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The Fogginess of Saudi Stock Market Crash 2006

and the Effect of Firm’s Financial Performance

- Dr. Abdulsalam S. Al-Ghamidi *

Abstract

The purpose of the study is to examine the impact of Saudi firm’s financial performance,
and whether the Saudi stock market differentiates between good and bad firms, during stock
market crash. The idea of the study followed from the Saudi stock market worst crash, which
started on the 25" of February 2006. The statistical relationship between stock price (volume)
changes, and ten financial performance indicators was examined. Two statistical models were
developed and tested. The study found a linear relationship that may explain the price, but not
volume, changes during the Saudi stock market crash 2006, based on some firm’s specific
financial performance indicators. It was concluded that trading Saudi shares higher than their

firm-based financial performance might cause the 2006 crash in the Saudi stock market.

* Assistant Prof. of Financial Accounting, King Khalid University, Abha.
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2006
13/03/

103,708 10,889.671.563.00 | 19.417.942 | 15.619.70 | 16.568.73 | 16.431.27 | 15.641.69
2006
12/03/

91.429 7.207.666.143.00 11.852.663 | 16.414.55 | 17.266.81 | 17.261.60 | 16.431.27
2006
11/03/

204.003 13.890.265.091.00 | 28.642.750 | 17.151.41 | 18.062.32 | 17.924.70 | 17.261.60
2006
09/03/

134.584 10.687,012.075.00 | 20.181.284 | 16.951.61 | 17.947.49 | 17.286.95 | 17.924.70
2006
08/03/

131.160 8.869.771.893.00 15:184.091 17,253.22 | 18.139.96 | 18.139.96 | 17.286.95
2006
07/03/

422.792 31.075.698:869.00 | 61.476.414 | 18.091.85 | 19.052.23 | 18.838.87 | 18.139.96
2006
06/03/

401.329 30:924,241.624.00 | 57.532.000 | 17.869.78 | 18:845.24 | 17.978.35 | 18.838.87
2006
05/03/

255.286 22,886.945,385.00 | 37.712.264 | 16.892.89 | 18.028.03 | 17.576.49 | 17.978.35
2006
04/03/

108,902 7.715.028.206.00 12.033.001 17.575.61 | 18.486.24 | 18.486.24 | 17.576.49
2006
02/03/

99,350 6:279.120.771.00 8.184.187 18.394.85 | 19.251.57 | 19.251.57 | 18.486.24
2006
01/03/

323.116 24,339.912,081.00 | 35.041.554 | 19.050.25 | 19.975.31 | 19.502.65 | 19.251.57
2006
28/02/

399.752 34.690.893.121.00 | 59.829.211 18.093.67 | 19.537.34 | 18.740.20 | 19.502.65
2006
27/02/

64,156 5:295.696.115.00 5:488.406 18.680.18 | 19.654.68 | 19.654.68 | 18.740.20
2006
26/02/

127.205 10:143.774.395.00 | 11.682.186 | 19.642.85 | 20.744.49 | 20.634.86 | 19.654.68
2006
25/02/

