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The impact of board governance on information asymmetry: An applied
study on the Egyptian Exchange

Abstract

The study aimed to examines the impact of board governance on information
asymmetry in the Egyptian capital market through an applied study that included
32 business entities listed on the Egyptian Exchange during the period 2017-2021.
The study relied on four board governance metrics: the separation of roles between
the chairman and the CEO, board size, the number of independent directors, and
the frequency of annual board meetings. Information asymmetry was estimated
using four indicators: bid-ask spread, trading volumes, analyst forecast dispersion,
and stock price volatility. The inferential analysis, based on cross-sectional data,
revealed an inverse relationship between board governance metrics and the level of
information asymmetry. This finding was further confirmed through multiple
regression analysis, which encompassed all measures of information asymmetry
except for analyst forecast dispersion. The latter was excluded due to inconsistent
coverage by financial analysts for some issuing entities or the lack of research
coverage altogether. In conclusion, the study highlights the crucial role of board
governance in reducing the level of information asymmetry, which in turn
contributes to more informed investment decisions and enhances the efficiency of
the capital market. Recommendations were made to issuers of securities,
regulatory and supervisory bodies, as well as recommendations for future studies.

Keywords: Governance — Board — Board Governance — Information Asymmetry.
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Model: WLS, using 160 observations
Included 32 cross-sectional units
Dependent variable: range
Weights based on per-unit error variances

Coefficient Std. Error t-ratio p-value
const 1.91209 0.0958256 19.95 <0.0001 ek
S —0.293534 0.0825072 —3.558 0.0005 Hxx
z —0.0306980 0.0291318 —-1.054 0.2936
| —0.0582980 0.0583417 —0.9993 0.3192
M —0.0691012 0.0123324 —5.603 <0.0001 Fkx
Statistics based on the weighted data:
Sum squared resid 145.1388 S.E. of regression 0.967667
R-squared 0.613529 Adjusted R-squared 0.603556
F(4, 155) 61.51626 P-value(F) 4.87e-31
Log-likelihood —219.2315 Akaike criterion 448.4630
Schwarz criterion 463.8389 Hannan-Quinn 454.7066
Statistics based on the original data:
Mean dependent var 1.174234 S.D. dependent var 0.769189
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|Sum squared resid 59.99470 S.E. of regression 0.622144 |

GRETL a3l Judladl 5 oulidll sl 5 iyl Jaladl s s ¢ saeadd
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G siane b Lagaly il sheall il e (5 siane g 3)0Y) Gulaal sl cilelaal) s o(gdanll adll)
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AL G Y 5 g ilaslaall Jilad s e

allaal A aadall 5080 il sawiall Jlaady) dalas e aldie) sasl Jlad) ol ) &bl oS Qi
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-9)

el saa Bl paall 5 ) Galae AaSga A Aygina L) 3(8) A Jsss

ANOVA?
Sum of
Model Squares df Mean Square F Sig.
1 Regression 36.098 4 5.024 24127 <001®
Residual 57.975 155 374
Total 94073 159

a. Dependent Variable: range
b. Predictors: (Constant), M, s, Z, |

SPSS dielaia¥) o slall dilasy) mal il 4 ja s jia 1 jaad)

L“mei\ﬂsu&,ﬂ\éﬂn;{‘, s(24,127)_3jqf§a§g}m;d\ (F) J,q\.ujo_.gsg(S) Ay dss PlA e
5008 e Ll e madl ae ulie e il s oY) Gudae ASsn allae s Il 53 ) sa 5 ¢(% 1)
(9) i Jsxs DA Ge Lol paiad (S 4y jpudil)

) s3a bl paal) 5y (udane A gt A ppedil) 5,08 1(9) ad) Jsan
Model Summary

Adjusted R Std. Error of
Madel R R Square Sguare the Estimate
1 A1g® 384 368 B1158

a. Predictors: (Constant), M, s, Z, |

SPSS dielaia¥! pslall Zlasy! el yll daja il 2 1 j2adl
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Model 2: WLS, using 160 observations
Included 32 cross-sectional units
Dependent variable: V
Weights based on per-unit error variances

