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Abstract 

The main objective of this research is to study the relationship between investment decisions 

and accounting disclosure of credit and liquidity risks that commercial companies may be 

exposed to. In order to achieve the above objective, the researcher relied on the descriptive 

analytical approach in the research and through a questionnaire form, the researcher 

collected the necessary data for analysis. The data were analyzed after using the statistical 

program (SPSS) for social sciences after collecting them through a questionnaire form. The 

research reached a set of results, the most important of which are: Credit and liquidity risks 

are among the most important risks that companies may face, and disclosing them increases 

users' awareness of risks in general. There is a statistically significant moral correlation 

between accounting disclosure of credit and liquidity risks and rationalizing investment 

decisions. The research recommended the necessity for companies to disclose accounting 

risks of all risks that they may be exposed to so that the financial statements and reports are 

transparent and the accounting information they contain has the qualitative characteristics 

of accounting information.  

 

Keywords: accounting disclosure, credit risk, liquidity risk, accounting information, 
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Introduction 

The collapse of some American companies during the financial crisis after 2007, one of the 

most important reasons for their collapse was the lack of interest in applying accounting 

principles that achieve the principle of disclosure properly, and with the financial 

information contained in the financial reports not enjoying an acceptable level of 

transparency regarding the financial risks of companies, which led to a lack of confidence 

in the accounting information of companies in the various financial markets. 

This has resulted in many things that are essential and necessary to be done by investors of 

all types (individuals or companies) before making any investment decision or when setting 

an investment framework - which means striving to achieve a specific goal, even if it is in 

the long term. The most important of these things is identifying all the risks that may 

accompany this decision and that are expected to occur in the future, the most important of 

which are credit and liquidity risks. 
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This can be achieved through a high and acceptable level of disclosure.  Therefore, 

accounting disclosure, which is characterized by being efficient and of a high level of 

quality in financial statements and reports in order to reach the acceptable level of showing 

information about the reality of financial risks, which here concern us with credit and 

liquidity risks, is the basic means, in addition to being an effective and important tool used 

to communicate the results of these events to users, whether they are investors or others 

who use this accounting information to support their investment decisions. 

Considering that financial reports are the most important means of disclosing information 

to current and potential investors for a project or company in order to support the process 

of making and taking their investment decisions or any decisions that can be taken related 

to their investment business. The importance of accounting disclosure has also increased as 

a result of the continuous developments in the economic environment, which resulted in an 

increase in financial disclosure requirements that meet the growing needs of those interested 

in companies or within their prepared financial reports. 

Therefore, accounting standards have shown the minimum information that company 

management must disclose. Based on the above, the researcher decided that the subject of 

the research should be about the impact of accounting disclosure of credit and liquidity risks 

on rationalizing investment decisions. 

Many studies have addressed the relationship between accounting disclosure and risks, 

including the study (Akindele, 2009), which showed a real and specific relationship 

between accounting information (annual report data) and investment decisions in Nigeria. 

The study (Al-Najjar, 2015) also addressed the extent of the impact of accounting disclosure 

on market risks under Financial Reporting Standard No. (7), in addition to the study 

(Roychowdhury & Verdi, 2019), which focused on the potential impact of accounting 

disclosure on investor behavior with regard to investment decisions. Other researchers also 

presented the relationship between these variables, including Brown & Wilson, 2020, by 

focusing on analyzing investor behavior in response to accounting disclosure of credit and 

liquidity risks. (Younis, 2023) also explained the existence of a relationship between 

accounting disclosure and investment decision-making. Based on the above introduction, a 

question arises as to what is the position of Iraqi commercial companies on this matter. 

Based on the above, the research problem can be formulated with the following research 

question: 

• what extent are investment decisions in commercial companies affected by accounting 

disclosure of credit and liquidity risks? 

 

1. The importance of the research and its objectives 

In most research, the importance is represented in the group of variables that are addressed 

primarily, and this research is no different from previous research, as it deals with variables 

of high importance and mainly influential, as accounting disclosure is one of the variables 

that interest increases every day because of its connection to accounting theory in terms of 

its essence, due to the data, information and rules that result from this variable or concept, 

which are used in the measurement process, so that they are relied upon by users in making 

their decisions. In addition, accounting disclosure of credit and liquidity risks is one of the 
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important and modern topics that have recently attracted increased interest from researchers 

and interested parties due to its importance in rationalizing investment decisions. 