343.918 28.260:403:934.00 | 42.973.580 | 20.368.53 | 20.966.58 | 20.624.84 | 20.634.86
2006
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Var Mean Median TrMean StDev SE Mean Min Max Q1 Q3
z -0.7331 -0.7336 ~-0.7373 0.0735  0.0153  -0.8346 -0.5433 -0.7886 -0.7051
Vol 0.314  -0.049 -0.049 2.008 0.419 -0.885 ©.125  -0.653  0.409
DVD 1.028 0.500 0.86¢4 1.469 0.306 0.000 5.500 0.000 1.500
EPS 2.294 1.800 2.149 2.060 0.430 -0.480 §.120 1.100  3.060
CR 1.990 1.610 1.810 1.455 0.303 0.470 7.290 1.070  2.720
Debt 17.96 15.71 17.02 14.18 2.96 0.29 55.40 5.30 23.90
BV 15.37 13.40 15.00 6.62 1.38 5.35 33.25 10.76  18.09
PE 129.3 21.7 88.6 295.6 61.6 13.0 1100.0 16.3 51.0
PBV 3.345 3.070 3.317 1.112 0.232 1.550 5.720 2.540  4.370
ROE 13.71 14.60 13.81 10.84 2.26 -8.99 34.18 5.27 20.15
ROA 8.42 8.78 7.98 7.45 1.55 -3.04 29.10 4.10 10.54
DY 1.517 1.450 1.432 1.720 0.359 0.00C 4.820 0.000  3.300
Ayl il ke Gy (A (Sl ) gy B ) Jalae 4201 Jgaa
Pr Vol DVD EPS5 CR Dabt BV PE PBV ROE ROA
Vol -0.230
0.291
DVD 0.530 __ -0.235
0.009 0.281
EPS  0.643  -0.215 0.867
0.001 0.325 0.000
CR_-0.337 0.116 0.018 _ -0.073
0.116 0.597 0.934 0.740
Debt 0.282 0.00% 0.207 0.264 _ -0.020
0.192 0.998 0.343 0.223 0.928
BV 0.193 0.092 0.614 0.623 0.021 0.101
0.377 0.677 0.002 0.002 0.923 0.647
PE_ -0.302 0.033 _ -0.223 _ -0.338 0.770 __-0.287 -0.218
0.161 0.880 0.307 0.115 0.000 0.185 0.323
PBV_0.487  -0.045 0.372 0.350 _ -0.236 0.070 _ -0.145  -0.284
G.018 G.837 0.080 0.06% 0.279 0.752 0.508 0.174
ROE_ 0.515  -0.258 0.584 0.820 -0.101 _ -0.004 0.271 __-0.376  0.475
0.012 0.234 0.003 0.000 0.648 0.984 0.211 0.077 _ 0.022
ROA_ 0.352 _ -0.236 0.494 0.632___-0.047 _-0.124 0.131 _-0.336__ 0.523 0.893
0.099 0.272 0.015 0.001 0.831 0.572 0.551 9.117 _ 0.010 0.000
DY  0.423 _ -0.291 0.866 0.751 0.012 0.119 0.537 _-0.281 _ 0.168 0.577 __0.484
0.044 0.178 G.000 0.000 0.958 0.5390 0.008 0.194__ 0.444 0.004 _ 0.019
25T g1 %5 setuns wie Logine IBad! Lgad gl Lasdidi pay Bty gswyo Jules of L3505 P-value
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The regression equation is:
Pr = - 0.768 - 0.0002 DVD + 0.0249 EPS - 0.0199 CR + 0.00013 Debt -
0.00167 BV +0.000093 PE + 0.0043 PBV + 0.00282 ROE - 0.00304 ROA +
0.0006 DY + e
Predictor Coef SE Coef T P
Constant -0.7676 0.1011 -7.59 0.000***
DVD -0.00017 0.03830 -0.00 0.997
EPS 0.02491 0.04316 0.58 0.575
CR -0.01986 0.01282 -1.55 0.147
Debt 0.000134 0.001212 0.11 0.914
BV -0.001669 0.004570 -0.37 0.721
PE 0.00009348 0.0000%672 0.97 0.353
PBV 0.00428 0.02017 0.21 0.835
ROE 0.002815 0.008120 0.35 0.735
ROA ~0.003036 0.005157 ~0.59 0.567
DY 0.00055 0.01864 0.03 0.977
S = 0.05948 | R.Sq = 64.3% [R.5q(adj)=34.5%

