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Abstract :

This study aimed to investigate the Effect of financial
shocks (monetary policy variables) on the stock Returns of listed
companies in the EGX100 Index. To achieve these objectives,
the researcher tested one primary hypotheses. The hypothesis
posited that "there is a statistically significant negative effect of
financial shocks (changes in monetary policy variables
“exchange rates, interest rates, and inflation”) on the stock
Returns of listed companies in the EGX100 Index.". The primary
hypothesis, along with its sub-hypotheses, was tested using
(GARCHL1.1) model. The sample consisted of 61 companies and
banks listed on the index, with monthly data spanning January
2008 to December 2022 monthly Observations.

The results of the statistical analysis confirmed the
validity of the primary hypothesis, including all its sub-
hypotheses. The findings revealed that financial shocks,
specifically changes in monetary policy variables such as
exchange rates, interest rates, and inflation, significantly
negatively impacted stock returns. In particular, negative
financial shocks led to a decline in stock returns.

Keywords: Financial Shocks, Exchange Rate, Interest Rate,
inflation, Stock Returns.
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PP.test statistic ADF test statistic
Constant Constant il
Non &trend constant Non &trend constant
R S )
186%% | -1197%% | -11.89%% | -11.8%* | -11.96%% | -11.864%% | ghosy | (& y *
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Heteroskedasticity Test: ARCH ¢ulil) cildi aze JLia) zilid : (1) Jgaa

Heteroskedasticity Test: ARCH

F-statistic 4.090751 Prob. F(1,177) 0.0446

Obs*R-squared 4.043522 Prob. Chi-Square(l) 0.0443
sdans glal) Adalaa juds - Y
ot Lo i) sl ) il 3 LS
Y, = C(1)+ €(2) *D(Xq,) + C(3) *x D(X3)
+ C(4) *D (X3p) + &
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Variable Coefficient Std. Error z-Statistic Prob.
(Jalaall) (g Spall Ui (sinall)

D(EXCHANGE_RATE) -3.6567 0.681126 -5.36861 0.0000
D(DISCOUNT_RATE) -1.22799 0.229557 -5.3494 0.0000
INFLATION -1.31052 0.564106 -2.32319 0.0202

C -8.11929 5.482811 -1.48086 0.1386
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GARCH = C(5) + C(6) * RESID(—1)*> + C(7)
* GARCH(—1) + C(8) * X1, + C(9) * X5,
+ C(10) * X3, + &
Gl Aol adalidl) as g2 C(5)
ARCH adad &l il J5¥1 Ll 8 €(6)
GARCH dalad & jiaadl J 0¥ Al w((7)
itaall Gl il Glana i @ claladl 3L L C(8) - C(9) - C(10)
2l el e
cllal) LlE) o3 Aol 038 85 «GARCH zasei bl Alales Jis
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Variable Coefficient Std. Error L Prob.
(o) (5 S ) z-Statistic (asindl)
C 29.25762 21.89484 1.336279 0.1815
RESID(-1)"2 0.189941 0.096311 1.972159 0.0486
GARCH(-1) 0.524006 0.233628 2.242907 0.0249
D(EXCHANGE_RATE) -2.783575 0.47621 -5.84532 0.0000
D(DISCOUNT_RATE) -1.105817 0.16511 -6.697424 0.0000
INFLATION -5.536492 0.81713 -6.775552 0.0000
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&V e 1385005 oo ST Ll maay ¢P-value Obs * R-squared e
adlail) LSS aildl 5(9) ady Jgoa
Heteroskedasticity Test: ARCH

F-statistic 0.173310 Prob. F(1,176) 0.6777
Obs*R-squared 0.175107 Prob. Chi-Square(1) 0.6756
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%° o= S value

20
Series: Standardized Residuals
Sample 2008M02 2022M12
16 Observations 179

Mean -0.042452

Median -0.022968

Maximum  2.504143

Minimum  -2.744664

Std. Dev. 1.018836

Skewness  -0.202479

I Kurtosis 2.774606

I - . Jarque-Bera  1.601996

0 1 2

Probability ~ 0.4488811
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Slo Ju e s eeUad¥) (313 Ll ) aa sy Y 43l sy Durbin-Watson

zagadll gadla (1 4) a2 Jgaad)
R-squared 0.583126 Mean dependent var 0.929975
Adjusted R-squared 0.562048 S.D. dependent var 9.775438
S.E. of regression 9.467306 Akaike info criterion 7.293694
Sum squared resid 15595.60 Schwarz criterion 7.489567
Log likelihood -641.7856 Hannan-Quinn criter. 7.373119
Durbin-Watson stat 1.992025
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