CHAPTER 5

ANALYSIS AND FINDINGS %\
5.1 Introduction Vz

This chapter firstly investigates the effects of acco tirwvmarket indicators

nqi?indicators
that can discriminate between performing and underpgsform g companigs. talsqzanks

on company performance. Secondly, its identifies the a

a5}

2,

the sample firms according to their discrimin ores. Finally, e!<arpﬁnes the
’ X

M counti@énd market

mediating effect of stock volatility on the relatiw b

three seetions: the first

th Qpirical results and

jon me remarks.
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5.2 Diagnostic Analysis

This section consists of fifth subsections. The first shows the summarised wﬂ;

the second the descriptive statistics; the third multicollinearity test; the f@idity

test; and the last the sensitivity test. A

5.2.1 Data Summary
Table 5.1 shows the characteristics of the summari acet. The dataset was

strongly balanced and there were no missing data. ingl iWund to be
@

suitable and valid for analyses. é l _\‘-}
4
%y

Table 5.1: DataseWar \

Panel Variable gly
b

Time Variable

Sample

Delta e 3 P rg}

Missing\ 3 —&
N

The ASE consis%; main ,ecto : ﬂnabal, industrial, and services. Each

4 ¢ &
sector is divided in eral gijﬁsause oﬁdr different operating activities. Thus,

financial treatrﬁts d 'g r@l’s differ between sectors or groups.
¢
Accordingl %Wdic or nﬁné}ﬁsample firms were selected. Data available
%i

in all firms nclubed.i ?e anaﬁg's. A sensitivity analysis was conducted to reveal

Y-v

any diffegences within the stuq@‘fa.

N
N
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5.2.2 Descriptive Statistics

The descriptive statistics covered a sample of 63 ASE Index companies fr

to 2018. A total of 693 observations were recorded for each variable. Tabl(%orts

the most important descriptive statistics for the variables: mean, sta

minimum, and maximum.

Table 5.2: Descriptive Statistic

deV|at|on

No. | Variables Obs. | Mean I\/linl Max

1 Stock Price (P) 693 | 2.480274 ; 46.51
2 Return (R) 693 | -0.0385974 | 0.3475136 -o.w . "4.\3@'7
3 Return on Assets (ROA) 693 | 2.398505 98348 -Aﬁ}m _\‘439401
4 Return on Equity (ROE) 693 | 7.560404%, 74.13045 yz.nf ‘(1924.733
5 Net Profit Margin (NPM) 693 | -22. Wﬂ"fleog 3865.838
6 Current Ratio (CR) 233959 |[%9.909549 Q@B 146.0319
7 Debt Ratio (DR) % 584 @ 69 | 403813 | 98.3078
8 Total Assets Turnover (TOA) K 198375 1@003‘ h..-0.3074 6.0433
9 Market Capitalisation (MC) 7%?5 7)8}{\- 0.1441 | 1369.802
10 | Stock Turnover Ratio (STR) nsb‘rls y 228. @;e 0.1009 | 2454.68
11 Earnings Per Share (EPS 1490079 0@469 -1.0766 3.7374
12 Book Value Per Share (BPS 65}3 " 73 @04362 -0.0307 12.1843
13 | Price Earnings Ratio (P 613 ?11:.81 ~[7194.5274 | -2680.18 | 1793.59
14 | Price-to-book Va 93 . o‘1£1mu 4.87881 | -20.2281 | 88.4854

The avera@ pri
JOD 4.64. T |mu %
46.51. T ears p bsta

There Ere companies Wlth r@sb/stock prices, though the opposite was also true.

\

mpléques

gice was JOD 0.09, while the maximum was JOD

¥4
<

JOD 2.48, with a standard deviation of

ap between the highest and lowest stock prices.

mg the nature of stock market and business, fluctuating stock prices is normal.

Table 5.2 also shows that the average return of the sample was -0.038 percent,

ith a standard deviation of 0.35 percent. The minimum return was -0.69 percent, while

the maximum was 4.31 percent. These showed that some companies were able to
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generate high returns, while others did not. The profitability indicators were satisfactory
though a bit low, as there were companies with negative net profit margin .
However, the ROA and ROE were satisfactory. Their respective means w(r%\ and

7.56. A

There were two solvency indicators, current ratio (CR) and debqatlo (DR). The

CR was more than 1, indicating that the overall liquidity of th CCMES was good. In
oCr

addition, the DR was satisfactory (M = 38.41). Total asset ('IiOA) is the most
common indicator published in the annual report of théacomp iWi‘cates the
overall efficiency of an organisation. The overall T as 1.19. ile ﬁb&&q\‘r the
cy. indic ere\sgﬁfacto ry.

\'
The average market capitalisation (M@),of sam{JIe pani@x; JOD 31.78

value was still a bit low. Nonetheless, the over

million. The current stock price and %aof outstaneing st@g differed from a

company to another, as reflected b%tandar \rat?m S,EfSJOD 95.74 million).
N

This is quite normal for the As%as it go%ezlamﬁnd small-cap companies,
whose stock prices constan Mate ime. %\A
The overall vah%&;ﬂorsgm/em}aﬁs@ry. The average stock turnover
es

’ 4 ¢ &
ratio (STR) was 8 Skindicat'i \a& ges' of the companies were liquid. The
book value perghare (BPS 'e-to-@k value (PBV) had respective means of
¢
1.83 and 1.48%}rice arni rﬁioéP?R) reflects the current share price relative to
r

o
its per-% nings;.th J’gure@ was satisfactory (M = 11.81). The average

earni er share (EPS) was

JOD'0.15, which was rather low. This indicates that the
\
c Nﬁes gained low profits throughout the study period.

S
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5.2.3 Multicollinearity Test

The variance inflation factor (VIF) and tolerance (1/VIF) are typicallyw
identify multicollinearity problems. VIF measures the degree to % each
independent variable is explained by other independent variables. A V e of more
than 10 and 1/VIF value of higher than one signal the presence chollinearity

(Gujarati, 2004). The results of the tests are summarised in Table%’

Table 5.3: Multicollinearity '

Variables VIF 1/V|,: .
Return on Assets (ROA) . ' C}Y'
Return on Equity (ROE) .06 . A
Net Profit Margin (NPM) .06 | O \T
N
Current Ratio (CR) 1.30°{0.766883 N4
Debt Ratio (DR) \v

Total Assets Turnover A)
(MC)

Market Capitalisati

Stock Turnover

Earnings Per
Book Value

0.505336

0.994618

0.919916
0.66

The me rﬂ%
2 € 2 Q)
ce values,ranged between 0.25 and 0.99, and their mean was 0.66.

addition, t ler.
N
These r%’ ggesl‘g aﬁ%en@ multicollinearity.
A &’

N
N
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5.2.4 Validity Test

The validity of the dataset was evaluated using Pearson’s correlation. T

X

describes in detail the correlations between all explanatory variables. T((%hables
should be minimally correlated with each other. The table shows thaw;@rrelations
between the independent variables were weak. Y'
N
Table 5.4: Pearson Correlation between the Explana ariables
Var. |ROA |ROE [NPM |[CR |DR |TOA 'BPS PER | PBV
ROA | 1.00
Sig. ' ’
ROE |0.02 | 1.00 , - i _@T
Sig. | 0.59 g j . X
NPM | 015 | 002 | 1.00 Y' v Y}’
Sig. |0.01 |062 N ; ~®
CR |[-001 |-0.03 |-0.17 | 1.00 % N <.Q
Sig. |[0.02 |041 |0.05 \ - . O
DR |-0.08 |0.11 |[0.06 |-0.37 |1. \T "
Sig. % ) ”s\
TOA
Sig.
MC
Sig.
STR
Sig.
EPS 1.00
Sig.
BPS 0.67 | 1.00
Sig. 0.00
PER 001 [0.01 [1.00
Sig. 0.73 |0.79
PBV -0.15 [0.03 |[013 [-001 [-0.02 [0.08 [0.09 [0.09 |[0.03 |[-0.02 [1.00
Si 001 |040 |0.05 |077 |064 [033 |020 |0.09 |040 |0.63

ROA positively correlated with ROE, but it was not statistically significant. ROA

was positively and significantly correlated with NPM, which itself was positively but
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non-significantly correlated with ROE. In addition, CR was negatively and significantly

correlated with DR and TOA. DR was positively and significantly correlated wit

4

whereas TOA correlated negatively but non-significantly with CR. C}
MC was significantly and positively correlated with STR, EPS%PS. STR

was negatively but non-significantly correlated with EPS and BPS. EPS was positively

and significantly correlated with BPS. The non-significant qgrwns reflected the

overlap of indicators that guide investors. Determining the i tion'of each variable

ir de isw

. Positive_and/ s:@'g\ﬁgant

or% he@e normal
a\efo wihe d:ﬂé&'the study is

valid to use in the multivariate analysi\meaeless, the ha@%bstantiated these
=

conclusions with other robustness t@) \V &
? VS

in predicting company performance is important to gui

The correlations were low, as they shoul
relationships have been detected between some

since they were computed using the same i
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5.2.5 Sensitivity Test

Crosstabulation is typically used to assess the sensitivity of the dependent vari
values within the values of independent variables. The results shown (}53& 5.5
indicated that the values of all independent variables did not vary withi values of

the two dependent variables (price and return). Thus, the data of the Selected variables

did not vary between the industries or operating activities of thm)le. This is also
shown in the results of the descriptive statistics: the dif eZbetvleen firms’ data
were minimum. ‘\d
@
Table 5.5: Crosstabs ’ .\L}T
Case Processing Sum i Avad
Price Mo N
Dependent * Valid ried e Total o~
Independent N Percent rcent P%?t
PR * ROA 693 | 100.0% 0 0.0%{&13 100:0%
PR * ROE 693 | 100.0 % 0.0% 93 _J2100.0%
PR * NPM 693 100.0N0’ 0.0% 693 00.0%
PR * DR 693 % . 0:0% 693\ | 100.0%
PR * CR 693 0 Q%" | 100.0%
PR* TOA 693 % 0.0% ' (%3 100.0%
PR * MC 693 00% <693 | 100.0%
PR * STR 693 0% 693 | 100.0%
PR * EPS 693 Ne% = [ 693 | 100.0%
PR * BPS 6 0.09 0.0%~" [693 [ 100.0%
PR * PER 693", | 100.09 1| 0.0%™ 693 | 100.0%
PR * PBV 100.0% _0.0% 693 | 100.0%
 Re dety
R * ROA 693 3 100.0% BéM.O% 693 | 100.0%
693_ '] 100.0% 0.0% 693 | 100.0%
. $1000% MOV | 0.0% 693 | 100.0%
1N00.0% , (L0 [ 0.0% 693 | 100.0%
0% )]0 [0.0% 693 | 100.0%
00.0% » [0 [0.0% 693 | 100.0%
1000% [0 | 0.0% 693 | 100.0%
100:0% 0 [0.0% 693 | 100.0%
100.0% 0 [0.0% 693 | 100.0%
R * BPS 693 0% 0 [0.0% 693 | 100.0%
* PER 693 4100.0% 0 [0.0% 693 | 100.0%
\ R * PBV 693 [ 100.0% 0 [0.0% 693 | 100.0%

The statistical analysis showed that the data of the selected variables conformed
to the assumptions of the regression analysis. The following sections present the

empirical results of the study to accomplish the research objectives.
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5.3 Empirical Results
The empirical results of the study consist four main analyses. The first shw
regression analysis estimations of stock price and return; the second the @inant

analysis; the third the volatility measurement; and the last the mediatiof;Q/sis of the

volatility of stock price and return. ?
5.3.1 Stock Price Regression z l
The results of the pooled OLS model are first presented. Tihe rebustness t

est of
Y—-

]
regression is estimated. They will be followed by th Its of the fi d'arl@mdom
effects generalised least squares (GLS) models: euch-Pagan tWQJYErried out

to detect heteroskedasticity. The most apprepria

were also identified. \:>

t th hypotheses

5.3.1.1 Pooled OLS Regressio

Pooled OLS regression vmm DM i the effect of accounting and
market indicators on [£o ; s’ per’ :
regression results fo%ta I T

of the 12 indicators tock

model. The model was used to test the effects

-

e restogvshowed the model was a good fit for the
data, F(12, 68 .72, and aBIe& plain much of the variance in the dependent

variable ;%.79)1‘!’ s pooled re@}ssion model assumes that all 63 companies are

b4
iden]ica even though they ar@_\):gt.ually heterogenous in size, activity, and sector.
N

Therefere, for the time being, the results of this model shall not be accepted. To account

e heterogeneity of the sample, two GLS models were first estimated to allow the
S

earcher to choose an appropriate empirical model to test the first hypotheses.

N
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Table 5.6: Pooled Estimation Result of the Price (OLS)

Pit = atic+ B1IROA; ¢+ B2ROEi:+ B3NPM+ B4 CRi¢+ B5 DRic+ B6 TOAic+ B
MCi,t + B8 STRi,t + B9 EPSi,t + 10 BPSi,t + 11 PERI,t + B12 PBVi,t +
Var. Reg. Stock Price (P) Coefficient Std. Err. T-Test | P>
Return On Asset (ROA) 0.0891437 0.0165642 5.38 %
Return On Equity (ROE) 0.0020527 0.0011253 1.82 0.069*
Net Profit Margin (NPM) -0.0000159 0.0001267 -0.13 W.QOO
Current Ratio (CR) -0.0077067 0.009354 ow 0.410
Debt Ratio (DR) 0.0087498 0.0054774 0.111
Total Asset Turnover (TOA) -0.3975704 0.090498 % 1 0.000***
Market Capitalisation (MC) 0.00869 0.00 90 3 [¥ 0371
Stock Turnover Ratio (STR) 0.000239 0.000399 0. 5‘***‘7_'
Earnings Per Share (EPS) 8.725592 0.3 5 | 2188 0.000%*
Book Value Per Share (BPS) 0.9114778 983 13.60 0.0%7_ *
Price Earnings Ratio (PER) -0.0000191 W 18&3- —:%964
Price-to-book Value (PBV) 0.047276 173&?7\\:&73 0,007***
_Cons -0.186.217\611;2 ‘a}o.ss " 0.393
odel oY
Number of observations= 693 b ariables = 12
F(12,680) = 21572 é ? N? ’({:&%oooo
R-squared = 0.7920 ;%? -sqgsggd’ = 0.7883
*** Significantly different fr ero at the 1 il S'&‘rﬁﬁcantly different from
zero at the 5% level. * Margi sign,fican@t he 1Q@Evel.

