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Y san s edny (pe caidd 38 bl @l oLl 13g) o) il A jlaad eslinall sa) Al & Baga 8 Lalidl) o) il s al

4 yea Jla sl ey il @,;@\M|md\;@rua‘d:md}hgk\)gm@; slaial gady Lee o 53lal) Ciliall
Al 5 Baga mliai) o ) el Lgilend 30 CaISE i e gl 1an Jie e 4 el geilially sl

w‘ E\M\Jﬁ‘ -9

suand) ‘a.wuaﬁ AP

Bl gad ‘(BLSL\AH Ll )U\.q.d\ cdﬁ) @L\]\ ).\’_\.AM ol e (;\J.Luﬂ Ll ).U\A.\]\ cdﬁ) Jatuall ‘).ur_\.d\ oolad il
Az &Lks]\ <l ‘;uwé\ﬂw\ JJJ\S.\]\ IXPEN (u.u\.\s.a) )uy(@w\ .Lu.ujj\) .LMJJAUQ aJ\.\s & ;\)Luﬂ A_JLJ\ )J\Eﬂ\
3 A0l ASGe dgag @j.ud\ ceaald Gy ey Ll il Adlad) o jEl saea (el Jae ol Ao gl slinall pige bl
s o A0 o2 = Lo o8 ‘;d\}Endogeneny) ) Jdalatl) A5 2 V) ¢ Slany) B DY ISR P SR
Sl f caddagss 2yaa aly Jatual) puaiall | juda c_al_d\ el (650 Ladie Ehasy L5;X\}S|mu|'[ane|'[y Bias) ) el il
}J J\A;JY\ C.J}AJQ.ULJ (»;.u L_q}..n ACE sa L,’Js: s_ﬂa_\ﬂj Jaa EU\ ).\a_mj\ UYMM\ ).\a_ud\ uha;e_u Ladie LSP‘
a3k (V) ¢(Least Square) w aall e jall 48 5k (1) :J3A (xTwo-Stages Regression Model) ) osils el
gladlly sliiall (5 sime o daldll hlaall e slaieV) &3y Cisas «General Method of Moments) )as =l dalsl
oSy il 38 0 3 ¢(Instrumental Variable) (Leary & Roberts, 2014) =lua pxisSldiosyncratic Risk) )
JAlal A 5l J el aaladind (Kay g sliie JS (ailad

e s (e Juadil '"Lg‘é_cll.al\ BrESA| w\_.a‘x_gssxu\ ) J 5y ) pal) ua)élg_‘am}]\dg;ﬂ\mu‘ Jdg
sl 3k 8y Hha g lgade aldie W) a3 Al Gllalls dially Guldl) 23 g
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rdualdl) bl INSTRMENTAL VARIABLE Sliall il Y-4
Al bl uld dgai 1-1-4

Aol ) Jua¥) g 73 gadl 10ia) 2y 52l A3DEN Jal 52 s3Famaand French (1993) Fhsai e alaie Y

(V) 1ot gl ile s o Sy duld Jalse ¥ llia Fama and French (1993) zaseil Gy asgll Jalall 3 sadasl)

Small axall 3 S cliial) N‘“‘i Jlae anall 3 j0ma ciliid) N‘“‘i Ladlaa ¢l (Y) «Market Return (Ry,) Gs-dl xile

) Al sl Lgiagdl 4y yidal) Lgtiad A 3 5 ) il agd Badlaa o131 (V) minus Big Portfolios Return (Rswe)

lgiagdl 2y il Lgiagd A addii A Cliinall agd Ladlas 1ol Jilie (Value Stocks) 4 sl e (e Jil dagiall ciliiall

High minus Low (Growth Stocks) allall saill (a8 <uld ciliiall i leiad (e el Ll clina) 5 48,0
ASAl d““}‘d\ CJ}“" (\) kel C‘““'}:’J .Portfolios (RHML)

