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Abstract:

The current study aimed at evaluating financial reporting
standards and their impact on reducing the degree of uncertainty
in credit risk by presenting the identification of financial
reporting standards and their usefulness for credit rating and the
reasons for the degree of uncertainty in credit risks and their
types, and then displaying the extent of the reflection of financial
reporting standards on the degree of uncertainty in credit risk
among Rating agencies, where the study population is
represented by banks listed on the Egyptian Stock Exchange and
available for download on the website of the Egyptian Stock
Exchange, and their number is 14 banks. The time period from
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2018 until this year was the year in which the International
Financial Reporting Standard IFRS 9 was applied to apply
appropriate disclosures about expected credit risks and credit
rating of loans and claims owed to third parties, and these loans
and claims are limited to five main types: credit, personal loans,
real estate loans, total individual loans, total corporate loans, The
study also excluded 4 banks from the total community, and the
main sample of the study became 200 views during the specified
time period (10 banks x 4 years x 5 types of loans), excluding 42
missing data, and excluding 12 views of anomalous and extreme
values. The final sample of the study becomes 146 views.

The study concluded that there is a positive statistically
significant effect of financial reporting standards on reducing the
degree of uncertainty in credit risk using both the standard
entrances of credit rating agencies or the internal rating approach.
The results of the study also showed that there are fundamental
differences between the use of the standard approach and the use
of the internal rating approach to the degree of uncertainty in
credit risk, and the presence of a statistically signification adverse
effect of the quality of financial reporting measures on the
expected credit risk. This is due to its importance in analyzing
and measuring the risks they are exposed to and thus determining
the extent of its impact on their performance due to the
suspension of many One of the decisions made by investors and
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stakeholders is to encourage the flow of local and foreign
investments.

Keywords: financial reporting standards, credit risk, credit
rating, credit rating agencies.
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Std.

Min. Max.  Mean Deviation Skewness  Kurtosis

C_Rating (SM) 0.2 15 0.36 0.18 1.25 1.36
Log C_Rating (IRM) | 2.3979 9.5887 6.844 1.236 0.965 2.226
ECL 1.412 3.618 2.652 0.654 1.416 1.396

FRQ -0.226  0.487 0.126 0.226 -0.227 -2.715

MTB 0.758 2411 1.236 0.536 1111 1.318

LEV -0.087  0.718 0.537 0.216 0.987 1.411

ROA -0.075  0.462 0.312 0.112 1.456 2.136

Log Size 2.315 9.781 6.415 1.315 1.627 1.326
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C_Rating (SM) C_Rating (IRM)
AAA 15 10
AA+ 5 6
AA 2 6
AA- 13 15
A+ 9 4
A 4 5
A- 8 4
BBB+ 12 12
BBB 4 1
BBB- 12 13
BB+ 11 1
BB 3 6
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BB- 9 11
B+ 5 15
B 6 11
B- 6 11
CCC+ 10 3
CCC 10 10
UN 2 2
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C—g:/tli)ng C(—I';T\t/:;g ECL FRQ MTB LEV ROA SLIZi

C_Rating (SM) 1
C_Rating (IRM) | 0.226 1

ECL 0177 0257 1

FRQ 0171 0201 0173 1

MTB 0.372 024 026 0189 1

LEV 0359  -0259 0273 0221 0272 1

ROA 0152 0152 0176 0356 0.266 0264 1

Log Size 0308 0256 0256 0277 0.124 0194 0268 1

@l asas aae (F) dsandl A aall Bl ¥ Clalae (e dald) ol maialy
Bl ) E3lalea 2 ga g Gy ol Cus amill Lpiary g Aliial) & jpatall o 283
bl 253 3V JSLie (e ASie ol i 65 Gl S ag 25 A (e S
sdailaay) (g8l il JLtdl) il -a
;M\Jéﬂ@lﬂbdj‘i\ () sa il dail o

Sl ol elie S s ) A Al o e 3l 13a 8 Ral) Cangs
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Panel (A) Panel (B)
Dependent Variable: Dependent Variable:
C_Rating (SM) C_Rating (IRM)
Coef. t-stat.  P-value | Coef. t-stat.  P-value
Cons. 0.177 0.708 0.075 0.189 0.739 0.072
FRQ -0.686  -2.458 0.023 0.893 3.268 0.011
MTB 0.277 0.714 0.109 0.292 0.797 0.068
LEV 0.136 0.804 0.097 0.102 0.963 0.07
ROA 0.266 0.763 0.086 0.151 0.837 0.067
Log Size -0.549 -2.364 0.031 0.541 2.127 0.026
Year dummies Included Included
N 146 146
F- Value 6.468 5.286
Sig. 0.027 0.039
R2 15.36% 11.42%
VIF (Max) 1.236 1.875

YA Y~YY‘).3‘5$\—@\)}\JA’J\



igagshy dalys s olag¥l shliay w2l ans days gagsng @le laysly agllall sy slasll uggloa gy

sall sdte @l gyaxs [

il & gima ) sl (8) W8 Jsaad) (g (Panel A) Js¥) 2 geal) milis
LS (B =-0.686, T = -2.458 > 2) o} Zua Ml il 53 52 alall FRQ
ity Ul o 0 Gl G A8l O () iy Lew s 5 ) Jant il (i
O SAL il dale (g bl Jaaall alainly i) jlalaas U aae da
aind KU ane da 0 o o bmal) Jaad plasiinly Glai¥) jlalie; 2SH aae s
A Gadia 33 ga 3l ) Of (e U5 Aaual) 8B (& e g Sl 5 e
i) laliey S ade da 835 8 ey hlaall )5 (aléadl W sasi )
) sl slad) s cldUad) 5 (ja g jall

