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The impact of the explanatory ability of the financial statements in the capital markets

in rationalizing the investment decision (Apply to the Saudi Stock Exchange)

Abstract

The aim of this research is to determine the level of explanatory ability of the financial
statements in the Saudi financial market, and to determine the size and type of accounting
information disclosed in the financial statements of companies listed in the Saudi financial
market and its usefulness to investors, in addition to determining the level of awareness of
dealers in the Saudi financial market of the importance of information disclosed in the lists.
Financial, and identifying the obstacles facing investors in the Saudi financial market and related
to the extent to which they benefit from the information disclosed in the financial statements of

companies listed in the Saudi financial market.

In order to achieve the objectives of the research, the researcher assumed that the explanatory
ability of the financial statements in the financial market helps to provide a level of financial
disclosure that meets the needs of investors, in addition to that investors face many obstacles that
limit their ability to benefit from the information disclosed in their investment decision-making

process.

After testing the hypotheses, it was found that the explanatory ability of the financial statements
in the financial market helps to provide a level of financial disclosure that meets the needs of
investors, which gives them a clear vision of the investment situation, which equalizes them in
obtaining investment opportunities, in addition to that investors face many obstacles that limit
Their ability to benefit from the disclosed information in their investment decision-making

process.

The researcher recommended the need to pay attention to increasing the explanatory power of
the financial statements by being very careful to provide an adequate level of financial disclosure
that meets the aspirations of the various beneficiaries, especially investors, in addition to
amending the scope of disclosure to include additional non-financial information that could play

an influential role in supporting the explanatory power of the financial statements and reports.
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