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The study aimed to identify capital structure as an intermediary variable in the
relationship between the risk committee and the collapse of stock prices on the
Egyptian Stock Exchange by applying it to the EGX30 index. The research also tested
whether the impact of the risk committee on collapse risk weakens or magnifies
according to the level of institutional ownership, and the research used analysis
Principal components (PCA) to aggregate and extract a factor representing the
characteristics of the risk committee (its independence, qualifications, and size) as a
factor representing the effectiveness of the risk committee. The study also used two
measures of stock price collapse risk to support the results, and an assessment of
capital structure, to examine the potential impact of capital structure on the
relationship. Between the risk committee and the risk of a collapse in stock prices in
the Egyptian Stock Exchange. The results of the study revealed that the regression
analysis has a negative, statistically significant effect that is related only to the
qualifications of the risk committee on the risk of a collapse in stock prices. However,
when the characteristics of the risk committee are combined into one composite
factor, The researchers found that companies with effective risk committees show a
lower risk of stock price collapse. The researchers also found that companies with a
high level of institutional ownership and effective risk committees are less exposed
to the risk of collapse. The results showed that there is no effect of capital structure

on the relationship between the risk committee and risk. The collapse of stock prices
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in the Egyptian Stock Exchange, as the results showed, and additional analyzes
indicated that the complementary modifying effect of institutional ownership on the
link between risk committee and collapse risk is likely to be driven by dedicated
institutional ownership.

Keywords: capital structure, risk committee, stock price collapse risk, financial

sector, institutional ownership, EGX30 index.
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Panel A: Summary statistics (N5430)
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1.945
DUVOL 4, —0.734 —0.193 1 —2956 1
—0.195
0.833
RCINDP,0.415 0 0.50 07 |o 1
0.394 5
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2.357
RCFACTOR, —1.682 0.358 134 | —1682  3.147
—0.000 73.050 5 98.160
1.541 87.2
50
DEDOWN, (%) | 45.750 63.725 811 | 0 95.320
60.203 20
23.247
TRAO | 9078 | 12. | 0.920 4.255 1. |o 71.370
WN, 46 12
(%) 9 0
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4
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(%) 23 90
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(continued)
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| J K L M N (@] P Q
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Panel B: Pearson correlation matrix (V5 430)
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Intercept 1.380( 1.56)  0.590 ( 0.86)
RCEX, 0.121(1.03) 0.043 (0.48)

0.095 (1.59) 0.039 (0.90)
TURN, 2.678( 0.86) 1.893 (0.85)
RET,  0788%%(2.45)  0.541% (2.23)
SDRET, 5.450( 134)  6.406** ( 2.09)
SIZE,  0.045(0.95) 0.020 (0.55)
MTB,  0437%(220)  0.283*(1.87)
LEV,  0.012%*(257)  0.011%* (2.89)
ROE, 0.004 ( 0.63) 0.005 ( 0.99)
ANA, 0095( 1.40)  0.053( 1.00)
BODFACTOR,  0.038( 0.84)  0.016( 0.45)
CROEX, 0.149(1.23) 0.185** (1.96)
AUDQUAL, 0.260 (1.37) 0.126 (0.86)
ACINDP 0.165(0.57) 0.153(0.68)
ACSIZE 0.121%%(2.06)  0.104** (2.24)
Year fixed effect ~ Yes Yes

Wald y? 83.81 88.13
Prob > ¥20.000  0.000
N 430 430
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Panel B. FGLS regression results on RC characteristics and future crash risk (NCSKEW 4, and DUVOL 41)

NCSKEW 41 DUVOL 4 NCSKEW 41 DUVOL NCSKEW 41 DUVOL
NCSKEW 41 DUVOL 4, Variables (1) @) 3)
4) (5) (6) 7) (8)
Intercept 1.813( 1.53) 0.322( 0.34) 0.767 ( 0.64) 0.257(0.27) 1.735( 1.39) 0.268 (
026) 1876(161)  0543(056) B L L
RCINDP, 0.313 (1.12) 0.231(1.04)
RCQUAL,—0.721%** (—3.13) —0.554*** (—3.00)

RCSIZE, —0.003(—0.08) —0.002 (—0.05)