Log Size B sl 4sine (il 48N Ol jpaiall (6 gise o
WBle 35a Glo Jdy lae Dl 5L Jasy ail SAL sl aaally alal)
GV sam ASHAl aas 33 O Gl DBlaal s A8 aaa Gn dnSe
S Hhliay KU axe A ja8al) a8 ey plalaall ¢ )5 aleds)
Dl o sl 210,71 &l 73 saill Ay ppedil) 38 G cpdty @lld e 3500
il 3 gaill AaSlal) i) A sane s Il ) Gupliay Galal) Sl
aladinly lai¥) halae oS axe A jo & Caaladl el e 951 0,77 L
simas F = 6.468 dad o Cus g3 sl &y sine el LS ¢ bl Ja2dl
Z)5Y0 Gl JSUie ol a5 5 aae ) il i LS <Sjg. = 0,027 4y sinall
N Gedil a5 ), YT = VIF Qelaad A ol () Cun o)
U ol JS3 e Al 5all 631 an ) il s £alll (e Ml
Ll Y3 g3 gipb 00 sa g A Al J§Y) Alasl) Gl
Ll ade dapd il Jo L) o B uilial
G sbral Jidd) alaliuls Glelly) dslies
by il

YAY Y~YV‘).)‘5$\—@\‘)MJA:J\



igagshy dalys s olag¥l shliay w2l ans days gagsng @le laysly agllall sy slasll uggloa gy

sall sdte @l gyaxs [

Lsina ) Gl (8) ) Jsaall e (Panel B) Sl o geal) il jai
(B=0.893, T=3.268 o Cus Jall o il Gusliay palall FRQ il
Dp A Galia s AR () ) Las s g 3 L3) Jand Lgdl iy WS 0> 2)
Gl Cayiatll Jane aladiuly Gl hlae sSU axe da jo pasias s Ll
Jaae aladiuly Gl i S aie da 53 s of SAL jpaally 25k
M a5 ey sl Basad da )y elhae) o ading ma i g Jal) (il
da sl G sass Al 8l Gunlie 33 ea 33b O e Ja Aokl 48D1])
o) sl dand) daaiiee cldUaall 5 o g 5all ey lalae 5SUl aae

Log Size B0 uaiall 4y gia cpity A8 ) <l jadll (5 glse e

Bl 2gny Glo Ju las nge 5L Jasg 4l SAL joalls aaally Galdl)

aaa 3 of @l gl Hhlaay S aae da 0y A58 aaa G Aok
Y lalaay oSl axe sy el ) I s25 4S5

el (o gl 90,8 w23 saill 4y pudil 3 AN Cudly ol e 3o
il 3 gaill ASlal) ) priall Ao pana s el o s e 53 g Galald) Jiiusall
dade alaiinly et iy KU axe G o 8 Calall el e %)), 8 A
Gsimas F = 5286 ad O Cus zisall 4sine puail WS JAl) il
)5l Gl JSUie (ol agns pe ) il el LS Sig. = 0.039 4ysindl
N a8 a5 ,AVe = VIF delad A acall () Cam )

Jdead) Il e Al jall SEH Alas ) m dll s Aaldl oSy ¢ il
;&\ﬂ\
Liilas) 412 g3 ash il da g Al pdll JE Jlaay) (a
Ll ade dapd pandi  Jo L) B silial
AR il SR aJalialy Glalil) sblias

YAA Y~YV‘).)‘5$\—@\‘)MJA:J\



igagshy dalys s olag¥l shliay w2l ans days gagsng @le laysly agllall sy slasll uggloa gy

sall sdte @l gyaxs [

sGEl Alaay) (il Al e
Ax 0 O Aop sall @5l Jlia) ) Al pall e e padl 1aa 8 dBalill Cangd
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Paired Differences

95% Confidence

Interval of the
Std. Difference sig.
Std. Error (2-
Mean Deviation Mean Lower | Upper t df | tailed)

Pair  C_Rating (SM) -

1 C_Rating (IRM) 2.4510 0.9860 | 0.0387 | 0.2174 | 0.7407 | 3.924 | 145 | 0.001

ol Jalae G Al Claalia ay sy Gal&l) (V) ad) gl &80 50l

da ) Gnd A el Glaaliall dae o GBS aa g ) Glat) i da o

dasaadl Claliadl axe 5 o bl Jaaall alasinly Glai¥l halaag S axe
) Caviatl) Jaae aladinly ey jlalaay KU aae da jal cans

pae da 0 Jalae AR G Ay s sl 3 dll s el e diud ale sl
e da ) s Jalae GO 4 58 s (2 o Capaill plait) jlalaay astll
Gl A sa (e Shany) dalail) il &t ay (laii) i U
alll (Say g o0 v ) 4 ginae (5 siue die t = 3,924 dad O Cua lagin
- 1 ol (K e Al jall A SanY) a il J o8
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D Ganlie saga 3 Jalas ) Al Al (e e ) 1A b Lald) Caags
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Dependent Variable: ECL
Coef. t-stat. P-value
Cons. 0.209 0.835 0.089
FRQ -0.809 -2.900 0.027
MTB 0.327 0.843 0.129
LEV 0.160 0.949 0.114
ROA -0.314 -2.600 0.048
Log Size 0.148 0.790 0.137
Year dummies Included
N 146
F- Value 5.387
Sig. 0.032
R2 12.47%
VIF (Max) 1.418
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