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The Effect of Managerial Entrenchment Mechanisms on the
Cost of Capital
"An Empirical Study on Egyptian Listed Companies"
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Zagazig University, Egypt
Abstract:

The current research aimed to test the impact of
managerial entrenchment mechanisms on the cost of capital, as
managerial entrenchment mechanisms were measured through
(CEO duality, CEO tenure, board independence, managerial
ownership, and financial leverage), and the cost of capital
measured by the weighted average cost of capital, by answering
the following question: Do managerial entrenchment
mechanisms affect the cost of capital? In order to test the
research hypotheses, 75 Egyptian Listed Companies were used
during the period from 2015-2018, the results indicate:
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- There is a negative association between CEO duality and the
cost of capital, and there is also negative association between
managerial ownership and the cost of capital, as well as there is a
positive association between financial leverage and the cost of
capital.

- The relationship between CEO tenure and the cost of capital
was not significant, as well as the relationship between the board
independence and the cost of capital was not significant.

Which confirms the important role that managerial
entrenchment mechanisms can play, especially (CEO duality,
managerial ownership, and financial leverage), in determining
the cost of capital.

Keywords: Managerial entrenchment mechanisms, Cost of
capital, Corporate governance.

daatl) AlCia g dania |
Chany Cua A AEe Eagan ) s e Al Jladsl gaf a8l
(Jensen and  Cus oAl Cpealually cpopaell o Alladl (& @l
&) a5 5l G Aldiaall clel il w2l a5 (Meckling, 1976)
il 153550 Wy Gty G GBI a5 5 S5 A g il Ly 5k
(Shleifer and Vishny, sl liinl Jde ilic dile Je J pasll @ilS H50
Gl leiad gl e dae ) @l Al A n ] il Cua ¢1997)
Al ey ASlall JSa 5 copaaliall Ggia s cDlaliadll s dpaanll g 4y LAl
Giad o o slennn o paall b laall G seiinall 355 Gl g oY) adaa
Aleall g5 VI 238 o sl ((Ashbaugh-Skaife et al, 2006) aeallas

$Y Y~YY):\JSS\—@\JMJJ:J\



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

S 5l ) (o G iy ANS ) IS5 5 Il «(ppmplill 3 s
.(Davis et al., 1997)

Gty el maud O (Sa oY) Gpandll Gl OF aa Lty
Ladie. (5 aY) Cpeanill Giny Gum ¢ patliaal) mllas s e A1 agailia
Slo Anadd adlie 58a3 (e S agible (o ST el cpppaad) G (S
& sie 33L 30 s AT 5 )lass ((Weishach, 1988) credlusall mllias Cilua
Lad ) aginlias aady Loy Jaall 5T 381 5a (5 el elliag (5 )IaY) Gpeanill
Y Cun bl Claa e dlld 06 Lo sale 5 Al qdlial o)y oandl s
23 g AS N Ay Calka el agllaid GY el g aghoad 3 oY) alaal (Say
ey OV abiee 8 IV Gl paad) Jlasial gl 1518 3ale 5 laYl Galaa
35 etV anall aguadil () giany Gy paall O aa iy (JL i gl
.(Berger et al., 1997) aellaivl dllaia) Jolis

Al (1) i clulae 32 A e oMY sl GEadyg

Lo edady sode Jumdl o Jall (ol o) Jla 3 Lgtadd 2 3l jlaliialy

«(Shleifer and Vishny, 1989) 4xi s allyiu 4415548 L2l 4ed i<l alan

“aais 8 oeldy 30 Jsh Jin Galbad saay J oY) shamll paall iy ol (<)

Go 2 Gl (S RS ga Cimaa () chaaidie 41y ASlay ST jae
.(Bebchuk et al., 2009) s _2Y) (pasill a 4

oSlel 3 sSAal s jlaall (o (ol alasiul JsV1 il paall (e

ASLa) Jle el JS el athalis aladial 41 (Say LS cduds Guand]
Sle oY) panill i O (Sa el 13gas AS 3N Jysal Al o g
058 Ladie Al alanal) Ul Gl JS 4S50 Jlisius oJlall Gl JS
daliae 0S8 O Kay @l aay alad 48 gie Gpatlusall s (el llias

$e ¢ Y~YY):\JSS\—@\J3\JJ:J\



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

i Ly Jardl 3isa () sianall () 5 gl cllia Ui 5 dilisa (praalusall 5 (3 24l
el skt e i) Jlall Gl JSon Calid Allad) oda b5 A1 agindie
S o Ll oY) Cpanill (5, diaie 5 (paalusall ) shaie (e uanal)
0580 Of (S s daill alazall (pall (5 giual daniall Cal ai¥1 DA e Jlall Gl
e el JSa dast i Y Ml eleia e o i) ddaiall (e JiT L) 120
Gpanill da 0 PR (e L oSy Adall Goudl 58 DA (e Lalh 4,50

.(Morellec, 2004) 1Y)

omanill (b (Morellec, 2004) ki 4ga s (Zwiebel, 1996) s

3305 ) s el O asls ALl dadl N laie e 55 4) oY)

A iyl g oY) Disa s sdag L ga g caguaia A aaeldy by

CPL U\ P C I AN W DN P 1 | S P PO I EN PR PN [ KX
Onetlual) 8y Y 108

i) ) i) las Gl 3 a agaal (pianal) gy paall old I
Oy Gpinanall () o I (Jensen, 1986) Jua s 2la agilS il i)
O s Gl g AUl Aad) Ll e Acaddiad) Gl giead) @l ddland S JSL
AS il Aalaiall lalaal) il 8 Aae ) G g A5 el (e JE ALl Aadl
Sl g () sliady Cpianall o) Gl Uil S (Stulz, 1988) adis Laiw
a3 satnl) Gllee (e A8l dles dal (e Al Dbl 0 e e
Aty sealll agh

Goia o suae s (i i (Y peanil) Al o e a2l e

Oaaliaall (3 sind (S 48 Y1 cmaall s Ui o meipd e cppanlinal
o Al A1 81 5 55k (e Gpealusall 5 naal) Cm s 58l (B ()l (583 O
& Opopaall Jabuai) (3ads (g paall iy Jlaial (e ag i€ Guealuall (3 58a

