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ABSTRACT

Impact of Managerial Ability on Stock Price Synchronicity:
An Empirical Study on Saudi Companies

Hemeda M. Abdelmageed
King Khalid University, KSA
Al-Azhar University, Egypt

Purpose: This study examined the impact of managerial ability on stock price syn-
chronicity in non-financial firms listed on the Saudi Stock Exchange.

Study design/methodology/approach: Managerial ability was measured using the
model proposed by Demerjian et al. (2012), while stock price synchronicity was as-
sessed through the logarithmic transformation of the coefficient of determination (R?)
derived from the market model regressions. Additional analyses included varying
the number of return observations, categorizing managerial ability into high and low
groups, and segmenting the study period based on the adoption of IFRS in Saudi Arabia.
Sample and data: The sample comprised 159 non-financial companies listed on the
Saudi Stock Exchange between 2008 to 2022, yielding 2,036 firm-year observations.
Results: Higher managerial ability is associated with lower stock price synchronicity
among Saudi firms. Additional analyses confirmed the robustness and consistency of
this effect across multiple model specifications, with a more pronounced impact fol-
lowing the adoption of IFRS in Saudi Arabia.

Originality/value: This study is the first to investigate the relationship between man-
agerial ability and stock price synchronicity in the Saudi market. It provides a com-
prehensive empirical framework and detailed analyses that enhance understanding of
this relationship in the context of emerging markets.

Research limitations/implications: The study was limited to non-financial listed
companies and relied on weekly return data and the coefficient of determination (R?)
from market model regressions as a proxy for synchronicity.

Keywords: Stock Price Synchronicity, Managerial Ability, Data Envelopment Analysis
(DEA), Kingdom of Saudi Arabia.
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Synchl 2036 -1.049 -1.113 1.238 -7.253 1.707 -1.360 6.841
Synch3 2036 -0.895 -0.894 1.102 -8.079 1.775 -1.054 6.134
Synch5 2036 -0.706 -0.708 0970 -5.456 2.289 -0.633 4471
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MTB 2036 2441 1.898 1.848 0.033 15.688 2.183 11.522
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Skew 2036 0.158 0.196 0940 -5.620 5.819 0.220 11.252
Kurt 2036 2.570 2221 2540 -0.955 20.800 2.836 15.682
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Foreigniny 2036 0.685 0.234 17419 0 786.190 45.070  2032.885
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Variables Synch3  MAS Size LEV MTB ROE TVol Vola Skew Kurt  Auditor LAge

Synch3  1.000

MAS  -0.076***  1.000

Size  0233** 0032  1.000

LEV 0008 0.156%%* 0298*%* 1000

MTB  -0.163***  0.035  -0.195%** (0.147%** 1.000

ROE 0.016  -0.059*** 0.082%** -0.120%** (.115%*** 1.000

TVol ~ 0.189*** (.075%** (.205%** 0.078*** -0.241*** -0.137***  1.000

e lie suas

Vola  -0.055*%* 0.066%** -0.186*** 0.065*** 0.171*** -0.100%** 0.147***  1.000

Skew  -0211%**  0.020 -0.058***  0.015 0.107***  -0.009 0.003  0.078***  1.000
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Auditor  0.125%** (.049**  0.415%** 0.224***  (.001 0.211*** 0.038* -0.116*** -0.020 -0.095***  1.000

LAge -0.001  -0.066***  0.028  -0.161*** -0.060*** -0.105*** 0.005  0.045** -0.036*  -0.004 -0.174*** 1.000

