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The effect of realized earnings fluctuations in the Islamic stock
market on market expectations of future earnings
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ABSTRACT

Expectations from the future of the market and future profits form the strategy of investors to
enter the market. The main purpose of this study is to investigate the effect of predictive
earnings information content on market expectations of future earnings in companies listed
on the Tehran Stock Exchange. The selected time period for this research is 10 years during
the years 1388-1397. To examine the relationships between variables in the present study, the
panel panel econometrics method and all related tests are used and finally it is concluded that
such as accruals, market value to book value, systematic risk, dividend ratio to previous profit
Unexpected items, the difference between realized and estimated profits and finally financial
leverage have a significant impact on the abnormal returns accumulated in the Islamic
market. The effect of shocks on the process of stock returns fluctuations have a long-term
effect that shows the possibility of past prices in predicting future price changes. Also, the
findings show that the backward fluctuations themselves have a much greater impact on the
current realized conditional fluctuations than the mutual market fluctuations in all pairs, and
are the result of poor integration within Islamic values.

Keywords

Content of projected profit information, market expectations, future profits, Tehran Stock
Exchange
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[Viewl PrucIDbject] [PrinthameIFreeze] [EstimateIFnrecastIStatisesids]

Redundant Fixed Effects Tests
Equation: EQ01
Test cross-section fixed effects

m

Effects Test Statistic df. Praob.
Cross-section F 1.845872 (294,6019) 0.0000
Wl“ gg.o)T

(=) Equation: EQ01  Workfile: TAzUntitled!, =R ==

[‘u‘iewIPrncl Dbject] [PrintINamEIFreezE] [EstimateanrecastIStatsIResids]

Correlated Random Effects - Hausman Test

Equation: EQ0A
Test cross-section random effects

m

Test Summary Chi-Sq. Statistic  Chi-Sq. d.f. Prob.

Cross-section random 0.000000 3 1.0000

*Cross-section testvariance is invalid. Hausman statistic setto zero.
** WARMING: robust standard errors may not be consistent with
assumptions of Hausman testvariance calculation.

JM el 90 Gé.:l..as ol;i by

Effects Specification

5.0 Rho

1.802424  0.0283

Cross-section random
10.56910 0.9717

|diosyncratic random
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Dependent Variable: CAR

Method: Panel EGLS (Cross-section weights)
Date: 0414/20 Time: 10:52

Sample: 1391 1397

Periods included: ¥

Cross-sections included: 295

Total panel (balanced) observations: 2065
Linear estimation after one-step weighting matrix

m

Yariable Coefficient Std. Errar t-Statistic Prab.

c 0.055043 0.002548 21.60257 0.0000
oo 0.000452 0.001312 0.344591 07304
MEG 0.001170 0.001837 0.636575 [.5245
EVOL 0.000691 0.001063 0549594 0.5158
DA 0.790995 0001414 5595018 0.0000
MB -3.278909 0.006657  -492.5733 0.0000
BETA -0.210294 0.001414  -148.6980 0.0000
DPR 23250749 0.015560 149 4262 0.0000
EREF -0.213385 0001447 1474931 0.0000
LEV -0.226138 0.004390 -51.51710 0.0000

Effects Specification

Cross-section fixed (dummy variables)

Weighted Statistics

R-squared 0.8999918 WMean dependentvar 1.5854860
Adjusted R-squared 0.989904 S.D. dependentvar 3451200
S.E. of regression 0.033462 Sum squared resid 18971772
F-statistic 7081255 Durbin-Watson stat 2223826
Prob(F-statistic) 0.000000

Unweighted Statistics




