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Abstract

This study aimed at measuring the impact of systematic risks represented by a
factor of "beta" on the required return by investors in financial assets which
included in Palestine Stock Exchange (PSE). The interpretation of fluctuation and
volatility of prices and returns on securities in the same market. The sample of this
study was sixteen companies out of thirty-one companies which are still on the
market since the beginning of its foundation. The total market value for selected
companies from each sector equivalent or more than ten percent of the total
market value of all listed companies (PSE), Beta coefficient was calculated for
each of these shares over time series amounted to ten years, and thus was
estimated required returns on investment in these shares through the so-called
"Capital Asset Pricing Model" (CAPM), and after the achieved actual returns were
counted on investment in those shares. After that, the researcher tested whether
there is a significant correlation between actual returns and estimated returns on
basis of systemic risks by calculating Pearson correlation coefficient. Furthermore,
regression equations have been developed by different degrees between actual
returns as independent variable and estimated returns as dependent variable. The
study showed that there is a positive correlation statistically significant between
actual returns and the estimated returns, and regression models of the third class
were the best description of the relationship between the estimated returns and
actual returns. On that basis it was decided that the systematic risks has a clear
impact on achieved actual returns on investment in financial assets which included
in the Palestine Stock Exchange. Therefore, the Capital Asset Pricing Model
(CAPM) is applied on Palestine Stock Exchange, so the first hypothesis was

confirmed.

As for the interpretation of the fluctuation of stock prices and its returns in the

(PSE), the (CAPM) inapplicable in the (PSE), as it does not explain the



fluctuations in prices and its returns which included in the (PSE), thus, the second
hypothesis was rejected.

Based on the results of the study, the researcher recommends the following:
First: The researcher recommends the investors to refer to the results of this study
in order to get benefit in making investment decisions.

Second: The researcher recommends that the investors in (PSE) invest in the

diversification portfolios, where this reduces risk.

The researcher suggests the following studies to be conducted:
First: The role of rumors in the price fluctuations in (PSE).
Second: The impact of political conditions on the price of stocks in (PSE).
Third: The impact of disclosure on the performance of (PSE).
Fourth: The impact of Capital Market Authority on the performance of (PSE).



