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Abstract:

The objective of this study is to measure the impact of
creditworthiness on the propensity of companies to use earnings
management practices using annual financial statements data from 167
companies listed on the Egyptian stock market from 2013 to 2018, and
employing Pooled regression model, the study concludes that there is
an inverse significant relationship between each of the ratios of
liquidity and profitability and the companies' tendency to manage
profits, there was a direct positive relationship between the ratios of
indebtedness and the practices of profit management, which implies
that it is vital for credit institutions to measure creditworthiness in its
three dimensions: indebtedness, liquidity, and profitability prior to

granting credit.
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s¢iadl) cilpiie o Correlations bl ) Jalaa Julas :lay),

Variables -1 -2 -3 -4 -5 -6 -7
(1) Mprofit 1
(2) QR -0.562 1
(3) LogASS  0.056 0.082 1
(4) ROA -0.604 0.034 0.124 1

(5) DA 1¥Yv0. 0.005 -0.155 -0.191 1
(6) DE  0.473 0.001 -0.008 0.023 0.188 1
(7) AE  0.653 -0.001 0.053 0.005 -0.026 0.898 1
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il G Aavgio dulag) Ale 39a Ao Ju Laa ¢(+.T0F 5 L EVY 5 0 LTYY)
aiy A Lok ADIe dgag e du b var 0T ) el Ll V) ded ol LS
) Jae GISHAT da ) 8yla) (g

) apiial Ghagh slasy) :luals
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cptal) uilas axe ladlg Doornik—Hansen jladl elya) o~ jiaall 7 3gaill 28D
Ahall kel oz 3saill il yuaia oadla (ye Xl 3gaill JBlsd) auyei andl Gy
Lanl e Doornik—Hansen loal adxy :Doornik—Hansen jLaid) —)
¢ Gl clyaatie QUL Iy mhaliill jlodl e Jae g¢8 Baatiall culyiiall
Shapiro— jlaal (e Juail ged N ADEWNY] Cus (e Chpidl Galsd Gasd
s b Lady k) i) zigal el el ajsll (asd s Wilk
: oY)
(P>0.05) +.+0 (o 1Sl Ligieall il 1) aglal) pjsill o lsall :HO
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O &) LoaY) Ll aajis :Heteroskedasticity ol (uilad ase jLis) —Y
ki) z3gall & (Error Terms) Wadll (ialsa o sl of cplal) uilas aae
Ul sl (Explanatory Variables) sywtall cihsidls jal of (€5 ddagye
.‘?A,Af\ z sl i (Endogenous’-or-Dependent Variable)
0 e S0 Lginal) cal€ 13 L) Galas A gy 2ag Y sl tHO
b0 e JBl Bygiad) culS 13 bl Gulas A Ly aag sl sHI
D)z 3gai Cysiia daadla (se SEL Doornik—Hansen jlaa) zils b Lads
~clilll eilas asdl Breusch Pagan Godfrey jlaal iy ¢l

Ganall 2 dgah (i chladl il (V) J<a

Test for multivanate normality
Doornik-Hansen chi2(2)=1102.171 Prob=chi2 =0.6741

Breusch-Pagan / Cook-Weisberg test for heteroskedasticity
Ho: Constant variance
Variables: fitted values of Mprofit
chi2(1) = 3395
Prob>chi2= 0.5931
Stata V5 galiy clayie e lalae) Gald) dlae) (o 2 jreadll
25 +-1VE) il Doornik—Hansen lidl disies dad o) (1) o) IS8 moagy
dle 2lug anlall pisll i JlaatV) 2 3sail ol of Ao Ju lae +a00 e S
(oo e S dusieal)l CilS 1Y)kl aial) ain sl ¢ (gaeall il i
sl Gl (b i
+.04¥) il Breusch Pagan Godfrey il dad of Hlad¥l zi muag LS
by bl Guilat Ao gy 2ag Y sl o e Las vov0 e ST ay
Bl gyl Ry (grall il dis
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il 7 35a)) ol Amanall HlasiVl z3gal Gz dgad Qb aaatl el Lad) —Y
dpajill sty dLagrangian cieliae jLidl aadies (Slsdall bl #3sas a3l
Ll bl 23500 e Juail PRM gasall jlaadV) z3gai ol LasdUl djcal
D) @ b Lady el (il Gadyig paall ph i (P=0 clS 1] ddlgdalls
Maginy daad) ladly HlaatV) 23l G Alaliall mihaY Cielias

EbaY helas Jlaal i (Y) ) J<a

Breusch and Pagan Lagrangian multiplier test for random effects

Mprofit[Cid,t] = Xb + u[Cid] + e[Cid,t]

