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0 ABSTRACT O

Companies aim to mitigate the imprecision risk that may be embedded in thier financial
reporting by disclosing accurate earnings. which may reflect positively on future cash flow,
and consequently on the cost of companies’ equity.
The aims of this research is to study the impact of Earnings Quality on Cost of Equity
Capital, using a sample of 20 Companies listed on the Damascus Stock Exchange during
the period from 2013-2020 based on cross-sectional data models to achieve this research.
The cost of owned capital was measured using the Ohlson model (1995), and the approach
to cash scale was used to measure the quality of profits.
The results showed that there is no Statistically Significant Effect of the Quality of Earning
on the Cost of Equity Capital, While the Results Showed that there is a positive Effect of
the Earning Quality in the Cost of Capital after Adjusting the Size Variable, and a
negative Effect after Adjusting the Financial Leverage Variable.
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dagd ey Tangly baad) Jans gl ¢ g Al Clpiial dghua gl il syl 8 (1) ) Jsaall sy
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COEC EQ LEV SIZE

Mean 0.546063 14.62581 0.584188 10.25519
Median 0.540000 14.63000 0.580000 10.26000
Maximum 3.520000 571.3900 1.210000 12.23000
Minimum -2.440000 -542.1400 -0.040000 8.280000
Std. Dev. 1.149852 216.8248 0.244655 0.768892
Skewness 0.014389 3.39E-06 0.006410 -0.000699
Kurtosis 2.764491 2.731034 2.722617 2.732720
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e yaiall Qi Lﬂ;i Baag Hda aag Y :H;
gk o)yl el dgy el bl dee D (e <t elldg cangll Hia LA mAl (2) Jsaall cpw

Al clpiial Basgll i chlgal (2) sl

LLC
Level 1st difference 2st difference
Statistic Prop Ststistic Prop Statistic Prop
COEQ [ -19.8358 | 0.00007 | -5.08783 | 0.00007 | -8.14377 | 0.0000"
EQ -12.3599 | 0.00007 | -15.8755 | 0.00007 | -19.4615 | 0.0000"
LEV 936717 | 0.00007 | -7.76629 | 0.00007 | -11.5633 | 0.0000"
SIZE 1.96348 | 097527 | 030753 | 0.6208" | -2.86858 | 0.0021"
"P<0.01,  P<0.05,  P<0.10

Eviews 10 lada o alaisYl Lald) slas) (e

OS g2 aaall juxie e liuls %5 (e J81 LeleSh claadU ddlaa) Al ol Galud) Jsaall (ge 2aa
paal Gl ) S o5 e chine el AU (3 U3AT Laries JSV) pdlly (sl e Bany j3a 4l
2l S Lasie s (s ginnall i B Aaglially Aliisally Lalil) cilysiall asen of () el Q) Ul
.Panel Data g3l aladiub
sl dll e g8adl) Bl
Jsandl sedays ¢Auhall Clyate e aitie JS8 Ay papdall aygill Hlodl ehal o5 2 apdall 2053l -1
 EY) 15 it (3)

bl el LA (3) Jgand

Jarque-Bera Probability
COEC 0.375283 0.828912
EQ 0.482284 0.785730
LEV 0.514037 0.773354
SIZE 0.476272 0.788096
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0.058) 3 ashall o335l &is COEC, EQ, LEV, SIZE (5o JS o radal) aysill s il ek
.P-Value >
B Y A das 2
O OS O ol BaLil angy 0.01 AV (ssiuse die 4l (g Ayl it G A8 (4) Joandl el
Y Leiy eelslaall JUal ) 4855 anall (pe JS 0 (la) Bl aagss edlsleal) JLal) (ol 2S5 Allall dad)
A leall JUl Guly 4155 ~ L)Y B3 e IS G o ANV 53 Laliyl aagy
Ll cfpiia (s Jali ) Adghiaa (4) Jgaad)

COEC EQ LEV SIZE
COEC 1
EQ 0.046568 1
LEV -0.030892 0.052618 1
SIZE 0.379052 0.042131 0.484174 1

Eviews clajia Ao sldeyl dald) das) e
LS mpalal) sl i cilampil) 2 3las 6 sl o (e nill oz JBlsll aalall ayyill Liial 3
o ST p-Value 4ad i any Jarque-Bera Test Sl nlall ayall HLEa) 8 (5) o) Jsaad) elay
sl agll agii Bl Gla b %S
Alsll aonlall g L) (5) Jsad

