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The impact of the volatility of earnings and cash flows on
the capital structure: an applied Study on firms listed on
the Egyptian stock exchange

Abstract

The aim of this research is to study and test the effect of earnings and
cash flows and their volatility on the capital structure of the corporation
firms listed on the Egyptian Stock Exchange. Through the analysis of
previous studies, four main hypotheses were derived, and we used Panel
Regression to test the study hypotheses by relying on the EViews 10
statistical program, and by using data from 58 firms listed on the
Egyptian Stock Exchange belonging to thirteen different sectors, and that
during the period from 2013 to 2018. This study concluded that earnings
have a significant negative impact on the capital structure of the firms
listed on the Egyptian stock market, where the study found that firms that
achieve high earning levels resort to internal financing sources to finance
its investments due to its low cost and risks. The study also found that
earning volatility has a significant positive impact on the capital structure
of the firms listed in the Egyptian stock market; where the study found
that firms that suffer from increased earnings volatility resort to
borrowing to meet their needs as a result of increases the cost of issuing
shares. Finally, the study concluded that the cash flows from operation of
firms have a significant negative impact on the capital structure of the
firms listed in the Egyptian stock market, where increased cash flows
from operation in firms indicate an abundance of internal financing
resources necessary to finance their investments and no need for
borrowing, while the study found that although the cash flows from
operation volatility has a negative impact on the capital structure, this
effect is not significant. These results indicate that creditors are more
concerned with earning volatility information than cash flow volatility
information when making credit decisions.

Keywords: earnings; earnings volatility; cash flow; cash flow
volatility; capital structure.
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Agbiiaall ZL YL sl e s el

Jsb i ALl ) eadie 8 e 2 LY) il bl el dag
o) Edmonds et al. (2015) _uds ¢ (LY Qi (e aal) A8 il e ael)
saly 3l A @lld g (LY 8 bl e iy Hhalal 5 50 sall Gl ye sk Guuka
Sl 38580 5,0 (e aad Ay L Jilly Aadi el Call<all 6 e alad) ol 5 8
Jie dasuladl) 2ol sl Coagd LS A8 53] dad o S Lee dondd) ol Cilaal) aadas
ZL s Giiais 2L B bl e e il ) g peaddly cldl ) Al
cL e e gminy LY Gl sl o s g sl g
s oY LY i (e aadl G salaall Jaisll agun LS . (Jayaraman., 2008)
Cigll b el 3 dadgidll leally Gl eV ) cpaall pdyy Jaisall gas de il
iy Qi) LY Qe Jl 13 UL g bl Sl 35 )le caulial)
L i giall (s sl e LYY 3ol 6 Jidie oy oS ZL Y1 6 Qi o )
gy ol o U Lei Ahmed., et al. (2018) o ¥) .(Petrovic et al., 2009)
oS 068 LYY Qi Gy el Alaial o a4l Cas lpalaid) Gl e
LY Gl G A0l aa g Y ad ) Al clia g Lad cdgabamdl) e Y1 Dla
Aple ADe @l o A jall i g a8 (Agalall Apabeai) Cag ylall 8 agu) S se
&V ey Les edpabiai®¥) e Y 53 IS Aa) ~L V) g agal) S se o 8 S
e N ey ciplai®y) oY) DA i) # UV ) agul) sl o el
Agalal) Apoba®) Cag ol Jh 85 )sha SIS a g sda o GsSon Y agd e
Giodina) ol KB e e a Al L) JE ZLOY Qlis o ) Sl as g
oadll e da ¥ YA el el e (mliss) Y sag Lee Al da V) DA
55l ud 2L Y (s o Cao & Narayanamoorthy. (2012) s ¢ 3uw bae
B3 LY b dadije L Lol ) GO o g Cus b G ge el
cSlel danla e e
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Ler Aasi el lalaall g dliiad) Jaal el ag pall oS axe L V1 Qi Guidy
Sy Cpaiiadl ji5e 355 ZL V) s oY @llbg ¢ (Moradi & Paulet., 2019)
sl s Adwdll s 4l lelalia) 4pb e 45,40 5 08 a0 anli 4DlA (e
Sle S iy S5 LY clén ol @y L(Edmonds et al., 2011) el il
ud 418 L) il 1Y Ll Cua ALl L ad 5l A apaat die S i) <l
JPENG PN S PPVt R PN - SN\ R VP 0N| IS B FPP- PR P ENE.N
Jsad deju B 5% LY Qi 8 & oy .(Faulkender & Smith., 2016)
(omladll [ shidl o5 o(Dufour et al., 2018) Ji) Jul () JS sas il il
L Gl Gy Ay sies dpla ADle s of ) Dechow & Dichev. (2002)Jia s
il il Clus 8 A (sae (i CESIY) B2 ga o G (lBlEALY) Basa
dule ADle i o A Clubb & Wu. (2014) Jia s LS Akl g 401 A6
@ zboYL sl e souls ALY Al el s Gl Ge IS O LY Gl O
Saniall ASladl CilS i
ol RS e Lulad Jasiy LY il o bl e el Caaaf S
el O Closledl Bl aie 52l of Cum AS A Aady Lole Bi 4 s b
Josalll o A8SS S saaall ol il o lal Qhsall Jeay JW Gl 5 (3 sl
58 saal b)) ol Laes ZUL Y o s L (Petrovic et al., 2009)
Sl o et Sl igas lling gl e adyy gl dghaas e A4S,
dla s Trade-Off Theory ¢ sil d kil W JW o JSa e 7L Y1 wilis
e LY Gl 33L) o Cam ol ad) Ay ZLOY) QG dule Al
Gy Ol Ayl L el (alias¥ dams @lldg Lo 5 siume (e pidd lS )
5558 O Cpoaianall 5 Gma il o s il Y1 A a5 DY) hlae 3l
GOEY) ol axe hlae g s GlSd B aglsd LY s e
Jagaill gl Aujlai i mill ey ..(Moradi & Paulet., 2019)
@l iy LY i o sy ADle asa g @i 4y Pecking-order Theory
3 e el dle Jare il ) o pelinall @iy Cogas 2L Y1) Gl (Y @lldg L

