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Abstract

The study aims to analyze and test the determinants of risk premium in
the Iraqi Stock Market for the period from 2005 to 2023 using the
Autoregressive Distributed Lag (ARDL) model. Quarterly observations
were used to build an investment portfolio for the overall market index
(market portfolio), as well as two investment portfolios (size portfolio and
value portfolio), each containing 14 companies listed on the market, as the
study sample. The study focused on analyzing economic, financial, and
accounting determinants such as risk aversion, inflation, interest rates,
economic growth, exchange rates, information quality, and market liquidity,
and examining their impact on three different types of risk premiums: market
portfolio risk premium, size portfolio risk premium, and value portfolio risk

premium,

The study's findings revealed that economic variables (risk aversion,
inflation, interest rate, exchange rate, and economic growth rate)
significantly influence the determination of stock risk premiums. These
variables serve as major determinants of the additional returns required on
investments, indicating their ability to explain asset pricing changes in the
long term. Despite the clear impact of these variables, liquidity and
information quality did not show significant effects across the three models.
Therefore, the study’s results emphasize the importance of macroeconomic
variables in shaping stock risk premiums. Consequently, economic policy
makers in Irag should work on stabilizing these variables to enhance investor

confidence in the market.

Keywords: equity risk premium, determinants, risk aversion,
macroeconomic variables, information quality, market liquidity, pricing

models, investment portfolio.
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