Les Cahiers du Cread-Vol. 39-n°02¢ 2023  https://dx.doi.org/10.4314/cread.v39i2.10

EFFECT OF ACCOUNTING DISCLOSURE ON RETURNS
OF SHARES IN THE ALGERIAN STOCK EXCHANGE
APPLICATION OF VAR MODEL

Nadjib KHADRI *

Sami SobhiWAKED *
Soufyane BOUALI ™
Mohamed Ali Brahim OMRI ™

Received: 23/10/2020 Accepted: 0/092022 / Published : 22/06/2023
Corresponding author: medomri@gmail.com

ABSTRACT

This paper aims to investigate the relation between annual document
disclosure and the stock liquidity for companies listed on the Algeria stock
market. VAR model was used to examine the impact of the market efficiency
on stock prices of the conpanies during 2000 to 2015. The findings indicate
that, there was no significant effect related to the timing of publication of
financial information over a period of study on stock returns in the days
around the publication days of annual financial statem ents; Accounting
disclosure also affects, directly or indirectly, the decisions of investors ,as well
as activating the stock market and increasing the movement of trading and
stock prices with it The effect of disclosure becomes clear when the
information is published late or inaccurate or excellent in its presentation
and its failure to rely on agreed accounting principles and standards, or result
in a negative impact on the behavior of the investor, This affects the degree of
risk that he is willing to bear according to his circumstances. The timing of the
financial information release depends on the basic environment in which
Algerian institutions operate.
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L'IMPACT DE LA DIVULGATION COMPTABLE SUR LES
RENDEMENTS BOURSIERS DES ENTREPRISES COTEES A
LA BOURSE ALGERIENNE : APPLICATION DU MODELE
VAR

RESUME

Cet article vise & étudier la relation entre la divulgation des informations
financieres et la liquidité des actions de sociétéscotées en boursealgérienne.
Le modele VAR a été utilisé pour examiner I'effet de I'efficience du marché
sur le cours des actions des entreprises durant la période allant de 2000 a
2015. LesUB UUOUEUOUwWOOOUUI OUwOzZzEEUI OETl WEADPOXEE
publication de s informations financieres au cours de la période d'étude sur les
rendements boursiers dans les jours qui suivent la publication des comptes
annuels. L'information comptable affecte également, directement ou
indirectement, les décisions des investisseur ,ainsi que pour revitaliser la
bourse, Augmenter le mouvement des échanges et des cours des actions avec
elle, L'effet de la divulgation devient claire lorsque l'information est publiée
tardivement ou inexacte, ou l'excellence dans sa présentation et son
incapacité a s'appuyer sur des principes et normescomptables convenus, Il en
résulte un impact négatif sur le comportement des investisseurs, Cela affecte
le degré de risque qu'il est prét a supporter en fonction de sa situation, Le
moment de la publication des informations financieres dépend de
I'environnement de base danslequel opérent les institutions algériennes.

MOTS CLES: Etats financiers, VAR, Date de publication, Marché
boursier algérien.

INTRODUCTION

The stock market is one of the most important mechanisms of the
market economy. It is considered one of the sources of funding that
institutions resort to in order to finance their investment operations
through the issuance of shares and tonds. For this reason, the stock
market was established in Algeria with the issuance of Legislative
Decree No. 9310 of May 23, 1993 and the creation of its regulatory
bodies. By establishing a committee for the regulation and control of
stock exchange opeations, The Stock Exchange Management
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Company, However, the stock market in Algeria did not find
effectiveness and flexibility. This is due to the various obstacles that
prevented the achievement of the desired goals of its establishment.

The effect of financial information disclosure on capital markets
has been stated for decadesand has not stopped till now (Aljifri,
2010). Nowadays neither capital marketplace implications nor
different results of financial information disclosure had been
absolutely explored and understood (Bamber, 1986). Corporate
disclosure is meant to offer records to the working activiti es, and the
economic and commercial enterprise state of affairs of a corporation to
involve audience. (Lobo et al, 1997)

Consequently, corporate disclosures are not constrained to
economic records, but also include non-economic records (Dyer and
Arthur 1975). It is undisputed that company disclosure will increase
the quantity of reporting to be had to addressees (Morita, 2012).
Despite this, the impact of these records is the simplest way to a stop;
companies will rarely offer records out of philanthr opic motives
(Beasley, 2000).n fact, it's far only monetary reasoning thatrives
disclosure of company recof@®EWRITE the sentence in RED. In an
associated vein stated that capital marketplace effects of the disclosure
are within side the highlight whilst implications for product markets
are of the peripheral hobby. (Taha, 1999)

Prior studies especially mentioned the relation between corporate
disclosures and growth in wealth of shareholders, w hile mainly
discussing the effect of disclosure on an increase in wealth of
shareholders and its market consequences: the liquidity of markets
and individual securities, and the fee of capital to firms (Barron, 1995).