16



Aa yo 338 N awe Jl 8 i Goal U Tl Sl Jrag g cppual) o) 305 (4
.(Chang et al., 2014) Lum

i ZLOY) QS A st b Al e el gl S8 ¢ Ban W Aa
O Sl Gy cliagiy ASLA Jle il JS e b5 o Jliely Il ad
Jsal (e sl 8 iy el bl dsis LoY) Gl G st dulu ADe s
sl s «(Huang & Song., 2006) cwalls «(Chang et al., 2009) Kl leia
Wy «(Ramlia et al.,, 2019) Luwisaly «(Daskalakis et al., 2017)
4l (e «(Serrasqueiro & Nunes., 2014) Jus_il s «(Thippayana., 2014)
S @l Ay ZLOY) i dle WD @llia o cld Al sy a5 )
(Deesomsak et al., Ljdley | )ity aDIG 4 Joall a8 Ligina e (Sl
Gl pall sy Glia g padll e s .(Handoo & Sharma., 2014) xigll s <2004)
Gmall e IS 8 I &80 Ay LY Gl (A siee dulay WD dla o )
Lulall o taad oo 5 L yi g WSaals g Luaill s «(Chang et al., 2014; Zhang & Liu., 2017)
O Sl Al ey g s 580 Aali e s «(Moradi & Paulet., 2019) ¢ swansS ol
UG e IS A dsine e oS5 ) ad ) daiy #LY) Al G dalay) Ao Sllia
(Rodriguez-Garcia & Wby «(Deesomsak et al., 2004) Ll jiul
1l 5 .(Ramlia et al., 2019) U iley «(Chen., 2004) cuall s <Budria., 2019)
i) DLl Gy S e ZU0Y) i 5 ol dilud) ol ol il cadial )
ARl olail 5 Sm g o (BNl SN (o ) (3lEEL Gl A8 o M) xd ) Ay
Lelua (Say ol dabad GlSOEN B L adl Ay LY QB o
G sl (e ol (a8 5 ) sea (8 AN (il
) Ay Ll JLa (ul 5 JS s gL ) QS o Aygina il ABDle 2331 H,

a
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ALal clibatl) A culgls LAl ASlud) clad ) Judady sl jiiul — -V
sl ) J o Lol Jarag

bl sy Gail cldal e Aluasl clogled) e € JSG k) o
A paliadl ) wilad oda ol Cus o Jall o By b clia ) dglad)
e ans ZL Y clegles cmaal LS (Ul Gl 3l (B Gaa el 5 (0 peinal)
L5 el Dhrily S 3D (oany Cuall Caa cdd A8 Sy IS0 A8l ool 5l 4818
@l e sles dpaal ol ) QN LY 8 el dladd) ulead b g 3
Jads Cus L(Edmonds et al., 2011) cedall 4 o Jil 5 48 <) joan LY duaal
Ge Y 4ild SN dids ged caiill awl W aliiel s =) o Randerson. (2004)
3ai) o ppen Aualall a2 gy S Jpalds J$ e JalSl) L)
Caag 4l Gl cApalaidl san g Y )l BLadl Jia e jliely Juadl) dadd Lo
Ly 8 oI Galie Juadl ey 4 ddadnl) dpad) i) il ) oo L)
o didad) dlaall labid) st A (e 4 el 4l 4 geal |l JleeY)
Y Al claa gl oy e Y8 gl dndaddl fabiall dadsl) il il
1S5 Lngnd s alliany omi Lo Gkl i) cilasles o SIS Labiad) a3
e 5 A aliad) el

LY elldg Aglaty) 5 dy b)) ol Sas 8 Ll il Al @iy A
el JSLie Apalai) saagl) cuiaiy o)) e g osodall 5,0 s muas
Aol @y m gl Cle ey dddiuall Claglly #LOY) gl dlee Jendi
S JSladl e ol (S Al il Jilas 3pkh e bl dla)
Oy e ae ) ey Algl) JSLies L JinilS Lalai®Y) sas gl L (e
e B Ol ) JS e aid) sl i el sl ol ) 8500 ellia
las 8 ) Lblad) a6 Oral & CenkAkkaya. (2015) dul o cidaginl (i)
adly L) Japladsll e s o U Jaglaal) e b 5 el el Gl el Ga
A el aaaty el jbiany Jlll drng i DA e iy ) Al
Ll sl A 8 5 ey el Gl Bt Ao U Al e Y1 dslua
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il jobas oo claglee Jig 4l G o ) adadll dglee cDlane aal (e e
8 Aty S Al 8 Al Alla sl DA e Sary dajlall g Aalal dpa)
LN slesledll (s gl Jilasy Jayaraman. (2008) i LS LALD) J sal
U Glaslaal s sinal of ) Al ciliagiy cleglii Jaeay Al il g
Lodie Gl g (daiil) il cpe A ) el ST L V1 (0685 Laie ol 3y Ayl i)
sl ) Al el jal) 8 il Ay L Apaad) i) (i e ST ALY i G S,
Sl Caald) Al () a8 ) Gy Lalie) JLd) Gl ) JS e dpail clas
Sl b A g Agail) By AR alatl 5 2 gm s (e (3Eall Canll AN i )
Juadl il 5 ysa & Gl Lol Aelua (Sayy iy ead) daludl @lS a8
r el e
oy Lulie JUl) Gl JSa g il BBl (G dygina Ayl ABDle 3355 ¢ Hg
c Al ad

