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The Impact of Systemic Risks on the Financial
Stability of EGX30 Index Companies in the
Egyptian stock Exchange During the Period

(2015-2023)

Abstract

The study aimed to analyze the impact of systemic risks on
the financial stability of the EGX30 Index companies listed on
the Egyptian Stock Exchange—applied research covering the
period from 2015 to 2023. The study employed multiple linear
regression analysis to test its hypotheses, alongside a set of
descriptive statistics to characterize the behavior of the study
variables. The findings revealed several key results, most
notably the significant impact of systemic risk indicators on
financial stability, as measured by the Z-Score index for
EGX30 companies, with an adjusted R-squared value of
approximately 0.9936. Additionally, systemic risk indicators
had a significant effect on financial stability, as measured by
the Non-Performing Loans (NPL) ratio for Egyptian banks,
with an adjusted R-squared value of approximately 0.3683. The
statistical analysis results indicated that the variables with a
significant impact on financial stability, as measured by the Z-
Score for EGX30 companies, included the exchange rate, loans,
private sector credit as a percentage of real GDP (for the
banking sector within the index), market capitalization as a
percentage of nominal GDP, the loan-to-deposit ratio, financial
leverage (the ratio of liabilities to equity), value at risk, firm
size, and return on assets (ROA). Meanwhile, the variables
significantly affecting financial stability as measured by the
NPL ratio included the loan-to-deposit ratio, value at risk, the
COVID-19 pandemic, and return on assets. Based on the study
results, several recommendations were presented for the index
companies to implement, the most important of which are the
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following: increasing investment in the corporate sector within
the index and enhancing investments in loans granted to clients
within the banking sector of the index, due to their positive
impact on the financial stability of banks. Additionally, efforts
should be made to increase the capital of companies and banks
by relying on self-financing instead of relying on debt for
funding, as higher financial leverage negatively affects the
financial stability of the EGX30 index companies. Furthermore,
it is essential for the Egyptian Financial Supervisory Authority,
the Financial Regulatory Authority, and the Central Bank of
Egypt to develop a clear and effective strategy that includes
plans to predict economic and financial crises, ensuring the
efficiency of each sector within the EGX30 index companies on
the Egyptian Stock Exchange and enhancing the financial
stability of these companies.

Key words :Financial Stability — EGX.30 Index - Sectoral
Variables - Value at Risk (VaR).
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