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study and investigate the relationship between Readability
of Annual Financial Reports and the cost of capital in non-
financial companies Listed in the Egyptian Stock Exchange.
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Abstract

The primary objective of this research is to study and investigate the
relationship between Readability of Annual Financial Reports and the cost of
capital. to achieve the aim of the research an empirical study was conducted
on a sample of non-financial firms Listed in the Egyptian Stock Exchange
between 2016 and 2019. the empirical study shows that an significant effect
of the Readability of Annual Financial Reports on the cost of capital.
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e L uld Lo aal bl
Loughran & McDonald (2014)
Ald Syl Jlail) a5 2Y)
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WACC = Weight of Equity *
Cost of Equity + Weight of Debt
* Cost of Debt * (1 — Tax Rate)
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Al clelaly cgdl —V—o—¢—1
bl aladial Pla e Ezat (2019) dsgie o Tl Lgadaill )il elya) o3
oo ellig ¢ O Rl Al Aliead) IS0 dadiall claliayly (ALl S5l 5060 Loledl
ailgalls 5310 Aledll Llall Jubas ehals Gaalall alig LK V9 aag Y00 T A (e 55l
iy a3 LS Auhll clyaiie (uld o3 LS eyl die cl€)al dadiall cilaliadyls (i)
Ll Syl I el sgine Jilad Jee Ayl cleha) cilady . ) Gulall Joans
Craatl) alasiad Taaly L Lgelgil Cadlal e cliid) ad el oz latals Lahall 5% e

dndagll Clelasy) —Y—0—¢—"
(H1) Gl (3 dalall Ayl @l il dadeagll cilebian) (Y1) Jgas s

d))al) cpiian daldl) Ludiagll clelasy) (Y- Jgas

dal) Min Max Mean Std.Dev
WACC .00 66.68 9172 5.51843
Read 2.00 3.00 2.0700 .25557
Size .00 10.88 8.6282 1.37247
lev .00 7.36 .5556 .76189
Oowc 8.50 100.00 | 60.8204 17.59044
Big .00 1.00 6421 48017
Year .00 1.00 7233 44810
Loss .00 1.00 1745 .38017
age 1.00 53.00 26.0967 11.21904

(100.00) ) (8-50)cre zohyws (OWC)aad o) (Y=1) ady cibadl Joand) o Laadly

(1.00) e s (age)ias cuilS L. (17.59044) 5uS)) (glumall CalaiVl aa ilay Ly
o zslE (WACC)aed i€ Liadly .(11.21904) a1 (glenall Cilai¥) (185(53.00) Y
zo (Size)iad o LaS .(5.51843) 4 (gluaall iy sl LSy (66.68) ) (+)

Craadin) LS alall Lgidl ol e Talae) selll AL Guld b alad (<28 2oLl clubal) e e85~ ()
A5l ol Jdasg il Jla jaims ey o)lsiels SlY) alae i Jie Lealall Loyl Sl (mes luhall e )
Lgud ppal Jde Jal éad) €509, (LI, 2008 5 Lehavy et al., 20115L0 et al., 2017)adsially Mally @bl
Ayead) daysll (8 dayaall Dpend) SN Belal) AL (ghinn auil (S50
Olaglaall i3] Halie pdse IS e d3gal) @USa) 400601 L31530) Lo Jyaaaldl o3 = ()
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zobs (lev)iad culS Laads (1.37247) 4 (gleall Gy 1S5 (10.88) I (-00) s
dad el o (ol CulS L (-76189) A (Hluad) CalaN) (IS5 (7.36) I (+) o
case 9 LS Snall djlnall agilihail po i Lo sag ¢ piea il U dad sy
clad) Jgaall

daadl) Gfpuitia c dalid YY) A gdas —¥—0—¢—"