eVl oSy JWl Gl S e il 3 dpail il dpeal ¢ Buw Les ey
a5 gise JlaeY) 8 3V (g0 san g wladl il cilial) 8, e
S8V en Al il aas o € e andy e <l )8 33 ) o
Gigan U (g% a8 Aol culianl) (s saly ) oY elldg L)) il g Ll s laeY)
o Al sl 8 dedsiadl e Al sl 8 S5 ey oS QA 8 saE Sac
IS il 3508 ane () 5ok dnlag) Al 4 i 2l g8 e QSLAD Dae ) il
o S A GO Gl QY cellael duaniy o Laliall Gl Lelalaa) Gl e
il Gae awy Adadl el Jysal Gl 8Y) ) el gal giall jhlis sal)
Gl JSa ol (s s e S Al il Q6 dasi oy o sl S e
. (Harris & Roark., 2019) «ils ;i Jl

Gl oo Al Gl 4 clena Gigaa 4l ARl clEbal) QS G
gy Ml ey sl 8 Uacley ol cilinl iy slaa¥) Gld &5 s cad siall
(Oral & CenkAkkaya., < il & s sill Jie daadil iu¥) <)) 3 3358 (1
cilinll o jleall Al Clus DA e dpaiill clsa) Qi Guld Sayy .2015)
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Cnopdall ol die age paie a6l LN QIS ey gl gl e Baal dubainl) 4paal)
Minton & _aluy .(Memon et al., 2018) 4Dl ) ad )l dpss daaty Ll
el bl (mleas) ) o el i) (il salj of Schrand. (1999)
& ns e Al JUll ) CallSs gl ) sag 4 LS gl g Canall g Zalland )
Aol Y Jgasll 3,80 rlial Jlaia) (o alh 5 Y Gpall bl Qi a5
3% Aail il Q3005 o) Cus elly ALl Gl e Liad 23 i el
oo sheall L aae 3oy 31 s s JA Jygal) a5 805 )
Ja o dpadl) el (s i el e sl clgle s e W daiig
2l b caoia) dllin S L cpual) 5 1S el 8 il il sda o V) cJlall
QlE A giee dulay) A @llia of ) b Jall Gamey cilia g Cua ecalad pall @l
(Keefe & 1Sd & L gl oy Lilie JW ol JSa s dsil) cliax)
Keefe & Yaghoubi. @ <us <Yaghoubi., 2016; Harris & Roark., 2019)
A5l Sl b Jl Gl JSe e Al s (s i lasly (2016)
EENCPRG PYONY] g DUV g IRCH DU ] [P SVERE TV VRPN [RPR T REWE R L JUREC IR R P
Sl I da¥) Al il SNV Ay Jsal) Maa) I da¥) 6 pual cild 5N
A o gaine ol il Al Gl sl (s o L) A ) clagy o sal)
dua o J Harris & Roark. (2019) Jua s LS AN ) goal) Ganilial dunlly ) gl
Jul Gl JS b sl aladiad y dpall Bl Qi Gn dulag dsiee A
Laal) sl mliadl e b Al clSal dually dala A ) il
dag A Cua hadial Aol dgadl cl@al il Gl ke e @llyg cdaladal
sl die sl Bl I Tali W i e b Aab i Ll o6 3 Sl o
dulay Lgiee ADe la of N Maia. (2010) Jasi LS Ll dpaiil) colsdall s
LS Sy ) Sl b ) a5l A g Al iy Adag yall laladl) 5oy oo
L) o Cus ASLEN A Gl an A LA (s siee daip ) Blisiul JaT O
coolay) Jhalaa ol s ddle A8ilan Cigan Jlaial 3l ) (a5 dgaiill culiaal el
L 3all Adlal) Gadll (mlad dagm o) @Y1 ) Sl Ll phaladl) sda golily
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4 Gw 4D Edmonds et al. (2011) Jsbi «s Al 4ali Gay . gall L el
A e Sl 8 Al el AdlSy Al bl cpdld) cpllaall clad g
Olladdl il s 38 b A ol Bia ) lSoal of ) A ) clia g
leiat (mleay ddlaal Ji ooy o) Jaa) allSs Lol mids ol
Qi Bl e Alas AN @l il o ) Bates et al. (2009) Juas LS L )
G L) a8 Jlalie ol Agal sal 5onS oy Apals Jgualy Jafiad ki) i)
W s o Al caag A gl 1 daud DAl Al sl A e
L) b Ay sl J ) A sina dailay)

Dle dua 4 ) Memon et al. (2018) Jas 38 ¢Guw laa (il e
ALYl dgiall Sl 8 Il a8l Ay Apaill B Sy ) sine dpule
el BN o A gine ApSe ADle dlla af ) Aol ln i eelld )
)l saly ) (e (lad ) Sl o Al Coa g G sl Bl Jal
bty 3dagi el A yaall U el e 30lnd Ja) 5 juad s o Jsaan) Juaii Gyl
iy B ol Al el ol il CaaY dagig DY) Jhlie papsiy el
il 5all 5,3 e Sl () g Aty W) JLl Gl S e Gpoid) i)
GV Gl @il Calll Q6 il Jsall b Al g A0 el el gl ) Al
A @l Ay Al il Qs Gy AD sladls dgay e Biall Caall
e dadl il 3 )ea (Bl N Ga il ddlua (Kay iy padl daaludl IS A
Hal el
Jnady Ll JLal) Gl 5 b g sl culBban) QB oy Ay gina A ils ABe 23531 Hy
c Al ad
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A Al ) — £ -
Al Al ol g 6 uitl) ol A 5 Al ke sl ol (g i
dAiudatl) A ol cdaa -\ —¢-V