Coefficient Std. Error t-ratio p-value
const 6.62666 0.245329 27.01 <0.0001 ek
S —0.0407149 0.186272 —0.2186 0.8273
z —0.246312 0.0637251 —3.865 0.0002 ek
| 0.202056 0.141706 1.426 0.1559
M —0.0679859 0.0291519 —2.332 0.0210 o
Statistics based on the weighted data:
Sum squared resid 159.4832 S.E. of regression 1.014359
R-squared 0.254293 Adjusted R-squared 0.235049
F(4, 155) 13.21410 P-value(F) 2.76e-09
Log-likelihood —226.7713 Akaike criterion 463.5427
Schwarz criterion 478.9185 Hannan-Quinn 469.7863
Statistics based on the original data:
Mean dependent var 5.123996 S.D. dependent var 1.075278
Sum squared resid 147.0143 S.E. of regression 0.973899

GRETL Zia 3l Judladl y oulal) slai®¥) 5 jlass¥) dalasl la da a1 jaad)
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G plan b 2l 5 )) Gudaa Kaksn A Lysina JL33) 5(11) 48 dssn

ANOVA?
Sum of
Model Squares df Mean Sguare F Sig.
1 Regression 371495 4 92849 9828 =.001"
Residual 146645 155 946
Total 183.840 159

a. Dependent Variable: ¥
h. Predictors: (Constant), M, 5, Z, |

SPSS dielaiall o slall ilasyl el Jall daa s jaa 1 jaadl)

& Sine i Ay gine dadl) lli axiy (9,828) — ¥ B Crgmadl) (F) debaa o cis (11) ) Jsas A e
o—e L cdgal daal e ol 35 oY) Gulas AaSgn allee 90 I ei s ) sa g (% 1) oL Ay sina
(12) ?SJ djh DA %) Lg..a\)zlmj uSA.ﬁz\i).\uﬂ\ bﬁ\
Jgil alaal & all 5 )aY) (udaa LaS sad &y ppedi) 5080 1(12) a8, Jooa
Model Summary

Adjusted R Std. Error of
Maodel R R Square Square the Estimate
1 4508 202 82 BT267

a. Predictors: (Constant), M, s, Z, |

SPSS Gelaia¥l pslall dilasyl el il daja cila e 1 2l
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Model 7: WLS, using 160 observations
Included 32 cross—sectional units
Dependent variable: fv
Weights based on per-unit error variances
Coefficient Std. Error t-ratio p-value
const 45.1165 6.26028 7.207 <0.0001 b
—5.68346 5.03515 -1.129 0.2607
z —7.08851 1.68159 —4.215 <0.0001 waE
| —13.5751 3.91738 —3.465 0.0007 b
M —0.993405 0.731066 —1.359 0.1762
Statistics based on the weighted data:
Sum squared resid 150.2421 S.E. of regression 0.984532
R-squared 0.151518 Adjusted R-squared 0.129622
F(4, 155) 6.919800 P-value(F) 0.000038
Log-likelihood —221.9961 Akaike criterion 453.9921
Schwarz criterion 469.3680 Hannan-Quinn 460.2358
Statistics based on the original data:
Mean dependent var 20.25625 S.D. dependent var 25.31692
Sum squared resid 95191.53 S.E. of regression 24.78183

GRETL e 31l Judladl 5 adill slai®¥ 15 jlasiy) Jladl s e 2 teadl
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Model 8: WLS, using 160 observations

Included 32 cross—sectional units
Dependent variable: sd

Weights based on per-unit error variances

Coefficient Std. Error t-ratio p-value
const 0.198223 0.490729 0.4039 0.6868
s 0.277171 0.407658 0.6799 0.4976
z —0.342900 0.134267 2.554 0.0116 w*
| —0.177360 0.292640 —0.6061 0.5454
M 0.0127158 0.0666918 0.1907 0.8490
Statistics based on the weighted data:
Sum squared resid 134.1338 S.E. of regression 0.930258
R-squared 0.122749 Adjusted R-squared 0.100111
F(4, 155) 5.422102 P-value(F) 0.000411
Log-likelihood —212.9233 Akaike criterion 435.8466
Schwarz criterion 451.2225 Hannan-Quinn 442.0902

Statistics based on the original data:

Mean dependent var 2.748168 S.D. dependent var 3.643663

Sum squared resid 2073.189 S.E. of regression 3.657241
GRETL e 3l Judladl 5 sl slai®¥ 15 jlasiy) Jladl s e 2 pteadl




(2025 b (1§ <3p) dslaial¥l a shadl doagalgy) Aaal)
g.b daaa Cpaileea 3 ral L2

269

A0 e s s 5 i g Y] s ol e 20l 35m5 cs o(14) 5 sl P&

5 ade (5 s 8 <l il (e (%10.01) 503Y) Galae A€ sn allas < pud Caim ¢(%35) 58 4 sina (5 giuse dic

o 51 Gulae A€ sal g sinadl ) D) ey Lee dad all die o jie (e sLie JS (alliad ¢ g b e gladl
AL 3 V) (5 g e shead) Sl 520

