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HNCTPA’KUBAILE BE3E UISMEBY IIPOMJEHA Y BUWIAHCHUM CTABKAMA U
BYAYRUX BPUJEJHOCTU AKIINJA HA BEP3U: UPAHCKH IIOI'JIE|

Summary: The present study investigates
analytically the relation between changes of balance
sheet items and stock future output of listed companies
in Tehran Sock Exchange. Snce, one of these
informative sources which are available for investors
and creditors and financial analysts are fiscal lists of
companies and in principle one of the main instrument
as final output of accounting process and financial
reporting, so the research aims to predict the stock
output changes by investigating the balance sheet
items.

Along with the subject, six hypotheses are
postulated and the kind of research method is
correlation during 2005-2010. The results show that
changes of fixed assets and also shareholders
emolument have influence on the future exchange
output. Nevertheless, the determination coefficients in
the following model were low. This reveals that
independent coefficient in the model have a weak
relation with the future exchange output.
Consequently, there is a meaningful relationship
between balance sheet and listed companiesin Tehran
Sock Exchange.
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1. INTRODUCTION

Nowadays, investment includes an important pagcohomic activities and investment is one

Pesume: Osaj pao 6asu ce amarumuuKum
ucmpancugarem 6ese usmely npomjena OuNaHCHUX
cmasku u  6yoyhux epujeOHocmu  akyuja Ha
Texeparckoj 6epszu. C 0b63upom 0a cy uckanne nucme
KOMRAHuja jeoan 00 u360pa uH@opmayuja Kako 3a
umngecmumope u Kpeoumope maxo u 3a QuHancujcke
ananumuiape me y npuHyuny npeocmasnajy u jedau
00 2NA6HUX UHCMpYyMeHama Yy noziedy KOHAYHO2
pesyimama 06pauyHcKo2 npoyeca u (OUHAHCUJCKO2
u36jemumasarea, maxKo u 080 UCMPANCUBAILE UMA 30
yum 0a ce npedsude byoyhe gpujednocmu akyuja Kpos
UCMPAdICUBATLE NPOMJEHA OULAHCHUX CTNABKUL.

Y paoy je nocmasmweno wecm xunomesa a memoo
ucmpaxcugara je xopeiayuja y nepuody oo 2005. oo
2010. eo0une. Pezyimamu noka3zyjy oa npomjeHe Ha
cmasekama — OCHOGHUX — cpedcmasd U Npuxood
akyuonapa umajy ymuyaj Ha 6yoyhe epujeonocmu
akyuja Ha  Oepsu. Hnax, roeduyujenmu  3a
oopehusamwe y damom moodeny cy oumu uucku. 0o
yKazyje Ha mo 0a He3a8UCHU Koepuyujenm y oamom
MoOeny uma cnaby eezy ca 6yoyhum epujeonocmuma
akyuja na 6epsu. Cxoono mome, NOCMoju 3HaAYajHA
6e3a uzmely ounanca cmara u HageoeHux KOMNauuja
na Texepanckoj bepsu.

Kibyune pujeun: 6yoyhe epujeonocmu axyuja Ha
bep3u, Hemo onepamusHa — cpedcmed, 0Y208U,
Texepancka bepsa.

JEJI knacuduxanmja: D53

of the necessities of development in any society.

We can claim that no society can progress withagstment. We need some information for
investing in a society. So, information is useddaplanation of the status of economical units. Mos
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of investors are faced with this question, thawisich of the above information can lead them taivar
optimized decision making, a decision which leadsntaximize investors’ wealth and property.
Accounting process provides thesaurus related tigitscof operation result and also resource and
consumption of companies’ cash in an annual firdnoériod. Investors and financial analysts can
find the economical unit status by using this infation. In recent years, reporting method and
accounting information revelation have affecteditiiea organizational and extra organizational siser
and have been considered by accounting researcét dfiadhe recent researches also investigate the
ability of predicting accounting items. Users afdncial sheets have more and profound consideration
and ability of forecasting the mentioned itemsha tists. Various studies investigate the changes i
financial lists and their relation with exchangeoaitput. In recent years, the information of batanc
sheet has enjoyed a special place in evaluatingardasting the stock efficiency. Investors, intfa
are a group of users who are interested in sonwndtion about substantial risk and their own
investment's output and as providers of capitatscammercial unit risk. In this respect, investors
must perform some wide and profound investigatishite investing in typical exchange. This subject
is discussed in countries where their exchange ehd&s not the necessary efficiency. One of these
instruments is information mentioned in the finahdist, so investors can invest in the exchange
market of the accepted companies by using thignmdtion.