Ll il ae Jaial) paaially all sl (e bliyY) EBlbaa (Y1) g (aym

Gaal) Cfyria G BlY) clalaa (¥ -1 Jgaa

Correlations
WACC Read Size Lev Owe Big year Loss Age
WACC  Pearson Correlation 1 AT 027 144 -.007- 047 -.058- 059 -.016-
Sig. (2-tailed) .002 636 013 807 418 N7 3 782
N 300 300 300 300 300 299 300 298 300
Read  Pearson Correlation AT7 1 123 028 070 .205 -122- -.057- -.00%-
Sig. (2-tailed) 002 033 827 227 .000 034 323 872
N 300 300 300 300 300 299 300 298 300
Size Pearson Correlation 027 123 1 109 183 440 -.043- -174- 087
Sig. (2-tailed) 636 033 060 .001 .000 462 .003 .093
N 300 300 300 300 300 299 300 298 300
Lev Pearson Correlation 44 028 109 1 039 27 -.148- 29 -.014-
Sig. (2-tailed) 013 627 060 506 .000 010 .000 811
N 300 300 300 300 300 299 300 2938 300
Owe Pearson Correlation -.007- 070 193 039 1 310 222 080 054
Sig. (2-tailed) 807 227 001 506 .000 000 306 355
N 300 300 300 300 300 298 300 293 300
Big Pearson Correlation 047 205 440 17 310 1 -.228- -.047- -118-
Sig. (2-tailed) 418 .000 noo 000 .000 000 .095 038
N 299 299 299 299 299 299 299 297 2099
year Pearson Correlation -.058- -122- -043- -148- 222 -229- 1 003 - 166-
Sig. (2-tailed) T 034 462 010 .000 .000 963 .004
N 300 300 300 300 300 299 300 2938 300
Loss Pearson Correlation 059 -057- -174- 291 080 -.097- 003 1 006
Sig. (2-tailed) i 323 003 000 306 095 863 912
N 208 298 2098 208 298 297 298 298 208
Age Pearson Correlation - 016- -.008- 097 -014- 054 -118- -.166- 006 1
Sig. (2-tailed) 782 B72 093 AN 355 038 004 812
N 300 300 300 300 300 299 300 298 300

** Correlation is significant atthe 0.01 level (2-tailed).
* Correlation is significant atthe 0.05 level (2-tailed).
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p S stV 2 3ga e slaeY) o edyyad)
WACC it = 0 + p1lReadit + eit 1)
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Cta Al Ll 23S oyl Tawgiall i :WACC it

Ll b i ASaN el LW sl LA s :Readit
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e Beall AL 231081 AE oyands L Gty AR ool 2aa3 ) lastV) cilabes :B1
Al Jsal) 24l & oyl

- Slydall Uadl) :eit

Alany) Julail) cfgal —1—¢ -1

Dl Jodas aadiad Tagasdg glaai¥) Julas Galll aladiul cGaadll g yé HLasY
2aaiall Jadll plasiVlg ¢ sl Js¥l syl laaY Linear Regression aw) sl
Glaleas il ¢ gHaY) eDllaill (aheY gyl Las¥multiple Linear Regression
ANOVA il Jlas cllaSy ¢ (18 e La S5 s g imyd I calal) aaiy) z3las
plaaial sV Julas ehyal a3y (Yoo Fo i) F-Test alasials #3gaill digine lady
.(\'Y) ?EJ J\M}“ SPSS C.ALD.\

Jdom@ ALy adal) (b (ad) sy ¢ %0 disins (s ie g dll HLil o5 ad,

Oa O3 Al clyarially ¢ z3saill (P-Value) L) dadll culS 13 ¢ Jaad) pa)dl

P— Zdlaa¥) dadll cul€ 1Y) ¢ o) Qi) (b Ml asall G Job ol Lak - %0
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oagall Jlas) CJL"H -V—¢-1
P LS Canll (g b Lia) Canall (e diiad) 028 Jlim
(H1) Gall g5 Gapdl) JLad) dags -V —v—¢—1
Liaslly Basal) iyl 3 Jogal) 265 e selyall A0l sl A6 56 s lasy
LS HO axe (ayiS Lilas) Gaadll J¥1 Giapdl) d2liam o3 eyl 553 lae e cdspadll

e
Baiall CASAl) (b Jmpall) AR o elll ALl aflsl ALE dAaye 135 Y :HO
- Aupaal) Ly gl

