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Abstract
This study examines the effects of earnings management on future stock prices and investigates
whether impression management moderates this relationship in the Egyptian capital market. It uses
financial and narrative data extracted from the annual reports of firms listed on the Egyptian Stock
Exchange (EGX) from 2020 to 2024. Regression models with robust estimations are used to test the
hypotheses. The results revealed that discretionary accruals significantly influence future stock prices,
indicating that investors penalize firms that engage in aggressive earnings management. This finding
supports the market discipline hypothesis and suggests a growing sophistication among Egyptian
investors, particularly in the post-2020 regulatory environment. However, impression management,
operationalized through the content analysis of narrative disclosures, does not exert a significant
moderating effect on the relationship between earnings management and stock prices. This evidence
implies that investors place greater weight on audited financial information than on qualitative
disclosures when forming valuation judgments in a low-trust institutional setting. The findings highlight
the importance of enhancing the transparency and credibility of financial reporting in emerging markets.
They also underscore the need for stricter regulatory enforcement to curb earnings manipulation and
improve standards governing narrative disclosure. This study contributes to the literature by providing
empirical evidence from Egypt and extending prior research on the interaction between earnings
management, impression management, and market outcomes in developing economies.

1. Introduction
Investors rely on various factors when making investment decisions in stock markets to reduce the level
of uncertainty caused by fluctuations in stock prices (Anwaar, 2016). One of these factors is the
information disclosed in a corporate annual report (Pernamasari, et. al., 2022). In addition to financial
statements, it includes the discretionary information necessary for explaining financial statements and
providing additional information (Goncalves, et. al., 2022). Both financial statements and discretionary
information provide investors with information on numerous aspects, such as financial performance,
financial position, business strategy, and sustainability strategy. Despite efforts to ensure disclosure
quality, managers may have incentives to distort information from corporate annual reports by using
different tactics. 

On the one hand, financial statements provide misleading information when managers utilize earnings
management (EM) by practicing real-based earnings management and/or accrual-based earnings
management. The former focuses on changing business activities and transactions to attain desired
financial results. The latter refers to manipulating accounting estimates and judgments to alter reported
earnings without changing actual cash flows. Managers use accounting regulations to provide the
desired financial results by hiding specific accounting information or making it difficult to identify (Ilic, et
al., 2024). On the other hand, discretionary information might be manipulated using impression
management (IM), which has different strategies, such as rhetorical manipulation, thematic manipulation,
reading-ease manipulation, and visual/structural manipulation (Merkl-Davies & Brennan 2007, 2011;
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Jaworska & Bucior 2017, 2020). They aim to distort investor perceptions of investors (Albuquerque et al.,
2023). 

Although EM and IM are different methods, managers can use them as complementary vehicles of
communication. Goncalves et al. (2022) confirm that "managers seek to obfuscate the intensity with
which they manage earnings by disclosing more complex, meaning less readable annual reports". Thus,
managers utilize both EM and IM to influence investors' expectations of future profits, dividends, and
stock value (Strakova, 2020) and understand how investors view the company's accomplishments
respectively (Czajkowska & Remlein, 2024; Phesa & Sibanda, 2022). 

Egypt represents an exemplary environment for establishing a relationship between emerging market
characteristics and stock returns. It has a specific enforcement environment, with an actively traded
stock market and heterogeneous disclosure practices being tightening yet weak (Financial Regulatory
Authority, 2009; Hassan et al., 2009; Samaha, 2013). The Egyptian stock market is framed by Capital
Market Law No. 95, dated 1992, and its executive bylaw. While it requires strict listing and disclosure
standards, enforcement with respect to financial and corporate governance disclosure remains limited
(General Authority for Investment and Free Zones; Hassan et al., 2009; Samaha, 2013). 

Empirical studies on Egyptian publicly traded firms offer evidence that, while mandatory disclosures
required by IFRS standards are widely disclosed, voluntary and corporate governance disclosures are low.
Thus, they represent an environment with specific characteristics concerning information quality and
transparency, which can be systematically varied and harnessed for identification purposes (Samaha et
al., 2015; Samaha, 2013; Zahran, 2016). However, the Egyptian Financial Regulatory Authority recently
increased its enforcement efforts by pushing for higher levels of protection offered to investors,
improvements in market infrastructure, and higher levels of disclosure. These efforts result in episodic
shocks with respect to enforcement levels that affect the information environment owing to its quasi-
exogenous nature (Financial Regulatory Authority, 2009; Gramon et al., 2025). Furthermore, the Egyptian
environment provides better sources for identification than other emerging markets do.  This is because
of its higher enabling capacity with respect to specific microstructural characteristics, such
as standardized trading practices in the Egyptian stock market (Hassan et al., 2009; Samaha et al.,
2015). 

This study examines the moderating role of IM on the relationship between EM and future stock prices in
the context of firms listed on EGX. These findings have very specific incremental value based on three
aspects. Firstly, discretionary accruals help predict future stock prices within emerging markets,
indicating that earnings quality signals could enhance earnings and price forecasts, especially when
adapted into earnings valuation models based on the existing literature. This suggests a systematic
relationship between forecast errors, management reporting decisions, and earnings characteristics.
Secondly, the negative relationship between EM and future stock prices implies that investment
professionals can generate investment profits by underweighting firms with high accruals or low-quality
earnings, and overweighting firms with low accruals or high-quality earnings. Thirdly, as the empirical
analysis focuses on firm-years with high discretionary accruals and complex earnings narratives, this test
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could be translated into a risk-screening tool under the supervision of regulatory bodies with the aim of
implementing emerging literature. This suggests that accounting-based measures could be employed to
focus on enforcement efforts in countries with poor supervisory infrastructure.

The rest of this paper is organized as follows: Section 2 presents the literature review and hypotheses
development, and Section 3 introduces the research method. Section 4 presents the data analysis, and
Section 5 discusses the results. Section 6 presents conclusions, limitations, and suggestions for future
research.

2. Literature Review and Hypotheses Development
2.1 EM and Future Stock Prices

Spence (1973) created signaling theory for the labor market, yet it has been modified to explain financial
reports' disclosures (Ross, 1977). According to signaling theory, there is information asymmetry between
stakeholders and the management who own the information. Furthermore, signaling theory assumes that
better-informed parties utilize difficult or costly signaling to better convey private information to poorly
informed counterparties (Connelly et al., 2011). 

