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Abstract

An analytical study of the relationship between sustainability
disclosure and financial performance: the mediating role of
firm risk.

This paper aims to study and analyze the relationship between
sustainability disclosure and financial performance. Likewise, studying the
mediating role of firm risk in the indirect effect of sustainability disclosure
on financial performance. to achieve this goal, the researcher relied on the
theoretical study approach to reviewing and analyzing what was stated in
the literature review about this relationships. The researcher concluded that,
the relationship between sustainability disclosure and financial
performance has received increasing attention in the field of research.
However, the results of these studies were inconclusive and inconsistent,
with a slight bias towards a positive impact of sustainability disclosure on
financial performance. Where sustainability disclosure improves the
information environment and enhances investor confidence. Thus, it
contributes to attracting capital and long-term investment, reducing the cost
of capital, improving the market value of the company and supporting its
competitive position; Which reflects on improving its financial
performance. On the other hand, firm risk can mediate the indirect
relationship between sustainability disclosure and financial performance, as
managing and reducing risk is one of the critical aspects of the firm’s
continuity and survival because of the repercussion on firm’s economic
value and it's financial performance. In this aspect, sustainability disclosure
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contributes to improving the transparency and integrity of the company,
confirms commitment to the existing social contract between the company
and the society, and contributes to improving the company's reputation,
which generates moral capital that provides insurance-like protection in the
case of the company is exposed to negative events. hence, reduces firm’s
risk and improves its financial performance.

Keywords: Sustainability Disclosure; Firm Risk; Financial Performance;
Analytical Study.
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