Jarque-Bera Probability
MODELI 0.430044 0.806524
MODEL2 0.534815 0.765361
MODEL3 1.795788 0.407427
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Pl Lo Aaadle (Says eelglaall JUl uly 4415 3 L) sasa 580 20l Jsaadl Gan Hy Laaall

journal.tishreen.edu.sy Print ISSN: 2079-3073 , Online ISSN:2663-4295

597



Tishreen University Journal Eco. & Leg. Sciences Series ©2023 (3) 2l (45) alaall 43538l Lbai@y) aslall . 88 daals s

Al Y1 zhsa o ey 1385 %5 (e srual Restricted-F sy P-Value ddlaay! dagl o -
craadl) a2 3sa e dee D S
DY) zasa o (Ao Jay 1385 %5 (s Sl Hausman test ,Laa¥ P-Value adlial il ) -
Zsad (35 g il i) il alaie) @ iy Al S 23 sa (e Uil Jalail dae e ST 40055

Al )

Jay 1385 ¢0.01 g ST 25 0.6005 &#ls F-Statistic 48lasy P-Value ddlaay) dadl o) -
Jualall il (10 %0.1 of 61 €0.001 &ls R? apoatll Jalas 4 oy cLilian) dage e dlsladd) o e
Alas) Iy e sl 1aas 2L sasa 3 dealad) il opusiy gladd) JLall () 4dlS5 3

Jal) Gl 4RSS 8 - Ly ) Sagad Ailuan) AMa 3 goina i agag are ARl guladl) o -

.&lslaal)
H; Al clpdisa (6) Jsaad
Test Summary PRM FEM REM
COEC= C+EQ Coefficient 0.542451 0.543353 0.543125
Std. Error 0.091300 0.076983 0.165269
¢ t-Statistic 5.941383 7.058054 3.286321
Prop 0.0000 0.0000 0.0013
Coefficient 0.000247 0.000185 0.000201
Std. Error 0.000421 0.000393 0.000384
rQ t-Statistic 0.585985 0.471085 0.523013
Prop 0.5587 0.6383 0.6017
R’ 0.002169 0.376527 0.001739
Adjusted R* -0.004147 0.286818 -0.004579
F-Statistic 0.343379 4.197226 0.275226
Prob F-Statistic 0.558722 0.000000 0.600583"
D-W 0.898089 1.436654 1.271754
Restricted-F Statistic 4.392687
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d.f (19.139)
P- Value 0.0000"
Hausman test Chi-sq. Statistic 0.033793
Chi-sq. d.f. 1
P-Value 0.8541"

"P<0.01, 7<0.05, 77<0.1
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Husman-test jlidls Restricted F-Test jlialy (A jlasi¥) o 3lad o il (7) o8y Jeanl) eda
Pl Lo Aaadle (Says el glaall JUI Guly 415 3 - LY Basa 50 0l Jsaadl G WHp 3 il
Al UV zagal ol S 1385 %5 e sraal Restricted-F ,LaaY P-Value ddlaayl dagdl o) -
sl laadl) z3sai (e deeDle S
Al Yz 3 O e Ju 13y %5 (e sl Hausman test WY P-Value ddlaay! o -
DBV z3sad (385 dpam ill chlilal) st alaie) 5 s dlgiall JEY) 7 3ad (e bl il daedla
Jda 138 <0.01 e sreal 450.000003 s F-Statistic iglasy P-Value ddlaay) degll o) -
sl e %42.7 o 6l €0.427 {1 R anil) Jalas da (s ccssinnall 1an vie Lilias) dega Asladl)
Alas) JIy el Vs Lyl clyaiall o Jualall el opudy dlslaall Jlal uf 265 4 Jualal
Lad))l) hn way dlglaal) Jlall () 4S5 B 2 LYY Bagad use AT agag ARl bl s -

A
H, L) clpdisa (7) Jgiad
Test Summary PRM FEM REM
COEC= Coefficient 0.634112 1.978261 1.229752
C+EQ+LEV
Std. Error 0.237124 0.414317 0.345819
C
t-Statistic 2.674184 4.774750 3.556062
Prop 0.0083 0.0000 0.0005
Coefficient 0.000256 0.000222 0.000228
EQ Std. Error 0.000423 0.000378 0.000370
t-Statistic 0.605694 0.586460 0.616530
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Prop 0.5456 0.5585 0.5384
Coefficient -0.157139 -2.457159 -1.176042
Std. Error 0.374996 0.698072 0.516856
t-Statistic -0.419041 -3.519922 -2.275375
Prop 0.6758 0.0006 0.0242
R’ 0.003283 0.427891 0.032552
Adjusted R* -0.009414 0.340831 0.020227
F-Statistic 0.258591 4.914900 2.641275
Prob F-Statistic 0.772467 0.000003" 0.074436
D-W 0.891164 1.461190 1.261824
Restricted-F Statistic 5.390575
d.f (19.138)
P- Value 0.0000™
Hausman test Chi-sq. Statistic 7.472088
Chi-sq. d.f. 2
P-Value 0.0238"

