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Using Value Relevance Approach for Assessing Accrual
and Cash Flow Measures in the Financial Markets

Empirical Study
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Abstract

This thesis aims to investigate the relevance of accrual and cash flows
measures in explaining stock prices and their returns of financial companies
listed at Amman Stock Exchange and at Damascus Securities Exchange.

The sample includes (29) banks and insurance companies listed at
Amman Stock Exchange over the period from 2006 to 2016. For Damascus
Securities Exchange, the sample includes (16) banks and insurance companies
over the period from 2011 to 2016. To test the hypothesis of the search, Rolling
Regression have been used, and to confirm the results, Factor analysis have
been used.

The results of the study can be summarized as follows:

For banks listed at Amman Stock Exchange, the results show that accrual
measures are more relevant than cash flows measures in explaining stock prices
and their returns of banks; for insurance companies listed at Amman Stock
Exchange, the results show that accrual measures are irrelevant in explaining
stock prices and their returns for insurance companies listed at Amman Stock
Exchange, and cash flows measures have value relevance in explaining stock
prices of these companies; for banks listed at Damascus Securities Exchange,
the results show that accrual measures are more relevant than cash flows
measures in explaining stock prices for banks, and cash flows measures are
irrelevant in explaining stock returns; and for insurance companies listed at
Damascus Securities Exchange, the results show that cash flows measures are
irrelevant in explaining stock prices and their returns of insurance companies,
and the accrual measures have value relevance in explaining stock prices.

Finally, one of the most important recommendations of this study is raising
the awareness of the investors in each of the financial markets (Amman Stock
Exchange and Damascus Securities Exchange) about the importance of cash
flow measures. In addition to the establishment of local trading halls in some
governorates of the Syrian Arab Republic.



