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Abstract:

The objective of this paper is to measure the effect of audit
quality on reducing the levels of information asymmetry to
reduce stock price crash risk. The paper is interested in
answering three questions; the first question is about the effect
of audit quality on information asymmetry. The second question
is about the effect of information asymmetry on stock price
crash risks. The third question is about the indirect effect of
audit quality on stock price crash risk through information
asymmetry. Data was collected of 77 listed firms in the Egyptian
stock market, especially EGX100, the study period was five
years from 2014 to 2018, for 385 observations. Researcher uses
Structure Equation Modeling(SEM) through SmartPls software ,
the findings are (1) Audit quality reduces information
asymmetry. (2) Reducing information asymmetry reduces the
stock price crash risk. (3) There is no significant and direct
effect of audit quality on stock price crash risk. (4) There is
significant and indirect effect of audit quality on the stock price
crash risk through information asymmetry. Finally, this paper
has a contribution through investigating the effect of audit
quality on stock markets performance, especially information

asymmetry and stock price crash risk .

Key words: Audit quality, information asymmetry, stock price
crash risk.
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P (1) slidl apd esnd) Sl Lgad) dadll s Rt orof Gia
(V) Ay lasV) Aslea s (1) gsal)
Claa & agull Cuaadll esd) o) 2l dad 6 e Uy
a el bl axs ) 5LEY) (Sa Cun capnl) Jland Dled) halie dad
T Jad ¢ haladl)
Negative (NSCKEW) agul) ailgad dplad) ciléjaiy) Jalaa 1 /1 /Y /¥
Coefficient of Skewness
(A Al DA e age) Slaad led) lalie ded s 2y
-(n (n-1)* Y R it?)
("-1)("-2)(X R ?)*?)
o3 Gl O Camg ¢ i) Jae 553l Jals anlul) 22e 4 1 o Gua
13 iy diay legid O (585 o Cma N 4 ggin ulad e hlad)
33l (ind e lpal bl byl Jalae e 321 o A HLEY)
. (Chen et al., 2001) aeu) bl gl Hhalie dag b

NSCKEWi: = (3)

: Down-to-up volatility (DUVOL) agul) ilge & il ¥/ /1 /¥

S clshi al DA e ael) Jlad led) hlie ded
«(Chen et al.,2001; Kim et al., 2011) s e sline U< Lednkas
Lepd) Adpudl sl bugie ded clua V) sshall el Cua
oo JB ) Ml paan 8 ik AgE) sshall Ll (Mean i)
Glas 2y of e coma ple BlA 1Y) s5ladll 3 agbua 3L Jausgid)
I bl e Jo Al .l 03] Standard deviation (g )laall alyaiY)
oo P Al Dl aaas 8 Jiewd Z0E) sphaall Ll caulull a3 (g g sand
Glas 2y of e coma ple Bla 1Y) s5ladll 3 aglin 3L Jaus i)
e oda e ppad JS) Jasgiall e a3 ) all o3g] (gylmall CalaiY)
di s e Sladd Dled) Dhlie Clus 4 Al sshadll 5% of e
: ok LS (DUVOL . lgie el
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Slgall Jassie o dlal) led Jiy ) bl 22e 58 N gown of Cus
Sl hagie e 2l b ah S ) e gy W)
o saanal)

Negative (EXTRASIG) agudl) tilse b cillus Cilyadl sigud ¥/1 /1 /¥

DUVOLit = LN 4)

:Worst Deviations

VRN B YRR N O B W R PO Ve -3

gl gl Al o loguie alall DA 5l gl Nle b

e yuaill 2 Cus ¢ (Andreou et al., 2016) alall (uis DA & gendl)
A Al PIA e zdgaill e el (K Eumg EXTRASIG

EXTRASIGi: = -MIN Rit - MEAN i )