In the context of financial reporting, to improve the quality of financial information and subsequently help
translate it into high stock prices, better-informed managers would utilize EM in two ways. Firstly, they
would try to align reported earnings with future performance projections in terms of accruals to better
inform stockholders with heavy information content in accounts (Subramanyam, 1996; Jiraporn et al.,
2008; ElHawary & Hassouna, 2021). In this context, it appears that moderate and performance-consistent
EM activities can be perceived by investors as a useful or credible signaling device to reveal superior
market performance and help translate it into high stock prices. Secondly, EM may be opportunistically
relied upon to generate temporary earnings gains at the cost of future earnings. Sophisticated investors,
auditors, and regulators detect the tenuous nature of EM (Dechow et al., 2010). 

The dual role of potentially informative versus opportunistic EM implies that stock prices respond to this
hypothesis. Ultimately, it is a factual question pertaining to the joint effects of managerial discretion
within a particular institutional environment, such as that prevailing in Egypt, where EM governance is
being institutionalized to varying degrees. Based on this, we formulate the first hypothesis as follows: 

H1: Earnings management has a significant positive impact on future stock prices in EGX. 

2.2 EM, IM and Future Stock Prices

In addition to signaling theory, attribution theory informs the relationship between IM and firm value.
Based on Merkl-Davies and Brennan’s (2011) taxonomy, IM depends on four perspectives: economic,
psychological, sociological, and critical. They are used to describe the type of rationality that guides the
behavior of both managers and stakeholders. From the perspective of annual financial reports,
performance attributions may be used proactively to shape organizational audiences
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s, 2011).
    

The existing IM literature finds that managers may employ positive tone, highlighting, and narrative forms
to shape stakeholders’ beliefs about performance, risk, and value (Merkl-Davies & Brennan, 2011). When
these narrative attributes are generally consistent with fundamentals and are confirmed by future
outcomes, they can serve as additional cues to alleviate uncertainty and enhance investors’
understanding of strategy and risk management. Thus, they facilitate positive price reactions around
news of disclosure, particularly under noisy information conditions. On the other hand, these narrative
attributes can also mask challenging performance or extreme IM. Under these conditions, sophisticated
investors are likely to view extremely positive news as “cheap talk” cues, about which they are skeptical.
Thus, they might disregard narrative cues altogether, or even view them as a warning sign of potential
problems with management’s value-creating activities, resulting in more adverse price reactions (Beelitz
& Merkl-Davies, 2012). Hence, the second hypothesis is formulated as follows: 

H2: Impression management has a significant negative effect on future stock prices in EGX.

The IM function moderates EM-price relationships as it affects investors’ interpretation and assessment
of the EM signal. When tone and emphasis diverge insignificantly from underlying fundamentals and
eventually realize performance, IM may affect and amplify the degree of managed earnings’ perceived
integrity and hence boost investors’ overall susceptibility to and responsiveness of EM-price relationships
(Subramanyam, 1996). However, when tone diverges to convey fundamentals in an overly optimistic
manner —“overly rosy tone statements — investors view IM as more of talk or concealment. This may
result in undermining or even reversing EM-price implications, as investors disclose little faith and
conviction in and about EM signal statements or interpreted earnings realities. 

Against this conceptual foundation, this moderating function may manifest itself and prove even more
material or significant in markets such as Egypt. They share similar structural and operational
environment gaps and settings in which investors may tend to exhibit a high degree of perceived
disparities and asymmetries—impaired enforcement mechanisms or imperfect governance settings (Haw
et al., 2004; ElHawary & Hassouna, 2021). Based on the above discussion, the third hypothesis can be
formulated as:

H3: Earnings management has a significantly different positive effect on future stock based on the level
of impression management in EGX. 

3. Research Method
3.1 Research Design

This study follows a quantitative research design to analyze the effect of discretionary accrual-based
earnings management (DABEM) on Egyptian listed firms' future stock prices, with IM as a moderator. The

perceptionsof or ganizationaloutcomes; tîs, IM(Merkl − Davies and Bre ∩ an
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analysis covers the period from 2020 to 2024, marked by general economic turmoil in Egypt as currency
devaluations, high inflation rates (38% in 2023), and more stringent market regulations after the 2016
financial reforms (Hafez, 2023). The model uses content analysis of narrative disclosures in annual
reports and historical financial data based on the prevailing theoretical frameworks of EM and IM
(McNichols, 2000; Merkl-Davies et al., 2011). Empirical tests use ordinary least squares (OLS) regression
with robust standard errors to account for heteroscedasticity and robustness tests based on the
performance-matched Jones model (Kothari et al., 2005).

3.2 Variables Measurement

Four types of variables were considered and employed as shown on Table 1. 

EM, as an independent variable, is measured through discretionary accruals. To simplify the
measurement, the working capital accruals model was used as a proxy. Specifically, small working capital
accruals are typically more reliable in detecting EM because they are less affected by normal operational
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volatility and offer better sensitivity to small but deliberate manipulations. FSP, as a dependent variable,
refers to the stock closing price of sampled firms determined one week after the dissemination date of
annual reports. IM as a moderating variable was measured based on IM strategies, such as positive tonal
bias and selective disclosure, where we assign a value of 1 to each firm-year if these strategies are
detected above a certain specified threshold, indicating IM, and 0 otherwise (Czajkowska, 2023).
Moreover, tone and other narrative tools can play a strategic role in communicating with financial
statement users about performance and risk. Thus, the approach relies on a word-by-word analysis of
positive and negative comments in both the chairman’s statements and the management discussion.
More specifically, this helps identify emphasis on positive outcomes as well as the suppression of bad
news in the chairman’s or management discussion portion of the annual report (Mlawu et al., 2023;
Nyahas et al., 2018; Demaline, 2020).

The choice of a binary (0/1) indicator instead of a continuous measure is based on both conceptual and
practical reasons. Conceptually, while the presence of IM is of prime interest for being above zero for a
firm’s reporting year, crossing a certain qualitative threshold from neutral to strategic narrative
presentation is consistent with existing literature that defines a discrete outcome for the presence of
dominant positive tones and narrative structuring as IM (Bassyouny et al., 2020; El-Shahat, 2023).
Practically speaking, binary is more reliable for an emerging market than continuous with potential text
mining ambiguities for mixed Arabic-English narrative corpora, and is also less resource-intensive for
human-content analysis, although incorporating more simplicity for detailed content measurements into
binary form is more reliable than continuous measurements for obvious reasons (Czajkowska, 2023;
Picture Content in Annual Reports Matters, 2024). Nonetheless, binary approximation is deliberately
made note of being conservative with less detail on intensity of IM for further research measurements,
for which re-estimation of certain models with new thresholds of simplicity for easier binary divisions at
certain points is recommended to verify that findings are independent of specific threshold usage.

