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The Mutual Effect of Market Efficiency and
Behavioral Finance on the Returns of
Stocks in the Egyptian Market
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[ Abstract ]

The study aims to measure the mutual effect of both market
efficiency and behavioral factors on the stocks return during the period
from 2012 to 2019, and given the economic changes witnessed in that era
that was reflected in the performance of the Egyptian Stock Exchange.
The main indicators of the Egyptian Stock Exchange, the market
capitalization index, the liquidity index, the number of listed companies as
indicators of market efficiency, and finally both herd behavior and
momentum as measures of behavioral factors.

The validity of the hypotheses under study was tested based on the
multiple regression test methodology, and the researcher applied a number
of statistical tests to verify the validity of the models and their freedom
from standard problems such as linear duplication, autocorrelation and the
stability of residual variance.

The results indicated that there is a positive significant effect of
market efficiency measured by the market capitalization index on the
stock return, while there is a negative impact of herd behavior on it (note
that the herd behavior was measured with an inverse variable, meaning
that the increase in the value of the variable means a decrease in the
influence of the herd and vice versa), while there was no significant effect
of momentum or other efficiency measures (liquidity index and number of
listed companies) on stocks return.

Keywords:
Stocks Prices - Stocks Returns - EGX30 Index - Portfolio Theory - Market

Efficiency - CAPM - Behavioral Finance - Behavioral Economic - Utility
Theory - Herd Behavior - Momentum - Behavior Factors.
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