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Impact of Investor Sentiment on the Stock Returns and
Volatility in the Egyptian Stock Exchange

Abstract

The study examines the impact of investor sentiment on
the stock returns and volatility in the Egyptian Stock
Exchange, by using EGARCH model and data from EGX 100
index during the years 2006-2010, The results show a
significant impact of investor sentiment on stock return and
volatility.
Keywords: investor sentiment, stock returns, volatility,
Egyptian Exchange.
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Aaddall
sl iblall Judl (traditional finance)gadill Jasall Jalaiy
@l Al Jo gadill Jagall afiwy Cua (investor sentiment)
(Johnson, (capital market efficiency) Al GhsY) Ggm 3:USH
Market (@sudl b s o sulEll Jigaill 508 oo aa oS5 <2002)

Anomalies
(Banz il aay cus Size Effect asall ity dagye cile leia
ladl 05 (Boall agedl) Y Adsudl Za@ll iy aeu of ,1981)
leie 5pallall b il saie C¥lae Celag el dnle e dlee Jaugic
cld 58 Hia¥) claliiall Gl @l jud us (Roll, 1981) Jy) dglase
(Barry and sy g oy el e 3aid b by 3skd
clabidl ge pilgall Glogladl & cduaYl oL <l Brown, 1984)
Lo 1y chpphaal) colabiiall Adled) 3)pkadll a3 a5l 3yl

.(Merton, 1987) e o]
el O Y deag Cum bl @b sl (Sloan, 1996) Gske o8,
il claidl gl o a1 A Gsin JBY) Cliatadl @ld claidl
3y (Accrual Anomaly Glaaiu¥l il Cheag b el cliasuwdll
@Al i aagy il ¢l (Clinch et al. 2012) oy ATy S
o Anle b dle Gaiad A Calendar Anomalies cudglly dalaie
(Cross, 1973; French ,1980; 0o IS Jeasi Cua (diune g
Hlayl ,db dam 5l @b &a ) Gibbons and Hess, 1981)
oo NS Jasi LS (Weekend or Monday Effect ¢! as ol desul)
pallll ¢b &yaa () (Haugen and Jorion,1996; Ligon, 1997)
(Ariel, 1987, (e IS Juags 8, January Effect nly seb b aam
Lo b dam sallall ¢lb ¢ipa Y Lakonishok and Smidt, 1988)
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ihe Jetil Geall il 3o Turn—of-the—Month Effect ae sl
Jeli Ay Long-Term Return Anomalies da¥) algh el
=iylaaly Initial Public Offerings (IPOs) QY Ll claay)
¢ya «Seasoned Equity Offerings (SEOS) duausall (L) agu)
agiall el o Jil e Das chlaaY) @b e DleY) i
(Loughran and Ritter, 1995; Brav and «underpricing
ehd sale] Ja¥) dligha Ml cihe Jodi LS« Gompers, 1997)
llee dam dnle i Ml 3iak Cus Share Repurchases aguy!
ZLakonishok and Vermaelen, 1990; lkenberry et agu3! eyl 33le)
¢5 ) (Jegadeesh and Titman, 1993) Juas LS ¢ al. 1995)
00) @bl 558l 3 Aad) agul) ey b i (glly (gl i a3
Bl sed BB e 520 Ly BlaYly (Ded sde B ) jsed B
e B ) et B 0e) ALl 55 Hyulall agal g ched e
iyliny! Lsaliay) oda oGl dnle e dhe 2 e (hed
. Momentum Strategy »a.3l! 4.\;.(..\\).\...\
bubbles and ) ¥y le Gl Jie daldl 2 alshll XS,
e A1 sl (1970) (nifty fifty bubble) cleléd Jia, «(crashes
GhsN ypass Auays b ADHA Cpmed S el Canii)) Cum (il Gl
Ay sl (black monday crash) (1987)asu¥! ¢l ae LS (ALl
i ) allall Joa ool (b agul! Dlaad cplel Gan gV e
o S Al G G yaall s WS ¢(Basmall bl sl (s
B e (Black, 1986) b caxsl i cppppdiinnall (2dlie) a%) (ajd
e o dnobadyl daill e 35S dcsens o (NOISE) clagall
Sl iy Slasbaall S elmpuall Al Gy Cum A Blond)
lally shlaa cbwll ddall ah LleY o rclledl W