Al By e il 5l il aneidl aaiy) et e 1oliie) sash i) el ja) Haldl oSay ol e b
HJ}(IS)HJJ}J;.“ &Awﬂ\u&sﬁuﬂw&kﬁu}u\ &Me&JW@MBJ\J\X\MAASP

-(16)
age) Jlad LB B )Y alae AaS s i Ay gina Las) 1(15) A, Jsaa
ANOVA?
Sum of

Model Squares df Mean Square F Sig.
i Regression 143.686 4 35.921 2.830 027t

Residual 1967.242 155 12.692

Total 2110.928 159

a. Dependent Variahle: sd
h. Predictors: (Constant), M, s, Z, |

o) callad) g el 85 oY) Gulae LS g allas 50 aland) ) el g3 V) 525 (% 5) G s

pgal) ol LG 5 )Y Gudaa A gad &y pad) 5,080 1(16) ady Jsas
Model Summary

Adjusted R Std. Error of
Maodel R R Square Square the Estimate
1 2617 068 044 356257

a. Predictors: (Constant), M, s, Z, |

SPSS dclaia¥! o slall Lilan) gl sl 4 ja s i 1 jadll

508 ) e ol eV sa 5 (% 4.4) Ja 8 Joeddl aonll Jeles Gad o ity ¢(16) 2y Jsanl lis
Lty oo sbaal) il e (5 ginne) il planl 3 caant ) el el (e (% 4.4) pui e 5 3Y) Gulae AaS5n
il Al Kol o AT Qe ge D as b 5 AY) (% 95.6)

P QA o) Al Aelin sy cpaal) A2lia ) Hialdl (Ko G Laa

o) o Qi elial Wb cila plaal) Jilad e A 5 Galas AaSgad o sina il aa g
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Gaald) Eiaal)
Silua gl g il

sl
AL 355V B o Calalaiall (e Lo sk 5] (65 Ladie e sheall i e sy Al 3l sl
(Goldstein, 2023; Zhao et al., Galelsiall e Alalall il 55 axe ) 525 s ¢ JaT Cajla e ST il sles
5 Simnay )Yl ) ALY el 389 Adee e IS o 55 o e slaall Bl aaal (S Cum 2023)
il i) 513 G tae J e Alladll A8 gl Canli o oSy 2aall 134 8. (Kilic et al., 2023) 3 sull 56l
L ¢ (Wagdi et al., 2021; Al-Hiyari et al., 2024)3S_aall 038 (o 22l 3 17550 2l 3530 5 jaaall

Alae 5 4las S maad L) 3,5V Gam pailiad e

Pt e ol s 2888 3505 e Jany o 2l 31500 5 pamall clial) 513 pudaad (Kay Cua
soadll e i Las ccanliall gl b elld o6& of o el g dabell Zladl s 3 AL ) o)
53 (e Lase .(Abdelmoneim and El-Deeb, 2024)35 sl 2 Cplalaidl (1 aa pe 5 Cpallaall (Al sladll
il ey s okl il 35 ) ilayL ((Khan and Kamal, 2024) Ges) jell glad el DA e 8
gLl ¢ g 8 Glalll @l cpla) DY 3 jhlaadl 519 glad DA e sliid) 4a) 5 A Jhlad) e ZLad))
ekl g 4 8 clllaiall JeaY) g EAY) bl 3 5xi5 Glasa e 1yl s (3 slail 4y Jaas

Oy 2axial) lasdy) Jalas g cililall Gl el dalail) (e JS e 35 Slan) dilail) cililee A (g
A lie Vo eay laslead) Jila pae il sie e 5 laY) Calae A€ ga (< _ine) allaad dpuSe e ollia ¢
g gl N ara gl Ayl 5 a8l o) g

oy AT Al ) i Cm e slaall LG pe Gunlie (s ) Aela ) Ad_all (s 53 o o3 g
Aok ksl ol ) AELEYL il all die e On pend) A g cl e i oo Liase (unlia An

