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.((Shares_out_snadll agu) 220 [ ROA Joual o silall Jaze
i) masar (Bl t € Gy -
Jgsall o) alall) Luupal) cuinil) (ggioeal Ao gina AN 53 LAl 2agh tH2 AN Gajdl)
cdslaal) Jlal) (uly AR Lo (Chatal]

CRN JLEAY asdieal) 7 3galll

COE,; =B, + B; TAX, + FIRM_CONTROLS + git

(s Jssall (Sginally dnga atally plad) (Sgionall dadgial) 5,L2Y))
() Al 2l P (1) slanadl Sglad) Jla) (uf) 2485 :COE i, -
o aladl) opdal) Caial) (gsinal A gina AV 53 Aeldn 500 angd : Hy GOl Ll
slaal) Jlal) oy Aol Ao sl jlaliag (Chuatal) i Jgaball
Gl JLEAY asiial) 7 gall

COE ., = B, + B, TAX; + B, SD_MON_ RET .., + B; TAX; *
SD_MON_ RET,., + FIRM_CONTROLS ,+ it

(Al Jgaal) (g5innally dunga Chuaaially alad) (g5icuall dadgiall 3,LEY))
rdpdl) e il agll Jaladl) /v
(VYY) pod ) cabpall Aie Uil aaadll slanyl) (0) ady Jsaadl Jid)
zodasis (Yoo A=Y 01 4) 55l DA Gjeadl daysll daye 3558 (VY ) add saali
ol il s 8y Al cas (£) By Jsanl
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i) cuiadll il giaal Wy Ll A aaa :(£) Jaa

(chaaliall aa2) s pdal) cuinill iy gieaal Uiy Auapal) L ana

nal) (Sginnall Jsaall (Syinall alal) (ggioaal)
T BTD C_ETR T BTD C_ETR | C_ETR/T_BTD
5aaldie YA+ | 5aaldia YAY | 5aalda YAY | 5aalda YA saalda VY YY

Gloxall Gl ¢ buall Jasgll = o Asban) Guuliall (e Taae Joaall Jada
1 S0 sl e Glldg dduhall Gl pria (e puxie S

il ciatl) b gial g Al Al hagl slaay) :(e) Jga

o ) cuiadl) by giaal U g A jal) Ais

Chuatial) 5 giall Jsal) (5 giasal) alad) (5 gicual)
C_ETR/ Sl
T BTD C ETR T BTD C ETR - -
- - - - T_BTD
SD |[Mean| SD |Mean| SD | Mean | SD | Mean | SD | Mean
h}loo u,.ﬁn ~,n°/\ .,.‘i\ h,ioi h,ivi .,.OV u,h\/\ h,ic\/ i,h/\i IeadSD
MON
~,~\/V .,.‘\/\ ~,~\/\‘ ~,~\/-L .,.V‘\ ~,~\~ .’h\/v .,.‘H h)nv-k .,.‘\i IeadCOE
o8 | e AE | efY | YT L are | xve [ axe | o yag | oy | Lyy. | Current
ETR
~,~\° ~,~2i ~,~YO ~,~YV ~,~~\/ n,h\/\_ n,\~ \; h).Yi n,hn/\ TOtaIBTD
.)oqi O,Q\/'L ')-LYV O,/\./\ ')OVZ 0)qi/\ '}e-khl O,qiﬂ .)W.\ OJAQY SIZE
VAL | FA0 | 08T | OFAA | Yo | 08V | o088 | EVR | VA |+, £YA LEV
.,0\ .,/\\/\/ .,OYD .,‘10‘\ ~,OY'2 ~,/\Y‘i ~,°°\ ~,QY~ ~,°Yq ~,‘\\/\ BM
v, 0 ~,~/\/\ ~,~DY‘ ~,~WY‘ ~,~0i ~,~/\Y n,.D\ n,.‘\i .)nov n,.\/i ROA
VY00 | +,48) | Y0R8 | 4, .0V | ¥YEV | N .0 Y0 | LYY | o¥er]| +,-¥1 | Annual RET
L VY o TN | £,8:Y | VYA | £,4¥4 | .,vio | £,4Y¢ | «,voi | £,A4Y | Shares out

