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Abstract: This research aims at knowing and studying the possibility of applying modern
theories in the field of securities portfolio management, by attempting to clarify the
contribution of the theory of investment diversification in the risk of exposure to financial
assets involved in the composition of the portfolio at a certain level of returns and the
possibility of achieving an optimal portfolio for the investor. Using the mathematical and
statistical methods, the study was applied to the indicators of Arab stock exchanges (Kuwait,
Oman, Saudi Arabia, Muscat, Damascus and Abu Dhabi) during the period 2011-2015. We
concluded that international diversification achieves a better relationship between portfolio
return and risk when the correlation between the Arab markets is negative in addition to
extracting an optimal portfolio according to the investor's preferences.

Key Words: Portfolio, Diversification, Optimal Portfolio, Return and Risk, Arab Stock
Exchanges.
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235.214 |2019.007 | 0,1666*ADX+0,1666*DES+0,1666*MSM+0,1666*KSE+0,1666*ASE+0,1666*TASI | 1
381.942 | 3463.486 0,15*ADX+0,1*DES+0,15*MSM+0,35*KSE+0,05*ASE+0, 1 *TASI 2
74611 |1358.118 0.05*ADX+0,15*DES+0,1*MSM+0,1*KSE+0,4*ASE+0,2*TASI 3
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- Series: ADX
140 Sample 1/03/2011 2/08/2015
=T Observations 1014
100 - Mean 4195.610
. Median 4423 596
Maximum 5252.428
&0 4 Minimum 2596.578
Std. Dew. T10.8595
40 Skewness  -0.902203
20 | Kurtaosis 2810834
0 —_—_—— Jargue-Bera  130.0744
2800 3200 3800 4000 4400 4800 5200 Prabability 0.000000
<
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. Series: ASE
_ Sample 1/02/2011 2082015
804 = Observations 1014
eo Mean 1.057648
Median 1.040927
o d Maximum 1.511091
Minimum 0.734302
Std. Dewv. 0.128950
ol Skewness 07217231
Kurtosis 3.740691
B B e L e Ty L I e e e
0.8 0.9 1.0 1.1 1.2 1.3 1.4 1.5 Jarque-Bera 1136671
Probability 0.000000
- b “ B . 4
WJMJ}JJ&A}AL‘}Q s 23
280 ——
Series: DSE
240 Sample 1/03/2011 2/08/2015
Observations 1014
200
Mean 1185.233
180 4 Median 1221 241
| Maximurm A7TE0.750
Minimum FET7.3690
so | Std. Dew. 240.8115
Skewness -0.077880
40 Kurtosis 2 415302
o T T T [ T L — T T Jargque-Bera 1546914

1 1 T T 1 1 1
200 200 1000 1100 1200 1200 1400 1500 1800 1700 1200 Probability 0.000437
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Series: KSE
100 — Sample 1032011 2082015
Observations 1014
20 |
Mean 6725.011
a0 | Median G6500.049
Maximum 28429734
ao | Minimum 5649.019
Std. Dewv. TT1.7980
20 - Skewness 0.334355
Kurtosis 1.6¥5333
e | A S | B S
5800 8000 2400 8800 7200 TE00 5000 5400 Jarque-Bera 93.03101
Probability 0.000000
thodas oy a5 Wlee dlds -5
100 ——
Series: MSM
— Sample 1/0X2011 2/02/2015
20 Observations 1014
a0 | Mean 5.2889325
Median 5276004
am Maximum 65.551943
Minimum 4 357120
Std. Dewv. 0.585055
20 4 Skewness 0212112
Kurtosis 1.¥83395
O Tt 1t T Tt 1t 1 _!
44 48 48 50 52 56 58 60 62 84 a8 Jarque-Bera 70.135899
Probability 0.000000
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Series: GTASI

Sample 1/03/2011 2/08/2015
Observations 1014

Mean
Median
Maximum
Minimum
Std. Dewv.
Skewness
Kurtosis

Jarque-Bera
Probability

6.692164
6.1617832
1017668
4 250638
1.3201232
0.812242
2632175

A17.2117
0.000000
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Null Hypothesis: D(KSE) has a unit raot
Exogenous: Constant
Lag Length: 0 (Automatic - based on SIC, maxlag=21)

