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The effect of Readability of financial reports on the cost of
equity financing An applied study on companies listed on the
Egyptian Stock Exchange.

Abstract

The research aimed to study and test the impact of readability
of financial reports on the cost of financing by ownership, an
applied study on companies listed on the Egyptian Stock
Exchange. The study relied on a sample of 90 non-financial
companies, during the period from 2016 to 2023, where the
number of views reached 720 annual views.The results of the
study showed that there is a statistically significant negative
impact of the readability of financial reports on the cost of equity
financing for companies listed on the Egyptian Stock Exchange.
Improved financial disclosure and transparency help reduce the
cost of equity financing since investors demand a lower rate of
return with lower risk and information asymmetry, and if a
company achieves returns that exceed this rate, it attracts more
investors.

Keywords: readability, cost of equity financing, leverage ratio,
age of the company, size of audit office.
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DB (V)73 sai dela (S aile 2l Al ) Ol aiaS (Ausize)iaal el
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ASLA ke :Age
Azl jall iS6 s Ausize
L S3 G LaS Ol il (AL
setbaY) Jaladll g Cadl (b Ll il 6-4-6
s LA il Gl 5 ddia gl Cilelaa Yl Cnall e 40 jad) 028 (la
r Sl sl e o Ll s ol Jidaill (s b Canll
Abia gl clelaayl, Y -1-€ -

ool Alall iy LY C0llaas dubea gl Clebanyl iy b

Sl Jysaill AlS5) bl puaiall 5 o(Bel Al ALl ) L) Jiidl)

(ol G paa oI @il Ay ASLEN ae) Al il
: I Jsaalls Leasen 55 (Sah

A ) &l puiial Audia g1l Cileluaal) :(Y) r&) Jea
Descriptive Statistics

&l iciall N Minimum Maximum Mean Std.
Deviation

Read 720 .00 1.00 .4500 49784
Coe 72+ .00 1.00 .2607 43935
Age 720 .00 1.00 4333 .49588
Lev 720 .00 1.00 3139 46439
Ausize 720 .00 1.00 .2639 44105
Valid N (listwise) 720

Bald) dae syl

PN ‘;_‘} (Coe)d_m] el yall A dlall , lasll 4,08 ‘:_‘;\ (Read) PIITNGINEN
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4l )il dad e (0.3138) (Lev) !l ad )l s uidd  leall dassll
il (0.4333) lall Bl dad (mlisil Sy ¢(0.46439) (s kasd
fad Laliddl Wyl 5 ¢(0.49588)s kel 4 jail dad e (Size)AS,ll jee
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Fundamental (bad) Jelail) JB A Gl a8 Lol gilii | ¥-1-€.1
:Analysis

L) el Ll ali aieS ASLL ot A A gae LAY
Al ) O e (s (Vpaseall plasi¥) 70 e Jdi o Jiise priaS 36 Al
Japeadl lani¥) Jidat ilis Jsan paia g s Al ) il prially (Y)aamiall sVl
An ) Gl paadall JAa) aag) daxiall jlasa¥) g (Al )l &l yaadall JAa1 J8)

Gyl b LAl dauti 1(3)ad, Jgsa

gigall <l paial) JA) 3 (V)zdgad A8l piial) JA) day (V) dsal
FIER

Variables B T Sig. B T Sig. VIF
Constant - 13.054 0.000 - 7.034 0.000 -
Read -0.67 | -1.809 0.008 -0.49 | -1.300 | 0.007 1.042
Lev - - - 028+ | -0.751 | 0.034 1.017
Age - - - -0.120 | 3.257 0.001 1.005
Ausize - - - -0.112 | 2.963 0.003 1.052
R? 0.005 0.32

Adjusted 0.003 0.027

RZ

Fasibas) 3.274 5.985

Sig(F) 0.002 0.000

dEald) dlae ) syl

siee O Gl G f lddl il aiig (V) a8, ol kil
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D&l LLE) Jotall patedl pedll JOA (e la st Sy (4SSl g sall
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O Gl yuiall A8 (VIF) dad palias) e Simb dslalls Jy sl 485 e
Al a2l adll Ll WA Sadgagaral plula gage()0) Al
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(e.g., 1i,2008; <l )3 pe dagiill oda 3451y " 4y el da ) 5ally
Zhang,2009; Johnstone et al.,2016; Ezat,2019; Athanasakou et
sy aal) a5 e ae il Laiw ¢ al,,2020; Rjiba et al.,2021)
(e.g., De Franco et al.,2015; Boubakri & Y <l
.Mishra,2017; Garel et al.,,2019)
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COE=p0+p1(Read)+p2(Lev)+p3(Read *Lev)+
B4(Age)+p5(Read*Age)+ B6(Ausize)+ B7(Read*Ausize)+£it
(1)
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e aany Belall Al ol AbEl el Y1 :Read*Ausize
Azal yall

Lo S Gan LS @l il B

s sl o ALY Jalath) 3 8 g 3 gaill laay) Jalad Al (£) a8y J g gl

zisadl ? Jo¥) Gl LS 73 gal ALEY) Jlatl) B J oY) (il LA ¢ d gad
eba) Jalatl)
Variables B T Sig. B T Sig. VIF
Constant - 7.034 0.000 - 6.782 0.000 -
Read -0.49 -1.300 0.007 0.21) 0.334 0.038 2.993
Lev 0.28 -0.751 0.034 0.29: -0.716 0.047 1.227
ReadLev - - - -0.18) 0.566 0.032 1.830
Age -0.120 3.257 0.01 -0.132 3.332 0.001 1.154
ReadAge - - - 0.04. -0.999 0.011 2.196
Ausize -0.112 2.963 0.003 -0.127 3.133 0.002 1.207
ReadAusize - - - 0.067 -1.197 0.021 2.333
R? 0.032 0.117
Adjusted R? 0.027 0.108
Fasiuas) 5.985 3.889
Sig(F) 0.000 0.000

Ll A a1 daal)

LAY Sl 3 gl dpa Sl 5 4 gima G o(€) a8 J gl il Julasy
Sl el ) A8l o panitall Josad aa J Y Gl Gaaall Jlae A8
O Adjusted  R® 4 il 3580 333 5 (e Siad ((Sig=0.000) dtasll
@5 il Al Alaedl) ol il ddla) (o ) sia e sa s o( ) 0 A) (10 YY)
o sail) A4S 5o Hall Adladl M AL (0 38 e (0.081) e 5 siza s
dsagpaad il G YO s e JIY (VIF)ied (alisl e Slad gLl
e Ol il S A e i Lae () il G daxiall Jaal) ol yY) A
Al 534
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