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Abstract 
This study aims at identifying the factors by which the stock risk premium can be estimated, this 
is applied on the Saudi stock market by usingthe panel data of 16 company, the monthly data for 
the period from 2013 to December 2016 is used to do the analysis. The study investigated the 
impact of each of the following variables: market risk, liquidity, market value / book value and 
earnings per share on the stock risk premium. 
The results of the study showed that all of the factors mentioned above, except the earnings per 
share, explain the change in the stock risk premium. 
Keywords:stock risk premium, panel data, market risk premium, liquidity, market value / book 
value. 
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Summary  
PP ADF IPS LLC Prob( 5%) 
0.0000 0.0000 0.0000 0.0000 PRI 
0.0000 0.0000 0.0000 0.0000 PRM 
0.0000 0.0000 0.0000 0.0000 LIQ 
0.0000 0.0000 0.0000 0.0000 EPS 
0.0000 0.0000 0.0000 0.0000 VMC 

PRIit 0 + 1 PRMit + 2 LIQit + 3 VMCit + 4 EPSit + it 

i=1 2  3………….16   t=M01 2013………….M12 2016 

E( it)=0, E( it, is )=0 i s, E( it2)= ²=Constant. 
PRI  =  -0.001301 + 0.901229 PRM + 0.001804 VMC – 0.001862 EPS + 0.017338 LIQ 
            (-0.293265)      (22.85619)          (1.596575)          (-1.879715)       (1.185106) 
R2 = 0.0.406311                 T= 768                  F= 130.5464 
Adj R2= 0.403199        DW= 2.186688            Prob = 0.0000 
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PRIit= 0i + 1 PRMit + 2 LIQit + 3 VMCit + 4 EPSit + it 

i=1 2  3………….16   t=M01 2013………….M12 2016 

PRI  =  -0.021963 + 0.884140 PRM + 0.009226 VMC – 0.002860 EPS + 0.057587 LIQ 
            (-2.486351)      (22.13767)          (3.506457)          (-1.827137)       (2.378200) 

  16   0.062914-  0.027118    
 R2 = 0.425014                 T= 768                  F= 29.21931 
Adj R2= 0.411434        DW= 2.220608            Prob = 0.0000 

PRIit= 0i + 1 PRMit + 2 LIQit + 3 VMCit + 4 EPSit + it 

i=1 2  3………….16   t=M01 2013………….M12 2016 

PRI  =  -0.021963 + 0.884140 PRM + 0.009226 VMC – 0.002860 EPS + 0.057587 LIQ 
            (-2.486351)      (22.13767)          (3.506457)          (-1.827137)       (2.378200) 

  16   0.062914-  0.027118    
 R2 = 0.425014                 T= 768                  F= 29.21931 
Adj R2= 0.411434        DW= 2.220608            Prob = 0.0000 
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Correlated Random Effects - Hausman Test  
Pool: KSA    
Test cross-section random effects  
     
     
Test Summary 

Chi-Sq. 
Statistic Chi-Sq. d.f. Prob.  

     
     Cross-section random 13.994083 4 0.0073 
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2013 2016 

PRI  =  -0.028891 + 0.881958 PRM + 0.002535 VMC + 0.059750 LIQ 
            (-3.615570)      (22.05866)          (3.121588)          (2.466644) 

  16   0.064736-  0.022846    
    R2 = 0.423452                 T= 768                  F= 30.56172 
Adj R2= 0.409596        DW= 2.211075            Prob = 0.0000 
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