& clagall of gl g i (fundamentals of risk and return)
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noise ) eliasuall 5las e Gl ¢y yativnall Ciladsny abal) iy ,LaY)
paid Chlie) Gelal (o Slas Uauly o3 Gldee " el e (trading
" et Al dadll dal ol Clagledl o JlAL S dapaia e
Jid elapall & plaall of @y ay (Qiang and Shu-e, 2009)
lastee ol o LS Cleliyly duaddll jelid) Gulul e Jalaal

Qda JW ol Jead Cus Bage Ay clampall 5las Sidy
lagall jlas A o cua Wl Gle @b o Ll LS cdadl
Cilaglaall lad @lld pady 5eliS il lelaay Lae caguad) Lland (Jo (e
Al (g3 Chgud Cilaglad) Hlad o cliiall Cpeal 13 Wl ASLA e
Gilaslie GaY) g o S ALIS st agloglen of (G el (ol il Y
Coeh G Gl 355 Ly ol ) g2 Lee 2 Lo sy o
Al A pe pajlel ally el ilaldl ol dilaadl cilubal
G opyafinall CilaB g aail ey Sluball b Lass Cua o(RDa)
il lag) il D e Alial Bl S s ISy cpgnd)
.(Fisher and Statman, 2000)

b i gl 0D dpall iy ) Aaladl Coels Sl
Behavioral ( Solull Jigaill danl ) llal cipalall yue alslall 5 cihall
~all Cognitive Psychology &Shy! b sSuall ey A «Finance
ol Uas cua (Kim and Nofsinger 2008) Jdisall 4 obb sy
Bpemr 5 Wa adied AL agEblE ol A ol Wila Gl ppeind
-.Behavioral Biases  Solull juaill e

delin A il disall dalad G (Sobudl dipall (3llaisy
Hola o S RS pilal agb Cun LB ChE o)
¢« (De Long et al. 1990) _lauy! i delia dadaey ¢yl
(behavioral ) Sl disaill (fialy Uil a3 olaV) 13l laedy
Giblall aall Sl Gl el 5 Aady il finance
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(Barberis et al. 1998; Baker and Wurgler, 2007; Sl
a4 vgs,u\ Jasall (ggaall yoall )a3 Las ¢ Huisman et al. 2012).
olan

Ll Clegagall aal jatiuall dhladl addl gouiage a2yl
bl daddl (o3 o Cuny ¢ Soball Jagall il b Lede SN 5 (A
ol$ailly gy LWé  (predictive content) (g5 (gfise el
Goudl A GSHLa Gy o Y sl Bl (05S B (5ly ¢ Gpnll biinall
.(Baker and Wurgler, 2007)aaabill Jylall cibailiul JSi A

(noise trader ) ¢liaguall );L, Jdade Al au)yall creadial a8,
O ol of o Leedsl iy il bl e a5 (530 cdpproach
e ol aeiatiea phu 5Hlaall Joall o aplls Oy cpadl) (ppeliivadl
@Y (arbitrage) maall of B S Jiy (sentiments) daillal
hegage gl bl Opyaiadl e gk JelSib Blaall o (o iy
(Shleifer and  s3psae alladl daall Zally BB oS SIS
Jadl 8 laal 5 (EGARCH) z3sai ahasiulyy .Summers, 1990)
Apeaall aypll (B agud) Nle iy She Jo pafial dlalall
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Al Gl Gpuadl Goud)
Al L) 5 Al ) dlea oSo A A e ol
| 2l 2l
Toend) dlse (o el giblall ) 5 da Y
fapad) Mo LD o ] Gaklall Jaal s da .Y
Ayl i g dsanl
leatl (30 glaes Auale il 530 (g 4nanl Cindl 2ainy
iblall Jaall g2y Alm (G goagall Lpadl Glayl 3pa @
Ll ggungall 138 Jol5 3 58 Adlad) Al aad Gy ¢ paTiuaall
oli el AKall Aaally ISy A G (Gradl Goull
bl e LI Gl gan (B OV A dae Aul Alm
oo ofaldl 3l Jlsiul el aubll me G 4y Aiad
+ etuaall gilalal Jaal) Ay (B (gl (Sinadl)
Blse Cilyliiy Blsers paBunall Gabladl Jaall c DY Al alis @
ofalll seles b AW Ghd (pead) Gpul) B e
chbal daal b )Ll Slauge 1abal 19318 elgmn ¢ paiinnally
gulidl
didl Jsa ccilahall e anall ehay Guhll Auhall o3a s @
AL (30 Gaall Goudl (B el aklall
o 3 i A Ll ae Blaly (g L (o Lol
A e capal) Blal) Ayl 4l oaud (A bl agl QU gl
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sl (Al (2 agana /3 iy e, o painall (illal) Jaall

