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The Moderating Role of Financial Analysts Coverage of the
Relationship between Financial Restatements and Investors
confidence: An Empirical Study on Companies listed in the Saudi
Financial Market
Abstract
The research aimed to measure the moderating role (interactive effect) of
financial analysts coverage of the relationship between financial
restatements (explicit - implicit) and investor confidence, in addition to
measuring the effect of two reasons for financial restatements (explicit -
implicit) on both the information content of earnings and stock liquidity and
financial contagion effects . To achieve this, the researcher derived the
research hypotheses and tested them by conducting an applied study of non-
financial companies listed in the Saudi financial market from (2011-2021)

The researcher found a discrepancy in the negative impact of financial
restatements (explicit and implicit) on both the informational content of
earnings, stock liquidity, and investors confidence but the degree of
negative impact of financial restatements due to fraud is significantly greater
compared to the degree of negative impact of financial restatements due to
disclosure of governance rules, in addition found that there is a positive
interactive effect of the coverage of financial analysts on the relationship
between the financial restatements (explicit and implicit) and investor
confidence

Based on the theoretical and applied results, the researcher
recommends the need for the Saudi Capital Market Authority to pay
attention to the financial restatements and issue instructions explaining the
detailed steps for it, while setting appropriate penalties and punishments for
violating companies and working to improve corporate governance
mechanisms and financial market controls

Key words:- Financial Restatements- Financial Analysts Coverage-
Investors confidence- stock liquidity- Information Content of Earnings-
Contagion Effects
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