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R ROA ROA2 ROE CFO WCA NID
R 1
ROA 0,463 1
ROA2 0,447%%  0,981%% 1
ROE 0,473%%  0,916™*  0,929%* 1
CFO 0,124™*  0,382"*  0,393%*  0,346™" 1
WCO 0,201%* 0,447"% 0,446™* 0,427%* 0,329%* 1
NID 0,193%%  0,462* 0,465  0,435%F 0,209 0,669™* 1
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Ind. Var. Bic T-value Sig. Level  VIF-value  R> F-value
ROA; 1,06 2,215% 0,025 6,634 0,233 29,8%*
ROE;; 0,689 2,984%* 0,003 6,27
CFO;, -0,227 1,439 0,151 1,226
WCO; 0,044 0,327 0,744 1,968
NID; -0,118 -.818 .420 1,929
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Ind. var. Bit T-value Sig. Level VIF R> F-value
ROA; 2,310%* 10,36 0,00 1,452 0,219 34,5%%
CFO;; -0,243 -1,475 0,141 1,226
WCO;, 0,06 0,441 0,660 1,965
NID;, -0,117 -,794 0,428 1,929
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F-Valuee R> B NID B; WCO Bi CFO Bi ROE B;; ROA o Model
29,8%* 0,233 -0,118 0,044 -0,227  0,689%%  1,06%* -.04*  Model(1)
136™* 214 - - - - 2,15%% -.08*  Model(2)
144%% 0,223 - - - 1,10%* - -0,03  Model(3)
74,1%% 0,229 - - - 0,704** 0,866 -05*  Model(4)
50,1%% 0,232 - - -0,216  0,701%*  0,978% -.05%  Model(5)
48,8%* 0,228 - -0,042 - 0,689%*  0,927* -06*  Model(6)
49,1%% 0,230 -0,97 - - 0,694%*  0,963% -05*  Model(7)
8,82%% 0,05 0,292 0,254 0,240 - - 0,075 Model(8)
34,5%% 0,219 -0,117 0,06 -0,234 - 2,31%% 07**  Model(9)
35,8%% 0,225 -0,079 0,025 -0,174  1,148™% 07**  Model (10)
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ABSTRACT

EARNINGS BASED AND CASH FLOW BASED PERFOR-
MANCE MEASURES & THEIR ASSOCIATION WITH
STOCK RETURN VARIATIONS: AN EMPIRICAL STUDY
ON COMPANIES LISTED IN AMMAN STOCK EXCHANGE

MAHMOUD A. ALKHALIALEH

Kuwait University

The purpose of this study is to examine the association between two sets of
performance measures; Earning based performance measures and cash flow
performance measures. In addition, the study compares the two sets of
performance measures in term of their association with stock returns and in term
of their explanatory power of stock returns variability. The study sample
consists of 512 observations accumulated over 16 years and related to 32
companies listed in Amman Stock Exchange during the study period 1984-1999.
The study provides the following findings: Earnings based performance
measures & cash flow performance measures are significantly and positively
correlated, Earnings based performance measures are more associated with
stock returns than cash flow performance measures. Additionally, earnings
based performance measures explain larger proportion of stock returns
variations than cash flow performance measures, and earning based perfor-
mance measures contain additional information, with respect to stock returns,
beyond that contained in cash flow measures.
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