I ARN
'3 s
M n Ta% .6, ROA, TOA, STR, EPS, BPS, and

According to t@dl gsl

PBV had a statisti Si n mpaé‘bh stock price. ROE had a marginally
significant im

PER di%ke

follmanalysis presents thed§§:lts of the robustness test of pooled regression of
N

S Nce model.

S

i
¢
n stack priee. ﬂleé's?lts also show that NPM, CR, DR, MC, and

any ati ;a ly @ficant impact on stock price. Nonetheless, the
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5.3.1.2 Robustness Test of Regression
Robustness test of regression was conducted to ensure the durability of the T

Table 5.7 presents the results of the robustness test of stock price regreSS|

Table 5.7: Robustness Test of Stock Price

F(12,680) = 44 11

Pit = atie+ BIROA + B2ZROEi .+ B3NPMi + B4 CRic+ B5 DRt + + B7
MCi,t + B8 STRi,t + B9 EPSi,t + 10 BPSi,t + f11 PERi,t + B12 Px:&,t

Variables Regression of Coefficient Robust T-Tes AP> T-Test
Stock Price (P) Std. Err.
Return On Asset (ROA) 0.0891437 0.0347587 l 0.011**
Return On Equity (ROE) 0.0020527
Net Profit Margin (NPM) -0.0000159
Current Ratio (CR) -0.0077067
Debt Ratio (DR) 0.0087498
Total Asset Turnover (TOA) -0.3975704 4 &
Market Capitalisation (MC) 0. 0086\, .0002[\8 0.30 ~<\ 0.763
Stock Turnover Ratio (STR) 0. oocﬂ" 0.0004344 o.% 0.002%**
Earnings Per Share (EPS) 8.72 | (173768 \ S\W 0.000%***
Book Value Per Share (BPS) 4778 3 )[@9 0.000%***
Price Earnings Ratio (PER) 0000194 o‘.g g18’49 :.}0.10 0.918
Price-to-book Value (PBV) 0.04727 2525 v 1.87 0.032**
_Cons 6 gzs& -0.82 0.410
Number of observat 2 El,mnber of Variables = 12

//

1

[ Prob> F 0.0000

R-squared 0 7

zero at th

0.7883

K
’4< Adj R-squared
\} A,
v S|gn|f|c%| hs&/ ciat th level. ** Significantly different from
rgl

}lgr}l&aﬂ at the 10% level.

T

\J

tlonf at th@efﬂuents of variables had no differences from
the @ LS model. The st@drd error had little difference after running a robust
S error regression. This can generally be translated by a little difference of t-
value and the power of significant level. That is, the model is robust. Nonetheless, the
udy will substantiate these conclusions with other robustness tests such as Hausman

and Breuch-Pagan tests. The following section presents the panel data analysis (GLYS).
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5.3.1.3 Panel GLS Regression

Panel data analysis (GLS) contains two main analyses: fixed and rando
following sections present the results of both. (\
A. Fixed Effects Regression A

Table 5.8 presents the results of the fixed effects GLS model\J'he estimations

had little difference from the pooled OLS model. N

Table 5.8: Fixed Effects Estimation fo

Pit = atie+ B1IROA; ¢+ B2ROE; ¢+ B3NPM;.+ B4 CR; Ric+ B6 TOA# B7
MCi,t + B8 STRi,t + B9 EPSi,t + B10 BPSi,t + B11 PERI &+ B PM, -
Var. Reg. Stock Price (P) Coefficient | Std. ' T-Te -T.
Return on Asset (ROA) 0.0809066 0.026483 :4.11 0.000**
Return on Equity (ROE) 0.0006808 ; 45?1:\0. ‘;03.472
Net Profit Margin (NPM) 0.00001 0.0001 ).12 ‘é\b.go4
Current Ratio (CR) -0.003 .0090924 .38 "~ 0.706

Debt Ratio (DR) O.N 0.008369 0.50 0.604
Total Asset Turnover (TOA) %?1420 7% A@XS 0.513
Market Capitalisation (MC) .0 97“ :000922 as,.?to 0.000%***
Stock Turnover Ratio (STR - 0.0004951, fJ="1.22 0.004***

)
Earnings Per Share (EPS) : 773\]& 15.73 0.000***

A
Book Value Per Share (B‘T 0.7(62843 | 10.192848% | 4.04 0.000%*
004

Price Earnings Rat -0.000046 ‘ -0.14 0.892
Price-to-book vws 10276233 (0151447415 1.87 0.061*

s
_Cons | 12525681 .0.5516249 0.46 0.647
% S
5 \ M
| |

Number %&atio 59 3g" 05"' Number of Variables = 12

F (12, 3653 ) @) Prob>F = 0.0000
L -

R-sefuar = 0 ZV S Q\

e %icantly diﬂ’!rent{rom 53?0 at the 1% level. ** Significantly different from
t the 5% level. * Marg@g/ significant at the 10% level.
%Qccording to the findings reported in Table 5.8, ROA, MC, STR, EPS, and BPS

0&1 a statistically significant impact on stock price. The random effects results are

introduced in the following section. PBV had a marginally significant impact on stock
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price. The results also show that ROE, NPM, CR, DR, TOA, and PER did not have any

statistically significant impact on stock price. T

B. Random Effects Regression (')
Table 5.9 presents the results of the random effects GLS stock prqudel. There

were some differences in the results compared to the previous two models. Accordingly,

Table 5.9: Random Effects Estimation o
Pit = aic+ B1ROA; ¢+ B2ROEi¢+ B3NPM; .+ B4 CR#
MCi,t + B8 STRi,t + B9 EPSi,t + 10 BPSi,t + B11 PERI,

the Hausman test was carried out to choose the most appropria,iem

CEI

Ric+ B6. TOAd B7
+ B12 PBVit¥e® o

Var. Reg. Stock Price (P) Coefficient | Std.

Return on Asset (ROA) 0.0838346 | O. 81

Return on Equity (ROE) 0.001323 78 "\1. W

Net Profit Margin (NPM) 0.000002 0109{ .02 ‘é\b.%l

Current Ratio (CR) -0.005 .0090371 |#70.60 & " 0.548
PN,

Debt Ratio (DR) 0.0060453¢| 0.006449 094 ) 0.349

Total Asset Turnover (TOA) 5 ) @2 0.005***

Market Capitalisation (MC) 94 0\34,211 0.000%***
Stock Turnover Ratio (STR : 0.0004403, %" 1.38 0.009%***
Earnings Per Share (EPS) .37668{& 18.46 0.000%***
Y . >y o
Book Value Per Share (B 0.08\@1 12.75 0.000

1.080341
gy |
Price Earnings Rat -0.0000378 |°0.0003612 | -0.10 0.916
Price-to-book Value (PBV) | *~0,0388019 _@%453478 2.21 0.027**

o .
_Cons -032676862+~0.2747045 -0.97 0.330
4 ~ L
\ |

A M
Number ations = fﬂ3:' ‘-'5' Number of Variables = 12
&
Waldghig 19" = I2151 ) [\ Prob>chi2 = 0.0000
~

R’/ = 97828 -~

‘urls S

Y icantly different from zéro at the 1% level. ** Significantly different from
erg,at the 5% level. * Margi&?f/ significant at the 10% level.

=4

cording to the findings reported in Table 5.9, ROA, TOA, MC, STR, EPS,
& , and PBV had a statistically significant impact on stock price. The results also
ow that ROE, NPM, CR, DR, and PER did not have any statistically significant

impact on stock price.
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The findings of GLS showed that the estimations of fixed effects had little
difference from the random effects. However, to differentiate between the rand
fixed effects, the current study conducts Hausman’s test to select the approl%\odel.

The finding of Hausman’s test presented as follow. *

5.3.1.4 Hausman Test of GLS Regression \,
The findings of the Hausman test for the robu#;ck ‘)rice model are

presented in Table 5.10. The null hypothesis states t e ran ow model is
]

appropriate, whereas the alternative hypothesis c@at the fixed e':ti\f@sgl IS

appropriate. \f \,‘T

tRCItS ft rice E\T

Table 5.10: Hausman

% effici D(Qarence
_ 7~
Variables (b) Rand((B) \Ab-B)
Return on Asset (ROA) 0 08090@ 383}6 1" -0.002928

Return on Equity (ROE) 0096 y.0b13@} -0.0006423

Net Profit Margin (NP, 0.0000126 o‘.‘ooo@m 0.00000997
4
Current Ratio (CR -0,0054242 | 0.0019967

; | N\,
Debt Ratio (D 0.00434 ‘@60453 -0.0017044
( & LIS
Total Asset T OA) _['-0.1544 05, "=0.3329324 | 0.1785119
Market Cawal n ( 0.00490/ 0.0039%4 0.00103
& ] I \
Stock TuknoveriRatio (STR 0.00 0.0006055 -0.0000027
QTR | 0-00p%e

Earnings Pe hareTEK 5935909 6.955271 -1.019362
F 2 I ! =
Bo Per’sh egtﬂsy 07782848 | 1.080341 | -0.3020565
nings’zatio Pa?) \‘:-0.0000469 -0.0000379 | -0.00000902
Pricesto-bogk Val FBV) ~_ [ 0.0276233 | 0.0339019 | -0.0062786
‘ = T
\} Chi2 = 41.9978

\(@ob>chi2 = 1.0000

S

As the table shows, the probability was larger than 5 percent. Therefore, the null

pothesis was accepted, suggesting that the random effects model was more
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appropriate. Before testing the hypothesis, the following test was conducted to identify

X
K\

Heteroskedasticity test was conducted using Breusch-Pagan ‘test.” Table 5.11

heteroskedasticity.

5.3.1.5 Heteroskedasticity Test

shows the results of the Breusch-Pagan test. This test regresses t siduals; its null

hypothesis states that the variances of the residuals are ho neeus c'r equal.

Table 5.11: Breuch-Pagan Test 0 Price' ‘\d
Ho: Constant variance c}if"
Variables: SP - ROA, ROE, NPM, CR, DR, TO STR, EPS, BP R,’PB\(.
v~
hi2

NV

b 4
Model Chi2 (12) Y~ Pr i
p 30.05 \' % 0.0000 §
ST )| %
l -
-, )
The findings of Breusch-Pagan test indic hat sI&Qﬁicity was found in
A
the model, »*> = 30.05, p < 0.05. a ncas%ﬂasidu
“« Q-
the null hypothesis was reject minimi i issuaﬁ‘ﬁé data were analysed using

a%were heterogenous, and
N
the random effects feat' le ngralised ;%jular@ LS) model as follow.

'3 ' g
&

5.3.1.6 Feasible @se(@uar\ gression
As prev@men o% ‘; suh‘;&(the Hausman test showed that the random

effects m s the jbest /it for data, while the Breusch-Pagan detected the

|

heteroske city problem. 1'0 @Ect this issue, the random effects panel FGLS was
usw timate the parameﬁs, assuming a heteroskedastic and correlated error

re. The model provided the best estimation for the variables, and so the

Opotheses were tested according to it. The findings of the FGLS model are presented

in Table 5.12.
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Table 5.12: Results of the FGLS Stock Price Model

Pit = atic+ B1IROAi ¢+ B2ROEi:+ B3NPMis+ B4 CRi¢+ B5 DRic+ B6 TOAi ¢ + /3
MCi,t + B8 STRi,t + B9 EPSi,t + 10 BPSi,t + 11 PERI,t + B12 PBVi,t +
Var. Reg. Stock Price (P) Coefficient | Std. Err. T-Test P> |
Return on Asset (ROA) 0.042564 0.0036811 11.56
Return on Equity (ROE) 0.0010747 | 0.0008322 1.29
Net Profit Margin (NPM) 0.00000225 | 0.0000049 0.46 0.642
Current Ratio (CR) 0.0005903 | 0.0008412 O.N 0.483
Debt Ratio (DR) 0.0016911 | 0.0009915 0.088*
Total Asset Turnover (TOA) -0.0865259 | 0.0177586 Y I 0.000***
Market Capitalisation (MC) 0.00637 0.000 1347 ( 0.00
Stock Turnover Ratio (STR) 0.0003445 | 0.0000717 . Ed!
Earnings Per Share (EPS) 4.545705 0.26 17.]]7
Book Value Per Share (BPS) 0.731581 481 23.@ 0.000*
Price Earnings Ratio (PER) 0.00000396 797+, O. 0
Price-to-book Value (PBV) 0.00047 0: 180&(8 %26 %3793
_Cons -0.113 .037@ }.01 0.003
g ¥ O
Number of observations= 693 e riables = 12
Waldchi2(12) = 317.25 (’) xm;;ﬁfz : '\ﬁi&o.oooo
R*> = 07828 é o @
£,
*** Significantly different fr . **Qg?l’fflcantly different from
he Eé vel.

ead

fit fghe data, Wald 42 = 317.25, p < 0.05. It

The FGLS m

was also able to

'arla th the dependent variable (R? = 78.28%).
This mod@refo e used, t tet first sub-hypothesis, that accounting and
i

market s sigmifica af'fe ock price.

or ing to the fmdm@ﬁorted in Table 5.12, EPS had the highest positive
ient on stock price (4.55), thus an increase in EPS leads to an increase in the
price. EPS represents the company net income for each outstanding common
ock. Normally, investors are interested in investments with a high EPS, which is

reflected positively in the stock’s price. This result confirms the hypothesis that
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investors base their investing decision on EPS. This result is consistent with the findings

of Susilawati and Suryaningsih (2020), Ligock& and Stavarek (2019), Haryaw

Murtiasih (2019), and Al-oshaibat and Al-manaseer (2018). (’)
ROA had a statistically significant and positive impact on stock =0.043.
ROA reflects a company’s net income relative to its asset; it is an important indicator

for investors in the financial markets. This result confirms th smmce of ROA in
i stck

predicting stock price: an increase in ROA leads to increa rice. This result

is consistent with the findings of Dadrasmoghadam an bari ZM Tarmidi,
B

1§C

pact on pricé,?é = 0.01,

Pramukty, and Akbar (2020).