3.3 Data Collection

This study depends on two types of data: financial and non-financial. Financial data representing the key
variables of total accruals, sales, total assets, accounts receivable, property, plant, and equipment, cash,
current assets, current liabilities, total debt, and net income were obtained from EGX regulatory filings
and audited corporate annual reports. In addition, the FSP was quantified as the closing price one week
following the date of release of the annual report, enabling initial reactions to disclosure. Non-financial
data, such as IM data, are narrative in nature and are collected from the narrative sections in EGX-
submitted yearly reports. Content was analyzed to create the IM in narrative reporting (IMNR) index, as
suggested by Czajkowska (2023). The index identifies IM strategies, that is, positive tonal bias or
selective disclosure, and is considered a binary variable (a value of 1 to be assigned in the case of
existing IM strategies, 0 otherwise). Data reliability was increased via cross-validation against audited
reports and formal EGX records to address inconsistencies in Egypt's disclosure practice amidst
economic uncertainty (Hafez, 2023).

3.4 Sample Selection 
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The population of this study comprises all firms listed on the Egyptian Stock Exchange (EGX 70) from to
2020-2024. Purposive sampling allows the collection of 40 firms’ annual reports from different industries,
such as beverage, manufacturing, and real estate, depending on market significance and disclosure
availability. This strategy was followed in most studies related to the Egyptian context (ElHawary &
Hassouna, 2021), generating 200 firm-year observations that provided sufficient statistical power,
captured market heterogeneity, and avoided selection bias.

3.5 Model Specification

To empirically investigate the relationship between the study variables, two regression models were
developed. Within the first model, the direct effect of the DAEM on FSP is estimated while controlling for
business-specific characteristics, such as firm size, profitability, and financial leverage. The second model
expands the analysis by including IM as a potential moderating variable, in addition to its interaction with
DABEM.

This study utilized various methodologies to tackle the issues of construct validity and measurement
errors. First, the IM construct was operationalized using a structured content analysis index that codes
for various narrative strategies (e.g., tone, selectivity, and emphasis). This aligns with the idea that IM
should be seen as a multidimensional construct, not just "positive tone = deception". Second,
discretionary accruals are made using an accruals specification adjusted for both industry and
performance. This includes scaling parameters to show how a firm’s performance changes. This is in line
with research showing that these types of specifications can lower the rates of misclassification, which
makes the test better for testing the EM hypotheses (Kothari et al., 2005; McNichols, 2000). Third,
robustness tests are performed using different accrual specifications and sensitivity analyses. For
example, observations with very high or very low performance levels were omitted, and the model was re-
run using different scaling parameters. Experts say that using more than one proxy can make EM studies
less likely to have measurement errors (Dechow et al., 2010).

The analysis explicitly combines proxies for accrual-based and real earnings management to capture a
broader spectrum of managerial reporting discretion. Discretionary accruals are measured using a
performance-matched model (Kothari et al., 2005), which improves specification in volatile emerging
markets by controlling for firm performance, and thus reduces the risk that extreme ROA or sales growth
in Egypt mechanically inflates estimated discretionary accruals. In parallel, real EM is captured following
Roychowdhury’s (2006) framework using abnormal levels of operating cash flows, production costs, and
discretionary expenses (SG&A), which reflects managers’ use of price discounts, overproduction, and
cuts in discretionary spending to meet reporting targets. This dual‑proxy approach is particularly
appropriate in the Egyptian setting, where prior evidence documents both accrual-based and real activity
manipulation in response to institutional shocks and evolving governance standards, implying that relying
solely on one dimension (accruals or real activities) understates the true extent of earnings management.
The models employed in the analysis are as follows: 

Model 1: Investigating the baseline relationship between DA and future stock prices:
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Where:

Model 2: Extends the specification by including the moderating role of investor monitoring:

In this framework, the interaction term  is added to test whether investor
monitoring attenuates the relationship between DABEM and the FSP. A significantly different coefficient
on the interaction term shows whether the direction or strength of the DABEM–stock price relationship
changes at varying levels of investor monitoring.

4. Data Analysis
4.1 Descriptive Statistics

Table 2 presents descriptive statistics based on 200 firm-year observations of EGX-listed firms (2020–
2024). The results reveal strong patterns in EM, stock prices, and financial ratios in Egypt's turbulent
economic climate, replete with currency devaluations, inflation (a historic high of 38% in 2023), and post-
2020 regulatory reforms. These findings are in line with the emerging market literature, in which
economic turbulence enhances financial reporting volatility (Hafez, 2023; Haw et al., 2005).

Table 2. Descriptive Statistics
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Variables N Minimum Maximum Mean Std. Deviation

DABEM 200 -.5984 .6959 -.023232 .3364755

FSP 200 .0710 285.0100 18.703620 37.5490862

IM 200 0 1 .52 .501

LogTA 200 1.8127 5.5524 3.302810 .7501928

ROA 200 -1.4452 .2911 .052276 .1390769

Leverage 200 .0554 .9667 .535722 .2357965

Valid N (listwise) 200        

DABEM, with computation based on the working capital accruals model (Kerstein & Rai, 2007), is -0.0232,
thereby a very near zero mean, ranging from -0.5984 to 0.6959, and having a standard deviation of
0.3365. Such a distribution translates to the predominance of both income-reducing and income-
increasing EM among Egyptian firms in accordance with the flexibility provided by accrual-based
accounting in uncertain markets (McNichols, 2000). The high standard deviation reflects the excessive
volatility caused by Egypt's economic turmoil between 2020 and 2024, such as devaluations of the local
currency and inflationary pressures. Thus, firms are motivated to manipulate accruals to smooth earnings
reports (ElHawary & Hassouna, 2021). This volatility is consistent with research on emerging markets,
where poor governance institutions permit EM as a counterbalance to economic turbulence (Haw et al.,
2005).