Accordingly, the main objective of the research was to try to identify the impact that can be 

achieved through accounting disclosure of credit and liquidity risks and its reflection on 

rationalizing investment decisions. 

 

2. Research Hypothesis 

The research was based on the following main hypothesis: 

• H1:There is a statistically significant effect of accounting disclosure of credit and liquidity 

risks on rationalizing investment decisions in a sample of companies registered in the Iraq 

Stock Exchange. 

 

The First Axis: Theoretical framework 

1. The conceptual framework for accounting disclosure 

Accounting disclosure of credit and liquidity risks provides equal opportunities for all users, 

enabling them to make decisions. (Fouda et al., 2023, 45) Regarding the level of accounting 

disclosure between companies, a study (Mohaisen et al., 2021: 329) There is a direct 

relationship between accounting disclosure and the level of debt. The reason for this is due 

to the restrictions imposed on companies, which require extensive disclosure and control of 

profit distribution policies, for example, or disclosure with full transparency of the risks to 

which companies are exposed, represented by credit and liquidity risks and other financial 

matters that companies are required to disclose. This comes in order to preserve the money 

of lenders and ensure its collection in a timely manner. 

In this regard, the study by Manini (2019: 132) showed that one of the biggest challenges 

that companies can face is the trade-off between the value that the company can gain by 

attracting investors who have an interest in its sustainable competitive advantage and the 

value of information about the risks that it may be exposed to. Which may have adverse 

effects when disclosed. 

The researcher believes that accounting disclosure and its role in rationalizing investment 

decisions can be viewed as similar to the role of corporate governance, except that it does 

not depend on the possibility of the personal goals of company managers not being 

compatible with the goals of stakeholders in the company. 

 

1.1. The concept of accounting disclosure 

Many researchers and specialists, in addition to the relevant parties, have presented a 

definition of the concept of accounting disclosure by setting definitions that reflect the point 

of view of each of them towards this concept. Some of these definitions can be reviewed 

through the following: 

A study (Thitinun, & Yomchinda, 2021: 12) explained that accounting disclosure “is the 

process of presenting financial information, whether quantitative or descriptive, in financial 

statements, footnotes, notes, and supplementary tables in a timely manner and with a 

sufficient degree of objectivity. 
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The study (Hadi, 2022: 253) showed that accounting disclosure is "the method used to 

communicate accounting information to users through financial statements and reports, 

accompanied by explanations and notes that show the accounting policies, procedures and 

rules that were followed and applied when processing accounting information.  

As for the study (Hamad et al. 2023), it defined it as "the process of communicating 

accounting information of both types (quantitative or descriptive) contained in financial 

reports or in the attached and complementary lists such as margins, notes and tables at the 

appropriate time and in a clear manner and form that is acceptable and not misleading to 

users of that information. 

 

1.2. Importance and objectives of accounting disclosure 

Risk disclosure has gained a lot of attention after the recent global financial crisis, and as a 

result, the demand for disclosure of risks faced by companies has increased by stakeholders, 

and the reason for this is the accounting and financial information it provides to users of 

financial reports, which enables them to assess the risks that affect their investment 

decisions as a result of overcoming the issue of information asymmetry. (Foudeh et al. 

2019: 45) 

With regard to its objectives, the study (Awad. 2018: 108) showed that accounting 

disclosure for investors is characterized by the following objectives: 

• Providing investors with clear and understandable financial statements . 

• Identifying the financial position of the economic unit. 

• Identifying the financial position of the economic unit in terms of investment. 

• Knowing the feasibility of investing in related economic units. 

 

1.3. Accounting Disclosure Methods and Approaches 

The study (Al-Naqeeb et al., 2023: 153) identified the methods and approaches that can be 

used in the accounting disclosure process for credit and liquidity risks as follows: 

• Disclosure through financial statements . 