¢.0 Y~YY):\JSS\—@\J3\JJ:J\



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

(Collins and  agil ) 8 awiis dbluall agum y=i ) ALY agllact cla
Onanill (e a8 &y g8l Gueabusall G353 Of J sl (S 43l T <Henry, 2011)
sliac] Aelue XSy cagil Slae ol 3 lY) Jlasiul o agi )28 JNA e 5 )laY)
i Aty A HENL A, el ) Al M e sl Leadl 6oyl (udae
Lans 05 laf die i Las et lusall (35 (pe IS 12 58 IS i e 20l
il gl Hhlas of Greabluall (5 5 Cus ((Bebchuk and Cohen, 2005)
Gl Jia A el ile Jana (sl (5 Y1 panill (5 siue g1 ae 23
(Lambert et al., 2007: Merton, Judl (sl 48lS5 (r 2 5 Laa ccilS il

.1987)

Gsia Gl LAl 8 cp padl of (Fahlenbrach, 2009) a5 WS

Lagill 5 perall 3 pain¥l clidee & Jsiall e 50l agual Canaal) Gaealisll

Ay ((Masulis et al., 2007; Walters et al., 2007) 4 skl ) el

Gal Can B (oY) Opand) s daale BT Gigaa e GBI @il )

i O Ll (e ac) gl 8 ol s Yoo ¥ e b cla ) sl 5 300 31, 5Y)

(Securities and Exchange 3,la¥) Gulae Jlia) 8 50 5,08 Cnealisll
.Commission, 2003)

AN S e JE () Sy A58l Cpaalisall (3 8a () ) ALYl

ord Gaa JWll Gl A e Jll) il s laY) aandll (e JI8 Lea
Adle Al dakil of ) (Lambert et al, 2007; Hail and Leuz, 2006)
A eogw laie JlE o Jexd @AY Gpealuall §ia JSLa s sasall
ol A8 (ala) L) g0 Lae Sl (5 p0ae J (e AS A0 i) sl
Aokl 5 lady) 304 3 o (Lombardo and Pagano's, 2002) =S5 LS «Jlall
ol b B S Aadaie 48 e oIS Jasi i 0 ana (5 AY) Cpaalosall (3 53a
oY) Cpanill Jalse 3343 of Slie¥) A (yaiinall 320 by (Jul




v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

e @ Lae agdl el Jiae ST dile Callal agaiyy Laa ¢AaS gal) jlalie (uSas
@ siva 3315 o (Ji et al., 2018) S lld ) ALYl () Gl Al
o Al Las Juml IS5 sl ) g sl (g Gl Sy 5 10Y) (el

Al Gl A8y

Granill S Al o S s3I 5l gy (Sad) i pal) JDIA (e
Al g gy peaall Al 8 (adl SIS Alaia V) Al jall elli 80 A el e
) Jlual) 8 caanl) ASGa delua (Say

ClS il A Jlall (uly dA Jo g Yl Omaadl) cild] il e La
44 juaal) Lot luwal)

Ganl) (daa Y

03] il Cangdl O ey Caad) ASE Gl el DA G
O dliall JWl Gl dals e o)l cpanill Ul T asd e Al
el Gl 48K eyl o siall DA

Gaal) dsanl ¥

Leaal Jad al il e maadl 8 Al Candl Foeal Jiam
(S il (5 e g el e i ) Jal gl aal (e Ul ) 4815 e -
Ll 8 dasl 8 S il Leale aaiad 1) 35 a sall Cilaaadll (e ey WS
ool Jalgall il s Al sl e SN Gl gl g A LY
S il Sl s Leaa e Jals S JS e i o (Sadll

I ER% Y~YY):\JSS\—@\J3\JJ:J\



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

033 8 Al 53 3Y) (A ALl 5 g Y Gaanall Gl ) oL 8 ) 5 jua -
Crdae L) cdnaia A J5Y) aanl juaal) ol sae oY) shanl) paal)
o ol (B S 5 e e Lal (Al Aadl 5 Ay play) ASL) e ylay)
el gl Al calad el A8 s 8 Aald o yiall g o gleal) Jal Gl R8I
Ay ) Al A LalA ¢ g sl 1
Gl Gl Lagd ALl il ) L) clia s 3l ) b o el -
doaal 3 m Laa oayitall o & gleal) ¢ guo JWl (il 5 R8IK5 5 (g oY) Canil
A pead) ) 8 LalA Gl el
Cual) anais ¢
LeS Conll il oy (b gaw 4 g cCanl) Al Golall m jall ¢ gua b
qat
AT 5 o 1aY) aanill o sgie 1Y) anill @
Ll S g Jall l 4805 Lale 1 AN anidll @
el Gl 481 g (5 )Y Gaanil) T Gy 48R (Callil) 4l o
Canll (i g 58 (BLELE 5 ALl bl Hall sl ) audll o
Condl) araial s selal) il o
2l Jidas : eald) adll o
Aubdiill bl Hall g Gl Aads ;@Lu]\ anill o




v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

dj‘g\ ‘uﬁl\
Al g s N Cantl) 2 geda

:Managerial Entrenchment s\ Gmasill a ggda |

G Ol 4 JEs Al gadl 4l oY) Cpeanill iy i (S
«(Berger et al., 1997) 4 1y S all LS a i ae bluaill (Gaas
3aly 31 AS Al (8 (5 el Ll Asee Slaacti) jind 5 )Y) (and Jiay Cus
(Hachana Juall Guly aadah 4 53l 50y 55 A8 5l 5 510) (& 43 saly 1) ) 50l
Aial sa Y Cpeandll b JAl (S a8l ) aand Jamila, 2008)
1500 Alad) (lawal ae Ljlie @l agible o S Al oy )
) A i) clubad) sl Ul s «(Rodrigues and Antonis, 2011)
(Kumar and  (pealudl dalias e SR Cojuay 401l agallias Gias
.Rabinovitch ,2013)