BN Gl Gl (b o] e iy Blgey ] abalall o
| Ll
sl due,dl) CilaaYl OMA e Chagdl a8 (3
el e o el il daadl 56 e o iyl
Ao s Jo el ikl bl ob gae e ol LY

coaeY)
Al el

bl daadl o D sl Ayl (A LS lesB ciluball Cagd
pladi) 4l copmal A luball e el Aligh caguad! ooy jafinall
(Neal and Wheatley a.)s lgiag cailsally 5mll jaiaall cilaladl Jadll
oalie ity VA8Y Y VATY o sl DA cual A 1998)
dalaall Sl oy HlinuY) uliia aad leiey bl Jaall ddhis

outlia of ) 2l cdeagsy ¢(closed—end fund discount)
iy dsgll dlb casly Bl gl leeladnu) of Sa ikl Juall
Yoor Gule G V28T Ll oo sl Dla casal )y (Wang 2001)
diadl g Ll Abiieaad dgiall Blomd (B Lladll IS pdlpe Caeriialy
‘(pdsitions held by large traders in the futures markets) @Lh.\\ ‘
bl agiall Mlgey smll Sl ey (aklal) M\' of ) Al cdiagy
Pl (Simon and Wiggins 2001) .l <liSy aaad 5l
oulie Canadiuly V999 g (A VIAY Ll e sl Da cual
53 ) Auhll Cleagiy (ARMS) (Trin) e Ly gilalall Jsall 2dhae
oliiad) dgiall Blgms sml o dllall dadl anlie

Jaall o Al Ak s A Sluball e 3l Ll aagis
(Solt and Statman 1988) duly ey cagn Jlsey yafiaall Gilalall
So cndely VA0 padew ) VAT Ll e sl DA cupl A
¢ patinall (abalall dadl e aeill (Investors’ Intelligence) clatiul
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Slad alild aTd sgaaa /3 Claliiy Aflge o paliacall bl Jaall

bl Jaall s B Aege 05S 8 Algad) o ) Al it cilasi
sadll D& cujal Sl ((Fisher and Statman 2000) aubs . el
ASpY! Apmaall clialinl sladiuby VA sl (N VAV e e
(American Association of Individual Investors )Y} ¢yl
&) bl Cliagiy ¢ palimall Gibladl duadl e saadll ¢ (AAl) survey)
& dgine pend) Sley sl ibladl duall Gn Gl 2D o
aasiuly cupl Al ((Brown and Cliff 2004) auly iy . conlasy)
Dty G VAV il e 35l DA saalie YY el Ayl il
e 5l DA 3aablie 047 22a) Zue g Uil aladnul o Gy 149V
bl Jaall At Gulie Cieddialy VA uaws () VIAY s
Z s aladiul Al el 5 ¢ (trading volume) Jglull ana Leiag
« (The Vector Autoregressive (VAR) model) Al jlasi¥) 4ade
e Ansen Hafisall ibaladl adll of (o dag8 A a5a M Auball ciluagiy
sl )
Ll leia gyl Byl 8 A @b clls cluhy aag
D Al Ghed il Goudl o cujal Ay (Boussaidi 2013)
Shje pladiuly Hafiaall dlalall Juall (uld 59 ¢Y oY &) V49 e aidll
Wl FLY o (B bl e agag G bl clagy ARMS
Al e Al sl
bl dadl G Dl s Al Glaball e 39300 20 dag
iyl cus (Brown 1999) aubhy  JEd) due o et ccalidsllg
She iy Jagi diud] bl dadl Glsiee ol 1) Lo Al
hadiul 23 a8y ¢(Closed—end fund) aaladl cliled) ol L) @Golba
mad S, ((investor survey) cpyetiwdll elafinl ciliby oo NS
((closed-end fund discount) il cililedl iy L) Golia

