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Where:

K = (LGD)[N((/1/(1 —R)N'(PD) + (yR/(1 —R)N71(0.999) — PD]

U RN

¢ halaally das jall deidll 4 = RWA

Gk o gar Lol ) Lgie Lad) mual 385 () gall Mo 8 3LaY) dlaia) & = PD
(IFRS 9 i Ly ill sl el
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tAaliiiall je (a5 A1 (.04 (5olasi s cAabaiiall (a5 BN (.15 (55t Jalae 2 5=R
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ROA=BO+BICR+B2ZWCH+P3QR+e.ccciiiiiiiiiiiiiiiiii e (1)
ROE=B0+BICR+P2ZWCHP3IQR+ ittt (2)
ROA=B0+pB1 Levl +B2Lev2+B3PMR+e...cooiiiiiiiiiiii. (3)
ROE =0+ pB1 Levl +B2Lev2+B3PMR +te.ccccviiiiiiiiiiiii .. (4)

sdo) jall UGN Slas¥) (e Al LA 2 e Sl

ROA = B0 + B1 Log(size) + B1 Log(size)*CR + B2 Log(size)*WC + B3

LOQ(SIZE) QR F €., (5)
ROE = B0 + B1 Log(size) + Bl Log(size)*CR + B2 Log(size)*WC + B3
LOQ(SIZE) QR F €., (6)
ROA = B0 + B1 Log(size) + B1 Log(size)*Levl + B2 Log(size)*Lev2 + B3
LOG(SIZE)*PMR + €. (7)
ROE = B0 + B1 Log(size) + B1 Log(size)*Levl + B2 Log(size)*Lev2 + B3
LOG(SIZE)*PMR + €. (8)

RWA=B0+B1CR+B2ZWCH+PB3QR+e...cciiiiiiiiiiiiiiiiiiieen, 9)
RWA=B0+B1 Levl +B2Lev2+B3PMR+e...cccevviiiiiiiiiiinnnn. (10)
Ol ua

¢Jghail) At = CR

¢ Jalad) Jlad) (il gﬁba = WC

thay o) A gaad) A = QR

f(J5aY) £ gana /Cila) JiY) £ gana) Auila Allall dad) ) = Lev (1)

f(AaSlall (3 gha /cila) FiY) £ gana) Aila dullall dadl ) = Lev (2)

e ) Glald A = PMR

Jea¥) o ailal) Jara = ROA

daSlal) Gola o dilad) Jaa = ROE

4,8 aaa = Log(Size)
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Allig gumbd JLEA) g i s g el oS (o LSRN @il 1(1) By s>

Kolmogorov-Smirnov? Shapiro-Wilk
Statistic Df Sig. Statistic Df Sig.
CR 317 234 125 .350 234 327
wC 341 234 211 519 234 432
QR 322 234 127 341 234 315
Levl 308 234 118 625 234 137
Lev2 .064 234 .061 .986 234 .079
PMR 275 234 .089 435 234 .089
Log Size .096 234 111 .964 234 .085
ROA .086 234 215 .986 234 218
ROE 462 234 226 076 234 321

somls Jaals (Kolmogorov-Smirnov) «osi e <agsmal & (s Al duia 3 a0y
(ol a5l ity ¥ bl Galall w55t o Y el pae (a8 e (Shapiro-Wilk)<l s
(ormdall )6l iy ¥ bty Gl w35l O (1 e G JLEAY) 008 A sine sl ) aay
sty iy (alaldl a5 il O e pral 5 o @lla8 0 LAY i 4 sina aae i 13) Ll
2kl

Oe nia (Y (LAY 4 sine axe G (1) ) Jsaadl Lo je Gibud) bl e ol o Ul
s ol Gle AVa @l g 045 e LTl puaiall 48K) Sjg, Al O s Al jall @) i
] Jagus sl Jsa bl il (5 sse iddy b e 30l 5 anhall ) 6ill ady L)
A Al gl OA (e ey Le a5 Clysiial

Normal @-Q Plot of QR Normal Q-Q Plot of WC Normal Q-Q Plot of CR

lorm:

Expected Normal
Expected N
Expected Normal

o 1)
Observed Value 3 = s . I
Observed Value Observed Value
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Normal Q-Q Plot of PMR Normal Q-Q Plot of Lev1

Normal Q-Q Plot of Lev2
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w ﬁ
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Observed Value Observed Value

Lt s Spread- Versus Level Plot Juiiy) cilaladiey e ALl cilaladiall o jSAIL sl
Jiiai s halaaall 13g] @Y1 saddl e (Level s siwall) cladladl Ll o4 jle 5l Jiiai o3
Ssag et Al g il ) jsadl e Inter Quartile Range (e oxa )l adl s jle
Ol oalad I udy oAl 8 a8 aenti Jakaddl) 138 Lalis ()l el 5 s gl G ABDe
pre Jullg ABle 25y Jm Trend ple oladl b Jga Laldl) aaad (lé clld (e 5 cilalagll
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10 9 Al il LA 9 clilbad) Julad &l 2 6-5