Yory Gl sl

tok La (9) Al Jeaad) (e il

lead SD MON el 36l 2ilsall (g)laaall Cihaidll (Mean)  slual) Jasll .
Glare ihaily 1A, ¢ 3l cupaall Cuiaill alall (i) Ae Pl (slasd) jhlia i)
Jssall gl die PR slind) jhliad leal) Jasgll (mesil Ly v, 00V 5,5(SD)
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Lf)...al\ Jaza PN ?\J;L.u\ Aic .20V pyad L..S)L:\’.A L_Qba.\l_\ ZV,\ 6.31 ‘5_\:1)..43\ ianll
se aladiul die 008 )8 (gHlaa Cilasl V. € il L ((C_ETR) Il el
sl jlalaal bl Jassll oy 5aY) culall e (T_BTD) dawyuall (35,4l Jlea)
Aic +. 0 OA 5)ad L"S)L:\&A &_9\);.11_1 /4.9 ‘5_31 ‘5_\:\)..43\ il Caceatiall LQM\&.\:\L BYEN
die v, 000 5338 (gHlaaa Gihails /9 il Lag o el il upall Jane ydige aladnl
Ayl Godll (laa) yise pladinl

imal) cainill Adneets Clisjleas abill s Al IS (o jen bl o2a el
¢ mpall il Ugibe il jlass asii AN 5800 A jlae laladd) (e 5T (ssiase
e Plaial e agii Silly ooyl il aeill) clojleal) @l 3yl Zaylall Tk
elsas cuparall &yl 5ah) e Ao @lldg (Auyanll aday Al aae Chagy Al oyl
30 o At Jsaall gy o 90 A pall poalad) cle gl (KB clgady (e palaall
a5 sliiall Adlal) dpupal) cule ghaal) (mnids e sale Jaad dadsl Ll WS e silall Calla
Jsa 280 axe Adla 50l a5 (res il clyiall L3 Alle Ay Cile gine o Leady
&5 ey Aampazall Jlalad) sl () 5y el (5355 M 5 Adid) duwpeal) cile sadl)
IS sland) lalas sal)
alall (sl L (Pla lead COE @lslaal Jll fy 2S5 Janal  plisal) o) .
Jandl de\‘hu)l\ oAl Laiy ¢ o0 VT 5 8 L”g‘)l:iM ub;.ab 74.¢ 84‘54:1}4]\ sl
Gahails 79.) () opal) iaill sl g5 wall e LA @lglaall Jlall (uly 24
&_Qba.ﬂ_i AR é.\ La.g.i ‘GJIAJ\ &a.d\ 2\_\3)@\ Jaza J.J:jn e\d;lm\ dic «L, e VY g).ﬁ (_..SJI:\M
Ll aly AV culal) e Ayl 3oal Jlea) jdse aladin) die e 0V 508 (ghlaa
IV el Criaill Coatdl) (sl Aie DA Slad) Jll (uly 285 Janal Sloal)
ZAA 3l La o I ladl) dupall Jaee jd5e aladiul vie v o VY o) (g)lhee Cilasly
.:\:\.1:1)4.4“ éj)ﬁj\ ‘_ALAAE _).J:j.o e\.la:u.n\ dDie .0 VY U.ﬁ L.'SJI:\M ub;_ah
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Cilysds (e Al Slasleall el e man Ll s cagihliiu) e aglhadl aslall Jaf
Byai (g painall Hhaty Llaall (8 A juial) e dpadill clidail) dlia aalasd o5 ey danpi
DMVl ClSal b Al Leig yimy Can ooyl caiaill A paall Cilijlaall dpzaly e
Opiinall e i cilygaai (e UNder investment Jal (<s o jall Cuail) ddaiif
Al sl o el i) (myad () 650 (M) ) ¢(pdsial) oyl ()
ol oo oa dsaty Ml ¢ anpall cuiaill daial e Aaslill L puall <y 1l Adasiyall
S (Sadll e OIS Dila] il (K8 (8 dappeal) llallll ) IS4
G5 e e 38l 4)) C ETR sl el Gyeall Janad loal) Lol .
038 (gHlma ihaily VY &l ol uiaill alall (gl e A (o paal) cainil
Jssal) (gl Lie DA el dadl) dupeall Jaead sloall Jassgll gl Lty cv) 0
dupdall Jase jd5e aladiud die v 0 Y0 )3 (Glaea ibasl YA ) Lol caaall
Gl (Jlea) s aladiul die v 0 ¥E 0)38 (Hlama Calail 2TV &l Lain ¢ ol adl)
iie DA Jall el dupeal) Jaead bl Tl a1l 52V culall e Ayl
e aladind die c oY )28 (ghlaee il ZYLY pupall il Caatill (geiaal)
Hde aladil die L0 TR 0)8 (gHlae Calail ZALE aly Laiy s ladll 3l Jaas
Aappall 3odl Jaa)

