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Abstract

This study examines the association between traditional accounting
performance measures and stock returns and the importance of these
performance measures in explaining variations in stock returns for
companies listed in Kuwait Stock Exchange during the period 1997-2001.
The study findings indicate that, in general, both earning based and cash
flow based performance measures are positively associated with stock
retums and explain substantial proportion of stock return variations.
However, earning based performance measures (ROA, ROE, EPS) seem to
be more associated with stock returns and explain larger proportion of the
variations in stock return than cash flow measure (CFO). These results
suggest that traditional accounting performance measures reflect substantial
value-relevant information and still tmportant in explaining stock return
variations, The results also emphasize the importance of these measures 1o
of financial statement users and the need for improving disclosure of these
measures by Kuwaiti companies.
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Model (2): Rit= ait + flit (ROEq) + fit3 (EPS it § + fit (CFOEiy)
+8it (NISit) + eit

Ind. variables By T-vaiue P-value | VIF-value '
ROE, 2.137 | 2.109%** 0.00 756
EPS, 0.677 10.583 0.561 2.06

CFOE, -0.083 -0.096 0.924 6.12
NIS 0059 | 4.590%** 0.00 1.055
R*: 0312  Fvalue: 140 P-0.00
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Model (3): Rit= ait + Blit (ROE¢) + i3 (EPS it ) + +it (NISit)) + eit

Ind. variables B T-value P-value VIF-value
ROE, 2054 | 3.879%e 0.00 208 |
EPS. -0.671 0581 . 0363 205

- ONISy 0.059 4.979%e» 0.00 1.03

R: 0.311  F-value:18.87 P:0.00 '
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Model (4): Rit= ait + Pit (CFOE) + eit

[ | |
| Ind. Variables ! B T-value Pvalue |
| | ]
i i i

CFOE, ! 1.746 4 A5 TH** : 0.00 !

; 1 | ! |
I |
! R?:0.141 F-Value: 20,76 P-value: 0.00 |
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