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The Impact of the level of Forward-Looking Information
Disclosure on the Stock Market Efficiency: An Applied Study
on the Companies Listed on the Egyptian Stock Exchange

Dr. Hatem Abdelfattah Al-Shaarawy
Abstract:

This study aims to measure the impact of the level of forward-looking
information disclosure on stock market efficiency with application on the
companies listed on Egyptian stock market. The study was applied on a
sample of ¢+ non-financial companies according to EGX100 in Egyptian
stock market during the period 2018-2020. For measuring the level of
forward-looking information disclosure, the study developed an indicator
consists of Y ¢ items guided by what is stated in some previous studies by using
the content analysis of the annual reports of sample companies during the
study period. Furthermore, trading volume indicator was used as a measure of
stock market efficiency. The findings of the study indicated that the average
level of forward-looking information disclosure in the annual reports of the
sample companies during the study period was 57.3%, and the
telecommunications sector companies showed the highest average level at
68.8%, while the food sector companies showed the lowest average level at
51.3%. As for the individual level of companies in terms of ranking in the
level of disclosure among the sample companies, Telecom Egypt ranked first
as the highest level of disclosure with a rate of 76%, while the two companies,
Ajwa Industries and Misr Cement, ranked last as the lowest level of forward-
looking information disclosure at 41.3%. Moreover, the findings of the study
indicated that there is a positive and significant relationship between the level
of forward-looking information disclosure and the efficiency of the stock
market, and there is a positive and significant relationship between the
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company size and the efficiency of the stock market, while there is no
significant relationship between the rate of return on assets and financial
leverage, audit fees and the efficiency of the stock market. The findings of the
study also indicated that there is a positive and significant effect of the level
of forward-looking information disclosure on the efficiency of the stock
market, and there is a positive and significant effect of the company size on
the efficiency of the stock market, while there is a significant negative impact
of financial leverage on the efficiency of the stock market, and there is no
significant effect for each of the rate of return on assets and audit fees on the
efficiency of the stock market. Moreover, the findings of the study indicated
that there is a significant variance in forward-looking information disclosure
in annual reports among sectors.

Key Words: Forward-looking Information - Forward-looking Information
Disclosure - Stock Market Efficiency.
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