) b L) sl 8 ) im gl A (s0e Sia) ) Aal) )yl Giangd

Aalud) @l€a) 8 Ol Gy dSe o Legli Jaeey Zpalll el g #L,Y)
t SIS daad) (i 8l 5 ) s (B At I Caal (g 8 delua (Sayg oAy padl
N Ay Ll JLa) (ol ds g 580 duny; o A sina Auils e 32651 Hy
el
N Ay Ll JLa) Gl 5 JS s gL ) QS G Aygina il ABLe 2351 H,
RN
Ly Llie Jlad) Gl JSb g Aaasl) clBda) o Agine 4l ADe aa g8 @ Hg
R PE R
Aoy Lalie Jlall (il JSb g Aol cilBBasl) s oy A gina 4,005 Aide s gi: Hy
) &
tod Al Le g adina —Y—£-V

Dla 4y peaall a3 52l Lealisal) S AN maen 3 Al o)) adine Jiciy
Slatial day @y (IS AN oda e dbe LBA) Ay YVA Sag YOOT (e bl
Slim cAdlida mload] 5 ul cililliia s Lalaii ae) sl Lge gunal | ylas LAl g Uadl) S
ine ey AL L sass gleal Waay Ulae Adle 3 Lo pid e
dne Al & aily Ay pead) dasdl sad) clS AN A g Ay ) A
<5 Ay ead) ALl (3 ) A ) g Bl Aaalusal) S A (e 3S 5 (OA) (e R3S
IRy — da sl b el S e hugie o Lle cCalide gl e 35 L)
Ay e lys S50 (VVF) &l 3 Y04 ale ce — Al cilendl @S by &gl
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Lol (YoV A=Y OO Y) 5l DA cllly il adine g L %¥Y.0 Guall Jic
ol Hall 358 (IR saaldie YEA Jalay
taddieia) Alasy) 73 gadll g Al ol i e (b g Cimagi — Y- £V

& JW Gl JSe o Ll Janay Gpail il y ~LY) (e DS 1 lasY
Gaclhd il 3 ysma 3 Al cilily o Gl all adixie Ry puad) Zeabud) S
sl A 3y jead) Guasdl 6 sade Aealus 4S8 (0A) cilily s Panel Data
Sl slae¥l Pa e @iy il s daa (e GEaall dllig (YVA-YLNY)
il lasl # 3 sal

LEVii=f + p1 Prof; + > ProfV; + P3 FCi + p4 FCVi + S5 Sizejt + fs
Ageit + f7 Growth;; + s INTi; + &

Al et g ASLEN i i rdua

s e Al Ll < i of Al Al (g 8 ey Bl 73 sl (e aay

lea) dad VA (e Ml w1 sty 4l g el uly JSob i) i) i
(e.g: Frank & Goyal., 2009; Faulkender & J sV sl e il 5N
.Smith., 2016)

AR ) ) i) —

gl g el J8 ZLLY) dad DA e 4nld awg Prof Asydl Ay, -
(e.g: Kayhan & Titman., 2007; Bates et al., Jsa¥l e o Dyl
.2009)

et 53al (5 bmall Clal) Clus DA e 4l iy (ProfV gl qulis —Y
(e.9: Bates et Jpal) Jlaa) o oDy s 2 gill g il juiall S #L Y1 Gl & i
.al., 2009; Rodriguez-Garcia & Budria.,2019)

lea) oAbl Dual Bl e A e 4ul pi g :CF 480 cladail) -y
.(e.g: Jayaraman., 2008; Oral & CenkAkkaya., 2015) J saV!

sl (5 lmadl Al Clan DA (e 4l ey :CFV 48l clidadl) cuis —¢
(e.g: Jayaraman., Jsa¥) Jlea) o Glail Gl sl dud Cf g gaed
.2008; Memon et al., 2018)
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1Al ) @ i) —

(6.0 dsa¥l JeaY ruhl aile sl 4nld auwy :Size A aaa )
Almeida & Campello., 2010; Kayhan & Titman., 2007; Faulkender &
.Smith., 2016)

A, Jaaad die < giaal) aaed mpnhal) Q5 e gl 4l S g tAQE AS AN s Y
(e.g: Chang et al., 2014; Khémiri & &4 padl L0l 3,83 a5 A Leagd
.Noubbigh., 2018)

PIA e lldg JpaY) Mea) & sl 4uld 2y :Growth 4S,a) gai Jaea -
(Rl Al 8 Joal) Jan) 4ie bag ke 3l 2 4 Jeal) ) ded
(e.g: Chang et al., 2014; Zhang & Liu., 4l il & Jsal) ) o
.2017; Khémiri & Noubbigh., 2018)

Cigpnae Aol VA (o Alun g 53080 Janay 4uld o g INT gl Adlss —¢
(e.g: Handoo & Sharma., 2014; Jal¥) 3 jsad s il gha el 53N Maa) o 3500
.Zhang & Liu., 2017)

gy g 5 Bl Slasy) #isaill Ldsls Al A A (g b daaa gae LAY
Logalii Jana s 2ol cliBail) 5 =LY e SIS (AR oladl s 29n 5 (530 (s (383 )
A <l ghadll ¢ Loy a s By peaall Aaalusddl S 58D 8 W Gl JS G
Al 23 gai ) pusial Bl Y1 el g A ol Clelian) e -

