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The Effect of Financial Distress on the Relationship between
Operating Cash Flows and Stock Returns from the
Accounting Perspective
An Empirical Study of Companies listed on the Egyptian
Stock Exchange

Nashwa Shaker Ragab®
ABSTRACT:

The aim of this study is to test the effect of financial distress, as
moderator variable, measured by Altman model (1968), on the
relationship between cash flows from operations with stock returns,
from the accounting perspective, considering that cash flow information
is one of the most important outputs of the Financial Accounting
Information System. Using a sample of 347 firm-year Observations
extracted from companies listed on the Egyptian Stock Exchange during
the period for the 2014 - 2016 period, findings approved the
differentiation in the operating cash flow-stock returns relationship
between financially distressed and non-financially distressed companies
in direction and significance level. The results also showed an
insignificant positive relationship between stock returns and earnings as
an independent variable.

The results of the additional analysis were also highlighted a positive
and significant association between the book -to- market ratio and the
firm size, as independent and control variables, with stock returns. In
addition, a sensitivity analysis was performed to measure financial
distress by using the Altman model for Emerging Markets (1983) and
Zmijewsk's model (1984). The results of the both models approved the
results of Altman model (1968).

The research findings add to the accounting studies on financial
distress forecasting and its impact on investors’ perceptions when
making investment decisions. The research is also an area of interest for
many specialized parties in analyzing the activity of the Egyptian Stock
Exchange and its investment orientations, which sheds more light on the
operational performance and the continuity of its listed companies
during the research period.

Key words: Financial distress, Operating cash flow Information, Stock
Returns, Egyptian Stock Exchange.

JEL classification: M41, G11, G33
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-(Foerster et al. 2017) )
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smlea Gl ailiud Al 2009; ; Ball et al. 2016; Lee et al. 2017
cgpaal) @Sal il cladeiy aphiy daid) il quila ) gy dald daulaa
Al By Aulal) 58 JNA Baalda o) geanar ‘A VYV ALl adiae iug
o Ul ¢ — gUad IS Jilay O Wb o0y Baall ClSual) (e Agasad Ae LA
caly By Al e e %% g Auudy S o - Adid) jde Al
(Al aaina ¢ %0, Y0 duudy) Baalie Lia/Asyd YoV Al A de
O Al all Luaal cdaa)al) aaina ) Adadl dadipal) dpadl) g () 3ale)

) asand AlSa) £ ) Cua

(AS)yia (uldy Aadal) 7 dgad — Y-
Sadl) Jelin il () a8y Aoles) AU zigalll Gy ) (ap Lady
Ala) L0l Dslaal) (e g agead) il Ladll) clsdal) e Jo Al
) ) bl pa L ageadl aile B 8ol ulad 8) i 2L
Dechow et al. 1998; Joseph and Lipka 1998; Fama and :Jlall Jasw

:(French 2006; Lee et al. 2017

Rit=ao+ b1 Eit+ b2 OCF it + b3 DISit + bsa E it X DIS it + bs OCF t x
DISit+eit 1)

Cna
(Dechow 1994; Basu 1997; Dimitrov A= Luld gl agud) dile :Rjt
and Jain 2003; Penman et al. 2007; Tandiontong and Sitompul
@) agall Agudl aud) B adl) deudy (uliyy .2017; Lee at al. 2017)
By o ) ) o clagigl) Al aey t ) Ly Al B0 Asual
Al
o o(ibpall Jy Bpaienall b clileall (e JS slatiad ) gale gz E it
Ol b aSadll dllly bt oA Ay B ) gl may Alwd
Jua Ao Al cluhal) e aae o lald heteroskedasticity Uil

(Christie, 1987; Dechow 1994; Basu 1997; Lee et al. 2017) :JEal)

se Jlea) &l G (Y OVT A Apeadl deaysdl b sakdl @l e e laldel @l
(€ V0 dlatid 5 ¢ Spa) Yol Ll aemt A58 T aladiad &5 AGE YY) sl @S0
ASHE VY Al pine GISE 2 e (Ll cileadll A8 TY

'Y



Sty ALasT 3 a8 cgale g [ Adidal cilled) ge 4l cl@sal :OCF i
heteroscedasticity Wadll ol & asasll ellyg t Adud) L B Baad) aged)
(Christie, 1987; :Jlal Juw do Ailad) clubal) o ne o luld
Dechow 1994; Basu 1997; Lee et al. 2017)