Most previous researchers investigated the impact of annual
records disclosure on capital markets outdoor Algeria or depended on
specific, slender proxies for disclosure with questionable validity.
Therefore, we examine these relations in the Algeria market using the
Vector Auto-Regressions malel to investigate the impact of the
market efficiency on stock prices of the company from 2000 to 2015.
Capital-market-related research mainly addresses voluntary
disclosure we, therefore, disregard mandatory disclosure implications
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but focus on firms-specific disclosure consequences (Benston, 1967).

Our discussion covers issues like:

- What extent does current financial and accounting information
serve as rationalizing investors' decisions in the Algerian financial
market?

To answer the questions raised and test the validity of the
following hypotheses :

3 There is no statistically significant effect of accounting information
on equity returns for partnerships listed on the Algerian Stock
Exchange during the study period.

3 Total unusual returns on the day of disclosure of financial
statements are different from zero.

0 Share prices do not respond quickly to information on the
publication of financial statements.

We applied the VAR model to find out the impact of accounting
disclosure on the returns of shareson the Algerian stock exchange, by
studying companies listed on the Algiers Stock Exchange.

The purpose of this study was:

3 Know the nature of the published information, which the listed
company should disclose;

0 Identify the ability of accounting disclosure to optimize the
exploitation and allocation of economic resources available at the
stock market level ;

0 Identify the dimensions of the timing problem in accounting
practices, particularly at the level of Algerian institutions;

0 Analyse and evaluate of the implications of the timing of financial
statements on earnings per share;

0 Test the impact of the timing of the publication of financial
statements on earnings per share.

2- LITERATURE REVIEW

Corporate social responsibility disclosure is the process of
communicating the stakeholders with the social and environmental
17T TEQUW Oi woul EOPaE U mided Utg impoaod,0 OD E w |
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CSRD has been a focus of academic interest since the 1980s (Balluchi
et al, 2020).

2.1- Refering to Related Research
Some studies have dealt with this subject, they can be presented:
2.1.1.Determinants and dimensions of the Reports timing

Boritiz and lui (2006) examined the determinants and dimensions
of the timing of quarterly reports of Canadian companies assuming
that interim financial reports issued quickly by companies with more
transparency in the information environment than companies with
less transparency, and dso assuming that companies with problems at
the agency are more likely to postpone disclosure of interim financial
statements than companies with few problems at the agency.

It was provided in evidence that the information environment and
agency problems were related to the timing of quarterly reports, and
they found that companies with unaudited interim financial reports
were less time to issue their progress financial lists than companies
with audited financial lists .The researchers suggested that compnies
should be aware that disclosing unreviewed financial lists gives us a
negative signal to market participants and is therefore supported to
postpone disclosure.

Taha Al Sayed (1999) examiné the Accounting disclosure and its
role in stimulating Arab financial markets . He intended to clarify the
nature and the importance of disclosure, its determinants for
investors, financial markets in Arab countries. The author
recommended that uniform accounting principles should be adopted
in the Arab countries governing the preparation of basic and
additional financial statements, that investors should be admitted in a
beneficial manner, and that financial markets be provided with the
necessary andaccurate information in a timely manner.

2.1.2.The information content of accounting

Bamber (1968)Studied the information content of accounting profit
advertising from the perspective of studying the impact on volume of
trading, the results of her study indicated a positive relationship

290



Les Cahiers du Cread-Vol. 39 - n° 02+ 2023

between the absolute values of unexpected profits and the volume of
trading, and the researcher also concluded that there was an inverse
relationship between the size of the company and the volume of
trading.

Beaver(1968)studied the information content of accounting profits,
and in his study, in addition to the impact of accounting profits on
prices and returns, he addressed the impact of that announcement on
the volume of trading, and noted from his study that when profi ts are
announced prices and returns are affected up or down, and the
volume of trading in general increases during the period surrounding
the disclosure of profits.

