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Abstract:

Given the importance of voluntary disclosure in the Egyptian stock
market, many studies have been concerned with its impact on the cost of
capital. However, by reviewing these studies, the researcher noticed a
discrepancy in his findings. While researchers indicated a positive relationship
between them, others indicated a negative relationship. Thirdly, the absence of
a relationship between them, which prompted the investigation of the impact of
the quality of accounting profits as a regulatory variable on this relationship.
More specifically, the study aimed to conduct two tests, the first: to study the
relationship between the level of voluntary disclosure and the cost of capital,
and the second: to examine the effect of the quality of accounting profits on the
relationship between the level of voluntary disclosure and the cost of capital by
applying it to companies listed in the Egyptian stock market. The level of
voluntary disclosure was measured with an unweighted index consisting of 56
items, and the quality of accounting profits was measured by an aggregate
index of the average of the standard values for each of (the quality of benefits,
the continuity of profits, the predictive ability, and the smoothing of income),
while the cost of capital was measured by means of an average Weighted cost
of owned and borrowed capital. The study sample included 78 companies listed
on the Egyptian Stock Exchange, represented in ten different sectors for the
period from 2014 to 2018, with a total of 390 observations. The multiple linear
regression analysis model was used to test the hypotheses of the study, and the
statistical results indicated that: 1) There is a significant negative relationship
between the level of voluntary disclosure and the cost of capital. 2) The quality
of profits measured by the composite index plays the role of the regulating
variable, as it interacts at the level of voluntary disclosure, causing a significant
positive effect on the cost of capital.

Keywords: Voluntary Disclosure Level, Earnings Quality, Cost of
Capital, Cost of Equity, and Cost of Dept.
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