Al il Jlaial haugia Gadad) 13) (1) dadl) 38k el il jise :DIS it
zisal o Jalaie) M) iadll (uld a3 sy VA oo EDEY Al cfgiud
Jiss 10) Al bl o 3o o Luld dllyg ((Altman 1968) ' el
Joseph and Lipka 1998; Dichev 1998; DeFond and Hung :Jtall
2003; Penman et al. 2007; Tandiontong and Sitompul 2017)

Sl 558 3o oy bs Jalaal) IS e Ciadl) G Joid oy g isadll 1igd Uiy
gl diley Abadal) clidaad) (e AaRL) B oy ABaY o S B S
s gilly by Jalaal) 08 dlygiveg 4nlad) B liliia (Ll Bial) cilspdl)
Biadall & clSdll agud) dley Adadal) cillead) e daRil) cilial) o A8Dlad)

e (8 uall)

tldlan) Lgddasy cilibu) asand qudlaf —¥—¥—1
O A S Al @l alad) agudl gidlly Y Llaad o Jgaand) a8

adse Jia Gl dasd B daadial) adlgall Gany A (e dubl Clgia
Al adlglll cpa il (BL apead a3 LS "Aaygll JLAT adgag < paa ik
IA \ginalag Lgllaaly bl peas o5 sy Auhl) dle Al dnanall 4ygid
aladinly @l Judad o5 a8y LYOVA/¥/VO da YONA/V/Ye e 3l
) ABLaYL dad Jily dad ey ¢ glma ciladly caugia (e dluagll ClsLaay)
Al clpitial Ll pailadl) yaadl Pearson g Spearman by alaa

Z=1.2X1 + 14Xz + 3.3X3 + 0.6X4 + 1.0Xs :a0tll dlaleal) alasi) 23

WY X3 «Jpa) Jlaa) foiainall V1 Xo cdsma) Seal/dalal) Wl (uly e a3 Xp 1ua
L) Jlaay dpdal) Ledll/ASlal §sial A gl Lail) Xy cJpna¥) Man) [tuially 3060 Jd
Jsa¥) Jlaa) [clegall X5

2 https://www.mubasher.info/countries/eg
3 https://alborsanews.com

V¢


https://www.mubasher.info/countries/eg
https://alborsanews.com/

o Lald o) (ad daa gae LAY aaial) Jlasd¥) Juad aladiu) K3 LS
(Casey and Bartczak 1985; JUdl Juw Ao i (ABlad) cluhal) 40

DeFond et al. 2003; Fama and French 2006; Da 2009; Fawzi et al.
2015; Ball et al. 2016; Lee et al. 2017)

Agiadatl) dafyal) ilis — ¢ — w1
gl dile hugia b Lalid) (V) a8y Jodn O cdahdll Glpiie Cinagll
Lo (aidie glae Ciladly bugial) 138 Ja claalial) alina 38555 (4,00 9)
@b Cibadl LY gt B Sl il (ABAY) 1 judy dBg (4, £ £A)
O dgaiil) clsdail) haugia B sl Q@A) Qila ) ((VTEEAY,TY) as

(+,00V) Uaddia glma dilaily (4, Y) Lladal) Gllal)
@laal) dlaily (v, 60) al) adll dige Jaugia (e Badly (AT Lal oy
s dindh Jaay dad JBly Ay el o bausti claaliaall aliea of (4, €94)
Lile Biatiall & clSydll claaliall a3 5abJ o Lay Al il e alaiy)
iy o3 5a¥) . Ldle Bfiaial) culSpdll (Baalda YoV) Jilha A (32aLda V4 4)
(¥) # (Y) b sl (o Bmial) by Bfmial) clydl) cpiial Ujlha Uipuass

(£) s
(N=347) caaliall 43S dhuagl) clslas¥) (1) ab) Jsoa
Variable Mean Std. Dev. Min. Max. Median
R 0.009 0.488 -0.934 2.759 -.08670
E 20119.90 164483.63 -202002.21 2396302.32 249.36
OCF 0.120 0.557 -1.61 8.42 0.048
DIS 0.45 0.498 0 1 0.00

oabiiall agad) ailad Ldagh clilbad) of (¥) g (Y) ) cmlsand) (e Jaadlyg

GAD Ligina are Wasy Lila fatial) by §fatall AN cm uS 0 ) 4lita
o dsiall b gl il Lady (£) a8 Jotn B damglly bagial) ad o
Go JH (VVAYY,YE) Ll 3jatiall il LY daugie b QaliAY) oS
sl Glaiy) ol ¥) Ll Biatall @ GlEL (YY14,YE) LY g
oo Llle Batal) ey faiall Al (Y4A 0, V0)s (11114),4Y)

