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(30) (oo g Ui U< caalina) sae o JLiels chall o3 e JLEAY1 1 iy (T test) JLa) Mo
A g Goler Y Sl B2 v ol ) CISED (T test) Jkial s (3) o) Jsall Giapmas 5aLke

th Lo Baa3l (3) o) Jsandl e Y PIA o

134




2016 (Jsl 05S) saamsd = 2 & 36 g 3y Ly yal) Al

s liall Laiiu) g Ub Yl

«lagasall anan (Blaty Led 3agaall e IS Bagadll GIAN ( Adlaa) AV @b G508 250 Laadl
(%5) o 8 AN (s5ianas ¢(2.358) (T test) cualy Cu
AR clelially Asl ) g Usd —

«lagasall anay (Blaty Lad Bagaall e ISl Bagadll GISAN (n Adbaa) AV @ld G508 250 Laadl
(%5) on JiF AN (i <(3.464) (T test) il ua

i SIS aa s Auilan) AVS I3 g8 a4l AL Aol Ao i) s Lilé a8 Le e sl
A e Y A IS paay JA) s

(3) & Js2a
J30) 334t Gl Y Rlly Jaal) 3l Quslad A SAS,AN (T test) LS quilis (adle
AN Slagase axa Gula plasiul

AV Sgian | (T test) dad [ Glaal) Cilaiy) | onalad) Jaus) oS Lal) Lty ¢ U
0.022 2.358 11,799,877,209 | 4,216,6015,774 Jall 5agaall
11,426,042,795 | 4,252,386,934 Jadll 3agaall

0.001 3.464 LA clelially 4o, g Uab
7,665,937,899 | 5,437,155,445 Jall 5agaall

609,615,766 | 581,500,275 Janll Sagadl L

AN duaydl) LS

gl ClSyh eliall Hldnn) g Uad clSHal 48 ) dilgally Jaall yea o Aibaa) AVs @l @54 225
A1) clelually dely 3

030 a5y cagudl] A gl 2lsall 3 Jaal) dpes bl 5l OIS 1 Lo Gl 58 Al o3a (e gl
A Al Wl laslaall (gimall o Slie) e ¢Sl A sl Slgall b Jadl) e ol S aagy i) A il
bl ) lhas aDIA e (3l eCrgmpm LT aladiad o5 A o3a HLadYs Auayall b aed) e B
(4) ¢ Jsasll  apl

(4) a2 o
Ciyrial) Gm O gy Bl il

agedl Ldgud) Aifgal | JAd sgad sl | e piciall
0.018 1 Jadl) gl dlglu
1 0.018 agad A8 guad) 2ifgal)

135




cedai ) Nilsall 8 Jaal) vea

((0.018) il 38 2D 2850l Wsally Jaal) dg Slsbus (L3N] Jalaa o (4) 4y Jsaad) PlA (e Jaadls

raed sl G Adlan) AN G ADe aag Y 4l o Jay 1aay %5 AN (giwe e Wloan) JI3 e sas

gLl 4 Jaal e ol agu1 e Ao 8 Bals s o @lld 50,8 s ¢ gDl 48 gudl Xsally A
) G e iy JA) e sk (o pa Ao gl LER cle lially Al g Uy eliall L)

sohaiy) Jalas

a3 8 ¢agall A8l el s JAal) ded gl ADIe 2 Y AT el s Sl o (e a2yl e

ANS ) Bgpd ang Vo adl oAV i yelal i ¢ jlaaiy) Jilan il (5) ady dsaall cung laady) il o)l
Alaa) Ay e a5 (0.86) AV (g5imne il um cpgudl] dsndl sal) g JAA) 2 b Adlas)]

O (5 U g 53) Tl sl 3ah aeadl 380l wilsall (s Jaad) aye @by ADMaD) (el e
Ol o 55 Y el g of e da 1385 ¢(0.095) Gaws Q8 sy aalis 38 AV (ggise off 0 ¢ jlaeY)
A gl Dlgall (g Jaal) dga b (g ALY (Wl dies L agd] A8 o) Milsally JAaN) Mg sl Gy ADL
¢(0.074) Gt Ja8 anay a3 23 AN (g5 of Gt lie Y] Gan (A ana) Jabal) juaiall 32 gl
gl Al galls Jaal tea sl A Gaead Ao S5 Y g Uil g5 o Ao J 1y

