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The Impact of the Risk Management Committee Characteristics
and Readability of Financial Reports on Stock Price Crash Risk — An
Empirical Study on Listed Firms in the Egyptian Stock Exchange

Abstract

The research aimed to study and test the impact of the risk management
committee characteristics and readability of financial reports on stock price
crash risk of companies listed in the Egyptian Stock Exchange.

The study relied on the content analysis approach to analyze the content of
financial reports for a sample of (68) non-financial joint stock companies
listed in the Egyptian Stock Exchange during the period from (Y019) to
(2022), with a total (272) observations to test the research hypotheses.

To achieve the purpose of the study, the current study developed three
models: the first is to measure the impact of risk management committee
characteristics on stock price crash risk, while the second is to measure the
impact of financial reports readability on stock price crash risk. Finally, the
third model is to measure the impact of the interactive effect for risk
management committee characteristics and financial reports readability on
stock price crash risk.

The results of the current study concluded that there is a negative effect for
risk management committee characteristics (Risk Management Committee
Independence, Risk Management Committee Experiences, Risk
Management Committee Meeting Frequency) on stock price crash risk.
Moreover, a negative effect of the financial reports readability on stock
price crash risk. Finally, the study concluded that there is a negative effect
for risk management committee characteristics in the presence of readable
financial reports on stock price crash risk.

The study recommends that companies should pay attention to the presence
of an independent risk management committee, and the accounting and
financial expertise of the committee members, because of their positive
effects on the readability of financial reports, and therefore mitigating the
stock price crash risk.

Keywords: Risk management committee characteristics, financial reports
readability, stock price crash risk.
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218 Ly cclly CA (Lina) Aagilly ¢ ylalad) 5yl0) (3alaty 45,80 L8 Alla 3 (V) L) 3
@ Ally (S&P) dwse (il Wy Hhlaall 5y Gk (i (Mcshane et al., 2011)
Gakai Al clgpal AV Al bl Jid Gua cligine daedn i) §yla) Gl
Dbl 3yl Gudat (Al SISE Gaaladly bl Gusieall Sl ey il haladl 50
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e AL Al plast) L6 ¥ /Y

Lllae clly eaiul ddudladl cla) Mgyl oyt dallal) e DU dagis
O Gang G (il Apaljl) cilS g o) 2 liad) cldliie b pussily Aigal) ciladaial
A acal ddgisall e dille dapay alaiig A8 L) )l L Lo meadall Cilagleall (5SS
sl e By aedlly e lill AL 65 o G Ll e Dt L)l eniin
Hasan, ) lewadie g leie cargdl el el gean s 4l clulaally adaill
.(2020; Lim et al., 2018

Sl o) Cann Lganl (il sae o selill AW ) L6 (mladsl sag
Bonsall and Miller, 2017; Ertugrul et al., ) =@yl 4d<s salyy «(Li, 2008)
SIS, (Salehi et al., 2020 ; YY) «gsidaik) il aaball i alis (2017
Kim et al., 2019; Azadi et al., 2021; Ertugrul et al., ) agud) jlaud JLgi) Hhlie
(2017

sl e S5 Gl e sl 2 laidll dgsall) (ailadll (aa) 3o ill LGN e
D0 eadiid Gilastedl jalias aaf dpaill claladyl o (YY) (o) ~Lady)
O Al i %Y Qi lasadl Il il e %A s S dua 2
Lo 3oLl A5 = gaiglly Ayl laliady) ot o go 2Y Ml el LA
(Lo etal., 2017) Il )il sl Claglaall iy agh 3 aal

sae la G V) el Ll el LA ddse asehe dam Y o4l e )il
AWyl 446 (Loughran and Mc Donald, 2014) e 18 cleiyyil <iglase
paill LDl o glaall zhain) e ) llaally G paiinnall 3,8 (53 Ll e 3o )il
oailiad e %) Cappel) 13 o iy Al el syl duall claladll e
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ol AL bl e Capall 13 585 ol Lol 4o Ao s Lo i pgds 3o L8