\e



O GOAN Lsina axe ) o Laa (oulladl B gl cadil) o e Al
Oabasl G @A QS Laby ¢ (£) o8 Jodal (e gl WS gL bagia
Adghial) allly 156 Joly Ligins

lhugia B Galiaiy) Badtd (Aladdl) clleal) cpe 4081 clEdall duuillyy
Biaial) b Al Gaididl Whagie oo S8 cidddy (v, 909) daid) clsyal
USy al Cabasaaglly Cbacngiall Co GGUAY O W) . Ao Y cndal ald (4,1 rav) Wik
Aobanl) cllenl (e 4paill) BB agaad) dile (e S B LRlEATY) Vi Ligina
Linea spdy Llle Bfiall 8 AN Jilaal) QRSN (e J8Y1g Bjtatall culg,l
peland (8 Gapaliaall (2 saill (e 58 §fatall culSydll ailal) ¢ US| 588 (28 )
@ oas ¥ Apadl dajsd) A i) o mal) oy Al el hlia
Alla §ttiall Syl agaad (b Sl Ao iy W Al ey gy §jtial) el
Dichev (1998); Griffin and Lemmon (2002); <lwn e @34 L g4y
Burgstahler et al. «lun ae Cilisyg Garlappi and Yan (2011)
g Lbaiy)  aay Lady .(1989); Campbell et al. (2008); Lee et al. (2017)
sl dile o Abaddl) cllaad) ope il clBBal) H5l B Cida) Y Al el
O S b alall Galiaisl Ll lle (3uall) dnial) g Lila §fnial) cilsydll
Al il pad Abadal) cllaad) (e daail) clially - LY

(N=157) Lla 5 iaial) culsill dbuagl) s Laa¥) (Y) ab) Jsoa

Variable Mean Std. Dev. Min. Max. Median
R 0.0077 0.483 -0.934 2.516 -0.079
E 17821.34 111691.92 -121899.81 1208031.75160.04
OCF 0.0959 0.41956 -1.61 251 0.0326

(N=190) Lils (3ikuall) §jiaial) & A lS)dll Lbag clplany) (¥) o) Jgsa

Variable Mean Std. Dev. Min. Max. Median
R 0.009 0.493 -0.889 2.759 -.0874
E 22019.24 198050.75 -202002.21 2396302.32264.159
OCF 0.1397 0.651 -0.93 8.42 0.0623

'



s Bl Cl$yA o 4558l Wilcoxon-test g t-test g bid) digina (£) Ay Jgaa
(N=347) 3 fixial)

Variable t-test Sig. (2-tailed) Wilcoxon-test Sig. (2-
tailed)

R 0.975 0.937

E 0.804 0.015

OCF 0.449 0.224

95% Confidence Interval of the difference [The same results at 99%
Confidence Interval of the difference]

4l Spearmany Pearson Lyl ésiuas (0) ad) Jed ey
A BBy agad) Mo G gsinall la) BLGN) Laghe gy . claalial)
aged) aile G Lhale jysal) el BLEY) oo Suad Adaddl ailled) e
Pearson LLiy) ddgias (ol WS Alging aie a8y (Al il g
po Al i) Jalal Jaral) paially aged) il G gsinall alag¥) BLSY)
Abadal clband) (pa dgadil) culadas)

(N=347) claliall 481<) Spearman’s g Pearson ki) Fsiuan (0) ad) Jgaa

Variable R E OCF DIS ExDIS OCFxDIS
R 1 0.299*** 0.226*** -0.004  0.178*** 0.036

E 0.050 1 0.313*** 0.131** 0.665*** 0.147***
OCF 0.339*** 0.016 1 0.065 0.181*** 0.636***
DIS -0.002  -0.013  -0.039 1 0.222*** (0.241***
ExDIS 0.016 0.451*** 0.017 0.118** 1 0.290***

OCFxDIS 0.164*** -0.013  0.492*** 0.167*** -0.005 1

+ Correlation is significant at the 5% and 1% levels (2-tailed) respectively.
Spearman correlations (Pearson) are reported above (below) the diagonal.

Baial) s Lile jlaial) Clydl) e g8 LA Jualall Judadll (e My3ag
clibally agad) dile Gn gsinall e BLIN) (1) A8 Jgand) (e Badl (Ll
Lais oLl 3jfaial) & o Lilla 3faiall cl$pdll olga cdodadal) cilblaad) ope 45a830)
Bial) clSyill L Yls agead) Al Cp Aginal) e Lpusal) Amial) A8Mlad) Jaadly
Dladall pe oAl clfy agad alle On Aigina e dula) Dlay A Wik
dayd Atadd) aillaal) e Apahll) Bl pafieeal) Juali )y B laa Ll
e il Syl ans die Y G o
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"Ll Batall 8l ]y Lile 3l cilSpdll Pearson bhiy) ddshaa (1) a8 Jgaa

Variable R E OCF

R 1 0.087 0.397***
E -0.024 1 0.028
OCF 0.250*** -0.025 1

**Correlation is significant at the 1% level (2-tailed). Non-Distressed companies
(Distressed companies) are reported above (below) the diagonal.