:Managerial Entrenchment Mechanisms /¥ Gsasill @lli | ¥
b Jiatiy gola¥) Gmandl Gl sl Joli Al Chgu e all 128 B
Aaaie A JY) il el ol 358 (JeY) i) pad) s Al 5 ))

ol LaS o(Alall Andl 1) 5 ey HaY1 ALl 63! udaa SO

:CEO Duality Js¥! s 345N paall y9a 2 &l gl ), Y
o) aies Jo¥) 2l el cuate padidll adi Jady Ledie
A sy 2l ol sn A dadsa ) Al e ity Lo 4855 50 Gulae
O a3 Camn dpal i) skl Jlae 8 Jaall 5,50 Wil ST (e 3aal
plaialy (Jasy 3510y Galaa sty s JoY) 2l o) cuaie Juad i alaail
Yang and Zhao, 2014; ) GxedSY 5 Cpeledl Ga IS Jd (e S

¢.9 Y~YY):\JSS\—@\J3\JJ:J\



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

Oe dase GOl 8 el Ll AV ) ) AlaYU (Krause, 2017
(e 3 51a) udae aiad g Y1 i) joaall daal 923 e Ll Cila sl

Do) a5 )y Al a5 ol Y1 g ANS U pla e DS i
Aolall slaay £ASSH l ANS N Ayl L Cum ASLED el Jo) s
Onadbusdl mllias s o agudil dla jiall adliall (38a () gusariy 5 5 Y]
e JY il ) sl a3l g8 s «(Fama and Jensen, 1983)
Laa 2l g (st Jiuna ) 32005 Aabs e LY ¢ shaiall 13 (e Lgad a5
A58 ol e Bla Sisys oY) Grandll 53ms dlaY) Gudae A8l je Conaay
Gdai e Gseas gl 0 138 sau 5 ((Krause et al, 2014; Dalton et al, 1998)
ol Juad (e () sadlay (Al il (e dpaliie de gana g (s jlaall U8 (e gl
Gt J 5V o2l padl) Al 030 of Ay 3181 Gl Gy (oo JsY) (sl
.(Krause et al, 2014; Lublin, 2009) <i\S )il 4aS g

ondal) Al a3l G GlEY) 4y ki oS5 A Ay ki e Sl e
ey ASulaie B8 Cpana LY AS ) e1aY Bake 0 65 O Sy J V) (sl
(Donaldson and Davis, AS_ &l 3l & 48 miadg ¢dS Hal ) jail )
(V) 2l el dad 5331 e A jaall 5 5 Al i G (S WS <1991)
He ) il (g ppaall ST il g g pual JS5 ol 1Al MASH e cin ) Ui
Of s Gal Ay 4y kil ) Y b i @Al ((and Wang, 2009
A gl g oSl Q&5 DA (e AS a0 elal 3 3a3 JY) ol yaall dgal 50 )|
.(Brickley et al., 1997) ¢naiall Jesb e anii o (Say il 56l e

:CEO Tenure 4xais A Js¥ slditl) i) pliydaa Y, Y
il paal ey s o ) (Hambrick and Mason, 1984) Ll
ol ) LA (e (S it (S sy Al JAS A 3

£ Y~YY):\JSS\—@\J3\JJ:J\



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

Cun (e uaiall 138 8 agiedd 5 a8 g 95 3 SO (uddtll o paell S glu g
AS AN By s e o il Lels e Sy W sdah ol oSar T @l
LS slar g ) 9ol agdl age J W) (2l joaall Jae 3 5l Granl) agdll olé Uil

.(Hambrick and Fukutomi, 1991) sle J<& cpnddiall o yaall

3w oSl aguaie (8 Gpldill (p paall lad Al ghall 3l e

gl agaal 43 @l g g Yl Cuanill (3Eail 35S da b gl cagaal B

Lad8Y) o3 agd and JUillyy @S AN da A Adaly clidle ASus JSy
.(Hermalin and Weisbach, 2003) aealual ) il gia 3 il

M35 JsY) sl paall slalSa f (Hill and Phan, 1991) as 5 LS
b ol el elsy 58 Jeh ae by oY) Lesl) B35 ae
Jal (e per Aalall (gl gl pdaiil 3 580 (o 3l agaal () sSans pgaealic
ol (Brookman and Thistle, 2009) ekl Gl 5 dalall agallias (s
A 5 Jall ol Y ot Snials Lo g Unlsi )l Ay J5Y) (52880 el Jae 5 5
Ladie (V) sad 4adi 4,Al el o Wyl 1 LS (agn dalal) cililsal)
il a5 Y a8 J sk sl paal) Jae 55 i @l e 5 Sl i) ala 3
s Laa gl 5 sar 5 )Y Gpanll 3045 ) (s 50 LY Anlagl il JY)
et O3S O () sl agld I Aain g Alalull g s CEDEY) JS agd
el I OF a ¥ Gad & ey DA AN G e T3 e
(Chen et al, 2012) csaabusall mlias (o Yo dalall agallias

e il S i J oY) saiiill paall Jead Ay ghall 5yl () ixay
pedld A ey cddalall Q61 L e skl e el (s aall S

£Y) YOYY g€l aaall



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

(Brockman and  cueabual) dadia lua o 4313 adlie Gaiail 5] da
Thistle, 2009; Chen et al., 2012; and Hermalin and Weisbach,
138 L Jand (A ol siad) aaay I 52050 pal Jae 830 bl o5 <2003)
(Hill Al il )al) (e aall A e el 138 Slaie) a3 Caa cGaaial)
and Phan, 1991; Berger et al., 1997; Rose and Shepard, 1997

.and Barker and Mueller, 2002)

:Board Independence 313y alaa ADEL) ¥, ¥

AN JSLae e laill Y aal (e S AN Alladll AaS gall el
gl Ja3ad ) ALYl claladl) dae 515 40aS 330 o 3,08
oidas O (Fama, 1980) =l 335 «(Gul and Leung, 2004) = skl
slac] Lot 2y oDl ) Adalall AaSsall A1 ja s g4 30y
Jal sall anl aal Jiad g8 5 )1Y) (ulas (ailiad aal (e Cpliiadl 5 10Y) (ulas
XS Ayiga s Ao gm0 Al e A3l el Cam 3 10Y) Gl A1) e A
Cronaall Adigall A8 mall o) o (Jarll agie 5 laY Gl ST 2, 4l g8
D2l 4088 e e 5,085 Alee ST 5 laY) Galae il 8 Jand Gl
(Amran and Kamarul, 2014) S JS& 40

