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ABSTRACT 

Most SMEs experience economic collapse and even insolvency due to a lack of sufficient 
governmental support, particularly those working in growing nations like Egypt with a 
heavy focus on SMEs’ growth and political and economic instability. As a result, this paper 
seeks first to measure the consequences of COVID-19 on financial performance (FP) by 
comparing small and medium enterprises (SMEs) with listed corporations in the Egyptian 
Stock Exchange (EGX). Second, we examine the impact of governmental interventions on 
this association. Our sample includes 26 SMEs in the Tamayoz EGX and the highest 30 
firms listed in the EGX30. We applied pooled ordinary least square regression, paired 
sample test, and Barron and Kenny’s test. We used daily stock market returns from January 
2020 to November 2020. The proliferation of COVID-19 has an influence on stock prices 
in both the EGX30 and Tamayoz stock indexes. We furthermore find a partial mediation 
of income support, facial-covering, school closures, and restrictions on international 
movements on the linkage between COVID-19 and FP for SMEs. The stock prices listed 
in EGX30 seem more sensitive to governmental interventions than Tamayoz EGX. The 
findings confirm governmental interventions would have a significant role in the firm’s FP 
during the COVID-19 pandemic.
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INTRODUCTION

Lately, the world has been suffering a health crisis due to the COVID-19 pandemic 
that originated in China in December 2019 and spread rapidly worldwide. It has 
driven the World Health Organization (WHO) on 11 March 2020 to announce it 
as a global pandemic (Albulescu, 2020a). Internationally, on 18 April 2021, there 
have been 140,322,903 confirmed cases and 3,003,794 death cases (WHO, n.d). 
Astonishingly, exact events or news according to Shehzad and Sohail (2018) may 
cause stock prices to vary. The original coronavirus has a negative consequence; 
as pandemic behaviour is unidentified (Shehzad et al., 2020a). 

To stop the spread of COVID-19, every country has locked its markets and 
business, and the public is obligated to stay in their households. Consequently, 
unemployment has been augmented; the supply side has been scratched, economic 
development and sale of the traveling segment have been abridged (Leduc & Liu, 
2020). The global stock markets confronted an extreme smash in their market 
values. The market value of the Standard & Poor (S&P) 500 index subsequently 
dropped by 30% due to the COVID-19 pandemic. The verdicts informed that, 
throughout March, stock markets of France, Germany, and Italy come across 
an extreme decline in their values. Furthermore, the United Kingdom (UK), the 
United States (US), Hong Kong, Spain, and China’s stock markets run into a 
deterioration of 21.4%, 14.9%, 14.7%, 25.1%, and 12.1% in their prices from 8 to 
18 March 2020, respectively. Adam (2020) stated that financial markets are close 
to downfall as they were throughout the Global Financial Crises (GFC). COVID-19 
transported the world nearby for the financial crises riskier than GFC. Moreover, 
the financial instability index based on Leduc and Liu (2020), similarly known as 
“fear gauge” has stimulated to the highest level, upper than GFC time, whereas the 
US 10-years treasury return index moved down to the highest low level. The Asian 
Development Bank appraised the worldwide cost of COVID-19 by $4.1 trillion 
Alegado (2020). Therefore, this information according to Shehzad et al. (2020b) 
intimated the significance of sightseeing the impressions of COVID-19 on reputed 
stock markets globally and bear the consequences of its influence on the GFC.

According to Ozili (2020), COVID-19 affected the stock market in twofold tracks. 
First, the crisis forced the closing of business activities and corporations, then 
it affected the financial market. Second, the vagueness about COVID-19 cases 
correspondingly affected the investment decisions that initiated greater instability 
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in the stock market, and consequently, several corporations faced liquidity 
difficulties irrespective of their size. Nevertheless, COVID-19 may not essentially 
be damaging to the whole businesses and sectors. Most segments are affected and 
their share value breakdowns, such as air transport and tourism , while other sector 
such as healthcare may benefitted from this crisis. (Ashraf, 2020a; Mazur et al., 
2020). Nonetheless, the small and medium entreprises (SMEs) is still unexplored. 
It is becoming clear that based on Baldwin and Weder (2020), the financial and 
social significances of the present crisis will be thoughtful and long-lasting, and 
still mainly indeterminate. Governments will come out with diverse rules and 
strategies to ease the liquidity difficulties faced by businesses particularly the 
SMEs as well as providing financial provision for destitute households. 

The outbreak of COVID-19 has strictly affected nationwide as well as global 
economies. Several enterprises are facing diverse matters with a certain grade of 
losses. Enterprises are facing with hardships during this crisis such as a reduction in 
demand, termination of exportation orders, and lack of raw material and supplies, 
among others. We argue that one of the main victims of the COVID-19 outbreak 
is the SMEs, as SMEs compared with the large businesses, regularly do not own 
satisfactory resources, especially financial and managerial resources, and are not 
ready for such disturbances for a longer period of time (Bartik et al., 2020; Prasad 
et al., 2015). Furthermore, these businesses according to Williams and Schaefer 
(2013) are extremely relying on their routine corporate transactions and a small 
number of clients. Therefore, several SMEs are running out of stock, some scarcely 
remain to run, and some will be running out of stock soon. SMEs are the backbone 
for several global economies which provide return and employment generation for 
a large number of individuals worldwide. 

Furthermore, as a result of the shortage of governmental support, many SMEs are 
facing with economic decline and even become insolvent. SMEs have restricted 
competence and resources to recuperate from such crisis, particularly those 
working in emerging countries like Egypt with a high focus on SMEs’ growth and 
political and economic instability. Therefore, this study moved its foundation to 
examine the impact of the COVID-19 on SMEs in Egypt.

Several early papers focus on the COVID-19 influences on the stock markets 
returns (e.g. Ashraf, 2020a; Al-Awadhi, 2020; Zhang et al., 2020), and other 
papers underline the COVID-19 impact on financial volatility (e.g. Albulescu, 
2020a; Bakas & Triantafyllou, 2020; Lyócsa, et al., 2020; Zaremba et al., 2020),  an 
exchange rate (Cardona-Arenas & Serna-Gómez, 2020), business bonds (Nozawa 
& Qiu, 2021) or Eurobonds (Sène et al., 2020), prices of oil (Albulescu, 2020a), 
and economic strategy uncertainty (Albulescu, 2020b). Combined with employing 
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several techniques towards measuring the dissemination of the virus (Ahmar & 
Del Val, 2020; Pavlyshenko, 2020) or evaluating the source of health security 
(Chang & McAleer, 2020; McAleer, 2020), while only a few papers emphasise 
the COVID-19 impact on SMEs’ financial return in emerging countries. We add 
to this new strand of the literature. To the best of our knowledge, this is the first 
study addressing the impact of COVID-19 across Egypt by comparing the result of 
SMEs with listed corporations for daily information for the year 2020.

We are motivated to conduct this study for several causes. Our study is matching 
with the wave of the empirical studies that investigated the consequences of 
COVID-19. The contemporary literature solely focuses on investigating the 
impact of COVID-19 on major indices across stock markets while neglecting 
SMEs which are the most affected businesses during the pandemic compared 
to listed companies. SMEs are the backbone of countless economies worldwide 
which provide income to a large number of individuals around the globe. We were 
inspired to explore the impact of the COVID-19 on this segment. COVID-19 has 
created unprecedented uncertainty about the impact of the pandemic influence on 
the stock prices and how governments will respond, as well as the consequences 
of government policy (Wagner, 2020). The global stock market has responded to 
the COVID-19 with extraordinary volatility and substantial negative returns (e.g., 
Al-Awadhi et al., 2020; Ramelli & Wagner, 2020). The majority of the literature 
focuses on developed markets such as the US, the European Union, and China, 
with less attention paid to developing economies, which are characterised by a 
weak financial system and government intervention. This discrepancy prompts the 
authors to investigate this influence by concentrating on a different culture and 
developmental context, such as Egypt. This study aims to find out to what extent 
does the pandemic has the same effect on the stock market across different culture 
and different sector as SMEs. Moreover, the continuing pandemic will harshly 
hamper the activities of these businesses as SMEs are exceedingly reliant on the 
cash economy, which has been affected by the pandemic. Consequently, this study 
is inspired by Shafi et al. (2020) who suggested for further research about the 
impact of COVID-19 on SMEs across different contexts. As a result, it is possible 
to predict the situation of SMEs in other developing countries as well as understand 
how they have been affected by the COVID-19 pandemic.   

