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Abstract

The research examines the effect of economic uncertainty on
the probability of fraud in financial reports, considering the
moderating role of some variables that related to, the cognitive
aspect of the auditor, namely: his experience, rotation, and
industrial specialization. The researcher concluded by deriving
four hypotheses that reflect the expected relationships between
the research variables. Through the actual analysis of the
published financial reports of firms listed on the Egyptian Stock
Exchange. The researcher was able to select 162 firm with a total
of 1367 observations that formed the sample for the period from
2015 to 2023.

By applying the logistic regression method, the results
presented a positive effect of economic uncertainty on the
probability of fraud in financial reports, which the researcher also
verified through robustness test, as the results did not differ from
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those when using the inflation rate as an alternative measure of
economic uncertainty. With regard to the moderating effect of the
variables that reflect the auditor's experience, rotation, and
industrial specialization, the results presented a moderating effect
of the auditor's experience; as experience contributed to
mitigating the positive relationship between economic
uncertainty and the probability of fraud in financial reports. In
addition, auditor rotation led to mitigating the positive
relationship between economic uncertainty and the probability of
fraud in financial reports as well. Finally, the research results
concluded that there was no statistically significant moderating
effect of the industrial specialization on the relationship between
economic uncertainty and the probability of fraud in financial
reports, and this was also confirmed through robustness test.

Additional analysis presented an important result, that indicate
the repercussions of economic uncertainty on the increase the audit
effort measured by the audit report lag (ARL), as the relationship
between them appeared positive and significant. This predict
supports the results of testing the research hypotheses, according to
which the researcher emphasized the importance of auditors
considering the surrounding economic conditions when planning and
implementing the audit process, and when assessing the audit risk.

Key words: Economic Uncertainty - Financial Reporting Fraud -
Auditor Experience - Auditor Rotation - Auditor
Industry Specialization.
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