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Accounting Earnings Quality in the Companies Listed on the
Egyptian Stock Exchange and its Reflection on Share Prices

Dr. Mostafa Kayed Abdelazeem Mohamed
Abstract

Earnings quality is considered one of the recent topics that have
attracted the attention of many researchers. Even with prior accounting
research has agreed on the importance of earnings quality, debate still
arises regarding the nature of earnings quality and how to measure it.
Therefore, this study aims to determine the extent to which the
announced earnings in the financial report represent an adequate level
of earnings quality. Furthermore, the research aims to track the effect
of earnings quality on the share prices of listed shares on the Egyptian
Stock Exchange. To achieve those aims, the financial statements of 70
companies included on the EGX100 index were analyzed over the years
from 2014 to 2016 in addition to data from 2013 and 2017 (a year before
and a year after this period) to be matched with the requirements of the
models for measuring the earnings quality.

The results revealed some interesting insights. According to the models
used in this study, there are different levels of earnings quality in the
financial reports of the companies listed on the Egyptian Stock
Exchange. Second, earnings quality, as measured using the indicators
of earnings continuity and the predictive ability of earnings, and income
smoothing do not significantly influence the stock prices for companies
listed on the Egyptian Stock Exchange. While the earnings quality
measured using the accruals quality indicator has a significant effect on
share prices.

Key words: earnings quality, accruals quality, profits continuity,
predictive ability of earnings, income smoothing.
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