O O ey Aladl) A8 el 5 Y1 adad sl 0 Sl (Ging

Al Al 8 gb ¢ ouaditl) e Galiisall (g yaall (e asaall a3l e 5 10Y) Galae
Aia 5S5 Laxie Sl 51Y) Lulae (555 (Hillman and Dalziel, 2003)
Cadiil) e ol jaall ey Coa oCdadill e Gl (p paaall (e 8 S A
e Jis MLy Gpealusall mllas Lles s cpopaall 480 50 & 4lels S
Gl O LS ¢(Craven and Wallace, 2001; Weisbach, 1988 ) s sl
Gradl Jdall) uly Gus plalall AN Al (e () e panll e
Osialy Laladl cpiall ye ol paall o6 O 35 e ) (IS i) AaS sal

£VY YOYY g€l aaall



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

G s @l e 5 0le a3 5 all g <l jlealls ) gaiaty g Addlaaall g 5o laSIl
Cmdi ye 3 ) (udaa ebael e JBY) e 5 laY) Gulaa sliac] Gl () S5y
Sxb Y1 el 3558 o (ol

Ol e s A G el damy 3l Galae LML) a3 BTy

33 OalEiaal) 3 laY) Gadae sliacl sac o) WSy alaY) (ulae 4 Galalad)
ol Gamaall e¥ s o ol By bsiza e 5oy Gudaal e leadl LY
Ol sl ecle ] 3l 5 S 51 CadlSE (e aguiny Law 350 5 1aY) ae dag) 5 ) Al agad

=213 5 «(Zhang and Yu, 2016) galaall sliaci Maa) 5515y (ulas
Loalaal) ML) ) 3 4G giall dal) Aadd ) LS

:Managerial Ownership 40y 4stall ¢, ¥

o M AS I JSlie (e Jla5 Ay oY) ALl (e dad jall Sl sl ()
(Turong, @& Cus el g ¢ paall mlias G JalSI G815l Cassy oS
S G dagis A Glel 3 da e by Asldl il (12s802006)
iy Laa 3l ST S Jpal) aladiial 5 4 laY) ALl dos se 48D
O ) ofialll e il Jaa g 288 @ty ) Adleally IS gl CadlSs | palads) anle
laSba (o )ity Sua oo paall ()Y Guanill e 3 35 4 oyl ALl
DAl sl e 5l ) A8l uealiall dalal) cile laia) A ) jall Slasl
daliadl Cilaal Calise e Calxilly agd pransy Laa 3,10y (alas eliac i U8 (1
(Jensen and Warner, 1988; Hermalin and ¢seabaal JLS Lo Y
Weisbach, 1988; Morck et al., 1988; McConnell and Servaes,
.1990; and Rashid, 2015)

$VY Y~YY):\JSS\—@\J3\JJ:J\



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

o 35l Ll G (Han and Suk, 1998) aa s as elly ) byl
Laiyy 7Y ,A e J81 Ay 1oy ASlall CulS 13) Crasey Gaadlusall 5 (5 sl mllase
o 08 Ol s 78V, A ey A Ayl ALl il slse aa
2 30 Las agy AalAl) uaadll dpad) il 3 g JBIL g 3 HlaY) Qulaa 8 aSal)
AN 3 gl G el o) (S JAT ey cGpatlial) pe NSl o jlat (10
oAl Al el s el Clua e Lalall agaly )i 3aia Al gl
5mS Aa (o oY) Al e e @l sl G (Gelb, 2000) sl
Oaaluall 35 5 Clua e ag Aaldl) dadidl) andaad] pasall jadll

AWl (e sl of (Larcker and Tayan, 2011) guasl LS

elal et o Gndnll o paaall as ) 8 all 8 sa Sale 4y oYl
st el e LS slall il Ylaial Wadl 058 of oSa el ga s AS,
AT Jila s 23y degal Ao 3305 ) paall adlay Ladie @l Guanyy clgd
daiaall e OsSs Cun Ay Jlaiinl) 5 Ady gaill 5 Al il S ) A (a2
prdtl dpnndaall L e SN (V) AsY) oY) Sl ) gas) aladial
A sall Leiad 3oL 3 agal) LA mie Cadgi B e Sl (V) cagnd) e
S Ganaddll g )8 il dalall Glagleall e Zladl) e daladll ()
ezl o all 8850 Lo Jganll 5 el e glaall alasiul (£) dag e

:Financial Leverage 4l 4sd) 1) o, ¥

AS Al Sy ASlall (§gan ) AS LA (o Al Gdie Adlall dad) ) Jias
G alaind ae ) gall ardaed e 3a0e U ey ataii of el il dadl ) cld
2l i g e o Sum Ly e s ) ALEYL (penleall Ji 481
gl Gyt Allad) 45 spaall 0l A4S 530 (ld @y aa s i) juiall (e Bline () s
(Jietal., 2018) Uzl dlaw are s (& Jlue Yl 5 (Y hasl

£¢ YOYY g€l aaall



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

Ll aal AL Zad) ) gie et 5 (0l Bk e Jasall iy
DY) e gsall Qisall o (Jensen, 1986) sl Cus s laY) Cuanll
Sle ey o Gua 6 al) dpaml) el ddag el A Gl JSLI e JIE 3
AS 58l caa ya3 W15 g Ml a5 Alpee el ) S8 e Gy ¢ sl
el Lee Lame e L 8 A e 5 pae Ml g ¢l
Ut Cpall A i WIS 4l gl oK 4l ol QA L Al il
oy Agisaall daws glii)) ae 4l o 2l @l sl Granidl da
Slo I @lelal go 3l gas il Akl Slagady il il
(YA sl 5 Al gl 48
AL andl)

