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The Effect of Forward-Looking Information Disclosure in
Annual Reports of Firms Listed in Egyptian Stock Market on
Credit Decision: An Exploratory and Experimental study

Abstract

The research aims to study and analyze the disclosure of forward-
looking information in the annual reports of companies listed in Egyp-
tian stock market and tests the impact of this disclosure on credit
decision. To achieve this objective, an exploratory study was conducted
to analyze the reality of forward- looking disclosure in the annual repo-
rts of a sample of companies listed in Egyptian stock market during
2015 and 2016, through the use of content analysis methodology. Resu-
Its of the exploratory study showed a quantitative and qualitative discl-
osure gap about forward-looking information in these annual reports.
To determine the importance of narrowing this gap to stakeholders'
decisions, especially to the creditors, the researcher conducted an exp-
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erimental study to test the effect of forward-looking information dis-
closure on credit decision by commercial banks to get a proof on whe-
ther narrowing this gap affects credit decisions. The experimental study
was conducted on a sample of officials responsible for granting credit
in commercial banks. The impact of disclosure on their approval or re-
jection of granting credit, and the credit terms were examined in terms
of value of loan, interest rate and value of guarantees. In addition to test
the impact of level of experience of creditors and their level of educati-
onal qualification as moderating variables on the relationship.

Results of the experimental study showed that the disclosure of fo-
rward-looking information had a significant effect on approval or reje-
ction of granting credit, value of loan and value of guarantees. These re-
sults indicate the importance of forward-looking information to the cre-
ditors. From the point of view of the company, the disclosure of for-
ward-looking information had a positive impact on approval of granting
credit, value of loan (value of loan is higher), value of guarantees (value
of guarantees is lower). This result encourages companies to disclose
forward-looking information. The results also showed that level of exp-
erience and level of educational qualification of creditors had an impact
on their understanding of forward-looking information that may have
an impact on their decisions. The study found that the difference in lev-
el of expertise had an impact on the decisions related to approval or rej-
ection of granting credit and value of loan. The study found that the dif-
ference in level of educational qualification had an impact on the dec-
ision related to approval or rejection of granting credit.

Keywords: Forward-looking disclosure- Credit decision — Exper-
ience of creditor — Educational qualification of creditor
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Valid 35 35 35 35 35 35 35

N - -
'V";S'” 0 0 0 0 0 0 0
M?}dia 4 4 4 4 4 4 4

Tests of Normality

Llicy) Lad) milu*
oY) Al

Kolmogorov-Smirnov Shapiro-Wilk
Statistic| df | Sig. [Statistic| df | Sig.
VoYl e e dsldl JEl .237 37 .000 .865 37 .000
\_Uanll ded] 183 37 .003 915 37 .008
Vsl Jaa| 218 37 | .000 | .815 37 | .000
\_cblea) des| 194 37 | 001 | .872 37 | .001

Tests of Normality

Al Al

Kolmogorov-Smirnov Shapiro-Wilk
Statistic| df | Sig. [Statistic| df | Sig.
Y_olayl mie e dslil il 354 36 .000 743 36 .000
Y adl das| 241 36 .000 844 36 .000
Y sl Jua| 255 36 .000 821 36 .000
Y _clleal dad| 236 36 .000 827 36 .000
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AsY) Al

Test Statistics®

Ranks
Mean
group N Rank Sum of Ranks
1.00 37 31.81 1177.00
LY P
e e Rlse 200 | 36 4233 1524.00

oY) mie e A sl
Mann-Whitney U 474.000
Wilcoxon W 1177.000
z -2.345-
Asymp. Sig. (2-tailed) .019
a. Grouping Variable: group
At 45 aal
Ranks
group N Mean Rank Sum of Ranks
1.00 37 31.08 1150.00
el dad 2.00 36 43.08 1551.00
Total 73
Test Statistics®
Cafl_dad
Mann-Whitney U 447.000
Wilcoxon W 1150.000
z -2.451-
Asymp. Sig. (2-tailed) .014

a. Grouping Variable: group
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B Al

Ranks
group N Mean Rank Sum of Ranks
1.00 37 39.28 1453.50
s Jaxa 2.00 36 34.65 1247.50
Total 73
Test Statistics®
saildl) Jara
Mann-Whitney U 581.500
Wilcoxon W 1247.500
Z -.972-
Asymp. Sig. (2-tailed) 331

a. Grouping Variable: group

Aol 4l

Ranks
group N Mean Rank | Sum of Ranks
1.00 37 50.77 1878.50
Glilazall dad 2.00 36 22.85 822.50
Total 73
Test Statistics®
cililaall_4dad

