ax Ssagey o) Bl xie )
LB 1 e vLv0 ) als
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T AL
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&
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EViews 10 zmaliyn mitn Ao alaeWh cpfiall) sae) (e 1 jaadll
Al cfpatial duiajll Jedlaad) ciliby 485y Phillips-Perron (PP) JLad) gl (Y) Jgaad

Level First Difference

Variables None Intercept ;l;l I;:geﬁlt None Intercept il;l l;f:gef;
(RI -10.9084  |-10.8652 -10.7963

Prob.) (0.0000)  |(0.0000) (0.0000)

RMF -0.84663  |-2.11623 -3.14782 -7.39930 |-7.37956 |-7.3001
(Prob.) (0.3455)  |(0.2391) (0.1040) (0.0000)  {(0.0000) |(0.0000)
SMB -10.1989  |-10.2833 -10.5346

(Prob.) (0.0000)  {(0.0000) (0.0000)

HML -7.45527  |-7.82290 -7.82826

(Prob.) (0.0000)  {(0.0000) (0.0000)

RMW -7.83618 |-8.09212 -8.23071

(Prob.) (0.0000)  {(0.0000) (0.0000)

CMA -4.15865  |-4.17526 -3.93138

(Prob.) (0.0001)  {(0.0015) (0.0159)

. Eviews 10 zmaliy cilajiae o alaeYh odiall shae) (e jradlle
dil 5 (5%) Lisiaal) (g5iss 2ic (PP.) JLasY (P-Values) Liginal) bgisall Jiai (ul g1 on 26316
Eviews 10zl (anAutomatic selection of maximum lags J 2liwyb cUasY) 8538 slaicl Se

«SMBasall dale) il clysaiall g 480l oo Al (Lags) o) elay) iy ase saanl

Ailall Jaras e el il usially (CMA i) dale ¢« RMW Zia)ll dale « HMLAw! ke

Akaike ) e slaie) 5 ¢(RI) duhall die £all Gl agad (e Goisall Ljlein) dlataall Ciglladll
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zisal o S5 cels Al oY) JSAU 8 anils ol (53l dInformation Criterion (AIC
sl 53 ey Cus (Y6)) On ey alas Al Galad e 3 dia3l) clgadll S laasy)
Al Shysiall (V6F) 5 ol el (V) 5 el

clysidl Cp (daY) Absh )l Al dnsdl JalSill Gle axe ol Gle (e B Caagss
CMA i) dale (RMW dayyll Jele (HML dall Jale <SMB aaall Jalay dficiall doa gl
L Ldhal)l GIGAN agad (e Agiadd) Ljlenny) Uasaall Cslhadll Nlall Jaees Jicial) adieall jiially
¢(RI) dud )
(AIC) Ll Uiy a3l slaly) i ase jLasl :(Y) Jeal

Akaike Information Criteria (top 20 models)
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{(EViews 10) gliy gt J) alia¥l odiald) slac) (e 1 jtaal)
Gl axe eg(T) dsaadl 8 dayadl aails @St g3 (Bound Test) asaall jlad) slael
gs—inaa dic¢(RI) adinall juaially apiagill lyaaial) o adad) Jalsal)
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g asail Cipiia Gu djidall Jalsill (Bound Test)asaad) jLad) ailds :(¥) Jgaa
Fama &French 5F

ARDL Bounds Test
Dependent Variable: D(RI)

Selected Model: ARDL (1 11 3¢ 3)

Case 2: Restricted Constant & No Trend
Sample: 2005Q1 2021Q4
Included observations: 65

F-statistic 71.44035 Sign. Criticlz(l)l ;;lll:lfifounds 11 Bounds
K A 10% 22 3.09
S% 2.56 3.49
2.5% 2.88 3.87
1% 3.9 4.37

(Eviews 10) gl gt ) 2lial odialll slae] (e 1 jaal)
ginall (1o (ggiaal) 138 die Llell dajal) dg0all Liguaddl Fdad cijglad ¢ua <0.05 Ligins
bl chsie Gu JaY) dligh 4l ADLe 35y (e 4de I Ly bl duajill Jod (S L sy
dngie alaie) &5z gal) Chyia cpdaii ) JaY) Sadll B ) Jsrally canii Lad Yl
s ¢(£) Jsaall 8 asils cacare (I (Error Correction model) (ECM) Uadll mom s 350l

tCSe
Fama &French 5F zisa¥ (ECM) Uil aaual diagiay Ja¥) ymad clpaiall :(£) Joan

ARDL Error Correction Regression

Dependent Variable: D(RI)

Selected Model: ARDL(1¢ 1¢ 1¢ 3¢ 3)

Case 2: Restricted Constant & No Trend

Sample: 2005Q1 2021Q4

Included observations: 65

Variable Coefficient Std. Error t-Statistic Prob.
D(CMA) -0.004626 0.002411 -1.918644 0.0606
D(HML) 1.071709 4.433610 2.403170 0.0199
D(SMB) 1.035852 0.011066 93.60569 0.0000
D(SMB(-1)) 0.139181 0.012957 10.74214 0.0000
D(SMB(-2)) 0.168505 0.011392 14.79099 0.0000
D(RMW) 0.042951 0.003077 13.95847 0.0000
D(RMW(-1)) -0.010764 0.003095 -3.478312 0.0010
D(RMW(-2)) -0.005711 0.002465 -2.316565 0.0246
CointEq(-1)* -1.417928 0.065358 -21.69483 0.0000