MNull Hypothesis: D(DSE) has a unit ro
Exogenous: Constant

ot

Lag Length: 0 (Automatic - based on SIC, maxlag=21}

I Jdlld ADF jslt Jgp Syl gl 102 golll

t-Statistic Prob.*
t+Statistic Prob.~
Augmented Dickey-Fuller test statistic -25.99462 0.0000
Test critical values 1% level -3.436593 Augmented Dickey-Fuller test statistic -14.95044 0.0000
5% level -2.864185 Test critical values 1% level 24365932
10% level -2.588230 5% level -2.864185
10% level -2.668230
*Mackinnon (1996) one-sided p-values
*MacKinnon (1996} one-sided p-values.
Augmented Dickey-Fuller Test Equation
Dependent Variable: D(KSE,2) Augmented Dickey-Fuller Test Equation
Method: Least Squares Dependent Variable: DIDSE,2)
Date: 04/20/20 Time: 16:08 pritiigiiivied el g
Sample (adjusted): 1/05/2011 2/08/2015 Date: 042090 qume_ PP,
Included ob 1 1012 after adjustment - s
neluded absenvations afer adjustments Sample (adjusted): 1/05/2011 2/08/2015
variable Coefficient  Std. Erer  t-Statistic  Prob. Included observalions: 1012 after adjustments
DIKSE(1)) 0802312 0030865 2500452 0.0000 Variable Coefficient Std. Error t+Statistic Prob
[« -0.168004  1.340202  -0.125357 0.9003
D(DSE(-1)} -0.362419 0.024241  -14.95044 0.0000
R-squared 0.400850 Mean dependentvar 0.028246 c 0.085296 0.201251 0.423827 0.6718
Adjusted R-squared 0.400256 5.D. dependent var 55.05171
S.E. ofregression 42 63376  Akaike info criterion 10.34514 R-squared 0.181202 Mean dependentvar -0.001822
Sum squared resid 1835814, Schwarz criterion 10.35487 Adjusted R-squared 0.180391 S.D. dependentvar 7.088752
Log likelihood -5232 643 Hannan-Quinn criter 10.34884 S.E. of regression 5.399499  Akaike info criterion 5.552291
F-statistic £75.7204 Durbin-Watson stat 2.018454 Sum squared resid 4136313 Schwarz criterion 6.562014
Db e chobictioy A AnnAnnA Log likelihood -3313.458  Hannan-Quinn criter 6.555984
= Mull Hypothesis: D(ASE) has a unit root F-statistic 2235156 Durbin-Watson stat 1.933935
Exogenous: Constant ProbiF-statistic) 0.000000
Lag Length: 0 (Automatic - based on SIC, maxlag=21)
t-Statistic Prob.*
Augmented Dickey-Fuller test statistic 371070 0.0001
Test cl al values: 1% level 436593
5% level -2.864185
10% level -2.5668230
*Mackinnon (1996) one-sided p-values.
Mull Hypothesis: D(ADX) has a unit root
Exogenous: Constant
Augmented Dickey-Fuller Test Equation Lag Length: 0 (Automatic - based on SIC, maxlag=21}
Dependent Variable: D(ASE,2} Statistic Prob.~
Method: Least Squares
Date: 04/20/20 Time: 09:05 Augmented Dickey-Fuller test statistic -30.64854 0.0000
Sample (adjusted): 1/05/2011 2/08/2015 Test critical values 1% level -3.436593
Included observations: 1012 after adjustments 5% level -2.864185
10% level -2.568230
wariable Coefficient Std. Error t-Statistic Prob ~MacKinnon (1996) one-sided pvaluss
D(ASE-11) -1.308419 0.029934 43271070 0.0000
[= 0.000224 0.000884 0.253095 0.8002 Augmented Dickey-Fuller Test Equation
Dependent Variable: D(ADX,2)
R-squared 0.654184 Mean dependentvar 6.71E-06 Method: Least Squares =
. ate ime:
Adjusted R-squared 0.653841 S.D.dependentvar 0.047812 B o oy Ti0B20 14 210812015