Mann-Whitney U 156.500
Wilcoxon W 822.500
Z -5.765-
Asymp. Sig. (2-tailed) .000

a. Grouping Variable: group

Test Statistics®

Aealal) A3 al

dadl po 3y L)) mie e A6 )
Mann-Whitney U 91.500
Wilcoxon W 262.500
z -2.877-
Asymp. Sig. (2-tailed) .004

a. Grouping Variable: hight_experience_group

VoY
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Test Statistics®

Laidis i olaly) mia o 48854l

Asymp. Sig. (2-tailed)

a. Grouping Variable: low_experience_group

Mann-Whitney U 121.500

Wilcoxon W 311.500

4 -.786-
432

a.mdu\ 2.1' JGA.“

Test Statistics®

ailye B8 ol ded
Mann-Whitney U 102.000
Wilcoxon W 273.000
z -2.484-
.013

Asymp. Sig. (2-tailed)
a. Grouping Variable: high_experience_group

Test Statistics?

Asymp. Sig. (2-tailed)

a. Grouping Variable: low_experience_group

Aaidis §pd oa Al ded
Mann-Whitney U 121.500
Wilcoxon W 311.500
Z -.745-
456

Aaglod) 45l

Test Statistics?

dadije Bud SN Jara

Asymp. Sig. (2-tailed)

a. Grouping Variable: high_experience_group

Mann-Whitney U 156.500

Wilcoxon W 387.500

z -.954-
.340
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Test Statistics®

dadile A BAWN Jaxa
Mann-Whitney U 117.000
Wilcoxon W 237.000
Z -.936-
Asymp. Sig. (2-tailed) 349

b. Grouping Variable: low_experience_group

Test Statistics®

A2al8l) A5l

dadije 5ud cliladall dad
Mann-Whitney U 104.000
Wilcoxon W 335.000
z -2.492-
Asymp. Sig. (2-tailed) .013

a. Grouping Variable: high_experience_group

Test Statistics®

daidie 3 pd Cliledl) dad
Mann-Whitney U 36.000
Wilcoxon W 156.000
Z -3.781-
Asymp. Sig. (2-tailed) .000

a. Grouping Variable: low_experience_group

Test Statistics®

Aaclil) A5 )

aipe Jali olaiy) mis o 46b)gal)
Mann-Whitney U 71.500
Wilcoxon W 191.500
VA -2.248-
Asymp. Sig. (2-tailed) .025

a. Grouping Variable: high_education_group
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Test Statistics®

oaiiia Jali_olany)_mie e 4884l
Mann-Whitney U 198.500
Wilcoxon W 451.500
z -.857-
Asymp. Sig. (2-tailed) 392

a. Grouping Variable :low_education_group

ycilal) 45 \8al)

Test Statistics?

g gl o ded

Asymp. Sig. (2-tailed)

Mann-Whitney U 80.000

Wilcoxon W 200.000

z -1.831-
067

a. Grouping Variable: high_education_group

Test Statistics?

Asymp. Sig. (2-tailed)

okl Jab_oai) ded
Mann-Whitney U 183.500
Wilcoxon W 436.500
z -1.178-

.239

a. Grouping Variable: low_education_group

e Lualal) 45)\8a)

Test Statistics?

aipe Jaali _suldl) Jae

Asymp. Sig. (2-tailed)

Mann-Whitney U 95.000

Wilcoxon W 248.000

z -1.300-
193

a. Grouping Variable: high_education_group
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Test Statistics®

oaddie Jal 3uldl Jaa

Mann-Whitney U 179.500
Wilcoxon W 432.500
z -1.361-
Asymp. Sig. (2-tailed) 174

a. Grouping Variable: low_education_group

Test Statistics?

e A 45 laal

adipe Jali_clledl_dad

Asymp. Sig. (2-tailed)

Mann-Whitney U 86.500

Wilcoxon W 239.500

Z -1.588-
12

a. Grouping Variable: high_education_group

Test Statistics®

oaddie Juali clileall dad

Asymp. Sig. (2-tailed)

Mann-Whitney U 181.500

Wilcoxon W 412.500

z -1.243-
214

a. Grouping Variable: low_education_group