q. : Bkl 5 AlaiB dgalall
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oe lihad) o A of Y Al cliagy ikl duall o paill
L aulay Bygiee AN b il ¢ ainall gakalall Jaad) Jausie
Bge (3a NSy ibalall daall Gy TR Clyls A Sl o wad) 32y
saaidl) Y (8 cusal 0 (Lee et al. 2002) duba caend) ciliding
Auhall cuadiady (1990 ikl T Y VAVY il 0 e sl DA
¢ siTaall iblall Juall e uall (Investors’ Intelligence) ¢luaiiul
o I Al clags ¢ GARCH-in-mean model)z 3sa alaiiulys
el gl o pmliasl ) gap ibladl duddl (aliasy) S gl
(Wang et al. iy Adfadl Sl i sl alissl f gl
sl DA dasall il Caeadindy saadall ¥l A cupal SV <2005)
Geh OB G 5l i 5 By (Yo ) e TV Y bd ) 0
leioy ounliall o el aladnul dblall dadl GalE 5 cosluie
granger causality) Zaaadl jaw s Hlas)  sladaubyy ((ARMS ratio)
daadl e 5 Al a peas¥) cililisg ailse o G Auball cliags otests
coSall Galy efinall gilalal)

Vsl 8 cupnl Al (Beaumont et al. 2008) aubns
Gaall Gl 35 Yoot pam (N VA9A i e sl DA saadal
daily ) _lmayl golial ZiSH duagl lanll  aladsuab &Lw\
cliag (GARCH) zisas aladauly «(aggregate mutual fund flows
i Lol el Jeo abldl dadl b dages z_.n\);n
Gl isall Goudl e cujal A ¢ (Qiang and Shu-e 2009)
Ablall Jaall el g ¥ o res (JVAA pile e 55l D 2Ll
Al el @ L) Golive aod Loy Adlia aulie hdiubs
GARCH-in-mean ) z3ai aladiulyy «(closed—end fund discount)
Bsall Ao jafaaall ablall aad) 36 Zygine A Aubll Cliags (Model
e bl cwal  ((Uygur and Tag 2012)au)n; caeY! bl
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sl galild a8 3pana /3 Clliig Ll o peiiunall iblal) Jaall )

Jaal dae o leie S Glaud 0 1 o Gulill 5 28 (g (Gria
Gsully ¢ (( 225NIKKEN) S @gully ¢ (ISE indexes) (Sl Gyl
(trading ) Jshull s & il plasiul 55 « (NASDAQ)  (SuyaY!
Al e il deadiaall ‘;.\J:,,ﬂ\ g (b ey anll vOlume
¢« (TGARCH and EGARCH) (uaisaill aladiuby ATl dlalall
Ay (gl Bgeg Ablall daall ot Bysine Whe 3pag () Al Ciloag
 Tnal) el aall 1)) e Aag pal) Ll
clelia agul o cupl Al (Sayim et al. 2013) duby,

el e N V488 by G 5l DA ¢ el Gpull b desiie
(American Y1 Gupetiadl AKaY) Zaeall cliafiul aladiulys
o= _uall (Association of Individual Investors (AAIl) survey)
(Impulse )yl Zolanu¥) Ay Gshal aladiuly ¢ pafiaell ialad) Jaal)
S had¥l 4ade #2358 e Gl Response Functions (IRFs)'
& bl cliags «(The Vector Autoregressive (VAR) model)
She iy Bl lo il k) Gl 36 Ziee 3Ble 35n
bl Jaa ag!)
Geadl Jha G codinlall dpead VWSl agllal) duhpll 5 '
¥ 2o cililisg 2lge Ao el iblall dall ¢ A8l e di
evidence from the egyptian stock Wl G (gradl) Fsull b
.market
Al yag b

ol aa il dalua & Al cluball il e G b (o el
sidyall calaal gadasd
, :J il

g oy Haiuall dlalall dadll (o Aasina a2 D ABDe a5
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ol palild ad ggpaae/d Slaliiy aflge o paianall Liblal) Jaadl 5