• Disclosure of important information in parentheses. 

• Using commonly accepted terms that are often understood by beneficiaries. 

• Notes and footnotes that are recorded in financial statements and reports. 

• Reports, statements and explanatory appendices that accompany the financial statements. 

• The report issued by the external auditor. 

 

1.4. Types of accounting disclosure 

Both (Awad, 2018: 108) and (Foudeh et al., 2019: 59) agreed that accounting disclosure is 

characterized by many types that can be reviewed through the following: 

• Full disclosure: This means that the financial data included in the financial statements and 

reports are comprehensive of all information that users can benefit from when making 

appropriate decisions . 

• Fair disclosure: This means that the financial statements and reports are balanced in 

achieving the users' desires for information . 
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• Sufficient disclosure: This represents the minimum level of disclosure of accounting 

information or the quality available in it, which must be provided in the financial statements . 

• Appropriate disclosure: This means that it is consistent with the circumstances surrounding 

the company and its activities, and that the accounting information that is disclosed is 

characterized by being of high value and useful at the same time to investors and creditors 

when making decisions . 

• Informational disclosure: This type of disclosure is the one that adopts the full disclosure of 

all financial and accounting information that is relied upon in order to make decisions and 

take them at the appropriate time by users. 

• Preventive disclosure: meaning that the information disclosed should be clear and not 

misleading, especially for investors who do not have sufficient knowledge of how to use the 

disclosed financial information that is necessary in the process of making appropriate 

decisions. 

Here, the researcher emphasizes the idea that whatever type of accounting disclosure is 

adopted by the company’s management, it will be successful and achieve its goal if it 

includes financial or non-financial information that is used in the process of rationalizing 

investment decisions for investors who use that information. 

 

2. The nature of credit and liquidity risks 

Financial institutions are exposed to many risks, which creates uncertainty about future net 

returns for institutions. The main risks that companies are exposed to are often distinguished 

as (credit risk, liquidity risk, market risk and operational risk), as credit risk, which leads to 

a potential loss due to the inability of the counterparty to meet its obligations, depends on 

credit exposure, the probability of default and the loss in the event of default. (Malhotra. 

2022: 1) Liquidity risk is primarily the result of the need for some specific liquidity for a 

specific asset, as the company may be forced to sell illiquid assets at a reduced price. 

Disclosure of credit risk and liquidity risk is seen as one of the most important risks that 

companies may face, and disclosure of them increases users' awareness of risks in general. 

(Thitinun & Yomchinda, 2021: 12) 

Due to the urgent need that has recently appeared in the financial arena to identify the 

mechanisms adopted in financial fraud in companies and in order to understand them more, 

it became clear that credit and liquidity should be recognized and cared for by identifying 

their risks and how to confront them so that they do not worsen, which would negatively 

affect the company’s activities and financial position. (Shi, et al. 2022) On the one hand, 

on the other hand, it can be said that credit risks are "the risks that arise due to the fear of 

the possibility of the company being exposed to unexpected losses resulting from the 

debtor's inability to pay his debts" and credit risks also indicate "the debtor or lender's 

refusal to pay his debts for any reason. This includes (risks of financial weakness, risks of 

deterioration of the financial position, risks of defaulting on installments on time). (Habi et 

al., 2021: 18) Economic conditions at the level of the local economy are among the most 

important reasons and factors in addition to the financial status of borrowers and the general 

status of financial markets at the local level. (Afjal, et al. 2023: 3) 
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2.1. The Concept of Credit Risk 

The concept of credit risk is used to express the loss that a company or bank may be exposed 

to due to the borrower’s inability to repay his debt. One of the basic things in any financing 

business is that the loan or the possibility of repaying it is at the first level. There are many 

classifications of credit risk, the most important of which is the risk of default by the 

borrower..(Afjal, et al. 2023: 4) In the current regulatory environment, credit risk needs to 

be defined in terms of default probabilities, loss rates conditional on default and expected 

exposures for a number of purposes (regulatory capital calculation, loan loss provisions). 

