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Abstract

Mustafa Hussein Abd alla, A Proposed Model for the Pricing of Risk
under Herding Behaviour, Ph.D. of Business Administration, Ain Shams
University - Faculty of Business, Department of Business Administration,
2021.

The research aims to present a proposed model for the Pricing of Risk
under Herding behaviour, by adding an additional proposed risk factor
which is herding behavior to the capital asset pricing model CAPM and
the three-factor Fama French model. A descriptive approach was followed
by setting up a theoretical structure for the research hypotheses with an
empirical study.

The research hypotheses are based on testing the CAPM model and the
Fama French three-factor model in their original form and also in their
modified form after adding a proposed risk factor which is herding
behavior as an additional risk factor to the original form of these models.
Herding behaviour was measured using the Hwang & Salmon (2004)
methodology, which uses the state space model through which the
herding behaviour can be estimated through the cross sectional standard
deviation of betas.

The study used a sample consisting of 50 stocks listed in the EGX100
index on the Egyptian Stock Exchange, time series regression analysis
and cross sectional regression analysis, which is called Tow Way
Methods, were used to test the research hypotheses.

The study concluded that the capital asset pricing model (CAPM) and the
three-factor model Fama & French (1993) were not valid for application
in the Egyptian stock market in their original form and also in their
modified form after introducing the herding behaviour factor as an
additional risk factor, which indicates that Market factor, size factor,
value factor and herding factor are not among the determinants of the
expected return on stocks in the Egyptian stock market.

Keywords: Capital Asset Pricing Model (CAPM), Fama & French Three-
Factor Model (1993), Beta Coefficient, Market Factor, Size Factor, Value
Factor, Herding Behaviour, Herding Portfolio, Hwang & Salmon (2004)
Methodology, State Space Model, Cross Sectional Standard deviation of
betas.
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