MC had a statistically significant and p
indicating that an increase in MC predicts andincrease ine‘oc ice. T@ggult supports
the fact that a company with the hig m;}et value d h@f(the highest stock

price. BPS had a statistically signife%and pos\eigpa ,@&tock price. Investors

S
perhaps do not give much attenti e bo& value of shaQ& However, it had a strong

\0 &
correlation to the stock price, B 1 eaning thﬁ}increase in BPS leads to an
increase in stock pric%&ition,“ VF_{}?‘ h s@stically significant and positive

&
impact on stock NB = i) sug%ﬁiﬂg that investors may consider the
’r%

companies’ mo 'sto r@}lﬁ@their investment decisions.

‘
DR h ginally si iJnt@@positive impact on stock price, B = 0.0017.
% N
The rati ts theé am Pt ofdxxﬁt capital relative to equity capital. Logically,

invejAprefer low-debt inv@vénts. However, DR may be an indication for new

i ments, and so it may correlate positively with stock prices, as supported by this

Q t. This result is consistent with the findings of Dadrasmoghadam and Akbari

015), while opposite to the finding of Tarmidi, Pramukty, and Akbar (2020) and
Susilawati and Suryaningsih (2020).
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The findings also showed that TOA had a statistically significant and negative
impact on stock price, B = -0.087. This means that the increase in TOA lea
decrease in stock price. Normally, investors prefer high TOA investmer@e its
positive reflection on price. The opposite was however found in the%an Stock
Exchange, perhaps because most ASE Index companies are from thégServices sector,

which allows them to generate net incomes higher than their SM

-term liabilities with its

high CWh reflects
.y

positively on stock price. This result, however, v@pposit . NO, I |aﬁ0.lk was

found between CR and stock price. This s Q@ th@-ﬁding of

CR represents the ability of a company to cover its

assets. Intuitively, investors prefer investments with

Dadrasmoghadam and Akbari (2015). Moreéyer, ROE and also,@::) significant
relationships with stock price. It is %am that w O@ reases, investors
invest to get more profits. It seems @ﬁ\e investors™ ?he re not looking at the
N

ROE. As the result, the impac didqlot reflect in companies’ stock price.
This result is opposite to th@ of [ 1dTy Pra , and Akbar (2020).

PER measures a ’s current s ck'p@elative to its EPS. Surprisingly,

’ 4 f &
the results show tK?did n(it:;?*an stagcally significant impact on stock price.
Similarly, PBVQ id no 'atist@K/ significant effect on stock price. Both
¢

results can Es'%ined y th alﬁreéf?\e ASE, which is a weak emerging market
and ov% i

co in the ASE Index @tﬁ the uncertainty of the Jordanian economy and the

b%\rh(cy of many companies. In addition, the mentality of investors may have an

N
tivel'tg_r Pnal g&htical events. The results may be normal for

0 rtant role in such outcomes.
The findings of the price model analysis verified the impact of accounting and

market indicators on stock price. A total of three out of 6 accounting indicators were

131



found to predict stock price. Four out of 6 market indicators were also found to predict
stock price. Current investors, especially traders, may be interested with these fw
But long-term investors are perhaps more interested in stock returns w@n its
prices. Another verification thus still remains, the impact of accoun d market
indicators on stock return. The latter may be determined by |nd|cat nlike those for
stock price. Therefore, the following section explains the e e accountmg and

market indicators on the stock return of ASE Index compa

‘ % 9
5.3.2 Stock Return Regression ' .\0}
The results of the pooled OLS model ar sent h wH%onllowed

by the results of the fixed and random effe ge |3eii squaré(zlv_S) models.
The Breuch-Pagan test was carrlec\&tb detect k@hcny. The most
appropriate models to test the first ?@gsheses de t}@d.

—5_'9

6 S
&
So
5.3.2.1 Pooled OLS Regressio \
Pooled OLS regressi ; condlcted 0 in\@gate the effect of accounting and

'3

n
S
market 1nd1cators compamf ance(fj’éble 5.13 reports the pooled OLS

reg ression resul

eturt el. The results indicated that the model
fit was statlst |gn| cant 11' 6 6'53: 3.39, p < 0.05. The model explained only
5.65 per, arlz?lc to Kk @m Similar to the stock price model, the study

carried ‘out fixed and random et_ngs. GLS estimators, before choosing the appropriate

S

r hypothesis testing.
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Table 5.13: Pooled Estimation Results of the Return (OLS)

a statistically si

Rit = @it + B1ROA; ¢+ B2ZROE;i:+ B3NPMi¢+ B4 CRi¢+ B5 DRt + B6 TOAic+ B
MCi,t + B8 STRi,t + B9 EPSi,t + 10 BPSi,t + 11 PERI,t + B12 PBVi,t + x
Var. Reg. Stock Return (R) | Coefficient | Std. Err. T-Test | P> 5
Return on Asset (ROA) 0.0080585 0.0026415 3.05 ‘%7
Return on Equity (ROE) -0.0000647 | 0.0001794 -0.36 0.71
Net Profit Margin (NPM) 0.00000299 | 0.0000202 0.15 WSZ
Current Ratio (CR) -0.0018173 0.0014917 -1.N 0.224
Debt Ratio (DR) -0.0012737 | 0.0008735 1
Total Asset Turnover (TOA) | 0.0195891 0.0144316 A
Market Capitalisation (MC) 0.00157 0.000
Stock Turnover Ratio (STR) | 0.0000588 0.0000637
Earnings Per Share (EPS) 0.0433198 0.06
Book Value Per Share (BPS) | -0.0252748 841
Price Earnings Ratio (PER) -0.0000148 667 ~,
Price-to-book Value (PBV) 0.004543 O‘. 276&3!‘\
_Cons -0.0007 .034@
od
Number of observations = 693% W V?I‘%bké =12
F(12,680) = 3.39 " w T =<.0:0001
R-squared = 0.0565 | Ad aquﬁ-ﬁ 0.0398
**x Sjgnificantly different zéroatt el. ** Significantly different
from zero at the 5% Ievargina’ly sigT'fi ant @ level.

According to

| N
\;;yj i
in Tﬁﬁ

. The results also show that ROE, NPM,

ck réﬁ

.13, ROA, STR, EPS, and BPS had

Wdingsl
% im
K B ! (_a
TE$ , PBY, and F(di@ have any statistically significant impact on
o
stock re% nethgl follov&}g analysis presents the results of the robustness
L 9

test led regression of stq@éturn model.

3
N

CR, DR,
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5.3.2.2 Robustness Test of Regression

Robustness test of regression was conducted to ensure the durability of the

Table 5.14 presents the results of the robustness test of stock return regressio

Table 5.14: Robustness Test of Stock Return A

Rit = ait+ B1IROA::+ B2ROE;i:+ B3NPM:c+ 4 CRic+ 5 DRic+ B
MCi,t + B8 STRi,t + B9 EPSi,t + 10 BPSi,t + f11 PERi,t + f12 P

Total Asset Turnover (TOA)

0.0195891

Variables Regression _ of | Coefficient | Robust

Stock Return (R) Std. Err.

Return on Asset (ROA) 0.0080585 0.0037502 l 0.032**
Return on Equity (ROE) -0.0000647 0.000 0404
Net Profit Margin (NPM) 0.00000299 | 0.0000112 0.27 0.79
Current Ratio (CR) -0.0018173 | 0 -0. ql OES&{")
Debt Ratio (DR) -0.0012737 0.0 49 :

Market Capitalisation (MC)

0.00157V.

Stock Turnover Ratio (STR) | 0.0000 0.000 0.77_%¢_0.000%**
Earnings Per Share (EPS) 0;0& 0.063169 0.{5 0.000***
Book Value Per Share (BPS) —%748 1{01 0.003***
Price Earnings Ratio (PER) 000148y, [~ 0.00 0 72 J. .-0.26 0.796
Price-to-book Value (PBV .00454 o.ﬁsﬁ%@f’ 0.90 0.367
_Cons 7 Tio:-zzm{s\ -0.02 0.981
Y
M2 | ‘g

Number of observ .IPN rﬁ.be'r of Variables = 12
F (12, 680) . Prob > F 0.0001
R-squared % 65 \l\m’z F “<Adj R-squared 0.0398
Hkk Signifiw fferen io at @ Y% level. ** Significantly different
from zeMe 5% Ieve;..’%winz}lhgniﬁcant (10%) level.

v ) \\ J

T%Ehtion’;Mat th@efﬁcients of variables had no differences from
X

@ LS model. The st@drd error had little difference after running a robust

\

error regression. This can generally be translated by a little difference of t-

3.39
1

the
S

value and the power of significant level. That is, the model is robust. Nonetheless, the
udy will substantiate these conclusions with other robustness tests such as Hausman

and Breuch-Pagan tests. The following section presents the panel data analysis (GLS).
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5.3.2.3 Panel GLS Regression

Panel data analysis (GLS) contains two main analyses: fixed and rando

following sections present the results of both.

A. Fixed Effects Regression

Table 5.15 presents the fixed effects GLS estimation results. |

Q)

results are improved compared to the pooled OLS findings.

X
K\

noted that the

Rit = ait+ B1ROA::+ B2ROE;¢:+ B3NPM;:+ 4 CRi: +
MCi,t + B8 STRi,t + B9 EPSi,t + 10 BPSi,t + B1

Var. Reg. Stock Return (R) Coefficient
Return on Asset (ROA) 0.0073966 "
Return on Equity (ROE) -0.0000776 0004
Net Profit Margin (NPM) -0.000010 .00 019]1 .56 0.576
Current Ratio (CR) -0. 11 0.00141 050 Yy 0.615
Debt Ratio (DR .0011782 *0008 -143 0.153

S o () QR )
Total Asset Turnover (TOA) .0187005 qﬁzbs cgm 0.170
Market Capitalisation (MC 0042 j) 151 qk’z.84 0.085*
Stock Turnover Ratio (ST .000061 .OOOO@’ 1.02 0.017**
Earnings Per Share (EP 0.077189, | 0.0602393 | 1.28 0.041*
Book Value Per S -0.03312 l@ﬂza 328 | 0.001%**
Price Earnings Ratio (PER) \\4". 98" |40,0000635 | -1.10 0.273

-, )
Price—to—bool;@DBVUmM%Q ~50.0026469 | 1.81 0.070%
Cons .OOGSQ@ 0.0327866 | -0.20 0.841
- e Va
! Model
Num (_/ Number of Variables = 12
A
F . é\" Prob>F = 0.0000
-S 0.0497 ¢ Y:
L.
**% Significantly differentj@zero at the 1% level. ** Significantly different

According to the findings reported in Table 5.15, ROA, STR, EPS, and BPS had

; rom zero at the 5% level. * Marginally significant at the 10% level.

a statistically significant impact on stock price. MC and PBV had a marginally
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significant impact on stock return. The results also show that ROE, NPM, CR, DR,

TOA, and PER did not have any statistically significant impact on stock return.Yv

B. Random Effects Regression (’)

Table 5.16 presents the random effects GLS estimation results. T Ings were
also rather different to those of the pooled OLS and fixed effects models. The Hausman
test was next used to choose the most appropriate model. \,

Table 5.16: Random Effects Estimation Results z;rr] (GLS)
Rie = aie+ B1ROA; ¢+ B2ROE; ¢+ B3NPM;. + B4 CR# Ri¢+ W B7

MCi,t + B8 STRi,t + B9 EPSi,t + 10 BPSi,t + B11 PERL,#'+ BJ# PBv6t _eig R
Var. Req. Stock Return (R) Coefficient | Std. : T-Test T
Return on Asset (ROA) 0.0095771 % ?(‘)‘! .000*?-.
Return on Equity (ROE) -0.0000859 W%&:QT 0.93\_}}/
Net Profit Margin (NPM) 0.000002 . 000};8\7 ‘Sil @8@
Current Ratio (CR) -0. ooéJ;.ooW(sz <<o.‘532
Debt Ratio (DR) -0.0 3% | 0.00065194 | -1.95\_ ] 0.049**
Total Asset Turnover (TOA) %723 Zlé\ 0.010%**

00

Market Capitalisation (MC) 54% .0000141 (_Q).\Rg 0.697

1

Stock Turnover Ratio (ST 0000427 o}bdbsei Sf076 | 00007
Earnings Per Share (EPS) .00 3@—4‘&0461@ 0.20 0.000%**
Book Value Per Share (B -0.0 44503 0.008@6‘6 -1.77 | 0.078*
Price Earnings Ra -0.00001 P 0. 47 -0.03 0.975

¥ %
Price-to-book Value (P $0.0053986 [ 0002536 | 2.13 0.033**
(PRF)  QIW88 (O

_Cons l - 564092F>O.0261008 -2.16 0.031
/ ~ N
AX/ B \ ! Fy E_§
Number% ations {33} (—) Number of Variables = 12
Z
wal 12) = [306. U Prob>chi2 = 0.0000
SPF) S
R-squar -:0f 565" <
* ificantly differen
E&irb‘

zero at the 5% level. * ginally significant (10%o) level.
\J

1™

s

~+

fram Zero at the 1% level. ** Significantly different

g\cording to the findings reported in Table 5.16, ROA, DR, TOA, STR, EPS, and
had a statistically significant impact on stock price. BPS had a marginally
ignificant impact on stock return. The results also show that ROE, NPM, CR, MC, and

PER did not have any statistically significant impact on stock return.
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The findings of GLS showed that the estimations of fixed effects had little
difference from the random effects. However, to differentiate between the rand
fixed effects, the current study conducts Hausman’s test to select the appro;%\@del.

