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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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Var(s) N  Mean Median SD Min Max Skewness Kurtosis
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
MAS 2036 0.001 0.052 0.123 -0.763  0.106 -2.742 12.109
MAS H 1531 0.054 0.063 0.028 0 0.106 -0.759 2.540
MAS L 505 -0.161 -0.127 0.154 -0.763 0 -1.520 5.463
Size 2036 14.528 14.410 1.669 6.215 21.637 0.547 4.734
LEV 2036 0.402 0406 0210 0.005 0.988 0.188 2.349
MTB 2036 2441 1.898 1.848 0.033 15.688 2.183 11.522
ROE 2036 0.087 0.096 0.165 -0.947 0.824 -0.825 8.427
Thol 2036 5.861 5882 0.584 3286 7.968 0.326 4.244
Vola 2036 0.052 0.051 0.030 0.005 0431 5.800 58.334
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
Auditor 2036 0.544 1.000 0.498 0 0.1 -0.178 1.032
LAge 2036 13.17 13.000 6.634 0.1 0.32 0.523 3.327

Foreigniny 2036 0.685 0.234 17419 0 786.190 45.070  2032.885

ROA 2036 2.619 2565 0.839 0.693  3.807 0.152 1.850

e 5al3S e sy Aladl Bubyudl b bl juitel] Al (2) Joaa o ik

Gyl Sl Z3503 B Al pnlu¥l sue 3505 pe J&5 dacugiall eud (L2 (Synch oged!
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38 ¢Sl gall @ilaaliie sae 33l pa 31 o8 Balpl B 2T el @b Ole cgasd]
wie —0.895 alig waiyl @3 Synchl dass ! g gl Jlosial wie ~1.049 dasugiall OIS
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155 Gl alliy Bigh HLSH Ganlyall 1S (e gl 1 IS8 (w5 03153
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OF Al s Les 8 13,170 dasugiadl by iLAge Bgadl B 4S,8) yoe yuiin
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Ayt Ol pdin (o Pearson (g o doldyl S Lelase

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

dusellaie sues

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

Kurt  -0.197*** -0.005 -0.112***  0.001 0.132%**  -0.073***  0.041* 0.180*** 0.242***  1.000

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
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Synch3 Coefficient errors t-value p-value
Constant -3.878*** 0.309 -12.530 0.000
MAS -0.770%** 0.187 -4.110 0.000
Size 0.110%** 0.017 6.680 0.000
LEV -0.242%** 0.122 -1.980 0.047
MTB -0.031%** 0.014 -2.260 0.024
ROE -0.026 0.147 -0.180 0.859
TVol 0.290%*** 0.042 6.910 0.000
Vola 0.524 0.821 0.640 0.524
Skew -0.189%** 0.025 -7.590 0.000
Kurt -0.060%** 0.009 -6.340 0.000
Auditor 0.104%** 0.052 1.990 0.046
LAge -0.004 0.004 -1.010 0.314
Observations 2036

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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