Gaad o) oSy el el jall Al ) AL ALl il el (e Dald) alitid
lie zaiall dpulaall Cilasteall Jrad Ll Leanl Blal il oo ailiall (e el
Laletind (o (peadivaall (Sl agdlls 50 LAl Al s danaly dadiall Cilaliag¥ls dullall lally
Ma) ddee a3 e deedle V) Cilegledl) ool 40l o anaelid LS il
L))yl

aiill ) Glapdil) Lan (ppaasa dais 3oLl Adlal) L)l LS Lysea liie) oSy
clad) (e 3 (gileay) bl & Jidy 53l Obfuscation Component (s)lay)
clastedl Bla are 5al) ) sam e ol slinall olaly lan Al dplud) e gledl)
e o5& Al Information Component Aslaslaall ddlay) & SG) sasddl Jiah L
st lly slasall cillen 3l Alady 4 Glasles o plal) DA e alal
Bushee et al., ) Gloslaall Jila pae Qa5 ) (505 las ¢asarlly 382l (e ddle da )y
(2018

Caila i 8 5u€ IS0 Caaalis 38 50 Ll ALY sl of (Y4 YT) axadl (g3
s eJlal Gy land (8 Lapall Jalslally LKL (mny elys AalS dmalad) L) (e
Akl L) shalaa salslall ol aal (has sk sl lydi b Augraa @ ialill 4als
e Alall Lmstid) of e ddlaall Jlad) a0 SISy ALl ol i e )l
e gy elpd bl Gy (lSyal U8 (g Wy oy ) Cilaglaal) olat (pypaliinndl) 8
A o als dumy) ae Bl Ay Lasii Y g sl J (e

lecany adiny Cua el Al el LG Luld 8 deasied) Geulial) sasts
Gladiall se S o gsiadl sl Jsha o ading AV Grandly ¢ gfill et dajs o
Y Y)Y (gsldaik) ) Jandl A (e Genlial) o320 bl zaa s (Says ¢l il e g
Habib ; Y+Y) (e Y oYY gluall ; YaYY (e sYYY (agmua ;Y YT cganudl
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and Hasan, 2020; Cheung and Lau, 2016; Ezat, 2019; Chakrabarty et al.,

Be Al ddlall o Wl 4B (ulBa (V) aB) Jgaa
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A Aagdl deeMa ASY) pdiall W ey
cggad) A3l ALl Ly S e Al A el
Ghbaill AL Aglea Ay saipall 138 Jaalag
e A plady) bl Ayl claluady) o
LU ston sl (3 Adle s Aoy oy
~abdisall G oxty Aijlha Se Rl (gl Y
ol Al e Juany Al Al cuils Lals
ousally Belall ALl sl ALE cuadss)
T

Sl cladel) e ) o ddal 1 adiay
alg Jaall 2 Jlaa) ) ddlall adlgill daatal) clablay)
A Aslaad) JSA e pigall 13 ce patl)
LIX=100X (B/W) + (W/S)

Cisal dep (e a8 AN clalsl) s Mlaa) 0 B of G
daaiall clalad) b salel) cladsl) e sl @ We sl
Glalafl sulsd) Jeall s sl S gl ailsill
ALl adgill daaial)

«sgthaik) Lasbarhets disa
g dd)
(Ezat, 2019 ;Y. YY (age

T T

Belall LG Luld A Aaladia) Adlal el
By Gk WS Al AL kel laal

@AY il A5l milidl) 4 ginag

) Dslaal) YA e 5o Al LAY (uld ol

ARI= (4.71* C/W) + (0.5*W/S) -21.43

RN

allghll dadiall clalayl safsl) digall s ) :C
fadial) clalayl salsh clalsh e sl (W gl
alalayl sl Jeall s el 0 S gl algilt
Al il gally Aadiall

Automated s
Readability Index

Al Tamimi ;Y. Y\ wu&)
et al., 2014; Al Jarrah,
(2017

Sadiadl Al Lyl e jdGall 1 Sy
Y clgiaall  usaty LAGaady) Ay
e bAl LAY (6 gla (alddl)

A Aslaall JYA (e Auild oy

FOG=0.4" (ASL + PCW)

Gub 5 qwagy Alaal) Jgh bagia : ASL:igl &ua
lalsl) L :PCW (Jaal) e o clalSll ase daud
toh WS Gaayg B ainall

Jidy (Clalsl s M) [ Baeall cladsl ax) *V s
S alie M o ggiad Al clals)) Ll Saiaal) claldl)
L

FOG Index duludall i
(Rezvani and Barandak,
2020; Xu et al., 2020;
Li, 2008; Ertugrul et al.,

2017)

QLBy Usgar ) sdBall dailpall Aadl) pis
Bl yaill

A alaal) JNA (ya A o3y
FRE=206.835-(1.015*ASL)~(84.6*ASW)

2 [ aldsl s = Aaall Joh hugie : ASL:gl dua
e [ ablidl s = AW Jgh bugia : ASW.Jaall
RLAN|]