The finding of Hausman’s test presented as follow. A
The findings of the Hausman test for the robustne sch rfturn model are

presented in Table 5.17. ‘\d
| S
f the Return -
™

5.3.2.4 Hausman Test of GLS Regression

Dif;b:'.@hce
Variables -B)
Return on Asset (ROA) ‘%:21805
Return on Equity (ROE) ,‘0.0000083
Net Profit Margin (NPM -0.00001284
Current Ratio (CR) 0.0000301
Debt Ratio (DR) 0.0000941
Total Asset Turno -0.0093718
1,0.0000548 0.0003742
0.0000427 0.0000191
"4 ; 0.009389 0.0678006
Book N&r Share‘ %L L) @1 -0.0144505 | -0.0186722
Pri &ngs @ @600698 -0.0000145 | -0.0000553
&bool’ Value }/] c__}-d.0047969 0.0053986 -0.0006017
=

’ 2 \( Chi2 =37.16
| / P\‘>chi2 = 1.0000
< : ? :._D_ s <
. : \/T

the probability WaQnore than 5 percent, the null hypothesis was accepted.
Th ans that the random effects model was more appropriate. The model was then

ted for heteroskedasticity.
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5.3.2.5 Heteroskedasticity Test

The findings are presented in Table 5.18. The Breuch-Pagan test indic
absence of heteroskedasticity since ¥ = 3.74, p > 0.05. The test was not si@% and
the null hypothesis cannot be rejected, indicating that the variance of tqu'duals was
homogeneous. As a result, the random effects GLS model was Wd the most
appropriate estimator of stock return. Accordingly, the hypothesWaccounting and

market indicators significantly predict stock price and stoc UZ was' also interpreted

according to it. '\d
]
| S
Table 5.18: Breuch-Pagan T the Retu A
? & A"
Ho: Constant variance \ Y
Variables: R - ROA, ROE, NPM, CR, DRy TOA, MC, STR,"EPS, BPS,%RY,.PBV.

R - Model C@

R 37 I

e, o

According to the findin @d in_Table5.16, zgﬂ( had the highest positive
AN

coefficient on stock return, Bs= thus crea‘lgn TOA leads to an increase in

stock return. Investors% estments wi JangbFOA. The result supports the fact
that investors foc;{*wompiny\venues e than its assets. Additionally, ROA
ni

had a statisticallw'{ cant |}ive @%f on stock return, B = 0.0095. The results
¢
8

are consistent, with’economie,t ory.@ result is consistent with the findings of Kai
and Ab%: (201&)Vazusaq%~ (2018).

Ahad a statistically si@'{cant and positive impact on stock return, B = 0.009.

Hi PS is preferable for investors. The result is consistent with the findings of

L,

ijaya (2015), Din (2017), and Allozi and Obeidat (2016) .STR had a statistically
ignificant and positive impact on stock return, B = 0.000043, meaning that investors

are interested in the companies’ movement of inventories. As a result, it is reflected in
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the companies’ returns. The results suggest that an increase in EPS and STR leads to an
increase in stock return. Meanwhile, PBV had a statistically significant and w
impact on stock return, B = 0.005. The indicator is reflected in the stock r@f the
sample companies. {

The results also showed that DR had a significantly negative impact on stock
return, B =-0.001. Investors typically prefer low debt firms. D Mso indicate new
investments of a company. Based on the investor’s mentali oulc‘ correlate either
positively or negatively to stock returns. This result is o ite to thw‘of Qﬂozi

and Obeidat (2016). In this study, DR was found t relate pegati elf \f@\,tock

return, supporting economic theory. BPS had
impact on stock return, B =-0.014. This resw

(2015). \%

Surprisingly, MC did not aﬁe@%ck retur,\’rou‘h i p(fsttively predicted stock
N
price. Similarly, ROE, NPM, C%?ER ﬁid noppredictstock return. These may be

due to the nature of the Wea@latr r eco@ exacerbated by crises in the
ul

neighbouring countrie i t is cansistent (Ni'b@’le findings of Allozi and Obeidat
’ 4 f &
(2016) and Afrin&Masd@ n a(gi.an, the model explained only a small
portion of variaq{ ock ' = G@hree out of 6 accounting indicators and
¢
four out of indicators Si rﬂ'flce.ri?g/ predicted stock return.
NN
f

T% gs ofithe s pric&d return models have extended the examination
of hm&th variables react to h@hanges in the accounting and market indicators. The

a X has identified the most important financial indicators whose information is
eadily available to investors. There is also evidence that the indicators affecting
ompany performance depends on the measure of performance itself. Not all accounting

and market indicators that significantly predicted stock price were able to predict stock
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return, and vice versa. These results evidenced the inconclusive relationships among
variables. Even though the effects of overlapping indicators also differ in direct
magnitude, Hi was accepted, the first research question was answered, @ first
research objective was achieved. That is, the result has supported the eory.
The study has developed a model to discriminate forming and
underperforming companies using accounting and market @ This will be

explained in the following section.
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5.3.3 Discriminant Analysis

This part is divided to three main sections: performance measurement st

Jensen’s alpha, discrimination of performing and underperforming cor@ and

ranking the companies using Z-score. A

5.3.3.1 Performance Measurement Using Jensen’s Alpha

The study measures Jensen’s alpha using CAPM to'estimate thi beta and alpha

coefficients. The results are shown in Table 5.19 be he p rfWompanies
B

were categorised as (1), while the underperforming panies fas (0 Qasie\ the

results, 24 companies were considered performing and89 undgrpéerfo ing.\iE'rforming
companies constituted approximately SWCentq\o\e totang‘;ple, while

underperforming firms 61.9 percent. \C') 6&

Table 5.19: Jengén’s Alpha@rq%m (?élls

0.0085 | 1.6699 | 0.0999 | -0.6699 | -0.0669 Performing

0.0198 | 1.9116 | 0.0999 | -0.9116 | -0.0910 | Performing
-0.0027 | 0.9285 | 0.0999 | 0.0715 | 0.0071 Under Performing
0.0044 | 0.8596 | 0.0999 | 0.1404 | 0.0140 Under Performing
0.0021 | 1.3207 | 0.0999 | -0.3207 | -0.0320 | Performing

0.0038 1.1703 | 0.0999 | -0.1703 | -0.0170 Performing

# | Company | Alpha Beta 4 —BF “TRifa-b (éte\tus Category |
1 | ARBK |-0.0048 |o. % 0.0130 j’.OGﬂB ,Jhender Performing 0
2 | THBK | 0.0009 0.89% 0892\, f Under Performing 0
3 | EXFB -0.0030 0.5 0.05@‘- Under Performing 0
4 | BOJX 0.0024 O.SEI Q.’O.i.% Under Performing 0
5 | AHLI -0.0031 9 ; 0.335 -M:&S Under Performing 0
6 | CABK -0.00 0.2700 .0270 Under Performing 0
7 |JOIB 0.058(\' 0.0058 Under Performing 0
8 | UBSI 0,1‘%9' 0.0187 Under Performing 0
9 |JCBK Ca‘\dlz 0.0570 Under Performing 0
10 | ABCO m . 0.0099 | 03659 | 0.0365 | Under Performing | 0
11 | INV . . 0.0999 0.4947 | 0.0494 | Under Performing 0
12 | J 0.3544 | 0.0354 Under Performing 0
-0.0073 0.5872,*94?}999 0.4128 | 0.0412 Under Performing 0
0.0064 1.287@‘:3.0999 -0.2870 | -0.0287 | Performing 1
1
1
0
0
1
1
1

0.0030 1.8081 | 0.0999 | -0.8081 | -0.0807 Performing




‘Table 5.18, continued’

# | Company | Alpha Beta | Rr 1-B Rr (1-b) | Status tegor
22 | UCFI 0.0008 1.2814 | 0.0999 | -0.2814 | -0.0281 Performing &L
23 | SABK 0.0005 | 1.0829 | 0.0999 | -0.0829 | -0.0083 | Performing p o
24 |uLbc | 0.0154 | 1.6462 | 0.0999 | -0.6462 | -0.0645 | Performing 4 ™) 1
25 | JRCD -0.0055 | 0.7816 | 0.0999 | 0.2184 | 0.0218 Under Perf - 0
26 | IDMC 0.0154 2.1230 | 0.0999 | -1.1230 | -0.1121 Performi 1
27 | EMAR -0.0110 | 0.8430 | 0.0999 | 0.1570 | 0.0157 Under Pe[hrng 0
28 | ATTA 0.0090 | 1.0480 | 0.0999 | -0.0480 | -0.0048 Perf%g“ 1
29 | COHO -0.0022 | 0.5643 | 0.0999 | 0.4357 | 0.0435 erforming 0
30 | AQAR 0.0080 | 0.9339 | 0.0999 | 0.0661 | 0.0066 i 1
31 | INTH 0.0095 | 1.5090 | 0.0999 | -0.5090 | -0.0508 1
32 | PHNX -0.0010 | 1.1063 | 0.0999 | -0.1063 | -0.0 1
33 | REDV 0.0036 | 1.3311 | 0.0999 | -0.3311 | -0.0331 v
34 | DADI -0.0083 | 0.3784 | 0.0999 | 0.6216 | 0.0 Ka}‘O
35 | MBED 0.0059 | 0.5550 | 0.0999 | 0.4450 ] 0
36 | UMIC 0.0072 | 0.5979 | 0.0999 | 0.4021 0
37 | EICO 0.0207 | 0.8821 | 0.0999 | 0.1179 0118 | 1
38 | APOT | 0.0057 -0.0538 | Parformi 1
39 | JOPH | 0.0067 0.1240_ ["Performing 1
40 | JOCM -0.0126 0.0384 Unde forming 0
41| JosT | -0.0021 20: [IPerforming 1
42 | AALU 0.0056 %3' ,@er Performing 0
43 | ASPMM | 0.0003 . 00619 der Performing 0
44 | UCIC -0.0043 O.M.O%Z\(ﬁ" Under Performing 0
45 | WIRE -0.0088 m 0.00@3:‘ Under Performing 0
46 | JOWM -0.0040 0?@ Under Performing 0
47 | CEIG 0.0086 3 . . 0.0669 Under Performing 0
48 | ABMS 0.000 0. 0.0999 1£0.7611 ( ~5%0760 Under Performing 0
49 | AIEI : &.2641' 0.0099 | 0.7359° Under Performing | 0
50 | ZEIC .0999 Under Performing 0
51 | MALL 5 Under Performing 0
52 | MSFT Under Performing 0
53 | SHIP, Under Performing 0
54 | JE Under Performing 0
55 | J E:! . . Under Performing 0
56 0.0015 1.3735::@.0999 -0.3735 | -0.0373 | Performing 1
P -0.0042 | 1.0630 | 0.0999 | -0.0630 | -0.0063 | Performing 1
TC 0.0015 | 1.0450 | 0.0999 | -0.0450 | -0.0045 Performing 1
59 WATCO 0.0062 | 0.7619 | 0.0999 | 0.2381 | 0.0238 Under Performing 0
MANE 0.0121 1.0800 | 0.0999 | -0.0800 | -0.0080 Performing 1
1 | NAQL -0.0046 | 1.4159 | 0.0999 | -0.4159 | -0.0415 Performing 1
62 | RICS -0.0005 | 0.5459 | 0.0999 | 0.4541 | 0.0453 Under Performing 0
63 | SITT -0.0112 | 0.2221 | 0.0999 | 0.7779 | 0.0777 Under Performing 0




5.3.3.2 Discriminant Indicators

Table 5.20: Estimation of Discriminant Function

Box’s M 89.574 CQ\T
=N

Approx. | 14.060

F dfl 6
df2 15680.342
Sig. 0.000 T
The function tests the null hypothesis of equal populati riance matrices.
Box’s M test was used to determine the homogeneity of on govariances. The

results in Table 5.20 showed that the alternative hypothesisWwas actepted; igati%lthe

N
ns that t as‘umgt on of

discriminant analysis was violated. Nonethelwshce é ust an;q;/sis, this

Y
violation can be ignored. 'W

(Q &
Using stepwise method, the varw t discrimipate bet@n performing and

underperforming companies were iwed. 'Imh?ca riminant functions are

heterogeneity of the population covariances.

& )
summarised in Table 5.21. q &5
AN AN\
N
Table 5.2¢~ % ‘:ano cal @minant Functions
Stepwise statistic ry
Eig i Canonical | Wilks’ )
; X P
value ercentage% | C ation | lambda
ASE-Index &
companties »Ms 1 A 0550 0.698 | 21.423 | 0.000
=M A A

&

be% and 1, where 0 sign?ﬁes major differences and 1 no differences. The lambda

¢
= 4
Q’ ; [ )) N
$€@<s’ lambdA offthe discriminant function was below 1. Lambda ranges

ed that the function has the ability to distinguish between two groups, ¥* =

0423, p < 0.05. The results suggested that the function was able to significantly

discriminate both groups. The canonical correlation for the sample companies was
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0.550. Squaring this coefficient, it means that the discriminant functions explain 30.3
percent of the variance in the dependent variables. This rather low correlation wum
to the exclusion of the other nine indicators, which were unable to Signifieantly
discriminate between the two groups. A
Discriminant analysis aims to develop discriminant functionsm, the linear
combination of independent variables, that can discriminate_bet groups of the
dependent variable. The discrimination criterion is base m’ lambda. In this
study, the analysis pertains to the discrimination of the depende \Wgto either
two groups, (1) (Jensen’s alpha > 0) and (0) @ alpha < 'Ibe.\ﬁa‘lv;nd
alternative hypotheses were as follows: 4 \3-

Ho: There is no average vector diﬁermgeen\gro (1) a@e :

Hi: There is an average vector dw between ps (@M (0).
The Wilks’ lambda and chi- for th;?\a_;\mqe @ies were 0.698 and
N

21.423. Because p < 0.05, H: wépted,qsugg ing t ere were average vector
o)

differences between group

34

Table 5.