AL jlaaiy) Jalad il (V) ) Jgda Cuw Al i JLE Galely
Ay iy . Ll el ey Lile §jiial) cilSyill Aluaia By guayg cclanLiial
silay Asina e Lage A W LY o clalaad) Al Laldd) gl o
Baiall 8 Al Jadiall Jadl) WaShs Ll faiall e clSdl agad)
) ABle LAl iy Les cgsita by il by Jalaadl of cps B LW
slag . Llle Bl & clSpdll A5l Wile §jfiniall cl$uall E ¢ x DIS ailally
e Biatall culSpdll Juadial) Jalail) aag L AGlad) dagll) ae dbude dpall
- Gbad) LYY Jilal aag

dae Jliwadl paiall g Adadl) cldad) e Ll bl Ll Ul
de ssiray uage Dy Lladal) cilileaad) (e Apa) 8B Jalaa of Zadld (i)
ASWOCFE  Ataia) cllal) oo Ll clBall of o 13y %) (gsiue
Aaill) oda acays Ll Bfnial) yf )il aguad) dilo B paal uedl b o8
o S g Y Al oda (i Ll Batall b AN (Eiaal) el
(Dechow 1994; Joseph and Lipka :Jlal) Juw Ao cAilad) clufl
.1998; Subramanyam and Venkatachalam 2007; Lee et al. 2017)
2 OCF * DIS 4,8l clidail) aa Al jail) Jelill bs Jaleall gl Sl
A @y ABe of ey lee cgsita sy Lulu cagad) wile b i) s
ANal) (pudly Ajla (2dAT Ll §fiatal) ClSHEL agad) il 4didal) clilad) (e
O didall cplal) of oo Adlad) SLaY) Lt 8 L L Ldle 3jadal) @ cilSpa

Guially ¢ S W) il e dlegnd Dl spearman  alyV) ddgiiae Liliuy) g o
Ll el Yy ULl gl llyg ¢ L inilly Cplanal)

bl G axiall BliV) AlSie e Sl Y EDEN a1 gila of (V) b dstall cun
35a5 axe DUrbin-Watson (D-W) ad zuasi LS .(2) oo Jil VIF af S el Cun dliid)
ool Bl V) Ak

YA



o Ol O Aol S G aed) ciladgig A5l Ataial) cilyleal) (e 4pahil) il
Gl dua gia3 dagl) pad ol Jaill ey Aajall s ag . Gewll il
5iaial) AN G agead) iley Alaial clilend) (e Al clBBY G ABMaY)
Jiall Jlaai¥) Julad e Badly LS el g oSl Ll Blatall pé WL
cage by Lladal) clled) g doaill) BBl Jelae of Wk 3jfadal) cilSydl
Oa il B o Liase Wyl (ay Aagill) odhg %) (ssiena 28 (gsinag
DB Gty agaad) aile B Y uedi b Agineg daage ABe Adadal) cillasd)
e Lila Bfatall i lSall lof lgisly o Mall Jasll A,al aps Jldal oo

O Wl bl el yal

Altman (1968) zisal aladiuly (1) al; Alalaall sseial) jlasi¥) Jalas milii (V) a8 Jgaa

Rit=ao+ b1 Eit+ b2 OCFit+ b3 DISit+ bs Eit X DIS it + bs OCF it X DIS it + €iit (1)
Non-DIS-
Full Sample DIS-Company Company
Variable  Coefficie & Wil Coefficie sﬁt Wi Coefficie - Vi
nts stat. E nts = E nts stat. E
Constant  -0.037 1.06 -0.019 0.474 -0.037 1.08
3 2
111 1 ) - 1. 113 1.0
E 1.89E-7 5 26 7.7-185E 0228 00 1.892E-7 4 0
579 1. 0.288* 1. 589 1.0
K hKk Eok 3
OCF 0.299 5 35 e 3.198 00 0.299 6 0
035 1.
DIS 0.018 5 07
ExDIS -2.66E-7 0.71 1.
28
6
OCPDl 41 011 L
S 4 38
n 347 157 190
D-W 2.217 2.175 2.419
F 9.193*** 5.162*** 18.228***
Adj. R?
(%) 10.6% 5.1% 15.4%