A dne s i ) oplladll

s clea Jumd (e (S0 Ao 3D g s (s ¢ madl (520 (uliial Ll o slaal) (Bl sae ) e

Sl agheall Jilai ade (s sie ga 5I8Y) Galaal i) cilelaial) s (g2l ) il gemall e 5]
3 sl e (% 60.35) Y1 oudae AaSsn allae Ciud Can (% 1) o3 A gina (5 gine I3 LaglS g
Gs—ind)l W U el Les cdad al) Ae o e (g sliie JS pailiad ¢ g 8 e glaall Bl e (5 giase
b -l i pmnl at) slad ) Wik L) )51 G5 g e slaall (B (520 e 5 ulas S sal
pie (5 e (A Huadll 3 )laY) (ulae daS s allaad 4y juadil) 55080 ol saatiall lassy) Judss als @lld e Jilaal)
o lae A aSsm 538 ) a3 L) sa s (% 36,8) Jas 8 Jona wpaaill Jalae el sk il sladl) (il
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(e sl Bl pie (5 5ine) madl (530 (e Y aand A il (e (%36,8) pei e 55

N udaa sas e S e BDle 3ga s 4 (g pan Gubial ks il sleall i pe Gl B b U
(% 5) (% 1) 3084 sina (5 gine ) Legl€ g lagladd) il ade (5 giana g bJaY) (ulad & gd) cilelaiay) axe
st o g b lagledl il ade (5 sisa 3 il (e (%23.5) Gulae AeSsa allae o jud iy el e
sy Sl agledl J 8 a0 e b aY) Gadae A sal sl Y1 L) e Lee il ol die < jie e shiie S
Al Gy el 5,0 8 i 5 el Jasdy) st Jl 8 W el (o el il gl ik A 3, )
Son eJanall ami) Jaleo Aadl lisks J ) pnn (abiial ik i sheall (Bl pde (5 ginne 3 usill 5 J3Y) (adae 35
bt A @l e (%18,2) i e b oY) Gulae AeSsn 5508 Y jals 3 ) 525 (% 18,2) s
(e sl B a2 (5 gina) gl dlaal

G e Do gy ol 8 ¢Oulld) Cllad) i i il s e sladdl Bl 500 i) Ja 3 U

o 28 Ay gina (5 giane <3 LagalS y e sheall Jilai ade (5 sise pe alanally (sl ¢liac Yl dae 6 J2Y) Gulae aas (ge

J—S pailiad ¢ g b e gled) Blai axe (5 sime & i) (4 (%12,96) ulae 3aS g allae oy Cam (% 1)

G 3w cilaglaal Jla s3a e 5 )aY) Gudae AaS gl g ginall ) D) e Lee Al Aie < jie (e Lk

(o Sl JLaS) pe b 6 il s oglaly LY s ) il i el Jlaill G el g (L)
o) Jland il i e il sheall Jilai se i) a8 1l

B8 4y 5ina (5 glue dic g Gilasleall Sl ade (5 glue ga 3 IY) Calae aaal dpuSe ABle dgag (68

s 3 b laglaall il pde (5 sie b il e (% 10,01) 3030 Gulae AeSsn llae o juid Cun (% 5)

Jila sae e 53] Cudae BaSsad g il 1 Y Lnt Lee el Lall e cla e (e 8Lie JS ailad

il 0 5 I3 e QD) (6 il o petanal il sl i AL 31 5 sy e sl

Jaaill Jad Gl Y Gk (% 4,4) ey sl LS ade (5 e b Lskill 511 (e 35 allad
L daxiall

6 Fiiia g BJ\J?\ oadae O AuSall A8 G d g?“‘} (Cal et al., 2015) C—S!L\.\ & ‘;&\.A:\:i Al C\_Slt\.\l\}
Allad 4y laat e i Cus (The Monitoring Cost Hypothesis) 4.6 ) 46<s (i 3 ) cila sl il aae
A 3l 50U 8 o) sl Lleats ) Gl 850l 55 )aY) Gulae

35—y o (Cormier et al., 2010) du o zilis o Allal) A jall il (3658 5 )1aY) (ulae aans e U

2l g 38l Y ALaYL Gl b Cplabaiadl (o cileslaall LG a5 gy (ulaall aas o dpuSe ADle
Lo sleall Bl pie (5 g s Coliis) eliae Yl sae G 30 Y @il 3 ¢ (Salehi et al., 2014) aul o
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Al (), 0 5 yaaal) clidad cluag
(53— (o S jLial) il D Aaliall il slaall (g 8 sl Gl i g e sleal) Bl pde (il (S
8a—ad cliidl Jd e o shll s ol Y ZladY) clilee Adeli s il il siae 35 DA e AL 3,5V

Al 3 ) (8 g 8 AS i) il lY) aand Ao 5 dauzd g lglea i e Al (30
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