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Information Asymmetry and its Impact on the Cost of Capital
A study in a Sample of the Kuwait Stock Market
Abstract

The study aimed to measure the effect of information asymmetry on the cost
of capital for the research sample, and the research problem was “Does the Kuwait
Stock Exchange disclose its information accurately and in a timely manner?” What
is the effect of information asymmetry on the cost of capital for companies listed in
the market? On this basis, the study assumed “the existence of a statistically
significant effect of asymmetric information on the cost of capital.” The study was
represented in the Kuwait market, where the quarterly data published in the stock
market was adopted for a period of (9) years for the period (2012-2020), and thus
becomes The number of observations (36) views, the data were analyzed and the
ARDL model was used to measure the effect of the explanatory variables on the
responsive variable. In the short and long term, the study recommended that
companies should pay attention to indicators that diagnose the problem of
information asymmetry, reduce the information gap between management and
shareholders, and work to reduce the cost of capital by reducing information
asymmetry.

Keywords: Information A Symmetry, Cost of Capital, Behavioral Theory.
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sl <l ) 1.725558 0.507280 0.156853 0.531787
o) A Jlns 0.611078 0.057898 -1.022709 0.580844
TRl e 2.122600 1.605446 3.155809 2.258301
Glaalial aae 36 36 36 36

(Eviews10) gty phaaiuly gliialdl dlae) (e Jsaall 1 jiaall

Jara gyl Gl (Jslaill aan) <l pidipe L) cilia g 31wl (1) Jsandl (e yeday
A pal dul Hall b deadial) als it (Ll Gl ) AlSH) 5 Aliiise <) juriaS (aged) O 50
Caalidad el (Yo Y 0V 1Y) 32l (YY) 05 sl e yoal) ass iy b 3) ccy oS
b (5 Jlure Bl a5 (-0.753925) b s sias 5 ¢(-2.82382) 4 (15 (2.80958)
A i) oy Sl Ll L mes (0.611078) &t o) i1 jlsma 5 (1.725558)
dad 5 ¢(1.008306) corl dad ef (X1) Jslaill pms di5e Ll ¢(2.122600)
Jberas (0.507280) -k s buna 8l a5 ¢(0.189121) ¢l das sims 5 (-0.519941)
Uidbs o s (4 ¢(1.605446) Al ) UL mllis lasa 5 (0.057898) ¢ 5
- e sier 5 ¢(-0.565268) e 315 (0.013460) ol Aad (el (X2)
Jhmes (-1.022709) & o) 5391 Slma s (0.156853) s s bena <3l il 5 ¢(-0.042268)
Caxly 3) daf e T (XB) gl 0153 Jaxe IS5 (3.155809) Ay sival) ) i) xbali
§ e Byl 5 ¢(0.072912) & davs sias 5 ¢(-0.580844) Aad (3315 ¢(1.324384) «ied
sl gy clbal) bl a5 ¢(0.580844) o) 511 Jxas ¢(0.531787) i
.(2.258301)
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sAadlall () 00 a9 ga (B Jlall Gl ARIST B cila glaall Jilad pae i ik
2y oS0 Al g b Jlal) il ; 4RI L e glaal) Jilat ane AT o 6Y) colhaal
A g paal) e puriall At ) Aluadiad) Ay ) i) LA ol

A g0 JS0g e g yaall Arg H V) <l purial) e i S5 cAlalidl) g ) il and ol
VS 5 ((Unit root test) sas sl jaa ladl) 5 Alulid) oy 5y 5k e Glldg Gas e
shaagl) jia Ll g ide JS Adudid) a ) )

X1 w2
=
1.0
o.o
-a.
. -
H s zois T 15 z = 4 = =
pec =
~=
=
= T T T T T T T T
2012 2013 2014  201E 2016 2017 2018 2015 2012 2013 2014 2015 2016 2017 2048 2018
¥
2012 2043 2014 015 | 2018 | 2017 0 2018 | 2099 | 2020

(5351! é}uuﬁz\:t.u)!\ Sl 3.,,:)\)3’.':“\ QD LA
(Eviews10) gt p plasiuly liialll dlae ) cpe I ; juaall

AL G5 oS (B g (A8 e

:Philips-Perron (P-P) ¢sum -oald JLad) ¥

Ja) Janion s ((ADF) JLESS (g paall 3 e il (8 38 ST (P-P) i) 2y
Aoy et 1 Ll 4 il (e 333 3 331 5 Jumdl 43,8 03 (P-P) 5 - ol
O SR S il S «(ADF) il e Ui Jia s (P-P) ls ial yaial o s I
o L il JS1 1(1) I Ll e (Level) s siwal (e i) Lol ciediia
(Y Jsaal)
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L) 310 oSl g (B (P-P) Cam ol LA @il (2) Jssad)

