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The Relationship between Returns and Systematic Risks - A Case Study of Financial
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Abstract

This paper addressed the relationship between returns and systematic risk. The paper
contained a case study of financial sector stocks in the Saudi stock market for the period
2014-2017. The study sample included financial sector stocks from 11 companies in the Saudi
stock market, using cross-sectional data models with aco-integration test and estimatingthe
long and short term relationship. The study concluded that there exists a co-integration
between returns and beta coefficient, besides a long and short term relationship with negative
and significant effect between returns and beta coefficient. The estimated model also has the
ability to return to equilibrium very quickly.
Keywords: Returns, systematic Risk, financial sector, sectional data models, Saudi

stockmarket.
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