***indicate statistical significance at 1% level (2-tailed).

O Al ) ColS (Jara ) e uieS Wl il JLao) o plaai¥) Jdad 6l ja) wie )
L 5o zLoYL wiladl A8dle il Laiy (%) (5 siuse die (5 sinall 5 an sl aial) o lail) Clleal)
o)V, Y Jamall il Jalaa S5l sina e

14



Altman (1968) zisal dasda ase :Jg¥) Jlaia¥) (oullaial i daalll sdag
Sadll Al 9 il aldduly L) st ety Lea o dlal) jfaally il
oaliill o adyg ) zilad Aysina e adyll o 4df (S Jlaia¥ly . A
tQaY Jase o ARl cluhal) o S il pa Gude Jital) peddl) Jalaa
& oY) ((Hanna 1995; DeFond and Hung 2003; Lee et al. 2017)
(Al il Ala B Aald cagd) sile B pail) pudl B AT clpiia 50 L)
et A G2l ab b Idy laady) Adee B Lghe Gy JAY) SNy L

LA de 8l

1Aila) el

pladialy (Adla) cBLlad pha) a8 (ARl JaadV) Jdad @il e (gl
b oA pedll AT A, cpite ABLAL Al (b il 3l AT il
ol LS dlllg caguadl aile

bl el paiill o)A g dlad alasiad
Bale) a3 Altman (1968) zisal aladialy dAGlud) Aaadll (e (38 (Say s
Jul Gl Juall Altman (1983) zisad e JS alsddaly laady) Judas
ol LS e 3 iatiall Syl 5l Zmijewski (1984) g isals (Aualil
2 LAWY Ol Glead Jaal) Altman (1983) gisai - /i

gigal aladic) JB B (V) Aaleall jlaai¥) Julad il (A) aB) Josn gl
OF Bady Al jaall jhges ASEUN Jldl Glsud Jaall Altman (1983)
L (Altman (1968) La¥l zisall aladialy Al Juagil) a3 Ll dlilea Ayl
el ) ALYy .OCF it * DIS Jarall psial) Jalaa dygina aisg dpluy (3laly
Al Bjfmial) @ GlGADN %Y (ggiae die gsirag qage OCF Jalra of gy
b Lo Blud) Jiay Laa Ll 3jiatiall cilSydll ddygine OCF Jalaa Sy (Sl

Z = 6.56X1 + 3.26X2 + 6.72X3 + 1.05X Al dalaall aladial a3

WY X3 «Jpa) Jlaa) foiainall V1 Xo cdsma) Seal/dalal) Wl (uly e a3 Xp 1ua
Cll N ey 4y el Aadll/ASL 3 sind 4yl dadll Xy cJsmal) lan) /il sl Jd
VO Ji e i) as i of o an¥) chsiall e Y0 dilaly zdsadll 13 Jhaes 2
alainly 3l lS il G Calisy o1 . (Altman 2005; Altman et al. 2017) ¢,0 Jif <4
g



bl oy Al A oldy agdl Gl Jedl Adas Bl Ay el
Baiall s Lile 3jiaiall clSydd) Cp agead) ailey Al cilled) e 4yl
Ja) 8y 35 Laa cppll) Jalia B (RUAIY) (e Iade Bady s . Ll

gl dile o §i5a g AT cfpiia

Altman (1983) zigal aladialy (V) Uslaall jlasiy) Julasd milis (A) ad) Joaa

Jazal)
Rit=ao+ b1 Eit+ b2 OCFit+ b3 DISit+bs E it x DISit+ bs OCF it x DIS it + et
1)
Non-DIS-

Variable Full Sample DIS-Company Company

Coefficients  t-stat. ~VIFE Coefficients ~ t-stat. ~ VIE Coefficients  t-stat. VIE
Constant  -0.033 -1.131 -0.019 -0.276 -0.033 -1.241
E 2.073E-7 1.241 1227 -1.985E-7 -0.444 100 2.073E-7 1.362 100
OCF 0.300*** 6.350 1126 0.261 1490 100 0.300*** 6969 1%
DIS 0.014 0236 1032
ExDIS  -4.058E-7 -1.041 1241
ocrxDIs  -0.039 -0.266  1.127
n 347 e 270
F 9.320*** 1.253 25.493***
D-W 2.217 1.4612 2.288
Adj.R? (%) 10.7% 0.7% 15.4%

***indicate statistical significance at 1% level (2-tailed).

Glaball e e o Lald Il il sll 85e8 Alud) dbadall Lokl i) Hasiad 5
Beaver 1966, 1968 ; Largay and Stickney 1980; Casey and :Jball Juw le i)
il Jagill 5 3, .Bartczak 1985; Gentry et al. 1985; Schellenger and Cross 1994)
Altman (1983) zisai aladiuly jlady) Jilad it dBlie cYYas s € an ) ody)li
Glo Ll Ade) il sl G codl ) (Jones 2016) A ae ol Aagiill shas