4 JltaY) s
Variables Level (ssiwall) 1%t Difference (Js%) @il
il pdall ADF Sig. Result ADF Sig. Result
Y -2.504161 0.1221 No Stationary | -2.902730 | 0.0541 Stationary
X1 -1.115965 0.7002 No Stationary | -2.432050 | 0.0163 Stationary
X2 -1.818593 0.3664 No Stationary | -2.084053 | 0.0371 Stationary
X3 -1.134833 | 0.69255 | No Stationary | -1.865414 | 0.0599 Stationary

(Eviews10) gty ahadiuly liialll dlae ) (e Jgoall 1 jiaal)

:(WACC) Jlall Gl 4S5 pia g cila glaal) Sl pie Gy ol ) ABde (i 1Ll

Alal) () 5050 oS (§ ga (B A ) ) e Gy Tl ) ABNe il (3) J g
Covariance Analysis: Ordinary
Date: 06/29/22 Time: 11:55
Sample: 2012Q1 2020Q1
Included observations: 33
Balanced sample (listwise missing value deletion)

. - . . Jglail) aaa Tl ala ped) Gl Jara
Aalizall psrial) Gila glaal) Jilad ase X1 %2 X3
A4S el %“)14‘ Correlation -0.693817 | -0.096387 -0.656353
Y el sl Probability 0.0000 0.5936 0.0000

(Eviews10) gty phaaiuly gliialdl dlae) (e Jsaall 1 jiaall

(X1) Jshaill ama yudal) Horiall (o Le Ao 483 i of (3) dsaall gl
Jalae dad A0V @lla g () Jall (al 5 4GS (55 gl e el Jas siall dainall joriiall
«(0.05) e J31 (-5 (0.000) 4z sina (5 sisar s (-0.693817) & sbosa iy (1 b Y
Lo giall aaiaall juaiall 5 ¢(X3) peend) G50 Jane podall piaiall (e dpule A8 lia
4 glose @ ygds N Dl V) Jalae dea A0V @13 5 (YY) Jlall Gl AISH (55 sall e sl
L)) dBle 22 5 Y (us 4 ¢(0.05) e JB 025 ¢(0.000) 4 sina 5 siars «(-0.656353)
el IS (55 sall e all o i) adinall jniall 5 ¢(X2) il Glals e IS G Ay inse
Cre ST Aads 5 ¢(-0.096387) ol Aasbana e (1 Adlaia¥) Aail) A1 el ((Y) JWal
.(0.05)

slal) (pul ARIST (B il glaal) Jilad aae 5 Jala g (il (CIG
:ARDL 4dkall dia 3l < gadl) 3 A1 asiV) g gall LSS |

) Giala oJ gl ama) Al <l poritall dyie 31 Jusdlad) ¢ oS SLaal a3 o ey
S Lgasan Of o5 el oiaS (Jlal) Gl ) 28K e ) T siall) 5 ¢((agend) )52 Jana
<ARDL g3 sail S8l (ke (pa LSS Lo 52 Vs 555 1(1) J5¥) G-l 2 5 s
T35 13] s i W a5y (4) Jsaadl
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AL (315 s0 cugSl 5o A ARDL gisgadl JLsd) @il (4) Jgsad)

Dependent Variable: Y
Method: ARDL
Sample (adjusted): 2012Q2 2020Q1
Included observations: 32 after adjustments
Maximum dependent lags: 1 (Automatic selection)
Model selection method: Akaike info criterion (AIC)
Dynamic regressors (1 lag, automatic): X1 X2 X3
Fixed regressors: C
Number of models evalulated: 8
Selected Model: ARDL(1, 1,1, 1)

Variable Coefficient Std. Error | t-Statistic Prob.*

Y(-1) 0.479207 0.120457 3.978230 0.0006

X1 2.834083 1.263761 2.242579 0.0344

X1(-1) -5.635053 1.757875 | -3.205604 0.0038

X2 -14.62183 2.450097 | -5.967857 0.0000

X2(-1) 12.90717 2.078947 6.208515 0.0000

X3 -5.451213 1.309889 | -4.161583 0.0004

X3(-1) 6.992294 1.523487 4.589665 0.0001

C 0.062723 0.094348 0.664804 0.5125
R-squared 0.975026 Mean dependent var -0.372566
Adjusted R-squared 0.967742 S.D. dependent var 1.751870
S.E. of regression 0.314645 Akaike info criterion 0.737572
Sum squared resid 2.376029 Schwarz criterion 1.104006
Log likelihood -3.801147 Hannan-Quinn criter. 0.859034
F-statistic 133.8577 Durbin-Watson stat 1.5945641

