NS NS NS NS NS N TN NS N N NS N N N N N N N N AN AN X

=X

it | o ek | S
@ ASUNET

et | i ekl | S
(o pSetel | (i ) G gl

@ ASUNET
HANAA ALY

oA DEAD DA ADEEADEDEAE AN EADE=

SN NN N NN NN NN AN N NN/

Y7
12

N AN AN A AN AN A AN AN NN NN EAEEANEENEAE N




BRSES CSED P EEo N EE0 N STON STON STON SEON SEON ST N STV SEONSEEN SEONSEONSEON SEON SEON SEON STV ST SE0 N

=X

it | o ek | S
@ ASUNET

et | i ekl | S
(o pSetel | (i ) G gl

“|

5
*

* &

Uy

df

| il gdugal

@ ASUNET
le

la

ds2
ol
.

(el
HANAA ALY
ceAEEAEEAEEAEEAEEAEEAEEATE AT AT A A AN

SN NN N NN NN NN AN N NN/

Y7
12

PR AR A A A A A A A A




BRSES CSED P EEo N EE0 N STON STON STON SEON SEON ST N STV SEONSEEN SEONSEONSEON SEON SEON SEON STV ST SE0 N

=X

il o ==
@ ASUNET

et | i ekl | S
(O el 1§ w3 G ol

Al

b

*

b ey

2al) Gal j3Y) sla Jadad

* ® o0

Al Bala) o aglial) Allly

s

19 ol § bl d| ot el
(o=t

»

@ ASUNET
N]
Loy daa

(ol
it

b ogd cane 28 daasal) (ol 31 oda o
HANAA ALY

»

)
A g
i
okl e
—

<

oA DEAD DA ADEEADEDEAE AN EADE=

SN NN N NN NN NN AN N NN/

Yo
12

N AN AN A AN AN A AN AN NN NN EAEEANEENEAE N




“The Role of Disclosure of Aggregate Earnings
to improve Financial Reporting Quality
and their impact on Investment Decisions:
An Applied Study for Firms
listed in Egyptian Stock Market.”

Prepared by

Omar Samir Mohamed Aly Khalaf

Thesis Submitted to Fulfill the Requirements
of Obtaining Master Degree in Accounting.

Supervisors

Prof. Dr. Atef Mohamed Elawam  Prof. Dr. Amr Hussein Abdelbar

Professor of Associate Professor
Financial Accounting of Accounting and Auditing
Faculty of Business Faculty of Business

Ain Shams University Ain Shams University

2021






Examination Committee

Prof. Dr. Atef Mohamed Elawam (Supervisor and Chairman
of Committee)

Professor of Financial Accounting

Faculty of Business — Ain Shams University

Prof. Dr. Hussein Mohamed Eissa (Member)
Professor of Accounting and Auditing

Faculty of Business — Ain Shams University

Prof. Dr. Amr Hussein Abdelbar (Co-supervisor and Member)
Associate Professor of Accounting and Auditing

Faculty of Business — Ain Shams University

Prof. Dr. Abdelatty Abdelmonsef Nasef (Member)
Associate Professor of Accounting

Faculty of Business — Cairo University






Acknowledgement

| would like to express my sincere gratitude to
Prof. Dr. Atef Mohamed Elawam
for the continuous support of the research,

for his motivation and knowledge.

| would like to express my profound gratitude
and appreciation to Prof. Dr. Amr Hussein Abdelbar
for his valuable guidance and suggestions for improving

the quality of the research.

Furthermore, | am extremely grateful to
Prof. Dr. Hussein Mohamed Eissa to be an Examiner
for the Thesis, so thank you for accepting to be

in the Examination Committee.

Also, great thanks to
Prof. Dr. Abdelatty Abdelmonsef Nasef
for his extensive knowledge and useful contributions

for the research.






Table of Contents Pages
Abstract VI
Chapter one: Introduction:

1.1 Research Introduction 1-6
1.2 Research Problem 7-8
1.3 Research Objectives 8-9
1.4 Research Significance 9
1.5 Research Limitations 10
1.6 Literature Review 10-44
1.7 Research Variables and Hypotheses:
1.7.1 Variables 45 - 48
1.7.2 Hypotheses 48
Chapter Two:
Disclosure of Aggregate Earnings:
2.1 Introduction 49 - 52
2.2 Measurement of Aggregate Earnings 53-57
2.3 Importance of Aggregate Earnings 58 -63
2.4 Earnings at a Firm Level 63-70
and Earnings at Aggregate Level
2.5 Decomposition of Aggregate Earnings 70-85
2.6 The Relation between Disclosure of 85 -107
Aggregate Earnings and
Investment Decisions
2.7 Disclosure of Aggregate Earnings 108 - 118
and Aggregate Market Reaction
2.8 Summary 119-120




Table of Contents

Pages

Chapter Three: Financial Reporting Quality

and Disclosure of Aggregate Earnings:

3.1 Introduction 121-126
3.2 Financial Reporting Quality 127 - 135
3.3 Disclosure of Aggregate Earnings 135-137
and Relevance of Financial Reporting
Quality
3.3.1 Definition of Earnings Quality 138 - 143
3.3.2 Earnings Quality Proxies 143
Earnings Attributes 144 - 145
1. Accounting-Based Attributes
a. Accrual Quality 146 - 152
b. Earnings Persistence 152 - 159
c. Earnings Predictability 160 - 162
d. Earnings Smoothness 162 - 167
2. Market-Based Attributes
a. Value Relevance 167 -174
(Earnings Response Coefficient)
b. Timeliness and Conservatism 174 - 183
3.3.3 Value Relevance Research 184 - 193
1. Dividend-Discounting Valuation 194 - 196
2. Residual Income Valuation 196 - 204
3. Abnormal Earnings Growth 205 - 208

Valuation




Table of Contents Pages
3.4 Disclosure of Aggregate Earnings 209 - 210
and Reliability of Financial Reporting
Quality
3.4.1 Measurement Error 211-218
3.4.2 Accounting Income 218 - 226
and Economic Income
3.5 Summary 227 - 228

Chapter Four:
Statistical Analysis and Testing Hypotheses:

4.1 Statistical Analysis 229 - 259

4.2 Testing Hypotheses 259 - 279

Chapter Five:
Summary, Conclusion and Recommendation:

5.1 Introduction 280
5.2 Research Summary 280 - 282
5.3 Research Conclusion 283
5.4 Research Recommendation 284 - 285

-VI-







Abstract:

The research examines the impact of disclosure of
Aggregate Earnings on Financial Reporting Quality
and Investment Decisions. The study illustrates that
Earnings are considered to be the main source
of information in capital markets.
The quality of earnings is very important to users

of financial information.

The primary product of financial reporting is net income
or earnings as a summary measure of firm performance
for a wide range of users according to accrual basis of
accounting. Accounting earnings are “value relevant”
that earnings expectations as well as earnings surprises
affect stock prices. Each company is required to provide
its earnings figures periodically, and aggregating

such earnings numbers is expected to provide timely
information concerning aggregate earnings

and the macro-economy.

There are significant correlations between

Aggregate Earnings, Financial Reporting Quality

and Investment Decisions.
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