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Abstract

Impact of Financial Disclosure Quality on Stock Returns

(Analytical study on Companies listed at Damascus Securities Exchange)

Student: Fadwa Alhaf

Supervision: Dr. Sulaiman Mouselli

The study aims to demonstrate the impact of Voluntary disclosure level on
stock returns of companies listed at Damascus Securities Exchange during the
period from 2010 to 2013.

The research problem is formulated around two main questions. First, what
are factors affecting Voluntary disclosure level of companies listed at
Damascus Securities Exchange? Second, what is the effect of Voluntary
disclosure level on stock returns?

To achieve the objectives of this study, | read and analyze the annual reports
of listed companies and corporate governance reports issued by Syrian
commission of financial markets and securities (SCFMS). Then, | extract the
disclosed information and convert this information from quality indicators to
numbers following Voluntary disclosure index suggested by (Meek, 1995) and
applied by (Chau & Gray, 2002).

The extracted information was then matched with the list of optional
disclosure of annual reports published each company and a score of 1 is given
when the company discloses the information and 0 otherwise. Then, scores
are added up for each company. To determine the Voluntary disclosure level
for each company, the total score obtained from the previous stage is then
divided by the total overall index score of 60.
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The study was divided into four chapters. The methodology of the study was
presented in the first chapter. In the second chapter, | view the theoretical
framework of financial disclosure particularly the Voluntary disclosure and
factors affecting stock returns according to the findings of previous studies.

In the third chapter, | conducted the empirical study which was split into two
sections: the first section was to identify the factors affecting the level of
Voluntary disclosure, while the second section examines the the impact of the
Voluntary disclosure in addition to other variables on stock returns using panel
data methodology.

In the fourth chapter, findings and recommendations were presented. The
main findings of this study is that Voluntary disclosure level is generally low.
The banking sector has the highest Voluntary disclosure score more
throughout study period. The results indicate that there is no significant
relationship between the Voluntary disclosure level and stock returns. The
study provided a set of recommendations addressed to both investors and
financial market regulators. First, it is the need to increase the level of
Voluntary disclosure by listed companies and to find new ways to deliver
information to those stakeholders. | also recommend to reclassify some
Voluntary items from Voluntary to mandatory and to stress on providing
timely disclosures. For investors, | recommend them to buy growth stocks to
achieve higher returns.