Prob(F-statistic) 0.000000 |
*Note: p-values and any subsequent tests do not account for model
selection. | |

(EViews10) g=bi n aladiuly Glialll slac) (e J gaall 1 jiaall

AL 5 ) gy el sUadY) il 3 sy o 8 ARDL el 0k (4) Jsaal) s
Agsall @ priall Lal 3aa) 54 53 (Y) i) nciall e 30 elhag) da o culS 3 o) il
(Adjusted R- ol gl oy glal a8y ey elday s o Led aa 5 (X10X2:X3)
sl (o8 Jaalall il (e (%96) md 28 Ak ) aieS (X1eX26X3) b squared)
o (%96) O LA I zsaill (AR 2 AT delse Y 2525 (%4) s «(Y)
Slaial (5 siue die (F-Statistic) Jbia! Ll (i) iy suill o il @l il 3,8
Aibany) Aalill (e 3 5 I 4 ginall e i 68 (%5) e J8 (Prob=0.000000)
e n 2351 O sy 12a 5 (1.594564) Leiad casly A (D-W) plms) iy
(Il Jals 5y Al
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HE SIS e
Akaike Inform ation Criteria
2.50
b4
2.25 :
2.00 : I
1.75 | I :
1.50 | T i : : I
1.25 - : 1 1 | |
| | | |
1.00 T I I I I I I
! I I I !

0.75 | 1 |
| 1 I I I ! I

0.50 "I | PR I | L
= = ) = ) = ) g
— — - =) =] =) - =)
- g ol a - ol a g

Cu oSl (G g B S Claglra jlaa (2) J&
(Eviews10) gl cla jie ) Talital glialll alae ) (e JSE ; jiaall
L) (31,5 Cu g (Bgm B a3l pUaY) Sl i () Jgsad)
Model Selection Criteria Table
Model LogL AIC* BIC HQ Adj. R-sq Specification
1 -3.8011 | 0.737572 | 1.104006 | 0.85903 0.967742 | ARDL(1¢1c1¢1)

(EViews10) g=bi n aladiuly Glialll slac) (e J gaall 1 jiaall

il Lea IS ) (2) JSall 5 (5) Jsand) il i
(e steall J3laS aae ) i) uriall o Jo shall Jal) A83e G jlal Qi) 73 5alll o) -
iz dsaill sa (el Gul 5 A8 (5 gl e yal) o giall) el yuiiall

Selected Model: ARDL (1,1,1,1)

3 «(Akaike Information Criteria) <t slaall SWSI jliaa gilis e Talaie) @lld
32h A 73 gl 525 ¢(0.737572) caaly ad s el 13gd Ao J81 cllia) JiaY) £3 saill f
e (XL X2 eX3) & asiall ol jaiall (1) 23y sllal 5 acinall sowfiall (1) 2any el
sl

:Bound Test & sidiall Jal<ill 3 gaad) L) pilii ¥

Ja¥ldlsh 455 5 48e 39 g 53w 44 nd Bound Test 2saall jlal axiig
AlEiine O puatieS (agadl O )50 Jame ) Gl oJgladll ana) o (i JalS5 2 8 )
35aa g F dibian) oo 4 Gash e el yuriaS (L) Gul ) 46088 eyl ass siall)
i) sl 8 LS clall 5 Llall da el adll
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AL 31530 i o<l (5 8 Bound Test dgaad) JLid) @il (6) Jgaad)

pdicual) Alaal) LEAY) 44 gunal) dasdl) (Aial) ) pitial) 330)
Test Statistic Value K
F-Statistic 8.5292728 3
(Critical Value Bound) sl saall sl
4 sl (5 e 10 Bound 11 Bound
10% 2.37 3.2
5% 2.79 3.67
2.5% 3.15 4.08

(Eviews10) gty ahadiuly liialdl dlae ) (e Jsoall 3 jiaal)

