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The Impact of Bid-Ask as a measure of Information Asymmetry
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Abstract

This study aims to study the impact of information asymmetry measured
by bid-ask on investment-cash flows sensitivity, applied to companies whose
shares are traded in the Egyptian Stock Market. To achieve this goal, the study
relied on a sample of joint-stock companies registered on the Egyptian Stock
Exchange consisting of (110) companies (with 440 observations) during the
period from 2019 to 2022. The multiple regression method was also relied upon
in the presence of company size, financial leverage, and company profitability

as control variables.

The results showed a significant positive impact of bid-ask as a measure
of information asymmetry on investment-cash flows sensitivity, which means

that the relationship between investment and cash flows is stronger for
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companies that have a greater degree of information asymmetry, as companies
that face increased information asymmetry tend to show higher sensitivity to

investment cash flows.

Keywords: Investment-Cash Flows Sensitivity, Bid-Ask, Information

Asymmetry.
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