Lgoal A g Jlal) (ol 4815 A e

Jhal) il AT data

Ol ) gedty O a5 painal) 4l gy () aladl) e Jlal) () A8y
e A8, 8 JWd) Gl ) sobiae 0 oS5 Gl i AS il U8 e o sthaall JLal)
AS Al U sty (plll Claiad) Ales s agad) (s ol G el
el 5 O el (e S U s (anzai ) ge S SN (3aa O & giall (e Uil
.(Anderson et al., 2000) asl laiin e da8 5ia 2 e e ¢ sl

paiy ¢ i) dadie (g3e aaad AS,E) 8 JW Gy (ol aadid
Sl i) e dand) Wl o pad) e camy (il ey ddag ) A
dalaiall 3 58 9 A4S 5A0 Cbadl fiad Juad) () CallSs aaat LS e Jlal Ll 5 callSs ) gla
Al pall ) 8 AR Il (pl )y oS IS ) aniiog 8 g ¢ Jifianal) b dudlial) e
Juall ) S S5 Gl ¢ pail) (o2l e A8 50 ) i) 8 G0 i) e
Clilae Juall Gl 5 Rl aaas Bl 5 AS 8N 8 Jl) il JSat 5 ) Jona e
.(Scott, and Pascoe,1984) duss )l sl g Jll 538 3
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Jlall gl 4RI (il ¥
4815 5 ALl (3 g AAISH (pe IS ) Al g ilaill (i yas L Lasd g
1ol Y
sAaslall (§ g ARICH Ll Y, Y
So s aiiuall andbay Al ikl oY) asd) e AL (3 g8 A8IKS
A )z alail) (e el @llia 5 ol slaay ) halaall Jilie Ll LeS agil jLaiinl
iz il o3 aaY (i yai Ly Lagh g ASLall (§ g D8NS il Lgaladiin)

The Capital Asset Pricing dllawi )l J ga¥) juaud gigai )0, Y
:Model
5kl (G ABMall (CAPM) Aallend 1l Jsall jumud 73 500 Couay
Dhlaal sy I5¥ gl e s bl audyy gt @ sial) ilall
Sl g sl g A laiin) dadaal g 53 Gk (o Lgind (Say ¥ (Al dakainall
dbisall msl Gyh oo it Se Al ddatdl el s
Beta U dalae iy (o dnkiiiall 3 klaall da 0 Gl sy oy jlaiinl
Gia Al bl il Al e ael) (8 3 saill 138 axaiul a8l «Coficient
@, (Bertomeu, and Cheynel, 2016; Swee-Sim et al., 2010) &Skl

-l Adaleall
ER; = Rf + B; (ER,, —Rf)
(ol s
43S, agal a8 siall wilall Jars ER;
3okl e JA) dlall Jaxa Rf
Aadatiall 3 lalaall Guiy s j 4S8l iy Jalaa B;
e 4ad i) 48 5l ) ol ER,,
BobllzNe | (ERy, - Ry )
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:dal gl B Fama—French gigad .¥,),Y

Sl sing 4 8 el 5l Jpal) o gisal oo ghsall 13 Ciliay

(st smd) el 5 ey 5l Aal) ) 48 pudl Al (AS 30 a2t 5 ol s 435
B (585 B yaal) Ul sa¥) gy <ald S il Gf (il ) 23 saill 138 acy Cua
Al B B 3 il 138 yiiny LaS b€l I sa¥) (g3 13 S ) Ll
il Xl gall o ading 4 3 gaill 138 o ey @lld aa s ¢AS 53l 5 ) el
2 LU dad giall 2 gal) AT ey JLa) Gl 28K Gl 2l Laiy lafia™
Adbaall A (e 23 5adll 138 il 255 «(Fama and French, 1993) lie )

A ul)
R, = Ry + B1(R;, -Rj); + B2SMB; + B3HML,
10l Cua
28l agul) o a8 gl Sl Jaxa R,
R e JAD 2l Jae R;

Asill Bsudl Sl | (R, - Ry)
235l A AS ) aas SMB,
3l 848 sl Al 4y yidal) daadl) A HML,

:Price to Earnings ratio 4sa i ) jaudl zigad ¥, Y

O Ol il e s ASlal (8 gia A8l mlaasl e Ja jdgall 1 i)
Lt g g Y adls hall dhas Jushall Ja¥) @ld aenl) ay)
a e Gy ((Easton, 2004 €Y+ YY) s adu €YY aile) L3
el g oSall i je alaay Lae Cllall Cpllaall Glad g e salaic] 73 gaill
Al Aaleal) MR (e & glaall Jall () 2815 s 2 5 ¢ aad il

£V YOYY i€l ) aaal)
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€PS¢+2 — €PSt+1
pt

rEPG =

ASLa) (§ 5o A4l rEPG
t+1 Bﬂ\g&uﬂé}h}\ Ailall udlal) pallsal) Gl i epSii1
1+2 B)ﬁ\ @ (—;@_..nﬂ cﬁ}ld\ Jilall u;;:dbd\ O.-.‘SM‘ Gl epSiiq

BE sl 8 aend) JUE) e pt

:The Gordon growth gasai.€,Y,Y
o saill Jama QNS5 Aad giall #L Y s aged) pra Gu sl 138 Loy

Y aladl 8 ~L Y1 gai Jaxa ; saill Cilad g 2300 oy Caa (Al giall 21 )Y
A 73 saill 138 a5 ¢l g (uad Baad (5 s 2l i Jara g S aladl
(Y) ¢Aad sidl agu) #LLY Adlall el sl pradl (V) 1a s bl il
Gl a3 Ll gei Jane lia (7) ezl YL Galahy Lo 450 L ey ) 55 llia
(Y A sl Al Jidy 5 «(Gordon, and Halpern, 1974) g,

eps eps, — eps

PO = 4 1, DS DS1
re re(re—gp)

L 5, g i el e | g
) AL 8l Ales S gl dasy ) o bl pulladll Gl | epsy

LAl Al B)ﬂ\ g ‘:A (.@....J\ 4,3;.1‘) e u#\.d\ u..gﬂ;d\ Gl aid eps,
ladl JLdl Ll 485 re
(Y sl (5 sindl Janall A (el 5 ) ZLo i gai Jane gy

