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Abstract

The research aims test the extent to which the value relevance of income
levels information and book value is preferable in evaluating stock prices and
returns. As well as testing the moderator effect of firm life cycle and the audit
quality on this relation. This is done by conducting an applied study on a sample
of non-financial companies listed on the Egyptian Stock Exchange, with a total
of 658 observations during the period from 2006 to 2018, by using the price
model in the basic analysis and the return model in the additional analysis, and
by using the methodology of Difference in Differences approach in the
moderator effect test and after treatment the standard errors of all regression
models using the feature of Robust Estimates of Variance.

In the basic analysis, the study finds that the net profit before tax is the best
value relevance of income levels, while sales are the lowest one. The study also
finds the preference of the value relevance for all income levels over the book
value except for the sales level. The study also concludes that there is an
incremental value relevance of all income levels vis-a -vis the book value, except
for the sales level. As for the moderator effect of firm life cycle, the results
indicate that there is a value relevance of the book value in the introduction,
growth, and decline stages, while in the maturity stage, the investor is interested
in all accounting information in evaluating stock prices, especially the income
levels after operating profit, which are more value relevance than the book value.
As for the moderator effect of audit quality, the results of the study indicated that
the investor was interested in the accounting information represented in the book
value and all income levels in stock prices valuation, regardless of whether that
information was audited by large auditing firms or not.

In the additional analysis, the study concludes that the most continuous
income levels, such as gross profit and operating profit, are preferred. Regarding
the moderator effects of the firm life cycle, the results indicate that the Egyptian
investor, in the growth and decline stages, was interested in income levels,
beginning with operating profit and ending with net profit, and in particular the
changes that occur therein. On the other hand, the investor in the maturity stage
is interested in both the sales level and the gross profit. Regarding the moderator
effects of audit quality, the results indicate that there is an effect of audit quality
on the explanatory power of income levels and their change, with a variation in
the direction of this effect.

Keywords: value relevance, accounting information, income levels, book value
of equity, firm life cycle, audit quality.
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.2001; Kothari, 2001; Beisland, 2009; Dunhan and Grandstaff, 2022)

(V) i syl Alladd Gy 4y ol Sl dpepiil) 5 08d) uld (S clliyg
O Ui g oY) b oVl Aloles Uiy 30 (5 e JST dpanill 5 p0ial) Ll Gl
Dl i 4 JRa G gie daadl aaadl Jaeadl) aaatl) Jelas o o 35l
Ay LA sl Zadll 5 Jaall il gie o DR 5 AT Bali ey Al (e pgnd)
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JaniV) 23 sai o) by clagsall (5 giune 2ny & 5K IS Ay Lo Apaniill 50l HLaaY
DAY (55l (58 JS bl @b (g g peaa¥) el g A ol Aaill 5 lanaal (5 e (g
Janiy) Addee dygine DA o dpeyill 5 aidll uld 2y Aaliie Jasdl zila b
Aglinal) = adll o Jonadl paatll Jalase G 40 a4 sine Gl g cCiliaal ¢ 5Kl
Al Aapall #3saill 33l

lae Leg ¢ ula) Jidaill 8 SALES;; BV ¢ Pypise DS iy e (Bo 38
il clisfe gsaae J win ) YT 3 B;Earnings components;,
(t) a4 (i) a<_il delidl deliadl 465 COGS;p ¢ a9 Sl © el
Agridll g 5 pnadl agnl) s o delu deliad)l 4G dad &l Gy
fad il cawnyy (1) 4l 8 (1) ASLaD Aladdl clig uadl OPEXP;,
sotadl sl 2 e deseally AaYs Al iy jead
(t) 4 8 (i) as,al 6 ,aY lually Sl OTHER_G&L;; il gl
Al glaiall 53 jaadl agud) 2ae o 5 AV cili g jad) g ) Y1 dand il aay g
iy pan dand il Cuag g (1) 4l 8 (1) A8l saildl) <oy oas INTEREST;,
ALl Jaal) (il i eae TAXG (Al glaial 5 5 jnadl agud) 20 o 52l
somadll agad) 2ae o Jaall Ay i Cig jeae dand il Gy (1) 4wl 8 (i)
Zisal b puidl e e el Sy o 9 sdal) Wadll an 3 iy, el T sl 5 Aol
R JRVEC VN [PV . 0 PO P - P VG