2.1.3. Volume of trading and disclosure of accounting earnings

Lobo and Tung (1997)examined the relationship between disclosure
and volume of trading during the period surrounding the disclosure of
quarterly accounting earnings, and investigated the volume reaction
associated with the disclosure of quarterly reports, and the researchers
considered that compared to annual accounting information, the
information contained in quarterly reports was better timed and
therefore more appropriate, but on the other hand, quarterly reports
were unaudited and therefore less reliable. The study concluded that
the volume reaction to quarterly profits was positively related to the
degree of disclosure of information in those reports.

2.1.4. The timing of Annual report disclosure

Dyer J.C, and Arthur J. McHugh (1975) examined the timing of th e
disclosure of annual financial reports in Australian companies. They
conducted their research on a random sample of 120 industrial trading
companies listed on the Sydney Stock Exchange, between 1965 and
1971, the researchers studied key periods with a vew to determine the
average delay in each period, and the results of the study showed that
the average total period of Australian companies is determined
between 101.5 days to 117.8 days during the years subject to study.
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2.1.5. Impact of the information disclosure on the prices and the volume of
stock companies

Ramy Riad and Al-Abd Al -Aal (2006) examined the impact of the use
of interim financial reporting information on returns and the volume
of unusual trading of shares.The aim of this study was to choose the
impact of the information on the announcement of the publication of
interim financial reports on both the prices and the volume of stock
trading of Jordanian public shareholding companies listed on Amman
stock exchange, It also aimed toshow the impact of financial ratios
and accounting indicators, financial extracted from interim financial
reports on returns, and the unusual volume of trading of shares, in
order to determine the information content of these ratios, indicators
for financi al investors, and those on Oman stock exchange,

The study found unusual returns on the date of publication of
interim financial reports, unusual trading of shares, and users rely on
information in interim financial reports to choose between investment
alternatives, The results also showed that there was information
content from the ratios and financial indicators used in interim
financial reports, thereby benefiting investors from this information.

Matar Muhammad (1991) examined the assessing level of actual
disclosure in the published financial statements of Jordanian public
joint stock companies in light of the disclosure rules stipulated in
international accounting assets.The study aimed to verify the extent to
which Jordanian public joint stock companies adhered to conditions
and disclosure rules provided by international accounting standards
until the end of 1990, The problem of the study was to compare
international disclosure standards with its history with the disclosure
methods used by Jordanian joint stock companies, and the study used
the inference approach and the descriptive analytical approach, The
study concluded that Jordanian public joint stock companies generally
met( the minimum requirements for disclosure of information to be
required by international accounting standards in 1990, the disparity
in the level of disclosure between the financial statements themselves
and the elements of each list is limited to a narrow area, and the
information provided by the published fina ncial statements of
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Jordanian public joint stock companies is based on the level of
disclosure provided in accordance with international accounting
standards as follows : First place list change in financial position,
second place list financial center, third place list of profits and losses,
fourth place notes and clarifications attached to the financial lists . The
study recommended that compliance with international accounting
standards be generalized both in the preparation of financial
statements andin their audit to all Jordanian joint stock companies.

2.2- A Priori justification and knowledge

Although it is something of a generalization, prior to the mid - to
late 1960s the accounting literature was dominated by the so-EE O O1 E ws E
xUPD O WEUUUI wphbi PET WEEOXxUI EwEOQwsi EOO
address accounting issues) DT DPOE! OO0j] OYAEOw ! Yhk A8 w !
OlTT WEWxUDPOUDPwWODPUI UEOCUUI wPEUWEOGOEIT UODI
xUOxT UUPT UwUT OUOEwWUT 1 ws PETI EOzati®] OwbOE
alternative accounting models of income are evaluated by the extent
Of wOT 1 PUWEOUUI UxOOET OET wOOwWUT T wsPEI EC
who epitomize this economic income approach include
Chambers(Anderson, 1974), Sterling, Mattesich, and Edwards and Bell
they presented alternative models in an attempt to constitute the
SEIl UUZWExxUOEET wi OUwOI (Betheky) Ba1). the B OO OO D
priori theorists vigorously debated amon g themselves the relative
merits of their respective positions (Beaver, 1989). Their works have
been beneficial in raising the general quality of debate and concerned
important issues in income measurement) (Al -Abdal,RamiRiad. 2006).
However, by the mid -1960s, something of a stalemate and a feeling of
frustration had emerged as none of the protagonists was able
convincingly to demonstrate empirically the superiority of their
respective models. This impasse in the accounting literature was one
factor that EUI EUl Ew EQw POx1 OUUw | @Gjam B.w s O1 b
Howieson, 2019).
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