fatl) il
& by el bl Jaal G dagine Ao S WDl 2
-pgadl Xlge
Gl il Uyl
aSiall ablall Juall 2 gge
o 4inye Leay anall iblall sl il e 20l 20gy
@l Jidiee olad ((emotion) ddblally Glal jemed) o) 26"
Jaal il 4dyas S, . (Chang et al. 2012) L) hlaa, Gl
(Baker and  "gue dual Jsa agtiall S Jstal f Ajbladt )
ARV claigg (belief) ciaias ' 4l Gy Lady . Wurgler, 2006)
(Baker "Giliay daseae 0y Y Al Al dpaall Glaally Hhlaal)
.and Wurgler, 2007)
saTiunall iblall Jaall Galia
ol Gulie 0o et disall Jlae (& Lankall Gluball sl
Slelaiin¥) Jo ades Ally 5p8ke pulie 15V gl ¢ ainall (gibalell
Lolaill Chute sadiul W5 Bdle g oalde :Jllly (surveys)
(Lee et al. 1991; Brown and Cliff, (economic variables)
Ludy .2004; Zouaoui et al. 2011; Berger and Turtle, 2012)
tomuliall Gl ape A
: paliuaall (abalal) Jaall ubidl Bdiiall Gaslial
¢ atiaall bl Jiall jdle ubie (SUTVEY) clafiun)) i
Gph Juadl il dlladl aall claiiull Cilily sladiul e Cua
«(investors’ mood) (yjafiwall daafiall Allad] Bslall whusll ) Jguasll
bl dadl e Hueall lede sy AN clelaBiall clily Al ey

qy 5 ladll g ALaiB Apalall



(Sl galild 36 3gana /3 Gl e o jeiinadd llal Jaal) S

gl 48 pika
(The University of Michigan Consumer Sentiment Index)

(university of ) Cladise daala 4308 (Ally yhgall 138 Ading
ebafi¥l 1 (o s (SIgiuall (Gedll clatin)l e michigan
b i e sl ye saa5all QLY eluilly ladll e 040 o
uu\uﬂ&aggy\mmw‘mwt&mio
Oo wall B Galiall 138 aladnul sy LTV b AR Aayys Raslyel
sh3a (Lemmon and Portniaguina, 2006) duhy leiey calubll
« oaTiuaall alalall dsall (o jaaall (paTinaad) AR (Jlanliine
(American Association il ¢ paliall 4,89 daaall slaiiv)
of Individual Investors (AAll) Survey)

Onaianall S13eY1 Apnaall oaed (31 dlalall Jaall clialind ey
Ay Leboy ciluhall e aaall & Cueaiiual (g 5800 Galiall aal 35
Oe Adlpde Lae Hlad) DA e claiiall & cus ((Brown, 1999)
sedl U DA A GhY Gsw oo begd sl clatinly eliachl
yaa i (bearish) dala i ¢(bullish) sela HI€ 13} L aaady (il
.(neutral)
(Investors’ Intelligence) ¢luafiu

Cabiaadl iblall Judl clafiul Abe Cohen (asS ol Sl
clatin¥! 138 ,fey V4Y Ll e (advisors sentiment survey)
Joas agks Cua (Siegel, 1992) Gaudl lSad 5l b (Bsise Al
1Yo e SV Clelatn) Caaly selyi (investors’ intelligence)
Sy cheswd Jiiee (advisory services) L)liiul cled (i
ey pliiuY) Gledll ag Laie (bullish) sela aily Casal)
loxie (bearish) ala ash Ciieay caiin g Goudl b Lam 5 aeu)
S a5l Clinall ehd e gL Al Gl e

it 3 Laill g JLaBB Aalall



Gl ol (2T pana /3 Sl g e aliuaall Al Jaal) S

b cnall gy Gl b sl sl clidally sl
gat (Kly Geudl gl dylinay) cleadl Lim Lxe (correction)
o oraill 2l o gl (g5 o<y Bandl Jagas a85m o cebll Jaliy
(Lee et al. 2002) auhy B pubiall laa aladsud adly ccujll difaal)
il allal) Judl e el
: padinsall Allall Jaall (uball 5pdilaall 5& Qailial

daall o ueill lggle Slae V) Sa Al Cibstall e aedl dag
fel Lad Lgha Gany Gajad alliuall dlalal)
Put/Call Ratio cjddl jld I gl Jbd daas