¥ 4
osen ( ¥ function
g 1
i ﬁ?) 0.016
r é_s 1.924
g 0A) -0.467
-0.166

N
standardized coefficients
Ty

b 9

& 3
ée 5.22 shows the cz?n%]ical discriminant function coefficients. EPS had the

influence, followed by STR and TOA. EPS and STR had positive coefficients
Qile TOA otherwise, which means that the discriminant function was based on higher
EPS and STR and lower TOA. Therefore, the discriminant function can be expressed

as:
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Z =-0.166 + 0.016 (STR) + 1.924 (EPS) - 0.467 (TOA)

Table 5.23 shows the function at group centroid values. They are the mean?ﬂe

above function for each group (i.e. performing and underperforming). The@s are

used to assess the overall model fit. A
Table 5.23: Functions at Group Centroids Q

Category Function
1 Yv
1 .
0 . |
Unstandardized canonical discrimina i

evaluated at group means
(76.2%) of original grouped cases co

Zcu =-0.202292

Based on those values, it is possiblecwlate ﬂ’F cut-
between groups (1) and (0): \

S

where: \ N

N = total sample z ’ [ Q’

Z1 = centroid of groK(l) \: '.C)Q
l

Z?2 = centroid 0@0) Q

thus: (o ‘3,"0")0
<$Z'cu"b-1): 6@\37(—0.508)

R Y,
S

e result shows that the cut-off point was -0.202. Companies with a Z-score of

= —0.202292

essr than this value were grouped as underperforming and those otherwise as
erforming. In addition, the overall model accuracy was satisfactory, as it was able to

correctly classify 76.2 percent of the original grouped cases.
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5.3.3.3 Ranking of Companies

Companies with Z-scores above the cut-off point are ranked higher and vic?u.
By ranking the companies according to their discriminant scores in 2018, it'i sible
to identify which of them are performing and underperforming (Table AThe result
showed that SABK had the highest rank with a score of 3.68, follom JNTH with

3.49. This indicates that SABK was the best performing companM ASE Index.

Table 5.24: Company Ranking Based -sZre j

Number | Company | 2018 Ranking Number an 2([12! Ran
1 SABK 3.67727 33 | ASeMM | O
2 INTH 3.49242 3"
3 APOT 2.91628 )
4 EICO 1.87658
5 CEIG 1.75429
6 UCFI 1.71112
7 JOPH 1.59059 s U £ -0'17866
8 AMAL 1.20534 40 L )%0.19091
9 IDMC -0.19116
10 ATTA | .0.21794
11 UINV -0.23516
12 ULDC -0.28865
13 EMAR -0.3061
14 JoP -0.33413
15 JO -0.34974
16 JEIH -0.40275
17 -0.60792
18 c -0.85932
19 NA 4 -1.13805
20 IRE 7 -1.22515

4% sHip] | ) ohosazs 53 | Jocwm -1.42949
2 Rgi /013682 54 JOKB 11.48451

PHN ¢ 0130m 55 EXFB -1.55118

2% SITT | 64235 56 THBK | -156622
25 MSFT 0.0765 57 BOJX 15717
26 MBED 0.05545 58 UBSI -1,60851
27 REDV 0.04652 59 JCBK -1,61757
28 AIEI 0.02578 60 ABCO -1,6923
29 JOST 0.01839 61 AHLI -1,75575
30 AQAR -0.01855 62 INVB -1,86701
31 OFTC -0.0249 63 CABK -1.8766
2 JRCD ~0.06425
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SABK is a financial services company listed in the ASE. The results indicated
that it was a high performer in the market. This was also supported by its highw
volume. In addition, JNTH, a real estate firm, received high interest from@hrs in
the market. On the other hand, the least performing company wa!A@(, which
operates in the banking sector. This result may be logical because &;t'ors prefer to
keep equity ownership in the banking sector in Jordan. V

The canonical discriminant function was based o X:f '12 independent

variables: EPS, STR, and TOA. These three were fo to dj CW and rank
@

| I Y
between performing and underperforming companie refore, H2 was dcg@ty , the
ec

second research question was answered, an % oty'g@t'ive was

ffina,@;{information
|Iity@the relationships

achieved. Next, the study aims to conduct afaew investi

analysis by measuring the mediating@f stock
between accounting and market in(ﬁdsrs and c Yp f:@ﬂance. This is further
‘% @ S

explained in the next sections. “« Q-
N RN
Y. ' N

5.3.4 Volatility Meas%x y “l Q’
P I 4R

The purpose his sectT)

=

mediating influgnce o the

i
¢
performance. %al jthod ave Eée? conducted to measure volatility, but the
N
Iiteratu@ Gf\bC_J min@he best empirical model. Therefore, the study
L 9
emp&&thls model. g}/
\
\le GARCH model has two components. First is the autoregressive conditional
heteroskedasticity (ARCH) model proposed by Engle (1982), and the second one is
ARCH introduced by Bollerslev (1986). The following subsections describe the

measurement of stock volatility with both models.
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5.3.4.1 Stock Price Volatility

Empirical findings produced using GARCH and ARCH models on month

price data are presented in Table 5.25.

Table 5.25: Volatility of Stock Price

No. Company | ARCH GARCH No. | Company | ARCH ; GARCH
ASE INDEX 1.174186 | -.0285313 32 | PHNX N? 0.0094684
1 ARBK 1.020159 | 0.002217 33 | REDV v 88 | -0.017661
2 THBK 1.028895 | 0.5544927 34 | DADI 15282 | 0.0009802
3 EXEB 1.114517 -0.004362 35 MBE .76}9‘66 .3470969
4 BOJX 1.333391 | -0.106562 6 U 0,9872666 }7-0.1010149
5 AHLI 1.01193 -0.007988 37 1066544 | -0.0005798
6 |CABK | 1309552 | -0.005027 | |38 6038443 /| 01084752
7 JoIB 0.986441 | 0.0128968 .96%778 0:9637778
8 UBSI 0.9893781 | -0.014579 67261 1/-0.0025695
N
9 JCBK 1.185395 | -0.006253 1,034192+" | 0.0109795
10 | ABCO 0.893849 | -0.023047 AA 0.946154 | -0.014069
11 | INVB 0.9894754 0/8208935 | -0.1411348
12 JOKB 0.9804531 \0?96'81979 -0.0013667
13 | JcC 1.043413 .11171238 | 0.0020917
14 | TIC 0.7171652 1.059275 | -0.0203124
15 | FRST 1.005364 1.227913 | -0.0053017
16 | UINV 0.7350829 0.8723044 | 0.1224718
17 | FUTR 1.093428' % 0000104 | $49 | alEl 0.9742013 | 0.0121655
18 | SANA 0.6670 0.2355284 | ) 56 ~__\|c 0.8724167 | 0.0628558
19 | JEIH 0.8165961 | 00753120, |14, | MALL 0.9625466 | 0.053182
20 | AMAL 8136 I-Mﬁ %J MSFT 1193357 | -0.0166829
21 | AAFI 86785 \Wm I SHIP 0.7236345 | 0.2418013
22 | UCFI &) 1.191488 000752 | f54 | gETT 0.8467361 | 0.1439737
23 | SABK 0740017 |»0048759-) |55 [JTEL | 1251600 | -0.0207078
24 | U 1.350691 | 0.0378%22| |56 | J0PT 0.8993221 | -0.0368087
25 L& 1089684/ | 20008006 | |57 |JOEP | 0.9253398 | -0.0034318
1.203301 ¢ | -0.024179 58 | OFTC 1.24599 | -0.1072342
1177969 | 0012728 59 | ATCO 0.6505527 | 0.4137681
0.943483 | %0.071641 60 | MANE 1.025785 | 0.0576454
0.8751128 | 0.1814064 61 | NAQL 1.010671 | 0.0229402
0.9930822 | 0.0112768 62 | RICS 1146382 | -0.1395231
1140322 | -0.022823 63 | SITT 0.9964687 | 0.0033342
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5.3.4.2 Stock Return Volatility

Empirical findings produced using GARCH and ARCH models on month

return data are presented in Table 5.26.

Table 5.26: Volatility of Stock Return

No. Company | ARCH GARCH No. | Company | ARCH

ASE INDEX 0.30459 | 0.57402 32 | PHNX 13‘@

1 ARBK | 0.344214 | 0.499191 33 | REDV WS

2 THBK | 0.133359 | 0.727141 34 | DADI 0.315953,

3 | ExFB | -0.02407 | -0.29094 | |35 | MBE 85104

4 |BOJX |-00325 |-080447 | |36 |UM 0.148056x |

5 AHLI 0.693895 | 0.155242 37 O -0.0435 @

6 | CABK | -0.05407 | 0.432762 | |38 0.452598"

7 |JoB 0.120574 | 0.755039 | | 39 H  Jo.2o14

8 | UBsl 0.353847 | 0.419787 | | 40 cM™] 0047477

o |ucBk | 0721353 | 0.04422 21 VoSt N.0:3305228N00.577941

10 | ABCO | 0.025675 | -0.91279 AALU 026793 | -0.28615

11 |INVB | 0556458 | 0.244 ASP 0.053098 | 0.857196

12 |JokB | 0.105365 44 \_UC 0711246 | -0.00023

13 |Jc 0.163558 45 J Fo,029387 | 0.15844

14 | TIC 0.368821 446 | 36wm_Cho.109001 | 0.01479

15 | FRST CEIGL ™| 0081028 | -0.31029

16 | UINV ABMS. | -0.06405 | 0.831813

17 | FUTR ABY | 0069434 | -1.04707

18 | SANA \ZEIC | 0.444476 | -0.08392

19 [ JEIH MALL | 0.037430 | 0.915618

20 | AMAL 519654 | 0. 52~/| MSET | 0.149746 | 0.812089

21 | AAFI 0.676661 | 4,53 | SHIP | 0.186749 | -0.11476

22 ucﬂ\ 2500300026819 |( 54 | JETT [ o0.174531 | -0.30268

23 SAG% 1165256 %ﬁm‘") 55 | JTEL | 0458189 | 0.706798

24 c< [0.614698 |0.679924/] |56 | JoPT [ o0.156555 | 0.729366

25 A 3 Hoosd7 [0.609372 | |57 |JoEP | o0.0875 | 0.777176

2 c  |owbs297 | -o%r7a0 | |s8 | oFTc | 0.209194 | -0.01595
EMAR | 0599241 (001561 | |59 | ATco | 0.260082 | -0.1647

8 | ATTA | 0.270915 |0.768169 | |60 | MANE | 0.58306 | 0.656994
COHO | 0.058772 | 0.917795 | |61 | NAQL | 0.077792 | -0.08618

30 | AQAR | 0.063626 | 0.057927 | |62 |RICS | 0.109506 | 0.872561

31 |INTH | 0.880645 | 0681193 | |63 |SITT | 0.098942 | 0.793334
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The stock price volatility results in Table 5.25 indicated that JOPH had the most
volatile stock price with a GARCH score of 0.964, followed by THBK with 0. st
also indicated that the stock price of JOPH was the most volatile amon@ndex
companies. Table 5.26, on the other hand, display stock return volatll e sample
companies. COHO had the highest stock return volatility, with aWH score of
0.918, followed by MALL with 0.916. The stock returns of COHO Weére thus the most
volatile among ASE Index firms. %.

Furthermore, both tables show the volatility of the Index. M CH stock

price and stock return volatility scores for the ASE | were 0.0 n 0 . The

volatility of the sample companies were lower igher eI ati he a et index.

The differences in volatility from a c

performance of the companies’ share\g'@warket. S con@}({ies perform well,
but others do poorly. T ,Q\

N
Next, the mediating effenéck v%latlll an tQh:u?]pact of accounting and

market indicators on com

This is explained in fu% il in th dtl@@'
Q
&0 ¢
535 MediatloQQ Si ' (51*’

The me%‘x analysis
ird h esis “Stock price and return volatility mediates

modelli b ) to test th
L 9

the @s ps between accoudgdg and market indicators and stock price and return”.

_O;{
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>

S carrj d ut in a single step using structural equation

\

I nducted separately for each indicator to verify this hypothesis. Accounting and

Q et indicators are expected to affect company performance within the mediation of
0

ck volatility. The following sub-sections determine the positive or negative effect of
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stock volatility on the relationships between accounting and market indicators and

X
K\

This section discusses the mediating influence of stock price Wity (PV) on

company performance.

5.3.5.1 Mediation in Stock Price Model

the relationships between the 12 accounting and market indicatoWstock price (P).

1.  Return on Assets (ROA) <‘ ‘\d
@

Table 5.27 shows the mediation effect of pric tility (PV) o t'e@ct of
ROA on stock price. This analysis was carried t t@ Wi su%ﬁﬁ)othesis:

“stock price volatility mediates the relatiapship etws\en m orQsc t and stock

price”.

