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The ability of financial indicators to explain the Firm’s financial performance: the case of
listed Firms on the Qatar Stock Exchange for the period
2014-2018
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Abstract:

This Study aims to test the relationship between a set of financial indicators (Traditional and
Modern), and the Financial performance of Firm’s Listed on the Qatar Stock Exchange, which is
considerate one of the most important stock exchanges in the Middle East and North Africa. The
study included a sample of 20 firms listed during the period from 2014 to 2018, The econometric
model used based on panel data approach.

The results showed that the estimated model explains 95% of the changes in stock Returns and
the results showed that there is a positive and significant relationship between financial
performance measured by Stock Returns, and the two indicators: Return on Assets and Market
Value Added, so these two indicators can be a reference for Stakeholders to make appropriate
decisions.

Keywords: Financial performance, traditional financial indicators, modern financial indicators,

Qatar Stock Exchange, Panel Data.
Jel Classification Codes:M10 ; L20.
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DependentVariable: R
Method: Panel Least Squares
Date: 02/01/20 Time: 19:16

Sample: 2014 2018
Periodsincluded: 5

Cross-sections included: 20

Total panel (balanced) observations: 100

Prob. t-Statistic Std. Error Coefficient Variable
0.0000 5.239314 2.413272 12.64389 C
0.0818 1.759395 11.76537 20.69994 ROA
0.4784 -0.711720 5.637532 -4.012347 ROE
0.0001 -4.130470 1.093807 -4.517937 ROS
0.0000 8.614660 0.007465 0.064306 MVA
0.0001 -4.082769 0.115872 -0.473080 SIZE
5.030300 Meandependent var 0.678004 R-squared
4.151579 S.D. dependent var 0.660877 Adjusted R-squared
4.661587 Akaike info criterion 2.417641S.E. of regression
4.817897 Schwarz criterion 549.4291 Sumsquaredresid
4.724848 Hannan-Quinn criter. -227.0793Log likelihood
0.557912  Durbin-Watson stat 39.58589F-statistic

0.000000Prob(F-statistic)
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DependentVariable: R
Method: Panel Least Squares
Date: 02/01/20 Time: 19:12
Sample: 2014 2018
Periodsincluded: 5
Cross-sections included: 20

Total panel (balanced) observations: 100

Prob. t-Statistic Std. Error Coefficient Variable
0.0008 -3.484374 2.419773 -8.431396 C
0.0268 2.259543 10.17174 22.98348 ROA
0.9369 0.079397 4.889159 0.388186 ROE
0.6823 -0.410914 1.346334 -0.553228 ROS
0.0001 4178145 0.006563 0.027423 MVA
0.0000 4.623690 0.124930 0.577638 SIZE
EffectsSpecification
Cross-section fixed (dummy variables)
5.030300 Meandependent var 0.963920R-squared
4151579 S.D. dependent var 0.952375Ad]justed R-squared
2.852784 Akaike info criterion 0.906010S.E. of regression
3.504077 Schwarz criterion 61.56401Sumsquaredresid
3.116374 Hannan-Quinn criter. -117.6392Log likelihood
2.231948 Durbin-Watson stat 83.48835F-statistic

0.000000Prob(F-statistic)
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DependentVariable: R
Method: Panel EGLS (Cross-section randomeffects)

Date: 02/01/20 Time: 19:15

Sample: 2014 2018

Periodsincluded: 5

Cross-sections included: 20

Total panel (balanced) observations: 100

Swamy and Aroraestimator of component variances

Prob. t-Statistic Std. Error Coefficient Variable
0.0856 -1.737194 2.204386 -3.829448 C
0.0437 2.044862 9.467782 19.36030 ROA
0.6118 0.509191 4.444299 2.262998 ROE
0.2673 -1.115831 1.114422 -1.243507 ROS
0.0000 5.371373 0.006125 0.032901 MVA
0.0023 3.132796 0.109566 0.343247 SIZE
EffectsSpecification
Rho S.D.
0.8603 2.248396 Cross-section random
0.1397 0.906010Idiosyncraticrandom
WeightedStatistics
0.892132 Meandependent var 0.541432R-squared
1.458846 S.D. dependent var 0.517040Adjusted R-squared
96.61800 Sumsquaredresid 1.013830S.E. of regression
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1.544339 Durbin-Watson stat 22.19715F-statistic
0.000000Prob(F-statistic)

