Journal of Financial Accounting Research Vol. 10, No.3, Ser No. (37) 2019

Percent Accruals and the Accrual Anomaly in Tehran Stock Exchange

Saeed Rafiee
Master of Financial Engineering, Kharazmi University, Tehran, Iran
Mohammed Ebrahim Aghababaei*

Assistant Professor of department of Financial Management and Financial Engineering, Kharazmi
University, Tehran, Iran
Mohammad Egbalnia

Assistant Professor of department of Financial Management and Financial Engineering, Kharazmi
University, Tehran, Iran

Abstract

Income is one of the most important criteria in evaluating the firm. Regarding to the
importance of the income in analyzing companies, study of income components and its
effect on other accounting variables can be useful. Income is composed of accrual and cash
elements. The accrual component is less persistent in compare with the cash one.
Recognition absence of accrual components’ less persistence by investors, causes accrual
anomaly. Using two accrual measures, percent accrual and traditional accrual, this study
investigates the accrual anomaly in Tehran Stock Exchange during 2007 to 2015. In
addition, hedge portfolio method for whole sample, profitable firms, non-profitable firms,
and the arbitrage risk quintiles, is used. The results show that percent accrual measure is
relatively better than traditional accrual measure in detecting accrual anomaly. Plus, the
results of this study were consistent with other measures for traditional accrual; however,
the result weren’t consistent with Jensen alpha in CAPM and Fama French models.
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