O ST 2 5(8.529272) il dpuiad) (F-statistic) ied Of (6) Jsaall a5y
i L ((%5) 4y siza (5 sinse e (2.79) ¢(3.67) Ll 3 (5 yraall 5 oadaall 44 sanl) Zagdl
Ao 25a g (sl b JalSEABe d5ay ay 1305 ALl dpum il J s 5 paall dpm 8 b
SV sk i) 5
aial) e Uadl) praaual Jalaa g (JaY) 3_aad) 5 akall Cilalaal) jLd) ¥

el il aaa e S Jal e il dal) cilales 085 JLEAY1 138 s gy
o Jralae ra g LaS Ja¥) ol Sl £ g5 auaa e Sliab caalil) el A Sl
A im0 (7) sl 0 s I Jashall Ja) 882 5al) e us Undl)

Adlal) (3 g0 g oS (8 g (B JaY B el Cilalaa s il (7) Jgaad)

Variable Coefficient Std. Error t-Statistic Prob~*.
C 0.062723 0.094348 0.664804 0.5125

X1 -2.800969 0.770881 -3.633466 0.0013

X2 -1.714654 0.604894 -2.834634 0.0092

X3 1.541081 0.523709 2.942628 0.0071
Coint Eq(-1) -0.520793 0.0000 -0.520793 0.0000

(Eviews10) gt p aladiuly lfialll dlae ) (o Jgoall 3 jiaal)

3 ¢zl Jal1 8 Jiial) joniall Cilales a5 il Gat (7) sl Gasb oo

) (P-Value) Aflaia¥) dadll ¥y ey 5 (XLeX2) 5 (Y) O oS 5l Jsaall a5y

Jalsall elis aa N5l e (0.05) o J3 25 (0.0092) ¢(0.0013) () 4 sbase & sela

(0.0071) dllaia¥) adll Ay elld g gk 5l aa g (X3) Lsactall dpsaills el 4545 5 AY)
(0.05) i el el A

Al s sl @ld a(Coint EqQ) Uadl) memasd Jalas dad of ) Jsaal) il gl

3 (0.0000) <ualy A5 A dagll ) ol 4, sine Aol 038 5 ¢(-0.520) il 288

slladl (1 (%52) 43 ) i Al o2 o) Lele (3883 38 J5Y) o 80 (f (51 ¢(0.05) (s i

o B sall dal e el g iy Lin Abiaial) e 3l 305 8 Lgaaaial (S il JaY)
JaY) dish 8 515 gasl
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2(daY) AL gh) 5 akal) cilaleal) jLd) ¢
il aaa e 8K dal e doshal) dal) 8 Claledl) 58 mia gy HLEAY) 12
Jsaall 8 LS (Ja¥) Jygha Ll ¢ 5 apad e Sl (i) i) e dliiall @ jusiall

(8)

Aallal) (gl cupSll Gom (B Jal) Al sh cilalaa i il (8) Jgaal)

Levels Equation

Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob~*.
X1 -5.378280 0.904912 -5.943430 0.0000
X2 -3.292392 0.926618 -3.553126 0.0016
X3 2.959106 0.921980 3.209513 0.0038

C 0.120437 0.188851 0.637734 0.5297

(Eviews10) gt » alaaiuly glfialll dlae ) (e Jgoall 3 jaaal)

Jsaall g 3 (Jyshall Ja¥1 8 Jiisal) il Cilales i il (8) Jsaall jeday
(0.0016) (0.0000) Lgias aals & sina dblaan) 2123 (X1eX2) 5 (V) (a2 oSl Ll
saalgan g ey (X1) sl aaa 3505 O ol dals AN ol sl el pe N5l e
e Jn 1385 an 5 (5.37) Ll (Y) Jlall Gl A4S eyl Jas giall (aléds) ) (5350
S 5l & Jlall (ol 4S5 (e Iy (o gas 438 (3 gud) 3 Cpalalaiall J sl i) Al b 45
33 ) ) 350 g Baal g Ban g lales (X2) gl Glals (alias) O) 5 6§ gudl (8 A jadll
B3n 5 (3.29) ke (Y) Jlll () Al eyl s il b

sl ¢ lia O G o) 3l 5 anll al sf damy 0 Glala o ) @l (8 Candl 3 gry
Gab e Gl 8 Gulalaiall e S5y La 12a 5 el Y (e dagae Claslae a5 5l
O clalaidll L;ucu,\ﬂ e 55 e Q) Lo agaad ) s A8ISS 01 338 cagual) o) 35 a
ol ot il 850l ) (Al (g5 s Baal gBan g lakay (X3) pgnd! Ol ss Jara 82l )
NSOM\@*NY\M&J\J}M\&L Ju 138 5 a5 (2,95) e (YY) JWl ol dalal
3 )55 ) 3 gan g cdadlall (3) 5 DUy <) B B Aa aall s il 8 ag.u‘}“ 2ae 2l )
e Al Flady) ) Al A8 i) s e slaall e ZlalYl (w-t-z oS (35
A Ao ) iy 8l UL 25 38 13ga 5 o3 gaall Jae aSad ) il g8l 5 il il dua yi
L) i g Alnall g Aalil) ol ppaciall (L) o) g drada eaa 5 (9) Jsaadl s ) jall