Table 5.27: Medi%:ﬁ;mwl? a@sd P
Structural Equation Model icignt | Std.[Err. a?l' est | P> |T-Test|

Price (P) B q Q-
Price Volatility (PV 8725 544676<) 10.38 | 0.000
Return on Assets (ROAYw| 0.25 0.020220% [ 12.77 [ 0.000
Cons 1.469192% [ 0.1 9.44 0.000
Regression (PV) N,
Return on 0.000885 | 4.68 0.000
Cons 06 } 0:0067946 | 5.04 0.000

Number of /.| Time periods = 11
Wald chi2 Y| Prob>chi2 = 0.0000
. I +\J [Prob>Z = 0.0000
0.3 e Adj R-squared = 0.3188

L)) S
:fwl 1, RJAFJ‘VH@ significantly affected PV, B = 0.004, p < 0.05.

N
nd ROA were incl in Model 2, it was found that ROA had a significant

ffect on stock price (B = 0.258, p < 0.05), while PV positively and significantly

Qluenced stock price (B = 8.873, p < 0.05). Therefore, the indirect effect of B; Model
1 and B> Model 2 was 0.004 x 8.873 = 0.037. Results of Model 2 showed that ROA had

a significant direct effect on stock price. According to Zhao et al. (2010), the significant
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relationship between the independent (ROA) and dependent (stock price) variables is
not necessary and can be misleading, since “all that matters is that the indirect ?’H&
significant”. In this case, the mediation effect was found to be positive and partial-Table
5.27 reports that the conservative Sobel-Goodman test for the indirecF;w of ROA
on stock price via PV was significant, Z = 1.694, p < 0.05. FurthermWe Wald chi-

IM2.08 percent of

square was significant (x*= 90.97, p < 0.05), and the model e

variance in stock price. Therefore, this sub-hypothesis wa

2. Return on Equity (ROE) { [ .\c}
Table 5.28 shows the mediation effect ofgprice vol tilify on t@a'mpact of

ROE on stock price. This analysis was carriwzo testthe Iowir&?hypothesis:

2

“stock price volatility mediates the onship betwee urn@"equity and stock

price \&

Table 5.28: n Effect ?V;on(@ and P
Structural Equation Mode Coeffici d. Erc, | T-Test | P> |T-Test|
Price (P) N

|
Price Volatility (P 1077411 0. 1 |11.54 0.010
Return on E) ;

i 0.00320 00021749 | 1.47 0.141
Cons %670826 11.85 0.000
Regression (PV - N )

Retur )?quty (ROE) 10,0000162.—4+0.0000885 | 0.18 0.854
_Con .0440548 7 0.0065898 | 6.68 0.000
\ , odel Summary
fopsy = ' &

Time periods

—9

{s Prob > chi2 = 0.0004
Z 3 k\../ Prob > Z = 0.5501
R = 01637 < Adj R-squared = 0.1612

P 4
; o
\ odel 1, ROE aﬁecfe‘;’PV positively but non-significantly, B = 0.000, p >

%\/hen PV and ROE were included in Model 2, it was found that ROE had a non-

Onificant direct effect on stock price (B = 0.0032, p > 0.05), while PV had a positive

and significant effect on stock price (B = 10.774, p < 0.010). In this case, the non-
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significant effect of ROE in Model 1 led to a non-significant mediation effect.

X
N

Table 5.29 shows the mediation effect of price volatility (PVWe impact of

Therefore, the sub-hypothesis was rejected.
3. Net Profit Margin (NPM)

NPM on stock price. This analysis was carried out to test the fi IIW sub-hypothesis:
zit

“stock price volatility mediates the relationship between n'argin and stock

N

price”.

| &
Table 5.29: Mediation Effect o on NPI\!/I and v

Structural Equation Model Coefficient T re. NLT-T P> |T-TFest|
Price (P) \ ~
Price Volatility (PV) 10.770 34864 52 1000
Net Profit Margin (NPM) 0.00016 .0002452 166 0,511

Cons 2 0.16662 2.0 .000
Regression (PV) -
Net Profit Margin (NPM) .00000543 00996 |10.55.. | 0.585

Cons 2948 8.75 0.000

Summary (&N
Number of Obs. = 69 _ | Timeperidgds~ = 11
Wald chi2 = % ob>chi2/ = 0.0005
Z = ] Prob »>Z* = 0.1800
R-squared = I 9 [AdjR-$quared = 0.1591
D ARN)

In Model 1, WO itiY
0.05. When PV and Were ed irt:h?odel 2, it was found that NPM had a non-
\ :
significant dir%‘fect = 0.

%c'k prj%é?)'}

NPM ihM del 1 led to the Q&S;ignificant mediation effect. Therefore, the sub-
\

@sis was rejected.

0f] p C&@S), while PV had a positive and significant

o
influenc .77@ < 0.05). However, the non-significant effect of
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4.  Current Ratio (CR)

Table 5.30 shows the mediation effect of price volatility (PV) on the im

CR on stock price. This analysis was carried out to test the following suk@wesis:

“stock price volatility mediates the relationship between current ratio aﬂ&ck price”.

Table 5.30: Mediation Effect of PV on CR anwz

Structural Equation Model Coefficient | Std. Err. |T-Test|

Price (P)

Price Volatility (PV) 10.86332 0.9322995 0.000

Current Ratio (CR) -0.0362472 | 0.01624 ! 0.026

Cons 2.153861 0.179060 ) 0°000 4

Regression (PV) ¢ Y'

Current Ratio (CR) 0.0006673 | 0.000 1.01 []03 N
Cons 0.0413495 | 0. 87580 | P
Model Summary

Number of Obs. = 693

Wald chi2 = 1548

z = 6.918

R-squared = 0.1670

In Model 1, CR negatively anz%si \b&a‘ec g(\l B =0.001, p>0.05.

S
When PV and CR were included.i del 2 it w un@t CR had a significantly

negative direct effect on stock price (B ; p< O.@ while PV had a positive and
[O.

significant effect on stoc rc, B =110.8 pl<4§ However, the non-significant

4 g
effect of CR in Mmﬂ{le to' N nific; ediation effect. Therefore, the sub-
hypothesis was @. b &

S V)? /ol
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5. Debt Ratio (DR)

Table 5.31 shows the mediation effect of price volatility (PV) on the im

CR on stock price. This analysis was carried out to test the following suk@wesis:

“stock price volatility mediates the relationship between debt ratio and‘g&price”.

Table 5.31: Mediation Effect of PV on DR arwz

Structural Equation Model Coefficient | Std. Err. |T-Test|
Price (P)
Price Volatility (PV) | 10.89315 0.9306291 0.000
Debt Ratio (DR) 0.0150348 | 0.00541 0.005
Cons 1.421648 0.267180 : @ 0 4
Regression (PV) ¢ Y'
Debt Ratio (DR) -0.0002463 | 0.000 -112 [ ]0.2 N
Cons 0.0536348 | 0. 97501 | P
Model Summary
Number of Obs. = 693
Wald chi2 = 1541
z = 7.081
R-squared = 0.1703

\X Y
In Model 1, DR affected th n atix -S|@Cantly (B =-0.000, p >
%u

q
ded odel 2, as found that DR had a
AN
significantly positive direct on stock price (B -—-@15, p < 0.05), and that PV had
% ' 0’
ice (

a positively significant effect on stock B 160.89, p < 0.05). However, the non-

i

significant effect % Modlel 1 led to a npr=Significant mediation effect. Therefore,

the sub-hypot WSr jected™, | O
D
& o F

0.05). When PV and DR W\
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6.  Total Asset Turnover (TOA)
Table 5.32 shows the mediation effect of price volatility (PV) on the imw
TOA on stock price. This analysis was carried out to test the following suk@wesis:

“stock price volatility mediates the relationship between total asset tu and stock

price”. Y.
Y

Regression (PV)
Total Assets Turnover (TOA) | -0.0027379 | 0. 2]-089 ° £489 Y_‘
Cons 0.0474557 66 15.87 0.000"/

Model Summa

Structural Equation Model Coefficient | Std. Err. P# |T-Test|

Price (P)

Price Volatility (PV) 10.86954 W-_‘

Total Assets Turnover (TOA) | 0.3397872 0. T
Cons 1.592924 O.go i \g‘

Number of Obs. = 693 ime péfiods )=

Wald chi2 = 2192 rob >.chi?2 = £0.0000
z = 7.358 Prob > = /03170
R-squared = 0.1758 | Adj R-s d ="=01734

g
& A
In Model 1, TOA aﬁecte@aﬂv&y bu -sig@bantly (B=-0.003,p>=

0.05). When PV and TOA W%Clu in-Model Zéwas found that TOA had a
= 0.339)

significantly positive %szt (B
significant effect or%k ric'a

effect of TOA i\@! 11
hypothesis wa%cted.

.05), and PV had a positively
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7.  Market Capitalisation (MC)

Table 5.33 shows the mediation effect of price volatility (PV) on the im
MC on stock price. This analysis was carried out to test the following su esis:
“stock price volatility mediates the relationship between market capital&and stock

price”.

Table 5.33: Mediation Effect of PV on
Structural Equation Model Coefficient | Std. Err.

Price (P)

Price Volatility (PV) 10.21561

Market Capitalisation (MC) | 1.11e-08 Y‘
Cons 1.677328 >

Regression (PV)
Market Capitalisation (MC) | 1.67e-10
Cons 0.0388641

Number of Obs. = 693

Wald chi2 = 8441

z = 1321 Prob >Z
R-squared = 0.2127 Adj R-s

In Model 1, MC affected E@ﬁvelfhnd si E:fica B =1.67e-10, p < 0.05).
M

When PV and MC were include as d that MC had a significant
direct effect on stock%; = 1.

4
\L. 0,05). Therefore, the indirect effect of

e-lOéﬂD.ZlB = 1.707e-09. In Model 2, MC had

05), and PV had a positive and

N
©

significant effect onstock p ic&i
i

B1 Model 1 and%del 2

aagmﬂcanta% ectlon st pﬁc ording to Zhao et al. (2010), the significant
o

relation@een ‘;J stoe@price is not necessary and can be misleading,

becﬁal that matters is thgj;t-he indirect effect is significant”. In this case, the
N

g\lh'on effect was positive and partial. Table 5.33 reports that the conservative
I

—Goodman test for the indirect effect of MC on stock price via PV was significant

Q: 1.321, p < 0.05). Wald chi2 was significant (x> = 84.41, p < 0.05) and the R? was

21.27 percent. Therefore, the sub-hypothesis was accepted.
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8.  Stock Turnover Ratio (STR)

Table 5.34 shows the mediation effect of price volatility (PV) on the im
CR on stock price. This analysis was carried out to test the following sut@«esis:
“stock price volatility mediates the relationship between stock turnov 19,and stock

price”.

Structural Equation Model Coefficient

Price (P)

Price Volatility (PV) 10.61772

Stock Turnover Ratio (STR) | 0.0012645 Y'
Cons 2.120117 )

Regression (PV)
Stock Turnover Ratio (STR) | 0.0000747
Cons 0.0506062

Number of Obs. = 693

Wald chi2 = 68.13

z = 1577 Prob >Z
R-squared = 0.1649 Adj R-s

When PV and STR were includedtin M

reduced and became n%‘cam (
i

significant effect onastock pric

1lp 5), while PV had a positive and

:
: @}’.05). Thus, the indirect effect of By

L

Model 1 and B2 /Mo w 0 10.6&:}&' 0.001. According to Zhao et al. (2010),

the non-signi@elati nshi etﬁeec}%?R and stock price in Model 2 suggested the

o
presenc%%l ande posii me@ion. In addition, Table 5.34 reports that the

conservative Sobel-Goodman @301 the indirect effect of stock turnover ratio (STR)

SM via price volatility (PV) was significant (Z = 1.577, p < 0.05). Furthermore,
Q chi-square was significant (3> = 68.13, p <= 0.05) and the R? was 16.49 percent.
herefore, the sub-hypothesis was accepted.
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9.  Earnings per Share (EPS)
Table 5.35 shows the mediation effect of price volatility (PV) on the im
EPS on stock price. This analysis was carried out to test the following suk@«esis:

“stock price volatility mediates the relationship between earnings per@l&and stock

price”. Y.
Y

Table 5.35: Mediation Effect of PV on EPS
Structural Equation Model | Coefficient | Std. Err.

Price (R)
Price Volatility (PV) 2.882354 0.5870883 1
Earnings per Share (EPS) | 9.741065

Cons 0.9013544

Regression (PV)
Earnings per Share (EPS) | 0.1667211

Cons 0.0193302 | O: Q%D'
Model Summa e

Number of Obs. = 693
Wald chi2 = 72.05
Z = 6.03
R-squared = 0.7139

In Model 1, EPS aﬁecteq%itiveﬂ/ an ignifi (B =0.167, p < 0.05).

. \n & _
When PV and EPS were include it was d that EPS had a significant

direct effect (B = 9.7 < zOS), WIG P Had,§ositive and significant effect on
g 4 Qﬁ

stock price (B = 2.8Q\p< Of M ore,$@ direct effect of B, Model 1 and B>

Model 2 was 0.{&882 S0 n Maid?lz, EPS had a significant direct effect on

¢

%

i
stock price. %ediat n only,
n%l‘ect was positive and partial. Table 5.35 reports

effect. I%kse, tye oderatio
Ny

that the'gonservative Sobel—G@man test for the indirect effect of EPS on stock price

(Bcé)established by the existence of an indirect

\W&S significant (Z = 6.03, p < 0.05). Furthermore, Wald chi-square was
:s ificant (> = 72.05, p < 0.05) and the R? was 71.39 percent. Therefore, the sub-

pothesis was accepted.
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10. Book Value per Share (BPS)
Table 5.36 shows the mediation effect of price volatility (PV) on the imw
BPS on stock price. This analysis was carried out to test the following su@esis:

“stock price volatility mediates the relationship between book value pe and stock

price”.