Rit = Bo + B1 (Rmy— Rfy) + B, SMB + B3 HML; + &; (1)

(SMB) &kl (o A el (RF) ¢ Gsudl 2l (RM) AS S8 pgs ile (R) 6idls 1,80 o e (i, 1) 10 S
pend ilae dile (i 3 Al (HML) canalls S culiial) g Jadlas Jilia aaall 5 jin ciliiall agul Jadlas vile G (3l
c@ﬂﬂ\\wﬂ@)ﬁﬂ\wwumgﬂ\ L) e.@.w\LSLM @&@M\MQ}SJ\WW L)GJ\ <L)

gl s ()

cdalil) blsal| il Lo Glibully dial]y galaall ¥ - 1-4

e Aty Abuduy lliy YY) — Y)Y (a5 5l JOA Ay jemall daa ysall L sl S b A jal) aaine Jiad
osle Al aain Jaii g 138 2300 JS 5alall alad e sl e se iy Loy b A gha 5 idl) o3a yiiads ale V) )
Global Industry Classification Standard (<ileluall) cileUadll Cayuatl ool juaall Gy (Aelia) glad )
e Al Lgtalal 1185 308 peal) e AL S a0 5 gl Jady 5315 JalSIL ) Uil slasiadl 3 5138 (GICS)
OS85 A4S 58) S 5l (e Jili aae Jadi il Cile Unl) alaind &5 LS cdanlaal) Clallaall s colay i) g il dagada Cps
)5l o e canslifi Y (3 ) g Uadl) 6 culiiall ane (aldlil Cunsy (380 yall Uy s slaall Lym 51535 o Un Jia (Lot
Magind o5 WS plad JS 8 IS il e July Gad ae 2sas allay 315 pladll 6 o) plail) Jaria il Guld 6 Jiaiall
Al pall &Gl jata e Gl Lde Jilgh Y Al IS Al

Gy de Yov) — Yoo d e il ge VYT lase g dipall Gl jiel ULl e Ao gana pdsi a3 mdgaill pamilg
A ) jpaiall (A any /4S8 H8) Baalia 1YY Glaaliall laa) &b Cus A ay ) el 58

oISl A8, US s e (Ri) ped) il -

o ISl A A8 0 IS (g s e (MC) Aslall (3581 438 ) sl -

o dSAle (A8 IS e Jo(BV) Al (35ial 4y jibal) dadl) -

st @l &y padll 45150 Gl e diladl Jama e a\.u:‘ﬂ\(uj (Rf) s bkl o AR 2ilad) Jara -2
s @ EGX100 e dle e ddie Yl 255 (Rm) Gsadl 2ile o

s ladiny) Bilaall oy oSi 1o ¥- 4

aaall (el e adlaall ) -¥oY-4

O Slol paal) 8 i i) gl e 5 of sl a8 @51l (10 dliFama and French (1993) Gy
A gl Al e Uy iy sl (e sane (B (Aas ) 538 S (3 g il o Tl comall 5 08 il gl aile
3 e liiall agasd ddadne Jo¥) Chuaill & a&i Al V) de ganal) Jiad Cay haelial L 55 2 MC) ) 4asSlall (3 53al
.Big Portfolio (B). aaall 5 S ciliiall agud ddadss 433l de ganall Jiai Ly «Small Portfolio (S) asal

