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The Impact of the Adoption of International Financial Reporting Standards on Foreign
Direct Investment in the Kingdom of Saudi Arabia (An Analytical Study during the
Period 2015-2021)

Abstract:

The study aimed to measure the impact of adopting the application of International Financial
Reporting Standards “IFRS” on the flow of foreign direct investment to the Kingdom of
Saudi Arabia during the period from the first quarter 2015 - to the fourth quarter 2021, by
estimating a standard model in a multiple linear regression method. The main independent
variable with a dummy variable takes the value (zero) in the period before the first quarter of
2017 and takes the value (1) from the first quarter of 2017 until the end of the study period
and represents the dependent variable of foreign direct investment flows in the Saudi stock
market. The limits of the study were determined by its objective limit in studying and
analyzing the impact of the adoption of international financial reporting standards on foreign
direct investment in the Kingdom of Saudi Arabia, the time limit of the financial period from
the first quarter 2015 to the fourth quarter 2021 AD, and the spatial limitation of the
Kingdom of Saudi Arabia. The study relied on the quantitative analysis method, by
estimating a standard model according to the multiple linear regression method in the
ordinary least squares method. The study concluded that the direct effect is not significant to
adopt the application of IFRS on the flow of foreign direct investment due to economic
fluctuations and a state of uncertainty that greatly affected the global flow of foreign
investment during the study period, and the study recommended re-conducting the research
in a future period that enables the selection of a longer study period and better economic
conditions; moreover, it recommended conducting studies to investigate the effect of

applying the IFRS on the variables of the financial statements.

Keywords: International standards, financial reports, foreign investment, direct investment,
Saudi Arabia
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LAY 13 il ji b L g saaliia [5 e Al aaa J& VT 550 5800 Culaalie 3 5an

Ho: P =0 SRkl AlShe aa gy
Hi P # 0 i b i i
() Jbmall (385 LAY At jundi (S s 4 JI5 0 J w DWW LA dad 7 5

DURBIN-WATSON d TEST: DECISION RULES

Null hypothesis Decision i

No positive autocorrelation Reject 0«d« o

No positive autocorrelation No decision & < d= duy
No negative correlation Reject 4 dy-d- 4

No negative correlation No decision 4 dyuy<d=<4 - d
No autocorrelation, positive or negative Do not reject dy~ d- 4  dy
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LM Y quliae sl Lt

dsas QW) eyt ¥ Cua 33 LY AKGL Wle Tlas) (Lagrange Multiplier) JLsay) lia e,
Aah <0 Laie aduhd (Ko WS cbﬂ:\]\ el (e Aakaliie Gl yikie 3 ga g Y 4&}3“ iasall e LF"'\.JJ\ ARG
LAY Gl 8 (b lad s danla e (sl 5 o5 il

Ho: P1 = P2 = 0 _i3Lls)) ilSie sa i ¥
Hi:P1#0P2#0 Shblo)ilicsng
:(WHITE i Jusdl) HeteroscadisCity (8! sal) oubsl ciSEd) Al el i)

S e Lol (e ol il el (e Baame LulEl Gl sd e 23l Jadll jlaai¥) 4 ks sl
455k 2 55 Yy o ohall sV b sl ellenl Jiad 8l ol il Al o) s «(homoscedasticity)
Al AUl 03] 5 edpalaia iy aladi e Lo sad ST Lol K5 038 235 cod a5 oo CadSI (532 5) 320ma
e aae Al ol AWl 028 (e iy g o3 sail) Chna g & Undldl g o) 85305 a3 sa g Leaa (e 3,8 Cilaud
Cleban) 58 axe Ml @elS @ld cud Wl @l ol ol dalan 55084 aiad ade 5 g puall ey yll
o adSl Ady kb Ly aal) 20 gaill damia @il sl ot F o lalS 3 saill dpaleal) @l syl

white i jLaaly A<l

:white test <uly sl

b ey bl 8 4Dl s Lo sad JIST el LAY (a0 S Bulaill e (5 )8 e aiay Y adly <yl 5 liia) aiady
LAY Glus 8

Ho: <l 8l sll (il

Ho: lh e (S5l ol

28 gall (adal) &35l L)

