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The Relationship between Economic Value Added
and Stock Market Price: An Applied Study on the
Saudi’ Industerial Firms.

Dr. Galal I Elabd’
Business Administration Dept.
Faculty of Commerce - Alexandria University.

Abstract.

This study examines the relationship between Economic
Value Added (EVA) and stock market price. The theoretical
aspects of economic value added in terms of concept and
measurement methods, in addition to previous studies were
explored. The study was conducted on a random sample of
industrial companies listed on the Saudi stock market, during the
period from Y+ +q to Y+ )Y, To test the hypothesis that "There is
no statistically significant relationship between economic
value added and stock market price." In an overall, linear
correlation analysis results revealed no relationship between
EVA and stock market price, however; there was a correlation
between EVA and stock market price in Y+ Y.

While the results of the non-linear regression analysis
revealed (using ~cubic regression model) that EVA has
interpreted the £1.Y% of the stock market price, and had a clear
influence over the study period. In conclusion the study asserted
that the impact of the EVA on stock market price is hard to be
determined by linear models.

Key words: Economic Value Added (EVA), Market Value
Added (MVA), Value Based Measurement, Residual Income,
Stock Price.
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