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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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رلن الصفحتعنىاى الجذول م

140ِحفظت أصهُ اٌغشواث اٌخً يظهش بها صٍىن اٌمطيع بيٓ اٌّضخزّشي1ٓ

141ٔخائش حطبيك ّٔىرس فضاء اٌحاٌت لأصهُ اٌغشواث اٌخً يظهش بها صٍىن اٌمطيع2

142ِحفظت أصهُ اٌغشواث اٌخً لايظهش بها صٍىن اٌمطيع بيٓ اٌّضخزّشي3ٓ

142ٔخائش حطبيك ّٔىرس فضاء اٌحاٌت لأصهُ اٌغشواث اٌخً لايظهش بها صٍىن اٌمطيع4

144ليُ ِعاًِ اٌّخاطش إٌّخظّت بيخا )β( ٌّٕىرس حضعيش الأصىي اٌشأصّاٌيت CAPM فً صىسحه الأصٍيت5

148ليُ ِعاًِ اٌّخاطش إٌّخظّت بيخا )β( ٌّٕىرس حضعيش الأصىي اٌشأصّاٌيت CAPM فً صىسحه اٌّمخشحت6

اِ وفشٔظ رلارً اٌعىاًِ فً صىسحه الأصٍيت7 152حمذيش عىاًِ اٌخطش ٌّٕىرس فا

اِ وفشٔظ رلارً اٌعىاًِ  Fama & French)1993(  اٌّمخشط8 156حمذيش عىاًِ اٌخطش ٌّٕىرس فا

163ٍِخص ٔخائش إخخباس ّٔارس اٌخضعيش اٌّضخخذِت فً صىسحها الأصٍيه9

164ٍِخص ٔخائش إخخباس ّٔارس اٌخضعيش اٌّضخخذِت فً صىسحها اٌّمخشحت10