O Rit

tof Cas
bl Pla e sall) gl agud) Nl Al ded el 0 MIN
- aladl P bliiall e gl sl 3l lugie @ MEAN

csesmd s dle B 53 e sl gl GlaN) 6 Ry
zisal o ading Gaalll G V) cciloglaal) L are Gl 23l oae

Pl e lagladl Jilai axe Glua (Say 4385 «Cormier et al. (2013)
Al Adalall

ASY i _ APit - BPit x 100 (6)
(APit +BPit)+2
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dagfpall 039) Jiwall pitial ge Ll AN Gunliall Asgaa Y/V /Y
:( AUD QUA

Gaalall 335a e uell 3aae Gedlie d8LW cluhall el cal s
& bl 53a e Saell Gunliall 238 (e Ao gena o adiay Cald) o Y]
cAppadl AL GhY) s b A Gl e dalid)l @bl ¢ g
tsl e Judh A
Audit Fees daa)al) cilasi 1 /¥/3 /¥

Laaball Gl op sy Wle 3y ) clball G vl i
ssall Gligive el o Gaaball sleas pldl) o bl e canhyall 335n
Spa¥l gl Ll Cus el daalie Glail Uil ST cile b (3 yaiy
American Institute of Certified Committee  pacieadl (puslaall
Ji el 8 malyall Jsd G I VAVA Lo jalall i 3 (AICPA)
Sl ol aaliall 5508 (aliss) s dxalyall Alee (8 YLl 4ae 23
sady) GlaS) o 45)8 (e Jliy 8 Lae deabyal) sl a8 & asl)
¢us ¢(Danial and Francis, 1988) ddldl Ll & 4 sally cilayaill
Gl bl wileslll Alasiily Gaabadl Qlal Gulie e wedll S
Gleldal )& e lgle Jpasll & Jlly Log Audit Fees axalll
Ayl A gandl el

Big 4 daa)yall GiiSa ana Y/Y/V /Y
AV 5 alagd Ll A Axalyd) e aaa o cluhall e el cidl
Lol Gl loal il (oSl daalpd)l ol daalydl 325 o dsina



Glo dluilad)l o s e Slad oLV cpibigal s e Sl sy
o el Ol Finy IS AD (g5d CalylaY) Lasiia dagliey LDl
(Davidson,and Nev, 1993; Colbert and Murry, salull 330
OS 1Y aaly 3l ey uie GelEd) 13 ge el Sa Gim <1999)

A3 e shiay LS Aag ) aal ga daalyall CiSa

Auditor Tenure Laiall daafye; cililual) aalpe ald o5 ¥/¥/1 /¥

ball Ba e 2 Alisha 4 35 Jraally aabal) ABle lyaind ()

5ol 5 Cam cCamaally Ball ld Cum (e cAaalyall Jae slinaly ajlad)

333y Analall 558l LalSs s cdalgas alil) 8 aylad) aabiall el
- (Almutairi et al., 2009) dxalyall 335a il daalpad) 30 e IS

Audit Quality
Azal yall 53 g2
AUD QUA t1

Lupall agad ¥/¥

) JSEN b Al 350 e (Sa

Information
Asymmetry
ASY t
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Stock Price Crash Risk
CRASH RISK ¢

b draldl 5asa By Abjee g Al o3 e gl O spn b

i 3] cagu) Hland JLgl) halias Glesheall Jild pre (e IS e sl
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sy Gsw A Uswdl cliidl (e 221 138y Thomson Reuter Eiko
alawse clindl o3 0585 o o 585 ae cleUaill (e aad dypadll AW
O Ay Sl © Aie) o o Al ciled] i (EGX 100 e
Alefiul 4 Yo) € J8 Lo 3l olesin) (B cund) dgmyg YOVA ) YN E
G bl o ormen 5l il Al Slaal L 6 8 ) gl
leniiad Las Y)Y 5l 8y o Cilaa¥loda 0 Jal ¢ gpaall 0L Gl)5Y)
Dais 138 Y VY oyd g e salaB) gl il aaal ol Glaal (e
oo Aalidl cilegladl) (aiil Tk dad sline VYt andyall Ll ) Gl
Agsindl Gaasanll Claaal) SplE e lele Joaall @ Sl dxaball Gl