"P<0.01, 7<0.05, 77<0.1
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O 13 <0.01 oo yial 25 0.0020 als F-Statistic iglasy P-Value idlcal¥) iadl o -
sl e %7.5 o ol <0.075 3 R? aasill Jalas dad Ol ccssisal 12 2ie Liliaa) Lage dbsladl)

Al iyl 8 Jealad) i) opusdy slaall JUll uly 485 8 Jualal)
e e day dglaal) Jlall Gy 4SS B 2 LY Bagad sapda il aga AL uiliil) ¢ -

.aaal)
Hj dpadl) clpdipa (8) Jsaad
Test Summary PRM FEM REM
COEC= Coefficient ~ -5.249758  -4.536660  -5.058031
CHEQHLEVHSIZE Std. Error ~ 1.135945  2.570266  1.593928
¢ t-Statistic ~ -4.621490  -1.765054  -3.173313
Prop 0.0000 0.0798 0.0018
Coefficient ~ 0.000163  0.000185  0.000178
Std. Error ~ 0.000392  0.000389  0.000377
ke t-Statistic ~ 0.414906  0.474494  0.472429
Prop 0.6788 0.6359 0.6373
Coefficient ~ 0.564928  0.495361  0.546210
Std. Error ~ 0.110482  0.250521  0.154848
SIZE
t-Statistic ~ 5.113291  1.977323  0.472429
Prop 0.0000 0.0500 0.0006
R’ 0.144618  0.393704  0.075935
Adjusted R? 0.133722 0301442  0.064164
E-Statistic 13.27189 4267220  6.450749
Prob F-Statistic 0.000005  0.000000  0.002031"
D-W 1.026701  1.448953  1.289145
Restricted-F Statistic 2.983938
d.f (19.138)
P- Value 0.0001°"
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Hausman test Chi-sq. Statistic 0.073810
Chi-sq. d.f. 2
P-Value 0.9638"
"P<0.01, 7<0.05, 7<0.1

Eviews clajia Ao sldeyl dald) das) e

Sluagilly clalitiuy)

V) G ) Jeal) B Ayl Al DUA (e
shal Al Gl il ae i Aagill o2 celslaal) JLall Luly 445 8 # 1Y) 35a) goime ST 25m5 ac 1

i) 3y slad) Jlall () 26 e il IS8 55 Y # L)Y sass of Ju Les ¢(2018) Indarti et al.
(2018)Indarti et al., ) xe duhiall oda il

i ey Al Aadlyl) e Japm amy sleall JLal Guly 4805 3 2 L)Y Basad uSe ST asag 2
dsiall (e G (Jga) )l At g i) Canny lalad) Ale cul€ s Allall Al dadhll <l el )
Ol e 380 Ll (6K ofs il lailal) (e apiall KA o2 and

O e Ja e canall yaie Jaria aey Sgleall JUall Guly 2815 8 - L) 505l oyl 51 25ag 3
Jadg ST e Leaal 5,k Adlaal) Jga¥) cld culs

tilua gl

th Lo sl pasd

olie e LB e Yoy 2 L) 35a] Gald) Galiie e ST e alaie W Al jall o)ya) sale) .1
Meolail o quila Gy Gl JS o el e caals

LY LAY 530 s AaiY) Aled am Al o s i) sale) 2

b Ao 3aly) o3 aaliy 28 Lae Lpralaall 7 LY 505y alaa ¥l saly) o ClSHal) apen auand 3
AW G Bied B ae lalaiall CalylaY) dalS
Soaly Abiciall L) Andll ¢ guin sy 3291 LI GO Bed Gous b daaal) Al e any 4
csleall JLall (ol A8l (madas Lgilslas die Jpa) Jlea) e sl

Reference

Ahmed, A; Eliwa, Y. and Power, D. (2021). Earnings quality and the cost of equity capital: evidence on
the impact of legal background: International Journal of Accounting & Information Management, 27(3),
pp- 425-441.

Bekheet, M; Ezat, A, (2019). The Impact of Earnings Quality on Cost of Equity to improve the
Investment Decisions: An applied study on the Saudi Stock Market, International Journal of Applied
Engineering Research ISSN 0973-4562 Volume 14, Number 22 pp. 4194-4202.

journal.tishreen.edu.sy Print ISSN: 2079-3073 , Online ISSN:2663-4295
602



gl s ila Asleall JU Gy 24 5 2L sasn i

Bhattacharya Utpal, Daouk Hazem, Welker Michael, The World Price of Earnings Opacity, The

Accounting Review, Vol 78, N° 03, 2003.