(Engelmann, 2023: 2) 

It and can be defined as “the probability that a contracting party will fail to meet its 

obligations under the agreed terms.” There are three characteristics that define credit risk, 

namely exposure (to a party that may default on its ability to perform), the probability that 

this party will default on the debt, and the recovery rate. (Pang, 2021: 6) 

Or it is the risk that may expose the company to financial loss resulting from the 

counterparty’s failure to fulfill its obligations. (Thitinun, & Yomchinda, 2021: 12) 

It is also defined as “an economic loss resulting from the counterparty’s inability to meet 

contractual obligations such as prompt payment of interest or principal or an increased risk 

of default during the life of the transaction.” (Umagba, et al. 2022: 2) 

 

2.2. Concept of Liquidity Risk 

Liquidity risk is “the risk that an entity may fail to meet its contractual obligations, and this 

unique risk disclosure requirement also means that companies must provide a negative 

signal or unfavorable disclosure method for their financial instruments in their financial 

reports.” (Thitinun, & Yomchinda, 2021: 14) 

There are two types of liquidity risks which include: (Pang, 2021: 7 ( 

• Funding liquidity risk; is the risk that arises when financial institutions are unable to meet 

short-term obligations and additional requirements without affecting the financial position 

of the institutions . 

• Market liquidity risk; is the risk that arises when investors are unable to liquidate their 

positions at a low cost. 

 

3.  What are investment decisions?  

3.1. The concept of investment decisions  

The investor's goal is to participate in a thoughtful investment that aims to achieve a high 

return on low-risk investments. It is known that individuals do not want to take risks and 

avoid them while they carefully invest in the long term that reaps sufficient returns on their 

investments in the future, noting that the investment decision is affected by two main 

factors: (Salim & Khan, 2020: 658) 

• Comprehensive processing:  which concerns all information that can be obtained from 

financial statements and  reports . 

• Objective processing:  which concerns available information and future information of   

limited scope. 
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Investment decisions are defined as “a set of planning actions that take into account the 

degree of risk in anticipation of obtaining future returns in a financial context.” (Ratnawati 

et al, 2022: 195) 

An investment decision can also be defined as “a decision taken by an organization or 

individual after analyzing the expected future financial and non-financial performance.” 

(Ngoc, 2023: 2) 

 

3.2. Factors affecting investment decisions 

The factors affecting investment decisions with regard to individuals can be identified as 

follows: (Ngoc, 2023: 3 ) 

• Cultural factor: Culture is the main factor that determines human desires and behavior, and 

as people grow, they gradually accumulate values, perceptions and behaviors through the 

family and other cultures. Therefore, people from different cultural areas will have different 

shopping decisions. 

• Social factor: Social factors also have a significant impact on investment decisions, as the 

interaction between family members and surrounding people also affects investment 

decisions and thus rationalizes them to achieve their goal . 

• Personal factor: Individual factors such as the investor's financial capabilities, age, 

profession, and risk appetite all affect the investment decisions of individual investors. 

• Psychological factor: Psychological factors such as herd psychology, motivations, 

knowledge, beliefs and attitudes all affect the investment decisions of individual investors. 

Here, the role of financial knowledge in shaping investors’ perception of risks appears, 

which is defined as “a person’s ability to handle and apply information relevant to personal 

financial affairs”. When investors have a higher level of financial literacy, they are better 

equipped to understand and assess the risks associated with investing. One aspect of 

investment decision-making is risk perception, which relates to how individuals perceive 

and assess the level of risk associated with investing. (Bashar & Almansour, 2023: 3) The 

investor must have at least a minimal level of financial knowledge. (Ratnawati et al, 2022: 

194) 

 

4. The impact of accounting disclosure on investment decision 

The study (Mohaisen et al. 2021: 329) showed that one of the most important reasons that 

prompted stakeholders to demand that companies raise the levels of transparency in 

disclosing accounting information related to risks associated with non-financial 

information, and for this reason and other reasons, is to integrate financial information with 

non-financial information, which raises the level of disclosure and transparency. According 

to the study by Manini, 2019: 129, risk disclosure provides investors with supporting 

information to assess the company's risks when evaluating the investment decision-making 

process. Investors' lack of awareness of risks is reflected in poor investment decision-

making or inaccurate prediction of investment returns, which leads to uncertainty in 

investment.The reason for this, according to the opinion of (Dang et al. 2019: 2391), is that 

accounting information has a real impact on the decision-making process of users, 
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especially investors, because information disclosure was an important factor that affects the 

efficiency of allocating social resources and reduces the distortion of information by 

companies to external users. 

