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ABSTRACT

This research aimed to identify the factors that influence the stock price of
Insurance companies, listed at Damascus Securities Exchange. Specifically, this
research investigates the impact of both company internal factors (return on
assets, return on equity, earnings per share and Company Size), and external

factors such as audit quality (auditor opinion and auditor tenure).

The research included an applied study of semi-annual data for 6 insurance
companies which were sourced from the financial reports of the selected
companies during the period 2013 — 2019, The research adopted “Eviews”
program in data processing to test the hypotheses by using descriptive statistical

tools and an econometric methodology.

Panel Vector Error Correction Model was used to determine the relationship
between internal and external factors as dependent variables and stock price as

independent variable in both short and long run.

The research concluded that profitability indicators in previous period (return on
asset, return on equity, earning per share) positively influence stock price in the
short run, but unlike the Theory they have a negative impact on stock price at the
long run. Nonetheless, there is a positive effect between company size in previous
period and stock price in the long-term, while it was negative in the short term.
Furthermore, the results found that there is no effect between audit quality

(auditor opinion and auditor tenure) and stock price in these insurance companies.
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Gual) &l patial ol Y1 CBlalaa 1(4) Al Jgaad)

Correlation
t-Statistic [ LOGMVS ROA ROE EPS LOGSIZE | REPORT | PERIOD
Probability
1
MVS |
0.23- 1
ROA 214-| -
00354  ----
0.25- 0.95 1
ROE 2.38- 2654 | -
0.0194 0.0000|  --—---
0.21- 0.92 0.91 1
EPS 1.96- 20.87 1999 ([ -
0.0537 0.0000 0.0000| = --—---
0.25 0.22 0.22 0.24 1
SIZE 2.33 2.06 2.06 222 | -
0.0223 0.0426 0.0426 0.0293 | = -----
0.13 0.19 0.18 0.16 0.45 1
REPORT 1.21 1.76 1.68 1.48 450 | -
0.2306 0.0814 0.0960 0.1431 0.0000| = -----
0.10 0.05 0.01 0.05 0.17 0.05- 1
PERIOD 0.90 0.45 0.09 0.44 1.61 047- | -
0.3701 0.6537 0.9303 0.6591 0.1121 06401 | = --—---
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(Shin and Pesaran Im) _Jkialy «(Chu and Lin , Levin) <)k e 7 58 LLC
222 4:1)\‘)93.“\ o CadSl A iuAll <l Hlaay) ?’M e il (ADF-Fisher )laay 2\3\.&4?‘.1
= .J\ RGN | I AYY é e J}SJAM | QY e.liﬁuﬁu} Lelal<s 4;).3 RYRENP &"_1\_11_\.\3‘
.BJ;)]\ J.S;j L"_a\‘)\.ua‘y‘ ol c.i\.u (5) a§‘) d}.l;j\
daagl) ¢l piial Ay ) Sy LS i 1 (5) a) Jgad)
Null Hypothesis: Unit root (common/individual unit root process)
Sample: 2013S1 2019S2
Cross-sections included: 6
LOGMVS ROA ROE EPS LOGSIZE
Method Statistic | Prob** | Statistic | Prob.** | Statistic | Prob** | statistic | P°%” | statistic | P>
Levin, Lin & Chu't 1.00807 0.84330 1.20964 0.8868 | 0.04189 0.5167 0 53_149 0.2975 | -2.60957 | 0.0045
Im, Pesaran and Shin -
Wostat 0.67591 0.7505 0.11504 0.5458 | 0.62114 0.2673 156374 0.0589 | -0.08746 | 0.4652
ADF _Sgl:zr;zr Chi- 7.40711 0.8296 10.9335 0.5346 12.8995 | 0.3764 18.738 0.095 10.6207 0.5617
Pp-gir;fgcm- 139206 | 03058 | 219381 | 00382 | 18.089 | 0113 | 183625 | 0.1051 | 158548 | 0.198

** Probabilities for Fisher tests are computed using an asymptotic Chi -square distribution. All other tests assume asymptotic normality.
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Null Hypothesis: Unit root (common/individual unit root process)

Sample: 2013S1 2019S2

Cross-sections included: 6

LOGMVS ROA ROE EPS LOGSIZE

Method Statistic Prob.** Statistic Prob.** Statistic Prob.** Statistic Pnib'* Statistic | Prob.**