Block, S B. (1999). A study of financial analysts: Practice and theory. Financial Analysts Journal.

55(4), 86-95.

Chan Konan, Chan Louis K.C, Jegadeesh Narasimhan, Lakonishok Josef, Earnings Quality and Stock

Returns, Journal of Business, Vol 79, N°03, 2006.

Dechow Patricia, Ge Weili, Schrand Catherine, Understanding earnings quality: A review of the proxies

their determinants and their consequences, Journal of Accounting and Economics, Vol 50, 2010.

Demerjian, B and Lev, M F and Lewis, S E and McVay, P R. (2013). Managerial ability and earnings

quality. The accounting review. 88(2), 463-498.

Eliwa, Y; Haslam, J. and Abraham, S. (2016). The association between earnings quality and the cost of

equity capital: Evidence from the UK, International Review of Financial Analysis 48, pp. 125—139.
Entwistle Gary M, Fred Phillips, Relevance. Reliability. and the Earnings Quality Debate, Issues in

Accounting Education, Vol 18, N° 01, 2003.

Easley, D., and O’Hara, M. (2004) Information and Cost of Capital. The Journal of Finance, 59 (4), pp.

1553-1583.

Francis JR and Wang D (2008). The joint effect of investor protection and Big 4  audits on
earnings quality around the world. Contemporary Accounting Research, 25(1): 157-191.
https://doi.org/10.1506/car.25.1.6
Indarti, K; Puteri, I. and Sudarsi, S. (2018). Earning Quality, Information Asymmetry and Cost of
Equity Capital in Manufacturing Companies, Advances in Economics, Business and Management
Research, volume 86: 1-4.

Jing, F. (2020). The relationship between earnings quality and the cost of equity Capital in China. In
Partial Fulfillment of the Requirements for the Bachelor of Science in Accounting.

Krismiaji, and Raharja, A. (2018). Corporate governance, accounting information quality, and cost of
equity capital an Indonesia’ evidence. Jurnal Akuntansi dan Auditing Indonesia, 22(1):1-11.

Latif, A; and Saha, A. (2021). the Impact of Quality of Accounting Information on Cost of CapitalL:
Insight from an Emerging Economy. Asian Economic and Financial Review. Vol. 11, No. 4, 292-307.
Lambert, R., Leuz, Christian and Verrecchia, Robert. E. (2007) Accounting Information, Disclosure,
and the Cost of Capital, Journal of Accounting Research, 45 (2), pp. 385-420.

Melinda, D, Barokah, Z. (2019). The Effect of Earnings Quality on Cost of Equity hrough Information
Asymmetry: An Empirical Study of the Manufacturing Companies in the Indonesia Stock Exchange,
THE INDONESIAN JOURNAL OF ACCOUNTING RESEARCH Vol. 22, No. 3, Sept 2019 | https://ijar-
iaikapd.or.id/ | DOI 10.33312/ijar.478 Page 397 —418.

Ohlson, J., and B. Juettner-Nauroth, 2005, Expected EPS and EPS Growth as Determinants of Value,
Review of Accounting Studies 10, pp. 349-365.

Omran, M., and Pointon, J., 2004, “The determinants of the cost of capital by industry within an
emerging economy: evidence from Egypt”, International Journal of Business, 9 (3), 237-258.

Persakis, A., and latridis, G. E., 2017, “The joint effect of investor protection, IFRS and earnings quality
on cost of capital: An international study”, Journal of International Financial Markets, Institutions &
Money, 46, 1-29.

Salim, A; Mohamad, M. (2021). Measuring the Effect of the Joint Review Approach on the Relationship
between the Earnings Quality and the Cost of Capital (an Experimental Study), Journal of Financial
and Commercial Research, Volume 1, Number 43. (in Arabic)

Schipper, K., and Vincent, L. (2003). Earnings Quality. Accounting horizons. 17,97.110.

Tiiregiin, N. (2020). How Cost of Capital is Changing: The Effect of Accounting. Information Email:
nida.turegun @ozyegin.edu.tr.

journal.tishreen.edu.sy Print ISSN: 2079-3073 , Online ISSN:2663-4295
603


https://doi.org/10.1506/car.25.1.6
mailto:nida.turegun@ozyegin.edu.tr

Tishreen University Journal Eco. & Leg. Sciences Series ©2023 (3) 2l (45) alaall 43538l Lbai@y) aslall . 88 daals s

journal.tishreen.edu.sy Print ISSN: 2079-3073 , Online ISSN:2663-4295
604