The impact of accounting disclosure on investment decisions is represented in the following 

points: (Al-Fatlawi, 2015: 205) 

• The ability to compare the performance of the economic unit with other economic units 

listed in the Iraq Stock Exchange through the information announced about it. 

• The accounting information disclosed and provided to investors enables them to compare 

with economic units that have the same activity. 

• The ability to evaluate investors' decisions, through the disclosed information. 

• The impact of disclosure on investment efficiency is linked to the quality of disclosure in 

the financial reports of various economic units . 

• The efficiency of data and information is linked to the comprehensiveness of financial 

reports for a number of years, with the aim of comparing parameters with each other, with 

the aim of serving the expectations of users of those lists. 

As stated in the study (Dang et al. 2019: 2392), accounting disclosure plays a faundamental 

role in providing useful information to users when they are making and taking decisions, 

because the accounting information contained in the financial statements and reports is 

characterized by having a real impact on the decision-making process of users, especially 

the category of investors among them, and the more accurate the information they obtain, 

the better their decisions will be for them. 

 

The second axis: the field study 

First: Results of the statistical analysis : 

1. Research community and sample 

The community was represented by employees in some companies registered in the Iraq 

Stock Exchange. Two companies were chosen, namely (Baghdad Soft Drinks Company 

and Al-Mansour Pharmaceutical Industries Company). The reason for the choice was that 

they are active companies in the market. The community categories consisted of (managers, 

accountants and auditors) in these two companies, in addition to investors who are active 

in the financial market and financial experts in (Al-Rabi’ and Al-Karmel) companies, which 

are the two main companies active in trading management and financial analysis in the 

financial market, which were reached during data collection. As for the study sample, it was 

chosen using a simple random sample method, but it was not easy to reach the study 

community, due to the lack of cooperation with the researcher. For this reason, the sample 

number was small compared to the study community. The researcher relied on the 

descriptive and analytical approaches in front of the theoretical and applied aspects of the 

research. 
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2. The final results of the validity and reliability tests for the main dimensions of the 

research: 

The statistical analysis showed the results of the reliability test using Cronbach's Alpha 

Coefficient, and the validity test by finding its square root, respectively, as shown below: 

 

Table No. (1) The final results of the validity and reliability tests for the main dimensions 

of the research 

Reliability 

Coefficient 

Stability Coefficient 

(α) 

Variables (Dimensions) 

0.950 (0.903 ) Accounting Disclosure of Credit Risk 

0.998 (0.996 ) Accounting Disclosure of Liquidity Risk 

0.992 (0.985 ) Rationalizing investment decisions (regarding 

the purchase decision) 

0.989 (0.978 ) Rationalizing investment decisions (regarding 

the trading decision) 

0.988 (0.977 ) Rationalization of investment decisions 

(regarding the decision to sell) 

Source: Prepared by researchers based on Cronbach's Alpha test, which was statistically 

arrived at. 

 

It is clear to us from Table No. (1) that the values of the Cronbach's Alpha test came between 

the following two values, which are (0.903 - 0.996), and since it is known in statistical tests 

that in order for the results to be positive and interpretable and reliable, it is necessary that 

they not be less than (0.7), and accordingly it can be said that these values can be relied 

upon and their results can be taken, which indicate the availability of a good level of 

reliability and confidence in the variables specific to the research, and thus they can be 

relied upon and their validity in the following stages of analysis. 