Adlall ()5 6B Cu g (8 gau (A Al Al i piia G JaY) Jaghe LN (9) Jgaad)

Al jads dy Jalall ysial) Salrall ykial)
STl gy il il jall g SIS0 Gl g ola L 8
OEAR 033 3 ) lgias oS ol A ass i e (XLl o (Y) WACC
ST ) A el il jall g Sl Gl e el Lo s g .
LTV L) gy e o S sy | S | X2 | (V) WACC
G A il Gl jally ShY ae Gl els Lo s
Q\JJ;\ijldﬁsz&@L)\aﬁjuﬁl T
e Jin sy Jalal) ZLadil auy cu Sl Gaw O | sk anse f‘@"“lux’; (Y) WACC
‘!gk_u\.ﬁbun uﬂ&tm)\wdﬂ‘@ww\ ( )
.(Y DA ew;)l\.\.\s:) d}uﬂ
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25 akall (B gall Apandldal) <l JLEaY) ¢ ) sla

AL LY 8 Lede Jganll il 48 5 daa (530 (pe S im jal
oty LS 5 D Y Aagall LSl il LAY (i o) pa) oy igas
:Serial Correlation LM Test (5140 Jabg 31 A< jLad) ||

(&8 sl (S Tl V) Al (ye okl 3 5ai) A (530 (pe ST HLEAY) 128 padiiy
il LS

Adlal) () 5600 CugSh) G gm A LM I Bl Y Al LA il (10) Jgaad)
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 326.9978 Prob. F(2 <22) 0.8764

Obs*R-squared 30.95857 Prob. Chi-Square(2) 0.6543

(Eviews10) gebi_n Gils jae e dlde YU Glialll slae) (e Jganll 3 jaaall

(F-statistic) aad (b Laadly 3) ¢ I Llg )Y ASie jlia) i (10) Jsaall sy
Asngpae n 1385 «(%5) (= ST a5 (Prob = 0.8764) caaly Alaial (5 siuse 2ic
Cliall oy Jal ) Al dsm g pie o (el i) adell Ao i Jih U g o313 Ll ) 4S5
A sliall Slgiall G Jali ) Al Ee 25 g o (il A ALl Apa jll (b 5 A0 sall
ARDL g2 sail gilii 48 5 jay JLia¥) 1aa

:Heteroskedasticity Test (ARCH) ¢ulbidl) (il ase Al JLEA) o
Sl ol Cadlial Aia (e a8l 23 gadY) A (gaa (e LD LAY 138 padiiy
(ol Lad i ge LaS
Cu oSl Gom A ARCH (bl idid) ASdia LA guilii (11) Jgaad)
Heteroskedasticity Test: ARCH

F-statistic 3.118077 Prob. F(1:29) 0.0880
Obs*R-squared 3.009532 Prob. Chi-Square(1) 0.0828

_(Eviews]_O) G.Auﬁ Gla A e alaie YU Gliialll alae ] e Jsaaldl 3 jdaal)

dad s (ARCH— (bl oD &) A1 Ge HLa) il (11) Jsaall maa

Of =i 132 5 ((%5) (e ST 2 5 (Prob=0.0880) il dlaial (5 siwse 2ic (F-statistic)

dsasare o it Sl aned) A i Qi Ua ol e s el A A (e glag 23 5aiY)

Ade a5 o Gt (Al Al da jall (b 53 g A0 gulial) Cliall (Gl DA A1S
ARDL z3sail gl 483 5 jay HLia¥) 13 () 5 Al sial) cldiiall ¢ o) Cadlia)

:Histogram-Normality Test (xuhll &) 6l ASia JLad) &
bl a3 sl A S e aial) 3 i) 1A s (e ST LAY 12a padiy
u,—\i-,’ LS5 Al
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Series: Residuals
Sample 2012Q22020Q1
8 4 Observations 32

Mean -4.44e-16
Median -0.025965
Maximum 0.713357
Minimum -0.5440486
Std. Dev. 0.276850
Skewness 0.489613
Kurtosis 3.164273
Jarque-Bera 1.314494
Probabilty 0.518276
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