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Abstract:

The research aims to clarify the impact of the relationship between
geopolitical risks and foreign exchange rate fluctuations on the risk of
financial distress in light of the mediating role of accounting hedging, applied
to companies listed on the Egyptian Stock Exchange. This is for a sample of
(40) companies listed on the Egyptian Stock Exchange for a period of (5)
years from 2020 AD to 2024 AD, i.e. (200) observations, as this period
witnessed many geopolitical risks, in addition to witnessing large fluctuations
in exchange rates.

The study concluded that there is a positive and significant impact
relationship between geopolitical risks and the risk of financial distress. There
is a significant positive relationship between foreign exchange rate
fluctuations and the risk of financial distress. The higher the foreign exchange
rate fluctuations, the higher the probability of companies being exposed to the
risk of financial distress. There is also a significant positive relationship
between the interaction between geopolitical risks and foreign exchange rate
fluctuations on the risk of financial distress. The higher the geopolitical risks,
the higher the foreign exchange rate fluctuations and the higher the
probability of companies being exposed to the risk of financial distress. There
is a significant inverse relationship between geopolitical risks and foreign
exchange rate fluctuations on the risk of financial distress under accounting
hedging. There is also a significant inverse relationship between geopolitical
risks and foreign exchange rate fluctuations on the risk of financial distress
under accounting hedging. Based on these results, the study recommended
several recommendations, the most important of which is the need to
accurately apply accounting hedging standards such as (IFRS 9) and to
conduct a periodic and continuous assessment of geopolitical risks and
potential exchange rate fluctuations, to update hedging strategies in line with
changes in these risks. The study also recommended that the Financial
Regulatory Authority and the Stock Exchange emphasize companies'
commitment to accounting standards related to exchange rate fluctuations and
accounting hedging to ensure the accuracy and transparency of financial
reports. The study contributes to the accounting literature by analyzing the
impact of the relationship between geopolitical risks and foreign exchange
rate fluctuations, and measuring the mediating role of accounting hedging in
this relationship, in the Egyptian business environment.

Keywords: Geopolitical Risks, Currency Exchange Rate Fluctuations,
Accounting Hedging, Risk of Financial Distress.
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