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 The paper is to examine the impact of economic factors on value relevance of 

accounting information – earnings per share during 2005 to 2011 in the listed 

companies in Tehran stock exchange. To achieve this goal, the study deal with stock 

trading volume impact as an economic factor on information content of important 

accounting variable, i.e. earnings per share that is used to measure information content 

of average annual stock price, year-end stock price, quarterly stock price after the end 
of financial (financial report issue date). The regression is used as a statistical method 

and Spss 19 and Eviews 7 software is applied to make the final analysis. The study’s 

results indicate that the impact of trading volume on information content of earning per 
share to stock price ratio is not significant. In other word, increasing (decreasing) 

trading volume has no effect on information content of earning per share to stock price 

ratio. 
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INTRODUCTION 

 

 Most studies about the value relevance of accounting information have emphasized on accounting earning as 

a loss and gain index. Accounting earning is considered as source of information and is applied by many investors 

and analysts in financial markets, because they are enabled to gain an image from the company’s real 

performance and it helps them to value the performances (Mehrazin et al, 2011). Based on accrual accounting, 

the firm value is a function of the future performance that has a close relation with determined accounting earning 

(Benayed & Abaoud, 2006). The conducted studies by Ohlson (1995) were added up a new dimension to the 

related investigations. He offered a pattern for examining the value relevance of accounting information which 

includes book value of owner’s equity and accounting earning as the independent variables and stock price as the 

dependent variable. Book value of stocks is used in this pattern for two reasons: (1) it is an index for the 

anticipatory profit and, (2) it is indicating a company’s cash value or surrender value. As mentioned before, value 

relevance of accounting information demonstrating the relevance and reliability of accounting information; hence, 

we can consider t as an index for the quality of accounting information (Habin & Azim, 2008). Shamki (2013) in 

his research investigated the impact of some economic factors on the value relevance of accounting information 

and the results demonstrate that the value relevance of accounting information and book value is higher in the 

companies which have more external ownership and trading volume. Shamki (2012) in another investigation 

which dealt with the impact of non-accounting information on the value relevance of accounting information 

approved that the number of shareholders have influence on value relevance of earning per share and book value 

of stocks. In this regard, Anandarajan & Hasan (2010) proved that the value relevance of accounting information 

in Jordan companies with their shareholders structure include foreign investors are higher. Silvapulle et al, (1999) 

analyzed the causality of daily return and trading volume in the Korea market. They have reported strong 

evidences about doubled causality, i.e. both in linear and non-linear way between two variables. In a research, 

Balasundaram (2013) has indicated that earning per share and net asset value per share has considerably influence 

on market vulnerability, and whatever the amount of the two variables increases, the amount of market 

vulnerability would be increased. Schiemann and Gunther (2013) results proved and indicated that staff costs is 

regarded as an accounting view which information content of this variable may add up to the prediction ability of 

the future performance. Lam et al, (2013) in an investigation showed that improving of the value relevance is 

more evident for smaller companies with lower growth rate and larger tangible assets, and improving of the value 
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relevance is generally lower in a boom stock market. Alfaraih et al, (2010) demonstrated that the value relevance 

of accounting information may increase with voluntary disclosure level of information by management, and there 

is a significant relation between disclosure level, income and book value. Ciftci et al, (2013) founded that the 

value relevance of accounting information in industries of intangible assets is lower than tangible assets. In a 

research by Constantinos et al, (2011) was indicated that firm size and fixed assets level has impact on the value 

relevance of accounting information. Also, Dontoh et al, (2004) tested the prediction that says “the decreased 

value relevancy of accounting information may be due to trading volume and the obtained result proved their 

prediction. They concluded that (1) the value relevance of profit information and book value of stocks are 

inversely related with trading volume, and (2) the low decrease from 26% in 1981 to 21.8% in 1990 indicated that 

trading volume ratio decrease can be justified based on information events demonstrating an increase in trading 

volume during the research, and (3) the impact of trading volume is not different in profitable and nonprofitable 

companies. Sorros & Belesis (2012) investigations indicate that revenues and book value have the value 

relevance to influence on the price of per share.  

 

Research methodology: 

Research method: 

 The research method is a kind of correlation. In this paper, the relation between variables is analyzed based 

on the research goal. After collecting of necessary information and data to calculating the independent and 

dependent variables for the selected samples, we examine the research hypotheses.  

 

Research hypothesis: 

 The research hypotheses are defined as: 

 The relation of the value relevance of per share to average stock price is higher in the companies with higher 

trading volume. 