(1) e§J )\A;.N\ CA}A.} (.\\Jilw\ (.\3 uq)d\ A JL\B&YJ
WACC it = 0 + B1Readit + eit

ualall s(\) (=§J CJ}A.\H Olaaay) Jalan C:at\.\ c('l—'l)c(c—'l) c(f—'k) (.\§J Jglasl) )
(H1) Gl Jae 80al) L3,

Model Summary :¢-1 Jsa

Model R R Adjusted R | Std. Error of
Square Square the Estimate
1 778 .031 .028 5.44029

a. Predictors: (Constant), Read

ANOVA? :6-1 Jsaa

Model Sum of df Mean F Sig.
Squares Square
Regression 285.628 1 285.628 9.651 .002°
1 Residual 8819.835 298 29.597
Total 9105.463 299

a. Dependent Variable: WACC
b. Predictors: (Constant), Read

Coefficients® :1-1 Jgaa

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
1 (Constant) -6.999- 2.568 -2.7126- .007
Read 3.824 1.231 A77 3.107 .002

a. Dependent Variable: WACC
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Lyl By28al) gy Ay (A R?) sl Jalae e of (£-7)a8) Jgall (ga eay
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(Boubakri & Mishra, 2017 ; cluhall pan 4u) clagi La g daiil) oda (3455

alia% et <Ertugrul et al.,2017;Garel et al.,2019;Athanasakou et al.,2020;)
.(Kamel & Shahwan, 2014 ; Ezat, 2019) 4wl 43) clagi L za

ol LGS Jadhyg okl SN ppans o () gas dsaill s3a o dald) iy
Claial il e cagilly selyal) Algang daalgy ALl Ll clagladl) Jang il
ASHA 8 agid (e ik Laa ¢ S pae e ang craasially il Lali mlladl
sl A (e iy Ml
GAY) edllal) —A—¢ -1

sLae¥) Ul 3 el bl dalal) Al Jae 380 Lad) sslels aaldl o8
Dty ehaiall el Byla s GBS Al il yanial clgiallas 2 sas Glyate e
el sl Gl Sl e mgamsl) Ga el gt (e elldg cdiall danda
allyy (Richards & van ,2015 ; Ajina et al.,2016 ;YY) ¢ i) o Ll el
foh WS

Ayl afpaiall Jag) Al =V =A-£ -1
Iy e raled) Jalatilly cand) (mpi daldll Al dae A8 lia) sale) ai
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D53 Glayas @iy Lagin COBAY) (sae 2ty LYy ) Cpallatl 25 G 455l
Lahall Jae A8 slal o 598 Ao il 558 (e gaailly «llal) Lo zsaagll (o il
(Richards & van ,2015;Ajina et e Lala eliyg 4 ul8)ll cpwndl Jlas) am —
-al.,2016)

LS o selyall dsiad) Bl 23ledl) Al a0l dllia S 1Y) Lee Gaald) Jels a3y
(‘;AA) ¢ cg\_:u\é) C_a\).ea:m dL;.Jl Ay 2 lidy Z\:D.J.AAS\ La)}.\ﬂ.: S..L_JEA.“ C_IIS)_JN d..:\)A:\S\
Jalis Aoy Aol diad) dlgss cdaalyll (ia pang AL 3855 ¢ L) o8)llg (A5
(ASHa jae g IS,

Ao eVl uadl Jo¥) il jlas) salels cuald) o8 (Jslaall aa e diladly

WACCit = g0 + p1Readit + p2Sizeit+ p3levit + p4Owcit +p5Bigit
+B6Yearit + + p7Lossit+ p8ageit +eit. (2)

