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Financial Performance Indicators Based on Earnings and Cash Flow

and It's Role in Predicting Stock Returns

An Empirical Study on a Sample of Companies Listed in Khartoum Stock Exchange
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Abstract

There are many indicators of financial performance in enterprises,
which aims to evaluate the performance and improving the quality of
financial information provided to investors in the capital markets.

The study aims at identifying the relationship between financial
performance indicators based on accounting earnings and based on cash
flow and stock returns for listed companies in Khartoum Stock Exchange
(KSE). The problem of the study is well represented in examining the
relationship between the financial performance indicators above and stock
returns of the companies under the study, as well as examine the impact of
the accounting earnings and cash flow on stock returns for those
companies, and which of them are most associated with stock returns, and
are there differences between performance indicators based on earnings
and cash flow indicators in terms of their ability to predict stock returns,.
The historical, deductive, inductive and descriptive analyzing methods
were used. The sample study included a group of listed companies in
Khartoum Stock Exchange (KSE) for the period 2010-2014. The study
adopted (E.Views) and (SPSS) Statistical programs in data processing to
determine the correlation between financial performance indicators based
on earnings and based on cash flow as independent variables and stock
returns as the dependent variable and determining the impact of these
indicators on stock returns, a study used simple and multiple linear
regression model, The findings of the study revealed a statistically
significant relationship between stock returns and accounting earnings and
cash flow, and accounting earnings and cash flow has a significant impact
on stock returns, accounting earnings indicators are most associated with
stock return rather than cash flow indicators, Performance indicators based
on accounting earnings explain larger proportion in predicting stock returns
rather than indicators based on cash flow . The study made a series of
recommendations, including the need to pay attention to financial
performance indicators based on accounting earnings and based on cash
flow when studying variables that affecting stock returns for companies,
and the need for the Khartoum Stock Exchange management to providing
financial indicators and data for users and show transparency in financial
disclosure to collaborators with the market.
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