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The impact of narrative Disclosure Level in annual report on
share price - An Applied Study on Companies listed on
the Egyptian Stock Exchange
Abstract:

The aim of this research is to measure the impact narrative
Disclosure Level in the annual reports on the share price, and how
different that effect according to audit quality, type sector, the size
and profitability of the company. To achieve the objective of this
research an content analysis of the annual reports on a sample of
(26) non-financial companies listed on the Egyptian Stock
Exchange during the period (2012-2016), and Using Panel data
analysis to test hypotheses. The results found positive effect of the
level of narrative disclosure in the annual reports on the share
price and that the effect is different according to size and
profitability of the company, and audit quality, while it not
different according to type sector.

Keywords: narrative disclosure, stock price, audit quality,
Characteristics of company, Companies listed on the Egyptian
Stock Exchange
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DIS SP LNSIZE| ROA [DIS LNSIDIS TYPEDIS_ROA] DIS_AQ
Mean 0.561892 8.052264{ 21.47846| 0.049567| 12.00364{ 0.563378| 0.028229| 0.538311
Median 0.570000] 7.070000[ 21.34797| 0.042111f 12.70057 0.560000| 0.021781) 0.560000
Maximum 0.880000] 19.92000| 24.55767| 0.150502] 18.60435 0.880000| 0.102296( 0.880000
Minimum 0.100000] 0.900000] 18.32386(0.073025| 2.382560 0.200000{0.037052| 0.100000
Std. Dev. 0.187142| 4.671775[ 1.235652] 0.049708] 3.934072( 0.140662| 0.029514 0.182644|
Skewness 0.404138| 0.645082/0.116673| 0.280858|-0.426471| 0.010696| 0.448265/0.383759
Kurtosis 2.655564| 2.608545( 2.873772] 2.333198| 2.544989| 2.948853| 2.366096| 2.446366|
Jarque-Bera | 4.760338| 11.20953) 0.434034{ 4.687594] 5.763030| 0.018954|7.434523| 5.522828
Probability [0.092535| 0.003680| 0.804916| 0.095963| 0.056050[ 0.990568 0.024300| 0.063202]
Observations| 148 148 148 148 148 148 148 148
(Saxa) glh‘.il\ [
Cumulative
Frequency Percent Valid Percent Percent
Valid 0 47 31.8 31.8 31.8
1 101 68.2 68.2 100.0
Total 148 100.0 100.0
(J2a ) Laatjal) 3o
Cumulativ e
Frequency Percent Valid Percent Percent
Valid [0} 52 35.1 35.1 35.1
1 96 64.9 64.9 100.0
Total 148 100.0 100.0
Balanced observations for each test
Cross-
Method Statistic Prob.** sections Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -12.4643 0.0000 8 1176
Null: Unit root (assumes individual unit root process)
Im, Pesaran and Shin W-stat  -12.0377 0.0000 8 1176
ADF - Fisher Chi-square 175.463 0.0000 8 1176
PP - Fisher Chi-square 171.805 0.0000 8 1176
** Probabilities for Fisher tests are computed using an asymptotic Chi
Dependent tau-statistic Prob.* z-statistic Prob.*
DIS -6.373874 0.0031 -64.07407 0.0026
SP -7.069747 0.0003 -75.47654 0.0002
LNSIZE -5.949459 0.0114 -57.35535 0.0099
ROA -10.25336 0.0000 -122.9232 0.0000
DIS_LNSI -6.547073 0.0018 -66.80763 0.0014
DIS_TYPE -5.666863 0.0248 -52.99893 0.0220
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DIS_ROA -10.53459 0.0000 -126.9694 0.0000

DIS_AQ -5.491026 0.0388 -50.33633 0.0348

Total panel (unbalanced) observations: 148

Variable Coefficient Std. Error t-Statistic Prob.

DIS 5.709490 2.107606 2.708993 0.0078

C 4.844147 1.203478 4.025124 0.0001
Effects Specification

Cross-section fixed (dummy variables)

Period fixed (dummy variables)

R-squared 0.762762 Mean dependent var 8.052264

Adjusted R-squared 0.688625 S.D. dependent var 4.671775

S.E. of regression 2.606897 Akaike info criterion 4.961971

Sum squared resid 761.1419 Schwarz criterion 5.691023

Log likelihood -331.1859 Hannan-Quinn criter. 5.258183

F-statistic 10.28856 Durbin-Watson stat 1.494615

Prob(F-statistic) 0.000000

SP =5.70949001955*DIS + 4.84414736469

21 - nS gam

Forecast: SPF

Actual: SP

Forecast sample: 2012 2016

Included observations: 148

Root Mean Squared Error

Mean Absolute Error

Mean Abs. Percent Error

Theil Inequality Coefficient
Bias Proportion
Variance Proportion
Covariance Proportion