Levin, Lin & Chu't -4.40042 | 0.0000 | -9.60571 | 0.0000 | -10.7083 | 0.0000 | -9.97761 | 0.0000 | -3.85922 | 0.0001
\',r\'/‘_'sfa‘fara” and Shin | 301037 | 0.0013 | -8.66463 | 0.0000 | -8.84796 | 0.0000 | -7.34889 | 0.0000 | -3.02024 | 0.0013
gﬁaﬁé Fisher Chi- 305824 | 00023 | 72.8325 | 0.0000 | 73.2609 | 0.0000 | 63.0045 | 0.0000 | 29.7973 | 0.003
S:uér':eisr‘er Chi- 492055 | 0.0000 | 759836 | 0.0000 | 74.2714 | 0.0000 | 659017 | 0.0000 | 302376 | 0.0026

** Probabilities for Fisher tests are computed using an asymptotic Chi -square distribution. All other tests assume asymptotic normality.
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SHER) e IS a3 LERY) a3 ey kel Judtll Laliall il o jidiall JalSil) sl

dgagade o gall Al adell dus B md el 23w johansen <kao 1999 «pedroni 2004
s3] Anle W) 1) DA (e & jidie JalSE aga s o Gt ) Al G il (b sl @ jide JalSS

47




g adal) Jalsill Kao JLEa) gl 1(7) a8 Jead)

Kao Residual Cointegration Test

Sample: 2013S1 2019S2

Null Hypothesis: No cointegration

Trend Assumption: No deterministic trend

Automatic lag length selection based on SIC Note:

ADF= Augmented Dickey- Fuller

Model 1 Model 2 Model 3
ADF Statistic Prob. Statistic Prob. Statistic Prob.
-3.44151 0.00030 -3.76146 0.0001 -3.76146 0.0001

(Eviews) bas) gl Jlarinly Gald) slac) (e 1 jdaal)

od i Wil 6l 5% (e Ji il aes Sl LEAY Adlaa¥) Ledll Gl (7) A Jsall s
e JalS 3y g AL ALl A jall S e jidia JalSE 2 ga g adey AL aall Ay 3

uab i Ll ol 5% (pe B ) LAY aend Adlaia¥) dagd@ll o) o Johansen Jbial e jalis
G yidie JualSS 0 g oAb Alad) i ) Jiti g el jidie JalSS 2 ga g aazy AL adell 4o 8
(8) &) Jsaally dsim sall il
& jidal) Jalsill Johansen JLid) gl :(8) ady Jgaad)

Johansen Fisher Panel Cointegration Test
Hypothesized No. of Model 1 Model 2 Model 3
CE(s) Statistic | Prob. | Statistic Prob. Statistic Prob.

1 126.2 0.000 126.6 0.000 127.2 0.000

From trace test 2 42,52 0.000 37.59 0.000 39.32 0.000
3 32.86 | 0.001 29.75 0.003 32.6 0.001

_ 0 103.5| 0.000 109 0.000 108.7 0.000
Frommacelgen | 1| 3253| o001| 2029| o0004| 2045| 0003
2 32.86 | 0.001 29.75 0.003 32.6 0.001

(Eviews) Fbasy) zali pll Jleainly Calill dlae) (e 1 jiaall

aes o Of Badl il o LAl Al il Celad Pedroni by dwally Ll
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Pedroni Residual Cointegration Test
Model 1 Model 2 Model 3
Statistic Prob. Statistic Prob. Statistic Prob.
Group rho-Statistic 1.078253 | 0.8595 | 1.034115 | 0.8495 | 1.070797 | 0.8579
Group PP-Statistic -1.03507 | 0.1503 | -1.13588 | 0.128 | -1.14237 | 0.1267
Group ADF-Statistic -0.05902 | 0.4765 | -0.56794 | 0.285 | -0.16401 | 0.4349

(EViews) uan !zl Jlerinls Caaldl slac ] (ya 2 jiuaal)
el G &y JalSS llia ) J o) LSy Jalall el jlaa)  daule V) ol 5 e dlaie Yl
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Gl Aai g s g el Al il yuriall 5 aged) ras a2V Al gl A8 @l s AT 5 )l
e 2 Y Ay oSV ralail) a8 A edaial) At 1) Judlul) Undll sl 3 i aladil sl
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(iall pUay) 5 8 il - Ll

O V) el ¢ paiall Lial) adl) e L fadiee il il ()€ HlasiV) 3l Hlall JSA
ol paiall Aiills am Aidaliie Cl pie (Dbl Jadis Lpie )l Judlall e aaiad 31 lasiV) 23
Qi o iy oadll e Ualii Al @l puaiall il i) dlaind ol Al ol 8 i)
o gl gaaill e oY ) il JSUe Gans - 3aill oda i (Ailaliiall Cl yaiall o 3ady 3l
(251 .= ¢1996 ¢an ) e ) & slladll (al al) Alliad #ilai e J geanll laca

sda Gukiry (AIC, SC, H-Q) lae Ao iV & canl <l yuaial Bl ¢UagY) 5 53 48 yeal g
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Jdo¥) zisaill LYiall pUay) 5 58 JLEA) il 1(10) a8, Jyaad)