Why SMEs in Egypt? According to Bary (2019), Egypt’s SMEs are a critical engine 
of the Egyptian economy and one of the fastest expanding areas for increasing 
economic growth and achieving sustainability objectives. As we focus on SMEs, 
Egypt was chosen as one of the leading and pioneer countries in the Middle East 
North Africa (MENA) region that established stock exchange for SMEs; using 
Egypt’s Tamayoz stock market empowering researchers to access for financial 
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data. Egyptian Stock Exchange (EGX) launched in 2021 is a new index to track the 
performance of SMEs called Tamayoz Index. Egypt has also been selected since 
it is a COVID-19 epicenter and one of Africa’s most impacted nations (Lone & 
Ahmad, 2020). With regard to Egypt, none of the previous studies have measured 
the impact of COVID-19 on SMEs using secondary data and daily stock returns. 
We are driven by the uniqueness of Egypt as a case study and how it interacts 
with the pandemic through governmental decisions. Consequently, this justifies 
the need to explore the influence of the COVID-19 outbreak on SMEs operating 
in Egypt. 

Thus, this study aims to fill in the knowledge and time gap by: (1) investigating 
the influence of the COVID-19 pandemic on the Egyptian financial market that 
measured by the daily stock returns across the Egyptian SMEs and the highest 
30 corporations that listed in the EGX30, (2) comparing the results of the effects 
of COVID-19 over these two sectors for the year 2020, and (3) studying the 
impression of government activities and decisions during the pandemic over the 
prior relationship. To achieve our objectives, we used data for 26 SMEs listed 
in the Tamayoz EGX as well as the highest 30 companies listed in the EGX30 
index for daily stock market returns from January 2020 to November 2020. The 
analysis shows a partial mediation of the governmental actions as facial-covering, 
income support, school closures, and restrictions international movements on 
the association between COVID-19 and FP for SMEs. Correspondingly, we find 
that stock prices for listed firms in EGX30 seem to be sensitive to governmental 
interventions more than Tamayoz EGX. 

We found scarcity in the literature, which focus on both of small business and 
developing countries. Hence, we offer several important contributions to the 
existing literature. First, we contribute to the previous studies, which measure the 
stock market reactions surrounding broad catastrophes, severe weather, and flu 
outbreaks (e.g., Fleming et al., 2006; McTier et al., 2013). Second, we delve into 
the contemporary and mounting line of literature which examines the consequences 
of the COVID-19 pandemic on the financial markets (e.g., Alfaro et al., 2020; 
Al-Awadhi et al., 2020; Ali et al., 2020; Ramelli & Wagner, 2020; Schell et al., 
2020; Zhang et al., 2020). Our findings show that stock market returns may decline 
or increase in reaction to the COVID-19 pandemic, depending on the size of the 
business. Third, we add to the literature on the reactions of developing markets 
to crises and recessions (e.g., Dimitriou et al., 2013; Dooley & Hutchison, 2009; 
Neaime, 2012; Sugimoto et al., 2014). Fourth, our study contributes to previous 
research that examines the influence of COVID-19 on SMEs sector outcomes 
(e.g., Bartik et al., 2020; Robinson & Kengatharan, 2020; Shafi et al., 2020). 
Fifth, this study enriches the academic track which investigates SMEs in Egypt 
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(e.g., Abu Hatab et al., 2020; Zaazou & Salman, 2020). We contribute to research 
like Phan and Narayan (2020) and Ashraf (2020b), which show how government 
interventions might lessen the negative effects of crises like COVID-19 on 
stock market returns. It is suffice to say that the stock market’s reaction to the 
pandemic is dependent on the size of the business and the category of government 
intervention. While all these studies used primary data based on an online survey 
(questionnaire), we used secondary data which reflects the real situation for these 
firms during the crisis. Finally, we add to the literature of the consequences of 
COVID-19 through a comparison between two different indices, which are SMEs 
and listed corporations.

While the cost of the global economy’s lockdown in the aftermath of COVID-19 
is estimated by Mandel and Veetil (2020), the influence of the pandemic on FP is 
measured in this study. While Ashraf (2021) used data for four months (22 January 
to 17 April 2020), this study period is extent to November 2020. Contrary to the 
studies by Abu Hatab et al. (2020) and Zaazou and Salman (2020), this study uses 
secondary data acquired from Tamayoz EGX website.

LITERATURE REVIEW

COVID-19 in Egypt

In Egypt, related to COVID-19, the first case was confirmed on 16 February 2020 
and the first death case was recorded on 9 March 2020. Between mid-February 
until mid-July 2020, the number of confirmed cases has increased rapidly to 82,000 
cases, causing around 4,000 deaths which ranked Egypt as the second most affected 
country in Africa, after South Africa, according to the number of deaths and cases 
(WHO, n.d). In April 2021, it was ranked as one of the riskiest countries globally 
based on the level of COVID-19 spread. According to Lone and Ahmad (2020),  
Egypt is one of the world’s COVID-19 hotspots. As shown in Figure 1, from  
3 January 2020 until 18 April 2021, there have been 215,484 confirmed cases and 
12,694 deaths (WHO, n.d).
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Figure 1. The recorded cases of COVID-19 in Egypt from January 2020 to April 2021

Reactions of EGX30 and Tamayoz for COVID-19

Figure 2 shows the variation rate of EGX30 as well as Tamayoz indicators. EGX30 
and Tamayoz stocks create asymmetrically circulated huge negative returns in 
March 2020 that react to lockdown decisions. The EGX30 has dropped by 38% 
since the highest on 9 February 2020, and reached 8,756 Egyptian pound (EGP) on  
18 March 2020. After Egypt announced the stimulus package on 14 March 2020 
and as schools are closed, the EGX30 declined by 9.34% on the next day (EGX, 
2021). It reached a minimum point of 8,756.70 on 18 March 2020 with 166 cases 
and 4 deaths (Our World in Data COVID-19 dataset). In contrast, EGX30 gradually 
return to 10,885.11 on 23 November 2020 with 11,3027 total cases and 6,548 total 
deaths. From the time when most of the companies are forbidden from continuing 
operational throughout the compulsory isolation, they adjusted their employment 
costs through laying off workers. Therefore, this guide addresses the sharp decline 
in consumption, economic output, and the disruption of the upcoming cash flows. 
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However, COVID-19 may not essentially be damaging for all businesses and 
sectors. While most sectors suffer and share prices decreased, others may benefit 
from the pandemic as SMEs (authors’ own calculation with data from https://www.
egx.com.eg/ar/Indices.aspx) with 11,3027 cases and 6,548 deaths (Our World in 
Data COVID-19 dataset). 

Figure 2. Percentage change of EGX30 and Tamayoz

After the Egyptian government granted authorisation to reopen, several SMEs were 
having problems and difficulties in resuming operations that resulted in additional 
significant economic losses and putting others at risk of permanent closure.  
A contemporary survey on the influences of the pandemic for the 283 Egyptian 
SMEs showed that 3% of them has ceased their business permanently and 54% 
stopped provisionally due to the confirmed cases within the firms, government 
directions, or absence of demand (Global Communities, 2020). Sixty percent of 
the participating SMEs confronted a lack of labour, with a reduction in income 
between 25% and 39%.

https://github.com/owid/covid-19-data/tree/master/public/data
https://github.com/owid/covid-19-data/tree/master/public/data
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SMEs in Egypt Market

The Arab markets, such as Egypt’s, are marked by a high degree of variety in terms 
of regulatory systems, trade rules, and import controls, as well as procedural barriers 
such as regularly changing policy and short implementation periods (International 
Trade Center, 2016). These features of Arab marketplaces endangered Egyptian 
SMEs to market and price changes, raised their exposure to risks, and hampered 
their capacity to swiftly and properly adjust manufacturing processes to satisfy 
export needs during the COVID-19 pandemic.

SMEs have been one of the most common forms of corporations in Egypt over the 
last decade. According to Bary (2019), the SMEs sector in Egypt is a crucial driver 
of the Egyptian economy and is one of the fastest growing sector that contribute to 
economic development and support the sustainability of the economy. SMEs are 
one of the main players that creating job opportunities in the Egyptian marketplace, 
and one of the most significant influences that the government is concentrating on to 
support the improvement of its economy and accomplish sustainable development 
objectives.

Based on Egypt’s SMEs Law (No. 141, 2004) SMEs are categorised according to 
the number of staff: a maximum of 50 workers, capital up to EGP5 million, and 
revenues up to EGP10 million. The Egyptian Central Bank defined SMEs through 
size as micro (less than 10 workers), SMEs between 10 and 200 workers, and large 
more than 200 workers (Ayadi et al., 2017). SMEs in Egypt contributed about 
75% of the economic progress and 80% of employment. In Egypt, SMEs signify 
more than 90% of all corporations, nearly 60% of employment, and about 75% 
of the domestic value-added (African Development Bank, 2016). Nile Exchange 
(NILEX) which is currently known as Tamayoz is the first market for financing 
SMEs in the MENA region since 2011. Tamayoz offers financial opportunities 
for potential companies from several sectors without setbacks, to raise their 
competitiveness. This is enclosed in a charter between the flexibility of listing the 
promising businesses and protecting the rights of listed corporations and investors.