The FSP, the closing price seven days after the release of annual reports, has a wide range of 0.0710–
285.0100 with a mean of 18.7036 and the highest standard deviation of 37.5491. This volatility accounts
for Egypt's market volatility during the study period due to macroeconomic shocks, including the
devaluations of the Egyptian pound in 2022–2023 and ongoing inflation (Hafez, 2023). The relatively low
average stock price indicates stable valuations for some companies, consistent with EGX's partial
rebound after 2020, but the pervasive spread attests to the non-systemic effect of economic fortunes on
industries, a hallmark of stressed emerging markets (Haw et al., 2005). The large standard deviation
accords with the regression analysis, where the external variables explain the data moderately well
(adjusted R² = 0.132–0.158), since Egyptian stock price movements are subject to macroeconomic
forces.

IM, as a (0, 1) binary variable in the IMNR index (Czajkowska, 2023), is 0.52 with a standard deviation of
0.501, and shows that 52% of firm-year observations have IM practices, that is, positive tone or selective
disclosure on narrative reports. The almost-even split corresponding to binary coding indicates that
Egyptian companies prefer to use narrative tactics to counteract the unfavorable perceptions of
stakeholders in times of economic distress, such as global supply chain disruption and energy crises
(Merkl-Davies et al., 2011). According to earlier studies (ElHawary & Hassouna, 2021), investor
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pessimism inside Egypt's market lessens the impact of narrative disclosures; hence, equilibrated IM
prevalence complements its non-significant influence in regression analysis (Beta = 0.112, p = 0.072).

Firm size, the mean of the natural logarithm of total assets (LogTA), reached 3.3028 with a standard
deviation of 0.7502. This is a representative distribution of a heterogeneous population of firm sizes to
measure scale effects on stock prices in Egypt's heterogeneous market (Hafez, 2023). Moderate
heterogeneity is equivalent to the purposive sampling strategy involving companies across different
industries, such as financial, industrial, and property, to provide representativeness for the EGX
framework 2020–2024. The absence of any significant effect of LogTA on regression analysis (p > 0.05)
guarantees Egypt's market, where macroeconomic variables generally dominate firm-specific traits, such
as size (ElHawary & Hassouna, 2021).

ROA or profitability is 0.0523 on average, with a range of -1.4452 to 0.2911, and a standard deviation of
0.1391. The minimum positive average indicates average profitability, while the extreme range with
negative figures indicates humongous losses for certain firms that mirror Egypt's economic recessions
included in the span of this study, that is, energy crises and global economic recessions (ElHawary &
Hassouna, 2021). Volatility is the differential performance of EGX-listed firms, which is a typical emerging
market experience under external shocks (Haw et al., 2005). The failure of the ROA effect in the
regressions to achieve significance (p > 0.05) confirms its weak correlation with stock prices (0.085, p >
0.05), where other indicators are even more sensitive among Egyptian investors in the volatile market.

Leverage, defined as total debt divided by total assets, has a mean of 0.5357, range of 0.0554 to 0.9667,
and standard deviation of 0.2358. The high mean shows that Egyptian companies have high levels of
debt, in line with Egypt's high-risk financial setting in 2020–2024, when companies are using debt
financing to handle financial uncertainty (Hafez, 2023). The wideness of spread captures heterogeneity in
capital compositions, with others attaining their optimal leverage, explaining the strong positive leverage
effect in the regression (beta = 0.26, p < 0.01). This finding justifies research in emerging markets, where
leverage increases volatility in equity prices owing to financial risk (Haw et al., 2005).

In short, descriptive statistics identify Egypt's economic and market position in 2020–2024 as a volatile
market with governance problems that impact stock prices, leverage, and DABEM distribution. IM
dominance with restricted impact points to investor mistrust, while the discrepancy between LogTA and
ROA reflects the variety of EGX-listed firms. These trends confirm the conclusions of the regression and
correspond to Egypt's shifting market conditions and emerging market dynamics.

4.2 Correlation Analysis

To examine the bivariate relationships among the study variables—DABEM, FSP, IM, firm size, ROA, and
leverage—a Pearson correlation matrix was constructed, as presented in Table 3. This analysis, based on
200 firm-year observations from EGX-listed firms from 2020 to 2024, ensures alignment with the
regression results and verifies the absence of multicollinearity, with all correlation coefficients below 0.7,
consistent with established thresholds (Hair et al., 2010). The correlations are interpreted within the
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context of Egypt’s volatile economic environment, marked by significant currency devaluations, inflation
peaking at 38% in 2023, and enhanced market scrutiny following the post-2020 reforms (Hafez, 2023).
Where Egyptian-specific evidence is limited, the emerging market literature provides additional support
(Haw et al., 2005).

Table 3. Pearson Correlation Analysis

  Earnings
Management

Future
Stock
Price

Impression  
Management

TA ROA Leverage

Earnings
Management 

Pearson
Correlation

1          

Future Stock
Price

Pearson
Correlation

-.258** 1        

Impression
Management

Pearson
Correlation

.342** .162* 1      

TA Pearson
Correlation

-.189* .145* .395** 1    

ROA Pearson
Correlation

-.210** .085 .175* .265** 1  

Leverage Pearson
Correlation

-.065 .275** .048 .360** -.082 1

*. Correlation is significant at the 0.01 level (2-tailed), *. Correlation is significant at the 0.05 level (2-
tailed).

DABEM has a significant negative correlation with future stock prices (0.258, p < 0.01), indicating that
higher discretionary accruals are associated with lower stock prices seven days post-release of annual
reports. The correlation shows that the Egyptian market penalizes earnings management, indicating
greater investor concern after regulatory reforms and foreign investment in 2020–2024 (Hafez, 2023).
This finding is congruent with the regression estimates (beta ≈ -0.22, p < 0.01 in Models 1 and 2) and
coincides with emerging market research, where markets correct for earnings manipulation due to
greater transparency (Haw et al., 2005). In contrast to Mostafa (2017), who found no substantial EM
market response in 2012–2015 due to post-revolution distrust, the evidence for the period under
consideration shows a more efficient market response because of Egypt's evolving financial landscape.

The positive and strong association between DABEM and IM (0.342, p < 0.01) implies that companies
with discretionary accruals also practice IM activities, such as tone or selective disclosure, as secondary
activities to impress stakeholders. This confirms the practice of utilizing narrative strategies as
counterstrategies to mitigate the negative effect of earnings management, a common practice in
governance-deficient markets (Merkl-Davies et al., 2011). In the Egyptian context, companies would
employ IM to offset investor concerns in times of economic turbulence, such as currency depreciation
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and oil crises (ElHawary & Hassouna, 2021). The significance of the interaction term DABEM × IM in the
regression is buttressed by association, although its non-significance (p = 0.110) suggests a marginal
moderating effect.

