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The Moderating Effect of CEO Power on the Relationship Between
Financial Analysts Coverage of Companies and Investment Efficiency
"An Empirical Study Applied to the Egyptian Business Environment"

Abstract

Given the varying results of previous studies and research evidence on the
relationship between financial analyst coverage of companies (as an
independent variable) and their investment efficiency (as a dependent
variable), this study aimed to investigate the potential role of CEO power
individually in clarifying the reasons for this variance. To achieve this, four
hypotheses were tested on a sample of 63 non-financial Egyptian public
companies during the period between 2016 and 2022, providing 441
observations. This was done in the presence of five control variables:
company size, company age, return on assets, fixed assets ratio, and operating
cash flow ratio .Using regression analysis, the results of hypothesis testing
statistically indicated no relationship between financial analyst coverage of
companies (measured by the number of recommendations) and their
investment efficiency (expressed by the residuals extracted from the
regression model of (Chen et al., 2011). The results also showed a moderating
effect of both CEO duality and board independence on this relationship. CEO
duality interacts inversely with financial analyst coverage of companies on
investment efficiency, while board independence interacts positively with
financial analyst coverage of companies on investment efficiency. On the
other hand, the results did not show any moderating effect of CEO tenure or
CEO ownership in the company's shares on the main relationship under study
during the study period. Finally, the study provides new evidence that CEO
power individually can play an important role in the relationship between
financial analyst coverage of companies and their investment efficiency.
Keywords: Financial analyst coverage, Investment efficiency, CEO power,
Moderating effect of CEO power.
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