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The impact of financial factors on Earning Per Share, A case study of a sample of
industrial companies listed on the Kuwait stock exchange for the period 2014-2019.
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Abstract: This study aims to find out the impact of financial factors and ratios which are:
“Financial Leverage (FL), Return on Equity (ROE), Finance Cost (FC), and Dividend Paid :
(Div)”, on the Earning Per Share (EPS), in a sample of 23 industrial companies listed on the
: Kuwait stock exchange during the period 2014-2019. To achieve the objectives of the study; the
Heterogeneous linear Panel models were used, through the statistical program EVIWES 12. The i
results showed that there is a positive impact of “FL” on the “EPS” with no statistical
i significance, while the other factors affect the EPS in different way according to each company
separately, and this is due to the Heterogeneity. The study concluded also found a strong :
explanatory ability with a statistical significance for the whole model represented in the :
. explanatory variables on the dependent variable “EPS”, where the value of the coefficient of
determination and the probability of “Fisher” were: Adj RZ— 0.9976 and Prob F-stat= 0.000.

Keywords: Earnings per share, Financial Ratios, Kuwait Stock Exchange, Panel Data Models.
i Jel Classification Codes: G10 ; G12 ; C33 ; C85.
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0.055599 0.017128 0.000655 0.000949 01
0.220999 -0.00847 0.000848 0.003944 02
-0.22504 0.063336 -0.00042 0.002282 03
0.141357 0.00287 0.002243 0.000317 04
0.149969 -0.0009 0.004388 0.001059 05
0.177629 -0.00153 0.000167 -0.000224 06
0.167688 0.000589 -0.00027 0.000952 07
0.024198 0.024472 19.19323 -0.000544 08

0.25807 -0.01825 -1.45E-05 -0.000897 09
-0.02778 0.023209 0.005402 0.002916 10
0.157224 5.02E-05 0.001277 0.000132 11
0.159866 0.000527 0.001739 -0.00019 1.19E-05 12
0.139948 0.004391 0.000251 0.000767 13
-0.05177 0.017323 0.021538 0.001033 14
-2.36086 0.108688 0.315725 -0.005543 15
0.065221 0.010295 0.006778 0.000442 16
0.225915 -0.00143 -0.0012 -0.001547 17
0.073451 0.024455 -0.01212 0.00169 18
0.173923 -0.00076 8.81E-05 -0.000499 19
0.179784 -0.00082 -0.00083 -0.000558 20
-0.04175 -0.00079 0.030388 0.001799 21
0.167016 0.000811 -0.00022 -0.000226 22
0.169333 -0.00081 6.32E-05 0.001658 23
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1. Elda, D. (2007). Return on Equity: a popular, but flawed measure of corporate financial
performance. south african journal of business management, 38(01).

@ Al 20 Y1 Andl Byl e B e Bkl Bl (Gl pad) e e Wil SUY g el (2003) ke sl 2
22 (A e el iz W Oles G

s ell aVag s 10 VI-Oles L linbiy sl JUI el (2016) 0L jpak .3

Loielly slad) ale Aeluall OS2l 2uad olsadly - Y DM s (EPS)esldi et 22, 531 ((2006) a2 Gy o 4
https://www.asjp.cerist.dz/en/PresentationRevue/275 .+ 2022 ,05 10 stszuV) myb .14 2mio ((03) 04 gt

A dagdl s 0k LA 56y . (1997) L i s als 5

S s tobes W Y bl (201T) L oulB et wslas L6

¢ ) aebiall oISl e 2hbs 2els F LY Clay tule e 2SI a6 (2021) L a5 gl 3 7
153-163 wiial (01) 710 sty itz . 2019-2013 2w 61, oles Gsm

sy el e s 103 (01 Jlasy) oldh otKall 2 2l 55Y1.(2010) L olie dast 5 ez b .8

Alndl el o Rdled By aedl B8y o Rhasdl Buad oliad e dalsel W ) 5T (2019) e ) e 9
Lo gV Bl sl 1 03,1 LOles doys (3 a2, Y)

Bl 1A Aoyl (3 Bl sladW) A gl 2k Je AL m by QU ISAL 36 2l (2009) Lah o Je 10

el 12 e I Y el (2001) L JU ibas i 5 sl Flall ez 11

esly all By ) il clinbily (o b LY hlazea Y 53] (2016) . fas dez 12

@ Al o)1 2l 2Ll oSl oold) vl Bgy e Ay Bzl ol e IS T (201 L aes I ot 13
RSN TS [ PR TN I D WP