The sectorial circulation of SMEs in Egypt according to Elseoud et al. (2019) 
displays that the concentration in the industrial and trade segments was 51% 
and 40%, respectively; 4% for tourism; 3% for construction; and 2% for other 
activities. Ninety one percent of SMEs in Egypt are micro-companies, whereas 8% 
and 1% belong to SMEs and large-scale firms, respectively (CAPMAS, 2018). The 
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Central Bank of Egypt specified that SMEs’ share of funding represents the lowest 
rate of financing ranging from 2% to 4% of the total bank funding. According to 
the Central Bank of Jordan (2017), 8% of SMEs in Egypt have bank loans. 

Egyptian Government Policies to Support SMEs during COVID-19 

Throughout the last two decades, the Egyptian government and policymakers 
documented the substantial position and contribution of the SMEs sector to 
economic development and job creation in Egypt. Consequently, the Egyptian 
government approved the strategies to support SMEs. According to Mabrouk et 
al. (2020), it is sensible for Egypt throughout economic crises to approve digital 
transformation for the whole sectors, including, government, and private sector as 
well as the society. This transformation is critical to overcome the challenges and 
struggle caused by the pandemic. The pandemic should be a signal for the Egyptian 
government to coordinate its efforts with the private sector and civil society to think 
more aspiringly and creatively, channelling the investment towards infrastructure 
and improved technology to create more skilled and talented human resources. The 
financial measures taken by the Egyptian Government during the pandemic were 
wise and balanced, particularly those measures associated with backup SMEs (El-
Khishin, 2020). 

The Egyptian government took several measures to address the spread of the 
pandemic, such as the postponement of commercial global passenger flights, 
closure of schools on 15 March, closure of sports clubs, closing borders and travel 
ban on 19 March 2020 (Breisinger et al., 2020). An incentive package of EGP  
6.5 billion was introduced to improve crucial financial stresses for corporations and 
individuals, including SMEs. Several enterprises were provided with preferential 
interest rates to support the agricultural, industrial, tourism, and real estate sectors, 
while social protection programmes have been extended to curb the spread of the 
virus and to eliminate its negative effects.  

The activities of the  Egyptian government are signified in (1) cumulative 
expenditure on the healthcare sector, and rising allowances and salaries for 
medical staff; (2) implementing social distancing and suspending air traffic; and  
(3) provide support for the social protection, economy, and improve financial 
presence throughout the crisis to reinforce social protection agendas as well as 
offering limited protection for the most vulnerable groups affected by the pandemic. 
This comprised of EGP500 provision for three months for informal workforces, 
who are about 1.5 million individuals, until the end of 2020. 
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With a total of 160,000 recipients for Takaful and Karama cash transfer 
programmes and expanding the coverage for 3.1 million families, the Egyptian 
Central Bank decreases the interest rates through 350 collective basis points from 
16 March 2020 to 24 September 2020. This resulted in the interest rates to decrease 
to 8.75% and 9.75% on immediate deposit and loaning which are at their lowest 
levels since 2016. The Egyptian Central Bank also relief the financial settings and 
the maximum loan limits, particularly for SMEs. A few procedures have been 
introduced in the form of postponement in of tax repayment and loan refund to 
relieve the financial pressures on firms and individuals. The Egyptian Central Bank 
offers targeted support for definite sectors inventiveness by granting soft loans at 
a discount rate of 8% for manufacturing and private projects. The government has 
bargained and standardised the rate of gas, and subsidised electricity fees for the 
entire industries, which is fixed for a five years period. 

Conceptual Framework

The Efficient Market Hypothesis is a theory that claims that markets are efficient. 
According to Fama (1965), every asset’s price must represent fundamental 
information about the asset. It has been the dominant investment theory for 
more than 30 years (from early 1960s to mid 1990s). However, with the rise of 
behavioural finance in the early 1990s, the Efficient Market Hypothesis lost favour 
among academics and financial markets. The theory of the influence of human 
actions on investment decision-making originated as a conflicting and surrogate 
solution, not as a supplementary assumption. According to Daniel et al. (1998), 
Shefrin (2001), Sewell (2005), Subrahmanyam (2007), and Statman (2008), to 
understand the movement of asset prices, it is essential to take into account the 
psychology of the market participants. Since psychology studies human judgment 
and behaviour, it can also provide useful information about how human actions 
vary from traditional economic assumptions. Barberis (2011) suggests that certain 
financial effects are likely to be influenced by investors’ less rational actions, 
which are influenced by prejudices and psychological factors (Konstantinidis et 
al., 2012). 

Many factors such as economic processes, institutional and political constraints, 
information distribution, and accessibility, influence global financial markets. Short 
term price changes, on the other hand, are often driven by market participants’ 
reactions, which are not necessarily based on logic and are often influenced by 
mood or received the news. According to Daniel et al. (1998), market participants 
are likely to respond to information about certain events, but they are overly 
sensitive to irrelevant information and, at the same time, often respond poorly to 
major events (Bikas et al., 2013). 
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De Bondt et al. (2008) and Kourtidis et al. (2011) argue that understanding 
market participants’ psychology is essential for explaining market abnormalities 
such as crashes and comprehending the efficiency of financial markets. This may 
appear to imply that it is impossible to completely comprehend and study the 
global financial market without referring to the actions of the market participants. 
According to the psychology of humans, because of the dynamics of financial 
crisis knowledge becomes progressively asymmetrical, with news having a greater 
effect than fundamentals. As a result, there is substantial evidence that financial 
markets are governed by market participants’ reactions to events, for example, 
Lee et al. (2002), De Bondt et al. (2008), and Kourtidis et al. (2011). As stated by 
Kourtidis et al. (2011), while traditionally financial theories examine how people 
behave for wealth maximisation, behavioural finance is interested in how people 
“actually” behave in a financial market. This supports the hypothesis of over 
reaction proposed by Barberis et al. (1998) and Hong and Stein (1999). 

Since market participants have differing viewpoints on how to perceive new 
information, the price can diverge from the fundamental value. A key factor in 
the over reaction hypothesis, according to Barberis et al. (1998), is that a series 
of good or bad news will cause market participants to over react if they believe 
the pattern will continue. According to Daniel et al. (1998), there is a distinction 
depending on whether the information is public or private. As a result, market 
participants are overconfident in their private information, resulting in market 
over reaction. They, on the other hand, tend to under-react to public knowledge in 
general. The over reaction hypothesis, as proposed by De Bondt (2008), notes that 
market participants often respond disproportionately to information (fundamentals 
and news), resulting in a temporary departure from fundamental value. As market 
participants digest the details, the price usually reverts to the fundamental value 
within a short period (Fakhry, 2016). 

According to the literature that focuses on the effect of SARS pandemics like 
Gupta et al. (2005), Chen et al. (2007), and Beutels et al. (2009), asset returns are 
lower during and after pandemics. Following such occurrences, people tend to stop 
investing and choose to cut their losses by withdrawing their deposits, resulting in 
a decrease in economic activity and, as a result, a decrease in general growth. In the 
current situation, with COVID-19 most investment returns are negative because 
economic activity has almost come to a halt. According to Funk et al. (2009), shifts 
in investor behaviour are primarily related to the preservation of personal capital, 
as they are more worried about their safety than the welfare of the entire society 
(Rababah et al., 2020). 
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Markets over react to unexpected news, and the market corrects itself as more 
information becomes accessible and people have a better understanding of 
the implications. COVID-19 reflects apprehension about the unknown, and it 
is this apprehension that causes reactions. We are guided in our explanation of 
the behaviour of stock prices by the investors’ under reaction and over reaction 
hypothesis. Any stakeholder is likely to lose money because of the crisis. When an 
extraordinary crisis emerges and little or nothing is known about it, governments’ 
initial response tends to be an over reaction driven by the fear associated with the 
crisis. However, as more information about the crisis becomes accessible – that is, 
as policymakers become more at ease coping with the crisis and its consequences 
– they will correct their reactions. As markets are a function of government, they 
will respond with government decisions (Phan & Narayan, 2020). 

IMPACT OF CRISIS AND COVID-19 ON BUSINESS AND FP

Historically, markets were affected through a pandemic, resulting in significant 
loss of life and economic impact on financial markets. A definite illustration would 
be based on Fernandes (2020) study on the feast of Ebola disease in 2013–2016 
that caused USD53 billion loss in the US. Gupta et al. (2005) investigated the 
economic impacts of isolation in Toronto. He supports the negative impression. 
SARS is the most examined pandemic in the literature. For instance, Zhang et al. 
(2020) measure the influence of SARS on China’s stock market. In the same way, 
Nippani and Washer (2006) investigate the effect of SARS on the stock markets 
across eight markets. They concluded SARS had negative impacts. Several papers 
support the negative impact of SARS including Chen et al. (2007) for Taiwan. 