Al Sl (sl 5k I el edll duyal) Jaee 52l gl sda gl
Aaain Dlplaas a5 (Al QGG 45)lke oapadall caiadll A gk Slulens aldll e
Dbl Zawyall Gl oy S Al S A Y 55 e gas ¢yl ol
Glasjlaall dabia @lSHall dawilly maa (uSally cgaal updall cadll (ggiuwe (aliadls
s ypal) inill Al
4)) Total BTD  Jsa¥) laa) ) Gospuial) 35l Man] Jaeal loall Jasssl .
Fooh iy oyl sl alal) (ggiual) de DA ((apmal) inill (s5ise pe Byh Al
DA sl 3a,dll Alea] dandd (ploall Jasll ol Laty 000 V2 0028 (ghlana ibasly
e aladiul die v 0p08 (glaea Gyl 7 E— pnpeal) il Jsskall (griaall die
il die vV oapd glume Cibaily 70 A= Al Lay o Ilall il Aupiall Jaee
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Aol (Jlea] Janal Slusdl baudll aly HaV) culall e dppall Godll Jlea) b5
Y0 o8 (giluea Calaily ZY.Y Lupaall Cuiaill Choaill) (ggiael e PDUA duwyal)
Con 10 )38 (ghluaa Cilasl L€ il Laiw o Al adl) dupall Jane e aladiud vie
Aappall 3ol Jlaa) jdse alaiiu) xe

e ) Gl (gal S IS Rappal) 3ol s palianl wilil) oda el
iaill Aduate Gljloar agli Al QISEIL A5)lhe peall uiaill A gabe iliyleas Ll
oaliasls Adalall dpp il (anaad) slasy @IS0 @l aBall ) s Le s ¢ oapazall
Anenial) il jlaal) Lialia i€l Al sia uSally bl oyuzall Caiatl) (g5
s pall sl
D Aal) Cilpaiial daxial) Sl YY) 4 sdaa LV /Y

el Ga A aaail aadid Lo Yl Adsias of ) (Brooks.2008) Ll
c9A) Lali e pand) Lemays Al i) Gy aali Ge Raslill Caially A
(Osm b)) Jabee aladinl 5 ) 235l lbaay ) clpriall g Bala)Y) sladys
O ol By dsa ) (V) Al el Cum (V= OV F) c Bl Jalase adf # )
Jae sl o olu Bl 3 () (V7) el e Law bl dae Gppaial
coaghs cuial G Al Al dsag ae ) el (gheal) loyV) delee Wl
Al Aiall cilyariall o Il V) b gons (1) &8y Jsaal)
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sladall jhlaa o Ll cuiadl) goica il A
daylil) g Aliiecal) < piial) Gy Jali V) 48 giuaa 1(1) Jo2>

Variables 1) (2 3) (4) (%) (6) (7) (8) 9) (10) (11) (12)
(1) lead_SD_MON 1.000
(2) lead_COE1 0256 1.000
(0.000)*
(3) CurrentETR1 0114 0100  1.000
(0.000)*  (0.001)*
*% **
(4) TotalBTD1 0082 0019  -0643  1.000
0 oy 0D
(5) SIZE 0167 0016 0092 0055  1.000
* *
(0.000y* g 5g7)  (0092)" 4 ggay
(6) LEV 0069 0025 0156  -0100 0352  1.000
Q021 o400 (000" (0.00)% (0000
(7) BM 0082 0044  -0064  -0002 -0.010 -0159  1.000
* * *
(0.006)* 5137y ©@OD"  (gga0) (0730) (0000
(8) ROA 0007 0263 0062 0096  -0.005 -0236  -0449  1.000
0.000)* (0.039)* (0.001) 0.000)*  (0.000)
(0.803) ( **) ( *) ( **) (0.872) ( **) ( **)
(9) Annual_RET 0060 0076 0063  -0001 0047 0057  -0302 0182  1.000
(0.043y* (QO0LD)*  (0033)" g8y (0114) (0058 (000" (0.000)
(10) Shares_out 002  -0124  -0007 0062 0656 0085  -013 0038 0019  1.000
* * * * *
0508 (000" g1 (0038)7 (0.000)* (0.004yF (0.000)* 450y (0521
(11) lead_sd_ETR 0649 0257 0537  -0354 0059 0071  -0112 0063 0096  -0.008  1.000
(000" (0.000)" (0.000) (0.000)* Q047 (GOLT*  (0.000) (0034 (0.00)% (oo
(12) lead_sd_BTD 0230 0060 -0532 0850 0016  -0.111  -0.008 0060  -0006 0044  -0.318  1.000
(0.000)* (0.043)% (0.000)* (0.000)* (0.598) (0.000)* (0.780) (0.045)* (0.834)  (0.145)  (0.000)*
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*% ** *%

