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The extent to which the Egyptian environment
needs an Accounting Standard for Inflation from
the perspective of Relevance of Information —
an Empirical Study
Abstract:

The study aims to reveal the Egyptian environment’s need for
an accounting standard for inflation, through an empirical
verification of the impact of applying both the historical cost model
and the inflation-adjusted cost model (contained in IAS No. 29);0n
the relevance of the financial statements information for companies
listed in the Egyptian stock market. In order to test the hypothesis
of the study and achieve its goals, a test study was conducted by
applying the model mentioned in the study (Bandyopadhyay et al.,
2010) to measure the relevance of the information of financial
statements for the two models (historical cost, inflation-adjusted
cost) for a sample of 31 companies listed in the Egyptian stock
market, During the period from 2014 to 2021 with 248
observations. The study shows many results, perhaps the most
important of which is the information of the financial statements
based on the inflation-adjusted cost model achieved a great deal of
relevance and a higher degree than the historical cost model.
Therefore, this study, along with other studies in the accounting
literature, contributes to shedding light on the importance of the
availability of each of the inflation-adjusted cost model to achieve
the relevance of the information of the financial statements, as well
as the historical cost model to ensure the reliability of such
information. This is what calls for the importance of the bodies
concerned with setting Egyptian accounting standards, to study the
possibility of issuing an accounting standard for inflation using the
inflation-adjusted cost model contained in IAS No. 29.
Keywords :

Inflation Accounting , Historical Cost Model , Inflation-
Adjusted Cost Model, International Accounting Standard No.
29, Egyptian Accounting Standards , Relevance of Information,
Financial Statements, Net Profit, Accrual Profit, Net Operating
Cash Flow .
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