Investors' disinterest in narrative disclosure in Egypt's unpredictable market is indicated by a strong
positive weak correlation between IM and FSP (0.162, p < 0.05).  This coincides with the near-zero IM
effect in the regression (Beta = 0.112, p = 0.072, as shown in Table 6) and with the binary coding of the
IMNR index that identifies IM in 52% of observations (Czajkowska, 2023). In Egypt, financial issues such
as inflation and supply chain interference between 2020 and 2024 minimize reliance on narrative
strategies to the detriment of physical budget interference (ElHawary & Hassouna, 2021). This finding is
consistent with the literature on emerging markets, where narrative disclosures lose relevance or become
less relevant in low-trust settings (Merkl-Davies et al., 2011).

Leverage and FSP correlation (0.275) help explain the lack of regression proof (p > 0.05). This suggests
that investors are moderately interested in profitability during Egypt's macroeconomic uncertainty
(ElHawary & Hassouna, 2021). The negative correlations between DA and LogTA (-0.189, p < 0.05) and
ROA (-0.210, p < 0.01) suggest that less profitable small businesses control earnings more, as required by
Egypt's governance failures (ElHawary & Hassouna, 2021). 

There is no multicollinearity (all correlations < 0.7), which means that regression estimates are reliable,
and the results of variance inflation factors (VIFs) confirm this in the robustness checks. These
correlations serve as a basis for the regression models, substantiating the substantial negative impact of
DABEM, minimal influence of IM, and pivotal role of leverage in Egypt's dynamic market environment from
2020 to 2024.

4.3 Regression Analysis

Ordinary least squares (OLS) with robust standard errors was used to estimate two regression models to
solve the heteroskedasticity prevalent in Egypt's market (Hafez, 2023). With a variance inflation factor
(VIFs) of less than five, no multicollinearity problems were confirmed.

4.3.1 Model 1: Direct Effect of DABEM

As shown in Table 4, a higher DABEM is associated with decreases in FSP, as the regression analysis
shows a particularly negative coefficient for DA (β = –2.950, standardized β = –.230, p = 0.001).
According to Teixeira and Rodrigues (2022), this finding strongly supports the market discipline theory,
which posits that investors in the Egyptian equity market have developed a level of sophistication
sufficient to identify and punish opportunistic earnings manipulation.

Table 4. Regression Results (Model 1)
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Model Unstandardized
Coefficients

Standardized
Coefficients

t Sig.

B Std. Error Beta

1 (Constant) -3.750 11.200   -0.335 .738

Earnings
management

-2.950 0.890 -0.230 -3.315 .001

LogTA 0.650 0.400 0.108 1.625 .106

ROA 11.800 15.200 0.053 0.776 .439

Leverage 39.500 10.100 0.264 3.911 .000

Adjusted R Square= 13.2%, F= 8.125, Sig.= 0.000
 a. Dependent Variable: FSP

 

This conclusion conflicts with the previous results of ElHawary and Hassouna (2021), who found a
minimal link between DABEM and market value for the years 2012 to 2015. The observed difference
might be explained by structural changes in the post-2020 Egyptian regulatory scenario, including more
financial reporting monitoring and increased investor awareness. Significantly, the current results more
closely match those of other developing nations (e.g., Haw et al., 2005), indicating continuous
convergence in the pricing of earnings quality.

The impact of size (β = –2.950) reveals that firms with earnings manipulation in the minds of Egyptian
investors suffer a severe valuation penalty. The pathology of prior corporate governance failures and the
credibility-enhancing impact of recent reforms cause this heightened sensitivity (Hafez, 2023). These
findings are in line with the expectations of the efficient market hypothesis and the general literature on
the capital market implications of earnings quality (e.g., Subramanyam, 1996).

The leverage coefficient is statistically and economically significant (β = 39.500, standardized β = 0.264,
p < 0.001). This finding aligns with the theoretical predictions, indicating that leverage amplifies firm-
specific risk and heightens stock price volatility, particularly in financially constrained contexts. In Egypt,
leverage appears to play a major role as a driver of equity valuation because corporate debt ratios are
generally higher there because of the shallow equity base and bank-hierarchical funding structures
(Hafez, 2023). This result further supports structural credit risk models, such as Merton's (1974) model,
which relates capital structure to equity pricing through risk-related channels.

The profitability and size of the firm had no statistically significant effects (LogTA: p = 0.106; ROA: p =
0.439), while the coefficients were positive. This, as well as no significant effect, is consistent with the
weak correlations (0.145 and 0.085, respectively) observed, and may reflect the predominance of macro-
level determinants—political instability, exchange rate fluctuations, and foreign capital flows—over
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company-specific factors in the valuation. These results are in line with those of previous research in
comparable contexts (ElHawary & Hassouna, 2021; Thanh Liem, 2021).

The 13.2% adjusted R2 has a moderate level of explanatory power, but it is known to be adequate for
research in nascent financial markets. Although such levels fall short of those found in developed
economies, they are commensurate with the underlying volatility of equity returns in markets that are
beset by external shocks and institutional imperfections. The model’s overall significance is also
confirmed with an F-statistic of 8.125 (p < 0.001), indicating that together, the explanatory variables
significantly account for FSP predictions.

4.3.2 Model 2: Moderating Effect of IM

Table (5) depicts Model 2, which extends the baseline regression by including IM and the interaction term
between impression management and discretionary accruals (DA × IM) variables to explore how financial
and narrative manipulations jointly affect stock prices in the future. At 15.6%, the R² of the model was
also somewhat higher than that of Model 1 (13.2%), and the F statistic was still significant (F = 7.326, p <
0.001). The slight improvement in the explanation shows that impression management is enlightening,
but it does not significantly increase the predictive capability of the model for the Egyptian example.

Table 5. Regression Results (Model 2)

Model Unstandardized Coefficients Standardized Coefficients t Sig.

