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ABSTRACT

TESTING THE ABILITY OF CASH FLOWS AND ACCOUNT-
ING PROFITS TO FORECAST CASH FLOWS FROM
FUTURE OPERATING ACTIVITIES: AN EMPIRICAL

STUDY ON THE BANKS OF JORDAN

EMAD Y. AL-SHEIKH
Applied Science University

FADI F. HANIA
Astra Group

This research examines the ability of accrual basis and cash basis in
determining the best ways and strategies to predict the future cash flows in
Jordanian banks. It uses factors such as the size of assets, debt ratio and quick
ratio, interest, and credit facilities. The results revealed a weak relationship
between net income and cash flows from operating activities, but a strong one
between total accruals and operating cash flows. They also indicated that the
data prepared in accordance with the accrual basis provides a better reading for
forecasting future cash than those prepared on the basis of cash.
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