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The effect of financial reporting quality and corporate liquidity
on corporate dividend policy - an applied Study on firms listed
on the Egyptian stock exchange

Abstract

The purpose of this paper is to develop a new model for the effect of
financial reporting quality and corporate liquidity on corporate dividend
policy. The sample used in the current study consists of 1530
observations of firms listed on the Egyptian Stock exchange through the
period from 2002 to 2016. The paper concludes that the new model is
useful in explaining the effect of financial reporting quality and corporate
liquidity on corporate dividend policy. It finds that financial reporting
quality has a significant positive effect on corporate dividend policy.
Corporate liquidity has a significant negative effect on corporate dividend
policy. Free cash flow has a significant positive effect on corporate
dividend policy. Firm profitability has a significant positive effect on
corporate dividend policy. Firm size has a significant positive effect on
corporate dividend policy. Firm leverage ratio has a significant positive
effect on corporate dividend policy. To the best of my knowledge, there
are no Egyptian studies to date examining the effect of financial reporting
quality and corporate liquidity on corporate dividend policy.
Consequently, this paper contributes to the limited literature by
suggesting a new model for the effect of of financial reporting quality and
corporate liquidity on corporate dividend policy.

Keywords: Corporate Dividend Policy; Financial Reporting Quality;
Corporate Liquidity.
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sl alidY o) Jysaill Jil5h are e aililly o) G JBY) LYY apas
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e.g., Singhania and Gupta 2012; ) Gluhall (e ausadl Gé) adl
1= (Labhane and Mahakud 2016; Al-Najjar and Kilincarslan 2017
il sil) Al s ASEN A L) (il G Al Ay gine ol ADMe dgag
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One-Sample Kolmogorov-Smirnov Test

Dividend RQ LIQ FCF PROF Size LEV

N 1530 1530 1530 1530 1530 1530 1530
Normal Parameters®” Mean 15518382.78 .214 .108 .092 .029 6.66 .285

Std. Deviation 76770346.2 .223 .161 404 .054 1.489 .400
Most Extreme Absolute 461 .169 .136 .286 .290 .089 .238
Differences Positive 461 .160 116 .257 .202 .048 135

Negative -.420 -.169 -.136 -.286 -.290 -.089 -.238
Test Statistic 461 .169 .136 .286 .290 .089 .238
Asymp. Sig. (2-tailed) .000° .000° .000° .000° .000° .000° .000°
a. Test distribution is Normal.
b. Calculated from data.
c. Lilliefors Significance Correction.

Al il Lbagl clplaay) (3) ad) @ale

Descriptive Statistics
N Minimum Maximum Mean Std. Deviation

Dividend 1530 4727.087 870904514.0 15518382.7 76770346.24
RQ 1530 .00019 .99802 2147 .22369
LIQ 1530 -.9844 1.647 .10857 .16167
FCF 1530 -5.237 1.635 .0924 40422
PROF 1530 -.0096 1.1585 .0295 .05434
Size 1530 2.3073 10.868 6.6676 1.4896
LEV 1530 .0000018 6.0045 .28507 .4005
Valid N (listwise) 1530
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Model Summary

Model R R Square Adjusted R Square Std. Error of the Estimate
1 .610% 372 371 60862032.532557280000000
a. Predictors: (Constant), RQ
ANOVA?
Model Sum of Squares df Mean Square F Sig.
1 Regression 335144824730557540
3351448247305575400.000 1 904.773 .000°
0.000
Residual 3704187003994061.0
5659997742102925300.000 1528
00
Total 9011445989408500700.000 1529
a. Dependent Variable: Dividend
b. Predictors: (Constant), RQ
Coefficients®
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
1 (Constant) -29430175.513 2157325.588 -13.642 .000
RQ 209294496.830 6958057.323 .610 30.079 .000
a. Dependent Variable: Dividend
Al diygea (b AL i) Gl LR il (5) o) Gale
Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
2 .504% .254 .254 66309962.364113040000000
a. Predictors: (Constant), LIQ
ANOVA?
Model Sum of Squares df Mean Square F Sig.
2 Regression 22928130152689264
2292813015268926460.000 1 50,000 521.448 .000°
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Residual 4397011108730088.
6718632974139574300.000 | 1528
000
Total 9011445989408500700.000 | 1529
a. Dependent Variable: Dividend
b. Predictors: (Constant), LIQ
Coefficients?
Standardized
Unstandardized Coefficients Coefficients
Model B Std. Error Beta t Sig.
2 (Constant) 41524530.413 2042269.924 20.333 .000
LIQ -239524597.153 10489253.482 -.504 -22.835 .000
a. Dependent Variable: Dividend
Al 4y (B ) iyl (20 L) il (6) ad) gale
Model Summary
Model R R Square Adjusted R Square Std. Error of the Estimate
3 .878% 771 771 36772777.727605800000000
a. Predictors: (Constant), LEV , PROF , RQ, FCF, Size, LIQ
ANOVA?
Model Sum of Squares df Mean Square F Sig.
3 Regression 11586647935868597
6951988761521159200.000 6 856.850 .000°
80.000
Residual 1352237181803901.
2059457227887341570.000 1523
200
Total 9011445989408500700.000 1529

a. Dependent Variable: Dividend

b. Predictors: (Constant), LEV , PROF , RQ, FCF, Size, LIQ
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Coefficients®

Standardized
Unstandardized Coefficients Coefficients

Model B Std. Error Beta t Sig.

3 (Constant) -70274100.456 22514127.891 -3.121 .002
RQ 59985875.556 17669046.983 175 3.395 .001
LIQ -101978593.122 33974584.703 -.215 -3.002 .003
FCF 104368071.076 7431608.489 .550 14.044 .000
PROF 830954348.378 45659440.755 .588 18.199 .000
Size 6130630.273 3198475.746 119 1.917 .055
LEV 121456700.677 6601506.847 .634 18.398 .000

a. Dependent Variable:

Dividend
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