*

*%

Probability is in parentheses below correlation coefficients
*** Significant at the 1% level.

** Significant at the 5% level.

* Significant at the 10% level.
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O JS g (e IS) Lipla Wala) Jaiii (Apeedl) pgnd) lsal (glonall Ciad¥) Pl
Lo o710 (gima die agudld Aysind) Nlgal) /) Aigins (Gima Yo Ayl Gyl Maa)
it Lo st eJsa¥) o Dbl Jane pe (sime ) Lyl Wl sliaall jhalse haagp
s KA sladl & ey appall Bl Jea) ) v slasd) hlis by )
hall f dikhial) Loplal) A8 ) Al jail WS oupal)l cuinill Chuial) (ggial)
(UsaY) o ilall [ agd) ile Lals daiays) ale J<a Silals

Jue 0o OS ao (i S8 e Wbyl slasddl Sllae dasj Q) b
Gsiue e lldy Adgnd) edll Apaall Aedll Ao alisdl aas el adll du )
o) buSe Wals)y) sland) jhlae lagp ey /0 (gsiue die AWl Zadl)l (/) &ygine
oalias) s sland) halie saby ) bl il s padll Lol agul) sae aae (Ssins
Coiaill Gl (gginall sad Liad lS5al oladl B e o Jad) edll Lupall Jae
Ajlae 5l @l ol sland) lalie galias) ) Lad sl 5l LS oyl
QB pandlly aaliall o ajall 3l GISHE Foad K5 L gy Gprall @lSEL
A s ol Bapn 5l GHA) ps qils ) Abudl Sl LSl IS8 gy
gl ath LS ol (<0 Legalsh A halaal) 5l o Jaally cadan Ll Lee sund
ASLal) (3saal A8 gud) Aol L giaall Aadll ds 5ab) e slind) Hlalae (mbias) ) Lead
Lo sty bl Zadlll dusi 50L) die L jlalad) (aids LS csliial 2o (puad 2 e
slasall hlae (miss o dory Jia¥) Jsaill S Las) of A e i

Sslaall Sl Lul) 48 ey Aliieal) ol paniall s A8a) daiiny 3lay Lasd Ll
e US e (sine IS Lyl Wl dasis dlphaall Jlall (uly A4S of el ¢l S
Loyl Jaee cagndld Lgindl aflsal) (Jpa¥) o 3ilall Jaee ¢ Il el Ly pal) Jaes
Gawpaall (3o pdl) laa] /) Aagine (g5inna die @llyy sltial) Hhlie Lange Jal Aadll
Ll bl @lsleall JUall (ol 3415 dasi s Laias o0 (ggima vie sLaiall jlalia Lasye
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el A AL Aadhl) Ll aaa anpenl) (Bl Jlaa] (e S aa (5ine i)
A8 gl Al 4, pdall

il Azl Jase (re JS 5005 e sladd) Jlall uly 2815 50L) ) bl s
s Sl olat) a8 ey bl jhlae Lasje sl el Gyl Janes ¢ Jlal
Claylaall Gopaiivall Al e 5ylaill 4S5 La s ¢l uiaill Joiall (ggisall
Cuinll datal b Ll IS, Al oL8 At Leis piing Casa i pall Caiaill A giadl
il i) i) Ciladgy iyl (e UNder investment Ja (Kay )
sl Adaiyall Aaail) caliasll g Ll peiwall Gyl (A 5258 G0 ¥ ¢(adsiall
A DG ALl e sra Jyat Ml ¢l Cuinall A sl (e Aaslill Lyl
Nt Sad) (e IS Lilia] il (K8 8 Al el