.(Unit Root Test) sas gl jaa sl &) ja) -

.(Co-integration) & jiidl Jo<ill jlsal o) ja) —

A ol =3 sl Panel Regression Jlassyi Qs ¢ ja) -

Al 2 g3 gad il LS ) cDlalaay L gl cislany) Y

Gaat Al @l i dga gl clilasy) (V) A Jsas clily zas

daleay Skewness (S) ol sl dolaay ccidill Gapliag iy Sl de 3l Ganlia
(e gy sl G aid Ll Y CDlles ddsiass (Kurtosis (K) gdadll
Cialy G Al il e Gl G Al Bli ) aa g Y 4d (ol V1 A shuas
e LY 13 oY) «(Size & CFV) g dllig (+.0Y~) 4 gime bls ) dle 5 48
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Shan¥l Zisall Jl ¥ Ml <Multicollinearite 418 asay Zlinuy S
Multi- s < siad)l o saiall Jhall Ll ¥ A6 sy e Al

.collinearite
Ll ) cdlalaa 48 shuan g diua gl) cilplaal) (V) o) Jg2a

LEV PROF PROFV | CF CFV SIZE AGE | GR INT
Mean 0.39 0.09 0.05 0.04 0.08 8.67 1.27 0.09 | 0.03
Median 0.38 0.08 0.04 0.04 0.06 8.67 1.28 0.05 |0.01
Maximum 1.29 1.71 0.74 0.5 0.41 10.73 1.56 1.25 0.2
Minimum 0.05 -0.57 0.004 -0.43 0.003 5.96 0 -091 |0
Std. Dev. 0.23 0.14 0.06 0.11 0.07 0.78 0.15 0.21 0.04
Skewness 0.84 4.42 5.86 -0.12 1.92 -0.38 -3.59 14 1.86
Kurtosis 4.24 60.04 61.18 6.14 7.92 3.86 2751 |9.63 7.5
Jarque-Bera | 63.13 | 48300.63 | 51063.02 | 144.00 | 564.08 | 18.98 9456.5 | 750.4 | 494.1
Probability | 0 0 0 0 0 0.000076 | O 0 0
Sum 134.14 | 32.49 18.56 15.12 28.45 3016.96 | 440.9 | 3155 |94
Sum Sqg.Dev. | 17.94 | 6.42 1.15 4.16 154 212.0562 | 7.38 15.52 | 0.45
Observations | 348 348 348 348 348 348 348 348 348
LEV 1
PROF -0.08 1
PROFV 0.19« | 0.38+ 1
CF -0.1*%** | 0.24~ -0.03 1
CFV -0.1% | 0.09%= 0.21+ 0.0003 |1
SIZE 0.39~ | 0.03 0.02 0.059 -0.52+ 1
AGE -0.25+ | 0.16+ -0.07 -0.06 0.06 -0.15+ 1
GROWTH 0.16~ | 0.22* -0.04 -0.01 -0.06 0.14~ 0.051 |1
INT 0.19+ | 0.13** 0.09# 0.02 0.12» | 0.18~* -0.01 0.04 1

*** Correlation is significance at the 10% level.
:(Unit Root Test) saash jia jLas) ;G

Do) g2 ) e Y Bla Y COlleay Ata gl Glibaal) (a2

(EViews) Suas !zl il i aladiuly bl dlae) : jaadl
* Correlation is significance at the 1% level.
** Correlation is significance at the 5% level.

G yite on i JWlS5 @llia S 13 Lo sty dad ol el il el Judlad)

25




saasll i ladl) aadiing JPanal Regression lassy) Juas of ) Jd 4l A
i Age 3l Judladl il aae gl s aaadl (Unit Root Test)
Saasy) eICEe coatl A Al el i duie 31 L) ) e oS @l g A al)
Oe Ala saisale dyshall Ja¥) G 4 dplad) @l peid) o iy Cua il )
Ay b 4N \)L;, .(Steady State Equnlbrlum) O s s Lale (sl ) EY)
b «(Non stationary) s e e dpuladll <l il dgie 3 Judlad) o5 Glal)
Gt ol Gl Al 5o 8 Al a2l mbeas Y Allal o3a i
(Spurious <&l 1 Jlaaih ewy Lo I @lld 05 Cum o(Level) Al ) sa
Ko Y (R DW, F, T) dilasyl i jlial¥l s o o Jally, <Regression)
(bl s gl e S OIS 1) 8 e Lo kel Agie 3l Alulud) iy Llgle slacY!
Sz 138 (Heij, et al., 2004) Ge3l e Wl il Ay 3l Alulully alall ol
< e (e e JSU (Integration Order) JelSall 45y o da o aaas ) dslal) e
Baa e Al
Gosiall )l sae paadl saa gl i sl & (V) M) Jsaall magg
Al <l Laa) Am ) bl Wy ldy oY) leavas 3 Al o 6 53sasal
Pesaran and (PSW) _lssl (¥) .Levin, Lin & Chut (LLC) sl (V) 25
Fisher (PP) _uial (¢) .Fisher Chi-square (ADF) _uia) (Y) .Shin W-stat
.Chi-square
Ay sina ol pial) gaeny daalall clilany) of day V1 LAY &8 (e iy
{NON 5 e e A jall il dgie 3l Alubad) (ol QI aaell i b (gad y iny Lae
Au ) ot Adeld) Aatad oL Jadl @ Jsds Stationary}
il aea of )zl i LS L(Levin, et al., 2002) {Stationary} § i
o B il paial) aaead Aia 3l Abudad) o (ol ¢1(0) L daall (e 055 LelalSs A
L shaY) Leaia s
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(Unit ROOT) (dbasy) g3 saill ) pita ) jiiad JLid) gilii (Y) b, Joaa

