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The impact of the risk factor on the return of financial portfolios* A benchmark
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Abstract:

This study aimed to measure the impact of the risk factor on the return of financial portfolios for a
sample of portfolios in the Saudi financial market during the period (2021q2- 2023q2). The current
study relied on quarterly data with a totalof 9 observations for each portfolio. The study sample
included (Al-Emaar Portfolio, Al-Shujaa Portfolio, Balanced Portfolio, Al-Jari Portfolio, and the
Small and Medium companies Portfolio).

The results of estimating the static model for panel data using the Eviews 12 program showed: The
sign of the parameter associated with portfolio risk (SDD) has a negative sign and therefore had an
inverse effect on the portfolio return. Whereas an increase in the risk of the financial portfolio by:
100% leads to a decline in the financial portfolio return index by: 176%, It is a high flexibility that
reflects the impact of financial portfolio risks on their returns.

Key words :Portfolio, Financial risks, return of financial portfolio, Panel models
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Mean 0.027 0.023971
Median 0.0205 0.0293
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Skewness 0.43862 0.21044
Kurtosis 1.739586 3.06299
Jarque-Bera 4421614 0.339576
Probability 0.109612 0.843844
Sum 1.215 1.0787
Sum Sq. 0.010312 0.30012
Dev.

Observations 45 45
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Hypotheses F-Stat P-Value
H1 6.656546 0.000566
H2 1.065146 0.338986
H3 8.983515 1.71E-05
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Test cross—section fixed effects
Effects Test d.f. Prob.
Statistic
Cross-section F | 3.984957 4,39 0.0083
Cross—section Chi-square | 15.420461 4 0.0039
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Correlated Random Effects - Hausman Test

Test cross—section random effects

Test Summary Chi-Sq. Statistic | Chi-Sq. d.f. Prob.

Cross—section random 5.059465 1 0.0245
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Method: Panel Least Squares
Periods included: 9
Cross-sections included: 5
Total panel (balanced) observations : 45
Variable Coefticient | Std. Error | t-Statistic Prob.
SDD -1.76965 0.875595 | -2.021084 | 0240.0
C 0.071752 0.026076 | 2.751625 | 0.0089
Root MSE 0.068713 R -squared | 0.29206
Mean dependent var | 0.023971 Adjusted R -squared | 0.201299
S.D. dependent var 0.082589 S.E. of regression | 0.07381
Akaike info criterion | -2.251087 Sum squared resid | 0.212467
Schwarz criterion -2.010199 Log likelihood | 56.64946
Hannan-Quinn criter. | -2.161286 F-statistic | 3.217889
Durbin—-Watson stat 2.145414 Prob(F-statisticy | 0.015825
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Al O S #3505 1(1) @By gkl
Dependent Variable: Y
Method: Panel Least Squares
Date: 09/02/23 Time: 20:27
Sample: 2021Q2 2023Q2
Periods included: 9
Cross-sections included: 5
Total panel (balanced) observations: 45
Variable Coefficient  Std. Error t-Statistic Prob.
SDD -1.769650 0.875585 -2.021084 0.0402
C 0.071752 0.026076 2.751625 0.008S
Effects Specification

Cross-section fixed (dummy variables)
Root MSE 0.068713 R-squared 0.292060
Mean dependent var 0.023971 Adjusted R-squared 0.201299
S.D. dependent var 0.082589 S.E. of regression 0.073810
Akaike info criterion -2.251087 Sum squared resid 0.212467
Schwarz criterion -2.010199 Log likelihood 56.64946
Hannan-Quinn criter. -2.161286  F-statistic 3.217889
Durbin-Watson stat 2.145414 Prob(F-statistic) 0.015825
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Lagrange Multiplier Tests for Random Effects

Null hypotheses: No effects

Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis

Cross-section Time Both
Breusch-Pagan 3.640832 9.349603 12.99044
(0.0564) (0.0022) (0.0003)
Honda 1.908087 3.057712 3.511357
(0.0282) (0.0011) (0.0002)
King-Wu 1.908097 3.057712 3.323325
(0.0282) (0.0011) (0.0004)
Standardized Honda 2.655754 3.561245 1.318946
(0.0040) (0.0002) (0.0936)
Standardized King-Wu 2.655754 3.561245 1.265377
(0.0040) (0.0002) (0.1029)
Gourieroux, et al. - - 12.99044

(0.0005)
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