According to Ichev and Marinc (2016), the geographical proximity of the Ebola 
endemic in 2014 had a harmful influence on the US market. Similarly, Del Giudice 
and Paltrinieri (2017) support the same negative effect of the Ebola epidemic on 
the market return. Wang et al. (2013), found that the occurrence of infectious 
diseases led to substantial fluctuations in the returns of Taiwan biotechnology 
shares. Macciocchi et al. (2016) measured the economic influence of the Zika virus 
in Brazil, Argentina, and Mexico. The average return rate on the day after the 
shock became –0.90%. 

The literature that measured the impact of COVID-19 on the instability of the 
market provides mixed results. Yilmazkuday (2022) examines the effect of 
COVID-19 on the performance of the S&P 500 market index. He indicates that 
having a 1% increase in the collective daily-definite number of COVID-19 is 
related to a concession of 0.01% in the next day, as well as a 0.03% reduction in 
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the subsequent month. Correspondingly, Corbet et al. (2020) found that the firms 
with “corona” word in their names experienced robust negative hourly returns and 
a remarkably large growth in hourly instability when COVID-19 was publicised. 
Several papers supported the significant downtrend in the stock market after the 
pandemic (e.g., Nia, 2020) across Indonesia. Whereas Onali (2020) claims that, 
there has not been a major consequence on the US stock market returns. Albulescu 
(2021) studied the influences of COVID-19 on the financial instability of the stock 
market in China for 40 days after the global monitoring of COVID-19 was activated. 
He displayed that; the number of reported cases had a negative association with 
financial instability. Liu et al. (2020) shown that the abnormal return of Asian 
stock indices declines more than other indices through the COVID-19. 

In the end, any crisis as COVID-19 pandemic shaped, constructed, reflected, 
and delivered for the society, markets and individuals through the disclosure and 
information channels. Understating the impact of disclosure over the stock market 
return is important as a basis for the impact of COVID-19 over the stock return. 
The literature explores the impact of narrative disclosure and information about the 
stock market returns. For example, Hassanein and Hussainey (2015) examine to 
what extent forward looking financial disclosure (FLFD) is diverse in response to 
variations in FP. It finds a link between variation in FLFD and variation in earnings 
performance. Hassanein et al. (2019) study the influence of forward looking 
disclosures on the values of UK FTSE all stocks. It finds that forward looking 
disclosures have no influence on the values of high performing companies, though 
they positively improve investors’ assessment of low performing corporations. 
Azrak et al. (2021) find that the prominence of disclosure on stock price volatility 
is economically insignificant; signifying that inoculating more information into 
markets would increase stock price volatility only slightly.  

Based on the previous literature, to what extent COVID-19 can affect the stock 
return. Alfaro et al. (2020) use data from the US market and found a drop in the 
market value as a reaction for COVID-19. Similarly, for Al-Awadhi et al. (2020), 
COVID-19 negatively affects returns of the stock market across the Shanghai Stock 
Exchange and Hang Seng. Ashraf (2020a) tested data across 64 countries and 
found that the whole stock markets responded negatively to COVID-19. Similarly, 
the literature supports the negative effect of the COVID-19 on the daily stock 
market returns (e.g., Gherghina et al., 2020) for the US, Italy, Spain, Germany, 
France, China, UK, and Romania; Shehzad et al. (2020a) for US and Europe; Lee 
et al. (2020) for Malaysia; Mishra et al. (2020) for India. In addition, Erdem (2020) 
examined the stock market across 75 nations and sustained the negative influence. 
Rababah et al. (2020) specify that growing of COVID-19 harmfully affected the 
income of firms that in turn led to a dropping of FP of Chinese firms. Nevertheless, 
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Zeren and Hizarci (2020) found that there was no link between COVID-19 and the 
performance of the stock markets across Germany, France, and Italy.

Related to the developing markets, Beck et al. (2020) examined 10 developing 
markets and found that, most businesses were damagingly influenced through 
COVID-19. While Haroon and Rizvi (2020) reconnoitered 23 emergent markets 
and show an indication that dropping (rising) of corona cases is associated with 
improving (deteriorating) liquidity in the financial markets. While most of the 
previous studies apply this association through focusing on during the pandemic, 
Machmuddah et al. (2020) detect the stock prices before and after COVID-19 
across 56 Indonesia listed firms. They specify a significant variance between the 
closing stock price and volume of stock trade before and after the pandemic. The 
results support the hypothesis of an efficient market, which states that the more 
efficient market achieved through the more comprehensive delivered information. 

For the association between COVID-19 cases and return of the stock market, Zeren 
and Hizarci (2020) found that the aggregate number of COVID-19 cases have 
an integration association with stock markets. Several papers support the same 
negative association (e.g., Albulescu, 2020a; Ashraf, 2020a; Yilmazkuday, 2022). 
For the linkage between COVID-19 death and return of the stock market, several 
papers support the same negative association (e.g., Alber, 2020; Yilmazkuday, 
2022). For Albulescu, (2020a), a greater death percentage, lean towards rising the 
financial market instability. Furthermore, Alber (2020) concluded that the return of 
the stock market appears to be more sensitive for COVID-19 cases than deaths and 
also in the cumulative cases than in new or daily numbers. He approves the negative 
influence of the spread of COVID-19 on the stock market returns. According to 
Ashraf (2020a), the negative response was only substantial for the growth in 
cases’ number but not to the progress in deaths’ number. While, Al-Omoush et 
al. (2020) indicate that social capital and cooperative knowledge production have 
a key impact in attaining e-business proactiveness in reacting to the pandemic, 
based on an online poll of 198 managers. The analysis moreover demonstrate 
that collaborative knowledge production and e-business innovativeness have a 
favorable effect on corporate agility throughout a crisis. López-Cabarcos et al. 
(2020) investigate the association between financial (VIX, S&P GSCI Gold Index) 
and social (global daily variation in total fatalities from COVID-19) factors and the 
performance of the video game and eSports financial market fund. They reveal that 
social factors have a smaller effect than financial indicators.

Related to the impact of macroeconomic factor as culture on the association 
between COVID-19 and stock market, Ashraf (2021) measures to what extent the 
stock market’s response to the pandemic is moderated by national level uncertainty 
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avoidance across 43 countries. The analysis shows that the reduction in stock 
returns in reaction to a 1% rise in cases reported is bigger for nations with higher 
national level uncertainty aversion.

Impact of COVID-19 on SMEs

Since SMEs are economically fragile and smaller size, they are more susceptible to 
disaster than larger businesses (Bartik et al., 2020). The effect on the SMEs by the 
crisis may be directly or indirectly (Eggers, 2020). The direct influence comprises 
supply chain troubles, fatalities, property destruction, as well as loss of inventories. 
The indirect consequence for crisis comprises damage for public infrastructure 
as communication, electricity, and transport system, roads leading for the rise in 
production cost and corporate discontinuity. According to the International Trade 
Center (2020), SMEs have been on the front lines, as clients are remaining at 
homes, supply chains blackout and the small scale businesses that deliver 70% of 
work chances in markets have been put under plain pressure. 

Several studies have reported the shocking influence of such occasions on SMEs. 
For example, the 1999 earthquake in Turkey based on Asgary et al. (2020) strictly 
affected SMEs with costs estimated at USD 1.1–USD 4.5 billion. Likewise, the 
2011 flooding in Thailand according to Auzzir et al. (2018) affected no less than 
557,637 firms, with 2.5 million job fatalities, and 90% of these companies were 
SMEs. More than 13,000 SMEs were affected in Malaysia, because of flooding 
in 2014 (Auzzir et al., 2018). Samantha (2018) informed that, in 2016, a humid 
storm strictly hit western parts of Sri Lanka that causes massive destruction for 
society generally and over SMEs particularly. Several developed countries have 
experienced comparable calamitous effects on SMEs. SMEs in the UK based on 
Bennett and Phillipson (2004) through the 2001 foot and mouth disease, agonised 
from gigantic losses, mainly, the non-farming losses were valued to be GBP 5 
billion.