Flesh Reading Ease &%
(FRE)
2018;

(Asay et al,
Aymen et al.,
2018)

Glada 2a) aphll dlell Jie gall dsh e il aluls

Luo et al., 2018; de

Gadie Ly

YoVY 6.3}3.;.&.;:) sl Gl daad ‘;XT.\JH\ ?:L\JLCJH\} sl

Awleslls (Li, 2008) deciall laliaiy) sasl  aulall 2ile Wil ((Souza et al., 2019
M Gaylidll @iy o Cua o(Loughran and McDonald, 2014) ) aaal xykl
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.(Dang et al., 2018) lhlad 48, 5ylaf Jeg a3al el il e g 4

Oo el Y Alase Ll GV Baw B s el il cllE S
4 asbiad) Slasbaall Jia e 48085 4nds Tl GhsY) o 36l Lasin b Lgia cJalsal)
Lip b leies Adle Lpls Ge i Loy Lewds 4580 el Lasiy b Letay «JalS JSi
Liu and ) dabaadl Elaa¥ly clegleall olad agilhyais aglladl 252)5 Goull & Culalaially
.(Lei, 2021; Cui et al.,2019

dpe i gl Slaad ledl il aseie dpulaall Ll e el il
& am Ay gt Aol dadll & b Ledl Jie 4l Dang et al., 2018))
&) sallall iy (Cheng et al., 2019) duly 4ty . Gaaaluall 555 & ala (aalids)
sl de) Ay dlje bual Aie) 358 DA dla IS AN s gaw Led pmisy
S e oalie JS AAN g yra b oala Galits) Egaa Jlas) sl (YaYY (5 AT
S Gball P e aaliadle sl saad (Sayy cpaaluall 595 8 ala Galids) ae iy
Iy Gl Canys Lo byual dgie) 58 DI agadl o dilall s 3 ) ol
Rhay el e L) o Bl HLAY) G 038 ) el die Gas ool
Alalae o A Ul T di€as 558 JshY elldy ile Ahay W) pdinaly dsls
da daga el sl (YeYY oy Hladll) Auhs i LS agllsa e sl
dsas fimyy (@ondl (b ASAN s Aol dadll A ) S sy eealie JSdyy wady
isaal ine 48] g e aisi bl o lsil) Sf il
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Financial Reporting and  cildl ¢ladly 4dlal) ity ddadse iais
Corporate Disclosure:

Guki of (Cho et al., 2021; Bauer et al., 2021) ge S 4y clas
2ny Lo cillall il = LadY) (g5 Gpund 8 aabiy IFRS Lyl ddsall uledl)
el bl AN Qe cLa) (ind Il 2l LAY Caa e 581 55 o
ol (Chae et al., 2020 ;Y YY (gslall) lgiay cluhall pany ciliasi LS caenl) e
ni Yy dumle ALl )l maaiy calbanll lanals 3)aY) o Glaglaall Bla aae
AL BT g Lemend Sl Slaal A8 (i jays Lesadiiveas jum Laa (Adlidlly

Claagi Lo dllds aead) Sl Jled) sha e i Dbl il (agee of
oball el o 4laall Adla) a3l A6 i Gl (Y VY sy ladll) Al 4]
«(Kuang, 2022; Zhong and Li, 2021) z LY 53 <lujlesy (Yin et al., 2022)
Hunjra et al., ) felay) ilsiudl; (Wang et al., 2021) Lol sl sl
.(Bilicka et al., 2022; Garg et al., 2022) upall cuaill Gl (2020

Managerial Incentives and 48y} pailadlly jdlsally ddagip clasaa
Characteristics:

iin A Al LAY Gy Gl Lad Gapaal) B G ApIaY) pailasll i
3y G (Y09 cmald) by cliag Cum cagn) Jland Jlgdl Shlad Uyasa Taass
(o) el Sl Slalias Gapaall 0oyl 5)al) cpy dygiee AV il lle L) dDle
b jidl 48 Loy .(Fu et al., 2022; Krishnamurti et al., 2021) ae dagiill 028 (i,
(Gu et al., 2023) Esull 3 leagasd Sland Hlgdl Hlaliad 450 e (ppaall