£YA YOYY i€l ) aaal)
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:The Ohlson-Juettner Model zigai .o, ), ¥
< (Ohlson—and Juettner, 2003) J& (s siall 73 gaill g gha o
et

po = £PS1 , (€PSz — eps1 — T (epsy — dpsy))
re re(re—gp)
(0l s
O 2a) ) agudl Cunail  adl) (Wl e D ) #L Y Cilay 58 dps,
hsY AL 5 il 8 ey 5 )

:Gode and Mohanram, 2003 gigai 1,9, ¥
(Gode and  J# ¢« (Ohlson—and Juettner) zasad skl &3 LS
o slaall Jlall Gl A8ISE il 23 5l 138 p2iiy Eus (Mohanram, 2003)
Cllaall i e ading LS chad gial) ZLoYs Daad) Gp A8l e s
0D Al WG 5 o glaall JLall Gl 4085 et G ¢l

eps,; +1
re =A+\/A2 t——50 (92~ 9»)
1 dps,
A=Z(gp+ - )
__€eps; —epsy
92 eps,
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adaill Jane & e elis dashal) Ja¥) (& Adad) #LOY1 s Jasa g2
Sl 2lall Jana L gia) Hhalaall (e AN Silall Jare (5 sbon (sl 28 5l
NP WR R SN E-G ER P VN EO I

:0mran, and Pointon gisai.V,\, ¥
(Omran, and Pointon, z3sei & (e ASLall (3 g8 A8SS 8 o3y
Lalil) (3l gaad) (B Gudaill S JSE Caulie el 138 yiiay Cua <2004)
rY) (8 zasaill 13 Jialys (Y0 YY) ad 5 ala)

K = 1/[PEratio — (E — D)/E ]

10l Cua
AL (3 58a A4S Jia K
(el dony ) (M gl a3y agudl Amy ) el PEratio
(@M\@Lﬂl\b)ﬁﬂ\d);;ul).a“mcu)ﬂéhaw*mu;@)ﬁ_d\%\u‘)ucJA’_"} E
allal 5yl 8 de ) sall L) (e pgndd) cipeml) LY a3 55 o D

sl iy Al b Y Y
:(Aldamen and Duncan, 2012

CODE=Kx(1-T)

o Cas
oA N WS Jis | CO_DE
T st/ Ao o) 500l JYA (e Lsloem s 5) Ao o)) U8 el JLal ol 25 K

(aY) &y sl m
Gyl Jaas T
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(Weight Average Cost 0f Jiall (ul s 4485 gea jal) Jous gial) 48y o ¥, ¥
:Capital)

JS 4SS Ll Gash e Wl el 485 il oty 45 ylal) o3g) T g
b e JS Ay B g i S aa e JWdl i) pealie e jeaie
(Barely et Y+ YY ¢l e ¢Y YY) a5 aes ¢Y VY (o) Jysatll JSoa
ok WS elysal,, 2014

EQ DE
WACC = [7 X CO_EQ] + [7 X CO_DE]

Jall Gl A8 eyl S giall Jiws | WACC
AL (38 s EQ
.(EQ 4+ DE) Jw) (sl 5 i S e 4
ASW) 3a A | CO_EQ
o=lEY S | CO_DE
) Gl b S Jea) N ASL G s | EQ/V
Gl Sl s J) Gl 8Y 4es | EQ/V

Gl acdl)
Jhal) Gl ARIST g (6 IaY) Cpmmaatil) clall s 48Dl

G Gaanill Aaliaall LIV G A gl ay o g anadll 12 B
s WS Jlall Gl Aalss

1Y) 2l paall ja A dsa V)
o) Aa se T il y el (Al e JY) S il b
& Ohsadl el Y Adled aae Enron, WorldCom Jie 5 sl << L4l
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(Rose, Js¥) sl ol Jd (e agible ya g o8 Ladie 3,laY) Gulae
Ll 5 L& 3 )0y Cdadd (851 sl BT a2 <) gV dludis 2ey 5 <2005)
Jie dime Glaw Je s layY) e 308 addiad Cua (Gualai@y) g cpialill ou
(Pearce and Js¥) il yadls 3 la¥) alae ) o Al au s
.Zahra, 1991, Finkelstein and Hambrick, 1996)

99 (o Aual 50 VIl 1) Lo Jsa Ao platll el Hall (3L aa 1 Y g
138 f finlall Gy aa g s Y ol Jazabl elal ) sa58 38 J oY) o2l yaal
) Jlae V1 Ay Juzadl 48 yre agal JsY) o285 ol oY Ylad o a1 53 3Y)
Ba o LAY Jamdl s Liw (Ozkan and Florackis, 2004)
ol A8 ya g 5 laY) Gl Gt ) s OY Aalall aladiiol selu) (G, (il sall
Fama and Jensen, ) Sl cile) 333k G g2 Laa oJ5Y) sl
Ol ) VIS e old Al ¢(1983; Jensen, 1993; and Rashid, 2012
3Ly dalga elal Adlaial (e Jly g 5 laY) Culae A0NMEL) alel Gt ) 108 Jiag
.(Bebchuk and al., 2002)

Jsad il A o bl IS5 J5Y) 2l o) Al o)) g LS
48 5o dlee G Juadll g 45 (Fama and Jensen, 1983) s ¢S il
G ey maall A1 Y wai AN 5,1y Jadi Cua ol B laly )l
Y (5 sianall 8 o3AT A5 A I AN Axglie ) A A8) pe Jadi Laiy «f 5 e
e U 2l oaall Jaag daal 52 3¥) 25ay (8 A5kl sders ol oL
Ales (b A Ll ) sela ) a5 Laa o) A A ya s 30 Jila je G
3sa e Ala 34l ) (Fosherg, 2004) iy s Al dals (s ccalladl)
JS & 0 sall (e (s gl 5 oY) axsies J5Y) gl padd) o) dgal 50 )
ALl bl 1 e (5 ginsa s Lgllo
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IS O A sine dan 90 ABDe 2525 J) (Anwar et al, 2019) Ja 5 LS