Related to the impact of the COVID-19 pandemic on the SMEs, according to 
Rababah et al. (2020), SMEs are the greatest affected by this crisis. Shafi et al. 
(2020) based on the online questionnaire for 184 Pakistani SMEs, found that over 
83% of firms were neither prepared nor have any strategy for handle such a situation 
that led to a lessening in their incomes. Further, more than 2/3 of participating 
firms could not continue if the lockdown remain for more than two months. Bartik 
et al. (2020) investigated how COVID-19 affects small companies by a survey of 
5,800 SMEs in the US. The 43% are locked since January 2020. They found also 
that SMEs are delicate on financially astute. Beraha and Duricin (2020) measure 
the effect of a pandemic on SMEs in Serbia via an online survey. They indicated 
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that the crisis has negatively pretentious the regular activities of SMEs. Twenty 
percent of firms have moved to work online. About 10% faced further difficulties 
as a decrease in insufficiency of resources, working hours, payment of salaries, and 
incompetent production. Robinson and Kengatharan (2020) based on 14 SMEs 
in Sri Lanka through interviews; found that strategies adopted to overcome the 
negative impression of COVID-19 have arisen at great economic and human costs. 

Evidence from Egypt

Comparably, Egypt has also experienced such a shocking crisis instigated through 
environmental disasters. For example, Mazur et al. (2020) study businesses’ 
direct reactions to COVID-19 and examine the single day risky events EGX30 on  
15 March 2020. They find that corporations from diverse sectors as transportation, 
shipping, automobiles, and real estate are hit hardest and drop over 8% of their 
market values in that day. Nevertheless, from 18 March to 26 November 2020, the 
stock market gains positive earnings. Abdelrhim and Elsayed (2020) examine the 
impact of COVID-19 on EGX30 over the time from 1 March, until 10 May 2020. 
They specify that the stock market return looks to be more sensitive for aggregate 
death than daily deaths from the virus, as well as new cases more than aggregate 
cases of the virus.

Based on a survey of 166 Egyptian agri-food SMEs, Abu Hatab et al. (2020) found 
that risk appraisal was substantially asymmetric among geographical regions. 
Longer cash flow coverage periods and larger overall asset values were associated 
with reduced risk perceptions, as cash and assets served as a cushion against 
the influence of COVID-19. Likewise, Zaazou and Salman (2020) examine the 
influence of COVID-19 on SMEs in Egypt based on a semi-structured interview, 
in addition to the quantitative method. The impresarios agree that firms should be 
elastic and seek investments in innovation. Hence, we propose that:

H1: COVID-19 has a negative effect on the stock returns for EGX-SMEs 
index.  

H2: COVID-19 has a negative influence on the stock returns for EGX30 
index. 

Impact of governmental intervention on the FP during the COVID-19 

In reaction to COVID-19, governments scrambled with emergency activities, as 
travel limitations, lockdowns, testing and quarantining, and financial packages. 
The core object of these activities was to safeguard social distancing for containing 
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the feast of disease on one hand, whereas for diminishing the opposing economic 
influence on the other hand. Here, we examine the stock markets’ reaction to 
the Egyptian government’ intervention during the pandemic. Phan and Narayan 
(2020) measure the government responses for COVID-19 across the top-25 
countries affected by this crisis. Throughout the initial stages of the pandemic, 
stock prices reacted negatively. Conversely, the response in 50% of markets was 
positive, signifying a promising market improvement. Ashraf (2020b) measures 
the predictable economic influence of government intervention on stock market 
returns. Across 77 countries, he finds that social distancing has a straight negative 
influence on the stock returns, whereas an indirect positive impression through 
sinking the progress rate of novel definite cases. Income support packages and 
containment and health strategies have a straight positive influence on the stock 
returns. We claim that, if strict Egyptian government intervention reduces the 
intensity of local outbreaks, then they weaken the negative market reaction to the 
growth of COVID-19. 

H3: Interventions for the Egyptian government against the COVID-19 
pandemic has a positive effect on the stock returns for the EGX-SMEs 
index. 

H4: Interventions for the Egyptian government against the COVID-19 
pandemic has a positive effect on the stock returns for the EGX30 
index. 

RESEARCH DESIGN 

Data and Methodology

Our sample includes two groups of businesses across Egypt. The 26 SMEs listed 
in the EGX SME Market index and the highest 30 firms listed in the EGX 30 
stock market index. We adopt an Ordinary Least Squares (OLS) regression for 
investigating the new coronavirus impact on the FP. We also used paired sample test 
for measuring the impact before and after COVID-19 became a global pandemic. 
We used also Baron and Kenny’s test for measuring the impact of government 
interventions as a mediator between daily stock return and COVID-19. We used 
the daily data for stock market returns from January 2020 to November 2020. 
Furthermore, we primarily gathering data from three key sources: The Egypt 
stock market website, our world in data COVID-19 website, and website of the 
University of Oxford website.
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Furthermore, we selected the sample period from 2 January 2020 to 21 November 
2020. Because the highest response to the closure emerged during this period, as 
the indicators (EGX30, Tamayoz) were influenced by a negative impact as a result 
of the pandemic, but these indicators began to rise after this period, as shown in 
Figures 3. Hence, we begin with an examination of the daily stock  returns, the 
results reveal that all variables fluctuate throughout this period, showing the impact 
of the COVID-19 crisis’ beginning and continuing. While the EGX30 index began 
to indicate relative stability by the end of 2020, with returns appearing to range 
close to zero, the Tamayoz index for medium and small businesses is unstable. 

Figures 4 and 5 present the total of deaths and cases during our selected period. 
We chose this sample period because the early COVID-19 confirmed cases and 
government reactions globally principally happened throughout this period. 
Ramelli and Wagner (2020) claim that the most significant period concerning 
market response for this pandemic was from 20 January to 20 March 2020. 
Similarly, for Hale et al. (2021), the average international government replies 
curves compressed, and even started decreasing, from mid-April forward. Most 
of the literature focuses on the period from January until April. We extended this 
period until November 2020 to see to what extent our results will differ compared 
with the previous studies.

Why Egypt? For a variety of reasons, Egypt was chosen for this research. First, 
SMEs have access to data about EGX30 and Tamayoz. Second, Egypt is a 
developing country with a high COVID-19 risk rating and a large contribution 
from SMEs. Third, Egypt was classified in Level 4 in April 2020, indicating 
that COVID-19 had a very high impact on the country (Centers for Disease 
Control and Prevention, 2021). Fourth; Egypt is the only nation in the MENA 
region to have a favorable short term prognosis, with real GDP growth of 2.2% 
in COVID-19 in 2020. Since 2010, Egypt has been one of the first developing 
nations in the Middle East to establish a stock exchange for SMEs. Fifth, 
Egypt has 2.5 million small and medium-sized businesses, accounting for more 
than 90% of the country’s businesses and 75% of its employment. Moreover, 
Egypt was one of the main nations in the MENA area to assist SMEs during 
COVID-19, announcing a EGP100 billion fund for industrial SMEs in 2019, 
which was expanded to all industrial sectors after the epidemic, demonstrating 
the government’s understanding of SMEs throughout the pandemic. The prior 
information regarding Egypt and SMEs, as well as how they interact with 
COVID-19, distinguishes Egypt from other nations in terms of COVID-19’s 
repercussions, which make for a unique sampling for our article.
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Figure 3. EGX30 and Tamayoz returns from 1 January 2020 to 30 December 2021

Figure 4. The total cases in Egypt from 16 February 2020 to 19 November 2020

Figure 5. The total deaths in Egypt from 16 February 2020 to 19 November 2020
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Research Models 

Model (1): Impact of COVID-19 on the FP for EGX30 index 

DSR – EGX30it = β0 + β1 TCit + β2 NCit + β3 TDit + β4 NDit + εit	 (1)

Model (2): Impact of COVID-19 on the FP for the Tamayoz EGX-SMEs index

DSR – Tamayozit = β0 + β1 TCit + β2 NCit + β3 TDit + β4 NDit + εit	 (2)

Model (3): Impact of COVID-19 on the FP after controlling the governmental 
interventions for EGX30 index 

DSR – EGX30it = β0 + β1 TCit + β2 NCit + β3 TDit + β4 NDit + β5 ISit + β6 DRit + 
β7 SIit + β8 CIit + β9 FCit + β10 WPCit + β11 SCit + β12 CPTit + 
β13 ITCit + β14 RIMit + εit	 (3)

Model (4): Impact of COVID-19 on the FP after controlling the governmental 
interventions for Tamayoz EGX-SMEs index
DSR – Tamayozit = β0 + β1 TCit + β2 NCit + β3 TDit + β4 NDit + β5 ISit + β6 DRit 

+ β7 SIit + β8 CIit + β9 FCit + β10 WPCit + β11 SCit + β12 CPTit 
+ β13 ITCit + β14 RIMit + εit	 (4)