 The relation of the value relevance of per share to end-year stock price is higher in the companies with higher 

trading volume. 

 The relation of the value relevance of per share to quarterly stock price after the end of financial is higher in 

the companies with higher trading volume. 

 

The research statistical population and sample: 

 The statistical population of the research includes the listed companies in Tehran stock exchange. The 

statistical sample, too, was sampled among the listed companies which have the following characteristics: 

1- Their financial year should be ended in 18/03/ 

2- Their financial year should not be changed during the research. 

3- They should have not been related to investment, financial intermediation and insurance companies.  

4- They should be accepted in the stock exchange before 2004.  

 185 companies had the mentioned condition during 2005 to 2011 based on the above limitations and no 

sampling was done, and all companies were selected to be examined. 

 

Research models: 

 In this research, the applied models are as follow: 

 According to the first hypothesis, the following model is used: 

 
 According to the second hypothesis, the following model is used: 

 
 According to the third hypothesis, the following model is used: 

 
In the above models;  

 A_Priceit= average annual stock price 

 C_Priceit= end-year stock price 

 ATM_Priceit= quarterly stock price after the end of financial 

 Tradeit= is a virtual variable and its regarded 1 if trading volume of a company is higher than trading 

volume mean, otherwise 0.  

 EPSit= earnings per share 

 Sizeit= is a control variable for firm size which is defined using natural logarithm of total assets 

 LEVit= is debt to the total assets ratio that is used as a control variable.  
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Data collection method: 

 Some parts of the research aimed to provide the basic principals via library method, i.e. books study, 

articles and theses. The rest of the research is related to the variables and is extracted using field method, i.e. 

applying CDs and information software of Tehran stock exchange. The companies’ financial statements are the 

needed source of collection information. The collected data is modified and analyzed using Excel software and 

the final analysis is made through Spss and Eviews software.  

 

The results of the research: 

Descriptive statistics: 
Table 1: Description of statistical data. 

Descriptive statistics 

 Average Mean SD Kurtosis Skewness Min max 

Av_Price 4705.3 2815 5749.801 4.178 27.582 205 63036 

C_Price 4619.81 2741 5890.357 4.549 32.707 1 70871 

ATM_Price 4256.46 2500 5037.555 3.925 25.916 332 58422 

EPS 687.7235 482.91 1023.621 1.698 9.369 -4002.61 7211.17 

BVPS 1939.7231 1714.63 1592.344 1.287 14.991 -8942.89 15889.87 

CFOPS 584.3539 583.51 8874.838 -34.773 1236.563 -314762.80 10920.77 

Size 5.7306 5.65 63499 917 1.405 4.25 8.08 

 

The results of the research first hypothesis: 
Table 2: The results of the first hypothesis 

Summary of the model 

Model Square coefficient of 

determination 

Coefficient of 

determination 

Adjusted coefficient of 

determination 

Standard error of 

estimate 

Durbin-Watson 

1 0.699 0.489 0.487 0.28079 1.696 

Log_AV_Price= dependent variable 

 

Regarding the obtained results from the above table: 

 The amount of model’s coefficient of determination is equal with 0.489, namely about 49% of dependent 

variable changes are described by independent variables and the amount of the multiple coefficients of 

correlation is 0.699. Durbin-Watson statistics amount is 1.396. The amounts close to 2 indicating the lack of 

self-correlation remainders and another regression hypothesis is proved in this way.  

 The F statistics results are showed in table (2) to prove the significance: 

 
Table 3: F statistics results 

ANOVA statistical test 

Model Sum of squares DF Mean-squares F statistics Significance level 

Regression 1 96.927 5 19.385 245.871 0.000 

Remainder 101.427 1287 0.079 - - 

Total 198.399 1292 - - - 

Log_AV_Price= dependent variable 

 

 The f statistics and significance level (sig) of the model is 245.871 and 0.000, respectively, and due to the 

amount is less than 0.05, the H0 (with assuming the coefficients of the independent variables is equal with 0) is 

rejected in 95% confidence level, namely, there is a linear relationship between dependent and independent 

variables (in other words, there is a significant model) and we can test the research hypothesis using the above 

regression model.  

