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The Modifying Effect of Foreign Exchange Rate
Liberalization and Corporate Characteristics on the
Relationship between Herd Behavior and Stock Returns via
the Mediating Role of Trading Volume

(An Experimental Study on Companies Registered In the EGX70 Index)
Dr. Dalal Mohamed Ibrahim
Abstract:

The current study examined the impact of herd behavior on trading
volume, and tested the impact of trading volume on stock returns. It also
aimed to determine the impact of herd behavior on stock returns, and to
identify the mediating role of trading volume in the relationship between herd
behavior and stock returns. The study also addressed the modified role of
liberalizing the foreign exchange rate and the characteristics of companies in
the relationship between herd behavior and stock returns in the presence of
trading volume as an intermediate variable, through an experimental study on
companies registered in the EGX70 index from March 28, 2022 to April 30,
2023. The study led several results; the herd behavior has a significant effect
on (1) the volume of trading on the shares of companies, and on (2) the returns
of their shares. The results also revealed the presence of (3) a significant effect
of trading volume on stock returns in those companies, and (4) the mediation
of trading volume in the relationship between herd behavior and stock returns
in them. Finally, it was shown from the results of the study that the mediating
role of trading volume in the relationship between herd behavior and stock
returns varies with the liberalization of the foreign exchange rate and the
characteristics of companies.
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