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Abstract

This study aims to examine the effect of financial information on investors decision making in commercial banks
in Jordan. A questionnaire was adopted to address attitudes of professionals such as managers, analysts and
investors and to identify to which degree the financial information was used in taking investment decisions. The
results revealed a weak positive relationship between investment decisions and financial information that were
provided by commercial banks in Jordan to the investors. This study recommended that adequate care and due
diligence should be maintained in preparation of financial statements to avoid faulty investment decisions.
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1. Introduction

The banking sector in any country is considered a vital and an important one for its impact on the country’s
economy either through the different banking operations or through financial and economic indicators provided
by the financial companies and banks’ annual financial statements which are considered a main information
resource for a big number of economic sectors including the investors (Vestine & Kule, 2016). On the other hand,
disclosure plays a major role in addressing the problem of Information Asymmetry between managers and
investors thus it increases agency problem (Diamond,1985; Easley et al., 2010). Therefore, the importance of
data of the banks and the companies’ annual financial statements is attributed mainly to its reliability and validity,
in addition to its clarity and availability in the proper time (Frolov, 2004). Accordingly, any error or
manipulation in the data leads to nonofficial decisions that affect the investors’ interest and their economic and
financial projects. Therefore, it is very important for the monetary authority represented by Central Bank and
other control departments and organizations to have a strict control that ensures that banks and the financial
companies enclose their data appropriately (Barth et al., 2002).

Nagar (1999) and Michael (2013) state that disclosure in the financial statements has played a significant role in
preparing and publishing data and so this principle has attracted the attention of the accounting professional
organizations, control bodies and the international stock exchange authorities. The financial statements are
important to take different investment decisions as they focus on presenting the necessary financial information
about the accounting unit including the efficiency of the management in performing its work. The financial
information highlights the financial position of any company in a specific date, and shows the extent of its
efficiency in managing its money by revealing its financial operations, achievement and the change in its
financial position from one accounting period to another (Ahmed et al., 2006).

Financial statements are important in the Jordanian commercial banks that would help the investors to taking
their investment decisions as well as the Central Bank and it would help in highlighting the means of information
disclosure that raised the confidence of the statements’ information. Therefore, this study addresses a vital and
important economic sector in Jordan which is commercial banks by providing feedback of the banks’ annual
reports’ users of Jordanian banks and Central Bank of Jordan, as well as highlighting empirical evidence relating
to the value of annual reports that will clearly be beneficial for those who prepare Jordanian banks’ annual
reports based on the required accounting standards.

Accordingly, this study seeks to answer the following questions:
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1) Does the investor in Amman Stock Exchange rely on the Jordanian commercial banks’ annual financial
statements in making his investment decisions?

2) To which degree do the Jordanian commercial banks’ annual financial statements provide the necessary
information to the investor in Amman Exchange to make his investment decisions properly?

3) Is there a relationship between items of financial tools and its degree of disclosure in the Jordanian
commercial banks’ annual statements?

2. Literature Review

Financial statement can be described as financial information with reference to the economics activities of
commercial banks. In addition, the function of financial statement is to assist investors in decision making
regarding day-to-day operations and long-term plan of the bank (Mercy, 2014). According to Muinde (2013)
financial statement is a standard practice of any organization to be prepared in a clear form for stakeholders in
agreement with the board authority that regulates accounting information. In addition, Easley (2010) and
Grining (2011) state that the information included within the financial reports must be well-prepared and consist
of high level of disclosure. This involves disclosure inside and outside the financial statements whether they
were financial or non-financial information. Thus, it is worth to mention that the main goal of financial
statements is to provide reliable information about the true and actual financial position of a business investment
opportunity that could be useful to investors in making investment decisions.

Chong and Lai (2011) find that whenever investors tend to make their investment decision they are more likely
to seek information about firm’s ability to pay dividend as well as the behavior of other investors. Mercy (2014)
states that the objective of information is emphasized by the various accounting principles because investors and
creditors use them in their rational investment and credit decisions. In Taiwan, Shun and Chyan (2011) argue that
due to lack of information and understanding of various risks, investors seek advice from financial experts. The
financial analyst becomes useful in gathering, analyzing, and interpreting the accounting results for the sake of
potential investors to be used in making investment decisions. Furthermore, investment bankers rely heavily on
financial statement when they determine the sustainability of corporate businesses. Therefore, the financial
statement helps bankers to create an appropriate price for transactions (Patrick et al., 2017).

