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- 0.2345 ** 0.1741** -0.061** ACAR 2005-2006
- 21.837 22.498 - 18.809 t- Test

- 0.2659 ** 0.221 - 0.044 ** ACAR 2006-2007
- 24.426 17.418 - 18.781 t- Test

-0.3472 ** 0.3087 ** - 0.3847 ** ACAR 2007-2008
- 42.989 29.599 - 15.334 t- Test

- 0.2278 ** 0.1376 ** - 0.09016 ** ACAR 2008-2009
-23.938 11.8751 - 249918 t- Test

-0.176 ** 0.13645 ** - 0.03959 ** ACAR 2009-2010
-127.32 45.6412 - 13.3185 t- Test

- 0.1406 ** 0.0809 ** - 0.0596 ** ACAR 2010-2011
- 35.149 12.576 -23.644 t- Test

- 0.1249 ** 0.04623 ** - 0.0786 ** ACAR 2011-2012
- 172.25 55.3976 - 66.52916 t- Test

-0.1111 ** 0.05844 ** - 0.0527 ** ACAR 2012-2013
- 116.64 59.7181 -29.6278 t- Test
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- 0.0869 ** 0.0226 ** - 0.0642 ** ACAR 2015-2016
-91.05 14.3480 - 76.3439 t- Test

- 0.1042 ** 0.05767 ** - 0.0465 ** ACAR 2016-2017
-32.723 10.5225 -20.112 t- Test
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ABSTRACT

Testing Over/Under-reaction Hypothesis in the Egyptian Stock
Market

Nesma A. Heshmat
Assiut University

Aim of the Paper: This study aims to investigate the over/under reaction
hypothesis in the Egyptian stock market.

Study Design: The study uses the cumulative average abnormal return. Seventy-
five portfolios are created. Regression analysis against a constant and Fama-
French three factors model are employed.

Sample and Data: The data from Egyptian stock market for the period from
2005 to 2017 provides the sample for this study.

Results: The results shows that the Egyptian market is subjected to an under
reaction. This pattern is stable and dose not change from year to year
throughout the crisis. Fama and French three-factor model results reveal that
systematic risk is not able to explain the difference in performance between the
winner and the loser portfolios, but it confirms the importance of size and value
factors.

Conclusion: This work can help investors to determine their trading strategies
as buying past winners and selling past losers realize significant abnormal profits
to the investors.
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