Model variables

The FP for our selected companies is measured based on daily data for stock 
market returns from January 2020 to November 2020. These data were collected 
from (EGX, 2021). To measure governments’ reaction to COVID-19 led crisis, we 
use Oxford COVID-19 Government Response Tracker (Ox-CGRT) database use 
this URL: https://ourworldindata.org/coronavirus/country/egypt as suggested and 
adopted by Hale et al. (2021) and Ashraf (2020b). OX-CGRT has measured the 
responses of governments based on three indexes: containment index, stringency 
index, and economic support index. The economic support index comprises two 
indicators, which are debt/contract relief for families’ programs and government 
income support for residents during the crisis. The containment index includes 
three indicators, which are testing policy, public awareness campaigns, and contact 
tracing. This index signifies government policies concerning health schemes as 
the COVID-19 testing regime. Stringency index records information on social 
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distancing measures and comprises eight indicators: workplace closing, school 
closes, boundaries on meeting size, stop public events, stay at home requirements, 
close public transport, restrictions on international travel and restrictions on internal 
movement. All of these indexes are a simple preservative score of the fundamental 
indicators and scaled from zero to 100. Some indicators are excluded according to 
availability of data or because the Egyptian government does not apply well these 
policies or as the data is incomplete such as cancels public events, restrictions 
on gathering size, and stay at home requirements. The variable of COVID-19 is 
measured based on four factors, which are total cases, new cases, total deaths, 
and new deaths. This data is collected from the Our World in Data COVID-19 
dataset, https://ourworldindata.org/coronavirus/country/egypt. Table 1 presents 
the variables for this study. 

Table 1
Variables and definition 

Symbol Variables Definition
Financial performance 
DSR Daily stock 

return 
It measured as daily change in EGX30, Tamayoz index, value and 
measured through Egyptian currency.

COVID-19 pandemic outbreak
TC Total cases Total confirmed COVID-19 cases per million people.
NC New cases Daily new confirmed COVID-19 cases per million people.
TD Total deaths Total confirmed COVID-19 cases per million people.
ND New deaths Daily new confirmed COVID-19 deaths per million people.
Governmental Interventions 
IS Income 

support
It captures if the government is casing salaries or any direct cash 
payments, of people who miss their jobs or cannot work. Takes value  
0 with no income support, 1 government is support less than 50% of 
lost salary, 2 government is support 50% or more of lost salary.

DR Debt relief It captures if the government is subzero financial duties through 
COVID-19 pandemic, like preventing repayments of loans, stopping 
services as water from stopping. Takes value 0 with no debt relief,  
1 narrow relief, and 2 broad debt relief. 

SI Stringency 
index

It archives information on social distancing rules, it a merged measure 
based on 9 reply indicators counting school closures, workplace 
closures, and travel bans. It scaled to a value from 0 to 100  
(100 = strictest). 

CI Containment 
index

It a merged measure according to 13 policy indicators counting school 
closures, work place closures, travel bans, testing policy, contact 
tracing, face coverings, and vaccine policy. It scaled a value from  
0 to100 (100 = strictest). 

(Continued on next page)

https://ourworldindata.org/coronavirus/country/egypt
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Symbol Variables Definition
FC Facial 

coverings
Measure government rules on the use of face casings outside-of-home. 
Takes value 0 with no policy, 1 recommended, 2 required in some 
specified public spaces, 3 required in all public spaces, 4 required 
outside the home at all times.

WPC Workplace 
closures

Workplace closures through the COVID-19 pandemic. Takes value  
0 with no measures, 1 recommend closing, 2 require closing for some 
sectors or categories of workers, 3 require closing (or work from home) 
all but essential workplaces.

SC School 
closures

Measure government strategies on school closures. Takes value 0 with 
no measures, 1 recommend closing, 2 require closing only some levels 
or categories, 3 require closing all levels.

CPT Close public 
transport

Measure government procedures on public transport closures. Takes 
value 0 with no measures, 1 recommend closing, 2 require closing.

ITC International 
travel 
controls

Government rules on limitations on international travel controls. Takes 
value 0 with no measures, 1 screening, 2 quarantine arrivals from high-
risk regions, 3 ban on high-risk regions, and 4 total border closure.

RIM Restrictions 
internal 
movements

Government rules on restrictions on internal movement/travel between 
cities. Takes value 0 with no measures, 1 recommend movement 
restriction, 2 restrict movement. 

Empirical Analysis

This section provides a brief description of the variables as reported in Table 2 
based upon the reported data from 4 January 2020 to 15 November 2020. The 
11,277.878 mean value of stock return in EGX30 and 763.771 for Tamayoz 
stock market. For EGX30, the minimum and maximum values are 8,756.7 
and 14,108.24, respectively. Tamayoz has a minimum and maximum value of 
468.78 and 1,200.93. This is indicates of an increase in average stock prices 
listed on EGX30 compared to average stock prices listed on the Tamayoz Stock 
Exchange, suggesting daily market returns witnessed wide fluctuations .The 
mean values of total cases, new cases, total deaths, and new deaths are 50,533.01, 
333.84, 3,379.24, and 20.02 cases, respectively. For governmental interventions 
indicators, we observed that all indicators existed in the Egypt context. 

Table 1 (Continued)
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Table 2
Descriptive statistics 

Min Max Mean Std. 
Deviation Skewness Kurtosis

Price EGX30 8,756.7 14,108.24 11,277.878 1,290.836 1.000 –0.021
Tamayoz 468.78 1,200.93 763.771 189.051 0.641 –0.682
Total cases 0 113,027 50,533.01 46,693.31 0.064 –1.843
New cases 0 1,691 333.84 456.83 1.693 1.617

Total deaths 1 6,548 3,379.24 2,512.44 –0.197 –1.705
New deaths 0 97 20.02 24.491 1.692 1.976
Income support 0 1 0.55 0.499 –0.198 –1.979
Debt relief 0 2 1.50 0.869 –1.156 –0.671
Stringency index 0 84.26 52.6579 31.0156 –0.890 –0.785
Containment index 0 81.25 53.4760 28.3011 –1.082 –0.564
Facial coverings 0 3 1.39 1.083 –0.316 –1.444
Workplace 
closures

0 2 1.53 0.847 –1.275 –0.378

School closures 0 3 1.79 1.058 –0.743 –0.675
Close public 
transport

0 2 0.92 0.769 0.144 –1.291

International travel 
controls

0 4 1.65 1.664 0.543 –1.427

Restrictions 
internal 
movements

0 2 1.47 0.885 –1.072 –0.859

Table 3 reports the correlation matrix between main variables. We revealed a 
negative and significant relationship between containment index, facial coverings, 
workplace closures, school closures, close public transport, international travel 
controls, and international travel controls with stock returns for firms listed in 
EGX30. On the other hand, government interventions have a positive and significant 
link with stock returns for Tamayoz listed firms. Suggesting when the government 
implements a new policy, stock prices increase. Regarding to the number of daily 
COVID-19 infections and deaths show a positive and significant correlation with 
stock for EGX index. While, the number of new infections and the number of new 
deaths has a negative and significant impact on stock prices listed in Tamayoz 
index. A Pearson correlation matrix is used also to confirm the multicollinearity of 
the explanatory variables. Multicollinearity occurs when two or more explanatory/ 
independent variables are highly correlated. If the Pearson correlation coefficient 
exceeds 0.7, we conclude that multicollinearity exists. The results are shown in 
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Table 3, where the correlation coefficients are low (0.7), indicating that there is no 
serious problem with multicollinearity among these variables. The above stated 
models of analysis are estimated using panel data regression. Many problems 
related to cross sectional specification, such as unobserved heterogeneity, degrees 
of freedom, dynamics, and collinearity among the explanatory variables, can be 
solved using panel data. It incorporates firm characteristic effects to account for 
unobserved firm heterogeneit. 

To test our hypotheses developed in this paper, several statistical models are 
performed. We conduct a multivariate analysis as presented in Table 4 related 
to Models 1 and 2. At first, we checked the effect of COVID-19 on the stock 
prices of Egyptian listed companies in two panels of data; Panel (A) reports the 
results for the EGX30 and Panel B for the Tamayoz index. In both panels, the 
results for total cases, new cases, total deaths and new deaths suggest that those 
variables affect stock market returns. The results suggest that there is a positive 
correlation between total cases and new cases with stock price in Panel (A) at a 
significant level 5% the value of the coefficient for the above-mentioned period is 
less than 0.5, which is statistically significant, whereas total cases with stock price 
in Panel (B) has a negatively correlated at 5% as a significant level. Consistent 
with previous literature which examined the relationship between COVID-19 on 
stock prices, we reveal that the difference in results in the two indexes come from 
the differences in size and structure of these indices. Furthermore, our findings 
indicate that the spread of COVID-19 has an effect on stock prices in both the 
EGX30 and Tamayoz stock indices. Besides that, a one-unit increase in new deaths 
and total deaths resulted in a decrease in stock market performance of EGX30 
from 4 January 2020 to 15 November 2020. Otherwise, a one-unit increase in new 
deaths and total deaths had a significant positive impact on the movement of stock 
prices in the Tamayoz index at a significant level of 5%; the value of the coefficient 
for the above-mentioned period is less than 0.5, which is statistically significant 
during the pandemic period, which has a significant impact on emerging stock 
markets.