Estimated results:

Var zd = sqgrt(Var)
Mprofit 258835 5087583
e 2284811 LAT77997
u .0316106 1777936

Test: Var(u) =0

chibar2 (01) 46.51
Prob » chibar2 = 0.0000

Stata V5 galiy clayie e lalae) Gald) dlae) (ot jreadll
i) z3sai of o da e P=0 dad of mihaV las) HLaaV) miln jels
s 12 Aglgdiall o A3 HEY) 7 3ga3 (ge Jumdl (grreall Cilasyall iyl ganall
PRM z3gas cilypris e slaicy)
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el Caal) (2l jadall jlaady) zdgal il —¢
gl Hlaai¥) Zagan Sla i (©) pd)y o

Mprofit Coef. St.Err. t-value p-value [95% Conf Interval] Sig
QR -.304 -.478 -3.32 000 478 -460 **
ROA -.229 126 -2.23 .002 -.218 275 xEx
LogASS .045 .021 2.20 .008 .005 .586 *x*
DA .108 021 -4.39 003 -.050 234 **
DE 191 .004 3.19 .005 -.006 .038 **
AE 237 .344 3.27 .000 386 .655 **
Constant -.100 062 -1.60 011 -.222 022 **
Mean dependent var 0.330 SD dependent var 0.509
R-squared 0.705 Number of obs 1169
F-test 4.139 Prob > F 0.000
Akaike crit. (AIC) 742.788 Bayesian crit. (BIC) 773.172

ool pe0s el
Stata V5 guliy clayie e lalae) Gald) dlae) (ot jreadll

iy llg Alat¥) sylaall A duhal sasiall JaaiV) jLad) il Galud) Jeaall ma
Jaab éllyg (Mprofit ~ LY 5\ e (AE ~DE — DA —ROA — QR) wlysidl i
- ) S LOgASS i

Lppatill Haal) gl ) +.Veo caly all R-squared wasall Jelas ded judsy
o Il Tan B Lo J13 2 /90 A (g5iae die oz 3gall 8 Alkiadl) el
O ) il alee A i LS cdilany) Lalll o JS€ jaadl z3salll 535
b Ll aslat¥) )laall e ) aa i dums )l 8yl & st S cal) e £V
) Shaia o Aabia) A 2)la a5 (AT dalse (I aag gd dacl

Ay ag crre e il 8 Sl #3saill Fotest jladl dad o) Gilud) Joaall gy
¢ OnS S dpadil] Boally 4Dl el 3sall aia () g Lea 6000 0 (e Nio
AN @iy Ailas) Al aags V' Aahall )l i) by oSa @lld e ol
ol sy e g WY1 Bl Clajleny Dopemall IS L) Blanll ( Dagins
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Mprofit Coef. St.Err. t-value p-value [95% Conf Interval] Sig
DA 113 .052 3.05 .000 -.099 .104 **
DE 204 .026 4.18 .005 -.036 043 **
AE .102 .012 -2.16 .002 -.026 022 **
LogASS .087 .045 4.92 .005 -.002 177 *
Constant -.245 138 -3.78 .006 -.516 .026 *
Mean dependent var 0.305 SD dependent var 1.124
R-squared 0.643 Number of obs 1169
F-test 10.934 Prob > F 0.003
Akaike crit. (AIC) 596.351 Bayesian crit. (BIC) 621.671

#*% p<.01, ** p<.05, * p<.1
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Mprofit Coef. St.Err. t-value p-value [95% Conf Interval] Sig
QR -.350 -.070 -4.21 .001 .450 .321 *#
LogASS .087 .045 2.93 .004 -.001 175 *®
Constant -.244 133 -1.83 .067 -.505 .017 *
Mean dependent var 0.255 SD dependent var 1.624
R-squared 0.453 Number of obs 1169
F-test 6.865 Prob > F 0.000
Akaike crit. (AIC) 592.365 Bayesian crit. (BIC) 607.556

##% p< 01, ** p<.05, * p<.1
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Linear regression

Mprofit Coef. St.Err. t-value p-value [95% Conf Interval] Sig
ROA -.139 272 -3.14 .006 -.574 .496 i
LogASS .087 .045 2.92 .005 -.002 175 **
Constant -.243 133 -2.83 .008 -.503 .018 **
Mean dependent var 0.415 SD dependent var 1.124
R-squared 0.353 Number of obs 1169
F-test 8.853 Prob > F 0.000
Akaike crit. (AIC) 592.390 Bayesian crit. (BIC) 607.581

*#* p<.01, ** p<.05, * p<.1
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