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The Relationship Between Discretionary Accruals and Earnings
Persistence: The Moderating Role of External Audit Quality

“An empirical study on the Egyptian listed companies”
Abstract

Objective: The current research aimed to test the effect of the quality of external
audit on the relationship between discretionary accruals and earnings persistence,
in the light of scarcity of previous studies in the Egyptian environment, applied on
non-financial companies listed on the Egyptian Exchange Stock.

Research Methodology: To achieve the research objective, the researcher used a
multiple regression model. Also, in order to test the hypotheses, archival data was
relied on a random sample consisting of (100) non-financial companies listed on
the Egyptian Exchange Stock, during the period from 2016-2019 and continuing
to be registered during the years (2020-2021). The earnings persistence was
measured by a coefficient of (B), discretionary accruals were measured using the
original (Jones, 1991) model, while the quality of external audit was measured
using the size of the audit firm.

Research Results: The results of the study found that there is no significant effect
of discretionary accruals on the earnings persistence, after one future period and
two future periods. Also, The results indicated that there is no significant effect of
the quality of external audit on the relationship between discretionary accruals and
the earnings persistence after one future period and two future periods.
Originality/ Value: to the best researcher's knowledge, this research provides
about the oversight role of the quality of external audit in the relationship of
discretionary accruals to the earnings persistence, in light of the relative decline in
academic research related to the research problem.

Keywords: External audit quality, Discretionary accruals, Earnings management,

Earnings persistence.
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