AT ol 3s,d a1 JsE (Al AR A il (adys Lild sl HLodls Oswpn Hlod) il Ao 2l
clelially del ) o Lkd i€y 85 eliall i) g Uad )il 38 sl 2dlsally Jal) seas oy Ailaaa
bl LN g U 5l A gl ailsally JAal) dea (s Ailean] AN <3 (g8 2ap Y 4l (of L3I
Al @lelially duel) 3 & Uad il

(5) & Js2a
(ASall aang g adll ) Adailiall piially (S dgad) Jalawall jubiall sawiall jasiyl Julas
(ageld 48 gud) at)gall) aslil) yiall o

Sig Adjusted R? R? F & aciall
0.086 0.009 0.018 0.032 Jad) agad
0.095 0.001 0.018 0.057 g Uadl) g1y JAL) mgal
0.074 0.016 0.006 0.029 Ayl aaag JAA) pga
0.087 0.023 0.007 0.235 A4 aaayg Uil gis Ja 2

aluagilly galil)

b Jaal) s salll K 13say il e cual ) @lhlaa¥ly Slaay) dulail) m5lw @yl
A BLEY) Gaass (Al clelially del)3ll o Uy e liall jLénall g Usdl  oan all £ gend) Aalell daalisdl)
Gl ol dane ooy (JRAl (bl Cpise auas aladil vie JA dea @lgla jles Cpelal 8 ClSHal o

136




2016 (dji uj.\lS) e — 2 ¢ 36 o ¢yl 3:\.\):.1\ sl

et Sl b Al ol i (Sars AN Mlall ol ilay gl U8 mll il ¢ unall wl
Shags cpeblaialy BlaaY) e cllal) gyl Siss =LY b ol baaliieY jiiue Lall Jlell )
LIS o3 b L) e el (i)

ol e denas 3aY) 2ie Jal) dga sl Aplan o gl g sl i ang ¥ adl Al el LS
Gl g el don DA ) 3smy cardly ¢ rtill ml ila pdge eliiuly Al ol WAAT a3 3 Jaa)
Al dae e Uaal) (pu daliesal)

g adl ChLaY) dam celal (sl Jaal Tuhall s3a b Jiiall) A55al aas A ey
Tash Lol cupdlsn (Gl ana oy LS sl 1 elld g ) s el aag gl Ajlas e 3550 anal
L8 g gl Ayl bl JAaN jualic g5 A (e ST A
Adlan) A3 3 Bg5d a5 Y A ppnll A pudl Nloall (s J3 g lsbs o AR L) il el
=il HLnaN) g Ul i ) A ged) Aalall S 3 agadl] A8 gl 28lsad) s R0 e sl
g Uil £ 55 Laay — cladbiall cppriall 1 amsy W Al cllaa¥) il cjelal SIS 250580 ol lialls Ac)) 3l ¢ Ul
O A a5 are i OS5 cagall A8 gl Mgl g Al dead sl G ADARD) (uad 8 — S, aaag
ok — (Inigueze and Poveda, 2004) G 43 cilia s Lol Adllias cagudl 48 suadl 235all (g Jaal) 2pea gl
Dz WY G Ol DA e g Al caen] e (a3 A alpbiadl il gasandl Bl
Lesind S ALY e o) slaie) ares ccladlall sl ) 8Lyl caen) Hlaud ¢ L)) Ao Giaas
NUACSL W D 1
fsl Lo Bl o3 il e sy Gaaldl gy
ehal Aslae agal) o o Lol allal) 25all cilagheal) sinall Jlae (A alal) Canidls caaigal) (Ao —1
o2 o Lol a3 A A8 pud) 3lsad) e Yy Apogendl ASAN Aalall e A gl adlall ladniuly Al
lpally Jaall dga A8ey (3laty Lo Aol 28 3l (e Adliie ) s of adsiall (pe 43 Cua Al
gD 38 )
O adsial e 43) Cua ALl 31 5 sl S5 ilany ESY) are Gyl Gullall calladll e =2
oo Ll b G5 i 53 S bl LY gl Ul cdanl) sea Ao il s2a (gytias
LAl ded dlae
s Leie el Z LYY Al e oSl 8y pain G yng 3355 o Boabcaitl cuils] elpns daasSall Cleall e -3
A e e A6 ods (ggian g (Aupually 5N Gluia) 2 Llewlal e
ISl Jlael il B Jaall e dsas (G2 o S AU Julatl elpa) = Ll — cililoall aalie Lo —4
DRl a5 28 b e adde s Lay 2 L)Y )] Adlacas (53 o) us clblaa Axala s S
Adlal) Algal) Alae (2a & e@.:ab s