:Corporate Governance 4asgall clll gubiy Aayie clsaa

DolEN 3355 Il mlady) Cpeat 3 Lils gy clSal ASpm pailad (ali
o S (Jeon, 2019) dulp clasi a8 caeul) Slad ledl Jld Jli Sl 2l

oye



Shagih sl o B0 A0 N Dbyl ol 3| Wiyl 31
2Ll dis o ghall pdia A . 2y piath Doyl Bubglitf Colim plf ok A Ay ol sl

paxa ce kil any 5B ApleiV) GlSslal) e cauaanll Aled 4l s SN A
GlSHEN AaSgal (6K 3 5yd il Galiiie 3))3) Gudae sliacl dgag Ala g 3laY) alae
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o) Dl Sl iy AN A G Al ADLe 35m )

:Capital Market Determinants Jl) L. G Aasiye ciladaa

Sl Jlagd Jha e i Lee Bl LAY Al Bila QW Gy o i 8
Sle ise Hoiay Jslall aas of (cui et al., 2022) duys ciliag oY) Geaile) agud]
&) (Alp et al., 2022; Chang et al., 2017) clag Gy aud) jlaul Jled) s
Dol o sy 8 Lae agagud g I Gl ady 8 25l 5lal) e o Ladll ¢
e bl sl sal ) 5%

G Lgie ag) e ligd) Hlaad Clasas sae @l o sy (GBas Lo e gun B
QS (g Adalall b1 gaa) Slalaal 8yl dial dgay s ) A LS ]
CallSs il el J8 e Bdl JLAY) Gaa o G ) selall ALl 306
s pllad) Glanals 5aY) o Glegleall Bla axe gsime g i) J gy A
Dbedl Lhal AAN (ajays lepeddiviay gy lee A8LAIL Al Yy daele dlladl ylal
Mol (b Lalaial saas Adlad) Aol dfiadl ssadll Jia (s o(AA GhsY) Gom Lengd
Gaally Alad) Ayl =3 pe Aad) Cluball il Ca) o Gl sae Glus L)
Agpead) 28 e

Oo cognY) Sland Lei) jha Eiaa it iyl de gene luhall (e ) i
Lelallly slagll e 48,50 5508 axe of Cus (Default Risk slawll e il jlad :lgaal
Habib et al., ) saull e aladl) jhaal dape ST lelaay daudl e Lealan, 2l
cas g e Joslay) Wl cua (Bad News Hoard diwdl HLa¥) sy (2018
YY) ASan 558 JohY Anplall GLLY) e (3uall DLAYL A3l il LAY
Jusi in Al LAY oS5 a1 ) aien Y OLAYT 63 Cana Lty (Y019 (oaile
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Lyl s 5 ¢(Tipping Point) Jsaill 2oty eud Al leaaa )l0Y) apdaiod ¥ 4apn )
GIGEN apd lad b oalay € (@lisd) 8 Gy Lee saaly dxiy LAY Gl e
Opainad) Jladl 350y @lyilis ((Moradi et al., 2021; Liu and Zhong, 2018)
Jhedl sha Gigaad Ll Daae s cy il @l of ¢ua Volatility Feedback Effects
aa Bale) () sl @ Hlenll 5l i) LN G Cun cagull) e
Cisan A Ll 138 3 cagndl 138 8 L) Jilie i) dead sdke alyys (sl
Opeisall Clafine & GDAY)s (Habib et al., 2018 aeul) Sle & il o)l
cuaall ne ) cluhall asg eiylil cus (Heterogeneoity of Investors Beliefs
Opfiiasall s & DY) o ) (Hillenbrand  and MCctarthy, 2021 ;Y+)4
Cdia Cua cagad] bl Led) Jhd Gigaad Ll QL) aal ey Jld) G
Detadl ) gl 3 W) olad anplai Clgagy agilaiiad (g cppaiied) Dl
slad el Ll Cleay R ol ol asall ainally wiliiall aiasally Jildial
ol ru bl Hhlae g () (0% Lee opr it ) (535 45,400 ag

caenY) Sland Ll Hhlie g elys bl 2ax (e )l e asl &ald) g5
DY) e e ) pliianalls 30y G lasheall Bl pie sa oyl ) oY)
@ il haladl oy dial dsas iy @llyy caian 358 JohY piiall e 2l
30k Ao Jaadl S o)) dasliey HLA) @l e aall dgglhdll Gailadl) lagloac]
Py Y G (e aall Gl e 288N (s5iae Balyys Be Al L) plal) 4,108
Iyl e 0 Y 8 Glasbes cana A Jleel &8 & el sl 12
o)l Ll lalie e caganll il lgie o Lady)

e el o leadine 3 cadic) Qlladl dlli ulal Gl e aaal) Sl
agall Lo 5] Talal) e 2lsall L) el 81 Jalae (sbiie Lgie cagud] Gue 50l dalall
Jaial e uaill ulaS Negative Conditional Return Skewness (NCSKEW)
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ol 13 e slaie¥) g« ladl slad) (& sl clilal) o ) Rl adl) g 38,
Chen et al., 2001; Kim et al., 2011; kim and Zhang, ) <l eyl
¢ sl JY YT sy Haall SYOYY (gals e._.d;j\ ae YV (ks 2016;