(Eviews 10) gl gt ) siaYl oialll slac] (e 1 jteaal)
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e U Gsthdll Nl Jaee 8 (SMB) aaall ddaine dila dic o) paall dale il digina @
¢(RI) duhl) due A8l Gl$al) agal (o dund) djlénay) dainall Cislaal) Sladl Jaray 4ic
O 4iad Cumidd) o)) Std. Error (g)lad) @l sage .00 I jals Prob. dad jslai ol Cus
Jalaag cddgaall lgiaid (e Lgiad eyl (3 t-Statistic Jlidly aaall dale Jalas daid Coual
Saiau Baaly s2ng e (SMB) aaall dale 3 sl of ) s (1.035) 8 s Jue
Fama & clagyh ae Gilgic ola Lo sag ¢V .0 Yo st (RI) Gglhall Slall Jaas e Lulssl
s aaall jhalae sdle & Alalad) eyl of (g5 g ¢l 1) dawyanll @ldyalls French
oo ol cligine ) rall G (aps Alial padidl (SMB) aaall dale lgusa;
Costhadll el Jaea (3 st slat¥) g Allae s ) astie 3l ISal (e hlad)
A(RI) 2yl daisall
el Aal) Jele 0 dugiaa t-Statistic loal ¢Sy Std. Error jladls Prob. Jl ded i o
SIS gl (pe disal) dylenn) Aninall Cgllaall Slall Jase 8 (HML) Gl daine Silas aic
Dhes (HML) dedll Jale (3 yaaallé ¢(1.071) 038 (olaad Jae Jalaasg (RT) dashall dise 2.8)1)
e Wlsie ola e 29 ¢(V. VY ot (RI) sthaall Silall Jaese o lulag) (Saian saal Bang
s daidl) Jlalae sdle o) e sl Al dgia) ) ddulal) Cigadls Fama & French <))l
el Slgis ) sl @A (aye Al (e dieal Loy ((HML) dadl) dele Loy
Ll atsall Cigllaal) el Jane e Lola] 1l oylaie 8yl lSHEN (o Slaliall e
.(RI)
Vs glladl) Slall Jaes & (RMW) donyyll dlaine dilay die el L)l Jale 0 digina @
ki) @l suge +.00 1 jals Prob. ded jelam ol Cus o(RI) datsal) Sile Jaray aie e
) ) t-Statistic ladly Lyl Jdale Jalas dad Caad (o diaid Cuaidsl il Std. Error
Ayl dale & uall o 1 adg (0.042) 038 ) e dabrasy cddganll giad Co lgnad
ela Lo 525 ¢0.042 laias (RDusthaall dilall Jaase o bl (Saiaw 52a)g 8asg 3k (RMW)
G Alalall sl o by 3 el Sl dunail) @iluhally Fama & French cilag yl ae Ul sic
Bl CGEN (e ddlain) acaidl (RMW) dasll Jale LgaSas llg duns)ll Shalis 30ke
Coollaall 2ilall Jaa (8 dsds olay) g Allie s ) 358 (3sl) KA (e el Ciligina )
A(RI) &l dlainall
Golhad) Sl Jaes 3 (CMA) i) dhiae ey die ued) L)) dale il digina o
alaasg ¢0) v (g dicy ¢(RI) duhall due 280l SN agad (e daiaal) do)léia) dlaiaall
oS Basly Bang e (CMA) i) dale & sl of ) pda (-0.004) 8 b
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Fama & French cilagyh ge 3ilsie y2 585 ¢(0.004) )aies (RT) coglladl) ailall Jane e Ll
gl Al dayanlh caladally
ush CHlsl) olatls Ja¥) 5pmd DAY (o de o ooy (53 (CETr ) Uadd) s aa 0y @
ddee o ) ¢(Ausinally duldl) BISNg AU Tyl ciin Sllg o(-1.4179) anad Aalllly (o]
axall dalse cp Ja¥) dlighs Al e ) Jaglly sradll Jal) 8 Alalald) cYNRY) Jiaas
O ol sl Sl Jass (CMA) DLl (RMW) 4a)lly (HML) 4eills (SMB)
O3l Alls 1) sagall Aid) (e (1.4) Layd8 Aiie) 520 callaii (RI) ylatiaeY) Aaeasll
Lonpa il il paiall D laal 43038 a8 Y Jgeaslls ARDL dongie JleSin¥s ¢ a1 cuils (e
(CMA) L) dales (RMW) Lsyyll dales (HML) dal) dales (SMB) asall Jalay dliciall
Gk 5 Jashall (saall b (RT) Aoplaiies) Aainall Cogllaall silell Jaeay Jidiall aaieall puiid) 8 il
Wy ¢(0) dsaall b anils cumje lly oz 35l Cilpria Gn JaY) Alish ilBlall ARDL gz 3sa
tCsSe
Fama &French 5F g isal Jalgad Ja¥) dligh cpaiall (o) Jgaa

ARDL Long Run Form
Dependent Variable: D(RI)

Selected Model: ARDL(lc 1¢1c 3¢ 3)
Case 2: Restricted Constant & No Trend

Sample: 2005Q1 2021Q4

Included observations: 65
Variable Coefficient Std. Error t-Statistic Prob.
CMA -0.017447 0.003332 -5.235383 0.0000
HML 1.677425 6.563035 2.641488 0.0109
SMB 0.947455 0.037549 25.23224 0.0000
RMW 0.041651 0.005243 7.944556 0.0000
C -2.778812 1.459748 -1.903624 0.0626

0.0417RMW +2.7788-0.0174 CMA+1.6774HML+ 0.9475 SMB-RI=
(Eviews 10) zaliy gt ) sia¥l oialll slac] (1e 1 jaal)
Loyl daley (HML) dail) Jeles (SMB) anall daley Lalal) daarcagll ciyriall il digins @
Lad gt ol Cum ((RD) Aataall uslladl) Silad) Jaes 3 (CMA) i) deles (RMW)
Jalas dad Caal (e died cumidil g3 Std. Error ylas) ¢l suge +.v0 11 3als Prob.
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