Gl el cre S 3005 vie dslaal) JLall (ol 3l 30l ) Lol il i
il sa3 AN sl 5 pay slasall jlalies lanye Gasnpal) Bl laals cdaspual
Aaandll Sliplaalls Adasipall jlhalaall Holas (A sl Le sa ¢ oupadall il Cousntil)
Ll Gy 3alss e b 5l ils ade 0 Lae cddie 4ailill adsell ujyaall Casall
ae g (Grine I LuSe Uala)) dlplaal) Jlal (ufy 2485 Jasys Jleall 6 sl
TN Ssiae die Byuadll Lalal) agu)
Bl ol Joill OSa ) lpmnyg Aiiaal) Cibpuriall cp AR Aaity Gl Lads
iagie sl 3yia Jaliy¥) Agiias 8 A wal) Choriall LS (p 2asial) oladl Ll Y|
IS o @llag Lujis 7A0 b ghadl ouline Gpie o bl Aag el of iy s
FREY L lana) Hhlae dasall dunaall Gyoal) Jeals dunaall @il Jeal 0
Oe IS O 2869 Ll Aanpall Gopdll lealy sl Cedll Lyl Jans e IS 0
Loyl clag e re Lo IS5 cdga) e ilall Jaeag 48 puall Gl Ao yidal) Zasdl] dussd
A<as bl ) (Hair et al.2006) e JS Hlal coa bl 23l @iy e 55 Y
Lo sas 29+ e ST aliiedl cilpsid) (o Bl V) dayn (068 Ladie dastidl  Jadl) dalsi,Y)
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Gl ol pariall o gl 5 pusdal) Algisall
DAl (g @ lad) LAY
t JY) Gapdll LA LY AV

rall Cuiatl) gl Augine AV 53 EG aagd " 1 ealiay Jo¥) (il HLaaY
zasaill ) a8y zasaill (a) lasd rilas A aal jlasi) shal & Csliad) hlae e
zasalll ¢ cupall Cuanill AN bl e Sise e Gladgel JS jamd dam (T )
(£6¥) Oladsad) (Ll Jo¥) Gaydll) eyl cuiaall alall (gsiasall e (s (Ye)
S (160) gladsaill o eenpdl) Js¥) aill) ol Cuiaill Jyial) gsial) e (el
@ (V) oD dsaadl st (ool (SO Gadll) (oanpeiall tiatll sl (ginsal) e
tgpraall Gilasyall Ayl aladinly (lead_SD_MON) J5¥) (il &) z 3laill jlass)
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pladall Jhalia o pal) cuiail) (Ggina s Ay

& Aual) Clay yal) 48 4h aladiady (lead SD MON) Js¥) ol i) zaladl) jlasd) gl : (V) s