Structural Equation Model Coefficient
Price (P)
Price Volatility (PV) -0.6118003
Book Value per Share (BPS) | 2.094549 Y'
Cons -1.316452 >

Regression (PV) |
Book Value per Share (BPS) | 0.0558655

Cons -0.057812

Model Summa

Number of Obs. = 693 Time periods )= 1ke
Wald chi2 = 42.00 P o
z = 6.279
R-squared = 0.5729

When PV and BPS were includedui

positive direct effect (B = ; p <
effect on stock price%- .6]'
led to a non-sig@\med'

). . >
In Model 1, BPS affecte itively and-signifi (B = 0.056, p < 0.05).
&)
;i Wi

ct. 'Ia?efore, the sub-hypothesis was rejected.

160



11. Price Earnings Ratio (PER)
Table 5.37 shows the mediation effect of price volatility (PV) on the im

PER on stock price. This analysis was carried out to test the following su@esis:

“stock price volatility mediates the relationship between price earning and stock

price”.

Structural Equation Model Coefficient

Price (P)

Price Volatility (PV) 10.78592

Price Earnings Ratio (PER) | -0.0000814 Y'
Cons 2.004772 ;~

Regression (PV)
Price Earnings Ratio (PER) | 0.0000215

Cons .0439207 )
Model Summ
Number of Obs. = 693
Wald chi2 = 66.23
Z = 1519
R-squared = 0.1611

2N

n-signiicantly (B = 0.000, p >

In Model 1, PER aﬁecte%)siti\ﬁl

&
0.05). When PV and PER were ineluded i el 2, i@s found that PER had a non-
0.05

significant direct effec%%oo, p il@ had a positive significant effect
785,

on stock price (B = n\ <l : refore, the non-significant effects in Model 1
and Model 2 Ie@on_s- »
was rejected. %

g

med@dn effect. Therefore, the sub-hypothesis
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12. Price-to-book Value (PBV)
Table 5.38 shows the mediation effect of price volatility (PV) on the im
PBV on stock price. This analysis was carried out to test the following suk@«esis:

“stock price volatility mediates the relationship between price-to-boo and stock

price”. Y.
Y

Table 5.38: Mediation Effect of PV on RBV
Structural Equation Model | Coefficient | Std. Err.

Price (P)
Price Volatility (PV) 10.67334 0.9312087
Price-to-book Value (PBV) | 0.0871722

Cons 1.886646

Regression (PV)
Price-to-book Value (PBV) | 0.0015865
Cons 0.0419518 ;

Model Summa

Number of Obs. = 693
Wald chi2 = 70.38
Z = 2277
R-squared = 0.1694

In Model 1, PBV affecte

0.05). When PV and PBV Wh\clu in-Model ZQ\riwas found that PBV had a
.0

significant direct effect(B.=0087, p </0.05 Wh”@&d a positive significant effect
4 4
\05)\ 0

on stock price (B =4Q73, p l<

Model 1 led toq ignifi
% d

rejected.

effect istock price voIatiIit@e relationships between accounting and market

i }Qrs and stock price. Twelve sub-hypotheses were tested. Table 5.39 summarises
theyverification of all sub-hypotheses. The analysis concluded that PV could mediate

e effects of accounting and market indicators, specifically ROA, MC, STR, and EPS,
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on stock price. The same analysis was carried out for stock return. This is presented in

the following section.

Hypothesis

Stock price volatility mediates the relationship between

return on asset and stock price

Stock price volatility mediates the relationship betwgen
return on equity and stock price

Stock price volatility mediates the relationship bet

net profit margin and stock price

Stock price volatility mediates the relations etween

' g

current ratio and stock price
P 2 ‘\\

Stock price volatility mediates the r Wlp béi‘Yveen
debt ratio and stock price

Stock price volatility mediates,the relationship b AF ejected
total assets turnover and st CIA $'

Stock price volatility me\N e w between | Accepted**
market capitalisation and stegk p'| N

shi@?ween Accepted*

Stock price vo Ia" ity &diates tff rel
stock turnover ratio and stock pfi
-gw - w {%

{
:

relat@ﬁip between | Accepted**
ce &

" L)
tility fediates the‘refationship between | Rejected
er share a

ckgrice

wl e volgthia@he relationship between | Rejected
e earnings ratio and&(Bk price

tock price volatility mediates the relationship between | Rejected

rice-to-book value and stock price

0 Note: * Full mediation, ** partial mediation
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5.3.5.2 Mediation in Stock Return Model

This section discusses the mediating influence of stock return (RV) volalY.n

the effects of the 12 accounting and market indicators towards stock retur@

1.  Return on Assets (ROA) ? ’
Table 5.40 shows the mediation effect of return V0|atl|lt‘ (\%n the impact of

ROA on stock return. This analysis was carried out to test t inglsub-hypothesis:

“stock return volatility mediates the relationship bet retur Wand stock
]

return”.
Table 5.40: Mediation Effect
Structural Equation Model Coeffi M .
Return (R)
Return Volatility (RV) 214636
Return on Assets (ROA) | 0.01
Cons -0.1412802 |
Regression (RV)
Return on Assets (ROA 65261
Cons 2964719
odel Su
Number of Obs. = Time.,periods = 11
Wald chi2 = ﬁhiz = 0.0000
z o), I | Peoby Z = 0.0000
R-squared 561 Ad‘F{ -squared = 0.0534
In Model ! affe P@gaﬂ(\:%ﬂand significantly (B =-0.007, p < 0.05).
l
When RV an er inclu V\ejdll 2, it was found that ROA had a significant

direct e k: 0. (}ll O 5)@hlle RV had a positive and significant effect on
stock rai =0.275,p<0. Qgggl-: herefore, the indirect effect of B; Model 1 and B>

Was -0.007 x0.275 = -0 0002. In Model 2, ROA had a significant direct effect

ock return. In this case, the mediation effect was negative and partial. Table 5.40
Q)orts that the conservative Sobel-Goodman test for the indirect effect of ROA on
stock return via RV was significant (Z = 2.050, p < 0.05). Furthermore, Wald chi-square
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was significant (y? =41.18, p < 0.05) and R? was 5.61 percent. Therefore, the sub-

X
N

Table 5.41 shows the mediation effect of return volatility (RVWe impact of

hypothesis was accepted.

2. Return on Equity (ROE)

ROE on stock return. This analysis was carried out to test the fqllw sub-hypothesis:

“stock return volatility mediates the relationship betwee rmon 1qU|ty and stock
return”.
O
| S
Table 5.41: Mediation Effect o on ROE and ‘;\
Structural Equation Model Coefficient r. T-T P> TeJest|
Return (R) \
Return Volatility (RV) . . ¥ TS
Return on Equity (ROE) ,0.566
Cons 0.000
Regression (RV)
Return on Equity (ROE) 0.095
Cons 0.000
Number of Obs. = 11
Wald chi2 = 0.0050
Z = 0.3610
R-squared = 0.0067
%
4 b o
In Model 1, RQKffe te(i |velyé significantly (B =-0.000, p < 0.10).
When RV and ere i nM 2, it was found that ROE had a non-

¢

significant dlrcqf =

effect or% turn‘(Bb_J;l, p <0:05). However, the non-significant effect of ROE
1 led

to a non- S|gn|f|0@];t.mvedlatlon effect. Therefore, the sub-hypothesis was
Qs

C/%% ), while RV had a positive and significant
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3. Net Profit Margin (NPM)
Table 5.42 shows the mediation effect of return volatility (RV) on the im
NPM on stock return. This analysis was carried out to test the following sut@esis:

“stock return volatility mediates the relationship between net profit nﬂ&and stock

return”.
Table 5.42: Mediation Effect of RV on NP
Structural Equation Model Coefficient
Return (R)

Return Volatility (RV) 0.1770323

Net Profit Margin(NPM) | 0.0000217

Cons -0.0878301
Regression (RV)
Net Profit Margin (NPM) | -0.0000141

Cons 0.2805072

Model Summa

Number of Obs. = 693 e
Wald chi2 = 757

z = 377

R-squared = 0.0108

& .
e, &
In Model 1, NPM affecte gati\ﬂely b n-signiicantly (B = -0.000, p >

&

el 2, i@s found that NPM had a non-

0.05). When RV and NPM Wemud i
0.0

significant direct eﬁec%

v&h@ had a positive and significant

s
. H@r, the non-significant effect of NPM

ect. Therefore, the sub-hypothesis was
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4.  Current Ratio (CR)
Table 5.43 shows the mediation effect of return volatility (RV) on the imw
CR on stock return. This analysis was carried out to test the following suk@wesis:

“stock return volatility mediates the relationship between current nd stock

return”. i

Structural Equation Model Coefficient | Std. Err. Pi» |T-Test|
Return (R)

Return Volatility (RV) | 0.1720755 | 0.068671 51 |
Current Ratio (CR) -0.0011805 | 0.0018256
Cons -0.0819207 | 0.024 -3.40 N

Regression (RV) i
Current Ratio (CR) -0.0004175 | 0.00 1 |-057" ‘ 569 g ”
Cons 0.2825868 5 953 35.7 0.00Q_\I

Model Summa

-0.89 | lgmd'_‘gv

Number of Obs. = 693 . ime péfiods ) =

Wald chi2 = 717 rob =.chi?2 = 20.0277
z = 357 Prob > =/"\0:2870
R-squared = 0.0102 dj R-s d ="=0.0074

oy

effect on stock retur. . .05). wver, the non-significant effect of CR

ect. Therefore, the sub-hypothesis was
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5. Debt Ratio (DR)
Table 5.44 shows the mediation effect of return volatility (RV) on the imw
DR on stock return. This analysis was carried out to test the following su@esis:

“stock return volatility mediates the relationship between debt ratio anf& return”.

Table 5.44: Mediation Effect of RV on DR a
T- > |T-Test|

Structural Equation Model Coefficient | Std. Err.
Return (R)
Return Volatility (RV) | 0.1649291 | 0.0702877
Debt Ratio (DR) -0.0002565

0.019

Cons -0.0750609 8
Regression (RV) ¢ ‘T
Debt Ratio (DR) -0.0013704 0.000 ~
Cons 0.3334521 0

Number of Obs. = 693
Wald chi2 = 6.70
Z = 333
R-squared = 0.0096

In Model 1, DR affected RV

When RV and DR were includﬁ%ﬂ

reduced and became non-significant ( 040, p >.0: 5), while RV had a positive

and significant effect on' s turn (B'=0.165,/p ﬁ). Therefore, the indirect effect
:

of B1 Model 1 andQQ/lo eIl -0.001 8865 = -0.0002. The non-significant

relationship betwee a c eturrcﬁsModel 2 suggested the presence of full

i
¢
negative meo%. In jadditian, at&§3.44 reports that the conservative Sobel-

Goodm%kr the;in ir
0.05

3.33, Es ). The Wald chi-@lﬁ was significant (2 = 6.70, p < 0.05) and the R?
N

§ p

“CD

ercent. Therefore, the sub-hypothesis was accepted.

168



6. Total Asset Turnover (TOA)
Table 5.45 shows the mediation effect of return volatility (RV) on the |m
TOA on stock return. This analysis was carried out to test the following su eS|s

“stock return volatility mediates the relationship between total asset tu and stock

return”. q

Structural Equation Model Coefficient | Std. Err. Pi |T-Test|

Return (R) S [

Return Volatility (RV) 0.1970424

Total Assets Turnover (TOA) | 0.0077405 T
Cons -0.1032061 gg i \S‘

Regression (RV)

Total Assets Turnover (TOA) | -0.0406117 .000
Cons 0.329487 ; 0.000\V
Model Summar . W N
Number of Obs. = 693 i ki
Wald chi2 = 122 rob
Zz = 359 Prob >
R-squared = 0.0103 | Adj R-s

i
S A
In Model 1, TOA aﬁecte@aﬂv&y n|f| y (B = -0.041, p < 0.05).

When RV and TOA were mcM in it Wa@und that the direct effect of

TOA reduced and beca% |gn|f|c t (B 0(0@@ >(0.05), while RV had a positive
nstockr

and significant effe f =0.19 (E}' 0.05). Therefore, the indirect effect
of B: Model 1 n M O 197 = -0.008. The non-significant
relatlonshlp b nT and o¢T< r t‘l'fr?ﬁ in Model 2 suggested the presence of full
and ne |atLon I Fdltlo able 5.45 reports that the conservative Sobel-
Gomﬁte t for the indirect eﬁ:got of TOA on stock return via RV was significant (Z

< 0.05). The Wald ch| -square was also significant (y* = 7.22, p < 0.05) and the

0 as 1.03 percent. Therefore, the sub-hypothesis was accepted.
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7.  Market Capitalisation (MC)

Table 5.46 shows the mediation effect of return volatility (RV) on the im
MC on stock return. This analysis was carried out to test the following su@esis:
“stock return volatility mediates the relationship between market cﬁé@aﬁon and

stock return”. ?

Table 5.46: Mediation Effect of RV on MC arm
A w . 4

-Tex P>l|T-Test|

Structural Equation Model Coefficient | Std. Err.

Return (R)

Return Volatility (RV) 0.1649336 | 0.0687

Market Capitalisation (MC) | 2.40e-10 1.37e-10
Cons -0.092547 | 0.0234777

Regression (RV)
Market Capitalisation (MC) | 1.41e-10 7.

Cons 0.2763471
Model Sum
Number of Obs. = 693
Wald chi2 = 576
Z = 471
R-squared =

0.0135 ' (

\' \/
\3 AN

In Model 1, MC affected REggtael)aa%Pﬁ antggB =1.41e-10, p<0.05).