(continued)

E)
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Panel B.FGLS regression results on RC characteristics and future crash risk (NCSKEW 41 and DUVOL 47)

NCSKEW,;; DUVOLg — NCSKEWy DUVOLg  NCSKEW. DUVOLy  NCSKEWg, DUVOLy, Variables 1) )

(5) (6) ?) (8)
RCFACTOR, 0.142*( 1.71) 0.111%( 1.69) o
NCSKEW,  0.074(1.03) 0.029(052) 0.052(0.74) 0.019(0.35) 0.078(1.07) 0.032(057) 0.074(1.04) 0.034 (0.61)
TURN, 4.039( 0.88)-0.524( 0.15) 3358 ( 0.462) — 0.306( 0.09) 3.875( 0.84) 0.510( 0.15)-3.848( 0.84) 0.8684(0.25) — _ _
RET, 0429(1.07) 0316(1.03) 0500(1.27) 0368(1.23) 0420(1.05) 0288(0.94) 0.468(1.18) 0315 (1.03)
SDRET, 4.444( 0831 10.059%%( 2.22)  11.438%( 227) 13644 ( 2.90) — 6.406( 1.27)— 10.934%%( 2.41) — 8.945%( 1.77) —11.511%%%( 2.46)
SIZE, 0.064(1.01)  0.009( 0.18) 0.038(0.61) 0.022( 0.44) 0.074(1.10) 0.002( 0.04) 0.085(1.37) —0.012(0.23) _ _
MTB, 0.473%(1.92) 0230(1.19) 0393(1.60) 0.173(0.90) 0.482*(1.88) 0.230(1.15) 0.507**(2.07) 0.255(1.32)
LEV, 0.008(1.01) 0.012%(1.89) 0.004(0.60) 0.008(1.38) 0.005(0.71) 0.010(1.63) 0.003(0.36) 0.007 (1.11)
ROE, 0.003( 0.35)}0.003 ( -0.34) 0.003( -0.30) 0.00( 0.19) 0.003( 0.30) £.002( 0.22) 0.003( 0.30)-0.001( 0.09) — _ _ _
ANA, 0.083( 1.03)-0.025( -0.40) 0.073( -0.92) 0.018( 0.29) 0.096( 1.19) 0.032( 0.51) 0.094( 1.18)-0.031( 0.50) _ _ _ _
BODFACTOR,0.031( 0.54)-0.019(0.39) 0.045(0.74) 0.070(1.46) 0.024( 0.42) 0.024(0.51) 0.000( 0.01) 0.039 (0.84)- _ _
CROEX, 0171(1.26) 0.167(1.57) 0.144(1.09) 0.160(1.56) 0.174(1.25) 0.170(1.56) 0.128(0.93) 0.148 (1.39)
AUDQUAL, 0.448(1.25) 0.275(1.01) 0.394(1.09) 0.252(0.92) 0.384(1.07) 0.232(0.86) 0.372(1.03) 0.229(0.83)
ACINDP 0140(0.42) 0173(0.65) 0352(1.12) 0377(1.49) 0259(0.76) 0253(0.92) 0.480(1.39) 0445 (1.61)

Y4¢




ACSIZE

Year fix.effect

Prob > X*
N

0.067(1.02)

Yes Wald Y*
0.015
256

0.048(0.91)
Yes

47.86
0.012

256

0.059(0.92)

48.84
0.001
256

0.042(0.83)
Yes

57.28
0.000

256

0.073(1.10)

58.54
0.022
256

0.050(0.96)
Yes

46.14
0.014

256

0.072(1.10)

47.81
0.009
256

0.050 (0.95)

Yes Yes Yes
49.87 51.20

0.007

256
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Jase Lyzeig el eMlagl bbbl Lt clacl ePlaal o (Villiers et al, 2022) s,
Bl O azes ApaliazdW UYL laty Lagd . sl IS laliell 8)15] OsS)s elazms &
ale L NCSKEW (§ Go a5 7V 0 dady alaes! ] 5582 RCQUAL § a>lg §slins bl il
CINT 2 sLeed) bl oliieS DUVOL J Al dagall o)fg calaswgill Lrayd Joo aoy
Alas] Ao @b o 5L Jbleag RCQUAL ¢y &8Mall ool J) Al piid (29
Lol 38 2ualiazdl ¥ old by coumd 5.8