Michael (2013) his research was conducted by means of a survey questionnaire of preparers of one hundred and
fifty corporate investors and senior management officials of the selected banks. He found that the main
responsibility of management to the investors is to give a standardized financial statement evaluated and
authenticated by a qualified financial expert. In addition, the results indicated that investors depend heavily on
the credibility financial expert approval of financial statement in making investment decisions and as such
published financial statement is very important in the investors’ decision making.

A study by Nasser et al. (2003) provided an exploration of the perceptions of various users of financial
information in Kuwait. they found that annual report is the most important source of information, followed in
this case by information obtained directly from the company and specialist advice. Abdulrazak (2013) found that
investors used published financial statement to decide on the type of investment decision the investor will make
and which company to invest in. as such financial statement of organizations should provide information about
the economic resources of the organization, which is the source of prospective cash inflows to the company.

3. Methodology
3.1 Research Hypothesis
In this research, the following hypothesis are formulated:

H1: Disclosure in the annual financial statements of the Jordanian commercial banks helps the investor in
Amman Exchange to make his investment decisions.

H2: There is a positive relationship between the reliance of the investor in Amman Stock on the information
provided by the Jordanian commercial banks’ annual statements and the success of his investment decision.

H3: There is no significant statistic relationship between the items of the financial tools and its degree of
disclosure in the Jordanian commercial banks’ annual financial statements.

3.2 Data Collection

Data were collected using a questionnaire which was developed by the researcher through reviewing the
periodical, bulletins and studies related to the study’s problem. The sample of the study consisted of the
managers, analysts and investors in Amman stock Exchange representing 10 banks and 12 brokerage firms in
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Amman Stock Exchange. 180 questionnaires were distributed as follows: managers and investment decisions
makers (50), financial analysts (50), and investors at Amman Stock Exchange (80). Only 138 questionnaires
were retrieved as it is illustrated in the following table.

Table 1. Sample of the study

Category N distributed Retrieved Ratio of retrieved and analyzed questionnaires
Financial analysts 50 40 %75

Managers 50 38 %76

Investors 80 72 %86.7

Total 180 150 %68.3

3.3 Methods of Collecting Data
Data were collected using a questionnaire includes:
- Clarification of the study’s goals.

- Aset of questions addressing the demographic description of the sample of the study (job title, years of
experience, scientific qualification, rate of the investment decisions taken monthly and the department
which is responsible of taking investment decisions.

- A set of questions aimed at identifying to which degree the information analysis was used in taking
investment decisions. Having models of financial analysis is one of the means to identify the investors’
needs of information since these models include indicators and ratios taken into account by the investor
in the decision-making process. Additionally, these questions test the first hypothesis concerning the
extent to which the investors rely on the information in the Jordanian commercial banks’ annual
financial statements in making his investment decisions.

Additionally, this study includes the financial statements published in 2015 by ten Jordanian commercial banks:
Jordan Commercial Bank, Arab Bank, Cairo-Amman Bank, Jordan Kuwait Bank, Housing Bank, Bank of Jordan,
Jordan Ahli Bank, Bank al Etihad, ABC Bank, Capital Bank.

Further, in the analysis of questionnaire responses across user groups, t-test and ANOVA test were used to
evaluate the significance of differences in the sample means. The tests were conducted throughout using a
conventional 5% confidence level.

3.4 Limitation of the Study

The researcher faced many difficulties during the preparation of this study as weak of cooperation in filling the
questionnaire especially the managers category and the difficulty in sending questionnaires to some mangers in
the banks and the companies, in addition to the rejection of filling the questionnaires by other members of the
study.

4. Data Analysis and Results’ Discussion

Table 2 shows description of the sample.

Table 2. Description of the sample of the study

N Demographic description of the sample Mean
Financial Analysts  Decision Makers Investors

1 Jobtitle 1.59 1.40 5

2 Years of experience 2.49 3.85 3.92

3 Scientific qualification 2.88 2.29 1.93

4  Rate of decisions in month 1.76 2.61 4.95

5  Average of investment decisions success in a month 3.60 3.54 3.57

6  The responsible department for making investment decisions 1.50 1.58 1.89

The mean of the analysts category concerning job title variable was (1.59) which indicates that most of the
members of this category were investment managers while the mean of investment decision makers was (1.40)
indicating that most of the members of this category were financial managers. Additionally, the mean of
investors category was (5).
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The mean of the analysts’ category concerning the years of experience variable was (2.49) which indicates that
most of the members’ experience in this category ranged from 10 to 15 years whereas, the mean of the
investment decisions makers’ category was (3.85) with an experience ranged from 15 to 20 and the mean of
investors category was 3.92 with experience ranged from 15 to 20 years.

