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The Impact of Exchange Rate Liberalization on the Market
Capitalization of Real Estate Investment Companies in the
Egyptian Stock Exchange(Y:Y-Y: YY)

Abstract

This study aims to analyze the impact of exchange rate
liberalization on the market capitalization of real estate
investment companies listed on the Egyptian Stock
Exchange—an applied study covering the period from 2013
to 2023. The research examines the relationship between
exchange rate liberalization, represented by the beta
coefficient of the stocks of the studied companies, and
several financial indicators, including liquidity (represented
by the company's average trading ratio), profitability
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(measured by the company's average return on equity), and
financial leverage (represented by the company's average
debt ratio).

This study found a statistically significant impact of
exchange rate liberalization—reflected in the average
trading ratio, average return on equity, and average debt
ratio of Egyptian real estate companies—on the market
capitalization of these companies, as measured by their beta
coefficients. The multiple regression model used in this
study identified the average return on equity as the most
influential factor affecting beta, while liquidity had the least
impact. The statistical analysis further revealed that only
one of the three independent variables—the average debt
ratio—exhibited a logical relationship with the dependent
variable (a positive correlation). This suggests that exchange
rate risk increases as a company’s debt level rises, which is
a rational expectation. Conversely, the relationship between
liquidity and return on equity with the beta coefficient were
found to be illogical (also positive correlations). It is not
reasonable to assume that exchange rate risk would increase
alongside higher liquidity or greater shareholder
profitability. The study provides several recommendations,
primarily emphasizing the importance of using its model
when making investment decisions in the Egyptian real
estate sector. Investors should consider systematic exchange

Y~V°J§U:\-d}y‘ddaj\ )ﬁ&wﬁu\M\
Yiv



(TIF=TTT) s il o2 Bgpmall dmpglly @tiell slagion Sl sl (@ogall Jlall (uly @l cppall s sypas il
Iy asisll gyl manlogng /m

rate risk determinants, such as a company's debt level,
liquidity, and return on equity, as these factors influence the
required rate of return on investment, which in turn affects
the expected value of investments. The study also calls for
further research to identify additional determinants of
exchange rate risk.

Keywords: Exchange rate — Debt ratios — Liquidity
ratios — Market capitalization.
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