RCFACTOR ¢yt 48Mall (58 (RCSIZE s Apnliell mliadl 1 50 Glagaall (i Loty
8)all RCSIZE cdlalas A 9V cpagandl 3 dxisge uldtudl gl ja sl Jboliag
domdidl (oylamiy e pe Luud H2c dun,8 (318 Wby Gbas| &y as LSy dedeo
Shbolsell 8yla) clles @S1,5 Jeeand 870801 bl el (3L 3yl 0k (e slare¥ 4las 0 g a0 pe
Sl ¥l ble (e caases ub Laygay (Glg ((nalises 888 A lll Laylg, s 3l

B el adlas olan Adlill pasdly A pe Zmdidl 00 (Sasg
pods Lodis elld ang (pulzll ) @zt 2uslell LY o) Bpiuall bzl 35las
Ulag dpdw cholan dxmi caly S Jole 3 Hblell Ll S Slewdl apozny
LeadS (sl (e 00 54,0 €Y) 5l bl cnwlide e RCFACTOR J lislas)
sblee ydas dllas [blxs ol Lead (&1 8201 o ) Ayl 51dd (p <010 wie dls
L wlewd Ges Jomad cple Uy ladss po silons Lo g9 (81 meael o Sl
Sl bl Adlaas| (e Jas &) daezll bl

RCFACTORINSOWN 5 RCEXINSOWN ¢yelelas (umiie aadi o Joasdl §

Bz ailasg bl Lt a9 il e 35 JWI wly JSea Ggiun O 13] Lo 5L
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Go VoY cmasentl § mibge 5o LS Addiadl medl jan sl Jblee e bkl
aekds L) bl crlial lilas] allog 2eduo J155 ¥ RCFACTOR (ol8 (Y Jouznl!
3325 .(p <0.10 e Ao LeadlS 4,1 Y0 5+, V1Y) Lmdin Jytad psieS Leucwsll 48U
Lz Slew 8508 Jo> 4ayludl Laz> RCFACTOR J Gibas! Ay ddladl cdlelall
38508l cMelall Laiy 4 Byl € Joudl yday sl ¥) bl aleas! Julas e bzl
Ol 1o Y Gusgandl § 5L Hblil cnwlial Wilas| Als aég duley) RCEXINSOWN
Shee¥! bl cawlial Bilas] Wlsg el RCFACTORINSOWN Lo 8yuiall cdlolall
ol (JWby (sl e p<0.05 9p<0.0T die Wl e +ye v Ag o, V) A g€ cpaganll §
H3 @bl o Leidy (RCEXINSOWN) 3sludl Jelanll pasl At pe Lol H3 2o,
Jazae 8 LS ued JW ely U2 o 9o .(RCFACTORINSOWN) ¥ Jelasll il
el cilewd! Aalie @iy > ¥ Jbley Aarall Jblell Zisd o 28Mall e
A8, § bl ol ¢ dpaall § udmll sliacd

O Sl ANl e MaSo Foiran 1l Lwucnedll LSUI Loles (Julall 3
ol s cilose G WMl 5033 (61 Sl ¥ 1 Jlalinag (L) Slolel) 2z (ailias
Dbl sblay

Y4y
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Variables 1 2 3 4 5
6 7 8
Intercept 1.349( 1.52)  1.147( 1.28)  1.900( 1.63) 3.396***( 2.59)  0.571(
0.83) 0467( 0.67) 0537 _ 1621(152) _ _ - _
RCEX: 0121(1.04)  0.288( 0.72) 0.043 (0.47)
0.136 ( 0.46)
RCFACTOR: 0.163*(1.87)  0.612*(1.88)
0.125%( 1.81)  0.452* (181)
INSOWN: 0002( 074)  0005(127) 0003(069)  0.012*(173) 0001( _
0.36) 0.002( 0.70)  0.002( 0.57)  0.009* (1.69)
RCEX: 3 INSOWN; 0.006 (1.07)
0.003 (0.63)
RCFACT: 3 INSOWN; —0.011%** (—2.48)
—0.008** (—2.40)
0.777%%(2.42)  0.778** (2.43) 0.452 (1.14) 0315(0.80)  0539**(2.22)  0.535%*
(2.21) 0.310 (1.02)
0.053 (1.08) 0.049 (1.00) 0.106 (1.54) 0.121* (1.76) 0.023 (0.61) 0.020
(0.53) 0.024 (0.43)

H
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JUacH jloleag (JUI uly SSKaag « oLkl Azt e FGLS ylowomsl il (¥) Jgoz

- - ‘
.