Jalail) =85 yiase (S 4] (e praay 48 L jLiidl) Cangiuall Al all (a5 8 ) Loyl
re Y (8 Jiati Al dal e 4336 e Slas!
shdia gl Cilglany) :1-6-5
dan o e IS5 Galdll sl g3 58 IS5 Al all A Aagada ) i ) ilelan ) i
I e A ) il yrie ao )58 JSE aat lSay BpadY) G eiay Al all o2 jUa) i

Cleban¥) dpanl il o (a5 dliall cald 5 AN Clul jally i) LY i sl Slelany)
Al all il el dia gll il o) ) a3 0 S ) (A ) 55 4088 5 4lS a6 8 i
i sl Jalall =5 (2) a8y Jsand) seaa sy e il s bl laa¥) SPSS 7l aladiul
) sl e A ol ¢l il

Lhua ol) clplaal) il 1(2) Al Jgoa

N Minimum Maximum Mean Std. Deviation
CR 234 0.239 44.853 2.193 3.658
wWC 234 | -9789914656 | 14187606142 | 347435939 2045185441
QR 234 0.114 42.083 1.717 3.468
Levl 234 -23.589 26.439 1.449 3.531
Lev2 234 0.008 1.360 0.541 0.274
PMR 234 -4.283 2.522 0.105 0.385
ROA 234 -0.219 0.386 0.073 0.087
ROE 234 -96.152 14.725 -0.203 6.401
RWA 234 2.3979 9.5887 6.844 1.236
Valid N (listwise) | 234

b

gl W) aall (e oy o8 52,193 Jshail) Cansiy (alall CR il bl Jass ol iy 1Y
ol el A WC anially (lahy Lo g ediasd pall damy J 51l s 5 sinna aalédi) ) e Le g8
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L)) Jalas Cayadt g Al jall 3 et Ayl Gl puiall (g A8Dal) dada V) Jals )Y) 48 shuma ol
Jalaa jiing 5 Ll VI Akl 5l (PMCC) "giiall aalll ol ;¥1 Jalra” sy Wl () s
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Ogmp Jalt ) 4 giaaa 1(3) ad ) J g2

CR WC QR | Levl | Lev2 | PMR | ROA | ROE | RWA
CR 1

WC 016 1

QR 692 | .010 1

Levl -104 | 224" | -.099 1

Lev2 -482™ | -.034 | -.460™ | .152" 1

PMR 156° | .076 | .171™ | -.063 | -303" | 1

ROA -041 | 210" | -050 | .018 |-.202" | .337"| 1

ROE 016 034 015 271 | -110 | -.002 | -.045 1

RWA 015 | 023 | 021 |-018| -0.26 | 0.15 | 0.16 | 0.17 1

Jamay Jalall JUal al 5y (o & sina 25k A8e 35a 5 Gibadl Jsaally A g pmall il (g (il
Jana) Al ¢1aY1 N ana 5 Adlall drdl )1 4 sine Ao ABle 2sa 5 iy 5« ) e izl
Uiala At G AR Aoyl i) il LS (ALl (5 gia o dilall Jana s Jsa¥) e 2ila)
o) al axy W) dagll o2 2l aldl (S Y asl SAL yaaally Jsal) o diladl Jana g )
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(b3 7535 giia (e (5 siaa (sl 2gng are I e
ol Al diliany) (i g Al il Ll il 33-6-5

Al ) jiial) 5 Asall <l yiall G A8l Jalas 1) sl ) (e e 3l 138 8 Chall aay
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I (Alan) Gadl) JLARY Jlaady) Jalas gl 1(4) o) Jga

Panel (A): Model (1) Panel (A): Model (2) Panel (A): Model (3) Panel (A): Model (4)
ROA ROE ROA ROE
B Coef. s;t. V;'ue B Coef. Stzt Vapl'ue B Coef. Sta:t P-Value | B Coef. StT(;t. P-Value
Cons. 0.068 8.713 0.000 | -0.324 -0.546 0.586 Cons. 0.084 6.573  0.000 1619 1.667 0.097
CR 0.010 0.834 0.405 | 0.092 0.101 0.919 Levl 0.001 0.876 0.382 | -0.473 -4.075 0.000
wC 0.088 3.238 0.001 | 0.063 0.515 0.607 Lev2 -0.037 -1.806 0.072 | -1.961 -1.251 0.212
QR -0.012 -0.930 0.353 | -0.068 -0.071 0.943 PMR 0.069 4705 0.000 | -0.725 -0.656 0.512
N 234 234 N 234 234
R2 22.30% 38.00% R2 35.70% 28.30%
VIF (Max) 1.002 1.002 VIF (Max) 1.123 1.123
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SN syl (il LSRN jlasiy) Jalad il o(5) b Jsda

