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The Effect of Accounting Conservatism on Share Repurchases:
an Applied Study on Firms Listed on the Egyptian Stock
Exchange.

Abstract

The purpose of this paper is to examine the effect of accounting conservatism
on share repurchases for firms listed on the Egyptian stock exchange. The
research hypothesis was derived, which is represented in: There is a negative
relationship between the accounting conservatism and share repurchases.
Multiple regression and logistic regression were used to test the research
hypothesis. The sample used in the current study consists of 24 firms listed on
the Egyptian stock exchange for the period from 2000 through 2019. To the
best of the researcher knowledge, there are no Egyptian studies to date that
examined the effect of accounting conservatism on share repurchases.
Consequently, this paper contributes to the limited literature by suggesting a
new model for the effect of of accounting conservatism on share repurchases.
The researcher concludes that the new model is useful in explaining the effect of
accounting conservatism on share repurchases. The study finds that (a
accounting conservatism has a significant negative effect on share repurchases,
(by Free cash flow has a significant positive effect on share repurchases, (cy Firm
size has a significant positive eftect on share repurchases, (dy Firm leverage ratio

has a significant negative effect on share repurchases.

Keywords: Accounting Conservatism; Share repurchases; Treasury Stock.
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One-Sample Kolmogorov-Smirnov Test

Treasurystock | Conservatism FreeCashFlow Firmsize | Leverage
N 64 64 64 64 64
Normal Mean .0269 2.08137628 718419 8.609 .00095
Parameters®” Sig
Lo .02729 1.714853961 4408142 .81288 .00091

Deviation

Absolute 201 216 226 A74 243
Most
Extreme Positive 201 216 226 A74 243
Differences I egative “162 ~180 “113 " 164 “149
Kolmogorov-Smirnov Z 1.611 1.730 1.807 1.395 1.944
Asymp. Sig. (2-tailed) 011 .005 .003 .041 .001

a. Test distribution is Normal.

b. Calculated from data.

Al At 6Y) A ganall A Au)l) il Lduagl) clslaay) (F) gala

Descriptive Statistics

N | Minimum Maximum Mean Std. Deviation
Treasurystock | 64 .0000 .1000 026972 .0272958
Conservatism | 64 .512099 5.992365 2.08137628 1.714853961
FreeCashFlow | 64 1523 1.6355 718419 4408142
Firmsize 64 5.3216 10.8690 8.609635 .8128895
Leverage 64 | .0000018438 | .0032523593 | .000954026237 | .0009149415024
zl/iasltlv?/i’s\le) o4
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Model Summary

Model R R Square Adjusted R Std. Error of the Estimate
Square
1 .960° 922 916 0.0078967

a. Predictors: (Constant), Leverage, Firmsize, FreeCashFlow, Conservatism

ANOVA®
Model ;‘E; df SI\C:ISZ?e F Sig.
Regression .043 4 011 173.432 .000°
1 Residual .004 59 .000
Total .047 63

a. Predictors: (Constant), Leverage, Firmsize, FreeCashFlow, Conservatism

b. Dependent Variable: Treasurystock

Coefficients?

Unstandardized Standardized

Coefficients Coefficients

Model t Sig.
B Std. Beta
Error

(Constant) -.040 .024 -1.647 | .105
Conservatism -.006 .002 -.360 -2.451 .017
1 | FreeCashFlow .069 .007 1.110 9.523 .000
Firmsize .001 .003 .044 460 .647
Leverage -17.087 | 5.082 -.573 -3.362 | .001

a. Dependent Variable: Treasurystock
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Model Summary

Model R

R Square

Adjusted R Square

Std. Error of the Estimate

2 .845

714

712

0.184

a. Predictors: (Constant), Leverage, Firmsize, FreeCashFlow, Conservatism

ANOVA”
Model Sum of Squares | df | Mean Square F Sig.
Regression 40.125 4 10.031 296.455 | .000*
2 | Residual 16.073 475 .034
Total 56.198 479

a. Predictors: (Constant), Leverage, FreeCashFlow, Conservatism, Firmsize

b. Dependent Variable: Treasurystock

Coefficients?

Unstandardized Standardized

Model Coefficients Coefficients t Sig.
B Std. Error Beta

(Constant) - 771 .240 -3.207 | .001
Conservatism -.034 .012 -374 -2.802 | .005
2 | FreeCashFlow .080 .010 714 7.992 | .000
Firmsize .049 .022 311 2.261 | .024
Leverage -30.731 75.779 -.066 -406 | .685

a. Dependent Variable: Treasurystock
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Model Summary

Model R

R Square

Adjusted R Square

Std. Error of the Estimate

1 981

.963

.950

0.0054780

Conservatism

a. Predictors: (Constant), Leverage, Cons*FCF ,Firmsize, FreeCashFlow,

ANOVAP
Model Sum of Squares | df | Mean Square F Sig.
Regression .045 5 .009 301.236 .000°
1 | Residual .002 58 .000
Total .047 63

a. Predictors: (Constant), Leverage, Cons*FCF, Firmsize, FreeCashFlow, Conservatism

b. Dependent Variable: Treasurystock

Coefficients?

Unstanqla_rdized Standgr_dized
Model Coefficients Coefficients . sig.
S e

(Constant) -.098 .018 -5.374 .000
Conservatism -.020 .004 -1.272 -5.598 .000
FreeCashFlow .046 .006 .7136 7.880 .000

. Cons*FCF -.068 .008 -.513 -8.038 .000
Firmsize .016 .003 472 5.536 .000
Leverage -23.548 6.164 -.789 -3.821 .000

a. Dependent Variable: Treasurystock
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