O S dhasi e oJlall Gl AdlS55 Jo) il paall 50 daal g2l e

&e 29a5 A (Nosheen and Sajjad, 2018; Hassan et al., 2018)
AL (5 g Al g J oY) (s2diil) paall ) g0 daad 93]y daeSe

thpaia A IV il juaal) pldy Bae

Zling adld Juadl (S8 agila g ool W) sl pad) ass o dal
Gl ) LalS Ml g AS il 4K 5 Aadall Ly 48 ey D gy Slaslaa )
DT A8 jre 43l ranal WS A8 A1 8 J V) shdill paall Lo axsy N 3yl
) A Al 5 elgy Camaall 558l Jalii g clgailagas L paay ASLEN ey
Laias ¢l IS0 A8l el e Ja¥) ol (2l joaall iy GllM clgy Janas
48 el gan s avaiad G leall men apendy JaV) Jigha danll ) o
ol @l e oSl e o(Simsek, 2007) A8 il dapy daleiall Cile sleall
Y il el Jae 358 Jsh b (Hambrick and Gregory, 1991)
AS e caind Jslay JaVI Jash s2aiil) ol (Y AS il elal Lpule ddle 1
e slaall Jilad aae (pa 2 3 Les Apad Gl dladiay juad Al Sl slaall

¢l& ) yaiul ae 4y (Hermalin and Weisbach, 1998) il Ls

LS 3l (dae e Mg e Jly SIS s dscaie 8 J oY) sl

il IS8 i IV i) el Jee 58 J sk o) (Miller, 1998) Jua 58

aa g Gy (A LEN Jals sala JSLG g UG g8 13 san (315 LY A< 8l duay ) e

gl A 5255 J5Y) il paaal) el s % Jsh o (Naseem et al., 2019)
ASal dad o b Al s Lee A 8l ool e (midy Lae Ay il S

Gibbons and Holmstrom, 1982) 4alull cilus¥) Lyl i LS
asaial J5¥) sl jaaall i e s Saad) 355 &l ) (Murphy 1992;

$YY YoYY ﬁ}ﬁ\—@\j\ﬁdﬂ\



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

cadilds gy QLA e ai)8 e (palie pe Bl s 310Y) Gudae e DS S
e (85 Saall agia¥ 58 58 8 nddiill G el e Un g (s ey 052 138
& Ol Sl 5l e ST AMe 3 lalae o sla 3 ) sl ja o e el (e il
o Gl s «(Luo et al., 2014; Miller 1991) craiall & 589 ol sins
(0 penalin 3 Saal) agd i (A (0 52 ()5 e Lead) Al S i () o il
Gy (caiall (& A8 agi i A Al @l e e g0 285 adas ()] (sl
el e halaally 46 giae ddadsl & D) AsV) ) o sl o5l dae

O jaall 5 Cpraaload) J (e lld any o i 2 31 5 (L YL

3 Sl 3yl A5 pklie B 50le (e jiall ally () adsiall (b Sl
A5 e3aY 5 b cuaiall ad 555 58 e ST pganalio i) o pad) I
oY 55y B A oY) a8 i A ) gally O s el (e (il (el 8
Al elal) 5 (Lealads 5 48 il yilua A Axdlad) f) (3 sad) g 1aad Cuaidl i3 Sl
A il 8 LY Gaias b Aadlad) &8 il Cpaddill o padl e
Strong and Meyer 1987; Elliot and Shaw, 1988; DeAngelo, )
dasi yo uaiall & il o el Jail s Sl BN o Sieas (1988;
Fama 1980; Gibbons and Murphy 1992; Hermalin ) lei jhlaa
b sl S My «(and Weisbach 1998; Holmstrom, 1999
5Ssall i) o paal) (N3 s g8 3 el e 850 ¢ slllass Gaa idll
) Gl 285 (e 2y 3 Lae Canaiall 8 A8 agiY 55 5id 4l

WIS 43 I (Orens and Reheul, 2013)) Jdea g &lld (o (uSall e

Juall il 5 siunn i) LalS dpmia (& J5Y) 2l el o183 55 candi
2l oadl) iy Cuaiall Janki 558 Jsb e il ) @D ga g ¢yl
<l el 5 48 jaall 3l g ) ALY o sl (e el Jasil 31 jadl 5 483 J )
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el (8 sl A8 50k ) il )13 e S ¢ sl B 1Y) (e 43S
b el 5 58 Calia (shaull

$3_1aY) ulaa AMELL

& O ol oafiﬁmlb Cropdall G ) alls NS ) 4 ks das
Aledl) 481 5all uiad 5 ((Jensen and Meckling, 1976) agie JS 7Ll andass
S ) ‘;ﬁ Aladl) 480 el Jia Cua el @lld dal Jlall aal o
cdae (b ol Glaa Aliey gd (Cpalliveal) mlliadd dles IS
o ) ALYl agi) laiind djles Ao 5080 4galy am ool aiay 3y
Dl lalie Julis Y a5 Lee cp AV et lisal) w4y slusiall Alelaall
Al by Ggllhaall jlaiinl) aile (asdd slaaiul e o paiiuadl S0
.(Setiany et al., 2017) < slaal) Juall (f )} dcaiiiia

G sme |l 2235 1Y) e 200 of M SN 4, plas pii La

G ol IS Gyl paaall Jie e 5okl 55 G o siall (g 0y

LS e gumse iS5 solin < <l ) all a3l ) 5ol Culae SO 503

(Li, et al, <lS,al AaS sal adalal) 2,0 shal Jiieall 5,0Y) Gudae Jiay

OSa B13Y1 Galae 4008 o (Fama, and Jensen, 1983) S35 <2007)
A ) aiilda 5 245 8 4llad (e e

iaS gl JumdY) 2asill o (Lombardo and Pagano, 2002) < LS

) 53588 O O paiionall (Y I35 (Jlall (el 5 A8IST & Galial) ) (g S 5l
gie 5 yalall cila sbeall (g (gaaill 5 518y Al el dla) CallSS ady ) dalsy
IS add 5,1V Gadae Gl ) OMA (e S D AaS ga gaada o8 Gl
Onat Ll 5 5 0¥ e sleall Jilad ade da 5o (ddd A (e Ll Gl
ds.ujcu.a‘).aq.d\d.\swumu\u&d\ A ) ld puaill e s Laa
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dlel sl e 1S5 Gus (Jensen and Meckling, 1976) il <lib e
& oalaall saeluddl 5 AY Gl Gl Jatal) 3y udae awly 3
Ledlaed g5 lay) cailla g te il yaY)