The mean of the analyst’s category concerning the scientific qualification variable was 2.88 which indicates that
most of the members in this category were Master/high diploma degrees holders while the means of the
decisions makers and investors categories were 2.29 and 1.93 respectively which means that the scientific
qualification of these categories was bachelor and below.

The mean of the analysts group concerning the average of the number of the investment decisions taken during a
month was (1.76) which indicates that the number of the decisions ranged from 11 to 20 while the mean of the
investment decisions makers group was (2.61) revealing that the number of the decisions taken ranged from 21
to 40. The investors’ group mean was (4.95) and so more than 40 decisions were taken in a month.

The mean of the success of the investment decisions in the financial analysts and investment decision makers
groups was (3.60) which indicates that the ratio of success was more than 75%, whereas the mean of the
investors group was (3.75) which means that 50% to 75% of the decisions taken in a month achieved their goals.

Concerning the responsible department of making investment decisions, the mean of the financial analysts group
was (1.50) which means that the investment department is the one which is responsible while the mean of the
decision makers group was (1.58) indicates that the board of directors / general director is the responsible for
taking these decisions and so was the situation with investors group.

Based on the previous analysis, it can be concluded that there is a similarity to some extent between the
investment decisions makers group and the investors group in terms of years of experience, scientific
qualification, and the responsible department of making decisions.

The first question in the second part of the questionnaire addressed the process and procedures followed in
making investment decisions to identify the extent to which the information analysis is reliable in the process of
investment decisions making. Results are illustrated in Table 3.

Table 3. Process of making the investment decision by the financial analysts, investment decision makers and
investors

N Process of decision making Financial analysts decision makers Investors
N % N % N %

1  Constant information analysis according to specific models 18 24.9% 12 24.2 0 0

2 information analysis(sometimes) according to specific models 38 57.1% 32 75.8% 8 12.5%

3 information analysis according to non- specific models 0 0 0 0 32 55.6%

4 No information analysis 0 0 0 0 24 31.9%

Total 56 100% 44 100% 64 100%

Table 3 shows that most members of the financial analysts group made their investment decisions through
relying, sometimes, on information analysis according to specific models with (75.1%). Similarly, the investment
decision makers group made sometimes their investment decisions according to specific models with (75.8).
Accordingly, the models used by these two groups could be considered one of the ways to identify their needs.
While the members of the investors in Amman Stock Exchange group made their investment decisions based on
information analysis without using any specific models with (55.6%) and the rest of this group made their
decisions without analyzing the information and this may due to their continuous knowledge of the stock
exchange as well as the number of the decisions that they need to make within specific periods of time.

Testing first hypothesis: “Disclosure in Jordanian commercial banks’ financial statements help the investors in
Amman stock exchange to make his investment decision”.

This hypothesis was tested by analyzing the sample’s responses for the second part of the questionnaire
concerning the first hypothesis which included the relative significance of the sources of information adopted by
the investor in making his investment decisions. Results were shown in table 4.
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Table 4. Relative significance of the sources of information adopted by the financial analysts, investment
decision makers and investors in Amman stock exchange during the process of investment decision making

Source of information Financial analysts  decision makers Inventors in stock exchange  Sig.
N M STD M STD M STD
1 Information presented by Amman stock exchange  4.85 0.35 4.58 0.59 3.87 0.74 0.248
2 Annual financial statements 4.79 0.31 4.68 0.46 4.61 0.50 0.181
3 Quarterly financial statements 4.55 0.69 3.99 0.66 3.84 0.71 0.289
4 Direct contact with the company’s management 3.10 0.73 3.18 0.87 3.11 0.78 0.320
5 The company’s news published in the newspapers ~ 3.34 0.60 2.65 0.97 3.38 0.90 0.277

The results in Table 4 showed that the annual financial statements are one of the most important reliable and
dependable resources of information for taking investment decisions from the perspective of the three groups
with means (4.79), (4.69) and (4.61) respectively. This result proved the significance of the annual statements is
one of the resources of information that helps in making investment decisions. The item got low standard
deviation (0.31), (0.46) and (0.5) respectively which indicated a match in the respondents’ perspective towards
the importance of this item.