Al Gl e Jaslaall YoFoY_Q
Lt 3 35 ) laia) agd ailaa dile (58 o dashall JaY) 8 a5l (e 43la Fama and French (1993) G
AR (‘;@_m\ lhila g dile ‘;‘:\ (Value Stocks) A8 ) Lgiadd (e Jb Aagial) cliid) of 38 oud) giagdl A ydall Lgiagd
Growth ) dlall gaill a i 1A clinall of Leiasd (e Aol daiall cliiall ol 48 god) Ll 4 ji8all Lgiada i (mdd s il
Aoyl 65\ A8 gual) Aanall Ay ‘5&: el 4 jluie Cile gana S ‘55(4.4.‘» @)) b‘).\ﬂds‘sﬂ ?"""\J\?A'“‘s"?" GJLJD} ¢ (Stocks
UadAl] ‘;\J\ ?@_uY\ALAM (\) L.A" LASLQJQLA.\JM_LUJ.\J\J Jadla 4l Dl Sy duag \JAQLA_\\.@_\.U) A=y (BTM) MJ.\SJ\
28 A agul) Adaing (V) canndill Covn ¥ B d 185 Y5 High Portfolio (H) 4 swl) deill 4y jiaal) el du \gud

o
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ALTIRYEQUN A g e Al agnY) iaiss (Neutral Portfolio (N) 4 sl dagall 4, jial) el dus e oy SE) Gl
.Low Portfolio (L) 48 sul) dall 4, jiaall Al dpis e

:isailt Bilaa £ 14

3 jraa uwtw\mu (\);@umnmzﬁsnwui‘;c,ﬁ%\wuiécsﬁds‘;uu\ﬁﬁm
e_;;j\'é Y SOCY Chlinall e@-&.&\“.kﬁé.ﬂw 44 (V) «SN w\&m_,h (Q_AAJ\B YL SOZY Gl ()@-&.ﬂ“‘.kﬁé.ﬂw 44 (Y) «SH @ﬂ\m A8 e;;j\
dausice aaall 08 Cliaid) agul dhiaa (0) BHw\meﬁﬂaJﬁuw\a@_ui&éM(i) SL Al e
d)x;w(@c\))c)ﬁd&@&ﬂmdsmb L_al.ume.ud HLM\M&M\aJﬁuM\&u\&A&(W)‘HNM\
Adadaall 45 6Sall agul) 2 ol (bl Jas ) T i) ol

SMALL MINUS BIG (SMB) 528l 5 5 jpiaall cliiall agasl ddaine vile ¢ (3 401 Y-£-Y-9

Lagill o 2y anall s S Glaiallg anall s juia Ciliiall pgud ddaiae dile (G 38 lua 2048 (1) Usladl) a5
RSP

SMBt = 1/3 (SHt + SNt + SLt) — 1/3 (BHt + BNt + BLy) (2)

agl Aadag Nile (SN el Lunddio anall 5 ppram Ciliiall agul dains Yl (SH) ¢ idlly 48 53l e el (i, 1) 10 S
gl ddaine Sle (BH) el Alle anall s jraa ciliial agud ddaise dile (SL) cdagdl) dansio anall s ja ciliidl
gl Aatae dile (BL) el ddassgin anall 5,08 cliia) agul ddaise Sl (BN) el diaidia anall 3 508 ciliall
Al e analls S il

HIGH MINUS LOW (HML) dasil) {iadiiin g daill dlle cliiall agasd Aadae dile G (580 1 -£-Y-4
Lagll) A e 3l dagdll i Al Alle cliiall agf Aadae dle G (3 A colua L8S (1) daleal) eiiass
A ) Aall 4y i)
HML:=1/2 (SH¢+ BH¢) — 1/2 (SLt + BLy) 3)

agl iadae ile (SL) cAasill dadiia anall b e Ciliiall aguf Aaise dile (SH) il 4S5l (e i (J, 1) 10 S
gl Adaing dile (BL) el daidia anall 3 S Ciliial agul daias dile (BH) el Adle anall 3 ja ciliidl
Al e analls S il