4u, PP Test ADF PSW LLC Test [ i sl
ixiall Test Test
) 199.775 | 164.229 | -2.33245 |  -23.1396 LEV
(0.00) | (0.0022) | (0.0098) (0.00)
) 204.703 [ 167.841 | -2.82007 | -18.6692 PROF
0.00) | (0.0012) | (0.0024) (0.00)
) 163.108 | 141.782 | -6.75343 | -78.9664 PROFV
(0.0026) | (0.0052) | (0.00) (0.00)
10) 275504 [ 213.858 | -4.4158 -17.5843 CF
(0.00) (0.00) (0.00) (0.00)
) 230.815 [ 187.673 | -6.6042 -33.2023 CFV
(0.00) (0.00) (0.00) (0.00)
1) 243.786 [ 204.192 | -7.12194 | -21.6703 SIZE
(0.00) (0.00) (0.00) (0.00)
) 1071.71 | 1065.81 | -262.821 | -77.3906 AGE
(0.00) (0.00) (0.00) (0.00)
325.013 [ 239.294 | -6.01501 | -24.3275 GROW
1(0) 000 | ©.00) | (0.00 (0.00) TH
) 154.115 | 12829 | -3.29776 | -31.8147 INT
(0.00) (0.005) | (0.0005) (0.00)

(EViews) has ¥ malipll s jie aladinls Gl slae] : jaadl)

:(Co-integration) & idall Jelssl) Las) ;BN
Jalsall las) ol ya) e Al ol et dgie 3l dudlall il e 2SED 2y
Sgay (ye S @iy caniiuall las) z3saill ) i o Cointegration @l i
oab A Kao Test jial aladiuly elldy caade (ga 73 salll <l it o 4y il A
sy «(Kao, 1999) zisell il yiie Gn e JalSi aa g ¥l 4l aaall
Suaa) Zdgaill & juia (e Kao Test & jidiall Jalsall jlial il (V) a8 Jgasl
dflas) of Kao Test ¢l juiall Jalall jlid) il e iy Aag ) (s il (alal)
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i ol dlia b did) il Jalg paedl G b Sian Lea chgine JLEAY)
Al ) 23 g <l ki G Bl ADLe lia 5 dgadl @ e G

A ) zigal i e ¢ K@0 Test & jidall Jalsill JLas) ailii (¥) a8, Jgsa

Prob. t-Statistic

ADF 0.0002 -3.519858

(EViews) has ! malill Sla jie alaainly Gl slae : jaadl)

4 42 £ 3 sail Panel Regression Jjaaiy) dilad gl :la

[PPSR I W TN CR JSVECI g SIS - L R W R YN PV U OR.H
Jalss dllia o Kao Test Jlial gl i LS «l(0) LelolSs 45y of Any Las ¢ oY)
z3saill Panel Regression _lass¥) Jidas o) jaf aiae 121 oz 3 gaill &l jpuiia (o jidia
<_=all Hausman Test Jlia) o) ja) sies Jlasill Jilas o) ja) Jdg Al jall Slasy)
A S 1Y Lyt cCanagl) Gl elasl e WD S s bl e
Panel EGLS jlasiy) aslul o Panel fixed Least Squares lasi¥) csll axsiud
o) Hausman Test sy paall b aing «(Cross-section random effects)
oaill saly o A Jadl) g al Panel fixed Least Squares a1 sl
.(Gujarati, 2004) J.=8Y! s Panel fixed Least Squares lasiyl <sbul o Jsad)
Jlia) &8 e mahs Hausman Test lod) &5l (£) a8, Jsaall gadlyy
Ol Jsdg axall b by e Lae Ay gine LAY dgiliaa) of Hausman Test
AL sl gl s Panel fixed Least Squares Jasi¥l <ol ol i
Al jall Glasl) #3 sail

Hausman Test _Lad) gilii (£) A, Jgaa

Chi-Sq. . . . ;

- Sal) laasy) |
Statistic Chi-Sq. d.f. | Prob pidkal) Jlaad¥) @ sbu
17.706614 8 0.0235 | Panel fixed Least Squares

(EViews) Jlasy) mali il cila jae alasiuly caalil ) jaadl)
ol ol ja) LSy Al ol zasas LAY A Jlaad¥) Giglal o Capaill aay
dalai =35 (0) ady Jsaall masyy xlill me s Panel Regression lasiyl
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Slo Lealii Jana g Aol il g =L Y1 000 DS Ul A A jal) # 3 el jlasiy)
Ay ) daaluall @l€ il & Jld) o IS
Panel Regression _jaad) Juas zilii (0) a8, Jgaa

Variable Coefficient | Std. Error t-Statistic Prob.
C -1.711609 0.465877 -3.673954 0.0003
PROF -0.329093 0.067036 -4.909238 0.000
PROFV 0.858479 0.169184 5.074239 0.000
CF -0.11905 0.060343 -1.972902 0.0495
CFVv -0.195073 0.165364 -1.179659 0.2391
SIZE 0.193894 0.052759 3.675069 0.0003
AGE 0.315837 0.106185 2.974407 0.0032
GROWT 0.083054 0.033447 2.483178 0.0136
INT 0.540931 0.294627 1.835982 0.0674
G5 Baga

R-squared 0.835614
Adjusted R-square 0.797724
Durbin-Watson stat 1.421158
F-statistic 22.05347
Prob(F-statistic) 0.0000

(EViews) Slasy) zabill cila jaa aladinly Galidl dlae) 1 juadll
L) e OS Om Apgina Bl Ale Al o Jaad) st il ma g s
Aaalusdd) cAS,E 8 W Gy JS oy Al Al clally ALY i
Ssn o P e AFT= (RY) el sy G ¢ L pd )l Ay Aulie 4y jead)
Oo W e (S Ay paddl daaluddl @l 3 W Gl dSe 8 sl e %AE
LS dhaay) zisall lgle dady Al alsad) 8 caas ) el D
()-£) &L Durbin-Watson Jelee dad of LS %) dic 4 sinay daii pe (F) dilias)
Les cAuto-correlation 8 sl cu dlas) ANs <3 13 Bl aa s ¥ 4l iy Lae