Additionally, ANOVA results revealed that the significance degree among the three groups was (0.181) that
assured lack of significance among the three groups in their reliance on the annual financial statements as a
source of information and so the first hypothesis was accepted.

The second part of the questionnaire raised a question with two parts about the information ratio provided by the
financial statements to the investor in Amman stock exchange to help him make investment decisions and the
reasons that restrict the adoption of these statements.

a) Table 5 shows information ratio provided by the financial statements to the investor in Amman stock
exchange:

Table 5. Information ratio provided by the financial statements to the investor in Amman stock exchange

formation ratio Financial analysts  Investment decision makers  Investors
Less than 25% 0 7% 12%
25%-50% 0 14.2% 66.1%
50%-75% 18% 27% 2%
More than 75% 73% 51% 0
not rely on annual report 9% 0 21.1%

It is clear from the previous table, the information ratio provided by the Jordanian commercial banks’ annual
financial statements to the financial analysts and investment decisions makers groups was more than 75% of the
required information, whereas the ratio for investors group ranged from 25% to 50%.

b) Regarding the non-reliance on the annual financial statements in making investment decisions,six out of forty
(analysts group) and sixteen out of eighty (investors group)answered that they did not rely on banks’ annual
financial statements in making their investment decisions while the investment decisions makers group did not
answer this question. T test was used to identify the relative significance of the investor’s lack of reliance on the
Jordanian commercial banks’ annual financial statements as it is illustrated in Table 6:

Table 6. Relative significance of the investor’s lack of reliance on the Jordanian commercial banks’ annual
financial statements

Reasons of non-reliance on Jordanian commercial banks’ annual financial M Sig.  Notes
N  statements Analysts Investors
1 The statements covered extended period 5.0 5.0 0.808 Non
2 There are better information resources in meeting the investors’ needs 5.0 5.0 0.808 Non
3 Information are not trusted 4.0 4.0 0.808  Non
4 The auditors’ report about that banks’ statements is not objective and does not 5.0 5.0 0.808 Non
reflect real situation
5 Not published in the appropriate time 6.0 6.0 0.725 Non
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There is a total agreement in the analysts and investors groups’ responses in identifying reasons for not adopting
the Jordanian commercial banks’ annual financial statements in their investment decisions. Moreover, the table
showed lack of significant difference between the two groups.

Testing second hypothesis: “There is a positive correlation between the investor'’s reliance on the information
provided by the Jordanian commercial banks”. This hypothesis was examined using the Pearson Correlation
Coefficient and the results are illustrated in Table 7:

This table showed a positive correlation between the average of the information provided by the Jordanian
commercial banks financial statements to the investors in Amman stock exchange and between the average of
the successful decisions taken in a month. The Pearson correlation for the investment decisions makers’ group
was (0.442), followed respectively by the financial analysts group (0.424) and investors in Amman Stock
exchange (0.081).

Table 7. Results of the relationship between information ratio provided by the Jordanian commercial banks’
annual financial statements to the investor in Amman stock exchange and between the average of the investment
decisions success ratio taken in a month

Group Average of information ratio Average of investment decisions Correlation P
provided by the financial statements  success ratio in a month coefficient

Financial analysts 3.12 3.16 0.424 0.522

Decision makers 3.68 3.16 0.442 0.566

Investors 2.02 6.23 0.081 0.699

Whole sample 2.59 3.19 0.241 0.049

Table 8. Items in the third part of the questionnaire which their means ranged between (3.5-5)

N Item M Sig
13 Interests received and similar revenues 3.57 Sig
14 Paid interests and similar revenues 3.56  Sig.
15 Profits and losses arising from trading with bonds 4.66 Sig.
16  Profit after deducting losses resulted from bonds investment 4.61 Sig.
1 asset and liability groups according to their nature 3.54  Sig.
2 Assets order according to its relevant liquidity 4.19 Sig.
8 Treasure bonds or any other discountable bonds in Central Bank 4.08 Sig.
7 Governorate bonds and others held for trading 470  Sig.
6 Deposits in other banks and facilities given to them 442 Sig.
5 Deposits in other financial markets 401 Sig.
21 Investment and trading bonds activate trading in the market (especially if market value differs from the book 4.54  Sig.
value)
20 Investing in shares in stock exchange if the banks keep them for trading 4.60 Sig.