) gl (S Al oles LS e 2 515 Y1 . (2008) L al ) e sain 14

sl el plas il (05l ¢ 3ga o) L Jlee ¥y JUI Ao b ltilly il ool (2010) . o)l 25 .15

A el 1 A el aadl LSl by plasnal A lal) O (3 L) Il &5as 2ulys (2007) L Ay 4y 16

(513 ) 2022 stk . 02 2] .07 i) siydll . Slod) dubldd " 0 ] vt gl e ”



— o] @ o d ) et l] S | 0 el D ] )2 R | Gy (ol et Joloadl il
2019-2014 b gl
;>N 7
il dod) slax ) s 1(02) o3y Jgus

EPS ROE FL DIV FC
Mean 0.022392 6.737681 0.555158 4.820503 5.397904
Median 0.014540 6.525000 0.271850 6.202400 5.743600
Maximum 0.294880 50.16000 2.661400 7.615400 7.459500
Minimum -0.150390 -51.78000 0.000000 0.000000 0.000000
Std. Dev. 0.047923 13.65811 0.673112 2.794214 1.581090
Observations 138 138 138 138 138

"ROE" jazall Sl jlast :(04) 0 Jgus!

g3l slnd) Lzt 1(03) o3y Jgud

Specification Tests of Hsiao (
H1 = Null Hypothesis : panel is homogeneous vs Alternativ
H2 = Null Hypothesis : H3 vs Alternative Hypothesis : panel
H3 = Null Hypothesis : panel is homogeneous vs Alternativ

Hypotheses F-Stat P-Value
H1 8.442888 6.95E-18
H2 5.586722 1.77E-09
H3 5.993694 5.39E-11

This program has developed by Brahim KHOUILED
University of Quargla, Algeria

Specification Tests of Hsiao (
H1 = Null Hypothesis : panel is homogeneous vs Alternativ
H2 = Null Hypothesis : H3 vs Alternative Hypothesis : panel
H3 = Null Hypothesis : panel is homogeneous vs Alternativ

Hypotheses F-Stat P-Value
H1 78.70672 4.32E-18
H2 47.61705 1.58E-15
H3 5.349786 1.14E-09

This program has developed by Brahim KHOUILED
University of Ouargla, Algeria

Div" jazdl st e :(06) o3y Jgud)

Specification Tests of Hsiao (
H1 = Null Hypothesis : panel is homogeneous vs Alternativ
H2 = Null Hypothesis : H3 vs Alternative Hypothesis : panel
H3 = Null Hypothesis : panel is homogeneous vs Alternativ

Hypotheses F-Stat P-Value
H1 11.78605 7.07E-23
H2 3.689464 5.50E-06
H3 13.08912 6.05E-22

This program has developed by Brahim KHOUILED
University of Ouargla, Algeria

ol e Caelizs last ((08) W3y Joddt

Lagrange Multiplier Tests for Random Effects
Null hypotheses: No effects
Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives
Test Hypothesis
Cross-section Time Both
Breusch-Pagan 13.69043 2.269192 15.95962
(0.0002) (0.1320) (0.0001)
Honda -3.700058 1.506384 -1.551162
(0.9999) (0.0660) (0.9396)
King-Wu -3.700058 1.506384 -0.232483
(0.9999) (0.0660) (0.5919)
Standardized Honda 0.054838 1.375589 -3.623163
(0.4781) (0.0845) (0.9999)
Standardized King-Wu 0.054838 1.375589 -1.851862
0.4781) (0.0845) (096801

) S\l 3gen i) s 1(10) @By Joud

Effects Specification

Cross-section fixed (dummy variables)

0.996102

N Ao0499

Root MSE

hldmmm Anmamdamb ime

0.002981 R-squared

A0 2 AAdbiictad D camiimemdd

L el o st :(05) by sk

Specification Tests of Hsiao (
H1 = Null Hypothesis : panel is homogeneous vs Alternativ
H2 = Null Hypothesis : H3 vs Alternative Hypothesis : panel
H3 = Null Hypothesis : panel is homogeneous vs Alternativ

Hypotheses F-Stat P-Value
H1 8.129666 2.39E-17
H2 0.623812 0.896478
H3 16.85948 2.60E-26

This program has developed by Brahim KHOUILED
University of Quargla, Algeria

"FC" jszald o) s :(07) 3y Jgu

Specification Tests of Hsiao (
H1 = Null Hypothesis : panel is homogeneous vs Alternativ
H2 = Null Hypothesis : H3 vs Alternative Hypothesis : panel
H3 = Null Hypothesis : panel is homogeneous vs Alternativ

Hypotheses F-Stat P-Value
H1 16.00305 8.09E-28
H2 4.734427 5.82E-08
H3 15.84937 3.26E-25

W ol Lt 1(09) W3y Jgud!