137



cedai ) Nilsall 8 Jaal) vea

&bl

Al allly aale — Y

astal) sl Aaa ¢Jaal) Al Ayl peabiall  Slegled) Goacadll' (2002) el Gsales faena ¢t s —

296-278.0ma U= 2 & 29 e din¥) Analall dyy)ay)

claall Sal Aae ¢AISaY) uslaall Callid (B 3 301 25150 53 g anlia) Ay’ L (2001) - dese iy 535 4
Lol (e Aaala 3 g cBladl) A

cpaalinal (gia o Boall i)y sl Slall e JS D" (2005) - (s2bal) oase damas £l sl ¢ilaal
JA153-141.4a pa o] g 32 ze )y aghall ccildd Aaa "agull 48 gl daiilly

Ay "Alad) 2LV agudl Al Sisal) ADMe uant b anladll mll 5 £ (2000) « bt sl ¢0sale ¢ gl
28 27 e Ayl asadl calad Aaa (1Y) Aelall Laalusall SIS e Lduls

astal) ccilas Aaa "L lae Bom b Aaprall SN gl eldl aud (2007) A3kl eyt (il
g 34 me i)y

taee) e o gypial) Bl ol 8 oauladll ZLad) 35.(2007) -plaa LS gy ) vie s cgaigall
=258 .m om 2 ¢ 34 e ) aglal) ctluf Aaa Ay Aalall daalial) Lo liall iyl 8 dadula A

285
1427104 .m (= o ¢ chanalaall Sal) Al a1 3 JA) sg A (2002 ) - gue e ¢ lags =
ol ity Sl oY) cplae . ulaal) ) tsabal) (e pualaall alaal) zagaill L(2003) ssls sy olin —
Ay i) de sl QIS e Gl Ay (030 1ea Al 8 3550 Jalsal’ L(2005) il ol cole i —
A V) Sganll daals 3)gdia & iuala
tAaal) ARl aale — Wil
Albornoz, B. G., and J. J. Alcarria. (2003). “Analysis and Diagnosis of Income Smoothing in

SPAIN”, European Accounting Review. 12: 3. PP. 443-463.

Almeida, E. F.; A. S. Neto; R. F. Bastianello and E. Z. Moneque. (2012). Effects of Income
Smoothing Practices on the Conservatism of Public Companies Listed on the BM &
FBOVESPA. Revista Contabilidade & Finangas — USP.

Ashari, N. (1994). “Factors Affecting Income Smoothing among Listed Companies in Singapore”,
Accounting Business Research, Vol. 24, No. 96.

Attai, M. (2012). “Accounting Income Smoothing, Hedging and Corporate Governance”, Global
Business and Management Research: An International Journal, Vol. 4, No. 2.

Balli, F.; J. L. Rosmy and M. Osman. (2009). “Income Smoothing and Foreign Asset Holdings”,
Contemporary Accounting Research, 34: 24-29.

Barnea, A.; J. Ronen and S. Sadan. (1976). Classificatory Smoothing of Income with Extraordinary
Items, The Accounting Review, pp. 110-122.

Beidleman, C. R. (1973). “Income Smoothing: The Role of Management”, The Accounting
Review, 39 (4): 653-678.

Belkaoui, A. B. (2004). Accounting Theory. Thomson Learning: 5" Ed.

138



2016 (d‘ji uj.\lg) e — 2 ¢ 36 o ¢yl 3:\.\):.1\ sl

— Blasco, N. and B. Pelegring. (2006). “ A New Methodological Approach for Detecting Income
Smoothing in Small Samples: An Application to the Case of Spanish Savings Banks”, Journal of
Accounting Auditing & Finance, pp. 347-372.

— Cabhan, S. F.; G. Liuand and J .Sun. (2008). “Investor Protection, Income Smoothing, and Earnings
In formativeness”, Journal of International Accounting Research, Vol. 7, No. 1, pp. 1-24.

— Copeland, R. M. and R. D. Licastro. (1968). “A Note on Income Smoothing”, The Accounting
Review, 43 (3): 540-545.

— Das, S.; A. Vaish and U. Goel. (2012). “Does Loan Loss Provision Signal Income Smoothing? An
Empirical Investigation of Indian Banking Industry”, Journal of Accounting Research & Audit
Practices.

— Eckel, N. (1981). “The Income Smoothing Hypothesis Revisited”, Abacus, 17 (1): 28-40.

