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Abstract:

This study aims to test the impact of conditional accounting conservatism
on the risk of investment decisions, using 81 of the Egyptian listed companies
in the Egyptian Stock Exchange firms over the period of 2012 to 2016.

This study finds that conditional conservatism, as measured by the Khan
and Watts (2009) CSCORE, reduces the risk of investment decisions, as
measured by the market-adjusted volatility of firm level earnings (Jhon et al.
2008). This finding holds even after controlling for financial leverage,
investment opportunities, firm size, firm age, firm profitability, and earning
smoothing.

This study further finds that the impact of conditional conservatism on the
risk of investment decisions is more pronounced for firms with higher
financial leverage.

Keywords:
Accounting conditional conservatism, the risk of investment decisions,

financial leverage.
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