The purpose of the study is to investigate therinfiive content of balance sheet through
analyzing real information and help in this waye thvestors in making their decisions in order that
they can gain more output from their own investraelt this paper, the relationship between balance
sheet and exchange future output has been investiga

2. LITERATURE REVIEW

Rayburn studies the cash resulted from operatem ivith exchange output. His focus was
mainly on operational cash progress instead of tatsh progress. The results of Rayburn's research
show that there is coordination between operati@ash progress and Exchange output (Rayburn
1986).

Ohlso and Penmen perform a study on a case ofllistenpanies on New York Stock
Exchange. They investigated the relationship betwaecounting information and exchange output
and they applied linear regression model with two noore variables. They investigated the
relationship between exchange official value andharge output which survey the relationship
between single balance sheet items and exchangeutostich as current capital, stockpiled
depreciation, properties, machines and equipmeather assets, long-term debts and premier
(superior) stock. They performed two series of @egions for the above instances. Following are the
results of Ohlson and Penmen research.

1-The relationship between official value and exgdeoutput in comparison with between
income of every share and its output is very ttivia

2- Level of introducing the exchange output by knbalance sheet items is less than
introducing the exchange output by official value.

3- By increasing time periods, level of introducitig exchange output through the balance
sheet items is increased (Ohlso and Penmen 1992).

Sloan investigated this subject where the informeashare price concerning mandatory items
and pecuniary currents would show us the futurditprdn this research he concluded that there is a
negative relationship between current capital atuth@nge future output (Sloan 1996).

Chen et al., investigate the relationship betwegei®orm criteria stock price and exchange
output by surveying 325 companies during 1991-199%y compared 3 (three) new performance
criteria; Economical Value Added, cash currentrestment output and remained cash flow with 6
traditional criteria of accounting. Results shovattlhe performance criteria of economical assets
value and investment output cash have a weak atioelwith price and share output (Chen et al.
2002).

Haw et al., investigated rate of using financidloimation in analyst's decision making.
Regarding that the information was primarily undensideration of the company information break
down into 3 parts, and then the question has beerduced:
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A) Company annual financial report includes: mamaget activity report, accounting report,
management letter, balance sheet assets (fundpdesheet debts, profit and loss invoices, cash fl
statement, 3 months reports and stock holdersissllaave been investigated.

B) Information related to economy and industry whiocluded industrial and economical
information has been investigated.

C) Company's other information which were compahigsory and specifications, stock price
information, management and specifications, stodkepinformation, management and staff, past
profit summary and key proportions have been ingattd. The analysts were questioned which sets
of information they use to analyze the companytust The previous fiscal year information had been
present to analysts and they were asked to prédiatompany’s next year status. Prediction accuracy
level shows the relevance items in the predictioth deviation from real output represents mistake in
the prediction. After analyzing received respongkey found that shareholder's salary statement,
balance sheet debt balance sheet funds, probditie dexes, long term debts, inventory have a lower
prediction accuracy level and analysts do not medesof them for predicating very often (Haw et al.
2004).

Fairfield, Whishenant and Lambardy investigate tennotative concepts for future
profitability and market inappropriate pricing. i6 stated in this research that obligations are
progressive (growth) element in operational nete@sgFunds) and also are a part of future
profitability. They separated profitability insidebligation and cash flow from operation and also
separated growth in obligatory operational nettag$end) from growth in long operational net asset
They concluded that net growth of operational askes a negative relation with exchange output
(Fairfield et al. 2003).

Hirshlefir et al., investigate that if investorsit their consideration, they use the results of
accounting in which a soft method and positiveeatp of a company’s performance will be
confirmed. They state that when balance sheesissasd, investors give a high value (positionh¢o t
company by their limited consideration they sugegsh their conclusion on operational net assets
(stock) output (Hirshlefir et al. 2004).

Richardson et al., investigate the effects of opamal net funds and its influence on future
exchange output (Richardson et al. 2010).

3. OBJECTIVE OF THE STUDY

Stock output as one of the important factors inimgkest choice for investors concerns the
basic financial lists of companies which generallg one of the main instruments for transmittirg th
information to the related persons and are a fimalduct of accounting process and financial
reporting. So, this paper aims to help investois amalysts to make correct decisions by calculating
the stock future output and investigate its retafop with balance sheet items.

