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The impact of financial flexibility on Liquidity risk in
companies listed on the Egyptian Stock Exchange
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Abstract:

The study aimed to investigate the impact of financial flexibility
on Liquidity risks in companies listed on the Egyptian Stock Exchange,
specifically 51 Egyptian companies included in the EGX 100 index during
the period from 2017 to 2022. The variables studied included net debt ratio,
free cash flow, financial leverage (as independent variables), Liquidity
risks (as dependent variable), size, asset growth rate, agency, exchange
rate, and interest rate (as control variables).

The research methodology adopted a descriptive-analytical
approach to achieve the study objectives by testing hypotheses using
multiple regression models. Statistical tests and study hypotheses were
conducted using EViews 13 software to process the statistical data. Panel
Data Balanced models were employed to fit the financial sample extracted
from the financial statements of 51 Egyptian companies listed on the EGX
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100 index from 2017 to 2022, and economic data derived from the
exchange rate reports of the Egyptian Central Bank for the same period.

The study concluded that net debt ratio, agency costs, exchange
rate, and interest rate positively and directly influence Liquidity risks.
Conversely, free cash flow, financial leverage, asset growth rate, and
company size negatively and inversely affect Liquidity risks in the studied
companies. The researcher recommended continuous and increased
adoption of financial flexibility frameworks among the studied companies
due to its effectiveness in confronting, reducing, and mitigating credit risks.
This enhances a company's financial capability to face challenges, seize
future opportunities, strengthen financial resilience, and increase its ability
to confront risks and challenges.

Keywords: Financial Flexibility, Net Debt Ratio, Free Cash Flow,
Financial Leverage, Corporate Risks, Financial Risks, Liquidity Risks,
Size, Agency, Exchange Rate, Interest Rate.
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