3. Descriptive analysis of demographic (personal) data of the study sample items: 

Table No. (2) Results of frequency distributions and percentages of demographic 

variables for sample items 

Variables Categories Repetitions Percentages 

Academic 

qualification 

Bachelor's                         46 61.3% 

Higher degrees 29 38.7% 

 

 

Function 

manager 4 5.3% 

accountant 15 20% 

Auditor 13 17.3% 

financier 16 21.3% 

An investor 27 36% 

 

Years of experience 

Under 10 years                            44 58.7% 

From 10 to under 20 years 18 24% 

From 20 years or more 13 17.3% 

Source: Prepared by the researcher based on the results of the statistical analysis program 

(SPSS). 
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Table No. (2) shows a set of results, the most important of which are : 

• The analysis of data for the scientific qualification shows that (61.2%) of the total size of 

the sample were a bachelor’s degree, in return (38.7%) in postgraduate studies, and this 

reflects the inclusion of the study sample for the scientific competencies qualified to answer 

the objective paragraphs objectively. 

• The job analysis of the job shows that (36%) of the total size of the sample were investors 

and that (21.3%) of them were the category of financial experts, while the accountants 

reached (20%), and then the auditors come by (17, 3%) Finally, the managers category 

acquired only (5.3%) of the total size of the sample, and this indicates a positive diversity of 

the sample members by a professional side, which will be reflected in a positive way that is 

on the research results through accuracy and objectivity. 

• The analysis of data for practical experience has proven that (58.7%) of the total percentage 

of the sample size have practical experience that is less than 10 years, and then comes the 

experience of experience that is limited between (10) to less than (20) years with what is Its 

rate is (24%), and that (17.3%) of the sample is the years of experience that they possess 

more than 20 years, which represents that the sample members have scientific experiences 

that had a role in their answers to the phrases related to the questionnaire with precision and 

objectivity. 

 

4. Results of testing the study hypotheses: 

Before addressing the testing of the study hypotheses, the nature (strength and direction) of 

the relationship between the study variables will be tested, as it is a condition of regression 

analysis, as explained below: 

Table No. (3) Correlation matrix between study variables 

 

 

Dimensions 

Accounting 

Disclosure 

of Credit 

Risk 

Accounting 

Disclosure 

of Credit 

Risk 

Accounting 

Disclosure 

of Credit 

Risk 

Accounting 

Disclosure 

of Credit 

Risk 

Accounting 

Disclosure 

of Credit 

Risk 

Accounting Disclosure of 

Credit Risk 

1     

Accounting Disclosure of 

Liquidity Risk 

0.744** 1    

Rationalizing investment 

decisions regarding 

purchasing 

0.690** 0.647** 1   

Rationalizing investment 

decisions for trading 

0.617** 0.601** 0.934** 1  

Rationalizing investment 

decisions related to selling 

0.649** 0.606** 0.945** 0.986** 1 

** Significant at 0.01 level 

Source: The table was prepared by researchers based on the results extracted from (SPSS). 

It becomes clear to us, through Table (3), there is a relationship with moral correlation 

between each of the accounting disclosure of the risks of credit and liquidity on the one 

hand and rationalizing investment decisions related to purchase, sale and trading on the 
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other Accounting on the risks of liquidity and rationalization of investment decisions for 

trading, and (0,690) as the highest value between accounting disclosure of the risk of credit 

as well as liquidity on the one hand and rationalizing investment decisions for purchasing 

on the other hand. 

 

Main hypothesis: There is a statistically significant effect of accounting disclosure of 

credit and liquidity risks on rationalizing investment decisions in a sample of companies 

registered in the Iraq Stock Exchange. The main hypothesis will be tested through the 

following sub-hypotheses: 

 

First sub-hypothesis: There is a statistically significant effect of accounting disclosure of 

credit and liquidity risks on rationalizing investment decisions (regarding the purchase 

decision) in a sample of companies registered in the Iraq Stock Exchange. It was found 

through the analysis of the slope of the results of the sub -hypothesis test. The following: 

 

Table No. (4) The results of the analysis of data related to the effect of accounting 

disclosure on the risks of credit and liquidity on rationalizing investment decisions 

related to the purchase process 

Dimensions of the independent 

variable 

Dependent 

variable 

(ß )

Beta 

(T) (Sig )Significant 

Accounting Disclosure of Credit 

Risk 

Investment 

decisions for 

purchase 

0.468** 3.816 (0.000 ) 

Accounting Disclosure of Liquidity 

Risk 

0.299* 2.441 (0.017 ) 

R2 = (0.517)                  Adj . R2  = (0.503)          F (Sig.)  = 38.491 (0.000) 

** Significant at 0.01 level  

* Significant at 0.05 level 

 Source: Results from the preparation of researchers based on the results reached with the 

(SPSS) program. 