:EJ}JI#JEJ' o_r.1d

s o sliie JS g yrall ey jall 48 jlay JaasVI Qo a3 23 sailly dalaldl (1) Aabeall O e DS 2an5 o
sy (Rsie gl A) Glaliia A (Sl ams (usiu 358 ) T) Blie VY Leal 585 536 (Rollling) 3153148 sk
el 8 (X) sLaiall 3 sail) adaitd JUall Qo e 60 5l v CBBAS laasV) dlalas 8 Jax 3l bl of da) 530
YY) Yo ale e ol I aoll ia Yo v 4 alad J5W) a0 Al (e zdsail) cBlaae e slie Il YOI Y ale e J5Y)
NG e zigall @A Je dlde Yo YV Y ale e SEI ) 8 (X) EMGS}A..\”&M} (g gy sl
VY s aae Alla 4ol aledl e Ay lall adgy SlasiWI Jamy Jags ¢ Y 0V Y ale Gl (e W) gl (iag Yo o9 alad G
s laniV) 3sai 8l olon 2 @l ey Sl aag AL lalie A e slaie ) Sy (bl Jae 5 il A5 saa L
Zlaiy Lalal) Clebany) Gadle (V) Jsaal)l mass Aygiw ao) 358 JS 8 slinal Aalall Hhlaadl g siue oyl
.(Fama & French, 1993) G, jlaiy

(Fama & French, 1993) Jlasil z3sais dalall cilebasyl 1) Jaa

Mean Median Std. Dev.
B cons 118 .093 0.198
B RMRF .057 -.051 1.369
B SMB .643 .595 1.523
B HML 1.215 1.091 1.970
Nobs 11.7 12 0.873
R? A .381 0.232
R; .03 0 0.219
Fitted .025 .022 0.141
Rsiduals .001 .001 0.153
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soldial) (s giua o dall) jbolsial) juld T -F-9

iy Jalaill Jaa 3 538l (5 ghna e alinally Lalal) J.}al';.d\ Fama and French (1993) _la3Y) G'J;;A-'\ %,’j\}_; Ja

oA Shlaa (5 sine Jasatly i ) IS el Sl Aalal) SRl 5t e el Gl of (51 i g S

e st gl BLEL lhalda g giual (5 liaall Gl a3l e 5 e 58 (ID10) slitalh Aaldll Hlhalaall (g giue olé Jll
[EL (5 gia o dali] jblial yuld V - ¥-4

b e ol slandly dalal) Jbu|m@1§u 568 (IDIO_PEER) gaillh dalall jhlaal Gubial Lol

u"‘)—‘éhdhc“é}’us‘iﬁ w\.\ﬂ\‘)}mdﬁdsﬂ\ M\AM\@&M\A_\\Luw\ u\yﬂ(@w\hﬂl\)hﬁh

esﬂw\u\wﬁm &Uaﬂbmbl\ Dbl (il viad agl Aaldll Hlalaal) (uld &5 dg pladll 8 ciliie © dae 2sa

A0 iay) clilaatinl) sleaiul & L;JAY\ 4.7_.|JY\ Glinadb daldll Hlhlaall (ﬁw\ .k...ujl\ Clua oy — il Jas e — M)
(1) ¢, slaal

s lill) jalaa g Adall g aaineal) ¥-4

iai Aia jabudus @lliy Y oYY S Y0V ) e b il JVA R emall a sl 8 Rl S N 8 )yl paine i
osle Al aine Jaig 138 2300 JS3 5alall alad e sl e se iy Loy b Agha 5 idl) o3a yiads ale V) )
Global Industry Classification Standard (<leluall) cletadll Cipiail ol jhaall @ (Aelia) glad 1)
o Foal ) Lgnadal 1505 8 pemall e Bllal) S g il Jadty (o305 JalSL Ll g Uil slasiadd 3 5 138 (GICS)
S 51 A8 58) Sl (e Jli axe Jas i) Cle Unil) sbagiasd o5 LS e pmalaall cilallaaly cilay il g abiill dagads s
Al oo ge ol Y () ¥ g Uil 8 culiiall dae alisil Caresy (381 jall g sy s shaall Lo 535 g Ul (Jia (Ja
Sasinl i LS cplad JS & S Al e Jaliy ad dae sy alhay (A5 gladll Jd o) jlail) haxa 500 (W8 6 Jiaiall
T le de e A58 VYT 8 A jlall Al Aial) i @l Al all Gl e e iy Lhe il Y ) S )
Gl sacld (pe culilul) 4.3\5@4;_\?4 M (\') Jsaally Tense 92 LS (A..u.u /45_).“:) aalia VY19 Claalin UJLAAL’ Sle Uad