Moreover, we suggest investigating the main reasons for these contradictory results 
by examining the impact of the outbreak on each index classified by the level of 
activity sectors of the entities composing these two sub-samples. The results in a 
Table 5 show the significance of our model in both EGX 30 and Tamayoz index by 
adding the activity level by sectors to our model. The impact of COVID-19 on the 
stock return for Tamayoz stock classified by sectors seems to be relatively negative 
when compared to EGX30 sectors. Our findings shed light on both the financial 
fragility of many small businesses, as well as the significant impact COVID-19 
had on these businesses in the periods of COVID-19 compared to firms listed in 
the EGX30 index.



 Sherif Ismail El-Halaby et al.

398

Ta
bl

e 
4

Re
gr

es
si

on
 a

na
ly

si
s f

or
 th

e 
Im

pa
ct

 o
f C

O
VI

D
-1

9 
on

 E
G

X3
0 

an
d 

Ta
m

ay
oz

 in
de

x 

	
M

od
el

 (1
): 

Im
pa

ct
 o

n 
EG

X
30

M
od

el
 (2

): 
Im

pa
ct

 o
n 

Ta
m

ay
oz

 

M
od

el

U
ns

ta
nd

ar
di

se
d 

co
effi

ci
en

ts
St

an
da

rd
is

ed
 

co
effi

ci
en

ts
T

Si
g.

U
ns

ta
nd

ar
di

se
d 

co
effi

ci
en

ts
St

an
da

rd
is

ed
 

co
effi

ci
en

ts
T

Si
g.

B
St

d.
 

Er
ro

r
B

et
a

B
St

d.
 

Er
ro

r
B

et
a

(C
on

st
an

t)
10

,0
28

.9
0

57
.7

78
17

3.
57

7
0.

00
0

62
0.

44
7.

36
4

84
.2

59
0.

00
0

To
ta

l c
as

es
0.

02
3

0.
01

0
1.

88
4

2.
32

2
0.

02
1*

–0
.0

22
0.

00
1

–5
.7

29
–1

7.
84

6
0.

00
0**

*

N
ew

 c
as

es
0.

31
6

0.
12

4
0.

28
5

2.
55

6
0.

01
1*

0.
14

2
0.

01
6

0.
39

7
8.

97
6

0.
00

0**
*

To
ta

l d
ea

th
s

–0
.2

33
0.

17
1

–1
.1

11
–1

.3
68

0.
17

3
0.

45
5

0.
02

2
6.

61
3

20
.6

27
0.

00
0**

*

N
ew

 d
ea

th
s

–5
.4

00
2.

92
3

–0
.2

56
–1

.8
48

0.
06

6*
1.

13
8

0.
37

1
0.

16
7

3.
06

3
0.

00
3**

M
od

el
 

Su
m

m
ar

y
Si

g	
0.

00
0	

A
dj

us
te

d 
R

 S
qu

ar
e	

0.
56

5
D

ur
bi

n-
W

at
so

n	
0.

27
5	

F	
55

.5
5

Si
g	

0.
00

0	
A

dj
us

te
d 

R
 S

qu
ar

e	
0.

93
4

D
ur

bi
n-

W
at

so
n	

0.
36

0	
F	

57
9.

03
7

Ta
bl

e 
5

Re
gr

es
si

on
 a

na
ly

si
s f

or
 th

e 
Im

pa
ct

 o
f C

O
VI

D
-1

9 
an

d 
th

e 
le

ve
l o

f a
ct

iv
ity

 se
ct

or
s o

n 
EG

X3
0 

an
d 

Ta
m

ay
oz

 in
de

x 

M
od

el

M
od

el
 (3

): 
Im

pa
ct

 o
n 

EG
X

30
M

od
el

 (4
): 

Im
pa

ct
 o

n 
Ta

m
ay

oz
 In

de
x 

U
ns

ta
nd

ar
di

se
d 

co
effi

ci
en

ts
St

an
da

rd
is

ed
 

co
effi

ci
en

ts
T

Si
g.

U
ns

ta
nd

ar
di

se
d 

co
effi

ci
en

ts
St

an
da

rd
is

ed
 

co
effi

ci
en

ts
T

Si
g.

B
St

d.
 E

rr
or

B
et

a
B

St
d.

 E
rr

or
B

et
a

(C
on

st
an

t)
27

.4
55

5.
26

3
5.

21
7

0.
00

0
62

0.
44

7.
36

4
70

.3
41

0.
00

0
C

O
V

ID
-1

9
–3

.3
92

5.
07

7
–0

.0
37

66
8

0.
03

0
–0

.0
22

0.
00

1
–5

.7
29

–1
7.

84
6

0.
00

0
Le

ve
l o

f 
ac

tiv
ity

1.
46

6
0.

54
1

–0
.1

50
2.

70
9

0.
00

7*
1.

13
8

0.
37

1
0.

16
7

–3
.9

01
0.

00
5*

M
od

el
 

Su
m

m
ar

y
Si

g	
0.

02
1	

A
dj

us
te

d 
R

 S
qu

ar
e	

0.
62

5
D

ur
bi

n-
W

at
so

n	
0.

27
5	

F	
3.

89
4

Si
g	

0.
03

5	
A

dj
us

te
d 

R
 S

qu
ar

e	
0.

94
4

D
ur

bi
n-

W
at

so
n	

0.
43

0	
F	

45
9.

03
7



 The impact of COVID-19 pandemic on financial performance 

399

For the control variables, the result related to the impact of governmental 
interventions during the pandemic is presented in Models 5 and 6. As shown in 
Table 6, our findings confirm the positive association between debt relief, facial-
coverings, close public transport, international travel controls, restrictions internal-
movements and stock prices in Panel (A) at a significant level of 5%, whereas our 
findings affirming the adverse effects of stringency index on stock prices in the 
companies listed in EGX30. On the other hand, our analysis in Panel (B) shows 
that debt relief, facial-coverings, close public transport and school closures have 
a negative relationship with stock prices for SMEs which are listed in Tamayoz 
Stock Exchange at 5% as a significant level, whereas stringency index led to 
increasing stock prices of SMEs. Our results reveal that governmental interventions 
during pandemics have a high impact as explanatory power on stock prices listed 
in EGX30 as a consequence of a change in adjusted R-square from 56% in the 
Model 1 to 76% in the Model 5 which reflects that government interventions 
during pandemic explain 20% of the variation in EGX stock prices, whereas our 
findings show that the governmental intervention doesn’t provide the same effect 
on stock prices which is listed in Tamayoz stock market as a result that the adjusted 
R-square changes by 1.9% which contradicts with our hypothesis. In consistent 
with previous literature which investigated the correlation between governmental 
interventions through the pandemic in two market exchanges; EGX30 and Tamayoz 
stock market. Also, we provide evidence that stock prices listed in EGX30 seem to 
be sensitive to governmental intervention more than stock prices in the Tamayoz 
Stock Exchange. Our result also supports the role of government intervention to 
regulate the movement of stock prices particularly which is listed in EGX30.
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Robustness Analysis

Comparison between prior and post the announcement of COVID-19 as a 
global pandemic over the price EGX30 and Tamayoz index 

Paired samples test in Tables 7 and 8 shows to what extent there is a significant 
difference between two groups; group (A) which compares stock prices in the light 
of EGX30 prior and post announcement of COVID-19 pandemic. As predicted, 
these results reveal that there was no significant average difference between stock 
prices before and after the post-COVID-19 announcement in the EGX30 context. 
On contrary, our findings support that there was a significant average variation 
between stock prices prior and post COVID-19 announcement for SMEs in the 
Tamayoz context. Our findings reported that the average of stock prices listed 
in EGX30 after the announcement of the COVID-19 pandemic is less than stock 
prices before the announcement of the COVID-19 pandemic. These results 
validate our data since there is no illogicality with theoretical arguments and fit 
with previous studies.

Table 7
 Paired samples correlations

Correlation Sig.
Pair 1 Price EGX30 (prior) & Price EGX30 (post) –0.237 0.102
Pair 2 Tamayoz (prior) & Tamayoz (post) 0.591 0.000

Table 8
Paired samples test

Paired Differences

T Sig. 
(2-tailed)Mean Std. 