Lpan®ill 5,080 aranill JasiV) 3 sad Gudad il (V£) by Jpanll sy
(1) 2sendl Jin (V) dseall e sedii Cus (0) i Alsladd g Jaa) i Sl
B siad &y piall Aagdll 5 ) (5 e (o Al JlaaiV) ADle maa gy (V) 2 senlld
(V) 2sandl in g (Y) dsendl (o Jaall AalE (il oS Ailia) w5 agas] el 5 AL
(s AV iludll 5 Sl 5 Agla i) ild g a5 el deliag) A5 a5 ol
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605 (1) dsenll B dndine s A5 e JRall Ay i Cog aaa g 32 Cag aaas
Ol el G ARy 3 JSS o dlal Ay (3l e (1 £) ) Jgaall il
AdlaaY! el Bl P o JSS 3l dygiee andy el el 5 Alkiu
S onis L 525 0.05 4 sinddl 5 siue e J a5 0.000 = (p-value) zilal
Al Al Jae A i b LSl

Alin) Gapdi 5 y0ie sm g (VE) py Jsandl 8 JasiV) 23 ol (e ey
Cun s AY) ileall s CulSdl 5 el deliad) 445 ¢ g Jaall i e (and
3.166 50.155 Gl il s sl o s sime alag 580 L jast) cDllae el
il g aaall (o DIST daap 5 )2ie 25 g pae @l edad Jilial) s ginay o e
L o~ CBlalase pedat G JAal Ay jia Cag pan g 2 (g paa g cAliadnl)
dglian) 4y sine saal Lt s Wald test jlasl alasauly dagill ash 235 5 sine e il
sl A il s Ay sime e ) pli A5 F

(Y €) sy Jynadl
(2 by laatyl dtlanat Wy JAMN i gta gy yi8all AaiBl) dpan il 5 ,0halt lan Tyl Jlas
Panel & m 2 3 54 (3) 6y
Basic COGS OFPEXP OTHER_G&L INTEREST TAX
BV Kt anad SgEEE G G55 67 b6
0] ) @ (001 (001 )
SALES 147 Ah5E AR5 B L AT Ay
137 019 025y (:003) (002 (:006)
COGS A55%FF d45%F 156%FF 56+ 155%FF
(:045) 035y 017 (:015) (-011)
OPEXP -564 456 o6 11
491 (-457) (-666) (:562)
OTHER_G&L 3.166%F 2.76%F 2527+
(:01) (:026) M7y
INTEREST -2.19 -1.667
(:254€) (:396)
TAX -2.476
117y
_cons 423 - 444 S43 -7359% -1.543 3.006
177) 471 (-59) (-017) (-732) (-615)
Adj R? 5329 375 378 442 46 469
F-stat 14205 10,347 9.453 5.256 6.9 7.679
P 00 Q00 K] Q00 Q00 Q0
Panel B ) @) 3 ) ) ()
Wald tesi Basic COGS OPEXFP OTHER_G &L INTERE 5T TaX
F_value 207 08 702 097 233
P 0.0857 03767 0.0108 03296 0.1329
Likeliho o d-ratio
test
LR chi(l1)= 3184 633 6880 324 254
P 0.0000 0.0118 0.0000 00718 0.0000
g ST gt *E Lal Y e g s s g g QORI (gt * il A Lgha g i gie il puhal] iBlualnea (gaadl (g G £ jadl gl
Lo g i OO Al gl Y gt gt S5 ggins S gl BEE LA diging g s
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Slo AoVl dpenill 50l (uld 8 (VE) B Jsaall 8 bl el LS
Ay ppndil) 3 3800 A3 %46.9 5 %32.9 (G atad £l 5 Al Jamall paaill Jalae
G sl zisan dh 8 e s S ikl Y sl Jaal b oS Al as
46.9 dad 4l & il 5 uiall cialy 25 (1) 2sandl 3 JRal) Gl e paen Ganaly
il By (1) 2senll 8 JA) U Sa (e gl ALl U8 JlaaiV) 73 sa el IS5 %
Jarall pasil) E lalaa (g A gina (98 sa g wanily . %32.9 Al Ayl 3 jaadl
Likelihood-ratio test olsay) 4t jlodl e alde¥) & laaty) =3l Adj R2
(B9 dga g 4nilii Ciaun gl 385 . (Vuong, 1989) Chi2 dgliasl 4, gine sadl T
Slo Aale Giay dagl ol iy Llees JlaadVl 3kl saatl) cBlelas cp 4 sins
Apapil) 5 0l 3 Jaall ol e Juadl (f ) ) Jalas 3 i) i e ol
5ose Jaall cilygine JH Slapall o5 Ap el J8 @l las @l Gla oS
) o ol Jenad Apep@ll 50l cliadl ol il @b 8 LS LA
Bodie dga g ate Jiiall 8 delud) deliadl Ala) dilin) 5 jnie 2ga o) Glldy Ll
Cgladnl) Gl g palll dands