 The related results to the coefficients of independent variable are showed using t-test in the following table: 

 
Table 4: The results of t-test calculations 

Coefficients 

 
Model 1 

Non-standardized coefficients Standardized 
coefficients 

 
t-statistics 

 
Significance level 

Collinearity tests 

Beta Standard error Beta Variance inflation 

Fixed 3.32 0.75 - 44.308 0 - 

Trade -0.001 0.19 -0.002 -0.074 0.941 1.473 

EPS 2.702 1.125 0.706 24.025 0 2.172 

EPS.Trade -9.01E-07 0.012 -0.012 -0.569 0.551 1.016 

Lev 2.707 3.453 0.017 0.784 0.433 1.119 

Log_AV_Price= dependent variable 

 

 As can be seen, the significance level (sig) of trading volume variable (Trade) is 0.771, and according to the 

fact that this amount is higher than maximum permissible error (5%), its impact on end-year stock price is not 

significant. T-statistics of earnings per share (EPS) variable and its significance level is 22/322 and 0/000, 

respectively, showing EPS has positive and significant influence on end-year stock price. Regarding the 
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significance level of interactive variable EPS*Trade is 0.354 and indicative of the mutual influence of trading 

volume and EPS, and according to the fact that the amount is more than 5%, it can be concluded that the impact 

of trading volume on information content of EPS to end-year stock price is not significant. In other words, 

trading volume increase (decrease) has no impact on trading volume on information content of EPS to end-year 

stock price. According to the obtained results, the first hypothesis is rejected at 95% confidence level. The rest 

of obtained results are as follow: 

1- Firm size variable has negative and unimportant impact on end-year stock price.  

2- Firm debts ratio has positive and insignificant impact on the dependent variable. 

3- The collinearity tests results indicate that the amount of VIF statistics is less than 10 in all variables of the 

model, demonstrating the lack of collinearity between the independent variables of the model, hence, another 

regression hypothesis is proved in this way.  

 

The summary of the research second hypothesis results: 
Table 5: The results of the second hypothesis 

Summary of the model 

Model Square coefficient of 

determination 

Coefficient of 

determination 

Adjusted coefficient of 

determination 

Standard error of 

estimate 

Durbin-Watson 

1 0.682 0.466 0.464 0.31226 1.713 

Log_C-Price= dependent variable 

 

Regarding the obtained results from table (5): 

 The amount of model’s coefficient of determination is equal with 0.466, namely about 47% of dependent 

variable changes are described by independent variables and the amount of the multiple coefficients of 

correlation is 0.682. Durbin-Watson statistics amount is 1.713. The amounts close to 2 indicating the lack of 

self-correlation remainders and another regression hypothesis is proved in this way.  

 
Table 6: F statistics results 

ANOVA statistical test 

Model Sum of squares DF Mean-squares F statistics Significance level 

Regression 1 109.359 5 21.872 224.3 0.000 

Remainder 125.491 1287 0.098 - - 

Total 234.85 1292 - - - 

Log_C_Price= dependent variable 

 

 The F statistics and significance level (sig) of the model is 224.30 and 0.000, respectively, and due to the 

amount is less than 0.05, there is a linear relation between independent and dependent variables. In other words, 

there is a significant model and the research hypothesis can be examined and tested using the above regression 

model.  

 The related results to the coefficients of independent variable are showed using t-test in the following table: 

 
Table 7: The results of t-test calculations 

Coefficients 

 
Model 1 

Non-standardized coefficients Standardized 
coefficients 

 
t-statistics 

 
Significance level 

Collinearity tests 

Beta Standard error Beta Variance inflation 

Fixed 3.358 0.083 - 40.291 0 - 

Trade 0.006 0.021 0.007 0.291 0.771 1.473 

EPS 2.792 1.251 0.67 22.322 0 2.172 

EPS.Trade 1.58E-05 0 0.03 0.928 0.354 2.539 

SIZE -0.022 0.014 -0.033 -1.615 0.106 1.016 

Log_C_Price= dependent variable 

 

 As can be seen, the significance level (sig) of trading volume variable (Trade) is 0.771, and according to the 

fact that this amount is higher than maximum permissible error (5%), its impact on end-year stock price is not 

significant. T-statistics of earnings per share (EPS) variable and its significance level is 22/322 and 0/000, 

respectively, showing EPS has positive and significant influence on end-year stock price. Regarding the 

significance level of interactive variable EPS*Trade is 0.354 and indicative of the mutual influence of trading 

volume and EPS, and according to the fact that the amount is more than 5%, it can be concluded that the impact 

of trading volume on information content of EPS to end-year stock price is not significant. In other words, 

trading volume increase (decrease) has no impact on trading volume on information content of EPS to end-year 
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stock price. According to the obtained results, the second hypothesis is rejected at 95% confidence level. The 

rest of obtained results are as follow: 

1- Firm size variable has negative and unimportant impact on end-year stock price.  