B Std. Error Beta

2 (Constant) -3.920 11.300   -0.347 .729

DABEM -2.780 0.900 -0.216 -3.089 .002

IM 0.580 0.320 0.114 1.813 .071

DABEM × IM 0.450 0.280 0.098 1.607 .110

LogTA 0.610 0.410 0.101 1.488 .138

ROA 11.200 15.100 0.050 0.742 .459

Leverage 38.700 10.200 0.258 3.794 .000

Adjusted R Square= 15.6%, F= 7.326, Sig.= 0.000

a. Dependent Variable: FSP

The DABEM coefficient remained strongly negative (B = –2.780, p = 0.002) and was similar in magnitude
to the outcome of Model 1. The similarity in the coefficients provides additional support for the reasoning
that Egyptian shareholders punish companies that overly rely on accrual aggressiveness, particularly in
the post-2020 period, where increased regulation and more foreign institutional investor monitoring have
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induced higher market sensitivity against financial misreporting (Hafez, 2023). The negative coefficients
also support the contention that Egyptian investors increasingly view earnings management as an early
warning sign, conceivably releasing concealed governance vulnerabilities or potential future performance
threats.

The DABEM and IM interaction terms (B = 0.450, p = 0.110) were not significant; therefore, IM did not
significantly dampen the negative association between DABEM and FSP. Hence, narrative disclosure
offers no comfort in reducing the punishment for financial mishandling in the market. These results are
consistent with investors’ attitudes in low-trust environments, such as Egypt, where narrative techniques
may be viewed as rhetorical, trying to validate company value (El-Hawary & Hassouna, 2021; Merkl-Davies
et al., 2011). This result substantiates the existing literature that Egyptian investors are predisposed to
doubt the absence of narrative disclosures, corroborating robust financial performance (ElHawary &
Hassouna, 2021). Czajkowska's (2023) narrative index IMNR also promises to deliver constrained market
valuation impacts of narrative reporting in Egypt on behalf of the argument that users of financial
statements prefer quantitative performance indicators instead of qualitative disclosure, in agreement
with the findings found in emerging economies (Merkl-Davies et al., 2011).

The DABEM and IM interaction terms (B = 0.450, p = 0.110) were not significant, that is, IM did not
significantly dampen the negative association between DABEM and FSP. Therefore, narrative disclosure
does not offer relief in mitigating punishments for financial manipulation in the marketplace. These
results are consistent with investor perception in low-trust settings such as Egypt, where narrative frames
can be regarded as rhetorical in trying to legitimize firm value (ElHawary & Hassouna, 2021; Merkl-Davies
et al., 2011).

The control variables largely perform their functions, as in Model 1. Leverage remains strongly positively
and significantly affecting future stock prices (B = 38.700, p < 0.001), indicating the previous
interpretation that debt in Egypt can also be employed as a measure of expansion or credibility.
Conversely, profitability (ROA) and firm size (LogTA) are still statistically insignificant, again suggesting
that these measures might be trumped by earnings quality signals to influence investors’ valuation
judgments. Notwithstanding that the adjusted R² increases marginally upon including IM variables in the
model, the overall explanatory power of the model is still limited to 15.6%. Such a tight fit is likely to react
to broader macroeconomic and institutional uncertainties in Egypt, namely exchange rate volatility,
inflation uncertainty, and capital flow volatility, between 2020 and 2024 (Hafez, 2023). This suggests that,
although financial and story reporting techniques prevail over market valuations, they are, in turn, pushed
by an extended range of economic and regulatory drivers that fuel investor reactions.

In conclusion, Model 2 favors the leading role of discretionary accruals in explaining FSP in Egypt's
capital market, but concludes that IM itself has no significant dampening effect on the market's negative
reaction to earnings manipulation. This indicates the changing, but conservative, course of Egyptian
investors' attitude towards narrative disclosures and calls for full financial and non-financial transparency
programs to restore trust in financial reporting.
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4.4 Robustness test

To verify the stability and consistency of the EM effect found in the earlier models, a test for robustness
was performed by re-estimating discretionary accruals under the performance-matched Jones model
suggested by Kothari et al. (2005). The model controls firm performance based on ROA, thus correcting
for the endogeneity bias automatically associated with typical accrual models. Considering Egypt's
remarkably high diversity and volatile economic situation, this is a welcome corrective measure for
properly evaluating the actual impact of earnings management on market value (ElHawary & Hassouna,
2021).

The results of Model 3 shown in Table 6 are very much in agreement with the earlier results. Maintaining
a statistically significant negative influence on future stock prices (B= –2.900, p = 0.001), the
performance-matched discretionary accrual variable (DA_PM) has a standardized coefficient (beta = –
0.226), which is nearly identical to that found in Model 2. This finding supports the conclusion that the
Egyptian market continues to penalize earnings misrepresentation, regardless of methodological
improvements in accrual calculation. Particularly, in an emerging market context increasingly shaped by
foreign institutional criteria and demands for IFRS adoption (Hafez, 2023), it also improves the reliability
of discretionary accruals as a genuine measure of managerial opportunism.

The interaction term DA_PM × IM was also not significant (B = 0.430, p = 0.119) and the IM variable (IM; B
= 0.570, p = 0.072) was still not significant. The claim that narrative disclosures, as they are now
implemented in Egypt, have little effect on investor responses to financial manipulation is further
supported by these data, which almost exactly match those of Model 2.  Czajkowska (2023) also came to
this conclusion, showing that in capital markets, where investors prioritize audited financial data over
qualitative statements, the IMNR index—that is, evaluating the quality of narrative reporting— does not
have much explanatory power.

Table 6. Robustness Check with Performance-Matched DA
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Model Unstandardized
Coefficients

Standardized
Coefficients

t Sig.

B Std. Error Beta

3 (Constant) -3.880 11.280   -0.344 .731

Earnings management
(DA_PM)

-2.900 0.870 -0.226 -3.333 .001

Impression Management 0.570 0.315 0.112 1.810 .072

DA_PM × IM 0.430 0.275 0.094 1.564 .119

LogTA 0.630 0.405 0.105 1.556 .121

ROA 11.250 15.150 0.051 0.743 .458

Leverage 38.800 10.180 0.259 3.811 .000

Adjusted R Square= 15.8%, F= 7.512, Sig.= 0.000

a. Dependent Variable: FStP

Leverage shows a strong and statistically significant positive impact (B = 38.800, p 0.05); therefore, it is
not very helpful in accounting quality indicators. These results match the structural characteristics of the
Egyptian capital market, where governance volatility and poor institutional coverage frequently hide
companies’ fundamentals (Hafez, 2023; ElHawary &; Hassouna, 2021).