.(Eikon Thomson Reuters) ¢sSa) 3 g O smass

(Fama & French, 1993) _lasil zagaly Aaldll cilebasy) o (V) Jgaa

) Glaaliadl 2ae Al IS Al e g Uadl
78R Y44 AR K Ll e Al
% YA YYV 7 A YY Ll alus
% A KA 7 Yo Laadle
% YA YY. 714 Yy i
% Y Yy AR Al Al 3 sa
% )4 Yiy AL Yy KPS
% Yue YY14 ARE yYY )

2] il uld Y4

sl Cf pdial) ) -9
Adlal) 831 Baga

h EW c“.)‘\{‘ 30 el aBy LY Bl e AV Ganliall JIA e Al ) Baga Ll
Gk o LY sy Lkl Kothari et al. (2005) zisd e skde¥) I e (AEM) 4kaday) Gliliainy)
(|ndustry-Year Cross tl.kél\} aay (%) daleall 3kt (ya bj\yﬂ dallaal) daall 24 ?3 Cua Ay HiaY) cldlaatyy)
5 s 334 ) Ao @l Jy Al salldallaal) dagall caal j LalS g ¢4, LAY cldlaaiud) g sk e 7L oY) 30y ,h5.S Sectional)
,Cu.jy\ 513 (5 sione (il e Gl Ja 81 sall Al Aagdl) Cumiil WIS uSally ol Y1 50

AREVije— AREc,,t PPE;

TAj; i
— = 621] —= + B31] ROAl]t + Eijt (4)

Ajjt-1 Al]t— Bll] Ajjt-1
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o On B gy daaY) Bt (TA) et il 3 yidlls pladlly 48,80 e aad o(1) () «(i) Jsa 10 Sus
« Y (REV) (Jsa¥) Maal (A) cdaliniil) ihiial) e gaiil) 38l Lilay Lalall e 53l J8 (5_luall) )l
(B Y Gl #3sail) s (g) (Usa) e diladl J3s (ROA) cosnaal (REC) i)l J sa¥) (PPE)
£ I AdLal) L83 Baga

Do Basa a5y esliinall Adlall il B sa (e AELGe g8 (AEM_PEER) o hill 4dl) ) sasad danslly
Ligia Al (;3&:\; LCalalaatuy) é:v‘).Ln oe Cbe‘ 3ol YA (e Lﬁ‘ ¢alinall Aalladl o all 30 g (unlia (il ;\).L'n.'\ﬂ allddl
9y ol il Gl mua o8 Sang ¢ bl gaa Jiad Al sliiall alayial) e gl Gl il &l bl ((lead) Jasgll
el il el il 8o g (i dixd caaliay) Galall gail) e ?QJ:LJ‘)L.)SAY\ Clalastiy) u.u\:\ﬁvﬁ M EM\ ‘_gd.am © dac
Aaind ga 5 AN Arg )Y il 4 e ) Cliaaindl sl gl s o — JBl das o — (V) 8 sliiall
(V) A slanall 4y JEay) clilEainy)

uld ) il piiad) ¥ 14

e sl Mea) duw (e 5 jue (LEV) Al 2l (BLaial) calal Y el &3y e sl o 5 jue o(SIZE) aaall
Llaiil) A ii¥ (e gl 3831 Sl (g Jlamall Cil_aiY) (e 5 e ((CFO_VOL) dpaiall i) s ¢J pua) Jlaa)
{ psia Leians ) 3l Al 3 il Cilagse G B AN (SG) Clanall e Jama Dlgin ¥ JSa) angg @ilgin 0 A A
AL 3 il ilaaal