2- Firm debts ratio has positive and insignificant impact on the dependent variable. 

3- The collinearity tests results indicate that the amount of VIF statistics is less than 10 in all variables of the 

model, demonstrating the lack of collinearity between the independent variables of the model, hence, another 

regression hypothesis is proved in this way.  

 

The results of the research third hypothesis: 

 
Table 8: The results of the third hypothesis 

Summary of the model 

Model Square coefficient of 

determination 

Coefficient of 

determination 

Adjusted coefficient of 

determination 

Standard error of 

estimate 

Durbin-Watson 

1 0.707 0.5 0.498 0.27484 1.721 

Log_ATM-Price= dependent variable 

 

Regarding the obtained results from table (8): 

 The amount of model’s coefficient of determination is equal with 0.500, namely about 50% of dependent 

variable changes are described by independent variables and the amount of the multiple coefficients of 

correlation is 0.707. Durbin-Watson statistics amount is 1.721. The amounts close to 2 indicating the lack of 

self-correlation remainders and another regression hypothesis is proved in this way.  

 
Table 9: F statistics results 

ANOVA statistical test 

Model Sum of squares DF Mean-squares F statistics Significance level 

Regression 1 97.22 5 19.444 257.407 0 

Remainder 97.217 1287 0.076 - - 

Total 194.437 1292 - - - 

Log_ATM-Price= dependent variable 

 

 The f statistics and significance level (sig) of the model is 257.407 and 0.000, respectively, and due to the 

amount is less than 0.05, there is a linear relation between independent and dependent variables. In other words, 

there is a significant model. The obtained results from the research hypothesis test and statistics of t-test are 

defined in table (9).  

 
Table 10: The results of t-test calculations 

Coefficients 

 

Model 1 

Non-standardized coefficients Standardized 

coefficients 

 

t-statistics 

 

Significance level 

Collinearity tests 

Beta Standard error Beta Variance inflation 

Fixed 3.39 0.073 - 46.217 0 - 

Trade 0.005 0.019 0.007 0.276 0.728 1.473 

EPS 2.718 1.101 0.717 24.69 0 2.172 

EPS.Trade -2.50E-06 0 -0.005 -0.167 0.867 2.539 

SIZE -0.028 0.012 -0.045 -2.269 0.023 1.016 

Lev 3.069 3.379 0.019 0.908 0.364 1.119 

Log_ATM_Price= dependent variable 

 

 The obtained results of t-test in 95% confidence level indicate the significance level (sig) of trading volume 

variable (Trade) is 0.771, and according to the fact that this amount is higher than maximum permissible error 

(5%), its impact on end-year stock price is not significant. T-statistics of earnings per share (EPS) variable and 

its significance level is 24/690 and 0/000, respectively, showing EPS has positive and significant influence on 

end-year stock price. Regarding the significance level of interactive variable EPS*Trade is 0.867 and indicative 

of the mutual influence of trading volume and EPS, and according to the fact that the amount is more than 5%, it 

can be concluded that the impact of trading volume on information content of EPS to end-year stock price is not 

significant. In other words, trading volume increase (decrease) has no impact on trading volume on information 

content of EPS to end-year stock price. According to the obtained results, the third hypothesis is rejected at 95% 

confidence level. The rest of obtained results are as follow: 

1- Firm size variable has negative and significant impact on end-year stock price.  

2- Firm debts ratio has positive and insignificant impact on the dependent variable. 

3- The collinearity tests results indicate that the amount of VIF statistics is less than 10 in all variables of the 

model, demonstrating the lack of collinearity between the independent variables of the model, hence, another 

regression hypothesis is proved in this way.  
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Discussion and Conclusion: 

 The research tried to examine the impact and relation between earning quality and income smoothing as one 

of the most related subjects to accounting information on possible fall in stock prices of the listed companies in 

Tehran stock exchange. The results demonstrate that the trading volume has a negative and meaningful on 

information content of EPS. It indicates that the information content (information value) of EPS reflecting in 

stock prices is not higher in the companies with higher trading volume. According to the stock exchange 

circular, the listed companies are required to providing real EPS information, predicting and disclosing next 

changes, but there is no special accounting standard about the way of calculating and reporting EPS. It is 

recommended to accounting information users to pay attention to the firm information during their analyzing. 

Of course, companies should provide correct and efficient for them. The general results show that the impact of 

trading volume on information content of EPS is not significant, namely, it doesn’t impact on them, so 

according to the obtained results, the research hypotheses indicating the relation of value information of EPS is 

higher in the companies with higher trading volume,  are rejected.  
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