e alall (g gioal) Jssiall o sicaall Chaatal] (5 gl
sl ; : :
sl pdy ") (M) ™) (*) (®) Q)
sl £ o C ETR T BTD C ETR C ETR T BTD T BTD C ETR C ETR T BTD T BTD
OLS OLS OLS FGLS OLS FGLS OLS FGLS OLS FGLS
VARIABLES | lead SD M | lead SD_ | lead SD_ | lead SD_ | lead SD_ | lead SD | lead SD_ | lead SD_ | lead SD M | lead SD
ON MON MON MON MON MON MON MON ON MON
CurrentETR1 | -0.0540*** -0.528*** | -0.528*** 0.232** 0.232**
(0.0167) (0.140) (0.138) (0.113) (0.112)
TotalBTD1 0.215*** -0.971** -0.971** 0.543** 0.543**
(0.0684) (0.463) (0.456) (0.229) (0.225)
SIZE -0.0235*** | -0.0251*** 0.0260%%* | 0.0260%** | 0.0241%** | 0.0241*** -0.0143* -0.0143* -0.0220*** 0.0220%**
(0.00409) (0.00409) § (0.00811) | (0.00800) | (0.00781) | (0.00770) | (0.00811) | (0.00800) (0.00843) (0.00831)
LEV 0.0005 -0.00129 0.0318 0.0318 0.0149 0.0149 -0.0471** | -0.0471** -0.0343* -0.0343*
(0.0101) (0.0101) (0.0211) (0.0208) (0.0213) (0.0210) (0.0201) (0.0198) (0.0201) (0.0198)
BM -0.00755* | -0.00774** ]| -0.00187 -0.00187 0.00156 0.00156 -0.00570 -0.00570 -0.00778 -0.00778
(0.00391) (0.00391) § (0.00789) | (0.00777) | (0.00808) | (0.00796) | (0.00788) | (0.00777) (0.00806) (0.00795)
ROA -0.0381 -0.0557 -0.0291 -0.0291 0.0541 0.0541 -0.111 -0.111 -0.221*** -0.221***
(0.0377) (0.0377) (0.0814) (0.0802) (0.0783) (0.0772) (0.0770) (0.0759) (0.0764) (0.0753)
Annual_ RET 0.00995** 0.00951* 0.0147 0.0147 0.00694 0.00694 0.000326 | 0.000326 0.00423 0.00423
(0.00501) (0.00500) (0.0101) (0.00992) | (0.00948) | (0.00934) (0.0101) (0.00992) (0.00962) (0.00948)
Shares_out 0.0101*** | 0.0106*** | 0.00567 0.00567 0.0123** | 0.0123** 0.00800 0.00800 0.0125* 0.0125*
(0.00306) (0.00305) § (0.00567) | (0.00559) | (0.00535) | (0.00528) | (0.00700) | (0.00690) (0.00656) (0.00646)
Constant 0.192*** 0.190*** | 0.335*** | 0.335*** | (.125*** | (0.125*** | 0.161*** | 0.161*** 0.174%*** 0.174%***
(0.0171) (0.0170) (0.0620) (0.0611) (0.0384) (0.0379) (0.0335) (0.0330) (0.0352) (0.0347)
Observations 1,123 1,123 280 280 281 281 281 281 280 280
R-squared 0.059 0.059 0.095 0.066 0.058 0.097
Standard errors in parentheses
faleie p<0.01, *k p<0.05, * p<0.1
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(¥) zasall 4,07 ((Y)e()) Cmdyaill (e AT 70,9 R ppaaill Jelrs A of ) La
O ) aid bl siag (1) zasaill 4.Y7 (0) zasaill 0. AT ((£) zasmaill 7.7
(V) crmdsatll e SIS Al % 0.9 s s Lglene A i Aliiasall <l il
«(0) sl Bl 0. AT () Zasmaill il 17 (V) zasmaill sl 74,0 ((Y)
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sladall jhlaa o Ll cuiadl) (goima il Ao
5 sal) Slay yal) 48y jh aladidy (lead COE) (A (i bl Aiud) g dlail) jland) guilii ; (M) Jgaa

