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The Accounting Lead-Indicators
to Predict the Financial Crisis

Abstract

In this research, eight indicators that may serve as indicators of the
financial crisis mergence. These indicators have been extrapolated
from the related literature of accounting and auditing, such as abandon
some of the basic accounting principles, the excessive reliance on
market values, abundant attitude toward issuing of accounting
standards, the adoption of the positive school philosophy and
radicalism in the application of accounting, the abandonment of the
independence of the auditor, the trend towards meeting the needs of
the investors rather than the other parties, the dominance of audit
firms on the profession of accounting and auditing. The ability of
these indicators has been tested to formulate an early warning system
to predict the financial crisis through the presentation of these
indicators through a questionnaire on a sample of accountants and
chartered accountants. The results of this study shows the approval of
the sample that all of these indicators serve as an early warning and
thus, they are indicators to predict the emergence of the financial crisis
with explanation ratio amounted 69%.
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