«Jalsi V) 43 ghaa g agl) slaay) -9

0,Y % Y,1) (AEM) slaiall (s sivse Ao ClBEiN) 5 sk e LY 8,10Y Jasusll s Jassiall 4y (1/7) 5o 0

el Yo & 0% (5 hme ) 23 (% V)Y % A) (AEM_PEER) gl (s sinse e 5% V50 0,38 (5 jlne Bl il (%

Geob e oY 8o Ox s Amm Aa o (% ) dasins (sstae die) (syiaa g2k Bl eas (/) s Oa
gl g e e slaiall St e GlElaaiuny)

Lda sl lelas) (/7)) dsaa

N min p25 Mean Median p75 Max Std.Dev. Cv
AEM 1212 002 0.024 076 .052 105 467 .075 994
AEM_PEER 1241 .025 0.056 .08 071 094 27 .04 499
IDIO 1215 .024 0.082 .128 12 166 .303 .06 469
IDIO_PEER 1245 .081 0.112 .129 129 144 196 .023 176
SIZE 1210 135 18500 19.726 19.85 211 242 1.978 1
LEV 1246 0 0.000 .15 .088 254 931 175 1.164
CFO_VOL 1222 © 0.036 .081 .064 114 298  .059 731
SG 1209 -1 -0.089 .134 075 263 3.954 52 3.878
Ll )Y Adghiae :(/Y) s
Variables AEM AEM_PEER IDIO IDIO_PEER SIZE LEV CFO_VOL SG
AEM 1.000
AEM_PEER 0.284*** 1.000
IDIO -0.044 -0.002 1.000
IDIO_PEER 0.027 0.084*** 0.253*** 1.000
SIZE 0.130*** 0.149*** -0.023 -0.043 1.000
LEV -0.070** 0.038 0.062** -0.012 0.247*** 1.000
CFO_VOL  0.285*** (.254*** -0.055* 0.007 0.216*** -0.007 1.000
SG 0.079*** 0.032 0.055*  0.039 0.068** 0.024 -0.028 1.000

***p<0.01, ** p<0.05, * p<0.1
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riad G A 0.8

&kl (Y) s pall Slay pall 485k (V) (34 Ga gtila el 53 JlasiV) sl JUA o JsY) gasaill Jlal o

Instrumental (=lua 23S (IDIO_PEER) gl (5 sivsa e Laldl) jhlaall e slaie ¥) o gy ¢as jall dalal)

Ui il J el alasiind oSy sliie JS (ailiad (Say paiall 138 () 3) ¢(Leary & Roberts, 2014) G5 Variable
JJAdad)

relddel) cdua g7 ) ~0-9

Gsine Slo SBEALY) Gyl e ZLLY) 31 Gn BB kA jelaty il juaiall G B (V) JSE) sy
exall G Ly Uil (s sise o DBESILY) 535k e LoV B0 G Lty AR 5 N 8 W) sise (hn s sliidl)
Lhi e A Helai Ly (0/)) G (V) e JSEY) 8 jeda lls Cilagaall i Jane s Agaiill colsdnil) Calis  dad) g
a0 al G plail) s e Aalall hladl s plaill s siue e a5k oo LY 5 o
(/1) JSa A8E da ) (e il puriall (5 sise e had e 48D il 5T ¢(N)

AlEal) Cavia o8 (YY) ¢ )

AEM

0 0.2 0.4 0.6 0.6
AEM_PEER
171
3.00E+01 1.00E+00 |
2.50E+01 7Y 8.00E-01 o6l o
2.00E+01
s o0 S 6.00E-01
# 1.50E+01 #
1.00E+01 Ho0EoL
5.00E+00 2.00E-01
0.00E+00 0.00E+00
0 0.2 0.4 0.6 0.6
SIZE
1/3
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AEM_PEER
.