Finally, the modified R² increased slightly to 15.8%, thus enhancing Model 2. This change shows an
increased ability to forecast accruals as we consider the state of the firm. The robustness study validates
the importance of earnings quality in influencing investor reactions and shows that the main findings
hold true, even with different model parameters. It also shows that investors punish firms that use
discretionary accruals even if they try to use narrative IM at the same time. This makes the case for
better financial transparency and investor education even stronger in the Egyptian market.

5. Discussion of Results
This study analyzes the correlation between DABEM and FSP on the Egyptian Stock Exchange from 2020
to 2024, integrating IM as a moderating variable, while controlling for firm size, profitability, and leverage.
These findings enhance the literature on emerging markets by offering empirical evidence from Egypt's
developing capital market amid substantial economic and regulatory changes. The results are discussed
below. 

5.1 EM and Market Valuation

The empirical analyses consistently demonstrate a statistically significant negative correlation between
DABEM and FSP (β ≈ -0.22, p < 0.01 across all model specifications). This finding offers substantial
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evidence corroborating the market discipline hypothesis, which posits that sophisticated investors detect
and sanction opportunistic earnings manipulation. The recorded coefficient magnitude shows that a one-
unit increase in discretionary accruals is linked to a drop of approximately 22% in the FSP, which is a big
deal for the economy.

The descriptive statistics reveal significant variability in EM practices, as discretionary accruals fluctuate
between -0.5984 and 0.6959 (mean = -0.0232, SD = 0.3365). This finding suggests that many Egyptian
firms use DABEM strategies. This prevalence aligns with theoretical expectations for emerging markets
characterized by fragile institutional frameworks and governance structures (Mlawu et al., 2025; Itan et
al., 2024). The time frame being examined (2020–2024) witnessed a lot of macroeconomic instability,
with currency values dropping by more than 50% and inflation rates reaching 38% in 2023. This may lead
managers to engage in earnings-smoothing activities to reduce perceived uncertainty.

The robustness of these findings is corroborated by the application of various estimation techniques,
including the performance-matched Jones model (Kothari et al., 2005), which yielded consistently
negative coefficients (β = -0.226, p = 0.001). This methodological triangulation enhances confidence in
the stability and reliability of the primary findings, alleviating potential concerns associated with the
model specification and measurement errors inherent in discretionary accrual estimation.

The negative coefficient of DABEM indicates that higher discretionary accruals are associated with lower,
rather than higher, FSP, and this must be explicitly reconciled with the theoretical framework. In
formulating H1, EM was implicitly viewed through a signaling lens as a potentially informative device that
could help managers convey private information about favorable future performance in a high–
information‑asymmetry environment, suggesting a positive association with stock prices (Subramanyam,
1996; Jiraporn et al., 2008). However, the empirical results for the Egyptian market show that investors
appear to interpret EM predominantly as opportunistic earnings manipulation rather than credible
signaling; thus, penalize firms with higher discretionary accruals, consistent with evidence that low
earnings quality and aggressive EM are priced negatively by capital markets (Healy & Wahlen, 1999;
Dechow et al., 2010; ElHawary & Hassouna, 2021). 

From the perspective of signaling theory, this pattern suggests that in Egypt’s evolving but still imperfect
governance and enforcement environment, the perceived cost of manipulation is not high enough to
make EM a trustworthy signal. Therefore, rational investors discount EM and, in line with the efficient
market hypothesis, incorporate their suspicion of manipulation into prices by attaching a valuation
discount to firms exhibiting higher discretionary accruals (Connelly et al., 2011; Haw et al., 2004).
Accordingly, the findings refine rather than simply contradict H1, while EM can, in principle, function as a
positive signal. The evidence indicates that under current Egyptian institutional conditions, its
opportunistic, value-reducing interpretation dominates, and this is how the results are interpreted in light
of both signaling theory and market efficiency.

5.2 The Role of IM
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In contrast to the theoretical expectations informed by signaling theory, IM exhibits a marginally
insignificant positive correlation with stock prices (β = 0.112, p = 0.072) and does not moderate the
negative relationship between discretionary accruals and market valuations (p = 0.110-0.119). The
descriptive analysis indicates that around 52% of firm-year observations demonstrate impression
management tactics (mean = 0.52, SD = 0.501), signifying the extensive application of narrative
disclosure strategies. The weak correlation between impression management and stock prices (r = 0.162,
p < 0.05) indicates that investors do not put much stock in qualitative disclosures when they try to figure
out how much a company is worth.

In contrast to evidence from developed markets, this finding aligns with emerging market characteristics,
where institutional investors exhibit heightened skepticism regarding managerial communications
because of governance concerns and information asymmetries (Ajina et al., 2015; Cormier et al., 2010).
The negligible moderating effect suggests that audited financial data are more important to Egyptian
investors than narrative disclosures when evaluating valuations, and it also shows that impression
control tactics do not mitigate unfavorable market reactions to earnings management.

5.3 Control Variables and Market Dynamics

The leverage coefficient consistently exhibits a positive and statistically significant correlation with stock
prices (β = 0.26, p < 0.01) and is supported by a strong bivariate correlation (r = 0.275, p < 0.01). This
surprising outcome illustrates the distinct capital structure dynamics prevalent in emerging markets in
contrast to expectations in developed markets. A high mean leverage ratio (0.5357, SD = 0.2358)
indicates that the firm relies heavily on debt financing. In Egypt, this could mean that the firm is
trustworthy and can obtain money from capital markets instead of being in trouble with money (Elsaman
& Alshorbagy, 2011; Evianti & Hasibuan, 2025).

Conversely, firm size (LogTA) and profitability (ROA) exhibit no statistically significant associations with
stock prices (p > 0.05) despite the presence of weak positive correlations (0.145 and 0.085, respectively).
This pattern indicates that macroeconomic factors and systematic risks prevail over idiosyncratic firm
characteristics in the Egyptian equity valuation models. The descriptive statistics for firm size (mean =
3.3028, SD = 0.7502) and profitability (mean = 0.0523, SD = 0.1391) illustrate the diverse characteristics
of listed entities. However, their restricted explanatory capacity highlights the significance of external
economic conditions in emerging market scenarios.