: (Y) (QEJ CA}A.\M Hlaay) Jalan Cﬁtu (\/—W ) ?SJ Jgasll T3

LB cfpiiall Ala 3 ABad) LAY aseial) LBAl) jasiy) Jolad geilis

. ol Jalal) g8 8 sty Jaladl) gl 4
el (sl ) ol piiall Jala) (el @l i)
Variables B Sig B Sig
Constant -6.999 .007 -7.039 .042
Read 3.824 .002 3.806 .003
Size - - .042 .874
lev - - 941 .039
Owc - - -.005 .806
Big - - .237 781
Year - - -.267 .740
Loss - - 467 .606
age - - -.009 164
F dslas) 9.651 2.002
Sig (F) .002 .046
R2 .031 .053
Adj R2 .028 .026
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e (A R2) 735l dupucadill 5al) aaless) (V=1)a8) Galedl jlasiy) Jsaa (e ealy
(A adylly ASHAl aas) (e IS @lystie Jlae¥) B 1Y) Uk (.062) ) (-028) s
(AN yaeg S5l Tl daing A el Aiull Algls cdanlyall e anag ASL) S5,
IS (Sgina by alan) LS apag IaaiY) cBlalaa Julas (e iy LS L 3ulE) xS
Gsirag lagd il (A5 Lalis daiiiy danhal) ia pang AHA e )uie (e
Al Ay ALl 55 Jhuiia (e U (ina g b sy oLl abl) ) il
A yad) daysdl sagall AL Jgatl) 4S5 e Ayl el (A8 yacy (AW
Il aas s Ligina o Jiiana piaS 5eball Allal) o353l AL e of iy LaS
O 13 Lo e Jiled Ao Ailay) dalll (el dlliyg (Al Jalail)Aula ) el
(i Ay eaall A sl sasiall ASHAN Jigaill 2S5 e 5e)all Adlal) ilsall 4llE s
Al Clpatie Ja) 2

(Jagaih AR el (bl uladl) Ayl s Al —Y—A—£ -1
Aoyl cdogall A2l ¢ pag aalall poriall (el Adple iy A85al) oda & Caald) asd
th LS (Yo ddghae) e Tuls iy a1 Qlatlly st lDLa])

Jadd dlally Jgatl) Alls (B dahal) Jae ABad) JLER) — V- Y-A- €1
ISl b ALl dagall 2S5 e se)all Lgiaad) Ll w3l L6 50 (g jLasy

HO aae (i€ Lilias) Gaydll Aol a3 cda)all 558 las o dpeadll Gl 5224
:(‘;:\ 9XS
2 Aslally Jagatl) A2 Ao Uigina Beyill dugind) Llal) atlgal) B das S5 ¥ :HO
(¥) ) lasi¥) = 3gas aladial 23 (il 138 HLadly . 4y paal) gy gulls Baiall cilSpdd)

Keit = B0 + p1Readit + p2Sizeit+ p3levit + p4Owcit +B5Bigit +B6Yearit +

B7Lossit+ 8ageit +eit. 3)

(V) a8 CJ}A.\H Dl Jalan C\_‘\tu c(\ ~—'l)s(‘\—'1) c(/\—'l ) &) Jglasl) =25
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Model Summary :A-1 Jsaa

Model R R Adjusted R | Std. Error of
Square Square the Estimate
1 275° .076 .050 2.30375

a. Predictors: (Constant), Age, Loss, Read, Owc, Lev, Size, year, Big

ANOVA? :4-1 Jgaa

Model Sum of df Mean F Sig.
Squares Square
Regression 125.292 8 15.662 2.951 .003P
1 Residual 1528.490 288 5.307
Total 1653.783 296

a. Dependent Variable: Ke
b. Predictors: (Constant), Age, Loss, Read, Owc, Lev, Size, year, Big

Coefficients? :\ «—1 Jsa

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) -3.326- 1.448 -2.296- 022
Read 1.538 .536 167 2.868 .004
Size .026 112 .015 231 .818
Lev .138 191 .045 721 472
1 Owc .022 .009 .166 2.581 .010
Big -.277- .359 -.056- -771- 441
year -.099- .339 -.019- -.293- .769
Loss -.357- .381 -.058- -.938- .349
Age -.033- .013 -.158- -2.623- .009