da jilall Gl clla g Allua gl Gl duada -0

il siane e glaal Apandil 5 0kal) Aliadl 530 Jlia)y Jilad il Caagiul
GAS 5 caguadl] 2 go 5 Jlaad a3 3y pall dedl 5 Jaa) Al 3 Ay yead) J2
Jae 4Dl daa) ol 3asas 48580 3la 3550 Jal sd Jaxadl ) jlaal g Jidas
G9! Fuay s baiall Sl (e daed ALl il Ladl) Jolall DA e Al
g eadll 4L

Bodie sy () mall 23sal pladialy a1 Jdadll Al caals N
Grad sl sldial () sads Lo a5 Ay gitall dedll 5 Jaall b e JSI dpans
5oLy (Blaty Lo 5 . el 58 ) Al ) Jaall 28 ) gus Appalaal) il sheall apeny
Sl e Jundl aay Ay peall J8 @l ila o (Al ) cilia 5 sl Apegil
Al ol Cilia 3 Gl LA e B paie Ll Cilaal) ety g cdpap@ll 5 i) 8 Ja
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slin 590 Jal e DAL &y peaall S AN Apauil 5,00l a3 A g el
saill g Aadiall Ja) je 8 5 peaall aiasall alaial ) Al all gl el 2 L3S )
G (Jaa) ) Jaall Gl gie (e (Re send) A jaall) Ay pdall dadlly ) saxill
Dl it el Gl gladdl JS) gy zosealll Als e 8 Laly cagadY) ded
8 Aeedle S Ay Ll ol aey Jaal) il sl Aals Adiays cagad!
5l duliadl ) Al ol cilia g G LG paal) dadll o (3505 AS LAl dad
Slo e 2 Ay 5 AV Jaloal e el Als e b 4 S8 deill dpeydl
Gl sive Slaslae dasdle pae A1 Al ey Aali (e ddeaill vie AS)8) Aed
b e saaill s saill g Aadiall Jal je b g peaall il Ly CDUAY) 5 Ja
Al e ) Ut Ll Jaall el gl dpapil) 5 aiall dliadl 22 55 7 gacaill Al
gyl dell dpepsl) 5 a8l JE s Jaa)

Gloslad dpanill 5 08d) duladl e daal jall s2sal Jaad) bl dsally
Jaall el g duliadl CA) ) A el cilia g s oAy gal) Al 5 Jaall el giee
3ih Gan) el 53 sn (AL Ay jeadl) S AN Apay il 5 0 a8 Ay el dadll
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i sl ml) e Ay Aaidial daal yal sasa (e Jaadl Axd el Axal sl
il
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Sla Jiay el o ey Cua ¢ aal JUl (3 g Al e Jaal @l i
arl) e Jola¥l 5 il 6 Leiny cagad) ey gl sl vie Ay juall Jd Ja
bl g ) Jese Jie T peiad SSY1 A0l e Jundy

il 8 el Jilat 8 4 Jagl) 2 Le Ald) lad) dags LS
goraddl Jll @on lainl e daall Gl giae Silasleal dpapdil) 5 j0dal) Al
b epill 5,000 8 ganill g galll s ye 88 L3S Al Slea 50 Jal e sl
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