Balance sheet items consist of various elementstlisdpaper investigates current assets,
fixed assets (funds), current debts, long term gjethiareholder's salaries and also operational net
assets which are gained from balance sheet itesliswing are its concepts:

Current Assets concept:

Current Assets concept means those groups of aa$eth change into cash by normal
operation and those assets which the company spgeswds cash available in future

Fixed assets concept:

Most of the commercial units have done consideraestments in physical properties using
them in operation and making their investment pabfe in many periods. Important assets in this
class consist of land, building, machines, equigmimstallments, optimizing rental properties and
land.

There is a need for an asset included in this dasisthe company makes use of pertinent
asset to have income through operation.
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Current Debt concept:

A time debt should be classified as current debemwhs anticipation is settled during an
operational circle of commercial unit or during ofear after balance sheet date. (Anyone longer)

Long term debt concept:

Non-current debts are obligations which will betledt after one year operational circle. The
most common long term debts are bonds, movablestaabligations of retirement and other
advantages after retirement and rental obligations.

The effects of above obligations are on companytwiré operation, conditions of their
reimbursement include original debt and profit papts.

Shareholders’ equity concept:

By replacement in accounting equation we have: osimg equity= debts- assets (funds).

Ownership’s equity in single owner unites is merely accounts name. Reporting of
ownership’s equity of a joint Stock Company is sbow more complicated. Legal limitations,
accounting guidelines and also separation of ovianei@nd management provide a need for gathering
more information about owners’ profits in Joint &K&Company.

Shareholder's equity typically consists of threesses: (1) paid assets (2) stock piled profit (3)
other item stock plied of comprehensive profit.

Operational net assets concept:

To define the operational net asset, first we nuetermine its two main parts which are
operational debts and operational assets.

Operational debts, in fact are equal to a figuréctviis calculated after detracting long term
debts, short term debts and shareholder's salany fotal debts. Operational asset is calculated by
detracting cash and short term investment from tssets- finally, operational net assets is catedl
by detracting operational debts from operationaktss Operational net assets are used as a measure
for evaluating and predicting stock output.

Research question:

Regarding the research objective we investigatettvenethere is a meaningful relationship
between changes of balance sheet items and chahsgegk future output.

According to the above mentioned question the ¥adlhg hypotheses are postulated in the
study.

4. RESEARCH HYPOTHESIS

1- There is a meaningful relationship between charaf current assets and changes of stock future
output.

2- There is a meaningful relationship between chanyf fixed assets and changes of stock future
output.

3- There is a meaningful relationship between curdebts and changes of stock future output.

4- There is a meaningful relationship between chargg current long term debts and changes of stock
future output.

5- There is a meaningful relationship between charaf current operational net assets and changes of
stock future output.

6- There is a meaningful relationship between ckaraj current share holder's salary and changes of
stock future output.

Research variables and their measurement method:

In this paper, we investigate the relationship leetvdependent variable (stock future output
changes) and independent variables (current adsetd, assets, short term debts, long term debts,
operational net assets and minority shareholdetaryg. In this research, stock future output is
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calculated as: total stock output: share priordgyue + share value + cash profit + increasing share
price at the beginning of year.

1- In this research current assets are regardéttdapendent variable and to calculate it we
detract the amount of current asserts in the peest from the amount of current asset in a year and
then divide it to the absolute value of curreneassnount in the past year.

CA -AC, -1

Current asset changes=———
CA -]
2- The fixed assets are regarded as independeiatoleaiand to calculate it we detract the
amount of fixed asset in the past year from thewarhof fixed asset in a year, and then divide the
absolute value of fixed asset in past year.

FA = FA -1

Fixed assets changes=————
FA -]
3- The short term debts are regarded as indeperddable and to calculate it we detract the
amount of short term debt in past year from thewrhof short term debt in a year and then divide it
to the absolute value of short term debts in tist pear.

Short term liability changes =t 21 1

cL -1
4- Long term liabilities are regarded as indepenhgariable and to calculate it we detract long
term liability in pasty year from long term liakliin a year then divide it to the absolute valti¢he
amount of long term liability amount in past year.

Long term liability changes 2o — N ~1
INcl, -1

5- Net operational assets are regarded as independeables and to calculate it we detract
the amount of net operational assets in the pastfy@m net operational assets in year and theideliv
it to the absolute value amount of net operatiasakt in past year.

Net operational assets changes (variatio NQ?N_A\IO'} -1
O p—

6- Shareholders’ equity are regarded as independeiatble and to calculate it we detract the
amount of shareholders' emolument in past year fremamount of shareholders’ equity in a year and
then divide it to the amount of absolute valuel@reholders’ equity in the past year.

