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The effect of financial information on investor decisions: Accrual versus cash accounting

Ehsan Ghadrdan®® Umm al-Banun al-Hamtian?® Mehdi Ali Nejad Rahmatabad®

Abstract

The present study was conducted to analyze the impact of value added information
developed in accordance with the two main accounting systems for investment
decisions, with a direct impact on the current market value of capital of listed
companies. To obtain the results of the study, specific financial information was
examined and in a sample consisting of 170 Iranian companies listed on the Tehran
Stock Exchange between 2009 and 2015, the samples were measured using Ivyus
software. In this regard, three hypotheses were developed and in order to test the
research hypotheses of data analysis, econometric models of other articles were
used based on multiple regression analysis and consistent with the research
objectives. At this level of research, the impact of information obtained through cash
accounting (quantified through cash flow derived from operations, investment and
financing) and accrual accounting (quantified through net operating profit and net
income) The return on capital of the listed companies was reviewed and estimated.
The results indicate that the information obtained from accrual accounting and cash
items has an impact on stock prices and also the information obtained from accrual
accounting (operating profit) has less effect on the valuation of stock prices
compared to the value of information obtained from cash accounting. (Operation
Cash Flow).

Keyword: Accrual financial information, cash financial information, investor decision
making, stock price
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