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Abstract :

This study aims to test the impact of financial risks on creating value for a sample of 30
institutions listed on the Saudi financial market between 2014 and 2018. To achieve that,
we used the variable of the deviation of net income to total assets to express financial
risk and Economic Value Added (EVA) to express value creation. As for, the variables
size, growth opportunities and financial return, they have been used as control variables.
By using the descriptive analytical approach and by relying on the models of cross-
sectional time-series data, and using R Studio analysis software, this study, has unveiled
that the best model for explaining the phenomenon is the fixed effects model. It has also
found that financial risks, size and opportunities of growth have negative impact on
value creation in the sample institutions. However, this study demonstrates, that there
has been no impact of financial cost-effectiveness on value creation.

Key Words: Financial risks ; Value creation ; Economic value added ; Fixed Effects
Model ; Saudi Stock Exchange.
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"Ll ll 23sf Sledas i ails" 10T gl
PRM FRM REM
FR 63319974 -3447904004*** 63319974
(0.7064) (0.0000) (0.7058)
SIZE 262448000 -44217388220*** 262448000
(0.5971) (0.0000) (0.5963)
GROW -4129805490 -6377727829** -4129805490
(0.2396) (0.0157) (0.2377)
RF 4986694869** 1669618128 4986694869**
(0.0158) (0.1971) (0.0146)
Constant -1148177791 385276546187*** -1148177791
(0.7890) (0.0000) (0.7886)
Observations 150 150 150
R? 0.0494 0.7017 0.0494
Adjusted R? 0.0232 0.6169 0.0232
E Statistic 1.8849 68.23 7.5396
. -16
p-value 0.11618 1< 2.22¢e 0.10998
Note: * p<0.1; ** p<0.05; *** p<0.01

"Ficher jlasi " 102 43y 3ol

Selection Pooled or Fixed effect Model
pFtest(fem, pooled)

F test for individual effects

data: EVA ~ FR + SIZE + GROW + RF

F =13.274, dfl = 29, df2 = 116, p-value < 2.2e-16
alternative hypothesis: significant effects

"L.M jlest mits” 103 gl

plmtest(EVA~FR+SIZE+GROW+RF, data = pdata, type = "bp")
Lagrange Multiplier Test - (Breusch-Pagan) for balanced panels
data: EVA ~FR + SIZE + GROW + RF

chisq = 0.79223, df = 1, p-value = 0.3734

alternative hypothesis: significant effects

phtest(fem, rem)
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"Breusch-Pagan Lz s :04 3ol

Breusch-Pagan test
data: EVA ~ FR + SIZE + GROW + RF
BP = 251.82, df = 4, p-value < 2.2e-16

"mead) dn 2l 2358”105 gl

coeftest(fem, vcovHC)
t test of coefficients:

Estimate std. Error t value Pr(>|tl)
FR  -3.4479e+09%** 9.,9590e+08 -3.4621 0.0007513
SIZE -4.4217e+10%** 1.5237e+10 -2.9020 0.0044378
GROW -6.3777e+09*** 1,4771e+09 -4.3178 3.338e-05
RF  1.6696e+09 1.0149e+09 1.6453 0.1026604

Signif. codes: 0 ‘***’ (0,001 ‘**’ 0.01 ‘*’ 0.05 “.” 0.1 “ ’ 1
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