2.267785
1.626782
26.33140
0.123772
0.000000
0.067599
0.932401
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Redundant Fixed Effects Tests
Equation: EQO1
Test cross-section and period fixed effects
Effects Test Statistic d.f. Prob.
Cross-section F 11.220214 (30,112) 0.0000
Cross-section Chi-square 205.371767 30 0.0000
Period F 4.396447 (4,112) 0.0024
Period Chi-square 21.584948 4 0.0002
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Cross-Section/Period F 10.405180 (34,112) 0.0000
Cross-Section/Period Chi-square 210.930521 34 0.0000
Total panel (unbalanced) observations: 148
Variable Coefficient Std. Error t-Statistic Prob.
DIS 63.28877 28.65231 2.208854 0.0293
LNSIZE 4.482043 1.190612 3.764487 0.0003
DIS_LNSI -2.604872  1.259078 -2.068872 0.0409
c -92.50863  25.80326 -3.585154 0.0005
Effects Specification
Cross-section fixed (dummy variables)
Period fixed (dummy variables)
R-squared 0.782040 Mean dependent var 8.052264
Adjusted R-squared 0.708726 S.D. dependent var 4.671775
S.E. of regression 2.521347 Akaike info criterion 4.904245
Sum squared resid 699.2910 Schwarz criterion 5.673800
Log likelihood -324.9141 Hannan-Quinn criter. 5.216913
F-statistic 10.66702 Durbin-Watson stat 1.656251
Prob(F-statistic) 0.000000

SP =63.288772587*DIS + 4.48204346385*LNSIZE - 2.60487202212*DIS_LNSI -

92.5086348218
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Forecast: SPF

Actual: SP

Forecast sample: 2012 2016

Included observations: 148

Root Mean Squared Error

Mean Absolute Error

Mean Abs. Percent Error

Theil Inequality Coefficient
Bias Proportion
Variance Proportion
Covariance Proportion

2.173692
1.580788
26.14403
0.118487
0.000000
0.061385
0.938615
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Total panel (unbalanced) observations: 148

Variable Coefficient Std. Error t-Statistic Prob.

DIS 6.221304 1.823357 3.412006 0.0009
TYPE -3.267637 0.511816 -6.384395 0.0000
DIS_TYPE -0.599691 2.443882 -0.245385 0.8066
C 7.124357 1.514136 4.705229 0.0000

Effects Specification

Cross-section fixed (dummy variables)
Period fixed (dummy variables)

R-squared 0.765280 Mean dependent var 8.052264
Adjusted R-squared 0.686329 S.D. dependent var 4.671775
S.E. of regression 2.616489 Akaike info criterion 4.978325
Sum squared resid 753.0615 Schwarz criterion 5.747880
Log likelihood -330.3961 Hannan-Quinn criter. 5.290993
F-statistic 9.693091 Durbin-Watson stat 1.494110
Prob(F-statistic) 0.000000

SP =6.22130435151*DIS - 3.26763699975*TYPE - 0.59969091504*DIS_TYPE +

7.1243574027
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Forecast: SPF

Actual: SP

Forecast sample: 2012 2016

Included observations: 148

Root Mean Squared Error 2.255716

Mean Absolute Error 1.611031

Mean Abs. Percent Error 26.16738

Theil Inequality Coefficient ~ 0.123093
Bias Proportion 0.000000
Variance Proportion 0.066779
Covariance Proportion 0.933221
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Total panel (unbalanced) observations: 148
Method: Panel EGLS (Period random effects)

Variable Coefficient Std. Error t-Statistic Prob.

DIS -3.626709  2.401394 -1.510252 0.1332
ROA -48.82288 19.07096 -2.560064 0.0115
DIS_ROA 141.3108 34.31478 4.118074 0.0001
C 8.523260 1.497596 5.691294 0.0000

Weighted Statistics

R-squared 0.178462 Mean dependent var 3.813769
Adjusted R-squared 0.161346 S.D. dependent var 4.609714
S.E. of regression 4.221610 Sum squared resid 2566.366
F-statistic 10.42699 Durbin-Watson stat 0.625434
Prob(F-statistic) 0.000003

SP =-3.62670910326*DIS - 48.8228787225*ROA + 141.310816119*DIS_ROA +
8.52326029747

Correlated Random Effects - Hausman Test
Equation: EQ04
Test period random effects

Chi-Sq.
Test Summary Statistic Chi-Sqg. d.f.  Prob.
Period random 0.845514 3 0.8386

24

Forecast: SPF

20 Actual: SP
¥ Forecast sample: 2012 2016

16 -| / ; y Included observations: 148
! Root Mean Squared Error ~ 4.143167
Mean Absolute Error 3.376981
Mean Abs. Percent Error 70.70184
Theil Inequality Coefficient ~ 0.235298
Bias Proportion 0.000000
Variance Proportion 0.398536

Covariance Proportion 0.601464
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Total panel (unbalanced) observations: 148

Variable Coefficient Std. Error t-Statistic Prob.

DIS 1.119707 2.449987 0.457026 0.6486
AQ 1.001947 1.148536 0.872369 0.3849
DIS_AQ 5.783875 1.155934 5.003636 0.0000
C 3.659675 1.278567 2.862326 0.0050

Effects Specification

Cross-section fixed (dummy variables)

Period fixed (dummy variables)

R-squared 0.767824
Adjusted R-squared 0.689729
S.E. of regression 2.602272
Sum squared resid 744.9004
Log likelihood -329.5897
F-statistic 9.831859
Prob(F-statistic) 0.000000

Mean dependent var 8.052264
S.D. dependent var 4.671775
Akaike info criterion 4,967429
Schwarz criterion 5.736983
Hannan-Quinn criter. 5.280097
Durbin-Watson stat 1.544584

SP =1.11970691551*DIS + 1.0019472764*AQ + 5.78387484794*DIS_AQ + 3.65967517052
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Forecast: SPF

Actual: SP

Forecast sample: 2012 2016

Included observations: 148

Root Mean Squared Error

Mean Absolute Error

Mean Abs. Percent Error

Theil Inequality Coefficient
Bias Proportion
Variance Proportion
Covariance Proportion

2.243460
1.605241
26.16638
0.122404
0.000000
0.065953
0.934047
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