S.E. of regression 0.028130 Akaike info criterion -4.301962 InelLaed bs anvatians: 1012 afer aduUSImEnts
Sum squared resid 0.799228 Schwarz criterion -4.292239
Log likelihood 2178.792 Hannan-Cuinn criter. -4.298269 Variable Coefficient Std. Error t-Statistic Prob.
F-statistic 1910.625 Durbin-Watson stat 2.032661
Prob(F-statistic) 0.000000 D{ADX(-1)) -0.963795 0.031447 -30.64854 0.0000
c -1.586505 1.454578 -1.083251 0.2790
Null Hypothesis: D{MSM) has a unit raot R-squared 0.481874 Mean dependentvar 0.008442
Exogenous: Constant Adjusted R-squared 0.481361 S.D. dependentvar 64 65408
Lag Length: 0 (Automatic - based on SIC, maxlag=21) S.E. ofregression 4656166 Akaike Info criterion 10.52141
Sum squared resid 2189668. Schwarz criterion 10.53113
t+Statistic Prob.* Lag likelinood -5321.832  Hannan-Quinn criter. 10.52510
F-statistic 939.3333 Durbin-Watson stat 2001788
Augmented Dickey-Fuller test statistic -28.47644 0.0000 Prob(F-statistic) 0.000000
Test critical values % level -3.436593
5% level -2.864185
1005 level 5588230 Null Hypothesis: D(TASI) has a unit root
Exogenous: Constant
N Lag Length: 8 (Automatic - based on SIC, maxlag=21)
*MacKinnon (1996) one-sided p-values
t-Statistic Prob.*
Augmented Dickey-Fuller Test Equation fugmented Dickey-Fullertest statistic 1108822 0.0000
Dependent Variable: D(MSM,2) So6 level 5864210
Method: Least Squares 10% level -2.568244
Date: 04/20/20 Time: 16:01
Sample (adjusted): 1/05/2011 2/08/2015 MacKinnon (1996} one-sided p-values
Included observations: 1012 after adjustments
Augmented Dickey-Fuller Test Equation
variable Coefficient Std. Error t+-Statistic Prob Dependent vVariaole: D(TASL2)
Method: Least Squares
Date: 04/20/20 Time: 15:47
D(MSM(-1}) -0.890515 0.031272  -28.47644 0.0000 e oty T e 11 2082015
c -0.000556 0.007642  -0.338715 0.7349 Included observations: 1002 after adjustments
R-squared 0.445332 Mean dependentvar -7.67E-05 variable Coefficient Sta. Error t-Statistic Prob
Adjusted R-squared 0.444782 S.D. dependentvar 0.070089 Py pa—— EPETy— Pr— oooo
S.E. of regression 0052225 Akaike info criterion -3.064521 Dot 2y oESazdy 93Isssl ihosEsEz oooos
Sum squared resid 2754768 Schwarz criterion -3.054798 D(TASI2) 2} 0519726 0142141 3 656403 00003
Log likelihood 1652.648 Hannan-Quinn criter -3.080828 D(TASIC3).2) 0326833 0127082 3044888 0.0024
F-statistic 8109075 Durbin-Watson stat 2016750 3?:2:?;;;; g ggg;g; E ;;;?1? g gg;f?i E ig;z
Prob(F-statisticy 0.000000 D{TASI6).2) -0.046715 0080435  -0580777 05815
D(TASH-T)2) -0.184419 0.064748 -2.848261 0.0045
D(TASI-8).2) -0.326790 0.048269 -B.770152 0.0000
D(TASI-9),2) -0.393815 0029388  -13.40044 o.0000
c 0.004570 0.004768 0.958454 0.3381
R-squared 0.702060 Mean dependent var -4.95E-05
Adjusted R-squared 0.699056 S.D. dependentvar 0.274142
SE. ofregression 0150380 Akaike info criterion -0.940265
Sum squared resid 22.42618 Schwarz criterion -0.886408
Log likelihood 482 5427 Hannan-Quinn criter. -0.919798
F-statistic 2337524 Durbin-¥Watson stat 2.008951
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