Rl A8 ey g caadiuadl  Suaal) #dgaill 3aga Je dy
Aoy AS,A) Ly o Al Agsine ADe dlia o) sl Jdad S s
Jelrs G il Cam oy padl) daaludl @l€oal 3 JW) o) dSe 8 L) &)
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Josall jobias 4US axe Alla iy cla jhliey Lgals Galiad) Ca elldy Ll lia
Pecking- 4k s G853 @lldg ¢y soall Lol g dam Jlall Jysaill poliae ) Lol sl
Al Jsds Js¥) il paall b b i 4dld (3w Wl 4y cOrder Theory
Bpusty Lalie JL) Gl o 5 S50 Gy By sine 2,80 A8e @llin ol AN o
Ll @)

A ga Aygine ADe dllia o i a1 il il b =LYl daally Ll
Ay paall Laalusdll Sl & W Gl S 8 ) @) g 2L Y1l g
SV el ga s %) Aysine s giue die dlldg 1 ACA = PROFV Jeles G &y Cun
Los ¢ ya ke Janay allay # LYY i 30l (e (et () lSOEN (o painnal) old
ki ae 85 Qldy ol I Ll S Jaagy caen) o) &S e 3
A Ga bl sl (ad (@b, LS 4dld s W dagus «Pecking-order Theory
oo JSa s LY Qi G By siee Bl ADe Glia ol B Qo) (il J el
Tl )l iy L JLal

e dia o g V) didad pln Gl dledd) Al sl Ll U
G W Gl dSe A L) bl Ay Aladl) Al Bl o Adlu 4 gl
G sime dic @iy v V4= = CF Jalee dad aly i Ay paddl daalud) S il
Jasaill 3 ) ga 5y () i Aabianal) pail) i) 3305 of ) @l ga s <%0 A sina
oo G 13 o a il Jysall Y Aalall aae a3 e sl lain) Ja sail de D Al
adadl a B (ab ) i 4ild Sus L dag g (Pecking-order Theory 4, ks cili) il
Apail) Bl Ay giee G il ADe @l Gl JHEN o) (gl g ) (g
Tl )l Ay Llie Ll 5 S 5 Adiecial

Sl b 3 Caaa o) Alaeal) Aol o) il dpually g s AT Lals (e
) Gl 5 IS e b il L Al Aol i) s o e e ) e adl
cleall of ) il ol ity g gina g Ll 13 oY) D ad) s Lulie
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PAgEl) Jalai A A iyl A jal) il (el (iSay
G Ay Llie JW Gl S e Wl Lgine 180 Bpladl 2L Y1 S5 -
w5 paall L) (3 N1 (5 s A Bl Aaablsall SN 8 L)
Gy Wl JW G 08 e g Lsine 18 dpulsdl L3 (6 iy -
L) L) (3] 3 sm (d Baiall daablusall Syl 8 L) o)
Ay Lalie JW) Gl S e Linge Lsine il Gladl) dpoil) sl jg -
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Ll Y1 cBlalaa 4 giuaa (1) Ggalal)

Covariance Analysis: Ordinary
Date: 12/10/19 Time: 13:18
Sample: 2013 2018

Included observations: 348

Correlation
Probability LEV PROF PROFV CF CFV
LEV 1
PROF -0.08042 1
0.1343 -----
PROFV  0.196855 0.383078 1
0.0002 0 ----
CF -0.09472 0.238337 -0.02684 1
0.0776 0 0.6178 -----
CFV -0.13062 0.09085 0.205754 0.000333 1
0.0148 0.0906 0.0001 0.9951 -----
SIZE 0.386213 0.033738 0.023253 0.058303 -0.51481
0 0.5305 0.6655 0.2781 0
AGE -0.24989 0.156812 -0.07011 -0.06062 0.059782
0 0.0034 0.192 0.2594 0.266
GROWTH 0.156361 0.216758 -0.04043 -0.01118 -0.06057
0.0035 0 0.4522 0.8354 0.2598
INT 0.187854 0.127908 0.089695 0.024131 0.121024
0.0004 0.017 0.0948 0.6537 0.024
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SIZE

0.139163
0.0093

0.184144
0.0006

AGE

0.051295
0.34

-0.0193
0.7198

GROWTH INT

0.044241
0.4107



(Unit Root) (Auasy) zdgaill & pitia f jitia) JLEd) (V) alall

Panel unit root test: Summary

Series: LEV \

Date: 12/10/19 Time: 13:22

Sample: 2013 2018 |

Exogenous variables: Individual effects

Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0

Newey-West automatic bandwidth selection and Bartlett kernel

Balanced observations for each test

Cross-
Method Statistic Prob.** | sections | Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -23.1371 | 0| 58 | 290
Null: Unit root (assumes individual unit root process)
Im, Pesaran and Shin W-stat -2.33245 | 0.0098 58 | 290
ADF - Fisher Chi-square 164.229 | 0.0022 58 | 290
PP - Fisher Chi-square 199.775 0 58 | 290
Panel unit root test: Summary
Series: PROF |
Date: 12/10/19 Time: 13:23
Sample: 2013 2018 |
Exogenous variables: Individual effects
Automatic selection of maximum lags
Automatic lag length selection based on SIC: 0
Newey-West automatic bandwidth selection and Bartlett kernel
Balanced observations for each test

Cross-
Method Statistic Prob.** sections | Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* | -18.6692 | 0| 58 | 290
Null: Unit root (assumes individual unit root process)
Im, Pesaran and Shin W-stat | -2.82007 0.0024 58 | 290
ADF - Fisher Chi-square 167.841 0.0012 58 | 290
PP - Fisher Chi-square 204.703 0 58 | 290
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Panel unit root test: Summary