0.6
CFO_VOL i % 3
1/5 IDIO_PEER
IDIO_PEER
)

A9 Us yal) jlani) gigai ¥ -0-4

oo alall jhladly gl g siue o clilaainy) Gish e ZLoV) 5l o A8 G (/1) IS e oy
U jall o aty by 2N D ) (e ol il (5 sise o Aphad e 483 Lol (6T ¢(N) s IS5 33l ¢ Uadll (5 g
.(Polynomial Regression) 2sasll ssie jaaiVl Y

AEM_PEER;; = ag + a1 IDIO_PEER;j; + ao IDIO_PEER?, + a, IDIO_PEER},

+ Indusrty Fixed Effect + Year Fixed Effect + &;;;
2Ll A pal) glandl g igad ¥ -0-9
Ualae (A JEise yiaS gladll (5 sine o CBESIWY) 505k e ZL Y15 )bY (Fitted Value) 5_siall dadl) 2 a4y
Al ) e el ) dleal Al s pdl jlassl
AEM;; = Bo + B1AEM_PEER;; + Z CONTROLS;;; + &;j
B

Y geilli £ 0.9

SV ad g Al JSS d saill o Ol i (e gaiys il sall 53 sV ol 5 (£) Js2al

e e luall juaiall ani ol e ) WS 04 VY ppaaill Jalae a1y s (a5 jadl Aaladl 48 Hlall <5 jraall Cilay yall 44y yhay)
Lplay) Ao 2pa g pualy T ppaly cpladly dalad)l Hhladl say eliall jaiall o sl Al didadll 4adla
O sl gl (5 gise o g BLaiall (5 5iue o G Ga sk e LY 80 G (% © Ausine (5 de) dygine
O LY Bla) s sie (Ualisil) saly ) aa (Uaday) 3o sliiall (g sie o CBEILY) 5y sk e ZLYI Bl (5 sie
anll b Jsl S il i) 38 (e e inall Gial 81 e 385 L 55 Uil (5 sie e BESILY) Gk

R
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sVl Jala il (€) Jsaa

2SLS GMM

AEM_PEER 0.544 0.534
(7.32)** (6.73)**

Lag AEM 0.181 0.170
(5.80)** (3.88)**

SIZE 0.003 0.002
(2.28)* (2.13)*

LEV -0.036 -0.033
(2.73)** (2.55)*

CFO_VOL 0.202 0.193
(5.08)** (4.43)**

SG 0.015 0.014
(3.55)** (2.74)**

_cons -0.049 -0.040
(2.14)* (1.94)

Wald chi2(6) 233.52%** 145.09***

R2 0.17 0.17

N 1,004 1,004

Tests of endogeneity

Durbin (score) chi2(1) 17.0335%**

Wu-Hausman 17.1894***

GMM C statistic chi2(1) 14.7185***

Tests of overidentifying restrictions

Sargan (score) chi2(17) 6.92228

Basmann chi2(17) 6.80372

Hansen's J chi2(17) 8.97902

Test of Weak Instrument

First-Stage R-sq 0.6602

First-Stage Adjusted R-sq 0.6522

First-Stage Partial R-sq 0.6340

First-Stage (F — Statistic) 94.3206*** 110.092***
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Abstract

This research examines how financial reporting quality (FRQ) of a firm can be affected by FRQ
of its peers. The results refer to a positive relationship between FRQ of peersand FRQ of a firm.
This relationship may be motivated by pressure or legitimacy; The higher FRQ of peers may lead
to a higher FRQ of a firm, which pressure of peers push firms to increase their FRQ, while the
lower FRQ of peers may lead to a lower FRQ of a firm, which the risk of litigation will be
decreased. Using two stages regressionthroughordinary leastsquare (OLS) and general method
of moments (GMM), and 1269 (firm-year) observations during 2011- 2021, we get evidence
supporting our predictions. These findings matter to stakeholders, especially investors and
regulators.
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