Ao iyl WIS adl Y (Liang et al., 2020) duh colil 8y (Y419 g luall ;Y YY
pend) Jland Jlgil sl Giga o hine e 138 ol Lo gl sl Gl el
URPY [ PN (R ERT Wi

1 sy «The Down —To — Up Volatility Jlef ) Jisd e il (uliiag
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YAYY (apaly adall de ) saa e desene S0 gilnad) CibadY) Clua i & dagidl)
Chen et al., 2001; ;Y¥Y cgandl SY0YY (s el Y014 (aule
(Krishnamurti et al., 2021

Y OYY (aualy alall ne ) alaall SE bl we Lidlay i Lo pgin 3
Chen et al., 2001; ;Y+YY canadl 5Y2YY ¢ smg Hlaall ;Y004 ala
Dl lgdl ylaad Leuld b adied Cage Al Auhall olé (Krishnamurti et al., 2021
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Sl sha e jhlad) gyla) dsal (aibiad il du iy 48l cil)all cacial
SIAS A, elaly 38,8l dad e 4500 Hhalia syl il duhy DA e agad) e
e e Ll laa e Llad) lagleal) sagns S AN AeSoa o DS L Al

Dbl gt phd e phaladl ylaf sl (ailad A ciluhall adaes calils
By bl il saga Ao Hhladl )l dal ailiad LA by DA e cpen)
b e Lnlad) Claglaall 335y S AN LaSin e SIS a0 Al GBS - L)Y
o) a5l

Shlias)ly) Gada A laal ) (Pagach and Warr, 2015) 4 cuiaa i
3 e Gaad e o3 3555 (V0 1) (e Gadally ellyg Sy ool e sy
o8 Laalias) s Shlaal ayla) i Al ClS,al ey of ) Aol cliagis ¢ bl
A e 48,30 ol et ) sa5 o el syla) Gkl o LS o2 L)) el
Ll gl

shlae syl Gn A s ) (Tahir & Razali, 2011) 4wl cbas <l
Tobin’s Q ulie e alaie¥) &5 ciayall delall dpllad) ulS il 8 4S80 dady 38,30
ey Lulay) Wbyl Jays 3,80 i 5l of (A dshall ciliagiy A8l dadl (ull
Aflas) AN Lgd Cand sl 45,40

oand PlA e 1S Al il 8 (Baxter et al., 2013) 4wl cuaalug
Jutsl Laslaie) culS,all < s Led dddalall i) (san awd il 48,80l 3yl
Gilasy cAlelil) 2680 il ae a8 8L Y ddaiil el B8 llas
oda il 3y il elaly (e IS8 Jaiiys 4,80 lalaa )y saga of (Al
(Ai et al., 2018) dulys ae au)l

A8 hlie (e 2 lady) G Al muag ) (Razek, 2014) Gl g
LSl 3sia e 2ilall Jaray (ROA) Jsaa) e ailal) Jaxe LA (e 48550 14
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Sl Sl sha e 5l (Y1 Sl Y1 Gadae JSas ALl iy ASL USn)
e a Y Y ale gesymall DA K1 @l e die e Gulailly el cagn)
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Odae paal Blay) ADle d5ag ) Liad ciliag LS A dad 8l adly Case A,40)
S AL e 56 25a ) cllas Lo Al el e 30Y) Galae Pliads )Y
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o Aalay dplay) il Al 4,8 Hhlae 3l 385 8 Allad il ly) glad e A
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il hlae 5yla) Ll (Iswajuni et al., 2018) 4up Laf clils LS
Tobin’s  dlauls euld &) 45,48l 4ad e Enterprise Risk Management (ERM)
Yoo ale e pidl) (8 L) Auaysn (& Asdll eliall @lGE) e Gulailly ((Q
A Aad o Hhlaal oy (e il aga ) Al ciliagis YOI Y Ll s

slo Apuladl) cilasbedl 3asa 51 5laals by ) (Y019 ¢ luall) dul) cdag
e Ao e Al cadiely dpad) sl 2kl Gl sl el Ll jhlis
Lahdll Cliagis YA ble Jin YO Y Gle e il 8 dpead) da)sll saa) culS
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