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Abstract: The study aims to estimate the relationship between return and risk in the Iraqi
stock market during the period 2017-2021 for the purpose of studying market sensitivity
(systematic risks and irregular risks). As well as studying the relationship between return
and risk using the study model, and for the purpose of achieving the objectives of the study,

we developed the GARCH model. Where monthly data was used on the closing prices and
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the previous closing price of stock prices for the Iraq Stock Exchange covering the period
(2017-2021). The study sample consisted of a monthly data set for a group of banks listed
in the lrag Stock Exchange; the study reached a set of conclusions, the most important of
which is that there is a direct relationship between return and risk in the Saudi stock market,
Also, the best model for the Iraqi market is the GARCH_M -MEDAF model. When making
any investment decision, the risk factor must be taken into account, and the research
concluded with a set of recommendations, the most important of which is the need to work
on permanent updating of the information published in the financial market, and
disseminate it to everyone so that it can be used effectively and at the lowest cost, It is
mandatory to review and analyze the periodic bulletins of the shares to be invested in to be

a good choice.
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Dependent Variable: Y1

Method: ML ARCH - Normal distribution (BFGS / Marquardt steps)
Date: 10/10/22 Time: 10:20

Sample: 2017M01 2021M12

Included observations: 60

Convergence achieved after 24 iterations

Coefficient covariance computed using outer product of gradients
Presample variance: backcast (parameter = 0.7)

GARCH = C(3) + C(4)*RESID(-1)"2 + C(5)*GARCH(-1)

Variable Coefficient Std. Error z-Statistic Prob.
C 0.081936 0.018903 4.334573 0.0000
R 39.10515 8.60E+10 4.55E-10 1.0000

Variance Equation

C 0.008677 0.004971 1.745416 0.0810
RESID(-1)"2 -0.104002 0.030236 -3.108963 0.0019
GARCH(-1) 0.296079 0.461865 0.641052 0.5215

R-squared 0.016599 Mean dependent var 0.104531
Adjusted R-squared -0.000356 S.D. dependent var 0.106852
S.E. of regression 0.106871 Akaike info criterion -1.594536
Sum squared resid 0.662440 Schwarz criterion -1.420007
Log likelihood 52.83608 Hannan-Quinn criter. -1.526268
Durbin-Watson stat 1.166630

Eviews 10 zabi_» e daicVh Ealill dlae) e : juaall

i se LAYl Ladaa) Lagad o dia GARCH(-1) il 73 saill cdlela o Lol odle ) Jsaal) JDA (g
J8) 4wl 028 5 1.166630 -~ Durbin-Watson stat 4ed o) <lAS aal g e B e sana &y ) jaiu¥) dag pb (e
ceUadW) AN lia o Frag g D pasial) G Jadl) Ll Y AE  dsa s p2e e Bl o852 (e

@il s adl GARCH residuals zasei (& sd (Sl av N cpn (16) o8 IS4
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Date: 09/09/22 Time: 10:28
Sample: 2017M01 2021M12
Included observations: 60

Autocorrelation Partial Correlation AC PAC Q-Stat Prob*

-0.160 -0.160 1.6102 0.204
0.051 0.026 1.7740 0412
0.034 0.048 1.8514 0.604
-0.130 -0.122 29794 0.561
; : 49609 0.421

-0.036 0.019 5.0487 0.538

0.157 0.159 6.7865 0.451

0.003 0.026 6.7873 0.560

0.010 0.043 6.7943 0.659
10 0.051 0.027 6.9853 0.727
11 -0.201 -0.172 10.063 0.525
12 0.080 -0.020 10.555 0.567
13 -0.227 -0.242 14651 0.330
14 -0.094 -0.207 15.360 0.354
15 -0.004 -0.132 15.361 0.426
16 0.082 0.144 15927 0458
17 -0.164 -0.212 18.263 0.372
18 -0.099 -0.078 19.133 0.384
19 -0.088 -0.094 19.833 0.405
20 -0.094 0.016 20.653 0418
21 0.063 0.061 21.033 0.457
22 -0178 -0.160 24125 0.341
23 0.059 0.042 24476 0378
24 -0.053 -0.073 24763 0419
25 -0.012 0.027 24777 0475
26 -0.008 -0.136 24784 0.531
27 -0.052 0.001 25.086 0.570
28 0.081 -0.100 25852 0.581

WO ~NDMEHWN
o
Py
~
gy
o
it
W
m

*Probabilities may not be valid for this equation specification.
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24
Series: Standardized Residuals
20 - Sample 2017M01 2021M12
Observations 60
16 4 Mean 0.0734@2
_ Median -0.334404
12 Maximum  3.174320

Minimum -1.263044
Std. Dev. 1.004689
8 Skewness 1.836260
Kurtosis 5.73889

4 ]
% ’_,—| Jarque-Bera 5247160
Probability ~ 0.000000
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