 

Researchers from Table No. (4) are found to be the following : 

• The degree of the slope model came moral, as the value of (f) = 38,491, which is thus is 

moral at a morale 0,01. 

• The morale of the accounting disclosure of credit risks (T =3,816), at a significance level of 

0.01, and the accounting disclosure of liquidity risks (T= 2,441), at a significance level of 

0.05, which means that there is a positive significant impact of the accounting disclosure of 

credit and liquidity risks on rationalizing investment decisions related to purchasing, and 

they are, in order of their strength of impact; accounting disclosure of credit risks (ß= 0.468), 

followed by accounting disclosure of liquidity risks (ß= 0.299) . 

• The adjusted interpretation coefficient was Adj. R2 (0.503) which means that accounting 

disclosure of credit and liquidity risks together explain 50.3% of the variance in the level of 
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rationalization of investment decisions related to purchasing, while the rest of the percentage 

is due to other variables that were not addressed by the model. 

Through what was stated in the previous paragraphs, it can be said that the validity of the 

imposition has been accepted, due to the existence of a statistical significance of accounting 

disclosure on the risks of credit and liquidity on rationalizing investment decisions 

(regarding the purchase decision), at a moral level less than 0.05.  

Second Sub-Hypothesis: There is a statistically significant effect of accounting disclosure 

of credit and liquidity risks on rationalizing investment decisions (regarding the trading 

decision) in a sample of companies registered in the Iraq Stock Exchange. It was found 

through the analysis of the slope of the results of the sub -hypothesis test. The following: 

 

Table No. (5) The results of the analysis of data related to the effect of accounting 

disclosure on the risks of credit and liquidity on rationalizing investment decisions 

related to the trading process 

Dimensions of the independent 

variable 

Dependent 

variable 

(ß ) Beta (T) (Sig  )Significant 

Accounting Disclosure of Credit Risk Investment 

decisions for 

financing 

0.380 ** 2.848 (0.006 ) 

Accounting Disclosure of Liquidity 

Risk 

0.318 * 2.382 (0.020 ) 

R2 = (0.426)                  Adj . R2  = (0.410)          F  (Sig.) = 26.726 (0.000) 

** Significant at 0.01 level 

 * Significant at 0.05 level 

 Source: Results from the preparation of researchers based on the results reached with the 

(SPSS) program. 

 

It is clear to researchers from the table (5) of the following: 

• The significance of the regression model, where the value of (F) = 26,726, which is 

significant at a significance level of 0.01 . 

• The morale of the accounting disclosure of credit risks (T = 2,848),.at a significance level 

of 0.01, and the accounting disclosure of liquidity risks (T= 2,382), at a significance level 

of 0.05, which means that there is a positive significant impact of the accounting disclosure 

of credit and liquidity risks on rationalizing investment decisions related to trading, and they 

are, in order of their strength of impact; accounting disclosure of credit risks (ß= 0,380), 

followed by accounting disclosure of liquidity risks (ß= 0,318). 

• The adjusted interpretation coefficient was Adj. R2 (0.410) which means that accounting 

disclosure of credit and liquidity risks together explain 41% of the variance in the level of 

rationalization of investment decisions related to trading, while the rest of the percentage is 

due to other variables that were not addressed by the model. 