Series: PROFV |

Date: 12/10/19 Time: 13:24

Sample: 2013 2018 |

Exogenous variables: Individual effects

Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0

Newey-West automatic bandwidth selection and Bartlett kernel

Balanced observations for each test

Cross-
Method Statistic Prob.** | sections | Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -78.9664 | 0] 58 | 290
Null: Unit root (assumes individual unit root process)
Im, Pesaran and Shin W- -6.75343 0 58 290
stat
ADF - Fisher Chi-square 141.782 | 0.0521 58| 290
PP - Fisher Chi-square 163.108 | 0.0026 58 | 290

Panel unit root test: Summary

Series: CF |

Date: 12/10/19 Time: 13:24

Sample: 2013 2018 |

Exogenous variables: Individual effects

Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0

Newey-West automatic bandwidth selection and Bartlett kernel

Balanced observations for each test
Cross-

Method Statistic Prob.** | sections | Obs
Null: Unit root (assumes common unit root process)

Levin, Lin & Chu t* | -17.5843 | 0| 58 | 290
Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-stat -4.4158 0 58 | 290
ADF - Fisher Chi-square 213.858 0 58 | 290
PP - Fisher Chi-square 275.504 0 58 | 290
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Panel unit root test: Summary

Series: CFV |

Date: 12/10/19 Time: 13:26

Sample: 2013 2018 |

Exogenous variables: Individual effects

Automatic selection of maximum lags

Automatic lag length selection based on SIC: 0

Newey-West automatic bandwidth selection and Bartlett kernel

Balanced observations for each test

Cross-
Method Statistic Prob.** | sections | Obs
Null: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -33.2023 0 58 | 290

Null: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-stat | -6.6042 0 58 | 290
ADF - Fisher Chi-square 187.673 0 58 | 290
PP - Fisher Chi-square 230.815 0 58 | 290

Al Al 23 gad il paia (e K@0 Test &l jidiall Jalsil) JLGA) (£) galall

Kao Residual Cointegration Test | | |

Series: LEV PROF PROFV CF CFV SIZE AGE GROWTH INT

Date: 12/10/19 Time: 13:36

Sample: 2013 2018 |

Included observations: 348

Null Hypothesis: No cointegration

Trend assumption: No deterministic trend

Automatic lag length selection based on SIC with a max lag of O

Newey-West automatic bandwidth selection and Bartlett kernel

t-Statistic | Prob.

ADF -3.51986 0.0002
Residual variance 0.011605
HAC variance 0.007616
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Hausman Test JL5a) (0) (@alal

Augmented Dickey-Fuller Test Equation

Dependent Variable: D(RESID)

Method: Least Squares

Date: 12/10/19 Time: 13:36

Sample (adjusted): 2014 2018

Included observations: 290 after adjustments

Variable Coefficient | Std. Error t-Statistic | Prob.

RESID(-1) -0.75348 0.056179 | -13.412 0

R-squared 0.383614 Mean dependent var -0.00073

Adjusted R- 0.383614 S.D. dependent var 0.110117

squared

S.E. of regression | 0.086453 Akaike info criterion -2.05499

Sum squared 2.160031 Schwarz criterion -2.04233

resid

Log likelihood 298.9728 Hannan-Quinn criter. -2.04992

Durbin-Watson 1.597305

stat

Correlated Random Effects - Hausman Test

Equation: Untitled |

Test cross-section random effects

Test Summary Chi-Sq. Chi-Sq. Prob.
Statistic d.f.

Cross-section random 17.70661 8 0.0235

Cross-section rand‘om effects test comparisons:

Variable Fixed Random Var(Diff.) | Prob.

PROF -0.32909 -0.33604 | 0.000314 0.6953

PROFV 0.858479 0.892896 | 0.002541 0.4947

CF -0.11905 -0.12203 | 0.000087 0.7495

CFV -0.19507 -0.14136 | 0.002611 0.2932

SIZE 0.193894 0.123474 | 0.002059 0.1207

AGE 0.315837 0.148884 | 0.00319 0.0031

GROWTH 0.083054 0.102229 | 0.000173 0.1454

INT 0.540931 0.67636 | 0.011505 0.2067
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Panel Regression i) Jalai (1) galal)

Dependent Variable: LEV

Method: Panel Least Squares

Date: 12/10/19 Time: 13:41

Sample: 2013 2018

Periods included: 6

Cross-sections included: 58

Total panel (balanced) observations: 348

Variable Coefficient Std. Error | t-Statistic | Prob.
C -1.71161 | 0.465877 | -3.67395 0.0003
PROF -0.32909 | 0.067036 | -4.90924 0
PROFV 0.858479 | 0.169184 | 5.074239 0
CF -0.11905 | 0.060343 -1.9729 0.0495
CFV -0.19507 | 0.165364 | -1.17966 0.2391
SIZE 0.193894 | 0.052759 | 3.675069 0.0003
AGE 0.315837 | 0.106185 | 2.974407 0.0032
GROWTH 0.083054 | 0.033447 | 2.483178 0.0136
INT 0.540931 | 0.294627 | 1.835982 0.0674
Effects Specification
Cross-section fixed (dummy variables)
R-squared 0.835614 Mean dependent var 0.38545
4
Adjusted R-squared 0.797724 S.D. dependent var 0.22737
S.E. of regression 0.102261 Akaike info criterion -1.55356
Sum squared resid 2.948971 Schwarz criterion -0.82297
Log likelihood 336.3192 Hannan-Quinn criter. -1.2627
F-statistic 22.05347 Durbin-Watson stat 1.42115
Prob(F-statistic) 0 |