Giyla (e SLERYT 138 ) 58 5 385 cLmsala e ) g B pan (o e Asmllyy Fadaiall Zpm il ASH ilias) JLial 58
DLEAY) sty chaalaal) pe O UERYY ) ) SO LR ety 1980 A |p Jiils (SO (sl S Cpilan)
zbdill s (Skweness) ailadll lales La goad 5 s paall Al 453 all de Gill Ol jpae il 81 s20 il e

iy alnlal A geun Liadd JLEAY) ey coplally Jangial) iy cbaph de jse A <Ollae ae ¢(KUurtosis)
JLEAYT b b L s S il Aunally &y JLSY)
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Ho: Lol de ) se cililu)
Hli-}’-..\-dﬁa.cjy)gcu\_}u\

Ao CalS 1M (95 A sinall (5 sty A Prob Alaia¥l daal &)l JMA e JUEAY) dagm e Sall Qi
Jsiis cpaadl il by i U5 A paall Al o ST & puanall 2l G i 1368 6l %5 e S8 Prob
L ey jgide Hoe pe Bl 0l

Rl Cla i 4
s pall @ il g gl) slaal)

Al ) ) yiial a5l slaay) (1) Jg2a

abillall/ pacial) LY X1 LX2 LX3 X4 LX5 LX6 LX7 LX8

) Ja gial) 22.840 | 0.714 | 22.131 | 14.912 | 1.902 | 14.057 | 4.599 | 13.376 | 8.999

Lo gl 22.657 | 1.000 | 22.106 | 14.687 | 2.000 | 14.015 | 4.589 | 13.373 | 8.979
dad S8 25.934 | 1.000 | 22.927 | 16.103 | 3.000 | 14.263 | 4.655 | 13.444 | 9.438
daf i 21.317 | 0.000 | 21.160 | 14.128 | 1.000 | 13.927 | 4.564 | 13.301 | 8.635

) Gl Y 1.149 | 0.460 | 0.461 | 0.579 | 0.664 | 0.106 | 0.028 | 0.031 | 0.193

Jarque-Bera 4785 |5612| 1.037 | 3.401 | 1071 | 3.567 | 4.102 | 0.226 | 1.349

Probability 0.091 |0.060| 0.595 | 0.183 | 0.585| 0.168 | 0.129 | 0.893 | 0.509

Claaldal) e 28 28 28 28 28 28 28 28 28

EVIEWS 12 GA\-“).\ e\éa:\.ul_\ djd;j\ Jaa QIA‘)M C\ A \(-.3 s aall
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i ) Gl & gSan A
5y shaall g5 S0 g 38 Ayta 3 Judhadl () S i) oilis peacm gy I J gaal

Al ) e piciad Aia 31 Judhad) ¢y g8 paadl ADF JLEA) il (2) J g

UNIT ROOT TEST RESULTS TABLE (ADF)

Null Hypothesis: the variable has a unit root

At Constant Constant & Trend Without Constant & Trend
Level t-Stat | Prob. t-Stat Prob. t-Stat Prob.

LY -3.275 | 0.026 | ** -8.147 0.000 | *** 0.513 0.819 NO
X1 -1.585 | 0.476 |[NO| -1.554 0.785 | NO 0.000 0.674 NO
LX2 -2.811 | 0.070 | * -2.750 0.226 | NO -0.336 0.555 NO
LX3 -0.779 | 0.809 |[NO| -2.282 0.429 | NO 0.509 0.819 NO
X4 -1.977 | 0294 |[NO| -2.394 0.374 | NO -0.858 0.335 NO
LX5 0.921 0.994 |[NO| -1.677 0.734 | NO 1.852 0.982 NO
LX6 -0.863 | 0.784 |NO| -2.021 0.564 | NO 1.236 0.941 NO
LX7 -1.851 | 0.349 |[NO| -1.819 0.665 | NO -0.089 0.643 NO

LX8 -0.6533 | 0.8421 |NO| -3.0626 | 0.1350 | NO 0.5511 0.8288 | NO

With Constant With Constant & Trend Without Constant & Trend
At First Dif
t-Stat Prob. t-Stat Prob. t-Stat Prob.
d(LY) -3.800 0.009 |***| -3.773 0.036 | ** -7.867 0.000 fakaie
d(X1) -5.099 0.000 |***| -5.151 0.002 | *** -5.000 0.000 falaie
d(LX2) -5.829 0.000 |***| -5.726 0.000 | *** -5.942 0.000 falaie
d(LX3) -5.071 0.000 |***| -5.165 0.002 | *** -5.091 0.000 fakaie
d(X4) -3.670 0.011 | ** -3.695 0.041 | ** -3.693 0.001 falaie
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d(LX5) -4.210 | 0.003 |***| -5.498 0.001 | *** -3.962 0.000 | ***
d(LX6) -5.577 | 0.000 |***| -5524 0.001 | *** -5.350 0.000 | ***
d(LX7) -9.603 | 0.000 |***| -9.870 0.000 | *** -9.819 0.000 | ***
d(LX8) -5.915 | 0.000 |***| -6.238 0.000 | *** -5.846 0.000 | ***