Al cliie clelad il (V) o) Jsaadl b Lady 63 i)
clo Wl Uy dafpal) e Cilaa :(1) 8 Jgandl

dal) liial aae g Uasl)
LYY YA YA Lﬁ)\ﬁaj\ Sl
04 Y T AA VY L 5 oLl ol ga
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ARE vy Y]

DL any cclelad 6 Jl Meaiad (V) &) Jsaad) e el
Seal e %0V € e e Aa3al) dsally ¢ L) dlgas cle Ly gylial)
Dl bl die e lly W) clind) slagind &5 Cua Gl die
o35 ¢ g3Sal) Glill Alaulsy saaaall Lajsual) (e 2 ) g Uadll 13 ggundl
L Gy 8 Al e ety JS8 W) baglal 8 S5 8 Lol sl
calid) e gl 1



Ailaal) milidl) Lo

raiiall gl Juladl) 4 [o
oo Slmd cAuhll e J8 aa gl sl maag (Y) Ay Jsaal)
: Skewness and Kurtosis

el gl slas¥) :(Y) a8) Jg2a
Descriptive Statistics of the variables

Variables N Mean Median Min. Max. | STDEV | Kurtosis | Skewness
NSCKEW 385 -0.307 -0.301 -1.972 1.968 1.334 -1.321 0.255
DUVOL 385 -0.022 -0.023 -0.200 0.223 0.146 -1.296 0.324
EXTRASIG 385 2.281 2.133 1.457 3.958 0.651 0.394 0.975
ASY 385 16.429 16.233 3.180 | 26.055]| 5.270 -0.593 -0.011
Log audit fees 385 4,934 5.000 4,079 5.477 0.348 -0.328 -0.656
Big 4 385 0.452 0.000 0.000 1.000 0.498 -1.973 0.194
Auditor tenure 385 11.164 10.000 1.000 | 22.000] 6.407 -1.091 0.334

Ghdsd aaliyg Y) A dsaslh Mean bugdl of (e mal
ave it 4l ale J<8 Skl o3 gl agud) bl Hled) Hhlis
i i ¥V gl maly ) sl e lihadU Al Wl Laud)
¥-) 25 & Skewness ¢lal) Elalae cal€ 13 Julail) 288 e (ggina
Galsiy « (Vo ) Vo) asa 3 Kurtosis gl Dby o+ )
p2e i Lo say cAlpdall 3pall b mlajilly o )5) ad Of ey e sl s2g]
syl Jatl) il e adall ol e culilad¥l o ik
aliblly 7 dgaill adua JLE8) Y/e

be Ludll o Gl S 58 520 ) dadlall cihlid)

o) G ARy S psgie (e Jadly ol Riaad) asebe seds Al gl

Y Adluadl e Alle Aapy Je 6 A Salll Ji e padiidd) (uldall
Ay G e dlle day 53 05 Ols




Structural el doladl dader aladiuly Glldll Jwds 2

Glapall Sl s e slaeYl Equation Modeling (SEM)

SmartPls  zaliy aladiul & Cus (Partial Least Square (PLS) gzl
A sl elha) 5 2 aaall s b (Software

Structure Model ISl z3galll 4adla JLad) 1 /Y /0

A ChlaaY) ehal S Cua
Discriminant Validity juill 4a3ua V/1/Y/e

Joa Jsball 0585 ¢ yaria IS o il Gulie e ST S5m0 e5um b
Glriall 5 s Ao 4 dlall i JS e il soaad) (el )08
dala e S o datipall Ganliall T gae gl ) e AT e 152Y)
i Y saaie Jiead Jalae dgag pe PAS (e Lol (Sarg oy Jasisi Vs 4
() 6D Jsand) PA e b ws cdule o ST e

