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The Effect of Economic Value Added on Stock Returns:
Evidence from Egypt
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Abstract

This study examined the impact of the Economic Value Added (EVA) on
stock returns. The study considered the effects of some controlled variables
such as EPS, total assets growth rate, the political instability and The EGP
devaluation. The sample included 52 companies traded on the stock market
of Egypt during the period from 2009 until the end of 2017. Variables
calculated on an annual basis. The study used panel data technique to test the
Hypotheses. Also, it used the step-wise regression analysis when testing the
hypotheses, to reach the following conclusions:

e When examining the impact of only EVA on the stock returns, the study
found that EVA has a significant positive effect on the stock returns,
with a Beta of 0.038139, a p-value that is less than 0.05 and an R-
squared of 6.8%.

e When examining the impact of all the independent variables on the stock
returns, the study found that the variables EVA, EPS, total assets growth
and the devaluation of the Egyptian pound, have significant positive
effect on the stock returns with Betas of 0.022, 0.0243, 0.1523, and
0.2215 respectively. The study also found that the independent variable,
the political instability, has a significant negative effect on the stock
returns with a Beta of -0.0476 and a p-value that is less than 0.05.
Moreover, the study found (when examining the impact of all the
independent variables on the stock returns) that the adjusted R-squared is
21%, and the p-value of the F-test is 0.000, which is less than 0.05.
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