Sl Al sl Altman (1968) z3sa

2 Durbin-Watson Statistic at 1% Significance value lies between dL = 1.422 and
du=1.529

AR



;" Zmijewski (1984) g isai — ¥/l
Tisad aladiul JB B (V) Asleall jlasdV) Julad il (9) a8 Jsaa el
Jagill a3 Ll Alilaa Aol of Jaadlyy . Jlad) jiadll ,iisas Zmijewski (1984)
Altman (1983) zisais Altman (1968) La¥) zisaill o JS aladialy Al
el Jalaa dygina ascy Aplay gl Led cllly ASal Jla) Gleuy Jaral)
sie gginay cage OCF Jalas o sy cclld ) ALYy .OCF it * DIS Jaral)
ClEN Abgina OCF Jalae s8i LS . Udle sjatadl & cl$yal %) ogiun
A ol Cadl Gah Jad oy ) (A T Blud) Jiag Laa clle §inial)
Biatiall AN (o aged) aileg Adgdnl clilend) e dgaill) BB Gy A8l
355y Laa ¢ ppuadill) Jalaa (B QAlBAIY) (e Taide Baadly Las L Ldle Bjfniall ys Lile

o dile o 55 @A @it JBY) 5y

Zmijewski  gigal aladialy (1) Aabeall jlasd¥) Judad il (9) a8 Jed

Rit=ao+ b1 Eit + b2 OCF it + b3 DISit + b4 E it x DIS it + bs OCF it x DIS it + e it )
Full Sample DIS-Company Non-DIS-Company
Variable Vi
Coefficients t-stat. VIE Coefficients t-stat. VIE Coefficients  t-stat. =
Constant  -0.039** -1.487 0.098 0.663 -0.039 -1.575
E 2.151E-7 1.297 122 -3.614E-7 -0.634 120 2.151E-7 1.374 10
OCF 0.309*** 6.810 150 0.022 0.069 120 0.309*** 7.213 1.0
DIS 0.138 1.413 150
ExDIS -5.765E-7 -1.453 192
OCFxDIS  -0.287 -1.374 1é°
n 347 26 321
F 10.084*** 0.211 27.311***
D-W 2.234 1.7* 2.287
Adj.R?
(%) 11.6% 6% 14.1%

*****

“7Correlation is significant at the 5% and 1% levels (2-tailed) respectively.

Zim = -4.3- 4.5X1 + 5.7X2 — 0.004X3 3t dslaall alasisd 5
Jsa¥l X3 (Jsa) Jaa) [l Jlaa) X2 (s Jaa)/daall ila e e X1 s
EDEN Ludpall s Zim o sie i) 13) Ulle sjinie A580 ity oY) gyuad clalN) /il 5)sidl)

L0 e
2 Durbin-Watson Statistic at 1% Significance value greater than dU=1.311
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tagedl dile B Al el oAl clpiia Ala) -

sle o 5igal cliiall e poe sy peal Aflad) aluhal) L) lesa,
wailady gl L ey ABUS gy agell) Gomn bie 2 Lo lgda cagead)
Aalll/ABpud) Aol dpaiy c el adil) Aoy ASHdl) aaa Jha Al Ay
b Lss gd qall ) Al claasall aals daafpal) Baga cuila ) 13 oAy jdal)
L) L) clai¥) sy dald 6y pdiall Lpulaall clagleal) o 450 o lid)
2 Ay Lladdl) 4G40 alled Gany b ALY el Sy i
Adgul) dadl) ) Aslal) (gelad 4y 8al dadl) Ay Alall ad)l) Ao (As,dl)
Aaalal) 3aga qila )
4G40 ana o Adlad) DBl L) cluhall e ae cpldl (AGAN aaa Y o
Atiase 1987; Fama and French 1992; :JGal Juw o) aged ailey