Jpall) dadlall ad 1(¥) ad Jgta
Values of discriminant validity (Cross Loading)

AUD QUA ASY CRASH RISK
Log audit fees 0.964 -0.646 -0.380
Big 4 0.891 -0.600 -0.345
Auditor tenure 0.958 -0.624 -0.408
Inf.Asy (bid-ask) -0.661 1.000 0.541
NSCKEW -0.376 0.514 0.950
DUVOL -0.334 0.481 0.884
EXTRASIG -0.382 0.529 0.976

Coay die ueally Gubite JS Al a8 35as (V) A Jsaall (e ey

I i) el e G IS (A oY) Al i ua ¢ it IS i
dxalyal) 558 o) iy Bold gagyad) 35l aadl <l adll DA (e ¢ ulia
~ Auditor Tenure axa)yll 5585 Bigd dxalyall ciSe aaay Audit fees
Blgal Agludl Clhaty) Jelee o G 3 cdaalyall 53pm Aaldll Gunladll
Gl Cihadl ¢ guls DUVOL aguy) dilse 8 il 3 NSCKEW g

AR



Dbl led) hlie Lalall Gulid) aa EXTRASIG agl) dile
g
Convergent Validity 4l Ladlall Y/V/Y/0
e e S5 Aalal) Gunliall Lali)) A ) A adlall s
Aadla Ll ulee aal€ ) dadlal) Gl wg ool Jae sl
A A JE YT iy S saa ot IS ey e 3l
() & Jsaall A yeday e sag¢r. 00 e P-value dygiadll
A 73 galll Ay 85 Ladlal) JLEA) 1(£) ad) Jgaa

Outer Weights (Structural Model)

Original Sample Standard T Statistics Decision
Sample Deviation PValues | LAY
©) Mean (M) (STDEV) (|O/STDEV|)

Log audit fees -> AUD QUA 0.484*** 0.479 0.140 3.453 0.001 Jdsda
Big 4 -> AUD QUA 0.275** 0.278 0.105 2.616 0.009 Jssia
Auditor tenure -> AUD QUA 0.302* 0.299 0.149 2.025 0.043 Joda
NSCKEW -> CRASH RISK 0.787** 0.781 0.289 2.717 0.007 Jssia
DUVOL -> CRASH RISK -0.601* -0.600 0.292 2.058 0.040 Jssia
EXTRASIG -> CRASH RISK 0.803*** 0.801 0.191 4.197 0.000 Jdsda
inf.Asy. (bid-ask) -> ASY 1.000*** 1.000 0.000

o ey T Statistics & lgie yualy (ulie JSI Jseadll Jalas a8

e el sSs a 18T e Sl Gl JS3 Alan) Leied 06

Al o ST Ganladl < Jpeatll cBlelra of (£) A8 dsaall (e ey
Reliability 4alacy) ¥/1/Y/e

b gy aabsl) ariall Ganlie ol e e sV 12a g

Factor <ydgall saas Jales A (e Zoalaie V) (uld Qg cagin il
lalae bvgio J4 Y sy LS ¢r0 e J6 Y sy s3I Loading
o uie JSI Average variance Extracted (AVE) zjdiuall auaaill
Cilagye £ sane dand DA (g dlia 2 5315 ¢ (Byrne, 2010) La +.0

YY



oLl Al Gape ey dua gl agh dae Jeo pdise JSI aaanll Jalea
p A Jsaall DA e dpalaieY)
Lalaie V) g Laduall LA 1(0) ad) Jgan

Construct Validitx and Reliabilitz

udial) <l i gall 2l Jabee | bl Ja gia
Variables Indicators Loading z oAkl
Factor AVE
AUD QUA | Auditor tenure 0.958
Big 4 0.891 0.891
Log audit fees 0.964
ASY Bid-ask 1 1
Crash Risk DUVOL 0.884
EXTRASIG 0.976 0.878
NSCKEW 0.950