This prc
Univers
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Redundant Fixed Effects Tests
Equation; EQ01
Test cross-section fixed effects

Effects Test Statistic df.  Prob.

N7 44ANEE M AEY N ANNN

Nrace anntian C
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Test for Equality of Variances of RESIDO1
Categorized by values of RESIDO1

Date: 03/05/22 Time: 15:04

Sample: 2014 2019

Included observations: 138

Method df Value  Probability
Bartlett 3 0.716940 0.8692
Levene (3,134)  0.171868 09152
Brown-Forsythe (3,134)  0.046893 0.9865

50

40

elaa¥l o SV Bl Y1 Las) (14) a8 Jgaad)

Residual Cross-Section Dependence Test

Null hypothesis: No cross-section dependence (correlation) in residuals

Equation: EQO1

Periods included: 6

Cross-sections included: 23

Total panel observations: 138

Cross-section effects were removed during estimation

Test Statistic d.f. Prob.
Breusch-Pagan LM 319.5850 253  0.0029
Pesaran scaled LM 2.960065 0.0031
Bias-corrected scaled LM 0.660065 0.5092
Pesaran CD 0.341703 0.7326

el st st (1) o8y Jgus

0010 -0.005 0.000 0.005

Series: Standardized Residuals
Sample 2014 2019
Observations 133

-1.30e-18
4.88e-06
0013684
-0.013060
0.002992
0.074818
11.86660

Mean
Median
Maximum
Minimum
Std. Dev.
Skewness

Kurtosis

4521738
0.000000

Jarque-Bera
Probability

0.010

sl Y1 @M LY et 1(13) W8y Jgudr)

Date; 03/05/22 Time: 14:42

Sample: 2014 2019

Included observations: 138
Autocorrelation  Parfial Correlation

AC  PAC Q-Stat Prob

[ 1-0191 0191 5.1449 0.023
l 20,295 -0.344 17507 0,000
3 0.106 -0.041 19.124 0.000
1 401150234 21032 0.000
5 -0.005 -0.083 21.036 0.001

Tl ey el i) Ll 1(17) o3y g

16
14
12
10

O N B O ®

-0.0050 -0.0025

0.0000

0.0025

Series: Standardized Residuals
Sample 2014 2019
Observations 138
Mean 3.10e-18
Median 2.82e-05
Maximum 0.005805
Minimum -0.006441
Std. Dev. 0.002986
Skewness -0.088711
Kurtosis 2.193107
0.0050 Jarque-ﬁera 3.924687
Probability 0.140529
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DIV*(1=17) -0.001195 0.002129 -0.561391 0.5773