VAR Lag Order Selection Criteria

Exogenous variables: C

Sample: 2013S1 2019S2

Included observations: 60

Endogenous variables: MVS ROA SIZE

Lag | LogL LR FPE AIC sC HQ
0 | 3172277 NA 6.06E-05 | -1.19678 -1.07983 -1.15259
1 | 1328765 | 1854486 | 131E-06 | -5.03652 | -4.568722* | -4.859740*
2 | 1438095 | 18.67716* | 1.21e-06* | -5.117063* | -4.29841 -4.80769

* indicates lag order selected by the criterion
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VAR Lag Order Selection Criteria

Exogenous variables: C

Sample: 2013S1 2019S2

Included observations: 60

Endogenous variables: MVS ROE SIZE

Lag LogL LR FPE AlIC SC HQ
0 | 1.780867 NA 0.000211 0.050797 0.167747 0.094993
1 | 104.7288 188.7378 0.00000422 -3.863698 -3.395898* -3.686916*
2 | 115.7286 18.79143* 3.90e-06* -3.947026* -3.128375 -3.637657

* indicates lag order selected by the criterion
aaal g c\.k.i\ 5y CailS ‘z;\l\ LA:\AS\ cu:.i‘ﬁ\ 58 dus (e Cptabad) s gaill & Salll) C.J}uj\ 4l
(12) a8 Jsaall (e 54 La G385
G i galll Yall pUay) 88 AR il 1(12) pd) Jgaad)

VAR Lag Order Selection Criteria

Exogenous variables: C

Sample: 2013S1 2019S2

Included observations: 60

Endogenous variables: MVS EPS SIZE

Lag [ LogL LR FPE AIC sC HQ
0 | -267.441 NA 15.71709 11.26836 11.38531 11.31256
1 [ -166523 | 185.0160* | 0.341633* | 7.438452* | 7.906252* | 7.615234*
2 | -157.924 | 14.69054 0.349168 7.455146 8.273797 7.764515

* indicates lag order selected by the criterion

Zdadll a8 Ll

VECM zisai (Al et el yriall oy Adal jla JalS5 ClEdle &3O 35a 5 il Johansen of L
e Baa) g Uadll omat 23 s yiing 3 (Lagi A8l i) daiDle JSYI iy (sl Uadll pmiiad
oV sl HlasiV) 85 Jiay (o2 Undll) sl aa Gy LedDA (e ) sl Jidaill < g0
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Vector Error Correction Estimates

Sample (adjusted): 2014S1 2019S2
Included observations: 72 after adjustments
Standard errors in () & t-statistics in [ ]

CointEql Cointegrating EQ:
1.000000 LOGMVS(-1)
12.21781 ROA(-1)
(2.22852)
[ 5.48248]
-1.397218 LOGSIZE(-1)
(0.21834)
[-6.39940]
25.43050 C
D(LOGSIZE) D(ROA) D(LOGMVS) Error Correction:
0.035460 -0.009143 -0.324497 CointEql
(0.02350) (0.01031) (0.05534)
[ 1.50895] [-0.88713] [-5.86400]
-0.012707 -0.008055 0.095653 D(LOGMVS(-1))
(0.02941) (0.01290) (0.06926)
[-0.43205] [-0.62451] [ 1.38115]
-0.117022 -0.401342 1.904084 D(ROA(-1))
(0.32127) (0.14090) (0.75651)
[-0.36425] [-2.84842] [ 2.51692]
0.110288 -0.133812 -0.597966 D(LOGSIZE(-1))
(0.12447) (0.05459) (0.29309)
[ 0.88607] [-2.45128] [-2.04018]
0.034337 0.001662 0.109639 C
(0.01521) (0.00667) (0.03583)
[ 2.25681] [ 0.24908] [ 3.06017]
0.083472 0.018202 0.011263 REPORT
(0.03444) (0.01510) (0.08109)
[ 2.42387] [ 1.20515] [ 0.13889]
-0.034742 0.008579 -0.077655 PERIOD
(0.02699) (0.01184) (0.06356)
[-1.28707] [ 0.72467] [-1.22172]
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0.152923 0.262001 0.424396 R-squared

0.074731 0.193878 0.371263 Adj. R-squared
0.614552 0.118208 3.407664 Sum sq. resids
0.097235 0.042645 0.228966 S.E. equation
1.955747 3.845999 7.987469 F-statistic
69.32341 128.6676 7.659430 Log likelihood
-1.731206 -3.379656 -0.018317 Akaike AIC
-1.509863 -3.158313 0.203025 Schwarz SC
0.043023 -7.64E-05 0.058849 Mean dependent
0.101085 0.047497 0.288760 S.D. dependent
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Inverse Roots of AR Characteristic Polynomial
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Vector Error Correction Estimates