Al lla S e JS g ndaa (0) ad) Jsiall 2S5
e JS Al cydisdl JS e alaieY)

inf.Asy. (bid...——1.000 —|

-0.666

-0.074

AUDTQUA
0.302 go275 0.484

Awuditor ten... Big 4 Log audit fe...
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Measurement Model il zigail) Ladla jLid) Y/Y/0
A LAY ela) L Cua
Model goodness of fit g 3saill (3lgi 352 V/¥/Y/0

& A5 Al e B s Bl Basa LA e gl i
%) CJ}AJ\ o815 2 Hlial C_‘atu Gaallll (g yey Cun clgatands CJ}A.J\ c.f\\_u

s Ul Jpall Dla
) g Baga LA 1(1) ady Jgia
Testing Model goodness of fit
Test of Accepted level Default Decision
model fit model oeeaddl)
SRMR® SRMR < 0.08 0.014 el Al 23 ) 1L

el Jgass anlia aaisdl z3sall) o (1) Al dsaadl e el
Npasants anily e sl (Kadl (g
Q? Value _ulill) 7 galll Laida Ao aydi Y/Y/0

ey il ary Sz bl zis pae DA o
Oe IS il Jidls caaball sasm Glaslaall Gl pae il Cum Al
oS L cAanbiall 53sm Glashall Bl aiey agul) el Ll shalis
Dbl hliay Glaslaall Jild axe (0 JI R-Square yaaill Jalas (aye
(V) a) Jsanll A (e pgasd) lad
bl 73 gall) daidla A 3 anli (V) a8 Jgia
Inner Model Assessment (Measurement Model)

R-Square
ASY 0.443
CRASH RISK 0.295

* Standardized Root Mean Square Residual (SRMR) (saiiall oxn il jiall b sia
** Normed Fit Index (NFI) (bl Ladlall s



Q% sl Aadle dayn lun (K (V) oy Jsaad) by alasiuly

LS el oda caalajl LS ¢ Jimll wdgaill jpd ssise e ueill Value
ol oS Al o3 iy oz 3 gl 2Dl dapy il

Q*Value=1-[(1-R% x (1-R%] =1-[(1—-0.443) x (1 -0.295)] = 0.607314

Ga ANV i 2 el o Cua Q7 Value zisaill Ladle day) def s
cua Jsfe IS5 aulie z3gail) 138 of Jsall oSy N5 ol ol i
w2y All JLaal) ¥ /e

Analysis chlue Jdai ehaly Galdl A8 (gl lad)
lly PLS edllas Llaaiuly Measurement Model  ulidll 7 35all Path
1(A) ) Jsaadl DA (ge Leailis jela

& el Judat 1(A) a8 J g2

Path Analysis
Original Sample | Standard _ Decision
Sar?\ple Mea?n Deviation (L?St?rté)sltzlf/j) P Values | LAY
(O) (M) (STDEV)

AUD QUA -> ASY -0.666*** -0.667 0.031 21.506 0.000 Joia
ASY -> CRASH RISK 0.491*** 0.490 0.056 8.735 0.000 Jsiha
AUD QUA -> CRASH RISK -0.074 -0.080 0.060 1.243 0.214 oA sh
AUD QUA -> ASY -> CRASH RISK -0.327*** -0.327 0.042 7.824 0.000 Joa

inf.Asy. (bid...—— 0.000 —

21.506 8.725
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) Ll s
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iy sl S Gl g ins e s cAlall (550 GLBYY
Leafual) 5pad Lypina LIV g3 ilias) e 600 lin " ) e
il il e il 13 A (385 Cus ' cilagleal) Silad pie o
Clinch 5 Hakim and Omri (2010) 5 Almutairi et al. (2009)
Tessema and , Ahmed et al. (2014), et al. (2012)

. Kurumaningtyas et al. (2019) s Dandu (2016)

Cun (M) a8y Jsaad) 8 SU Sladl DA e 1 (ALY (il LER) Aag
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