EVIEWS 12 gt alaaialy Jsoall 138 Sla jae Akl & £ _jsaaal)

Yol Yo e Jad RHH 5045 e e Jal *H (Of] e e il ¥E e e S5 NO s
2Jal Y 48 ghaa

rsmen Jalae (385 (adl) Lol Y1 48 saiae s A Jan L e

Al Jal) ol psiia (s add) ol Y 4B ghaa il (3) Jgia

Correlation LY X1 LX2 LX3 X4 LX5 LX6 LX7 LX8
LY 1.00
X1 0.05 1.00
LX2 0.29 -0.36 1.00
LX3 0.47 0.28 0.58 1.00
X4 -0.19 | -0.10 | -0.50 | -0.78 1.00
LX5 0.50 0.47 0.31 0.91 -0.72 1.00
LX6 0.11 0.47 0.32 0.78 -0.62 0.79 1.00
LX7 -0.23 0.09 -0.37 | -0.22 0.45 -0.25 -0.10 1.00
LX8 0.45 0.52 0.21 0.70 -0.43 0.80 0.74 -0.16 1.00

EVIEWS 12 GA\-").\ e\da:h.u\_\ d}d&l\ [KYY Q\A‘)M C‘ A ‘("‘3 oL AL
s sall axy Tl )V el 4 shan i A L Lad g

Sl dmg Al jal) ) pitia Cp damial) Al Jals ) 48 ghaa il (4) Jo

Correlation LY X1 LX2 DLX3 DLX5 DLX6 LX7 DLX8
LY 1
X1 0.26 1.00
LX2 0.19 -0.30 1.00
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DLX3 0.11 0.16 0.21 1.00

DLX5 0.50 0.42 0.01 0.34 1.00

DLX6 0.14 0.00 0.30 0.21 -0.05 1.00

LX7 -0.18 0.05 -0.35 0.32 -0.11 -0.24 1.00

DLX8 -0.22 0.27 0.02 0.06 0.24 0.03 -0.17 1.00

EVIEWS 12 z<b n alaaiuly Jsandl 1 Gila R z) Akl &  ladl)
:g.«.ul,,\ﬁ\ G:\}uﬂ il

bl Y i) e [FRS dagie Gadad i Gan Al aasiall adll JlasiV) 23 san o Cila jae Gl Lasd
1)V @l 2021 A I @l 2015 5550 YA (53 gl agul) (3 3m

A8l ) 73 gadl) i iliS (5) Jga

Dependent Variable: LY
Method: Least Squares
Sample (adjusted): 2015Q2 2021Q4
Included observations: 27 after adjustments
Variable Coefficient Std. Error t-Statistic Prob.
C 22.79026 95.83676 0.237803 0.8146
X1 0.546793 0.444203 1.230952 0.2334
LX2 0.542984 0.454429 1.194871 0.2468
DLX3 -0.585193 0.788458 -0.742199 0.467
DLX5 21.1888 7.809271 2.713288 0.0138
DLX6 9.044891 13.13287 0.688722 0.4993
LX7 -0.944811 6.819656 -0.138542 0.8913
DLX8 -3.777125 1.576746 -2.395518 0.0271
R-squared 0.486819 Durbin-Watson stat 1.30368
Adjusted R-squared 0.297753 F-statistic 2.574858
Prob(F-statistic) 0.047858

EVIEWS 12 gl alaiials Jpaall 138 il sie 71300 3 1 jaadll
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Serial Correlation LM Test :(33 bl ¥ jLad)

Breusch-Godfrey Serial Correlation LM Test:

Prob (F-statistic) 0.1244

Prob (Obs*R-squared) 0.0531

Test Heteroskedasticity :¢ubill a3a) jLasl

Heteroskedasticity Test: Breusch-Pagan-Godfrey:

F-statistic 0.2713
Obs*R-squared 0.2466
Scaled explained SS 0.8966

Histogram-Normality Test :2 sl &) s

distribution of the residuals:

Probability (Jarque-Bera) 0.6036

EVIEWS 12 gl alaiinly Jpanll 138 il jie 7153000 o3 1 jadll

ks a5 B0 g5 (3) Jsl

Series: Residuals
5 Sample 2015Q2 2021Q4
Observations 27

Mean -2.21e-15
Median 0.069939
3 Maximum 1.540835
Minimum -1.044304
2 Std. Dev. 0.712031
Skewness 0.305821
1 Kurtosis 2.276545
0 - -- Jarque-Bera 1.009679
-1.0 -0.5 0.0 0.5 1.0 1.5

Probability 0.603602(

EVIEWS 12 CAL\_)-I e‘JA:\ML\ d}d;j\ Jaa Q\A_)M C\ yA ) (,3 1 adll
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il gil) g ilidl) |5

sl (1.5

) i) G e MIFRS" Al ol slacy A sall juleal) Gk AdicY g sima e g3k il aa g
ale (S alladl SLaBY1 agd Cum Al 5ol 3 5y ddasi e olaal ) @lld (5 3ry s cdon gmadl Ay jall ASladll ) il
@il e S S8 &l pa g ane Alla g dpaliaill L 3 il o2 A (e padll an s Slo (g sl SLaBY
Lilaa] (5 sina JS5 380l b Angial) Gadatl V) 51 ) seda adny sgud Lae aiaY) Laiinsdl allal)

ey s e Jsa 8l sl 8 SIS g 313 Jals ) a0 Y ) LS ol 8 Cadlia) a5 D8 sl JSLER (e 3 sall) gl

e

Cluagill 2.5
;@L@&;\fﬂ\wﬁhbﬂ\@\ﬁ;)@&
Jleel 4ad ) gludils ¢ Jlaiin¥) 48 e gl @) oY (Joall amglly 335l Jlael e daay Jalaill @
B3a ge Apnalaa Aad 3 s 5 ot A sall ALl (31 VL Ledalis ) g sall syl e il gall

S sl 6 g Lgling 1 L alls eIl E300 Al el Gt e 5 Gle S0
ALl ) g8l eadiival

2530 Ly Al gall Fplaal) yalra (ulae IS8 (g0 La gy shag A gal) yulaall Ly b A pall Jpall atliss Gaani @
Jsall s ilua pad

A sall dpuladll jpleal 40 AalaB@Y) HEY) 5,0 A Glal il g el anii o

&l 6

1Az ad) g2l 4l 1.6

Al A5l sl NS Ge B el Jpall (B i) L) i (p2017) Ldeme < gae (i deal ¢ gpad
154-141 «(7) caslaiBY) daiill 2, i) jall dlaal)

D lail) Gl Al dlae By ) b Jadd) i) e piladl s W) S (E (22019) desa ¢ gafial

.795-763 ¢«(16) ¢5_rualzall

o slell Sloss S Ase Aalisal) il 3 3a5 A pdlall a1 LY Dpaal (32017) Ll camas gl ¢ Slia
.16-1 ‘(52) f‘LubJ/‘f_v.)L.AﬁY/
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55-51 ¢(17) el dhae Zaalill J5alls IFRS Labas slaic) (22017) .2ense <5855 Jal o slga

Sl pall 5 G gaal] Ano Al 31 53 83 g (it 8 A sal) Alal) N jplae dlaie] Lpaal (52019) Glis p s
76-52 «(1)3 i laill

Sl L) ol ALl o &l 8asa 3 jad (B Adsal) el 30 (22019) geal) 2 (55 2ens iz e Y
A40-27 «(17) 10 cAolaiiy) o slel] Uso e vivsal) dpaiil] Gains

oRbl A8 e 2030 ASleal) dyy ) Jh b & gaad) Ay pall ASLeally i) JLEWY) (52019) dene clpal

adinal Ll 58l A sal) ulaall ) sl lad) CLulSaiV) (0 aall 7 e ) (22019) s i csilell 2
il il 5l g gl alal) Alaall FaadUsy) o jimll Bl a0 il 53 sa e A gand) Gy yall ASLaaly
231-131 «(1)33

A sl Bl (A0 315 (i) L) 835 (A Bl pal) Dol leal Gkl Aasbss 20 (p2017) Sl eals

o30S Anala LY 55 0¥ RS e SEN alall il A1 jal) ALY Cilas 0

Cpomlnal) 4805 Ll sl A gal) el ) ASLeal) J a3 @l gl (2020) o 8 palaall 403 gaid) Al
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.aldwlyh-lltgryr-almaly
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.https://books.google.ps/books?id=leJIDWAAQBAJ&Pg=PA56&dq

2021 J3a Ay ) Jsall 45 pilaall 4l ol laiial) g i) ) jeiuly Cilad 65 (a2021) Aass sY) Gl 5y o
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