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The impact of Covid-19 emergence in Egypt and the
announcement of government incentives on the Egyptian
stock exchange sectors

Abstract:

The current study aims to examine the impact of Covid-19 emergence
in Egypt, and the announcement of government incentives, on the
returns of the Egyptian stock sectors. It also aims to examine the
effects of global and local epidemic spread rates on the sectors’
abnormal returns. It is based on the event study and the regression
analysis methods. It used data of daily returns for the EGX30 index
and Egyptian sectoral indices, and the local and global Covid-19
infection and death cases, from January 31, 2019, to September 23,
2020. Event study results showed that the appearance of Covid-19
infection in Egypt resulted in significant negative cumulative
abnormal returns for most sectors. The most negatively affected
sectors by this event were the transportation and shipping services,
and the paper and packaging materials. The banking sector was
positively affected by this event. After the Egyptian government
announced a set of incentives to the stock exchange, the cumulative
abnormal returns changed to significant positive returns for most
sectors. The most positively affected sectors by this event were the
paper and packaging materials, and the transport and shipping
services. The banking sector and the trade and distributors sector
were negatively affected by this event. The positive impact of

government incentives on most sectors continued until 120 days after

YOYY AN amdl o P e A2l il g g2l Agalall Alnal)

Y44



dia ) gl agu) cileldad o 4 gSall <l jhaal) g ONeY g paas V408 o<l Ay gl i
Ay paal)

the announcement of those incentives. As for the multiple regression
analysis, the results showed that the daily abnormal returns of most
stock sectors were affected by the market risk, not by global and local
epidemic spread rate risks. These results indicated that although the
Egyptian stock sectors were negatively affected by the shock of the
emergence of the Covid-19 epidemic in Egypt, the government
incentives led to calm the market and recovery of most Egyptian stock
sectors. It also prevented these sectors from being affected by the
negative information regarding the locally and globally Covid-19
epidemic spread rates.

Key words: Egyptian stock market, Sectoral stock indices, Covid-19,
government incentives, event study, regression analysis.
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