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Abstract

This research is addressing the measuring and evaluating the impact of the information
content of published financial reports on information asymmetry , by applying on fifty six
companies listed on the Egyptian exchange , during the period 2016-2021 , within the
framework of an analytical methodology, that include both of the deductive and inductive
method. The first method is employed in preparing the four theoretical sections of this
research . while the second method was relied upon in preparing the Empirical study .

This research includes five main sections. The first section deals with the
methodological framework of the research and the background of the problem. Then the
second section includes a conceptual framework to the information asymmetry, whereas the
third section includes the normative models which is the most accepted in the field of
measuring and evaluating information asymmetry. The fourth section deals with the related
literature that analyze the relationship between the information content and informational
asymmetry , while the fifth section includes the empirical study and discussion and analysis
of the research hypothesis .

The theoretical framework of this research , which includes four sections , concluded
with many theoretical signals , the first of which is: The information asymmetry is one of
the syndromes closely related to financial stock exchanges . It cannot be overcome
completely , but its negative effects can be reduced through many mechanisms , the first of
which are published financial reports. In addition , the quantitative measurement of
information asymmetry is based on many models at the forefront are the Bid-Ask Spred and
the behavior of the trading volume over time. In addition to many other financial indicators
that do not receive sufficient acceptance by empirical research, because they are
instantaneous , static indicators and not dynamic ones.

The empirical framework of this research concluded that there was a statistically
significant impact of the information content of financial reports on information
asymmetry, whether at the level of the first analytical panel, which was based on a
generalized regression model , its explanatory power is 28.1%. It was extended to include
all analytical observations, and is considered good compared to previous literature, or at the
level of the second analytical panel, which was based on seemingly unrelated regression
model was employed for analysis at the level of companies in each of the seven sectors
being analyzed separately. The explanatory power of the seven estimated models ranged
between a maximum of 97.59% and a minimum of 31.4%. the higher explanatory power at
the sector level compared to pooled explanatory power was explained by the similarity of
financial and operational characteristics at the level of sector by sector?

The researcher recommends more attention towards studies that include multiple
measurement of information asymmetry based on dynamic models. With the necessity of
abandoning measurement based on static financial indicators , as well as more studies of the
relationship between information asymmetry and many major accounting aspects such as,
conservatism , profit management , voluntary disclosure , integrated business reporting ,
and sustainability reporting .
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Information Content, Information Asymmetry, and Bid-Ask Spread.
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o ol Dl g e @laly Glld s ¢ 3950 Jaly Slegbeddl Bl e (Sae 3
" ohll G lbad) Ga)lad (e 2all Alas

263 Bl ST Slegledl BLall anad Stiglitz (2002, P.469) Casass (S Laiw
" Aaliae (laglas) oLl aeadl Gsiliaall GaladY) of tlalud (e B 4dpa s,

" succinctly described information asymmetry as a condition wherein
“different people know different things.

Glagleal) (amns of 43 e Vanhaverbeke et al. (2002, P.717) 35, L

sases ¢ eadlill 3S5all ey @y ¢ ale gl o Ldslt #sae Cud Loy
(A deluall 38 o) phuia

"Information about the quality and performance characteristics of
applicable assets is not common knowledge, and any information provided

by a present owner may be opportunistically biased, causing adverse
selection problem™
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“ high information asymmetry [arises] when market actors possess different
and unequal stores of market knowledge "

s aseia Connelly et al. (2011, P.42) aa il delia Jane e laliid,
r S il e leslaall il
" Because some information is private information asymmetries arise

between those who hold that information and those who could potentially
make better decisions if they had it "
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;S el e Slaglaall Jilall ade aseda aaay
"Information asymmetry theories are based on differences in the ability
to assess the value of either inputs or outputs. Some market participants may

have better information than others about the value-in-use of the goods,
services, or resources that they trade with each other."”
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“Information is not homogeneously distributed in the market, nor is
access to relevant information *

Slo slesladll Blall axe Jea 4y, Andrew Bloomenthal (2021) (sl Ly
Slo sl allie PA e @lldy ¢ @l delia b ol il Gld Glosheadl 3la
Jlall axe asede 22a Y Investopedia syedll 4S5y Llla) 4 peall 450N sac )
p ) aill (385 e shedl)
"Asymmetric Information also Known as Information Failure occurs
when one party to an economic transaction possesses greater material

knowledge than the other party"
Source: https://www.investopedia.com/terms/a/asymmetricinformation.asp
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05 35 ¢ mllad)l ClasY Signaling deds il Jasd 8 lly ¢ AWl ) s
OS5 Yy Aadly OsSS Y My ¢ Allae 5SS 8 Jlall adly ae Buliy Aabia Jadly Jilul) ells
Ayl ()6 38 el ¢ Lpulad) julbea) e e " Allias gl b b
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" Theory of the Firm: Managerial of Behavior, Agency Costs and
Ownership Structure.”
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