““jjj‘““‘" alall 5 gicual Jshall (g gusall ciatal) g ghesall
glsad ) ) (8) (9) (10) (11) (12)
gl g 4 C ETR C ETR T BTD T BTD C ETR C ETR T BTD TBTD | CETR | CETR  T.BTD | T_BTD
OLS FGLS OLS FGLS OLS FGLS OLS FGLS OoLS FGLS OLS FGLS
VARIABLE
S lead_COE | lead COE | lead COE | lead_COE |} lead COE | lead_COE | lead COE | lead COE | lead_COE | lead_COE | lead_COE | lead_COE
CurrentETR | 0.0439** 0.0439** -0.337** -0.337** 0.270** 0.270**
(0.0213) | (0.0212) (0.169) (0.167) (0.135) | (0.133)
TotalBTD1 0.00420 0.00420 -1.173** -1.173** 0.630** | 0.630**
(0.0874) | (0.0871) (0.587) (0.579) (0.317) | (0.312)
SIZE 0.00972* | 0.00972* | 0.0104** | 0.0104** 0.0175* 0.0175* 0.0163 0.0163* ] 0.000702 | 0.000702 | -0.00855 | -0.00855
(0.00522) | (0.00520) | (0.00523) | (0.00521) | (0.00978) | (0.00964) | (0.00992) | (0.00977) [ (0.00966) | (0.00952) | (0.0117) | (0.0115)
LEV 0.0503*** | 0.0503*** | 0.0537*** | 0.0537*** | 0.0839*** | 0.0839*** | 0.116*** 0.116*** 0.0317 0.0317 0.0712** 0.0732**
(0.0129) (0.0129) (0.0129) (0.0128) (0.0255) (0.0251) (0.0271) (0.0267) | (0.0240) | (0.0236) @ (0.0278) | (0.0274)
BM 0.0350*** | 0.0350*** | 0.0350*** | 0.0350*** | 0.0352*** | 0.0352*** | 0.0424*** | 0.0424*** 0.03:18** 0.0338** 0.04?6** 0.0456**
(0.00499) | (0.00497) | (0.00500) | (0.00498) { (0.00951) | (0.00937) | (0.0103) (0.0101) |f (0.00938) | (0.00925) @ (0.0112) | (0.0110)
ROA 0.564*** 0.564*** 0.572*%** 0.572*** 0.718*** 0.718*** 0.714*** 0.714*** | 0.506*** | 0.506*** | 0.403*** | 0.403***
(0.0482) (0.0480) (0.0482) (0.0480) (0.0982) (0.0968) (0.0994) (0.0979) | (0.0917) | (0.0904) | (0.106) (0.104)
Annual RET 0.0144** 0.0144** 0.0149** 0.0149** 0.0248** 0.0248** 0.0217* 0.0217* - - 0.0146 0.0146
- 0.000763 | 0.000763
(0.00639) | (0.00637) | (0.00640) | (0.00637) | (0.0121) | (0.0120) | (0.0120) | (0.0119) [ (0.0120) | (0.0118) | (0.0133) | (0.0132)
Shares out - - - - - - - - 0.00462 0.00462 | -0.00127 | -0.00127
- 0.0170*** | 0.0170*** | 0.0175*** | 0.0175*** | 0.0327*** | 0.0327*** | 0.0361*** | 0.0361***
(0.00390) | (0.00389) | (0.00390) | (0.00389) | (0.00683) | (0.00674) | (0.00680) | (0.00670) § (0.00833) | (0.00821) | (0.00909) | (0.00896)
Constant 0.0153 0.0153 0.0191 0.0191 0.122 0.122* 0.0103 0.0103 -0.0346 -0.0346 0.0201 0.0201
(0.0218) | (0.0217) | (0.0218) | (0.0217) | (0.0747) | (0.0736) | (0.0488) | (0.0481) | (0.0399) | (0.0393) | (0.0489) | (0.0482)
Observations 1,123 1,123 1,123 1,123 280 280 281 281 281 281 280 280
R-squared 0.151 0.147 0.287 0.300 0.135 0.107
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sladall jhlaa o Ll cuiadl) (goima il Ao
(s Sual) ilag yal) 48y sk alaiindy (lead_COE) Gl G dll &) g dlaill jlaad) gl 1 (3) Jsas

“‘:‘ﬂjj‘“ ) g gl Jsshall s ghuall Coatdl) s gineal
gloall pby (13) (14) (15) (16) (17) (18)
sl g g C_ETR C_ETR T _BTD T _BTD C_ETR C_ETR T _BTD T_BTD C_ETR C_ETR T _BTD T _BTD