Gy A8IKE g LYY dake A 25a s e ALl cilaa) S g
(Anwar et al., 2019; Nosheen and Sajjad, 2018; Ashbaugh et Ju!!
(Shah and Butt, ¢ JS Jwasi e ¢ al., 2004; Hassan et al., 2018)
Gn L)k A a2y A 2009; Khemakhem and Naciri, 2013)
Jagi DAY cilall ey Ul (ul Al 5oyl alae ADE
3laY) (alae ML) (G dpuSe ABe a5 ) (Anderson et al., 2004)
(Ol 44lSs

1 1Y) Aslal)

Gomall s Cpealusall Aalian (A s Ao lin ) ANS N 4 plas yim Si
Opfinall & il JalSil) fasdd B g oy oY) AL daw lii ) vie (i)
Gsaall Gn & jide 3 Sia oS (Joint Integration of Beneficiaries)
ALl JS canly o (S Jalls ¢ (Jensen and Meckling, 1976)<bal sl
Gl il ) s e daliad) Claal ges ad Gilay) 1550 4laY)
.(Ashbaugh, et al., 2004) .Skl (3 géx A3 alaas) s A )

Ay hay) Al i I (McKnight, and Weir, 2009) Juas i
Ayl AL G lld o)y iy AN Gl e JI8 G cny LeY)
O o 3sdle olad¥) Guii &SIl g 5 laY) Gulae llias Jaadie dadi yal)
A8 ye ae o Lgu @l gl AV W) Laall ¢S 3y ulas
OO (g gl

AN YoYY ﬁ}ﬁ\—@\j\ﬁdﬂ\



v Jlall galy Bal2y @t @l ¥l opmasll T g3l
$oganll gpalygl ngasa dably /u

IS gn o il paall o 481 Ll aal (e A oY) ASLal) it

e (pe cadddl) e il 5 )Y (udas ebiae A8 () oK o Sasd oS AN

O (S AV 038 () (o saianall & 50) ) lld a3y 9 0S80 dah gl ) 5 NS )
.(Morck et al., 1988) agaas 834 )5 agil 5 fi e Lalall 4 agud

S il aS (Eng and Mak, 2003) sy < jelal clld (o (uSall e
Zlady) 3l ) o S 4 oY) AL i) o a5 5 L) e 4y ) ALl
(Himmelberg et 4 s il < jlial QK 5 @S il Al il gal) (ge uall
o2 5 A e glaall (e Fliad) 33 3 ) ol Ay oyl AL o Y al., 2004)
2L sy Fagal) e gleall amy 8 ) (s ()Y Al (e 2y 35 il shadll
e ol paal) mllias et Ay ) ALl (o (ol AdSl saly )y ) sal da il
Jull Gl y 1 A8l 5 DS I L (e 81 A 0 Y o Lo alsaalisall llias
O Sy ) jind a8 ) sl o) ol Jaay 8 pdlaall Bl dind o slaal
(Wan, 2015) 4 ill Alaiaall jllaall pe JI

8K 5 Ay Hlay) AL AR e gl D calad all e aaall s

(Ashbaugh et al., 2004; Shah and Butt, 2009; <l )y Jie Jdl (il
Huang et al., 2009, Pham et al., 2012; Wan, 2015; and AlHares,
JU) Gl R85 4 oY) ALl G Al ABle Leaas Ciag Cus 2019)
el A8 Q8 ) (505 A ) ALl 8 a3l ol gl sda s (Say
15015 93 ol Ay jlay) ALl L ALY jlail) g 5 il o3 ac i . (Jlall
Coag a8 &Y culall e ((Huang et al., 2009) S 5l AlSie Cagas &
Arslan and ) Juall (sl 5 4815 5 2y )Y SLall cp o g Lol f (5 a0 @il
z 8 Cus (Abidin, 2019; Dakhlaoui and Gana, 2020; Khan, 2016
S ) IS Bl ) (g0 a8 4y oyl ALl eV (s stusall o) il all o2a
5l il A s T AS 5 Jrad o8 AS 50 pgad (30 50 Al paal) 8Lk
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A Clas e S0l dad 3 jolacy AS AN 550y cpdanll ) o
sy pde ) (Zhu, 2014) Al Alia g Ja“}!\ cilall e s ¢aalisall
) ) 285 g Ay lay) AW e

sAllad) dad) )

Al il gl dalall A Al LIS sl el
Alaaiu) o (Jensen, 1986; Stulz, 1990; Hart and Moore, 1995)
D) el s ol e all aiay 43 NS gl CalSS (e Jly (g gaall 5SY)
agrilia (5l o paall Jlaall zidy (5510 Granl) G an @lld aa g (Jladll e
Llaal 48,300 Hhalae Julal J8 Usan o oloagy 288 Dl clua o 41
e <hsall Cuw ol ((Fama, 1980; Amihud and Lev, 1981) aguiil
Cua ¢ (Jensen, 1986; Morellec, 2004) el 503G ddag ol ¢1aY Lo s
GO pandll G Adle ABle aa s I oY) Cmaadl) Ak s
AL 2080 Ll Candi ) LS 3K gal) (5 sinn Cpunt LalK 48] g Zullall dadl )

8 Aasall GISGED 6 of G @bl (e i Qi) 8

ST agailin 0Y ¢ sl g ) Juimdl g gl 00585 385 e 1355 )53
Ay acal dgu ) Clalas) EOE @l Juaad) 13 g couilall adlie o ) g3
Osdll Jisai o sa s JsY1 ccreditor alignment hypothesis ¢ilall dee! 5o
Uglse Bllainl o iy 4,5kl el el Y slae Glaa) e el
(Lambrecht and Myers, gasl LS Sl «(Stulz, 1988) 3l sainy)
&) 2sne Jgas Lol o painnall JB1 dlany wiaii Al @S a0 G 2008)
() e Gl g ey gaall g o ST IS8 aaiad Jull g ASL) (3 gy ga
G e panha (S5 AELE R ga e agu) s lea st Y paall
Lisis «(John and Litov, 2010) ol 3)sal A S1 Jgemss ransy 134
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