LA ol il gl 358 s (15) Jgusrt DIV*(1=18) = -0.012117 = 0.019800  -0.611987 | 0.5436
DIV*(1=19) 8.81E-05  0.000710  0.124038 = 0.9018
Dependent Variable: EPS DIV*(1=20) -0.000829 0.000756 -1.095910 0.2789
Method: Panel EGLS (Cross-section weights) DIV=(1=21) 0.030388 = 0.021146 1.437076 =~ 0.1576
Date: 03/05/22 Time: 15:43 DIV*(1=22) = -0.000221 = 0.001030  -0.214848 | 0.8309
Sample: 2014 2019 FC -0.000812 = 0.000928  -0.875478 = 0.3860
Periods included: 6 FC*(1=1) 0.017128 | 0.008272  2.070690 = 0.0442
Cross-sections included: 23 FC*(1=2) -0.008465 0.005053 -1.675274 0.1008
Total panel (balanced) observations: 138 FC*(1=3) 0.063336 0.143387 0441711 = 0.6608
Linear estimation after one-step weighting matrix FC*(1=4) 0.002870 0.001826 1571601  0.1230
Variable Coefficient = Std.Error t-Statistic | Prob. FC*(1=5) -0.000895 0.009080  -0.098620 = 0.9219
C 0166102 0.044390  -3.741921  0.0005 FC*(1=6) 0001531 = 0.001170 ~ -1.308013 = 0.1975
FL 0.000527 = 0.000417 1264276 0.2126 FC*(1=7) 0.000589 = 0.001021 0576415 = 0.5672
ROE 0.001658  0.000183 9.042523  0.0000 FC*(1=8) 0.024472 = 0.027027  0.905482  0.3700
ROE*(I=1) 0.000949 0.000195 4860860 ~ 0.0000 FC*(1=9) -0.018254 0.003420 = -5.337687  0.0000
ROE*(I=2) 0.003944  0.000202 1956150 0.0000 FC*(1=10) 0.023209  0.013939 1.665112  0.1028
ROE*(I=3) 0.002282 = 0.003002 0.760077 = 0.4512 FC*(1=11) 5.02E-05 ~ 0.001115  0.045027 = 0.9643
ROE*(1=4) 0.000317 0.000202 1571366  0.1231 FC*(1=12) 0.001739 0.001261 1.378771  0.1748
ROE*(I=5) 0.001059 = 0.000366 2893587  0.0059 FC*(1=13) 0.004391 ~ 0.001518  2.892315 = 0.0059
ROE*(1=6) -0.000224 0.000189  -1.181878  0.2435 FC*(1=14) 0.017323 0.012907 1.342118  0.1863
ROE*(1=7) 0.000952 0.000211 4519624 = 0.0000 FC*(I=15) 0.108688 0.131617 0.825795  0.4133
ROE*(1=8) -0.000544 0.000328 -1.657656 0.1043 FC*(1=16) 0.010295 0.005622 1.831272 0.0737
ROE*(I=9) -0.000897 0.000186 = -4.823695 = 0.0000 FC*(1=17) -0.001428 0.003546 = -0.402755  0.6890
ROE*(1=10) 0.002916 0.002819 1.034285  0.3065 FC*(1=18) 0.024455 0.018680 1.309105  0.1971
ROE*(I=11) 0.000132  0.000442 0.298586  0.7666 FC*(1=19) -0.000764 = 0.002013 = -0.379653 = 0.7060
ROE*(1=12) 1.19E-05 0.000197 0.060243 = 0.9522 FC*(1=20) -0.000823 0.001380  -0.596531  0.5538
ROE*(I=13) 0.000767 = 0.000186 4136223 0.0002 FC*(1=21) -0.000793 | 0.029975 = -0.026468 = 0.9790
ROE*(I=14) 0.001033  0.000766 1349587 0.1839 FC*(1=22) 0.000811  0.013167  0.061567  0.9512
ROE*(1=15) = -0.005543 = 0.001799  -3.080423  0.0035 Effects Specification

ROE*(1=16) 0.000442 0.000524 0.843048 0.4037
ROE*(1=17) -0.001547 0.001340 -1.154166 0.2545
ROE*(1=18) 0.001690 0.000399 4235191 0.0001
ROE*(1=19) -0.000499 0.000230 -2.168383 0.0355

Cross-section fixed (dummy variables)

Weighted Statistics

Root MSE 0.002975 R-squared 0.999333
ROE*(1=20) = -0.000558  0.000198  -2.813922  0.0072
ROE*(I=21) 0.001799 0.000624 2.884716  0.0060 Mean dependent 0.079784 Adjusted R- 0.997968
ROE*(I=22) =~ -0.000226  0.000259  -0.873385  0.3871 var LY
DIV 6.32E-05 0000698  0.090538  0.9283 \S,"a'r)' dependent 0.121488 regsrfs'si((’)fn 0.005210
DIV*(I=1) 0.000655 0.004837 0.135492 0.8928 Sum squared resid 0.001221 F-statistic 732.4841
DIV*(I=2) 0000848  0.001550 0546805  0.5872
DIV*(1=3) -0.000416  0.007990 = -0.052012 = 0.9587 Durbin-Watson 2.608510 = Prob(F- 0.000000
DIV*(I=4) 0002243 0001206 1859169  0.0695 stat statistic)
DIV*(I=5) 0004388  0.003753 1169283  0.2484 Unweighted Statistics
DIV*(1=6) 0000167 = 0.000701 0237715  0.8132 R e T 0055353
DIV*(1=7) -0.000272 0.000811 -0.335410 0.7389 dependent var
DIV*(1=8) 19.19323 17.70615 1083986 = 0.2841 Sum squared resid 0.001226 Durbin- 2.456817
DIV*(1=9) -1.45E-05  0.000712  -0.020348  0.9839 Watson stat

DIV*(1=10) 0.005402 0.007303 0.739621 0.4634
DIV*(I=11) 0.001277 0.004929 0.259008 0.7968
DIV*(1=12) -0.000186 0.000702 -0.264977 | 0.7922
DIV*(1=13) 0.000251 0.000700 0.358524 0.7216
DIV*(1=14) 0.021538 0.013285 1.621297 0.1119
DIV*(1=15) 0.315725 0.110894 2.847091 0.0066
DIV*(1=16) 0.006778 0.011399 0.594654 0.5551
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