NCSKEW, | 0.093 | 0092 |[0070 |0038 |0039 |[0037 |0.035 | 0.009
(1.56) | (1.55) | (0.98) | (0.52) | (0.89) | (0.86) | (0.63) | (0.15)
TURN, — — — —5553 | —1953 | —2133 | — | —
RET 2910 | 3473 | 3550 | (—123) | (—087) | (—0.95) | 0461 | 1.678
(— (— (— (— | (=
093) | 110 |077) 013) | 0.49)
0.210
(0.69)
r — — — —4263 | — —6.082% (—  —
SDRET, 5432 | 4568 | 9205* | (—0.75) | 6.449% | 1.95) —11950%*  9.364*
SIZE, (— (— (— (— (—2.53) (—
133) | 110) | 181) 2.10) 1.98)
0.041
(0.73)
MTB, 0442 | 0.423** | 0.545% | 0.650%* | 0.285* | 0.273* | 0.281 | 0.391%

222) | @13) |@19) |@60) |88 | (@79 | (143) | (1.96)

LEV, 0.011%* | 0.011** | 0.001 | 0.008 | 0.010** | 0.010*** | 0.006 | 0.011*
230) | (219) | (009) | (095 | (275 | @72) | (0.88) | (1.70)

ROE, — — — —0003 | —0005 | —0005 | — | —
ANA 0003 | 0003 |0002 | (—034) | (—0.87) | (—084) | 0000 | 0.003
(— (— (— (— | (=
045) | 040) | 0.24) 006) | 0.41)
t — — — —0121 | —0538 | —0046 | — | —
[\ aal




I -1 ggl (1) aasll (1) alagll Aylill pglell Aggall Ayl Ailag

NCSKEW, | 0.093 |[0.092 |0070 |0038 |0039 |0037 |0035 | 0.009
(1.56) | (1.55) | (0.98) | (0.52) | (0.89) | (0.86) | (0.63) | (0.15)
BODFACTOR, | 0098 | 0083 | 0106 | (—149) | (—101) | (—0.85) | 0039 | 0.060

CROEX, (— (— (— 0103 | —0016 | —0018 | (— | (—
143) | 1200 [129) | (077) | (—046) | (—051) | 061) | 0.95)
— — 0.125 0147 | 0.068
0039 | 0046 | (091) (1.38) | (1.39)
(— (— 0.119
087) | 1.00) (1.13)

AUDQUAL, | 0294 |0340* | 0350 | 0373 [0134 [0153 |0215 | 0.231
(152) | (168 |98 |@©97) |91 | (@01 | (079 | (0.82)

ACINDP 0133 | 0149 | 0452 | 0360 | 0140 | 0145 | 0436 | 0349
©046) | (052 |(29 |@o04 |62 |64 | (155 | (1.26)

ACSIZE 0.119%* | 0.115** | 0.064 | 0.047 | 0.103** | 0.101** | 0.045 | 0.029
202) | (197) |(096) | (©71) | @21) | (@216) | (0.84) | (0.54)

Year fixed Yes Yes Yes Yes Yes Yes Yes Yes
effect
Waldx2 83.47 85.66 50.21 59.20 88.24 88.94 51.75 | 59.73

Prob > X2 0.000 | 0.000 | 0.011 0.002 0.000 0.000 0.008 | 0.002

N 430 430 256 256 430 430 256 256

Note(s): The definitions of the variables are in Appendix 1. zstatistics are in parentheses.

KK,

p<0.01, *p<0.05, *p<0.1

Jobol 5180 3l yluzes¥l coligelge Lkl yLais |

Yoo
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