29



2y1Y) pslall g yadl AL

o]y (pal3g Ayla¥1 30E0 c Blles Loyl BBe 359 (3) Ui oo g
oSy Iy g oy (0.001) %1 iwe die Fysine LMl oia SIS L3y (-0.076)
SISal B el yac cpal3d Gauast e Jod ud 3,11 5yual plasl of s Liase Jsall
Jems G uaill cyapaaell 45,1591 5501 tu,;)\/c)i i 18y Ayl 3,5 S Bsgacd|
8y Sle oslaiel e 0sllE g (AS, A1 qgas pas ;8 ALl lagleal] (ulSel ju5a3 le
O Ll B3Me g9 Al poed O Al yull (38 Joual Laes Glid alyg (aladl 3gell
gl yacu cyal33g 2550091 3yl
e al35 st le Dyiae cdes 03 3ol @il (e of Liai dasdlyg
Wlgall elsilly Jola daly MTB 3y d) Aegdll ] A gead] Zall Aucd g cagenl]
AN =il e cllsg Kurt lgall mlo ya59 Skew
s OIS qguadl yace (el i3 MTB &ymaall 1) Aidgeall Al ducsd oy 2l —
dadl ol Slegad! @l alS,all of Lo Jao b %1 Goiws die Eginag (-0.163)
Loy alosles Gle Lglgin ] o Ly eaadl jaw (al33 auass ) Juas MTB
ASLaI Glaglaadl o2 Lle (g pained| aingd (Fgeadl cilaglas (e Lajiad Al
Byl wilaslas (o ST
sie Lginag (-0.055) Llles cilS wguall yauw cral3y Vold @eall ClE s TN -
Llals cilaglas (et Lo LIS aapoll clinl) ol gl o (uay Lo« %05 (g 5ine
) yaca (yal33 Ay L ¢ Geadl 8y Leloliiyl Canas) Law Al o
e Liginay (—0.216) Allew OIS @geall yaew (ol 33y Skew 5lgall 53l s BNl -
0552 1B (0 3all Jilaie i Layss rglsd 1 IS, o ] e Lae %61 5 s
el s (yal33 Sl Las <Gl Gilaslas s 5ime Lgaad
Lsiney (-0211) Al cilS qguall yaww pal3Sy Kurt aSlgall mbo s oy 4331 -
oSl 1B Aalae Y1l g saletl &yl @Sl O ) i Las %1 (S gene aic
el s (el 33 Sl g (251 cleslend Bl
el s cral33 3315 e LT Ugine (6,391 il iiall ey culee ills e Sl ey
s A sl e Aty Auditor g yall g 539 TVol Jolaidl qe g oSize 3,50 @m a9
e Higinag (0.233) Limge cilS wgeadl s (ol 3y Size 3,801 o (o M)l -
Gl o el al33 G Juss Lo SV lSy01 0T Il yelid Lea %1 (e
dye g SIS Al Anyliad puaded 35S IS 381 0T 5,55 pe ke Le 59
AL Bgeadl Jalgay Layils

EX



denllase oo

e Li}.;.l.Aj (0189) A ga oIS {Q.@.A.u.” s (yal 359 TVoL Jglacd! = O AMall -
Ldlas ST 3y B3 e V1 Wl @l @l 001 I iy Las %1 S5icns

Lijj.«.nj (0125) a.o-}a cals {‘\'G-‘-“J‘ e C)'“}Jﬁ Auditor B-‘).dl &54 O LMl —
Lanlpall (OIS (o Leallsd a3 U1 IS8l oF G e Les %1 Sgiens wic
sl laslas o BLusl YT Lgages yacs SIS5x5 (55 13 (LS
L Led Lol V1 cdhalas cpglsl wad (6,3 V1 la Il ol yiaiell GBL Al La
Aadl oy cegeadl yaen (el 35 g Lok sty Slad 581 Glid )y Las t205ine ud
A gl e wling (LAge 38,30l yac g ROE LS 3gda e SSlally LEV 2LsI

o LT Y1 (0.008) dux 50 OIS @guadl yaew (ol iy LEV Lladl Zadl 1 o 433021 -
Al @Vl Gany B (635 43 ALl Aadlll playl OF N el Les t8sina 0S5
OS5 o Tl Al 1 o)l 0 (pm ALl i gomd olmi ¥ g pLuad ¥l o 5hedl 5003
Jalmill e Y1 e il pdl Joms Biall 3 gl pres (pal33 yads S 3,55
il ala

(0.016) Lux 50 ilS gead! yaw (palis ROE ASLeIl Byim le alall oy 233l -
3ygpally Sy ¥ il s o Blall s o I i Les t85ine 0S5 o LT Y]
Lalgizme 57 ilgipumsns days o1 Bgull 35001 Lgaldds il @leslaedl 5is3 Gote
edd dad g By il y pud mgedl pan (4133 Gle 0,51 Jazmy Le G sill laslas]
A 5T ISyl Lty ¥l salias o MY dagday Am il ola
A pell Eomy I @l @IS EN G i pladYl olales 2