Vassalou and Xing 2004; Agarwal and Taffler 2008; George and
Hwange 2010; Cremers and Weinbaum 2010; Ball et al. 2016; Lee

sy Byl CGAY e ol atlay 5aali Bpuall @lSAN of o ¢ et al. 2017)
Dl QS (d8%) AS,AN ana o LalS Lady cchlafiul) qla Jilug aals judy o8
Anlag) ABe agag ) Clahal) Gy culdl LS . il (il o (g gagd
(Changjiagn et al. :Jlall Jom Ao Lgie) Alal) Jiatl) Dlag 480 aaa G
.2004; Nguyen 2012

b agad) dilsg AN ana ¢ ABIAY £oi La 1 AN Jlsad) gk oSay Agle Bl
gl et Dla gl

OB Al o3 agiy 1A 8 aud) Aadl) ) ASlal) (5 giad Ay 0al) Al dpud — Y/
o5 s ((Bernard 1994) Asd ¥ Laulaally Adlally Adidsl) pailadl) ¢a
o) anl Al lgalad o Al Bysddal) Claghall B Adedial) Jhlaal) oo

&) g cagdl diles AN aaa G dulayl ADle Al 058 O Sadl e 4l e eyl e 13
=ity Les pall SIS o Jumdl gy clgilaiil b g5l (e Aad Ll 508l IS
el gl Ly wisie s Lo g oulil) O Uy a1 @l e el IS0 5l dags e
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(DeFond and Hung 2003; Hou and :Jtall Jasw Ao Lgie A L) cilafal
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ol 8al) Aagdl) A pUG) a8y (Lile Bfiaiall Syl agad) dile (aldl)
LWk 3fatiall sl of Griffin and Lemmon (2002) 2 LS .ddgud)
gl dilgey Adgud) Al Apmal Aadl B Al Ll @l dogana el
dagdll) Ay al) Aagdl b Labiie dpud o @)l Ao gana Jadi Ly duadiie
Ay agd dilgeg Adgud)

Gial 4 al dalll dpd G ABM o8 La t M Sl b (S Aule Bl
flal) Jfadl) Ala B 3 agd) dile g 48 gudd) Aadl) ) Asslal)

Chati Gile Bfaiall clSudl) of clubal) Gary codl :ll adl da —¥/o
.(George and Hwange 2010; Ball et al. 2016) Al ad da,0 glissl
DIimitrov ) aged) alay Lobu s Al adll oo of @Al cluhs cadl Ls
alay Al byl Ay 0 ddle aasig -(and Jain 2003; Penman et al. 2007
gl Ll of U cptiaad o Jual cl$ydl) of (1984) Myers cudl ia agead)
Adsidl) lgilalial sl Abadnl) cllend) (e Al LolBs AG Y Lais
Dimitrov gns -'Jdagalll 48185 8 UM Jusalil) 138 aapg -4y ladiudl

Lall Ll dus 1 e Clyatie A el dle iy Valuation Theory asl) 4yl G,
= uals (Fama and French 2006) i) deds cisylly cddpdl dodll/ASL) (5g8al

(Bhattacharya and Constantinides Yl Jiall duw e g sa )l (San anill 4,05 e Juxaill
2005; Fama and French 1992, 2006)
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Rit=ao + b1 SIZE it + b2 LEV it + b3 BVIMVit1 + ba AQit *€eit
)
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AGAN galal) ageall Boad) ) (B paal dandy Gallyg ¢ gsind) ageadl sl :Ri;
A Ay el ) Ao clay) sl ALl aay t ALl Aylayg Algd B
GG dagiall Jaal) AlaaY bl bl Lulie (A$yal ana :SIZE i
Lu and Ma 2016; Lee et al. ) o Iakiia) ot L) b | ASpA0 gpan 4gia
(2017

| Al Jaa) Alaa)/claiy) Alaa) dudy Lulia Al adyll dap (LEV it
(Hanna 1995; Dimitrov and Jain 2003; i luld & 4l b
Edmonds et al. 2011; Kim et al. 2013)

-1 Gl B Adgud) dadll [/ Aslall (ggial 4,30l Al dpwd :BVIMV g
(Fama and French :Jlal daw o cdilud) cludal) o aie o aliiad

1992, 1993, 2006; Griffin and Lemmon 2002; Dimitrov and Jain
2003)

allual) e oS 13 (1) Aalll 30y AU e Aulie daalual) 153 tAQ it
i UNAG ey of Al B0 A5l Big 4 o) a) qilsal) aaf aa 185

(DeFond and Lennox 2011; Lu and Ma 2016) A= Lulé
Claliall A (Y) Aslaall jlaady) Judad milis (V) o) Jeaad) el
Ggial 4y Aadl) L of iy Ll Bletall pé Wile gaial) clgall
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Ll faid) el ally clamliall 43S %o ggiwe die Ligitag Lage 4lalea
7l pe Aeia Al o2y L Llle Bfaiall e AGAN %) ¢ (s S (gsirag
Griffin and Lemmon 2002; :Jlall Jaw do) 4Ll cladall g gis
Vassalou and Xing 2004; Changjiagn et al. 2004; Hou and