a. Dependent Variable: Ke

Ayl 8y38d) e g Ally (Ad] R?) wpasill Jalae dait of (A=) Jaall (ga ey

O ) i Le sy ¢ %0 Jsuiall Liginal (s5iane 250(0.003) sy 41 (Sig) Lallaay!
sl o ey (V0 =1)ady Joaall Ty Liads dahal) Jae 380l 5LaaY s 35l
41 (Sig) Adlaa¥) A adl cualy Em Ligina LS (5ehall Al s all 46 ) Jacdl)
allg) AL da)al (goina LS aags AL ¢(1.538) Linse oj)ani) Jalaas «(0.004)
Lisllaall Jlga¥) (Ao Jguanlly Jugail) (3o aals Lslalls Jugall) AAlSS o §elall Lalal)
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(Heflin et al., 2016; Garel et cilu)al) Gans 4 cilagi L aa daiil) oda (3éS5
Kamel & 4l 4yl cliagi e aa alids Laiy .al., 2019; Rjiba et al., 2021)
.(Shahwan, 2014)

Blsll cilasbaall e (gacing yems b il of poiag daill sda of Gald) gy
s LS L L] Ll 3asl die cilagleall casdly sdema Lgig s Aol Ll
A8y A o peianall laslaa s selll AullEy A alSaly dlggan LAY Al ) o
LeSas A hladly aStill are e iy AN el ariig agdll Ao 508 (e pgiSa
ALl dogatl) 43S Jls (8 aales  JElby ¢ Glainl) @by dlatally (49 pabional)

hih (alBYL Jagalll Alls B Al Jaa ABad) LIS - Y- Y-A- €1
Basiall AN & (al pY) 4SS e se)all dgiadl Dl L3lal) AL il (s jLasy
LS HO pae i€ Lilas) Gyl delia o3 cduhall 3% jlae o ¢ duyeadl) da sl
QA b galidy) AU e Ligina Belill Ligiad) Lalal) aflgdl) LG days i ¥ :HO
() o) Dlani¥) z3gas aladiud & (ydll 134 SLEaY g . dapaal) gy galls Saukal)
Dfcit = p0 + p1Readit + p2Sizeit+ p3levit + B4Owcit +B5Bigit +p6Yearit +
B7Lossit+ B8ageit +eit. 4)
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Model Summary :VY—1 Jsan

Model R R Adjusted R | Std. Er!’or of
Square Square the Estimate
1 .2942 .086 .061 18.42581
a. Predictors: (Constant), Age, Loss, Owc, Read, Size, year, Lev, Big
ANOVA?®
VY- s
Model Sum of df Mean F Sig.
Squares Square
Regression 9246.205 8 1155.776 3.404 .001°
1 Residual 97779.033 288 339.511
Total 107025.238 296
a. Dependent Variable: Dfc
b. Predictors: (Constant), Age, Loss, Owc, Read, Size, year, Lev, Big
Coefficients® :\ ¥—1 Jyaa
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) 78.899 19.865 3.972 .000
Read -23.536- 4,989 -.275- -4.717- .000
Size 1.483 .896 .108 1.655 .099
Lev -1.384- 1.530 -.056- -.904- .366
1 Owc -.022- .069 -.021- -.323- Jq47
Big 2.489 2.857 .063 871 .384
year 3.936 2.728 .092 1.443 150
Loss 2.024 3.050 .041 .664 507
Age .006 .103 .003 .055 .956

a. Dependent Variable: Dfc

Badd) g s (Ad) R?) amasil) Jalas 2 o) (V) =1) a8y dsaall (e ey
Cun mdgall dugina (VY=1)ad) doandl g oty LS ¢(0.061) carly 28 2 dgaill &yl
i Le 585 ¢ 5 % el Logied) (s5ie 23(.001) izl 41 (Sig) ddlaay) dadl
sl o ey (V¥=1) a8y Joaall Tty Liady L duhall Jae 2DMaD) HLadY lla #3salll o
«(-000) 41 (Sig) Adlaiay) el curly i Ligina IS (56hall ALl 5al) 2LlE ) Jaiesal
BelAll Atlall adlgll) L8 Aol (goina LSl aagy Mg (—23.536) Tl jlansl Jolass
Bagdall Gl B dgslhaal) Jigal) Ao Jguanlly dugalll (@b 2alS a)dy) UG o
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gy dpnall Alesl) gy cdabiad) IS 8 Al daendl) @IS diey A5
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WACC it = B0 + B1lReadit + eit. (5)
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Model Summary :Y¢-1 Jga