Shareholders' equity changess—lztil

[SE -4

Statistical society:

In this paper, listed companies on the Tehran SExchange are selected as statistical society.
The reason for this selection is more considerabpnnvestors and availability of information and
also transparency of those companies’ accountifgynmation data. On the other hand, joint stock
nature of listed companies on Tehran Stock Exchangemaking the financial lists available for vast
variety of users was reason for selecting thesepaores.

Statistical sample and sampling method:

Sampling is completely systematic. So, we selededlified companies among listed
companies on the Tehran Stock Exchange:

1- Regarded company must be listed before theofe2005.

2- The end of regarded company's fiscal year mei&%March of each year.

3- Regarded company should not have any transastiignin the studied period.

4- Regarded company should not have any changecal f/ear in the studied period.
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5- Regarded company must be among those active arsritbmarket.

Since we have calculated stock future output is fiaiper, it is required that existing company
as the sample be an active one, thus, the numbmngbany’s transactions on Stock Exchange must
reach a place so that we can say that share gfieets stock facts, consequently, regarded company
transactions should not be below 40 times in a.year

6- The data of regarded company must be availabkctess).

5. RESEARCH METHOD

Since, in the present research, the goal is iryatstin of relationship between variables, the
research method is correlation.

In order to test hypothesis statistically, we usemulti variable regression and F, T and also
the SPSS software to estimate coefficients andilzate needed figures for explaining and analyzing
statistics.

Data collection method:

The required data are collected through observaimmuding company's financial list
information and also the information related to pamy stock in Tehran Stock Exchange. According
to this, all applied formation in this paper idlected by Tadbirpardaz and Sahra software and also
Tehran Stock Exchange archives.

Hypothesis test results:

First hypothesis: by considering the data Tablerghs no relationship between changes of
current assets and changes of stock future output.

Since, the meaningful level T is greater than 5%dlis no meaningful relationship between
changes of current assets and changes of stocle fotiiput at the confidence level of 95%.

Second hypothesis: by considering the data tabéeetis a relationship between changes of
fixed assets and changes of stock future outpuaesdiris positive and direct. Because mean levisl T
less than 5%, there is a meaningful relationshigvden changes of fixed assets and changes of stock
future output at the confidence level of 95%.

Third hypothesis: by considering the data tablerghs no relationship between changes of
current liabilities and changes of stock futurepoitit Because meat level T is greater than 5%, tisere
no meaningful relationship between changes of auti&bilities and changes of stock future output a
the confidence level of 95%.

Fourth hypothesis: by considering the data tableret is no relationship between changes of
long term liability and changes of stock futurepuit Since the mean level T is greater than 5%ethe
is no meaningful relationship between changes o lterm liabilities and changes of stock future
output at the confidence level of 95%.

Fifth hypothesis: according to the data table, géhisr no relationship between changes of
operational assets and changes of stock futureibutp

Since the mean level T is greater than 5%, thereoigmeaningful relationship between
changes of net operational asset and changesaiffstinire output at the confidence level of 95%

Sixth hypothesis: according to the data table,ethera relationship between changes of
shareholders’ salary and stock future output. Sintsenegative, it is reverse. Since the meanllgve
is lesser than 5%, there is a meaningful relatipnisatween changes of shareholder’s salary and stoc
future output at the confidence level of 95%.

So, the main hypothesis, relationship between amamg balance sheet items changes and
changes of stock future output has been testaardier to test the hypothesis, we used a multiveriab
regression and the following is the equation y=btk{i+ b2x2+b3*3+b4*4+b5*5+b6*6

The results according to regression model (multiglepwise are presented in Table 1.
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Table 1. The regression model (multiple) stepwise of testing of hypotheses

Stock Short Long- | Net :
Variable future g:sréfgt term term operational Shjlirteholder le)fseec:
out put liability | liability | assets quity
Correlation coefficient | 1 o, | 9000 |-0.001 |-0.001 |0.003 -0.115 0.250
0.994

ﬁtg;rfi;‘g;tﬁ:v“;f’”t bY | 0.000 0989 |0989 |0.954 0.011 0.000
total 480 480 480 480 480 480 480
Correlation coefficient | 0.00 1 0.999 0.999 0.902 -0.004 0.000
Current asset by
meaningful level 0.994 0.000 0.000 0.000 0.000 0.000 0.994
total 480 480 480 480 480 480 480
Correlation coefficient | -0.001 | 0.999 1 0.999 0.902 -0.006 0 002
Current liabilities by 0.989 0.000 0.000 0.000 0.000 0.000 0.964
meaningful level '
total 480 480 480 480 480 480