Analysis of Variance
Source DF SS MS F P
Regression 10 0.076410 0.007641 2.16 0.104
Residual Error 12 0.042461 0.003538
Total 22 0.118870
Source DF Seq SS
DVD 1 0.033414
EPS 1 0.016133
CR 1 0.008679
Debt 1 0.001597
BV 1 0.006578
PE 1 0.007631
PBV 1 0.000040
ROE 1 0.000039
ROA 1 0.001295
DY 1 0.000003
%10 Ljpins * (%5 diugieo ** 81 Lygire ***
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Response is Pr (Price change)
D
DE e PRR
VPCbBPBOOD
Vars R-Sq R-Sqg(adj) C-p S DSRtVEVEAY
1 41.4 38.6 0.7 0.057604 X
1 28.1 24.7 5.2 0.063791 X
2 49.8 44.8 -0.1 0.054612 X X
2 48.4 43.2 0.3 0.055378 X X
3 59.9 53.5 -1.5 0.050102 X X X
3 55.6 48.6 -0.1 0.052691 X X X
4 62.9 54.6 -0.5 0.049516 X X X X
4 61.5 53.0 -0.1 0.050412 X X X X
5 63.4 52.7 1.3 0.050577 X X X X X
5 63.2 52.4 1.4 0.050706 X X X X X
6 64.1 50.6 3.1 0.051665 X X X X X X
6 63.6 49.9 3.2 0.052016 X X X X X X
7 64.2 47.5 5.0 0.053237 X X X X X X X
7 64.1 47.4 5.1 0.053333 X X X XX X X
8 64.3 43.9 7.0 0.055076 X X X X X XX
8 64.2 43.8 7.0 0.055105 X X X X X X XX
9 64.3 39.6 9.0 0.057151 XX XXX XXXX
9 64.3 39.5 9.0 0.057153 X XX X X X XX
10 64.3 34.5 11.0 0.059484 X X X X X X XXX
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The regression equation is:

Pr= - 0.739 + 0.0327 EPS ~ 0.0205 CR - 0.00253 BV +0.000086 PE +e

Predictor Coef SE Coef T P

Constant ~-0.73950 0.03189 -23.19 0.000***

EPS 0.032680 0.006859 4.76 0.000**%*

CR -0.020494 0.008160 -2.51 0.022*%*

BV ~-0.002530 0.002099 -1.21 0.244

PE 0.00008575 0.00004574 1.87 0.077*

S = 0.04952 R.Sg = 62.9% R.Sqg(adj) = 54.6%

4.2.3 Jgd> aald

Analysis of Variance

Source DF Ss MS F P
Regression 4 0.074737 0.018684 7.62 0.001***
Residual Error 18 0.044134 0.002452

Total 22 0.118870

Source DF Seq SS

EPS 1 0.049187

CR 1 0.010033

BV 1 0.006900

PE 1 0.008616

$10 digins * %5 dogins ** .81 Lygins ***
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The regression equation is:

Pr = - 0.767 + 0.0284 EPS - 0.0222 CR +0.000098 PE +e

Predictor Coef SE Coef T P

Constant -0.76665 0.02283 -33.57 0.000***

EPS 0.028363 0.005919 4.79 0.000***

CR -0.022234 0.008126 -2.74 0.013**

PE 0.00009834 0.00004506 2.18 0.042**

S = 0.05010 R.Sqg = 59.9% R.Sg(adj) = 53.5%
Analysis of Variance

Source DF Ss MS F P

Regression 3 0.071176 0.023725 9.45 0.000***

Residual Error 19 0.047694 0.002510

Total 22 0.118870

Source DF Seq SS

EPS 1 0.049187

CR 1 0.010033

PE 1 0.011956

$10 Logins * .85 Logino ** %1 digine ***
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The regression equation is:
Vol = - 2.78 - 1.45 DVD + 1.14 EPS + 0.794 CR - 0.0074 Debt + 0.035
BV -~ 0.00589 PE + 1.31 PBV - 0.325 ROE + 0.063 RCA + 0.191 DY +e

Predictor Coef SE Coef T P
Constant -2.7717 3.515 ~0.79 0.445
DVD ~1.452 1.332 ~1.09 0.297
EPS 1.145 1.501 0.76 0.460
CR 0.7941 0.4456 1.78 0.100
Debt -0.00743 0.04212 -0.18 0.863
BV 0.0350 0.1589 0.22 0.829
PE -0.005888 0.003363 ~1.75 0.105
PBV 1.3070 0.7014 1.86 0.087
ROE ~-0.3254 0.2823 -1.15 0.271
ROA 0.0631 0.1793 0.35 0.731
DY 0.1912 0.6480 0.30 0.773
S = 2.068 R Sq = 42.2% R Sq(adj) = 0.0%

Analysis of Variance

Source DF SS MS F P
Regression 10 37.404 3.740 0.87 0.578
Residual Error 12 51.324 4.271

Total 22 88.728

Source DF Seg SS

DVD 1 4.887

EPS 1 0.045

CR 1 1.247

Debt 1 0.261

BV 1 8.586

PE 1 1.647

PBV 1 11.770

ROE 1 8.199

ROA 1 0.390

DY 1 0.372