Model R R Adjusted R | Std. Error of
Square Square the Estimate
1 .1492 .022 .018 5.85315

a. Predictors: (Constant), Read

ANOVA? :yo—1 Jgaa

Model Sum of df Mean F Sig.
Squares Square
Regression 191.212 1 191.212 5.581 .019P
1 Residual 8427.790 246 34.259
Total 8619.002 247

a. Dependent Variable: WACC
b. Predictors: (Constant), Read

Coefficients? :11-1 Jsa

Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) -6.434- 3.145 -2.046- .042
Read 3.574 1.513 149 2.362 .019

a. Dependent Variable: WACC

A peail) 838l raags g (Ad] RZ)aaatll Jalas & o (1 £-7) a8y Jgand) (g ey
Lail) Con mhgaill Augina (V0=1)ad) Jgrall (1o el LS (L018) cualy 25 35 aill
O i Le 585 ¢ %0 Joall Lginall (gginne 2i(.019) canly 43 (Sig) dllaay!
sl o ey (V1) a8y Joaall Ty Liady dahal) Jae 380l 5LaaY s 35l
«(-019) 4 (Sig) Adlaa¥) Ll cazly cuan Ligina OIS (5ehyall Lll) 3lsall 208 ) Jaesal
Bol il Allal) aflpdl) AL Aol gpina Ll aag Ly (3.574) Lianse ojlasd) dalaas
O 8l o LaS Apuaal) Laa) gl Basial) Laasil) b ClSpal) (B Jugall) AalS e
coalel) Jalalls Galll Ad) Juagi o Le i3 Gudy - Lulay)
g duaadl) il il diml) Al — V¥ —A—¢ -1

ISl 8 gl 48 e 5elyal digiad) A0l ailsdl)l 0 da gy il (gae il
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b WS HO .
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Lsardl) il b Jagall) 4S5 e Ligina Bo),all Aulall aflsdl) Ll Aaps i35 Y :HO
(1) ) lasiV) z3gai aladial & il 13 Lol g . Al da) gl Sadal)
WACC it = 0 + BLlReadit + eit. (6)

(1) o zagaill Jlasi¥) Jadas il (VA=) (VA=) ((VV=1) a8y Jglaal) eagis

Model Summary :\¢-1% Jgaa

Model R R Adjusted R | Std. Error of
Square Square the Estimate
1 5202 270 254 2.76826

a. Predictors: (Constant), Read

ANOVA? :yo—-1 Jgaa

Model Sum of df Mean F Sig.
Squares Square
Regression 130.494 1 130.494 17.029 .000°
1 Residual 352.510 46 7.663
Total 483.004 47
a. Dependent Variable: WACC
b. Predictors: (Constant), Read
Coefficients® : Y 1-1 Jyaa
Unstandardized Standardized
Model Coefficients Coefficients t Sig.
B Std. Error Beta
(Constant) -11.580- 3.038 -3.811- .000
Read 5.966 1.446 .520 4.127 .000

a. Dependent Variable: WACC
Bkl g g (Ad] R? ) auasil) Jalae daid of (VY=71) ) dsaad) (e ey
Cun zigaill Augine (VA=) ad) Jorall (e iy LaS ¢(.254) caaly 28 zagaill 4 yail)
O i b sag ¢ 5% Jsital) Liginall (ggina 2ic(-000) cialy 41 (Sig) Ldlaia) Ll
sl o ety (V4=1)ady Joaall Ty Liads dahal) Jas 280l 5LaaY s 35l
¢ (-000) 41 (Sig) dlaay) Ll cialy Gus Lgina GIS (5ehyall 2Ll sl 20 ) Jaiesal
Bel Al Adlall ailgll AL Lol gyina il dags Ml ((5.966) Linge sylanil Jalaas
Llay) oS Ll o LeS Lipaal) L) galls Biall Aadil) Al B Jagall) 4SS e
ceibel) Qs Gl Ad) Jaagh o5 Le A3 Gudiyg
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