480
Correlation coefficient | -0.001 | 0.999 0.999 1.000 0.902 0.011 O 002
Long term liabilities by | 0.988 0.000 0.000 0.00 0.000 0.806 0.969
meaningful level '
Total 480 480 480 480 480 480

480
Correlation coefficient | 0.003 0.902 0.902 0.902 1.000 0.188 0.002
Net opera}tlonal assets | 0.954 0.000 0.000 0.000 0.000 0.000 0.969
by meaningful level 480
Total 480 480 480 480 480

480
Correlation coefficient | -0.115 | -0.004 | -0.006 -0.011 | 0.188 1.000 O 011
Share holders’ salary by 0.011 0.933 0.889 0.806 0.000 0.000 0.803
meaningful level )
total 480 480 480 480 480 480 480
Correlation coefficient | 0.250 0.000 -0.002 -0.002 | -0.002 -0.011 1.000
Fixed assets by 0.000 0.994 0.964 0.961 0.969 0.803 0.000
meaningful level
Total 480 480 480 480 480 480 480

Source: Author’s calculations

At the first model, fixed assets changes are reghi@s independent variable while at the
second model, we use changes of shareholdersysataralso changes of fixed assets changes. So,
these two models as shown in the table are inastigin terms of how much dependant variable
states independent variable. At the first modebf4are= 63% and in the second model R-square=-
75%. As a result, regarding the increase at therskenodel, this model is better for stating the
relationship between changes of balance sheet ichehanges of stock future output the results of
which are shown in Table 2.

Table 2. The results according to regression model

model R R square Adjusted S.D Durbin-
R square Watson
1 0. 250 0.03 0.061 3513.48742215 2016
2 0.275 0.075 0.072 3493.34024708 '

Source: Author’s calculations
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At the ANOVA table, models are tested from the viefamean level F. and since the mean
level F is less than 5%, there is a linear relaimm between changes of stock future output and
independent variable. The results are present&dlite 3.

Table 3. Variance analysis table (ANOVA)

Second
model square D.F Second square F test Sig.
total average

Regression 3.95 1 394938740

1 residual 5.90 478 12344593.87 31.933 0.000
total 6.30 479

Regression 4.75 2 23710183.3

1 residual 5.82 477 12203426.08 19.446 0.000
total 6.30 479

Source: Author’s calculations

In the coefficient table B, models are tested far B amount. And since the second model is
regarded in this research, the coefficients BOrarestigated in the investigation; regarding theame
level T concerning BO since its level is 5%, so @eount of B in the model is not regarded as cross
coefficient from offset. The results are shown able 4.

Table 4. Coefficients table

None-standardized Standardized
model Rece_ss_ional Rece.sgional T Sig.
Coefficients coefficients
B S.D beta
1 fixed value 8.856 160.535 0.053 0.957
0.250
Fixed assets 0.005 0.001 5.656 0.000
2 fixed value 76.681 161.824 0.474 0.636
Fixed assets 0.005 0.001 0.0249 5.659 0.00
Shareholders’ | -172.872 67.653 0.113 2.555 0.011
equity

Finally, the following model is concluded as casadel.
Y=0.005 x1=-172.872x

Source: Author’s calculations

6. CONCLUSION AND REMARKS

The research results show that there is no meandirgationship between changes of current
assets and changes of stock future output. Perbagsof the reasons is that investor have less
consideration to this item to invest in fiscal .lisihd they have much focus on profit and its conten
parts. So, it has no effect on stock output. Iis fhaper, it is determined that there is a meaningfu
relationship between fixed assets and stock futwtput. One also shows that this relationship is
direct. It means that by increasing the fixed assbtainges, stock future output increases. Onemeaso
can be the fact that changes of fixed assets amdagsing amount of it means that the company aims
to increase its activity and production by applythgse assets. Another result of this paper is that
there is no meaningful relationship between curliabilities and stock future output. It suggestatt
financial analysts have not regarded this indicadagvaluate the stock. In this paper, the relatim
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between long term liabilities changes and stockriibutput is investigated. Finally it is deternsine
that there is no meaningful relationship betweemlerm liabilities and stock future output.

The results of this paper show that there is noningéul relationship between changes of
shareholders' equity and future stock output. Téiationship is reveres. What is determined is that
company’s financial assets can be provided throtaggmg loans, emission of stock and current
operations. Eventually, by the fact that there i®lationship between changes of fixed assets and
shareholders' equity as balance sheet item an#t &ttare output, but as determined by the above
model this relationship is so weak and suggests théance sheet items changes as one of the
financial list had a little information content aocd@nnot be applied to predict stock output of tseed
companies on the Tehran Stock Exchange.
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