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Abstract

The research aimed to test the effect of the mediating role of the cost
of capital in explaining the relationship between financial statement
adjustments and the financial performance of joint stock companies listed
on the Egyptian Stock Exchange, during the time period extending
between the years 2013-2021, for a sample that included 98
companies with a total of 882 observations, after excluding companies
that It belongs to the banking sector and the financial services sector, due
to the nature of its specific activity, which makes it difficult to measure the
research variables. The path analysis method was relied upon in test the
research hypotheses. The results showed the significance of the negative
impact of financial statement adjustments on financial performance at a
significance level (1%), as well as the significance of the positive
impact of financial statement adjustments on the cost of capital at a
significance level (5%), the negative impact of the cost of capital on
financial performance is significant at (5%), the significance of the indirect
negative effects between financial statement adjustments and financial
performance through averaging the cost of capital at a significance level
(5%), and thus there is a mediating effect of the cost of capital in
explaining the relationship between financial statement adjustments and
financial performance. Because the total effect between financial
statement adjustments and financial performance results from the direct

effect between financial statement adjustments and financial performance



in the absence of the cost of capital, as well as the indirect effect between
financial statement adjustments and companies’ financial performance
through averaging the cost of capital. This means that the cost of capital
represents a partial mediator between financial statement adjustments and
companies' financial performance and is not a total mediator. The findings
of the research may be due to the fact that adjustments to the financial
statements are likely to negatively affect the confidence of the financing
sources available to companies, leading to a higher cost of capital, and a
higher cost of capital leads to an increase in the costs borne by the
company. Increased costs decrease annual profits, and these in turn

negatively affect financial performance.

Keywords: financial statement adjustments, cost of capital, financial

performance.
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