Regarding to Table 7, there was a weak positive correlation as Pearson correlation was (0.241). Moreover, P
value was (0.05) which indicates lack of significant differences between the members of the study’s sample and
therefore, the second hypothesis was accepted.

Testing the third hypothesis: “There is an important statistical relation between the item’s importance and its
degree of disclosure in the Jordanian commercial banks’ annual financial statements”.

This hypothesis was tested through identifying disclosure ratio for each item as it was explained previously. The
items which its means ranged from 3.5 to 5 were 16 out of 37 as it is illustrated in table (8).

Table 9 showed that all Jordanian commercial banks (the sample of the study) exceeded the ratio of disclosure in
their financial statements in 2015 with 50%. In addition, Arab Bank got the highest ratio in terms of disclosure in
its financial statements with (75.1%) followed by the Cairo-Amman Bank with (69.3%) whereas ABC Bank and
the Capital banks were the least in disclosure with (52.3% and 52.2%) respectively.
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Table 9. Banks’ disclosure ratio

N Commercial Banks Disclosure ratio
1 Arab Bank %75.1
2 Amman-Cairo Bank %069.3
3 Jordan Kuwait Bank %065.6
4 Housing Bank %63.2
5 Jordan Bank %61.8
6 Jordan Ahli Bank %60.3
7 Jordan Commercial Bank %57.6
8 Bank al Etihad %54.6
9 ABC Bank %52.3
10 Capital Bank %52.2

In light of the previous results, it is clear that the Jordanian commercial banks’ annual financial statements
provide (61.21) of the necessary information that help in taking the investment decisions. And therefore, there is
a significant statistical relation between the item’s importance and its degree of disclosure in these reports.
Accordingly, the third hypothesis was accepted.

5. Discussion and Recommendations

Results of this study showed that the perspective of the financial analysts and investment decisions makers
groups matched as the two groups believe that the investment decisions are based mainly on information analysis
according to specific models. At the same time, most of the members of the investors group believed that their
investment decisions were not based on any specific models although the adoption of specific models made it
easier for the users of these models to identify their needs of the information but there are some decisions with
low degree of significance taken daily without adopting any specific models. In addition, the Jordanian
commercial banks’ annual statements were considered one of the most important resources of information which
the investors rely on with a mean (4.79) in the group of financial analysts and (4.61) in the investment decisions
makers’ group. These statements which affect the investors’ investment decisions can be developed in terms of
content to suit the needs of the users of these statements.

The relevant significance of other information resources (information published by Amman stock exchange, the
direct contact with the company’s management and the company’s published information in the newspapers)
between the financial analysts and investment decision makers groups was homogeneous but this significance
varied according to the quarterly financial statements. The three groups agreed that the information published by
Amman stock exchange came in the second rank in terms of its significance as a source of information which
means that the three groups relied on other information resources to make their investment decisions and so
having sufficient disclosure in the Jordanian commercial banks’ annual financial statements which meets the
needs of all categories of investors in Amman Stock Exchange in the appropriate time will facilitate the process
of taking investment decisions by the adoption of one main resource of information rather than looking for other
resources.

Results also showed that the companies’ published news in the newspaper was the least significant resource of
information which indicates that the news published in the newspaper do not meet the investors’ needs of
information. On the other hand, the three groups agreed that there was a positive correlation between the average
of information provided by the Jordanian commercial banks’ annual financial statements to the investors in
Amman stock exchange and the average of the success of the investment decisions as Pearson correlation
coefficient was (0.251) for the whole sample. Further, the mean of the disclosure in the Jordanian commercial
banks’ annual financial statements was (61.21) and this enhanced the investors’ trust of these statements as a
source of information.

The results of this study proposed the following: First, the necessity to issue the annual financial statements with
their details and without any deletions. Second, the interested institutions as the profession council and auditors
organization need to adopt the international accounting standards’ requirements to fit the Jordanian legislations
and laws. Third, the coordination between the Central Bank of Jordan, Jordan Securities Commission, the banks
association and any other concerned entity in establishing an independent website includes all the information
which investors care about whether it was inside or outside Jordan. Fourth, departments in the Jordanian
universities make a contact with public institutions, banks and the companies to cooperate with the scholars and
provide them with information and data that help them in their researches.
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