UnweightedStatistics
5.030300 Meandependent var 0.390440R-squared
0.143457 Durbin-Watson stat 1040.108 Sumsquaredresid

EVIEWSY ol s - jieadd)
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Lagrange Multiplier Tests for RandomEffects
Nullhypotheses: No effects

Alternative hypotheses: Two-sided (Breusch-Pagan) and one-sided
(all others) alternatives

Test Hypothesis

Both Time Cross-section
79.66280 1.353578 78.30922 Breusch-Pagan
(0.0000) (0.2447) (0.0000)
5.434693 -1.163434 8.849250 Honda
(0.0000) -- (0.0000)
2.632955 -1.163434 8.849250 King-Wu
(0.0042) -- (0.0000)
2.872134 -0.959196 10.58412 Standardized Honda
(0.0020) -- (0.0000)
0.282312 -0.959196 10.58412 Standardized King-Wu
(0.3889) -- (0.0000)
78.30922 -- -- Gourierioux, et al.*
(<0.01)

*Mixed chi-square asymptoticcriticalvalues:

7.289 1%
4.321 5%
2.952 10%

EVIEWSY o s izl
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CorrelatedRandomEffects - Hausman Test
Equation:Untitled
Test cross-section randomeffects

Prob. Chi-Sq. d.f. Chi-Sq. StatisticTest Summary

0.0000 5 28.704316Cross-section random

Cross-section randomeffects test comparisons:

Prob. Var(Diff.) Random Fixed Variable
0.3298 13.825341 19.360304 22.983482 ROA
0.3575 4.152084 2.262998 0.388186 ROE
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0.3608
0.0201
0.0001

0.570678 -1.243507
0.000006 0.032901
0.003603 0.343247

-0.553228 ROS
0.027423 MVA
0.577638 SIZE

Cross-section randomeffects test equation:

DependentVariable: R

Method: Panel Least Squares
Date: 02/01/20 Time: 19:19

Sample: 2014 2018
Periodsincluded: 5

Cross-sections included: 20

Total panel (balanced) observations: 100

Prob. t-Statistic Std. Error Coefficient Variable
0.0008 -3.484374 2.419773 -8.431396 C
0.0268 2.259543 10.17174 22.98348 ROA
0.9369 0.079397 4.889159 0.388186 ROE
0.6823 -0.410914 1.346334 -0.553228 ROS
0.0001 4.178145 0.006563 0.027423 MVA
0.0000 4.623690 0.124930 0.577638 SIZE
EffectsSpecification
Cross-section fixed (dummy variables)
5.030300 Meandependent var 0.963920R-squared
4.151579 S.D. dependent var 0.952375Adjusted R-squared
2.852784 Akaike info criterion 0.906010S.E. of regression
3.504077 Schwarz criterion 61.56401 Sumsquaredresid
3.116374 Hannan-Quinn criter. -117.6392Log likelihood
2.231948 Durbin-Watson stat 83.48835F-statistic
0.000000Prob(F-statistic)
EVIEWS9 Slr s RN
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i Series: Standardized Residuals
12 Sample 2014 2018
o Obsenvations 100
104
Mean -2.52e-15
s | | Median -0.329983
Maximum 6.049109
6. Minimum -4.645422
Std. Dev. 2.355799
Skewness 0.458106
49 Kurtosis 2.900233
2+ Jarque-Bera  3.539153
. H H Probability ~ 0.170405
5 4 3 2 4 0 1 2 3 4 5 5
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