— Gordon, M. J. (1964). “Postulates, Principles and Research in Accounting”, The Accounting
Review, 39 (2): 251-263.

— Hall, S. C. and B. Frickel. (2008). “Income Smoothing and Executive Compensation”, Journal of
Theoretical Accounting Research, P. 12-20.

— Hussin, W. N. and N. Ripain. (2003). “IPO Profit Guarantees and Income Smoothing”, Journal
Analysis, 10 (2): 119-137.

— Inigueze, R. and F. Poveda. (2004). “Long-run Abnormal Returns and Income Smoothing in the
Spanish Stock Market”, European Accounting Review, Vol. 13, pp. 105-130.

— Jordan, B. D. and T. Miller. (2009). Fundamentals of investments: valuation and management,
5th Ed. McGraw-Hill.

— Kangarlouei, S. J.; M. Motavasse and A. Rezvani. (2012). “The Investigation of the Effect of Income
Smoothing on the Reported Earnings Quality of Active Collapsed Companies in Tehran Stock

Exchange (TSE)”, Global Business and Management Research: An International Journal, Vol. 4,
No. 2.

— Kwak, W.; H. Y. Lee and V. Mande. (2009). “Institutional Ownership and Income Smoothing by
Japanese Banks through Loan Loss Provisions”, Review of Pacific Basin Financial Markets &
Policies, Vol. 12, No. 2, pp. 219-243.

— Lassaad, B. M. and H. Khamoussi. (2013). Communication about Environmental Information:
What Drives the Effect on Income Smoothing As Proxy of Earnings Quality?, Journal of
Behavioral & Applied Management Date.

— Mathews, M. R. and M. H. Perera. (1991). Accounting Theory Developments. Champan & Hall.
Boundary Rows, London.

— Matsuura, S. (2008). “On the Relation between Real Earning Management and Accounting Earnings
Management: Income-Smoothing Perspective”, Journal of International Business Research, p. 63-77.

— Michelson, S. E.; J. Jordan-Wagner, and C. W. Wooton. (2001). “Accounting Income Smoothing
and Stockholder Wealth”, Journal of Applied Business Research, 10 (3), pp. 96-110.

— Moses, O. D. (1987). “Income Smoothing and Incentives: Empirical Tests Using Accounting
Changes”, The Accounting Review, 62 (2), pp. 358-377.

— Prencipe, A.; S. Yosef; P. Mazzola and L. Pozza. (2011). “Income Smoothing in Family-Controlled
Companies: Evidence from Italy”, Corporate Governance: An International Review, 19 (6). pp.
529-546.

— Tucker, J. W. and P. A. Zarowin. (2006). “Does Income Smoothing Improve Earnings In
formativeness”, Accounting Review, Vol. 81, No. 1 pp. 251-270.

139



cedai ) Nilsall 8 Jaal) vea

The Effect of the Income Smoothing on the Market Return of
Listed Companies in the Saudi Stock Exchange (Tadawul)

Mohammad Ahmad Fureihat

Assistant Professor of Accounting
Supervisor of the Department of Management Information Systems
College of Business
King Abdulaziz University

ABSTRACT

This study aims at identify the extent to which income smoothing in companies listed on
the Saudi Stock Exchange (Tadawul) and which belong to the sector of industrial investment
sector and the agricultural and food industries. The primary objective of this study was to
identify the effect of income smoothing on the market returns of these companies, in addition
to measuring the effect of company size and type sector on the income smoothing process.
The sample of the study comprises (21) Industrial Investment Sector Agriculture & Food
Industries Sector listed on the Saudi Stock Exchange (Tadawul) during the period of (2008-
2012).

Eckel, (1981) model was use to classify the companies into smoothers and non-
smoothers. Four measures of Income was used to achieve the objective of the study, which are
gross profit, net operating income, income before tax and net income. Were used the average
total assets for the expression of the size of the company. Descriptive measures, Pearson Test,
T Test and multiple regression.

The results showed that most of the Saudi companies that belong to the sectors under
study practiced income smoothing appeared in all four measures of income both sectors and
in different proportions. It also indicated that there is no significant difference occurred
between the type of sector and income smoothing behavior by using different income
measures except net operating income as a measure of smooth. Also there is significant
difference occurred between the size of smoothing companies and non-smooth companies.
Finally, the findings indicated that there is a no significant statistical impact of income
smoothing behavior on market return.

Keywords: Income Smoothing, Market Return, Size, Sector.
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