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Abstract:

The research aimed to investigate the impact of financial statement
comparability on corporate cash holding and trade credit, using a sample
of non-financial companies listed on the Egyptian Stock Exchange (EGX)
during the period (2014-2019). The longitudinal regression models of the
panel data method were used to test the research hypotheses, through
fundamental analysis and sensitivity test. The models were run on (SPSS)
version (23) and (E-Views) version (9).

Using De Franco et al.’s (2011) measure for financial statement
comparability, the results of the fundamental analysis indicated that there
was a negative effect of financial statement comparability on corporate
cash holding of non-financial companies listed on the Egyptian Stock
Exchange. It found also, a negative effect of financial statement
comparability on trade credit of non-financial companies listed on the
Egyptian Stock Exchange. This means, with the increase in the
comparability, the degree of information asymmetry decreases, which
contributes to the possibility of obtaining the necessary financing at a low
cost, and thus it is not necessary for these companies to maintain a high
level of cash. Likewise, the dependence on obtaining the goods or service
on credit (trade credit) decreases, since it will be at a cost higher than the
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cost of obtaining financing. Also, it found that the sensitivity test results
are consistent with the fundamental analysis results, which indicates the
robustness of the results.

Based on the previous results, the research recommends that
companies should pay attention to achieving the qualitative characteristic
related to accounting information comparability, through the existence of
comparable financial statements, which contributes to the usefulness of
using this information in making decisions related to the corporate
resources management. The results are expected to be of interest to many
parties, including: investors, managers, and other stakeholders.

Keywords: Financial statement comparability; Corporate cash holding;
Trade credit.
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