Panel (A): ROA Panel (A): ROE Panel (A): ROA Panel (A): ROE
B Coef T pvalue B Coef T pvalue B Coef T pvalue B Coef ~ P-Value
o¢ stat. ¢t stat, ¢ stat, ¢ stat,
Cons. | 0086 0994 0321 | -2724 -0419 0676 Cons. -0.034 -0439 0661 | -5.086 -0.853 0.395
Log (Size) | -0002 -0210 0833 | 0255 0367 0714 | Log(Size) | 0.014 153 0126 | 0762 1.107 0.270
Log 0001 0850 039 | 0022 0200 0.842 Log 0000 1.099 0273 | -0.047 -3745 0.000
(Size)*CR ' ' ' ' ' ' (Size)*Levl ' ' ' ' ' '
Log 0080 3001 0003 | 0008 0377 0.707 Log -0.006 -2.345 0020 | -0278 -1522 0.129
(Size)*WC | ' ' ' ' ' (Size)*Lev2 ' ' ' ' ' '
Log 0001 -0.940 0348 | -0018 -0.154 0.878 Log 0.007 4361 0000 | -0077 -0.678 0.498
(Size)*QR | ' ' ' ' ' (Size)*PMR | ' ' ' ' '
N 234 234 N 234 234
R2 21.30% 15.50% R2 36.30% 27.10%
VIF (Max) 1.169 1.169 VIF (Max) 1.367 1.367
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Panel (A): RWA Panel (B): RWA
T-
B Coef. Stat. P-Value p Coef.  T-Stat. P-Value

Cons. 0.110 2230 0.044 Cons. 0.200 2.228 0.041
CR 0.070 1.232  0.094 Levl -0.112 -2.226 0.028
WC 0.224 2235 0.026 Lev2 -0.162 -2.371 0.045
QR 0.094 1235 0.074 PMR 0.153 2.321 0.025

N 234 N 234

R2 36.20% R2 41.20%
VIF (Max) 1.115 VIF (Max) 1.411
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Abstract

The study dealt with the impact of solvency assessment on the financial
performance and credit rating of the industrial companies listed in the Egyptian
stock market. The study sample was represented by 39 industrial companies
listed on the Egyptian stock market. A sample from the industrial sector was
selected for the period from 2017 to 2022 to avoid the negative effects of the first
flotation decision on the Egyptian environment. The sample included the
industrial sectors represented in: the chemical industries sector, gas and oil, food
and beverages, services, industrial products and cars, construction and building
materials, real estate, health care and medicines. Considering that these sectors
are the most sectors that contain industrial companies in the Egyptian stock
market.

The study found the validity of the first hypothesis: there is a statistically
significant effect between the solvency estimate and the financial performance
of industrial companies in Egypt, through the existence of a positive relationship
between working capital and the rate of return on assets, and the existence of a
positive relationship between the profit margin and the rate of return on Assets,
and also the existence of an inverse relationship between the initial financial
leverage and the rate of return on equity.

The study also reached the validity of the second hypothesis: There is a moral
effect with a statistical significance between the estimation of the financial
solvency and the financial performance of industrial companies in Egypt with
the different size of the company, through the existence of a direct relationship
between the size of the company and the working capital, as well as the presence
of the interactive relationship between the company size And the financial lever,
which indicates that the high level of interaction between the size of the company
and the financial leverage leads to an increase in the rate of return on property
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rights, and the presence of an interactive relationship between the company size
and the percentage of profit margin. The high level of interaction between the
company size and the profit margin rate leads to a low rate of return On property
rights. It was also found that there is an inverse relationship between the size of
the company and the second leverage.

The study also found the validity of the third hypothesis: There is a
statistically significant effect between the solvency estimate and the credit rating,
through the existence of a direct relationship between working capital and credit
rating, as the high level of working capital leads to an increase in the level of
credit rating. It also showed that there is a relationship between the credit rating
and both the first and second financial leverage and the profit margin ratio, as it
indicates that the increase in the first and second financial leverage leads to a
decrease in the level of the credit rating, while an increase in the level of the
profit margin ratio leads to an increase in the level of the credit rating.

The study recommended the need to pay attention to the level of financial
solvency of the industrial companies listed in the stock market in Egypt in order
to maintain raising the level of financial performance of the industrial companies
and improve the level of credit rating. In judging the level of financial solvency
assessment in those companies, and thus raising the company's ability to pay its
obligations without the need to sell the company's long-term assets to pay its
obligations, working to increase the level of profit margin for those industrial
companies in order to increase the level of credit rating.

Key Words: Financial Solvency, Financial Performance of Companies,
Company Size, Industrial Companies, Credit Rating.
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