Deviation
Std. Error 

Mean

95% Confidence Interval of 
the Difference

Lower Upper

Price EGX30 
(prior) - 
Price EGX30 
(post)

3,363.06 984.0290 140.575 3,080.420 3,645.713294 23.924 0.000

Tamayoz 
(prior) – 
Tamayoz 
(post)

–115.66 46.2641 6.6091654 –128.949 –102.37260 –17.500 0.000
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The role of governmental intervention in mediating the link between 
COVID-19 and FP

We use Baron and Kenny’s (1986) regression approach to investigate whether 
income support, debt relief mediate, stringency, containment, facial covering, 
workplace closures, school closures, close public transport, travel control, and 
restrictions international movements, the relationship between COVID-19 and FP, 
thus taking into account the recent criticism and modifications proposed by Hsu et 
al. (2012). Testing for mediation effect, according to Baron and Kenny (1986), can 
be accomplished in three steps:

1.	 Regressing the mediator against the independent variables;

2.	 Regressing the dependent variable against the independent variables; and 

3.	 Regressing the dependent variable against both the independent variables 
and the mediator. Three alternatives were proposed by Baron and Kenny 
(1986). First, if the independent variables’ impact on the dependent 
variable becomes negligible in the presence of the mediator, the 
independent variables’ influences are entirely mediated by the mediator. 
Second, if the independent variables’ impact is significant in the presence 
of the mediator, the consequences of the independent variable are partially 
mediated. Finally, there is no mediation effect if all of the above conditions 
are not met.

Table 9 examines the direct effect of income support, debt relief for the 
association between COVID-19 and FP for the two sub-samples: Panel (A) and 
Panel (B) firms. As can be seen from these results, when we split our sample 
into Panel (A) and Panel (B) firms, we observe insignificant effects of total 
cases, new cases, total deaths, and new deaths with FP in the Panel (A) and 
we reveal insignificant effect of total cases, new cases, total deaths, new deaths 
and Income support in Panel (B). We also examine the direct effect of Income- 
support for the association between COVID-19 and FP for the two sub-samples:  
Panel (A) and Panel (B) firms. As can be seen from these results, when we split 
our sample into Panel (A) and Panel (B) firms, we observe in significant effects of 
total cases, new cases, total deaths, and new deaths with FP in Panel (A) and we 
reveal a significant effect of total cases, new cases, total deaths, new deaths and 
Income support in Panel (B). Indeed, these findings confirm that, in the case of  
EGX 30, income support is not considered as a mediating factor between COVID-19 
and FP. Although our results show that income support help acts as a mediator 
between COVID-19 and FP. Furthermore, we examine the mediating effect of 
debt relief on the relationship between COVID-19 and FP. Controlling for the 
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effect of the mediator variable (debt relief), the results reported in Table 9 reveal 
a positive and insignificant (at 95% level) relationship between debt relief and FP. 
Hence, debt relief is not considered as a mediator between COVID-19 and FP.

Mediation of stringency and containment

Table 10 related to our regression examines the direct effect of stringency, 
containment for the association between COVID-19 and FP for the two sub-
samples: Panel (A) and Panel (B) firms. As can be seen from these findings, 
when we divide our sample into Panel (A) and Panel (B), we find that stringency 
and containment are not viewed as mediators between COVID-19 and FP in 
the case of EGX 30 and Tamayoz stock exchanges, as the p-value is greater 
than 0.05. Furthermore, we examine the mediating effect of debt relief on 
the relationship between COVID-19 and FP. Controlling for the effect of the 
mediator variables stringency and containment, the results reported in Table 10 
reveal an insignificant (at 95%) correlation with FP. As a result, stringency and 
containment are not viewed as a mediator between COVID-19 and FP.

Mediation of facial covering and workplace closures

Table 11 of our regression examines the direct effect of facial covering and 
workplace closures for the association between COVID-19 and FP for the two sub-
samples: Panel (A) and Panel (B) firms. As can be seen from these findings, when 
we divide our sample into Panel (A) and Panel (B), we find that facial covering 
can be treated as a mediator between COVID-19 and FP in the case of Tamayoz 
Stock Exchange, as the p-value is lower than 0.05. Whereas we notice that work 
place closures to stock prices in EGX30 are significant. Consequently, regarding 
the previous results, we find a partial mediation effect for both facial covering and 
workplace closures on the relationship between COVID-19 and FP in EGX30 and 
Tamayoz stock market respectively.

Mediation of school closures and close public transport

Table 12 examines the direct effect of school closures and close public transport 
for the association between COVID-19 and FP for the two sub-samples: Panel (A) 
and Panel (B) firms. We find that School closures can be treated as a complete 
mediator between COVID-19 and FP in the EGX30 exchange, as the p-value is 
lower than 0.05. Furthermore, we notice that school closures to stock prices in 
Tamayoz stock are significant. Consequently, regarding the previous results, we 
find a partial mediation effect for school closures between COVID-19 and FP in 
the Tamayoz stock market. While close public transport cannot be regarded as a 
mediator between two markets. 
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The mediating role of international travel control and restrictions 
movement

Table 13 investigates the direct effect of travel control and restrictions on 
international movements on the association between COVID-19 and FP for the 
two sub-samples: Panel (A) and Panel (B) firms. We find that travel control 
and restrictions on international movements can be treated as partial mediator 
between COVID-19 and FP only in the Tamayoz exchange, as the p-value is 
lower than 0.05. Our findings are consistent with Chen et al. (2020), who show 
that international travel control and restrictions international movements have a 
negative impact on SMEs’ stock returns even after controlling for the pandemic 
itself. Furthermore, our result argues that strict international travel and restrictions 
for international movements reduces the intensity of local outbreaks, and then 
they weaken the negative market reaction to the growth of COVID-19 in the light 
of SMEs. We also argue that the International travel control and restrictions on 
international movements after the pandemic will provide a sign of a promising 
market improvement. 

CONCLUSION  

This study examined the impact of COVID-19 announcements about the 
cases and deaths (new and cummulative) on the FP of 26 SMEs and 30 listed 
corporations in EGX30. To this extent, we have utilised the daily data for stock 
market returns from January 2020 to November 2020 as a proxy for Egypt’s FP. 
The findings of our empirical study emphasised the following: (i) stock prices 
listed in EGX30 are more sensitive to governmental interventions during the 
pandemic more than the stock prices in Tamayoz Stock Exchange, (ii) we find a 
partial mediation of governmental actions during the pandemic such as income 
support, facial-covering, school closures, and restrictions on international 
movements on the association between COVID-19 and FP for SMEs listed in 
Tamayoz Stock Exchange more than EGX30, (iii) the effect of COVID-19 data 
reported that, governmental activities play a substantial role in the firms’ FP 
throughout COVID-19 pandemic.

Our findings led to a number of policy proposals aimed at easing the burden 
on SMEs and publicly traded enterprises in emerging nations. Our findings 
and policy recommendations can be used by policymakers who want to help 
SMEs through challenging periods like COVID-19. Our proposed strategy may 
assist the government in determining the most effective measures for supporting 
businesses in various industries during difficult times. Across the two indices 
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(EGX30 and Tamayoz), our findings reveal the varied implications of government 
measures during the pandemic. As a result, every government move or activity 
in response to a crisis should assess all predicted implications across all sectors 
or indices before being implemented. Our findings illustrate how successful a 
specific government measure in reducing the negative impacts of COVID-19 and 
boosting company FP compared to other government initiatives. This can assist 
governments in prioritising their policies and activities while dealing with crises.

Regardless of the fact, this study offers perceptive theoretical and practical 
implications about the influence of COVID-19; yet some limitations remain in 
the investigation, which provides room for future research. First, our empirical 
findings are based on a sample of Egyptian businesses, thus they may be country-
specific. To validate and extend this study, future research might incorporate 
samples from different nations. Second, while our paper measures the impact of 
COVID-19 on microeconomic level based on daily stock return for firms listed 
in the stock market, future research may consider the impact of this pandemic 
on the macroeconomic level such as strength and trust of the financial sector for 
countries and foreign direct investments (FDI). Third, our sample size was not 
sufficient to represent the respective market and industries. Therefore, future 
research may consider increasing the sample size such as EGX100. While our 
study period is constrained by the COVID-19 timeframe i.e., January to November 
2020, further study should look beyond 2021 to examine how the stock market 
returns are affected and to what extent. While this study only focuses on the 
sample as two groups (SMEs and listed corporations), future research might 
divide the sample into sub-groups based on the amount of capital, number of 
workers, branches, or sectors to determine if the impact of COVID-19 varies and 
assess the effectiveness of government interventions. Quantifying the influence 
of corporate governance as a mediator would enrich the conclusive findings 
in this research track, depending on the availability of internal data for SMEs. 
Because the COVID-19 pandemic is a global threat, there is no documented 
scale to use in the study. Hence, the door is open for future investigations.
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