.(Robinson 2005; Garlappi and Yan 2011

Al el Aas g Lginall e dagal) Al sgag Badl (AT Lal oy
Adally Llle 3adall ey Lile 3jistiall cilSyddly claalial) 4818 agud) ailsg
Al claliall A8 daalall Bagay agedl Al cp dgginall e Lyl
il ) clpiall jpedi of Bady LS Ul sfatal) by Lile §edal)
e 3atiall clSHdll %0, Y g cclaaliall ABSY %A, ) e ST ey al (Aliiss
Gt dgagl dadaly L) B (Llla Blatall & GlGEL %YYL Jay Ly
Jaral) jpedll) Jalaa Qalisd) of a8yl o (AlEiae Sl Jlaal) quds «gal
Hou and Robinson :Jtall Juw de) A8l cladal) e S guilil aa (gudia

-(2005; Penman et al. 2007

ALY i piiall (Y) Aslaall sy bt il (V) a8y Ja

Rit= a0 + by SIZE it + b2 LEVit + bs BVIMVi1 + bs AQit +€it (2)
Non-DIS-
Full Sample DIS-Company Company
Variable Coefficients L VIE Coefficients L VIE Coefficients L VIE
stat. stat. stat.
Constant  -0.658*** -3.092 -0.861*** -2.665 -0.907*** -2.96
Size 0.041** 2392 143 0.05** 2125 1.36 0.049* 1.96 155
Lev 0.088 0.997 113 0.161 1295 1.20 0.262 14 148
BM/BV 0.069*** 4971 104 0.05%** 2980 118 0.208*** 6.91 101
AuQ -0.055 0914  1.33 -0.049 -0.541  1.38 -0.109 136 144
n 347 157 190
F 8.662*** 3.563*** 13.698***
D-w 2.118 2.16 2.42
Adj.R?
(%) 8.1% 6.2% 21.2%

*  ****% ndicate statistical significance at 10%, 5%, and 1% levels
respectively, (2-tailed).
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lled) o Ll BBl agud) sl A o claliall B Jdad ey
Juadiall Jilatll of ad)y Ll Bfatall @ Syl dyginag diage OCF 4dsial
(oA Lal ey Al dgina o al Al Y Lagal) A8Mal) il culsydl) el
Al allead) cpe dgaal) Bl dgieal) o dnlad) ADal) (il @ et
S il Jualial) Juladl) b (@Blal uii aa «OCFXDIS Ll 8jfiatal) cils il
@siray e Aladal cilleal) o Ll Bl Jalea sgliy G Ll 8l
Yo v g giua s

(V) ad doaad) (B Las Al (pull Copainnd 388 puy ) JiiaS £ dpudlly
E dalte o gkt LS Llle Bfatial) b AL Lgine g Aiage ABla) ua
Blal) it 288 (Llla 3imial) cl$yal Ll L clsydll Gl Juadiall Juladl Wasiy
Eitx gl agadl sile op Al 3 Al jiadl) Jolill Apginadl & 4adud)
LA 03¢ Juadial) Julatl) B ety (DIS

Altman (1968) gz isai aladiuly (¥) dalaall jlasiy) Jolas ailii (V1) a8 Jgaa

Rit=ao + b1 Eit + b2 OCF it + b3 DISit + bs Eit X DISit + bs OCF it x DISit + bs SIZE it + b7 LEV it + bg BV/MV i1 + b

AQit + eit 3

Variable Full Sample DIS-Company Non-DIS-Company

Coefficients t-stat. % Coefficients  t-stat. VIE Coefficients t-stat. %
Constant  -0.636*** 2018 0.711% 2.0 0.787%%* 2.455
E 1.479E-7 0877 1% -1.99E-7 -0.578 107 1.536E-7 0927 %
OCF 0.221%** 3979 18 0.175* 1.683 137 0.072 0932
DIS -0.101 1603 16
ExDIS -2.842E-7 07z 12
OCFxDIS  -0.093 -0.892 149
Size 0.04%* 2344 1% 0.039 1.600 151 0.043* 1643 %
Lev 0.158 1592 188 0.151 1.214 1.20 0.253 1325 1%
BM/BV 0.052%** 3.126 168 0.036* 1.933 1.47 0.174%%% 3714 24
AuQ -0.068 1333 14 -0.004 -0.42 1.49 -0.116 1432
n 347 157 190
F 6.987*** 2.93%** 9.398%**
D-W 2.21 2.173 2.419
Adj.R? 0 0 0
(%) 13.5% 6.9% 21%

*,  ***%% qndicate statistical significance at 10%, 5%, and 1% levels

respectively, (2-tailed).
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