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RISK PREMIUM (ON AN EXAMPLE OF UKRAINIAN STOCK 
MARKET) 
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The impact of monetary policy announcements can be explained by their influence on 
either interest rate or risk premium. Risk premium itself can be divided on several 
components, and analysis can be deepened to evaluate on which components the 
monetary policy announcements mostly affect profitability of local shares - in our case 
the Ukrainian stock market. 
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The aim of this paper is to improve methodical approach to assessing such a 
component of yield of stock market (in our case the Ukrainian stock market) as overall 
risk premium with its breakdown on key sources of risks associated with international 
stock market, currency market, and local stock market. In total risk premium on the 
stock market (in our case the Ukrainian stock market) apart risk premium which is 
associated with local factor risk, there may be premium associated with unexpected 
changes in exchange rates, as well as premium associated with international 
diversification. Therefore, we have done decomposition of total risk premium on three 
components in order to improve methodical approach to assessing the impact of 
monetary policy announcements on each of these components. 
 
Keywords: stock market, yield of stock market, risk premium, monetary policy 
announcements, ICAPM, hypothesis of effective market. 
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