When RV and MC were includ\ odel'2, it was ?o@at MC had a positive and

significant direct effect (B?ﬂbe-l()’ p <90.10). I?%}md a positive and significant

effect on stock return (%65, Q@jﬁé@ced the effect of MC. Therefore,

the indirect eﬁec@ﬂod@& M@Z was 1.41e-10 x 0.165 = 2.326. The
N

del 2 suggested full positive mediation,

reduced effec .NC on stoc
establishe the?c of%\ indirect effect. In addition, Table 5.46 reports
that th:g@vative‘;o —doodﬂ@n test for the indirect effect of MC on stock return

N
significant (Z = 4.7'§?p < 0.05). Furthermore, the Wald chi-square was also

viz&
%ant (x> = 5.76, p < 0.05) and the R? was 1.35 percent. Therefore, the sub-

onthesis was accepted.

%
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8.  Stock Turnover Ratio (STR)

Table 5.47 shows the mediation effect of return volatility (RV) on the im
STR on stock return. This analysis was carried out to test the following sut@«esis:
“stock return volatility mediates the relationship between stock turnoveﬂkgand stock

return”.

Structural Equation Model Coefficient

Return (R)

Return Volatility (RV) 0.1603279

Stock Turnover Ratio (STR) | 0.0000555 Y'
Cons -0.0883965 4,\

Regression (RV)
Stock Turnover Ratio (STR) | 0.0001645
Cons 0.2666564

Number of Obs. = 693

Wald chi2 = 7.28

Z = 362 Prob>Z
R-squared = 0.0104 Adj R-s

A

) N
In Model 1, STR aﬁected%itiveﬂ/ and '!Eific@/ (B =0.0002, p < 0.05).
% ) &

When RV and STR were included¥ I\ZIJ Was fo@ that the direct effect of STR

reduced and became n@n-si ;'cant (

]
odel @vas 0.0002 x 0.160 = 0.00003. According

@)

i
niﬁca&ﬁ?lationship between STR and stock return in

N
Model %%'Wed ;heMce aéTull positive mediation. In addition, Table 5.47
t

reports the conservative S(@Eoodman test for the indirect effect of STR on stock

r;i\l? a RV was significant (Z = 3.62, p < 0.05). Furthermore, the Wald chi-square
significant (x> = 7.28, p < 0.05) and the R? was 1.04 percent. Therefore, the sub-

onthesis was accepted.

= 0.000} p@.OS). RV, on the other hand, had

:
retu = 0.160, p < 0.05). Therefore, the

a positive and significant effe

indirect effect o@del 1
¢

to Zhao et al. ), the non-
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9.  Earnings per Share (EPS)
Table 5.48 shows the mediation effect of return volatility (RV) on the |m

EPS on stock return. This analysis was carried out to test the following suk@«e&s

“stock return volatility mediates the relationship between earnings pe nd stock

return”. q

Table 5.48: Mediation Effect of RV on EPS

Structural Equation Model | Coefficient | Std. Err. P> 'T -Test|
Return (R)
Return Volatility (RV) 0.221113 0.0696292
Earnings per Share (EPS) | 0.1167996
Cons -0.1180948

Regression (RV)
Earnings per Share (EPS) | -0.1030077

Cons 0.296169
Model Summ
Number of Obs. = 693
Wald chi2 = 17.63
Z = 8.78
R-squared = 0.0248

In Model 1, EPS aﬁected%ativeﬁ/ an iE"nifi (B =-0.103, p < 0.05).

When RV and EPS were mcIthn was <'<(:'i,
direct effect (B = 0. 1!% 05), W’]y Hatk§mnﬂve and significant effect on
stock return (B = O.RQ) O? \I‘E‘Q ore tﬁj‘ﬁdlrect effect of B, Model 1 and B>
Model 2 was -0,10 22

&
on stock rethﬁe signific

necessa% n begmisle )ng (Z@O et al., 2010). In this case, the mediation effect

d negative. How_egef Table 5.48 reports that the conservative Sobel-

that EPS had a significant

In I 2, EPS had a significant direct effect

lﬂabc?mp between EPS and stock return is not

was pa
é n test for the indirect effect of EPS on stock return via RV was significant (Z =
p < 0.05). Furthermore, the Wald chi-square was significant (- = 17.63, p < 0.05)

878 05). , . N _
dd the R? was 2.48 percent. Therefore, the sub-hypothesis was accepted.
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10. Book Value per Share (BPS)

Table 5.49 shows the mediation effect of return volatility (RV) on the im
BPS on stock return. This analysis was carried out to test the following sut@«esis:
“stock return volatility mediates the relationship between book val hare and

stock return”.

Structural Equation Model Coefficient

Return (R)

Return Volatility (RV) 0.1748595

Book Value per Share (BPS) | 0.0006699 Y'
Cons -0.0889236 4,\

Regression (RV)
Book Value per Share (BPS) | -0.0274806
Cons 0.3309869

Model Summa

Number of Obs. = 693 T
Wald chi2 = 6.38
Z = 318 Prob > Z
R-squared = 0.0091 Adj R-s _\ :
)&
In Model 1, BPS aﬁected%ativeﬂy and-si ifi@ (B =-0.027, p < 0.05).
&)
When RV and BPS were inclum M =i, was ‘f% that the direct effect of BPS
(L = .0@1@ 0.05). RV had a positive and

reduced and became % ificant
4
significant effect onggk .

:
r turr 75,p {3%5). Therefore, the indirect effect of

B: Model 1 a@od -0.0&( 0.175 = -0.005. The non-significant
!
¢

relationship b%n BPS and &fock r t&m in Model 2 suggested the presence of full

negativ%kion. P baj) ion, @e 5.49 reports that the conservative Sobel-
test

for the indirect @‘ of BPS on stock return via RV was significant (Z

< 0.05). Furthermore, the Wald chi-square was significant (x> = 6.38, p < 0.05)

6 he R was 0.91 percent. Therefore, the sub-hypothesis was accepted.
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11. Price Earnings Ratio (PER)
Table 5.50 shows the mediation effect of return volatility (RV) on the im
PER on stock return. This analysis was carried out to test the following sut@«esis:

“stock return volatility mediates the relationship between price earning?&and stock

return”. q

Structural Equation Model Coefficient | Std. Err. |i> |T-Test|

Return (R) 3

Return Volatility (RV) 0.1736386 | 0.06888 . :

Price Earnings Ratio (PER) | 3.15e-06 0.0080677 | 0.05 :"'
Cons -0.087395 | 0.02 -3.73 0,00

Regression (RV)

Price Earnings Ratio (PER) | -0.0000738_| 0.0 72 ; .048

Cons 0.2816908

Number of Obs. = 693

Wald chi2 = 637

Zz = 317

R-squared = 0.0091

(5
J
Ky,

In Model 1, PER affecte negati an ié‘n& ly (B =-0.000, p <0.05).

When RV and PER were in in Model 24, as_]@'«d that the direct effect of PER
|
i

reduced and became n ificant (B =3 5‘0%3? > 0.05), while RV had a positive

and significant ef@ock r}tur\: o.léﬂ 0.05). Therefore, the indirect effect
&

of B1 Model wz od‘e '-0.25()@ 0.174 = -0.000001. The non-significant
7
tw

relationshiQ' n PER a
negati wation. Arradlifion
o Y . _
est for the mdwect*s&@ct of PER on stock return via RV was significant (Z

Go
é p <0.05). Furthermore, the Wald chi-square was significant (x> = 6.37, p < 0.05)

U the R? was 0.91 percent. Therefore, the sub-hypothesis was accepted.

174

ck élyrn in Model 2 suggested the presence of full
S

,‘ﬁle 5.50 reports that the conservative Sobel-



12. Price-to-book Value (PBV)
Table 5.51 shows the mediation effect of return volatility (RV) on the imw
PBV on stock return. This analysis was carried out to test the following su esis:

“stock return volatility mediates the relationship between price-to-boolAgand stock

return”. q

Table 5.51: Mediation Effect of RV on RBV
Structural Equation Model | Coefficient | Std. Err.

Return (R)
Return Volatility (RV) 0.1710278 | 0.0684543
Price-to-book Value (PBV) | 0.0060296

Cons -0.0950728

Regression (RV)
Price-to-book Value (PBV) | 0.0006043
Cons 0.2799723 ;

Model Summa

Number of Obs. = 693
Wald chi2 = 1146
z = 571
R-squared = 0.0163 i , 9
). . N
In Model 1, PBV affecte sm\fély b n-zo icantly (B = 0.001, p >

0.05). When RV and PBV_were“inclu in-Model 2& was found that PBV had a
0.0

significant direct effec = %06, p

17i 4

effect on stock retur

in Model 2 suggested+a,non

7%

was rejected.

J;

iation ’nblysz'o re@volatility was carried out to test the mediation

tock return volatilitx:gcr the relationships between accounting and market
N

%

eff

@D
:
l(l}

indicaters and stock return. Twelve sub-hypotheses were tested. Table 5.52 summarises

7

erification of all sub-hypotheses. The analysis concluded that RV could mediate
e effects of accounting and market indicators, specifically ROA, DR, TOA, MC, STR,

EPS, BPS, and PER, on stock return.
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Table 5.52: Sub-Hypotheses Verification for RV

Hypothesis Result
Stock return volatility mediates the relationship | Accepted**

between return on asset and stock return

Stock return volatility mediates the relationship | Rejected
between return on equity and stock return Y'
Stock return volatility mediates the relationship RejecteN

between net profit margin and stock return

Stock return volatility mediates the relationship | R l

between current ratio and stock return | \ d

Stock return volatility mediates the relationshigy,| Accepted* \

between debt ratio and stock return é ’ ' b

Stock return volatility mediates the relati i A@J \3'

between total assets turnover and sto r:etY‘nv é\T

Stock return volatility mediates e%)éshi;p\ N

between market capitalisation ar&k return

Stock return volatility medi té‘) relat% ‘ée
- S

between stock turnover r stocK'retur 4

1

z F
Stock return volatility m the ip .A‘Céepted**
) W
between earnings per nd stock N e
g S

Stock return vol diwtﬁ%. Accepted*

between book% per s]m&\ t0(§yrn

Stock retur&ﬁi it [ nship | Accepted*

betwee%/&arn’ngs ra z‘i'rh s&@/return
tu

Stoc ravolatility mediates the relationship | Rejected

NN
enprice-16-book yalue a&a'stock return
il <

Full mediation, **«partial mediation
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5.4 Mediation Analysis Summary

The mediation analysis was carried out to test the third hypothesis (Hg)w
price and return volatility mediates the relationships between accountin@?kcxrket
indicators and stock price and return”. The analysis concluded that the ity of stock
price and return could mediate the effects of accounting and market indicators on stock
price and return. Therefore, the hypothesis (H3) can be accepted. WAt the same, the
findings also answered the third research question: “What"is, t mefiating effect of
stock price and return volatility on the relationships between a owd market
ck price a t‘rr@vt:lity

cat% pri@d return.
;ébgr.ch analytics

f
has been provided in the following se X ) é

indicators and stock price and return?” It was found th

could mediate the effects of accounting and ma

That is, the third research objective was achhewd he o:inc ion o
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5.5 Conclusion

The findings of the current research have extended the examination of ho
prices and stock returns of ASE Index companies react to changes in the ac@
market indicators. In addition, it has identified the indicators that co
between performing and underperforming companies. It has also%€onducted new
investigations to investigate the mediation effect of stock volatilit

between accounting and market indicators and company

table summarises the findings of the study.

w

iscriminate

he relationships

el. The following

NY.

! _@
Table 5.53: Conclusion indings
4 %
- e eturn
Variables Price (P) R(z'lc_gr -Scor atility _{“Wolatility
.l V)/‘<  (RY)
Return on Asset (+) (-) ve
(ROA) (+) ve (ﬁ\ e Par{i@ Partially
Return on (') T ,(“
Equity (ROE) - o N\ -
Net Profit \j 9 <Q—’
Margin (NPM) = - - NV - -
Current Ratio N
(CR) X - | ; ' \\}% : -
. (-) ve
Debt Ratio (DR) &aM :3“"’" \,(-w £ & _ Eull
Total Asset ™R e N7 () ve
Turnover (T ) \é >+ Y OR (-) ve - Full
iy \ A
Market \ ) (_/ (+) ve (+) ve
s (93 - Partial Full
J
N (+) ve (+) ve
@ ve | (ve | Ry Full
(+) ve (-) ve
EPS) (*+) V\\/ (+) ve (+) ve Partial Partial
k Value Per Tl ()ve (-) ve
e (BPS) (+) ve Marginal - - Full
Price Earnings (-) ve
atio (PER) - - - - Full
Price-to-book
Value (PBV) - (+) ve - - E
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There were seven indicators that explained the variance in stock price; seven
indicators that explained the variance in stock return; and three indicatoYM\
distinguished between performing and underperforming companies. Pri@tility
mediated the effects of four indicators towards stock price, while fe&volatlllty

mediated the effects of eight indicators on stock return. Surprisinglyjthe relationship

direction of certain indicators, such as TOA, differed acco;%inf the measure of
elation

performance. Other indicators, such as MC, had signific :]hips with stock

isten pgﬁa@ce decline
"y

of the ASE during the study period. Table 5.53 also sh he most i taht.i@ators

price, but not with stock return. The reason is perhaps the

a postti ignificant impact

ween,@:grming and

to affect company performance. To illustrate,

towards stock price and return; it coulel, discrimi
underperforming companies; and vol %y and positively n@‘%ted the effects of
STR on stock price and return. Th@‘sults s@;&at m\rs the most important
determinant of performance of‘édex rms. 3t ds cgl???ered to be a measure of
stock liquidity in ASE. Us ghel i ica@tter stock performance. The

results of this study ar%m ed b):‘ ;Jg‘o‘mi&eory, which indicates that stock
' &

performance has a ificant i prlceégemrn, and performance of ASE firms.
In addition, the @W ; deci@& of ASE investors were largely reflected
in the relati &[Dyetw n ‘ST atﬁ p{lg? return, and performance. The next chapter
will disgtiss the key gontri }ions,sh%mary of findings, and present the conclusions

and 4 ications of the resear@

N
S
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