OLS FGLS oLS FGLS oLS FGLS OoLS FGLS OoLS FGLS OLS FGLS
VARIABLES [ |ead CO | lead COE | lead COE | lead COE | lead COE | lead COE | lead COE | lead_COE | lead CO | lead_ CO | lead CO | lead CO
E1 1 1 1 1 1 1 1 E1 E1 E1 E1l
lead sd_ETR | 1.463+* 1.463%** 1.703%** 1.703%** 3.963** | 3.963%*
(0.156) (0.155) (0.233) (0.229) (1.126) (1.110)
lead_sd_BTD 1.819* 1.819* -22.07% | -22.07** 8.610%* | 8.610***
(0.821) (0.818) (3.169) (3.124) (1.505) (1.484)
SIZE 0.0154* | 0.0154* 0.0100* 0.0100* 0.0308** | 0.0308*** | 0.0302*** | 0.0302** | -0.0005 -0.0005 | 0.00146 | 0.00146
(0.00505) | (0.00504) | (0.00521) | (0.00519) [ (0.00917) | (0.00904) | (0.00944) | (0.00930) f (0.00940) | (0.00926) | (0.0113) | (0.0111)
LEV 0.0416** | 0.0416** | 0.0566*** | 0.0566*** | 0.0686*** | 0.0686*** | 0.101** 0.101%** 0.0353 0.0353 | 0.0880*** | 0.0880***
(0.0124) (0.0124) (0.0129) (0.0128) (0.0235) (0.0232) (0.0252) (0.0249) | (0.0236) | (0.0233) | (0.0265) | (0.0262)
BM 0.0363** | 0.0363** | 0.0352*** | 0.0352** | 0.0377** | 0.0377** | 0.0387** | 0.0387*** [ 0.0333** | 0.0333*** | 0.0494*** | 0.0494***
(0.00481) | (0.00479) | (0.00498) | (0.00497) | (0.00869) | (0.00856) | (0.00948) | (0.00934) J (0.00926) | (0.00913) | (0.0107) | (0.0105)
ROA 0.551%** 0.551%*+ 0.570%** 0.570%** 0.764%*+ 0.764%** 0.669*** 0.669** [ 0.524** | 0.524*=* | 0.459** | 0.459%*
(0.0464) (0.0462) (0.0480) (0.0478) (0.0878) (0.0866) (0.0923) (0.0910) | (0.0905) | (0.0892) | (0.0981) | (0.0966)
Annual_RET | 0.0108* 0.0108* 0.0150** 0.0150** 0.0182 0.0182* 0.0165 0.0165 -0.00172 | -0.00172 | 0.0135 0.0135
(0.00617) | (0.00615) | (0.00638) | (0.00636) (0.0112) (0.0111) (0.0112) (0.0110) | (0.0118) | (0.0116) | (0.0127) | (0.0125)
Shares_out [ -0.0194** | -0.0194** | -0.0176** | -0.0176** | -0.0336** | -0.0336*** | -0.0440** | -0.0440** | 0.00385 | 0.00385 | -0.00685 | -0.00685
(0.00376) | (0.00375) | (0.00390) | (0.00388) | (0.00616) | (0.00607) | (0.00641) | (0.00632) [ (0.00818) | (0.00806) | (0.00871) | (0.00859)
Constant -0.0150 -0.0150 0.0192 0.0192 -0.0796* -0.0796* -0.0288 -0.0288 -0.0300 -0.0300 -0.0304 | -0.0304
(0.0212) (0.0212) (0.0217) (0.0216) (0.0436) (0.0429) (0.0445) (0.0439) | (0.0391) | (0.0386) | (0.0466) | (0.0460)
Observations 1,123 1,123 1,123 1,123 280 280 281 281 281 281 280 280
R-squared 0.210 0.151 0.396 0.397 0.160 0.192
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Abstract

This research aims to study the impact of interaction between different
levels of tax avoidance and firm risk on the cost of equity. An empirical
study was conducted on a sample of (1123) observations that covers (120)
company listed in Egyptian stock market during the period (2009-2019). To
achieve this aim, Author used Current effective tax rate (Current ETR),
Total book tax differences (TBTD) to measure the level of tax avoidance,
but Author used model that develop by (Omran and Pointon.2004) to
measure the cost of equity.

The results showed the existence of a significant positive interaction
impact for Total, Effective, Aggressive level of tax avoidance and firm risk
on the cost of equity. The results also showed the existence of a significant
negative interaction impact for Effective level of tax avoidance and firm
risk (measured by TBTD only) on the cost of equity.

These results indicate that an increase in the level of tax avoidance
activities, especially (aggressive tax avoidance), leads to companies
bearing tax risks in addition to their exposure to other non-tax risks such
as reputational and agency risks and others, which leads to a greater
increase in the risks associated with tax avoidance compared to the returns
The resulting tax savings, and thus increase the uncertainty about the cash
flows of the firm and thus increase the cost of equity.

728
Yoy GJA sl Ay Autlal) ciladyal) Aaa



mailto:sayed_mohsen_morsy@foc.cu.edu.eg

sladall Jhalia o updal) cuinil) (Ggina ilE Ay Ol (s da

The results also indicate the possibility of enterprises exploiting tax
savings for some effective or less risky tax avoidance activities, and then it
Is expected to increase the returns of the effective level of tax avoidance
more than the risks associated with it, which leads to a reduction in the
cost of equity.

Keywords:

Levels of Tax Avoidance, Firm Risk, cost of equity.
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