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Abstract

This study deals with the effect of financial statements analysis on
taking investment decisions. These statements include the balance sheet,
statement of income, cash flow statement and the retained profits

statement.

This study aims to propose analyzing the financial statements
through the use of financial ratios, analyzing the variation and trend, and
showing the effect of applying this proposal and the extent of its effect on

investment decisions.

The problem of the study is that the investors, creditors or owners
intend to take investment decisions, but they need to know the
mechanisms that enable them to know reality of the position and future of

the concerned Organization which they would like to deal with.

The study is based on testing the truthfulness of the following

hypotheses:

1/ The analysis of financial statements provides information which
serves the investors, creditors and owners goals as well as contributing

in developing the market efficiency.

2/ The quality and quantity of the information, which is extracted
from financial statements, judges the efficiency of the organization and
control its performance, and the study has proved the validity and

truthfulness of these two assumptions.



The researcher used, on his research, the deductive, inductive and
descriptive approaches depending on the sample. From a general point of

view, the most important results concluded by this study are:

1/ The most important contemporary needs in financial analysis is
that its modern access focuses on its role in serving decision makers by
its effective contribution in providing opportunities to the concerned
parties to have sufficient and diversified information which is relevant
and suitable for rationalizing future decisions and setting or drawing the
best policies.

2/ The expansion in establishing financial and administrative
consulting centers, investment centers, sites of capital markets in the web
and paying excessive attention to release (publish) the economic and
financial information pages in the daily papers, mass media and others,
Is a clear evidence that emergence of such institutions depends mainly on
the information extracted from the published financial statements of
companies that have shares in the region markets. This reflects how far
most investors and beneficiaries are concerned and interested in the
accounting and financial information provided by such analysis.

3/ The modern approach of financial analysis deals with financial
statements as basic information system that rationalize decision making
rather than being a tool of evaluation. The effectiveness of these financial
statements can be proved when there is an information bank where all
companies' financial statements are stored for a certain effective period
of time. The most important recommendations can be summarized as

follows:



1/ The necessity to oblige all companies to submit financial reports
and statements including (cash flow statement) which is rich with useful
information that enables the investors to take their own decisions related

to shares circulation in the stock market in the regular periodic terms.

2/ The financial analysis shall be associated with additional
procedures and consecutive tests to make sure of the facts and to perform
vertical and horizontal analysis to come up with some indicators, while
coping with and taking care of the statistical and mathematical data to

prove the facts.

3/ Powers of auditing offices and the public auditing board must be
reinforced through applying all decisions issued by the proposed
commission (Stock Exchange Authority) and applying the local and
international standards. Financial analysts must start their work, and
then deposit the financial statements, after analysis, attached with their
reports to the financial information center that is affiliated to a general
authority (Stock Exchange Authority) . The information center must be
the official entity which serves the local and foreign investor through the

reports which help in taking investment decisions.
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