Sample (adjusted): 2014S1 2019S2
Included observations: 72 after adjustments
Standard errors in () & t-statistics in [ ]

CointEql Cointegrating Eq:
1.000000 LOGMVS(-1)
6.327937 ROE(-1)
(1.01748)
[ 6.21923]
-1.535377 LOGSIZE(-1)
(0.21629)
[-7.09881]
28.44861 C
D(LOGSIZE) D(ROE) D(LOGMVS) Error Correction:
0.046622 -0.015705 -0.321121 CointEql
(0.02259) (0.01950) (0.05334)
[ 2.06399] [-0.80538] [-6.02050]
-0.006311 -0.009009 0.059679 D(LOGMVS(-1))
(0.02960) (0.02556) (0.06990)
[-0.21320] [-0.35251] [ 0.85375]
-0.143046 -0.379277 0.990366 D(ROE(-1))
(0.15743) (0.13591) (0.37175)
[-0.90863] [-2.79073] [ 2.66408]
0.097339 -0.248302 -0.486957 D(LOGSIZE(-1))
(0.12246) (0.10572) (0.28917)
[ 0.79487] [-2.34878] [-1.68401]
0.032862 0.001630 0.110226 C
(0.01505) (0.01299) (0.03554)
[2.18311] [ 0.12542] [ 3.10108]
0.087382 0.031709 0.004394 REPORT
(0.03418) (0.02951) (0.08072)
[ 2.55622] [ 1.07450] [ 0.05444]
-0.030421 0.003771 -0.091218 PERIOD
(0.02676) (0.02310) (0.06320)
[-1.13667] [ 0.16323] [-1.44338]
0.174807 0.265930 0.436140 R-squared
0.098635 0.198169 0.384092 Adj. R-squared
0.598676 0.446157 3.338135 Sum sq. resids
0.095971 0.082849 0.226618 S.E. equation
2.294909 3.924565 8.379482 F-statistic
70.26568 80.85146 8.401561 Log likelihood
-1.757380 -2.051429 -0.038932 Akaike AIC
-1.536037 -1.830087 0.182410 Schwarz SC
0.043023 -0.004242 0.058849 Mean dependent
0.101085 0.092522 0.288760 S.D. dependent
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Gl 723 gaill Undl) raaat 7 3 9 1(15) ad Jgaad)
Vector Error Correction Estimates
Sample (adjusted): 2014S1 2019S2

Included observations: 72 after adjustments
Standard errors in () & t-statistics in [ ]

CointEql Cointegrating Eq:
1.000000 LOGMVS(-1)
0.022280 EPS(-1)
(0.00461)
[ 4.83637]
-1.390523 LOGSIZE(-1)
(0.24792)
[-5.60876]
25.33793 C
D(LOGSIZE) D(EPS) D(LOGMVS) Error Correction:
0.019063 -7.056560 -0.293253 CointEql
(0.02337) (5.29336) (0.05679)
[ 0.81585] [-1.33310] [-5.16401]
-0.016398 -0.412539 0.120297 D(LOGMVS(-1))
(0.02952) (6.68847) (0.07175)
[-0.55541] [-0.06168] [ 1.67650]
0.000123 -0.173784 0.003255 D(EPS(-1))
(0.00063) (0.14199) (0.00152)
[ 0.19666] [-1.22395] [2.13678]
0.096168 -49.79877 -0.573462 D(LOGSIZE(-1))
(0.12600) (28.5448) (0.30623)
[0.76323] [-1.74458] [-1.87264]
0.036923 1.803247 0.103734 C
(0.01541) (3.49000) (0.03744)
[2.39673] [ 0.51669] [ 2.77059]
0.080173 5.291563 -0.004836 REPORT
(0.03522) (7.97905) (0.08560)
[2.27628] [ 0.66318] [-0.05650]
-0.039190 0.949191 -0.052518 PERIOD
(0.02707) (6.13166) (0.06578)
[-1.44795] [ 0.15480] [-0.79838]
0.134740 0.142829 0.373676 R-squared
0.054869 0.063706 0.315862 Adj. R-squared
0.627744 32216.93 3.707931 Sum sq. resids
0.098273 22.26309 0.238841 S.E. equation
1.686983 1.805142 6.463368 F-statistic
68.55880 -321.8925 4.619339 Log likelihood
-1.709967 9.135903 0.066129 Akaike AIC
-1.488624 9.357245 0.287472 Schwarz SC
0.043023 0.319583 0.058849 Mean dependent
0.101085 23.00802 0.288760 S.D. dependent
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Inverse Roots of AR Characteristic Polynomial
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