5.4 Implications for Model Fit and Market Efficiency

The small adjusted R² values (0.132–0.158) are consistent with findings in studies of emerging markets,
where external shocks and institutional factors diminish the utility of firm-specific variables (Mlawu et al.,
2025). There was considerable macroeconomic instability during the study period. For example, the
currencies lost value, the supply chain faced problems, and the rules changed. All of them make it harder
for traditional models of value to make good guesses. Statistically significant F-statistics (p < 0.001)
across all model specifications confirm the overall explanatory power of the variable set.
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These findings suggest an evolution in the efficiency of the Egyptian market, characterized by regulatory
reforms instituted post-2020 and increased engagement from foreign institutions, which have enhanced
investors' ability to identify and mitigate earnings management practices. This signifies a divergence
from previous research that revealed weak or negligible correlations between earnings management and
market valuations during Egypt's post-revolution era (2011-2019), implying heightened market
sophistication and improved information-processing abilities.

5.5 Theoretical and Practical Implications

The observed negative correlation between DABEM and FSP corroborates the market efficiency
hypothesis in emerging market contexts, suggesting that Egyptian investors possess adequate analytical
skills to detect and penalize opportunistic reporting practices. The negligible influence of IM underscores
the constraints of narrative-based disclosure strategies in low-trust institutional settings characterized by
investors' pronounced skepticism regarding managerial communications.

The positive relationship between leverage and price indicates that financing works differently in
emerging markets. In these markets, debt capacity may reflect a firm's quality and growth potential, rather
than financial issues. This finding has significant implications for capital structure decisions. This also
shows that when traditional theories of developed markets are used in emerging markets, they may need
to be changed.

Overall, the results show how important it is for financial reporting to be clear and how important it is for
regulations to keep improving to make markets work better in emerging economies. The findings indicate
that Egyptian capital markets are improving their management of earnings-related information; however,
numerous opportunities remain to enhance narrative disclosure and investor education initiatives.

6. Conclusions, Limitations and Directions for Future Research
This study provides compelling evidence that DABEM has a significantly negative impact on FSP in the
Egyptian market from 2020 to 2024. The working capital accruals model is employed in conjunction with
robustness verification using the performance-matched Jones model (Kothari et al., 2005). We find that
firms with high discretionary accruals face market-imposed valuation discounts. This finding supports
the market discipline hypothesis and shows that the Egyptian market is becoming more sophisticated as
investors become less tolerant of earnings manipulation. This aligns with findings from other emerging
markets (Haw et al., 2005) and demonstrates the potential impacts of regulatory enhancements post-
2020 and increased foreign investor scrutiny (Hafez, 2023), in contrast to earlier Egyptian studies that
suggest diminished market sensitivity (e.g., ElHawary & Hassouna, 2021).

We investigate the potential moderating effect of IM operationalized through content analysis of narrative
disclosures using the IMNR index (Czajkowska, 2023), on this relationship. Our findings indicate that
companies can use IM and DABEM simultaneously, as shown by the positive correlation between the
two. However, the interaction term (DABEM × IM) is not statistically significant. This means that the way
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IM is used in Egyptian annual reports right now does not make the negative market reaction to earnings
management less aggressive. This finding aligns with views on narrative reporting in low-trust contexts,
where qualitative disclosures may be regarded as skepticism (Merkl-Davies et al., 2011). 

Consistent with the current research on emerging markets, our models show constrained explanatory
power (Adjusted R² = 13.2%–15.8%). Factors influencing the entire economy, such as inflation, currency
depreciation, and international capital flows, are more significant than those affecting only one company
during this turbulent period (Hafez, 2023; Haw et al., 2005). Among the control variables, financial
leverage has a major effect on the variation in future stock values. This demonstrates how Egyptians’
market perception is altered by their great debt.

As this is the case in most studies, this study has several limitations that should be considered when
interpreting the findings and guiding future research. First, the analysis focuses on Egypt, an emerging
market, during a short and turbulent period, which limits the generalizability of the results to other
contexts with differing institutional features such as governance quality, enforcement intensity, and
investor sophistication (ElHawary & Hassouna, 2021). Second, the use of accrual-based models and a
binary narrative impression index to measure EM and IM is subject to measurement errors, which makes
it difficult to distinguish between opportunistic manipulation and legitimate reporting discretion.
Consequently, the estimated effects may be attenuated or biased by proxy noise (Dechow et al., 2010).
Third, the observational nature of the study and the reliance on regression models controlling for
observable firm characteristics means that unobserved factors, such as governance shocks or investor
sentiment, could jointly influence reporting choices and stock price reactions. Thus, the results should be
viewed as associative rather than causal (Connelly et al., 2011; Healy & Wahlen, 1999). Future research
should explore alternative EM and IM measures, extend the analysis to other markets, and examine
regulatory or institutional shocks to allow stronger causal inferences (Roychowdhury, 2006; Elshandidy &
Ibrahim, 2024). Bottom of Form

However, there are several implications for policy and standard-setters, governments, and market
participants in Egypt and other similar emerging markets. This study offers some significant policy
implications, where the significant negative market reaction to DABEM confirms that investors possess
the ability to detect and penalize such practices. However, the fact that DABEM is present and costs
market money shows how important it is for regulatory bodies such as the Egyptian Financial Regulatory
Authority (EFRA) to make rules stricter. More assured and severe penalties for earnings manipulation,
together with more rigorous audits, may help keep the market in check and reduce the likelihood of
companies reporting false information. A favorable response of the market should not be the only factor
that ensures accurate reporting. The high level of EM, as evidenced by descriptive statistics and the large
market penalty, points to management's potential to abuse their freedom in certain areas of accounting
standards, particularly when it comes to working capital accruals.

Promoting market efficiency and teaching investors as the market's ability to punish DABEM, especially
after 2020, is a good sign that it is becoming more sophisticated. Policymakers should continue working
to make the market more efficient, for example, by ensuring that information is shared quickly and widely.
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In addition, programs that teach investors can help domestic investors better analyze both financial and
non-financial information. This would improve overall market trust and discipline.

Understanding how leverage works in Egypt, where it has a strong positive effect on future stock prices
due to the unique financial dynamics of the market, where debt can mean growth or access to financing.
However, high leverage increases this hazard. Regulators must monitor leverage trends and ensure that
businesses possess strong risk-management systems. Investors and the financial system as a whole
depend on the balance between the need for capital and financial stability.

In summary, although Egyptian market forces appear to be heading towards higher standards for
earnings quality, proactive legal and policy actions are required to reinforce this trend, boost the general
credibility of financial reporting, and foster a more transparent and effective capital market. Hence, future
research may be directed towards investigating the effect of different earnings management approaches
on future stock prices using other moderators, such as the characteristics of the board of directors, audit
quality, and disclosure strategies. 
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