0S5 o LT Y1 (<0.001) Ales 1S wguadl yauw cral33s LAge 35l yac oy A3M —
e sleiel Bays le minly 31 40 gl £33 Slsies e 1 Gl edy Les tisins
Al oia yds (Saall ey Fgead] ilaglas (o Uy oLl culaglasl! e @ged|
-zl B3gn of Loladdl (e el ginn (Il 8ygpnlly @D ¥ 8,801 jee ob
Ayl (g yB YL g W Jlom
el ¥ 7350l uyu=yt (Hausman, 1978) Hausman Test Lo é);); Gl
Random Effects 4ilgiall wl ) 51 z35439 Fixed Effects il a\ﬁé‘uzjl T3S O
05031 3503 (s B3Ol Sl o(4) Aalaall 3 31501 lami¥l £3ged Guls ie clldg
e Baguoyall yui Bgyall OIS 13) Le pamal HLas Yl s Jexiady egeadl yaw alilg
2 ol Guliall islea¥) Lasdla plosal ¥ ol Aldieuel] el yidialls Aadiye culS il
.Panel Data dia 3l Laladodl cbLodl Juloes

o]



2y1Y) pslall g yadl AL

st Loe %1 ggiws e digine dad ag (Prob > chi2 = 0.0000 4ad cal a3,
Wasipe pud Bagumyall ;ud Borall OF G yidy @M1 LI Griuall (oyall a3y I
SV S Al S0 z3ged wedel (Il (Gujarati, 2014) il ol il
Sl yall 3,5 s Sl By yall yud AL paSlianll b @Sl posw 3 tesdhe
Al S 23 10 I B el lamiY Z3ges £S5 (4) Jas (e

el yaas cyal 33y Lyla¥1 3,00y 33O LAY

4 Jga>
Ay g Hlaom3 N Jokom Sl

Standard

Synch3 Coefficient errors t-value p-value
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R’ 0.149 Adjusted R’ 0.144
F-test 32.080 Prob > F 0.000

wxxp < 0,001, **p < 0. 01, *p < 0.05
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Synchl Synch5 Synchl Synch3 Synch5 Synchl Synch3 Synch5
Constant ~ -4.422%%% 3 287#%k 4 627+%% 4 236%** 3508 K* 3 FFwkx D 212Kk ] Q45%kH*
MAS -0.921%%%  -0.676%**
MAS H -1.410 -0.784 -0.436
MAS L -0.725%*%  -0.638%*  -0.540%*
Size 0.124%3% (0.092%*%  (.137*%* 0.122***  0.100***  0.090**  0.080**  0.073**
LEV -0.343**  -0.176 -0.217 -0.142 -0.114  -0.839%**  -0.694%**  -0.459%*
MTB -0.043*%*  -0.032*%*  -0.042* -0.020 -0.024 -0.052*  -0.067**  -0.054%*
ROE -0.100 -0.043 -0.152 0.027 -0.001 -0.077 -0.249 -0.207
TVol 0.344%3% (. 257%%%  (.351%%*  (.313%F*  (.280%*F*  (.265%* 0.125 0.115
Vola -1.439 0.294 -2.808 -0.844 -0.643 3.504 5.555% 3.622
Skew -0.231%F% -0.166%**  -0.197*** -0.157*** -0.135%** -0.367*¥** -0.326%** -0.306***
Kurt -0.052%*% -0.046%** -0.040%** -0.052%** -0.038*** -0.076*** -0.072%** -0.058***
Auditor 0.133**  0.078* 0.110* 0.097 0.086 0.169* 0.110 0.037
LAge -0.002 -0.002 -0.001 -0.001 -0.000 -0.010  -0.017**  -0.012*
Obs. 2,036 2,036 1,531 1,531 1,531 505 505 505
R’ 0.161 0.141 0.147 0.138 0.131 0.247 0.234 0.208
Adj. R 0.156 0.136 0.141 0.132 0.125 0.231 0.217 0.190
F-test 28.30 29.06 18.95 18.26 19.93 17.88 14.99 14.70
Prob>F 0.000 0.000 0.000 0.000 0.000 0.000 0.000 0.000

*Hkp < 0.001, **p < 0. 01, *p < 0.05
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