Through what was stated in the previous paragraphs, it can be said that the validity of the 

imposition has been accepted, due to the existence of a statistical significance of accounting 

disclosure on the risks of credit and liquidity on rationalizing investment decisions 

(regarding the trading decision), at a moral level less than 0.05. 
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Third Sub-Hypothesis: There is a statistically significant effect of accounting disclosure 

of credit and liquidity risks on rationalizing investment decisions (regarding the sale 

decision) in a sample of companies registered in the Iraq Stock Exchange. The regression 

analysis showed the results of testing this hypothesis as shown below: 

 

Table No. (6  ( The results of the analysis of data related to the effect of accounting 

disclosure on the risks of credit and liquidity on rationalizing investment decisions 

related to the sale process 

Dimensions of the independent 

variable 

Dependent 

variable 

(ß ) Beta (T) (Sig )Significant 

Accounting Disclosure of Credit Risk Investment 

decisions to 

sell 

0.444 ** 3.413 (0.001 ) 

Accounting Disclosure of Liquidity 

Risk 

0.276 * 2.120 (0.037 ) 

R2  = (0.456)                  Adj  . R2  = (0.440)          F  (Sig.) = 30.119 (0.000) 

** Significant at 0.01 level 

* Significant at 0.05 level 

 Source: Results from the preparation of researchers based on the results reached with the 

(SPSS) program. 

 

It is clear to researchers from the table (6) of the following: 

• The significance of the regression model, where the value of (F) = 30,119, which is 

significant at a significance level of 0.01 . 

• The morale of the accounting disclosure of credit risks (T= 3.413), at a significance level of 

0.01, and the accounting disclosure of liquidity risks (T= 2.120), at a significance level of 

0.05, which means that there is a positive significant impact of the accounting disclosure of 

credit and liquidity risks on rationalizing investment decisions related to selling, and they 

are, in order of their strength of impact; accounting disclosure of credit risks (ß= 0.444), 

followed by accounting disclosure of liquidity risks (ß= 0.276). 

• The adjusted interpretation coefficient was Adj. R2 (0.440) which means that accounting 

disclosure of credit and liquidity risks together explain 44% of the variance in the level of 

rationalization of investment decisions related to selling, While other proportions came, it 

came from what the model did not eat. 

Through what was stated in the previous paragraphs, it can be said that the validity of the 

imposition has been accepted, due to the existence of a statistical significance of accounting 

disclosure on the risks of credit and liquidity on rationalizing investment decisions 

(regarding the decision to sell), at a moral level less than 0.05. 

 

Results and Recommendations 

Results 

After completing the research in its theoretical and practical aspects, the researcher reached 

a set of results, the most important of which are : 
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• There is a positive and statistically significant relationship between the study variables. 

Meaning that increasing accounting disclosure of credit risks is associated with increasing 

rationalization of investment decisions in buying, trading and selling. 

• Increasing accounting disclosure of liquidity risks is associated with increasing 

rationalization of investment decisions in buying, trading and selling. These relationships 

may be useful in assessing financial risks and making sound investment decisions  . 

• Accounting disclosure of credit and liquidity risks has a significant impact on rationalizing 

investment decisions in the companies under study, and that disclosure of credit risks plays 

a greater role in this regard compared to disclosure of liquidity risks. 

• Accounting disclosure of credit and liquidity risks together explain 41% of the variance in 

the level of rationalization of investment decisions related to trading. Therefore, there are 

other factors not included in the model that affect investment rationalization. 

 

Recommendations 

Based on the above findings, a set of recommendations can be formulated as follows: 

• Companies should increase the level of accounting disclosure of credit and liquidity risks. 

This can be achieved by developing clear policies and procedures for disclosing these risks 

in financial reports and annual reports . 

• Investors should take into account the level of accounting disclosure of credit and liquidity 

risks when making investment decisions in buying, trading and selling, as they should 

consider this information as part of their financial risk assessment and making sound 

investment decisions . 

• It may be useful for researchers in the field of finance and risk management to study more 

about other factors that may affect investment rationalization in addition to accounting 

disclosure of credit and liquidity risks. There may be additional factors that affect investment 

decisions, such as economic, political and regulatory factors, and they can constitute an area 

for future research . 

• Legislative organizations and institutions should work to develop standards and guidelines 

for accounting disclosure of credit and liquidity risks. These standards provide clear 

guidance on the required information and appropriate disclosure methods, which contributes 

to improving accounting standards and increasing transparency in financial reporting. 
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