«derivative ciliasd) glyl aal Call option chall Jla i
gl i Laiw claae 3aa s pgead) ehd diiaall gall Jaas Al
eianall ey g auae 33aa s g an el et put option
@it Of 5 cpitin i pgeadl e of a5 OIS 1Y e s gt of
LRl Cige aeadl e o aBs OIS 1Y gad) Jla

sl Put/Call Ratio dus ehtll Slal aull chba dud i,
038 gl audi (S 5 ¢ safiaall giblall Jall Guladl Bl s Ganliall
(Simon and  aadl cihua ehyd Ma el Sligina (B GalidslS Al
Lls 4l ehall LAl aadl bl A pd3e Cileass « Wiggins. 2001)
Chled! M ylanu) aghilas dileal (g paltinall (o Cua . (bearish)
.lasdl 344l crashes

Closed-End Fund Discount Ailiall cibilgll i3 gastisall

glgl 2al Closed-end funds Zalid) cliledd) iy Gobiall Jias
i W pend) eyl 23e LY i sl dua B 30le
A om ) sed “discount” aadll Wb bl 3hsY) Claaygr (b sl
Gt lgiazy A chlinuy) 4l net asset value dilall sl

30 3ladll 5 ALaiE dgalall
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the (suiall lpay ) chlinay) o<l Sl jadly SLawy!
.(Baker and Wurgler, 2007) fund’s market price

(Zweig, 1973; Lee et al. 1991; (uhaldl (e 2]l (386 S84
39S @5 L 3 35S dagall Jlaw & Neal and Wheatley, 1998)
05 3 el Cpdtianall U G gilhe b ISS Ailadl Golical
bl el i aball clblad o @obiall Jo aadll Jawgie
a%@@&\@;&bdg@\;j}u&sulapsw
Bl 4l Wl ciblgll cld Goliall aad e Ciayy (Tl
.(bearish)
( ARMS) i34

e & o))yl Alauly dand @ (ARMS) (Trin) e
Cipags ¢ ydfinall ablall daddl co el Al Sl alg (1344
(advancing e caadil A GhsY dss b (ARMS) sl
Lsuie cdeclining stocks) el cuzmissl Al 3hs¥) ) stocks)
bl e aned) cranaiad 3l . lagie IS Aualal) Jolall £ ) Lylas

Laaall izl 13a (Brown and Cliff, 2004; Boussaidi, 2013)

x|
NAd\/ VolDec,
_ VolAdv, NDec,
ARMS, = NDec, " VolAdy,
VolDec, NAdv,

Ajlaadd il A agu) 230 58 1 NAY, Jid s
el Caaiy) A agudd S5l 2aS 2 VolAdy, Sy
el Caatil Al aeud) 332 : NDec,
T lad Canabial Al agud Johil 3aS : Vol Dec, 4
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(ARMS) (Trin) e wlua 40S g o Jbie (s Lady

NYSE - TRIN Calculation

Advances 1811 . 2278 405
Declines 1185 764 - 2652
AD Ratio 1.53 2.98 0.15
Advancing Volume 592 1176 80
Declining Volume 384 164 1569
AD Volume Ratio 1.54 717 0.05

AD Ratio 1.53 2.98 0.15
AD Volume Ratio . 747 0.05

1.54
TRIN ; (099 /] { 042 ) 3.00

@NIJMQJL_A\ J}aﬂ\ (\)é_) Jsal 2519
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#
(V) podsé
(ARMS) (Trin) s&je il 48 Al g0l

$TRIN NYSE - Short-Term Trading Arms index (TRIN) INDX ©StockChartscom
12-Now-2000 Open 117 High 1.57 Low 0.63 Last 157 Chy +063(+7841%)a
e $TRIN (Daily) 1.57 (12 Nov) - H . . HIG

1.15/.05 = 3.00

ALY 157
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http://stockcharts.com/school/doku.php?id=chart_school:technical_indicators:trin
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(frading Volume) Jglaill aaa
dadl chdge aal ple (S W) Jylil S e oSa
(Baker and cluhall (o anall 8 deadinl 5 (62l ¢ el bl
«Stein, 2004; Baker and Wurgler, 2007; Chen et al. 2013)
e Shuy Gl of I oab aedl sl s gl o Cam
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